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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Tuesday, Sep-
tember 24th, 1968:

“Pursuant to the Order of the Day, the Honourable Senator Martin,
P.C., moved, seconded by the Honourable Senator Hayden, that the Bill
S-2, intituled: “An Act to amend the Publication of Statutes Act”, be
read the second time.

After debate, and—

The question being put on the motion, it was—

Resolved in the affirmative.

The Bill was then read the second time.

The Honourable Senator Martin, P.C., moved, seconded by the Hon-
ourable Senator Hayden, that the Bill be referred to the Standing Com-
mittee on Banking and Commerce.

The question being put on the motion, it was—
Resolved in the affirmative.”

ROBERT FORTIER,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
WEDNESDAY, September 25th, 1968.
(1)
Pursuant to notice the Standing Committee on Banking and Commerce
met this day at 9.30 a.m.

Upon motion, the Honourable Senator Hayden was unanimously elected
Chairman.

Present: The Honourable Senators Hayden (Chairman), Aseltine, Beau-
bien (Bedford), Benidickson, Bourget, Carter, Cook, Croll, Everett, Flynn,
Gouin, Haig, Inman, Irvine, Laird, Lang, Macdonald (Cape Breton), Mac-
naughton, Martin, McDonald, Molson, Pearson, Welch and Willis—(24).

In attendance: E. Russell Hopkins, Law Clerk and Parliamentary Counsel.
R. J. Batt, Assistant Law Clerk and Parliamentary Counsel,
and Chief Law Clerk of Committees.

Upon motion, it was Resolved to recommend that 800 English and 300
French copies of these proceedings be printed.

Bill S-2, “An Act to amend the Publication of Statutes Act”, was read and
considered.

The following witness was heard:

DEPARTMENT OF JUSTICE:
J. W. Ryan, Director, Legislation Section.

The Honourable Senator Molson moved that the words “in the most eco-
nomical manner” on lines 14 & 15 of clause 1 be deleted.

The question being put, the Committee divided as follows:
YEAS—12 NAYS—3
Motion carried.

The Honourable Senator Willis moved that the Committee adjourn con-
~ sideration of the said Bill.

Motion declared carried.

At 10.40 a.m. the Committee adjourned until 2.15 p.m. this day.



WEDNESDAY, September 25th, 1968.
(2)

Pursuant to adjournment and notice the Committee resumed its considera-
tion of Bill S-2.

Present: The Honourable Senators Hayden (Chairman), Beaubien (Bed-
ford), Carter, Connolly (Ottawa West), Cook, Dessureault, Everett, Flynn,
Gouin, Haig, Inman, Kinley, Macdonald (Cape Breton), McDonald, Molson,
Smith (Queens-Shelburne), and Willis—(17).

In attendance: E. Russell Hopkins, Law Clerk and Parliamentary Counsel.
R. J. Batt, Assistant Law Clerk and Parliamentary Counsel,
and Chief Clerk of Committees.

Mr. J. W. Ryan was again heard.

The Honourable Senator Macdonald (Cape Breton) moved the following
amendment:
Strike out clause 1 and substitute therefor the following:
“1. Subsection (2) of section 10 of the Publication of Statutes Act
and all that portion of subsection (3) of the said section that precedes

paragraph (a) thereof are repealed and the following substituted there-
for:

‘(2) Copies of the volume or volumes of the Acts referred to
in subsection (1) shall be printed by the Queen’s Printer, who shall,
as soon after the close of each session as practicable, deliver or send
by post or otherwise the proper number of copies to’”

The question being put, the motion was declared carried.
The Honourable Senator Molson moved the following amendment:
Strike out clause 2 and substitute therefor the following:

“9. Section 11 of the said Act is repealed and the following sub-
stituted therefor:

‘11. The Statutes shall be printed in the English and French
languages in such form, on such paper and in such type and shall
be bound in such manner as the Governor in Council may prescribe
by regulation.””

The question being put, the motion was declared carried.

On motion of the Honourable Senator Flynn it was Resolved to report the
said Bill as amended.

At 2.45 p.m. the Committee adjourned to the call of the Chairman.

ATTEST:
Frank A. Jackson,
Clerk of the Committee.



REPORT OF THE COMMITTEE
WEDNESDAY, September 25th, 1968.

The Standing Committee on Banking and Commerce to which was referred
the Bill S-2, intituled: “An Act to amend the Publication of Statutes Act”,
has in obedience to the order of reference of September 24th, 1968, examined
the said Bill and now reports the same with the following amendments:

1. Strike out clause 1 and substitute therefor the following:

“l. Subsection (2) of section 10 of the Publication of Statutes Act
and all that portion of subsection (3) of the said section that precedes
paragraph (a) thereof are repealed and the following substituted there-
for:

‘(2) Copies of the volume or volumes of the Acts referred to
in subsection (1) shall be printed by the Queen’s Printer, who shall,
as soon after the close of each session as practicable, deliver or send
by post or otherwise the proper number of copies to’”

2. Strike out clause 2 and substitute therefor the following:

“2. Section 11 of the said Act is repealed and the following sub-
stituted therefor:

‘11. The Statutes shall be printed in the English and French
languages in such form, on such paper and in such type and shall be
bound in such manner as the Governor in Council may prescribe by
regulation.” ”

All which is respectfully submitted.

Salter A. Hayden,
Chairman.
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THE SENATE
THE STANDING COMMITTEE ON BANKING AND COMMERCE
EVIDENCE

Ottawa, Wednesday, September 25, 1968.
The Standing Committee on Banking and
Commerce, to which was referred Bill S-2, to
amend the Publication of Statutes Act, met

this day at 9.30 a.m. to give consideration to
the bill.

The Clerk of the Committee: Honourable
senators, the first order of business is the
selection of a chairman. May I have a
motion?

Senator Martin: I would like to propose the
name of Senator Hayden.

Senator Willis: I will second the motion.

The Clerk of the Committee: It has been
moved by Senator Martin, and seconded by
Senator Willis, that Senator Hayden be the
chairman of the committee. Is it agreed?

Hon. Senators: Agreed.

Senator Macnaughton:
the record should show
carried unanimously.

Senator Salter A. Hayden in the Chair.

It seems to me that
that that motion is

The Chairman: Thank you very much.

We have one bill before us this morning,
namely, Bill S-2, to amend the Publication of
Statutes Act. We discussed a bill with this
designation a year ago, but that bill did not
bass the House of Commons before dissolu-
tion. This bill is in the same form, and we
have before us the same witness this morn-
ing. The question is one as to whether we
should print the record of these proceedings.
My own feeling is that we should because the
bill originates here, and in the other place
they may be looking to see what was the

evidence and the material before this
Committee.

Hon, Senators: Agreed.
The Committee agreed that a verbatim
report be made of the committee’s pro-
ceedings on the bill.

The committee agreed to report recom-
mending authority be granted for the
printing of 800 copies in English and 300
copies in French of the committee’s pro-
ceedings on the bill.

The Chairman: So far as the bill itself is
concerned, our witness is Mr. J. W. Ryan of
the Department of Justice. Mr. Ryan, who is
well known to us, appeared as a witness the
last time. Mr Ryan’s position is described
technically as Director, Legislation Section,
Department of Justice.

Mr. Ryan, the bill is not very long. Would
you let us have the benefit of your
explanation?

Mr. J. W. Ryan (Director, Legislation Sec-
tion, Depariment of Justice): Mr. Chairman
and honourable senators, the purpose of the
bill is set out in the explanatory notes. As far
as its purpose is concerned with respect to
the amendment, it is relatively simple. Its
purpose is to change two provisions of the
Publication of Statutes Act, one of which can
be read as requiring that the annual statutes
be published separately in English and French
volumes, although this, of course, is subject
to argument. It is a matter of interpretation.

The second provision, and possibly the
more important one, is that contained in sec-
tion 11 of the Publication of Statutes Act in
which since 1867 certain directions have been
given to the printing bureaus, or the Queen’s
Printer. Perhaps I can read you the provision
as it originally appeared in Chapter 1 of the
Statutes of 1867, and then you will see to
what I am referring. Section 11 of Chapter 1
of the Statutes of 1867 read:

The Statutes shall be printed in royal
octavo form on fine paper, in eleven
point type, not more than four and three-
quarter inches wide by eight and one-half
inches deep, including marginal notes in
seven point, such notes referring to the
year and chapter of previous statutes,
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whenever the text amends, repeals or
changes the enactments of former years—

And then it goes on into the binding with gilt
letters, which is not important.

By an amendment in 1925 the reference to
ems and picas was changed to eleven point
type and to paper of not more than four and
three-quarter inches wide by eight and one-
half inches deep, including marginal notes in
seven point.

The purpose of this amendment is to per-
mit flexibility in laying down these specifica-
tions so that the annual publication of the
statutes can be in whatever form the revised
statutes are in. That, I think, sums up the
purpose of the amendment.

The Chairman: This bill repeals the origi-
nal provision which spells out the size and
type of print and everything else.

Mr. Ryan: That is correct.

The Chairman: And leaves it to be deter-
mined by regulation?

Mr. Ryan: That is correct, sir.

The Chairman: I shall start the discussion
by saying that in the debate on second read-
ing some question was raised as to the inclu-
sion in section 1 of the bill of the words “in
the most economical manner.” Have you any
comment to make on that? The idea was, I
think, that we should assume that those
charged with this job will do it in the best
way, consistent with economy.

Mr. Ryan:
economy.

With good management and

The Chairman: Yes, with good manage-
ment. There is just some question whether
there is some reflection in the use of those
words, or is it an excess of caution?

Senator Croll: Is that not the usual way in
which the Government handles matters?

The Chairman: The Chair has no opinion
on that. I take it, senator, that that is a
rhetorical question? Are there any questions
on that point? What is the view of the com-
mittee, or have you any views to express, Mr.

Ryan?

Mr. Ryan: None on this particular point. I
suppose it could be sent by air mail for
speedier delivery when it might go by ordi-
nary post more economically.

Senator Flynn: Do you see any problem if
we were to delete these words? Would it cre-

ate any problem for the department or any
official?

Mr. Ryan: I would not see any problem in
that, senator.

Senator Molson: Do provisions similar to
these occur anywhere else?

The Chairman: Are you referring to the use
of the expression “in the most economical
manner?”

Senator Molson: Yes, is there a similar
instruction in any other act?

Mr. Ryan: I will look to see.

The Chairman: Mr. Ryan is looking to see
if he can find the origin of this expression.

Senator Willis: Mr. Chairman, would there
be two volumes of each, one in French and
one in English?

The Chairman: No, it would be in one
volume. I have some information on that.
There would be two columns on the page, one
in English and one in French.

Senator Evereti: If my memory serves me
correctly Mr. Ryan, on the last occasion, gave
his view on the problem of interpretation as
between the French and English text. If that
is germain to this bill I would like to hear it
again.

Mr. Ryan:
question?

May I refer to the earlier

The Chairman: Yes.

Mr. Ryan: The particular phrase you are
concerned about comes from the act of 1867.
They may have been more suspicious than we
are today.

The Chairman: They did not have a flying
service then.

Senator Cook: They were more economical-
ly minded in 1867.

Senator Macdonald (Cape Breton): Would it
not be better to cut out all of that and pro-
vide that the Queen’s Printer shall, as soon
after the close of each session as practicable,
cause to be delivered the proper number of
copies, instead of having all this business of
delivering or sending by post or otherwise?

Mr. Ryan: It would be better if you keep in
the reference to “send by post or otherwise,”
because “delivery” might require that he go
out and hand it to everybody.

Senator Croll: Mr. Ryan, these words have

_been there since the statute first came into
" existence?
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Mr. Ryan: That is right.

Senator Croll: You have had no trouble
with them? We are merely carrying them for-
ward in this present bill.

Mr, Byan: That is the reason they are in
there, senator. They were always in the act.

Senator Macnaughton: I would like to sug-
gest another reason, namely, there are always
public demands for free copies, and this
would be semi-authorization to refuse free
copies except to persons so entitled.

Senator Macdonald (Cape Breton): No,
because the next subsection takes care of
that.

The Chairman: Yes, the persons who are
entitled are so designated.

Senator Aseltine: This is the year in which
the statutes are to be revised. Do you know
what the price will be?

Mr. Ryan: I have no idea at this time,
senator. That is usually done by the Queen’s
Printer, and is based on cost.

Senator Martin: $9.50.

Senator Laing: Mr. Chairman, perhaps Mr.
Ryan can give us an idea of when we might
expect the new R.S.C.

_The Chairman: Are you asking when they
might be out?

Senator Laing: Yes.

The Chairman: Have you any information
on that, Mr. Ryan?

Mr. Ryan: We had been hoping to have the
R.S.C. at the printer’s at this time, and per-
haps late in this year have them out, but that
does not look possible at the moment. The
matter of this statute, of course, has caused a
stall. There is also the fact which was just
touched upon by Mr. Trudeau last year. The
computerization of the revised statutes has
caused a delay in preparing them, but on the
whole it may be for the better, because the
statutes may be more topical when they do
come out, since with modern printing meth-
ods it may be possible to do away with sup-
blements and bring the statutes up very
closely to a session of Parliament.

Senator Martin: But, it is a fact that when
the revised statutes come out they will be in
bilingual form?

Mr. Ryan: Yes, that has been. . .

The Chairman: That was legislated on a
couple of years ago, was it not?

Mr. Ryan: It was not legislated upon, but it
was decided in 1967.

Senator Pearson: On the question of mar-
ginal notes, I find that when you have a bill
which has two or three pages to it, the mar-
ginal notes in French are somewhat obscured
when you fold the bill up. Would it not be
possible to close the spaces up, putting the
French marginal notes over on the outside
along with the English? They both refer to
the same paragraph. This would save space
and keep it more or less clearer than in the
way it is now.

The Chairman: In the copy which I have, I
do not know how much attention was paid in
the phrasing of the bill.

Senator Pearson: If you are concerned with
the bills which we have in the house now,
they show these marginal notes all right, but
when it is bound you cannot see the marginal
notes clearly in the French version.

The Chairman: How will that be taken care
of in the actual printing, Mr. Ryan? If you
look at the bill, you notice that the marginal
space for French notes is quite ample.

Senator Pearson: It is quite all right, yes.
Will it be as clear as that when the statute is
bound?

Mr. Ryan: Have senators received copies of
this document I have in my hand?

The Chairman: No, they have not been
distributed.

Senator Pearson: When that is printed, will
it be as clear as this?

The Chairman: We are distributing one
right now which will show you how it will
appear.

Senator Molson: Mr. Chairman, would you

like a motion to the effect that you strike out
the words “in the most economical manner”?

The Chairman: The Chair is here, if a
motion is made properly, to put the motion to
the meeting, regardless of what his wishes
might be in the matter.

Senator Molson: Shall I rephrase my ques-
tion? Would it be in order, Mr. Chairman, to
move “that the words ‘in the most economical
manner’ ”’ be struck out?

The Chairman: Yes, it is in order.
Senator Carter: I will second the motion.

Senator Croll: Do I understand the motion
to mean that we do not do this in the most
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economical manner? Is that what the motion
means?

Senator Carter: Not necessarily.

Senator Molson: If the phrase is in this bill
it should be in practically every bill we get,
or in a great many of them. It seems to me
we are getting into a position—perhaps it is a
survival—where we are giving directions as
to the manner of dealing with things in the
Government. It hardly seems necessary in the
act itself.

The Chairman: What you mean is that this
is something which should be administrative-
ly taken care of in good management.

Senator Molson: Yes, it should apply to all
offices of the Government.

Senator Flynn: If it is there and if you do
not find it in all of them, or provisions to the
same effect, it may suggest that it means
something special in this case, and could open
the door to unfair criticism. It seems to me
that this should not be there at all.

Senator McDonald: What would be the
consequences if the wording were left in the
bill and if it were found the statutes were not
shipped out in the most economical method?

Senator Molson: That is the question.

The Chairman: I suppose the first thing
would be that the Auditor General might
make some comment in his annual report.

Senator Flynn: He could do so, even if the
words were not there.

The Chairman: Are you ready for the ques-
tion? We have a motion:
To strike out in section 1, subsection (3),
of the bill the words “in the most
economical manner” where they occur.

Those in favour of the motion, will you
please raise your right hands? Contrary?

The motion succeeds and section 1, subsec-
tion (3) of the bill is amended accordingly.

We still have the question raised by Sena-
tor Roebuck yesterday, that is, as to the size
of the volume so that it would fit convenient-
ly into existing library shelves. Have you a
comment on that, Mr. Ryan?

Mr. Ryan: Yes, sir. The problem with the
size of the volume is one of balancing two
conveniences, the convenience of having as
few volumes as possible in the total of the
revised statutes, and the other convenience of
having the size as small as possible. I believe

that measurements as given in the Senate the
other day were decided upon after reviewing
the Queen’s rules and regulations. The size of
that volume, which was under 11 inches tall,
was such that it would fit standard book-
shelves and yet was convenient enough to hold
in the hand. By using that style and size it
would also permit a reduction at least by one
volume of the total revised statutes.

The Chairman: You mean, as against the
separate publications in English and French?

Mr. Ryan: No, as against another volume
which is to get in the bilingual form. It is a
matter of compressing. Perhaps I can give
you a demonstration. Senator Macdonald
(Cape Breton), I believe, made reference to
the 1966-1967 statutes, about which one used
to swear quite a bit if one had to lift them
up. As a comparison, here are the Revised
Statutes of Alberta, Volume 3 of 1965. As you
can see there is a difference in size. There is
a difference of about an inch and a half, and
this obviously is the larger volume in number
of pages, that is, the Annual Statutes of
Canada, 1966-67. By my count, there are two
more pages here, in the Statutes of Canada,
than here, in the Statutes of Alberta, and
there is an inch and a half in the difference.

The Chairman: So it is a matter of com-
pressing the volume?

Mr. Ryan: And the paper.

Senator Aseltine: If they are made so large,
I do not see how one could handle them at
all.

Mr. Ryan: This, I might put it, is the
second biggest annual volume of statutes in
the history of the Government of Canada. The
largest one was in 1934, which is even more
awkward to handle.

The Chairman: Would you say, Mr. Ryan,
applying the new procedures and practices in
the publication of these statutes, how much
this volume of 1966-67 of the annual statutes
would be compressed?

Mr. Ryan: It would be compressed with the
same number of pages.

The Chairman: With the same number of
pages and extending it one inch.

Mr. Ryan:
quarter.

An inch or an inch and a

The Chairman: That deals with the ques-
tion as to the bulk. The only other way you
can reduce the bulk is by having less legisla-
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tion, and I do not think you can look forward
to that.

Senator Macdonald (Cape Breton): Or by
having more volumes. I do not think it is
necessary to put all the statutes in one
volume. I mentioned yesterday also that if
you look at section 10(2) and section 11(3) in
the act, you will see they deal with the same
business. Under section 10(2), the Queen’s
Printer is supposed to have the statutes
bound in one volume, unless it is impractical
or inconvenient so to do. In fact, they could
be in a volume which would be large and be
a monstrous thing.

The Chairman: What is the direction, Mr.
Ryan, in connection with whether you print
the annual statutes in one volume or in two?

Mr. Ryan: At the moment the practice has
been that if you go into two sessions in one
period, you have the volumes, Part I and
Part II, sometimes, for the different sessions;
but when you have one continuous session,
the practice always has been, so far as I can
see, to put the statutes in one volume. Logi-
cally, and easily, you could break the volume
and make two, putting the private and local
acts into one, even though they do not take
up very much space. However, if you break
the volume equally into two halves, you are
faced with the problem of renumbering the
chapters, which would mean having refer-
ences to “Chapter 2 of Volume 2,” and this
would sometimes become overlooked and
some people would look up the wrong
volume. Or you could split it by chapter num-
ber and carry the numbers on in the second
volume, but that sometimes makes it difficult
to find the chapter when you are giving the
reference. I might point out that this is a
decision that is made by the Queen’s Printer
in the printer’s office, and I suppose they
have considered it impractical and inconve-
nient. They would have to split it up in some
way, but up to now they have not done so.

The Chairman: Have you a question, Sena-
tor Everett?

Senator Evereti: It seems to me to be inor-
dinately inconvenient to have to deal with
volumes of this size, even reduced to the size
of the new statute, especially when the over-
all size of the book will be of this new size.
Is there any reason why it should not be
Split, why we could not designate a thickness
beyond which the Queen’s Printer will not go,
and have it split on a logical basis?

The Chairman: This is more than a
mechanical problem. On your suggestion, it
would be mechanically possible, when you get
to so many pages, to start another volume.
There may be some decision as to the refer-
ences you would have to make in the second
volume to the first.

Senator Everett: That is what I am trying
to find out, as to where the difficulty arises.

The Chairman: I am wondering why they
leave the judgment to the Queen’s Printer.
On the mechanical aspects, I can understand
it; but in regard to anything more than
mechanical, I wonder why the decision is left
to the Queen’s Printer. Why does the Depart-
ment of Justice, with experience in the field
of law, not step in and make that decision?

Mr. Ryan: It is because of this act, largely.
This is the authorizing or amending act. Sec-
tion 11(3), you will note, says that the statutes
“of each session” shall be bound in one
volume. In the provinces, this. does not give
too much trouble, as the sessions usually run
for a period of three to six months. By that
time, when they go to print, they know all
their statutes and they can arrange them
alphabetically. If two volumes are needed
they can be put on an alphabetical basis,
from A to L and from M to Z. But the Stat-
utes of Canada for each session are put in in
the order assented to. There is no alphabeti-
cal arrangement. There would be the problem
of splitting, say, at section 50 and carrying on
to section 120. But I would like to point out to
you that statutes of this size are a rarity. As I
say, the only one of the equivalent size to this
since 1867 was 1934.

Senator Everett: Presumably, Mr. Ryan, we
are dealing with the future and not with the
past. While they may have been a rarity in
the past, they may not be a rarity in the
future. What I cannot understand is why,
even though we print them in each session,
we cannot print them alphabetically. If we
did print them alphabetically, we could split
them from A to L and M to Z, or whatever is
a convenient split.

The Chairman: I do not think you need to
be bound to the date of assent, because when
you locate the bill the date of assent appears
at the top of the bill anyway. An alphabetical
arrangement would appear to be a good
arrangement.

Senator Carier: Mr. Chairman, has the
commission approved this particular size of
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the new statute? I am referring to the size of
these specimens which were sent around to
us.

Mr. Ryan: Yes.
Senator Carter: These have been approved?
Mr. Ryan: Yes.

Senator Carter: Have any estimates been
made as to differences in cost between this
and the old format?

Mr. Ryan: Not on the revised statutes,
because there are other factors in the revised
statutes for which cost will be a first-time
cost—for instance, a by-product of a magnetic
tape for electronic data processing. But for
the annual statutes an estimate has been
made of the difference in cost based on 725
pages, which is more average than this large
volume, I may point out. I can give you these
figures, if you wish.

The Chairman: Yes.

Mr. Ryan: The present run for the English
edition in the unilingual version is 5,800
copies, and for the French edition it is 2,000
copies, for a total of 7,800 copies. The cost of
printing the English edition at 725 pages is
about $18,578. The cost of printing the French
edition at 725 pages is $10,074. The total cost,
then, is $28,652. This comes to a cost per copy
of $9.75.

You would have to double that, if you were
getting the two versions, of course.

The quantities of the bilingual volume will
remain the same, that is, 7,800 copies. The
number of pages now in the English edition
are 725 and the number of pages in the
French edition are 725, for a total number of
1,450 pages. But the total number of pages in
the English-French edition will be reduced by
one-third owing to the extra characters that
can be placed on the new page format, which
is the one you have been looking at, and that
is because of the wider page and the use of
more standard type or print. A one-third
reduction of 1,450 is approximately 483 pages.
This figure subtracted from the total would
establish the bilingual -edition at 967 pages.

The bilingual format represents ‘967 pages,
whereas the unilingual format used at present
is 725 pages. Therefore, there will be an
increase in pages brought about by the bilin-
gual edition estimated at about 242 pages
based on these figures. So it will be a slightly
larger volume and it will cost approximately

$11 per copy as compared to the $9.75 cost of
the unilingual edition. This is an estimated
increase of approximately $1.25 per copy, or
approximately 15 per cent.

For anyone who will be requiring both lan-
guage versions, there will be a substantial
saving of approximately 44 per cent, since the
new price will be only $11 instead of $19.50,
that is, $9.75 plus $9.75.

The use of the two-column format will
result in a saving, or a decrease in the cost,
to the Government of the printing of the stat-
utes, since with only one volume the total
number of pages having to be printed will be
reduced from 1,450 pages, that is, 725 in
English plus 725 in French, to 967 pages. That
is the best estimate we are able to obtain.

Senator Carter: Thank you.

Senator Evereti: I am sorry to belabour the
point, but I would like to ask Mr. Ryan if
there is any reason why the revised Statutes
cannot be printed in alphabetical order?

‘Mr. Ryan: There is one practical reason for
not being able to do so, senator. I am sorry
that I was not able to recall it when you
asked your question before. The acts of Par-
liament are passed in a session beginning
with the first one that gets royal assent and
going on to the last one. With each one we
immediately have to be able to assign a chap-
ter number to it. We do not know what is
going to get through the house in the rest of
the session, however, so we cannot set up an
alphabetical arrangement. We have to assign
a chapter number as soon as a bill receives
royal assent because people have to make ref-
erence to it. They phone in immediately to
find out what is the chapter number of that
bill of that session. Quite frequently we can-
not tell them the years of the session until the
session is over, but we can give them a chap-
ter number and we do that on the basis of
assent.

Senator Evereti: If, then, Mr. Ryan, Parlia-
ment were to designate the maximum
thickness of each revised statute, the division
could be made on the basis of chapter

numbers.

The Chairman: Chapter numbers are really
the royal assent dates. That establishes the
priority in number.

Senator Everett: Yes. What I am .concerned
about is purely the thickness .of the book. I
think probably the thickness is going to get
greater and, really, the Queen’s Printer here,
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according to subsection (3) of section 11 is
almost required, unless it becomes impossi-
ble, to print it in ene volume, and it seems to
me that the time has come to say that the
volume shall not be over so many inches
thick, or whatever measurement you use.

Mr. Ryan: T am in a bit of a difficulty
commenting on that, because I am outside my
own area. There are others who could cer-
tainly speak with authority on that. Academi-
cally, it could be done on the basis of, for
example, stopping at approximately 1,200
pages, but not ending in the middle of a
chapter, and then starting another volume.

The Chairman: If you took all the ex-
traneous items that are in the wvolume of
the annual statutes, the private acts, for
instance, and any other matters that are pub-
lished in the annual volume, you would
reduce it by some considerable quantity.
There is precedence for doing that, because
the divorce bills were published in a separate
volume, were they not?

Mr. Ryan: I do not believe they were pub-
lished at all, sir.

The Chairman: I mean going away back.

Mr. Ryan: Away back there was a division,
yes, and the Local and Private Acts were
published separetely. But they are getting
smaller every year. For example, there are
only about 109 pages here.

The Chairman: Is there anything further on
that?

Senator Evereti: I would like to make a
motion on it, Mr. Chairman, but I certainly
do not want to do so if it is going to in some
way increase costs. You yourself, Mr. Ryan,
say that you have had great difficulty picking
the book up and working with it, and with a
book that size I can certainly see why.

Senator Croll: Would it not be appropriate,
Mr. Chairman, if instead of a motion being
made—because you have made your point,
senator—the matter were brought to the
attention of the proper people so that they
could look into it? In any event, senator, you
will have another chance during the course of
the session.

Senator Evereii: That is true, except that
subsection (3) of section 11 virtually directs
the Queen’s Printer to print this in one
volume, if he can.

. The Chairman: Subsection (3) of section 11
in the bill gives the authority to proceed in
the manner you have suggested.

Senator Croll:
venient.

If practicable and con-

The Chairman: One way of dealing with
this, since there is broad enough authority to
do what we think should be done, would be
to pass the bill in this form on this particular
heading and then, if the Queen’s Printer
comes along with a volume of this size, we
might invite him to come here to tell us why
and to demonstrate to us that it was the most
practical and convenient way of doing it.

Senator Flynn: In this connection may I
point out that sub-section (1) of section 2 as
proposed would give the Governor in Council
the right to settle this problem. It says “in
such form, on such paper and in such type
and shall be bound in such manner as the
Governor in Council may prescribe...” This
would solve the problem raised by Senator
Everett. For one thing—and I suggest we
should not go further than this—if the result
is not satisfactory we can call some people
before the Joint Committee on Printing.

Of course there still remains the problem
raised by Senator Macdonald (Cape Breton)
with regard to sub-section (3) of section 11,
because section 10 of the present act has a
second paragraph which reads as follows:
“The two Parts shall be bound together in
one wolume, unless it is impracticable or
inconvenient so to do, and in such case the
Queen’s Printer may authorize the Parts to be
bound in two or more wvelumes.” Now, that
gives some general direction. They suggest
that there should be more than one volume in
some instances. Therefore I think that either
this second sub-section of section 10 as it
exists now should be deleted or sub-section
(3) of section 11 as proposed should be delet-
ed. As I see it, it is already covered. I misht
even suggest that both subsection (2) of sec-
tion 10 as it is at present and subsection (3) of
section 11 as proposed should be deleted.

‘The Chairman: Senator Flynn, what would
happen if under subsection (1) of section 11 to
which you are referring the Governor in
Council enacted regulations providing for the
manner of printing and the form of printing
and stipulated certain conditions which in
particular circumstances might lead to two
volumes. Then if the Queen’s Printer, know-
ing the effect -of the regulations, comes along
and decides that in those circumstances it is
not practical and convenient to do it in two
volumes and that it is more practical .and
convenient to do it in one, there you have a
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conflict. You have his judgment and you have
the regulations. What happens in those
circumstances?

Senator Flynn: That is why I suggest delet-
ing these two paragraphs. That would do
away with this problem, because the regula-
tions of the Governor in Council would settle
the problem in all cases.

The Chairman: By that you mean to strike
out subsection (2) of section 10 in the present
act and subclause (3) of clause 11 in the legis-
lation as proposed?

Senator Flynn: Yes.

The Chairman: Then you take away all dis-
cretion from the Queen’s Printer.

Senator Flynn: Well, the practice may
change from year to year and I don’t think
that legislation should go into that kind of
detail.

The Chairman: What would the result be if
there wasn’t any regulation at the time?

Senator Flynn: Well, then, we will defeat
the government if it does not meet its
responsibilities.

The Chairman: Do you have any regula-
tions now, Mr. Ryan?

Mr. Ryan: The Queen’s Printer exercises
his discretion and specifies what the format
shall be.

Senator Flynn: The Governor in Council
should consult the Queen’s Printer before
drawing up the regulations.

Senator Everett: Would it not be possible to
say in addition to the language in subsection
(3) that a volume shall not exceed so many
pages?

The Chairman: Senator Flynn, instead of
striking out subsection (3) of the bill, what
would be the situation if you made it subject
to subsection (1)? In that case the Queen’s
Printer will exercise his own judgment unless
there is a regulation which forces him to do
something else.

Senator Flynn: Well, it is a question of
practice. It seems to me that we are going too
far and I do not see the necessity for this
paragraph at all. I would not want, for
instance, to stipulate that a book should not

be thicker than, say, four inches, because if it
were one-eighth of an inch over that it would
necessitate printing in two volumes where, in
fact, I would want it to be printed in one
volume.

The Chairman: My own feeling, for what it
is worth, is that this is the manner in which
they have been doing printing for a long
time, and the Queen’s Printer has been exer-
cising his judgment in the printing, and
apparently whatever may have been con-
veyed to him by the Department of Justice,
there have been no regulations. I would be
inclined to pass this in its present form,
realizing that at any moment one of our
committees, when there is any departure
from good judgment as we consider it to be,
can make an inquiry about it.

Senator Flynn: With all due respect you
have just put your finger on a very important
point. We are changing the practice by saying
that the Governor in Council will prescribe
by regulation the form and type and binding
of the volumes. We are introducing a new
principle in this bill by subsection (1) of sec-
tion 11. Therefore we have to be logical and
we should delete subsection (2) of section 10
of the existing act and subsection (3) of sec-
tion 11 of the bill.

The Chairman: We have been assuming
that subsection (3) is a direction to the
Queen’s Printer. It may be a limitation on the
regulations by the Governor in Council.

Senator Flynn: This is so obvious that it
seems to me to be absolutely superfluous. If
the Governor in Council realizes that it can
be bound in one volume, then it should be
bound in one volume.

The Chairman: And then we get back to
the old question.

Senator Macnaughion: Mr. Chairman,
didn’t you suggest a solution when you said
that subsection (3) of section 11 could be
made subject to regulation; in other words
conferring authority on the Department of
Justice to give instructions in this matter?

The Chairman: I would like to direct Sena-
tor Flynn’s attention to this: that the intro-
ductory words to section 11 are “Subject to
this section,...”

Senator Flynn: That also applies to subsec-
tion (2) with regard to the marginal note and
the number of points.

The Chairman: And also to subsection (3).

Senator Flynn: Even if there is no subsec-
tion (3), “Subject to this section” will mean
something.

The Chairman: But we are giving direc-
tions to the Governor in Council.
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Senator Flynn: Yes, but in a very specific
area relating to type.

The Chairman: And also in relation to what
is practical and convenient.

Senator Macdonald (Cape Breton): Why not
cut out all but the marginal notes too?

The Chairman: Then, senator, you might
end up like the chap who wanted to save
money on sending a telegram and finally
ended up with nothing but the address.

Senator Flynn: Would the witness tell us if

there is any problem in deleting both
paragraphs?

Mr. Ryan: I would like to take a little time
to consider this in greater depth than I can
now. However, I would like to point out that
the Department of Justice as such has very lit-
tle to do, if anything, with the publication of
the annual statutes. If we are involved it is
by way of giving our proofreading and
editorial services to the dummy copy, to
make sure it corresponds with the official
copy.

If you look at the Publication of Statutes
Act, you will see that it states, under “Print-
ing and Distribution of the Statutes”:

9. The Clerk of the Parliaments shall
furnish the Queen’s Printer with a cer-
tified copy of every Act of the Parliament
of Canada as soon as it has received
Royal Assent.

10. (1) The Acts of the Parliament of

Canada shall be printed in two separate
Pants,: ..

So, it is the relationship between Parlia-
ment and the Queen’s Printer, and, up to
now, the Department of Justice, as such, has
had very little to do with it.

I would be hesitant to concur with any
removal of these provisions, because I do not
know what the mischief was originally they
were put in to protect against.

Senator Flynn: Could you inquire and give
us an answer on behalf of the department, or
on behalf of the Queen’s Printer, say, this
afternoon at a quarter to 3?

Senaior Willis: Why not have the Queen’s
Printer appear before us, Mr. Chairman?

The Chairman: Frankly, there is some con-
cern about dealing with this bill this week.

Senator Flynn: We could go through it this

afternoon, before the Senate meets at 3
o’clock.

28925—2

The Chairman: I suggest that we meet here
at 2.30 for that purpose, and that we exhaust
all other points now.

Senator Flynn: And our own counsel maybe
could look into this too.

The Chairman: Yes. When we adjourn this
morning, we will adjourn until 2.30.

There was one question left. Earlier this
morning Senator Everett raised the question,
which is not strictly on the bill, but it is
something which was discussed the last time
we had a meeting, and it was discussed in the
Senate yesterday. That is the question of the
relationship of the French and English ver-
sions, on the matter of interpretation. Have
you a specific question, Senator Everett, or
would you Ilike Mr. Ryan to make a
comment?

Senator Everett: You will recall that at the
last hearing the then Minister of Justice told
us the method by which the courts would
interpret the statute in its new form. I do not
recall what was said, and just to refresh my
memory I would like to hear it repeated.

Mr. Ryan: Senator, I think the basic rule
that the courts have applied is that both the
English and French versions must be consid-
ered; neither can be ignored. Each is a sepa-
rate and independent statute of equal authori-
ty, and one version may be used to interpret
the other. Where doubt arises, that version
will prevail which the court judges closest to
Parliament’s intention. I think that is The
King v. Dubois (1935) Supreme Court Reports,
p. 378. There are some other cases on the
point.

The Chairman: The Dubois case was that of
an employee driving a motor car. I think that
he was out on behalf of the radio section of
some department of Government, checking
for radio interference and things of this kind.
There was an accident and, therefore, an
action for damages resulted. I think that the
Exchequer Court, in the first instance, held
that, following the language in the French
text, the motor car was a public work,
because that seemed to be the language. The
Supreme Court of Canada decided, after look-
ing at both the English and French versions,
that the motor car was not a public work, but
they did go on to find that the man, when
operating the motor car, was not in the
course of his employment in connection with
or on a public work or a public service, and
they referred to both statutes. They say there
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must be a public work in existence, but cer-
tainly the motor car is not a public work.
There must be a public work in existence, so
you can have an action or employee in con-
nection with that. That is what is meant by
considering both texts. I do not think the
Supreme Court of Canada decision goes fur-
ther than that.

Mr. Ryan: No, there are, of course, a num-
ber of other decisions.

In a recent survey, which has been mimeo-
graphed but not yet published, by the Royal
Commission on Bilingualism and Bicul-
turalism, I think it is fair to say that, in fact,
only the Supreme Court of Canada and the
Quebec courts seem to consult both versions.
A recent survey showed that the large major-
ity of judges in provinces other than Quebec
almost never consult the French version of
statutes, and that the few who do are French-
speaking. Even then, quite frequently they do
not have them before them, though they may
be available in the library.

Senator Carter: In this approved format, is
the thickness and quality of paper exactly the
same as in the original, as in the one we have
been using all along?

Mr. Ryan: Not to the one they have been
using all along, senator. To the best of my
knowledge, that is thinner paper with a
heavier density, and is very similar, as I
understand it, to the paper used in this
volume of the Revised Statutes of Alberta.

Senator Carter: It is of a comparable qual-
ity then?

Mr. Ryan:
quality.

The Chairman: If there are no other ques-
tions, we seem to have dealt with the provi-
sions of the bill, and I suggest that we stand
adjourned until 2.15 p.m., just to give us a
little more time to consider the question
Senator Flynn raised in connection with the
effect on the authority given to the Governor
in Council, and then the direction with re-
spect to “practical and convenient” in the
printing. Mr. Ryan will seek whatever infor-
mation he can in the meantime—or to use his
expression, he will “examine it in depth,”
and then we will hear him at 2.15.

The committee adjourned until 2.15 p.m.

Upon resuming at 2.15 p.m.

Yes, it is of a comparable

The Chairman: I call the meeting to order.
We considered Bill S-2 this morning, and we

adjourned until this time in order to see what
a study in depth by Mr. Ryan in the mean-
time might produce in relation to section 10
of the Publication of Statutes Act, and par-
ticularly subsection (2) of section 10.

Section 1 of Bill S-2 proposes to strike out
a portion of subsection (3) of section 10, and it
can be seen what portion it is proposed be
stricken out.

We were considering this morning the
striking out also of subsection (2) of section
10, on the basis that clause 2 of the bill pro-
vides for the printing of the statutes in such
manner as the Governor in Council may pre-
scribe by regulation.

What we were saying was that if you give
the Governor in Council the power by regula-
tion to prescribe as to format, paper, and
type you are giving him the power to provide
by regulation for all the administrative work
in connection with the printing and the publi-
cation of statutes. If we left subsection (2) of
section 10 in then we might be creating a
conflict, because there the authority seems to
be given to the Queen’s Printer. Therefore,
we felt we would strike out subsection (2).

Hon. Mr. Connolly (Ottawa West): That is,
subsection (2) of section 10?

The Chairman: I will read it to you. I
should tell you first of all that subsection (1)
provides:

The Acts of the Parliament of Canada
shall be printed in two separate Parts,
the first of which shall contain such of
the said Acts and such Orders in Council,
proclamations and other documents, and
such Acts of the Parliament of the United
Kingdom, as the Governor in Council
deems to be of a public and general
nature or interest in Canada and directs
to be inserted—

And then it continues
—and the second Part shall contain the
remaining acts of the session, and shall
be printed after the first Part.

Pausing there for a moment I would say
that it amused me a little to see that Part II
shall be printed after Part I, because
ordinarily one would think that Part II fol-
lowing Part I would naturally come after it in
the printing without any legislative sanction
as to the way to do it.

Senator Kinley: Do they not print the pub-
lic acts first, and then the private acts?
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The Chairman: Yes, that is what it means.
Subsection (2), the subsection that we are
proposing to strike out, reads:

The two Parts shall be bound together
in one volume, unless it is impracticable
or inconvenient so to do, and in such case
the Queen’s Printer may authorize the
Parts to be bound in two or more
volumes.

If, under this bill, we give authority to the
Governor in Council to determine by regula-
tion the format, the paper, and the type, then
we may be creating a conflict as between two
authorities, and it will not be clear as to
when the Queen’s Printer acts and when the
Governor in Council acts. We thought, since
we are entering into a new phase of printing
and publication, and are to some extent feel-
ing our way in this, that we should give
considerable power and considerable flexibili-
ty to the Governor in Council, and I think we
can assume that if there is any place where
one might expect to get good management
and administration in the public interest it
would be via the Governor in Council.

Senator Connolly (Ottawa West): Instead of
having to come back to Parliament for this
authority in respect of small things?

The Chairman: That is right.

Senator Kinley: They cannot change any of
the Statutes.

The Chairman:
printing.
Having heard those few remarks of mine,

Mr. Ryan, have you any comments to make at
this time?

No, this refers to just the

Mr. Ryan: Only a very few, Mr. Chairman.
In the time available I was not able to obtain
any instructions, so I am in no position to put
forward policy arguments, one way or the
other. I might say on the suggestion that has
just been made, that the only reservation I
would have as a draftsman would be about
the words “and shall be printed after the first
Part”. If that is a penetrating glimpse of the
obvious then, of course, it is of no concern.

Senator Connolly (Ottawa West): That is
a very good description.

The Chairman: You are to be commended
for that phrasing.

Senator Connolly (Ottawa West): I imagine
1_;he Chairman wishes he had thought of say-
ing it in that way.

Mr. Ryan: So far as I can see, the proposals
you are putting forward here do not, in the
least, affect the intent of the Government bill
to accomplish the purpose intended of making
it coincide with the Revised Statutes in for-
mat, paper, and binding. That is all I have to
say regarding that.

The Chairman: This morning the committee
directed an amendment to section 1 to strike
out the words “in the most economical man-
ner”. It was felt that it was being a bit pre-
sumptuous in the first instance to give such
a direction, and there was an amendment this
morning striking that out.

Now, in view of the fact that we are
proposing also to strike out subsection (2) of
section 10 the amendment would read—since
section 1 deals with an amendment to section
10, in any event it just means enlarging it
somewhat. The amendment that is being
proposed would be:

Strike out clause 1 and substitute
therefor the following:

1. Subsection (2) of sectlon 10 of the
Publication of Statutes Act and all that
portion of subsection (3) of the said sec-
tion that precedes paragraph (a) thereof
are repealed and the following substitut-
ed therefor:

‘(2) Copies of the volume or volumes
of the Acts referred to in subsection (1)
shall be printed by the Queen’s Printer,
who shall, as soon after the close of
each session as practicable, deliver or
send by post or otherwise the proper
number of copies to’”
2. Strike out clause 2 and substitute
therefor the following—

And then we go on and enact as it appears in
clause 1 of the bill except we take out the
words “in the most economical manner”. It is
very intelligible in this form. Now, if there is
a motion proposing—

Senator Flynn: I suggest that Senator John
M. Macdonald should move that, because it
meets with the objection he first raised.

The Chairman: Senator Macdonald, is it
moved by you?
Senator Macdonald (Cape Breton): I move

it.
Senator Inman: I will second the motion.

The Chairman: Is there any honourable
senator who wishes to make a presentation on
this motion? All those in favour?
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Hon. Senators: Agreed.

The Chairman: You will notice that there
are three subsections in clause 2 of the bill,
and the first one is made subject to subsec-
tions (2) and (3), yet, if you forget for the
moment those words “Subject to this section”,
you have a direction that the statutes shall be
printed in the English and French languages
in such form, on such paper, and in such
type, and that they shall be bound in such
manner as the Governor in Council may pre-
scribe by regulation. If you go on and read
subsections (2) and (3) you will see that some
limitations are put on the action by regula-
tion, because they stipulate the form in which
the marginal notes shall be printed, and also
provide that, if practicable and convenient,
the Statutes shall be bound in one volume.

Now, certainly the view in the committee
this morning was that these are matters that
would be controlled by regulation in the
power that you give the Governor in Council
in the first subsection to deal with the print-
ing in the English and French languages.

I would construe “such form” to extend not
only to the format but also to the inclusion of
the French and English languages on the
same page, if that is a decision he wishes to
make. It does not specifically provide for that
form of printing here because it is a matter of
regulation. I would say that whether you are
going to print in one volume or more than
one volume depends on how much legislation
there is, and that is something which should
be regulated by the Governor in Council.
They should have more flexibility in dealing
with that and it is up to them, in a proper
situation, to justify the expenditure of money
in doing the printing. For instance, we have a
Printing Committee of the Senate.

Senator Flynn: It is a joint committee.

The Chairman: If that committee feels that
the expenditures are in excess of what is
practical in the circumstances, it can call the
proper officials here and make inquiry. Why
should we attempt to include in legislation
administrative matters—and some of them
pretty administrative details down the line? I
think that is the subject matter of regulation,
properly speaking. Usually, our complaint is
the opposite, that by regulation they are try-
ing to legislate. This time, I think they are
putting these subsections 2 and 3, which
might well be administrative matters, in the

legislation, and we do not need it, because
the authority is there, anyway.

Therefore, what is proposed is that section
2 would read as follows. We strike out section
2 as it appears in the bill and then say:

2. Section 11 of the said Act is repealed
and the following substituted therefor:

11. The Statutes shall be printed in
the English and French languages in
such form, on such paper and in such
type and shall be bound in such man-
ner as the Governor in Council may
prescribe by regulation.

In other words, legislatively we have given
them the authority in this direction. We have
created the authority and the Governor in
Council can regulate it by regulation. Is that
the view of the committee? If so, I think
somebody might move it.

Senator Molson: I so move.

Senator Connolly (Ottawa West): I wonder
if Mr. Ryan has any comment to make on
that?

Mr. Ryan: In subsection (2)—and this is
just for information—also, apart from the
seven-point type in the margin, there is a
requirement to refer to the year and chapter
of any previous enactment that the text
amends, repeals or changes. That particular
direction sometimes finds itself in rules,
orders and regulations about the printing of
bills and statutes of legislatures, because of the
convenience involved, of members who are
studying a bill, enabling them to be referred
to the chapters and amending bills, particu-
larly to the sections. For instance, when you
are dealing with the Criminal Code, unless
you find a marginal note of that kind, you
will not know how many amendments there
have been during the year. That is why I
would draw it to your attention. One could
live without it. If you have it in your rules,
you know it will be done, but I do not know
if it will be in them.

The Chairman: Neither do we, but I would
expect that the regulation would be wisely
drawn.

Mr. Ryan: Yes, but this has been over the
years a protection of the legislative body and
a convenience of the legislative body, rather
than a convenience of the executive.

The Chairman: I would have thought it was
for the convenience of those who might have
to consult the statutes.
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Mr. Ryan: Mr. Chairman, I am not arguing
against it, I am just putting the point.

Senator Connolly (Ottawa West): There is
certainly no question in the minds of the
members of committee who are lawyers, with
reference to the year and chapter of previous
enactments being of great convenience. I
apologize, as unfortunately I was not able to
be here this morning. Might it be wise, rather
than strike out all of subclause 2 of the bill,
all of clause 2 of the bill, to strike out the
second line and say that the marginal notes of
the statutes shall refer to the year and chap-
ter of any previous enactment that the text
amends, repeals or changes.

The Chairman: What I assume is that the
Governor in Council is called on to make
regulations in connection with the printing of
the English and French statutes, as to their
form. If we stop at that for a moment, obvi-
ously he has to say in what form he shall
convey the English and French on the same
page. This is the decision which will be made
by an order in council, because this section of
the statute does not say anything about that.
It does not say that they must be bilingual to
the extent of French and English on the same
page, so that is a decision he has to make.

Another decision he has to make is as to
the content that is going to be put on each
page, if it is convenient or if it is for the
protection of those using it, even for practis-
ing lawyers or for Parliament, as well as
Members of Parliament—that would be the
form the regulation would prescribe.

Senator Connolly (Ottawa West): In other
words, they have thought about it and it will
be in the regulation, if it does not appear in
the act.

The Chairman: Yes. Senator Molson has
moved this amendment. I did not hear who
seconded it.

Senator Connolly (Ottawa West): You do
not need a seconder.

The Chairman: Those in favour? Contrary,
if any? It is agreed.

Shall I report the bill as amended?
Hon. Senators: Agreed.

Senator Kinley: Mr. Chairman I suppose
now that every member will be getting the
statutes in French, we will all get one which
is in French and English under the same cov-
er. In every part of Canada will that be
official, in every court in Canada?

The Chairman: Yes. It is now, in all federal
courts.

Senator Kinley: Can you plead in either
language in the courts in Canada?

The Chairman: In the federal courts.

Senator Kinley: What about the Exchequer
Court?

The Chairman: That is a federal court.

Senator Kinley: And the French courts—
the county courts?

The Chairman: No.

Senator Kinley: You could not plead in the
county court?

The Chairman: No.

Senator Kinley: They are under the control
of the province?

Senator Connolly (Ottawa West): You can
use French in Quebec.

The committee adjourned.



AT RUARSIR IR B I W tarnemaiedD oﬂ‘ melgrivdommn FruamursissD e eyl s
%Wr&mm 39 e siiieialol slbpeithpenl s | 3} inaings
> ar .v. Sl

it Flu' t‘;’ " ;. o swr. m an £ refarna el s .uppah;sonﬁ
in Sl : f yoridav setdh o db slaiM Reoiweo sithsared !

Wk il mmliho, wm}l Alid o 3o Seeusinding o desvo afiee gl

.’.; r', 1 e : st juorjesibds elaliidestih o0& winaly dodls

1o seiondenithar eiih it e -ban -anil bgopse

~qady hanowey ot iy fads mmm !

e
‘-?‘g' ' (. ‘jg’k:."xdl 1@

5 Hhipmi THe atithordly s

; .Z-ﬁ',:' dorlainty he !.:% in “thic cbm!‘mw
mmxm“t
ekl be mew

i e mmﬁ;—nm m i
[ ST s A A







P S

g gl * L 1:_‘?‘1‘] e . Rt
o i i A
wﬂ'rf 3
o Pl mo

& el _vf —.—f V'ﬂ)‘*-h'u

J'TJTL"' I#'J-I

||.'1 T-r l fid

[,J 3
,'_ 1‘ 9 Sl
|_.-

L
-""» ,..,_.

|_\|-'|.-', -




First Session—Twenty-eighth Parliament

1968

THE SENATE OF CANADA

PROCEEDINGS
OF THE

STANDING COMMITTEE

BANKING AND COMM

CE

Ll

The Honourable SALTER A. HAYDEN, Chairman

No. 2

Complete Proceedings on Bill S-8,

intituled:
“An Act to amend the Supreme Court Act”.

WEDNESDAY, OCTOBER 9th, 1968

WITNESS:

Department of Justice: D. H. Christie, Assistant Deputy
Attorney General.

REPORT OF THE COMMITTEE

ROGER DUHAMEL, F.R.S.C.
QUEEN’S PRINTER AND CONTROLLER OF STATIONERY
OTTAWA, 1968

28927—1



THE STANDING COMMITTEE ON BANKING AND COMMERCE
The Honourable Salter A. Hayden, Chairman

Aird
Aseltine
Beaubien (Bedford)

Beaubien (Provencher)

Benidickson
_ Blois
Bourget
Burchill
Carter
Choquette

Connolly (Ottawa West)

Cook

Croll
Desruisseaux
Dessureault
Everett
Farris

The Honourable Senators:

Fergusson
Gélinas
Gouin
Grosart

Haig

Hayden
Hays

Inman

Irvine

Isnor

Kinley

Laird

Lang
Leonard
Macdonald (Cape Breton)
MacKenzie
Macnaughton

McDonald

Molson

O’Leary (Carleton)

Paterson

Pearson

Phillips (Prince)

Rattenbury

Roebuck

Smith (Queens-
Shelburne)

Thorvaldson

Vaillancourt

Walker

Welch

White

Willis—(49)

Ex Officio members: Flynn and Martin.

(Quorum 9)



ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Tuesday,
October 8th, 1968:

“Pursuant to the Order of the Day, the Senate resumed the debate
on the motion of the Honourable Senator Phillips (Rigaud), seconded
by the Honourable Senator Robichaud, P.C., for second reading of the
Bill S-8, intituled: “An Act to amend the Supreme Court Act”.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.

The Bill was then read the second time.

The Honourable Senator Phillips (Rigaud) moved, seconded by the
Honourable Senator Robichaud, P.C., that the Bill be referred to the
Standing Committee on Banking and Commerce.

The question being put on the motion, it was—
Resolved in the affirmative.”

ROBERT FORTIER,
Clerk of the Senate.

2—3
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MINUTES OF PROCEEDINGS

WEDNESDAY, October 9th, 1968.
(2)

Pursuant to adjournment and notice the Standing Committee on Banking
and Commerce met this day at 9.30 a.m.

Present: The Honourable Senators Hayden (Chairman), Aseltine, Beaubien
(Bedford), Blois, Burchill, Carter, Connolly (Ottawa West), Cook, Croll, Des-
ruisseaux, Fergusson, Flynn, Haig, Inman, Irvine, Isnor, Kinley, Laird, Leonard,
Macnaughton, Molson, Rattenbury, Smith (Queens-Shelburne), Thorvaldson,
Walker, White and Willis.—(27)

Present, but mot of the Committee: The Honourable Senator Phillips
(Rigaud).

In attendance:
E. Russell Hopkins, Law Clerk and Parliamentary Counsel.

Upon motion, it was Resolved to recommend that 800 copies in English
and 300 copies in French of these proceedings be printed.

Bill S-8, “An Act to amend the Supreme Court Act”, was read and
considered, clause-by-clause.

The following witness was heard:

Department of Justice:
D. H. Christie, Assistant Deputy Attorney General.

Upon motion, it was Resolved to report the said Bill without amendment.
At 10.10 a.m. the Committee adjourned to the call of the Chairman.
ATTEST.

Frank A. Jackson,
Clerk of the Committee.



REPORT OF THE COMMITTEE
WEDNESDAY, October 9th, 1968.
The Standing Committee on Banking and Commerce to which was referred
the Bill S-8, intituled: “An Act to amend the Supreme Court Act”, has in

obedience to the order of reference of October 8th, 1968, examined the said
Bill and now reports the same without amendment.

Your Committee recommends that authority be granted for the printing
of 800 copies in English and 300 copies in French of its proceedings on the
said Bill.

" All which is respectfully submitted.

SALTER A. HAYDEN,
Chairman.
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THE SENATE
STANDING COMMITTEE ON BANKING AND COMMERCE
EVIDENCE

Oitawa, Wednesday, October 9, 1968.

The Standing Committee on Banking and
Commerce, to which was referred Bill S-8, to
amend the Supreme Court Act, met this day
at 9.30 a.m. to give consideration to the bill.

Senator Salter A. Hayden (Chairman) in the
Chair.

The Chairman: Honourable senators, we
have one bill before us this morning, Bill S-8,
which proposes certain amendments to the
Supreme Court Act. Since we are dealing
with this bill in the first instance, I suggest
that we print the proceedings.

Upon motion, it was Resolved that a
verbatim report be made of the proceed-
ings and to recommend that 800 copies in
English and 300 copies in French be
printed.

The Chairman: Honourable senators we
have with us Mr. D. H. Christie, Assistant
Deputy Attorney General whom I judge most
of you here know. Since the bill does not
enunciate a particular principle but consists
of a series of amendments, the most conven-
ient way would be to go through it section by
section and get from Mr. Christie whatever
explanation is required.

Hon. Senators: Agreed.

The Chairman: Mr. Christie, would you
deal with Section 1 of the Bill?

Mr. D. H. Christie, Assistant Deputy
Attorney General, Deparimenit of Justice:
Mr. Chairman and honourable senators, the
first clause of this bill would amend section
36 of the Supreme Court Act. That is the
section under which the general right of
appeal to the Supreme Court is given. The
limitation prescribed now is $10,000 and
the right of appeal that is given now
relates to questions of law and fact or mixed
law and fact. The amendment would confine
appeals under that section to questions of law
alone. :

The Chairman: That is the only change?
Mr. Christie: That is the change.

The Chairman: Does not “mixed law and
fact” involve a question of law?

Mr, Christie: To a point, but they have the
three categories that are commonly referred
to—law, fact, and mixed law and fact.

The Chairman: But this does not say pure
law in the sense of no intrusion of fact.
Would the amendment still permit cases
where fact is intertwined with law and the
law is dependent on that? Has not mixed law
and fact been held to involve questions of law
when you are trying to justify the right of
appeal?

Mr, Christie: I do not think so, senator. As
a matter of fact, if you have a real mixture of
fact with law and the right of appeal related
to law alone, then there is no jurisdiction.

Senator Thorvaldson: Who makes the deci-
sion as to whether it is law alone or mixed
law and fact, Mr. Christie?

Mr. Christie: If there is any dispute about
it, it would be the court.

Senator Thorvaldson: The whole court or
part of the court or one judge?

Mr. Christie: This section deals with ap-
peals and not with applications for leave so it
would be the court, it would be either five,
seven or nine judges.

Senator Thorvaldson: So actually there
would be an appeal that reaches the court
and then the court makes a decision that this
is a question of mixed law and fact and
consequently will not deal with it? Would
that be how it would work?

Mr. Christie: That would be it, but if jus-
tice required that the court deal with the
case, they could grant leave, under section 41.
Section 36 gives an appeal as of right.

15
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Senator Kinley: As a layman, may I ask
what is the distinction which decides whether
it is a question of law or fact or mixed law
and fact?

Senator Thorvaldson: That is the $64,000
question.

The Chairman: Certainly there is a funda-
mental difference as to fact. A question of
fact would mean a decision, on the basis of
evidence that has been adduced, as to the
weight of that evidence. If you have wit-
nesses going into the witness box who are
testifying from different points of view, and
you have a set of facts that is not all one
way, how do you make a decision then?

Senator Kinley: It is intertwined as to what
is fact and what is law?

The Chairman: There is a question of fact
to determine, what is the foundation of the
case in fact, forgetting all about the applica-
tion of law.

Senator Kinley: Of course if the evidence is
false evidence, there would be a matter of
fact to determine?

The Chairman: Yes, and that would involve
the right of the judge to say “I believe the
witness” or “I do not believe the witness”.

Senator Kinley: That would be a matter of
fact?

The Chairman: Yes. Are there any other
questions? Shall we carry this section?

Hon. Senators: Carried.
The Chairman: It is carried.

Mr. Christie: Under section 39 of the
Supreme Court Act it is possible with leave
of the provincial courts of appeal to go direct
to the Supreme Court without the provincial
appellate courts considering the case. The
limit prescribed in section 39 at present is
$2,000. When section 36 was amended in 1956
to up the figure to $10,000 in that section, as a
matter of logic they should have moved the
figure from $2,000 to $10,000 in section 39.
Owing to an oversight it was not done at that
time and this is picking up that oversight.

The Chairman: For instance, if I applied to
a single judge in the Supreme Court of On-
tario for a writ of habeas corpus and he
refused it, do you mean that I could by-pass

the Court of Appeal in Ontario and go direct-
ly with leave to the Supreme Court of
Canada?

Mr. Christie: No, because the appeals in
habeas corpus in criminal matters are dealt
with under the Criminal Code specifically.

The Chairman: That is correct.

Mr. Christie: So you would have to go in
accordance with section 691 of the Criminal
Code as amended in 1965.

The Chairman: You would have to go to
the Court of Appeal with leave in the prov-
ince and, if they turned you down, then you
would have an appeal as of right to the
Supreme Court of Canada.

Mr. Christie: Yes.

Senator Carter: I understand that a person
now with a suit involving an amount under
$2,000 will not, if we pass this section, be
able to proceed. The amount would have to
be up to $10,000 before he could appeal. Is
that right?

The Chairman: Unless it involves a ques-
tion of law or unless he gets leave.

Senator Carter: If this is passed you will
still be able to get leave for a lesser amount?

The Chairman: That is right.
Mr. Christie: Under section 41.

Senator Thorvaldson: In other words, in
every case where jurisdiction is restricted the
litigant is entitled to apply for leave. Would
that be a correct statement, Mr. Christie?

Mr. Christie: Not in every case. The rights
of appeal in criminal matters are generally
prescribed under the Criminal Code, but for
civil matters I think basically that is a correct
proposition.

Senator Connolly (Ottawa West): Mr,
Chairman, may I ask Mr. Christie if in the
rules of the Supreme Court of the United
States there is a comparable section govern-
ing a minimum amount of money?

The Chairman: A minimum in what sense.

Senator Connolly (Ottawa West): In the
sense of $10,000.

The Chairman: We are establishing here in
respect of per saltum appeals, a $10,000 mini-
mum, but that has been in section 36 since
1956 or 1957. What we are saying here is that

, 1‘"
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you can appeal, if you get leave of the high-
est court, notwithstanding that the limit
works against you.

Senator Connolly (Otitawa West): I realize
that. What I am asking is whether there is
such a minimum in the rules of the United
States Supreme Court?

The Chairman: I do not know about that,
but there is a minimum in the Supreme Court
of Canada Act. That is the $10,000 limit.

Senator Flynn: Would you indicate the
reasons for restricting the appeals as we are
doing now?

The Chairman: I think that is a fair ques-
tion.

Mr. Christie: Are you going back to section
36, senator?

Senator Flynn: I am concerned with both
sections, 36 and 39.

Mr. Christie: Section 39 is really something
that should have been picked up back in 1956.
So far as section 36 goes, the basic reason for
restricting the jurisdiction that now exists
under that section is that there has been a
tremendous increase in the workload of the
court and it is considered that the court
should concentrate on settling important
questions of law rather than questions of fact.
They do not want to get into a situation
where, for example, in an automobile negli-
gence case, there are several volumes of evi-
dence and counsel appearing before the
supreme Court are going over the evidence of
the various witnesses because there is a juris-
diction on questions of fact. Basically it is for
those reasons. Now, I have here a letter
which I received from the Registrar of the
Supreme Court the day before yesterday. He
illustrates the terrific increase in the work-
load of the court. For example, in 1940 they
heard 14 motions and 72 appeals. In 1953 they
heard seven motions and 101 appeals. In 1962
they heard 104 motions and 121 appeals. In
1967 they heard 118 motions and 167 appeals.

Senator Flynn: These facts are important.

The Chairman: Yes, these limits are. But,
actually, the statistics in the 60s, if they indi-
cate anything, would indicate that the $10,000
limit on appeals has not been a bar to appeals,
because the number of appeals has sub-
stantially increased. The only limit we are
adding today is on per saltum appeals, and
there have been many of those.

Senator Flynn: I think the important point
is that, owing to the increase in the volume of
work in the Supreme Court, we should sug-
gest these amendments and restrictions.

The Chairman: Section 2 carries. Section 3
simply provides for a quorum of the court in
different proceedings.

Mr. Christie: That is correct. Generally
speaking, applications for leave to the
Supreme Court are heard by three judges,
but there are a number of statutes which
provide that a single judge can hear an
application for leave to appeal. Now, the
application for leave can be extremely impor-
tant because, if you are not successful, your
access to the court is cut off. Thus, it is felt
that at least three judges should hear all
applications for leave, and that will be the
effect of this amendment.

Senator Connclly (Ottawa Wesi): I do not
object to the principle for the reason that you
gave to Senator Flynn in respect of restrict-
ing appeals, but once you establish a quorum
of three for all applications for leave, you are
then loading the court with quite a bit more
work, are you not? At least you are loading
the judges as a whole with more work
because you require more of them to attend
on these applications.

Mr. Christie: Yes. It will have that effect
because where one judge could dispose of the
matter before, three will now have to consid-
er it.

I might say that there will be no difference
where the Crown is appealing in a murder
case. The quorum will continue to be five.
There is no change in that.

Senator Thorvaldson: Mr. Chairman, may I
ask a question? Mr. Christie gave some
figures a little while ago in regard to the
number of motions coming before the court. I
take it that these applications for leave to
appeal were included in what you referred to
as motions?

Mr. Christie: Yes, that is correct.
Senator Thorvaldson: Thank you.
The Chairman: Carried.

Senator Kinley: Is there anything in this
act with respect to a case of delayed judg-
ment; that is, one that is unduly delayed by
the court?
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The Chairman: I think what you mean to
ask is: if there is a lengthy delay in deliver-
ing a judgment, what are the rights of the
litigants?

Senator Kinley: The trial goes on but the
judge does not give his decision. Sometimes it
is delayed for a very long time. Is there any
recourse for the litigants?

The Chairman: At the level of the Supreme
Court of Canada I think the answer must be
no. I think we have some provisions in the
lower courts.

Mz, Christie: Not that I am aware of, sena-
tor. As I understand it the only recourse that
litigants.have is to go to the Chief Justice of
the court and hope that it will be dealt with
as a matter of administration.

Senator Kinley: I know of judges who have
died before delivering a judgment.

The Chairman: There are provisions in the
Exchequer Court Act to cover that situation.
Over the years I have been involved in a few
such cases. You can either have a new trial or
you can agree to have another judge take the
transcript of the evidence, hear argument,
and then give his judgment.

Senator Thorvaldson: But that is only in
the Exchequer Court, is it not?

The Chairman: I know that it is in the
Exchequer Court and I think it is in the
Supreme Court of Ontario as well. I do not
know about the other provincial courts.

Senator Thorvaldson: I know it is in the
Exchequer Court because in one case I had to
go through an extra week of trial. The judge
died with only one hour to go in the trial.

The Chairman: You should not have been
so hard on him.

Senator Flynn: While we are discussing
section 444 it might be appropriate to ask the
witness if the department has considered
amending section 41, which presently gives
complete discretion to the court to grant leave
to appeal. Has the department considered
whether some guidelines should be inserted
there?

Mr. Christie: Arising out of what considera-
tions, senator?

Senator Flynn: Well, the court having full
discretion, the door is open to any decision,
and that would seem to run contrary to the

purpose or objectives sought by this act,
namely, to restrict the number of appeals and
diminish the work of the court.

Mr. Christie: Oh, no, it is not intended to in
any way interfere with the discretion that the
court has under section 41, because it is felt
they should have a wide discretion because
justice, in a particular case that cannot be
now anticipated, might require review by the
Supreme Court.

Senator Flynn: Have you any statistics
showing the proportion of leaves which are
granted out of the number of applications
made?

Mr. Christie: I do not have those statistics.
I could get them, no doubt.

Senator Flynn: Have you any idea what the
number is?

Senator Walker: Mr. Chairman, I would
like to point out that in the week of October
1 there were eight applications. One was
granted, one was reserved, and the rest were
dismissed. In the week of October 7 there
were nine applications. Two were granted,
three were reserved, and the rest were dis-
missed. In other words, they have cut down
the applications very considerably.

The Chairman: You mean they have cut
down the number of successful applications.

Senator Walker: Yes, where leave to appeal
is granted.

Senator Croll: Do you know whether any
consideration has been given to increasing the
number of judges of the court?

Mr. Christie: I have no information on that
at all, senator.

The Chairman: It would be a question of
policy.

Senator Croll: I realize that, but I thought
it was in the realm of discussion.

Senator Thorvaldson: Of course these
amendments would minimize the need for
increasing the size of the court. The whole
purpose of these amendments is to reduce the
volume of work.

The Chairman: If you look at the statistics,
I am not at all sure that the limitations so far
have done that.

Senator Thorvaldson: But that is what

these are intended to do.
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Senator Burchill: How is it possible for a
single judge to hear an appeal? It says here
“The proposed amendment will eliminate this
redundancy and, in addition, would require
that all applications for leave to appeal to the
Supreme Court be heard and disposed of by
the court rather than, as in some cases at
present, by a single judge of the court.”

Mr. Christie: That is not in the present act.
That is under special acts.

Senator Burchill:
wipe that out?

Would the amendment

Mr. Christie: It wipes it out. Single judges
do not hear appeals, but applications for
leave to appeal.

The Chairman: Shall that section carry?
Hon. Senators: Carried.

The Chairman: Section 4 simply strikes out
a heading. I am interested to know why you
are doing that. It strikes out the heading
preceding section 57 and sections 57 to 60 of
the said act are repealed.

Mr. Christie: Because section 57 deals with
habeas corpus in criminal matters, and we
are doing away with that jurisdiction in the
court, therefore the heading goes out with the
provisions to which it relates since they are
being repealed. You see the heading deals
with habeas corpus and that habeas corpus
jurisdiction will be removed if the act passes,
and therefore the heading goes with the
sections.

The Chairman: What you are saying is that
if we didn’t repeal the heading, the heading
would remain in the statute even though the
section disappeared.

Mr. Christie: I see your point there. I sup-
pose that as a practical matter the heading
would go anyway.

The Chairman: However, we are not doing
any harm by passing this. Shall this carry?

Hon. Senators: Carried.

The Chairman: There is, however, one mat-
ter. By repealing section 57, you have thrown
any consideration of habeas corpus which the
Supreme Court of Canada might have to the
appellate jurisdiction only.

Mr. Christie: That is correct.

The Chairman: Arising out of that there
are a couple of things I thought I should

bring to the attention of the committee. I am
not againt confining the jurisdiction in the
Supreme Court of Canada to appellate juris-
diction, but I did go through this matter some
years ago when I was more active in the
courts and there had been several convictions
under sections of the Criminal Code. This
person had been sentenced to a very substan-
tial fine on each charge and also to a jail
term. In due course and within the limitations
provided by law, the Crown appealed the
sentence only. In the meantime the appeal did
not come on for hearing for almost a year or
maybe longer and the man paid his fine and
had served his time and was a free man
walking around when the appeal was heard.
The court of appeal increased the sentence.
Notwithstanding the proposition that I put to
them that once I have served my time under
a sentence I have the equivalent of a pardon
under the Royal Seal, they decided that the
sentence was not the kind of sentence that
took all jurisdiction and terminated the pro-
ceedings until the sentence had been finally
established by the last authority-that had the
right to deal with it which was the court of
appeal. Then the question was what to do and
where do you raise the question since there is
no right of appeal from sentence to the
Supreme Court of Canada. The procedure
decided on was an application to a single
judge of the Supreme Court of Canada for a
writ of habeas corpus which he refused and
then the court of appeal of the Supreme
Court of Canada also refused it. But in the
light of what is being done now, at least the
man had his day in court. If you remember a
few years ago Mr. Matheson, a member of the
Commons, was here with some amendments
to the Criminal Code dealing with the ques-
tion of shopping around from judge to judge
in the hope that you might get one finally
who would issue a writ. Under the law as it
now stands I can go to a single judge in the
Province of Ontario and apply for a writ and
if he refuses I can appeal to the appellate
court. If the appellate court refuses I can go
as of right to the Supreme Court of Canada,
but the anomaly in the situation I have laid
out is this: that if after the court of appeal
had given a decision against the argument
that there was no jurisdiction in the court,
you then went to a single judge of the
Supreme Court of Ontario for a writ of
habeas corpus, he would feel bound by the
decision of the court of appeal and would
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refuse. Then you would go to the appellate
court which had already decided it and you
would end up in the Supreme Court of Cana-
da anyway.

I am wondering whether full thought has
been given to the position where habeas cor-
pus might be invoked in relation to jurisdic-
tion to change our very sentences, and wheth-
er what we are doing makes it abundantly
certain that the right exists in some form to
get somewhere for a review of habeas corpus
in these cases.

Mr. Christie: Well, as you point out, sena-
tor, the Supreme Court of Canada has no
jurisdiction over sentences. It does now have
a jurisdiction as a result of the 1965 amend-
ments to the Criminal Code to deal with
habeas corpus in criminal matters and it is
considered that that jurisdiction vested in
that court by that amendment of 1965 is a full
jurisdiction to deal with habeas corpus mat-
ters, and it is considered that the original
jurisdiction that is the concurrent jurisdiction
that single judges of that court now have
should in the light of these amendments be
done away with.

The Chairman: What I am thinking of is
this: Instead of having to go to a single judge
and then to the court of appeal and so ending
up in the only court where there can be a
review, the Supreme Court of Canada, why
should there not be a right of appeal directly
to the Supreme Court of Canada from what-
ever court has made the decision regarding
jurisdiction?

Mr. Christie: You mean there should be a
right of appeal direct to the Supreme Court
circumventing the provincial Appellate
Court?

The Chairman: Yes, by the per saultum
appeals provision.

Senator Thorvaldson: Has the jurisdiction
of the Supreme Court in original habeas cor-
pus matters been used at all in the last few
years?

Mr. Christie: It has. I have had only one
application myself, but I would say that it
has been used not infrequently in recent
years. There was quite a significant case two
or three years ago which involved Dr.
Schumacher from Saskatchewan. He invoked
the original jurisdiction.

Senator Connolly (Ottawa West): Having
tried elsewhere also.

Senator Thorvaldson: In other words he
shopped around up to the Supreme Court.

Mr. Christie: As I recall it he did make a
motion in Saskatchewan but he also came
down to the Supreme Court.

The Chairman: Any other questions? I sup-
pose the changes being made here are all for
the same purpose, that is tightening up the
procedures and trying to eliminate appeals
where you are not really doing any injustice
but merely preventing the court from being
overloaded.

Mr. Christie: That is correct, sir.

The Chairman: We come now to clause 5.
This is procedural, I take it?

Mr. Christie: Under section 63 of the
Supreme Court Act, provision is made that,
in the absence of some statutory provision or
an applicable rule in the rules of the Supreme
Court, proceedings in appeals shall be in
conformity with the practice of the Judicial
Committee of Her Majesty’s Privy Council.
The rules of the Judicial Committee are very
general in nature and of little practical value
as a source of supplementary rules of proce-
dure. Under the proposed amendment, the
supplementary rules, as they may be
required, will be prescribed by the Chief Jus-
tice or the senior puisne judge present. As a
matter of fact, in regard to the rules of the
Judicial Committee, I imagine that the ordi-
nary practitioner whould find it difficult to
put his hand on a set of them.

The Chairman: This is another step in the
improvement of our procedure, so that this
happens within Canada. Is the clause carried?

Hon. Senators: Carried.
The Chairman: Clause 6?

Mr. Christie: Under the present act, the
rules fail to specify the time within which
notice of appeal shall be filed. It is considered
desirable that they should specify the time to
be 21 days from the time prescribed by sec-
tion 66—which is the time for launching an
appeal—or such extended time as the judge
may, under special circumstances allow.

The second point is that—this deals with
questions when security is deposited in
cash—it is considered there should be no
need to make application to approve the
same, and when the security has been depos-
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ited, all the parties to the action should be
notified within 7 days. Again, these are techni-
cal procedural matters.

The Chairman: The various subsections
deal with the lodging of security. Shall clause
6 carry?

Hon. Senators: Carried.
The Chairman: Clause 7.

Mr. Christie: Clause 7 is another oversight
that is being picked up. When section 71 of
the Supreme Court Act was amended under
section 66, it provided that when security has
been deposited as required by section 66, any
judge of the court may issue his fiat to the
sheriff, to whom any execution on the judg-
ment has issued, to stay the execution. We
should have included in that section reference
to section 70 as well as to section 66, because
section 70 deals with the giving of security
for the purpose of staying execution.

The Chairman: That was the purpose of it,
and you wanted it to be effective?

Mr. Christie: Yes. We should have included
section 70 in 1956.

The Chairman: Shall the clause carry?
Hon. Senators: Agreed.
The Chairman: It is carried. Clause 8?

Mr. Christie: Under the present law, an
appellant can discontinue his appeal by sim-
ply giving notice to the other side. For obvi-
ous reasons, it is proposed that the appellant
should also give notice to the court, so that
the court will have formal notice that the
litigation is at an end.

The Chairman: That seems reasonable.

Senator Thorvaldson: I wonder how it
would be if it were overlooked?

The Chairman: Shall the clause carry?
Hon. Senators: Agreed.

The Chairman: It is carried. Clause 9?
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Mr. Christie: Section 106 of the Supreme
Court Act provides for the use of law stamps.
The use of these stamps is considered
unnecessary to any reasonable accountancy
system. On the advice of the late Auditor
General, Mr. Watson Seller, this amendment
is proposed, to do away with this method.

The Chairman: Shall clause 9 carry?
Hon. Senators: Agreed.
The Chairman: Clause 10?

Mr. Christie:
clauses 3 and 4.

The Chairman: Regarding the list of stat-
utes which you have appended, heretofore
you would have to go to these special acts in
order to find what the rights were to get to
the courts?

This is consequential on

Mr. Christie: That is correct.

The Chairman:
them here?

Now you are attaching

Mr. Christie: We are leaving them in the
special acts but we are amending them so
that if you are making application for leave
under a special act you have notice in the
special act that it will be heard by three
judges.

The Chairman: Clause 10 refers to the
schedule, so it ties it up?

Mr. Christie: That is correct.
The Chairman: Shall clause 10 carry?
Hon. Senators: Agreed.

The Chairman: Clause 11 deals with the
proclamation. Shall clause 11 carry?

Hon. Senators: Agreed.

The Chairman: Shall I report the bill with-
out amendment?

Hon. Senators: Agreed.

The committee adjourned.
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ORDERS OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Tuesday,
October 8th, 1968:

‘“With leave of the Senate,
The Honourable Senator Hasings moved, seconded by the Honourable
Senator Prowse:

That the Order of the Senate of Thursday, 3rd October, 1968, refer-
ring the Bill S-10, intituled: “An Act to amend the Customs Act”, to
the Standing Committee on Finance be rescinded; and

That the said Bill be referred to the Standing Committee on Banking
and Commerce.

After debate, and—

The question being put on the motion, it was—

Resolved in the affirmative.”

“Pursuant to the Order of the Day, the Honourable Senator Beni-
dickson, P.C., moved, seconded by the Honourable Senator Croll, that the
Bill S-4, intituled: “An Act respecting the markings of articles containing
precious metals”, be read the second time.

After debate, and—

The question being put on the motion, it was—

Resolved in the affirmative.

The Bill was then read the second time.

The Honourable Senator Benidickson, P.C., moved, seconded by the
Honourable Senator Croll, that the Bill be referred to the Standing
Committee on Banking and Commerce.

The question being put on the motion, it was—
Resolved in the affirmative.”

Extract from the Minutes of the Proceedings of the Senate, Wednesday,
October 9th, 1968:

“Pursuant to the Order of the Day, the Honourable Senator Haig
moved, seconded by the Honourable Senator Blois, that the Bill S-6,
intituled: “An Act respecting The Canada Trust Company”, be read the
second time.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.

The Bill was then read the second time.

3—3
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The Honourable Senator Haig moved, seconded by the Honourable
Senator Blois, that the Bill be referred to the Standing Committee on
Banking and Commerce.

The question being put on the motion, it was—
Resolved in the affirmative.”

“Pursuant to the Order of the Day, the Honourable Senator Haig
moved, seconded by the Honourable Senator Blois, that the Bill S-7,
intituled: “An Act respecting the Huron and Erie Mortgage Corporation”,
be read the second time.

After debate, and—

The question being put on the motion, it was—

Resolved in the affirmative.

The Bill was then read the second time.

The Honourable Senator Haig moved, seconded by the Honourable
Senator Blois, that the Bill be referred to the Standing Committee on
Banking and Commerce.”

The question being put on the motion, it was—
Resolved in the affirmative.

ROBERT FORTIER,
Clerk of the Senate.




MINUTES OF PROCEEDINGS

WEDNESDAY, October 16th, 1968.
(3)

Pursuant to adjournment and notice the Standing Committee on Banking
and Commerce met this day at 9.30 a.m.

Present: The Honourable Senators Hayden (Chairman), Beaubien (Bed-
ford), Benidickson, Carter, Connolly (Ottawa West), Cook, Croll, Desruisseaux,
Everett, Fergusson, Gouin, Haig, Inman, Irvine, Isnor, Kinley, Laird, Leonard,
Macdonald (Cape Breton), MacKenzie, Macnaughton, McDonald Molson,
Pearson, Rattenbury, Smith (Queens-Shelburne), Thorvaldson, Walker and
White.—(29)

Present, but mot of the Committee: The Honourable Senators Hastings
and Methot.

In attendance: E. Russell Hopkins, Law Clerk and Parliamentary Counsel.

Upon motion, it was Resolved to recommend that 800 English and 300
French copies of this day’s proceedings be printed.

Bill S-4, “Precious Metals Marking Act”, was considered, clause-by-
clause.

The following witnesses were heard:
Department of Consumer and Corporate Affairs:
The Honourable Ron Basford, Minister.
G. R. Lewis, Chief, Precious Metals Marking Division.

Upon motion, it was Resolved to report the said Bill without amendment.

At 10.15 a.m. the Committee proceeded to the next order of business.

10.15 a.m.

Bill S-10, “An Act to amend the Customs Act”, was considered, clause-
by-clause.

The following witnesses were heard:
Department of National Revenue:
J. G. Howell, Assistant Deputy Minister, Operations.
A. R. Hind, Assistant Deputy Minister, Customs.
Upon motion of the Honourable Senator Hastings, it was Resolved to

amend clause 4, which amendment appears by reference to the Report of the
Committee on the said Bill, which appears immediately following these

Minutes.
Upon motion, it was Resolved to report the said Bill as amended.

At 10.45 a.m. the Committee proceeded to the next order of business.

3—5



10.45 a.m.

Bill S-6, “An Act respecting The Canada Trust Company” and Bill S-7,
“An Act respecting The Huron and Erie Mortgage Corporation”, were con-
sidered together.

The following witnesses were heard:

Department of Insurance:
R. Humphrys, Superintendent.

Caanda Trust Company and Huron and Erie Mortgage Corporation:
E. D. L. Miller, Assistant General Manager, Finance.

Upon motion, it was Resolved to report the said Bills without amendment.
At 10.50 a.m. the Committee adjourned to the call of the Chairman.
ATTEST:

Frank A. Jackson,
Clerk of the Committee.



REPORTS OF THE COMMITTEE
WEDNESDAY, October 16th, 1968.

The Standing Committee on Banking and Commerce to which was referred
the Bill S-4, intituled: “An Act respecting the marking of articles containing
precious metals’”, has in obedience to the order of reference of October 9th,
1968, examined the said Bill and now reports the same without amendment.

All which is respectfully submitted.
SALTER, A. HAYDEN,
Chairman.

WEDNESDAY, October 16th, 1968.

The Standing Committee on Banking and Commerce to which was referred
the Bill S-10, intituled: “An Act to amend the Customs Act”, has in obedience
to the order of reference of October 9th, 1968, examined the said Bill and now
reports the same.with the following amendment:

Page 2: Strike out clause 4 and substitute therefor the following:

“4, Section 93 of the said Act is repealed and the following sub-
stituted therefor:

‘93. The collector or other proper officer may cause any package
of goods described in a bill of entry to be opened and the contents
thereof to be examined for the purpose of making an appraisal or in
order to verify the information given in such entry.””

All which is respectfully submitted.
SALTER, A. HAYDEN,
Chairman.

WEDNESDAY, October 16th, 1968.

The Standing Committee on Banking and Commerce to which was referred
Bill S-6, intituled: “An Act respecting The Canada Trust Company”; and
Bill S-7, intituled: “An Act respecting The Huron and Erie Mortgage Cor-
poration”, has in obedience to the orders of reference of October 8th, 1968,
examined the said Bills and now reports the same without amendment.

All which is respectfully submitted.
SALTER, A. HAYDEN,
Chairman.
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THE SENATE

STANDING COMMITTEE ON

BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, October 16, 1968.

The Standing Committee on Banking and
Commerce, to which was referred Bill S-4,
respecting the marking of articles containing
precious metals, met this day at 9.30 am. to
give consideration to the bill.

Senator Salter A. Hayden (Chairman) in the
Chair.

The Chairman: Honourable senators, we
have four bills, to deal with this morning. The
bill which we propose to take first is Bill S-4,
respecting the marking of articles containing
precious metals. Since the bill originated in
the Senate, I suggest that we print the
proceedings.

Upon motion, it was Resolved that a ver-
batim report be made of the proceedings
and to recommend that 800 copies in
English and 300 copies in French be
printed.

Honourable senators, we have with us this
morning the Minister of Consumer and Cor-
porate Affairs, the Honourable Ron Basford,
and Mr. G. R. Lewis, Chief, Precious Metals
Division.

Senator Benidickson, you gave the explana-
tion in the Senate. Have you anything you
wish to add?

Senator Benidickson: No, Mr. Chairman,
except that I received great help from the
departmental witness, Mr. Lewis. I feel that
the Senate is complimented to have the new
minister with us this morning to explain the
bill and to answer questions respecting it. I
understand that this is one of his first bills. I
think he introduced another in the House of
Commons but it has not been completed per-
haps as expeditiously as I hope this one will
be.

The Chairman: Mr. Minister, you have lee-
way in your explanations. Perhaps you have
some general statement you may wish to
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make and then we could get down to the
details of the bill.

Hon. Ron Basford, Minister of Consumer
and Corporate Affairs: Thank you very much,
Mr. Chairman. Honourable senators, as Sena-
tor Benidickson has explained, this is the first
bill that I have introduced, and I am
honoured that it started in the Senate. I am
pleased to have the opportunity to appear
before honourable senators this morning.

I am accompanied by Mr. G. R. Lewis,
Chief of the Precious Metals Marking Divi-
sion of the Department. The purposes of the
legislation were well outlined in the speeches
on second reading by Senator Benidickson
and Senator Thorvaldson. I have read those
speeches and there is not very much I can
add to the excellent presentation they made. I
have Mr. Lewis with me this morning in case
there are some questions from honourable
senators.

This bill deals with the products of an
important segment of the business community
in Canada. The history of legislation govern-
ing the marking of precious metals articles in
Canada goes back to 1908, when the Gold and
Silver Marking Act was enacted. Since that
time, the trade through the Canadian Jewel-
lers’ Association has co-operated with the fed-
eral Government in the enforcement of the
legislation to bring order to the market place
in the quality marking and advertising des-
criptions used in association with articles con-
taining precious metals.

In this industry there are continual
advances of a technological nature in manu-
facturing techniques and production methods,
and corresponding improvements in quality
control of materials and. processes. These
have become more numerous in recent years
and it has become difficult for legislation in
its present form to keep abreast of them.
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With the increasingly heavy legislative pro-
grams in recent years, it has been most diffi-
cult to obtain an opportunity to lay this type
of legislation before Parliament.

I think that the Canadian Jewellers’
Association first asked for this legislation in
1959.

The intent of the bill is to update the Pre-
cious Metals Marketing Act, Chapter 215 of the
Revised Statutes of Canada 1952 and to pro-
vide the mechanics for more easily meeting
technological change. The present act governs
the markings and advertising descriptions of
articles composed of gold, silver, platinum
and palladium and articles plated with gold
or silver. The act embraces numerous opera-
tive sections of a technical nature, defining
material content for various classes of arti-
cles. Since almost all required amendments to
this act relate to manufacturing techniques, it
is considered advisable that the act be recon-
structed to-retain the present basic provisions
and place the operative technical sections in
regulations made under the authority of the
act. Such basic provisions to be retained in
the act relate to general requirements res-
pecting correct quality marking and identify-
ing trade marks; offences, penalties, inspec-
tion procedure, and -authority for the Gover-
nor in Council to make regulations. The au-
thority being sought in this bill is to transfer
to regulation all technical provisions of the
present act, which include definitions of
material content, assay tolerances, permissi-
ble quality marks and exemption of certain
functional parts of articles from assay. This
structure will provide the required flexibility
to keep operative provisions up to date and
provide consumers with meaningful descrip-
tions and protection.

Honourable senators, as I have said, if
there are questions, either Mr. Lewis or I will
be happy to answer them.

Senator Pearson: Have there been any
changes in the markings of precious metals?

Hon. Mr. Basford: With the addition of the
two new metals, platinum and palladium, we
thought it would be wise to have one mark
for all four precious metals. Therefore, the
marking will be as provided in the act. It will
be a maple leaf surrounded by a “C”, with an
insignia indicating the type of metal it is.

The Chairman: Ajge there any other general
questions?

Senator Thorvaldson: Mr. Chairman, the
whole act has been re-enacted instead of the

Standing Committee

old one being amended. Ordinarily the old
acts are amended throughout the years. Is
there any special reason for a whole re-enact-
ment at the present time. Perhaps Mr. Lewis
could give the answer to that.

Hon. Mr. Basford: Subject to what Mr.
Lewis says, really the reason is that the
amendments are rather extensive and it is
simply easier to rewrite the whole act.

Senator Thorvaldson: It is just because of
the extensiveness of the amendments. The
principles remain the same. That is what I
was getting at.

Hon. Mr. Basford: Yes.

The Chairman: I think for purposes of refer-
ence later, where you have substantial amend-
ments it is better to do a new bill.

Senator Benidickson: I believe I said in the
Senate chamber that in essence we are allow-
ing more powers to be operated by regulation
than by statute under this bill.

The Chairman: Yes, éxcept that it would
appear in the bill, senator, that the regula-
tions are really part of the administration and
not anything substantive in nature, which is
the true purpose of the regulation. I do not
know whether you wanted the minister to say
that. I sort of cut in there, but I take it you
agree with that statement, Mr. Minister.

Hon. Mr. Basford: Yes. If one looks at the
old act, one sees a good many legislative
requirements which appear on manufacturing
processes, and it is very difficult in a changing
industry to have these in legislative form, if
legislation is to keep up to date with the
industry and serve industry as this act is
designed to do.

The Chairman: Are there any other general
questions? If not, we can deal with this bill
section by section. So far as section 2 is con-
cerned, the interpretation section, are there
any material differences there, Mr. Lewis, in
the definitions?

Mr. Lewis: Not of a material nature. Para-
graph (b) is identical except for the last part
of the sentence, “other than an article or a
part thereof designated by the regulations”.
This is removed from the definition of the
word “article”. It is a new definition.

Another change relates to the use of the
words “precious metals”. There is one defini-
tion of precious metals rather than four
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individual definitions. These are the sub-
stances of the changes in section 2.

The Chairman: Are there any questions on
the definitions?

Senator Cagter: I notice that a large part of
the act is taken up with the duties and the
responsibilities of an inspector, “inspector”
being defined in paragraph (d):

“inspector” means an
pointed or designated
with section 6;

inspector ap-
in accordance

But when you come to section 6 it says:
6. The Minister may appoint or desig-
nate any person as an inspector for the
purposes of this Act.

It does not give very much information about
what kind of person should be an inspector or
what his qualifications should be. I might say
that that seems to be a standard procedure,
because there are a number of acts that have
the same feature; they give a definition like
this one in (d) and then they tell you to go-to
another section, such as section 6 here, and
you find that the person, the inspector in this
case, is appointed or designated by the
minister. There have been some complaints
about that. I was just wondering why this is
so. Is this just an administrative device?
Could we not give more details about what
kind of person should be made an inspector?
This is apparently a very important:job.

Hon. Mr. Basford: I will let Mr. Lewis de-
scribe the kind of people who are already act-
ing as inspectors, but I think it would be
rather unwise to write into legislation the
Public Service requirements for an inspector.
However, the duties, responsibilities and
rights of inspectors are set out in the act.

Senator Carter: Yes?

Hon. Mr. Basford: And so are the areas
that he can look at and the powers that he
has. They are carefully set out.

Senator Carter: Under the present act these
could be ignored, really. If a person were
foolish enough to do so, he could ignore what
is set out. There is nothing to compel an
inspector to be able to discharge that
function— :

The Chairman: You mean to be able to
read? Does not the Public Service Act have
some bearing on this?
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Hon. Mr. Basford: I think the inspectors
are required to follow the act under which
they are operating and being paid as
inspectors.

The Chairman: I am thinking more of the
appointment.

Mr. Lewis: The duties are clearly outlined
for inspectors. The experience requirements
of handling jewelry articles preferably at the
manufacturing level are not less than four
years in one grade of inspector, and not less
than six years in another grade. So they are
familiar with the metals with which they are
working. This is clearly defined in the Public
Service Commission statement of duties for
this position.

Senator Benidickson: Mr. Chairman, my
colleague Senator Everett asked me, because
I sponsored the bill in the Senate, under what
area and section of the B.N.A. Act the federal
Government has jurisdiction in this field. I
confessed to him that offhand I could not say,
but I did say that we have had legislation of
this kind since 1908. Could our legal counsel
throw some light on this?

Hon. Mr. Basford: Our position is that it is
founded on the criminal jurisdiction of the
federal Government, an act to prevent decep-
tion and fraud in the sale of precious metals.

Senator Benidickson: Thank you.

Senator Thorvaldson: Coming back to sec-
tion 6, Mr. Chairman, which says that ‘“the
Minister may appoint or designate any person
as an inspector for the purposes of this Act”,
does that means that this person is outside
the Public Service or that the minister may
appoint anybody from Canada as an inspector
without that person’s being a member of the
Public Service?

Hon. Mr. Basford: No, senator. Inspectors
are members of the Public Service and are
hired in the normal way. It does not require
direction from the minister to actually
appoint inspectors for purposes of this act, to
give them powers of entry and inspection and
powers to seize, et cetera. But they are not
ministerial appointments. They are Public
Service appointments.

Senator Thorvaldson: That is what I want-
ed. They are designated by you out of the
Public Service.

Hon. Mr. Basford: That is right.
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The Chairman: The Public Service, I sus-
pect after consultation with the department,
senator, would set up the specifications for
the job and then in the appointment qualifica-
tions the people applying would have to con-
form to Public Service requirements.

Senator Thorvaldson: How many inspectors
are there in Canada and are they appointed
exclusively for purposes of administering this
act?

Mr. Lewis: There are six inspectors across
the country. Three are located in Montreal,
two are located in Toronto and one is in
Vancouver. Their work is not entirely devot-
ed to this act. They also enforce similar regu-
lations relating to material contents of other
products as well.

Senator Thorvaldson:
question.

That answers my

The Chairman: Does section 2 carry?
Hon. Senators: Carried.

The Chairman: Are there any questions on
section 3? This is just the prohibition
requirement.

Senator Pearson: Does the dealer reporting
precious articles have to inspect each one as
it comes in or does he make an initial inspec-
tion and then report?

Mr. Lewis: There is nothing laid down
except that it is an offence to import anything
illegally marked. We endeavour as much as
humanly possible to inspect daily the major
ports of entry in order that, if there is some-
thing in contravention of the act, the import-
er can be so advised before he completes the
importation.

Senator Pearson: What happens if an arti-
cle is imported that is legally marked in the
country from which it comes but falls below
the standards required by this act? What hap-
pens then?

Mr. Lewis: Then the marking would have
to be corrected to meet the specifications.

Senator Pearson: It would have to be
labelled according to Canadian standards.

Mr. Lewis: It would have to meet the
specifications of material content established
for Canada. If the quality of the silver were
below 925/1,000 pure silver, then it could not
be sold in Canada. If it was 800, a figure used
in European countries, and the word “silver”
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on it, this would have to be removed because
800 quality is not recognized as silver in
Canada.

Senator Carter: That is when it is brought
in for resale, but a person could bring—

M. Lewis: It only applies to dealers.

Hon. Mr. Basford: I think we should point
out to Senator Carter subsection 4 of section 4
which recognizes the United Xingdom
hallmark.

Mr. Lewis: Yes.

Senator MacNaughton: Mr. Chairman, how
is it possible to inspect the major ports of
entry, with only six inspectors daily?

Mr. Lewis: It is difficult, but most of the
importation is done by the larger wholesale
firms and they are located mainly in Montreal
and Toronto where the inspections are con-
centrated. There are very few importations: of
any magnitude through other ports.

Senator Benidickson: Perhaps not in magni-
tude, Mr. Lewis, but sometimes my wife,
when we are out driving in the automobile,
asks me to stop when she sees an antique
sign. I find that some of these people are
direct importers. To what extent are mark-
ings and things like that checked?

Mr. Lewis: We receive co-operation from
the customs officials in drawing our attention
to any commercial importation points that we
may not be inspecting regularly. We then get
the information or details as to the type of
marking on the article on which we can base
a decision for the customs appraisers. It
should be refused and held until we take the
matter up directly with the importer.

The Chairman: Do you mean to say that
the customs officials will hold for your
approval what appears to be commercial
importation?

Mr. Lewis: If the importation is obviously a
violation, such as the mark 10 carat, and if it
lacks the required registered trademark, the
article is then considered incorrectly marked
and may be held at that point of entry wuntil
we have discussed the violation with the
importer.

Senator Benidickson: Does this come back
to the jurisdiction under the criminal section
of the B.N.A. Act?
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Mr. Lewis: Yes. Marking is not mandatory;
it is voluntary. If the article is marked, then
it must adhere to the requirements as laid
down in the act, but, as I say, it is not a
mandatory marking bill.

Senator Thorvaldson: What do you mean
by, it is not a mandatory marking bill? In
other words, do you mean than an antique
dealer can import metals from any country
whether or not those metals are marked by
that country and sell them without any mark-
ings on them? Is that what you mean?

Mr. Lewis: When I say that the markings
are not mandatory, I mean that articles may
be sold in Canada without any claim of qual-
ity being stamped on them, regardless of
whether they are imports, domestic produc-
tion or antiques. In other words, there is no
compulsion that the articles be marked in the
first place. If an article is marked, then it
must be marked in accordance with the
requirements set down in various sections.

Senator Thorvaldson: If it is marked in the
country of origin—

Mr. Lewis: If it is marked in the country of
origin, then the marking must be in accord-
ance with the requirements.

Senator Thorvaldson: Is that

mean?

what you

The Chairman: If it is marked in the coun-
try of origin but does not comply with Cana-
dian standards then it cannot be brought in
and disposed of in Canada without the mark-
ing being changed to conform.

Senator Thorvaldson: But, at the same
time, there is no prohibition against bringing
in unmarked articles.

Mr. Lewis: Yes.
The Chairman: Is Section 3 carried?
Hon. Senators: Carried.

Senator Benidickson: Can we follow that
up, taking the mark of 18 carat gold? Is there
pretty well an international standard which
applies throughout all countries in the world
whereby that marking is accepted, or are
there some countries where a certain carat of

gold marking standard is not satisfactory to
Canada? .

Mr. Lewis: The marking itself “18 carat”
means the same thing throughout the world.
It is equivalent to the marking in the form of
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decimals. Take the example of 18 carat in
Europe which may be stamped .750. The 18
carat means 18/24ths of pure gold or three
quarters, and the .750 is three quarters. This
is a universal type of marking, but it would
probably arise if there were more liberal tol-
erances in the assay of articles, but the mark-
ing itself would be universal.

Senator Benidickson: Am I correct, Mr.
Chairman and Mr. Lewis, as to my conception
of this act that I presented to the Senate, that
everything is voluntary on the part of those
who present articles of precious metals, but
that if they do present them they then must
subscribe to your rules and regulations, but
that somebody could present an article of any
of these four precious metals without marking
“let the buyer be aware”? Is that what you
mean?

Hon. Mr. Basford: Yes, that is right, sena-
tor, and if he marks it in any way then it
must be marked in accordance with this act.
The practice is for Canadian jewellers to look
for the mark, so there is a strong economic
incentive for people to mark and, consequent-
ly, to mark in accordance with this act.

Senator Benidickson: They mark in accord-
ance with the act, then the customer has
some assurance of the liability.

Hon. Mr. Basford: That is right.

Senator Everett: If it has a foreign marking
on it, it must then be marked with a Canadi-
an mark in order to be retailed in Canada.

Mr. Lewis: No. If it is a British hallmark or
a mark of another country which is in accord-
ance with subsection 4, this truly and correct-
ly indicates the quality of the precious metal.

Senator Everett: Do we accept other coun-
tries’ markings in that case?

The Chairman: Only if they conform to our
marking as to quality.

Senator Everett: If they are below our
standards, does that mark have to be
expunged?

Mr. Lewis: If it happened that it was below
our standards that would be true, but I think
all countries, if my memory serves me cor-
rectly, do conform in the matter of toler-
ances, which is where the problem would
arise. However, lower quality than what we
have in Canada is not recognized in any coun-
try, so this problem has not arisen. When we
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say we recognize the mark of a foreign coun-
try, this is where the mark is applied by the
government, not by the individual manufac-
turer in the foreign country. The articles are
actually assayed and tested by the govern-
ment departments and the mark is applied by
them.

The Chairman: We come to that in section
4, which deals with quality, and the question
we have been discussing with regard to the
application of those trademarks of other
countries which may appear on precious met-
als and still conform with our standards. Are
there any further questions on section 4? Is
the section carried?

Hon. Senatoxs: Carried.

The Chairman: Are there any questions on
section 57 It seems pretty straight forward. Is
this section carried?

Hon. Senators: Carried.

The Chairman: On section 6, we already
dealt with that at the beginning, Senator
Carter, so I take it we can carry that one.

Hon. Senators: Carried.

The Chairman: Then we come to section 7.
Sections 7 and 8 refer to the duties and au-
therity of the inspectors in carrying out their
job. Are there any questions on those
sections?

Senator Kinley: Are there any inspectors
now?

The Chairman: There are six.

Senator Kinley: Do they anticipate having
more inspectors?

Mr. Lewis: Not at this time, senator.

Senator Kinley: Section 6 says:

The Minister may appoint or designate
any person as an inspector for the pur-
poses of this act.

Is not that in the act now?

The Chairman: This is a new act, not an
amending bill.

Senator Kinley: Were there inspectors

under the old act?

The Chairman: This will repeal the old act.

Section 8 defines the duties and so on. Shall
these sections carry?

Hon. Senators: Carried.

The Chairman: We come now to section 9
dealing with the regulations. Are there any
questions on that? It deals with a recital of
the items in respect of which regulations can
be enacted and to that extent it is of an
administrative character. Shall it carry?

Hon. Senators: Carried.

The Chairman: Section 10 deals with
offences and punishment. Any questions?

Senator Carter: Are there any differences
here from the old act? Are there any new
requirements?

Hon. Mr. Basford: The penalty under sec-
tion 2 used to be $25 minimum and $100
maximum. This is changed, as you will see, in
the last few words of section 10 to a fine not
exceeding $500.

Senator Benidickson: On this point, we had
a discussion about a new format for presenta-
tion of bills. We have the French and English
in two columns on the left. If there was a
change in a bill, say an increase in penalty
with regard to an offence, didn’t we formerly
have on the right hand side of the bill an
explanation of the old and new form. What
has happened to change this?

The Chairman: We had it on all amending
bills. But this is a new bill.

Senator Walker: Mr. Chairman, under sec-
tion 10 I see a penalty not exceeding $500.
Supposing they found 10 articles at a time,
does that mean $500 applying to each article
if the magistrate so wished?

Hon. Mr. Basford: It would apply to each
offence.

Senator Walker: So that if there were 10
articles involved it could be $5,000?

The Chairman: Up to $5,000.

Senator Thorvaldson: Conversely there
might be a case where an importer imports,
say, a million dollars worth of a certain arti-
cle which would invclve only one effence, and
his fine, if found guilty, would be only $500.

Mr. Lewis: I believe each article would be
regarded as a separate offence. This is the
intent of the legislation, and by removing the
minimum fine, if there were a dozen articles
involved, you may get a conviction on the
dozen offences. Depending upon the circum-
stances, the court could then impose the fine
on one or two and suspend sentence on the
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balance, but the conviction would automat-
ically cause forfeiture of the articles.

Senator Thorvaldson: The magistrate then
would have quite a problem on his hands as
to penalty if there were a thousand or ten
thousand articles involved.

Senator Kinley: Is there any international
commitment involved with regard to the lia-
bility of importers for precious metals such as
silver, gold and platinum coming into this
country? If I buy a silver set in England and
it is marked sterling and the inspector comes
and finds that it isn’t, who is responsible?

The Chairman: But you are not a dealer,
and this act only applies to dealers. So far as
you are concerned the ordinary standard
would prevail—Ilet the buyer beware.

Senator Kinley: But what do you do in the
case of the sale of an estate of a person who
has a lot of this?

The Chairman: Well, now you are raising a
different question and we may not have all
the answers here. If the estate employed a
dealer to dispose of these articles, some ques-
tion might arise.

Senator Kinley: But he would be the per-
son responsible.

The Chairman: If he gets an agent to sell it
he is not liable, but if he sells it himself he is.
Shall this section carry?

Hon. Senators: Carried.

The Chairman: I should point out that in
that section there is a time limit on instituting
prosecutions in the last subparagraph. The
time limit is a year from the date on which
the subject matter of the complaint arose.

Section 11 deals with the disposition of
articles upon conviction. Any questions?

Senator Gouin: What is meant by the refer-
ence to the Fisheries Act in subsection 3?

Hon. Mr. Basford: Section 64a of the Fish-
eries Act, and this is the explanation I have
from the Department of Justice, carefully
spells out the rights where the Crown has
seized something that has been forfeited of a
person other than the person who is responsi-
ble for the offence, and who has an interest in
the forfeited article, but who is not, as I say,
involved in the violation of the statute. The
result is that there is a reference to the Fish-
eries Act so that these rights of the non-
offending person are carefully spelled out,
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and the department has brought them now
into this act. What is needed is a Crown For-
feiture Act which would spell out these rights
applicable to all Crown Forfeitures.

Senator Desruisseaux: So that if the Fisher-
ies Act were amended, we would have to
amend this act too?

The Chairman: No, we would be subject to
it in whatever form it was, and if the section
still remained the same and retained the same
designation, 644, then we would be subject to
it in that designation. If they repealed that
and enacted another with the same number,
then of course you would have a question as
to the rights of non-offending parties.

Hon. Mr. Basford: I understand the Depart-
ment of Justice keeps a careful track in cases
where sections of one act impinge upon those
of another.

Senator Macnaughton: The same situation
would apply to the Trade Marks Act which I
understand the minister proposes to amend at
a later stage. Any changes in the Trade
Marks Act would automatically be involved
here too. There is a section here that refers to
the subject of the Trade Marks Act, as
amended in the future.

Hon. Mr. Basford: The trade mark must be
registered under the Trade Marks Act. If we
were completely to repeal the Trade Marks
Act, which is a rather unlikely possibility,
then, of course, there would be no require-
ment for registration. As long as there is a
Trade Marks Act, which I would suspect
would be for some time to come, the mark
under this act would have to be registered
under the Trade Marks Act.

The Chairman: Carried?
Hon. Senators: Carried.

The Chairman: Section 12 deals with the
“Certificate of ‘Master or assayer.” This is
again in the usual form, I take it?

Hon. Mr. Basford: Yes. There is no change
from the previous act.

The Chairman: Carried?
Hon. Senators: Carried.

The Chairman: Section 13 provides the
transitional, repeal and coming into force
provisions. This is where you have a repeal of
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the present act, Senator Kinley, provided for.
Shall this carry?

Hon. Senators: Carried.

The Chairman: And then section 14, the
date of coming into force. Carried?

Hon. Senators: Carried.
The Chairman: Shall the title carry?
Hon. Senators: Carried.

The Chairman: Shall I report the bill with-
out amendment?

Carried.
The Chairman: Thank you, Mr. Minister.
Hon. Mr. Basford: Thank you very much,

Mr. Chairman and honourable senators.

Whereupon the committee concluded its
consideration of the bill and proceded to the
next order of business.

Ottawa, Wednesday, October 16, 1968

The Standing Committee on Banking and
Commerce, to which was referred Bill S-10,
an Act to amend the Customs Act, gave con-
sideration to the bill.

Senator Salter A. Hayden (Chairman) in
the Chair.

Upon motion, it was resolved that a
verbatim report be made of the proceed-
ings and to recommend that 800 copies in
English and 300 copies in French be
printed.

We have before us for consideration now
Bill S-10, an act to amend the Customs Act.

The witnesses are: Mr. A. R. Hind, Assis-
tant Deputy Minister, Customs Mr. J. G. How-
ell, Assistant Deputy Minister, Operations;
Mr. Andre Senecal, Director, Port Adminis-
tration; and Mr. Robert Fraser, Customs
Appraiser.

Senator Hastings, you gave an explanation
of this bill in the Senate. Is there anything
you would like to add?

Senator Hastings: No, Mr. Chairman, I
have nothing to add, except to state that the
purpose of the bill is to up-date and improve
the procedures of the Customs, and to give
legislative authority, as recommended by the
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Public Accounts Committee in the other place
and as concurred in by the Auditor General.

I do have an amendment to propose, as we
proceed.

The Chairman: Are you going to carry the
ball on this, Mr. Howell?

Mr. J. G. Howell, Assistant Deputy Minis-
ter, Operations, Department of National Reve-
nue: I will, Mr. Chairman.

The Chairman: If there is a general state-
ment that you would like to make first, this is
the time for it.

Mr. Howell: Mr. Chairman, I have no gen-
eral statement prepared, but I may say that
the amendments contained in this bill, S-10,
were largely brought about by procedures
which the department adopted to enhance its
operations and which, ultimately, the Auditor
General felt should be covered by legislation.

Practically all the matters were discussed
in the Public Accounts Committee of the
Commons, where it was recommended that
the practice be followed which we were fol-
lowing, but that our act be amended and
brought up-to-date. This is the reason for this
particular bill, S-10, at the present time.

Shall I deal with the sections,
Chairman?

Mr.

The Chairman: Yes, we will start with sec-
tion 1, if you will give an explanation. Then
you can introduce your amendment at the
appropriate time, Senator Hastings.

Mr. Howell: In section 1 we have left out
the last paragraph of section 23(2), where we
were required to destroy goods which could
not be sold for duties and taxes and other
purposes. It was always the feeling of the
department that this was a waste of good
property and that we should, if we could, sell
the goods by public auction to get the duty
and taxes out of it. This was fully agreed to,
and the bill has been amended to provide
that we do not have to destroy and we can
sell by public auction or public tender.

The Chairman: Still dealing with section 1,
is this the section concerning which you have
an amendment, Senator Hastings?

Senator Hastings: I would like to know
why we say in section 1 “duly entered within
one month”. This is the only place in the act
where the term is measured in months rather
than days. All the others are days—thirty,
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sixty, ninety days; and in this particular
clause you say ‘“one month”.

Mr. Howell: I am not quite sure I know the
explanation, but I think it is on the basis that
we are talking about warehouses, and the
warehouse rent is usually based on one month
and not a number of days. I think this is
probably the reason it is used there.

Senator Hastings: If we are going to be
consistent, should we not say “thirty days”?

Mr. Howell: It has always read like this,
but we can change it. We spoke to our law-
yers about this point and they said, “It has
always been one month. ’If goods go into
warehouse on the 28th of the month, they are
there until the next 28th. If you put them in
on the 5th, they are there until the 5th of the
next month.

Senator Hastings: But the length of the
months varies—28, 30, 31 days. When you
refer to days 17 times in other places in the
act, it would be consistent to refer to “30
days” in this clause.

The Chairman: The difference is that in the
subsection you are referring to you are talk-
ing about “not duly entered within one
month”—that is, into warehouse.

In section 2 they talk about “within thirty
days,” but this is not in relation to the enter-
ing into warehouse. It is the time limit you
have after entry or landing of any goods. It
applies to different circumstances, so consis-
tency would not necessarily be a virtue there.

Senator Thorvaldson: Supposing the goods
come into warehouse on February 28 and
they are there for one month, until March 28;
but if you come in on March 1, it is a 31-day
month.

Mr. Howell: Yes.

Senator Kinley: It seems to me the only
difference is the destruction of goods. The
amendment does not provide for destruction
of goods. The law used to be that they would
be destroyed. What action do you take now
when you make the sale yourself?

Mr. Howell: We sell the goods.

Senator Kinley: But do you give the
importer anything that is left?

Mr. Howell: Yes:

Senator Kinley: Otherwise, under the old
act, you destroyed the goods.

Mr. Howell: Yes, the law said to destroy
the goods, but we actually did not; we sold
them for duties and taxes.

Senator Carter: What do you do with beer
now, do you sell it or does it still go down the
drain?

Mr. Howell: No, we cannot sell alcoholic
beverages.

Senator Thorvaldson: I think that is a terri-
ble waste.

Mr. Howell: Under the Importation of Al-
coholic Liquors Act, passed in 1928 after a
long series of very unfortunate circumstances
along the Canadian-American border, this act
stated that none but liquor commissions may
import liquor into Canada, either from out-
side of Canada or inside Canada.

Senator Thorvaldson: I think we should get
sensible and do some revising of those
provisions.

The Chairman: The only difficulty you have
is that you have one purchasing authority in
each province that is very anxious that as
much revenue as possible should be produced
from that purchaser. To make assurance dou-
bly sure, they have no competing purchaser

Senator Thorvaldson: But the fact is that
these circumstances create very big waste,
economic waste, which as sensible people we
should not tolerate in this country any
more—whether it concerns alcoholic bever-
ages or any other kind of confiscation of
goods seized under any act whatsoever.

The Chairman: If, instead of destroying
them you distributed them to, say, some of the
welfare agencies, you can imagine the howl
that would be raised—not necessarily by the
residents, but by those charged with the
administration of welfare.

Mr. Howell: The liquor boards cannot very
well buy this liquor from us because this may
be a brand they have never purchased and do
not carry; it might be of a different strength,
different stock, different flavour, and conse-
quently, they do not put it on their shelves.

Senator Macnaughton: May I point out that
we have the jurisdiction on the Hill to open
up a depository.

The Chairman: That is not covered by the
bill before us. Are there any other questions
on section 1 of the bill? Does section 1 carry?

Hon. Senators: Carried.
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The Chairman: Have you any comment on
section 2 of the bill, Mr. Howell?

Mr. Howell: I think this is the same as the
other one.

The Chairman: Yes. Does section 2 carry?
Hon. Senators: Carried.

The Chairman: Are there any questions on
section 3? This is simply giving the importer
an opportunity to get out of trouble, is it not?

Mr. Howell: This is just the same as the
other one except that it applies to goods in
the warehouse, and not goods imported.

Senator Thorvaldson: Mr. Chairman, I
should like to go back to section 2, if I may. I
observe that the period is 30 days there.

The Chairman: Yes, I pointed that out a
while ago. The period of a month is in rela-
tion to entry into warehouse, and it is a well
understood period in respect of the occupa-
tion of premises. Thirty days is simply a time
limit within which certain things may hap-
pen. I do not think there is any relationship,
or need be any relationship, in the language.

Senator Kinley: Is there any chance here of
the importers not having to go through all
this business?

Mr. Howell: He may bid at public auction,
or by public tender.

Senator Kinley: For instance, after you
advertise a sale and go through all this para-
phernalia that you have here, can you say to
him, “Look, these goods are here. What will
you give them?”

The Chairman: No.

Mr. Howell: He had his opportunity when
he imported of paying the duties and taxes.

Senator Kinley: It says:

The purpose of this amendment is to
remove the obligation to destroy goods
abandoned in accordance with this sec-
tion that cannot be sold for a sum suffi-
cient to pay duties and charges thereon.
The amendment set out in clause 10 is
related to this amendment.

I thought that that meant he could come in
and buy the goods.

The Chairman: Only at public auction. He
competes with everybody else.

Senator Kinley: Suppose nobody else bids.

The Chairman: Well, he can bid. Does sec-
tion 3 carry?

Hon. Senators: Carried.
The Chairman: Section 4?

Senator Hastings: Section 4 was inserted to
provide more flexibility in inspection at cus-
toms. However, it is the opinion of the legal
counsel that we have tied our hands by using
the phrase “in the presence of the importer
thereof or his agent”, because this would
make it inoperative at the moment. I propose,
therefore, that this clause be amended by
striking out the words “in the presence of the
importer thereof or his agent”.

The Chairman: What is the effect of that?

Senator Hastings: Would you care to answ-
er that question, Mr. Howell?

The Chairman: In practice, how do you do
it?

Mr. Howell: In practice we do not require
the presence of the importer or his agent to
open goods.

The Chairman: What procedures for the
protection of your own people do you employ
in connection with the opening of goods if the
owner or importer is not there?

Mr. Howell: We do not say that by law a
person should be there. What we say is that
we would prefer him to be there. He is usual-
ly there, but usually goods are opened in a
warehouse or a postal branch where there is
a large number of employees, and more than
one person opening a package, and there is
another appraising the contents. Therefore,
you do have more than one person present.

The Chairman: Would it slow down the
process if instead of “in the presence of”’ we
said “on notice to”?

Mr. Howell: The importer has to have
notice of goods arriving in order to be able to
present his entry. That is when the entry is
presented.

The Chairman: And this refers to opening
for the purpose of examination?

Mr. Howell: Yes.

The Chairman: Yes, I see.
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Mr. Howell: You will notice that we struck
it out old section 93 because it had relation
only to the entry of goods where there was a
suspicion of fraud. Actually, I do not think
we have ever had a case of fraud here, and
even if we did suspect fraud we would be
obliged for our own protection to call the
importer in. I do not think it is necessary to
have those words in here. We did not notice
the problem until a few days ago, but this
would force us to require the importer to be
present every time we opened a package, and
this would stop our operations.

The Chairman: What is the view of the
committee? Is the committee prepared to
amend this section by striking out those
words?

Senator Thorvaldson: I think Mr. Howell
can speak to that better than any other per-
son here. He probably was speaking to it, but
I did not hear what he said. However, it
seems to me that you create for yourselves a
great administrative problem by putting in
those words. What happens if the importer
says he will not go? Probably you were refer-
ring to that.

Mr. Howell: Yes, I was referring to that,
because the release of goods would come to a
standstill if we had to wait for the arrival of
the importer or his agent.

Senator Thorvaldson: He may never come.

Mr. Howell: That is right, he may never
come.

Senator Carter: Is this a new section What
did you do previously?

Mr. Howell: Look at section 95(1) on the
right hand page. It is one package in ten, do
you see?

Senator Carter: So you had the right to
open in one in ten, whether he was present or
not?

Mr. Howell: That is right.

Senator, Carter: How did this provision
with respect to having a person present arise?

Mr. Howell: Are you referring to the words
“in the presence of”, and so on?

Senator Carter: Yes.

Mr. Howell: Actually they came out of sec-
tion 93.

Senator Carter: I see.

Mr. Howell: There was a little mixup there.
The Chairman: Shall the amendment carry?
Hon. Senators: Carried.

The Chairman: So, we will amend the new
section 93 by striking out the words “in the
presence of the importer thereof or his
agent”.

Senator Thorvaldson:
department wants that?

I take it that the

The Chairman: The department supports
the amendment.

Section 5: This is simply the repeal of sec-
tions 95 to 97 of the act. These were specific
provisions in connection with examinations,
and they are no longer necessary. Is that cor-
rect, Mr. Howell?

Mr. Howell: These sections had reference to
an examining warehouse. We no longer send
goods to a central warehouse, because we
examine goods on the spot in the warehouse
at which they arrive in Canada, whether they
arrive by steamship, railway, highway, or air.
We do not bring goods into a central point.

The Chairman: Section 6, at the top of page
3, deals with refund for alleged inferiority or
deficiency. This has to do with sales tax, does
it not?

Mr. Howell: No, sir.

The Chairman: Has this also to do with
customs entry?

Mr. Howell: Yes.

The Chairman: If you are looking for uni-
formity, Senator Hastings, I would point out
that you have a period of ninety days here.

Senator Hastings: But it is still stated in
days.

Mr. Howell: I will call on Mr. Hind, the
Assistant Deputy Minister, Customs, because
this is in his area.

Mr. A. R. Hind (Assistant Deputy Minister,
Customs, Deparimeni of National Revenue):
Mr. Chairman, this has the effect of extend-
ing to 90 days, from the existing 30 days, the
period of time in which an importer can
report to the collector any shortage of goods
or any deficiency in quality of the goods.
Heretofore it has been 30 days, although I
should say that there is in existence now an
order in council which increases the period
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from 30 days to 90 days. However, it was felt
that rather than having to lean on an order in
council for this authority we should have it in
the act.

The Chairman: This is a relieving provi-
sion, and is of benefit to the importer?

Mr. Hind: Yes.

The Chairman: And it is consistent with
your practice?

Mr. Hind: Yes.
The Chairman: Does section 6 carry?
Hon. Senators: Carried.

Senator Isnor: It covers quantity as well as
quality?

Mr. Hind: Yes, sir.

The Chairman: Have you any comment on
section 7, Mr. Howell?

Mr. Howell: This
Customs.

The Chairman: Mr. Hind?

again comes under

Mr. Hind: This is a new section which will
give the department authority to continue to
act as it has been acting for many, many
years in the past. In the Customs Tariff rates
of duty can vary depending upon the person
importing the goods, or the use to which the
goods are put. As an example, a university or
a hospital is permitted to bring in certain
named goods at a lower rate of duty than the
average individual would pay. Past practice
has been that when an importer has imports
goods for stock and does not know to whom
the goods will be sold, he pays the rate of
duty as required under the law. If subse-
quently he sells the goods for an exempt use
or to an exempt individual, in the past we
have entertained refund claims. In other
words, we require the importer to pay only
the rate of duty that would have been paya-
ble had the final purchaser been the importer
of record. The Auditor General felt that we
had been honouring these refund claims with-
out proper authority. As a result we are now
suggesting an amendment to the Customs Act
which will give us authority to continue our
past practice.

The Chairman: Shall section 7 carry?
Hon. Senators: Carried.

The Chairman: We pass to section 8.

Mr. Hind: This again is a change which has
been made as a result of a comment by the
Auditor General. It relates primarily to air-
lines. Traditionally vehicles have been
exempted from the payment of duty and tax
when they engage in international traffic. We
have a problem, however, when dealing with
airlines, some of which operate domestically
in addition to operating internationally. When
they operate domestically both duty and tax
have to be paid.

Our problem is to determine the proper
amount to refund in respect of the time the
aircraft is operating internationally as
opposed to domestically. In the past our prac-
tice has been to work on an estimated basis,
based on a formula which very largely takes
into account the number of miles flown by
the aircraft internationally as opposed to the
number of miles flown domestically. This new
section is for the purpose of enabling us to
continue to operate as we have in the past.

Senator Laird: I see this is subject to the
consent of the party involved. Supposing that
party does not consent, what happens?

Mr. Hind: I must say that we have not run
into problems of this nature in the past. In
establishing the formula we normally sit
down with the airlines and have a meeting of
the minds in establishing the formula
aporoach.

Senator Laird: Supposing the airline does
not consent, do you then arbitrarily apply
your own formula? Have you power to do
that?

Mr. Howell: Actually we would charge full
duty and tax; you apply the tariff.

The Chairman: Shall section 8 carry?
Hon, Senators: Carried.
The Chairman: We now pass to section 9.

Mr. Hind: Section 9 represents a tidying up
operation. It gives the importer 90 days in
which to bring to the attention of the local
collector any misdescription of goods on the
invoice. At present the period is 30 days and
it is felt that in today’s way of doing business
30 days are not quite sufficient. It has been
suggested that we make the period 90 days,
which is in keeping with what we are doing
in respect of the shortages of goods and the
inferiority in quality, which we have exam-
ined in section 6. This again is by way of
relief to the importer.
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Senator Hastings: I have the brief of the
Canadian Chamber of Commerce regarding a
90-day reappraisal period, saying- that the
importer is confined to 90 days while the
minister has two years in which to
reappraise.

Mr. Hind: That is in another section of the
Customs Act.

Senator Hastings: This refers to section 43.
Would you care to comment on that?

Mr. Hind: Section 43 does indeed give the
importer 90 days in which to contest a ruling
of the department, be it on value or on rate
of duty. It is true that there are subsections
in the same section which give a dominion
customs appraiser two years in which to
make a re-determination of the value or clas-
sification. There are a number of reasons why
we feel we should not extend the periogd to
the importer beyond 90 days.

If we are looking, for example, at a claim
for inferiority in quality it is almost essential
that this be brought to the attention of the
customs authorities as soon as possible
because physical examination of the goods is
required, or if there is a shortage claimed
customs officers must examine the importa-
tion to see if the shortage exists. We feel we
can do this within a 90-day period, but if we
leave it for two years it will make it almost
impossible for us to determine whether there
is an inferiority in quality of the goods or a
shortage of quantity of goods imported.

Senator Hastings: I appreciate having 90
days with respect to shortage or quality, but
on reappraisal you also confine them to 90
days while your minister has two years in
which to reappraise.

Mr. Hind: As a matter of practice, the
minister, the deputy minister and the domin-
ion customs appraisers do not go back beyond
the 90 days even though the two-year period
is there. In addition, we lean upon this two-
year period in order that the deputy minister
may act in relief of an importer. In other
words, while under section 43 the importer is
restricted to 90 days in which to claim over-
payment, if it is found that there was a ruling
in existence which backs up the submission
by the importer and the importer did not
come to us within a 90-days period, the depu-
ty minister can, will and does use the two-
year period in which to pay the refund claim.

Senator Hastings: To reappraise?

Mr. Hind: Yes, sir.

Senator Isnor: You would have very, very
few of these cases.

Mr. Hind: We have a fair number of such
cases.

The Chairman: Shall section 9 carry?
Hon Senators: Carried.

The Chairman: We now come to section 10,
which deald with sales by public auction or
tender. The only additional words appear to
be “by public tender”.

Senator Carter: I think Mr. Howell answ-
ered this question in reply to Senator Kinley
earlier but I am not sure. Can the person who
forfeited goods buy them back under tender?

Mr. Howell: If we were the highest bidder
on a tender, yes.

Senator Carter: If he had forfeited them
because they were illegal?

Mr. Howell: It would not necessarily be
because they were illegal. He might have
abandoned them in the warehouse, or he
might not have been able to pay for the goods
at the time and get them out of bond.

Senator Carter: This would not apply to
goods forfeited because they were illegal?

Mr. Howell: Illegally imported because they
were smuggled?

Senator Carter: Yes.

Mr. Howell: If they were smuggled they
would be sold by auction, yes.

The Chairman: Shall section 10 carry?
Hon. Senators: Carried.

The Chairman: Section 11 is simply pro-
cedural. Are there any questions? Shall the
section carry?

Hon. Senators: Carried.

The Chairman: Section 12. Have you any
comment on that, Mr Hind?

Mr. Hind: This amendment is consequential
on the amendments of some previous sections,
under clauses 4 and 5 of the bill, where the
words “examining warehouse” were eliminat-
ed. This amendment to section 216 is a conse-
quence of that.
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The Chairman: It is
position.

Senator Kinley: Who has the lawful author-
ity in regard to the practice in the Customs?

It is the officer who makes the submissions to
the department?

safeguarding the

The Chairman: Under an earlier section
which we were dealing with, the Customs
officer opens the package, when he is given
the right to examine.

Senator Kinley: On the question of the law-
ful authority, it says “any person who, with-
out lawful authority”. The person who has
lawful authority is the customs officer?

The Chairman: Yes. Shall the clause carry?
Hon. Senators: Agreed.

The Chairman: Shall I report the bill as
amended?

Hon. Senators: Agreed.

Whereupon the committee concluded its
consideration of the bill, and proceeded to the
next order of business.

Ottawa, Wednesday, October 16, 1968

The Standing Committee on Banking and
Commerce, to which was referred Bill S-6,
respecting the Canada Trust Company and
Bill S-7, respecting the Huron and Erie Mort-
gage Corporation, gave consideration to the
bills.

Senator Salter A. Hayden (Chairman) in the
Chair.

The Chairman: Honourable senators, since
these bills originate in the Senate, we should
report the proceedings.

Upon motion, it was resolved that a ver-
batim report be made of the proceedings
and to recommend that 800 copies in
English and 300 copies in French be
printed.

The Chairman: Honourable senators, since
these two companies are related, I suggest
that in our consideration of them, in the ver-
batim reporting, and in our Report to the
Senate, we deal with the two bills together. Is
that agreed?

Hon. Senators: Agreed.

The Chairman: We have with us this morn-
ing Mr. R. Humphrys, Superintendent of
Insurance. Mr. Humphrys, in accordance with
the usual practice, would you give us an
explanation as to what these bills propose?

Mr. R. Humphrys, Superintendent of Insur-
ance: Mr. Chairman and honourable sena-
tors, these two bills are, in a sense, companion
bills. The Canada Trust Company is very well
known, one of our major trust companies;
and The Huron and Erie Mortgage Corpora-
tion is a very large mortgage loan company.

The two companies are associated with the
Canada Trust Company as a wholly-owned
subsidiary of the Huron and Erie Mortgage
Corporation. The two companies operate
together and have the same operating staff
and share the same offices. The boards of
directors are not identical but there is consid-
erable overlapping.

The purpose of these bills is merely to
increase the authorized capital stock of each
company. The department has no objection to
that. In fact, it is necessary, as a company
grows in size, to increase the capital, in order
to maintain an adequate safety margin for the
deposits.

The Chairman: That is, as between deposits
and capital?

Mr. Humphrys: This company has grown to
the size where it needs to increase its capital
in order to provide this safety margin for
expected future growth. That is the purpose
of this proposed amendment, and there are
scarcely any further comments I can make at
the moment.

Senator Kinley: Could Mr. Humphrys say
whether any banks have control of the shares
of the Canada Trust Company or of the
Huron and Erie Mortgage Corporation?

Mr. Humphrys: No, all the shares of the
Trust Company are owned by the Huron and
Erie Mortgage Corporation.

Senator Kinley: Sometimes trust companies
split things up to bring themselves within the
law. with regard to bank ownership. That is
not apparent here?

Mr. Humphrys: No, there are no shares of
the Canada Trust Company in any hands
except those in the parent company, the
Huron and Erie Mortgage Corporation, and
the qualifying shares owned by directors.
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Senator Kinley: The Canada Trust Compa-
ny has had its name for a long time?

Mr. Humphrys: Yes, since the turn of the
century, since 1901.

Senator Kinley: In terms of events, regard-
ing trust funds now, the names are rather
similar between one and another?

Mr. Humphrys: Indeed, there might be an
argument today, if they were seeking those
names.

Senator Macnaugthon: In essence, the com-
pany is doing so well it needs more capital?

The Chairman: It is that simple, yes. There
is a relationship between deposits and the
paid-up capital.

Senator Macnaughton: I understand that
these companies are independent of any bank
control?

Mr. Humphrys: Yes.

Senator Kinley: In the case of the Mortgage
Company, is it attached to the banks at all?

Mr. Humphrys: No. The control of the
Mortgage Company does not rest in any sin-
gle shareholder. Some banks may have shares
in a mortgage company.

Senator Leonard: Is it contemplated that
the situation will still continue with respect to
additional shares, that they will be held by
the Huron and Erie Mortgage Corporation for
the Canada Trust Company?

Mr. Humphrys: That is my understanding.

Senator Leonard: The borrowing power,
under the general terms of the act, is only

affected through the increase in capital of the
Huron and Erie Mortgage Corporation?

Mr. Humphrys: That is so. The Ilaw
requires that the two companies be con-
solidated for testing of borrowing power.

Senator Isnor: I am wondering regarding
the number of shares and the amount. They
state $20 per share. Am I wrong in that, that
later on they will come back and ask for
another re-appraisal, to $10 a share, to make
it more uniform with the market?

Mr. Humphrys: This bill will establish the
par value of the shares at $2 each, so this will
subdivide the shares as compared with the
present par value.

Senator Haig: What is the market value of
the shares at the present time?

Mr. Humphrys: The market value of the
Huron and Erie shares is around the $14 lev-
el. It has been between $14 and $15.

Senator Carter: Do these two companies
operate independently?

Mr. Humphrys: No, senator. They operate
as associated companies. They are under the
same management staff.

Senator Carter: How do they proceed for
income tax? Do they pay income tax as one
company or as two companies?

Mr. Humphrys: As two companies.

The Chairman: If there are no other ques-
tions, shall I report the bill without
amendment?

Hon. Senators: Agreed.

The Committee then adjourned.
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ORDERS OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Tuesday,
October 1st, 1968:

“Pursuant to the Order of the Day, the Honourable Senator Molson moved,
seconded by the Honourable Senator Smith (Queens-Shelburne), that the
Bill S-9, intituled: “An Act respecting British Northwestern Insurance Com-
pany”’, be read the second time.

After debate, and—

The question being put on the motion, it was—

Resolved in the affirmative.

The Bill was then read the second time.

The Honourable Senator Molson moved, seconded by the Honourable
Senator Smith (Queens-Shelburne), that the Bill be referred to the Standing
Committee on Banking and Commerce.

The question being put on the motion, it was—

Resolved in the affirmative.”

Extract from the Minutes of the Proceedings of the Senate, Wednesday,
October 16th, 1968:

“Pursuant to the Order of the Day, the Honourable Senator Cook moved,
seconded by the Honourable Senator Isnor, that the Bill S-11, intituled: “An
Act to incorporate Aetna Casualty Company of Canada”, be read the second
time.

After debate, and—

The question being put on the motion, it was—

Resolved in the affirmative.

The Bill was then read the second time.

The Honourable Senator Cook moved, seconded by the Honourable Senator
Isnor, that the Bill be referred to the Standing Committee on Banking and
Commerce.

The question being put on the motion, it was—
Resolved in the affirmative.”

ROBERT FORTIER,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS

‘WEDNESDAY, October 23rd, 1968.
(4)
Pursuant to adjournment and notice the Standing Committee on Banking
and Commerce met this day at 9.30 a.m.

Present: The Honourable Senators Aseltine, Beaubien (Bedford), Burchill,
Carter, Connolly (Ottawa West), Croll, Desruisseaux, Everett, Fergusson,
Gouin, Hays, Inman, Irvine, Isnor, Kinley, Laird, Leonard, Macnaughton,
McDonald, Molson, Smith (Queens-Shelburne), Thorvaldson and Willis—(23).

Upon motion, the Honourable Senator Leonard was elected Acting Chair-
man.

In attendance: E. Russell Hopkins, Law Clerk and Parliamentary Counsel.

Upon motion, it was Resolved to recommend that 800 English and 300
French copies of this day’s proceedings be printed.

Bill S-9, “An Act respecting British Northwestern Insurance Company”,
was read and considered.

The following witnesses were heard:

Department of Insurance:
R. Humphrys, Superintendent.

British Northwestern Insurance Company:
James K. Hugessen, Counsel.

Upon motion, it was Resolved to report the said Bill without amendment.
At 9.45 a.m. the Committee proceeded to the next order of business.

Bill S-11, “An Act to incorporate Aetna Casualty Company of Canada”,
was read and considered.

The following witnesses were heard:
Department of Insurance:
R. Humphrys, Superintendent.
Aetna Casualty Company of Canada:

J. H. C. Clarry, Q.C., Counsel.
G. E. Rhine, Vice-President, Field Administration Department, Aetna
Casualty and Surety Company, Hartford, Connecticut.

Upon motion, it was Resolved to report the said Bill without amendment.
At 10.15 a.m. the Committee adjourned to the call of the Chairman.
ATTEST:

Frank A. Jackson,
Clerk of the Committee.



- REPORTS OF THE COMMITTEE

WEDNESDAY, October 23rd, 1968.

The Standing Committee on Banking and Commerce to which was referred
the Bill S-11, intituled: “An Act to incorporate Aetna Casualty Company of
Canada”, has in obedience to the order of reference of October 16th, 1968,
examined the said Bill and now reports the same without amendment.

All which is respectfully submitted.

T. DPARCY LEONARD,
Acting Chairman.

WEDNESDAY, October 23rd, 1968.

The Standing Committee on Banking and Commerce to which was referred
the Bill S-9, intituled: “An Act respecting British Northwestern Insurance
Company”, has in obedience to the order of reference of October 1st, 1968,
examined the said Bill and now reports the same without amendment.

All which is respectfully submitted.

T. D’ARCY LEONARD,
Acting Chairman.



THE SENATE

STANDING COMMITTEE ON

BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, October 23, 1968.

The Standing Committee on Banking and
Commerce, to which was referred Bill S-9,
respecting British Northwestern Insurance
Company met this day at 9.30 a.m. to give
consideration to the bill.

The Clerk of the Committee: Honourable
senators, in the absence of the chairman is it
your pleasure to elect an acting chairman?

Senator McDonald: I move that Senator
Leonard be acting chairman.

The Clerk of the Commitiee: Is it agreed
that Senator Leonard be acting chairman?

Hon. Senators: Agreed.

Senator T. D'Arcy Leonard (Acting Chair-
man) in the Chair.

The Acting Chairman: We have before us
today two bills that originate in the Senate.
Do we have the usual motion for the printing
of 800 copies in English and 300 copies in
French of our proceedings?

Upon motion, it was resolved that a
verbatim report be made of the proceed-
ings and to recommend that 800 copies in
English and 300 copies in French be
printed.

The Acting Chairman: The first item on our
agenda is Bill S-9, respecting British North-
western Insurance Company. This bill was
sponsored by Senator Molson, and there are
witnesses present from the company in the
persons of Mr. R. D. Allan, Secretary Trea-
surer; Mr. I. B. Hurst, Underwriting Manag-
er, and Mr, James K. Hugessen, Counsel. Also
present is Mr. R. Humphrys, Superintendent
of Insurance.

Do you wish to speak to the bill, Senator
Molson?

Senator Molson: I do not think so, Mr.
Chairman. As the representatives of the com-
pany are here, I think it would be better if
they proceed.
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The Acting Chairman: Shall we follow the
usual practice of asking Mr. Humphrys to
come forward as a witness?

Hon. Senators: Agreed.

The Acting Chairman: Mr. Humphrys,
would you tell the committee your views on
the bill?

Mr. R. Humphrys, Superintendent of In-
surance: Mr. Chairman and honourable sena-
tors, the purpose of this bill, as has been ex-
plained, is to change the name of the British
Northwestern Insurance Company, and to
increase its capital.

This company is a federally incorporated
company transacting fire and casualty bus-
iness in Canada. It is a subsidiary of the
Eagle Star Insurance Company, a British
Company of world-wide renown and a com-
pany that is very old and very large.

The change of name is desired on the part
of the parent company to identify its subsidi-
ary more closely with this group. It also indi-
cates a desire on the part of the owners of the
company to consolidate their Canadian opera-
tions, and to direct more of their Canadian
activities through this Canadian company.

The parent company, the Eagle Star Insur-
ance Company, also does insurance in Can-
ada. It is registered under the Canadian and
British Insurance Companies Act, and it has
operated under its own name and through its
subsidiary, and also formerly through two
other subsidiaries. It intends, however, to
concentrate its efforts more through this par-
ticular company, and wishes the change of
name, as I say, to identify the company more
closely with this group.

The request for an increase in capital is
part of this program since if the volume of
business written by this company increases it
will from time to time need to increase the
capital in order to provide the necessary
safety margin for the policyholders.
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Senator Croll: Is there not a company
named the Eagle Star Insurance Company
now?

Mr. Humphrys: Yes, it is a British com-
pany, the parent of this company.

The Acting-Chairman: Are there any other
questions of Mr. Humphrys? Mr. Hugessen do
you or the officers of the company wish to
add anything to what Mr. Humphrys has
said?

James K. Hugessen, Counsel, British North-
western Insurance Company: Unless there are
any questions that you or any of the senators
wish to put, I cannot improve on what Mr.
Humphrys has said.

The Chairman: Does anybody wish to ask
any further questions of Mr. Humphrys or of
Mr. Hugessen?

Senator Croll: Do I understand that the
Eagle Star takes over this company, Mr.
Humphrys?

Mr. Humphrys: The Eagle Star now owns
all the capital stock of this company. The
Eagle Star writes policies in its own name
and this company writes policies now in its
present name, the British Northwestern. In
the future they will tend to write most of
their business in Canada through this com-
pany which, if this bill is approved, will be
called the Eagle Star Insurance Company of
Canada, so that both companies will continue
to be active in Canada, but the main
emphasis will be through the Canadian
company.

Senator Croll: Is there not a British com-
pany that does business in Canada?

Mr. Humphrys: Yes. I think there may be
some tendency to direct business that was
formerly written by policies issued by the
parent company so that it will now be written
through this company.

Senator
remains?

Kinley: The ownership still

Mr. Humphrys: Yes. It is fairly common for
parents and subsidiaries to be active in the
foreign casualty insurance field. There are
many examples where there is a parent com-
pany with many subsidiaries. There were
three subsidiaries in this group, all actively
selling business in Canada. Two of them have
been closed out as far as business in force is
concerned. They are still intending to operate
through this company, which will be a
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Canadian company. They will keep the parent
company in Canada also, principally I believe
for the purposes of general insurance.

Senator Burchill: Where is the head office
of the company?

Mr. Humphrys: In Toronto.

Senator Kinley:
elected?

How are the directors

Mr. Humphrys: The directors are elected
by the shareholders.

Senator Kinley: Does the stock reside in
England?

Mr. Humphrys: The stock is owned by the
parent company but a shareholder is entitled
to attend the annual meeting and vote its
stock; consequently it votes the directors.

Senator Macnaughton: You have no objec-
tion to the bill, Mr. Humphrys?

Mr. Humphrys: No.

Senator Croll: I have no objection to the
bill either, but I do not quite understand just
what they are attempting to do.

The Acting Chairman: It might have been a
little simpler if they had started out without
having had the British Northwestern in the
first place and simply incorporated a Canadi-
an company called by the same name as the
parent company in England. This is really
what they are doing.

Senator Croll: I realize that. If I have in-
surance with the British Northwestern Insur-
ance Company now will I continue my policy
with the British Northwestern Company or do
they transfer me over to Eagle Star?

Mr. Humphrys: You will continue your
policy with this company and in all respects
your policy will be valid and unchanged, but
the name of the company is being changed so
that when your policy is renewed you would
get a new policy which would carry the name
of Eagle Star of Canada, but it is the same
corporation, the same corporate entity with
the same liabilities.

Senator Thorvaldson: Really it is just a
change of name. That is all that is involved in
this bill.

Mr. Humphrys: Exactly.

Senator Thorvaldson: Plus the increasing of
the capitalization.
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The Acting Chairman: The usual protective
clauses are included with respect to existing
policyholders.

Senator Carter: I imagine the par value of
the shares given of $40 is a nominal value.
What is the real market value of the shares
today?

Mr. Humphrys: It would not be possible to
say exactly, because since all the shares are
owned by the parent company there is not a
market value for them. If they went out to
offer some of the market I am not sure how
much they would get.

Senator Croll: In any event, they would be
worth less today than they were last night.

Mr. Humphrys: This is a foreign casualty
insurance company, not life.

Senator McDonald: Are the directors of the
British Northwestern Insurance Company
Canadian or British?

Mr. Humphrys: The law requires that the
majority of the directors of a Canadian com-
pany become Canadian citizens resident in
Canada, and that is the case here. There are
some directors who are resident in Britain;
there are two directors who are not resident
in Canada.

Senator McDonald: I presume the directors
of the new company will be the same direc-
tors as are acting for the British North-
western?

Mr. Humphrys: Yes, although it is not cor-
rect to refer to this as a new company. It is
the same company with a change of name;
nothing else is changed.

Senator Macnaughton: Really the purpose
is to phase out the name British Northwestern
and eventually write all new policies in or
transfer them into the new name of Eagle
Star.

Mr. Humphrys: Yes.

Senator Thorvaldson: I do not know that
that is accurate.

Mr. Humphrys: Not actually phasing out. It
is a change.

Senator Thorvaldson: It is merely a change
of name. All you are doing is phasing out the
name, which is done immediately upon this
act getting Royal Assent.

The Acting Chairman: Are there any other
questions?
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Senator Burchill: I move that we report the
bill without amendment.

The Acting Chairman: Is it agreed that we
report the bill without amendment? Is that
your pleasure?

Hon. Senators: Yes. :
Whereupon the committee concluded its

consideration of the bill and proceeded to the
next order of business.

The Acting Chairman: We pass to Bill S-11,
an act to incorporate Aetna Casualty Compa-
ny of Canada. Mr. Humphrys will also be a
witness on this bill. Senator Cook was the
sponsor but I do not see him here. I have the
list of witnesses from the company itself: we
have Mr. John H. C. Clarry, Q.C., Counsel;
Mr. Geo. E. Rhine, Field Administration
Department, Hartford, Connecticut; Mr. John
C. Graham, Counsel, Aetna Casualty and
Surety Company of Hartford; Mr. John J.
Choate, General Manager, Canadian Office,
Aetna Casualty and Surety Company, Toronto
and Mr. Ronald Belfoi, Parlaimentary Agent.

It is your pleasure to have Mr. Humphrys
speak to this bill in our usual way?

Hon. Senators: Agreed.

Mr. R. Humphrys, Superintiendent of Insu-
rance: Mr. Chairman, honourable senators,
this bill is for the purpose of incorporating a
new insurance company with power to trans-
act all classes of insurance except life insu-
rance. If incorporated the company would be
owned by the Aetna Casualty and Surety
Company, a United States Company that has
been authorized to transact insurance in
Canada over many years.

The purpose of forming this company is to
direct the Canadian business of the Aetna
Casualty and Surety Company through a
Canadian subsidiary rather than continue to
transact its business on solely a branch basis,
as has been the case in the past.

Foreign companies can come into Canada
and become registered under the insurance
companies acts and transact business here on
a branch basis if their financial condition is
sound. This is a very common method of
doing business in Canada. Many of them,
however, form or purchase Canadian incor-
porated companies and do business in Canada
through the Canadian subsidiary. The desire
here is to form a new Canadian company and
direct the Canadian business of this group
through the Canadian subsidiary.
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Although the parent company, the Aetna
Casualty and Surety Company, has been
registered in Canada for many years, it has
not been very active on the Canadian scene.
If this company is formed I believe they will
use it to conduct business in a more vigorous
way in Canada through the subsidiary. The
bill is in a standard form for incorporating
companies for this purpose. The authorized
capital is $5 million. The company will be
required to have at least $500,000 paid in cash
and at least $500,000 in surplus paid before it
can commence business. I think, however, the
company will probably capitalize the new
subsidiary at a higher level than that, if my
understanding is correct.

Senator Croll: Mr. Humphrys, there was a
bill introduced in the other place, was there
not, with respect to this company last year?

Mr. Humphrys: Yes, senator, a bill to
incorporate this company has been before
Parliament on more than one occasion.

Senator Croll: But not here?

Mr. Humphrys: Yes, it has been passed by
the Senate on at least two previous occasions.

Senator Croll: The same bill?
Mr. Humphrys: Yes, the same bill.

Senator Thorvaldson: Mr. Humphrys, is
there any association between the American
company and the Aetna Life Insurance Com-
pany?

Mr. Humphrys: Yes, senator.
Senator Thorvaldson: Is it wholly owned?

Mr, Humphrys: Perhaps I could call on Mr.
Clarry.

Mr. John H. C, Clarry, Q. C., Counsel,
Toronto, Ontario: The Aetna Life and Casual-
ty Company is the parent company of the
Aetna Life Insurance Company of Hartford
and of the Aetna Casualty and Surety Compa-
ny of Hartford.

Mr. Humphrys: It has been a holding com-
pany which owns both the Aetna Life Insur-
ance Company and the Aetna Casualty and
Surety Company, and this company will be
owned by the Aetna Casualty.

Senator Thorvaldson: So it is the whole
Aetna empire on this continent?

Mr. Humphrys: Yes.
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Senator Thorvaldson: I take it that $500,000
is the minimum capital required in regard to
these companies in Canada.

Mr., Humphrys: Yes, senator. We think that
no company should be formed or start bus-
iness until it has at last $500,000 paid and
$500,000 in surplus—at least $1 million in
cash. The way events are trending in modern
times, I am not sure that that should not be
increased. I believe that, if this company is
formed, in actual fact there will be a larger
capitalization to start with.

Senator Thorvaldson: May I also ask, do
those amounts apply also in regard to, say,
United States companies that decide to do
business under licence in Canada? In other
words, are they required to have on deposit a
million dollars here in Canada?

Mr. Humphrys: It would depend on the
classes of insurance the company wished to
transact. If it wanted to transact all classes of
insurance, they would have to have $1 million
initial deposit, to start with, and, subsequent-
ly, they would have to keep assets in Canada
under our control at all times at least equal to
their liabilities in Canada.

Senator Croll: Mr. Humphrys, my recollec-
tion is that when this bill went to the other
place on two occasions, as you now remind
me, the objection taken there was foreign
ownership, is that correct?

Mr. Humphrys: Yes, this point was raised
quite strongly in the debate. There were also
views expressed about the formation of
insurance companies generally. But, as I
recall, there were these two points.

Senator Croll: I thought the paramount
objection was the one dealing with foreign
ownership. That is my recollection.

Mr. Humphrys: Yes.

Senator Everett: Mr. Humphrys, does a
newly incorporated insurance company have
to file with you its re-insurance arrangements
prior to incorporation?

Mr. Humphrys: They are not formally
required, but as part of our examination and
inspection procedure we always determine
what re-insurance arrangements the company
has, and we are always concerned to deter-
mine the maximum amount that the company
retains for its own risk in comparison with its
size and capitalization.
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Senator Evereti: Could you tell me, on the
basis of half a million dollars capitalization
and half a million dollars surplus, how much
is the initial risk of this company?

Mr. Humphrys: I do not know what its
specific plans are. I think that would wait
until the company was formed, and a compa-
ny of that size would not, I think, retain for
its own risk more than a maximum amount of
perhaps $10,000 to $15,000 on any one risk.

Senator Everett: If, indeed, they could not
come to an arrangement of $10,000 or $15,000
and entered into an arrangement of $50,000,
would you require additional capital and
surplus and additional deposits?

Mr. Humphrys: Yes, senator, we would be
very much concerned if a company of this
size retained for its own risk an amount of
up to $50,000. I think it would be too much.
So, we would attempt to have it enter into
appropriate re-insurance arrangements, and
if they could not, we would insist that they
not write policies of that size. Another alter-
native, as you suggest, would be to increase
the capital and surplus to a point where it
could take on risks of that size without
undue risk.

Senator Everett: But, in approving this sort
of capitalization, we can reasonably expect
that it will re-insure over, roughly, $10,000 to
$15,000?

Mr. Humphrys: Yes.

Senator Everett: Do you have any idea
where they would be making their re-insur-
ance arrangements? Would they be with a
Canadian re-insurance carrier or with the
parent company?

Mr. Humphrys: I should think it likely that
a good deal of the re-insurance arrangements
would be with the parent company, but other
arrangements might go in the general market,
depending on where they can get favourable
treaties and arrangements for this type of
business. I have not received from them any
specific plan on re-insurance, since the com-
pany is not yet formed, but I would not think
the pattern would differ very much from the
pattern they are now following with respect
to their business in Canada on a branch basis.

Senator Everett: This is, of course, a sub-
sidiary of a very large American company.

Mr. Humphrys: Yes.
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Senator Everett: If a new company came to
you and it was not in that position, and asked
for incorporation on a similar basis, would
you be more interested in its re-insurance
arrangements than you are in the case of this
company?

Mr. Humphrys: Yes. We would want to
know very definitely the type of business it
intended to do, and how it intended to devel-
op its activities, all with a view to determin-
ing whether the initial funds were going to be
sufficient to protect policyholders and enable
it to develop its business in any significant
way, because we would take the view that
there is not any use starting off with inade-
quate capital and surplus and running into a
problem immediately.

Senaior Everett: So, because this is or will
be a subsidiary of an American carrier, you
are less rigorous in your examination?

Mr. Humphrys: I would not like to say we
are less rigorous. I think we take into account
the fact it is a subsidiary of a very large and
strong company, a company we have known
and have supervised and worked with over a
period of 50 years, or more, in its activities in
Canada. These are factors that enter into the
consideration but, nevertheless, in our super-
vision of a company we would expect this
company, as an individual corporation,
always to be in a position where it offers
adequate protection for its policyholders, so
we are never in a position where we are
dependent upon money coming from the par-
ent to help it meet its liabilities. So, we want
to be in a position, at any time, if this compa-
ny were cut off from its parent or sold, in
which it would still be a viable enterprise
and still have adequate capital and surplus to
protect its policyholders.

Senator Macnaughion: Mr. Humphrys has
referred to $1 million being subscribed before
doing business, and yet in clause 4 it men-
tions $500,000. Am I right in assuming that
this is purely the technical drafting of the
bill?

Mr. Humphrys: The first refers to subscrip-
tion and the second to paid. An amount of $1
million would have to be subscribed, and at
least $500,000 paid; and if they stuck to the
minimum, it could leave the other $500,000 as
callable on the shareholders but, in actual
practice, I believe they would pay up the
initial subscription.

Senator Kinley: With regard to these
American companies they place a guarantee
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with the Government. Is it $1 million they
must put up for the Government as a
guarantee?

Mr. Humphrys: The company must make a
deposit with the Government in amounts that
Jdepend upon the classes of insurance for
which it would be registered. It would not
have to deposit as much as $1 million.

Senator Kinley: There is no obligation for
them to have Canadian stockholders?

Mr. Humphrys: No.

Senator Kinley: Insurance is all interna-
tional, anyway. We have large insurance com-
panies, especially life insurance companies,
operating in other countries. There is an
international freedom about insurance is
there not?

Mr. Humphrys: Yes, senator, there is a
great deal of insurance transacted interna-
tionally.

Senator Kinley: I know that British insur-
ance companies in Canada have special
privileges under our insurance act.

Mr. Humphrys: I would not say that they
have any special privileges, senator.

Senator Kinley: They do not have to comply
with some conditions of the Canadian insu-
rance act, do they? I am thinking of Lloyds,
for instance.

Mr. Humphrys: Lloyds is not subject to the
federal act, that is correct, sir, but incor-
porated companies are.

Senator Thorvaldson: Why is Lloyds not
subject to the federal act, or is that too long a
story?

Mr. Humphrys: Well, it is a long story.

Senator Thorvaldson: Very well; do not
bother.

Senator Willis:
reported.

I move that the bill be

The Acting Chairman: I think some other
honourable senators still have questions. We
were dealing with Senator Thorvaldson’s
question.

Senator Thorvaldson: My question, Mr.
Chairman, requires a long answer, and I will
get it from Mr. Humphrys later.

The Acting Chairman: Have you anything
to add, Mr. Clarry?
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Mr. Clarry: I have nothing to add, Mr.
Chairman, but I will be glad to try to answer
any questions.

The Acting Chairman: Can you indicate to
the committee what capital you do intend to
put up?

Mr. Clarry: Yes; $1 million described as
capital, and $2 million as surplus, for a total
of $3 million.

The Acting Chairman: That is, before the
company commences business?

Mr. Clarry: Yes.

Senator Croll: Mr. Clarry, following on that
question, have you an idea of how many
shareholders this company has in Canada?

Mr. Clarry: The life and casualty compa-
ny—I do not know whether Mr. Rhine has
that information.

Mr. George E. Rhine, Field Administration
Department, Hartford, Connecticut: Mr.
Chairman and honourable senators, there are
something in excess of 300 shareholders.

Senator Croll: How many shareholders has
the company altogether?

Mr. Rhine: Perhaps 25,000.

Senaior Everett: I assume that the newly
incorporated company is taking over existing
business.

Mr. Clarry: Yes, that is correct.

Senator Everett: Can you tell me the
premium volume of that business?

Mr. Clarry: As Mr. Humphrys has indicat-
ed, the Aetna Casualty and Surety Company
is operating in Canada now, and it has
increased its operations over the last few
years. Mr. Choate, who is with us, is General
Manager of the Canadian operation. This
Canadian operation will be transferred to the
new corporation when it is incorporated, and
I guess we hope it will grow.

Senator Everett: That only partially an-
swers my question. I asked you if you knew
the annual premium volume that is being
written now.

Mr. Clarry: Perhaps Mr. Rhine or Mr.
Choate can answer that.

Mr. Rhine: Mr. Chairman and honourable
senators, our statement filed last year showed
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premiums of slightly over $4 million, as I
recall.

Mr. Humphrys: Yes, $4.4 million.

Senator Evereii: On how much of that bus-
iness did you enjoy an underwriting profit?

Mr. Rhine: We did last year, sir. Mr.
Humphrys has the figures before him, and
perhaps he can answer that exactly.

Mr. Humphrys: The underwriting profits
shown in the statement for the year 1967
were $785,000.

Senator Kinley: After income tax?

Senator Evereti: On a premium income of
$4 million?

Mr. Humphrys: Yes, and that was before
tax.

The Acting Chairman: Are there any other
questions?

Senator Thorvaldson: Yes, Mr. Chairman. I
think we might as well get a complete answer
to Senator Croll’s question. What he was
wanting to know was what proportion of the
share capital of the parent company which, I
take it, is Aetna Casualty, is owned in
Canada.

Mr. Clarry: Senator, it would be a little
difficult to give a precise figure but, as Mr.
Rhine has indicated, there are approximately
300 shareholders, so it would be a relatively
small proportion.

Senator Thorvaldson: But that is meaning-
less. They might each own one share.

Mr. Clarry: I do not think we have the
precise relationship with regard to the num-
ber of shares.

Senator Thorvaldson: I am talking about
the percentage of money.

Mr. Clarry: That is, of the shareholdings
in the parent company?

Senator Thorvaldson: Yes.

Mr. Rhine: I understand your question, but
I am afraid I cannot answer it. You are ask-
ing how many dollars of value is represented
by these some 300 shareholders. Is that not
what you are asking?

Senator Thorvaldson: Yes, what I am Wan.t-
ing is the percentge of Canadian ownership in
this company. I ask that question because I
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think it is something you will meet in the
other house, and I am trying to help you a
little bit. It is also, I think, something we
should know, since the other house has made
an issue of this very point.

Mr. Rhine: It is a figure we shall have to
determine.

Senator Croll: Do you mean to say that you
were not asked that question during the two
sessions you had before the other house?

Mr. Clarry: That is right, that question was
not asked.

Senator Croll: Then you can see the use of
the Senate. It can be relied upon to come up
with something new.

Mr. Humphrys: I think it is fair to say that
the proportion of Canadian ownership in the
parent company—that is, Aetna Casualty
Insurance, which is a very large United
States Company—is extremely small. One
might say it is almost negligible.

Senator Croll: I was going to suggest that it
is infinitesimal.

Mr. Humphrys: This company would be a
subsidiary of that company, and consequently
no shares of this company would be on the
Canadian market.

Senaior Everett: Could Mr. Clarry tell us
what classes of business the company has
been writing—the general classes?

Mr. Clarry: Perhaps it would be easier if
you asked Mr. Rhine or Mr. Humphrys,
because they may have the precise figures.

The Acting Chairman: Mr. Humphrys,
would you answer Senator Everett’s question?

Mr. Humphrys: The total direct premiums
amounted to a little over $4 million. Of that
amount close to $1 million was automobile
insurance. There was $720,000 of premiums in
fire insurance; $165,000 in personal property
insurance; $148,000 in real property insur-
ance; and about $700,000 in guaranty busi-
ness—that is, fidelity, surety risks—and an-
other $300,000 in employers’ liability.

Senator Croll: You may not have these
figures, Mr. Humphrys, but I understood Mr.
Rhine to say that on a premium income of
$4.4 million there was a profit of some $780,-
000. Is that broken down with respect to how
much is for casualty and how much is for
other parts of the insurance business in the
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same way, showing the different profits under
different headings?

Mr. Humphrys: No, we could not give that
breakdown precisely, senator, because the
expenses of the company have not been
analyzed in detail by classes of insurance.

Senator Croll: You do not require that
information?

Mr. Humphrys: No. We do get some infor-
mation on the ratio of claims to premiums by
classes of insurance, which we can give, but
that does not necessarily give the profit from
each class since to get the profit one would
have to analyze the expenses and allocate
them by classes of insurance as well.

Senator Croll: What I am concerned about
is this. Is there anything in these reports to
indicate that the automobile insurance is a
losing business?

Mr. Humphrys: Well, I can indicate, for
example, that in the field of automobile lia-
bility coverage in 1967 the claims amounted
to 75 per cent of the premiums, which I think
is likely to produce a net loss because the
expenses of operation would not likely be
under 25 per cent. So, I think they would
have a net loss position in respect of automo-
bile liability.

On the other automobile insurance—that is,
property damage; damage to the automobile
in collision, and that type of insurance—the
loss ratio was 63 per cent, and they might
possibly have broken even on that.

Senator Croll: Where did the profit come
from?

Mr. Humphrys: The profit would come
from the other lines—guarantee business, fire
business, which are major lines as well.

Senator Croll:
business?

What is the guarantee

Mr. Humphrys: Fidelity and surety.

Senator Everett: Is it a requirement of the
act that investments be made in Canadian
securities or does the company have the right
to invest in certain foreign securities?

Mr. Humphrys: As a foreign casualty com-
pany it is not restricted to Canadian securi-

Standing Commitiee

ties. It is required to maintain assets in Can-
ada to cover its liabilities in Canada, but
under the law it is not required to maintain
those assets in Canadian securities. As a mat-
ter of practice we in the department get com-
panies to maintain Canadian securities to
cover Canadian liabilities because we think it
is not a good thing to have assets in one
currency against liabilities in another.

Senator Everett: I agree with that. I sup-
pose up to now there would be no way of
telling where they had their investments?

Mr. Humphrys: I gave you an answer in
relation to a Canadian company. So far as the
Aetna Casualty and Surety Company and its
business in Canada is concerned, it is
required to cover its liabilities in Canada
with securities deposited here, and they must
all be in Canadian securities. They have the
right under law to deposit securities of their
own government, but in practice their de-
posits have all been in Canadian securities.

Senator Everett: Are they free to deposit
where they like under the terms of the act?

Mr. Humphrys: As a foreign company they
are required to keep assets in Canada to
cover their liabilities in Canada, and those
assets must be in Canadian securities.

Senator Evereti: By “liabilities” do you
mean reserve for claims?

Mr. Humphrys: I mean all the liabilities in
Canada—the unearned premiums, outstanding
claims, all liabilities. As a Canadian company
they would not be restricted to investing only
in Canadian securities; they could invest in
other securities, but in practice Canadian
companies do not exercise that right to the
extent of buying foreign currency securities
to match Canadian liabilities. There is a
degree of freedom there because traditionally
Canadian companies have done a great deal
of business outside Canada, particularly in
the life field, and the way must be open to
them to buy foreign securities to cover their
liabilities.

Senator Thorvaldson: Some while ago I saw
a statement that the underwriting profit of

this company had been some $700,000 out of
premiums written of $4.4 million. I presume
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that would be for 1967. I feel that in fairness
to this and other insurance companies it
should be said that in the last three years
prior to this year it is my understanding that
these companies had a very, very rough time,
as I think these gentlemen recognize; conse-
quently, I did not want to have this on the
record without reference to the fact that last
year may have been a pretty good year in the
insurance business, but it came after very
rough years when I know many of these com-
panies had underwriting losses rather than
underwriting profits. Perhaps Mr. Humphrys
would like to confirm or deny that.

The Acting Chairman: Do you wish to
make a comment on that, Mr. Humphrys?

Mr. Humphrys: I think that is generally
true. Looking at the situation as a whole, this
company the Aetna Casualty and Surety
Company, has had reasonable success. Its
underwriting profits in 1966 were $675,000,
but in 1965 they were $177,000. It should be
noted, looking at the American company as a
whole, in the year 1967 they reported an
underwriting loss of $20 million.

Senator Thorvaldson: An underwriting

loss?

Mr. Humphrys: Yes, over their entire oper-
ation. They made a profit in Canada, but tak-
ing the total of the company they did not
make an underwriting profit.

Senator Kinley: This is a casualty company.
It is a little different from the ordinary insur-
ance company. I see listed aircraft insurance,
automobile insurance, earthquake insurance.
All these deal with situations in which people
are hurt. What will medicare do to you? How
do you view medicare?

Mr. Rhine: This proposed company would
not write any form of medical insurance; that
is accident insurance or sickness insurance.
Those forms of insurance are generally writ-
ten in life insurance companies or companies
formed for the special purpose of writing
sickness and accident insurance, group health
and so on.

Senator Kinley: In automobile insurance
you deal with personal problems, so in that
way you get in contact with persons?

Mr. Rhine: Yes.

Senator Kinley: They will all be covered by
medicare. Do you face that situation? As I see
it in aircraft insurance every policy I have
seen is with Omaha Nebraska. When you go
to American flying fields you find the same
thing, so they must be doing a big business in
Canada. Are they a Canadian company?

Mr. Rhine: I do not know whether they
have a Canadian affiliate or subsidiary, but
they are a large writer of individual aviation
accident insurance.

Senator Kinley: How did you compare it
with the company in Saskatchewan? This
insurance is a government proposition. Are
their policies cheaper or more advantageous
than the average policy issued by the private
company or are they poorer?

Mr. Rhine: I am afraid I cannot answer
that question. I am not sufficiently familiar
with the details. I do not know. whether Mr.
Humphrys is or not.

Senator Kinley: It is the only province of
Canada that has such an insurance I
think.

Mr. Rhine: That is my understanding, yes,
sir.

Senator Macnaughtion: Perhaps your coun-
sel could answer.

Mr. Clarry: I think honourable senators
must draw their own conclusions on that.

Senator Kinley: Do you rebate premiums
on merit? For instance, do you give back any
of the premiums?

Mr. Rhine: We do on workmen’s compensa-
tion in the United States, in certain states
where this is permitted, based upon the loss
experience of the assured. If it is satisfactory
they will receive some return.

Senator Kinley: There is no government
action on compensation in the United States;
it is state insurance?

Mr. Rhine: It is entirely a state matter, yes.

The Acting Chairman: I am just looking at
some figures which Mr. Humphrys has and I
see that this company had more premium
income in Saskatchewan than in Nova Scotia.
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Senator Kinley: My interest goes a little Senator Croll: I move that we report the
further than that. bill without amendment.

The Acting Chairman: Are there any other  The Chairman: Is that your pleasure?
questions? Shall we deal with it clause by ; Sanatorss
clause or have the usual motion to report the PRGN M.
bill without amendment. The committee adjourned.




1968

THE SENATE OF CANADA

PROCEEDINGS
OF THE

STANDING COMMITTEE
ON

BANKING AND COMMERCE

The Honourable SALTER A. HAYDEN, Chairman

No. 5

Complete Proceedings on

Bill C-111, intituled: “An Act to amend the Farm Improvement Loans

Act”; and
Bill C-113, intituled: “An Act to amend the Prairie Grain Advance Pay-

ments Act”. :

WEDNESDAY, NOVEMBER 6th, 1968

WITNESSES:

Department of Finance: A. R. Hollbach, Government Finance Division.,
Department of Trade and Commerce: R. M. Esdale, Chief, Grain Division.

REPORTS OF THE COMMITTEE

ROGER DUHAMEL, F.R.S.C.
QUEEN'S PRINTER AND CONTROLLER OF STATIONERY
OTTAWA, 1968

28993—1



THE STANDING COMMITTEE ON BANKING AND COMMERCE

The

Honourable Salter A. Hayden, Chairman

The Honourable Senators:

Aird Fergusson McDonald
Aseltine Gélinas Molson
Beaubien (Bedford) Gouin O’Leary (Carleton)
Beaubien (Provencher) Grosart Paterson
Benidickson Haig Pearson

Blois Hayden Phillips (Prince)
Bourget Hays Rattenbury
Burchill Inman Roebuck

Carter Irvine Smith (Queens-
Choquette Isnor Shelburne)
Connolly (Ottawa West) Kinley Thorvaldson
Cook Laird Vaillancourt
Croll Lang Walker
Desruisseaux Leonard Welch
Dessureault Macdonald (Cape Breton) White

Everett MacKenzie Willis—(49)
Farris Macnaughton

Ex Officio members: Flynn and Martin.
(Quorum 9)



ORDERS OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Thursday,
October 31st, 1968: .

‘“With leave of the Senate,

The Honourable Senator Fournier (Madawaska-Restigouche)
resumed the debate on the motion of the Honourable Senator McDonald,
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After debate, and—

The question being put on the motion, it was—
Resolved in the affirmative.

The Bill was then read the second time.

The Honourable Senator McDonald moved, seconded by the Honour-
able Senator Roebuck that the Bill be referred to the Standing Com-
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The question being put on the motion, it was—
Resolved in the affirmative.”
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October 30th, 1968:

“Pursuant to the Order of the Day, the Honourable Senator Sparrow
moved, seconded by the Honourable Senator Everett, that the Bill C-113,
intituled: “An Act to amend the Prairie Grain Advance Payments Act”,
be read the second time.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.

The Bill was then read the second time.

The Honourable Senator Sparrow moved, seconded by the Honour-
able Senator Everett, that the Bill be referred to the Standing Committee
on Banking and Commerce.

The question being put on the motion, it was—

Résolved in the affirmative.”
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Extract from the Minutes of the Proceedings of the Senate, Thursday,
October 10th, 1968:

“The Honourable Senator Carter moved, seconded by the Honourable
Senator MacKenzie:

That the Standing Committee on Banking and Commerce be
authorized to inquire into and report upon existing legislation regarding
the census and statistics and upon the administration of such legislation
and recommend any changes in such legislation and administration
required to establish and develop the census and statistics as a vital and
efficient aid to the good government of Canada and the advancement of
private business in the public interest.

The question being put on the motion, it was—
Resolved in the affirmative.”

ROBERT FORTIER,
Clerk of the Senate.
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WEDNESDAY, November 6th, 1968.
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Pursuant to adjournment and notice the Standing Committee on Banking
and Commerce met this day at 9.30 a.m.

Present: The Honourable Senators Hayden (Chairman), Aird, Aseltine,
Beaubien (Bedford), Benidickson, Burchill, Carter, Croll, Fergusson, Gélinas,
Haig, Hays, Inman, Isnor, Kinley, Laird, MacKenzie, Macnaughton, Molson,
Paterson, Smith (Queens-Shelburne), and Willis. (22)

In attendance: E. Russell Hopkins, Law Clerk and Parliamentary Counsel.

Upon motion, it was Resolved to recommend that 800 English and 300
French copies be printed of the proceedings of this day.

Bill C-111, “An Act to amend the Farm Improvement Loans Act”, was
considered.

The following witness was heard:

Department of Finance:
A. R. Hollbach, Government Finance Division.

Upon motion, it was Resolved to report the said Bill without amendment.
At 10.30 a.m. the Committee proceeded to the next order of business.

Bill C-113, “An Act to amend the Prairie Grain Advance Payments Act”,
was considered.

The following witness was heard:

Department of Trade and Commerce:
R. M. Esdale, Chief, Grain Division.
Upon motion, it was Resolved to report the said Bill without amendment.

After discussion, and upon motion of the Honourable Senator Smith
(Queens-Shelburne) it was Resolved to establish a Steering Committee com-
posed of the Honourable Senators Hayden (Chairman), Bourget, Carter,
Molson, Thorvaldson and Walker to determine the procedure to be followed
with respect to Senator Carter’s motion regarding the Census and Statistics
which was referred to the Committee on Thursday, October 10th, 1968.

At 10.50 a.m. the Committee adjourned to the call of the Chairman.
ATTEST:

Frank A. Jackson,
Clerk of the Committee.
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The Standing Committee on Banking and Commerce to which was referred
the Bill C-111, intituled: “An Act to amend the Farm Improvement Loans
Act”, has in obedience to the order of reference of October 31st, 1968, examined
the said Bill and now reports the same without amendment.

All which is respectfully submitted.

Salter A. Hayden,
Chairman.

WEDNESDAY, November 6th, 1968.

The Standing Committee on Banking and Commerce to which was referred
the Bill C-113, intituled: “An Act to amend the Prairie Grain Advance Pay-
ments Act”, has in obedience to the order of reference of October 30th, 1968,
examined the said Bill and now reports the same without amendment.

All which is respectfully submitted.
Salter A. Hayden,
Chairman.



THE SENATE
STANDING COMMITTEE ON BANKING AND COMMERCE
EVIDENCE

Ottawa, Wednesday, November 6, 1968.

The Standing Committee on Banking and
Commerce, to which was referred Bill C-111,
to amend the Farm Improvement Loans Act
met this day at 9.30 a.m. to give consideration
to the bill.

Senator Salter A. Hayden (Chairman) in
the Chair.

The Chairman: Honourable senators, we
have two bills before us this morning. It is
the wish of the committee that we print
today’s proceedings.

Upon motion, it was resolved that a
verbatim report be made of the proceed-
ings and to recommend that 800 copies in
English and 300 copies in French be
printed.

The Chairman: The first bill is Bill C-111 to
amend the Farm Improvement Loans Act. We
have Mr. A. R. Hollbach, who is from the
Government Finance Division, Department of
Finance.

This bill was very well explained during
the course of second reading in the Senate
and possibly if Mr. Hollbach gave a short
explanation, we could look at it section by
section.

Hon. Senators: Agreed.

Mr. A. R. Hollbach, Government Finance
Division, Depariment of Finance: Mr. Chair-
man and honourable senators, the purpose of
this bill can be summarized quite briefly by
saying that it serves to reactivate a measure
in the farm credit field which has proven
quite successful over nearly a quarter of a
century, a success which of course ceased a
few months ago when the then current lend-
ing period expired.

The amendments included in the bill can be
perhaps divided into two groups, one
designed merely to reactivate this measure
and the other designed for the purpose of
improving the scope of the act in order better
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to enable the facilities to serve the farming
community.

In the first group there are two amend-
ments, one being the addition of the new
guarantee period. The reason for this amend-
ment arises from the fact that the Govern-
ment guarantee has always been authorized
for three-year periods. The last period expired
on June 30, and the amendment now before
you would add a new guaranteed period,
retroactive to July 1, 1968, so that any loans
made by chartered banks since the expiry
of the old period and before the passage of
the bill would be covered by the guarantee,
provided of course they have been made
under the other provisions of the act as they
stood before amendment.

The other provision in this first category
concerns the rate of interest. Even before the
act formally expired, banks had been increas-
ingly reluctant to make loans under the act,
because of the statutory maximum rate of 5
per cent. The proposed amendments would
revoke the statutory 5 per cent rate and sub-
stitute therefor authority to have the rate
prescribed by order in council. As has been
indicated by the Minister of Agriculture—
who has handled this measure—it is the Gov-
ernment’s intention to prescribe a rate by for-
mula, so that a fair and adjustable rate would
be prevailing automatically from time to time
without a decision by cabinet being required
each time.

The other group of amendments is designed
to expand the scope of lending activity under
this act.

The principal feature here is the addition
of land as an eligible loan purpose, where the
purchase of land would be an addition to an
existing farming enterprise. The rationale
here is that this should not merely replace the
type of previous lending activity that is now
carried on by the Farm Credit Corporation.
In many many instances, farmers have an
opportunity to buy a relatively small parcel
of land, perhaps adjacent to the land they
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already own; and in the past some have been
finding they had to go to the Farm Credit
Corporation, because mortgage credit was
involved, without really requiring the kind of
technical expertise that the Farm Credit Cor-
poration normally brings to bear in financing
the creation of large and new farm units.

An hon. Senator: Probably delay, too.

Mr. Hollbach: The Farm Credit Corporation
procedures are perhaps somewhat more rigo-
rous than those of chartered banks lending
under the Farm Improvement Loans Act,
because of the nature of the mortgage lending
business. It is hoped, although it is difficult to
foretell, that a not insignificant amount of
lending will take place under these new
procedures, which would I think help many
farmers in treating the more or less incidental
purchase of a relatively small parcel of land
largely on the same basis as they are now
able to handle the purchase of a piece of
equipment or a loan for another farm
improvement purpose. The act will also bring
in for the first time credit unions and mort-
gage loan companies. As an encouragement to
relatively small unit lenders, particularly like
credit unions, a change is proposed in the
limit on the guarantee provision which was
contained in the act as it applies to an
individual lender. So far the guarantee of the
Government to an individual lender was
against loss in an amount equal to 10 per cent
of the volume of loans made by that lender
during the given lending period. In other
words, if Canada’s largest chartered bank,
say, lent $100 million during a three-year
period, then this chartered bank was guaran-
teed against a loss up to $10 million, that is,
up to 10 per cent of the $100 million. And
subject to this $100 million being reached, all
claims of that bank were paid in full. But
since claims would be substantially below 10
per cent for the large volume lenders, in
practice all claims were paid in full. But this
would not be the case for smaller lenders,
particularly rural credit unions. For example,
the credit union movement is very strong and
well developed out in Saskatchewan. There
may be relatively small credit unions who
want to participate and who do not have the
operational base to make a really large
volume of loans in order to spread the risk
actuarially. If only one such credit union
made only one loan during the three-year
period, say $25,000, it would have been guar-
anteed, under the old formula, only up to 10
per cent of that amount, that is, up to $2,500.
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But if it had incurred a total loss on that loan
it would have been at risk, in effect, for 90
per cent of the total loan amount. Therefore,
the provisions in this act prescribe that the
new guarantee will be up to 90 per cent of
loans made up to $125,000, that is, five loans
at the new maximum of $25,000; 50 per cent
of the next $125,000; and 10 per cent of any-
thing over and above $250,000.

The thought here is that this will encourage
the small unit lenders like credit unions to
participate more readily under this scheme.

Finally—and I have already briefly men-
tioned this—the maximum loan amount has
been raised from $15,000 to $25,000 so as to
enable a farmer to borrow for the purchase of
land without thereby pre-empting his ability
to borrow also under the act, say, for the
purchase of equipment.

In connection with the purchase of land I
should have mentioned that one other change
proposed here is that the maximum repay-
ment period, if the loan is made for the pur-
chase of land, would be extended to 15 years.
The maximum repayment period now con-
tained in the act is 10 years; that will be
retained for all loan purposes other than the
purchase of land.

I think that is all I have to say, Mr.
Chairman.

The Chairman: Senator Aseltine.

Senator Aseltine: The chief objection to
this bill when it was dealt with in the Senate
and in the other place had to do with the
amendments to paragraphs (d) to (g) of
subsection (1) of section 3. The interest rate
in the act as it stands now has been 5 per
cent. Is that correct?

Mr. Hollbach: That is correct.

Senator Aseltine: This amendment deals
with that section and leaves the rate wide
open to be set by regulation by the Governor
in Council. Is that correct?

Mr. Hollbach: That is correct.

Senator Aseltine: Well, that is the main
objection I have to this act. I do not like that.
I do not think we should do that. I think we
should, if possible, have the rate appear in
the act itself. I would like to know if there is
any formula for arriving at this act. I would
also like to know if the banks have been
consulted with regard to the rate or if any of
these new, what we call “near banks”, trust
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companies, loan companies, insurance compa-
nies, credit unions and others have been con-
sulted in this connection, whether they are
interested or not.

The Chairman: Your first question, then, is
whether there is any formula for determining
what this available rate shall be.

Senator Aseltine: Yes.

The Chairman: What could you say to that,
Mr. Hollbach?

Mr. Hollbach: There is, so far as I know,
no formula as yet. There have been informal
consultations at the official level, but the final
decision really cannot be made until the bill
has been sanctioned by the Parliament, and
then the final decision is up to ministers. We
as officials have no further contribution to
make.

The Chairman: It seems to me that the final
decision goes further than that. After all, if
you are going to borrow money from the
bank, the banks have something to say as to
what the rate of interest will be. When they
did not have anything to say about the rate in
this act, interest rates got much higher than
that provided in the statute and it was diffi-
cult to get loans.

Senator Kinley: What is the guarantee for
the farmer? How do you insure that he will
get the benefit from the guarantee? The Gov-
ernment is going to guarantee 10 per cent in
order to protect the bank. But what guarantee
is there for the farmer?

The Chairman: So far as the individual
who is in default?

Senator Kinley: I was much interested in
what one of our senators said about the Mari-
time provinces. It was suggested that they
must be pretty low because they do not bor-
row under this act. They borrow so little. I
think that is commendable, because I like to
see a farmer without a mortgage on his farm.
That is the kind of farmer we like in the
Maritimes. But the farmers are small in the
Maritimes. What they require is not very
much. Banks like to deal in the Maritimes.
Their loans are safer, and they want this
business. I know, because they will not lend
that money at 5 per cent, but will lend all the
money you want without the guarantee. So
what good is this guarantee to the little
farmer?

Senator Aseltine: Do you not think we
should deal with the interest matter first, Mr.
Chairman?

The Chairman: This is a supplementary
question. We will deal with your question
first, Senator Aseltine.

Mr. Hollbach: Actually, Mr. Chairman, it
seems that the two points raised here are
quite intimately linked together and can be
treated together. We are concerned not only
with the cost of credit but with the mere
availability of credit for farmers. Moreover,
with a measure of this type, we are really
more concerned with the small farmer than
with the very large farmer. There are many
large farming operations highly successful on
a commercial scale out west which require
hundreds of thousands of dollars of credit for
equipment alone, and they, of course, would
not be covered. This plan here has traditional-
ly been of particular help to the small farmer.

I think that is expressed in the fact that
even when the maximum loan amount was
$15,000 the average loan was only $2,500.

To the small farmer the question of availa-
bility of credit can be even more important
than the question of the cost. The small farm-
er who does not have a very well established
credit rating may get credit from a machinery
dealer, for example, for the purchase of
equipment at a rate very substantially above
what he would be able to borrow under the
benefits of this legislation.

Here I can only speculate. I have no facts.
Banks operating outside the Farm Improve-
ment Loans Act will of course make loans to
better known and more efficient farmers with
unquestionable credit rating at whatever
going rate they charge. When the smaller
farmer applies for a loan, if his credit rating
is not so well established, it is he who may
have difficulty borrowing at the banks’ cus-
tomary rate reserved for the banks’ prime
customers. He may have to either pay more
to a bank or go to a finance company or a
machinery dealer for credit and he will prob-
ably pay quite a bit more. When this act is
being reinstated, then, the small farmer will
again have access to this type of credit
because the risk factor is then removed for
the bank. The bank can make credit. The
bank will continue to apply credit judgment,
in that the bank, even under the guarantee, is
not expected to make a loan where it knows
there is no hope of repayment. This would
not be a kindness to the farmer.
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With the elimination of the risk factor, the
primary beneficiary is the small farmer, and,
so far as the level of the rate is concerned,
the facts simply are these: that this operates
through private lenders, particularly now
with the inclusion of credit unions, and pri-
vate lenders have a certain cost on their own
liabilities and they have to put out their
funds in a way that will assure them a rea-
sonable return.

The banks have in effect stopped making
loans at 5 per cent and there is no reason to
believe that they will resume lending under
this act at 5 per cent. What exactly the rate
will be, I am unable to say. As I mentioned a
moment ago, no decision has yet been taken,
but it is reasonable to expect that, because of
the presence of the Government guarantee,
under such a guarantee program the rate is
likely to be somewhat lower than what a
farmer would have to pay on his own credit
rating, although it will be higher than 5 per
cent. Just where it will be, I do not know,
but all I can say is that even if the interest
cost is somewhat higher to many farmers, the
fact that this kind of credit will again be
available is likely to offset the disadvantage
of having a somewhat higher cost of carrying
that credit.

Senator Aseltine: There is no formula?

Mr. Hollbach: The Government has stated
its intention to decide on a formula as
explained by the Minister of Agriculture.

Senator Aseltine: Well, I am not satisfied
with the statement.

The Chairman: Well, Senator Aseltine, all
the witness can do is give the information. If
it does not satisfy you, you have to decide
and use your own judgment as to what you
will do. The witness is giving all the informa-
tion he can.

Senator Aseltine: Another question I asked
is whether or not there has been any consul-
tation with the banks or credit unions regard-
ing the approximate rate.

Mr. Hollbach: Mr. Chairman, I mentioned
that there had been discussions at the official
level between officials and bank officials, but
that this group of course is in no position to
arrive at any definitive conclusions. The final
decision is up to the minister. While I said a
moment ago there is no formula, I think I
should emphasize that no specific formula has
as yet been formally agreed to, at least to my
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knowledge, but the Government has stated its
intention that it will establish a formula
which will determine the rate automatically
over a period of time, so that once set up on
a fair and equitable basis it can be left and
the rate would adjust itself automatically to
changing monetary conditions.

Senator Hays: Isn’t it reasonable that any
formula that the Government would be able
to come up with would be a sort of Com-
mon-sense formula? The $15,000 figure was
completely antiquated. Interest rates had
changed over the years. They just could not
use the act. You couldn’t expect the institu-
tions to subsidize the farmer; it was never a
subsidized loan. They were borrowing money
at 3% or 4 per cent and there was a ceiling.
Now the act indicates that in dealing with
anyone who wishes to borrow money, if in its
wisdom the institution lending the money
feels the farmer has the assets, it gives the
lender an opportunity to have a guarantee on
his loan at the prime rate. This would be all
you could expect, and it would be expected
that any formula would be at the prime rate.
If a certain institution is lending at 63 per
cent, it would be that rate rather than 73 per
cent.

The Chairman: If a formula is arrived at
which is not realistic at the moment there
just won’t be any loans.

Senator Molson: I think Senator Hays has
really put the question I was going to ask in a
different way. To bring it into perspective, is
it not true to say that when this act originally
came into force this program was very
successful and a great many loans were made
at a rate of interest which was reasonable to
farmers and to the lending institutions, but
that has now completely dried up. There has
been no money available at these rates. The
whole purpose here is to bring this loan pro-
gram back into some relationship to interest
rates today. It is something like the N.H.A.
loans. They went out of kilter and money
dried up for those, but the adjustments made
there permitted them to come back in. There
is every reason to suppose that these lending
institutions will come back into this business
quite successfully and on a large scale. Is this
not correct?

Mzr. Hollbach: Yes, sir, that is correct.

Senator Benidickson: I have three points.
The first is that we have been told, and I
have accepted it, that it was an unrealistic
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rate. The volume of loans has dried up, but I
don’t think anybody has provided us with
some statistics which would show over the
last five years, which is when we got into this
expensive money period—I don’t think any-
body has shown us statistics to show the rate
of reduction in volume of lending under this
act.

The Chairman: Can we see first of all if the
witness has the answer to that?

Mr. Hollbach: The volume did not drop off
significantly until late in 1967. In 1964, $150
million was lent. This jumped to nearly $203
million in 1965 and then it increased to only
$212 million in 1966. It was still an absolute
increase, but a relatively smaller increase,
and it dropped slightly to $203 million in 1967
although presumably the credit needs of farm-
ers continued to grow. Most of this decrease
came towards the end of 1967.

Senator Croll: But what about the numbers
as well as the amounts? Give us the numbers
of loans.

Mr. Hollbach: For the corresponding loan
volumes as referred to in 1964 there were
some 80,600 loans and the sum involved was
$150 million. In 1965 there was 91,000 loans,
and in 1966 it dropped off to 85,000 loans and
it dropped still further then to 78,000 loans.
In other words the average loan amount
increased, which would seem to suggest that
some of the larger farmers continued to be
served while some of the smaller farmers
were starting to be cut .out of the program.
The figures for the current year—I don’t have
the exact numbers with me, but in the first
quarter .of 1968 it was about 25 per cent of
the volume of lending for the first quarter of
1967. That is January through March 1968,
and then the figures for April to June—there
were just a few million lent. By then it had
dropped off to insignificant proportions, and
it was less than 10 per cent of the normal rate
of lending that would have prevailed in other
circumstances.

. Senator Benidickson: My second question is
this: I think it was Senator Aseltine who gave
us the figures with respect to the distribution
of these rates geographically, and I was im-
pressed and I think Senator Kinley, who sits
close to me, was also impressed that the utili-
zation was largely in western Canada. The
eastern farmer does not seem to take advan-
tage, or at least he has not done so in the
past, of even this very reasonable and attrac-
tive rate of 5 per cent.

The Chairman: Do you want confirmation
from the witness?

Senator Benidickson: I wonder if the
witness could explain why the eastern farmer
doesn’t see the merit of this credit at such a
low rate of interest that has prevailed over
the years. I understand the position in Que-
bec. They have their own lending system.

Mr. Hollback: I was thinking of the Mari-
times in particular. A really good answer to
this question goes beyond my competence,
because I suspect it would really have to be
answered in terms of the agricultural produc-
tivity of the various regions of Canada. One
thing that I think is important in connection
with your question, senator, is that credit
only follows the capability to use credit. In
other words, where you have a region with
highly buoyant agricultural conditions, a
large number of good-sized farms with high
earnings potential and a high potential to take
on and service credit, they are likely to util-
ize existing credit facilities. In other words, a
credit facility tends to be something passive,
that is used if the impetus for the use of
credit really comes from more general eco-
nomic conditions of the farming enterprise. I
am not really competent to judge the viability
of the average Maritime farming enterprise
versus the average Prairie farming enterprise.
Just from my general background knowledge,
I understand that many Maritime farmers do
not have as profitable an operation as many
western farmers and that therefore their abil-
ity to use credit is also impaired and that is
reflected in these figures. Does that answer
give what you desire?

Senator Benidickson: I have heard it said
that for some businessmen to make money it
is necessary for them to borrow money to get
bigger. I wondered if it is not to the advan-
tage of eastern farmers to make more by
means of the provisions of this act in order to
become larger and more efficient.

Mr. Hollbach: It goes ahead of what you
said senator—the availability of markets for
the ready absorption of production.

Senator Benidickson: The third question I
had in mind was this. You had already
explained this, that the volume dropped very
considerably in 1966 and 1967 and dried up
noticeably in 1968. I know that interest rates
perhaps have been at a peak in 1968, but they
were still pretty high—the prime rate that
was referred to by Senator Haig was pretty
high—in 1966-67. Have you any figures as to
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what the prime rate would be currently, to
the best risk, a businessman borrowing money
from the bank?

The Chairman: You, mean, borrowing
without using this particular statute, or bor-
rowing under this statute?

Senator Benidickson: The bank varies its
cost of interest in accordance with the securi-
ty and the wealth and the financial position of
the borrower and what is called a prime rate,
the lowest rate, the rate that is given to the
borrower that they think is in the best
position.

Senator Hays: The one who does not need
it.

Senator Benidickson: What is the primary
rate that the banks recognize?

The Chairman: For those ones who have to
be solicited?

Senator Benidickson: What would it be in
1966 at a particular time, and 1967 at a par-
ticular time?

Mr. Hollbach: Before I answer this question
I have to make one qualification. It is easy
for me to answer questions on rates of
interest that are published in some authorita-
tive source like Bank of Canada Statistics.
The banks prime rate is not published, to my
knowledge, in any official source.

Senator Benidickson:
newspapers.

It gets into the

Mr. Hollbach: That is right, it gets into the
newspapers, and the reason why I am men-
tioning this is because my knowledge of what
the bank rate purports to be is based on what
I myself read in the newspapers. I have no
other more authoritative source as to what
the prime rate is. I understand that it is cur-
rently at 63 per cent.

The Chairman: That is what the papers
said.

Mr. Hollbach: It had been at one stage 7%
just recently, earlier this year, and prior to
that for fairly extended periods of time it had
been from 5% to 6 per cent.

Senator Benidickson:
1966-67?

In the period of

Senator Kinley: Is it agreed by the banks
that that would be it?
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The Chairman: No, no, it has nothing to do
with the banks.

Senator Kinley: They are going to have the
same problems with the Farm Loans Act. The
Farm Loans Act is 5 per cent.

The Chairman: Let us deal with this one
first.

Senator Kinley: We are dealing with the
principle. I think that giving it to the banks
to do it is a splendid idea, but the rate was so
low that the banks did not want it. If they
gave out the money they got no profit. There
is a feature of insurance by a co-operative
that makes them insure the loan. If you bor-
row from a co-operative, I am told you must
take out an insurance policy, and they have a
charge for that. Some of the farmers say that
they benefit from that only if they die,
because in that case the loan is satisfied.

Senator Croll: If I recall correctly, you said
that the average loan was $2,500?

Mr. Hollbach: Yes, actually in 1966-67 it
was $2,600.

Senator Croll: Why then do you increase
the amount?

Mr. Hollbach: This was to give the benefit
of the new loan purpose to those farmers who
may already be borrowing up to the old limit
for other farm improvement purposes. In
other words, under the act as it now stands, a
farmer may borrow, say, up to $10,000 for
equipment, up to $5,000 for clearing and
breaking, perhaps for a farm electric system,
and then if his farming operation is sufficient-
ly large and he can carry additional mortgage
credit, for purchasing an additional parcel of
land he would have to go to a mortgage lend-
er and probably to the Farm Credit Corpora-
tion in order to get credit for that. The
increase in the ceiling merely serves to enable
that farmer to buy land up to an additional
$10,000 if he borrowed the maximum $15,000
for all the other purposes, or vice versa.

The Chairman: The limit on each type is
$15,000, the maximum on the combination is
$25,000. '

Senator Croll: The purpose of my question
was to see the thinking of the Government,
that the purpose was an attempt to bring him
under one umbrella and extend as much
credit as possible, and the Government is not
likely at the same time to do that and make
them pay prohibitive interest rates. I thought
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that was the thinking of the Government and
I thought that the witness might say it but he
did not say it, so I have to say it.

The Chairman: If it is not the thinking, it
will not work.

Senator Croll: What was the incidence of
loss, if any, over a period of some years?

Mr. Hollbach: The losses have been abgut
one-fifth of one per cent. They are running
currently about one-fifth of one per cent.

Senator Croll: Are they out of line at all
with previous years?

Mr. Hollbach: They have been fairly con-
stant. There have been minor variations, but
they have been fairly constant between one-
tenth of one per cent and one-fifth of one per
cent.

Senator Croll: That is of no significance,
really.

Mr. Hollbach: That is right.

Senator Carter: I think the witness said
there was some 78,000 or 80,000 loans made a
year. Is there any breakdown as to how many
of these loans are made by different types of
institutions? How many by chartered banks
and how many by credit unions, for example,
and is there any breakdown between the
banks to show that some banks are more
inclined to make this type of loan than
others?

. Mr. Hollbach: Yes, sir. The banks were the
only lenders, and still are today. There are,
therefore, no statistics available fpr credit
unions. This will be a new experience for
credit unions and it may take two or th}'ee
years to get a feel for the extent to which

credit unions will participate in this scheme.

So far as the banks are concerned, thgre is
information available on that. I am looking at
the total figures of lending since inception,
that is, over the last 24 years. The Can'ad.lan
Imperial Bank of Commerce lent $666 m{lh.on.
The Royal Bank of Canada lent $580.m11110n.
The Bank of Montreal lent $410 million. The
Bank of Nova Scotia lent $201 million. The
Toronto Dominion Bank lent $187 million,
and the smaller banks lent close to $110
million.

Senator Carter: I was thinking thalf might
have some bearing on the question raised by
Seénator Benidickson as to why the loans seem
6 be concentrated in the west and why the

people in the east do not seem to take much
advantage of the legislation. We have similar
legislation for fishermen, and that legislation
is no good for Newfoundland fishermen at all,
because there is no accessibility to banks.
There are only one or two banks interested in
making this type of loan and they are not
accessible to the fishermen. The same thing
might apply to farmers in the eastern part of
Canada.

I have two other questions, Mr. Chairman.
When a farmer wants to negotiate a loan, is
he entirely on his own as between himself
and the bank manager? Or is there any Gov-
ernment agency to help and to advise him or
negotiate for him?

Mr. Hollbach: If he wishes advice he cer-
tainly is free to consult the Farm Credit Cor-
poration. I am sure that the Farm Credit Cor-
poration, which has many experts in agricul-
tural operations, would be glad to assist an
individual farmer with advice, even though
they may not be asked to make him a mort-
gage loan. In fact, I understand that the
Chairman of the Farm Credit Corporation is
most anxious to expand this kind of credit
advisory service for the benefit of farmers. In
other words, a farmer who wishes to borrow
only from the chartered banks or from his
credit union under this act, but who feels he
needs expert advice in order to best utilize
this credit, no doubt will be able to get
expert advice from the Farm Credit
Corporation.

Senator Carter: In the case of credit unions
they usually charge one per cent per month.
That used to be the rate. It may have gone
up. If a farmer negotiates a loan at 12 per
cent a year, or one per cent a month, does
that rate have to be approved by the Gover-
nor in Council or is it just entirely up to an
agreement between the farmer and the credit
union?

Mr. Hollbach: What the Government for-
mula will do is establish a ceiling. It will be,
as before, one of the conditions of the guaran-
tee that the rate of interest charged by the
lender under the loan contract will not
exceed that ceiling. It could be below the
ceiling. This will apply in all fairness to all
lenders, chartered banks as well as credit
unions.

In other words, whatever the rate may be,
a credit union wishing to make a farm
improvement loan to a member could not
charge more than this prescribed ceiling rate.
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Senator Hays: Do you have any statistics on
the amount of loans under this act in western
Canada? My experience has been that if a
farmer wanted $35,000, then under the old act
the banker would say, “All right, we will let
you have $35,000. You will get $15,000 under
the Farm Improvement Loans Act at a cer-
tain rate. Then you have the next $10,000 at a
second rate and the last $10,000 at a third
rate.” I suppose he does his arithmetic and
brings out an average rate. Do you have any
statistics on the amount of farm improvement
loans that are used as a sort of duplicate in
that way?

The Chairman: You mean the farmer bor-
rows on his own credit without the aid of the
guarantee?

Senator Hays: Yes. He uses the two togeth-
er. The banker sits down and says, “Well, I
will let you have $15,000 on the farm
improvement loan. On your bonds I will let
you have another $10,000 and on your live-
stock another $10,000.”

The Chairman: Except that I understand
that when a farmer goes in to borrow under
this statute he has to disclose all his
liabilities.

Senator Hays: He does in any event.

The Chairman: So what he will be lent in
this particular transaction will be gauged on
what his liabilities are?

Senator Hays: Mr. Chairman, I have bor-
rowed lots of money from the banks, and any
time that I sat down before the banker this is
the way he determined how much he was
going to let me have. It was on the basis of
my securities. They generally start off with
the farm improvement loan. “I will let you
have $15,000 on this. On your bonds so
much,” and so on.

Mr. Hollbach: Mr. Chairman, I have only
the statistics by province under the Farm
Improvement Loans Act. Therefore, I cannot
give you figures for other loans to farmers
without the guarantee. This information is
available from the Bank of Canada only for
the country as a whole. In other words, I
could, by way of example, give you the
breakdown by province of loans made under
the Farm Improvement Loans Act.

Senator Hays: You do not have any infor-
mation in connection with my question?

Mr. Hollbach: Only for Canada as a whole.
For instance, in December of 1967 there were
outstanding on the books of the chartered
banks $433 million worth of farm improve-
ment loans and $590 million of all other loans
to farmers. Now, most of this, presumably,
would be for working capital. Most of this
would be short term financing.

Senator Hays: There may be a combination
of both.

Mr. Hollbach: That is right. There will be
some term credit in there outside of the guar-
antee. So far as the breakdown of farm
improvement loans lending is concerned, here
are some indicative figures. In 1967, of the
$204 million lent that year in total, and I am
reading them now in the order of magnitude,
the largest portion, $65 million, was lent in
Alberta. $59 million was lent in Saskatche-
wan, $43 million in Ontario, $24 million in
Manitoba, close to $8 million in British
Columbia, $2.2 million in Prince Edward
Island, $1.1 million in Nova Scotia, and also
$1.1 million in Quebec. But as one honourable
senator has indicated earlier this is simply
due to the fact that in Quebec they have their
own farm improvement loan scheme. Then it
is $980,000 in New Brunswick.

Senator Benidickson: Mr. Chairman, until
now there has been a distinct separation with
respect to the purposes of the Farm Improve-
ment Loans Act and the Farm Credit Act.
This has been the case up until recently. It
was not possible to use the Farm Improve-
ment Loans Act for the purchase of land.
But now either act can be used under certain
circumstances for the purchase of land.

The Chairman: Yes, with limitations on the
dollar amount.

Senator Benidickson: Yes, the maximum is
different. In the Farm Credit Act it is differ-
ent from the $15,000 in this act. Now has the
Farm Credit Act a fixed rate of interest for
the maximum?

Mr. Hollbach: It did, senator, until the
amendment was introduced. It has, I believe,
passed the house and is now being submitted
to the Senate for consideration. It would do
exactly the same thing as this legislation.
Under the Farm Credit Act the rate of
interest on the first $20,000 for an unsuper-
vised and $27,500 for a supervised farm loan
was set at 5 per cent and by one of the
amendments that was recently by the House
of Commons this was revoked and substituted
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therefor language similar to what appears in
here—that the rate is to be established by
order in council.

Senator Benidickson: Until the last revision
of the Bank Act, it is my understanding that
commercial banks could not take mortgages
with respect to land.

The Chairman: Except with the N.H.A.

Senator Benidickson:
now.

Mr. Hollbach: They did not have general
authority to make mortgage loans.

I believe they can

Senator Benidickson: Do you contemplate
that if borrowing is undertaken under these
amendments for the purpose of land purchase
the banks will as a matter of course take land
mortgages as does the F.C.C.?

Mr. Hollbach: Yes, sir.

Senator Burchill: Is it anticipated in estab-
lishing the formula for the rate that any
amount would be put in as a commission for
the Government as a guarantee?

Mr. Hollbach: No, this would have to be
authorized by legislation and that is not pro-
vided for in the legislation.

The Chairman:
question?

Are you ready for the

Senator Aseltine: I have another question.
Still referring to this rate of interest, loans
which were made for farm improvements on
the one hand and loans can be made on the
other hand to purchase small areas of real
estate—farm land. Now will there be a rate
for farm improvements and another rate for
the farm purchase or the purchase of farm
lands? It seems to me that the rate in connec-
tion with the purchase of farm lands might be
different because there would be a longer
time to pay it back than if it were just a
straight improvement farm loan.

The Chairman: May I point out that all the
amendments say that the rate shall be at the
prescribed rate, and therefore I would pre-
sume that would mean any loan made under
this amending bill before us would be at a
rate to be prescribed by order in council.

Senator Aseltine: It doesn’t say rates?
The Chairman: Rate.

Mr. Hollbach: I should say this, although
no decision has been made on this, it may be

of interest to honourable senators to know
that the Minister of Agriculture has indicated
that this might be a possibility—that there
might be one rate for land purchase loans
with a maximum term to maturity of 15
years, and another rate for other purposes.
But as I indicated earlier I am not aware of
any final decision having been made on any
one rate or the question of one or two rates.

Senator Aseliine: That is what I was trying
to get at. I understand further in view of the
fact that you have stated that the going rate
of banks now for ordinary loans is 6% per
cent, that the rate of interest under this act
when it is set won’t be less than that.

The Chairman:

I don’t think the witness
said that. 3

Mr. Hollbach: This must be a misunder-
standing. I wouldn’t want to comment at all
on what the likely level is going to be.

Senator Kinley: Under the statute and
under the Small Loans Act the rate was 5 per
cent, and the bank rate was 7 per cent, and
that was a saving, and the guarantee was cut
2 per cent. Before the Bank Act the rate was
7 per cent.

The Chairman: I think it was 6 per cent.

Senator Kinley: Anyway, that means there
was a one per cent difference between the
two. But this whole thing is going to depend
on the competition between the banks, and I
think there is good competition now. I think
that is all right, but we know that this 5 per
cent placed a value on the guarantee.

The Chairman: Any other questions?

Senator Carter: I want to ask about the
guarantee to the principal. In the case of
recovery, if a lender lost, say, $400,000 would
he be covered for only 10 per cent of the total
amount, or would he get 90 per cent of the
first $25,000, 50 per cent on the next $125,000,
and 10 per cent of the remainder, or would
he be covered for the whole thing?

The Chairman: Dealing with $450,000, it
says “ten per cent of that part of the aggre-
gate principal amount of the guaranteed farm
improvement loans made by it during that
period that exceeds two hundred and fifty
thousand dollars.” They do have an escalation
or de-escalation depending how you look at it.
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Senator Carter: I can understand the case
of a small lender, but the big lender—does he
get the same benefit that goes to the small
lender?

The Chairman: He gets 90 per cent of the
first $125,000. In each case it says “of that
part”.

Senator Carter: And it applies to every
part.

The Chairman: Are you ready for the ques-
tion? Shall I report the bill without
amendment?

Hon. Senators: Agreed.

Whereupon the committee concluded its
consideration of the bill and proceeded to the
next order of business.

"The Chairman: The next bill we have to

deal with is C-113, to amend the Prairie
Grain Advance Payments Act. The same
printing resolution is in effect.

The Chairman: Our witnesses are from the
Department of Trade and Commerce: Mr. R.
M. Esdale, Chief of the Grain Division; Mr.
W. J. O’Connor, Assistant Chief, and Mr. N.
O’Connell of the Grain Division.

Mr. Esdale, would you make a short state-
ment as to the features of this bill that are
being accomplished and then we will be open
for questions.

© Mr. R. M. Esdale, Chief, Grain Division,
Department of Trade and Commerce: Mr.
Chairman and honourable senators, the intent
of this bill generally is to increase the cash
resources of farmers in western Canada dur-
ing times of elevator congestion when they
are unable to deliver their grain. This is a
general problem we know of. This is when
the western farmer receives his income.
Therefore, when there is congestion, he has
problems in meeting his obligations. The
intent of the act is to improve this position,
and the amendments, stated very briefly, are
that the maximum advance will be increased
from $3,000 to $6,000.

Secondly, in establishing this, the arithmetic
involved in establishing the rate per bushel
has been increased in the case of wheat from
50 cents to $1, in the case of oats from 20
cents to 40 cents, and in the case of barley
from 35 cents to 70 cents.

' Senator Hays: The rates have been doubled
up?

Standing Committee

Mr. Esdale: Yes, sir.

The Chairman: And the opposite part of
that is the method of repayment?

Mr. Esdale: With respect to the repayment,
there is no change in the act. That is to say,
when a farmer delivers his grain, half of the
proceeds will be used to reimburse this loan.
There is no change in that element of the act.

There are two other provisions in the
amendments. One eliminates the unit quota in
establishing the maximum advance that is
possible, and permitting deliveries against the
unit quota in that or subsequent years to be
used to reimburse the loan, and finally provi-
sion is made for the farmers to take advan-
tage of this act, when proclaimed, dating
back to August 1. Those are the main elements
of the new bill.

Possibly as a matter of interest I would
indicate to you, from a historical point of
view, that over the period of the last eleven
years the charges to the Government for
these interest rates have been $7.5 million.
The average yearly cost to the Government
for these interest free advances have been
$683,000 during that period.

The other feature that is noteworthy in this
eleven-year period of experience of this act is
the high rate of repayment. In other words,
the defaults have been relatively small. The
Government’s share of defaults over that
eleven-year period have been $43,000 and the
share of the elevator companies, who share in
this default to a minor degree, has been less
than $5,000 over the entire eleven-year
period.

Senator Aseltine: Mr. Chairman, when this
bill was in the Senate for second reading I
spoke on it and stated that generally speaking
I was very much in favour of it. The only
objection I had was one on which I gave
three examples. One example had to do with
the farm of 500 specified acres, another farm
with . 800 specified acres and another farm
with 1,000 specified acres. In each of those
cases, with the 6 bushel quota for a specified
acre, during the full crop year, it was impos-
sible for the farmer to obtain those advances
to pay back the amount of the advance. The
balance would have to be carried over the
next year, and so on from year to year. He
would never be able to get out out of debt.

The Chairman: Let us find out what the
history is. What have you to say about that,
Mr. Esdale?
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Senator Aseltine: What I would like to see
is a bigger quota, not only so that he could
market more wheat but so that he could in
each year pay back the advance which might
have been obtained. This is a good act and is
very popular, and the addition of doubling
the advances that can be made is very satis-
factory and it will be a great help. However,
what we want to do is get bigger markets,
sell more grain and have a heavier or bigger
quota per specified acre, so that if it does
happen that we must have advances from
time to time they can be paid back during the
top crop year and the farmer will be able to
keep out of debt.

The Chairman: Have you digested all that,
Mr. Esdale?

Mr. Esdale: Yes, Mr. Chairman.

Then, let us have the

The Chairman:
answer?

Mr. Esdale: Very briefly, I would in princi-
ple accept the arithmetic on the point of the
farmer who has received a cash advance at a
rate of a dollar based on this six bushel
quota. The senator’s arithmetic and points I
would accept, that one could not repay it
entirely in the identical crop year. Therefore,
he would have to move into the second crop
year. If that were the experience, ending the
crop year, with a six bushel quota, I would
agree he would move into the second crop
year, to repay that cash advance. I think the
only other comment I would express is that I
would hope that the appearances of the six
bushel quota would be not as often as the
others, and historically the six has not
occurred very often.

Senator Hays: What we have to do is get
out and sell wheat.

The Chairman: Do you want to be commis-
sioned as one of the persons to do that,
senator?

Senator Paterson: Is not the solution to sell
the wheat and if we do not sell it we just get
in the mine deeper?

The Chairman: You have given the answer.
One has to find the market.

Senator Paterson: We have to reduce it to
where we are competitive. We have let the
Americans sell under us.

_ The Chairman: Are you ready for the ques-
tion? Shall I report the bill without amend-
ment? It is agreed.

The Chairman: Honourable senators, we
had a motion referred to the committee by
Senator Carter in connection with the matter
of statistics and how they are handled in the
fiepartments. The only way to deal with this,
it seems to me, would be to set up a steering
committee to meet and decide how we are
gging to go ahead with this, because it is a
big question and the procedure should be
analysed. My suggestion was that we should
establish a steering committee and I would
suggest for your consideration Senator Carter,
Senator Molson, Senator Bourget, Senator
Thorvaldson and Senator Walker as a com-
mittee of five. The chairman, of course, by
virtue of being chairman, would be part of
that steering committee.

Senator Kinley: What exactly is it that the
committee will be considering?

The Chairman: It will be considering Sena-
tor Carter’s resolution.

Senator Kinley: I was away, as you know.

The Chairman: Senator Carter’s resolution
had to do with a study and examination of
our recording of statistics and what the
procedures are and everything else. It may be
quite a lengthy hearing that we will have to
conduct, and, therefore, we should start out
on the right basis and analyse the thing.
These are only suggestions that I have made
as to the steering committee. It is up to the
committee to decide who will be on it.

Senator Smith (Queens-Shelburne): I so
move, Mr. Chairman. It is a splendid idea
and very practical.

The Chairman: Agreed?
Hon. Senators: Agreed.

The Chairman: This steering committee
will then report back to the main committee.
Thank you. That is all the business we have
this morning.

The committee adjourned.

28993—2
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Tuesday,
November 12th, 1968:

“Pursuant to the Order of the Day, the Senate resumed the debate on
the motion of the Honourable Senator Everett, seconded by the Hon-
ourable Senator Sparrow for second reading of the Bill C-110, intituled:

“An Act to amend the Farm Credit Act”.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.

The Bill was then read the second time.

The Honourable Senator Everett moved, seconded by the Honourable
Senator Thompson, that the Bill be referred to the Standing Committee
on Banking and Commerce.

The question being put on the motion, it was—
Resolved in the affirmative.”

ROBERT FORTIER,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
‘WEDNESDAY, November 13th, 1968.
(6) :

Pursuant to adjournment and notice the Standing Committee on Banking
and Commerce met this day at 9.30 a.m.

Present: The Honourable Senators Aseltine, Beaubien, (Bedford), Beni-
dickson, Blois, Burchill, Carter, Croll, Desruisseaux, Everett, Fergusson, Gelinas,
Gouin, Haig, Isnor, Kinley, MacKenzie, Macnaughton, McDonald, Molson, Smith
(Queens-Shelburne) and Thorvaldson. (21)

In attendance:
E. Russell Hopkins, Law Clerk and Parliamentary Counsel.

Upon Motion of the Honourable Senator Croll, the Honourable Senator
Macnaughton was elected Acting Chairman.

Upon Motion it was Resolved to report recommending that 800 English and
300 French copies of these proceedings be printed.

Bill C-110, “An Act to amend the Farm Credit Act”, was considered.

The following witness was heard:

Farm Credit Corporation:
G. Owen, Chairman.
Upon Motion it was Resolved to report the said Bill without amendment.
At 10.20 a.m. the Committee proceeded to the next order of business.
ATTEST:

Frank A. Jackson,
Clerk of the Committee.



REPORT OF THE COMMITTEE

WEeDNESDAY, November 13th, 1968.

The Standing Committee on Banking and Commerce to which was referred
the Bill C-110, intituled: “An Act to amend the Farm Credit Act”, has in
obedience to the order of reference of November 12th, 1968, examined the said
Bill and now reports the same without amendment.

All which is respectfully submitted.

ALAN MACNAUGHTON,
Acting Chairman.



THE SENATE
STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, November 13, 1968.

The Standing Committee on Banking and
Commerce, to which was referred Bill C-110,
to amend the Farm Credit Act met this day at
9.30 a.m. to give consideration to the bill.

The Clerk of the Committee: Honourable
senators, in the absence of the chairman is it
your pleasure to elect an acting chairman?

Senator McDonald: I move that Senator
Macnaughton be acting chairman.

The Clerk of the Committee: Is it agreed
that Senator Macnaughton be acting
chairman?

Hon. Senators: Agreed.

Senator Alan Macnaughton (Acting Chair-
man) in the Chair.

The Acting Chairman: We have before us
today two bills. Do we have the usual motion
for the printing of 800 copies in English and
300 copies in French of our proceedings?

Upon motion, it was resolved that a
verbatim report be made of the proceed-
ings and to recommend that 800 copies in
English and 300 copies in French be
printed.

The Acting Chairman: This morning we are
dealing with Bill C-110, the Farm Credit Act.
We have as witnesses Mr. G. Owen, Chair-
man of the Farm Credit Corporation, Mr.
W. H. Ozard, Vice-Chairman and General
Manager, Operations, and Mr. R. McIntosh,
Comptroller, Financial Services Branch.

Mr. Owen, have you an opening statement
that would help us?

Mr. G. Owen, Chairman, Farm Credit
Corporation: Mr. Chairman, honourable sena-
tors, I would like to make a few brief re-
marks ‘as to the general intent of the- bill.
First, the most significant and immediate
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provision is the increase in capital to the
corporation. As of tomorrow we anticipate
that all of the capital available to us to lend,
in addition to that capital which we expect
to collect from farmers this fall, will
have been committed in new loans. There-
fore, we require an increased capital authori-
zation to the corporation.

The second significant amendment is the
removal of statutory interest rates from the
bill itself. As honourable senators will know,
the act initially provided to borrowers a rate
of interest fixed at 5 per cent. That is very
much out of line with present-day interest
rates and, in fact, is substantially below the
cost to the corporation of borrowing.

The bill also provides a fluctuating rate on
the upper limit or part of various loans. The
present bill proposes to remove those fixed
rates and to have the interest rate or rates
prescribed from time to time by the Governor
in Council.

I could mention many of the factors which
economists would use to substantiate the
argument that interest rates should be subsi-
dized. On the other hand, I could also men-
tion many of the other factors which econ-
omists would use to suggest that the interest
rate should not be subsidized. I do suggest,
however, that the setting of the interest rate
by the Government becomes a matter of Gov-
ernment policy, and, while I would be happy
to anwer questions with respect to its
implications, I feel that it is a matter of Gov-
ernment . policy rather than a matter of
direct. ..

Senator Aseltine: Well, this is Government
money. i

Mr. Owen: Yes, sir. I think the third and
possibly the most controversial item, that
which is subject to the most varying interpre-
tation, is the increase of the maximum size of
loans up to $100,000.

* ‘Senator Aseltine: How long will that last?
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Senator Croll: So long as the money lasts.

Senator Aseltine: How long will the money
last?

Mr. Owen: We would suggest, sir, about
two and a half years. A lot depends, of
course, on the economic situation of
agriculture.

Senator Aseltine: And the size of the loans
made.

Mr. Owen: Well, the size of the loans, and
this is what I wanted to emphasize at this
stage—it does not increase the amount of
money which any individual farmer may bor-
row. It means that if there are two farmers
together in one farming business, then they
can each borrow the same amount as they
could if they were individuals farming sepa-
rately. You will appreciate that very often
two farmers may find it really to their eco-
nomic advantage to operate a farm on a part-
nership basis. Now under previous legislation
those two men might, as individual farmers,
be eligible to borrow $40,000 each under a
standard mortgage loan. If they formed a
partnership and shared machinery and jointly
operated the land in the interests of efficiency
and economy they could only become eligible
for $40,000 to the farming business.

The actual change here is relating the
amount of the loan to the people involved in
the farming business rather than increasing
the amount any individual farmer may bor-
row. Incorporated in those are provisions that
those farmers who wish to incorporate their
farm business may also be able to borrow
money. They have in the past been able to
borrow money provided they were related to
one another by birth, by marriage or by
adoption. But sometimes farmers wish to join
with their neighbours, maybe first in a part-
nership and later in an incorporated business.
This bill makes provision for that sort of
arrangement. It permits loans to this type of
corporation only if the share distribution is
that which will be defined by regulation and
if the persons who are qualifying sharehold-
ers and who in effect are the borrowers
have farming as their principal occupation. In
other words, by the provisions of the bill
itself the loans can only be made to incor-
porated farm businesses which are actually
the incorporation of the farmers’ business
rather than investment of non-farmers in the
farming sector.

The next provision is a significant one.
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Senator Desruisseaux: Mr. Owen, on this
point I would like to ask a question about
co-operative farmers. Is it permissible to bor-
row to the full extent of each member?

Mr. Owen: You are speaking now of a co-
operative association?

Senator Desruisseaux: Yes.

Mr. Owen: Provided each member indi-
vidually owns his own land and then becomes
a member of a co-operative farming asso-
ciation, he is eligible to borrow as an indi-
vidual. If the co-operative association as such
owns the land in its own right, provided
it has three or more members occupied in
farming, then it could borrow as a co-opera-
tive association up to $100,000.

The Acting Chairman: May I suggest that
we complete the statement and take the ques-
tioning afterwards? We might make faster
progress.

Mr. Owen: The fourth item of importance
is the extra assistance for establishing young
farmers, particularly when they are being
established in co-operation with or in con-
junction with their parents. Under Part III of
the present legislation under which we could
lend up to 75 per cent of the value of land
and chattels, we have up to now only been
able to lend to an individual who is farming
on his own. If he was farming in partnership
or in some other arrangement with his father,
he was ineligible under this particular condi-
tion. We have now made arrangements in this
bill under which two farmers together can
borrow under this part of the act where we
lend on land and chattels and supervise the
operation of the farm for a period of time. If
one of the members of this farming business
happens to be under 35 years of age, then
despite the fact that his father may be over
45, which was the previous age limit under
the supervised loans, they are still eligible.
The purpose of this is to provide an oppor-
tunity for farmers whose sons wish to come
into the business with them to get the capital
needed to make the farm big enough to sup-
port two farming families so that the vocation
will be reasonably attractive for his son.

There is a further provision that if one of
the members of the farm business is under 35
years of age and can demonstrate to our satis-
faction that his ability to manage a farm is
measurably above that of the average, then
we could lend up to 90 per cent of the value
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of land and chattels. I would suggest that at
the moment trends indicate that there isn’t a
need for introducing a great number of new
people into farming. On the other hand, I
think this particular clause is related to the
opportunity for some of those who are highly
qualified young men but who have very little
in the way of equity required to get into the
farming business today, to get into it, because
we must recognize they are going to be
leaders of the farm industry in the future.

The fifth item is that dealing with loans to
Indians farming on reserves. Up to the
moment we have not been able to lend to
such persons. There was nothing in our act
which said we could not, but if they cannot
give us a mortgage against land, and since we
are only permitted to lend when we have a
first mortgage against land, we have been
unable to lend to Indians farming on
reserves. In this bill there is provision that
we can enter into an agreement with the
Minister of Indian Affairs and Northern
Development to provide a form of guarantee
in lieu of a mortgage against the land, and
this will permit us to lend to Indians on
reserves on the same basis we would lend to
farmers in any other part of the country.

I think, honourable senators, that is the
summation of the important aspects of the
bill, and I would be happy to answer any
questions as we go through it clause by
clause, or in any other manner you wish.

Senator Croll: One thing relating to the
mechanics of this; say two farmers enter into
a partnership and one has 50 acres and the
other has 25 acres and the division is on the
basis of 50 and 25, how would they covenant
to you? On what basis?

Mr. Owen: The covenant to us would be a
joint mortgage, with the land of both part-
ners mortgaged to the corporation, and the
two borrowers would be jointly and severally
liable for the repayment of that mortgage.

Senator Croll: Of the total sum?
Mr. Owen: Yes.

Senator McDonald: Where you have a
father and son operation, can they borrow to
the maximum of $100,000?

Mr. Owen: If they borrow under Part III of
the act—that is, under the supervised loans—
and they are either both under 45 years of
age or one of them is under 35 years of age,

then they can borrow up to $100,000, provid-
ing, of course, they meet the other
qualifications.

Senator Croll: Before you increased the
amount, what percentage went into those
larger loans—the maximum?

Mr. Owen: Are you referring to the last
amendment?

Senator Croll: Yes.

Mr. Owen: About 30 per cent were above
the previous maximum, but only 3 or 4 per
cent would be up to our present maximum.
These figures really are just approximate.

Senator Croll: When you say “up to the
present maximum,” what do you mean?

Mr. Owen: Before this bill it was $40,000
for a standard mortgage loan.

Senator Croll: And you say about 3 per
cent?

Mr. Owen: Yes, about 3 per cent.
Senator Croll: And the others?

Mr. Owen: $55,000 under supervised loans,
again, I would think it would be not more
than 3, 4, 5 per cent—something in that order.
We are not changing the amount per
individual, but we have been unable up to
now to lend to two people farming together,
to support two farm families.

Senator Croll: What is your middle figure?
In what area is the greatest amount of loans
made?

Mr. Owen: In the neighbourhood of $20,000
to $27,000.

Senator Croll: That is the bulk?
Mr. Owen: Yes, sir.
The Acting Chairman: Senator Aseltine?

Senator Aseltine: Mr. Chairman, I said
pretty nearly everything I had to say in the
Senate yesterday. However, I would like to
say something now as well, if that is in order.

In the first place, I want to say that we
have an office of the Farm Credit Corporation
at Rosetown, Saskatchewan, which is very
well run and is doing good work, giving good
advice, and we are quite satisfied with the
way everything is being carried on. But the
difficulty that I see with the whole setup is
something that I raised yesterday in the
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Senate, and that is the effect these new gift
tax regulations and the new estate tax regula-
tions are going to have on what a farmer can
accomplish in the way of bringing his chil-
dren into the farm picture with him.

It seems to me that if one cannot make a
gift before he dies or leave it to his son in his
will without in each case paying, in the first
case, a big gift tax or, in the second case, a
big estate tax, there is no hope whatever for
the young farmer to get into the farming bus-
iness, even with the help of the Farm Credit
Corporation.

I would like to ask the gentleman who is
the head of the Farm Credit Corporation—is
that your position?

Mr. Owen: Yes, sir.

Senator Aseltine: ...to say something about

that.

Mr. Owen: Well, sir, I must confess that we
have been working so assiduously on our
preparations to implement the provisions of
this legislation that we have not yet made a
full study of the implications of the proposed
changes in the estate and gift tax provisions.

On the other hand, I think incorporated in
this bill is a factor which will help to get
around this particular problem and assist
farmers somewhat to overcome it. I know it
would have assisted them on the basis of the
previous legislation with respect to gift and
estate taxes. Very frequently the way a son
starts farming is by buying land with a loan
from the Corporation and security provided
by his father. In this way the expansion of
the farm business to make it large enough to
include the son and provide a living for him
and his family is effected by buying the land
in the name of the son. There is another
trend, towards the incorporation of farm
businesses, and one of the problems of trans-
ferring farms from one generation to another
in the past has been that the son had to buy
the farm. More and more farmers are incor-
porating their farm businesses, and the son is
gradually buying the farm by pieces in the
form of shares rather than by pieces in the
form of land. It is an easier way for the son
to acquire an interest in his father’s farm.

Senator Aseltine: There have been a great
many sales from father to son, and the father
has been able, under the old gift tax regula-
tions, to cancel 'so much of that purchase
price a year until the son becomes the owner.
He cannot do that any more. :
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Mr. Owen: Yes, that is right. This does
create a problem. I am suggesting that where
they are very large they are likely to incorpo-
rate, and the purchase can be shares over a
period of time.

Senator Aseltine: How much has been
accomplished in the incorporation of farms? I
only know of two or three farms in our whole
area that are being run as corporate bodies.

Mr. Owen: As of about the fall of 1966
there were about 2,400 incorporated farm
businesses in Canada.

Senator Aseltine: In the whole of Canada?

Mr. Owen: Yes, sir. Most of those are actu-
ally family farm incorporations. I would sug-
gest this number has increased rapidly since
that time, and I would suggest the trend in
this direction will either be influenced
upwards or downwards, depending on the
changes made in the tax structure in the
future, including the question of income,
income tax, taxes on family units and various
of the other matters that have been talked
about.

I would suggest on the question of incorpo-
ration, particularly as the farms get larger,
that the direction of this trend will depend
largely upon the arrangements which are
made with respect to income tax, gift tax and
succession tax.

Senator Croll: Is not there a provision in
the Ontario Gift Tax Act which permits this
without being liable to it in lieu of death
duties? You have not come across it?

Mr. Owen: I have come across a number of
instances where farmers make gifts to their
sons who are starting farming. I had assumed
that this gift tax provision was a federal gift
tax provision, and personally I am not aware
of any different provision in Ontario, but it is
certainly a thing our solicitors will be taking
into account, but I have not been familiar
with it.

Senator Everett: Mr. Owen, the Act pro-
vides that a farmer who has taken a loan can
pay it off without notice of bonus, is not that
correct?

Mr. Owen: That is correct, sir.

Senator Everett: Can he, in effect re-
finance a loan by that method? In other
words, can he pay off a loan, and take out a
new loan on the same security? ‘
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Mr. Owen: Yes, sir. About 40 per cent of
the loans that we make now are to farmers
who already have loans from us; who have
borrowed money to expand. When we make a
new loan we repay entirely the first loan, and
set it up as one new and separate loan.

Senator Everett: That is more or less a
consolidation of two loans?

Mr. Owen: That is right, sir.

Senator Everett: What I am concerned
about here is the interest rate situation. We are
now in a period of high interest rates. It is
quite possible that because of monetary policy
we will move to a period of low interest
rates. Farmers who have entered into long-
term arrangements now at 7.75 per cent or 8
per cent might find three or four years from
now on a 30-year loan that they are borrow-
ing at 2 per cent or 2.5 per cent over the rate
being charged by the Corporation at that
time. I think you have agreed that that is
possible. It may not happen, but it is possible.

Mr. Owen: Yes. It has happened before.

Senator Evereit: What we are trying to do
here is put the farmer in much the same
position as that of the large corporation. We
are trying to supply him with long term
money for expansion purposes at a reasonable
rate. The Minister of Agriculture said that the
rate would not be more than one per cent
over the cost of borrowing to the Govern-
ment. This is very attractive, but one very
attractive part of a corporate loan is that
there is usually a clause for repayment. You
may be locked in for five or ten years, and
you may have to pay a bonus, but in some
way you can repay that loan and then re-
finance at the lower interest rate. That is a
protection that is always available to the cor-
porate borrower. It is even available to the
person who mortgages his house, I believe.
What concerns me here is the question: Are
farmers going to be locked into a rate that is
applicable today, and have to pay that rate
without being able to refinance?

Senator Aseltine: For the full term?

Senator Everett: Yes, for the full term. I
realize they may pay the loan off, but the
scarcity of money to farmers that you have
been talking about creates a situation where
if the Corporation were not prepared to re-
finance on the basis-of interest rate reductions
alone; there would be no other source from
which: ‘the farmer could get money: In effect,
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the farmer would be locked into that rate
which he pays today, and which in a period
of time may be two or three per cent more
than the then going rate.

Mr. Owen: I can assure you, honourable
senators, that this is a matter we are very
aware of, and very concerned about. I think
we must look at the $1 billion that we have
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