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“An Act to amend the Criminal Code (Habeas Corpus)”.

The Honourable SALTER A. HAYDEN, Chairman
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No. 1
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THE STANDING COMMITTEE

ON

BANKING AND COMMERCE 

The Honourable Salter A. Hayden, Chairman

Aseltine
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Farris
Fergusson
Flynn
Gelinas

The Honourable Senators:
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Macdonald (Brantford)
McCutcheon
McKeen
McLean
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Monette
O’Leary (Carleton)

Paterson
Pearson
Pouliot
Power
Reid
Robertson (Shelburne) 
Roebuck
Smith (Kamloops)
Taylor (Norfolk)
Thorvaldson
Vaillancourt
Vien
Walker
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Willis
Woodrow—(50).

Ex officio members: Brooks; and Connolly (Ottawa West).

(Quorum 9)
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ORDER OF REFERENCE

2q j^g^ract fr°m the Minutes of the Proceedings of the Senate, Monday, July

m Pursuant to the Order of the Day, the Senate resumed the debate on the 
Ba ' 1^n Honourable Senator Lang, seconded by the Honourable Senator
p for second reading of the Bill C-35, intituled: “An Act to amend the 

lnal Code. (Habeas Corpus)”.
After debate, and—

he question being put on the motion, it was— 
esolved in the affirmative.

The Bill was then read the second time.

Senate16 J*onourable Senator Leonard moved, seconded by the Honourable 
Bank; r Roebuck, that the Bill be referred to the Standing Committee on 

anking and Commerce.
RtSti0n being put on the motion, it was—

m the affirmative.’
J. F. MacNEILL, 

Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Wednesday, October 14th, 1964.

Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 10.45 a.m.

Present: The Honourable Senators Hayden (Chairman), Baird, Beaubien 
(Provencher), Crerar, Dessureault, Farris, Flynn, Gershaw Isnor Kinley, 
Lang, Leonard, McLean, O’Leary (Carleton), Roebuck, Thorvaldson, Vaillan- 
court and Vien. (18)
CounIn attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary

re On Motion of the Honourable Senator Baird it was RESOLVED to report 
gI^°mmending that authority be granted for the printing of 800 copies in 
Bill c anc* copies in French of the proceedings of the Committee on

Bill C-35, intituled “An Act to amend the Criminal Code (Habeas Cor
pus) , was considered.

The following witnesses were heard:
Mr. John R. Matheson, M.P. . .
Mr. T. D. MacDonald, Assistant Deputy Minister of Justice.

On Motion of the Honourable Senator Vien it was RESOLVED to post
pone further consideration of the said Bill.

At 11.15 a.m. the Committee adjourned to the call of the Chairman. 
Attest.

F. H. Jackson,
Clerk of the Committee.
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THE SENATE
the standing committee on banking and commerce

EVIDENCE
Ottawa, Wednesday, October 14, 1964.

The Standing Committee on Banking and Commerce, to which was 
e erred Bill C-35, an Act to amend the Criminal Code (Habeas Corpus), met 

this day at 11 a.m.
Senator Salter A. Hayden (Chairman) in the Chair.
The committee agreed that a verbatim report be made of the commit

Proceedings on the bill.
The committee agreed to report recommending authority he granted for 

the printing of 800 copies in English and 300 copies m Fienc 
committee’s proceedings on the bill-

The Chairman: Gentlemen, I call the meeting to order. We have a quorurm 
We have for consideration this morning Bill C-35, an Act to amend the 

riminal Code, dealing particularly with habeas corpus. r. om ’
Assistant Deputy Minister of Justice, is here to give explanations which we 
may require. Will you come forward, Mr. MacDonald. Senator La g, 
sponsored the bill, is here. Is there a brief statement you would like to matte,
senator?

u that this was a private Senator Lang: Honourable senator^^ the1 Commons, sP01^?1^s^t the 
member’s bill, when it was introduced mtn^d 1 thmk rt ^*£fSwhich
John Matheson. He is with us this remarks on the P P Mr.
committee if he were able to make some ^ technical point of view, 
attracted this piece of legislation. ’ could deal with it.
MacDonald of the Department of Justic , first?

The Chairman : Shall we hear from Mr. Ma.heso
Hon. Senators: Agreed. Honourable sirs and gentlemen.
m t x. „ — ,, ^ p. Honourable sir, honourao Pro{essor StuartMr. lohn Matheson. M.P.. tionuu tgd to me by ri rio Bar

this bill is something which was suggi - members of the O i g
Ryan Q.C., who is known to a number of the m ^ ^ years, appearing 
as a very thoughtful practitioner a s® he has held a professe
many times in the Court of Appeal. Latterly, lt was his recom
teaching law at the Queen’s University Law S=no Code would be wisely
tion to me some three years ago »at the Cnmi ^ ^ discussed with
amended in precisely this fashion. . »
a number of his colleagues in the law school. ^ ^ mgh Court, Chie

I discussed this with the former ie hen there was a c ani 
Justice McRuer, and I had occasion later, , & the present Mm t^
government to discuss this matter at som precisely this same su 3 
of Justice, who, curiously, had.been teach g mmendation himself. *
the University of Ottawa, and had made this laW teaCher, for I c®r ,
me, I do not place myself m the category ,the feeling of th_ose t g
am not at that level at all. However, it „;rtue in having habeas
I referred this matter that there was a certain virtue

7



8 STANDING COMMITTEE

in precisely the same position as these other ancient prerogative writs namely, 
mandamus, certiorari and prohibition. It was the feeling that, somehow or 
other, in habeas corpus we had fallen by the way, that when the code had 
been enacted years ago it had been thought that appeal had been otherwise 
provided. I believe there was evidence in the judgment of Chief Justice McRuer, 
in the Re Shane case, to this effect.

What we are seeking to do by the bill is simply provide that a person who 
is denied the right of habeas corpus at any stage, whether in issuance of the 
writ or in its return, can go to the court of appeal. I see no reason why an 
appeal should not lie on both sides. I do not think the argument from an 
academic point of view should be that we are simply trying to get added 
rights for an incarcerated person, rather that we seek to apply the rule of 
law and to give greater dignity to this ancient and historic writ of habeas 
corpus, feeling tha.t at any stage we may place reliance and confidence in 
our system of justice that all necessary details will be worked out.

The Chairman: May I interrupt you for a moment, Mr. Matheson? It seems 
to me that when the revision of the Criminal Code was before this committee 
some years ago—and we had a subcommittee to deal with the problem—we 
were then concerned with the problem of how to deal with the issuance of 
a writ of habeas corpus, in the first instance. I think the decision we made was 
that we would prefer that counsel be able to go around and visit a judge until 
he could find one who would issue a writ, rather than if he were denied by 
the first judge he could then take an appeal.

We felt the interests of justice would be better served if you could find 
a judge who would issue a writ. If you failed completely, that was the end 
of it; but if you failed with one judge and then went to the court of appeal, 
the matter had not resolved itself at the stage according to the state of 
evidence, you would have a hearing and then an appeal.

Senator Roebuck: And there was the further question, when the writ 
was returned and the applicant could not get the judgment he wanted, he went 
on to another judge until he did get the judgment that he desired.

Mr. Matheson: I am sure, sir, there is a need for this. It certainly does 
not arise as long as the practice of moving around prevails. In Ontario, I 
believe, there are upwards of 30 judges, are there not?

The Chairman: Yes.
Mr. Matheson: I am sure as long as there was this ready appeal to a 

more accommodating judge there would be no argument.
The Chairman: He may not be more accommodating, but he may be 

more searching and analytical.
Senator O’Leary (Carleton): Was it left solely to the discretion of a judge?
The Chairman: At the issuance of a writ in the first instance, yes; but 

that only required the jailor to deliver the body before a certain judge at a 
certain date, and that judge inquires into the merits, whether the man is being 
properly detained or not; so it is only a method of getting the person in jail 
before a judicial officer who can inquire into the merits. That is correct, is it 
not, Senator Lang?

Senator Lang: Yes.
Senator Thorvaldson: It is a matter of getting a judicial hearing.
The Chairman: That is right. Mr. Matheson, is this bill intended to shut 

off this shopping around for the issuance of a writ in the first instance?
Mr. Matheson: My feeling was, sir, that there are some things better 

left to our jurisprudence to fix and determine than to our commons or parlia
ments, but it is always difficult, I believe, for lawyers, even in Parliament, to
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really make good lawyer’s law, whereas, generally speaking, these things tend 
to resolve themselves better jurisprudentially. Perhaps my philosophy is wrong 
°n that. I have discussed this with a man whose judgment I enormously 
respect, namely, Arthur Martin, Q.C., and he was happy with this precisely
as it Was, thinking that the rule of law, and with searching examination,h k H1JL1 living lllctl Llie I Uit: Ul ±clW, clJ

eas corpus could be given greater dignity. 
t 1 w°uld not be particularly worried about the fact that there might have 
fied G v^n appea^ at one stage or at another, because personally I would be satis - 
and that.^e c°urt of appeal would carefully search out everything relevant 
that S^?n^cant- I am really not competent to go beyond this, and I am sure 
deal M"r" ^cDcmald—or Mr. Favreau had he been able to be here—could 

Wlth it much more exhaustively than I can. 
the r*^e Chairman: The only comment I have at this stage is that I think 
amend°P0Se<^ amendment does shut off a present practice, because under the 

ment if you are refused a writ then your remedy is an appeal.
provis6nat°r ^IEN: The code as it is at present does not allow, under the 
at the °nS section 691 a person to go from one judge to another judge 
in a same time. If we are of the opinion that an appeal should be granted 
habeas56’ a bnal judgment is delivered in the trial court on a petition for 
is to sav°thUS’ * would be in favour of the text of the law as it now stands, that 
if a pet-l. aat an appeal be allowed at any stage of the proceedings; otherwise, 
on the i ^ Were refused, it would be illusory if there were no appeal allowed 
judgment Sm.ent refusing the petition. If we grant an appeal from the final 
a judo-m» refused habeas corpus, we should also grant an appeal from

^ nt refusing the petition.
is a prete^fAIRMAN: That is logical and sound. All I am saying is that there 
from the fi Practice which I regard as being better than having to take appeal 

Se rSt re^usa* hy the first judge who is asked, 
but there^fi1" ?0EBUCK: We thought that when revising the Criminal Code;

Mr ivr3S °6en 3 ubange since then, probably because of Re Shane. 
has come t THESOn: May I point out to honourable gentlemen something which 
door to sho° my attenti°n from Mr. MacDonald. I think Re Shane closes the 
bough (yat around. However, there is the case of Regina versus Rom-
heard befor^ a/^°' ^ (1964) Volume 2, Canadian Criminal Cases at page 71,
29, 1963 v.,u- ur' Justice Farthing, of the Alberta Supreme Court, on August > wnich says:

annii^a^eas C0TPus—Refusal by one Judge—Whether prisoner may renew 
P ^atlon before another Judge.

Judge Pnsoner who has been refused a writ of habeas corpus by one 
and eaII>?y renew his application for discharge before another Judge 
upon hiC successive Judge to whom application is made must act 

s own view of the law applicable to it.
■‘■here f0iio

cases examined ^ a detailed discussion of the law and among the many 
?f fhis whole a 18 Shane. The case appears to represent a scholarly study 
lurisprudentiau Ues^on’ 80 perhaps in fairness we should consider the matter

S®ator L,r *“ opm'
Mr. Ma °Nard: How does the learned judge distinguish from Re Shane? 

ani hot corolTJT- 1 would like to refer that to Mr. MacDonald, because I 
The Chm t6ly familiar with the case.

does the judee^^ Mr" Matheson, the direct question is, at the moment, how 
Shane? m this Alberta case distinguish between that case and Re

Stator Roebuck: This Rombough
case was not an appeal, was it?
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Mr. MacDonald: I think Mr. Chairman, that the answer to that question 
is in one sentence at page 76 of the report to which Mr. Matheson has referred, 
in which Mr. Justice Farthing, after reviewing the cases, says: (where Mr. 
Justice Farthing, the judge, says simply, after review the cases)—and I am 
quoting now:

So, with the greatest respect, I prefer the judgment in ex parte 
Johnston to that in ex parte Shane.

The Johnston case referred to, I take it, is Johnston and Shane, which was 
the case before the court of appeal where the judgment was delivered by the 
late Mr. Justice Morden immediately preceding the Shane case itself.

Senator Thorvaldson: The Shane case was the decision of one judge, or 
was it appealed?

Mr. MacDonald : Yes, it was the decision of the then Chief Justice of the 
high court, Chief Justice McRuer.

Senator Kinley: There was a habeas corpus case where a man was going 
to be deported, and it raised a great deal of furore in various parts of this 
country. Do you remember that?

Mr. MacDonald : You have touched a very nostalgic note in me, Senator 
Kinley, because that is the first time that I was ever in the Supreme Court. 
The case which you refer to was the Peter Veregin case, the Doukhobor from 
British Columbia.

Senator Kinley: Can you get a writ of habeas corpus from any court 
except the Supreme Court? Can you get it from a lower court?

The Chairman: From the judges of the Supreme Court of the provinces.
Senator Kinley: That would lessen the idea of “shopping”. You can get 

it from a court in the same province, can you?
The Chairman: Any Supreme Court judge in the province in which the 

person is incarcerated.
Senator Kinley: He only says, “Produce the body”?
The Chairman: That is right.
Senator Kinley: An appeal means delay.
Senator Roebuck: Has Mr. MacDonald an—
Senator Kinley: Just a minute now. It means delay, and I know an appeal 

means a delay.
The Chairman: There is not much delay. I doubt if you could call it any 

delay in criminal cases; they are moved along very quickly.
Senator Kinley: Who do you appeal to, another judge?
The Chairman: The court of appeal.
Senator Kinley: To the whole court?
The Chairman: Yes.
Senator Kinley: It does not cause delay?
The Chairman: No, it could be heard within the month, if the parties 

were ready.
Senator Flynn: Is it the feeling of the committee to find a solution which 

would retain the prerogative of “shopping” and at the same time give a right 
of appeal? If so, maybe it could be achieved by adding a special paragraph:

An appeal lies to the court of appeal from a final decision granting 
or refusing the relief sought in proceedings by way of habeas corpus.

—which would make a distinction with regard to habeas corpus.
The Chairman: Let us find out what Mr. MacDonald thinks about that. 

Mr. MacDonald, there are two things. If the word “final” appeared in here
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before the word “decision”, in your view would that perpetuate the present 
Practice as well as creating the possibility of the right of appeal on a final 
refusal?

Mr. MacDonald: I am really not sure, Mr. Chairman, whether the court 
"Would construe the word “final” as ruling out the case where the applicant 
c°uld still shop around or not.

Senator Leonard: Does Mr. MacDonald feel that the man can still shop 
around in Ontario, where there is a decision in re Shane, notwithstanding the 
decision in Alberta?

Mr. MacDonald: Mr. Chairman and Senator Leonard, may I say that this 
ul does not appear to me in itself to abolish the right, to use the expression,
0 “shop around”. What the bill appears to do is to accept the Ontario position 

as presently laid down by the Chief Justice of the high court where he said 
iurf in °ntario in a criminal matter that right to shop around from judge to 

does not really exist. On the other hand, in the Province of Alberta, as 
atL have seen by the Rombough case, which Mr. Matheson has brought to your 
a ®nti°n, the Shane decision in Ontario has not been followed, so in Alberta, 

^tly, you can still shop around.
know hat tbe situation will turn out to be in the other provinces we do not 
defm't * suppose that we do not even know at the moment that it is 
Quest' 6 ^ Settled in either of the provinces of Ontario or Alberta—that is, the 

°n whether you can shop around.
the Ch - ^be Present time we have the decision of a single judge in Ontario, 
same t ^ ^ustice of the High Court at the time, that you cannot; and at the 
you Ca^ne that decision of a single judge of the superior court in Alberta that

impose6 ^Hairman: If we enact this amendment might not the effect be to 
you a °n MI the courts in Canada the provisions of this section? That is, if 

e refused a writ your only remedy is an appeal.
does not ^AC^ONald: Off hand, I should not really think so, because the bill 
whom ,, PurPort in its terms to say that the right to shop around is abolished 

6 that right exists.
a speSeec^or Thorvaldson: Mr. Chairman, I recall Senator Roebuck made 
He went*0 the Senate on this bill, and I believe he did a great deal of research. 
concerned11^0 this Pr°blem very thoroughly. I will say that as far as I was 
rather crit' Was most impressed by what he had to say, and I know he was 
"without /f31 °f this bilb 1 am not competent even to consider this matter now 
might apni erring to what he said at that time; and I think probably that 
a new elen/ t0 some of the other senators here. Certainly, there has been 
c°urt in thrown into the whole situation by virtue of the decision of the 
a later time berta- Consequently, if we could adjourn this discussion until 
see what q6, Xt would at least allow me and others to have the opportunity to

The e r R°ebuck said-
this propOSe^IRlvtAN: have been talking about habeas corpus, but remember,
certiorari. amendment deals with more than that. It deals, for instance, with

fully. This is^<fEBUCK: * have dealt with this matter, as my friend says, rather 
today, anci °* fundamental importance. I had no notice this was coming up 
in mind. I tW0 monfhs ago that I made that speech. I have not got it all 
sponsor of th hS-rig^eSt certain amendments to this bill. I complimented the 
the same time l *n the Commons, and I do again now compliment him. At 
80 vastly imn’ ^here you have fundamental questions of this nature that are 
chance to look1 3n ’ R sh°uld not be dealt with in this way. I have had no 

over what I said. I have had no chance to bring the amend-
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merits I proposed in the Senate here today; and I would say it would be 
a great mistake to deal with this matter in this manner.

The Chairman: I think that is a reasonable position, senator. This com
mittee will most likely be sitting tomorrow, but I take it that is too soon.

Senator Roebuck: No, that is too soon.
The Chairman: What is the wish of the committee?
Senator Vien: Mr. Chairman, I think it would be most undesirable that in 

a statute like the Criminal Code applicable to Canada, from one end to the 
other, there should be conflicting decisions of the tribunals of one province 
with the tribunals of another province.

Therefore we should make it abundantly clear, and I agree with the 
honourable senator from Toronto-Trinity (Hon. Mr. Roebuck) that we should 
take more time and possibly request the Department of Justice to prepare an 
amendment which would have the effect of clearing the situation altogether.

I am all in favour of giving an appeal at all stages of the proceedings on 
these special measures, and I think if we do give that appeal there will no 
longer be any necessity of going from one judge to another in Ontario or else
where. I appreciate the decision in Shane, and I agree with the decision that 
when a judge of the first jurisdiction has given a decision it should not be 
possible to go to another judge of the same jurisdiction to get a conflicting 
decision. In my view we should give the right of appeal and if we do so we 
should make it abundantly clear that the decision in Shane should apply 
throughout. For that reason I would suggest that we should adjourn the 
matter. There is no absolute rush involved. I agree with the honourable senator 
from Toronto-Trinity that we should have more time and we should suggest 
to the Department of Justice to bring in an amendment in the terms I have 
mentioned.

The Chairman: Any further comments? Senator Lang?
Senator Lang: I would not like to see this matter too long in limbo, particu

larly as far as the Province of Ontario is concerned. I think from a practical 
point of view it would be difficult to change in view of the decision of Mr. 
Justice McRuer in the Shane case. I think hardship could arise.

The Chairman: If this section is not proceeded with and there is an ap
plication to a judge of the Supreme Court of Ontario and it is refused and the 
party then goes to another judge and it is granted or a writ is granted, the 
whole question comes up on the hearing on the merits whether the procedure 
is regular in the light of the decision in Shane or not. In any event they 
ultimately get to the court of appeal on that basis because there is always an 
appeal on the merits.

Mr. MacDonald: It seems to me that in the earlier case of Shane and 
Johnston the applicant having been refused, not the writ, but having been 
refused discharge on the return of writ, then proceeded to appeal to the 
court of appeal, but, if I remember correctly, the court of appeal said they had 
no jurisdiction to entertain this appeal and Mr. Justice Morden went on and said 
something to the effect that although the court could not deal with this matter 
as an appeal he would deal with it as an application to another judge, and it 
was on that basis that Mr. Justice Morden wrote the decision which Mr. Justice 
Farthing in the Alberta case said he would follow in préférence to that of the 
later Shane case.

The Chairman : I agree with what Senator Lang said, that there is such 
a state of confusion in our law in Ontario that we should not take too long.

Senator Roebuck: I think it is better to do it right than to do it quickly- 
For that reason I move that we adjourn.
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Senator Crerar: I would like to ask one question. As a layman I am rather 
ignorant in these matters. This situation contemplates an appeal from the 
decision of a judge to the court of appeal. Is that the end or does an appeal lie 
rotn the court of appeal to the supreme court?

Mr. MacDonald: Mr. Chairman, frankly I am not sure of the answer to 
at question. It depends on the terms of section 41 of the Supreme Court Act, 

a, reading those terms I don’t think they point to an absolutely clear con- 
elusion.

Senator Crerar: The thought in my mind is this—the decision of the appeal 
°Urt should be final.

The Chairman: Why?
•j. Senator Crerar: Because the aim is, as I understand it, and if I understand 

correctly, to see that justice is done. I think an individual judge may err or 
oth 6 3 m*stake. However if an appeal lies to the court of appeal and there are 
h judges, then I think that could be accepted as a situation where justice 
that 6en done- It occurs to me, and again I may be wholly wrong and ignorant, 
the 3n aPPeaI to the supreme court from that might clutter up the work of 

supreme court.
resDSenator Roebuck: That could be said with every case. It could be said in 
ni0r . °t every case that comes before the supreme court and this is perhaps 

6 lmPortant than any private litigation.
The Chairman : It would be because the man is in jail. 

subje’T13*01' R°ebuck- It is the right of the subject and the protection of the 
can be *S Inv°Ived- I think a judgment of the Supreme Court of Canada 

highly beneficial after we have made such amendments as we see fit. 
e Chairman : Is the motion for adjournment accepted—is it carried?

^°n- Senators: Carried.
enator Roebuck: At the call of the Chair. Don’t make it tomorrow, 
he committee adjourned.
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ORDER OF REFERENCE

20, igg4.aC* *rom the Minutes of the Proceedings of the Senate, Monday, July

Ototion^fU3nt to the Order of the Day, the Senate resumed the debate on the 
Baird f Honourable Senator Lang, seconded by the Honourable Senator 
Crimi'r, ?r ®econd reading of the Bill C-35, intituled: “An Act to amend the 

al Code. (Habeas Corpus)”.
^Her debate, and—

e question being put on the motion, it was— 
resolved in the affirmative.
The Bill was then read the second time.

Senatol0 1?onourable Senator Leonard moved, seconded by the Honourable 
Bankir, °°buck, that the Bill be referred to the Standing Committee on 

and Commerce.
rpT-

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

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Tuesday, March 23, 1965.

ing fTUant to adjournment and notice the Standing Committee on Bank- 
Commerce met this day at 8.30 p.m.

bien^fR86711- Honourable Senators Hayden (Chairman), Aseltine, Beau- 
(Otta edf°rd), Beaubien (Provencher), Blois, Burchill, Choquette, Connolly 
HugeWU ^est^’ Cook, Croll, Davies, Dessureault, Fergusson, Gershaw, Gouin, 
1V[ct pSSen’ Isnor, Kinley, Lambert, Lang, Leonard, Macdonald (Brantford), 
anH ur11’ Pearson, Pouliot, Reid, Roebuck, Thorvaldson, Walker, White, Willis 

u woodrow. 32.

Counsejatten^ance; ■Mr' E- Russell Hopkins, Law Clerk and Parliamentary 

ther^n^ An Act to amend the Criminal Code (Habeas Corpus), was fur-
considered.

T110MinisW °,llowing witness was heard: Mr. T. D. MacDonald, Assistant Deputy 
r of Justice.

the Bih m°*'10ri of the Honourable Senator Croll it was Resolved to report 
whh the following amendment:

Strike out clause 1 and substitute therefor the following: 
and tv, Subsection (2) of section 691 of the Criminal Code is repealed 

he following subsections substituted therefor: 
of P 2 ExcePt as hereinafter in this section provided, the provisions 

ar* XVIII apply, mutatis mutandis, to appeals under this section, 
durn' ^here an application for a writ of habeas corpus ad subjicien- 
ap ls refused by a judge of a court having jurisdiction therein, no 
same1Catl0n may again be made on the same grounds whether to the 
an a °r t0 another court or judge, unless fresh evidence is adduced, but 
°n su^h^ fr°m such refusal shall lie to the Court of Appeal, and where 
the aPPeal the application is refused a further appeal shall lie to

(4?rew6 C°Urt °f Canada-
by an • '^“ere a writ °f habeas corpus ad subjiciendum is granted 
inclut '1UdgG no aPPeal therefrom shall lie at the instance of any party 
tornn,11^ the Attorney General of the province concerned or the At-

(5IGeneral °f Canada-
COrPus 7here a iud§ment is issued on the return of a writ of habeas 
Peal ®ubjicien.dum, an appeal therefrom lies to the Court of Ap- 
Court of pr°m a iudSment of the Court of Appeal to the Supreme 
aPplicant anada’ with the leave of that court, at the instance of the 
Attorney n* Attorney General of the province concerned or the 

(g\ . eneral of Canada, but not at the instance of any other party, 
to which th appea' *n habeas corpus matters shall be heard by the court 
the Dre«f> -,e aPpeai is directed at an early date, whether in or out of

r escribed sessions of the court.’ ”/It IQ• qq
Attest- ^ m the Committee adjourned to the call of the Chairman.
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F. A. Jackson,
Clerk of the Committee.



REPORT OF THE COMMITTEE

Tuesday, March 23, 1965.
The Standing Committee on Banking and Commerce to which was re

ferred the Bill C-35, intituled: “An Act to amend the Criminal Code (Habeas 
Corpus)”, has in obedience to the Order of reference of July 20th, 1964, 
examined the said Bill and now reports the same with the following amend
ment:

Strike out clause 1 and substitute therefor the following:
“1. Subsection (2) of section 691 of the Criminal Code is repealed 

and the following subsections substituted therefor:
‘(2) Except as hereinafter in this section provided, the provisions 

of Part XVIII apply, mutatis mutandis, to appeals under this section.
(3) Where an application for a writ of habeas corpus ad sub- 

jiciendum is refused by a judge of a court having jurisdiction therein, 
no application may again be made on the same grounds whether to the 
same or to another court or judge, unless fresh evidence is adduced, 
but an appeal from such refusal shall lie to the Court of Appeal, and 
where on such appeal the application is refused a further appeal shall 
lie to the Supreme Court of Canada.

(4) Where a writ of habeas corpus ad subjiciendum is granted by 
any judge no appeal therefrom shall lie at the instance of any party 
including the Attorney General of the province concerned or the At' 
torney General of Canada.

(5) Where a judgment is issued on the return of a write of 
habeas corpus ad subjiciendum, an appeal therefrom lies to the Court of 
Appeal, and from a judgment of the Court of Appeal to the Supreme 
Court of Canada, with the leave of that court, at the instance of the 
applicant or the Attorney General of the province concerned or the 
Attorney General of Canada, but not at the instance of any other party-

(6) An appeal in habeas corpus matters shall be heard by the 
court to which the appeal is directed at an early date, whether in or out 
of the prescribed sessions of the court.’ ”

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

Chairman.
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the senate

the standing committee on banking and commerce
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The bill itself is very short. It gives an appeal under all circumstances, an 
appeal which lies to the court of appeal from a decision granting or refusing 
the relief sought in proceedings by way of mandamus, certiorari, prohibition 
or habeas corpus. That is to say there is a right of appeal given in that bill to 
an application for writ of habeas corpus as well as the judgment which may 
be given after the return of the writ.

I pointed out in the Senate, and I am going to read just a short paragraph 
from what I said:

This bill as it now reads would confer a right of appeal in applica
tions for writs of habeas corpus upon the Crown, represented as he may 
be by the Attorney-General or one of his representatives, upon any one 
detaining or having custody of another person, as well as upon the 
applicant for the writ. In my opinion, if any judge is convinced that 
someone in detention should be brought before the court in order that 
his jailer, custodian or captor be required to justify his actions, that, 
in my opinion, should be final.

The possible victim should be produced forthwith and immediately, 
or at such time as the court may direct or order. There should be no 
right of appeal to prevent or delay prompt inquiry into the legality of 
his detention. There is no virtue in appeals against the issue of the 
writ. Immediately and forthwith, let those in authority state their right, 
if right does exist, by which they abridge the liberty of the subject.

I think I have the agreement of everybody here on that point. Once a 
judge rules that a man should be brought before the court to determine whether 
he is properly detained, then those who are detaining him should turn up and 
say why, and if they have not the right to detain him then the man should be 
freed. Reading again:

It is quite another matter when the writ is refused to an applicant 
who claims to be the victim of illegal detention,—

There should surely be appeal available to an applicant to whom the 
writ is refused, but to no one other than the applicant; certainly not to 
those called before the court to account for some arbitrary detention of 
another person. I think we should always have had that appeal, and 
we should certainly have it now, since shopping from court to court has 
been abolished, I think, by the obiter statement of Chief Justice McRuer.

The judgment on the return of the writ is, again, quite a different 
matter.

I can think of circumstances in which the freeing of someone in 
custody might be attended by serious consequences.

In order to carry that out I have an amendment to propose to the bill as 
it is now before us, but in passing may I just say that this is not a new proposal 
to some of us sitting around this table. Honourable senators will remember 
that in 1951-52 the Criminal Code was revised, and it came to us for our 
endorsation. A special committee was appointed, and we gave the matter 
study for two sessions. In the proposal that came to us from the House of 
Commons was a suggestion quite similar to the one in this bill; that is to say, 
that the Crown or anybody affected by a writ should have an appeal. The chair
man and I conferred upon it at that time, and we struck that out because at 
that time shopping from judge to judge was a well-known established practice. 
Since then, as the chairman has just told us, Chief Justice McRuer has ruled— 
in an obiter statement, it is true, but nevertheless he did rule—that it was 
not proper to shop from judge to judge, and from court to court.
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We are now in a different position. We do need an appeal now, but we 
do not need an appeal against the issue of the writ. So, honourable senators, 
I am moving the following amendment to Bill C35:

Strike out clause 1 and substitute therefor the following:
“1. Subsection (2) of Section 691 of the Criminal Code is repealed 

and the following subsections substituted therefor:
‘(2) Except as hereinafter in this section provided, the provisions 

of part XVIII apply, mutatis mutandis, to appeals under this section.

There is nothing new in that.
(3) Where an application for a writ of habeas corpus ad subjiciendum 

is refused by a judge of a court having jurisdiction therein, no applica
tion may again be made on the same grounds whether to the same or 
to another court or judge, unless fresh evidence is adduced, but an 
appeal from such refusal shall lie to the Court of Appeal, and where 
on such appeal the application is refused a further appeal shall lie to 
the Supreme Court of Canada.

I wish to add there the words “with leave”.
The Chairman: Wait a minute. You mean, on the original application for 

the writ.
Senator Roebuck: “Supreme Court of Canada”.
The Chairman: In relation to the original application for the writ, as 

distinct from the decision on the merits?
Senator Roebuck: It is on the merits chiefly that I would like to proceed.
The Chairman: This paragraph (3) deals with appeals from a decision 

where the writ will issue in the first instance.
Senator Leonard: I think you ought to leave that alone.
Senator Roebuck: Very well. There you have abolished in the law the 

shopping from judge to judge. I think we are all agreed on that. Then we give 
an appeal, against a refusal of the writ, to the applicant and to the applicant 
only:

(4) Where a writ of habeas corpus ad subjiciendum is granted by 
any judge no appeal therefrom shall lie at the instance of any party 
including the Crown.

(5) Where a judgment is issued on the return of a writ of habeas 
corpus ad subjiciendum, an appeal therefrom lies to the Court of Appeal, 
and from a judgment of the Court of Appeal to the Supreme Court of 
Canada, at the instance of the applicant but not at the instance of any 
other party with the exception of the Crown.

The Chairman: This is where you wish to add those words “with leave”.
Senator Roebuck: This is where I want to add the words “with leave”. 

That is a suggestion made by Mr. MacDonald, the Assistant Deputy Minister 
of Justice, in a conversation with me only this afternoon. He thought it would 
be better to make the application “by leave,” rather than as a right.

The Chairman: Where would you insert the words “with leave” in para
graph (5) ?

Senator Roebuck: In the fourth line, after the words “Court of Appeal”, 
so that it would read:

Court of Appeal, with leave, to the Supreme Court of Canada.
Really, the difference is not great.

The Chairman : I think it would come in after the words “of the Supreme 
Court of Canada”—“with leave of that court”.
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Senator Roebuck: That is more explicit. I am satisfied with that.
It comes at the instance of the applicant but not at the instance of any 

other party, with the exception of the Crown.
There were quite a number of us who were at one time, if not now, 

opposed to any appeal by the Crown—and this is a compromise. It does not 
allow the person to whom the writ was directed—the Superintendent of 
Prisons, for instance, or some person who is detaining another without right— 
to delay matters by an appeal. Yet he is not entirely shut off; he may go to 
the Attorney General and he may have an appeal. In that case, of course, with 
the Attorney General involved and in command, probably a leading counsel 
would be engaged and you would not have any finagling. There would be no 
danger and the matter could proceed rapidly. But it would cut out all frivolous 
or spiteful appeals, or attempts merely to delay the course of justice—by 
giving the appeal to the Crown and to no one else.

The Chairman: Now, your paragraph (6) is important.
Senator Hugessen: Before you leave paragraph (5) is there not some 

double phrasing there? Why do you not say “at the instance of the Crown 
but not at the instance of any other party”?

Senator Roebuck: Because we are making such a distinction there, 
between the Crown and other parties. The Crown represents a party, the 
Superintendent of Prisons may be a party, and I want it understood quite clearly 
that the Superintendent has no right of appeal without the concurrence of the 
Attorney General.

Senator Hugessen: I do not like the double negative in this phrase. Would 
you say: “At the instance of the applicant or of the Crown, but not at the 
instance of any other party”?

The Chairman: That would be a happier phrasing.
Senator Roebuck: Very well. I would agree to that. That is only a change 

in the phrasing.
The Chairman: “At the instance of the applicant or of the Crown”.
Senator Roebuck: “But not at the instance of any other party”. I want 

it distinctly understood that Tom, Dick or Harry is not in a position to levy 
these proceedings.

Senator Hugessen: That is all right.
Senator Roebuck: The next paragraph is:

(6) An appeal in habeas corpus matters shall be heard by the 
court to which the appeal is directed at an early date, whether in or 
out of the prescribed sessions of the court.

I picked that phrase out of the Supreme Court Act. It is in the Supreme 
Court Act, which is a very well considered act and long established. You 
will find a clause there that where the liberty of the subject is involved, 
holiday seasons do not count. The court shall sit, irrespective of whether it 
is in the holiday season or outside it.

Honourable senators, that is my motion. I could speak for a long time but 
I do not think it is necessary. Besides that, we have had so many conferences 
here and so many honourable senators around this table have concurred in 
my proposal, that I think I will leave it at that.

The Chairman: Mr. MacDonald the Assistant Deputy Minister is here, 
and I think we should hear from him. Do you want to say something, Senator, 
before he speaks?

Senator Macdonald (Cape Breton): Mr. Chairman, since I had something 
o say about this in the Senate at the time, I want to say now that I would go 

a ong with the amendment and favour it, while at the same time saying I am
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not wholly convinced that the Crown should have an appeal in any case. I 
have been impressed by the argument put forward by Senator Roebuck to
night, and by other conversations with him, so I do think this is a reasonable 
compromise between those who feel there should be no appeal and those who 
feel otherwise.

The Chairman: It is a compromise as far as I am concerned, senator, 
because I was basically opposed to giving the Crown any right of appeal.

Senator Macdonald (Cape Breton): So was I.
Senator Choquette: I would like the sponsor of the amendment to tell 

me where subjiciendum comes from, because we have subjudicie and we might 
also have subjudiciendum. Where does “subjiciendum” come from?

Senator Roebuck: It is not French, it is Latin. While I cannot give you a 
derivation of the word at all, it is a thoroughly established, very old ter
minology, and it is used in the Supreme Court of Canada.

The Chairman: Yes, it is in the Supreme Court of Canada Act.
Senator Roebuck: In ancient law there was no appeal.
The Chairman: Senator, could I say something on the question of where 

that word subjiciendum comes from? In the Administration of Justice Act, 
1960, in England, is a definition, at page 1081 of the volume I have before 
me. Section 17, subsection 2 says:

In this act “application for habeas corpus means an application 
for a writ of habeas corpus ad subjiciendum. . . .”

Senator Roebuck: I was going to point that out.
The Chairman: And also in the Supreme Court Act, section 57.
Senator Roebuck: There are no fewer than five ancient writs of habeas 

corpus. There was a writ which brought a prisoner from the jail to give 
testimony; or to be charged anew there was a writ very much like our sub
poena. There were two or three others—five in all.

The only way to be sure that you are attacking the right writ beyond all 
question is to give it its full right, as is done here in this case of the House of 
Lords, Secretary of State for Home Affairs v. O’Brien, and in which Lord 
Birkenhead said:

We are dealing with a writ antecedent to statute, and throwing its 
root deep into the genius of our common law. The writ with which we 
are concerned today was more fully known as habeas corpus ad sub
jiciendum.

Then he goes on to say:
In the course of time certain rules and principles have been evolved; 

and many of these have been declared so frequently and by such high 
authority as to become elementary. Perhaps the most important for our 
present purpose is that which lays it down that if the writ is once 
directed to issue and discharge is ordered by a competent Court, no 
appeal lies to any superior Court.

I was very much impressed with that statement. However, as I said in my 
address of July last to the Senate, I could imagine circumstances where the 
release of an individual by act of a single judge might be followed by very 
undesirable circumstances, and it is for that reason I now include in this 
amendment an appeal to the Crown, but to nobody else, which, as I have 
said, is a compromise.

The Chairman: Are you ready to hear Mr. MacDonald?
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Senator Walker: What about the wording of this amendment? I have had 
a great deal of experience with your technique in these matters, Mr. MacDonald, 
and I should like to hear from you.

Mr. MacDonald: Are you referring to the wording of the original bill, 
Senator Walker?

Senator Walker: No, I am referring to Senator Roebuck’s amendment.
Mr. MacDonald: Could I come to that later?
Senator Walker: Yes, of course.
Senator Pouliot: Who is the gentleman who just spoke?
The Chairman: This is Mr. T. D. MacDonald. He is an Assistant Deputy 

Minister of Justice. We have had him before us many times in the past.
Senator Pouliot: Mr. MacDonald?
Senator Walker: Yes; not Mr. Favreau.
Senator Pouliot: And not Mr. Driedger.
Senator Roebuck: The Assistant Deputy Minister, for whom we all have 

the highest respect.

Mr. T. D. MacDonald, Assistant Deputy Minister of Justice: Mr. Chairman, I do 
not know just where to begin, and I will try to be very brief. This is a private 
members’ bill, of course, and I am here to be of whatever assistance I can to 
the committee. I think, in view of the general terms of reference that you 
gave me, Mr. Chairman, in asking me to comment, that perhaps I should direct 
myself first to the original bill and deal with three points which have arisen in 
connection with it.

I would like to say that my views on this matter are already well known 
to Senator Roebuck. We have discussed them at some length.

As to the use of the words “ad subjiciendum” I think that is completely 
correct. I think that is the writ of habeas corpus that is envisaged. At the same 
time I think I should say that the other writs that might be brought into the 
fold by the use of the mere expression “habeas corpus” do not today seem to be 
of such relevance that in practice any case would likely be swept into the 
ambit of the section that was not intended. For example, the Criminal Code it
self employs simply the expression “habeas corpus”. It is equally true that the 
Supreme Court Act uses the words “habeas corpus ad subjiciendum” and so 
does the Administration of Justice Act of the United Kingdom. On the other 
hand, until some time ago, the Nova Scotia act used only the expression 
“habeas corpus”, and that was also true in the case of at least one other prov
ince. So while the expression “habeas corpus ad subjudiciendum”—

Senator Choquette: You say it like I do, “subjudiciendum”. I would like to 
know what is the abbreviation. You are still pronouncing it “habeas corpus ad 
subjudiciendum” and that is the way I say it. I am embarrassed with ipy 
old Latin.

The Chairman: It is “subjudiciendum”.
Mr. MacDonald: “Subjiciendum”. My whole point on that is that while 

the correct expression, I believe, is habeas corpus ad subjiciendum, it does not 
appear to me that the use of the simple expression “habeas corpus” at this 
particular time brings into the ambit of the section anything that was not 
intended to be included.

The second point I should mention is the point about giving the Crown 
an appeal against the mere issue of a writ as contrusted with the order for the 
discharge of the prisoner. I am not sure the bill in its present form does give
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the Crown such right of appeal, because the section in which the words 
“habeas corpus” have been inserted now reads:

An appeal lies to the court of appeal from a decision granting or 
refusing the relief sought, in proceedings

—and I will abbreviate it—
by way of ... habeas corpus.

It scarcely seems to me the mere issue of the writ, a procedural step, is 
the granting of the relief sought, because the relief sought is the release of the 
prisoner.

The Chairman: Is that right? In the first instance, I thought the relief 
sought was to deliver the body before a judge.

Mr. MacDonald: Well, I suppose that this remains a matter of opinion, 
Mr. Chairman. But I should think, with all respect, that the relief sought in 
the proceedings is actually the discharge from custody of the prisoner.

The Chairman : There are two stages in the proceedings; the first is an 
order to deliver the body so that the merits of the detention may be inquired 
into, and the second stage is the hearing on the merits.

Senator Roebuck: The application for the writ does not affect the discharge 
of the prisoner, only that he be produced in court.

Mr. MacDonald: I should put myself on record by saying that to me 
the relief sought is really the discharge of the prisoner, and it is at least ques
tionable that the mere issue of a writ, directed to the jailer or the custodian to 
bring the man in custody before a judge so that the question of his detention 
may be inquired into, is in itself a granting of the relief sought, and if it is not 
a granting of the relief sought, the Crown would have no appeal under the 
present bill against the mere issue of the writ.

The third point that I should mention in connection with the present 
bill is that section 41 of the Supreme Court Act, and perhaps I might read 
it since it is quite short, says:

4L (1) Subject to subsection (3) and to section 44, an appeal lies 
to the Supreme Court with leave of that court from any final or other 
judgment of the highest court of final resort in a province, or a judge 
thereof, in which judgment can be had in the particular case sought to 
be appealed to the Supreme Court—

And subsection (3) simply says:
(3) No appeal to the Supreme Court lies under this section from 

the judgment of any court acquitting or convicting or setting aside 
or affirming a conviction or acquittal of an indictable offence or, except 
in respect of a question of law or jurisdiction, of an offence other than 
an indictable offence.

It seems to me that the result of the habeas corpus application, where 
successful, is simply to discharge the prisoner from custody, and habeas corpus 
does not in itself deal with conviction or acquittal, and does not quash a 
conviction or acquittal. It appears to me there is likely an appeal to the 
Supreme Court of Canada in these cases under section 41 of the Supreme 
Court Act. One cannot be absolutely categorical about that, but on reading the 
section that is what it would seem to indicate.

Senator Roebuck: Does not the Supreme Court Act say there should be 
n° appeal in criminal procedures?

Mr. MacDonald: Not quite. Section 40 says no appeal lies to the 
Supreme Court lies under section 36, 38 or 39 from a judgment in a criminal
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cause, or in proceedings for or upon a writ of habeas corpus arising out of a 
criminal charge, etc. But the section I am referring to is not 36, 38 or 39. It is 41.

The Chairman: If there is any likelihood of confusion or a possibility 
of an interpretation that would be against what we are seeking to accomplish, 
then we should spell it out in this amendment.

Senator Roebuck: Quite so.
Mr. MacDonald: Those are the three points which I thought it would be 

useful to the committee to mention in connection with the present bill. Now, 
as for the wording of the draft amendment, if you wish me to I will—

Senator Walker: Have you been over it?
Mr. MacDonald : Yes, I have seen it, and have looked at it quite carefully.
Senator Walker: Are you in favour of it? We know what it purports to 

do. Are you satisfied with the wording of it?
Mr. MacDonald : Could I answer you in this way, Senator Walker: I 

took the same ideas and I incorporated them in an alternative draft which 
was prepared only late today. I did not have an opportunity to hand Senator 
Roebuck a copy until I came here tonight. However, I have it here available 
for the assistance of the committee if the committee wishes to have it.

Senator Roebuck: I saw it for the first time a few minutes ago.
Mr. MacDonald: There are one or two points of detail that I would like 

to mention, irrespective of the alternative, in the draft that has been moved.
The Chairman: Would you address yourself to those?
Mr. MacDonald: Yes, Mr. Chairman. The first occurs in the first line of 

subsection (3). Perhaps I should say, in fairness to Senator Roebuck and to 
preserve my very good relations with him, that I did not have a chance to 
mention all these points to him. It refers to an application for a writ. It is 
when an application for a writ is refused that the applicant is not permitted 
to shop around. It seems to me that that should extend to more than the 
mere application for the writ being refused; that the intention is that the 
applicant cannot shop around either if the writ is refused in the first instance, 
or even if on the return of the writ he is refused discharge from custody. In 
other words, the words “application for a writ” cover only one of the situations 
envisaged.

The Chairman: On that point it would appear to me that subsection (5) 
deals with the situation on the return of the writ where a judgment is issued, 
and then it provides for an appeal therefrom.

Senator Pouliot: Now, Mr. Chairman, I have the book. I have gone to the 
Encyclopedia Britannica in which matters of habeas corpus ad subjiciendum are 
referred to, and if you will permit me I will read you a paragraph which con
cerns habeas corpus ad subjiciendum:

The habeas corpus ad subjiciendum was sometimes used in cases of 
illegal detention in private custody. In 1758 questions arose as to its 
application to persons in naval or military custody, including pressed 
men, which led to the introduction of a bill in parliament and to the 
consultation by the House of Lords of the judges. (See Wilmot’s Opinions, 
p. 77.) In the same year the writ was used to release the wife of Earl 
Ferres from his custody and maltreatment. But perhaps the most in
teresting instance of that period is the case of the negro Somerset (1771), 
who was released from a claim to hold him as a slave in England.

My point is that a writ of habeas corpus ad subjiciendum is something of 
a restrictive nature, and when I speak of habeas corpus I mean habeas corpus, 
peiiod. The “ad subjiciendum” has no reason to be there, even if it was em- 
p oyed in the case of a negro in England 200 years ago.
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I am glad that the sponsor of this bill in the House of Commons is present 
at this meeting of the committee tonight. He is the Member for Leeds, and 
is highly respected. He took it upon himself to sponsor this legislation in the 
House of Commons, and he is to be congratulated for that. But, his bill is com
plete. The only difference is that the amendment is of a restrictive nature. It 
applies only to habeas corpus ad subjiciendum, and besides that it creates two 
appeals instead of one. There is a supplementary appeal to the Supreme Court 
of Canada, and there is no shopping around. There must be new evidence laid 
in order to have an appeal. I find that the provisions of the bill are more com
plete than the amendment can be, and the amendment would tend only to 
embarrass the judges in respect to approving the release of a man on a writ of 
habeas corpus. I am strong for writs of habeas corpus, mandamus, quo warranto, 
and habeas corpus—all those writs that date back to Magna Carta. We shall 
not try to split hairs about it. We should speak of habeas corpus as habeas 
corpus itself, with no distinction at all.

This is why I am strongly opposed to the amendment—and this has no 
relation to the sponsor—and I am for the bill itself.

Senator Croll: May I just ask this question? Mr. MacDonald read the 
Supreme Court Act, which I have not seen, and that spoke of “habeas corpus”. 
Then, why do we limit our habeas corpus in this fashion? There is more than 
one habeas corpus proceeding. Why are we limiting it? Does this cover every 
conceivable habeas corpus proceeding?

Senator Walker: That is a good question, because there is habeas corpus 
ad testificandum.

The Chairman: The limitation in habeas corpus you find in the English 
statute; you also find it in the Supreme Court Act of Canada.

Senator Roebuck: And in the recent statute of 1960, the English statute, 
it says that when habeas corpus is referred to what is meant is habeas corpus 
ad subjiciendum.

The Chairman: Mr. MacDonald, the question was addressed to you and I 
should not have attempted to answer it.

Senator Leonard: Is there not habeas corpus ad testificandum, which is 
not intended to be covered by this bill? That is only bringing a witness to 
testify. This is excluding habeas corpus ad testificandum, that is why the words 
habeas corpus ad subjiciendum are used. Is that right?

Senator Roebuck: That is right.
Senator Croll: We could not get any better legal advice than we have got, 

but I would like to hear Mr. MacDonald speak for a moment.
The Chairman: I have invited Mr. MacDonald to answer your question.
Mr. MacDonald: Senator Croll, there are a number of additional writs, 

as Senator Roebuck has pointed out, and as has been pointed out otherwise. 
I think that the use of the words habeas corpus alone does sweep in these 
other writs which were not strictly intended to be swept in. However, it 
would also appear that these other writs have today largely lost their use.

There is habeas corpus ad testificandum, for example. The object of this 
writ is to enable a person who is in legal custody in prison to be brought up 
before a court for the purpose of giving evidence as a witness. I do not think 
that is employed for that purpose today. I think you will find provisions in 
relevant statutes for bringing a witness out of prison to give evidence.

Then there is habeas corpus ad deliberandum and recipias. The object of 
this writ is to enable the removal of a person from one custody to another for 
the purpose of his trial. This again is usually covered by provisions in the code 
or in the relevant act.
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Then there is a writ known as habeas corpus—recipias corpus. That has 
been used in one case, which was the only case I could find in the time at my 
disposal, indicating the use of it. I found that case, because I remembered it 
from my practice in Nova Scotia. The writ was used back in the 1930s to 
bring back for re-election to summary trial a number of persons who had 
gone for jury trial. I think that covers them.

Senator Roebuck: We certainly do not want to give appeals into all those 
matters.

The Chairman: So, in your view, it is in order and does not confuse, to 
give this particular description of habeas corpus that this amendment is in
tended to deal with.

Mr. MacDonald: “Ad subjiciendum”?
The Chairman: Yes?
Mr. MacDonald: No. My viewpoint is that this is strictly the correct 

wording. My only question is whether the other things that have been swept 
in, inadvertently if you like, are of great significance. I point out that the 
Criminal Code throughout merely refers to “habeas corpus”.

The Chairman: That is your answer, Senator Croll. Are there any other 
matters you want to speak on?

Mr. MacDonald: I would like to make one or two further comments, if 
I may, on the draft amendment. I am not sure that I have made my point in 
connection with subsection (3), so if you will bear with me I will make it 
again.

Subsection (3) provides, in short, that you cannot shop around where 
the application for the writ is refused. My suggestion is that the intention is 
that you cannot shop around either, where the writ is issued but the discharge 
is refused upon the return of the writ.

The Chairman: Is that not covered in paragraph 5?
Mr. MacDonald: No, with respect, Mr. Chairman, subsection (5) merely 

deals with the right of appeal, and not with the question of shopping around.
The Chairman: Then what you are saying in effect is that if on return 

of the writ, and there is a trial on the merits, and the judge rules against the 
prisoner, there is a decision of a court ruling that the prisoner is properly 
detained—in the face of that, are you suggesting there is the possibility in this 
draft that counsel for such a person at that time could go back to another 
judge and shop around at the stage of a hearing on the merits? I do not think 
it is possible under this wording.

Mr. MacDonald: I may be under a misapprehension there, Mr. Chairman, 
but I thought that that was the very issue, because it is my impression that 
shopping around is not restricted merely to the case where you do not get the 
writ, but also applies to the case where you get the writ and have the prisoner 
up before the court, and the court hears the case on the merits and says, “We 
refuse to discharge the prisoner.”

Senator Roebuck: I do not think that was the English practice. Where a 
judgment is rendered granting a man discharge—this judgment that I have 
said—that is final, and has been for centuries in England.

Mr. MacDonald: Yes, but the “decision” in question, Senator Roebuck, 
with respect, is where this discharge is not ordered. My suggestion is that you 
apply for your writ, your writ is refused, and under subsection (3) you can
not shop around. Whatever that right was, and it is a bit uncertain at the time, 
is taken away.

Senator Roebuck: But this takes it away.
Mr. MacDonald: But if you get your writ and you get the man and his 

jai or before the court, and the court hears the case on the merits, and then
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refuses to discharge the prisoner, then my suggestion is that under subsection 
(3) you can still shop around, and that that was not the intention.

The Chairman: I do not think you can, because subsection (3) only deals 
with the procedures to the extent that a writ to deliver the body has been 
issued. Then you have a hearing on the merits.

Senator Lang: Would that not be res judicata, as a second time around?
I cannot conceive of going back on a matter adjudicated upon and finally dis
posed of.

The Chairman: What is the next point?
Mr. MacDonald: I do not want to flog the point, Mr. Chairman, but I do 

want for the purpose of assisting the committee as far as I can, to put my view 
on the record that shopping around is not restricted merely to the case where 
you do not get the writ. Shopping around also applies to the case where you 
do not get your discharge.

Senator Pouliot: You know very well there are many provisions under 
federal statute and provincial statute which deprive judges of giving the right 
of habeas corpus. It is done by legislation, and it is done during a war, and in 
many statutes.

Mr. MacDonald: I did not make any research, Senator Pouliot, in con
nection with that. I have never had occasion to review that area, so I would 
not like at the moment, without inquiring, to measure the extent to which 
habeas corpus has been restricted.

Senator Pouliot: I know that it has been, and it is in the statute books, 
and nobody complains about it.

The Chairman: What is the next point?
Senator Walker: Mr. Chairman, I think it is clear, thank you very much. 

I think subsection (3) is clear, as set out by Senator Roebuck, and I do not think 
there could be any other alternative. Unless it is refused, there would be no 
shopping around.

Mr. MacDonald: If I may address myself to Senator Walker for a minute. 
My point was that subsection (3) is the section in this bill which is intended, in 
consideration of the right of appeal which is given, to discontinue the practice 
of shopping around. My suggestion is that subsection (3) only goes half way: 
it only prevents shopping around when you are refused the writ. It does not 
prevent shopping around when you get the writ but are refused the discharge 
of the prisoner.

The Chairman: After a hearing on the merits.
Mr. MacDonald: That is correct.
The Chairman: The hearing on the merits encompasses a judgment of the 

court, and if you have that paragraph (5) gives you the right of appeal. You are 
suggesting that with a judgment of the court against me I could go to another 
judge and ask him to issue a writ releasing the prisoner. With all respect, I 
find that difficult to understand.

Senator Croll: Mr. MacDonald, you have on other occasions been over
ruled, with deference.

Mr. MacDonald: Many times.
Senator Croll: Not too many times.
The Chairman: Can we move on to the next point? I think we have clearly 

what your point is.
Mr. MacDonald: If I may add, Senator Croll, never more pleasantly! 

My second point relates to words that I feel a bit guilty about, because I believe 
in a previous discussion I rather led Senator Roebuck into a trap—the words 
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in subsection (3) “unless fresh evidence is adduced”—as the result of my reading 
to Senator Roebuck an excerpt from Halsbury. But on reconsideration of that 
matter this afternoon, Senator Roebuck, it occurs to me that on habeas corpus 
the court does not look at the evidence ordinarily, and that by putting the 
words in there, an unintended inference is placed that the court is to look at 
the evidence. The wording would be better if it were restricted to the previous 
words, “on the same grounds”.

The Chairman: I think that would not take any of the strength out of this.
Senator Roebuck: I think I could agree with that. Didn’t we get those 

words from the new English act of 1960 and not Halsbury ?
Mr. MacDonald: What I gave you, Senator Roebuck, was a paraphrase in 

Halsbury of the English act. It was the paraphrase I gave you.
Senator Roebuck: I thought it was taken from the English act, but I am 

not arguing about it.
Senator Leonard: Mr. Chairman, may I ask Mr. MacDonald a question? 

Mr. MacDonald, as I read your amendment, it gives the Crown a right of appeal 
on the original application on a writ of habeas corpus, if the writ is granted.
I think that is something on which the committee felt there should not be any 
right of appeal, and I do not think there is any right of appeal added by 
Senator Roebuck’s amendment.

Mr. MacDonald: When you speak about my amendment—
Senator Leonard: The one you have given us tonight.
Senator Croll: There is one you drew up, and it was passed to me. It was 

the tentative one.
Mr. MacDonald: Is this it?
Senator Leonard: That is it.
Mr. MacDonald: It is the draft amendment.
The Chairman: Wait a minute. We are going to get a horrible record when 

you are talking about this “draft amendment”. We have before us officially, 
and in the record, an amendment proposed by Senator Roebuck. We haven’t 
any other, and when we get reading this record afterwards with this talk about 
“this amendment” what are we talking about?

Senator Pouliot: I have a copy of the Encyclopaedia Britannica and it is 
the same spelling. I want you to look at that so that we will not make any 
mistake.

The Chairman: There is an “ii” instead of “ji”. They write it both ways 
in Latin.

Senator Pouliot: I trust the Encyclopaedia Britannica.
The Chairman: Let us come back to the legal procedure here. In con

nection with the point Mr. MacDonald has raised about the adoption of the 
words “unless fresh evidence is adduced”, it may well be that the section in 
paragraph 3 would get along without those words, but Senator Roebuck has 
good precedent for including them, because the English Administration of 
Justice Act in 1960, in dealing with this and in limiting the appeal, uses the 
language “unless fresh evidence is adduced in support of the application” so 

at the applicant is not going back a second time on the same evidence.
Senator Croll: Mr. MacDonald being aware of that, as I am sure he is, 

as some objection to it and he raises it by saying that the judge may feel 
e must look at the evidence. That is the point he made. But the British have 

lived with that for some time, have they not?
Mr. MacDonald: I do not know enough about the English practice and 

ow l may have been extended lately on habeas corpus to say that the 
importing of those words into our act would have no unintended effect.
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Senator Croll: Is it not a fair gamble to take where we are breaking some 
new ground?

The Chairman : Reading the whole section as it refers to this language 
which Senator Roebuck has incorporated in the new act, section 14 of the 
Administration of Justice Act 1960, subsection (2) says:

No such application shall again be made by or in respect of that 
person on the same grounds,—

This is the exact language we have in paragraph 3—
—whether to the same court or judge or to any other court or judge, 
unless fresh evidence is adduced in support of the application;—

So that what we are adopting here, or adapting, whichever way you want to 
say it, is the language of the English statute in exactly the same kind of situa
tion we are trying to cover here. I would think we have a fairly good precedent.

Senator Roebuck: I thought so when I put it in.
Senator Hugessen: Mr. Chairman, the whole thing starts with the refusal 

of a judge of an application. He must have some ground for the refusal. I think 
the words “unless fresh evidence is adduced” are appropriate if the applicant 
comes again, because there must be new evidence.

Senator Lang: One does not adduce evidence on an application.
Mr. MacDonald: Again I do not want to labour this point, but I do want 

to make it clear that in Canadian practice, generally speaking, on a habeas 
corpus application the court does not retry the case and does not rehear the 
evidence.

Senator Hugessen: Then on what ground does a judge refuse to hear the 
application?

Mr. MacDonald: I would say chiefly on questions of law, Senator Hugessen. 
I am sure the habeas corpus is not used as a means of retrying the case on the 
evidence, and that is why I am afraid of this.

The Chairman: Is it retrying it on the evidence, or do you have another 
application made? And if that application discloses the same grounds to sup
port the issue of the writ then it will not be granted, but if that application 
discloses fresh evidence, or, in other words, it is not on the same grounds, then 
the judge will entertain the application although he may still refuse it.

Senator Roebuck: As I know the practice, when you make an application 
you support it by affidavit evidence and an argument as well, and the judge 
makes his decision as to whether he will issue the writ. Although the evidence 
before him is affidavit evidence it is still evidence adduced; “evidence adduced” 
is not limited to a man standing in the box.

The Chairman: No, the producing of affidavits is adducing evidence.
Senator Croll: Mr. Chairman, we have had a full discussion of this—
The Chairman: Just one moment, Senator Croll, it may be that Mr. 

MacDonald has another point to make.
Mr. MacDonald: I have several.
The Chairman: Will you proceed?
Mr. MacDonald: The next point, Mr. Chairman, still touches on subsection 

(3). I draw the committee’s attention to the fact that subsection (3), as does 
subsection (5), gives an express right of appeal in habeas corpus. Section 
69l(i) of the Criminal Code reads:

An appeal lies to the court of appeal from a decision granting or 
refusing the relief sought in proceedings by way of mandamus, certiorari 
or prohibition.
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Appeals lie in those matters under the Supreme Court Act. The question I raise 
is whether the express giving up of an appeal in this section in respect of 
habeas corpus raises an inference against the appeal in other cases.

Senator Roebuck: Is the express appeal stated in the Supreme Court Act?
Mr. MacDonald: It is not express. Mandamus, certiorari and prohibition 

are not expressly mentioned in section 41 of the Supreme Court Act. The 
appeal exists merely under the general words of section 41.

Senator Leonard: I think the real purpose of subsection (3) is to give the 
right of appeal only in the case of the refusal, and that is why it is spelled 
out specifically.

The Chairman: That is right.
Senator Leonard: And that is why it should be spelled out specifically.
Senator Walker: And it does not deal with the judgment at all.
The Chairman: No, the judgment comes in the next one.
Senator Walker: I think the section is clear.
The Chairman: Is there another point, Mr. MacDonald?
Mr. MacDonald: Yes, I have two of them.
The Chairman: Let us have them.
Mr. MacDonald: They relate to subsections (4) and (5).
The Chairman: What is your point?
Mr. MacDonald: The point in connection with subsection (4) is that it 

appears to me it may cut across the actual practice in habeas corpus, because 
frequently today, I believe, you do not employ two steps. You do not go to 
the court and get the writ, and then have the writ returned with the prisoner 
before the court, and then argue the question of the validity of his custody. The 
whole thing is argued upon the application. In the light of that parctice I am 
not sure what is the effect of talking about the granting of the writ in sub
section (4).

The Chairman: Well, until the writ has been granted under what authority 
will the jailor deliver a prisoner and bring him before a judge?

Mr. MacDonald: He is not delivered, Mr. Chairman. It is argued in his 
absence.

Senator Roebuck: It is only by order of the court, according to the 
Supreme Court Act, that the argument may take place in the absence of the 
prisoner.

The Chairman: I am talking about proceedings in the first stage where 
you apply for a writ. The prisoner is not there at that stage. If the judge 
refuses the writ the prisoner is not delivered before the judge for hearing on 
the merits. What is your next point, Mr. MacDonald?

Mr. MacDonald: The next point is with respect to subsection (5) where it 
provides that the appeal lies at the instance of the applicant or the Crown, 
but not at the instance of any other party. My point there is this, that I do not 
know of any place in the Criminal Code where the words “the Crown” are 
used. I am not sure exactly what purport it would have there. I am not sure 
that in practice every case of habeas corpus, where you would want to give an 
appeal, is invariably in the name of the Crown. A writ of habeas corpus 
will ordinarily be directed to the custodian.

Jhe Chairman: How do you get into a jail without some involvement of 
e Attorney General, either directly or indirectly, either the Attorney General 

or some person appearing on his behalf, which is called the Crown?
Mr. MacDonald: Ordinarily, you do not.
The Chairman: You do not?
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Mr. MacDonald: But I think it is significant that in subsection (1) of the 
section, it does not deal in terms of the parties as presently worded. It simply 
says an appeal lies to the Court of Appeal, leaving the parties to be determined 
in the ordinary way.

The Chairman : Would it make any difference to you if, instead of saying 
“Crown” you said “the Attorney General of the Province”?

Senator Walker: What term is used? You say the term “Crown” is not 
used. What then has been used to indicate the same thing?

Mr. MacDonald: Such an expression, Senator Walker, as “a person con
victed on indictment” on the one hand, or “the Attorney General of the 
Province or the Attorney General of Canada” on the other hand.

Senator Walker: Would you prefer the insertion of the words “Attorney 
General of the Province”?

Senator Croll: You are leaving out the words “Attorney General of 
Canada”.

Senator Roebuck: I represented the Crown for a good many years as 
Attorney General and that was the phrase we used all the time, rightly or 
wrongly.

The Chairman: The description of the position, or the authority, is, of 
course, “the Attorney General in the right of the province or in the right of 
Canada”. Is that the language that you would prefer?

Mr. MacDonald: Well, my preference, as far as language is concerned, 
would be the language which is used now in subsection (1). With respect, 
I do not see the danger of this appeal being asserted, if there is such a case, 
by somebody who does not answer the description of the Crown.

The Chairman: That was not my question, Mr. MacDonald. You are 
addressing yourself to the use of the word “Crown” in subparagraph (5) and 
you thought that “Crown” was a language not legally descriptive of who may 
be instituting an appeal. So what I did ask you was whether you would 
prefer, in place of the word Crown: “at the instance of the Attorney General 
in the right of the province or at the instance of the Attorney General in the 
right of Canada”. I gathered that your criticism was of the word “Crown” in 
subparagraph (5).

Senator Connolly (Ottawa West): What words are used in the appeal 
section of the Code?

Mr. MacDonald: It is “Attorney General,” Senator Connolly.
Senator Connolly (Ottawa West): Without any qualification?
Mr. MacDonald: By definition, it means “the Attorney General of the 

province,” but in certain sections of the Criminal Code, a concurrent right of 
appeal is conferred on the Attorney General of Canada as well.

Senator Walker: You feel it has to be spelled out for both? I want to 
get your definition.

The Chairman: In the definition of the Criminal Code, “Attorney General” 
means the Attorney General or Solicitor General of a province, in proceedings 
in which this action is taken; and in respect of the Northwest Territories and 
Yukon Territory, it means the Attorney General of Canada. So, when you 
use the words “Attorney General,” if you use them here in place of “Crown,” 
that is what you would mean.

Senator Roebuck: I think that would be sufficient, Mr. Chairman. After 
all, it is the Attorney General of the Province who has the carriage of the 
Criminal Code and its administration.

The Chairman: So, we could put in the place of the word “Crown” the 
words “Attorney General of the Province”.
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An hon. Senator: Just “Attorney General”.
Senator Roebuck: I am satisfied.
The Chairman: Are you satisfied, Mr. MacDonald, with the substitution 

of the words “Attorney General” for the word “Crown” in (4) and (5)?
Mr. MacDonald: Well, I am not completely satisfied, Mr. Chairman, that 

this would let in all the appeals that, it will turn out, should be included.
Senator Roebuck: You want the appeal by anybody to whom the writ 

has been directed, and therefore a party to the proceedings, to have an appeal?
Mr. MacDonald : I do not want it so much, Senator Roebuck, as that I 

question what is going to be the effect of departing from the general words 
that are used in subsection (1) of the section.

The Chairman: Of course, there does not have to be uniformity as between 
subsection (1) and the subsection (2) that we are designing.

Mr. MacDonald : Let me put it this way, Mr. Chairman, that I think the 
Attorney General of a Province, or the Attorney General of Canada, would 
be an improvement on “the Crown.”

The Chairman: I would have no objection to your inserting “Attorney 
General of a Province.”

Senator Croll: But you are leaving out the Attorney General of the 
Dominion.

The Chairman: No—both the Attorney General of a Province or the 
Attorney General of Canada.

Senator Croll: All right.
Senator Roebuck: If the Attorney General of Dominion is included, I have 

no objection.
The Chairman: Then, for “Crown” we include the Attorney General of a 

Province.
Senator Walker: Or of the Dominion.
The Chairman: Or of Canada.
Senator Roebuck: Would that not give the Attorney General of Manitoba 

a right to act in the Province of Ontario?
Mr. MacDonald: Well, I think it should be the Attorney General of the 

Province.
Senator Roebuck: The province, and the province in which proceedings 

have taken place.
The Chairman: I think it should be the Attorney General of the province 

concerned, or the Attorney General of Canada.
Mr. Hopkins: Yes, I would agree with that.
The Chairman: Shall we put that amendment in paragraphs 4 and 5, 

replacing the word “Crown”?
Senator Walker: Yes.
Senator Macdonald (Brantford): Mr. Chairman, it is obvious that I 

have had no practice in connection with habeas corpus applications, but I want 
to ask a question with regard to clause 3. If I apply for a writ of habeas 
corpus and present evidence, and the application is refused, what do I get? 
Do I get a judgment refusing the application?

The Chairman: There is an order refusing the application.
Senator Macdonàld (Brantford) : What do I get different from what I 

would receive under (5)?
The Chairman: Under (5) is a judgment of the court on the merits.
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Senator Macdonald (Brantford): Well, the other is a judgment on an 
application after hearing evidence.

The Chairman: No. The first application is to have the prisoner before the 
court, and there is an order for that granting a writ or refusing the writ.

Senator Macdonald (Brantford) : All right. Then why do I have more 
right to appeal from a order than I have to appeal from a judgment?

The Chairman: You have not, you have the same right.
Senator Macdonald (Brantford) : No, under (5) you say I have not a right 

to shop around, because I have a judgment, but under (3) I have a right to 
shop around.

The Chairman: No, you have no right to shop around under (3). That 
right is taken away.

Senator Macdonald (Brantford) : Why did I not have an equal right under 
(3) under an order as I would have on a judgment?

The Chairman: Well, under (3) if the judge issues an order directing the 
writ of habeas corpus to issue, I have the order and the prisoner is delivered 
at the appointed date of hearing, and the hearing takes place on the merits. If 
the judge refuses the order the prisoner and his counsel on his behalf have a 
right to appeal that.

Senator Macdonald (Brantford): No, he had a right to shop around.
The Chairman: No, he has a right to appeal, or if he has fresh evidence 

he can make another application.
Senator Macdonald (Brantford) : No, but under an order of the court, 

according to this bill, a right is taken away from me to shop around, but under 
judgment the right is not taken away from me to shop around.

The Chairman: There is no right under a judgment to shop around.
Senator Roebuck: There never was.
Senator Macdonald (Brantford): Well, I cannot see why there would not 

be an equal right, apart from this bill, to shop around in the case of an order. 
I may be wrong; I do not know.

The Chairman: Under this amendment there is no right to shop around, 
either at the stage of the issue of the writ or at the stage of judgment.

Senator Macdonald (Brantford): It does not say that.
The Chairman: It certainly does.
Senator Macdonald (Brantford): It does not say that. However, I am 

asking for information. I am not convinced.
Senator Croll: I will move the amendments as amended.
Senator Leonard: These are Senator Roebuck’s amendments?
The Chairman: Yes, with the changes.
Hon. Senators: Carried.
The Chairman: Shall I report the bill, as amended?
Hon. Senators: Carried.
The committee adjourned.
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ORDER OF REFERENCE
“A message was brought from the House of Commons by their Clerk with a 

Bill C-90, intituled: “An Act to amend the National Defence Act”, to which they 
desire the concurrence of the Senate.

The Bill was read the first time.
With leave of the Senate,
The Honourable Senator Connolly, P.C., moved, seconded by the Honourable 

Senator Hugessen, that the Bill be read the second time now.
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 Connolly, P.C., moved, seconded by the Honourable 

Senator Hugessen, 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.”

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Thursday, July 16, 1964.

Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 11.00 a.m.

Present: The Honourable Senators: Hayden (Chairman), Aseltine, 
Beaubien (Bedford), Beaubien (Provencher), Bouffard, Burchill, Brooks, Cook, 
Connolly (Ottawa West), Crerar, Fergusson, Gouin, Hugessen, Irvine, Isnor, 
Kinley, Lang, Leonard, McCutcheon, Molson, Paterson, Pearson, Pouliot, Power, 
Smith (Kamloops), Thorvaldson, Willis and Woodrow.— (28).

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

On Motion of the Honourable Senator Leonard it was Resolved to report 
recommending that authority be granted for the printing of 800 copies in English 
and 300 copies in French of the proceedings of the Committee on Bill C-90.

Bill C-90, “An Act to amend the National Defence Act”, was read and 
considered.

The following witness was heard:

The Honourable Lucien Cardin, Associate Minister of National Defence.

On Motion of the Honourable Senator McCutcheon it was Resolved to report 
the Bill without amendment.

At 11.30 a.m. the Committee concluded its deliberation of Bill C-90.

Attest:

F. A. Jackson,
Clerk of the Committee.



REPORT OF THE COMMITTEE

Thursday, July 16, 1964.

The Standing Committee on Banking and Commerce to whom was referred 
the Bill C-90, intituled: “An Act to amend the National Defence Act”, have in 
obedience to the order of refernce of July 15, 1964, examined the said Bill and 
now report the same without any amendment.

All which is respectfully submitted.

SALTER A. HAYDEN, 
Chairman.

6



THE SENATE
THE STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE
Ottawa, Thursday, July 16, 1964.

The Standing Committee on Banking and Commerce, to which was referred 
Bill C-90, to amend the National Defence Act, met this day at 11.00 a.m.

Senator Salter A. Hayden (Chairman) in the Chair.
The Chairman: We are proceeding now to consider Bill C-90. Is it the wish 

of the committee that we should have the proceedings reported?
Senator Leonard: Yes.

The committee agreed that a verbatim report be made of the com
mittee’s proceedings on the bill.

The committee agreed to report, recommending that authority be 
granted for the printing of 800 copies in English and 300 copies in French 
of the committee’s proceedings on the bill.

The Chairman: We have with us on Bill C-90 the Associate Minister of 
National Defence, Mr. Lucien Cardin, and also Brigadier-General Lawson 
who is well known to this committee. We will ask the minister to make an 
opening statement.

Hon. Lucien Cardin. Associate Minister of National Defence: Mr. Chairman and 
senators, this is the first time I have had the opportunity and pleasure of 
appearing before a Senate committee. I am happy to be able to do so in con
nection with Bill C-90. I have with me, as the chairman pointed out, Brigadier 
Lawson and Group Captain MacLearn, who are, as you will well imagine, far 
more experienced than I in this field.

However, as members of the committee have had yesterday, I understand, 
a thorough explanation of what is proposed in the bill in the speech made by 
Senator Connolly (Ottawa West), I think it would be adequate and sufficient if 
I were just to make a very brief statement and then if there are questions to be 
asked I shall do my best to answer them.

The bill we have before us today is designed, as you know, to implement 
one of the most important policy changes forecast by the White Paper on 
defence. Actually it is the first step towards integration, and the purpose of 
the bill is to make possible the integration and control of the Canadian forces 
at the top. As members of the committee will well realize the bill goes no 
further than that. It does not provide for the amalgamation of the forces them
selves, and further amendments to the National Defence Act would be required 
for that purpose.

In effect the bill removes all references to the Chairman of the Chiefs of 
Staff Committee, the Chief of Naval Staff, the Chief of the General Staff, and 
the Chief of the Air Staff, from the National Defence Act, and to substitute 
therefor one officer to be known as the Chief of the Defence Staff. The principal 
amendment is to section 19 of the act which now provides for the appointment 
of the Chairman of the Chiefs of Staff Committee and the Chiefs of Staff. It is 
Proposed that section 19 should be repealed and a new section substituted there
fore under which the Governor in Council would be empowered to appoint 
the Chief of the Defence Staff who under the direction of the minister will be 
charged with control and administration of the Canadian forces.

7
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The other amendments contained in the bill are consequential upon the 
amendment of substance, section 19, and it is proposed that the new act, if 
approved, should come into force on proclamation. This will provide the neces
sary time to amend the regulations and set up the new headquarter staff prior 
to the effective date of the amendment.

I think, Mr. Chairman, that this bill which comes out of the White Paper 
is an excellent one. It follows the recommendations in the White Paper, and 
I understand that the White Paper has been thoroughly debated both in the 
house and in your chamber. Therefore, I do not feel I should take any more of 
your time by expounding further on the particular bill; and perhaps it might 
be more useful for honourable senators to ask questions, if they have any to 
ask, and then I would be delighted to answer them if I can.

The Chairman: Any questions?
Senator Bouffard: What about the 500 men that were dismissed from the 

air force? Are the new regulations going to be applied to them?
Hon. Mr. Cardin: Yes, I understand a statement was made to the effect 

they may not be considered for the special benefits. That is not exact. These 500 
air crew would definitely come within the terms of the benefits.

Senator Bouffard: Thank you very much.
Senator Leonard: In the appropriation bill the date of May 7 is used as 

the date from which these special provisions are made for those who are com
pulsorily retired. Is that so?

Hon. Mr. Cardin: No. Those who are compulsorily retired would not be 
retired within six months. They may have been given a warning or advice 
around May 7, but the actual compulsory retirement would take place some 
time in August.

Senator Leonard : But if you were retired before May 7, then the provisions 
in the special appropriation bill do not apply? The only purpose of my question 
is to make sure that these 500 airforce men Senator Bouffard referred to come 
in under the terms of the appropriation bill by having been compulsorily retired 
after May 7.

Hon. Mr. Cardin: Yes, they were advised after May 7, and they do fall 
within the benefits.

The Chairman: Any other questions?
Senator Pearson: What effect has this unification of the three services on 

our other NATO partners?
Hon. Mr. Cardin: Nothing but a considerable amount of interest in the 

exercise we are going through. Several of our allies have been quite interested 
in the experiment that is now taking place within our armed services. I under
stand the United States and the U.K. are particularly interested in this, and 
there are some statements made by eminent officers in both these countries 
which claim this is eventually bound to happen in the armed forces of the 
different nations. However, as you can well imagine, the problem of integration 
both in the United States and the United Kingdom is infinitely more difficult 
than it is in our relatively small forces. I think everyone is looking on to see 
just how successful this integration will be in our Canadian forces, and I am 
quite optimistic, and so is Mr. Hellyer, that we can achieve this and that we 
can end up with a very effective armed force.

Senator McCutcheon: Mr. Chairman, could the minister give us an esti
mate as to the total amount of the special benefits which may be paid as a 
result of the changes that have been described to us? And, secondly, could he 
give us an estimate as to the increased annual burden on the armed forces’ 
superannuation fund as a result of these retirements?
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Hon. Mr. Cardin: I do not know whether it is possible to give any definite 
cost of these special benefits because, as you well realize, the differences in the 
ranks of the people who are going to be retired make it difficult.

Senator McCutcheon: I appreciate that, but we were given a statement 
last evening that purported to show or forecast the anticipated loss in personnel 
by compulsory retirement and attrition. For example, we are going to lose 10 
officers of the rank of lieutenant-general and major-general in the next two 
years. Some may be by normal retirement and others by compulsory retirement. 
I suggest that whoever made up the figures must have made an assessment as 
to the ranks and the numbers.

Hon. Mr. Cardin: We do not have the exact figures, senator, but I have 
been told that through normal attrition there is a loss of about 12,000 per year.

Senator Connolly (Ottawa West): That is 12,000 through?
Hon. Mr. Cardin: About 12,000 through normal attrition.
Senator Connolly (Ottawa West): Lost to the forces?
Hon. Mr. Cardin: Yes.
Senator Thorvaldson: 12,000 retirements?
Hon. Mr. Cardin: Yes.
Senator Leonard: In the normal course, apart from the savings you are 

going to effect as a result of this new movement under the bill, there would be 
approximately 12,000 retirements or losses by attrition in a year, and they 
would normally be replaced by new recruits; but when you start to lose 10,000 
over a period of two years by compulsory retirement you feel a goodly portion 
of that could be taken up through the normal retirements?

Hon. Mr. Cardin: Yes.
Senator Leonard: And you do not need to recruit as many new personnel 

as you otherwise would be doing, and that is the way you have in mind that 
the 10,000 loss in personnel will result?

Hon. Mr. Cardin: Yes. There will be the normal attrition and the com
pulsory retirement of certain people that we feel are redundant, whose jobs 
are no longer available. However, I think you will appreciate the fact we still 
have to continue our recruiting in order to have new blood.

Senator Leonard: But not to the same extent as would be the case were 
this change not envisaged by this bill.

Senator Power: Would you recruit 10,000 less in a year? The normal 
attrition is 10,000 a year. You have to fill that up by recruiting. Under these 
new circumstances will you recruit 10,000 less?

Hon. Mr. Cardin: The reduction is over a period of two years, and we 
would recruit less. Yes, it would be 10,000 less.

Senator Power: What will be the net reduction of the armed services when 
you are through with this? I am speaking of service personnel and not of 
civilian.

Hon. Mr. Cardin: 10,000 over the next two years.
Senator Power: 10,000 over the next two years?
Hon. Mr. Cardin: Yes, by some attrition and some compulsory retire

ment.
Senator Power: If it is not a state secret, what is the number of persons 

in the army now, 110,000?
Hon. Mr. Cardin: 120,000 in the three services.
Senator Power: 120,000 in the three services?
Hon. Mr. Cardin: Yes.
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Senator Power: So, roughly, at the end of two years you will have 110,000?
Hon. Mr. Cardin: Yes.
Senator Molson: Could I ask the minister a couple of questions? Are all 

these 500 in the Royal Canadian Air Force air crew?
Hon. Mr. Cardin: Yes, most of them are.
Senator Molson: All commissioned air crew?
Hon. Mr. Cardin: Yes, to the best of my knowledge, but not all pilots. 

There are some air traffic control officers and things like that.
Senator Molson: But they are on strength as air crew?
Hon. Mr. Cardin: Yes, except the flying control officers.
Senator Molson: The flying control officers were not previously air crew?
Hon. Mr. Cardin: Not necessarily.
Senator Molson: Some were?
Hon. Mr. Cardin: Some would be and some would not.
Senator Molson: The second thing I would like to ask the minister is, 

how did it happen that the air force showed up immediately as having 500 
redundant whereas the other two services to date, I do not think, have had 
comparable numbers? How does this particular thing occur?

Hon. Mr. Cardin: I understand, and I think I should make this point first 
of all, that the 500 air crew are in a category which is considered as being 
distinct from the reduction from the ordinary compulsory retirement of the 
services. What happened, as I understand it, was that, I think it was during the 
Berlin crisis, it was felt there should be an increase or that there was a potential 
need for an increase in the number of air crew. A considerable number of 
people were taken on and were kept on. It has been felt for some time that 
these 500 redundant air crew should be released, but is only now we have 
decided to reduce them completely, in line with the regular compulsory retire
ment of the other 10,000.

Senator Molson: These compulsory retirements are not confined to short 
service commissions or men on short service?

Hon. Mr. Cardin: No, they are not confined to that. It will be right across 
the board.

Senator Thorvaldson: Mr. Chairman, I was wondering, if there is an 
attrition of about 12,000 a year, as was stated, why you have to have these 
compulsory retirements at all. Is it not possible to do what you want to do by 
the method of normal retirement?

Hon. Mr. Cardin: No. What happens is that we feel that there will no 
longer be positions available for the people who are going to be compulsorily 
retired, that their jobs are redundant, or something to that effect; and we 
could not just by normal attrition arrive at what we want to achieve in the 
Department of National Defence, and we have to go to this compulsory retire
ment in order to achieve our objective.

The Chairman: Is not the answer you are not able to correlate between 
the person who goes because of normal attrition and the person who is com
pulsorily retired? You cannot relate those two things. If a job is done away 
with it is done away with, and there is no place for the man.

Senator Thorvaldson: I quite understand that.
Mr. Cardin, is there any policy of attempting to retire the older men 

ra er than the younger men, or is it going to be irrespective of age?
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Hon. Mr. Cardin: I think the criterion that would be used would be the 
requirement for the man. I think that is the basis of our whole exercise, and 
now other factors, of course, will be taken into account. The main thing is to 
decide whether or not we need that particular man.

Senator Thorvaldson: In general, who makes those decisions in regard to 
what persons shall retire?

Hon. Mr. Cardin: Well, I would think this would be done by the chiefs 
of the different staffs ultimately, and there is a procedure whereby, I think, 
the ministers have a chance to take a look at the people who are going to be 
retired of the rank of lieutenant-colonel and above. The commanding officers 
in the different areas would also have some recommendations as to which 
men should stay on and which should not. I would think that in the normal 
exercise of the procedure the commanding officer would be able to find out 
whether or not a man wanted to stay on or wanted to leave. Supposing you 
have two of three people whose jobs are redundant, and you need only one. 
There might be some people who would just as soon leave as stay. That type 
of thing would be taken into consideration, but main criterion is the require
ment.

Senator Thorvaldson: I am glad to have the answer that some regard 
will be paid to the men themselves. Some will want to leave, and that will 
be facilitated by the department.

Hon. Mr. Cardin: Yes, but this is not going to be an exercise. It will be 
more or less on a personal basis as between the C.O. It will not be done by a 
formal writ of execution.

Senator Thorvaldson: The department will try not to be ruthless in this 
regard?

Hon. Mr. Cardin: Yes. It will take into consideration the desire.
The Chairman: Shall we take it that the department will proceed in a 

way that could not be designated as ruthless?
Senator Thorvaldson: Yes.
The Chairman: If you put it in the way you put it it raises the old ques

tion: When did you stop beating your wife?
Senator Connolly (Ottawa West) : Justice shall not only be done but shall 

appear to be done.
Senator Hugessen: Then this compulsory retirement will be among the 

headquarters staff.
Hon. Mr. Cardin: Yes, that is where the greatest amount will take place. 

We feel that the headquarters has overgrown itself.
Senator Leonard: In the scale of special cash benefits that are set out 

in the table given to us there does not seem to be any provision so far as I 
can see for an amount to be given to men who have served less than five years.

Hon. Mr. Cardin: That is correct.
Senator Leonard: Do you contemplate there will be any of those com

pulsorily let go?
Hon. Mr. Cardin: I think they would be at a minimum because they are 

the younger ones. There may be a few involved, but I do not think there would 
be very many.

Senator Thorvaldson: Mr. Minister, in that regard I think there was a 
question asked of the Leader of the Government in the Senate to the effect 
that when these men were retired would they have some priority in respect of 
Positions that are open in the civil service. I think some attention should be 
Paid to that because, after all, some of these people who will be retired are 
veterans who have served in the last war, or in some war.
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Hon. Mr. Carden: I am informed they would have the same priority as the 
veterans have had in the past if they have served in the war. There is no other 
advantage.

The Chairman: Are there any other questions?
Senator Lang: Mr. Minister, how long do you anticipate it will take for the 

three services to be integrated?
Hon. Mr. Cardin: That is a very dicey question. I would hate to put a 

definite figure on it, but it seems to me that three or four years would be a rough 
guess as to how long it will take.

Senator Leonard: At least?
Hon. Mr. Cardin: Yes, at least. That is a minimum.
Senator Smith (Kamloops) : Do you know anything about the normal rate 

of drop-out of those who have been in the service five years or less? I under
stand that there is a considerable drop-out at the end of the first period of 
service?

Hon. Mr. Cardin: Yes. What is it that you want to know?
Senator Smith (Kamloops) : What is the normal rate of drop-out of those 

who have only been in the service up to five years?
Hon. Mr. Cardin: We do not have that figure. If you would like it I will try 

to get it for you.
Senator Smith (Kamloops) : Is it considerable?
Hon. Mr. Cardin: Yes, it is considerable.
Senator Thorvaldson: Mr. Minister, I am just wondering if this term 

“integration” is not being used rather loosely. I might be wrong, but I have 
been of the view that there was not going to be an integration of the services as 
such; that the three services would remain separate and pretty much as they 
are. It is my understanding that the main purpose of this bill is to create one 
chief of staff in the place of the three chiefs we now have.

Hon. Mr. Cardin: That is correct, Senator. This particular bill is aimed at 
having one chief of the defence staff. As I stated earlier, this is the first step to 
be taken towards integration, but eventually, and according to the normal 
evolution, the forces will automatically integrate themselves.

The Chairman: Are there any other questions?
Senator Molson: I have one question. I do not wish to quibble, but I would 

like to ask the minister how the term “chief of operational readiness” was 
picked instead of “chief of operations”. That seems to me to be an odd bit of 
semantics.

Hon. Mr. Cardin: I think that is a very good parting question. I have no 
answer for it.

The Chairman: Are you ready to report the bill without amendment?
Hon. Senators: Agreed.
The Chairman: Thank you very much, Mr. Minister.
The committee thereupon concluded its consideration of Bill C-90, to amend 

the National Defence Act.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
May 27, 1964.

“Pursuant to the Order of the Day, the Senate resumed the debate on the 
motion of the Honourable Senator Hayden, seconded by the Honourable Senator 
Crerar, P.C., for second reading of the Bill C-91, intituled: “An Act to amend 
the Income Tax 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 Hayden moved, seconded by the Honourable 
Senator Crerar, 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 affimative”

J. F. MacNEILL,
Clerk of the Senate.
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REPORT OF THE COMMITTEE

Wednesday, June 3, 1964.

The Standing Committee on Banking and Commerce to whom was referred 
the Bill C-91, intituled: “An Act to amend the Income Tax Act”, have in 
obedience to the order of reference of May 27, 1964, examined the said Bill 
and now report the same without any amendment.

All which is respectfully submitted.

SALTER A. HAYDEN, 
Chairman.



MINUTES OF PROCEEDINGS
Wednesday, June 3, 1964.

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, Baird, 
Beaubien (Bedford), Beaubien (Provencher), Blois, Cook, Crerar, Croll, Des- 
sureault, Fergusson, Flynn, Gelinas, Gershaw, Hugessen, Irvine, Isnor, Lambert, 
Lang, Leonard, McCutcheon, McLean, Molson, Paterson, Pouliot, Reid, Smith 
(Kamloops), Taylor (Norfolk), Thorvaldson, Vaillancourt, Walker, White and 
Woodrow. (33)

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

On Motion of the Honourable Senator Croll it was RESOLVED to report 
recommending that authority be granted for the printing of 800 copies in 
English and 300 copies in French of the proceedings of the Committee on 
Bill C-91.

Bill C-91, intituled: “An Act to amend the Income Tax Act” was considered, 
clause by clause.

The following witnesses were heard:
Mr. F. R. Irwin, Director, Taxation Division, Department of Finance.
Mr. D. R. Pook, Chief Technical Officer, Taxation Division, Department of 

National Revenue.
Mr. A. L. DeWolf, Legal Branch, Department of National Revenue.

At 11.40 a.m. the Committee deferred further consideration of Bill C-91 
until 2 p.m.

At 2.00 p.m. the Committee resumed consideration of Bill C-91.

The following witnesses were heard:
The Hon. Walter Gordon, Minister of Finance.
The Hon. C. M. Drury, Minister of Industry.

On Motion of the Honourable Senator Leonard it was RESOLVED to report 
the Bill without any amendment.

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

Attest.
F. A. Jackson,

Clerk of the Committee.
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THE SENATE

THE STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, June 3, 1964.

The Standing Committee on Banking and Commerce, to which was referred 
Bill C-91, to amend the Income Tax Act, met this day at 9.30 a.m.

Senator Salter A. Hayden (Chairman) in the Chair.
The committee agreed that a verbatim report be made of the com

mittee’s proceedings on the bill.
The committee agreed to report, recommending that authority be 

granted for the printing of 800 copies in English and 300 copies in 
French of the committee’s proceedings on the bill.

The Chairman : We have a quorum. We have two bills before us this 
morning, one of which is carried forward from the last meeting. We have Bill 
S-22 to amend the Companies Act and we have Bill C-91 to amend the Income 
Tax Act. Subject to what the committee may say, I propose we proceed with 
the Income Tax Act first.

Hon. Senators: Agreed.
The Chairman : We have here Mr. F. R. Irwin, Director of Taxation, De

partment of Finance and Mr. D. R. Pook, Chief Technical Officer, Taxation 
Division, Department of National Revenue. We are not sure if Mr. Harmer will 
be here.

Honourable senators, I propose we proceed section by section. Is that agree
able?

Hon. Senators: Agreed.
The Chairman : Would you commence, Mr. Irwin, with Section 1?

Mr. F. R. Irwin, Director of Taxation, Department of Finance: Mr. Chairman, 
man, and honourable senators, if you wish I will try to give a short word of 
explanation about each clause or subclause.

In looking at subclause (1) to Clause 1, I suggest you might at the same 
time look at subclause (5) of Clause 3, because the two deal with the same 
matter.

The Chairman : They are on page 4 of the bill.
Mr. Irwin: Subclause 5 of Clause 3 provides that amounts paid by a tax

payer in connection with a notice of objection or an appeal from a tax assess
ment may be deducted as an expense. Clause 1 provides that if expenses have 
been deducted in connection with a court case and the court then awards costs to 
the taxpayer, the taxpayer must take those costs that have been awarded to 
him into income, if he is going to deduct costs or expenses incurred by him 
in connection with the appeal. So he will be able to deduct only the net expenses 
in connection with the appeal.

The Chairman: Shall subclause (1) of Clause 1 carry, and also subclause 
5 on the top of page 4?

7
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Senator Leonard: Just a moment, Mr. Chairman. We are bringing in sub
clause 5 of Clause 3. I wonder whether the words in it narrow the taxpayer’s 
right to deduct expenses by confining them just to the words “preparing, 
instituting or prosecuting an objection”. Would a taxpayer have other expenses 
which normally one would think would be allowable with relationship to his 
assessment for tax which now would be disallowed because those expenses 
must come strictly under this description.

The Chairman : What you mean, senator, is that if there were an indica
tion from the department, for instance, that they were going to add to your 
income as declared, or even if they had made an assessment and you had gone 
down to them and discussed it with them but had never made an objection?

Senator Leonard: Or if you got an opinion before you had got through the 
question of an objection or an appeal in relation to it, normally one would 
expect that that type of expense would be allowable. As far as I know, it has 
been allowable. If a question is raised in connection with income tax, you go 
and get an opinion, that is an expense you charge up against your taxable 
profits. Up until now I will assume that was allowed. Now, you put in certain 
wording, because of a question that has arisen with respect to the allowance 
of taxes when you come to an objection or to an appeal, and you specifically 
state those expenses will now be allowed. Have you in spelling it out caused 
the question to arise that unless you come strictly within the wording with 
respect to a dispute as to a tax—have you eliminated other costs or expenses?

Mr. Irwin: We had not foreseen this amendment as reducing a taxpayer’s 
right to deduct expenses in any way. Mr. Pook may want to speak to this. 
I understand there is no intention to change—

Senator Leonard: Clearly any expenses that have been allowed hitherto 
are still allowable, is that the situation?

Mr. D. R. Pook, Chief Officer, Taxation Division, Department of National Revenue:
That is right Senator. The object of this is to carry on allowable expenses from 
the point where we used to cut off.

Senator Leonard: I think that clears the point. It is on record now that 
it is not restrictive in any way.

The Chairman: Shall these two items carry?
Hon. Senators: Carried.
The Chairman: Then subsection 2, which is only the coming into force 

date of the application of the amendment. Is that carried?
Hon. Senators: Carried.
The Chairman: Section 2, Mr. Irwin?
Mr. Irwin: It adds a new paragraph (ba) to provide that payments 

received by Canadian residents from the federal Republic of Germany or 
from another governmental body in Germany, as compensation for persecu
tion by the National Socialist regime shall not be included in completing the 
taxpayer’s income, provided that these payments are not subject to income 
tax under the Income Tax Act of the federal Republic of Germany.

The Chairman: Mr. Irwin, supposing they were subject, the person receiv
ing that would be entitled to a deduction?

Mr. Irwin: Oh, yes.
Senator Reid: How many cases are there of that kind now?
Mr. Irwin: We do not think there are many cases, Senator, but where 

this does exist a hardship may occur. I understand that the department has 
not taxed these payments where they were made as lump sum payments, and 
I think a great many of these payments were in that category.
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The Chairman: This would cover them even if they were annual 
payments?

Mr. Irwin: This is intended to cover the annuity type of payment. I 
think the annual type of payment is not taxed, but if there is any doubt, I 
should think they would—

Senator Molson: May I point out Mr. Chairman, that I believe (ba) was 
mentioned; it should be (fa).

The Chairman: Yes, does that carry?
Hon. Senators: Carried.
The Chairman: Section 3, Mr. Irwin?
Mr. Irwin: Subclause 1 merely changes the expression “60 day” to read 

“120 days”. This extends the period within which the employer may make 
his payment into an employees’ pension fund. Some employers base part of 
their payment into an employees’ pension fund upon the amount of their 
profits for the year, and it was represented to the Government that 60 days 
did not give employers in every case a chance to compute their profits and 
make the payment. So the period was extended to 120 days, which brings it 
into conformity with the date allowed in connection with deferred profit 
sharing plans.

The Chairman: Does the subclause carry?
Hon. Senators: Carried.
The Chairman: Subsection 2?
Mr. Irwin: Subclause 2 is a complicated amendment, because it does 

three things. First, it closes a loophole existing under the present wording. 
Second, it provides that an amount may not be deducted twice. Third, it 
broadens the rules for deduction of contributions in respect of services in 
past years. The first change I referred to, which closes a loophole, is considered 
necessary because the law now says a taxpayer may make contributions in 
respect of past years while he was not a contributor. It was suggested that 
the wording of the law at present would permit a taxpayer to keep on year 
after year contributing and deducting an amount in respect of only one or 
two years in the past while he was not a contributor. The amendment is 
intended to provide that he may make contributions in respect of only so 
many years as existed during which he was not a contributor.

The Chairman: And during which he was an employee but not a con
tributor?

Mr. Irwin: Yes. The second part of the amendment is merely to make 
certain that a taxpayer cannot deduct an amount under two headings of the 
Income Tax Act. The third change broadens the rules concerning the deduction 
of amounts contributed by employees in respect to past years. At present the 
law allows an employee to make contributions in respect of past years while 
he was not a contributor and also allows him to make contributions in respect 
of past years while he was a contributor; but he may not do both. The amend
ment will permit him to make contributions in respect of past years while 
he was a contributor as well as making contributions in respect of past years 
while he was not a contributor. The intent is to give a little more flexibility 
to the employee who wants to make contributions in respect of previous 
Periods of employment.

The Chairman: So as to build up his ultimate reward in the way of 
Pension?

Mr. Irwin: Yes.
The Chairman: Any questions on this? Shall the subparagraph carry?
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Hon. Senators: Carried.
The Chairman: Subsection 3, on the top of page 3 of the bill, deals with 

tuition fees of students.
Mr. Irwin: This extends the present right to deduct tuition fees to include 

tuition fees paid by part-time students.
The Chairman: And also students in full time attendance at a university 

outside of Canada?
Mr. Irwin: That is in the present law, sir, and that deduction continues; 

but for tuition fees paid to educational institutions in Canada the fees no longer 
have to be paid for full-time instruction.

The Chairman: May I call to the attention of the committee that (qb) 
is being repealed. The new (qb) talks about being in “full-time attendance 
at a university outside Canada in a course leading to a degree,”. Are you 
suggesting that “in Canada” in the context in the statute is limited only to 
“in full-time attendance at a college or other educational institution in Canada”, 
and that reference to full-time attendance at a university and leading to a 
degree can be a university anywhere in the world?

Mr. Irwin: It is my understanding that they have allowed the deduction.
The Chairman: Any question on this? Shall the subsection carry?
Hon. Senators: Carried.
The Chairman: Now we have subsection (4).
Mr. Irwin: Subclause (4) is another amendment to prevent double deduc

tion of transfers from one kind of retirement plan to another.
The Chairman: Could you illustrate?
Mr. Irwin: This amendment is necessary because section 11(1) (u) of the 

act provides a deduction for amounts paid in the year, or within 60 days after 
the end of the year, where these are transfers from a pension plan to another 
pension plan, or they might be from a deferred profit-sharing plan into a pension 
plan. Because this transfer may be made within a taxation year, or within 60 
days thereafter, the possibility arose that a taxpayer might deduct it not only 
in the year for which he was filing his return but also in the following year.

Let me give an example. Suppose he had made this transfer in the 60-day 
period after the end of 1964, that would allow him to claim the advantage of 
this provision of the law in 1964; but he might also then, because the actual 
transfer had taken place in 1965, take advantage of these provisions in 1965. 
The amendment is intended to prevent this double application of the benefit 
provided by the law.

The Chairman: You cannot carry it back and carry it forward if you make 
the payment after the end of the year?

Mr. Irwin: Yes.
The Chairman: Carried?
Hon. Senators: Carried.
The Chairman: Subsection 5 we have dealt with. Then subsection 6.

<( ^r- IRWIN: This amendment merely adds the underlined words which refer 
to an agreement for sale”. The paragraph being amended deals with the situa- 
lon where depreciable property has been disposed of and part of the proceeds 

o disposition more generally referred to as “sale price”—include a mortgage
yP°th6C ?n *anc*- The law requires that proceeds of disposition be deducted 

‘?m e capital cost allowance account of the taxpayer, or it might have to be 
a en into income. If this mortgage or hypothec on land, which has been part of 

<_ piocccc s of disposition, is subsequently sold for a loss—that is, for less than 
i s principal amount this will show that the proceeds of disposition were over-
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stated, and some adjustment should be made. The adjustment takes the form 
of allowing the taxpayer to deduct the loss realized on the sale of the mortgage 
or hypothec. All this is already in the law. All the amendment does is add the 
words “an agreement for sale” to the section so that it will apply to that kind of 
security.

The Chairman: Carried?
Hon. Senators: Carried.
The Chairman: Subsection 7 at the bottom of page 4.
Mr. Irwin: This clause is consequential upon the amendment provided by 

clause 3(2), which I described, where an employer is making contributions in 
respect of services in past years. The law has provided that if an employee 
makes a contribution in a year in respect of past years which is in excess of 
the $1,500 limit for that year he may carry the extra forward. It is necessary 
to amend that provision because of the amendment provided by subclause (2) 
of clause 3.

The Chairman: He is still in the position where he can make up to $1,500 
of a contribution for past service and $1,500 for future service, and in years in 
which he does not make that amount he can pick that up in a subsequent year.

Mr. Irwin: He has to make the contribution in a year. Then if that exceeds 
his limits for that year, the extra may be carried forward.

The Chairman: The law still is, if he makes a contribution less than $1,500 
in respect of past service or future service, if he has room in the next year, or a 
succeeding year, he can pick that up, to the extent of the limit of $1,500. If last 
year, for instance, I contributed $750 for past service and $750 for future service, 
in the next year I could go to $1,500 in each year to carry that forward—is that 
right?

Mr. Irwin: I would think so. This would depend on the pension plan itself 
agreeing to this.

The Chairman: Maybe it was not a fair question.
Senator Croll: Mr. Chairman, the question occurs to me, and has bothered 

me for some time, so I will ask it now: we have heard a great deal of talk 
about pension plans here. What department of Government is responsible for 
assuring themselves that the money put into the pension plans is there in the 
pension plans, and that no one can reach for it and no one is dipping 
into it?

Mr. Irwin: At the present time I cannot assure you there is a depart
ment of Government ensuring that pension plans manage their affairs or their 
investment policy as prudently as some people think they should. This is a 
problem which has received the attention of the groups looking into pension 
plans in Ontario. I think it is mentioned in their report. I know it is a subject 
of interest and concern to the Government of Canada, but the pension plans 
are still a matter for the employer and his employees. True, they do have to 
meet certain requirements if contributions to those plans are going to be 
deductible for tax purposes, but I think some people have expressed doubt 
that the federal Government has the constitutional authority to step in and 
tell an employer and his employees how they shall invest their funds and 
what they shall do in matters which are entirely concerned with the adminis
tration of their own pension plan.

Senator Croll: What government authority is it suggested has that right?
The Chairman: The provincial.
Mr. Irwin: I would think the provincial governments would have that

right.
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Senator Leonard: There was what was called a blue book which was 
compiled to give certain regulations with respect to pension plans to qualify 
as an approved pension plan for deductions for income tax purposes.

Mr. Irwin: There was a set of instructions or ministerial regulations out
lining the requirements pension plans must meet if they were going to be 
accepted for registration for income tax purposes. That book was withdrawn 
a number of years ago. Pension plans still have to be accepted for registration 
before employer and employee contributions thereto can be deducted for in
come tax purposes. But the role of the Department of National Revenue here 
is to ensure that the deductions claimed by employers and employees are 
warranted and that they are within the provisions of the income tax law.

Senator Leonard: Since that was withdrawn there is now no compilation 
of the requirements in order that the plan may qualify?

Mr. Irwin: No, sir.
Senator Molson: Do not pension plans have to file an annual statement 

with the Superintendent of Insurance?
Mr. Pook: A pension plan as such would not file an annual return. It 

depends whether it is a trust or whether it is an insured plan.
Senator Molson: I am sorry I did not hear you.
The Chairman: He said it depends whether a plan is a trustee plan or 

an insured plan. Certainly if it is an insured plan there would be no return. 
If it was a trustee plan the trustees would have an obligation to make a 
return.

Senator Molson: To whom?
The Chairman: They would have to make a return on their operations 

in order that the deductions on the plan might apply.
Senator McCutcheon: They would make no return.
Mr. Irwin: They can be required to file a return but it is not automatic 

since they are not taxable.
Senator Croll: The plan, as I understand it is approved by the federal 

Government through one of its departments.
Mr. Irwin: It is not approved but it may be accepted for registration for 

income tax purposes.
Senator Croll: And from then on you lose all contact with it? You lose 

all contact with it and for all purposes it then comes under the supervision, 
if any, of the provincial governments.

Mr. Irwin: I would not say we lost all contact with it because each year 
amounts are claimed for deductions for contributions to this pension plan, 
and of course this plan may also be paying amounts out as pensions and will 
have to submit information returns to the Government if it is making poy- 
ments. So the Department of National Revenue does not lose contact with it. 
However, I will agree that the Department of National Revenue is not charged 
with the responsibility of overseeing its activities year after year.

Senator Croll: As far as you know no provincial government has taken 
any action with regard to these pensions up to the present time?

M, Irwin: I am not too well informed about the provincial action in this 
field, but I don’t know of any action taken.

*-r* C" Crysler, Legal Secretary, Board of Trade of Metropolitan Toronto: In
e ntario Pensions Benefits Act which at the moment is not yet in force 
ere are provisions under which the provincial government would assume 

responsibility for supervising the solvency of the payments fund. That will 
be over and above the trust.
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The Chairman: Is that a general act or is it in relation to the contemplated 
pension plan of the Ontario Government?

Mr. Crysler: Originally you are correct, sir, but there have been certain 
developments since and certain amendments have been made to that act 
and perhaps I am expressing a personal idea here but I understand that will 
be an act which eventually will apply to pensions other than those directly 
administered by the state.

Senator Croll: I come back to where we were a few moments ago, that 
nothing at the moment has been done by any provincial government to the 
knowledge of the governmental officials with respect to the solvency of these 
various pension plans.

Mr. C. L. King, Canadian Institute of Chartered Accountants: The Government 
of the Province of Saskatchewan requires a very detailed report from pension 
plans and pension plan trustees including the filing of all documents and 
reports of its operations.

The Chairman: Do they require an actuarial report on its solvency?
Senator Croll: Is that anually?
Mr. King: I am not sure if it is every three years or every five years.
The Chairman: Any other questions? Does this subsection carry?
Hon. Senators: Carried.
The Chairman: Subsection 7—we have carried it all. Then on the bottom 

of page 5, subsection 8—this is simply the coming into force date of the various 
sections with which we have been dealing.

Hon. Senators: Agreed, carried.
The Chairman: Then section 4 on page 5 of the bill. This is a consequen

tial amendment.
Mr. Irwin: This repeals subsection 3 in section 12 of the act and is conse

quential upon the amendment to be added in clause 5. That is where the new 
section 18 is found.

The Chairman: Shall this carry?
Hon. Senators: Carried.
The Chairman: That deals with subsections 1 and 2. Now we come to 

subsection 3 of section 4 of the bill.
Mr. Irwin: This is a transitional provision to explain the necessity for the 

subclause. I should explain that under the present provision of section 12 sub
section 3 where a taxpayer is on an accrual basis and where he has an amount 
owing to someone else, with whom he is not dealing at arm’s length, the law says 
an amount charged or showing as owing may not be deducted unless it is actu
ally paid by the end of the following year. However, if it should subsequently be 
paid in the third, fourth or tenth year it may be deducted in that year. This 
provision which was intended, in part at least, to block a loophole has also 
opened the way for some abuse because it permitted a taxpaper to arrange 
to make and deduct certain payments when it suited him best. For example, 
a subsidiary company in one of the designated areas, subject to the three year 
tax exemption, might find it to its advantage not to make any payments or claim 
any deductions in the three year period, but to claim in another year when it 
Was to its advantage. Because of this difficulty the present section 12, sub
section 3 is being repealed, and is being replaced by new rules. However, there 
will be some instances, I think, where payments have been charged on a tax
payer’s books and not yet paid. Now that taxpayer will have been denied 
that deduction since it was not actually paid within the time limit provided 
ln the present law, but that taxpayer would also expect to be able to deduct
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those payments when subsequently made. Subclause 3 says where there is 
such an amount outstanding the taxpayer may deduct it if the amount is paid 
before 1967.

The Chairman: There is some hardship in that, I would think, Mr. Irwin, 
because the act may have been set up under the law when it was perfectly all 
right to carry on in that way, even when there was a long arm relationship, 
as long as you could deduct the payment when you made it. I can see there 
may be progressive payments over five or ten years which, in this situation, 
are deductible only when they are paid. You are now putting a limit, and if 
you don’t revise the schedule of payments so as to take care of these outstanding 
items, and if they are not paid by 1967, no matter when they are paid they are 
not deductible. Is that correct?

Mr. Irwin: That is correct, sir. On the other hand, it was believed by the 
Government that there should be some finality to this; that some cut-off date 
had to be established, and it seemed at the time that this was being prepared, 
at any rate, a reasonable period.

The Chairman: Carried?
Hon. Senators: Carried.
The Chairman: The substance is in section 5 which creates the new sec

tion 18. Is that right?
Mr. Irwin: Yes, sir. This amendment adds a new section to replace the 

provisions of section 12(3). Under the new rules an expense will be deductible 
in the year it is charged on the books of the taxpayer, but if the amount has 
not actually been paid by the end of two years from the end of that taxation 
year then the amount will be added back into the income of the taxpayer; or 
the taxpayer and the person to whom the amount is owing can get together 
and sign an agreement that the amount has been converted into a loan—that 
is, it is deemed to have been paid and loaned back to the taxpayer.

The Chairman: In which event, the deduction stands?
Mr. Irwin: Yes, sir.
The Chairman: Carried?
Hon. Senators: Carried.
The Chairman: That takes us halfway down page 6. Subsection (2) is 

simply the date of coming into force. That is, it is applicable to an outlay or 
expense incurred in 1964 or subsequent years. Carried?

Hon. Senators: Carried.
The Chairman: Section 6 of the bill?
Mr. Irwin: Subclause (1) adds two new paragraphs. The new paragraph 

(i) is similar to the amendment we looked at in subclause (6) of clause 3. It 
adds the underlined words “agreement for sale of or”. This particular amend
ment deals with the situation where a mortgage or an agreement for sale is 
sold in the same year as the depreciable property.

The new paragraph (j) deals with the sale of an interest in a partnership, 
and is intended to continue a practice that has been followed for a good many 
years. When a member of a partnership sells his interest in the partnership 
that sale may include a share in certain depreciable property, and it is felt that 
the normal rule dealing with capital cost allowance, whether it be recapture 
or a terminal loss, should apply with respect to that depreciable property. Also, 
i a new member of the partnership is acquiring an interest in the partnership 

e oo will want to know where he stands with respect to his right to claim 
capital cost allowance.

Th£LCHA«RMAN: YeS’ this became necessary because you had a court deci- 
sion o e effect that the sale of an interest in a partnership was not a sale of 
the assets of the partnership?
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Mr. Irwin: That is right, sir.
The Chairman: This is to overcome the implications of that decision?
Mr. Irwin: Yes.
Senator Leonard: This requires an evaluation of the depreciable assets in 

relation to the total interest sale?
The Chairman: Either an evaluation, or the agreement should allocate 

various portions of the price to the various types of assets being sold.
Senator Leonard: Yes, that is what I mean.
The Chairman: Yes. Shall this subsection carry?
Hon. Senators: Carried.
The Chairman: And subsection (2), the date of coming into force?
Hon. Senators: Carried.
The Chairman: Section 7?
Mr. Irwin: This will permit a taxpayer to claim his brother or sister as 

a dependent for income tax purposes, if the brother or sister is a dependent 
and is in fulltime attendance at a school or university. At present a taxpayer 
may claim a deduction for his adult brother or sister only if he or she is 
dependent by reason of mental or physical infirmity.

The Chairman: Carried?
Hon. Senators: Carried.
The Chairman: Section 8 of the bill, on page 8. This is the provincial 

abatement feature is it?
Senator McCutcheon: This is the family allowance.
The Chairman: Oh, yes; I am thinking of section 9.
Mr. Irwin: This is an annual amendment which provides that the parents 

who receive family assistance shall be treated for income tax purposes as if 
the children were in receipt of family allowances.

The Chairman: Carried?
Hon. Senators: Carried.
The Chairman: Section 9 is the one dealing with provincial abatement?
Mr. Irwin: Yes, Sir. This provides that the abatement in 1965 shall be 

21 per cent instead of 19 per cent, and that the abatement in 1966 shall be 
24 per cent instead of 20 per cent.

The Chairman: Carried?
Hon. Senators: Carried.
The Chairman: Section 10?
Mr. Irwin: This substitutes the underlined words for the words “a tax

payer”. This is an amendment for clarification. The section being amended 
permits a taxpayer to elect an averaging formula for a certain kind of income. 
It was never intended that this formula would apply to a corporation or a 
trust, but there was some doubt under the existing wording, so this is intended 
to make it clear that it is available only to an individual other than a corpora
tion, trust or estate.

The Chairman: Carried?
Hon. Senators: Carried.
The Chairman: Section 11 of the bill? This is at the top of page 9.
Mr. Irwin: This is to delete the reference to section 40A. This is an amend

ment which was inadvertently omitted last year. Section 40A was repealed 
in 1963.

The Chairman: Yes. Carried?
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Hon. Senators: Carried.
The Chairman: Section 12?
Mr. Irwin : This deals with the rate of tax on non-resident owned invest

ment corporations.
Senator McCutcheon: That is changing what was done last year, bringing 

it up to where it stood before?
Mr. Irwin: Yes, Sir.
The Chairman: As and from January 1, 1965?
Senator McCutcheon: Yes. It is 15 per cent now.
Mr. Irwin: Yes.
Senator McCutcheon: This merely continues it?
Mr. Irwin: Yes, Sir.
The Chairman: Well, it was going to be 20 per cent starting on January 1, 

1965. This eliminates that provision.
Senator McCutcheon: A lot of people never thought it would be 20 per

cent.
Senator Leonard: This is making prophets out of some people.
The Chairman: Yes, this is establishing our reputation as seers and 

prophets.
Senator McCutcheon: Yes.
Hon. Senators: Carried.
The Chairman: Section 13?
Mr. Irwin: Subclause (1) of this clause is intended to clarify one of the 

requirements which must be met in order to qualify as a manufacturing or 
processing business for purposes of the designated area program. One of the 
requirements is that net sales from processed or manufactured goods must 
equal 95 per cent of gross revenue, and “net sales” are defined to exclude certain 
rebates. This amendment is to provide that this exclusion or deduction for 
rebates shall apply both to net sales and to gross revenue, so that the formula 
will be more fair.

The Chairman: Otherwise you were locked into a spread of 5 per cent 
only. Is not that it?

Mr. Irwin: Yes. Under the present law this requirement might be very 
restrictive in certain cases.

The Chairman: Yes, because the net sales were defined as being the gross 
revenue less a considerable number of deductions?

Mr. Irwin: Yes, sir.
The Chairman: That is section 13(1) of the bill. Shall this subsection 

carry?
Hon. Senators: Carried.
The Chairman : Subsection (2), which is at the top of page 10?
Mr. Irwin: This extends the period within which any manufacturing or 

processing business in a designated area may qualify.
Senator McCutcheon: In this connection, Mr. Chairman, may I say that 

I am sorry I was late. I stayed to the end of the breakfast.
The Chairman: I did not.
Senator McCutcheon: I missed whatever may have been said during the 

opening few minutes of this meeting. Is it proposed that the minister be with 
us to deal with any of these sections?

^J16 Chairman: What I had in mind, subject to the committee’s view, is 
that if there are any points that develop on which it is felt that the committee
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would like to hear the minister then we should accumulate them. However, 
here should be some indication from the committee as to this as we go along.

Senator McCutcheon: I think the committee might be interested in hearing 
from the Minister of Industry as to what has taken place to date with respect 
to this whole group of sections relating to designated areas. I forget the terms, 
but I think the committee would like to know what certificatees have been 
issued, what aplications for certificates have been received, in what areas, for 
what amounts, and so on.

The Chairman: If it is statistical information that you wish then I think 
this witness can give it to you. Is that right, Mr. Irwin?

Mr. Irwin : Within certain limits, sir. I have some information which I 
received from the Department of Industry. The Hansard for the House of Com
mons of Wednesday, May 27, at page 3644 contains an answer, where it states:

Since this legislation was enacted on December 5, 1963, and up to 
date May 25, 1964, 60 new processing businesses have declared their 
intention to establish in such a manner as to benefit from the designated 
area tax incentive program.

The planned employment reported by the new businesses is 5,215.

I am informed by the officials of the Department of Industry that over 200 
inquiries have been received by the Department of Industry.

The Chairman: How many certificates have been applied for? Have you 
thata information?

Mr. Irwin: They will probably have very few applications for certificates. 
The department cannot issue a certificate until it has been established that the 
business is in commercial production and I think it can only certify that a 
business is a new manufacturing or processing business after the end of its 
year.

The Chairman: That is why we are making an amendment this year so 
as to provide also for a notice of intention. Is not that right?

Mr. Irwin: I am informed that several new manufacturing or processing 
businesses are already in production even though this law only became effec
tive on December 5, 1963.

Senator McCutcheon: I still think it would be helpful if the minister 
could speak to this rather than Mr. Irwin. My view is that these sections gen
erally, this type of incentive so-called, generally results in a windfall to 
companies who would have gone ahead with what they were doing, whether 
the section is there or not; and I do not think that is a matter that Mr. Irwin 
would want to discuss.

The Chairman: I am not trying to impede your desire for information, 
senator. I would like to see it 150 per cent satisfied. I am wondering how we 
can get evidence from any departmental officer that certain people who have 
either engaged or who have located in a designated area were going to locate 
there anyway.

Senator McCutcheon: I do not think we can get that information from 
any person but I suggest that if we knew who the people were that have 
located and where they have located, many of us could come to a judgment 
°n the matter.

The Chairman: I would think that until the certificates were actually is
sued we might not be able to get the information. "

Senator McCutcheon: May I ask if any certificates actually have been 
issued?

20S68—2
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Mr. Irwin: I cannot answer that, sir. The information I have from the 
Department of Industry is that some new manufacturing or processing busi
nesses are already in production. I do not know whether the Department of 
Industry has given them certification that they have come into commercial pro
duction on a given date.

The Chairman: We can check on that.
Mr. Irwin: I might add, if I may, that it is my understanding—and this 

is based on what I have heard from officials of the Department of Industry— 
that they believe they are restricted in the information they can give about 
particular taxpayers and the intentions expressed to put particular businesses 
in designated areas. It may be a matter of some importance to a business that 
its intentions to proceed in an area be not known too early.

Senator McCutcheon: I can appreciate that, Mr. Irwin. That is the point 
the Minister of Finance made when he drew back from his first suggestion 
that he would give names; but where persons are already in commercial pro
duction there should be no objection to our being given the names and locations.

The Chairman: I have made a note here to ascertain whether any certifi
cates have actually been issued. If they have, I think we are entitled to get 
the information.

Senator McCutcheon: Can we not go a little further and get information 
about the firms which Mr. Irwin says he is advised by the departmental offi
cials are not now in commercial production, even though, because of the pro
visions of the act, the actual issuance of the certificate is delayed.

The Chairman: Let us take that carefully. It does not follow that because 
a corporation is in commercial production or is in what is a designated area, 
that it is going to apply for a certificate or that it is operating in such a manner 
that it would be entitled to apply for a certificate.

Senator McCutcheon: The whole purport of the minister’s answer was 
that he was familiar with a great many firms and that some of them are now 
in commercial production.

The Chairman: Those are two headings—have any certificates actually 
been issued; and is there any new operation now in a designated area?

Senator McCutcheon: If there is a new operation in any form there, 
presumably there is an intention to take advantage of the tax abatement.

The Chairman: We will have to get in touch with the Minister of Industry. 
Subject to that, does subclause 2 on the top of page 10 carry?

Hon. Senators: Carried.
Mr. Irwin: Subclause 3 makes a technical change in the rules for deter

mining if a new business is being carried on in a designated area. The law at 
present requires that two conditions must be met before a business will be 
considered as being carried on in a designated area.

Briefly, those two requirements are: (1) Ninety-five per cent of all the 
machinery, equipment, other than delivery equipment, and buildings owned 
oi leased by the person and used in the business, must be situated in the 
designated area; and (2) Ninety-five per cent of the machinery or equipment 
owned or leased by the person and used in the business must be acquired 
before June 13, 1963 and be previously unused.

Senator McCutcheon : Must be acquired after.
., Mr. Irwin: I beg your pardon—must be acquired after. In order to apply 

ese lu es> ^ *s necessary to place a value on the assets in question. The 
presen aw refers to capital cost. Capital cost has a special meaning in Section 
i\/r ° 6 j^ome Tax Act but those rules are not applicable to Section 71 A-
Moreover, the use of the expression “capital cost” made it possible for tax-
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payers to qualify without acquiring any substantial amount of new assets in 
the designated area. There might, for example, be an arrangement between 
a parent company and a newly established subsidiary in a designated area, 
under which assets worth substantial amounts of money would be sold to the 
subsidiary for, say, $100. The subsidiary then would only have to acquire 
several hundred dollars worth of new machinery in order to meet the test 
that 75 per cent of its equipment was new.

Senator McCutcheon: It might transfer it at its then capital cost, which 
might be then very low, for used equipment, and put it on its books at the 
same value. As a matter of fact, between a parent and a subsidiary, for capital 
cost purposes, you would not do it the other way. So this is just closing a 
loophole.

The Chairman : Except for the qualification in the original section “and 
had been used for any purpose whatever before June 14, 1963”.

Senator McCutcheon: Ninety-five per cent. But suppose I have a very 
old piece of equipment which I have written down to $1, I transfer it to my 
subsidiary for $1.

The Chairman: It is much easier to meet the 95 per cent rule then?
Senator McCutcheon: Very much so.
The Chairman: Shall subsection 3 carry?
Hon. Senators: Carried.
The Chairman: Subsection 4, I take it, Mr. Irwin, is simply a determina

tion of value; and I think you have coupled that with your explanation?
Mr. Irwin: Yes.
The Chairman: Shall subsection 4 carry?
Hon. Senators: Carried.
The Chairman: Subsection 5, on page 11 of the bill, deals with Notice of 

intention.
Mr. Irwin: The purpose of this amendment is to provide for the situation 

where an area which is now designated might in the future cease to be a desig
nated area. It is intended to protect the taxpayer who has made plans to pro
ceed in an area that is now designated and to ensure that he will not lose the 
benefits he had counted upon if the area should cease to be designated in the 
future.

The Chairman: Then you have the rules for interpretation. Any ques
tions?

Senator McCutcheon: I would like Mr. Irwin to run over this rule; I 
would like an explanation.

Mr. Irwin: The new paragraph (7) permits a taxpayer to file a notice of 
intention, and the new paragraph (8) provides that if a certificate was issued 
during a period when an area was designated or a notice of intention was filed, 
as now provided in paragraph (7), that area shall continue to be regarded as 
a designated area with respect to that business. It is also provided that the 
area shall continue to be regarded as a designated area if a business com
menced manufacturing or processing in reasonable commercial quantities be
fore the area ceased to be designated, or within twelve months thereafter. There 
is a further provision to cover the business which had signified its intention 
of proceeding, but which had not come into commercial operation before the 
area was designated and had not come into commercial operation within a 
year after it ceased to be designated. In this case, the minister must be satis
fied that the taxpayer had made substantial progress towards getting into 
Production before the area was designated and had proceeded with—I think 
fhe expression is—

20968—21
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The Chairman: You mean before the area had ceased to be a designated 
area?

Mr. Irwin: Yes, if it had made preparations before the area ceased to be 
a designated area, and after the area ceased to be designated had proceeded 
with reasonable expedition to cause the business to commence manufacturing 
or processing.

The Chairman: Shall the subsection carry?
Senator McCutcheon: No, Mr. Chairman. I would like to discuss that sub

section with the minister. I am concerned about the discretionary powers there.
The Chairman: Do you mean, with the Minister of Industry?
Senator McCutcheon: In this case, yes, the Minister of Industry.
The Chairman: To discuss with the Minister of Industry as to subsection 

(7) of section 13. Do you want this section to stand, or shall we carry it?
Senator McCutcheon: If the minister is going to come, I think it would 

be as well to stand the section.
The Chairman: Subsection 5 of the bill, the new subsection (7) of the 

act, stands.
Senator McCutcheon: Yes.
The Chairman: Then we can defer the coming in force date of this sub

section too, until you hear the minister?
Senator McCutcheon: Right.
The Chairman: So we now go to section 14 of the bill.
Senator Crerar: Before you go to section 14, Mr. Chairman, may I make 

a comment? There is a lack of clarity in some of these sections. Subsection (7) 
of section 13 affords a good illustration of what I mean. On the fourteenth line 
we find “ceased to be a designated area it shall,”. You have to do down to 
line 32 to find .out what “shall” refers to. All I have to comment is that that 
is very clumsy construction. I would offer the suggestion that the departmental 
officials or someone should be able to state these matters in a much more in
telligible form, so that the ordinary layman can follow it. It is all right for 
expert lawyers like Senator McCutcheon or Senator Hayden.

Senator McCutcheon: Do not include me in that category.
Senator Crerar: They are accustomed to thinking out these things.
The Chairman: The only comment I make, Senator Crerar, is that many 

sections in the Income Tax Act are really complicated, and this one by compari
son, if you put it beside those sections, would be the essence of simplicity. That 
is only a comment.

Senator Leonard: Has Mr. Irwin the present list of designated areas?
The Chairman: That was given when the bill came in last year, but still 

remains the same.
Mr. Irwin: It is the same list. I am sorry that I have not that list with me.
The Chairman: We now proceed to section 14 of the bill, on page 11.
Mr. Irwin: It deals with scientific research, and the new subsection is to 

provide that expenditures of a current nature for scientific research carried 
on outside Canada shall be deductible in computing income if the research is 
related to the taxpayer’s business.

Senator McCutcheon: Normally, it is a question of whether this was money 
laid out to earn income.

Chairman: The only test heretofore has been whether the money was 
ai out to earn income, but if this section becomes law, if the object of 

scientific research relates to the business, that qualifies.
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Senator McCutcheon: If related to the business?
The Chairman: If related to the business; whereas heretofore you simply 

established that it was an expense laid out for the purpose of scientific research.
Shall subsection (1) carry?
Hon. Senators: Carried.
The Chairman: Now subsection 2 on the top of page 12.
Mr. Irwin: This amendment adds the underlined word, and is intended to 

correct a misleading reference to section 27 of the act. Section 27 refers to 
taxable income. This is a tidying-up amendment.

Senator Lang: I understand there is some anomaly in these sections with 
respect to research consultants who are involved solely in the business of 
research, that is, actual research projects for income, and research projects 
for their own purposes.

Mr. Irwin: I believe I understand the situation to which you refer, Senator, 
and that is, that profit made on research done for other persons may reduce 
the amount of increased research expenditure as computed under the present 
law arising from research done on their own account. This problem has been 
brought to the attention of the Minister of Finance only recently, and I believe 
he has indicated that he would study this matter.

Senator Lang: Is it a complicated matter? I am wondering if it assumes 
too much.

Mr. Irwin: You will find any amendment to the Income Tax Act now is 
bound to be complicated. I would not like to suggest it is a simple amendment, 
or one that would be prepared in a hurry.

The Chairman: I think maybe Senator Lang meant, is the consideration 
a simple one, or does'it involve a lot of complicated problems?

Mr. Irwin: I think the problem is clear enough.
The Chairman: Then subsection 2 carries?
Hon. Senators: Carried.
Senator McCutcheon: I take it that both subsections 1 and 2 permit only 

deductions of amounts actually expended?
Mr. Irwin : Yes.
The Chairman: Subsection 3.
Mr. Irwin: This is to re-define the expression “expenditures on scientific 

research”. This is made necessary by the change in subclause 1.
The Chairman: Shall subsection 3 carry?
Hon. Senators: Carried.
The Chairman: Subsection 4—carried?
Hon. Senators: Carried.
The Chairman: Section 15 of the bill?
Mr. Irwin: This deals with registered retirement savings plans. It is a 

relieving amendment. The law presently requires that the annuity to be 
Provided under registered retirement savings plans must be a level annuity. 
There is one exception. That is, the annuity may be reduced by the exact 
amount of the payment under the Old Age Security Act. The amendment is 
to introduce a degree of flexibility to permit this reduction to be any amount up 
to the amount of the old age security payment.

The Chairman: Carried?
Hon. Senators: Carried.
The Chairman: Subsection 1—carried?
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Hon. Senators: Carried.
The Chairman: Subsection 2?
Mr. Irwin: This also deals with registered retirement savings plans, and 

again it is intended to prevent a double concession being received by the 
taxpayer in respect of amounts transferred from one plan to another.

The Chairman: Carried?
Hon. Senators: Carried.
The Chairman: Subsection 3, the coming into force date, carries?
Hon. Senators: Carried.
The Chairman: Section 16 of the bill.
Mr. Irwin: This deals with sale of accounts receivable. The subsection 

being amended provides rules to cover the situation where a business, including 
its accounts receivable, has been sold. The amendment will permit this section 
to encompass the sale of receivables arising from loans made in the course of 
the business.

The Chairman: Carried?
Hon. Senators: Carried.
The Chairman: Subsection 2, the coming into force date, carries?
Hon. Senators: Carried.
The Chairman: Section 17 of the bill.
Mr. Irwin: This will permit a taxpayer to file a single notice with the Tax 

Appeal Board.
The Chairman: Carried—that is subsection 1 of section 17?
Hon. Senators: Carried.
The Chairman: Subsection 2 of section 17.
Senator Leonard: What would the fee be otherwise?
The Chairman: $15 on each notice, is it not?
Mr. Irwin: Yes.
Senator Molson: At present?
The Chairman: Yes, at present.
Mr. Irwin: I do not think it has been administered that way, but there 

was a court decision, I think, which denied the taxpayer the inclusion of a 
number of appeals in one document, and this is to permit the department to 
carry on with what has been the practice.

The Chairman: But strictly under the law it is $15 an appeal?
Mr. Irwin: I suppose so.
The Chairman: However, this does away with that.
Carried?
Hon. Senators: Carried.
The Chairman : Subsection 3 of section 17.
Mr. Irwin: This provides for the transition.
The Chairman : Carried?
Hon. Senators: Carried.
The Chairman: Section 18 of the bill.
Mr. Irwin: This is a corollary of the amendment just referred to, and 

covers appeals to the Exchequer Court.
The Chairman: Carried?
Hon. Senators: Carried.
The Chairman : And all that section carries.
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Then section 19.
Mr. Irwin: This repeals the special 5 per cent tax imposed in 1963 on 

increased dividends paid in a certain period before the end of 1964 by a com
pany that did not have a degree of Canadian ownership.

The Chairman: Carried?
Hon. Senators: Carried.
The Chairman: Section 20.
Mr. Irwin: Subclause 1 provides that the rate of non-resident withholding 

tax on dividends paid by a company that does not have a degree of Canadian 
ownership shall be 15 per cent and not 20 per cent, starting in 1964.

The Chairman: 1965.
Mr. Irwin: Yes, starting in 1965, as was legislated last year.
The Chairman: Carried?
Hon. Senators: Carried.
The Chairman: Subsection 2?
Mr. Irwin: Subsection 2 provides for the coming into effect of the new 

rules concerning the degree of Canadian ownership. This provides that the new 
rules will not apply to dividends declared on or before March 16, 1964 unless the 
taxpayer elects to have them apply. The new rules will apply to all dividends 
declared after March 16, 1964.

The Chairman: Carried?
Hon. Senators: Carried.
The Chairman: Subsection 3?
Mr. Irwin: This amendment deletes the provision for refunding that part 

of the non-resident withholding tax levied in excess of 15 per cent. It is no 
longer necessary since the 20 per cent rate is not to come into effect.

The Chairman : This is a special provision that has application in rela
tion to a company that did not have a degree of Canadian ownership until 
possibly the end of 1966?

Mr. Irwin: Yes, sir.
The Chairman: And it would have paid 20 per cent in the period of 1965 

and 1966, and would get a refund of that 5 per cent if it became a company 
having a degree of Canadian ownership by 1967?

Mr. Irwin: Yes, sir.
Senator McCutcheon: You are not going the one step further and making 

any provision for refunds in the case of companies now subject to 15 per cent 
withholding tax subsequently acquiring a degree of Canadian ownership?

Mr. Irwin: That provision was put in the law last year and is not being 
disturbed.

The Chairman: The 10 per cent is enjoyed if you qualify with the necessary 
degree of Canadian ownership.

Mr. Pook: As revised, this section provides if they get the degree of Cana
dian ownership for the 1967 period and have paid 15 per cent in the meantime, 
they can get 5 per cent back.

Senator Leonard: Back to what date, June 13?
The Chairman: No, it would be earlier than that.
Mr. Poor: It would be credited after June 13, 1963.
Senator Leonard: That is the answer to Senator McCutcheon’s question.
The Chairman: Satisfied?
Senator McCutcheon: I think I am, but if I require a degree of Canadian 

ownership by January 1, 1967 and I have not the degree of Canadian owner-
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ship today, on my dividends of non-residents I am holding 15 per cent tax. If 
I acquire the degree of Canadian ownership by January 1, 1967, as I understand 
it, this section provides, in effect, a refund of the difference between the 10 
and 15 per cent with respect to the dividends to be declared after June 13, 
1963 and before January 1, 1967, is that correct?

Mr. Poor: That is correct, sir.
The Chairman: Carried?
Hon. Senators: Carried.
The Chairman: Section 21 of the bill?
Mr. Irwin : This is to change the reference to a subsection. It is made 

necessary by a re-numbering of a subsection in 1963.
The Chairman: Simply a correction?
Mr. Irwin: Yes.
The Chairman: Carried?
Hon. Senators: Carried.
The Chairman: Section 22 of the bill?
Mr. Irwin: This deals with the special tax on the adjusted profits of a 

branch office maintained in Canada by a non-resident corporation. It provides 
the rate of tax shall remain at 15 per cent and not be increased to 20 per cent, 
starting January 1, 1965.

The Chairman: Carried?
Hon. Senators: Carried.
The Chairman: Subsection 2 also carried?
Hon. Senators: Carried.
The Chairman: Section 23 of the bill.
Mr. Irwin: Subclause (1) provides an amendment for clarification. The 

section of the act being amended provides that where gift tax has been paid 
on a gift of property and the value of that property must be included in the 
estate of the donor because the gift was made within the period of three years 
preceding death, then any amount by which the gift tax exceeds the estate tax 
may be refunded. The amendment merely clarifies the calculation of the 
amount of estate tax that is attributed to the gift.

Senator McCutcheon: What do you mean by that?
Mr. Irwin: The present provisions of the law say that the amount of any 

duty or tax payable in respect of the death of the donor, under any act of 
Parliament that imposes succession duties or estate taxes or in respect of any 
property or the successor to any property, shall be the estate tax that is 
attributed to the gift. On examining this we found that it wasn’t clear what 
amount of estate tax was referred to. For one thing, the reference to succes
sion duty, should be deleted.

The estate tax has what one might call a gross duty, and that may be 
abated in some provinces. It may also be reduced because of credit for foreign 
estate taxes. And I think it may also be reduced by what we call the “notch” 
provision if the value of the estate is close to $50,000. It was considered neces
sary to clarify what one meant by estate tax attributable to the gift for pur
poses of this section. This amendment provides it shall be the estate tax after 
making any deduction permitted by subsection 1 of section 9—that is the 
deduction in respect of the provinces or the provincial abatement, and before 
making any other deduction permitted by that section.

The Chairman: That increases that factor, and therefore would reduce 
the difference between the amount of gift tax paid and the other amount so 
that the over-payment would be less.
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Mr. Irwin: Yes, sir, the larger the estate tax attributed to the gift, the 
smaller is the amount by which gift tax would exceed the estate tax.

Senator McCutcheon: This amendment is in favour of the department. 
It is not relieving.

The Chairman: That is right.
Mr. Irwin: There was uncertainty before. It was not known how much 

of the estate tax should be attributed to the gift.
Senator Leonard: I thought it would be simpler to look at it the other 

way around, where it would be deducted from the gift tax. Is there some 
special reason why you should go back and get the refund?

Mr. Irwin: The amount refunded is only the excess of gift tax over the 
estate tax. I believe for estate tax purposes the amount of the gift tax 
is taken into consideration.

The Chairman: You mean in arriving at the estate tax the value of the 
estate has been reduced by the amount of the gift tax paid?

Senator Leonard: Up to the amount of estate tax payable, is that right? 
Because you are talking about the excess.

The Chairman: If a person dies within three years of making a gift, after 
he has paid gift tax, then his estate tax valuation is as though he has not paid 
the tax.

Mr. Irwin: I am not as familiar with the estate tax as I should be. Perhaps 
Mr. De Wolf will comment.

Mr. A. L. DeWolf, Legal Division, Department of National Revenue: Mr. Chair
man, where a deduction is taken under subsection 1 of section 9 of the Estate 
Tax Act, the amount of the gift tax that is refunded is the difference between 
the estate tax that is payable after making the deduction for the provincial 
tax and the gift tax that has been paid. This is so that a person will be in the 
same position as if he had paid no gift tax at all. He gets a refund of that 
difference between the estate tax he actually has to pay to the federal 
Government and the gift tax he has to pay.

The Chairman: Starting off you include in his estate the amount of the 
gift as though he had not made it.

Mr. DeWolf: That is right.
The Chairman: You do not reflect the actual gift tax paid as a disburse

ment?
Mr. DeWolf: The disbursement would have been made before the person 

died.
The Chairman : You don’t add that back in?
Mr. DeWolf: The disbursement made as an asset of the estate? I am 

afraid I am not familiar with the policy as to what we do. It seems to me it 
would be an asset of the estate. I would say it was an asset of the estate.

Senator Paterson: Would the witness illustrate a hypothetical case to 
make it clear.

The Chairman: Would you do that, Mr. DeWolf, please?
Mr. DeWolf: Say a person makes a $20,000 gift two years prior to his 

death, and he has paid gift tax, we will say, of $2,000. Let us say that with 
respect to that gift, after the provincial credit has been taken into account, 
the estate tax would be $1,500. Then there would be a $500 refund. That $500, 
I am of the opinion, would be an asset of the estate.

Senator Leonard: Under this new section, that is the point, is it?
Mr. DeWolf: I believe we administered it that way before. This is simply 

clarifying the position we have been taking prior to the amendment.



26 STANDING COMMITTEE

Senator Leonard: You say the $500 would be refunded to the estate under 
this section of the Income Tax Act?

The Chairman: Yes, but it would be an asset of the estate.
Senator Leonard: The estate then is $20,500, and if he had not made the 

gift there would be $500 less.
Mr. DeWolf: He has made a gift of $2,000, which would make a total 

of $22,000. Then there would be a credit for the gift tax paid up to the extent 
of $1,500, so there would be $500 returnable to the estate, and that $500 
returnable to the estate would be an asset.

The Chairman: I hope it stops somewhere, otherwise it is like the pussy 
cat chasing its tail.

Senator McCutcheon: I am glad it has been clarified.
The Chairman: Senator, if you say that then I know it has been clarified. 

Subsection 1 of section 23 carries?
Hon. Senators: Carried.
The Chairman: Subsection 2.
Mr. Irwin: I don’t think I can add anything to the explanatory note op

posite this amendment. It is consequential on an amendment in the Estate Tax 
Act.

The Chairman: Yes, we made it here. Shall this section carry?
Hon. Senators: Carried.
The Chairman: Then section 24.
Mr. Irwin: This amendment is intended to make clear that amounts 

returned to the employer upon the winding up or reorganization of a pension 
plan must be included in his income.

The Chairman: Yes, we are dealing with subsection (1) of section 24— 
that is, superannuation or pension benefits; is that right?

Mr. Irwin: Yes, this amendment is intended to make clear that the 
amounts returned to the employer upon the winding up or reorganization of 
a pension plan must be included in his income.

The Chairman: And this arises, I think, by reason of a decision in the 
courts which held that, on the language as it stood in the act, on a winding 
up this was not a payment under the pension plan. You will find the rules 
are broadened to provide that any payment out of a fund that goes back to 
the employer must be included as income.

Mr. Irwin: Yes.
Hon. Senators: Carried.
The Chairman: Section 25 of the bill. Mr. Irwin, let us see you find your 

way through this.
Mr. Irwin: Mr. Chairman, there is no short explanation for all the parts 

of this clause. The main purpose of the amendments is to ensure that Canadian 
participation in a company shall be an equity interest if the company is to 
qualify as a company with a degree of Canadian ownership.

The Chairman: To start out with is this a fair statement, that any benefit 
that may arise as the result of the language of section 25, and going on right 
through to the end of the bill before us, would be in the area that in respect 
of dividends paid to nonresident shareholders in a Canadian company there 
would be a 10 per cent deduction instead of a 15 per cent deduction?

Mr. Irwin: Yes, dividends paid by a company that can qualify are subject 
to nonresident withholding tax of 10 per cent as compared with 15 per cent.

The Chairman : In other words, if the Canadian company with nonresident 
shareholders has the degree of Canadian ownership as defined in the sections
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before us then the nonresident shareholders would endure a 10 per cent 
withholding tax instead of 15 per cent, so our revenues would be 5 per cent 
less?

Mr. Irwin: Yes, Sir.
The Chairman: Now, from the point of view of income tax, forgetting for 

the moment special depreciation, there is no other benefit; is that right?
Mr. Irwin: There is no other benefit.
Senator McCutcheon: Except special depreciation.
The Chairman: That is what I said. On special depreciation if you qualify, 

having a degree of Canadian ownership, you would be entitled to that special 
50 per cent deduction?

Mr. Irwin: A 50 per cent rate in respect of new equipment which other
wise would fall into Class 8 that is acquired by a manufacturing or processing 
business in the 24-month period beginning June 13, 1963.

The Chairman: Yes, and when you say “in a manufacturing or processing 
business” are you using those words with the meaning they have when applied 
to a designated area?

Mr. Irwin: They are described in the regulations, Sir. This is not quite the 
same as in section 71A of the act.

The Chairman: But is it limited in its application to section 71A, or 
would it apply to any manufacturing or processing business where new 
machinery was acquired within a certain period of time?

Mr. Irwin: It is not limited to companies qualifying in designated areas.
The Chairman: So those are the only two areas in which the sections we 

are now going to look at would provide any benefit from the point of view of 
taxation?

Mr. Irwin: Yes, Sir. I might add that the amendments, while they are 
intended to change and strengthen the rules, are relieving in some respects in 
that it is no longer necessary that all the voting shares of a company be listed 
on a prescribed stock exchange. I am sure honourable senators will remember 
that this was a point that was raised before the committee last year. The 
amendments also facilitate qualification by subsidiaries and sub-subsidiaries of 
companies that can qualify.

The Chairman: The one difficulty I can see in the listing on a stock 
exchange is that unless your voting shares are equity shares—unless they com
bine the two features—it would be impossible, having regard to the regulations 
of the exchange, to list less than the full amount of a particular class of shares. 
Your requirement for equity shares is 50 per cent. Your requirement for voting 
shares otherwise is that a class of voting shares is listed, and not more than 
75 per cent of those voting shares can be owned by one nonresident person or 
a number of nonresident persons, and then you go on to provide:

and a class or classes of equity shares of the corporation representng 
in the aggregate not less than 50% of that part of the paid-up capital 
of the corporation

that was referrable to equity shares must also be listed on a prescribed stock 
exchange. What I am pointing out is that you cannot list 50 per cent of a class 
of stock. You must list the whole issue.

Mr. Irwin: I think that is correct, Sir. I might add that the problem here 
Was that having provided that a company could qualify by listing a class or 
classes of shares, it was feared that a company might create a small insignificant 
class and use that to qualify, so it was considered necessary to provide that the
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class which was to be used must be a substantial portion of the equity share 
capital of the company.

The Chairman: Is it possible under these sections to have other than 
company shares qualify as equity shares?

Mr. Irwin: Participating perferred shares would qualify.
The Chairman: Now, I would say that practically all preferred shares, 

participating or nonparticipating, carry a fixed rate of dividend. Would you 
agree with that?

Mr. Poor: A fixed rate of preference, but they are not limited to a fixed 
rate of dividend if they can participate over and above the preference.

Senator Leonard: Do you think that an ordinary participating preferred 
share qualifies under the definition of an equity share?

Mr. Poor: I think it could be an equity share.
The Chairman: In those circumstances—yes, if you look at the definition 

of a nonparticipating share—you will find it on page—
Senator Leonard: Page 24.
The Chairman: Yes, it says:

“non-participating share” means a share the owner of which is not 
entitled to receive, as owner thereof, any dividend other than a dividend, 
whether cumulative or not,

(i) at a fixed annual rate or amount, or
(ii) at an annual rate or amount not in excess of a fixed annual rate 

or amount.

That would mean if you had a participating share that is entitled to, say, 5 per 
cent or 6 per cent—that is, a fixed rate—but being participating, of course, 
it has a right to participate in the profits of the company on a winding up, and, 
therefore, you say if it has that participating right it is eligible to be a class 
of equity share?

Mr. Poor: Yes.
Senator McCutcheon: You said, Mr. Chairman, “on winding up”. Surely, 

the ordinary concept of a preference share is that it has a right to a fixed 
dividend by reason of its priority over common shares, and after payment on 
the common shares it is, on some bases, usually equally thereafter.

The Chairman: That is one type of participating share, but you may also 
have the other type that is participating in the sense that it participates in the 
equity on winding up.

Senator McCutcheon: Yes, but you said “in the profits”; you mean in the 
whole equity.

The Chairman: What I mean is this, that you may have two classes. You 
have what are known as Class A shares where you have a preferred dividend, 
and thereafter that class of share may participate ratably with the common 
shareholder in the dividends paid, or the common shareholder may get a certain 
amount, and then participate equally. But, I am talking about a share on which 
you get a 5 or 6 per cent dividend, and then the rest of your participation is 
to the extent of the premium on redemption, for instance—

Senator Leonard: But not in the profits.
The Chairman: Not in the profits, as such, no.
Senator McCutcheon: On that interpretation, surely most preference 

shares will be participating shares?
The Chairman: On that basis, yes.
Senator McCutcheon: But if your interpretation—
The Chairman: I am not clear that they agree with that.
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Senator McCutcheon: We can see what the officials have to say.
Mr. Poor: I would not agree that the preferred stock would be a partici

pating stock if it is not entitled to receive dividends before winding up for 
redemption before a fixed rate.

The Chairman: If there is a premium payable on redemption, that is a 
participation, is it not?

Mr. Poor: It is not a dividend.
The Chairman: It is deemed to be a dividend, is it not?
Mr. Poor: I am not sure even of that.
Senator Hugessen: In that case, every preferred stock would be a partici

pating stock, because practically all of them have agreed to a premium on 
redemption.

The Chairman: I am trying to get the points clarified.
Senator Leonard: It seems to me that the word “dividend” on line 22, 

page 24, is what really confines this nonparticipating share to a preferred 
share in the ordinary sense of the word—preferred as to dividend,—but it does 
not bring in any question of a premium on redemption or any question of a 
distribution of outward capital. That would be my feeling.

The Chairman: Of course, the premium on redemption comes into other 
aspects of determination, as to what are the circumstances under which a share 
is an equity share, for instance.

Mr. Poor: I do not think that the act deems a premium on redemption to 
be a dividend.

Senator Leonard: That is what I think.
Mr. Poor: There will be circumstances under which some part of the 

premium, perhaps all of it, depending on the measure, might be deemed to be 
received by the shareholders as income, but the corporation is not deemed to 
have paid a dividend.

The Chairman: The question is whether we are talking about participat
ing in the corporate sense that we ordinarily understand it, or whether you 
have some special definitions or provisions confined to participating for the 
purpose of income tax.

Senator Leonard: I think a nonparticipating share would qualify under 
equity share except for the use of these words “other than nonparticipating 
share”.

The Chairman: Yes.
Senator Leonard: Having eliminated that in that clause, and then what 

we have eliminated are the kind of shares that are defined in (f) on page 24, 
which are clearly preferred shares in the normal sense of the word—normal 
preferred as to dividend.

Senator Hugessen: Regardless of whether they are entitled to premium 
on redemption.

Senator Leonard: That is right.
The Chairman: Having said that, where does that leave us, Mr. Irwin? 

Does it leave us in the position that a share which is called a participating 
share is eligible or can qualify under these provisions in section 25, etc. of the 
bill as an equity share?

Mr. Irwin: I think the share which has a preference as to dividend but 
also has a right to participate after that preference has been met, as described 
here, can qualify as an equity share.

The Chairman: The rest of it would be arguing applications. I think it 
is not any part of my job. Are there any other questions?
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Senator Molson: It says participating preference share and also voting.
The Chairman: Yes, then voting, in all circumstances. The three key 

expressions in here would appear to be equity shares, nonparticipating shares 
and there is one more, what is in law a participating share.

Senator McCutcheon: Where does that leave us with respect to the 
definition of equity share, looking particularly at subclause 1 (b) which says 
an equity share is a share, other than a nonparticipating share, the owner 
of which has, as owner thereof, a right to a dividend and to a part of the 
surplus of the corporation, upon the redemption of the share, and so on, at 
least as great, as the right of the owner of any other share, other than a 
nonparticipating share. The ordinary participating preference share does not 
confer a right on winding up, say, in excess of the par value of that share 
plus possibly a stated premium thereon; so does not this provision, even 
though there may be voting, bar a participating preference share?

The Chairman: I understand Mr. Pook and Mr. Irwin to say that a so- 
called preference share which on winding up is redeemable at par, but which 
carries preferred dividend at a fixed rate, and which has full voting in all 
circumstances, would not qualify as an equity share.

Senator McCutcheon: That is what I understand.
Senator Leonard: Just a minute.
The Chairman: I understand the conclusion from what was said to be 

just what I have stated.
Senator Leonard: Will you say it again?
The Chairman: That is, that you have a preference share which carries 

a fixed rate of preferential dividend and it has full voting in all circumstances, 
and on winding up, or on redemption, it is redeemable at its par value, then 
that is not an equity share for the purpose of—

Senator Leonard: Because it has not the right to participate in any extra 
dividends.

The Chairman: Secondly, if you have a feature of it that on redemption 
a premium is payable, I also understood Mr. Pook to say that even with a 
premium payable on redemption, that does not mean that that kind of share 
is an equity share for the purposes of the section.

Mr. Irwin: You have ruled out this kind of share from being an equity 
share, by stating that it had a fixed rate of dividend and has not a right to 
share in any further distributions of dividends.

The Chairman: And the premium which would be payable on redemp
tion, you would not regard as being a right to any part of the surplus?

Mr. Irwin: I think that is correct. That would not offset the feature of 
not being able to share in distributions—

The Chairman: That raised a very interesting question of provisions in 
the Dominion Companies Act, under which you may set apart, out of your 
surplus, your ascertained or net profits in liquid form, you may set aside an 
amount which will enable you to redeem your preference shares; and when 
you have done that, what was formerly paid up capital in respect of those 
shares becomes a capital surplus. In those circumstances, having used my 
surplus to accomplish my redemption, is that the kind of right to a part of a 
surplus that is included in this definition of equity share; or have you looked 
at those provisions in the Dominion Companies Act?

If it is not a question that you can readily answer—
Mr. Irwin: I know I could not give a ready answer to it, and of course 

i is a rather difficult thing to give rulings and opinions on these very compli- 
ca e matters, without knowing a great many of the sides to each question.



BANKING AND COMMERCE 31

The Chairman: I would not ask for anything that would amount to a 
ruling, but if you do not want to venture a view, I am not pressing.

Are there any other questions in relation to these sections? There are a 
lot of words and I call your attention particularly to the provisions at the 
bottom of page 24 and the top of page 25, if you want to find out when an 
equity share is not deemed to be an equity share. That is interesting in itself, 
because you may satisfy the requirements of these provisions, Mr. Irwin, as I 
understand it, to be an equity share, but if certain other conditions exist, that 
is, if that horrible thing which you define as a nonparticipating share intrudes 
itself too much or with certain characteristics, then the equity share is not 
deemed to be an equity share.

Mr. Irwin: Yes, sir. These provisions are necessary because it was brought 
to the attention of the Government that it might be possible to defeat the in
tention of this section by establishing a comparatively small number of very 
high preference shares that might then have been available to Canadians, or 
25 per cent of them made available to Canadians, and in that way providing 
that the very large number of real equity shares owned by the parent company 
would not be counted. It was therefore necessary to introduce these rules, 
which admittedly further complicate the provision, to block these devices which 
were foreseen.

The Chairman: Yes. The net result, as I stated the other day, is that you 
could conceivably have a company Canadian-owned 100 per cent, and it would 
not have a degree of Canadian ownership under the statute.

Mr. Irwin: This possibility was brought to the attention of the minister by 
the experts who looked at the bill after its introduction.

Senator McCutcheon: There is a very serious problem related to accelerated 
depreciation.

Mr. Irwin: There might be a problem of a loss in accelerated depreciation. 
We could not assure the minister there were such companies, and we said 
if we had to take care of this it would mean a further complicated set of rules, 
and the decision was that while this is a possibility we do not see it as being 
a serious problem.

Senator Hugessen: Perhaps we could pass this section as is, and invite 
Mr. Irwin to come back next year with amendments.

The Chairman: I think that is an excellent idea, Senator Hugessen; only 
I would think that inevitably there would be amendments proposed next year 
to sections that take as long to study as do these sections. There are bound to 
be bugs inherent in the very language used here. So we would like to have 
you back, Mr. Irwin, and it is nice to know that you will be back inevitably; 
but we would welcome you back even more so if you did not bring such 
complicated language. Any other questions? Frankly, I do not know at this 
time that it would be fair to deal with particular cases with these officials 
who are here to interpret what the act means. Do you not think it is possible 
to have a simplicity of language to cover the situation, and then there would 
not be any more loopholes for yourselves than you may be permitting by the 
language you have used here, Mr. Irwin?

Mr. Irwin: May I say I wish it were possible.
The Chairman: Is not the basic thing you are trying to do, is to correlate 

voting shares that would be representative of a certain capital investment in a 
company; and you say that having 25 per cent of the votes is one test, but 
there are many ways around it, and the voting shares would not have a 25 
Per cent relation to the capital investment over all in the business, so you 
Want to tie in equity and voting shares to the extent of 25 per cent each; isn’t 
that right?



32 STANDING COMMITTEE

Mr. Irwin: I think all I can say in answer, as an official, is that we would 
certainly like to have a simpler approach to this, if we could devise, with 
suggestions such as yours, a better and more easily understood and applied 
rule; if that could be done, we would be very much in favour of it.

The Chairman: I have found in the courts that when you state something 
generally you get along much better when trying to enforce it than when you 
get into the particularities you have here. A general statement is sometimes 
much more beneficial to the department, I would think. However, that is just 
one man’s opinion.

Shall we have further discussion on section 25, or are you ready to pass 
this section, with due attention to the prophesy that Senator Hugessen has 
just uttered, that Mr. Irwin will be back next year with amendments?

Senator Molson: Much less complicated ones, I hope!
The Chairman: Shall section 25 carry?
Senator McCutcheon: I am wondering if the minister would not like to 

discuss this, Mr. Chairman. I would like to know something of the magnitude 
of the problem. The minister has announced the desire to have a minimum of 
25 per cent of stock held in Canada by a company, in order to earn the special 
benefits, such as the lower withholding tax and the accelerated depreciation. 
I think that is still subject to being defeated by very large companies in existence 
today. Let us say a company had only one class of shares, where there is no 
foreign shareholder, holding more than 75 per cent, but he only owns 75 per 
cent, and there are a number of non-related shareholders owning 24 per cent, 
and 1 per cent is in the country.

As I read the act with these amendments, that company has a degree of 
Canadian ownership and is entitled to the lower withholding tax and to ac
celerated depreciation. I suggest that as long as you have that situation, which 
was pointed out last fall, and which still exists, we should not pass a section 
like this. I do not pretend to understand it. There are a number of expressions 
in the bill I cannot understand at all, and I think some of the other members 
of the committee are in the same position. Let us know what is the magnitude 
of the problem first. I would like the minister to come and tell us.

The Chairman: As to the magnitude of the problem, Senator, I do not 
know what minister could tell us about that. Do you mean the philosophy of 
the matter?

Senator McCutcheon: No, not the philosophy. He had a set of rules last 
year which he brought in; they were reasonably complicated, but they were 
not in the same class with this new set of rules. Now, how many companies 
have come to his attention in which changes were made in capitalization in 
order to avoid his rules; and what was the measue of his tax loss as a result 
of what might have been; what was the measure of the additional accelerated 
depreciation; what was the capital cost allowance those companies might be 
entitled to claim and so on?

The Chairman: My difficulty is in appreciating why this test of degree 
of Canadian ownership is applied to the question of depreciation.

Senator McCutcheon: I cannot understand that at all.
The Chairman: Because, for instance, the expenditures on additional 

Canadian manufacturing or processing is highly beneficial to Canada. It means 
increase in purchasing power in Canada, and in income tax revenues, and all 
those things.

Senator McCutcheon: Increased employment too.
The Chairman: Yes; the minister said the primary purpose of some of 

these incentives was employment.
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Senator McCutcheon: Surely, a workman out of employment is just as 
happy if General Motors builds a new plant and hires a lot of people as if 
some company with a degree of Canadian ownership does?

The Chairman: I can tell you that as far as the Minister of Industry is 
concerned, on the plan we have, he will be here at 2 o’clock. If we carry this 
section, I must say we have some witnesses here on the Companies Act I would 
like to hear, seeing we agree to take them today. Do I understand this section 
carries or does not?

Senator McCutcheon: I would like it to stand until we can discuss it with 
the Minister of Finance.

The Chairman: As I understand it, it is not anything particularly in 
this section. It is the objective of the section you want to discuss?

Senator McCutcheon: That is right.
The Chairman: What is the view of the committee? Do you wish to carry 

this section or stand it?
Senator Isnor: Carry it.
The Chairman: I do not know whether I can secure the Minister of Finance, 

but maybe we can, for 2 o’clock.
Senator Leonard: I think that as Senator McCutcheon would like to have 

the Minister of Finance here we should stand it. We have stood other sections 
for the Minister of Industry.

The Chairman: I will endeavour to secure as well the Minister of Finance 
at 2 o’clock, but I know the Minister of Industry will be here at that time.

Senator McCutcheon: There is no particular urgency about getting this 
passed, is there? The law is in force now.

The Chairman: Except we are piling up a lot of work for the consideration 
of this committee. We have the Companies Act and about three or four private 
bills. We have bank bills in various stages.

Senator McCutcheon: We could go ahead with some of those.
The Chairman: We will not be sitting again until next Tuesday or Wednes

day. I know these provisions are the law now, so we are not interfering with 
the law. Let us try for 2 o’clock and see if the Minister of Finance will be 
able to attend as well.

We have stood section 25, and we have also stood section 13(7) until 2 
o’clock. Is that the wish of the committee?

Hon. Senators: Agreed.
The Chairman: Subclause 5, I meant, of section 13. It is adding subsection 

7 to section 71A of the act.
Senator Leonard: Did we deal with subsections 6, 7 and 8 on page 25?
The Chairman: On which?
Senator Leonard: On page 25?
The Chairman: We stood the whole section.
Whereupon the committee adjourned consideration of Bill C-91.

The committee resumed at 2 p.m.
The Chairman: We now have a quorum and we are resuming our hearing 

on Bill C-91. There are several questions to be put to the Minister of Finance, 
Mr. Gordon.

Senator Croll: Can you spare a minute to give us some background to 
this. Some of us had to be absent. What led up to this?
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The Chairman: The specific question that Senator McCutcheon wanted to 
ask was in connection with the companies that met the requirement of having 
a degree of Canadian ownership under the law of 1963, how much that was, 
did it amount to a substantial amount in dollars, and to what extent one would 
say the revenues of the country had suffered because of the way in which they 
were able to accomplish this without having any substantial investment in the 
equity of the companies. I think that was the sort of question, Mr. Minister. 
Is that correct, Senator McCutcheon?

Senator McCutcheon: Yes, what I was interested in was clause 25 of the 
bill which is a lengthy one, extending five or six pages, or maybe more. It sets 
out a new set of rules for defining the degree of Canadian ownership. Now a 
degree of Canadian ownership, if this bill passes, affects companies in two 
ways. If they do not have the required degree of Canadian ownership, their 
foreign shareholders pay 15 per cent withholding tax instead of 10 per cent, 
and such companies, for example companies engaged in manufacturing proc
esses, are not eligible for accelerated depreciation. The definition is a very 
complicated one and, frankly, I do not understand it, and I think I am not 
unique in that. The Act is becoming complicated. I want to inquire from the 
minister if we should not retain the definition of a year ago, which was an 
uncomplicated one, instead of this complicated definition, which is still further 
complicating the act. I suspect there are still loopholes in this definition, and 
if we go on like this we will have another long complicated definition next 
year. I want to know from the minister if there was a substantial number of 
companies taking advantage of the loopholes, which I admit existed in the 
former definition, how important those companies were to the economy, and 
what was the effect on the revenues. What I am suggesting Mr. Chairman, is 
that if the number of companies, the size of the companies and the effect on 
the revenue was not consequential we would be much better off to stay with 
the definition we had.

The Honourable Walter L. Gordon, Minister of Finance: Mr. Chairman and 
senators, I can assure Senator McCutcheon first of all that the Government 
felt that this was important. They felt that there were loopholes, important 
loopholes, and that these should be dealt with as soon as possible. If you 
remember the last time I had the honour of appearing before this committee, 
some honourable senators raised questions about certain companies which 
they felt were going to be excluded from taking advantage of this particular 
section. They felt that it was not perhaps the intention to exclude them, and 
I undertook at that time, which was late November, if I remember correctly, 
or early December, to review the individual cases again and to propose amend
ments in the next budget to take care of them if it seemed that this was the 
proper thing to do.

These amendments, among other things, do, I think, take care of most of 
the objections in difficult cases that honourable senators pointed out to me 
a few months ago, and that I undertook to do something about. That is one 
reason why I suggest we should not defer dealing with these particular 
amendments because to the extent that they are relieving they were in
troduced at the suggestion of this committee. I am grateful to you for bring
ing the matter to my attention last fall, as you did.

In addition to that, it was brought to my attention and to the attention 
o the Govermnent that it would be possible for certain companies—I will 
give you a simple illustration—to qualify as companies with a degree of 

anadian ownership by selling new issues of redeemable preferred stock to 
ana îans. Having done this, under the old definition the companies would 
ave qualified not only to pay the lower rate of withholding tax on dividends 

paya e to their shareholders, 100 per cent of whom in the case of the common
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stock could be nonresidents, but in addition they would be able to take 
advantage of the very generous incentives in the form of fast capital cost 
write-off.

Some companies, I was informed, did this. They did qualify by issuing 
redeemable preferred stock, but I was also informed by a number of lawyers 
and accountants that there were other companies which had noted this particu
lar way of avoiding these provisions but which did not move on it right away 
because they assumed that in the next budget these particular loopholes, if 
I may call them that, would be closed. I think this was drawn to my attention 
within a few days after I had appeared before you, or after the act was passed, 
and the first opportunity I had to indicate that the Government would prob
ably do something about this was in the course of a speech I made early in 
January. I had received so many queries about this that I indicated in the 
course of a speech that this would probably be dealt with in the amendments 
that would be included in the next budget.

I had invited members of the accounting and legal professions to give me 
the benefit of their practical experience in any revisions of this particular 
section, and I am very grateful to a number of them who really did a great deal 
of work, and who suggested various ways by which the clear intention of the 
Government could be avoided by various devices—devices by which it was 
possible to get around the section as it was then drafted.

At the same time they were very helpful in suggesting ways in which the 
section could be tightened.

I, like you, Senator McCutcheon, would feel a lot better if this had been 
drafted in one paragraph or, perhaps, a few more sentences. I was not satisfied 
with the suggestion that a very simple amendment should be introduced, and 
that the whole matter be left to the courts to decide, because it seemed to me in 
a case like this of a new idea, or a new concept or a new piece of legislation, 
that the Government should do its best to make its intentions clear, and that 
it should not be left for some considerable time for a decision to be reached.

Quite apart from everything else, it is the desire of the Government, and 
one of the expressed objectives of the Government, that wholly-owned subsi
diaries in this company should gradually make some of their stock available to 
Canadians. This is firm Government policy. It was repeated, if I remember, in 
the last budget to make sure there would be no misunderstanding on that score. 
I am not vain enough to think that I have convinced Senator McCutcheon and, 
perhaps, some others that this is a good thing, but at least the Government is 
completely consistent on it.

The Chairman: At least, we know it is your policy.
Hon. Mr. Gordon: That is good. I am glad to know it is the policy. That is 

why I do not think there is any more need to say anything further. That is the 
purpose of those amendments. I think I can speak for the Government in saying 
that we think they are necessary; otherwise I suppose we would not have put 
them forward; and we think they should not have been delayed.

When you ask me about the number of companies that might have got 
around the expressed intent of the Government if no amendment had been made, 
again I cannot specifically answer that, as I do not know. This was very widely 
discussed in professional circles and the feeling was that the expressed policy 
or intent of the Government would have been frustrated if this change had not 
been made.

Senator McCutcheon: Mr. Chairihan let me ask the minister another 
question. He stated the Government policy, and that is the Government policy. 
As I recall it, he did not introduce the resolution; it was done, I believe, by 
roguIation. When he brought down his budget in June last year he indicated 
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that the incentive for accelerated depreciation for manufacturing and processing 
companies—because it does not apply to companies in the service in other fields 
—was an incentive to produce employment, to reduce unemployment.

This bill makes no distinction between companies with a degree of Canadian 
ownership and those without a degree of Canadian ownership, in so far as the 
so-called designated areas are concerned. I wonder what the minister would say 
as to leaving the discriminatory withholding tax—and the minister knows my 
views on that and I do not have to elaborate them—but eliminating the 
discrimination as to accelerated depreciation. Surely, if the purpose of that was 
to increase employment, the minister should be happy to have employment 
increased, no matter who accomplishes it.

Hon. Mr. Gordon: In the first place, I must take exception to your 
word “discrimination”. Nothing is being taken away from anybody. Incen
tives are being offered. If you start off in a certain situation and, after this 
amendment, if you are just as well off as you were before, I do not feel 
that the word “discrimination” is a proper one.

Senator McCutcheon: Let us say the discrimination will be eliminated 
by this bill.

The discrimination otherwise would have existed in 1965.
Hon. Mr. Gordon: You are talking about—
Senator McCutcheon: The withholding tax.
Hon. Mr. Gordon: But you use the words to apply to both forms of in

centive and to that extent—
Senator McCutcheon: I will take back the word “discrimination”. I will 

ask you simply why is it less important to have—
Hon. Mr. Gordon: You are asking about policy of the Government as 

applied to the June 1963 budget. This bill, I would remind you, is merely 
amending certain of the provisions and it does not purport to offer any new 
incentives. The incentives offered in June 1963 were of two kinds, (1) those 
that applied for two years only to Canadian companies or companies with a 
degree of Canadian ownership. I think you are quite right that if they had 
applied to everybody, the incentives would have had much broader a base. 
But the fact is that these incentives, as far as I can tell, are having a very 
great impact on the economy. There is no doubt in my mind that this 
particular incentive of 50 per cent write-offs has had a lot to do with the 
increased business activity that has developed since last summer. I think 
that the fact that they were for two years only from June 1963 and that they 
were very generous or very broad in their application—both those factors 
have undoubtedly meant that certain expansion has gone ahead that would 
not have done so otherwise. I think this has had a fair amount to do with 
the improved situation in the country.

There were two objectives, one to get the economy into high gear, the 
other quite different, to persuade, if you like, the owners of wholly-owned 
subsidiary companies in Canada to make other stock available to Canadians. 
We felt, with the incentives that were offered across the country as a whole 
to Canadian companies—companies with a degree of Canadian ownership, 
that that would probably do the trick, except in these areas of slower growth- 
There we felt that there should not be—

Senator McCutcheon: Don’t use the word “discrimination.”
Hon. Mr. Gordon: I was not going to. There we felt that every possible 

inducement which is very different from discrimination—should be offered 
to companies to construct new businesses for those areas of slower growth- 
^delighted to be able to tell you that a number of companies are doinë 
this. I might even include a company that the senator was pretty intimately
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associated with at one time, that I am very hopeful will take advantage of 
these inducements to construct two new important developments in two sep
arate areas where the need is very great. I do not think I need to go 
farther. The president of the company has written to me about this. The 
letter has been published, and he has made statements about it, and he 
suggested that this was a pretty effective form of inducement. I think it is 
going to work out.

The Chairman: On that point, Mr. Minister, will you have another look 
at this question of accelerated depreciation from the point of view of com
panies qualified with a degree of Canadian ownership under the law as it now 
stands, who committed themselves to construction programs on the basis that 
they were entitled to the law, as it stood, on accelerated depreciation?

Unfortunately, when you made your changes in the law this year by this 
bill, some of them became disqualified; but they cannot cut short their pro
gram, and the ones who are here are those whose fiscal year which started in 
1963 ends some time in 1964; and since you make these provisions apply to 
the year 1964, and since their fiscal year ends in 1964, it is a 1964 taxation 
period. Therefore, they are going to find themselves without any right to take 
the benefits of accelerated depreciation. You have protected companies in the 
same relation to dividends. However, in relation to these benefits of accelerated 
depreciation in that period only the company was entitled to think as a matter 
of law that there should be the same concession. You do not need to make an 
amendment to the bill to do it; all you have to do is to rewrite your regulations, 
and anything you can do by exempting a dividend applies equally to exempting 
in a new application of this rule that you now have, and they are entitled 
to the benefit of it. They have embarked on it in good faith. Otherwise, you are 
doing a retroactive job of taxation, and we do not like retroactive taxation 
unless it is beneficial to the taxpayer.

Hon. Mr. Gordon: Mr. Chairman, I am impressed with your eloquence, 
and I must say that you are very persuasive. I do not think that you would 
wish me to do more than to say that I am always pleased to take a second 
look at anything.

The Chairman: I do not think that I have ever asked you to do more 
than that.

Hon. Mr. Gordon: I would be glad to discuss the matter further, but you 
will not interpret this to mean a promise?

The Chairman: I do not interpret it as other than an undertaking to have 
a good look at it.

Hon. Mr. Gordon: Yes, I will do that.
Senator McCutcheon: Mr. Chairman, we are running short of time, and 

I am not going to delay the minister, who has other commitments. Would 
the minister care to say—and I appreciate it is a short time since the legisla
tion came in, though it became substantially effective in June of last year, 
although the bill was not passed until December—what have been the results 
of these provisions designed to persuade companies controlled outside Canada 
to make a reasonable degree of equity participation available to Canadians?

Hon. Mr. Gordon: First of all, people waited until the bill was passed, 
which was on December 5, I think. Then it immediately became clear that 
some amendments of the kind that are before you now would almost certainly 
be required. The people who came to see me—and there was a number of com
panies—said they would certainly not make any decision one way or another 
until they found what amendments to the existing law were likely to 
emerge from the next budget. I have seen the number of companies who have 
indicated that they propose to comply with the stated objectives of the Gov
ernment and to make stock available to Canadians, but that they will wait
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until Parliament has finally dealt with the legislation before taking any definite 
steps. There is no immediate hurry from their standpoint.

The Chairman: The word “finally”, as you use it, Mr. Minister, is intri
guing.

Hon. Mr. Gordon: Perhaps that was the wrong word. I did say “Parlia
ment,” and I wanted to make it quite clear I included the Senate and your 
committee.

The Chairman: No, that is not what I mean. I thought in the same sense 
you could say the definitions we had last year for a degree of Canadian own
ership were final, to the extent any person who proceeded on the basis of those 
should have a sense of security.

Hon. Mr. Gordon: Yes, perhaps, but I do not think any of us who partici
pated in this discussion a year ago, including yourself, if I may say so, Mr. 
Chairman, were entitled to think the definition in the form it was in last year 
was final, because you, or various members of the committee, had already 
suggested changes, and I had undertaken to look into them. I am not prepared 
to say this is the last word on this legislation, because I do not think there is 
any finality in these matters.

The Chairman: No.
Hon. Mr. Gordon: But I would hope that perhaps when I have the pleasure 

of appearing before you next year it will be on another subject.
The Chairman: Whatever is the occasion that brings you here, we are 

happy the occasion occurs to bring you here.
Senator McCutcheon: We are all very happy about the relieving pro

visions, and we would hope the minister might be able to simplify the rest of 
the section.

In passing, I would just like to say, since you referred to a company with 
which I was associated some time ago, I think if the minister investigated the 
pressures on that company from provincial governments to develop timber 
limits they might otherwise lose, he might find the announcement of plans was 
merely fortuitous and was not nearly as tied in with these sections as he 
thinks. I do not blame the president of the company for writing to him. If I 
were president of that company I would be delighted to get this tax windfall 
that he is going to get.

Hon. Mr. Gordon: Well, he did not emphasize—
Senator McCutcheon: I am sure that he did not put that emphasis in his 

letter.
Hon. Mr. Gordon: He came to see me several times, and I think you are 

interpreting something you perhaps are not in a position to interpret any more.
The Chairman: I think there is a good principle you should follow in those 

things, Mr. Minister. That is: never question blessings; accept them.
Hon. Mr. Gordon: Thank you very much.
The Chairman: Thank you, Mr. Minister.
Now, honourable senators, do you want to hear Mr. Drury? I think Sen

ator McCutcheon had a couple of questions he wanted to ask. They had to do 
with the certificates, if any, which may have been issued under the manufac
turing and processing in designated areas legislation. Are you able to say to 
what extent operations in any of the designated areas have proceeded to a 
stage of commercial production short of the issuing of certificates? To what 
extent would you say people have taken advantage of the legislation and are 
m various stages which will lead to reasonable commercial production?

Hon. C. M. Drury. Minister oi Industry and Minister of Defence Production: I
am not sure, Mr. Chairman, how familiar honourable senators are with this 
legislation, but in fact it provides very simply that within a designated area
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a taxpayer who undertakes, within that area, a new enterprise, and this is 
defined, may avail himself of the rights to accelerated capital cost allowances, 
or an income tax holiday. This is a matter of right and does not depend on 
any discretion on the part of the Government or any official. He must, of 
course, obtain a certificate that in fact the definitions of the new enterprise 
have been met and that the enterprise began commercial operations within a 
period laid down in the act.

The first time then that a company has an interest in approaching the 
Government is first to ascertain what the law is all about, and to secure what 
kind of interpretations they can, and to try to ascertain informally whether 
the kind of operation envisaged is the kind to qualify for the income tax 
holiday and the accelerated depreciation.

The next stage of communication with the Government—and the first 
one is purely optional, if they have good lawyers they will not come to see 
the Government at all—the next stage, which might be considered perhaps 
the first stage, is just prior to filing income tax returns. They must obtain 
from the area development agency or the Department of Industry, a certificate 
that in fact they did enter into commercial operations, and in fact met the 
criteria of new enterprises. This certificate is required to support their claim 
for freedom from corporation tax. It is only needed then as a consequence 
of this act having entered into effect only last November. The regulations 
under it having been promulgated in January of this year no corporation 
income tax filing has had time to mature, and we have not yet been asked 
to issue any of these certificates. Consequently none have been issued, and I 
would not expect that we would issue any until just prior to the filing of 
corporate tax returns. The reason for that is that the act requires that the 
company will fulfil all these criteria during the fiscal period, and obviously 
one cannot issue a certificate in July in respect of their operations in August, 
September and the balance of the year. You have to wait until the end of 
the year before this certificate can be issued. So, as I said, none have been 
issued and it is unlikely that any will be until the end of the next year.

Secondly, I understand there is some interest in what companies, and the 
extent to which companies are taking advantage of this. On this the only 
information we have is in respect of corporations or enterprises seeking 
information and interpretations who voluntarily disclosed to us their plans 
and intentions. If they feel adequately advised they are able to read the law 
themselves and apply it, and they may not come near us themselves.

Consequently the area development agency will only be aware, not 
through information, but on the basis of its general intelligence, as to who is 
going to take advantage of this. It is conceivable that an enterprise could set 
up in a designated area, but come to the conclusion that even though they 
are in a designated area the balance of economic advantages lies in their not 
seeking to take advantage of this in purchasing used machinery, incorporating 
subsidiaries, etc. So apparently there may be new enterprises, or apparently 
new enterprises, or a new economic activity in a designated area, the manage
ment of which will not take advantage of this. We cannot say at this stage 
who will avail themselves of these provisions.

Senator McCutcheon: What the minister is saying, and I want to get 
this clear, is that there may well be industries going into designated areas 
who go in for reasons of their own economic advantage and the incentives 
have nothing to do with their going in there.

Hon. Mr. Drury: That is conceivable. I am just putting this forward as 
a hypothesis. I know of no instance.
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The Chairman: Senator, there is this illustration of it, that a company 
may decide to locate in a designated area with the intention of operating in the 
red for two or three years. It might say: “We want to carry on as a branch 
operation so that we can charge those losses against our general operations, but 
a tax holiday is of no benefit to us if we have no profits to go on a holiday 
with”.

Senator McCutcheon: Yes, but the other side of the medal is that they 
go into the designated areas not because they are designated areas but because 
it suits them to locate there.

The Chairman: It might suit them because there is a labour force there 
more readily available than elsewhere.

Senator McCutcheon: That, or for other reasons.
Senator Croll: Are they not playing so that they cannot lose? If they do 

all right then they take advantage of the—
Senator McCutcheon: No, no.
Senator Croll: Don’t they?
Senator McCutcheon: No.
Hon. Mr. Drury: It is hard to do both, I think, Senator. I think Senator 

McCutcheon has set forth a conceivable hypothesis—I suggest it is quite 
conceivable—that if there were economic advantages in establishing a new 
enterprise in these designated areas, the reason for their designation—namely, 
the failure of enterprises to go there—would not have existed.

The Chairman: Are there any other questions?
Hon. Mr. Drury: In respect of the response there has been I would say 

again that the only new enterprises of which we have knowledge are those 
which have declared to us their intention and, indeed, have discussed their 
plans with respect to what they intend to do. The total number of these is of 
the order of some 70 new enterprises in all of the 35 designated areas to date.

Senator Croll: Involving what?
Hon. Mr. Drury: We had a figure of $150 million of investment.
Senator Croll: $150 million of investment, and—
Hon. Mr. Drury: And a total employment of around 5,000.
Senator McCutcheon: Mr. Chairman, the minister knows my views, and 

I do not have to explain them here. I agree that it would be quite improper 
for him to disclose to the committee the people who have declared their 
intentions, and so on, but it was stated this morning by one of the officials 
that certain new enterprises were in commercial production in designated 
areas, although the official suspected that no certificates had been issued. The 
minister has confirmed that latter point. Now, could the minister tell us which 
companies these are that have gone into commercial production in the 
designated areas, and in which areas they have located?

The Chairman: Just a minute.
Senator McCutcheon: These companies are in business now.
Senator Croll: But no certificates have been issued.
Hon. Mr. Drury: No certificates have been issued, nor does one know 

whether they are going to be applied for. Until such time as a certificate is 
issued it would be just a guess on my part if I were to endeavour to say what 
the corporate policy is going to be, and what the income tax—

Senator McCutcheon: And what the motive was.
Hon. Mr. Drury: Yes, or what the motive was, or might have been.
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Senator McCutcheon: Then, can I ask the minister one more question? He 
will in due course be issuing certificates. Will he make public the names of the 
firms to which he issues certificates, and the areas in which they are operating, 
otherwise we have no basis for judging the effectiveness of this legislation 
at all.

The Chairman: I think at that stage, if Parliament is sitting, you will get 
the information.

Senator Croll: Does not a return have to be made under the act?
Hon. Mr. Drury: No, there is no return. The certificate does not disclose 

any information in relation to the payment of income tax. I would imagine there 
would be no objection to publication of a list of those corporations which had 
applied for a certificate, which merely states that they were in commercial 
operation.

Senator McCutcheon: That is, of those who applied. You may turn some 
down. It is those who obtained certificates in the areas that operate.

Hon. Mr. Drury: That is correct.
Senator McCutcheon: It is only on that basis that I wanted the minister 

here. In subsequent years, we will understand the benefit of this provision. 
For some years we cannot possibly judge the effectiveness of the incentive.

The Chairman: The minister has undertaken this.
Senator McCutcheon: Thank you.
The Chairman: We stood paragraph 7 of Clause 13 of the bill. Shall 

Section 25 carry?
Hon. Senators: Agreed.
The Chairman: Shall I report the bill without amendment?
Hon. Senators: Agreed.
Whereupon the committee adjourned.
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ORDER OF REFERENCE
Extract from the Minutes of the Proceedings of the Senate, Wednesday, 

May 13th, 1964:
“Pursuant to the Order of the Day, the Honourable Senator Hayden moved, 

seconded by the Honourable Senator Crerar, P.C., that the Bill C-92, intituled: 
“An Act to amend the Customs Tariff”, 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 Hayden moved, seconded by the Honourable 

Senator Crerar, 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.”

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Wednesday, May 20, 1964.

Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day 9.45 a.m.

Present: The Honourable Senators: Hayden (Chairman), Aseltine, Bouffard, 
Brooks, Cook, Croll, Davies, Farris, Fergusson, Flynn, Gelinas, Gershaw, Gouin, 
Hugessen, Isnor, Lang, Leonard, McCutcheon, McLean, Molson, Pearson, Power, 
Reid, Taylor (Norfolk), Thorvaldson, White, Willis and Woodrow. (28)

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

On Motion of the Honourable Senator Aseltine it was Resolved to report 
recommending that authority be granted for the printing of 800 copies in 
English and 300 copies in French of the Committee’s proceedings on Bill C-92.

Bill C-92, intituled: “An Act to amend the Customs Tariff”, was read and 
considered.

The following witness was heard: Mr. C. A. Annis, Director, Tariff Division, 
Department of Finance.

On Motion of the Honourable Senator Molson it was Resolved to report 
the Bill without any amendment.

At 10.10 a.m. the Committee concluded its deliberations on the above Bill.
Attest:

F. A. Jackson,
Clerk of the Committee.
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REPORT OF THE COMMITTEE

Wednesday, May 20, 1964.
The Standing Committee on Banking and Commerce to whom was referred 

the Bill C-92, intituled: “An Act to amend the Customs Tariff”, have in obedience 
to the order of reference of May 13, 1964, examined the said Bill and now report 
the same without any 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, May 20, 1964.

The Standing Committee on Banking and Commerce, to which was 
referred Bill C-92, to amend the Customs Tariff, met this day at 9.45 a.m.

Senator Salter A. Hayden (Chairman) in the Chair.
The committee agreed that a verbatim report be made of the 

committee’s proceedings on the bill.
The committee agreed to report recommending authority be granted 

for the printing of 800 copies in English and 300 copies in French of 
the committee’s proceedings on the bill.

The Chairman: Honourable senators, it is very difficult to see a principle 
in this bill except to collect money, and I should think the best way of 
dealing with it would be to proceed section by section. We have here today 
Mr. C. A. Annis, Director, Tariff Division, Department of Finance and Mr. 
J. Loomer, officer, of the same division. Mr. Annis, will you take up the 
burden?

Mr. C. A. Annis. Director, Tariff Division, Department of Finance: Honorable 
senators, as is always the case with tariff bills, the real substance of this is 
in the amendments to Schedule A of the Customs Tariff. There are upwards 
of 20 such amendments.

Your chairman already gave a fairly complete summary of those, in 
introducing the bill on second reading. I would be glad to run through the 
content of it again if that is considered desirable. Would you like me to run 
through the items or do you think it should be assumed that senators are 
familiar with it?

The Chairman: I think the first series of items arises out of the Tariff 
Board reports. I think the committee would be interested in having a short 
and concise statement.

Mr. Annis: The amendments which arise out of the Tariff Board’s 
reports are contained in Part I of Schedule A of the bill. What Part I does 
is implement a package of tariff changes which was negotiated for the pur
pose of implementing the recommendations which the Tariff Board made in 
two reports. One of those reports was a rather minor one relating to glass
ware and chinaware for decorating. It covered only about $1 million a year 
°f trade.

Senator Pearson: What do you mean by “negotiating”?
Mr. Annis: What I mean is that the items on which the Tariff Board 

Sported covered a group of items most of which were bound by the gap 
°Pened up during the previous trade negotiations under The General Agree
ment on Tariffs and Trade.

Senator Croll: In most cases, the United States?
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Mr. Annis: So that before it was possible to re-write the items it was 
necessary to have our commitments in that respect re-negotiated, and this 
was done in the winter.

Senator Croll: What are the items?
Mr. Annis: One can say, in generalizing, all the items in Part I of 

Schedule A. All of the items except three were as recommended by the Tariff 
Board, and resulted from the Tariff Board package. Those three were intro
duced as outside compensation in the conduct of the negotiations.

Senator Croll: How do you identify them?
Mr. Annis: They are not identified in the bill; but the Chairman did make 

remarks on this, and I will recapitulate. They referred to bread, montan wax 
and barytes. Those were the three items not referred to in the Tariff Board 
report, and introduced in the package in order to secure agreement with the 
United States, to secure their agreement to the changes regarding oil field 
equipment, and which have been recommended by the board and that the 
Government decided to implement. There will be no substantial change, and 
in any change there might be it would be a very slight reduction, but if 
any it would be so small that really in taking account of estimating revenues 
no adjustment was made.

The Chairman: These three items were really intended to be taken as 
sweeteners?

Senator Croll: Although, we were not giving up very much actually.
Mr. Annis: No, not very much. I might say that the changes affecting 

glassware and chinaware did not involve any increase on balance at all. In 
the changes in oil field equipment, there were some increases and some deduc
tions in duties. The view of our trading partners, in which we had no choice 
but to concur, was that on balance there was a slight increase in the rates 
involved in the oil field equipment, and that consequently a small amount 
of outside compensation was called for; so in the negotiations agreement which 
was reached there was included these three small items to which I have 
referred. In removing the duty from bread, I might say that bread imports 
are very small; in fact, it is a very trivial item in imports.

Senator Croll: What are the exports of bread, and to where is it 
exported?

Mr. Annis: A fair amount over the border at various points. Some right 
across to Ogdensburg, some in the Buffalo and Detroit areas, and smaller 
amounts to areas bordering on New Brunswick; and out west.

Senator Croll: A larger amount to New York State?
Mr. Annis: Yes; not as much as half the total, probably a quarter of what 

goes to the whole of the United States.
Senator Croll: And what raised the ire of the United States?
Mr. Annis: The fact that some Canadian bread was moving in. The total 

would not amount to more than $1 million a year. There are no statistics.
Senator Croll: It has been moving in there for how many years?
Mr. Annis: For a good many years; but there has been some tendency for 

the amount to increase somewhat in the last few years ; however, relatively 
the United States consumption of bread is still a mere drop in the bucket.

The Chairman : The particular places to which bread goes—Senator Croll 
got upset such as Buffalo and Ogdensburg.

Mr Annis: Yes. At Buffalo some of the bread truck drivers got exercised 
a out it and raised quite a fuss. Montan wax may be a derivative of a refining 
operation from lignite petroleum, and is used in the production of carbon paper.
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It is an alternative to some other types of wax, which were already free of duty; 
and the effect of the change here in removing the duty from montan wax is to 
put it on a basis of equality with waxes with which it is competing in Canada.

Senator Croll: What did we give up that was vital or important in this
bill?

Mr. Annis: I would say that we did not give up anything which was 
important in a trade sense. Removing the duty from bread was important in a 
presentational sense, in that the United States already had free entry of bread. 
Some imports were removed from Canada into the United States, and while the 
volume was modest it led to a certain amount of agitation there, and they were 
able to beat us over the head because Canada imposed a duty on bread. We have 
since taken it off, and this has removed the stick to beat us with. I think this 
has been a real help in dealing with public opinion and the agitation that had 
arisen in parts of the United States, particularly in New York State.

Senator Croll: We negotiate with the government of the United States?
Mr. Annis: Yes.
Senator Croll: What would have happened if the governor had not vetoed 

that bill and the bill passed by the legislature had legislative effect?
Mr. Annis: If that bill had not been vetoed it would have meant that no 

bread could be sold in New York State unless it either had been produced there 
or had been produced, let us say, under the supervision of the health authorities 
of New York State. There is a presumption that Canadian bread had not been 
able to meet those qualifications, and would have been excluded. This would 
have been a real source of embarrassment to Washington. However, they, like 
ourselves, have a little problem in conflicts of jurisdiction, and I suspect the 
result would have been that Canadian bread would not have gone into New York 
State, and the Washington government would have been saying it was embar
rassed about this but that, while they were sorry, there was nothing they could 
do. I am expressing a personal view.

Senator Reid: What about item 683?
Mr. Annis: Item 683 relates to Barytes. Sometimes this is called baryte, 

or sulphur spar. Technically, I think they call it barium sulphate. Barium is a 
metal, and barium sulphate is a sulphate of that metal which is found in various 
places in the world. It may be found in limestone veins or decomposed lime
stones. It is used for a number of purposes. We should distinguish between the 
two. One purpose is in the production of drilling mud or drilling oil wells, and 
for that purpose it was already—and for some years has been—free of duty. 
Free entry is preserved under this new bill.

Senator Davies: I notice that for item 196, newsprint paper, the general 
tariff is 25 per cent. Is that imported from the United States?

Mr. Annis: Very little is imported.
Senator Davies: We do not import any newsprint from the United States, 

do we?
Mr. Annis: We do not import any significant amounts of newsprint 

from any country. The purpose of this change was to clarify the fact that 
newsprint is free .of duty under both the British preferential and the inter
mediate tariff. There has been some confusion previously because of the 
GATT provision, and people got the mistaken impression that newsprint was 
dutiable. The other group of uses of barytes is in certain manufacturing 
operations. In one it is used as a component of paint; and it is used in 
combination with some other chemicals too. It is used to make lithophane. 
ft is also used in the manufacture of glass and as a filler for paper. For these 
Purposes barytes had been dutiable at 25 per cent prior to the introduction
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of this bill. The effect of this is to reduce that rate of duty under the m.f.n. 
tariff from 25 to 20 per cent. This is regarded as an adequate level of protec
tion for the Canadian producers of barytes. At the same time, for those who 
need special qualities this reduction will enable them to bring it in at a 
little lower rate. The third purpose is to help sweeten the package and 
secure agreement with the Americans on the oil field package. We have had 
no complaints at all from the producers about this rather modest reduction.

Senator Molson: Is there any substantial production of barytes in 
Canada?

Mr. Annis: Yes, although I have not the actual statistics here. We do 
know it is produced in a number of places in the west, primarily for use 
as a component of drilling mud.

Senator White: Is barytes somewhat like talc?
Mr. Annis: It has some similarities.
Senator White: Talc is used in many of the products you mentioned.
Mr. Annis: Yes, and in fact bentonite is used with barytes. Barytes and 

bentonite may be used, together with some other additives, in the production 
of drilling mud.

Senator White: Is there a tariff on talc coming into this country?
Mr. Annis: Yes. The basic rate on talc, not otherwise provided for, is 

15 per cent, but for some special uses it is 5 per cent.
Senator White: That would be 15 per cent from the States?
Mr. Annis: Yes, from the States.
The Chairman: The next group of items appears in section 1(b), and 

there are no tariff increases there.
Mr. Annis: Yes, sir, that is right. In section 1(b) there are about a 

dozen amendments. Four really provide for extending into 1965 or 1966 exist
ing free entry provisions which would otherwise terminate on July 1. The 
most important relate to aircraft and aircraft engines of a type or size not 
made in Canada. There are some other items which are relatively less 
important.

Senator Bouffard: Is there any increase in the tariff rate for the import 
of whiskey, gin, rum, etc.?

Mr. Annis: No tariff increase. The change which is made does not affect 
the rate of duty as such, but it does indirectly affect the amount of duty 
collected in some cases. When whiskey, rum, etc. are imported in bottles, 
regardless of the size of bottle, duty will be collected on the actual contents 
or amount of beverage. Under the old arrangement if it was imported in a 
certain size of bottle the duty would be collected based on a standard content. 
For instance, if it was imported in a bottle of 26 f ounces the duty was 
collected at that rate. However, if it was imported in a 25-ounce bottle the 
duty paid was as on a 26§-ounce bottle under the old arrangement.

Senator Brooks: Do we get these aircraft parts from the United States, 
or Great Britain and other countries?

Mr. Annis: Almost entirely from the United States, sir.
Senator Brooks: Do we manufacture any large quantity of parts in 

Canada?
Mr. Annis: Of oil field equipment?
Senator Brooks: These items we are discussing now.
Mr. Annis: You are speaking of the aircraft now?
Senator Brooks: Yes.



BANKING AND COMMERCE 11

Mr. Annis: Yes, a certain amount. The item we are speaking of now 
that provides for free entry is confined to parts of a type or size not made 
in Canada. So if one is thinking of the free entry provision it relates to prod
ucts not made in Canada; but there are certain other parts and components we 
do make. We make certain types of aircraft and certain parts and components 
of those. One general comment might be worth making, and it is this, that in 
the field of aircraft production it just is not possible to produce aircraft eco
nomically for the Canadian market alone, and if an aircraft is to be produced 
in Canada it has to be produced for a market wider than Canada alone. For 
that reason there are certain types of aircraft we do not produce at all, 
whereas there are some types we produce in substantial volume for both the 
Canadian and export market.

Senator Reid: What kind of material is drilling mud?
Mr. Annis: Once upon a time it was just what it said, a mixture of local 

earth and water; but as oil drilling has become more sophisticated oil drillers 
have found it best to tailor make their mud. They will use a combination of 
components in it, bentonite, barytes and some other chemicals. They even 
use asbestos fibre.

Senator Reid: Is it imported?
Mr. Annis: Yes, but most is made locally, where the drilling operation is 

taking place.
Senator Davies: Does anything coming under the British preferential 

tariff have to be made in Britain?
Mr. Annis: It has to be made in the Commonwealth countries and have 

50 per cent Commonwealth content, but not necessarily from Britain.
Senator Davies: Not actually manufactured in Britain itself?
Mr. Annis: No.
Senator Davies: What about the most-favoured-nations countries, are they 

Commonwealth countries?
Mr. Annis: They include all the Commonwealth countries which get still 

more favourable treatment under the British Preferential Tariff; but in addi
tion it applies to almost all the world, all of the members of the General 
Agreement on Tariffs and Trade, which includes the chief trading countries and 
a number of others. In general, the only countries to which it does not apply 
are a few ex-satellites—East Germany, Bulgaria, and a few other countries of 
that sort.

Senator Isnor: Regarding section 3, does that mean that no matter when 
the goods were imported, whether they were placed in the warehouse a year 
ago or more, they still are subject to the duties as outlined in this bill if taken 
out of the warehouse today?

Mr. Annis: Yes. Saying the same thing in different terms, it means, as 
is usual with budget tariff resolutions, that the provisions come into effect on 
midnight of the night following the budget. The new rates apply from that 
time.

The Chairman: The only other item in the bill is this drawback item, is 
it not?

Mr. Annis: Yes. This drawback item, Schedule B, replaces a previous 
Provision and, again, it is a bit of a relieving provision. It arises from the Tariff 
&oard report on glassware and provides for a drawback of 60 per cent of the 
20 per cent duty that otherwise would apply on machine-made tumblers if 
they are used for production in Canada of cut or decorated glassware. This 
results in a net rate of 8 per cent, and replaces a previous provision providing 
*0r a rate of 10 per cent.
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The Chairman: Are there any other questions?
Senator Thorvaldson: I asked a question in the house the other day with 

regard to the regulations that are referred to. I wonder if we might have some 
explanation as to the extent of those?

Mr. Annis: This applied to the aircraft item, did it?
Senator Thorvaldson: Yes, it did.
Mr. Annis: In fact there aren’t any regulations under that item. Provision 

was made in the statute some time ago for regulations, apparently in the thought 
they might be necessary. It has been continued under this present act, but in 
fact there are no regulations. I might add that in some respects aircraft is like 
certain other items where regulations are called for. If one looks at the item, for 
example, covering ships, you find provisions for regulations and there are 
regulations covering coasting, etc.

Senator Reid: On page 4 of Schedule A we see “Feeds for use exclusively 
in the feeding of trout. On and after July 1, 1966.”

Mr. Annis: I think this item originated in the reverse way. Until provision 
was made for feed for trout, this item came under the general basket item. 
Several years ago representations were received by the Government to the effect 
that no satisfactory feed for trout had been developed in Canada. These rep
resentations came particularly from British Columbia, and on checking it was 
found that Canadian fish feed producers, while producing other items, agreed 
they had not been able to develop a satisfactory feed for fingerling trout, and 
they had no reason to oppose a provision for free entry for a temporary period- 
That provision was made for one year, which is to end July 1, this year, and 
on rechecking it has been found that the section remains as it was a year ago. 
The Canadian fish feed producers still recognize they haven’t a satisfactory feed 
for this purpose. The people in British Columbia still want continued free entry 
of American feed. This contains that provision for a further two years. It may be 
that in the meantime Canadian suppliers will be able to supply this.

Senator Molson: Item 696a—moving picture films, etc. In the comparative 
schedule in our Minutes, there is no rate set out.

Mr. Annis: This arises from a printing error where the last two or three 
lines which should have appeared there were left off. In addition to what you 
have there, there should be another line or two referring to these goods entering 
under these conditions when certified as educational, scientific and cultural 
materials and providing for free entry. I might say the effect of the amendment 
is to provide free entry for video tape recordings for educational purposes. It 
will then be on the same rates as films.

Senator Molson: Of course for commercial purposes they are still under 
tariff?

Mr. Annis: Yes.
The Chairman: Shall I report the bill without amendment?
Hon. Senators: Agreed.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, May 20th, 1964.

“Pursuant to the Order of the Day, the Senate resumed the debate on the 
motion of the Honourable Senator Lang, seconded by the Honourable Senator 
Cook, for second reading of the Bill C-94, intituled: “An Act to amend the 
Estate Tax 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 Lang moved, seconded by the Honourable Senator 
Cook, 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.”

J. F. MacNEILL, 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Thursday, May 21st, 1964.

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), Baird, Beaubien 
(Bedford), Connolly (Ottawa West), Crerar, Davies, Fergusson, Flynn, Gershaw, 
Hugessen, Isnor, Lang, Leonard, McLean, Molson, Pouliot, Reid, Smith (Kam
loops), Taylor (Norfolk), Thorvaldson, Walker, Willis and Woodrow.—(23).

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

On Motion of the Honourable Senator Leonard, Bill S-6 was referred to a 
later meeting.

On Motion of the Honourable Senator Woodrow it was Resolved to report 
recommending that authority be granted for the printing of 800 copies in 
English and 300 copies in French of the Proceedings of the Committee on 
Bill C-94.

Bill C-94, intituled: “An Act to amend the Estate Tax Act”, was read and 
considered, clause by clause.

The following witnesses were heard:
E. H. Smith, Taxation Division, Department of Finance.
W. I. Linton, Administrator, Estate Tax, Succession Duties and Gift Tax, 

Department of National Revenue.
J. L. Gourlay, Legal Division, Department of National Revenue.
A. L. DeWolf, Legal Division, Department of National Revenue.

On motion of the Honourable Senator Leonard it was Resolved to report 
the Bill without any amendment.

At 10.00 a.m. the Committee adjourned to the call of the Chairman.

Attest:
F. A. Jackson,

Clerk of the Committee.
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REPORT OF THE COMMITTEE

Thursday, May 21st, 1964.
The Standing Committee on Banking and Commerce to whom was referred 

the Bill C-94, intituled: “An Act to amend the Estate Tax Act”, have in obedi
ence to the order of reference of May 20, 1964, examined the said Bill and now 
report the same without any amendment.

All which is respectfully submitted.
SALTER A. HAYDEN, 

Chairman.
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THE SENATE

STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Thursday, May 21, 1964.

The Standing Committee on Banking and Commerce, to which was 
referred Bill C-94, to amend the Estate Tax Act, met this day at 9.15 a.m.

Senator Salter A. Hayden (Chairman) in the Chair.
The committee agreed that a verbatim report be made of the 

committee’s proceedings on the bill.
The committee agreed to report, recommending that authority be 

granted for the printing 800 copies in English and 300 copies in French 
of the committee’s proceedings on the bill.

The Chairman: We have a quorum. Bill C-94 is before us, and we have 
a representative from the Department of Finance, Mr. E. H. Smith, Taxation 
Division; and members from the Department of National Revenue, Mr. 
W. I. Linton, Administrator, Estate Tax, Succession Duties and Gift Tax, 
Mr. J. L. Gourlay, Legal Division, (Prosecution Collections), Mr. A. L. deWolf, 
Legal Division (Opinions and Regulations).

Senator Leonard: Mr. Chairman, may I interrupt for a moment? On the 
notice paper appeared also a bill respecting the Bank of Western Canada, 
and I thought we might dispose of it at this time if I ask that it stand.

The Chairman: Bill S-6 stands.
Perhaps the four gentlemen will come forward. I think in a bill like this 

we should proceed section by section, and get the explanations as we go along. 
Who is going to be the spokesman? Mr. Smith is going to do so. Perhaps 
you will give a brief explanation of section 1, Mr. Smith.

Mr. E. H. Smith, Taxation Division, Department of Finance: Mr. Chairman 
and senators: The committee will observe that the underlined words “or 
income from” are the only addition to the section. This subsection is one of 
many subsections which bring into tax various kinds of property so as to 
include them in aggregate net value. The change is merely to make sure 
that the words now in the law, “any interest,”—in a settlement with a 
reservation of benefit—will extend in every province to the case where there 
is income to the settlor during his life. The present words are quite good 
enough for nine provinces of Canada, but under the Quebec Civil Code it 
has been held I believe, that the settlor does not have an interest in property, 
and therefore it is necessary to make the law uniform throughout Canada 
including Quebec, and to add the words “or income from” such property.

Senator Reid: Have you had trouble with these words?
Mr. Smith: That is correct.
Senator Leonard: In just the one province?
Mr. Smith: Yes.

7
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Senator Thorvaldson: Has the matter gone to the courts?
Mr. Smith: No.
Senator Crerar: How much are you losing or gaining by the change?
Mr. Smith: Very little I think. Perhaps I could ask Mr. Linton.
Mr. Linton: In a sense, not anything, because until just recently we 

interpreted the section as it stands to mean in all ten provinces what it 
means in the other nine, and it was discovered in this one case that, as Mr. 
Smith said, having the income does not, in Quebec, give an interest in the 
property. In the case that arose, as it happened, the property was also taxable 
under another section. So in fact little revenue has been lost. And little is 
likely to be gained.

The Chairman: This is precautionary, then; you won’t lose anything?
Mr. Linton: That is right.
The Chairman: Shall the new subsection 1 of section 1 carry?
Hon. Senators: Carried.
The Chairman: Subsection 2 of section 1, Mr. Smith?
Mr. Smith: Mr. Chairman, this is the section that is designed to block a 

tax avoidance device that Senator Lang referred to in the Senate chamber. 
Perhaps it might be worth while going over the device again briefly?

The Chairman: Yes.
Mr. Smith: This amendment adds a special provision to defeat a tax 

avoidance device involving the use of an insurance policy linked to an 
annuity. Generally speaking, insurance is only taxable if it is owned by the 
deceased. In this case the testator forseeing his death, especially if he is in 
extremely bad health and otherwise uninsurable, can arrange with an 
insurance company or with some insurance companies, at least, to take out 
a policy on his life on condition that he also takes out a single premium 
annuity for an amount somewhat in excess—about 10 per cent in excess— 
of the face value of the insurance. His wife or other beneficiary will own 
the insurance. He would pay, let us say, $110,000 for a single premium 
annuity, and she would take out a $100,000 insurance policy on his life. When 
he dies a few months later the $100,000 insurance policy is not taxable and 
$110,000 has been subtracted from the estate. The idea of this amendment is 
that in this case the insurance policy will, in spite of the fact that it is not 
owned by the deceased, be taxable; but as a measure of relief, if it so happens 
that the face amount, of the insurance policy is worth more at the time of 
the death than the net value of the annuity—and by that I mean the amount he 
has paid for the single premium less any annuity out-payments up to the 
time of his death—the section will include in aggregate net value the lesser 
amount. This alternative is just a minor addition to avoid any possible 
hardship where the deceased in fact lived a considerable time and the annuity 
out-payments were in effect included in his estate. We don’t want to tax him 
twice.

The Chairman: As I understand it this amendment would bring into tax 
any situation where a person who died had an annuity and where some person 
else had a policy on his life?

Mr. Smith: No, as I understand it, sir, this is to apply only when the two 
can be linked together.

The Chairman: But the difficulty in the past that has led to this amendment 
as I understand it, was that you were not able to link them. You could establish 
the fact that an insurance company had issued an annuity to Mr. X who was 
uninsurable. You could establish the fact that maybe his daughter had bought
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a policy on the life of her father from the same company. But, my under
standing was that you were not able to establish that they were related in the 
sense that one was contingent on the other being done.

Mr. Linton: You could establish it, but without some section such as 
this you could not reach it by the Act. The present amendment only extends 
to those contracts which are issued, one conditional upon the other.

The Chairman: It says “expressed or otherwise”.
Mr. Linton: I do not think it will ever be difficult to establish that the 

insurance is contingent upon the annuity purchase. This could always be 
ascertained, but even if it was ascertained there was no way of reaching 
it by the act as it stood.

The Chairman: Do you mean there was no way of ascertaining that this 
was or was not planned to reduce the estate?

Mr. Linton: I think we could do that, but to impose tax on it seemed to 
be beyond our power.

Senator Leonard: I take it that if this type of transaction has been 
effected by a man not yet dead this amendment will touch it on his death? 
It is retroactive to the extent that such a transaction which has now been 
accomplished will come under the section in respect of a man not yet dead?

Mr. Linton: Only if the contract was entered into after Budget night 
on March 16.

Senator Crerar: It will not affect anything beyond that?
Mr. Smith: That is in the application section, Senator.
Senator Crerar: Is the evil this is designed to cure widespread?
Mr. Smith: We think there might be a hundred policies or so, and we 

have had some indication since the Budget that more were in process.
Senator Crerar: They would be substantially large policies, I take it?
Mr. Linton: Generally, although not always.
Senator Connolly (Ottawa West) : Mr. Chairman, is there any possibility 

of taxing a transaction like this under the gift tax section?
Mr. Linton: We have never thought so.
Senator Connolly (Ottawa West): That is, as a benefit conferred? Per

haps there are technical reasons.
Mr. Linton: I think there are technical reasons.
The Chairman: It might end up by not being a benefit because the person 

who bought the annuity, although uninsurable, might live a long time after 
he took out the policy, and on his death there would be nothing of value 
left, or very little.

Mr. Smith: We did consider attacking this through the gift tax, but we 
thought that that was not the best way of doing it.

The Chairman: Carried?
Hon. Senators: Carried.
The Chairman: Subsection (3) of section 1 of the bill; this is where you are 

adding the words “or income from” in relation to marriage settlements. This 
has particular application in the Province of Quebec?

Mr. Smith: That is correct, sir.
The Chairman: Carried?
Hon. Senators: Carried.
The Chairman: Subsection (4).
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Mr. Smith: This is a relieving section. Subsection (4b) of section 3 of the 
act presently provides that there shall be included in the value of the estate 
of the deceased as a death benefit—it is as a death benefit that it is included— 
the value of the proceeds of a policy of insurance effected on his life in the 
course of his employment, except to the extent that the proceeds were pay
able to the employer. This amendment provides further exceptions to this rule. 
The additional exceptions are where the proceeds of the policy were payable 
to a subsequent employer—we found we had not covered that—or where they 
were paid to an individual or corporation not related to the deceased in any 
way, and where the policy, having been assigned to the deceased, was not 
reassigned to the employer of the deceased, or to the proceeds of a fund 
established to pay pensions or death benefits. This is a relieving amendment.

What happened was that the act generally taxed death benefits, but when 
it was originally passed it did not include this kind of policy, and when the act 
was amended to include it it was found that the net had been cast a little 
too wide and it was catching some things we did not want to catch. This is 
a retreat from that.

Senator Crerar: This will increase the revenue?
The Chairman: No, just the opposite. It will decrease the revenue.
Senator Crerar: Well, I think the more of it for that.
The Chairman: I thought that would please you.
Senator Connolly (Ottawa West): Is this the case of where an employer 

pays a premium on a policy on the life of an employee and then the employee 
has the policy assigned to him? Is this the situation?

Mr. Linton: This is a situation that under the present law falls under this 
section, and this amendment removes it, though it may fall under another 
section.

Senator Connolly (Ottawa West): The employer is the owner of a policy 
on the life of the employee, presumably an executive of the company whose 
life is insured so as to take care of any trouble that might result after his death 
in getting a suitable replacement, or for whatever purpose they want to use 
the money—

Mr. Linton: As long as it is payable to the employer it is not taxable, but 
under the present act unamended if the employee leaves the employment and 
acquires the policy it is still taxable no matter what he does with it. Under 
the amendment, if he acquires the policy and then assigns it to his wife and 
lives for three years it escapes tax. This is one of the two main things the 
amendment is designed to do.

Senator Connolly (Ottawa West): Or if he assigns it to a subsequent 
employer?

Mr. Linton: Yes, or if the employee assigns it to a subsequent employer.
Senator Connolly (Ottawa West): What about the case of the original 

employer who owned the policy and paid the premiums and who assigned it to 
the employee who left his employ and went to another company and who then 
reassigned it to his new employer? Who would then own the policy? I suppose 
the present law would apply from there on too?

Mr. Linton: The present law would tax that, but I think that it would not 
be taxable under the amended section. That is relieved.

Senator Leonard: I take it that the life insurance companies have had an 
opportunity of making representations to the department or to this committee 
with respect to any of these amendments affecting life insurance policies?

Mr. Linton: Yes. This amendment is really pursuant to representations that 
have been made by them with respect to the excessive hardship imposed by 
the present section. This has been discussed with them.
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Senator Isnor: Mr. Chairman, I would like to carry that a little further. I 
understand the first part of the explanation with respect to group insurance, 
but on the death of an employee that amount is sometimes placed to the credit 
of group insurance and thus naturally lessens the premium for future years. 
Has that any connection whatsoever with this clause?

The Chairman: If an employee who is part of a group insurance policy 
leaves?

Senator Isnor: Yes.
The Chairman: And he does not take—
Senator Isnor: Yes, the employer has the say as to whether that remains 

as a payment on the next premium.
The Chairman: If he does not take anything with him he has not anything 

that is of benefit to him.
Senator Isnor: I am thinking of the employer’s position.
The Chairman: It subsequently goes to reduce the cost of the insurance.
Senator Isnor: Yes, and that enters into the profit and loss statement.
The Chairman : We are not dealing with that here.
Senator Isnor: It is still an asset.
The Chairman: It is an asset of the company.
Senator Isnor: Yes.
The Chairman: But it is committed to this group insurance plan. Mr. 

DeWolf, have you any comment to make on that?
Mr. DeWolf: As I understand it, that will reduce the premium for the 

next year in the case where the employer is required to pay the premiums. 
Anything that is left over would reduce the premium.

The Chairman: Yes, it would not enter into the matter of the estate. 
Carried?

Hon. Senators: Carried.
The Chairman: Now, subsection 5, at the top of page 3.
Mr. Smith: This amendment also is designed to look after a case that 

arose in the province of Quebec. It has to do with community of property. 
It provides that when a husband and wife are in community of property and 
a disposition—let us say, a gift—has been made out of that property before the 
death of either of the two spouses, the disposition shall be deemed to have 
been made by each of them according to his or her share in the community 
of property. At the moment, if the husband dies, let us say, within three years 
of making the disposition, the gift, the whole of the gift will be taxable in 
his estate. On the other hand, if the wife dies first, as the law now stands 
nothing would be taxable.

Under the Old Dominion Succession Duty Act and under the Quebec suc
cession duty law this is not the case.

What we are attempting to do here is to make the federal estate tax 
conform with the Quebec law so that no matter which spouse dies first, the 
disposition will be taxed on the estate of whoever dies according to his share 
in the community of property. If it is a 50-50 share, then 50 per cent of the 
gift I was referring to would be included in the estate of the wife, if she died, 
or 50 per cent in the estate of the husband if he died.

Senator Smith (Kamloops) : Is that the situation in all the other provinces 
except Quebec at the present time?

Mr. Smith: Yes—well, there would not normally be community of prop
erty. The problem does not arise in other provinces.

Senator Smith (Kamloops) : I am thinking of an equity of 50-50.
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Mr. Smith: There is a joint property provision in the law, but this is 
not the one.

Senator Leonard: Is this sharing in the community easily capable of 
ascertainment?

Mr. Linton: Yes, that offers no difficulty.
The Chairman: Shall subsection 5 carry?
Hon. Senators: Carried.
The Chairman: Subsection 6 simply deals with the coming into force date 

of the various provisions we have looked at. Carried?
Hon. Senators: Carried.
The Chairman: Section 2 of the bill, Mr. Smith.
Mr. Smith: Yes, this is a relieving provision too, Mr. Chairman. Perhaps 

I should go back a little bit. Honourable senators may recall that Section 7 
of the act provides that where a testator leaves a gift to a charity, the Govern
ment of Canada or certain other bodies, there is a deduction from his estate, 
but this has to be an absolute gift. Where a gift is made subject to a power 
to encroach—

Senator Davies: A what?
Mr. Smith: Where a gift is made subject to a power to encroach—if the 

widow, for example, is given the power to encroach on the capital—then this 
is not an absolute gift and only in certain circumstances can the gift be 
allowed as a charitable deduction, let us say, in the husband’s estate. This 
provision here is designed to make the present exceptions a little broader.

At the moment when a widow renounces her right to encroach within two 
years it is possible to allow the amount of the gift to the extent it has not 
been encroached on, as a deduction in the estate of the husband. But cases 
have arisen where a widow died within two years without having made up 
her mind to renounce and, in effect, of course, she has renounced by the very 
act of dying and, therefore, it is only proper to give relief in such a case.

Senator Leonard: Have you given any consideration to lengthening that 
period of two years? Does not that seem somewhat on the short side?

Mr. Smith: I think this was considered in 1962 when this whole question 
was gone into very carefully, the question of being a little more generous 
about the allowance of a charitable gift where there was a power to encroach, 
and at that time the decision was to extend it from one to two years.

The Chairman: To the extent the widow may have encroached within 
the two years and then she renounced, that amount of encroachment is added 
to the value of the estate, is it not?

Mr. Smith: Yes.
The Chairman: So if you made it three years instead of two years your 

revenue would not suffer by reason of that?
Mr. Smith: No.
Senator Leonard: It is probably an administrative matter, is it not? You 

want to know where you stand?
Mr. Smith: Yes, an executor wants to know where he stands too.
The Chairman: Carried?
Hon. Senators: Carried.
The Chairman : Subsection 2 deals with the coming into force date. Carried?
Hon. Senators: Carried.
The Chairman: Section 3 of the bill.
Mr. Smith: Mr. Chairman, I think Senator Lang gave a very clear 

exposition of this in the chamber. This has to do with the federal-provincial
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arrangements. Previous to this amendment the situation was that there were, 
shall we say, two regimes in the provinces. There was one where seven prov
inces levied no duty and they received instead a payment from the federal 
Government equal to half the duty the federal Government received in 
respect of estates of persons dying in those provinces or property situated 
there.

In the other three provinces there was an abatement from the federal tax 
otherwise payable of 50 per cent. It was proposed last November, at the federal- 
provincial conference, that the 50 per cent should be changed to 75 per cent, 
and the sharing should be on a 75-25 basis. The provinces of Ontario and 
Quebec, who are presently having their tax systems investigated by com
mittees, said in effect they would prefer not to change their rates to move 
up to take advantage of this extra 25 per cent room, but they would rather 
get a payment instead equal to the 25 per cent. In order to accommodate that 
point of view we now have three regimes. We have the case where seven 
provinces levy no tax and get a 75 per cent payment, an abstention payment, 
if you like. Then there is the case of British Columbia which has moved up 
its rates and which will get no payment, but in that province there will be a 
75 per cent abatement. The old 50 per cent abatement will still apply to Ontario 
and Quebec, plus the 25 per cent abstention payment. So it is necessary to have 
a complicated amendment to keep in the old 50 per cent and to add the 25 per 
cent for a designated province. The province to be designated by regulation 
will be British Columbia at the present moment.

The Chairman: And the prescribed province is?
Mr. Smith: A prescribed province is the province of Ontario and the 

province of Quebec. British Columbia is still prescribed for 50 per cent, but is 
designated for 25 per cent.

The Chairman: They have moved their rates up?
Mr. Smith: Yes.
The Chairman: Is that clear?
An Hon. Senator: Clear as mud.
The Chairman: If there are no questions, carried?
Hon. Senators: Carried.
The Chairman: You are dealing with the situs of shares in subsection 3. 

That is a little complicated too, is it not?
Mr. Smith: Yes. If the last one is as clear as mud, I do not know what 

we will do with this one.
The Chairman: We will import a little barytes, which we have heard 

about in our customs considerations lately. It is a sort of drilling mud, and 
perhaps we could drill through this to some understanding with it.

Mr. Smith: Perhaps I could start off, and if I get into difficulties Mr. 
Linton is always very good on this business of situs.

Honourable senators may recall or may have heard of a tax avoidance 
device which existed under the act before it was amended in 1962. This arose 
because of the differential I referred to a minute ago between a province 
where there was no abatement and a province where there was a 50 per cent 
abatement. The situs rule in the act for shares is that if the shares are 
transferable in the province where the deceased is domiciled, and it is a 
Prescribed province, for federal purposes they will be considered to be situated 
there and there will be an abatement in respect of the tax on those shares. 
Lut if there is no transfer office in the province where the deceased is 
domiciled then there are certain other rules to determine where the shares 
Would be.



14 STANDING COMMITTEE

Perhaps, Mr. Chairman, I should describe the way it would work with
out this amendment. If the deceased was domiciled in say Alberta, a province 
where no tax is levied and if there was no transfer office in Alberta, the 
shares would be considered to be where the nearest transfer office was. If 
a testator has set up a personal corporation to hold his assets and then 
arranged that there would be no transfer office in his province of domicile, 
Alberta, but also arranged that there would be two transfer offices else
where, one in British Columbia and one in Ontario, the way it could work 
is that when his estate was being assessed the assessors would look to the 
nearest transfer office, which would be British Columbia, and they would 
allow a 75 per cent abatement in respect of the tax on the shares of this 
estate. Then presumably the representative of the estate would make sure 
that the shares were not transferred in British Columbia, which levies a tax 
at roughly 75 per cent of the federal tax, but would make sure he transferred 
them in a province where there was a tax that is equal to 50 per cent of 
the federal tax; that would be Ontario—or Quebec. In that case the tax he 
would pay to the province would be two-thirds of the tax that he would 
have paid to British Columbia. So he would get the higher federal abate
ment, but he would have paid the lower provincial tax. This would be unfair 
to the province of British Columbia. Either British Columbia would lose 
revenue or the federal Government would lose revenue.

In any case, it would distort these federal provincial arrangements for 
sharing, as described a minute ago, including the payments of equalization, as 
well as tax abstention payments; and it is a tax payments avoidance device the 
provinces are particularly anxious should be blocked.

The Chairman: I take it that this is intended to do the blocking?
Mr. Smith: Yes.
Senator Davies: It is a bit complicated.
Senator Smith (Kamloops): Will this put a stop to the difficulty 

encountered in taxing estates in British Columbia that occurred some time ago?
Mr. Smith: I think I know the ones you refer to. The old amendment in 

1962 was designed to do that. The same problem arises with a smaller scope, and 
with fewer provinces involved today, because of the differential between 75 
and 50 per cent. The ones you are referring to had a differential of 50 per cent 
and nothing.

Senator Crerar: Do all the provinces levy estate taxes?
Mr. Smith: No; just the provinces of Quebec, Ontario and British Columbia. 

The other seven provinces share in the federal estate tax.
Senator Crerar: In those three provinces is the tax uniform?
Mr. Smith: In the three provinces, no sir, the tax is not uniform; although 

I understand that the provinces do have arrangements with each other to 
give a credit for a tax levied by the other. For instance, I understand that 
British Columbia would give a credit in respect of tax levied by the other 
taxing provinces, within certain limits.

The Chairman: That is to avoid the imposition of double taxation.
Shall the section carry?
Hon. Senators: Carried.
The Chairman: Subsection 4 simply provides for the coming into force.
Section 4 is a penalty section affecting statements that the executor may 

make. Have you any comment to make on that, Mr. Smith?
Mr. Smith: I am not sure that I can comment beyond what is in the 

explanatory note, Mr. Chairman. I could mention that, as Senator Lang 
mentioned in the Senate chamber I believe, that this is similar to section 56(2) 
of the Income Tax Act, which has been accepted by Parliament for some time.
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Senator Lang: Mr. Chairman, I wonder if Mr. Linton might explain why 
the present section has been found to be inadequate.

Mr. Linton: Perhaps Mr. Gourlay is better equipped to answer that than 
I am.

The Chairman: Mr. Gourlay, is not the answer that you have in the present 
act a civil penalty, and also for offences where people can be prosecuted for 
various mis-statements, etc., or things they do or do not do; but the civil 
penalty in the act is in relation to wilfully avoiding or attempting to avoid pay
ment of an amount; whereas this bill proposes a civil penalty in relation to:

Every person who, knowingly, or under circumstances amounting 
to gross negligence in the carrying out of any duty or obligation imposed 
by or under this act, has made, or has participated in, assented to or 
acquiesced in the making of, a statement or omission in a return, state
ment or answer. . . .

So they cover different things.

Mr. J. L. Gourlay, Legal Division, Department of National Revenue: They 
cover different things, Mr. Chairman; and also because the estate tax is only 
filed once, at the end of a person’s life it is very difficult to actually prove 
the necessary ingredient “wilfully”. The circumstances are such that in many 
cases you are dealing with elderly people who are completing this return, 
and it is very difficult to evaluate. We felt it was very difficult to prove the 
necessary ingredient to impose the penalty, and we would like a penalty a 
little wider but not quite as difficult to prove.

The Chairman : You wanted a deterrent.
Senator Crerar: Am I to understand that if a person carelessly but not 

intentionally gave wrong information he would be penalized?
The Chairman: No.
Mr. Gourlay: No, I would not think so, sir.
Senator Crerar: Well, that should be clear.
The Chairman: It says, “knowingly or under circumstances amounting 

to gross negligence;” so that is more than being careless.
Shall the subsection carry?
Hon. Senators: Carried.
Subsection 2 is simply the coming into force date.
Section 5 of the bill, Mr. Smith?
Mr. Smith: Clause 5 of the bill does for the tax on foreign estates what 

clause 3 of the bill does for the tax on domestic estates; that is, it changes 
the abatement from 50 per cent to 75 per cent on property situated in British 
Columbia. For example, there will be a 75 per cent abatement, for the estate 
°f someone in Seattle who owns property in British Columbia.

The Chairman: Shall section 5 carry?
Hon. Senators: Carried.
The Chairman: Section 6 of the bill?
Mr. Smith: This is another relieving section, Mr. Chairman. Honourable 

senators will notice the change from $1,500 to $2,500 in the amount that can 
be transferred on notice but without consent in the case of, for example, 
a deposit in the bank. In addition to that, there is added to the section 
Mother relieving provision for money payable under a policy of sickness or 
Occident insurance which can also be transferred without consent of the min
uter, to the value of $2,500. So this is purely a relieving section designed to 
help the widow, for instance, when she is in somewhat straitened circum
stances after the death of her husband.
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Senator Fergusson: Mr. Chairman, may I make a comment? The women’s 
organization will certainly be very gratified by this amendment because the 
brief they have presented to the Government pointed out that $1,500, which 
was the capital limit, was not in these days of high prices large enough to 
provide enough ready cash necessary for widows to continue living and paying 
their bills. I just want to say that I hope the other recommendations in some 
of these briefs will get the same sympathetic consideration.

The Chairman: Shall this section carry?
Senator Leonard: Mr. Chairman, I gather that the experience of the 

department has been that there is very little loss of tax, if any, resulting from 
the exemption of $1,500. That figure is so designed to make sure that the limit 
is kept within reasonable bounds, and that there is no trickling away of tax
able assets. If that has been the experience do you not consider that the 
amount of $2,500 might very well be increased and there would still be no drib
bling away of taxable assets?

Mr. Linton: It is hard to say where you cross the border in that respect. 
There is nothing magic about the figure of $2,500. It was thought that $1,500 
was too low under the present circumstances. Whether there would be any 
danger if it were raised to $3,000, I do not know. It is desirable to have some 
protection. I point out that the amount of $2,500 is in relation to each bank 
branch. If a man has six accounts in six branches he would have six times 
$2,500.

Senator Leonard: Or six assets.
Mr. Linton: Yes.
Senator Leonard: Perhaps the department might keep it in mind, and if 

there is still no loss of tax the amount might be increased from $2,500 in 
due course.

Mr. Smith: Perhaps I might add that the figure of $2,500 was suggested 
in a brief from the Canadian Federation of Business and Professional Women’s 
Clubs, and that figure was accepted.

Senator Leonard: Yes, and I am making another suggestion.
Hon. Senators Carried.
The Chairman: Shall I report the bill without amendment?
Hon. Senators: Agreed.

The meeting thereupon adjourned.



Second Session—Twenty-sixth Parliament 

1964

THE SENATE OF CANADA

PROCEEDINGS 

OF THE

STANDING COMMITTEE ON

BANKING AND COMMERCE
To whom was referred the Bill

C-100, An Act to amend the Farm Credit Act

The Honourable PAUL H. BOUFFARD, Acting Chairman

THURSDAY, JUNE 18th, 1964

WITNESS:

Mr. George Owen, Chairman, Farm Credit Corporation

Appendix “A” : Analysis of Loans Approved by Farm Credit Corporation.

REPORT OF THE COMMITTEE

21116—1

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

OTTAWA, 1964



THE STANDING COMMITTEE 
ON

BANKING AND COMMERCE 

The Honourable Salter A. Hayden, Chairman

Aseltine
Baird
Beaubien (Bedford)
Beaubien (Provencher)
Blois
Bouffard
Burchill
Choquette
Cook
Crerar
Croll
Davies
Dessureault
Farris
Fergusson
Flynn
Gelinas

The Honourable Senators:
Gershaw
Gouin
Hayden
Hugessen
Irvine
Isnor
Kinley
Lambert
Lang
Leonard
Macdonald (Brantford)
McCutcheon
McKeen
McLean
Molson
Monette
O’Leary (Carleton)

Paterson
Pearson
Pouliot
Power
Reid
Robertson (Shelburne) 
Roebuck
Smith (Kamloops)
Taylor (Norfolk)
Thorvaldson
Vaillancourt
Vien
Walker
White
Willis
Woodrow—(50).

Ex Officio members: Brooks; and Connolly (Ottawa West). 

(Quorum 9)



ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
June 17th, 1964.

“Pursuant to the Order of the Day, the Honourable Senator Connolly, P.C., 
moved, seconded by the Honourable Senator Vaillancourt, that the Bill C-100, 
intituled: “An Act to amend the Farm Credit 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 Connolly, P.C., moved, seconded by the Honour

able Senator Vaillancourt, that the Bill be referred to Standing Committee on 
Banking and Commerce.

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

J. F. MacNEILL, 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Thursday, June 18, 1964

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, Baird, Bouffard, Burchill, 
Connolly (Ottawa West), Croll, Hugessen, Isnor, Lambert, Molson, Pearson, 
Reid, Smith (Kamloops) and Taylor (Norfolk)—14.

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

In the absence of the Chairman and on Motion of the Honourable Senator 
Taylor (Norfolk) it was RESOLVED that the Honourable Senator Bouffard 
be elected Acting Chairman.

On Motion of the Honourable Senator Pearson it was RESOLVED to report 
recommending that authority be granted for the Printing of 800 copies in 
English and 300 copies in French of the proceedings of the Committee on 
Bill C-100.

Bill C-100, “An Act to amend the Farm Credit Act,” was considered clause 
by clause.

The following witness was heard:
Mr. G. Owen, Chairman, Farm Credit Corporation.

On Motion of the Honourable Senator Connolly (Ottawa West) it was 
RESOLVED to print as appendix “A” the Analysis Table read by Mr. Owen.

On Motion of the Honourable Senator Pearson it was RESOLVED to 
report the Bill without amendment.

At 1.00 a.m. the Committee adjourned to the call of the Chairman.

Attest.

F. A. Jackson, 
Clerk of the Committee.
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REPORT OF THE COMMITTEE

Thursday, June 18, 1964
The Standing Committee on Banking and Commerce to whom was referred 

the Bill C-100, “An Act to amend the Farm Credit Act”, have in obedience 
to the order of reference of June 17th, 1964, examined the said Bill and now 
report the same without any amendment.

All which is respectfully submitted.

Paul H. Bouffard, 
Acting Chairman.



THE SENATE
THE STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Thursday, June 18, 1964

The Standing Committee on Banking and Commerce, to which was 
referred Bill C-100, to amend the Farm Credit Act, met this day at 9.30 a.m.

Senator Paul H. Bouffard (Acting Chairman) in the Chair.
The Committee agreed that a verbatim report be made of the 

committee’s proceedings on the bill.
The committee agreed to report recommending authority be granted 

for the printing of 800 copies in English and 300 copies in French of the 
committee’s proceedings on the bill.

The Acting Chairman: We have with us this morning Mr. G. Owen, 
Chairman of the Farm Credit Corporation. If it is agreeable with honourable 
senators, I would ask Mr. Owen to explain the main provisions of Bill C-100.

Mr. G. Owen, Chairman, Farm Credit Corporation: Honourable senators, 
actually there is not a great deal in this bill. There are really two, possibly 
three, significant features.

Senator Connolly (Ottawa West) : In the Senate yesterday I said there 
were six.

Mr. Owen: The others can also be important. The principal objective, of 
course, is to provide us with more money so that we can continue our lending 
operations.

The second proposal is for a very substantial increase in the amount we 
can lend to individual farmers.

The third proposal is for a change in interest rates so that the amount in 
excess of the present limits under the act will bear an interest rate which will 
allow us to make loans without adding to our losses, at least, to cover the cost 
of making these loans.

These are the principal features of the bill. There are many other items 
in it. I wonder if it might be best if we went clause by clause?

The Acting Chairman: I think that would be the best way. Let us talk 
about clause 1 first, the definition of “farming”. What is the change?

Senator Reid: I am one of the best beekeepers in the country, and I would 
like to know the reason for bringing beekeepers under this. This surprises me.

Mr. Owen: I think possibly one of the reasons was the fact that beekeeping, 
first, is looked after by the Department of Agriculture. Beekeepers are eligible 
under the Farm Improvement Loans Act, and it was the only kind of farming 
specifically excluded from this act. We do not expect there will be many 
farmers, specialized beekeepers, who will come to us for loans; but the Bee
keepers’ Association themselves felt it was discrimination against them.

Senator Reid: From what province?

7
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Mr. Owen: The association has a secretary here in Ottawa.
Senator Reid: For the whole of Canada?
Mr. Owen: Yes.
Senator Pearson : On what would you base their security?
Mr. Owen: As security we would have to base the value on the assets, the 

immoveable property, the house, the land, and any buildings they might have. 
The house and land together would have some value. There would be the 
building in which they might have their extracting equipment, and this would 
not be large. There are some specialized beekeepers, not many but some, who 
transfer properties from one to the other.

Senator Reid: Have you had any applications from the beekeepers?
Mr. Owen : Five last year.
Senator Reid: All in Canada?
Mr. Owen: Yes. We do lend to people who are farming, and keeping bees 

on the side. This is carried on quite often as a secondary enterprise. How
ever, I don’t think this will make any great change in the number of loans 
we make to these specialized people, but it was to remove the fact that they 
were specifically excluded.

Senator Connolly (Ottawa West): I suppose it is fair to say, Mr. Owen, 
that if you have an application from a beekeeper for a loan, he can only 
get one up to the maximum allowed by your regulations, depending upon the 
security he has to offer?

Mr. Owen: This is right.
Senator Connolly (Ottawa West): So that you would be making your 

evaluation on his assets, his land, his buildings, equipment, and so on, and 
then you determine the extent to which you could lend him money?

Mr. Owen: That is right.
Senator Reid: But you could not evaluate the bees he has?
Mr. Owen: Under this we would almost exclusively be relying on real 

estate, buildings, etc. We are limited to 75 per cent so there is no danger here 
of our making loans which would not be secure.

Senator Reid: Does the question arise in British Columbia or does it arise 
here?

Mr. Owen: We have had one request from British Columbia that I know of-
Senator Reid: Just one?
Mr. Owen: There were three that I know of from Ontario.
Senator Reid: Nothing from Quebec? Is that a good reason for changing 

the act?
Mr. Owen: It is just a question that this is one kind of farmer being 

excluded specifically. We felt it was reasonable to allow them in, so that if 
they had a proposition where we could help them, we would be able to do so.

Senator Reid: Have you staff qualified to examine bees?
Mr. Owen: We are capable of appraising the real estate. If we come 

across a problem with respect to assessing his management with respect to 
bees, then we would seek assistance from those who are qualified in the 
business.

Senator Croll: A new job.
Senator Pearson: I know one case where a beekeeper lives right in town 

and keeps his bees there. He takes his bees out into the country and scatters 
the hives there.

Mr. Owen: That is a practice.
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Senator Pearson : But the land is not owned by him.
Mr. Owen: That is right. We lend only on the security of the land he 

owns, and we have to be sure of that.
Senator Pearson: Would you make a loan on the value of the house in 

the town?
Mr. Owen: If he had his plant there and was operating from there, and 

if his principal occupation was beekeeping.
Senator Pearson: That is what it is.
Senator Reid: It would be hard to find that out. There are many people 

who keep bees in their spare time. Many of them do not need to give their 
full time. That is one of the reasons for my questions this morning.

Mr. Owen: Unless his principal occupation were beekeeping, we would 
not be able to lend to him.

Senator Reid: I know that in many cases it is done at home. It is just a 
hobby.

Mr. Owen: Those people would not be eligible.
Senator Reid: I doubt if any businessman would be looking for a loan.
Mr. Owen: I do not think there would be much of that.
Senator Reid: Come back next year and I will have you on the spot. I 

will want to find out just 'what you are doing.
Senator Croll: One further question occurs to me in regard to the un

specified interest rates that you fix, for that portion of the loan which is beyond 
the fixed interest rate.

Mr. Owen: That is in clause 4?
Senator Croll: I have one question on that. When you fix that amount, 

what do you include? Do you include anything for administration?
Mr. Owen: Yes.
Senator Croll: What is that, approximately?
Mr. Owen: Our costs of administration during the past year amounted to 

.87 per cent of the capital.
Senator Croll: How does that compare with the loan made by private 

institutions, for administration?
Mr. Owen: Their lending is, of course, entirely different. Some of them 

make very sizeable loans for large buildings. Others lend on housing. The only 
real comparison I can give you is that when the Glassco Commission was 
examining our operations, one of its members, a man who had spent some time 
in a detailed study of our work and who had wide experience in a mortgage 
company, expressed surprise that we were able to administer loans on this 
percentage, that in his company it had cost more.

Senator Isnor: You have not answered Senator Croll’s question. What is 
the difference? You must know that?

Mr. Owen: You mean, specified in dollars and cents?
Senator Isnor: Yes, on a percentage basis.
Mr. Owen: Between ourselves and private companies?
Senator Isnor: Yes.
Mr. Owen: That I cannot say, because I have not made an examination of 

the administrative costs of private companies. There are no private agencies 
lending in the same type of lending field that we are in.

Senator Isnor: Well, take a similar type of lending field; it is the cost of 
doing business.
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Mr. Owen: As to the cost of doing business, when you make large loans 
on commercial buildings or small loans on houses, it is quite a different thing 
from making loans on farm businesses. I cannot give you any specific figures 
and I have not got any comparison.

Senator Croll: What did the Glassco Commission say on it, if anything?
Mr. Owen: They said nothing about the cost of administration.
Senator Croll: Nothing?
Mr. Owen: I will say that the cost of administration, percentagewise, has 

steadily declined over the past eight or nine years. That is as far back as I have 
examined the figures.

Senator Connolly (Ottawa West): In other words through the Farm 
Credit Corporation and in the Canadian Loan Board operation?

The Acting Chairman: Does that include the amount of money you have 
to spend in making an examination of property, and so on?

Mr. Owen: That is right, plus the fact that we are a Crown corporation 
and pay for our offices and services, not like a Government department where 
these are provided by another department. If we get buildings or other things 
from the Department of Public Works, we pay rent for them.

Senator Connolly (Ottawa West): Were you with the Canadian Farm 
Loan Board?

Mr. Owen: I was there from 1950 to 1952. For a period I was with the 
Veterans Land Act, then I returned to the Farm Loan Board. In 1960 I joined 
the Farm Credit Corporation.

Senator Connolly (Ottawa West): So you have seen this through a period 
of time?

The Acting Chairman: Are there any other questions on clause 1?
Hon. Senators: No.
The Acting Chairman: Clause 2, concerning the capital of the corporation, 

which I understand is increased from $16 million to $24 million.
Mr. Owen: That is right. It increases the borrowing authority by $200 

million.
Senator Pearson: Is the money that you receive back from borrowers in 

annual payments put back into the Consolidated Revenue Fund?
Mr. Owen: Some of it is and some of it we re-lend.
Senator Pearson: You keep it like a revolving fund?
Mr. Owen: We borrow money from the Department of Finance on a 

specific repayment schedule. If the farmers pay us back quicker than the repay
ment schedule calls for, and we get extra money, we turn around and re-lend 
this rather than keep it sitting around. If we use part of it to pay back to the 
Minister of Finance, this reduces our debt to the Minister of Finance and allows 
us to go back and borrow more.

Senator Aseltine: I think Senator Pearson went a little further than 
that. He wanted to know if the money the farmer paid back was lent, in 
addition to the amount that you were borrowing from the Minister of Finance •

Mr. Owen: It is, except that part of it which we must use to pay back to 
the Minister of Finance, because we have specific repayment terms with the 
Minister of Finance. But we re-lend any surplus from what is paid back to us.

Senator Isnor: You have gone up from $400 million to $600 million, that 
is a 50 per cent increase.

Mr. Owen: That is right.



BANKING AND COMMERCE 11

Senator Pearson: Let us suppose for the sake or argument that you lend 
out the full $600 million and you get a large volume back. Could you reinvest 
the amount paid back so that you would have, say, $700 million out?

Mr. Owen: If we got a large amount back from the farmers, we would not 
have $600 million out. When he pays it back he is reducing the amount of our 
investment in mortgages, but we cannot exceed the $600 million plus the 
capital, which would be $24 million, making a total of $624 million, plus any 
amount of reserve which we also have invested in mortgages.

Senator Burchill: In other words, this is a revolving fund?
Mr. Owen: It is very much like a revolving fund.
Senator Burchill: In that respect it is different from the National Housing 

Act, where any payments coming back from housing loans go to the Receiver 
General?

The Acting Chairman: We had that yesterday.
Senator Burchill: But this is a revolving fund, it goes back to you?
Mr. Owen: It goes around again.
The Acting Chairman: I understand they have to repay the Minister of 

Finance a certain percentage of the amount loaned during the year, and then 
when that amount has been repaid the balance in the fund can be re-loaned.

Senator Burchill: Would you tell us the distribution of loans as far as 
provinces are concerned.

Mr. Owen: Are you talking of the distribution of current business or capital 
outstanding?

Senator Burchill: Capital outstanding.
Senator Connolly (Ottawa West): I should have given that yesterday in 

the Senate but I thought I had been speaking long enough.
Mr. Owen: At the moment the outstanding loans, rounded off in thousands

of dollars, are as follows:
British Columbia ........................................................ $17,394,000
Alberta ........................................................................... 82,411,000
Saskatchewan .............................................................. 97,066,000
Manitoba ......................................................................... 24,587,000
Ontario ........................................................................... 95,292,000
Quebec ........................................................................... 22,140,000
New Brunswick .......................................................... 3,982,000
Nova Scotia ................................................................... 2,413,000
Prince Edward Island ............................................... 4,992,000
Newfoundland .............................................................. 76,000

To explain these figures I should point out that the figure in the Province 
of Quebec in relation to the size of their agricultural industry is small. The 
reason for this is that since 1937 the province has been lending money at 2£ per 
cent, so farmers would not come to us for money when they can get it there 
at 2£ per cent. Since the beginning of 1962 the province has been paying half of 
the interest that we charge farmers, so when we charge a farmer in the province 
of Quebec 5 per cent interest the province pays half of that interest for him. As 
a result of that our volume has increased to the point where last year we lent 
something in excess of $14 million in the province of Quebec, though the prov
ince itself lent another $27 million. This explains why that one province in 
relation to its agricultural size has that amount.

Senator Burchill: Is that the only province in the dominion that does 
that?
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Mr. Owen: That is the only province in the dominion that rebates in
terest. I would say the two other most active are Manitoba and Nova Scotia.

Senator Aseltine: Could you give us any information with regard to the 
$27,500 loans, where they are made? For instance, how many of that size 
are made in the province of British Columbia, how many in Saskatchewan, 
and so on?

The Acting Chairman: These are the large loans that can go up to 
$55,000?

Senator Aseltine: Yes.
Mr. Owen: This is the number of loans on Part III—
Senator Connolly (Ottawa West): Supervised?
Mr. Owen: Yes, supervised loans, as of 31st March, 1964. This is not 

necessarily the number we have approved, but the number we have actually
paid out to farmers :

British Columbia .................................................................. 95
Alberta ...................................................................................... 145
Saskatchewan........................................................................... 202
Manitoba ...................   64
Ontario........................................................................................ 331
Quebec........................................................................................ 409
New Brunswick....................................................................... 31
Nova Scotia ............................................................................. 24
Prince Edward Island ........................................................ 34

Senator Aseltine: Those figures are the total number of those loans? 
Mr. Owen: Yes, that is the total number.
Senator Aseltine: That are oustanding?
Mr. Owen: That we have actually made under this part of the act. 
Senator Aseltine: Up to March 31st, 1964?
Mr. Owen: That is right, sir.
Senator Isnor: They would be pretty small loans in Quebec?
Mr. Owen: No, they are large.
Senator Isnor: 409 loans, and only $22 million.
Mr. Owen: Where I said 409 loans, I am referring, of course, to Part III 

loans, only, and the average loan in Quebec during our early years of opera
tion was larger than in most other provinces because the province lent only 
up to $15,000 and people came to us who wanted more than $15,000. That is 
why we have more Part III loans in Quebec than any other province, and 
they are actually fairly large loans. These are Part III or supervised loans 
in which we are lending on chattels as well as lands and buildings.

Senator Pearson: Have you a breakdown of the Part III loans in Quebec? 
I mean, what the money was used for?

Mr. Owen: I do not think we have the purposes broken down between 
Part II and Part III. I can give you the purposes of the loans, the percentage 
that goes into the various things.

Senator Connolly (Ottawa West): I gave that yesterday. Perhaps the 
senators do not need it now.

r. Owen: I do not think I have it broken down for provinces. I can 
give you a breakdown by provinces of these purposes, if you wished. This is 
qui e a detailed table. As you can see, to give you a breakdown of all the 
purposes and all the provinces would take me a good deal of time. If you
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like, I could make a copy of this sheet available, to be placed in the record, 
if you wished.

Senator Connolly (Ottawa West): You could hand it to the reporter.
The Acting Chairman: To be annexed to the report?
Hon. Senators: Agreed.
(For Table see Appendix “A” to today’s proceedings.)
The Acting Chairman: Are there any other questions on section 2?
Senator Isnor: I just want to follow up a question asked by Senator 

Burchill because of the study now being made by the Finance Committee. 
The question is this: all repayments are made directly to you, is that right?

Mr. Owen: That is right.
Senator Isnor: Then you do your own bookkeeping as far as your loans 

are concerned?
Mr. Owen: Yes, the complete accounting of our own.
Senator Isnor: I think that is important because we have been told of 

another department where all the loans are repaid directly to the Finance 
Department of the Government.

Mr. Owen: We handle our complete service; we do our own accounting, 
collect all our own money.

Senator Connolly (Ottawa West): And you have a good many regional 
offices? I did not refer to that yesterday, but perhaps it should be mentioned 
here.

Mr. Owen: Yes, we have, as a matter of fact, seven branch offices where 
the loans are approved—one for each province, except the Atlantic provinces, 
where we have one central office for the four. Then we have 27, what we call, 
supervision zones across the country, and we actually maintain about 126 field 
offices, where the farmer can come in and see our men for discussions.

The Acting Chairman: All that is included in the administration costs?
Mr. Owen: Yes, the maintenance of all these offices, the payment of rent 

and all the people their expenses.
The Acting Chairman: Are there any other questions on section 2?
Hon. Senators: Carried.
Senator Reid: In section 3, why do you leave out the grandchildren? There 

should be provision made for the grandchildren on the farm. Why bring all the 
farmer’s other relations in like that? Just read the list:

.. .a son, son-in-law, daughter, daughter-in-law, nephew, niece, brother 
or sister or a step-child or foster-child of the borrower,...

Mr. Owen: I presume the grandfather would lend to the father, and the 
father would lend to the son.

Senator Reid: What is the reason for the change? What is the demand?
Mr. Owen: I will explain the kind of thing we are trying to get at. Very 

often a farmer will come in to us and say, “I have had my son working with me 
seven, eight or nine years, and I have hardly paid him any wages. He is married 
and wants to start farming on his own. I have not any money to give him, but I 
want to be able to give him $10,000 to start farming. Would you lend me 
$10,000 because I have not the cash to give him to make the down payment on 
a farm?”

Senator Reid: Why make a payment to the son, son-in-law, daughter, 
daughter-in-law, nephew, niece, brother or sister or a step-child or foster-child 
and not a grandchild?
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Mr. Owen: Any one of these, we felt, might be working with the father 
who is the farmer.

Senator Reid: What demand have you had to make the change?
Mr. Owen: We have a fairly large number of people who want to borrow 

money for their sons. If we made it just for the son the first thing we would 
know would be that the father wanted to help a daughter who maybe has been 
married and has been working with her husband for the father. We did not 
want to make it too restrictive, but wanted it to give us the leeway to help 
those genuine cases where a father wanted to help some of his children to 
become established in farming.

Senator Connolly (Ottawa West) : Again, the amount of the loan is tied 
in to the value of the security the father can make available?

Mr. Owen: Yes, and his repayment capacity.
The Acting Chairman: Section 4, interest rates.
Senator Reid: On section 4, what would your largest loan be there? It says 

$20,000 and amounts in excess of $20,000.
Mr. Owen: This deals only with interest rates, and the maximum loan is 

under sections 6 and 7. It is $40,000 under Part II of our act, and $55,000 under 
Part III.

Section 4 provides the interest on the first $20,000 under Part II would be 5 
per cent and on the first $27,500 under Part III will be 5 per cent. On any 
amount in excess of that will carry a rate which will pay us our costs of lending 
that extra money.

Senator Burchill: That top rate might vary?
Mr. Owen: Yes, it means we are paying 5-3/8ths per cent for the money 

we are borrowing and lending at 5 per cent, and it is costing us about .87 per 
cent to administer it.

The Acting Chairman: Shall that section carry?
Hon. Senators: Carried.
The Acting Chairman: Section 5?
Senator Pearson: On section 4 on page 3, lines 10 to 15 or 16, that is not 

quite clear to me.
Mr. Owen: It was not quite clear to me. We spent some time drafting this 

to say that we wanted it to say. What we will do is we will look at our own 
entire operations. This subsection 4 merely says how we will prescribe this 
higher interest rate. It says we will take into account the cost of money, which 
is now 5-3/8ths per cent, the cost of administration of our overall operations, 
which is now .87 per cent, and a little for losses. I would not want to predict what 
the Governor in Council would approve, but it is close to that.

Senator Aseltine: It is likely to be around 7 per cent?
Mr. Owen: Oh, it will be that high.
Senator Pearson: I think Senator Brooks asked this question in the 

Senate yesterday. You take your administration costs and possible losses. There 
are some losses now on the 5 per cent loans to farmers. Would that be included 
m this?

Mr. Owen: Oh, no. We cannot use the provision here. In establishing this 
rate, we are taking our overall operations and saying what over all we usually 
have to pay our way. That rate, whatever it is, will apply to these excess 
amounts, and we could not load this to charge these people on the lower amount.

The Acting Chairman: Shall section 4 carry ?
Hon. Senators: Carried.
The Acting Chairman: Section 5, Mr. Owen?
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Mr. Owen: Section 5 arises from the fact that some provinces in examining 
our legislation are recognizing that we are taking mortgages in the name of the 
Crown in the right of Canada. They have taken the stand that municipalities 
cannot sell for taxation purposes any property which is mortgaged to our cor
poration. We have mortgages on over 40,000 farms, and if they should all sit 
back and say, “You can’t sell my property for taxes,” it would not be good for 
us or the municipalities. This section is designed to place us in the same position 
as any other mortgage lender so that municipalities can collect taxes in the 
circumstances I have outlined.

Senator Aseltine: Do they have much trouble getting farmers to pay 
taxes?

Mr. Owen: We feel the question of collection of taxes is the responsibility of 
the municipality. I will confess that occasionally some municipalities—

Senator Aseltine: Your amortized payments do not include taxes?
Mr. Owen: No. We do have this little difficulty that occasionally a munici

pality might not be zealous in collecting taxes, knowing they will get them back 
sometime, anyway, because they are aware that we have a mortgage. However, 
as much as possible we do leave tax collection and tax payments to the re
sponsibility of the municipal authorities.

Senator Aseltine: Sometimes you have to pay the taxes?
Mr. Owen: We will have to pay them to save our interest, and then we 

will have to start collection action against the individual borrower.
Senator Connolly (Ottawa West): You add the amount of the payment 

to the loan?
Mr. Owen: That is right; and they become in arrears immediately.
Senator Aseltine: You have a mortgage clause to that effect.
The Acting Chairman: Shall section 5 carry?
Hon. Senators: Carried.
The Acting Chairman: Section 6?
Senator Reid: I should like to know why section 6 speaks of the loan not 

exceeding $40,000, while in section 7 it says $55,000?
Mr. Owen: Clause 6 refers to loans in Part II of the act which are secured 

by mortgages on farm land only. Section 7 is referring to mortgages under Part 
III of the act, which is secured by land and chattels, and which is supervised 
by the corporation. These are the loans where we provide the capital for 
chattels as well as land, to help the young fellows to get established, and it is 
limited to farmers up to 45 years of age.

Senator Pearson: Supposing a man wants to borrow for his son or daughter, 
does that age of 45 refer to that son or daughter?

Mr. Owen: A son or daughter can borrow. If a father wants to borrow for 
his son, he is not eligible under the section, because he is under 45 years of age.

The Acting Chairman: Shall section 7 carry?
Hon. Senators: Carried.
Senator Aseltine: How do you allocate the legal work amongst the 

solicitors, say in the Province of Saskatchewan? When the Farm Loan Board 
was operating the work was all done by lawyers in Regina and Saskatoon, 
and other centres. This corporation was set up in 1959, was it not?

Mr. Owen: The fall of 1959, yes.
Senator Aseltine: The work was allocated and given to solicitors 

throughout the province, which was divided into districts. Are you following 
that principle? I was told recently that the legal work had all gone back to
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Saskatoon and Regina and Prince Albert and that the rural legal fraternity 
were not getting any of this work any more.

Mr. Owen: This is not quite the circumstances. In 1960 we had the 
province divided up into field areas, and we had a solicitor in each field.

One of the problems was that sometimes this field boundary might not be 
properly adjusted, there might be a farmer at the corner of this farm boundary 
who could much easier go to a closer town. We also found in many areas 
lawyers with only a few loans to deal with, and when that occurs, they don’t 
care whether they have our work or not. So we reduced somewhat the number 
of lawyers. I agree we did put loans with lawyers in certain places in land 
title offices, for instance, because they can do it quicker. We used to have 31 
lawyers in Saskatchewan, and at the moment we have 20 or 22.

Senator Isnor: In other words, this is a more efficient system you are 
working under than in 1959?

Mr. Owen: We believe it will be. Our argument is that if you give a 
man enough work to make it important to him to keep it, then you can 
require that he do it in a hurry; but if you give him only a little work and it 
does not mean anything to him, whether he gets it or not, you are under the 
difficulty of getting him to do it in a hurry. Under this system we think we 
shall get quicker disbursement of the loans.

Senator Molson: Do you use any other professional men than lawyers, 
such as chartered accountants?

Mr. Owen: No. We have our own accounting staffs, and we do our 
accounting in a centralized location with our own staff. We do hire other 
professional people. We like to feel that all our local representatives in the 
field are professional appraisers and agriculturists.

The Acting Chairman : This is work of research for land purposes.
Shall this bill be carried without amendment?
Hon. Senators: Carried.
The Acting Chairman : Thank you, gentlemen.
Senator Connolly (Ottawa West): Mr. Chairman, I should like to thank 

Mr. Owen and his officials for their helpful work this morning; we are very 
grateful to them.

Mr. Owen: Thank you. Any time you wish information about our opera
tions, we shall be glad to provide it.

The committee adjourned.
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2 APPENDIX “A”

FARM CREDIT CORPORATION '

ANALYSIS OF THE PURPOSES FOR WHICH LOANS WERE APPROVED 

During the Fiscal Year Ended March 31st, 1964

Province

Total Loan 
Approved Land Purchase Land Debt Improvements Livestock Equipment Taxes Other Debts

Working
Capital Legal Costs

Amount Amount % Amount % Amount % Amount % Amount % Amount % Amount % Amount % Amount %

British Columbia,... 5,632,100 1,633,309 29.0 1,768,479 31.4 687,116 12.2 236,548 4.2 219,652. 3.9 — — 1,053,203 18.7 — — 33,793 .6

Alberta.................... .. 27,157,600 17,652,440 65.0 3,258,912 12.0 3,992,167 14.7 1,766,244 6.5 162,946 .6 27,158 .1 81,473 .3 54,315 .2 162,945 .6

Saskatchewan.... .. 25,200,900 20,362,327 80.8 3,150,113 12.5 982,835 3.9 126,005 .5 226,808 .9 100,804 .4 126,005 .5 50,401 .2 75,602 .3

Manitoba................ 7,460,800 5,058,422 67.8 1,350,405 18.1 537,178 7.2 96,990 1.3 52,226 .7 59,686 .8 290,971 3.9 - - 14,922 .2

Ontario.................... .. 24,766,000 8,519,504 34.4 8,915,760 36.0 2,501,366 10.1 544,852 2.2 297,192 1.2 49,532 .2 3,665,368 14.8 - - 272,426 1.1

Quebec..................... .. 14,710,400 5,943,002 40.4 4,648,486 31.6 1,574,013 10.7 176,525 1.2 132,394 .9 — — 2,133,008 14.5 — — 102,972 .7

New Brunswick.. 945,200 163,520 17.3 222,122 23.5 227,793 24.1 51,986 5.5 32,137 3.4 18,904 2.0 215,506 22.8 - - 13,232 1.4

Nova Scotia.......... 821,800 161,895 19.7 179,152 21.8 159,429 19.4 32,872 4.0 50,952 6.2 17,258 2.1 208,737 25.4 - - 11,505 1.4

Prince Edward
Island 1,245,700 296,477 23.8 338,830 27.2 237,929 19.1 82,216 6.6 77,233 6.2 203,049 16.3 9,966 .8

Newfoundland.... 68,600 2,470 3.6 16,464 24.0 33,477 48.8 686 1.0 6,860 10.0 - - 7,752 11.3 - - 891 1.3

National Total...,.. 108,009,100 59,793,366 55.4 23,848,723 22.1 10,933,303 10.1 3,113,924 2.9 1,258,400 1.2 273,342 .3 7,985,072 7.3 104,716 .1 698,254 .6

1962-63...................... 90,924,300 50,328,737 55.4 21,031,344 23.1 7,620,514 8.4 2,731,895 3.0 1,013,017 1.1 261,678 .3 7,186,760 7.9 98,533 .1 651,822 .7
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, June 16th, 1964.
“Pursuant to the Order of the Day, the Senate resumed the debate on the 

motion of the Honourable Senator Connolly, P.C., seconded by the Honourable 
Senator Vaillancourt, for second reading of the Bill C-102, intituled: “An Act 
to amend the National Housing Act, 1954”.

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 Vaillancourt moved, seconded by the Honourable 

Senator Lambert, that the Bill be referred to the Standing Committee on Bank
ing and Commerce.

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

J. F. MacNEILL, 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Wednesday, June 17th, 1964.

Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 10.00 a.m.

Present: The Honourable Senators: Aseltine, Baird, Blois, Bouffard, Brooks, 
Burchill, Cook, Connolly (Ottawa West), Croll, Fergusson, Flynn, Gershaw, 
Gouin, Hugessen, Irvine, Isnor, Lang, McLean, Molson, Pearson, Reid, Smith 
(Kamloops), Taylor (Norfolk), Thorvaldson, Vaillancourt and Walker—26.

In attendance: Mr. E. Russel Hopkins, Law Clerk and Parliamentary Coun
sel.

In the absence of the Chairman and on Motion of the Honourable Senator 
Taylor (Norfolk) it was RESOLVED that the Honourable Senator Bouffard be 
elected Acting Chairman.

On Motion of the Honourable Senator Croll it was RESOLVED to report 
recommending that authority be granted for the printing of 800 copies in English 
and 300 copies in French of the proceedings of the Committee on Bill C-102.

Bill C-102, intituled: “An Act to amend the National Housing Act, 1954”, 
was considered clause by clause.

The following witness was heard:

Mr. H. W. Hignett, Vice-President, Central Housing and Mortgage Corpo
ration.

On Motion of the Honourable Senator Burchill it was RESOLVED to re
port the Bill without amendment.

At 11.10 a.m. the Committee concluded its consideration of Bill C-102.

Attest:
F. A. Jackson,

Clerk of the Committee.



REPORT OF THE COMMITTEE

Wednesday, June 17th, 1964.
The Standing Committee on Banking and Commerce to whom was referred 

the Bill C-102, intituled: “An Act to amend the National Housing Act, 1954”, 
have in obedience to the order of reference of June 16th, 1964, examined the 
said Bill and now report the same without any amendment.

All which is respectfully submitted.
PAUL H. BOUEEARD, 

Acting Chairman.
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THE SENATE
THE STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, June 17, 1964.

The Standing Committee on Banking and Commerce, to which was referred 
Bill C-102, to amend the National Housing Act, 1954, met this day at 10 a.m.

Senator Paul H. Bouffard (Acting Chairman) in the Chair.

The Acting Chairman: We are going to deal with Bill C-102, an act to 
amend the National Housing Act, 1954. We have with us this morning Mr. H. W. 
Hignett, Vice-President, Central Mortgage and Housing Corporation, Mr. A. D. 
Wilson, General Counsel, CMHC, and Mr. K. D. Tapping, Secretary, Board of 
Directors, CMHC.

The committee agreed that a verbatim report be made of the com
mittee’s proceedings on the bill.

The committee agreed to report, recommending that authority be 
granted for the printing of 800 copies in English and 300 copies in French 
of the committee’s proceedings on the bill.

I think, if it is agreeable to honourable senators, M. Hignett, who is 
familiar with the whole bill, can give us the information the committee would 
like to have. I would ask Mr. Hignett to comment on the bill now.

Mr. H. W. Hignett, Vice-President, Central Mortgage and Housing Corporation:
Mr. Chairman, honourable senators, after the detailed explanation of the bill 
given by my minister, Mr. Nicholson, and Senator Connolly (Ottawa West), 
perhaps honourable senators would not wish me to go through the bill in detail, 
but merely comment on the two major sections of the bill, section 7 which deals 
with urban renewal, and section 8 which deals with public housing.

The urban renewal provisions of the National Housing Act were first in
troduced into the act in 1944. For the first 10 years, until 1954, the section was 
not widely used, the only major project carried out during these years being 
the Regent Park North project in Toronto. Since 1954 there has been much more 
activity. There have been 17 projects in 12 municipalities, with a total invest
ment of $70 million.

Senator Aseltine: Where are these located?
Mr. Hignett: There have been projects in St. John’s, Newfoundland, Hali

fax, Montreal, Toronto, Sarnia, Winnipeg and Vancouver.
Perhaps a more encouraging development has been the interest demons

trated by municipalities in the problem itself. And under the National Housing 
Act there have been urban renewal studies of the 50 larger urban communities 
in Canada and these 50 cities have identified the problem within their own 
boundaries, and will establish a program of priority for dealing with it. About 
$1 million has been spent on this kind of study generally in the last six years.

7
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Senator Croll: By CMHC?
Mr. Hignett: By CMHC under Part V of the National Housing Act.
Senator Aseltine: Is this money paid back?
Mr. Hignett: No, that is a grant. There was a series of grants to each 

municipality, and grants have been made to 50 municipalities. In the work that 
has been done it has been found that the present provisions of the act are much 
too inflexible.

At the moment the act will only permit the corporation to bear one-half of 
the cost of acquiring or clearing a substandard area. The only tool we have is 
the bulldozer. We can only go in and help a municipality acquire substandard 
areas and demolish everything that is there. The second restriction has been the 
requirement in the act that the area concerned must be substantially housing 
before the clearance, or the cleared land must be used for housing purposes. 
The studies that have been carried out reveal that in most Canadian cities—our 
cities are generally young—there are not large sections of the downtown areas 
that need clearance. On the other hand, there are substantial areas where a 
combination of treatment is required, that is the acquisition, clearing and rehabi
litation of that which is the worst; saving and conservation of that which is on 
the edges of the areas and which is deteriorating; the replacement of municipal 
services that are perhaps 70 or 80 years old, to meet changing conditions, and 
the replanning of areas to a new use. These are some needs we have not been 
able to deal with under the present act, and the purpose of section 7 of this bill 
is to deal with some of these problems. For example, section 23a enables the 
corporation to contribute to half the cost of the preparation of an urban renewal 
scheme. This is new.

Senator Brooks: Would this be slum clearance?
Mr. Hignett: Yes. This would be the demolition of completely substandard 

buildings to be included in such a program. This bill also removes the restric
tion that there must be housing either before or after the clearance.

There are commercial areas of cities that are now blighted. There are sub
standard commercial areas, but when cleared the best use of the land is still 
commercial, and it will be possible when this bill is enacted under the Na
tional Housing Act to deal with such projects and make contributions for such 
purposes.

Section 23a enables the corporation to contribute half the cost of the scheme 
itself which can be quite an expensive process.

Senator Reid: What is the total amount?
Mr. Hignett: The total investment has been $70 million in the 12 munic

ipalities in which projects have been undertaken. Of this $70 million the federal 
Government has borne half the cost.

The Acting Chairman: As a gift, or as a subsidy?
Mr. Hignett: Yes. Section 23b enables the corporation to pay half the cost 

of acquiring and clearing the land and demolishing the buildings, and also 
enables the corporation to pay half the cost of installing new municipal services 
m that urban renewal area. These services may include everything except 
buildings. They include sewers, water, streets, recreation areas, off-street park- 
inS any municipal plant except buildings.

Senator Pearson: Lighting?
Mr. Hignett: Yes, providing it is municipally owned, sir. One of the other 

pro lems of urban renewal is that notwithstanding the fact that the federal



BANKING AND COMMERCE 9

Government is willing to bear one-half the cost, it is still a very expensive 
undertaking for a municipality to carry out. Municipalities find it very difficult 
out of current revenue to produce the sums of money required to carry out 
substantial slum clearance projects. So, provision has been made in the act 
to lend to the province or the municipality two-thirds of their share of the cost.

Senator Baird : That is, two-thirds of one-half?
Mr. Hignett: That is right. That can be lent over a period of 15 years at a 

low rate of interest, which currently would be 5§ per cent.
Senator Cook: Does the survey show any areas in which it would be de

sirable to leave most of the cleared land for recreation; that is, to leave it 
cleared?

Mr. Hignett: Yes, that would be possible. We could help with this if it 
were for a downtown green area, or a downtown square, or something of that 
kind. That would be a valid thing to do.

The Acting Chairman: Would it also apply to municipal land that you are 
turning into a park?

Mr. Hignett: Yes, sir.
Senator Burchill: Who determines whether an area is a slum area? 

There are many such areas which are just on the line. In the judgment of some 
people they would be slum'areas, but in the judgment of others they would be 
all right.

Mr. Hignett: In the first instance, the municipality determines the areas 
which appear to require treatment. When the study is completed the council 
of the municipality will consider the recommendations of the study, and will, 
with provincial concurrence, pass a by-law which will designate the area within 
the municipality as an urban renewal area. The actual designation is done by 
the province at the request of the municipality.

Senator Burchill: A study is made by an official of C.M.H.C.?
Mr. Hignett: No, the study is made by the municipality; it has been fi

nanced by the C.M.H.C.
Senator Walker: You are putting up one-half of the money by way of a 

grant, and you are lending another two-thirds of the remaining one-half. In 
other words you are financing five-sixths of the project?

Mr. Hignett: That is right.
Senator Walker: Have you anything to say about whether an area should 

be designated a blighted area and should undergo this development? It seems 
to me that you are putting up all of the money without having any control.

Mr. Hignett: I think, Senator Walker, that the project must be satisfactory 
to the minister.

Senator Walker: Well, you have not said that. When you were asked you 
said it was the study approved by the municipality and the province, but the 
fact is that C.M.H.C. also has a considerable say in it?

Mr. Hignett: In fact, we do, because as a matter of practice the province 
would not designate it as an urban renewal area.

Senator Walker: Section 23b says “and is acceptable to the Corporation,” 
so you must have to approve it.

Mr. Hignett: That is right, sir.
Senator Croll: What time lag do you see here? How soon will you start, 

and how soon do we get something moving? Have you any time period in mind 
at all?
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Mr. Hignett: This is a very complex bit of legislation. It is not legislation 
which in the short run would produce many projects, but in the long run it 
will produce a great many. At the moment it happens that there are two 
projects—one in Toronto, the Alexander Park project, which you may know of, 
Senator Croll, and one in Hamilton—where this kind of treatment is urgently 
needed. These two are just waiting for this legislation to be enacted, and they 
will begin at once. But, where a municipality has just begun the process of 
doing this, a year will probably pass before they reach the stage of applying 4} 
for this type of assistance.

Senator Croll: Well, if a municipality has in mind a project it would not 
proceed to incur liabilities and go to the provincial government without having 
first talked this over with you in a preliminary fashion so as to know that in 
the end it is likely to obtain your concurrence?

Mr. Hignett: Yes, indeed. Our conversations with the municipality go on 
almost continuously.

Senator Croll: From the beginning?
Mr. Hignett: Yes, from the beginning.
Senator Isnor : You have representatives or officers in most cities of 

Canada, have you not?
Mr. Hignett: Yes, we have, sir.
Senator Isnor: And they generally meet with the municipalities?
Mr. Hignett: Yes. We are in close touch with all major municipalities.
Senator Burchill: There are other places besides cities, Senator Isnor.
Senator Isnor: Yes, I added “municipalities”.
Senator Brooks: When this work is completed is it possible for muni

cipalities to sell to private individuals at a later time?
Mr. Hignett: Yes, when the land is cleared it will be re-used in accordance 

with the official plan of the community in which the project is situated. Because 
this land has been acquired at considerable expense it is the practice of the 
corporation to insist that the land be offered by public tender if it is to go into 
private hands, but this is really the only requirement we have.

Senator Reid: I notice the phrase “not exceeding in the aggregate $2.5 
billion.” What is the total amount of the loans made under federal housing 
projects?

Mr. Hignett: That is another matter, sir. That is the limit of the corpora
tion’s authority to make direct loans for housing purposes. At the moment the 
total of our loans is just under $2 billion—it is about $1,960 million—so our 
authority is running out. This will add another $500 million to that, but it does 
not affect that particular section.

Senator Smith (Queens-Shelburne) : Mr. Hignett, how does the Cornwallis 
project in Halifax fit into this legislation?

Mr. Hignett: The Cornwallis project itself is a complete clearance project 
and, of course, all that could be done was to demolish the entire 13 acres of 
the Cornwallis project area, but in Halifax there is a much larger problem i° 
the north end.

Senator Isnor: Hear, hear.
Mr. Hignett: It is in this area that this legislation will be very useful—-in 

the rehabilitation of the whole north end of Halifax.
Senator Smith (Queens-Shelburne) : Is the project that is apparently under 

way part of the scheme which existed until this new legislation comes along?
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Mr. Hignett: Yes, sir, that was carried out under the old legislation.
Senator Smith (Queens-Shelburne) : I am just wondering how that British 

company—I have forgotten the name of it—could go in there and organize that 
for the province and the municipality, and apparently put some money into it. 
Up to the present what percentage of the costs of the Cornwallis project would 
be federal funds?

Mr. Hignett: Half.
Senator Smith (Queens-Shelburne): Just one half?
Mr. Hignett: Yes.
Senator Smith (Queens-Shelburne): And if they had started after this 

legislation was passed a larger proportion could have gone into that particular 
project, could it?

Mr. Hignett: Well, it would have been possible to lend the municipality 
a part of its share. At the moment Halifax puts up over 50 per cent. The actual 
people who are carrying out the Cornwallis project—the British firm—became 
entitled to lease the land following a tender public call.

The Acting Chairman: When part of the land on which you have made 
a subsidy is sold, does any part of the sale price come back to the Government 
or to the corporation?

Mr. Hignett: In the disposal of land, if the land is sold for any purpose, 
one-half of the amount recovered goes back to the federal Government through 
the corporation, and the other half goes to the municipalities. So the recoveries 
are shared in the same way as the expenditures are shared.

Senator Cook: You would not have any control over the price paid by the 
municipality for the loan, to see it is not too high?

Mr. Hignett: Yes, the agreement between the corporation and the munic
ipality provides for this, and the amounts paid for the properties in the area 
are jointly agreed to by the municipality and the corporation.

Senator Cook: Do you have any occasion where it has been too high?
Mr. Hignett: There have been cases that have been settled by arbitration. 

This work is carried out by the municipality. Once the agreement is signed, the 
land and buildings are acquired by the municipality, and they have powers 
of expropriation and they use them.

There is one other part of this section that is quite important. It is section 
23d which makes provision for loans on existing housing in urban renewal 
areas. This is to enable N.H.A. loans to be made for the purpose of facilitating 
transfer of a house from one owner to another in an urban renewal area and 
to assist in the rehabilitation of housing. It applies not only to home owner
ship but also to rental housing. This is the first entry into the field of existing 
housing.

Senator Croll: Would you draw a picture for us as to what you see? Old 
houses are there; you want to get rid of them?

Mr. Hignett: In most of these areas there will be some very bad housing 
we will want to get rid of. This may be scattered throughout the area. There 
will be other housing, both in home ownership and rental, that is worth saving 
and that with rehabilitation would have quite a long useful life left. It would 
be possible with these N.H.A. loans for those owners who are not interested in 
rehabilitating their houses in accordance with the requirements of the munic
ipality, to sell their houses and move out; and for the purchasers to renovate
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the houses. The N.H.A. loan would then facilitate both the purchase and the 
renovation, and enable the owners of rental accommodation in the area to 
renovate.

Senator Baird: In other words, it would assist another person to buy that 
house?

Mr. Hignett: Yes.
The Acting Chairman: And renovate after that?
Mr. Hignett: For success in an area such as this, the municipality has to 

impose some fairly rigid standards, standards of occupancy and physical stand
ards that it requires the area to reach. It can do these things, but if it does them 
it must also enable these people who do not want to play the game to move out. 
This is the purpose of the provision for N.H.A. loans on existing housing.

Senator Burchill: Is it compulsory that they should either dispose of their 
property or move out?

Mr. Hignett: Or renovate.
Senator Baird: In other words, C.M.H.C. could say that a house must be 

renovated, and then the people must either renovate or get out?
Mr. Hignett: The municipality would have the actual standards of occu

pancy and physical standards which the municipality requires. Before entering 
into such an arrangement we would have to be satisfied that the municipality 
has adopted such a standard, otherwise rehabilitation would not be likely to 
succeed.

Senator Isnor: You have not had any trouble in that respect?
Mr. Hignett: We have had no experience yet, Senator Isnor. It is going 

to be interesting.
Senator Aseltine: What do you do with all the poor people who are dis

possessed? Senator Croll yesterday thought this was going to be a bonanza for 
the poor people in the area. Where do they go?

Mr. Hignett: For the poor people who are dispossessed, it is a regulation 
of the act that satisfactory alternative accommodation be provided for them 
at rents they can afford to pay.

Senator Croll: Is not that a bonanza?
Senator Walker: It has worked out well.
Senator Croll: It has been done before.
Mr. Hignett: That has not been a problem. It is expensive, but it has not 

been a problem. That is the urban renewal section. The next one is public 
housing.

Senator Cook: Does that apply to the acquisition of public buildings in the 
area, schools and so on?

Mr. Hignett: It does not apply to schools, sir. It applies to all municipal 
plant except buildings.

Senator Cook: What happens if a municipality lags behind in its control 
and in the modernizing of buildings?

Mr. Hignett: It could help to provide a site for a school, but not the school 
building itself.

Senator Cook: I meant existing buildings in the area. Would they have 
power to renovate them, and so on?

Mr. Hignett: Oh, yes.
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Senator Walker: How far can this go under section 23d? You are putting 
up one half by way of grant and you are loaning the other two-thirds, so you 
have five-sixths of the money. Municipalities can take advantage of you, unless 
you are very strict. They might apply from now on, and just forget their own 
projects. They might come to CMHC whenever they want to renew. How will 
you prevent it getting out of hand? Instead of paying six-sixths, they will get 
half from you and two-thirds by way of loan at a reasonable rate. Are you not 
going to be deluged with applications for help under this section? What is the 
restriction?

Senator Baird: The amount of money you have got.
Senator Walker: The amount of money is two-thirds of the balance.
Senator Baird: No.
Senator Walker: It is the need of the community, then. How is that to be 

judged? Must it be a blighted area?
Mr. Hignett: Yes.
Senator Walker: Must the water works be a blighted area? It seems in

credible. Are we not getting far away from housing now? I am just asking the 
question; I know you have an answer.

Mr. Hignett: In a sense, that is right, Senator Walker. Urban renewal 
began under the Housing Act and has continued under the Housing Act and it 
certainly is a factor in terms of urban development. There are run-down com
mercial areas as well as run-down housing areas. These need treatment just 
as badly as the housing area. The municipal plant runs down in these areas 
and this needs replacing. As a matter of fact, the characteristic of a slum area 
is that one of the worst parts of the slum area is usually the condition of the 
municipal plant itself, the condition of the streets, the sidewalks and the 
lighting. So there is a lot involved in this and it goes far beyond the narrow 
limits of housing.

Senator Reid: Are the municipalities notified and kept informed as to the 
changes in the act?

Mr. Hignett: Yes indeed, sir, by all the means at our disposal; by our 
information service and by our managers. We work pretty hard at this.

Does this help your question, Senator Walker? If you look at section 23, 
you will see it defines an urban renewal scheme:

(b) “urban renewal scheme” means a scheme for the renewal of a 
blighted or substandard area of a municipality that includes 
(i) a plan designating the buildings and works in the area that are 

to be acquired—
Senator Walker: I see that, but it could also have this danger, that you 

put up the greater part of the money and unless you have very strict control 
it can become a racket. I would think that if I were in a municipal office I 
would certainly go to you, I would not put up a cent. I would try to get this 
declared a blighted area and let CMHC pay for it. I hope you have strict enough 
regulations to see that you are not taken advantage of.

Mr. Hignett: Certainly CMHC and the Government are the judges as to 
whether the area is a blighted area or not. We are the judges as to that and 
as to the validity of the scheme. I think that the controls are there, Senator 
Walker.

Senator Walker: Thank you.
Senator Isnor: I think they were very much in evidence in Halifax.
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Mr. Hignett: We are usually criticized the other way. The municipalities 
usually think we are too tough.

Senator Thorvaldson: It has been my experience that whether it is in the 
legislation or not a corporation has the final say in these matters.

Mr. Hignett: That is right, sir.
Next, the public housing section, which is section 8 of the bill, on page 9. 

Public housing in Canada—housing for very low income families—is almost 
always subsidized housing, and housing rented in accordance with the tenant’s 
ability to pay.

This legislation was first enacted in 1949, and has been in the act for 
15 years. During these 15 years only 12,000 housing units have been built all 
across Canada. This is not very impressive, but I think honourable senators 
should know that notwithstanding the fact that only 12,000 housing units 
have been built, as far as I am aware no project ever recommended to the 
federal Government by a province has been turned down.

Senator Brooks: You say 12,000 housing units. How many people would 
that accommodate?

Mr. Hignett: About 50,000 people.
Senator Thorvaldson: Does that include the building done under the limited 

dividend corporation type?
Mr. Hignett: No, sir. This is just subsidized public housing done under 

section 36 with the joint federal-provincial agreements. This is the only provi
sion for subsidized housing in the National Housing Act.

Senator Walker: The reason is that it is too expensive, is it not? The way 
it is at the present time you have to build brand new housing, and now you 
are going to amend it and make it cheaper to build?

Mr. Hignett: That is right. We are widening the act in a number of ways. 
Up to now it has been possible to acquire existing housing for public housing 
purposes, but only in urban renewal areas, and the definition of an urban 
renewal area has been so tight that in point of fact nothing has been acquired, 
no existing housing has been acquired as public housing. Both the existing 
section 36 and the proposed new section have widened this. So that in existing 
housing what is thought by the municipality and the federal Government to 
be acceptable for public housing could be purchased or leased for that purpose.

Senator Burchill: I know of two or three projects in my province of New 
Brunswick which are getting under way now, to build small homes for the 
aged people, to be promoted by service clubs and by some religious denomina
tions. Would those projects—I believe the rent is not supposed to be more 
than $60 a month—come under this section?

Mr. Hignett: No, sir. It does come under this bill. Section 16a, which is 
clause 5 on page 4 of the bill, has been broadened to include hospitals and 
dormitories, which are one of the most serious needs for the housing of older 
people. It is a form of housing on which we have not been able to make loans 
in the past, so the section has been widened so that we can now make loans 
on self-contained accommodation or hospitals or dormitories in the kind of 
projects you have in mind.

Senator Cook: You say you have not been able to make loans on accom
modation of that kind in the past?

Mr. Hignett: Not on hospitals. The principal change in the public housing 
section is an amendment that enables a province, or a province and a munie-
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ipality jointly, to create a public housing agency which will actually own 
and operate public housing projects. The section makes provision for loans 
to such public housing agencies of 90 per cent of the cost at a low interest 
rate for periods up to 50 years. Such projects may qualify for a federal subsidy 
of half the losses in operating such projects.

Senator Isnor: Are there any of those at present?
Mr. Hignett: No, sir. At present all public housing in Canada is owned 

jointly by the federal and provincial governments on a 75-25 per cent basis. 
So the federal Government is the majority owner of all public housing in 
Canada. This is not always a good arrangement.

Senator Walker: And the federal Government pays 75 per cent of all 
losses?

Mr. Hignett: That is 75 per cent of all losses. This will enable other public 
agencies to become owners of public housing.

Senator Thorvaldson: I think that is entirely distinct from limited 
dividend?

Mr. Hignett: Yes, entirely. This is for incomes lower in scale than the 
limited dividend. The limited dividend is for low income families too. With 
the aid of the low interest Joans and long amortization periods, rents can be 
secured without subsidy for low income families within their ability to pay.

The Acting Chairman : How do you determine the ability to pay?
Mr. Hignett: Well, in Canada, a rental formula has been evolved over 

the years, and, simply stated, a family can at the lower end of the income 
scale afford to pay about 20 per cent of his income on shelter. So if his income 
is $100 a month, the rent is liable to be $20, and if $200 a month, $40. This is 
regardless of the kind of classification he needs; whether a dwelling with one 
bedroom or a dwelling with five bedrooms, it will be related to his income and 
not to the accommodation.

Senator Flynn: Mr. Chairman, I would like to ask the witness if he has 
read the comment which appeared yesterday in Le Devoir on this special point 
of low rental units. The editorial states that the housing legislation is not 
applicable to the needs of the Province of Quebec. It states that out of 11,000 
units there would be only 796 units in Quebec under this scheme. I would like 
the witness to comment on that. First, I would like to mention to the witness 
that they say here that Montreal and other cities in Quebec have been re
peatedly requesting the construction of these low income units without success. 
Perhaps the witness would comment on this, and then I will put some further 
questions later.

Mr. Hignett: At present, section 36 is on the basis of 75 per cent participa
tion by the federal Government, and 25 per cent participation by provincial 
governments. Now, the extent to which the section is used in any province is 
determined solely by the provincial government. The federal Government can
not exercise any initiative in this field. The application comes from the prov
ince to the federal Government; and as I said earlier, as far as I am aware 
no application submitted by a province has ever been rejected by the federal 
Government. So in the Province of Quebec there is really only one answer, 
that there has only been one application for a public housing project in Quebec 
that has been approved by the province, and that is the Jeanne Mance project 
in Montreal.

Senator Flynn: Where the rental is determined by the income of the 
tenant?
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Mr. Hignett: Yes, sir.
Senator Flynn : And you mentioned that if they need a five-room tenement 

they will get it at the same price? It is mentioned in this article that outside 
of Quebec they build these units comprising five rooms or more, but that in 
Quebec they have only very small units of two or three rooms, or one or two- 
bedroom apartments. What have you to say on that?

Mr. Hignett: The project they are thinking about is the one in down
town Montreal. This project was built to house families displaced from a very 
substantial slum clearance project. In building the project to house these people 
they knew the family content, and the family size of the people who would 
require the housing, and Jeanne-Mance was built to provide that accommoda
tion. The bedroom count was based precisely on the number of people living 
in the area prior to the commencement of the project.

Senator Flynn: There is no legislation that prevents the construction of 
units of three or more bedrooms to accommodate larger families?

Mr. Hignett: The selection of the house type is a problem for the munic
ipality with the concurrence of the province, and it is recommended to us.

Senator Flynn: In the report of the corporation can we figure the propor
tion of the loans it has made with respect to each province? Do you have statis
tics to show how on the basis of the ten provinces the facilities of the corporation 
are used?

Mr. Hignett: Yes, sir.
Senator Flynn: Generally, without entering into details, would you say 

that Quebec has used the facilities of the corporation in proportion to its popula
tion?

Mr. Hignett: Yes. Each province seems to use the National Housing Act 
in the manner best suited to meet its needs. All provinces participate very 
heavily in the ordinary lending sections of the National Housing Act—that is, 
the sections providing for insured loans by approved lenders. Of course, this is 
particularly effective in the Province of Quebec because the National Housing 
Act qualifies for the provincial interest rebate.

The ordinary N.H.A. loan is used very, very widely in Quebec. You have 
mentioned that public housing is not, and this is true. On the other hand, the 
legislation providing for housing accommodation for university students has 
been used more widely in the Province of Quebec than in virtually all of the 
other nine provinces put together. So it goes from province to province. The 
Province of Ontario has taken greater advantage of the sewerage legislation 
than Quebec has.

Senator Walker: The limited dividend was used extensively in Quebec?
Mr. Hignett: Yes, perhaps more in Quebec than in any other province.
Senator Flynn: The Quebec Provincial Government has not asked for any 

modification of the legislation with respect to any projects it has in mind?
Mr. Hignett: No, sir. We are working very closely with the Provincial 

Government in Quebec because they are entering into new fields. For example, 
the Province of Quebec is just now becoming interested in the problem of urban 
planning, and they are working very hard on a community planning section.

Senator Flynn: As you have said, no project has yet been turned down?
Mr. Hignett: No.
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Senator Walker: That is, for public housing—subsidized housing.
Mr. Hignett: That is right.
Senator Flynn: The article I was referring to, I think, deals only with 

public housing, if I understand it correctly. Thank you.
Senator Isnor: In other words, Quebec is treated exactly the same as any 

other province?
Mr. Hignett: Yes, sir.
The Acting Chairman: Are there any other questions of the witness in 

connection with public housing? Have you any further comments to make, Mr. 
Hignett, about the sections of this act? Would you like to talk about universities?

Senator Isnor: Just before you leave this subject, I think we would all be 
grateful if anything can be done to hurry along the Uniacke development in 
Halifax.

Mr. Hignett: As you know, that was presented to the city council yesterday, 
and according to the newspapers they have approved it. If they have then it will 
start very quickly.

Senator Walker: If they have anybody like Mayor Lloyd used to be then 
they will get everything they deserve.

Senator Brooks: Does the project in Saint John come under this act?
Mr. Hignett: Yes, and there is a public housing project going up on part of 

that land.
Senator Cook: Do not forget St. John’s.
Mr. Hignett: St. John’s does all right too. I think another interesting change 

is in the university section, clause 10. This legislation has been a really spectac
ular success. In less than four years since this piece of legislation was enacted 
the capacity of universities in Canada to house students has been tripled. When 
the legislation was enacted there were residences with a capacity of about 
10,000 students. Now 30,000 students can be housed on campuses, and this 
figure is growing all the time. But, we have discovered in this day and age that 
there are far more graduate students at universities than there ever were in 
the past. These graduate students are likely to be married, so there is a provision 
here to extend the housing legislation to include self-contained accommodation 
for married students.

There is also an extension to enable charitable institutions and corporations 
to build university housing on university campuses. For example, we run into 
some churches that build university residences at universities where they have 
no teaching facility. This will enable such churches—the Presbyterian church 
is an example—to qualify.

Senator Isnor: When you approve a loan to a church of any denomination 
you are not particularly interested as to whether it pays taxes to the munici
pality or not?

Mr. Hignett: Well, university housing is usually exempt from taxes.
Senator Isnor: What you are doing in so far as married couples are con

cerned is to take them away from private enterprise and put them into accom
modation that is publicly owned, and you thus deprive the municipalities of a 
certain amount of taxes, do you not?

Mr. Hignett: Yes, I think that is a fair comment. That, in fact, does 
happen if you build housing on a university campus. You take those people
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out of the community, but in most university cities there is a great shortage 
of—

Senator Isnor: I do not question that at all.
Mr. Hignett: —of housing for either single or married students.
Senator Isnor: I know, but that is a danger I see.
Senator Cook: Would that be a very large amount?
Senator Isnor: It might be if it went far enough.
Senator Walker: You will not make much out of university students, 

anyway.
Senator Reid: May I ask a question of Mr. Hignett with respect to section 

35e on page 12. Who pays the loss incurred in renting low cost housing?
Mr. Hignett: Section 35e enables the corporation to enter into an agree

ment with the public housing agency so that the corporation may bear one- 
half of the operating loss.

Senator Reid: Who pays the balance?
Mr. Hignett: The public housing agency, whether that be the province 

or the municipality. They are the owners of the projects, and they pay the 
balance.

Senator Hugessen: On the subject of university housing do I take it from 
sections 10, 11 and 12 that a loan will be made, for instance, to a diocesan 
college forming part of a university to house the students of some particular 
creed who are attending the diocesan college?

Mr. Hignett: Yes, sir.
Senator Walker: But it all must be on a charitable corporation basis, 

where no profit is made?
Mr. Hignett: That is right. Is must be strictly a charitable organization, 

and non-profit in every respect. It is not the kind of non-profit organization 
that an individual can create.

Senator Hugessen: I am thinking of a situation in Montreal where there 
are two diocesan colleges, one belonging to the United Church of Canada and 
the other to the Anglican Church, which are affiliated to the university, both 
of which have a number of students which need housing. It would be possible 
under the section as amended for the diocesan college, which is a separate 
organization on its own, to qualify as a charitable organization and obtain a 
loan?

Mr. Hignett: Yes, providing the educational facility that the college is 
offering is at the university level and not at high school level.

Senator Hugessen: Oh, yes.
Senator Isnor: This change was made just a couple of years ago, was it

not?

Mr. Hignett: This legislation is in its fourth year. It was enacted at the 
end of 1960.

The Acting Chairman: Are there any other questions?

Mr. Hignett: The principal change in clause 13 is the extension of the 
date. It means that 25 per cent of the loan may be forgiven from March 31, 
1965, to March 31, 1967.
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The Acting Chairman: How much of an extension? Is it two years?
Mr. Hignett: It is two years. This is the second extension. Legislation 

was enacted at the end of 1960 to expire on March 31, 1963; it was extended 
to March 31, 1965; and now it is being extended to 1967.

Senator Burchill: What section is that?
The Acting Chairman: Clause 14, pages 14 and 15.
Would the committee like to hear any other witness in connection with 

this bill? We have here Mr. Wilson, General Counsel, and Mr. Tapping, the 
Secretary of the Board of Directors of N.H.A.

Senator Walker: It looks to me as if it is pretty clear.
The Acting Chairman: Would the members of the committee like to go 

through the bill clause by clause? Shall clause 1, concerning the rate of 
interest, carry?

Hon. Senators: Carried.
The Acting Chairman: Shall clause 2, as to the loan, increasing the loan 

from $12,000 to $13,000, carry?
Senator Isnor: I would like to make a comment in regard to clause 2. I 

remember that away back in 1945 or so, Mr. Dunning was Minister of Finance 
and responsible for N.H.A. The loan was something about 70 per cent at that 
time—and I made a statement that some day no doubt we would see the 
CMHC advancing loans to the extent of 100 per cent, based on the same 
principle as insurance and the normal risk, and we are pretty close to it now 
at 95 per cent.

The Acting Chairman: We are, at 95 per cent.
Senator Reid: What is the maximum loan for a house?
Mr. Hignett: The maximum loan for a house of three bedrooms or less 

is $14,900; it is $15,600 for four bedrooms or more; it is $12,000 for a unit 
in an apartment house.

Senator Reid: $14,000 is not an expensive house today.
Senator Aseltine: $15,600 is the maximum loan?
Mr. Hignett: $15,600 is the absolute maximum.
Senator Burchill: No matter what size?
Mr. Hignett: That is the maximum.
Senator Reid: Is the house value for the loan?
Mr. Hignett: Yes indeed, because this is a house amortized on a 25-year 

basis.
Senator Reid: I have known of some houses built and mortgaged over 

30 years. They will not last 30 years.
Mr. Hignett: People said in 1945, 20 years ago, that the houses would 

not last, and they look exactly the same now as when they were built.
Senator Reid: If you take out loans now over 30 years—it is not like the 

case of houses built 50 or 60 years ago. Present-day housing will not stand 
UP in the same way.

Senator Cook: On the other hand, houses built in 1945 are worth very 
niuch more now.
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Mr. Hignett: Yes and in the case of those that we refer to as 25-year 
or 30-year mortgages, the average life of the mortgage is 14 years.

Senator Cook: In other words, they pay off?
Mr. Hignett: Yes, they pay off.
Senator Walker: Very few last for 30 years?
Mr. Hignett: Very few, but of those made for 30 years, the average life 

is 14 years.
Senator Cook: Your standards are fairly high.
Mr. Hignett: We keep them up.
The Acting Chairman: Shall clause 2 carry?
Hon. Senators: Carried.
The Acting Chairman: Shall clause 3, concerning extension of time for 

defaults, from six months to twelve months, carry?
Hon. Senators: Carried.
The Acting Chairman: Shall clause 4, investments by corporations, 

carry?
Hon. Senators: Carried.
The Acting Chairman: Shall clause 5, loans from non-profit corporations, 

section 16a, carry?
Hon. Senators: Carried.
The Acting Chairman: Shall clause 6, advances out of the consolidated 

revenue fund, carry?
Senator Reid: It says “reimburse the corporation for losses sustained”?
Mr. Hignett: C.M.H.C. has never suffered losses. If they did, this provides 

for a reimbursement of the loss.
Hon. Senators: Carried.
The Acting Chairman: Shall clause 7, including sections 23, 23a, 23b, 

23c, 23d and 23e, which have been explained by Mr. Hignett, and section 23F, 
carry?

Hon. Senators: Carried.
The Acting Chairman: Shall clause 8, which has also been explained by 

Mr. Hignett, carry?
Hon. Senators: Carried.
The Acting Chairman: Shall clause 9, definition of.“public housing agency”, 

carry, including section 35b, 35c, 35d and 35e?
Hon. Senators: Carried.
The Acting Chairman: Shall cause 10, defining charitable corporations 

and university housing projects, carry?
Hon. Senators: Carried.
The Acting Chairman: Shall clause 11, loans for university housing proj

ects, including section 36b, carry?
Hon. Senators: Carried.
The Acting Chairman: Shall clause 12, expenditures to be paid out of the 

consolidated revenue fund, carry?
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Hon. Senators: Carried.
The Acting Chairman: Shall clause 13, concerning loans for sewage 

treatment projects, carry?
Hon. Senators: Carried.
The Acting Chairman: Shall clause 14, the extension from 1965 to 1967 

of sewage projects to benefit by the 25 per cent, carry?
Hon. Senators: Carried.
The Acting Chairman: Shall clause 15, dealing with section 36g, carry?
Senator Walker: That is the point where we are inserting the word “it” 

to make it clear.
Hon. Senators: Carried.
The Acting Chairman: Shall clause 16 authorizing that where loans are 

not available the corporation may lend, carry?
Hon. Senators: Carried.
The Acting Chairman: Shall the title carry?
Hon. Senators: Carried.
The Acting Chairman: Shall I report the bill without amendment?
Senator Burchill: May I just go back to clause 6, the increase in the 

advance from the consolidated revenue fund to $2.5 billion. Did I understand 
you to say that at the present time you were using $1.9 million?

Mr. Hignett: $1.9 billion, sir.
Senator Burchill: It is a revolving fund, is it not? What about the pay

ments that come back?

Mr. Hignett: The payments that come back to the corporation go directly 
to the Receiver General. If we had a revolving fund of $2 billion, it would 
never be necessary to go back to Parliament again. This does not revolve at 
all. When we have reached the limit of our authority to commit, we must come 
back to Parliament and seek an additional fund. All of the money that is 
repaid to us as a result of our lending operations goes directly to the Govern
ment.

Senator Burchill: In order to get the balance, the amount of actual money 
that is being used in housing, you must get credit for what is returned?

Mr. Hignett: In terms of cash drawn on the Government, if we made 
direct loans of $300 million this year, we would likely repay to the Govern
ment $200 million on loans and interest flowing into the corporation. That is 
paid over to the Government. We would borrow $300 million from the Govern
ment at the same time, so we are repaying and borrowing. From the Govern
ment’s net position, providing $300 million to C.M.H.C. this year would probably 
require about $100 million in cash, but nevertheless in the bookkeeping we 
pay in every cent that we take in, to the Government, and borrow every cent 
we lend.

Senator Burchill: To clarify in my mind this $1.9 billion you speak of, 
is that the total advanced by the Government since the Housing Act was 
passed?

Mr. Hignett: For the purpose of making any N.H.A. loans to home owners.

Senator Baird : In other words, you have not a true balance sheet there?
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Mr. Hignett: It is not intended to be a true balance sheet.
Senator Baird: Just the same, it is rather misleading to the public. You 

have done better than you show, in other words?
Mr. Hignett: Our annual report would indicate the amount of money we 

owe to the Government on December 31 each year, and it certainly is not—
Senator Burchill: But this will keep on.
Mr. Hignett: This figure will keep rising.
Senator Walker: How much of the $1,960,000,000 has been repaid, approxi

mately, Mr. Hignett?
Mr. Hignett: I would guess about $400 million, sir.
Senator Walker: All this indicates, and I think it states also, is that the 

minister may out of the Consolidated Revenue Fund make advances “not 
exceeding”. He has already made advances up to almost $2 billion, and you 
want permission to make advances for another half a billion dollers?

Mr. Hignett: That is right.
Senator Walker: But, of course, everything advanced is eventually repaid. 

I think the senator makes a good point, that it is not clear to the public. You 
really have out on loan now, $1,960,000,000 because at least $400 million of that 
has been repaid; isn’t that correct?

Senator Burchill: That is the point.
Senator Walker: It is a bit misleading.
Mr. Hignett: Our financial statement and report indicate our true position.
Senator Hugessen: How much have you actually outstanding?
Senator Walker: It is $1.5 billion.
Mr. Hignett: I have the annual report here, sir. $1,652,881,762. That is 

the amount that we actually owe the Government at December 31 last.
Senator Hugessen: Out of a total of $1,950,000,000 I think you said?
Mr. Hignett: Yes, roughly. Actually, the total assets of the corporation 

are $2,690,000,000. I think we have the dubious distinction of being the only 
government corporation that owes more to the Government than the CNR 
does.

Senator Walker: And yet your ratio of losses has been infinitesimal?
Mr. Hignett: Yes, virtually negative.
Senator Walker: And so you haven’t lost anything, because you are 

insured?
Mr. Hignett: No. All our lending since 1954 has been insured, so the 

likelihood of loss is very remote.
The Acting Chairman: Thank you, Mr. Hignett, for your presentation to 

the committee.
Senator Walker: I join you, Mr. Chairman. The witness has made an 

excellent presentation.
Mr. Hignett: Thank you, sir.
The committee thereupon concluded its consideration of the bill.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Monday, 
July 27th, 1964:

“A Message was brought from the House of Commons by their Clerk with 
a Bill C-110, intituled: “An Act to facilitate the making of loans to students”, 
to which they desire the concurrence of the Senate.

The Bill was read the first time.

With leave of the Senate,
The Honourable Senator Fergusson moved, seconded by the Honourable 

Senator Inman, that the Bill be read the second time now.

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 Fergusson moved, seconded by the Honourable 
Senator Inman, 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.”

J. F. MacNEILL, 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Tuesday, July 28th, 1964.

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, Beau- 
bien (Provencher), Blois, Brooks, Burchill, Connolly (Ottawa West), Crerar, 
Croll, Fergusson, Flynn, Gershaw, Gouin, Hugessen, Irvine, Isnor, Leonard, 
McCutcheon, McLean, Molson, Pearson, Pouliot, Roebuck, Smith (Kamloops), 
Thorvaldson and Vaillancourt.— (26)

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

On Motion of the Honourable Senator Croll it was Resolved to report 
recommending that authority be granted for the printing of 800 copies in Eng
lish and 300 copies in French of the proceedings of the Committee on Bill 
C-110.

Bill C-110, “An Act to facilitate the making of loans to students”, was 
read and considered, clause by clause.

The following witnesses were heard:
The Hon. E. J. Benson, Minister of National Revenue. Mr. J. F. 

Parkinson, Economic Adviser, Department of Finance. Mr. Larry Pen
nell, M.P., Parliamentary Secretary to the Minister of Finance.

On Motion of the Honourable Senator Croll it was Resolved to report the 
said Bill without amendment.

At 11 a.m. the Committee adjourned to the call of the Chairman.

Attest.
F. A. Jackson,

Clerk of the Committee.
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REPORT OF THE COMMITTEE

Tuesday, July 28th, 1964.

The Standing Committee on Banking and Commerce to whom was referred 
the Bill C-110, intituled: “An Act to facilitate the making of loans to students”, 
have in obedience to the order of reference of July 27th, 1964, examined the 
said Bill and now report the same without any amendment.

All which is respectfully submitted.

SALTER A. HAYDEN, 
Chairman.



THE SENATE
THE STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE
Ottawa, Tuesday, July 28, 1964.

The Standing Committee on Banking and Commerce, to which was re
ferred Bill C-110, to facilitate the making of loans to students, met this day 
at 9.30 a.m.

Senator Salter A. Hayden (Chairman), in the Chair.
The committee agreed that a verbatim report be made of the com

mittee’s proceedings on the bill.
The committee agreed to report recommending authority be granted 

for the printing of 800 copies in English and 300 copies in French of the 
committee’s proceedings on the bill.

The Chairman: We have before us Bill C-110. The Minister of Finance 
is unavoidably detained m Toronto. I think he will be in later in the day, but 
not early enough to deal with this bill. The Honourable E. J. Benson, Minister 
of National Revenue, has come over, I assume, because the preparation of the 
bill is something he had to do with until he was elevated to his higher sphere 
of influence. I will ask Mr. Benson, according to the usual practice, to make 
a statement.

Hon. E. J. Benson, Minister of National Revenue: First of all, I must apologize 
in that I am comparatively unprepared. I was told only 20 minutes ago that I 
should attend this meeting to speak to this bill.

The general purpose of the bill is to provide loans for students. The 
method by which loans will be made is that the federal Government will 
guarantee loans made by the chartered banks upon the receipt of a certificate 
to be issued by a provincial authority. There was quite a discussion in the 
house concerning who would be the provincial authority under this act. It is 
the Lieutenant Governor in Council, who will designate somebody within the 
province to issue certificates to students requiring loans. We assume that in 
many of the provinces the registrar will be the designated authority for a 
particular university.

The registrar will indicate the necessity for the loan, and then armed 
with this certificate the student will be able to go to the chartered bank of 
his choice and present the certificate, whereupon he will be loaned an amount 
not exceeding $1,000 in any one year, and not exceeding $5,000 during his 
academic career.

During the period that the student is in university, and for six months 
thereafter, the interest on the loan will be paid out of the federal treasury. 
There is authority in the bill allowing the Minister of Finance to make these 
interest payments for the period that the person is a student and for six 
months after graduation. After the student graduates the loan will be paid 
back to the bank by the student, presumably in monthly payments, or under 
some other arrangement agreed upon with the bank, over a period of not less 
than five years and not more than ten years.

Senator Crerar: Are we going to take the bill clause by clause?
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The Chairman: Yes.
Senator Crerar: The bill provides that the Lieutenant Governor in Coun

cil in a province shall establish the ground rules, in a sense, under which this 
legislation will operate. There are 10 lieutenant governors in council. Would 
not there be a possibility that there would be 10 different applications of this?

Hon. Mr. Benson: Perhaps I could answer this. I think that in the 10 
provinces—perhaps we could exclude Quebec because it is believed that Quebec 
will opt out.

Senator Crerar: In the nine?
Hon. Mr. Benson: There might be different conditions for granting cer

tificates, but really the main function of the Lieutenant Governor in Council, 
or the authority appointed by him, is to see that the student requires the 
loan. They cannot change the other ground rules—the conditions of the loan, 
the bank, the fact that the Government guarantees it. As to the conditions 
under which the student requires the loan, I think these would not be limited 
to the Lieutenant Governor in Council. There might be some variance at uni
versities. For example, if university registrars were designated, you might get 
some slight variance among the universities. But in all cases we must assume 
that the Lieutenant Governor in Council will designate a responsible person 
who will take into account the interest of the student, and that if the student 
needs the loan he will give the student a certificate to go to the bank and 
borrow.

Senator Crerar: When you made the provisions for the Lieutenant Gover
nors in Council to define the ground rules, was it contemplated that they would 
have to conform to section 13 and the regulations? And what will these regula
tions be? They will be made by the Governor in Council?

On a hasty glance at the regulations, apparently this gives the Governor in 
Council very wide powers in framing regulations—the determination of in
terest rates and such matters. Why was that not put in the bill?

Mr. J. F. Parkinson, Economic Adviser, Department of Finance: You are right 
in suggesting that the provinces make the ground rules, but the ground rules 
in question with which they are concerned are very largely the criteria for 
educational purposes. That is to say, they are the ground rules affecting the 
student and the method of determining whether he is in need of financial 
assistance. They are the ground rules connected with which courses shall be 
eligible or which students going to which courses shall be eligible for a loan. 
They are mostly the ground rules on which institutions shall be nominated or 
prescribed.

The regulations, you will notice, almost without exception relate to the 
banking arrangements, that is, the strict banking arrangements between the 
student and the bank—the rate of interest, the arrangements for repaying the 
loan, the way in which the loans become consolidated as the student reaches 
the end of his academic career, and matters of that kind. The Government has 
chosen to give the province, the provincial authorities, the Lieutenant Gover
nor in Council, the right to lay down those particular ground rules, which 
are really of an educational character or which affect the student. Some prov
inces may decide, as they are free to decide, the technical institutes of 
post-secondary character, and students at such institutions will be eligible for 
a loan. Another province may decide to reserve all its quota—the quota is the 
sum total of recommended loans—only for students attending universities, 

ome provinces may include teachers’ training courses and some may not. 
ome provinces may include universities outside the province, and others may 

no hese are matters for the provinces to decide. The strictly banking, finan- 
cial arrangements are ground rules which will be laid down in the regulations 
by the federal Government.
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The Chairman: Senator Crerar, you were using the expression “lieutenant 
governor in council,” in regard to regulations. You mean the governor in 
council?

Senator Crerar: That is Ottawa.
The Chairman: I am looking at the regulations in section 13. Those are 

made by the governor in council.
Senator Crerar: Yes, the Governor in Council here, the federal authority.
The Chairman: In some of your remarks you were interchanging Lieu

tenant Governor in Council and Governor in Council.
Senator Crerar: No, no, wait now. The Lieutenant Governor in Council 

defines the ground rules.
The Chairman: He defines the appropriate authority.
Senator Crerar: Precisely. That is what I call the ground rules. Now, the 

Lieutenant Governor in Council may appoint the Mayor of Winnipeg or the 
Mayor of any city, the president of the university or the chairman of a labour 
board or the reeve of a municipality. In his discretion, he may appoint any
one to perform the duties set out in section 2 (1) (b). That is pretty loose, 
it seems to me. So far as the regulations are concerned, and the first regulation, 
what authority does that give the Governor in Council in Ottawa to direct the 
Lieutenant Governor in Council in the execution of his duties?

The Chairman: It does not.
Mr. Parkinson: I shall read section 13 (a):

The Governor in Council may make regulations 
(a) prescribing the forms of agreements, certificates of eligibility— 

Now, that is important— 
claims—

The Chairman : Prescribing the form of the certificates of eligibility.
Senator McCutcheon: What you put in the form has a good deal to do 

with the eligibility. It is not just a mere form.
Hon. Mr. Benson: Yes.
Senator McCutcheon: The minister agrees with that.
The Chairman: There is no difference between the “appropriate authority” 

and prescribing the form which must be used.
Senator Crerar: The lawyers are going to get me confused before this is 

all over, Mr. Chairman. Will the witness give a statement as to the limitations 
in section 13(a) which says:

The Governor in Council may make regulations prescribing the 
forms of agreements, certificates of eligibility, claims, reports ....

Hon. Mr. Benson: We are merely regulating relationship with the banks.
Senator Crerar: Yes, I think I get that. You prescribe the forms, you 

lay the regulations down, and then you say to the authority who is to decide on 
the applications, these are the forms you must use in asking questions and 
getting answers. That is the proposition, is it not?

Hon. Mr. Benson: That is correct.
Senator Crerar: Then who decides on the academic standing of the 

applicant for the loan?
Hon. Mr. Benson: This would be based upon the decision of the authority 

appointed by the Lieutenant Governor in Council. They will decide on which 
students can get the loans.

Senator Crerar: Let me carry that one step further. The Lieutenant Gov
ernor in Council lays down ground rules. It appoints say the Mayor of Yorkton
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to be the authority to decide what students, according to their standing, could 
qualify for these loans. Am I right in that?

Hon. Mr. Benson: That is quite right.
Senator Crerar: The Mayor of Yorkton sits down and says, “Well, there 

are certain standards here, and these students must reach these standards 
before they can get a loan.” Am I right?

Hon. Mr. Benson: Quite correct.
Senator Crerar: Supposing the Mayor of Yorkton is a generous-hearted 

individual, and is probably one of the “do-gooders,” and says, “Well, now, 
this could be made as wide as possible.” Then he sets a standard for, say, 
graduates from high schools to enter university, that if they have had a pass 
mark in the high school they can qualify to get a loan under this legislation. 
Has he that power?

Hon. Mr. Benson: Yes, he has.
Senator Crerar: Could he say, “Well, instead of having a pass mark, we 

will be a little more generous. If the pass is 50 per cent, anybody who reaches 
40 can get it.”

Hon. Mr. Benson: He could possibly do this if the student had post
secondary school education.

Senator Crerar: In other words, he would have to have a standard in 
order to matriculate into university.

Hon. Mr. Benson: That is right.
Senator Crerar: But then supposing he doesn’t—and this applies all over 

Canada, in nine different provinces. I think Quebec probably has been a little 
wiser, because they have said, “You are not going to lay down ground rules 
for us, but you can give us the cash and we will handle it as best we can.” 
That is what is really happening isn’t it?

Hon. Mr. Benson: No, senator. We are not giving Quebec the cash. We are 
simply reimbursing them for interest they would have paid, on any loans 
that will be made on the credit of the Province of Quebec.

Senator Crerar: Isn’t that a distinction without a difference? You are 
giving them money?

Hon. Mr. Benson: That is right; but we are not providing funds for them 
to loan to students.

Senator Crerar: No, but they go to the banks.
Senator Hnatyshyn: Supposing they default; who pays?
Hon. Mr. Benson: Quebec. Incidentally, Quebec now has quite a compre

hensive student loan system, perhaps one of the best in the country. I think I 
am safe in saying this.

Senator Croll: How many other provinces have experience in this field?
Hon. Mr. Benson: Oh, quite a few.
Mr. Parkinson: All except Newfoundland, for giving bursaries or scholar

ships, and so on.
Senator Crerar: Now, the Mayor of Yorkton has set the standard, and 

the student gets into the University of Saskatchewan and gets a loan of $1,000. 
He does that of his own volition, doesn’t he?

Hon. Mr. Benson: Quite correct, sir.
Senator Crerar: Supposing his father thought, “Well, now it would be 

better for this young man if he had to go out and earn this for himself. 
Although the student may be a minor, the father has no veto on it?

Hon. Mr. Benson: That is correct.
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Senator Crerar: Then the student gets into the university, and gets $1,000 
to pay his expenses. Then later he becomes more interested in sport, in dancing, 
and that sort of thing, than his classwork. That is a possibility, isn’t it? Would 
you agree with that?

Hon. Mr. Benson: Yes.
Senator Crerar: Then when it comes to the first year’s examination at the 

end of the term, instead of getting a pass, this fellow is away down the list 
and fails. He becomes disillusioned a bit and says, “I don’t think I will go to 
university.” Or he may try another year and fail, having received pass 
marks in a supplementary examination. Then he decides to quit. You have 
invested $1,000 or perhaps $2,000 in this student’s education, and he chucks the 
whole thing. Now, there is no one responsible but the student for the repay
ment of that loan, is there?

Hon. Mr. Benson: Quite correct—and the Government of Canada, which 
guaranteed the loan.

Senator Crerar: No one outside?
Hon. Mr. Benson: No one outside.
Senator Crerar: Of course, the Government is always responsible in the 

end, apparently. But this student snaps his finger and says, “They have a lot 
of money in Ottawa, I am not going to bother repaying it.” What are you going 
to do? How long are you' going to pursue him to collect?

Hon. Mr. Benson: Well, you have the normal rights of collection on any 
loan, and you can take the action necessary to enforce collection through the 
courts.

Senator Crerar: When the student gets a loan, is he asked to give a note?
Hon. Mr. Benson: Yes, of course, but it is an agreement he signs rather 

than a note.
Senator Crerar: Suppose he is a minor. Do you provide in this legislation 

whether action against him for collection is valid? Suppose he has no assets. 
What is going to happen in the end? Won’t that loan be written off?

Hon. Mr. Benson: No; you keep on trying to collect as long as the loan 
is outstanding, and you don’t allow it to lapse.

Senator Crerar: That is in effect what you would do. You would set 
up machinery here in Ottawa, perhaps, to follow these people and see if you 
can collect from them, and in the end the machinery costs more than the cost of 
collection.

Hon. Mr. Benson: The record of student loans in Canada has been very 
good. I had some connection with a university prior to entering politics, and 
it was invariably the case that students who received loans from universities— 
in these cases it was the universities who were lending money—would repay 
the loan. The loss ratio with respect to university students was very, very 
low on loans. After all, we are lending to people who have illustrated that they 
can get through secondary school. They are all at the stage where they are 
attending university. Most of them will be successful in university. If you 
cannot have confidence in this kind of people to repay loans in Canada, I think 
you cannot have confidence in anyone. I would say they are good risks.

Senator Crerar: I think the great majority of these students would make 
an honest effort to repay a loan; but I am as certain as I am speaking now that 
some will try and dodge it. That is human nature.

The Chairman: And supposing that is true?
Senator Crerar: Well, supposing it is true; the example is not a very good 

one for other students. I am not against helping students, but I think this is 
the wrong way to go about it. Supposing, for example, a young boy and girl
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in first year university become engaged and get married. Both of them are 
entitled to $1,000 a year, and after they graduate they are faced with the propo
sition of paying back $10,000.

Hon. Mr. Benson: This is a graduated repayment. Presumably the arrange
ment would be for an amortization of interest and principle by monthly pay
ments. You would not be hit with a sudden debt of $5,000. Furthermore, the 
loans are going to be insured, so that if someone died it would not be necessary 
to make the repayment.

Senator Crerar: There is no interest charged until six months after gradu
ation, is that correct?

Hon. Mr. Benson: Right.
The Chairman: Senator McCutcheon, you were looking for the opportunity 

to ask a question a few minutes ago.
Senator McCutcheon: Mr. Chairman, I would like the minister to give me 

his opinion as to whether the effect of this legislation will be merely to replace 
existing student loan plans, or will it supplement them?

Hon. Mr. Benson: In my opinion, it will go far beyond replacing the 
student loan plans that presently exist.

Senator McCutcheon: It may go far beyond them, but do I understand you 
to say it will replace them?

Hon. Mr. Benson: It will supplement them. Undoubtedly, in some cases it 
will replace and in others supplement them. The provinces would probably end 
their existing student loan plans and adopt this one, which provides a good deal 
more funds for some of the provinces.

Senator McCutcheon: As I understand the minister, you anticipated this 
global amount to be provided under this bill would first replace the student 
loan plans in the case of some provinces to which the bill is going to be appli
cable and because of the large total amount available compared to some of 
the individual student loan plans it would act as a supplement?

Hon. Mr. Benson : One could comment hypothetically on what the prov
inces might do, Senator McCutcheon. I think that probably—and this is merely 
a personal opinion—in some of the provinces you will find the funds they 
presently use for the student loans may be diverted into scholarships or to 
provide additional loans. We cannot tell what the provinces will do, but un
doubtedly some funds will go to replace some present student loan plans and 
to supplement others.

Senator McCutcheon: There is no safeguard in the bill to prevent that?
Hon. Mr. Benson: No.
Senator McCutcheon: This is not something that is going to add to the 

global amount of funds available for students?
Hon. Mr. Benson: It will, because the amount of the allocation per prov

ince will be more than the existing sums.
Senator McCutcheon: I did not state it correctly. It will not add a total 

of $40 million?
Hon. Mr. Benson: Perhaps not.
Senator McCutcheon: Mr. Minister, I do not believe that the province will 

designate the Mayor of Yorkton to establish the ground rules, as they have been 
termed, but in section 2(h) you refer to an “appropriate authority,” and yet, 
as I recall your opening statement, you suggested, to take Ontario, there might 
be 16 registrars appointed. Is it competent under that section to appoint a num
ber of authorities?

Hon. Mr. Benson: Yes, the appropriate authority may lay down the ground 
rules within which the registrars of the various universities would work. Some
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of the provinces have student loan boards. They may continue to centralize 
within that province and have the university loans fund handled through the 
student loan board. I was simply indicating it might happen that they designate 
the registrar of the university. Each province could set up a student loan board 
and all loans could be funnelled through it or officers designated by it.

Senator McCutcheon: My question is whether they can designate a num
ber of authorities or one central authority.

The Chairman: Senator McCutcheon, the Lieutenant Governor in Council 
appoints the appropriate authority. Then the appropriate authority may sur
round himself with its many tools or instruments to work with as he wishes, and 
the registrar may be that instrument.

Hon. Mr. Benson: That is quite right.
Senator McCutcheon: In the minister’s opening statement I got a different 

impression.
You were asked who would pay the losses of the Province of Quebec 

assuming it opts out, and you said the Province of Quebec. Technically, that is 
probably true. Actually, you agree to reimburse Quebec not only for the inter
est—and I just use Quebec as an example of a province opting out—but for the 
presumed loss calculated according to your formula?

Hon. Mr. Benson: They would pay the loss, and I was technically correct 
in this, but they would be reimbursed for the amount of interest cost and bad 
debt losses based on the record of loan costs across all the rest of the provinces.

Senator Hnatyshyn: In reality, the dominion Parliament will pay any 
losses?

Hon. Mr. Benson: Yes, provided the Province of Quebec ratio should work 
out to be exactly the same as the rest of the provinces. If it was the same we 
would be paying.

Senator McCutcheon: If it is less than the rest they will make money on 
the deal?

Hon. Mr. Benson: Yes.
The Chairman: Section 10 of the bill says that the appropriate authority 

may issue or cause to be issued, so that is in line with the thinking we have 
had.

Senator Burchill: In the matter of the provincial loans, I was wondering 
would there be anything in the regulations to prevent a student getting a loan 
from both the federal and provincial authorities?

Hon. Mr. Benson: I presume the designated authority of the province 
would prevent this, unless it was intentional. I think the designated authority 
within a province would look after this.

Senator Flynn: Mr. Minister, you have mentioned there are loan systems 
in all the provinces except Newfoundland. Outside Newfoundland how would 
you define the area of need above the present loan system, because I do not 
think the intention of the law is to replace the presently existing system.

Hon. Mr. Benson: This is correct. The funds within the provinces—and it 
varies from province to province—that have been available for loans are lim
ited within the provinces as they presently exist, and in some cases they are 
tied into their scholarship program as well. We believe—and this is after con
sultations with the provinces—that there is need beyond the present loans that 
are being made in the provinces across Canada—more in some provinces than 
in others. This is the purpose of this legislation, to make an equal opportunity, 
for loans at least, available across the whole country.
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Senator Flynn: Could you illustrate, for instance, the position of a student 
in Ontario and one in a province—outside Newfoundland where there are none 
—let us say where the system is less adequate?

Hon. Mr. Benson: In the Province of Ontario there are presently, I am 
informed, $3 million or $4 million available for loans and bursaries annually. 
Under this legislation we will be making available for loans in the Province of 
Ontario $13 million in the first year.

Senator Flynn: Can a student get a thousand a year or less? What is 
the amount?

Hon. Mr. Benson: It is presently $400 or $500 in the Province of Ontario.
Senator Flynn: Four hundred or $500?
Hon. Mr. Benson: Yes.
Senator Flynn: And other provinces, have you any amount for them?
Hon. Mr. Benson: They are about the same, I am informed, but unfortu

nately I do not have the specific information for the other provinces.
Senator Flynn: Outside Newfoundland?
Hon. Mr. Benson: Yes.
Senator Leonard: May I ask the minister whether he has any information 

or even an estimate of how far the student enrolment this fall at the universities 
throughout Canada might be increased beyond what otherwise would have 
been anticipated, by reason of these loans?

Hon. Mr. Benson: I really could not answer this, senator. I think some of 
the students who will get a loan from this loans fund would have gone to 
university in any case. One of the governing factors in universities is the plan 
they have available to existing students. It is our sincere hope and I think this 
will undoubtedly provide the opportunity to any boy or girl who has the 
ability to get into university to go to university regardless of his economic 
background.

Senator Leonard: But you have no information as to how far it may 
increase the number of enrolments?

Hon. Mr. Benson: No, we have not. This would be very difficult to estimate.
Senator Croll: I know little about the Ontario plan, but as I understand it 

last year in Ontario there were 6,600 student loans of $500 each, making a 
total of approximately $3 million. You say that will increase?

The Chairman: That much will be available.
Senator Croll: That much will be available, but you don’t know how 

much will be used. You see the point that is troubling me is how many of the 
provinces have similar plans with limits of up to $500, and also have you any 
idea how many loans they made?

Hon. Mr. Benson: All except Newfoundland, but in some cases the amount 
is less.

Senator Croll: Less than $500?
Hon. Mr. Benson: Yes.
Senator Croll: In Ontario there is a four-year plan rather than five years. 

You said $1,000 a year. If a student requires $500 in the fourth year and $1,200 
in the last year, is there anything for him?

Hon. Mr. Benson: He could not go beyond the $1,000 a year, but he does 
not have to go to the $1,000. I would think in such circumstances if a student 
foresaw this he would borrow the $1,000 and keep the $400 in the bank for 
the next year.
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Senator Grosart: I am not a member of the committee but I would like 
to ask some questions.

The Chairman: Go ahead.
Senator Grosart: First of all, I am all in favour of student loans and the 

general principles under which they are to be made available in this bill. I am, 
however, concerned about the lack of uniformity in provincial standards, and 
the possible unfairness that may develop. I should like to ask this question; 
will there be any attempt made by the Government or the department in the 
regulations or otherwise to bring about some degree of uniformity in what 
have been called the ground rules in the provinces?

Hon. Mr. Benson: It is not the intention of this legislation.
Senator McCutcheon: That could be dangerous.
Hon. Mr. Benson: I think it would be dangerous to interfere with the 

standards of education in the provinces and the standards set up for entering 
universities and other institutions. I think that would be a dangerous thing to do.

Senator Grosart: I appreciate the constitutional problem but is there not 
a likelihood of getting very great disparity in regard to educational opportunity 
from province to province?

Hon. Mr. Benson: I think when you have the quota limit within the 
province that this will to a great extent limit the generosity, and I would like 
to think or at least I would like not to admit that the educational standards 
across Canada and the academic standards are that different or that the 
people who are going to be appointed by the Lieutenant Governor in Council 
would not be responsible in this regard.

Senator Grosart: With respect I would suggest the educational standards 
in regard to post-secondary school education vary very greatly from province 
to province.

The Chairman : Nevertheless in each province they have standards of 
admission and standards for advancement.

Senator Grosart: In universities, yes, but in other institutions that may 
not apply.

Hon. Mr. Benson: This is probably true. There are differences in other 
types of training beyond secondary school level, other than universities, and 
there may be variation in standards. But the standard in this regard will be 
the limited amount of money the provinces will have available as a quota.

Senator Grosart: Do you believe that in the general working of the plan, 
the quota, in effect, will limit the eligible institutions to universities?

Hon. Mr. Benson: This depends upon the provincial authorities. They 
have to decide what institutions they designate.

Senator Smith (Queens-Shelburne) : I would like to ask the minister if 
he can give us some information regarding the total loans and bursaries in 
Ontario and if the $4 million under this scheme could be enlarged to $13 
million. Do you have any information on any of the other provinces?

Hon. Mr. Benson: I don’t have it at hand, but I am given to understand 
that in none of the provinces, outside of Quebec, is it as high as in Ontario. I 
mentioned the $4 million figure, but this would not necessarily become $13 
million because presumably the province would continue its bursaries program 
so the $4 million could be increased to $14 million or $15 million.

Senator Smith (Queens-Shelburne): To arrive at a judgment as to the 
maximum amount of loans under this new scheme, is it possible for you or 
one of your assistants to give a breakdown of the $40 million with regard to 
present population?
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Hon. Mr. Benson : I can do that on the basis of 1963 records.

Millions
Newfoundland .........................................................................$ 1.142
Prince Edward Island .......................................................... 0.228
Nova Scotia ............................................................................. 1.727
New Brunswick ....................................................................... 1.372
Quebec ...................................................................................... 12.961
Ontario ...................................................................................... 12.494
Manitoba .................................................................................... 1.977
Saskatchewan ...............................................  1.890
Alberta......................................  2.894
British Columbia .................  3.236
Yukon and Northwest Territories ................................ 0.079

$40 million

Senator Smith (Queens-Shelburne): I think it will be useful to have 
these figures on the record. I have one further question. What is the position 
of a graduate in medicine who desires to intern in a teaching hospital in order 
to specialize in some particular branch of medicine? Would they be considered 
under this scheme It is not a question of his being a student directly, since he 
would receive no further degree from the university, but he is heading 
towards a fellowship in medicine. I ask this because I have had several in
quiries in that field.

Hon. Mr. Benson: If he were continuing his education with an attach
ment to a university—there would have to be some attachment to an insti
tution designated in the province.

Senator Smith (Queens-Shelburne): A teaching hospital.
Hon. Mr. Benson: In the year when a doctor interns he is usually a 

student of a university although he goes to the hospital to intern. He would 
be able to use the student loan fund under such circumstances up to the $5,000 
limit.

Senator Smith (Queens-Shelburne) : Whether or not that particular cate
gory of person can be got into this field would be the determination of the 
local authority in that particular province?

Hon. Mr. Benson: Yes.
Senator Smith (Queens-Shelburne): They might include it or exclude it.
Hon. Mr. Benson: There might be some doubt as to whether a doctor 

would be a full-time student. I believe we are going to have to live with this 
bill for a few years to get to know some of the difficulties and the various 
situations which will arise. No doubt it .will be discussed at future federal- 
provincial conferences where they will discuss and consider any difficulties 
that may arise.

Senator Smith (Queens-Shelburne): Now a final question relating to 
the eligibility of students. During the discussions held with the provinces, was 
any general opinion expressed and agreed on as to what this needs test would 
be? You mentioned a little while ago that possibly the registrar of a uni
versity would be the authority in this connection. I cannot follow that through 
because I cannot see how he would go into, for example, my town in Nova 
Scotia and determine whether student A is really the one in need of assistance.

Hon. Mr. Benson: Under present student loan schemes which apply in all 
the provinces except Newfoundland there are methods for determining the 
needs for the loans. Presumably in the various provinces they will continue 
this system and perhaps refine it as experience indicates they should.
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Senator Brooks: My questions have been fairly well answered, but I 
do want to ask a question with respect to eligibility. As someone has said, 
standards of education are different in different provinces. They are also 
different in different areas of the same province. I am thinking of boys and 
girls from country schools who have a very poor chance of passing the 
matriculation examinations or meeting the other entrance requirements of 
the universities. I was hoping that these regulations would prescribe the form 
of certificate of eligibility.

My experience has been that sometimes boys who just manage to get 
into college by the skin of their teeth make the best students after they have 
been there for a while and have received the same opportunities as other 
students. I was hoping that this form of eligibility certificate would not be 
such that it would set a very high standard for those particular boys and 
girls who do not have the same opportunities of entering university as those 
students from schools in the cities. I must say, of course, that the school 
system is much better now because there are regional high schools.

Hon. Mr. Benson: Senator, the form of the certificate will in no way 
govern the minimum standards that are set up within a province with respect 
to judging whether the students are at the post-secondary school level. This 
is entirely up to the authority designated by the province.

Senator Brooks: Then, the thought occurred to me that surely the Boards of 
Education, or some othep organizations connected with them, should have 
something to say about this because they know what the standards are in 
every section of every province.

Hon. Mr. Benson: I am informed that the Department of Education is al
most always represented on the student loan boards within the province.

Senator Brooks: Yes, I think that would be very desirable. I just wanted 
to make sure that those boys and girls have the same opportunities as others.

Senator Fergusson: My question is on the same point that Senator 
Smith raised. Perhaps it has been answered, but I would like to pursue it a 
little further. In describing a student the bill does not mention any age. How 
young does a student have to be?

Hon. Mr. Benson: As young as he is when he reaches the post-secondary 
level, or as old.

Senator Fergusson: Up to what age will you take them?
Hon. Mr. Benson: There is no age limit. If someone at the age of 50 years 

decided he wanted to go to university, and he were judged to be at the post
secondary school level, and he was qualified within the province, then he 
would be eligible.

Senator Fergusson: What do you mean by post-secondary school edu
cation? Do you mean the education that immediately follows the secondary 
school education? Can some one who has an arts degree—perhaps a teacher who 
wants to be a doctor or a lawyer—and who has already received the immediate 
post-secondary school education, be eligible for such a loan?

Hon. Mr. Benson: Yes, he would be, provided he has not used up his 
$5,000.

Senator Fergusson: Much has been made of the heavy debt that a person 
would be burdened with after having obtained a loan. Am I correct in my 
understanding that the education authorities think the average loan would 
be about $500 a year?

Hon. Mr. Benson: This is an estimate.
Senator Fergusson: And do you say that when it is amortized a student 

is not faced immediately with repaying $5,000—of course, it may be $10,000 
21322—2
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if he is fortunate enough, or unfortunate enough, to get married. Can you tell 
us what would be the annual payment if a person took the maximum? When 
it is amortized how much would he be faced with paying?

Hon. Mr. Benson: I am told that $1,000 over ten years works out at 
$10.98 per month. If a student had borrowed the full $5,000 he might find 
he had to pay $55 a month over a ten-year period.

Senator Fergusson: But the average would take about half of that?
Hon. Mr. Benson: Yes, because the students will still try to work in the 

summers. They will not borrow more money than they find necessary.
Senator McCutcheon: What is the rate of interest?
Hon. Mr. Benson: Five and three-quarter per cent was used in the amorti

zation I have mentioned.
Senator Hugessen: I suppose there is nothing in this legislation which 

would prevent the appropriate authority designated by the Lieutenant Gov
ernor in Council to administer the loans in a particular province from follow
ing out the educational policy of the province itself? I am thinking, for instance, 
of a case where the Province of Manitoba, for example, decides that it suffers 
from a great shortage of doctors and it wants to give first priority to those 
who wish to take a medical course. There is nothing to prevent that?

Hon. Mr. Benson: A province can certainly do that.
Senator Hugessen: In other words, you are leaving the provinces com

pletely free as to how the educational facilities are allocated?
Hon. Mr. Benson: Yes, that is right. It is not the intention to interfere 

with education in the province.
Senator Pearson: Did the provinces ask for this legislation?
Hon. Mr. Benson: I do not think it is necessarily the case that they asked 

for the legislation. The Government had undertaken to provide a student loan 
fund. The matter was thoroughly discussed with the provinces. The legislation 
that is now before the Senate is the legislation that was decided upon after 
consultation with the provinces, and comes from the ideas expressed in the 
federal-provincial conference.

Senator Pearson: I think this question was answered, but I am not sure. 
Will the Canada Student Loans Act allow students to apply to a university in 
another province if they cannot get into a university in their own province?

Hon. Mr. Benson: Yes, if the province concerned says that this is the case.
Senator Molson: Mr. Benson, can you tell us what the order of the sums 

that have been advanced to the Province of Quebec is as compared with the 
figures we have for the other provinces?

Hon. Mr. Benson: They presently have a loan and bursary program 
amounting to between $13 million and $15 million annually. Quebec has gone 
further than the other provinces.

Senator Molson: That is the present performance?
Hon. Mr. Benson: Yes, they are much ahead of the other provinces in 

this matter.
Senator Gouin: With respect to Quebec can the minister explain para

graph (j) of section 13? In the other provinces there will be a subrogation of 
Her Majesty to the rights of a bank with respect to a guaranteed student loan. 
I know that in Quebec this would not apply because many loans are not made 
by the banks or any other organization within the meaning of section 2(c).

Hon. Mr. Benson: I am told that this would not apply in the Province 
of Quebec. It could not apply.
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Senator Gouin: In the University of Montreal we have what is called a 
Students’ Loan Board which makes what we call a prêt d’honneur. Again, I 
do not think this could apply, because that is not made by a credit union or 
other co-operative credit society, or a bank. Every year there is a campaign, 
and money is donated so that the organization in question has funds avail
able with which to make loans to students.

Hon. Mr. Benson: This would not apply. First of all, I would say it will 
not apply in the Province of Quebec in any case because Quebec has indicated 
it will continue with its own scheme, and, secondly, this will not affect any 
private scheme of raising money, or the rights of any organization to provide 
scholarships and loans.

The Chairman: Senator Crerar, I think you had a question.
Senator Crerar: Yes, I have two questions, and perhaps three, to ask.
The Chairman: I was not limiting you.
Senator Crerar : Has any study been made of the possible effects the 

introduction of this new policy may have on increasing the student body of 
universities?

Hon. Mr. Benson: This question was raised earlier—
Senator Crerar: Yes, by Senator Leonard.
Hon. Mr. Benson: I am not sure who it was, but it is very difficult, sena

tor, to judge the exact effect of this on the number of students going to uni
versities. Many students who will take these loans would have gone to uni
versity anyway. In addition, the physical plant of the universities in some way 
limits the number of people that can attend. I can recall from the days I was 
a student that I had to go out and work at night in order to be able to go to the 
university. These loans will mean that a student will not have to go out and 
work at night and he can spend that time working on his courses. I think it 
will help the students in their academic studies because many students are 
presently hampered by having to engage in part-time work while at university.

Senator McCutcheon: Did that hurt you?
Hon. Mr. Benson: I think it hurt my academic standards.
Senator Crerar: It is like shooting in the dark. No study has been made of 

that aspect of it?
Hon. Mr. Benson: No.
Senator Crerar: Has any attempt been made to estimate the total amount 

of money that would be involved in this, that would be outstanding say at the 
end of five or ten years?

Hon. Mr. Benson: Yes. The estimated maximum amount outstanding at 
the end of the first year would be $40 million under this statute, but probably 
it will not go as high as that.

Senator Crerar: You do not need to give it by years. Obviously during the 
first five years from the commencement of the operation, very few loans will 
have been repaid. What will it be at the end of five years?

Hon. Mr. Benson: At the end of five years, assuming Quebec were in, the 
estimated total amount outstanding would be $211 million. At the end of 10 
years it would be $359 million. Then there is a jump to 20 years, and this is 
very far off; it is estimated it would be $456 million. If Quebec were not in, 
this would be reduced by about one-third.

Senator Crerar: I have just one more question and then I promise you I 
shall not open my mouth again.

The Chairman: Never make a rash promise like that.
21322—2£
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Senator Crerar: There is something in that. Let us suppose that the 
objective of a student going through university is to study medicine. First he 
gets his bachelor of arts degree and then he proceeds to study medicine, which 
is a six or seven-year course, as I understand it. Will the loans be available 
for him for his medical course?

Hon. Mr. Benson: Yes, they would be, providing he had not used up 
his $5,000. If he had used up the $5,000, then under this proposed legislation, 
beyond this he could not borrow money. Suppose he graduated with his bachelor 
of arts degree this year and decided to attend law school next year. He would 
be able to start borrowing $1,000 a year up to the maximum of $5,000.

Senator Irvine: I am led to believe that in many of our provinces where 
they have bursaries and scholarships there are many which are never used. Why 
should that be?

Hon. Mr. Benson: In this regard I can only speak from my own university 
experience as I have not been involved in any study on this point. I found 
that many students did not know of the scholarships and bursaries that were 
available. It is a matter of education within the secondary schools, to inform 
the students of the aid that is available at university level.

Senator Irvine: Do you think they will even know about this $1,000 a 
year?

Hon. Mr. Benson: I would believe, after the publicity which has been given 
to this, and which should be given continuously, they will know about it.

Senator Croll: You think they read Hansard, do you?
Hon. Mr. Benson: I might point out that one of the great advantages 

of having this administered by the banks is that the banks will be dealing with 
their customers who are the parents of children going to school and can indicate 
that these advantages are available, because it is good business for them to 
loan under these conditions.

Senator Leonard: My understanding of the bill is that a specified educa
tional institution designated by the Lieutenant Governor in Council of the 
province may not only be an institution in Canada outside that province but 
may also be an institution outside of Canada?

Hon. Mr. Benson: That is right.
Senator Leonard: If that is the case, it should go on the record.
Hon. Mr. Benson: This is the case, if the province designates it.
Senator Croll: You have been speaking of universities but the section 

speaks of a post-secondary school level. As a matter of fact, are not trade 
schools eligible?

Hon. Mr. Benson: Of course they are, provided they are designated by 
the province, and one would assume that such educational institutions as 
Ryerson and the Eastern Ontario Institute of Technology would be included.

Senator Croll: They are now.
Hon. Mr. Benson: Yes, they are automatically, and presumably they would 

be designated under this scheme.
Senator Croll: Let me take a case of a young man who gets a loan of 

$1,000 and fails his year. Then he gets out on his own and makes the year. He 
then comes back. Is he reinstated as to his eligibility?

Hon. Mr. Benson: He could come back, provided within the province the 
circumstances laid down are such that he has then a sufficient academic 
standard to get a loan. Supposing he had a loan in the first year and failed the 
year. He would probably not be eligible within the province for the loan for the 
second year, but if he goes back and gets his second year himself and then has 
a sufficient academic standard he can come back into our scheme.
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Senator Aseltine: Say that I am a student and I apply for a certificate of 
eligibility and they investigate my financial standing and I get only a certificate 
allowing me to borrow $500. When I am half way through the year I find that 
$500 is not sufficient. What happens then?

Hon. Mr. Benson: They could increase it if they could persuade the author
ity that they need an increase up to $1,000.

Senator Aseltine: These certificates are not made out for the full $1,000?
Hon. Mr. Benson: No, the certificate is made out at the time for the amount 

which the designated authority decides to grant.
Senator Aseltine: If I get a certificate to borrow $500 and find out when 

I am only half-way through the year that I have not enough, I have to apply 
again?

Hon. Mr. Benson: Yes.
Senator Gros art: Would it be within the competence of the designated 

authority within the province to declare that Grade 12 was the point of post
secondary education and that a student continuing in high school to take Grade 
13 would be eligible for these loans?

Hon. Mr. Benson: I am not sure.
Senator Grosart: Is there a prohibition of that in the bill?
Hon. Mr. Benson: If he were taking Grade 13 at a university—
Senator Grosart: If he were doing it at high school, is it within the com

petence of the province to declare that Grade 12 is the point where you reach 
post-secondary school education.

Hon. Mr. Benson: If we look at (k) on page 2, it indicates that a specified 
educational institution means “an institution of learning, whether within or 
outside a province, that offers courses at a post-secondary school level and that 
is designated by the Lieutenant Governor in Council of that province ..

Senator Grosart: That is my precise point. Can the province designate 
Grade 13 as the point, because it is in effect post-secondary education after 
Grade 12? This is a very important point involving very many students.

Hon. Mr. Benson: May I consult with my legal adviser on this? I am 
informed that it would be possible for the province to designate such an insti
tution but in practice they probably would not do so, in that the student attend
ing secondary school is usually living at home, and the provinces—and here I 
am guessing what they would do—probably would not make loans available 
to them.

Senator Grosart: I was very pleased with the first part of the answer but 
not so much with the second.

The Chairman: You have to take the bitter with the sweet.
Senator Isnor: I am concerned with the student who graduated with a 

science degree last year, and then made application to a university to continue 
his studies in law or medicine, but because of heavy enrolment the univer
sity, looking at his past record, said they were unable to accept him. He then 
made application to a university in another province or in fact to two other 
provinces and was accepted. What is his position?

Hon. Mr. Benson: If the particular province in which he resides des
ignates the university in the other province, he would be permitted to make 
the loan.

Senator Isnor: Could he go further than that?
Hon. Mr. Benson: I think there could be reciprocal arrangements between 

provinces, whereby they designate each other’s universities.
Senator Flynn: I would like the minister to put on record that this bill 

is within the powers of the federal Government. Yesterday someone submitted
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an argument, which worries me a little bit, that education is a problem of 
national concern with which I would agree. However, that argument would 
infer that as soon as a subject-matter assigned to the provinces under the 
B.N.A. Act assumes national importance, it becomes automatically a federal 
matter. Would the minister agree to say what is the reasoning of the Govern
ment that this bill is constitutional?

Hon. Mr. Benson: As the senator is well aware, there were warm discus
sions in this regard in the House of Commons, and the burden of the argument 
was to some extent carried by the Parliamentary Secretary to the Minister 
of Finance, who is a prominent solicitor, and is here with us now. I would like 
him to answer this question.

Mr. L. Pennell, Porliomentary Secretary to the Minister oi Finance: May I say
that we are satisfied that this is valid federal legislation, and could come 
under section 91(1) of the B.N.A. Act, which is a public debt section, which 
it could be argued, through default of some loans, that measures could be 
taken by the Government to protect revenue. Basically, we feel it is banking, 
and that this is a bill to guarantee bank loans to students. We turned it inside 
out, and we are satisfied, with great respect, that it is valid banking legis
lation under section 15 of the act.

Senator Flynn: If your argument is valid, then a legislature could not 
enact similar legislation, because it would be invading a field exclusively of 
federal jurisdiction.

Mr. Pennell: Well, sir. I do not want to become involved in a legal ar
gument, but I suppose every bill is of national concern, and whether we are 
interfering with that is another matter. However, we are satisfied that it is 
valid legislation.

Senator Flynn: If your argument is to be accepted, therefore similar 
provincial legislation is ultra vires.

The Chairman: Senator Flynn, I think you are mixing up apples and 
oranges. If you have federal legislation in connection with guarantees of 
loans and then the authority of the federal Government is that it can take 
proceedings in order to secure repayment of that money, I cannot conceive 
of any provincial government passing laws to take such authority upon itself.

Senator Flynn: The witness said that the federal Parliament has jurisdic
tion over this matter of loans to students. Section 91(15) of the B.N.A. Act says 
that banking is within the jurisdiction of the federal Parliament. I say that 
banking is an exclusive matter for the federal Parliament. Therefore, if you 
have a provincial bill which guarantees loans made by banks to students, such 
legislation would be in a field which is exclusively that of the federal authority, 
and therefore ultra vires. I would suggest that we should get a better answer 
than we already have.

Hon. Mr. Benson: I do not think it would be proper for us, senator, to 
comment within this committee on hypothetical legislation of a province. I 
think each piece of legislation must stand upon its own constitutionality. We 
maintain that this piece of legislation is within federal jursdiction. The house 
has so decided and that is why it has been referred to this committee.

The Chairman: Senator Connolly?
Senator Connolly (Ottawa West): Mr. Chairman, I think Senator Flynn’s 

point is a neat, arguable point; but he started out by talking about education 
as a national problem, which I think it is. He suggests that since this is a 
national problem, therefore the federal Parliament has authority to legislate. 
It seems to me that what you do in a case like this is to try to make the Con
stitution work. What you try to do is to bring your legislation within the ambit
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of the federal auhority. As Mr. Pennell has said, it would appear on the best 
advice that is available that section 15 falls within the scope of banks and 
banking. All right. The provincial legislation, however, may want to run a 
similar scheme, and probably to found it on something more allied to the field 
of education. I think this is what we all mean by making the Constitution work 
—instead of trying to pour ourselves into an 1867 straitjacket.

Senator Flynn: Of course, your argument is that you could amend the 
Constitution by this legislation.

Senator Connolly (Ottawa West): No, I don’t think you have to.
Senator Croll: Mr. Pennell, is it not a fact that what the provinces do 

now in a way of students loans they do under their head of powers of 
education?

Mr. Pennell: That is right, senator. The bill is so drafted that anything 
it says on education is left to the provinces, and the only function of the 
federal authority is the making of a loan to the students, guaranteeing a 
bank loan.

Senator Connolly (Ottawa West): In this case, a guarantee is given 
to the bank. Now, the province probably could do it by guaranteeing the loan 
to the student, but in the field of contract. This is an example of what I mean.

Senator Flynn: I was really hoping we would get another answer than 
the one we had. I thought banking was the last argument in favour of this 
legislation, being within the jurisdiction of the federal Parliament.

Senator Connolly (Ottawa West): If you can think of a better argument, 
let us hear it.

Mr. Pennell: Perhaps it could come under the public debt section of the 
B.N.A. Act.

The Chairman: You tried to answer me by section 15, Senator Flynn; so 
we still have the apples and oranges.

Senator Hugessen: Does Senator Flynn feel that this bill in itself is an 
interference with education?

Senator Flynn: I spoke yesterday, and I would refer honourable senators 
to my remarks yesterday, because I do not want to repeat that speech.

The Chairman: Senator Aseltine?
Senator Aseltine: Mr. Chairman, looking at section 15 of the bill, I have 

been considerably worried about the constitutionality of that section. I have 
listened to Senator Connolly and others on that, and it appears to me that it 
is an interference with civil rights. However, I think it could be changed a 
little. I have been wondering if the Government in dealing with that section 
considered the advisability in the case of a person under 21 years who signs 
a note, insisting on the parents of that child signing a joint and several prom
issory notes, instead of just a single note signed by an infant.

Hon. Mr. Benson: As a matter of fact, this was considered very carefully 
by the Government, and there was a great deal of discussion on it. It was felt, 
however, that it would hinder the whole operation of the legislation if we 
insisted that the parents of children under 21 years of age had to guarantee 
the loans. In some instances, parents are not inclined to want their children to 
go to university, even though the student wants to go on his own, and the par
ents might refuse to guarantee the loan. So we felt the loan should be made 
to the student, counting on his integrity to repay. I think that integrity is far 
more important than the legal effects of section 15.

Senaor Aseltine: Then my suggestion has been fully considered?
Hon. Mr. Benson: Absolutely, sir.
The Chairman: Can we now deal with the bill section by section?
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Senator Pouliot: Did you say that no provincial government asked for this 
legislation?

Hon. Mr. Benson: The provincial governments did not formally ask for 
this particular legislation. Many were very interested in it; and in working out 
the details of this particular bill they did co-operate fully, and were very happy 
about the ideas contained in this legislation.

Senator Pouliot: After the bill was out?
Hon. Mr. Benson: No, before the bill was out we met with the provinces 

and considered the principles involved in this bill.
Senator Pouliot: My question is: did the provinces ask for it?
Hon. Mr. Benson: No, they didn’t. In my opinion, they did not ask for the 

bill but they attended a conference concerning the bill. They were very inter
ested in the idea. The conference was one concerning the ideas incorporated in 
the bill, and during the conference most of them were very pleased that the 
federal Government was taking—

Senator Pouliot: The first idea was that the bill was not from the provin
cial governments?

Hon. Mr. Benson: No—from the federal, and it was one of the undertak
ings of this particular Government at the last election.

Senator Pouliot: And it was not from the universities either?
Hon. Mr. Benson: No.

• Senator Pouliot: Now, Mr. Benson, I have another question. I have seen 
in the press that the provincial governments have refused to render an account 
of the federal subsidies in matters of education. Are you familiar with that?

Hon. Mr. Benson: No, I am not.
Senator Pouliot: Because I have seen in the press that the provinces have 

met together and have refused to render an account of the way the federal 
grants for education were spent.

Hon. Mr. Benson: I am not familiar with this, senator.
While I am speaking I would like to correct something I mentioned earlier. 

I may have used the word “note”. In this particular instance they are not notes 
that are given to the bank but, rather, there is an agreement between the student 
and the bank.

Senator Pouliot: I think it occurred before you were sworn in as a cabinet 
minister.

Senator Croll: I wonder why the infant’s legality was not based on neces
sity, which is a liability, rather than going about it in a round about way.

Mr. Pennell: If this did come to a contest this would certainly be one of 
the grounds on which the lender would rely and, we believe, could be success
ful. However, there might be the odd student who might use the money for 
purposes other than education, and the court might hold in the circumstances 
it did not constitute a necessary within the meaning of the law, and we would 
have this other defence available.

The Chairman: It could be justified as ancillary legislation.
Senator Pouliot: Mr. Pennell, reverting to what you have said about the 

exclusive legislative powers, in your view are there any exclusive jurisdictions 
according to the B.N.A. Act?

Mr. Pennell: Are there any...?
Senator Pouliot: Are there any exclusive jurisdictions in virtue of the 

B.N.A. Act?
Mr. Pennell: With great respect, senator, I am not prepared to come here 

and argue all the fields of the B.N.A. Act.
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Senator Pouliot: No, but if you read the B.N.A. Act and if you read the 
part that concerns education, is it not mentioned there the powers of exclusive 
jurisdiction?

Mr. Pennell: All I can say is that those in the department were greatly 
concerned they would not intrude into the field of education. They looked at 
this bill with care and precision, and in their humble and honest opinion it 
did not intrude into the field of education as such—this bill, C-110.

Senator Pouliot: My question is, what is the use of celebrating the centen
nial of Confederation if you pay no attention to the B.N.A. Act?

The Chairman: That is a very large question, and we cannot consider it 
within the scope of this bill.

Senator Pouliot: I am through.
The Chairman: Section 2, shall it carry?
Hon. Senators: Carried.
The Chairman: Shall section 3 carry?
Hon. Senators: Carried.
The Chairman: Shall section 4 carry?
Hon. Senators: Carried.
The Chairman: Shall section 5 carry?
Hon. Senators: Carried.
The Chairman: Shall section 6 carry?
Hon. Senators: Carried.
The Chairman: Shall section 7 carry?
Hon. Senators: Carried.
The Chairman: Shall section 8 carry?
Senator Brooks: Mr. Chairman, I would like to ask a question on that. The 

students have 10 years in which to repay a loan after they graduate. Supposing 
they make no attempt to pay in that time and they, say, pass away in their 
eighth or ninth year and leave a considerable estate, has there ever been any 
consideration given to collecting the oustanding amount from the estate?

Hon. Mr. Benson: The agreement would specify the terms of repayment. 
If the student does not live up to the terms of repayment the Government will 
try to collect at this point, or the bank acting as agent of the Government in 
this regard. But if the student had started paying back his money and died after 
seven years owing still, say, $2,000, this would be cancelled by this provision 
of the act.

Senator Croll: So the insurance stays on until such time as the loan is 
repaid?

Hon. Mr. Benson: Yes, in its entirety.
Senator Aseltine: I think they should collect from his estate, if he has

one.
The Chairman: 
Hon. Senators: 
The Chairman: 
Hon. Senators: 
The Chairman: 
Hon. Senators: 
The Chairman: 
Hon. Senators: 
The Chairman:

Section 8, shall it carry? 
Carried.
Section 9, carried? 
Carried.
Section 10?
Carried.
Section 11?
Carried.
Section 12?
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Senator McCutcheon: I would like to ask the minister a question. It has 
been assumed by the Government, and stated by the Leader of the Government 
in the Senate, that education is a matter of national concern. The Government 
has adopted this method of assisting students and, at the same time, hopes it has 
not intruded in an unconstitutional way into the field of education. I take it it 
is a matter of policy of this Government that whenever it deals with a matter 
of national concern it will spell out provisions which will allow provinces to 
go their own way?

The Chairman: Wait a minute, that is a question of policy far larger than 
our consideration of this bill, senator.

Senator McCutcheon: Then, will the minister explain why he put section 
12 in this bill?

Hon. Mr. Benson: Section 12 is put into this bill because the province of 
Quebec has indicated it will continue with its own program which is, they be
lieve, equivalent to the federal program that is being offered—and perhaps 
other provinces may do exactly the same thing. So, if the provinces, in their 
wisdom, decide they will carry on an equivalent program to the federal pro
gram, or carry on their own loan program—and there is no requirement even 
that it be the same as the federal Government’s program—then we will provide 
them with compensation.

Senator McCutcheon: Let me put a hypothetical case. It has been inti
mated by the Minister of Finance—I think he gave figures as to the estimate 
outstanding—probably you will be loaning at a higher and higher rate as time 
goes on. When you reach the place where you are making available to the prov
ince of Quebec twice as much money as the province of Quebec is in fact lend
ing will you still operate under this provision?

Hon. Mr. Benson: Really, senator, you do not give them the money that is 
being loaned; you are giving them the interest and losses. If this should happen 
in any province, that the amount of money which is being allocated in total 
and authorized by statute is greater than the proportionate amount being 
loaned in the province which is not using this particular legislation but is taking 
advantage of section 12, then they might get payments beyond the amount of 
interest and losses on the loans they have outstanding. A factor to be considered 
in this is, of course, that loans under this particular legislation will increase 
each year and, presumably, within a provincial scheme they will increase as 
well. Also the province probably will be borrowing its money at a slightly 
higher rate of interest than the federal Government, so probably for these 
provinces there would be a slight loss.

Senator McCutcheon: The provinces make more on the pension fund. In 
other words, there is no intention of forcing it on the provinces?

The Chairman: No.
Shall section 12 carry?
Hon. Senators: Carried.
The Chairman: Section 13, regulations?
Hon. Senators: Carried.
The Chairman: Section 14?
Hon. Senators: Carried.
The Chairman: Section 15?
Hon. Senators: Carried.
The Chairman: Section 16?
Hon. Senators: Carried.
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The Chairman: Section 17?
Hon. Senators: Carried.
The Chairman: Section 18?
Hon. Senators: Carried.
The Chairman: Shall the title carry?
Hon. Senators: Carried.
The Chairman: Shall I report the bill without amendment? 
Hon. Senators: Carried.
Whereupon the committee adjourned.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
October 14, 1964:

“Pursuant to the Order of the Day, the Senate resumed the debate on the 
motion of the Honourable Senator Connolly, P.C., seconded by the Honourable 
Senator Vaillancourt, for second reading of the Bill C-121, intituled: “An Act 
to provide for extension of credit to farm machinery syndicates”.

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 Connolly, P.C., moved, seconded by the Honour

able Senator Vaillancourt, 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.”

J. F. MacNEILL, 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Thursday, October 15th, 1964.

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, Brooks, 
Burchill, Choquette, Cook, Connolly (Ottawa West), Crerar, Fergusson, Ger- 
shaw, Isnor, Kinley, Lambert, Lang, Leonard, McLean, Pearson, Pouliot, Reid, 
Smith (Kamloops), Taylor (Norfolk), Thorvaldson and Woodrow.—(23).

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

On Motion of the Honourable Senator Farris it was RESOLVED that the 
Committee meet this day at 2.00 p.m. due to his unavailability later in the 
month on account of his prior commitments, in order to make his final sub
mission on Bill S-20.

On Motion of the Honourable Senator Lambert it was RESOLVED to report 
recommending that authority be granted for the printing of 800 copies in 
English and 300 copies in French of the Committee’s proceedings on Bill 
C-121.

Bill C-121, An Act to provide for the extension of credit to farm machinery 
syndicates, was read and considered.

The following witnesses were heard: The Honourable Harry Hays, Minister 
of Agriculture. Mr. G. Owen, Chairman, Farm Credit Corporation.

On Motion of the Honourable Senator Isnor it was RESOLVED to print 
as Appendix “A”, a copy of the Farm Machinery Syndicate Agreement to the 
proceedings of this day.

On Motion of the Honourable Senator Pearson it was RESOLVED to print 
as Appendix “B”, a copy of the chart showing the investment in Land, 
Machinery and Livestock (DBS), to the proceedings of this day.

On motion of the Honourable Senator Leonard it was RESOLVED to report 
the said Bill without amendment.

At 10.40 a.m. the Committee adjourned until 2.00 p.m. this day.
Attest.

F. A. Jackson,
Clerk of the Committee.
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REPORT OF THE COMMITTEE

Thursday, October 15th, 1964.
The Standing Committee on Banking and Commerce to which was referred 

the Bill C-121, intituled: “An Act to provide for the extension of credit to 
farm machinery syndicates”, have in obedience to the order of reference of 
October 14th, 1964, examined the said Bill and now reports the same without 
any amendment.

All which is respectfully submitted.
SALTER A. HAYDEN, 

Chairman.





THE SENATE
THE STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Thursday, October 15, 1964.

The Standing Committee on Banking and Commerce, to which was 
referred Bill C-121, to provide for the extension of credit to farm machinery 
syndicates, met this day at 9.30 a.m.

Senator Salter A. Hayden (Chairman), in the Chair.
The committee agreed that a verbatim report be made of the 

committee’s proceedings on the bill.
The committee agreed to report recommending authority be granted 

for the printing of 800 copies in English and 300 copies in French of 
the committee’s proceedings on the bill.

The Chairman: Senators, I call the meeting to order. We have before us 
for consideration this morning Bill C-121, to provide for the extension of 
credit to farm machinery syndicates.

Senator Connolly (Ottawa West): Before you begin, Mr. Chairman, may 
I say that I think this is the first appearance before this committee of the 
gentleman from Alberta. As a colleague of his in the Government I want 
to say how pleased we are to see him, and any other minister of the Govern
ment, come before this committee to speak to legislation that he is sponsoring 
in the other place. I might tell him that we are very efficient, and we give 
legislation a closer scrutiny than it receives in the other place.

The Chairman: I think we should follow our usual practice and ask the 
minister if he has a statement he would like to make.

Honourable Harry Hays, Minister of Agriculture: Honourable senators, I do 
not think I have anything to say by way of a preliminary statement. I have 
been speaking on this bill for a long time and on many different occasions, 
and I am quite prepared to answer any questions with respect to it. In my 
opinion it is a good bill. It is something that the farmers need. I believe that 
it gives the small farmer an opportunity to produce as economically as the 
large farmer. Inasmuch as 25 per cent of all the farmers in Canada produce 
75 per cent of all the agricultural produce, I think this is something for the 
family farm that has long been needed. It will do a good job.

The Chairman: Are there any questions?
Senator Brooks: May I ask the minister if this has been tried out in any 

country other than Great Britain. I notice that in his speech he said it had 
been tried out in Great Britain, but has it been tried out in any other country?

Hon. Mr. Hays: Yes. I have discussed this with the Minister of Agriculture 
in France, M. Pisani. They are thinking of doing something along the same 
lines, although at the moment they have only experimented with pilot projects. 
There have been syndicates or co-operatives tried in other countries, but the 
one that we thought would be of the most assistance to us is the machinery 
syndicate legislation of Great Britain. That legislation was sponsored by the 
farm unions or the farm co-operatives, and that is where we thought we

9
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would receive the best advice with respect to putting this bill together. We 
think that we have made some improvements. One of my reasons for saying 
that is that Canadians are able to borrow money more cheaply than are the 
people of Britain. Britain’s interest rates are higher than ours.

Senator Brooks: For how many years has it been in operation in Britain?
Hon. Mr. Hays: I could not give you the exact length of time, but I think 

it was started back in 1952.

Mr. G. Owen, Chairman, Farm Credit Corporation: In 1955.
Hon. Mr. Hays: Yes, and in 1955 they were able to put it together, and 

it has been found to be very useful.
Senator Brooks: And there are 600 syndicates?
Hon. Mr. Hays: Yes. The number has doubled in the last year.
Senator Brooks: What would be the average number in a syndicate in 

Great Britain?
Hon. Mr. Hays: Mr. Owen can tell us about that.
Mr. Owen: It varies greatly. It started off as a pilot project in 1955 with 

only two syndicates to see how it would work. By 1962 there were about 290 
syndicates, in 1963 there were 341, and at the present time they have about 
600 because they have grown out of the pilot project stage and gone into 
fuller use. The number of members in the syndicates varies greatly. I would 
say that the average number would be about 5 or 6, although they have 
several syndicates of 14 or 15 members which have been set up to buy such 
items as grain drying equipment.

Senator Brooks: To have an effective syndicate you should not have 
more than half a dozen members.

Mr. Owen: Some of them have 14 or 15 members.
Senator Pearson: Are there any persons outside the co-operatives who 

are in these syndicates?
Mr. Owen: Yes, these are individual groups. The Farmers’ Union in a 

particular county acts as supervisor. The terms and conditions of the agree
ments are approved by the county organization, and then they are passed on 
to the bank that advances the money.

Senator Reid: What happens if a member of a group refuses to pay his 
share and wants nothing more to do with it? What action can be taken against 
him?

Mr. Owen: Are you referring to the legislation they have in Great Britain, 
or to this bill?

Senator Connolly (Ottawa West) : Do you mean under this legislation, 
Senator?

Senator Reid: Yes.
Senator Brooks: I wonder if I might just finish with another question.
Hon. Mr. Hays: May I conclude this? In connection with the number in 

a group of people who might see fit to purchase machinery under this legisla
tion I can readily see 20 people using these facilities for the purpose of buying 
levelling equipment, ditching equipment and feed mixing equipment. In such 
a case 20 farmers could participate in the purchase of a machine that costs 
in the neighbourhood of $22,000. I am thinking of a machine that could be 
rolled into a dairy farm to mix the farmer’s grain and put it into pellet form. 
If it travels 20 days in a month then it could service 20 farmers per month.

Senator Brooks: I should like to get the proportion of farmers in Great 
Britain who are taking advantage of similar legislation to this. Can you tell 
us how many farmers there are in Great Britain?
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Mr. Owen: About 300,000.
Senator Brooks: How many are in syndicates?
Mr. Owen: I have not the figure, but I would estimate from the numbers 

in the syndicates and the number of syndicates that there would be in the 
neighbourhood of 3,000.

Senator Brooks: That is one per cent.
Mr. Owen: This started out from the farmers themselves. It operated as 

a pilot project for years before many people really knew it was going on.
The Chairman: Senator Reid, do you want an answer to your question? 

You were asking as to the machinery for enforcing payment if somebody 
wants to step out of the syndicate.

Senator Reid: Yes. Suppose some trouble starts in a group and one member 
of the group wants to get out?

Hon. Mr. Hays: Of course, this will be covered by the regulations, and 
the agreement that the participants in the syndicate are parties to. I think in 
the case of death—

Senator Reid: Can the remaining members of the group take action 
against that one individual?

The Chairman: Yes, he signs a joint agreement.
Senator Reid: Supposing he starts out with the group and then does not 

want to proceed?
Hon. Mr. Hays: Inasmuch as they are jointly and severally responsible I 

suppose the other two or three would see what they could do towards buying 
him out, or they would endeavour to get somebody else to come in and buy 
him out. He may have to get out because he is bankrupt, and that is a situation 
that will have to be taken care of in the original agreement. We are in the 
process now of drafting a great many different agreements that might be used 
by different groups of farmers. What may be good for Ontario may not be of 
any use in Saskatchewan, for example. I think all this can be covered by the 
regulations.

The Chairman: Senator Crerar?
Senator Crerar: I want to ask Mr. Hays what is the genesis of this bill? 

Where did the requests for it arise? Who initiated it? Was this initiated by 
the department itself, or were there requests received from outside?

Hon. Mr. Hays: I suppose I am responsible for initiating it. It seemed to 
me that a young and vigorous country like Canada should be looking at all 
those things that are working well in other countries. There is no reason in 
the world why a young country like Canada should not have the best agricul
tural legislation in the world. We should be keeping our eyes open so far as 
this is concerned. The farmers do not have an opportunity to travel and see 
these new programs. I believe a question was asked earlier about this. I 
think there was only 1 per cent when we first started the Farm Credit 
Corporation, which was established under an excellent act. Very few people 
saw fit to use it. This year we sent a letter to every farmer in Canada and 
the increase was 23 per cent. Shortly after the letter was received by the 
farmers, they were lining up ten deep at all our offices, seeking information 
about the Farm Credit Corporation. It is a matter of education, in this sort 
of thing. Surely it should in so many instances cut the cost of a man’s capital 
investment to a third, when you relate this to the time in which he uses a 
particular machine which can be used by groups of farmers.

Senator Crerar: I understand that. I am in sympathy with the purpose of 
the legislation, Mr. Hays. As a matter of fact, from my own personal observa
tion many farmers have voluntarily attempted something of this kind. These
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men come in together among themselves and become jointly liable for a 
machine. One fellow will say “I will buy a corn binder if you will buy a 
corn planter, and we can exchange them for work purposes.” This is an 
admirable thing. I have a few more questions. Are there any countries where 
this has worked out, to your personal knowledge, Mr. Hays?

Hon. Mr. Hays: In Great Britain the farm syndicates are now very 
successful, although they are small.

Senator Crerar: That was a case where it was comparatively small 
holdings, with a small acreage.

Mr. Owen: I may say that the bulk of the syndicate members in England 
and Scotland are on farms between 100 and 500 acres per farm.

Senator Crerar: Getting down to a practical illustration, there are four 
or five farmers in the community who say “We need a machine which we 
use only perhaps for one week in a year, we will join together and purchase 
this machine and take advantage of this legislation.” The first thing they have 
to do is sign a jqint and several note, under which they are each liable for 
the whole machine. What happens if one fellow defaults and says he is sorry 
he cannot find the cash to pay. The other four have to pay up?

Hon. Mr. Hays: Yes. This would be so, but of course they would have 
an opportunity of finding another partner. Also in these syndicates, in relation 
to this, one must admit—knowing the farmers as we do—that there are some 
neighbours one may not want in this, but who will readily lease this equip
ment. One man may want a machine for 500 acres and another for only 200 
acres. There is a sort of agreement that says that at the end of the year, if 
it has cost $3.50 per acre to use the combine, the man who used it for 500 
acres will pay $3.50 multiplied by 500 while the man who used it for 200 
acres will pay $3.50 multiplied by 200 and so on.

Senator Crerar: They have to make that arrangement among themselves?
Hon. Mr. Hays: Yes. There is a lot of flexibility in this, so that the 

farmers can make agreements among themselves, later to be approved by 
the Farm Credit Corporation.

Senator Crerar: I have some practical knowledge of the psychology of the 
farmers, as you have also, Mr. Hays. Three brothers farming near one another 
may buy a machine of this kind which will serve them all. However, though 
I may be wrong, it seems to me pretty difficult to get farmers in any com
munity to make themselves jointly and severally liable for a purchase, if one 
has 300 acres and another is farming only 100 acres. Do you have some 
adjustment of that point?

There is one other question—is the administration of this act being put 
under the Farm Credit Corporation?

Hon. Mr. Hays: Yes.
Senator Crerar: As a matter of curiosity, why was there not a simple 

amendment to the Farm Credit Corporation Act, instead of setting up a 
whole new elaborate lot of machinery?

Hon. Mr. Hays: You mean the Farm Improvement Loan Act?
Senator Crerar: No. Under the Farm Credit Corporation Act. You have 

an act on the statute book now that gives long-term credit to farmers.
Hon. Mr. Hays: In the initial stages we thought about putting it in under 

all kinds of acts, the Farm Improvement Loan Act, and so on.
Senator Crerar: The Farm Improvement Loan Act is for a different 

thing, that is for a fellow putting in electric lights, water service or something 
like that. That was what was described, when we put it through Parliament, as an 
intermediate type of credit for these purposes. In addition to that you have
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the Farm Credit Corporation Act, which gives long-time credit. What struck 
me, when I read this bill, was why there was not a simple amendment put 
through to provide for this syndicate business.

Hon. Mr- Hays: I will let Mr. Owen answer this. The officials thought 
that this was the best way to handle it.

Mr. Owen: The reason is that in the Farm Credit Act, all the provisions, 
the financial arrangements, the definitions etc. are designed for a long-term 
mortgage credit program. This is really an intermediate term program, and 
it is not dealing with individuals. It has many basic differences from the 
credit provided under the Farm Credit Act. Under the Farm Credit Act, for 
example, every borrower’s principal occupation must be farming, whereas 
in this we would allow people who are engaged in farming but may have 
some other occupation. There are several differences of this nature. There is 
another vital reason. Money borrowed by the corporation for the Farm 
Credit Act is borrowed on a long-term basis, up to 20 years and it costs 
more than money borrowed for five years, which we will require under this 
act.

Most of the administrative requirements and arrangements and the capital 
requirements are different. Therefore it was felt that it would be more 
effective and more clear if this were set up as a separate act, with separate 
provisions, but administered by the corporation with an administration which 
had already been established across the country.

Senator Crerar: The difference strikes me as a difference in detail, not 
in principle. You propose to administer this act by the Farm Credit Corporation, 
which is administering the other act I am speaking about. I daresay, Mr. Chair
man, I am away behind the times in modern legislation and I look at it from 
a rather different angle.

The Chairman: We have an explanation as to why it was done.
Senator Crerar: This may make some work for the lawyers in the future, 

I would not doubt.
Senator Aseltine: They likely will have a standard agreement.
Senator Crerar: That is a detail. As a general principle, it is important 

to keep legislation as simple and as understandable as possible. All our laws 
should be based on that principle and it seems to me this violates that, by 
setting up this and making a great palaver and setting up this new piece 
of legislation, where the same results could have been secured by a simple 
amendment of an existing act. However it is there. I have just one more 
question and I shall not speak again.

My general view of this legislation is this. I would not be surprised if 
no wide advantage is taken of it by farmers. I know the difficulty in getting 
even good neighbours to pledge themselves jointly for something they may 
be interested in. There is a psychological factor there which you will find 
it rather difficult to overcome. I hope the department will not go out and 
publicize this and urge people to take advantage of it for their own benefit. 
I hope they will refrain from that sort of thing, if I may say so. The legisla
tion is there and let them take advantage of it if they wish. I deplore the 
urgency used at times to get people to buy things. Part of that comes from 
this silly notion of increasing our gross nation product. I hope the department 
will simply say “Here is the legislation, we are sitting here and will receive 
application if they come, but we will not go out looking for applications.”

Senator Leonard: I have two questions and then I shall stop. What is the 
rate of interest charged in Great Britain on these loans?

Hon. Mr. Hays: 5£ to 7 per cent.
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Senator Leonard: It varies with the borrowers or the equipment? What 
causes the variation?

Hon. Mr. Hays: I suppose the cost of money. They cannot borrow as 
cheaply as the government can.

The Chairman: You have a spread in England. You said it is between 
5£ and 7 per cent?

Hon. Mr. Hays: Yes.
The Chairman: Why do they have that spread?
Mr. Owen: It depends on the cost of money, or the bank rate at the time.
Senator Leonard: Thank you. Secondly, in section 2, machinery must be 

used primarily by members of the syndicate. I take it that, secondarily, the 
equipment can be used for what is generally called contract farming, that is, 
used for revenue purposes by the syndicate so that they can actually make 
money out of the use of the equipment as long as they use it primarily for 
their own use. Is that correct?

Hon. Mr. Hays: It could be used for leasing.
Senator Aseltine: On the form of agreement, it bothers me somewhat. I 

happen to be a lawyer and in the last 50 years have been drawing up agree
ments of all kinds and descriptions for the farmers. In the farming area where 
I live in Saskatchewan, I have just been wondering how these agreements 
will be arrived at. Will the regulations contain a standard form of agreement 
which would have to be altered or modified according to the circumstances 
or what has the department in mind with respect to this?

Mr. Owen: The regulations will prescribe terms and conditions that must 
be provided for within each agreement. Our own solicitors will draft, in con
sultation with practising lawyers in each province, what we think is a standard 
form of agreement which can cover the things applicable to all syndicates— 
how a member gets in, how a member gets out, what happens when a member 
dies, what happens when one goes bankrupt. Besides these general things there 
will be a sort of model form of agreement which will be available to any group 
of farmers to use. If they wish to engage a solicitor to amend the standard 
form they will be able to make changes in these arrangements as they desire. 
Along with this, there is what we call the local agreement, where they will 
work out the specific details as to who is going to be responsible to maintain 
the machinery, to store it, what shares each one will have in the machine and 
a whole lot of local things that they will want to have. We will provide them 
with the guidelines and assistance in doing this, where there are small syndi
cates, so that they will be able to draw up these agreements without much 
difficulty. The main agreement will have been prescribed on a form by us. We 
will have a lot of flexibility in the suggestions available to them. If they wish 
to vary from this basic pattern they are free to go to a solicitor and draw up 
an agreement, as long as they take care of all the items that might cause dis
agreement later. The purpose of the agreement is to cover as many of these 
matters as possible in advance, so that they have already arrived at an under
standing in the event of a difficulty later on. We will allow a great deal of 
freedom in deciding how they will go about covering these points.

Senator Pearson: This sounds like a very complicated arrangement for 
a farmer. It will have to be put down in very fine print so that the farmer will 
not see it and will go ahead and sign it.

The Chairman: Senator, what do you know about fine print?
Senator Aseltine: I have another question under these agreements. Under 

the Farm Credit Act there are certain firms of solicitors who carry out local 
work in a whole big territory. For instance, on Rosetown, Saskatchewan we
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have a firm of solicitors which carries on business from the South Saskatchewan 
River almost to the North Saskatchewan River. Is there any intention of having 
something like that?

Mr. Owen: I am not familiar with the legal arrangements under the 
Farmers Credit Arrangement Act.

Senator Aseltine: Unless you have a firm of solicitors draw up for a big 
territory, I do not think that would work in this way, because these people 
farming would not wish to have to go 50, 70 or 100 miles to make the agree
ment.

Mr. Owen: This will be a matter of agreement between farmers, who will 
choose their own solicitor. We will examine the agreement to ensure it covers 
all the things we want it to cover and to our satisfaction; but on the actual 
drawing of the agreement if the farmers want a solicitor to draw up one, they 
can have their own solicitors do it.

Senator Reid: Has there been much demand for legislation of this kind 
or is this just a scheme you thought up anew? Has there been a demand by 
the farmers themselves?

The Chairman: We had that question already.
Hon. Mr. Hays: I think there will be a great demand. I do not share some of 

the pessimism as far as this act is concerned, because if the farmer can con
ceivably cut capital to one-twentieth of what it would ordinarily be, I think 
there is great need for it. Part of the reason many farmers find it very diffi
cult, particularly in eastern Canada, to make profit out of farming is on account 
of the law of supply and demand in the markets as they now are.

For instance, I am sure it is quite conceivable that the cost of feed can 
be cut from three and a half to four dollars a ton, and if you have 50 cows, 
it takes 42 tons a month to feed them. On a dairy farm of 42 cows there is 
a saving as much as the gross income in some cases.

The Chairman: Senator Isnor?
Senator Isnor: Mr. Chairman I was going to follow up what Senator 

Aseltine had to say, and also comment on Senator Crerar’s remarks, as to why 
this should not be made known. If this is a good bill it should be made known 
to the farmers so that they can take advantage of the opportunity to borrow.

Senator Crerar: May I correct Senator Isnor? I did not say that. I sug
gested that the pressure should not be applied by the department to induce 
farmers to avail themselves of these credit facilities.

Senator Isnor: Well, that is all right. I was speaking as a business man. I 
spend considerable money in advertising, because I believe it is a good thing.

The Chairman: Yes; you say you should put the merchandise in the 
window, Senator Isnor?

Senator Isnor: I do. I feel the minister would be justified in making 
this known to every farmer in the country. I was going to ask Mr. Hays if he 
has a copy of the agreement, or draft agreement, such as used in Great Britain.

Hon. Mr. Hays: I think we have.
Senator Isnor: Perhaps it would be of help, Mr. Chairman, if it were filed 

in our proceedings, and it might well settle some of the questions which have 
been raised.

Mr. Owen: It is a two-page document. I have a copy here of the one they 
use in England.

The Chairman: Shall it be printed in the proceedings as an appendix?
Senator Isnor: That is what I thought, thank you.
(See appendix “A”)
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Senator Isnor: I have another question. Would Mr. Hays be good enough 
to enlarge on subsection (2) of clause 2, which appears on page 2 of the bill?

Mr. Owen: Sir, in actual administration we find farmers who also have a 
full-time job away from the farm, and it becomes a question of whether their 
principal operation is farming or not. We have to assess all the circumstances 
and to make a decision as to whether the principal operation is farming or not. 
This subsection (2) is to give us the authority to make that distinction between 
those who are bona fide farmers and those who are farming as a secondary 
enterprise.

Senator Isnor: What does that matter? Supposing, for instance, a cabinet 
minister was a farmer, you would not bar him from borrowing, would you?

Mr. Owen: You will notice, sir, in clause 2(1) (c) that we are requiring 
that a majority of the members of any syndicate be farmers principally—that 
their principal occupation be farming, that to get the benefits of this act they 
must be bona fide farmers. They can have other persons with them, but the 
majority must be farmers. This is to provide us with a distinction between those 
who are and those who are not principally occupied in farming.

The Chairman: Senator Pouliot?
Senator Pouliot: Mr. Chairman, I am very glad to have this opportunity 

to tell the minister what I think. I find he is a good minister, and I compliment 
him, because I am sure he wants to help the farmers. I wonder if he would tell 
the committee if cooperative farming in Russia is a success?

Hon. Mr. Hays: Not having been there before, I do not know whether it is 
more successful today than it had been previously. Certainly, I think pride of 
ownership lends to greater production, and this sort of thing.

Senator Pouliot: Your idea in this bill is that farmers should give a hand 
to each other?

Hon. Mr. Hays: That is right.
The Chairman: Senator Lambert?
Senator Lambert: I should like to ask a question from the point of view 

of the basic importance of the industry in this country rather than from the 
point of view of administrative details, which one must assume will be per
tinent to meet the demand of this legislation. In a word, the application of this 
legislation should help this country to increase production on the farms of the 
various provinces in Canada. I assume, from information I was given a few 
minutes before this meeting was called, that the instruments of automation in 
western Canada have increased to a remarkable degree, presumably because 
the labour factor there has declined to a figure of around 35 per cent today from 
when I used to live there. To what extent is it possible through figures to tell 
how far automation has replaced that labour shortage and enabled the west, for 
example, to have successfully harvested the largest crop in the history of Canada 
last year?

Taking the west as one aspect of the problem, what about the comparison 
with the smaller operations in the smaller areas in western Canada? I presume 
that the figures of the census departments would probably give some idea of the 
relative strength of automation in the agricultural industry in the east by com
parison with the west. The impression I have, of course, is that the west has 
progressed very favourably and extensively in the use of machinery to give the 
results that we all want to see, and not only increased production, but increased 
marketing facilities for that production.

Hon. Mr. Hays: We have some figures that we used in compiling our sub
mission. It is a good question, and it does tell a great story. Mr. Owen has some 
figures that you might be interested in.
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Mr. Owen: I can put them on the record, Mr. Chairman, to indicate the 
growth in the investment of farm machinery in Canada as a whole. In 1941, 
$596 million; in 1951, $1,933 million; and in 1961, $2,568 million.

Now, I have this by provinces. I will not cite them all, but will give a 
couple of examples. In Alberta there was an increase from $116 million in 
1941 to $550 million in 1961.

Taking Ontario, it has increased from $150 million in 1941 to $579 million 
in 1961.

In Quebec, from $85 million in 1941 to $301 million in 1961.
I will place these figures on the record, if you wish, sir.
Senator Lambert: Yes, I think they are important.
(See appendix “B”)
Mr. Owen: This also includes investment in land, and livestock, and so on.
Senator Brooks: What about the cost of the new machines, such as 

combines or tractors? How much have they increased in cost, say from 1941 
to 1964?

The Chairman: Just to crystallize what you are looking for, Senator, I 
take it that you are asking how much of this increase is reflected in price as 
against numbers?

Senator Brooks: Yes.
Mr. Owen: I can give you the increase in numbers, and give you some 

examples. Tractors in Canada: In 1941, 159,000; in 1961, 549,000.
Coupled with the increase in price is a change of models and kind of 

machinery, which also is a factor in price.
I think I might add to this the fact that the $24 billion invested in farm 

machinery is a book inventory, which probably represents $5 billion of initial 
cost, or something of that order. And the actual cost of owning this machinery 
—this is just the interest on investment, plus annual depreciation, would be 
well in excess of $400 million a year, and the fact remains that a great deal 
of the capacity of this machinery is not used in Canada. In other words, we 
could farm a lot more land with the same machinery, or all iur land with less 
machinery, if we could by cooperative use increase the amount of use of 
each machine.

Senator Pearson: Of course, I cannot see that.
The Chairman: That raises a different kind of question, about pride of 

ownership.
Senator Pearson: In 1963 Canada produced its biggest crop without those 

means, and they cannot do that in Russia.
Senator Lambert: Are you speaking of pride in ownership of machinery? 

Surely you are mistaken. We have had cooperative institutions for years, both 
in respect to the purchase of machinery and the reaping of crops, and so on, 
the same as in England.

Senator Pearson: The private farmer produces his crops by means of 
the machines themselves, rather than by a cooperative scheme. I am speaking 
of production.

Senator Lambert: Just in the same way as there has been cooperative 
organization in the pools of western Canada, so also there has been cooperative 
organization in relation to the purchasing of machinery, and other supplies 
as well.

Hon. Mr. Hays: Maybe I might answer the difference between good farming 
practice, not necessarily related to pride of ownership. Last year our average 
wheat crop was 26 bushels per acre. This year, I suppose it will be in the 
neighbourhood of 21 bushels per acre. This year Russia’s yield was 23, or 
two bushels per acre above ours.

21473—2
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Senator Brooks: Have they had more rain?
Hon. Mr. Hays: Well, climatic conditions have a bearing, of course. In the 

harvesting of their crop, they have 300 million acres under crop in relationship 
to our 42 million in the west, of which 150 million acres is in wheat, and 
which required 500,000 man hours to harvest the crop. But they did beat us 
by two bushels this year; and this was a fairly good year for us as well.

The Chairman: Any other questions?
Senator Aseltine: My first question is as to the form of the agreement. 

Now, I want to know if Mr. Owen can tell us anything about what security 
will be demanded by the Farm Credit Corporation. Many of these farmers who 
want to go into this scheme have probably borrowed money on their land from 
the Farm Credit Corporation, and from the banks under the Farm Improvement 
Loans Act, and they might not qualify for a loan of $15,000, or so, which 
would be necessary to buy the expensive machinery that this act has in con
templation. What information can you give me on that point?

Mr. Owen: I would say that the first most important security is the 
signature of the farmer on the note. We feel that it is seldom you will find 
a farmer who signs a note who will not pay that note. The first security, 
therefore, is the signature on the note. Our second security, collateral security, 
if you wish, will be the machinery actually purchased with the loan. We will 
not be taking this security in some instances, depending on the position of 
the farmers and the strength of their financial position and the value of the 
machine and the amount of the money they are borrowing.

Senator Aseltine: Will that be in the form of a chattel mortgage?
Mr. Owen: If we take it it will be in the form of a chattel mortgage on 

the machinery, but we will not take it in all instances. I do not visualize 
taking any security against the assets of the farmers prior to their joining 
the syndicate. It is really a loan to the syndicate, and we will be taking our 
security against the machinery. We might want additional security in the 
form of liability insurance and fire insurance and life insurance, if it can be 
worked out. These will be the additional forms of security. The primary 
security is the note, and the secondary security is the machinery.

Senator Reid: Supposing a member of a syndicate withdraws from the 
partnership?

Mr. Owen: He has joined a partnership as a partner, and is jointly liable 
for the debts of the partnership. He is also a joint owner of the assets of the 
partnership. It will be appreciated that ordinarily the assets will exceed the 
liabilities, and he will be withdrawing from something in which he has a 
stake. If he wishes to make a deal with the other members so that they 
assume his assets and also his liabilities, and we are satisfied with that 
arrangement, then he can do it. Or, he may get another farmer who will take 
over his assets and liabilities. But, if he just gets up and walks out and says: 
“I am no longer interested”, and no arrangements are made for somebody 
else to take over his interest then he still remains liable for his obligations, 
and the owner of part of the assets.

The Chairman: The statistical reference that Mr. Owen made will be 
printed as an appendix to the record.

Senator Lambert: Thank you.
Senator Burchill: I would like to ask a question about the maintenance 

of this machinery. In the event of a dispute who is responsible for repairing 
breakdowns, and the general maintenance of the machinery? I have had 
quite a lot of experience in these things, and many times disputes have arisen 
over the fact that the machine was not fit to do the work when it came to
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one of the partners. Such a partner might allege that the machine has been 
abused, and so on. Repairs sometimes cost a good deal of money. If a dispute 
arose among the members of the syndicate would the courts settle the point, 
if it went that far?

Hon. Mr. Hays: I visualize this working in quite a different manner from 
that visualized by some members of the house and some senators here. I 
visualize this group of three, ten or twenty farmers using this equipment,

) under their agreement and under the regulations, just as they would use a 
rented car. They will rent the machinery amongst themselves on a per 
acreage basis.

When I raised this with the Minister of Agriculture in Manitoba I 
questioned its use so far as summer fallowing was concerned, and yet he 
could see how this equipment could be used on a summer fallowing basis in 
Manitoba. One farmer there with the proper kind of machinery could summer- 
fallow 150 acres a day, and the use of the machine would cut down on his 
labour costs. It would cut them to 20 per cent. There might be a group of 
five farms of 1,000 acres each, but one farmer might want to summer-fallow 
200 acres and another might want to summer-fallow 500 acres. In the agree
ment there would have to be provision for an assessment of the costs against 
each farmer. If the cost worked out at $1.00 or 75 cents per acre then at the 
end of the year each farmer would have to pay the partnership accordingly 
for the use of this machinery. It would work in this way. I am sure there will 
be provisions with respect to breakdowns and repairs, and it might be that 
one man would operate the machine and do all the summer fallowing for the 
five farms. This is where Mr. Hutton could see use being made of this legisla
tion.

Two or three years ago we imported something like 30 million bushels 
of corn from the United States, and part of the reason for that importation 
of corn was that a farmer who grew only 10 or 12 acres of corn could not 
afford the equipment to harvest it. A piece of corn harvesting equipment can 
do the work for 15 or 20 farmers. If a group of 15 or 20 farmers bought a 
piece of such equipment then at the end of the season they could get together 
and work out how much it cost them per bushel or per acre to harvest the 
crop. One farmer out of the 15 would do all the work, and the group would 
pay him for operating the machine.

Senator Burchill: In the event of a dispute the courts would have to 
eventually decide, would they not? It would not be a matter for the Farm 
Credit Corporation?

Hon. Mr. Hays: Do you mean if a member of a group refused to live up to 
his obligations?

Senator Burchill: Yes.
Hon. Mr. Hays: I suppose it would be rather like divorce. There are laws 

with respect to the dissolution of a marriage.
Senator Leonard: I have been through a draft of the agreement in the 

United Kingdom, and it seems to cover all of these points.
'll The Chairman: It provides for an arbitrator.

Senator Leonard: It seems to provide an economic method of dealing 
with such matters.

Senator Kinley: My experience with joint and several ventures has been 
a very sad one. I do not like joint and several notes. I am wondering what 
Provisions will be made for the winding up of such partnerships or groups. 
Will the farmer who is dissatisfied have the privilege of giving notice that he 
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wants the whole thing wound up? If I am farming with three or four others, 
and I am not satisfied and want to get out, will you accept notice that I want 
to get out?

Hon. Mr. Hays: This is a partnership agreement, and in these regulations— 
I think you will find that Britain attributes a great deal of the success of its 
scheme to the fact that the members of the groups were severally and jointly 
responsible. In the agreement there is a provision that at least once a year 
the group gets together. The fact that there was not this sort of form agreement 
was found to be one of the reasons for the break-up of the partnership. This 
does not quite answer your question, but the fact that there is this sort of 
agreement, and the fact that they have an asset to sell, means that if a partner 
is not happy with the arrangement he can sell his share in the asset to another 
person or to the remainder of the group.

Senator Kinley: My experience has been that when one signs a joint and 
several note at the bank for the building of a ship it very often goes bad. 
I have been farming 500 acres for many years, and I know that a good farmer 
will not sign a joint note with a poor farmer. Suppose I sign a joint note with 
three other farmers and I see that the thing is going bad and the machinery 
is not being looked after and they are not paying up, can I ask that the partner
ship be wound up?

The Chairman: It depends upon what your agreement says.
Senator Kinley: That is what I want to get in the agreement.
The Chairman: The farmer will have his lawyer suggest what terms he 

thinks should be added to the basic terms.
Senator Kinley: But I want to keep clear of lawyers.
The Chairman: You know, Senator Kinley, I like to hear people say that 

because ultimately it means more work for the lawyers.
Senator Aseltine: It seems to me that the lawyers and the machine 

manufacturing companies will be the residuary legatees here.
Senator Kinley: Suppose everybory wants to use the machinery at the 

same time? I have co-operation with my neighbour. He reinforces me during 
the harvest season, and I reinforce him with my machinery, and we have 
never charged each other anything. We get along splendidly. It must be re
membered that there are five periods of the day on the farm. There is the 
early morning, the morning proper, the afternoon, the evening and the moon
light, and a machine can be used at any time.

I think this legislation is a step forward. I think it is splendid. I think it 
it like the old fellow who ran the livery stable and who hired out his horses, 
and the Tilden Rent-a-Car firm. This is a big step forward in the interests of 
the smaller farmer. I might mention that I own 500 acres, but I know a man 
who has 600 acres and who has $100,000 worth of equipment. He was a German 
immigrant, and he is setting an example to all the farmers in his district.

The Chairman: Are you ready for the question?
Senator Crerar: I would like to ask a question. I shall not ask any more.
The Chairman: I have heard that before, Senator.
Senator Crerar: Subsection ( 1 ) (c) of section 2 reads:

(1) by an agreement in writing, approved by the Corporation, between 
not less than three individuals.

That is to say, three farmers can agree to form a syndicate. They work out 
their agreement in writing, but before that is effective it has to be approved 
by the corporation. What is the purpose of having the corporation approve 
this agreement?

The Chairman: Because it is lending the money to the syndicate.
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Senator Crerar: I know, but why not set down the conditions?
The Chairman: The conditions will be in the syndicate agreement.
Senator Crerar: Just a moment. Supposing you get 50,000 of these syn

dicates, just for the sake of illustration-—perhaps there will not be that many, 
but supposing there are—you will then have 50,000 applications that must 
go to the corporation for approval and that means, of course, more office 
space, more services, and all that sort of thing. Would it not be possible to 
have some general form, or a defined set of principles, upon which an agree
ment could be based? I merely offer that suggestion for the minister’s con
sideration.

I have one other suggestion to make to the minister. Let us consider a 
tractor that costs today probably $7,000 or $8,000. It may weigh two or two 
and a half tons. The cost of the material that goes into that, the iron and steel, 
would not average more than $125 a ton. When this iron and steel is assembled 
—and I admit some of it is finely machined, and that makes it more expensive, 
but it is a minor part—the final product costs far more than the original 
material. Material which does not cost more than a few hundred dollars 
is transformed into an implement that sells for $7,000 or $8,000. The most 
important thing—and it has long been in my mind—is that to deal with this 
is to deal with the cost of distribution.

Farmers today are almost discouraged from paying cash. We have developed 
this new technique of organizing finance companies. The big chain stores do 
it. They form finance companies, and they are turning the buyers over to 
the finance companies, and in the end the buyer has to pay anywhere from 
12 to 20 per cent interest on the purchase price. I suggest to the minister! 
that that is a field in which there might be some profitable inquiry made. 
An attempt should be made to see if it is not possible to cut down these 
tremendous costs of distribution.

I know this, because years ago I was in this business. It is simply absurd 
that a tractor that weighs only a couple of tons at the outside built of raw 
material that does not cost more than a few hundred dollars, should be an 
implement that sells for $6,000, $7,000 or $8,000. A tremendous saving could 
be effected for the farmers in this area, and the farmers themselves are 
groping for a remedy through their organizations. I do not know whether 
it is possible or not, but I suggest to the minister that there is a field that might 
offer some reward if an inquiry were made into it. If parliamentary com
mittees, instead of wasting their time as they are doing today, could get their 
teeth into that problem then there would be a result of some practical value.

The Chairman: Are you ready for the question? Shall I report the bill 
without amendment?

Hon. Senators: Agreed.
Senator Crerar: I have not received an answer to my question.
The Chairman: It was not a question.
Senator Crerar: My question is: If you get three farmers together in a 

group why is it necessary to have the agreement approved? Why do you 
not set down the general principles for their guidance?

The Chairman: There was an answer given to that question this morning. 
If you want the witness to repeat the answer then I will ask him to do so.

Senator Crerar: No, I will read it in the record.
The Chairman: Yes, it is on record.
Whereupon the committee adjourned.
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APPENDIX "A"

FARMERS’ MACHINERY SYNDICATE AGREEMENT 

RULES

1. Name
The name of the Syndicate shall be Farmers’ Machinery Syndicate (

) and shall be registered with the Secretary of Syndicate Credits 
( ) Ltd.

2. Object
The object of the Syndicate is restricted to the following:—
The acquisition and ownership of machinery for the use of members on 

their own farms. The repairing and maintenance of the same. The renting of 
storage and other accommodation for the use of members. The employment of 
workers for the operation of the machinery on behalf of members. The word 
“machinery” shall include all agricultural and horticultural equipment, fixed 
or otherwise, implements, tractors, trucks and lorries.

3. Membership and Constitution
(1) No person shall be admitted Member of the Syndicate who is not 

a member of the National Farmers’ Union of England and Wales.
(2) Within the limits of the Syndicate’s objects the Members shall be 

partners entitled to the Syndicate assets in such shares as they 
mutually agree and their. rights inter se governed by the Part
nership Act in so far as not inconsistent with these Rules.

4. The founder members shall be: —

5. Additional members may be admitted to the Syndicate only on the
unanimous approval of the members, and subject to the approval of Syndicate 
Credits ( ) Ltd., and on such terms as may be unanimously decided
at the time.

6. Members of the Syndicate are jointly and severally liable for the debts 
of the Syndicate but as between themselves shall bear all debts and liabilities 
in such proportions as shall be laid down from time to time.

7. No purchase of machinery shall be made by or on behalf of the Syndicate 
except with the approval in writing of all the Members to the price and terms of 
purchase and to the terms of repayment of monies borrowed by the Syndicate 
to finance the purchase.

8. The syndicate shall appoint a Secretary whose duties shall include 
laying reports before the Members.

9. The Syndicate shall keep proper Vouchers and Books of Account and 
Minute Books.

10. The Syndicate shall open and maintain a bank account in the name 
of the Syndicate and all monies received on behalf of the Syndicate shall be 
paid into such account.

11. The Syndicate shall borrow all monies required from Syndicate
Credits ( ) Ltd.

Note: Insert names of founder members in para 4.
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12. Maintenance, Use and Sale of Machinery

For the first four years of the life of any machine and subsequently there
after if the members so resolve, machines shall be inspected at six-monthly 
intervals by the distributor, or some other person appointed for that purpose by 
the Syndicate with the approval of Syndicate Credits ( ) Ltd., who
shall render a report in writing at six-monthly intervals, to the Secretary, 
Syndicate Credits ( ) Ltd. and the Secretary of the Syndicate,
who shall lay the reports before each member.

13. The use and maintenance of the machinery shall be governed by Regu
lations to be adopted unanimously by the Members. One copy of such regulations 
shall be forwarded to the Secretary, Syndicate Credits ( ) Ltd.

14. Each member shall insure his employee against Liability at Common 
Law whilst working away from his own farm.

15. No sale of machinery shall be made without the authority in writing of
all Members. Whilst any loan is outstanding, prior consent shall be obtained 
from Syndicate Credits ( ) Ltd. and the outstanding loans in
respect of the machinery in question shall be immediately repaid.

16. The basis of the reimbursement of costs of maintenance and other 
working expenses shall be in such manner as the members may unanimously 
resolve or as may be laid down in the Regulations referred to in Clause 13.

17. All machinery owned by the Syndicate will be marked with the owner’s 
designation.

18. Procedure on Member’s Retirement or Dissolution

A member may retire with the prior consent of Syndicate Credits (
) Ltd. (if then a creditor of the Syndicate) and all other creditors (if 

any) of the Syndicate and with the unanimous consent of the continuing Mem
bers. After retirement, a retiring Member shall remain liable for all liabilities 
of the Syndicate unsatisfied at the date of his retirement unless (with the 
before-mentioned consents) he shall have made some other arrangements for 
the assumption of his liability by a continuing Member or Members or by an 
incoming Member.

19. A retiring Member whose retirement has received all the consents 
referred to in Rule 18 shall be entitled to receive from the continuing Members 
the value of his interest in the net assets of the Syndicate. Such value shall be 
fixed by mutual agreement between the retiring Member and all the continuing 
Members, or failing agreement, by a Valuer appointed under Rule 25. The 
continuing Members may make it a condition of giving their consent under 
Rule 18 that the sum payable by them under this Rule shall be agreed prior to 
such consent becoming effective.

20. Death of a Member

The death of a Member shall not automatically dissolve the Syndicate. The 
estate of a deceased member shall remain liable for the liabilities of the Syndi
cate outstanding at his death but for no liabilities subsequently incurred. With 
the consents referred to in Rule 18 the personal representatives of the deceased 
member may be treated as a retiring Member for the purposes of Rules 18 and 
19, which shall thereupon apply mutatis mutandis.

In the event of all the consents required by Rule 18 not having been given 
within six months of a deceased member’s death, the Syndicate shall be dis
solved and all monies due to Syndicate Credits ( ) Ltd. from the
Syndicate shall become immediately payable.
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21. Should it be necessary, owing to the retirement of a member, or for any
other reason, the members may dissolve the Syndicate, which dissolution shall 
become effective so soon as proper provision has been made to the satisfaction 
of Syndicate Credits ( ) Ltd. for the discharge of all outstanding
liabilities.

22. Functions of Secretary of Syndicate Credits ( ) Ltd.
The Secretary of Syndicate Credits ( ) Ltd. shall have the

specific functions set out in Rules 23 to 27 in relation to the Syndicate. In these 
specific Rules the expression Secretary shall mean Secretary of Syndicate 
Credits ( ) Ltd.

23. The members and changes of membership shall be filed with the 
Secretary.

24. All agreements to purchase and sell machinery and the authorities to 
borrow shall be filed with the Secretary.

25. The Secretary shall, if so requested by a member, appoint a valuer for 
the purposes of valuation of an outgoing member. The expenses of the valuation 
shall be met by the Syndicate.

26. The Secretary shall appoint a Receiver on the dissolution of a Syndicate 
and such Receiver shall be the agent of the members and shall be entitled to 
exercise all the powers usually vested in a Receiver of partnership assets ap
pointed by the Court.

27. The Secretary may, at the request of any member, appoint an auditor 
to examine the books, and if necessary submit a report, but such member must 
deposit a sum of money to cover the costs.

28. Arbitration

In the event of a dispute the members shall be jointly and severally bound 
by the decision of an arbitrator appointed by the President of the Royal Institu
tion of Chartered Surveyors and shall accept his award as to the costs.

29. Restriction on Alteration of Rules

So long as the Syndicate is indebted to Syndicate Credits ( )
Ltd. no alteration shall be made to the Rules without the consent in writing of 
Syndicate Credits ( ) Ltd. intimated through its Secretary.
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APPENDIX "B"
INVESTMENT IN LAND, MACHINERY AND LIVESTOCK (DBS)

PROVINCE Year
Land and 
buildings

Machinery and 
equipment Livestock

Real 
Estate 
as % of

Total value total

British Columbia... ... 1941 114,288,700 15,128,400 20,645,827 150,062,927 76.1

1951 278,068,232 58,760,356 71,437,080 408,265,668 68.1

1961 493,030,800 86,487,700 77,647,800 657,166,300 75.1

Alberta............................ 1941 490,826,400 116,127,900 104,065,896 711,020,196 69.0

1951 1,015,289,268 390,003,340 384,323,689 1,789,616,297 56.7

1961 1,715,367,200 550,875,500 451,254,100 2,717,496,800 63.3

Saskatchewan.......... ... 1941 657,583,800 142,754,400 95,665,031 896,013,231 73.3

1951 1,182,905,467 525,644,660 283,223,123 1,991,773,250 59.4

1961 1,856,523,300 686,825,700 321,010,300 2,864,359,300 64.8

Manitoba................... ... 1941 229,487,700 58,886,600 50,803,976 339,178,276 67.6

1951 528,872,527 231,801,397 156,112,868 916,786,792 57.7

1961 719,612,000 272,018,900 162,456,700 1,154,087,600 62.3

Ontario....................... ... 1941 836,147,700 150,358,900 203,093,661 1,189,600,261 70.2

1951 1,419,363,802 445,277,532 683,328,284 2,547,969,618 55.7

1961 2,572,302,700 579,281,700 590,011,600 3,741,596,000 68.8

Quebec........................ ... 1941 543,358,500 85,203,400 111,185,062 739,746,962 73.5

1951 846,972,820 211,937,327 340,452,974 1,399,363,121 60.5

1961 1,014,681,500 301,257,000 308,941,000 1,624,879,600 62.4

New Brunswick.... ... 1941 57,997,000 10,824,500 11,973,859 80,795,359 71.8

1951 98,716,709 26,971,141 32,090,709 157,778,559 62.6

1961 90,114,800 31,682,200 23,566,000 145,363,000 61.9

Nova Scotia............. ... 1941 65,770,400 10,960,800 11,632,661 88,363,861 74.4

1951 94,485,972 25,223,734 32,755,239 152,464,945 61.9

1961 89,262,800 30,252,100 26,073,900 145,588,800 61.3

Prince Edward Island. 1941 34,375,800 5,801,400 6,517,877 46,695,077 73.6

1951 47,843,719 16,261,195 23,048,291 87,153,205 54.9

1961 52,500,800 26,856,300 16,939,400 96,296,500 54.5

Newfoundland.......... ... 1941

1951 14,658,139 1,416,655 3,581,985 19,656,779 74.6

1961 19,006,200 2,944,500 1,986,700 23,937,400 79.3

NATIONAL............ ... 1941 3,029,846,000 596,046,300 615,583,850 4,241,476,150 71.4

1951 5,527,207,155 1,933,312,262 2,010,356,955 9,470,876,372 58.4

1961 8,622,641,300 2,568,631,500 1,979,948,900 13,171,221,700 65.4
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Thursday, 
March 11th, 1965.

“Pursuant to the Order of the Day, the Senate resumed the debate on the 
motion of the Honourable Senator Lang, seconded by the Honourable Senator 
Hugessen, for second reading of the Bill C-123, intituled: “An Act to amend 
certain Acts administered in the Department of Insurance”.

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 Lang moved, seconded by the Honourable Senator 
Cook, 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.”

JOHN F. MacNEILL 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Wednesday, March 17th, 1965.

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

The Chairman having vacated the Chair, it was Agreed that the Honour
able Senator Bouffard become Acting Chairman.

Present: The Honourable Senators Bouffard, (Acting Chairman), Aseltine, 
Baird, Blois, Brooks, Burchill, Connolly (Ottawa West), Croll, Davies, Fergus- 
son, Flynn, Gershaw, Gouin, Hayden, Hugessen, Isnor, Kinley, Lang, Leonard, 
McCutcheon, McKeen, McLean, Pearson, Power, Taylor, Thorvaldsen, Walker, 
White, Willis and Woodrow—30.

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

Bill C-123, An Act to amend certain Acts administered in the Department 
°f Insurance, was read and considered.

The following witnesses were heard:
Mr. G. D. Finlayson, counsel for the sponsors of World Mortgage Corp.
Mr. R. Humphrys, Superintendent of Insurance.

At 10.45 a.m. the Committee adjourned.

At 2.00 p.m. the Committee resumed.

Present: The Honourable Senators Bouffard (Acting Chairman), Beaubien 
(Provencher), Croll, Davies, Fergusson, Gélinas, Gouin, Hayden, Hugessen, 
Bnor, Kinley, Lang, Leonard, McCutcheon, McKeen, Power, Reid, Taylor, Willis 
and Woodrow—20.

The following witness was heard:
Mr. R. Humphrys, Superintendent of Insurance.

At 3.00 p.m. the Committee adjourned.

At 4.45 p.m. the Committee resumed.

Present: The Honourable Senators Bouffard (Acting Chairman), Aseltine, 
eaubien {Bedford), Burchill, Cook, Gouin, Hayden, Hugessen, Isnor, Kinley, 
ane;’ Leonard, McCutcheon, McKeen, McLean, Pouliot, Power, Taylor, Walker 

and Willis—20.

The following witness was heard:
Mr. R. Humphrys, Superintendent of Insurance.

Q ^ 5.50 p.m. the Committee adjourned until Thursday, March 18, at 
a a.m.

Attest.

5

F. A. JACKSON, 
Clerk of the Committee.
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Thursday, March 18th, 1965.

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

Present: The Honourable Senators Bouffard (Acting Chairman), Beaubien 
(Provencher), Blois, Brooks, Burchill, Connolly (Ottawa West), Croll, Fer- 
gusson, Gouin, Hayden, Hugessen, Isnor, Kinley, Lang, Leonard, McCutcheon, 
Pearson, Reid, Taylor, Thorvaldsen, Walker, White, Willis and Woodrow.—24

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

Bill C-123, “An Act to amend certain Acts administered in the Department 
of Insurance”, was further considered.

The following witnesses were heard:
Hon. Walter L. Gordon, Minister of Finance.
Mr. R. Humphrys, Superintendent of Insurance.

On Motion duly put 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.
F. A. Jackson,

Clerk of the Committee.



REPORT OF THE COMMITTEE

Thursday, March 18th, 1965.

The Standing Committee on Banking and Commerce to which was referred 
the Bill C-123, intituled: “An Act to amend certain Acts administered in the 
Department of Insurance”, has in obedience to the order of reference of March 
11th, 1965, examined the said Bill and now reports the same without any 
amendment.

All which is respectfully submitted.

PAUL H. BOUFFARD, 
Acting Chairman.

7



(£



THE SENATE

STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE
Ottawa, Wednesday, March 17, 1965

The Standing Committee on Banking and Commerce to which was referred 
Bill C-123, to amend certain Acts administered in the Department of Insurance, 
met this day at 9.30 a.m.

Senator Salter A. Hayden (Chairman) in the Chair.
The Chairman: I call the meeting to order. We have before us for con

sideration Bill C-123.
The committee agreed that a verbatim report be made of the com

mittee’s proceedings on the bill.
The committee agreed to report recommending authority be granted 

for the printing of 800 copies in English and 300 copies in French of 
the committee’s proceedings on the bill.

The Chairman : Senators, as I indicated in the Senate the other day, I 
do not propose to preside as chairman of this meeting. I have spoken to Senator 
Bouffard. Is it the committee’s wish that Senator Bouffard now take the chair?

Hon. Senators: Agreed.
The Acting Chairman (Senator Bouffard): Thank you very much, sen

ators.
Senator McCutcheon: It is not often that you get a vote of confidence 

like that.
The Acting Chairman : No, it is not, and I do not ask for it very often, 

either. If I am permitted, it is my intention today to sit until a quarter to 
eleven.

Senator McCutcheon: And no later.
The Acting Chairman: That is right. At a quarter to eleven we shall 

adjourn until 2 o’clock and sit before the Senate meets this afternoon, and 
after that I propose that we resume when the Senate rises. If it is agreeable 
to the committee I propose to sit right through today. I think this morning 
there is an important caucus for the Conservative party, and I would not want 
to deprive anybody of the pleasure of attending it. Also, we have our own caucus 
at 11 o’clock.

Senator McCutcheon: You worry about yours, Senator Bouffard. Do not 
believe what you read in the papers about ours.

The Acting Chairman: As you know, this bill concerns insurance com
panies, trust companies and loan companies. It was my intention to ask Mr. 
fjumphrys, the Superintendent of Insurance, to explain the bill for us, but 
here is a witness here who has to go back to Toronto. We can accommodate 
un by hearing him now, after which we shall hear Mr. Humphrys. The first 

Person appearing before us this morning is Mr. G. D. Finlayson, who has to 
return to Toronto later this morning.

Senator Leonard: Mr. Chairman, at the outset may I be permitted to 
lsclose my own personal interest in the bill. I am a director of two companies—

9
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one a loan company, the Canada Permanent Mortgage Company, and one a trust 
company, the Canada Permanent Trust Company, both of which are federally 
incorporated and both of which are under the jurisdiction of the Department of 
Insurance, and both of which are affected by this legislation. On that acount 
I do not propose to vote or take an active part in the proceedings of the com
mittee.

Senator McCutcheon: In the same connection I might say that I am a 
director of the Montreal Trust Company which, I am happy to say, is not 
federally incorporated.

The Acting Chairman: No, it is a provincial trust company.
Senator McCutcheon: I am also chairman of the board of the National 

Life Insurance Company which, while it is affected by the investment pro
visions of this bill it is not affected by the restrictive provisions. I shall take 
part in the proceedings, and vote.

The Acting Chairman: I also am a director of the Administration and 
Trust Company which is a provincially incorporated trust company and has 
no interest in the bill.

Senator McCutcheon: We never knew before we saw this bill how op
portune it was that we were provincially incorporated.

Senator Thorvaldson: While we are making these confessions I too must 
confess that I am the president of a federal mortgage corporation and the 
director of a life insurance company and a trust company. I do not propose to 
vote on this bill.

Senator Hayden: Mr. Chairman, my position is, I think, well known. I 
stated it in the Senate, and it is a matter of record. I do not think I need repeat 
it here.

The Acting Chairman: Is it the wish of the committee that we hear Mr. 
Finlayson now and thus give him an opportunity of returning to Toronto today?

Hon. Senators: Agreed.

Mr. G. D. Finlayson, Counsel for sponsors of World Mortgage Corporation:
Mr. Chairman and honourable senators, I am appearing for the sponsors of a 
company which is proposed to be incorporated called The World Mortgage 
Corporation, and I want to address a few remarks, if I may, to certain pro
visions of Bill C-123.

Bill C-123 now accepts the principle of a parent-subsidiary relationship 
between loan and trust companies. It also provides that if a loan company 
holds more than 10 per cent of the shares of the trust company, it will be 
subject to an additional limitation on its borrowing power computed by ref
erence to the combined position of the two companies.

It appears from the testimony of Mr. R. Humphrys that a prime objective 
of the additional limitation is to prevent, where there is a parent-subsidiary 
relationship, the use of the same capital twice so as to provide margin for 
both the borrowings of the trust company and of the loan company. Addi
tionally, it has been stated by the minister “that consolidation is necessary in 
order that the borrowing limit be effective,” adding that “where parent- 
subsidiary relationships are allowed, it is most important to ensure that assets 
are not inflated by carrying shares of the subsidiary on the books of a parent 
at values in excess of the shareholders’ equity in the subsidiary.”

The minister also proceeded to say:
It would be most dangerous to permit a company to treat as an 

asset, held against the deposit liabilities an estimate of future earnings, 
whether this were done directly by inflating the assets of the company 
or indirectly by establishing a parent subsidiary relationship.
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We have made representations regarding the proposed additional limitation 
which it is feared frustrates the proposal for World Mortgage Corporation, 
a company which is designed to provide a large volume of mortgage financing. 
However, careful study has been given to the views expressed by honourable 
members and by the Superintendent of Insurance, and our position has also 
been re-examined with a view to meeting, if possible, objections which have 
been taken to our proposals.

The main issue can be stated fairly simply. We have contended, supported 
by expert evidence, that the shares of a subsidiary trust company—in this 
case, the subsidiary company being Eastern & Chartered Trust Company—are 
good and negotiable assets representing an equity in a stable business and that 
they ought to be accepted on the same footing as the common shares of in
dustrial companies without the imposition of the additional limitation.

The Superintendent of Insurance, on the other hand, expressed the view 
stated above and indicated that without the additional limitation, the right 
to create a parent subsidiary relationship would be open to possible abuse 
and might result in unjustified pyramiding on the same asset base. From Mr. 
Humphrys’ remarks it appears that he believes the problem to be in part a 
question of degree. While the legislation would apply to any case where a loan 
company owns more than 10% of a trust company, he has stated “if there 
were no exceptions to the rule that a loan company could not buy more than 
30% of the shares of any other company, then I believe there would be no need 
for a consolidation rule”. We believe that the question of degree also arises 
with regard to the relationship between the book value of the trust company’s 
shares in its accounts—i.e., the amount of its capital and reserve for each 
share outstanding—and the market value of these shares established by trading 
between investors. If the shares have an established market value in excess 
°f the book equity per share, there would, at the most, be only a partial duplica
tion in the use of any assets to margin liabilities.

Our position is, and has always been, that the margin provided to cover 
the trust company’s liabilities is not its share capital—since the trust company 
hoes not own its shares—but it is an amount of mortgages and other assets equal 
to its own capital and reserve. Inasmuch as investment of the trust company’s 
own funds in mortgages is further margined by a minimum of J in market 
value over the loan amount, there is additional protection for the trust com
pany’s own funds.

On the other hand, any margin provided against the loan company’s 
/abilities by its ownership of the trust company’s shares is different in form, 
m characteristics and in liquidity from the assets which margin the trust com
pany’s liabilities. It also differs in value from the book equity at which these 
shares appear in the trust company’s accounts and which effectively measures 
he margin for the latter’s borrowings. In the case of Eastern & Chartered Trust 
ornpany, the market value of approximately $50 represents a substantial 

above hook equity. The premium of market value over equity of 
blue chip” corporation shares in which a loan company may invest its funds 

aP to 30% of the outstanding shares varies considerably, and is anywhere up 
0 400% and over of the actual book equity of such corporation shares. As we 
ave. Pointed out, the premium reflects in a substantial degree the value of the 

-ervice division of the business—in the case of a trust company, the administra- 
10n of many estates and trusts having a large aggregate value—as well as the 

j ° e-ofial of the particular company, its growth in assets and in future earnings, 
oth ”e Case a trust company, the business of administration of estates and 
th 6r fiduciary services, involves little of the trust company’s capital, but it is 

6 source of a substantial flow of income. 
s one were to accept the premise, and we are willing to concede, that the

e underlying assets should not be used, directly or indirectly for margin
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purposes, the logical conclusion, it is submitted, would be that in any test based 
on the combined position of the companies the deduction from the combined 
assets should not be the cost of the trust company’s shares to the loan company 
but the lesser of this cost and the book value of the equity behind these shares 
as shown by the accounts of the trust company, i.e., the cost or the book 
value whichever is the lesser. It is only an amount equal to the latter which will 
have been used to margin the borrowings of the trust company and this is the 
maximum amount which should be excluded on any contention that the same 
underlying assets must not be used twice for margining purposes. We submit 
that if the Superintendent of Insurance and the Minister cannot see their way 
clear to recommend the acceptance of submissions of counsel made at the hear
ings, an amendment to the Bill to reduce the deduction for inter-company hold
ings along the foregoing lines would be appropriate and would provide full 
protection to loan company depositors and to the holders of their debentures. 
Specifically, it would meet any possible contention that the same assets are 
doing double duty for margin purposes. It recognizes quite properly the dual 
character of the trust companies and of values in excess of book value which 
underly the market for their shares. It gives the same recognition to these addi
tional values arising from the trust and estate business and from other factors 
as it would to established market values for other service businesses which 
are publicly owned, or to the excess of market over book value of industrial 
companies. As has been pointed out during the hearings, even the best industrial 
companies (with the possible exception of utilities) rarely have the stability 
of earning power which flows from the administration of a large volume of 
trusts and estates. The shares of good industrial companies as has been pointed 
out, usually sell at a substantial premium over their book value.

It is worth emphasizing that while a loan company may legally and quite 
properly acquire 30% of the shares of any qualified financial or industrial 
company, other than a loan or trust company, it may include such assets in 
its accounts at the price at which the shares were acquired even though such 
price represents a substantial premium of many times the actual book equity 
of such shares. In fact, the Minister in addressing the Standing Committee on 
Banking and Commerce on November 26, 1964, stated that “in considering in
vestment powers, it is essential to keep in mind that the purpose of having any 
legislative limitation on the investment powers of insurance companies, trust 
companies, and loan companies, is to safeguard the interests of those who have 
entrusted funds to them, whether in the form of insurance premiums, savings 
deposits, or money lent through purchase of debentures or guaranteed invest
ment certificates. The investment provisions should therefore be so drawn as to 
establish a general framework of a good quality of investment and care must 
be taken in making changes that broaden this framework. It is to be recognized 
at the same time that the pool of assets accumulated by these companies forms 
a very important source of investment capital in the Canadian economy, and 
for this reason it is in the public interest that these funds be allowed to play 
a useful and flexible part in the development of the economy”.

Bill 123 reduces the present requirement for a 7 year dividend record to 
5 years, and a new earnings test is introduced to qualify common shares on an 
earnings basis, regardless of dividend record. The maximum limit on invest
ment in common shares is increased from 15% to 25% of the company’s assets 
and. as well, the basket clause for insurance companies is increased from 5% 
to 7%. Additionally, a further broadening of investment powers is brought 
about by permitting companies to lend up to J of the value of real estate instead 
of \ and insurance companies are given the power to invest in subsidiary real 
estate companies, non-resident life companies and general insurance companies 
without legislative limitation. All these broaden the investment powers of the 
respective companies and it seems that if such broadening is justified, then
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there is no justification for restricting a loan company by excluding from its 
equity base the amount by which the cost of shares of a subsidiary trust com
pany exceeds the equity value of such shares, particularly, if the shares are 
listed or traded on a recognized stock exchange in Canada and the price paid 
represents a fair market value.

We acknowledge that it is important to get this Bill through quickly since 
the companies concerned with the other provisions are awaiting its passage. 
Accordingly, we do not wish to impede its progress but wanted the opportunity 
to record our views in the expectation that they will be well taken and that at 
some future date appropriate consideration will be given.

The Acting Chairman : Are there any questions?
Senator Croll: What happens to your bill now?
Mr. Finlayson: At present it is standing on the Order Paper in the House 

of Commons, having received first reading. Certain sections of it will not be 
necessary in the event that Bill C-123 is passed; but, as I understand it, if Bill 
C-123 is passed in its present form there will be no point in proceeding with 
the World Mortgage Corporation bill.

Senator Croll: You are not proceeding with the other aspects of the World 
Mortgage Corporation?

Mr. Finlayson: As I understand it, it is useless to proceed with the World 
Mortgage Corporation within the present framework, if Bill C-123 is passed. 
It would not be economical in its present form.

Senator Walker: Mr. Finlayson, do I understand that you are satisfied with 
Bill C-123?

Mr. Finlayson: No, I am not satisfied.
Senator Walker: But you are content it be passed in its present form, or 

are you objecting to it, and if so what part would you like amended?
Mr. Finlayson: I am objecting to the bill, but, on the other hand, I appreci

ate that it is important that the other provisions in the bill be enacted. All we 
can do, we feel, usefully, is to state our objections to the bill. We do not want 
to prevent it being passed, because it has a lot of useful provisions in it. How
ever, we want to state our position clearly, and we hope that in good time we 
shall be able to persuade the legislature with our views and that they will 
Prevail.

Senator Walker: On the question of this mortgage bill, do I understand 
you to say it was amended in the House of Commons to bring it within the 
mind of Bill C-123?

Mr. Finlayson: No, it has not been amended to date. We had in mind that 
there were certain provisions in the bill, which is Bill S-32 in the Senate which 
are no longer necessary by reason of the provisions of Bill C-123. When this 
bill was passed by the Senate there was a prohibition against a loan company 
loaning more than 30 per cent of the shares of a trust company. Now, under 
Bill C-123 that restriction has been removed. Bill S-32 is the bill to incorporate 
the World Mortgage Corporation.

Senator Croll: Do I understand that you are proceeding with the bill 
which in the other place will incorporate a loan company?

Mr. Finlayson: Yes.
Senator McCutcheon: Mr. Finlayson says that if that bill passes, there is 

n° Point in proceeding with the present bill.
Mr. Finlayson: In its present form. Just what changes will require to be 

made I do not know right at the present time.
Senator Walker: Do I understand that because of Bill C-123 you are going 

o tailor the bill in the House of Commons to meet the provisions of Bill C-123 
at is passed; is that correct?
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Mr. Finlayson: It is a little awkward for me to answer. Certainly the 
sponsors of the World Mortgage Corporation do not propose to abandon the 
World Mortgage Corporation. I do not know what changes are going to have to 
be made to make this economically feasible, but certainly we are going to 
proceed with the World Mortgage Corporation. I cannot answer in what form 
we will proceed with this.

Senator Walker: I hope you will go ahead with it, because we have been 
applying for six or seven years to get such people to make loans on mortgages, 
and if you are thinking of abandoning it—

Mr. Finlayson : That is putting it a little too strongly. We do not propose 
to abandon it, that is for certain.

Senator Walker: I do not know anything about the restrictions that you 
propose be put on it, but if there is anything in this that you do not like, let us 
hear about it.

Mr. Finlayson : As I thought I had indicated in my presentation, the objec
tion that we have to Bill C-123 is in section 42.

Senator McCutcheon: Section 42(3).
Mr. Finlayson: Amending section 68, and if you look over on page 56 of 

the pamphlet copy, on the last page, it sets out what the borrowing base for the 
loan company is to be, and subsections (a) and (b) in effect say that you com
bine the assets of the loan company and the liabilities of the loan company with 
those of the trust company on a consolidated basis. In computing the combined 
assets of the loan company and the trust company you must exclude for 
purposes of computing your borrowing base the value of the trust company’s 
shares on the loan company’s books. Now, in our case it is proposed that the 
World Mortgage Corporation is to acquire the shares of the Eastern and Chart
ered Trust Company. Those shares at the present time have a market value of 
approximately $50 a share, and it was proposed initially that in including the 
borrowing base for the World Mortgage Corporation we would include $50 per 
share representing the value of the Eastern Chartered Trust Company shares.

Senator Kinley: It is $52 today.
Senator McCutcheon: That viewpoint you expressed was put forward 

very clearly by the sponsors of the World Mortgage Corporation before this 
committee. The then Superintendent of Insurance expressed his views, which 
are similar to the views, I understand, being expressed by the present Superin
tendent. Nevertheless, this committee, and subsequently the Senate, approved 
and passed the bill. Is that correct?

Mr. Finlayson: The World Mortgage Corporation?
Senator McCutcheon: Yes.
Mr. Finlayson: Yes, that is correct.
Senator McCutcheon: Passed the bill, having heard the representations 

as to the intention which you have just made?
Mr. Finlayson: That is correct.
Senator McCutcheon: Thank you.
Senator Walker: Well, is this coddling your bill that we passed?
Mr. Finlayson: Yes, Bill C-123 in its present form does coddle us, because 

we would not now be permitted to include the $50 per share in our borrow
ing base. In other words, our borrowing base is going to be shrunk by this 
$50 a share.

Senator Thorvaldson: In other words you are going to be living with a 
book value?

Mr. Finlayson: No, no value at all under Bill C-123.
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Senator McCutcheon: What is your intermediate suggestion?
Mr. Finlayson: Our intermediate suggestion that we have now is that 

instead of talking in terms of giving us no value whatsoever for Eastern 
Chartered Trust Company’s shares, we should be permitted to include in our 
borrowing base the difference between the book value and the market value. 
The book value at the present time is approximately $26 a share, and the 
market value is $50 a share.

Senator McCutcheon: Cut by 50 per cent instead of 100 per cent?
Mr. Finlayson: Yes.
Senator Walker: Why? Book value does not mean anything, does it?
Mr. Finlayson: Well, that is quite true; but we are in the position that 

we want to salvage as much as we can from our present situation. Repre
sentations were made to the Banking and Commerce Committee of the House 
of Commons that we should be entitled to have the full $50.

Senator Walker: We passed it, too.
Mr. Finlayson: I was referring to representations in the Banking and 

Commerce Committee of the House of Commons, and those submissions were 
not given effect to by the committee, and the bill in its present form does 
not reflect the amendments we proposed. As an intermediate step we hope 
we can perhaps educate the legislature as to the propriety of our proposal. 
We are coming down a bit and saying that if we cannot have the full $50 
a share, at least we 'can have the difference between the book value and the 
market value. After all, the objection with regard to the view put forward by 
the Superintendent of Insurance is that we are using the same money twice. 
The trust company is using $26 as a borrowing base. We acquire the trust 
company shares, and we use it again, but the only duplication, if there is 
any duplication, is with respect to the book value, and we suggest that the very 
Çeal value, which is the difference between book value and market value, 
18 n°t being borrowed upon and we should have the opportunity of including 
that at least in our borrowing base.

Senator Walker: That sounds reasonable. Perhaps we shall hear about 
that from the Superintendent.

Senator Lang: As to your position today, Mr. Finlayson, I take it from 
what you have said that you are not pressing for this committee to consider 
amending the bill along the lines of your suggestions, but that you are 
basically here to express you position for future purposes. Am I correct in 
mat assumption?

Mr. Finlayson: I think that puts it accurately, Senator Lang. We do 
bot want to hold up the bill because there are useful provisions in it, and 

appreciate that because of the procedures involved any amendment by the 
enate would cause delay in the passage of the bill as a whole. However, we 

are not retreating from any position we have taken. We hope our position will 
6 Siven effect to sooner or later.

Senator Lang: But, Mr. Finlayson, you would not wish your position 
°hay to prejudice passage of the other sections?

Mr. Finlayson: No. There are sections, including increasing the lending 
Power from two-thirds to 75 per cent on mortgages, and things of that nature, 
We fully support.

Senator Walker: In other words, you are getting yourself on the record. 
Mr. Finlayson: Yes.
Senator McCutcheon: If you followed the proceedings in the other place 

s night you might feel we have plenty of time to have the bill go through 
dnd be enacted.



16 STANDING COMMITTEE

The Acting Chairman: We cannot rely very much on that.
Are there any other questions to Mr. Finlayson?
Thank you, sir, very much.
I think it would be the time now to get Mr. Humphrys, the Superintendent 

of Insurance, to explain the whole bill and give the information to the committee 
that is necessary, unless the committee has other suggestions to make.

Senator McCutcheon: Mr. Chairman, I was wondering if Mr. Humphrys 
could make his statement now, and if we could postpone questioning until we 
resume at 2 o’clock.

The Acting Chairman: That is what I would like to do, because it will 
not give much more time for questioning.

Senator McCutcheon: I have another appointment now, and if I can rely 
on that, Mr. Chairman, I will be here at 2 o’clock.

The Acting Chairman: That is fine. Is it agreed by the committee that we 
hear Mr. Humphrys, and that the questioning of Mr. Humphrys will be post
poned until 2 o’clock?

Hon. Senators: Agreed.
The Acting Chairman: All right, Mr. Humphrys, would you give your 

explanation of the bill?

Mr. R. Humphrys, Superintendent of Insurance, Department of Insurance: Mr.
Chairman, honourable senators : I did not propose to make a very lengthy initial 
statement. Senator Lang, in presenting the bill for second reading, explained 
the main heads of it, so I will not take the time of the committee to go over that 
same ground in great detail. I will, however, make a few initial remarks.

The principal purpose of the bill is to amend the investment powers of 
insurance companies, trust companies and loan companies that are subject to 
federal jurisdiction, and to enact a measure that will control to some extent the 
proportion of shares of these companies that can be owned by non-residents.

In addition to these main purposes, there are a number of other provisions 
in the bill, some of which are quite important, and others which deal really with 
only minor technical matters.

So far as insurance companies are concerned, in addition to the changes in 
the investment powers and the question of foreign ownership of shares, there 
are points dealing with the qualification for shareholders’ directors, power for 
life insurance companies to subdivide the par value of their shares, power for 
life insurance companies to own subsidiary companies in certain circumstances. 
This is quite a nèw departure, since it has not hitherto been possible for a life 
insurance company to own a subsidiary of any type.

The main portion of the bill deals with Canadian insurance companies, but 
it also amends the investment provisions applicable to British and foreign 
insurance companies, to keep the provisions applicable to them consistent with 
the investment powers for Canadian companies. The legislation limits and 
defines the classes of investment that these non-resident companies are required 
to maintain in Canada to cover their Canadian liabilities. These are kept in line 
with the types of investment eligible for Canadian investment companies.

So far as the trust companies and loan companies are concerned, the amend
ments follow quite closely some of the amendments made for the insurance 
companies. The investment powers as respects mortgages and common shares 
are changed in a manner similar to that for insurance companies. They are given 
power to sub-divide the par value of their shares. The Governor in Council is 
given power to grant a French or English version of the corporate name, and 
there are the provisions changing the borrowing limits applicable to these 
companies.
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One of those amendments has already been referred to by the previous 
witness, and there are additional amendments affecting those borrowing powers 
that will, in some respect, expand them, as well as the particular amendment 
that was already discused.

The bill looks quite formidable, but it deals with four different acts, and 
there is a good deal of repetition in it. It is in four parts.

The first part of the bill deals with the Canadian and British Insurance 
Companies Act, and even there the investment provisions are repeated, once 
for Canadian companies and again for British companies.

The second part deals with the Foreign Insurance Companies Act, and 
enacts the same changes as the first part does for British companies.

The third part deals with the Trust Companies Act.
The fourth part deals with the Loan Companies Act.
Mr. Chairman, that is all I had in mind in the way of an initial statement.

I thought that I could deal with other matters as we went through the bill clause 
by clause.

The Acting Chairman: Would you care to make any kind of statement in 
answer to the previous witness, Mr. Finlayson?

Senator Hayden: Mr. Chairman, all that I was going to suggest was that 
Hiaybe that would come more appropriately when we are looking at those two 
sections that cover that situation.

The Acting Chairman: Yes.
Senator Hayden: However, there are two or three general questions I have 

to ask Mr. Humphrys.
One is: What material did you have, what representations were made 

as a result of which you have incorporated in this bill the increase in the 
borrowing limit from 66§ to 75 per cent on real estate?

Mr. Humphrys: The limit of mortgage loans on the security of real estate?
Senator Hayden: Yes.
Mr. Humphrys: The Canadian Life Insurance Officers Association made 

representations to the Government seeking that increase. They had made rep
resentations at earlier times when other amendments were under consideration.

You will recall that in 1960 the limit was raised from 60 per cent to 66§ 
Per cent. They made further representations last year requesting an increase 
to 75 per cent.

Senator Hayden: No, but what was the underlying basis?
Mr. Humphrys: There were, I think, three underlying factors.
to their report, the Royal Commission on Banking and Finance expressed 

be view that it would be appropriate to raise the limit to 75 per cent.
A number of States in the United States, usually regarded as having 

s°und insurance legislation, had made similar amendments in their laws 
Permitting insurance companies to go up to 75 per cent.

As a consequence, the United States insurance companies doing business 
Canada and British insurance companies doing business here were making 

oans on their own home-office account in excess of the two-thirds limit, 
his put our Canadian companies in an unfavourable competitive position, in 

he sense that the competing companies could pick up what they thought to 
e the cream of loans at a high ratio, whereas our companies could not. 
o, in order to put them in a comparable competitive position it was felt they 

s °uld have the same powers.
And there was the general consideration, after considering these repre- 

fat a^°nSl ^he mortgage experience has been good, and by reason of the 
am Practically all mortgage portfolios now are repaid on a monthly

ortization basis, the character of mortgage lending has changed consider- 
21886—2
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ably from what it was many years ago, when the repayments were semi
annual or annual.

So, having all those things in mind, the Government considered it would 
not be too great a risk to permit the mortgage loans to go up to a 75 per cent 
limit. The industry, in making those representations, also pointed out that 
even with the power it would not necessarily mean that every mortgage 
they might make would be to the 75 per cent limit, but they felt the more 
room they had, the more selective they could be in assessing the risk, and 
that they would be able to go up to 75 per cent in good cases, but if they 
felt the risk did not justify it, they would not do so.

Senator Hugessen: May I ask a supplementary question on this point? I 
think it would be helpful if the Superintendent would give us the names of 
states where they have this 75 per cent limit.

Mr. Humphrys: I know New York is one. They changed their law recently. 
New York is usually regarded as one of the leaders in insurance legislation.

Senator Hugessen: That is good enough, we have something to go on. 
Now you said that British companies also can lend up to 75 per cent.

Mr. Humphrys: They have no limit in their legislation. So far as their 
business in Canada is concerned, they are required by the law to maintain 
assets in trust in Canada to cover Canadian liabilities, and in that trust there 
cannot be mortgages of a different type from those that Canadian companies 
could invest in. They would be limited now to mortgages for not more than 
two-thirds the value of the real estate, but they can, for their own account, 
if they wish to, make a higher mortgage loan and not put it in the trust. 
They are thus in a position to pick off those loans they think are desirable.

Senator Hayden: What do you mean? You say “for their own account”— 
they would still have some liabilities here?

Mr. Humphrys: They would have to cover Canadian liabilities with trust 
assets of the character defined. But if they wish to bring more funds into 
Canada they can do so. And if they make a 75 per cent loan, and when it is 
paid down to two-thirds they can vest it in trust then.

Senator Thorvaldson: What is the practice of American companies in this 
regard? Would they bring assets from the United States to their Canadian 
portfolio to fill up this gap?

Mr. Humphrys: Many United States companies have invested in Canada 
much more than their liabilities here. They are making investments here for 
their own account. Generally speaking, so far as their Canadian liabilities 
are concerned the funds to cover these liabilities would flow from the premiums 
collected and interest earned in Canada.

Senator Hayden: Going on to the question of expansion of investment in 
common shares, were there representations made on which you based the 
provisions in this bill under which the percentage of investment in common 
shares is increased?

Mr. Humphrys: The initial point for that provision was the reference 
in the budget speech of the Minister of Finance at the start of the current 
session where he indicated the Government’s intention to expand the investment 
powers of insurance companies as regards common stocks.

Senator Hayden: I was asking whether behind that, as in the case of the 
increase of percentage in mortgage loans, some representations were made, or 
some examination was made, or how do you justify such expansion?

Mr. Humphrys: There were no representations made by the industry 
recently requesting any such change.

Senator Hayden: This was an internal assessment expressed in a policy 
statement by the Minister of Finance?
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Mr. Humphrys: I would say that would be correct.
The Acting Chairman: But they might not be prepared to go to the 

percentage established in law. They could limit themselves to what they 
wanted?

Senator Hayden: I understand that if you examine the portfolios of 
insurance companies they have not approached even closely to the limit you 
have now set.

Mr. Humphrys: That is correct on the average. On the average the propor
tion of assets invested in common shares is much lower than the present limit. 
However, this is something that varies from one company to another, and 
some companies are fairly close to the present limit on a market basis but 
not on a book basis.

Senator Hayden: You have also expanded the right of life insurance 
companies to invest and set up subsidiary companies in real estate terms—?

Mr. Humphrys: Yes, the bill grants power to life insurance companies 
to own real estate subsidiaries.

Senator Hayden: This is something that is really new. It is on page 15, 
section 6 of the bill which enacts a new section 64a. I think I addressed some 
questions to you some time ago to ascertain what is meant by the words 
‘subject to such terms and conditions as may be prescribed by the Treasury 

Board upon the report of the Superintendent.” That is with respect to the 
right you give to life insurance companies to invest in several types of things 
iu respect of which heretofore they did not have that power. Have you settled 
0n all the terms and conditions to apply or would you care to make some 
comment on that section?

Mr. Humphrys: The department has not settled on terms and conditions that 
is in a position to put forward to the Treasury Board. We are now in the 

Process of discussing this question with a committee representing the life 
insurance companies with a view to settling upon some terms and conditions 
inat might be prescribed by the Treasury Board, initially at least. The nature 
°f the terms and conditions under consideration I might explain by a few 
examples—we are concerned with the question of the valuation of the shares 
°f the subsidiary in the balance sheet of the parent. This is a very important 
question, and one that requires careful attention in this whole field of insurance 
companies, trust companies and loan companies who are considering moving 
mto the subsidiary field.

The discussion we have had with the insurance industry to date suggest 
1 would be an appropriate valuation basis to regard the shares of the subsidiary 
us having a value determined on the basis of the net shareholders’ equity in 
I tehsubsidiary- This is, I think, an important principle because it would be, 

hink, dangerous to be in a position where if you had a particular group of 
ssets that if they were owned directly by the life insurance company would 
ave a certain value, and then to take the view that by interposing a subsidi- 
ry between, they could be carried at a different value. This principle is 
ec°gnized in other legislation.

i *n °ur own case we have not hitherto had to deal with it because we have 
tw n° subsidiaries in the life insurance field, in the trust field, except for the 

o exceptions—that is in the life insurance field or the loan company field 
areXc.ePt for the two exceptions) and all through the classes of company that 
virt with by this supervisory type of legislation, subsidiaries have been 
Cor_Ually nonexistent. In the United States this problem is perhaps more 

tban here, but it is dealt with in their legislation—for example in 
°f a the New York law says if an insurance company owns shares
the nother insurance company, they cannot be valued at a value which exceeds 

portion of the shareholders’ equity in the subsidiary.
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Senator Hayden: The net equity value.
Mr. Humphrys: The rules for valuation adopted by the National Associa

tion of Insurance Commissioners in the United States are similar. The rules say 
that if an insurance company owns a subsidiary, the shares can only be valued 
on the basis of such of the assets of the subsidiary as would be eligible invest
ments for the parent.

Senator Hayden: One of the problems you face here is if you have a 
Canadian life insurance company investing in a subsidiary life insurance 
company in the United States, for instance, and owning that subsidiary 100 per 
cent. You have no place to which you can go in order to get a market value?

Mr. Humphrys: That is correct, sir.
Senator Hayden: Therefore, you require either a statutory formula to 

prescribe the value in those circumstances, or you need what you have in 
here, terms and conditions under which you may do this?

Mr. Humphrys: Yes.
Senator Hayden: And I take it that in those terms and conditions you will 

prescribe the basis on which those shares of the subsidiary not having a 
market value will be valued for accounting purposes?

Mr. Humphrys: This will be one of the things, yes. Another problem is 
whether the subsidiary could in turn have other subsidiaries. Another matter 
to be dealt with would be the investment powers of the subsidiary, because 
it would not be sound to have a situation develop where a life insurance 
company would be prohibited from getting into other lines of business, but it 
could by owning the subsidiary branch go into other fields of activity.

Senator Hayden: This is quite an expansion of the investment field for 
life companies?

Mr. Humphrys: It is a very big move, yes.
Senator Hayden: Therefore, since you are breaking new ground the 

importance of the terms and conditions would be very significant?
Mr. Humphrys: One of the reasons for proposing that the terms and 

conditions be determined by the Treasury Board is because of the very fact 
that new ground is being broken, and at least until some experience is gained 
in it it would be rather difficult to prescribe terms and conditions in such 
a form that they should be enacted in legislation.

Senator Pearson: Where did the pressure come from for the bringing 
forth of this legislation?

Mr. Humphrys: From the life insurance industry. They are much interested 
in the real estate investment field at the present time. They find themselves in 
the position of putting up most of the funds by way of mortgage money, but 
someone else is owning the equity. In times of rising real estate values, at 
least, the owners of the equity are getting the benefit.

The Acting Chairman: They want to protect themselves against inflation.
Mr. Humphrys: I think they see favourable investment opportunities in 

having an equity participation in real estate properties, and they are seeking 
permission to go into that field.

Senator Hayden: Mr. Humphrys, I was wondering if you could indicate 
what you feel would be an example, or several examples, of the sort of thing 
that would be done under subsection (c) of this new section, which gives the 
life company the power to invest its funds in the fully paid-up shares of any 
corporation incorporated to acquire, hold, maintain, improve, lease or manage 
real estate or leaseholds?
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Mr. Humphrys: As I understand it, Senator Hayden, it has been put 
forward to the department by the industry that they are interested in having 
an equity participation in a company that might, say, assemble land for the 
purpose of constructing shopping centres, for instance, and apartment develop
ments. The subsidiary company might also handle the design and the develop
ment of the whole construction project. There are examples, I think, of where 
real estate development companies engage in quite a broad range. of activities 
m connection with land assembly and construction projects.

Senator Hayden : What would happen if in addition to making this 
investment in the shares of such a company it then became the martgage in 
respect of those properties? Is that something that you feel must be covered 
in the terms and conditions?

Mr. Humphrys: This is a question that we are actively discussing now, 
&nd it poses a number of difficult problems because the legislation proposes 
a 10 per cent limit on the investment of a company in real estate for the 
Production of income, so that it would seem to me that the terms and conditions 
governing investments in a real estate company under section 64a should be 
such that a company’s investment or involvement in real estate property under 
this head would be at least consistent with the concept of having a limit on 
the investment in real estate.

Senator Thorvaldson: Mr. Humphrys, at this point in regard to real estate 
you referred to the section giving the a life insurance company the right the 
mvest in equities of a real estate company. I do not believe there is anything in 
that section as it now stands, unless it is modified by regulation, to prevent an 
insurance company from incorporating its own real estate subsidiary. That is 
right, is it not—or is it proposed to modify that section in that regard?

Mr. Humphrys: No, senator, it was contemplated that companies would be 
able to incorporate a subsidiary.

Senator Thorvaldson: And by the same token, then, under section 64a 
7 suppose it is contemplated that a Canadian life insurance company could 
incorporate a United States subsidiary?

Mr. Humphrys: Yes.
Senator Thorvaldson: Or any foreign subsidiary of itself?
Mr. Humphrys: That is the intention, senator, yes.
Senator Hayden: This may be a very important expansion of the invest- 

uient powers of a life company?
Mr. Humphrys: It may indeed, sir.
Senator Hugessen: It puts quite a responsibility on the Superintendent

as well.
Mr. Humphrys: It raises a variety of problems we have not had to deal 

with in the past by reason of companies not being able to own them.
Senator Thorvaldson: You will not be able to supervise an American 

company—that is, a wholly-owned subsidiary life company. You would not be 
uble to supervise that. In other words, the supervision of that company would 
be by the state laws of the state in which it is incorporated.

Senator Hayden: Yes, but, senator, they would have their hands on t e 
subject here in Canada—the parent—and I am sure they could in that fashion 
exercise all the authority they might feel they needed in order to have certain 
things happen in relation to the conduct of the subsidiary. Is not that right, 
Mr. Humphrys?

Mr. Humphrys- Amongst the terms and conditions that we have been 
exploring have been some that would at least give the insurance department 
uccess to the statements and records of the subsidiary so that we could ascer-
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tain what the subsidiary is doing. This might have to be done through the 
parent as we would not have direct jurisdiction over the foreign company. 
There would also probably be terms and conditions having to do with the 
powers of a subsidiary that can be applied if the subsidiary begins to exercise 
powers that are far beyond what it was thought a Canadian life insurance 
company should do, directly or indirectly.

Senator Thorvaldson: What I am wondering, Mr. Humphrys, is whether 
you have the power in the insurance department today to do that.

Mr. Humphrys: I think one could always fall back on the ultimate power, 
and require the company to dispose of the shares of the subsidiary.

Senator Thorvaldson: Have you that power?
Mr. Humphrys: I think it would be within the scope of this amendment 

to have the Treasury Board lay that down as one of the conditions.
Senator Thorvaldson: That is really what I was pointing to in my original 

question. I was asking whether there would be power to affect the operation 
of section 64a by regulation and by the Treasury Board.

Mr. Humphrys: At the present we think it could be controlled by giving, 
amongst the terms and conditions, authority to the Treasury Board to disallow 
the shares of the subsidiary as an asset on the books of the parent in certain 
circumstances, or even to go further and require the parent to dispose of the 
shares. I think this would be within the scope of this amendment, and would 
be a very powerful tool.

Senator Hayden: Does not that second statement flow from the first; that 
is, if you disallow the assets for the accounting purposes of the company on 
which is based their right to continue in business, then the next step is disposal?

Mr. Humphrys: It would not necessarily follow, senator. You might have a 
condition where you are concerned solely about the value of the shares. For 
example, if the subsidiary is investing in types of shares that you would not 
consider eligible for an insurance company, it might be sufficient in those 
circumstances merely to disallow the shares as an asset on the balance sheet. 
But, you might have more serious circumstances. The subsidiary might buy 
shares of the parent, or shares of other life insurance companies, and you 
might in those circumstances say: “You must sever connection because of the 
control that would flow if you carried the shares as an asset.”

Senator Hayden: That is where they are ineligible assets?
Mr. Humphrys: Yes.
Senator Walker: You are very clear in your statements and I presume 

that “subject to such terms and conditions as may be prescribed” is necessary 
at the present time because you have not had the experience of determining 
yet what the terms and conditions might be and you have to get some experience 
before you go any further?

Mr. Humphrys: That is correct. We are working with the industry to 
design some terms and conditions which would be safe initially and then both 
the industry and the department will examine actual cases as they come along 
and if necessary the terms and conditions can be modified accordingly. Eventu
ally, it might be possible to write them into the legislation.

Senator Walker: Based on your experience.
Senator Hayden: Moving to another point, on the basket clause, you are 

increasing that from 5 per cent to 7 per cent?
Mr. Humphrys: Yes.
Senator Hayden: You will retain what I call a quantitative provision, that 

is, the percentage limitations, within that 7 per cent, that you can invest in 
various types of assets. Is that right?
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Mr. Humphrys: There is only really one quantitative limitation within 
that, and that is the limit on single parcels of real estate. A piece of real estate 
in which a company invests, pursuant to the basket power, cannot exceed 
1 per cent of the company’s assets—or, rather, I should say a company’s invest
ment in it cannot exceed 1 per cent. It might join as a partner with other 
companies in a bigger project.

Senator Hayden: There will be a correlation between that limit and the 
basket clause in relation to real estate and the present section we have been 
talking about, the new 64a.

Mr. Humphrys: We are examining that question. We believe that terms 
and conditions under section 64a should at least be consistent with the princ
iples already in the bill limiting direct investment in real estate and limiting 
the extent of the investment in any single parcel.

Senator Hayden: Do you think the limitation on real estate, which you 
say is the only one affecting the authority under the basket clause to invest, 
that that is necessary?

Mr. Humphrys: This bill proposes to double it. Under the present limita
tion it is half of one per cent. The bill proposes to double it.

Senator Hayden: So we are moving up. We move away from the limitation 
there.

Mr. Humphrys: It' is doubling the limit.
Senator Hugessen: Is this increase in the basket also asked by the insurance 

industry itself?
Mr. Humphrys: Yes.
Senator Hugessen: Are they generally up to 5 per cent now?
Mr. Humphrys: No.
Senator Walker: None of them are?
Mr. Humphrys: No. I would also say that the increase in the size of the 

basket stems from the policy decision of the Government to attempt to broaden 
the field of investment in common shares. So there are two things being done. 
°ne, the specific dividend tests and earning tests are being relaxed. Also, the 
size of the basket is being increased. Both of these changes will broaden the 
area of investment in common shares.

Senator Hugessen: You have had no trouble in the past with the old 
basket, have you?

Mr. Humphrys: No. It has worked exceedingly well.
Senator Lang: Mr. Humphrys, notwithstanding the fact that the companies 

have not utilized the potential within the basket as to investment in common 
shares, in your opinion would this change in the legislation encourage those 
companies to enlarge their activities in the basket; and, as far as investment 
ln common shares is concerned, would it have an effect on the policy of those
companies?

Mr. Humphrys: I believe it would, Senator Lang. I do not believe that all 
the companies will go up to the new limits, or nearly so.

I believe that each company must determine its investment policy m the 
!ight of its own resources and its surplus margins. I believe that the changes 
may well have the result, over a period, of a growing proportion of assets 
Placed in—invested in—shares. . .
, There is not only the broadening of the eligibility provisions but there is 

6180 the change proposed in the valuation requirements which will enable life 
prance companies to spread the impact of a drop in market values over a 
three-year period, rather than taking the full impact m the year m which 
the drop occurs. This will serve, to some extent, I believe, to remove what has
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been put forward as an impediment to investment in common shares, namely, 
the fear of sharp fluctuations in the market with resulting sharp influences on 
surplus position.

Senator Walker: It is a matter of Government policy that this field should 
be extended?

Senator White: Is there any restriction as to the income investment made 
by Canadians?

Mr. Humphrys: For Canadian companies there is no restriction at the 
present time. Looking at all Canadian companies—these are the figures for 
1963—about 4 per cent of their assets is invested in common shares and about 
one-third of that is in Canadian common shares.

Senator White: Do you have any control over the common stock they 
purchase?

Mr. Humphrys: In the department we examine, as a regular routine, 
all the new purchases of stocks and other investments made by companies 
under our jurisdiction, to see to it that the purchases comply with the require
ments of the law.

Senator Thorvaldson: When you speak of the law you mean that is 
covered by regulations?

Mr. Humphrys: No, it is in the statute itself.
Senator White: Do you mean they do not go to 15 per cent?
Mr. Humphrys: We look at the investment to see to it that it qualifies 

within the specific provisions contained in the law and we also check to see 
that they live within the quantitative limits.

Senator Hayden: Arising out of what Sentaor White said, limitation in 
common shares is limited to companies incorporated in Canada, or to char
tered banks?

Mr. Humphrys: Not for Canadian companies. There is no geographical 
limit.

Senator Thorvaldson: Is there a limitation to the number of years that 
a company can take dividend on that particular stock? In other words, do you 
supervise whether life insurance companies invest in what we might call 
speculative stock?

Mr. Humphrys: We examine all the new investments. If it is an invest
ment in common shares, we ascertain whether the share has a dividend record 
that would make it eligible under the specific provisions of the act. If it does 
not, then the investment has to be made under the authority of the basket 
provision. Then we check to see to it that the company has not exceeded the 
limit prescribed in the basket provision.

Senator Burchill: This legislation only covers life insurance companies 
under federal charters?

Mr. Humphrys: It applies to life insurance companies and other types of 
insurance companies incorporated by Parliament. We have four provincial 
companies registered under this act, who have voluntarily made themselves 
subject to it. Those four companies were registered many years ago and have 
continued under the statute for many years.

Senator Burchill: What proportion of business is done by Canadian com
panies operating in Canada?

The Acting Chairman: In life insurance.
Mr. Humphrys: In the life insurance field, companies registered with the 

department—Canadian companies—do 65 per cent of the life insurance in 
Canada. Non-resident companies, that is, British and foreign life insurance
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companies registered with the department, do a further 29 per cent. So, 94 
per cent of the life insurance business in Canada is transacted by companies 
under the jurisdiction of the federal Insurance Department. The remaining 
5.7 per cent is transacted by provincial companies that are not under the 
jurisdiction of the federal department.

Senator Thorvaldson: Would a similar answer apply in regard to provin- 
cially incorporated trust companies? There are some provincially incorporated 
trust companies that are under your jurisdiction; I know you examine them 
and so on. Does this bill apply to those companies?

Mr. Humphrys: This bill does not apply to provincially incorporated trust 
companies that are supervised by the federal Insurance Department. It applies 
only to federally incorporated trust companies. Federally incorporated trust 
companies do about one-third of the total business done by trust companies 
in Canada.

Senator Hayden: What about loan companies?
Mr. Humphrys: Loan companies under the federal Loan Companies Act 

do about two-thirds of the total loan company business in Canada.
The committee adjourned.

Upon resuming at 2 p.m.
The Acting Chairman: Honourable senators, may we commence now?

I wish first to tell the members of the Senate, who were not able to be present 
at the committee meeting this morning, that Mr. Humphrys has given a state
ment, and some clarification has been made about the reason for the life insur
ance companies being able to lend up to 75 per cent on property, the same 
applying to the trust companies. The increase from 5 per cent to 7 per cent 
In the basket clause, and other matters to a certain extent were clarified this 
morning.

If Senator McCutcheon, or any other member, would like to put some 
further questions to Mr. Humphrys, now is a good time to do so.

Senator McCutcheon: Mr. Chairman, I have some questions I would like 
to direct to Mr. Humphrys, and I do not want to direct questions as to policy. 
AH I want are factual observations. I take it, Mr. Chairman, that before we are 
through the minister will come before us and talk about policy?

The Acting Chairman: If that is the wish of the committee and it is nec
essary, we will call Mr. Gordon. If it is not necessary I would like to avoid 
having him come here, if possible. It all depends upon the requests you want 
to make, or whether it will be necessary to hear Mr. Gordon himself.

Senator McCutcheon: I appreciate the fact that the minister is busy, and 
may change my mind, but it seems to me at the moment that there are some 

questions I would like to direct to him which might be improper to direct to 
the Superintendent.

Mr. Chairman, this touches immediately on this matter, I am referring to 
ho general restrictions that are imposed under this bill, if it is passed, on the 

ownership of shares in life insurance companies, mortgage companies and loan 
companies subject to federal jurisdiction. So I am not going to discuss with the 
Superintendent the reason for those provisions. However, what I would like 
0 obtain from him is some information as to the area of each of these industries 

wmch is actually covered by these provisions.
I will deal with the life insurance industry first. I suggest to the Super

intendent that there are only four substantial life insurance companies to whom 
ese Provisions as to share ownership by foreigners apply; is that correct? 

the ^ **UMPHRYS: There are 12 life insurance companies altogether to which 
e Provisions would apply at the present time, and altogteher those 12 com-
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panies do about 25 per cent of the life insurance in Canada, but there are three 
quite large ones—there are four quite large ones, I would say.

Senator McCutcheon: So that when you say they do 25 per cent of the 
life insurance business in Canada, are you referring to companies that are 
registered with the Superintendent of Insurance?

Mr. Humphrys: The companies registered with the department do about 
95 per cent of the business in Canada.

Senator McCutcheon: These restrictions, of course, do not apply to any 
foreign companies?

Mr. Humphrys: No.
Senator McCutcheon: They do not apply to Metropolitan Life, Prudential 

Life?
Mr. Humphrys: Well, they are mutual companies.
Senator McCutcheon: Where would you say Sun Life was controlled 

presently, Mr. Humphrys?
Mr. Humphrys: The voting power of the company is in the hands of the 

participating policyholders, so each policyholder has a vote, either in person 
or by proxy. I do not think it would be possible to say that it is controlled in 
any one place. I do not think any one shareholder or combined group of share
holders are in a position to direct the activities and the fortunes of the company.

Senator McCutcheon: So there are no shareholders, but policyholders?
Mr. Humphrys: Policyholders I should say. So in the normal use of the 

term «control», I do not think it is possible to say it is controlled in any one 
place.

Senator McCutcheon: I realize the difficulties of assembling votes, and so 
on, but would you accept my suggestion that the majority of the votes are out
side Canada?

Mr. Humphrys: I think likely that is the case, that there are more par
ticipating policyholders outside Canada than inside Canada.

Senator McCutcheon: And you are not suggesting that Sun Life is re
stricted to participating policyholders outside Canada?

Mr. Humphrys: No.
Senator McCutcheon: Now could we turn to the trust companies, and I 

am going to mention some names. Royal Trust Company is reputedly the 
largest trust company in Canada. The provisions of the bill are not applicable 
to it?

Mr. Humphrys: No.
Senator McCutcheon: Montreal Trust Company is reputed to be second 

largest. The provisions of the bill are not applicable to it?
Mr. Humphrys: No.
Senator McCutcheon: To what proportion of the trust companies in Can

ada will these share restrictions apply? I am not talking about investment, or 
anything else, but merely about the restriction on shareholdings.

Mr. Humphrys: The trust companies to which these provisions would 
apply do about one-third of the trust business in Canada.

Senator McCutcheon: Do they do that much?
Mr. Humphrys: Yes.
Senator McCutcheon: Well, I am surprised. I am completely unfamiliar 

with the loan business, so would you volunteer the information, rather than 
my asking you for it?
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Mr. Humphrys: The loan companies, subject to this legislation, do about 
two-thirds of the business done by loan companies in Canada.

Senator McCutcheon: So the greatest impact will be in the field of the 
loan companies?

Mr. Humphrys: Proportionately, yes. The federally incorporated—
Senator Hayden: Percentages are dangerous, in one sense. The two-thirds 

in the loan companies in dollar volume may not have the same relationship to 
25 per cent in the life insurance companies, or a third in the trust companies.

Senator McCutcheon: I appreciate that. I am trying to find out what area 
in each field we are dealing with.

Mr. Humphrys: The federal loan companies at the end of 1963 had assets 
of $775 million and the provincial companies in that field had assets of $337 
million. The federally incorporated trust companies had assets of $799 million, 
exclusive of the estates under administration, whereas the provincial companies 
had corresponding assets of about $1,300,000,000.

Senator McCutcheon: Can you give figures of others?
Mr. Humphrys: I do have the figures on other assets, and business in force. 

The figures I gave you of business in force were about 25 per cent or 26 per cent.
Senator McCutcheon: Turning to the life insurance business for a moment, 

Mr. Humphrys, what company has the largest amount of life insurance in 
force in Canada?

Mr. Humphrys: I think it is the Metropolitan, senator. I believe the London 
Life is quite close.

Senator McCutcheon: That is what I thought, the Metropolitan is just a 
Lttle bit ahead of the London.

I would like to ask you one more question, as to the business that the 
Metropolitan Life does in Canada. I am sorry I did not bring the advertisement 
^ith me, but they advertise that more Canadians are insured with Metropolitan 
Life than with any other company, and being in the life insurance business I 
believe that to be the fact. Have you not absolute control, if you want to 
exercise it, over the investments the Metropolitan Life must maintain in Canada 
to back up its Canadian liabilities?

Mr. Humphrys: I would not say we had absolute control, senator. They 
bmst maintain assets in Canada to cover their liabilities, and the assets eligible 
°r that purpose are as described in the relevant provisions of the Insurance Act, 
ut within that they may vary.

Senator McCutcheon: Within the eligible assets they may vary, but let me 
Tut it to you this way. This bill, after all, is dealing with the assets, with the 
ype or class of investments that various companies subject to federal jurisdic- 
10n may make. It deals with them in two ways: it deals with them qualitatively 

aiM quantitatively. If you accept my suggestion, in so far as federally incor
porated or foreign incorporated companies that are subject to federal jurisdiction 
ln fhe life insurance field, in the mortgage field and the loan company field are 
concerned, that if the federal Government wished to exercise the jurisdiction it 
could require them all to invest all their funds in 20-year Dominion of Canada 

Per cent bonds—
Mr. Humphrys: I believe that would be within their legislative competence,

yes.

ta' ^enator Hayden: Wait a minute. The foreign based companies could main- 
** *°r fheir own account any portfolio of investments they wished. You only 

^av r°* investments and limit them to eligible investments to the extent they
e i° Provide assets against liabilities. Beyond that—
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Senator McCutcheon: Beyond that, the British and foreign companies have 
complete freedom. I am sorry if I did not make myself clear.

So, let me put it this way, notwithstanding what the share ownership 
might be or the policy holder ownership might be, do you agree that with 
respect to the Canadian liabilities of foreign companies and with respect to all 
the assets of Canadian companies subject to federal jurisdiction, the federal 
Government or Parliament—that is a better way of putting it—has absolute 
control as to the type of assets in which they may invest their funds, both 
quantitatively and qualitatively?

Mr. Humphrys: I believe they could control them through legislation, yes.
Senator McCutcheon: Thank you very much.
I am sorry, Mr. Chairman, I had to leave this morning, so I do not know 

how you want to proceed. I have some remarks I want to make.
The Acting Chairman: Well, we have not lost the opportunity of your 

good questions anyway.
Senator McCutcheon: Then I would like to just turn to clause 5—and I 

will probably get myself lost because clause 5 goes on for pages, so I will say 
page 14 of the bill. And if I am touching on policy now I am sure you will 
understand it is unintentionally and you will reprove me, and then we can 
discuss it with the minister.

Section 4(a) of whatever subsection it may be, starting at the top of page 
14, is the so-called basket clause, and the effect of the amendment, as I under
stand it, is to increase the so-called basket from 5 per cent to 7 per cent of the 
total assets of the company.

The Acting Chairman: That is subsection 4(c).
Senator McCutcheon: Yes, subsection 4(c).
Mr. Humphrys: There are some other amendments in the section also.
The Acting Chairman: But that is the one that deals with the basket clause.
Mr. Humphrys: Yes, but within the basket clause—
Senator McCutcheon: Well, what are the other amendments?
M. Humphrys: The size of the basket is raised from 5 to 7 per cent of the 

company’s assets. The size of the individual parcel of real estate that may be 
purchased, pursuant to the basket provision, is increased from half of one per 
cent of the company’s assets to 1 per cent.

The range of partners with which a company may join in making real 
estate investments, pursuant to the basket provision, is expanded somewhat.

Senator McCutcheon: I want to ask you this one question. As I understand 
it, when the basket clause was first introduced in the act—and you will know 
better than I do, I forgot just when that was done—it was with a view to en
abling the life insurance companies to make a type of investment which might 
not be an investment for widows and orphans, but which was a businessmen’s 
investment, to enable businessmen to put their funds into a wider area and 
provide a certain amount of what might be called risk capital, and so on, for 
which they have been criticized and as to which I want to ask you some ques
tions in a moment.

Would you like to offer suggestions as to why the basket should not be a 
complete basket, why the section should not be worded that:

A company may make investments or loans not hereinbefore 
authorized by this section, including investments in real estate or lease
holds, provided that the total book value of the investments and loans 
made under this section and held by the company shall not exceed seven 
per cent of the book value of the total assets.
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That would make a much shorter section.
Mr. Humphrys: When the basket was first introduced, which was, I 

believe, in 1948 or 1950—
Senator Davies: Would you speak a little louder, please?
Mr. Humphrys: I am sorry. When the basket was first introduced—I be

lieve it was in 1948 or thereabouts—the philosophy behind it was that in 
attempting to describe a series of categories of investment it was necessary to 
lay down prescriptions attempting to describe the security or to establish some 
standard of quality. Inevitably new types of investment come along, good 
investments that do not meet all the particular points that you have attempted 
to lay down in the legislation, so by giving a margin free from those qualifica
tions companies are enabled to invest in new types of investment or in other 
good investments that did not meet the technical qualifications. It was not 
intended that the basket would be used for poor quality investments. It was 
rather an attempt to make a workable investment pattern without having to 
keep modifying in small ways the technical requirements. It proved to be 
very successful, companies used it, never, I think, up to the full amount, but 
they did use it and it has served a better purpose than one would think by 
merely looking at the volume of assets in the basket at any one time a company 
can buy a common stock that may have only a four-year dividend record—

Senator McCutcheon: Or no dividend record at all.
Mr. Humphrys: —and when it gets the seven-year dividend record they 

can transfer it out, so that they can move securities through the basket. It has 
Proved to be a very useful tool, and has greatly increased the flexibility of the 
investment provisions. As a consequence the limit in the basket has been in
creased on a number of occasions and is now proposed to go to 7 per cent.

Senator McCutcheon: I am in agreement that it should.
Mr. Humphrys: The two special provisions here deal with real estate and 

mortgages.
Senator McCutcheon: And with the amount of stock of any class in any 

company.
Mr. Humphrys: Not specifically, but that 30 per cent limit rides through. 

Taking the question of real estate first, the power was given to life insurance 
companies or to insurance companies generally to invest in i eal es a e on y 
relatively recently. The first provision was limited quite severely, and the real 
estate had to be leased to a corporation that had a satisfactory dividend record, 
and it was hedged around with many restrictions. Power was given in the 
basket to buy other types of real estate which would produce an income, bu 
it was thought a company should not become involved in any one parcel o 
real estate beyond some reasonable proportion of its assets. Having in mind the 
real estate to be purchased, the basket type was not necessarily as good as was 
the other type of real estate. It was thought the involvement of the company 
in any one individual parcel should be less. The legislation in the lease-back 
type of real estate set a maximum investment in any one parcel of one per 
cent, and when the basket came along a limit of one-half of one per cent 
Was put in. In the new provision it is proposed to limit it to one percent. It was 
thought a company should not get too deeply into one parcel of real estate 
whether of the basket type or of the lease-back type.

Senator McCutcheon: I assume the 7 per cent is set having some relation 
to the capital generally and the surplus of life companies in this country, which 
d°es not differ very much from that figure, the theory being that if the basket 
disappeared entirely the policyholders would still be protected. Now, as I under- 
stand it, or as I understand this section, a company could go out and invest



30 STANDING COMMITTEE

30 per cent of its shares in Windfall, it could buy 30 per cent of the shares in 
a number of other companies we read about these days. Shares fluctuate on 
the market and it may be found that they are no good, and yet this would be 
perfectly legitimate.

What I am asking you—and it is probably the minister who should be 
asked—is why, when you give the companies all that freedom, do you hedge 
them about and say “Oh, but you must not buy in the 30 per cent shares of 
Noranda Mines”—not that there is any company in Canada that would be 
capable of doing that. Why do you say “If you have got $100 million of assets, 
you must not put more than one per cent of that in any one parcel of real 
estate,” although there are many parcels of real estate in Metropolitan Toronto 
or, indeed, in Montreal which companies would be very happy to own if they 
could acquire. Why, if you have a basket, and from one point of view, as you 
know, if the directors are irresponsible 7 per cent of the assets can go down 
the drain overnight, why do you hedge them about now with quantitative 
restrictions because, there are not qualitative restrictions on the basket. The 
only qualitative restriction is regarding mortgages, but there are all kinds of 
quantitative restrictions.

Mr. Humphrys: I don’t believe the basket was put in with the thought that 
it would be solely for speculative investments. It was put in to meet the difficulty 
of dealing with the technicalities of new investments and new types of invest
ments in a legislative program. By giving an area of freedom, I believe that 
Parliament considered that this was an area that the management of companies 
would use with good investment judgment and prudence, and I think it would 
be far from anyone’s thought that we were contemplating or that anyone was 
considering that 3 per cent, or 5 per cent or 7 per cent of the company’s assets 
would go down the drain. Experience has supported that. Actually the invest
ments have been generally of good quality and successful types of investment. 
If I am speaking now of policy, I hope you will excuse me. I would suggest it 
is a vastly different matter to give an area of freedom of 5 per cent or 7 per cent 
within which a company or the management of a company may exercise its 
investment judgment, on the one hand, and on the other hand permission to 
concentrate 5 per cent or 7 per cent of the company’s assets in one parcel of 
real estate that does not meet the qualitative provisions found in the act. It 
does not seem from that point of view to be inconsistent to have an inner limit 
in the basket over a particular type of investment that is relatively recent for 
insurance companies.

In consecutive amendments to the act, the approach has been to gradually 
expand the investment field as experience is gained.

Senator McCutcheon: What you are saying—and you have answered my 
next question—is that when the bill was introduced, it was implicit that the 
management and the board of directors of the life insurance company were 
reasonable, capable businessmen who were not going to squander the assets 
of the company. Now, do I take it from what you say that that assumption has 
been justified by your experience to date?

Mr. Humphrys: Yes.
Senator McCutcheon: Then I come back to my question; I will put this 

last question on this subject and then I want to move on to something else. 
Having had that experience, and having put the basket in on that assumption, 
which I, being prejudiced, must consider was a reasonable assumption, why 
do you say to me “You can only invest one per cent of your assets in a particular 
parcel of real estate.” What is wrong with per cent? What is wrong with là? 
What is the magic about this? If I am a poor manager, I can lose all my assets 
through your basket—at least 7 per cent of them, perfectly legally. If I 
a good manager I should be entitled to decide how much I am going to put in 
one parcel of real estate. I am only using one of the quantitative restrictions.
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Mr. Humphrys: I think the answer to your point probably involves the 
philosophy of having investment provisions in the statute at all.

Senator Hayden: Is there not a little more than that? In various parts of 
the act, in so far as investment in real estate is concerned overall, this bill 
allows a fairly substantial percentage of investment in real estate in various 
forms. I mean, you have mortgage loans and they are backed up by real estate, 
you have the leasehold provisions, and you have the basket provision. Is it the 
concept that overall there is a required percentage that should be devoted to 
that type or character of asset in relation to all the other things that an in
surance company may invest in.

Senator McCutcheon: If I might interject, you can invest 100 per cent of 
your funds in mortgages.

Senator Hayden: Then the rest becomes unnecessary because you have 
no more money to invest.

Mr. Humphrys: I think the purpose or intention behind having a pattern 
of investment provisions in the legislation is to attempt to create a general 
standard of quality for an investment portfolio, but within that there is a 
great deal of room for investment judgment on the part of management. I think 
that steadily over the years in successive amendments that area of judgment 
has been broadened a great deal.

Senator McCutcheon: I appreciate that.
Mr. Humphrys: I think the pattern has been followed and it has been 

broadened step by step.
Senator McCutcheon: Then, I have two more questions...
The Acting Chairman: As a matter of fact, they have doubled the 

Possibility of investment in real estate and leaseholds.
Senator McCutcheon: That is quite correct, Mr. Chairman. I am merely 

saying that you must have confidence in the life insurance companies, because 
^ you did not have confidence in them you would not put in this clause, and 
Place them in a position where they can make an advantageous investment 
if the costs were only one per cent, but cannot do so if the cost is per cent. 
However, I shall not pursue that any further.

There are only two more questions I want to touch on, Mr. Humphrys. 
Can you describe shortly the restrictions, if any, that are placed by their own 
countries on such companies as the Prudential of England? I am speaking of 
lrtvestment restrictions.

Mr. Humphrys: I do not belive that the British companies have any 
cgislative restriction on the investments they can make.

Senator McCutcheon: They have been fairly successful, in your obser
vation?

Mr. Humphrys: I would say so, yes.
th ^enator McCutcheon: I am thinking of the Standard of Edinburgh and 

c Prudential of England, and I could name some others. I have one other 
atter to inquire into. There has been considerable criticism of the life com- 

anies on the grounds that they have not exercised their right to invest up to 
j Per cent of their assets in common stocks. The bill, of course, includes what 
j,CaH the three year moving average for the evaluation of common stocks. 
al also Permits them to invest in up to 25 per cent. The figures that are 
^.quoted are book value figures, and we heard something about book 

w, Uas in this committee this morning. Can you tell us, based on market values, 
to a Proportion of the assets of Canadian life insurance companies subject 

your jurisdiction are now invested in common stocks—that is, based on 
market values?
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Mr. Humphrys: I have not the figures, senator, for the end of 1964 altough 
the statements were filed at the beginning of this month. But, at the end of 
1963 the proportion was 7.71 per cent.

Senator McCutcheon: Based on market value?
Mr. Humphrys: 7.28 per cent is the ratio of the market value of the 

common stock held to the market value of total assets.
Senator McCutcheon: Yes. Have you the book value figure?
Mr. Humphrys: The book value ratio was 4.03 per cent.
Senator McCutcheon: So it is 75 per cent more based on market value 

than on book value.
Mr. Humphrys: Yes.
Senator McCutcheon: Thank you very much.
The Acting Chairman: Are there any other questions?
Mr. Humphrys: I might say that within those figures there is quite a range 

from company to company. Those are the averages across the board.
Senator McCutcheon: I appreciate that. Are there any companies who 

based on market value have more than 15 per cent of their assets invested in 
common stocks today? Is there any such company?

Mr. Humphrys: There was none at the end of 1963.
Senator McCutcheon: And I hazard a guess that at the end of 1964 there

was.
Mr. Humphrys: That is possible.
Senator Gélinas: Mr. Humphrys, does that basket clause give the Depart

ment of Insurance as much supervision as it has over the investment of in
surance companies, or is there a freedom of action?

Mr. Humphrys: There is a freedom of action, senator. The only super
vision that the department places on it is to see to it that investments of that 
category do not exceed the limit in the basket.

Senator Gélinas: To what percentage has that basket clause been used 
up to now?

Mr. Humphrys: At the end of 1963 again, 1.58 per cent of the assets of 
companies qualified under the basket.

The Acting Chairman: Are there any other questions?
Senator McCutcheon: Mr. Chairman, I have been imposing on your good 

nature all day today...
The Acting Chairman: That is all right. You can go ahead doing so.
Senator McCutcheon: —but I have some people waiting for me, and you 

suggested this morning that we are going to sit when the Senate rises this 
afternoon.

The Acting Chairman: Yes.
Senator McCutcheon: I would like to have an opportunity of discussing 

the principle of the basket with the minister.
The Acting Chairman: We will see whether he can come after the Senate 

rises; if he cannot then perhaps we can get him tomorrow morning.
Mr. Humphrys: Just to save a letter from the London Life I might say that 

the figures Mr. Fox prepared show that the London Life has more business in 
force in Canada than the Metropolitan.

Senator McCutcheon: Then the Metropolitan’s advertising must be mis- 
leading.

Senator Croll: That was yesterday.
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Mr. Humphrys: This was at the end of 1963.
The Acting Chairman: We still have 20 minutes before the Senate sits. 

We might begin our clause by clause study of the bill.
Hon. Senators: Agreed.
The Acting Chairman: Clause 1. This is the application of provisions to 

all companies.
Senator Hayden: Can you enumerate what those are?
Mr. Humphrys: Certain provisions of the Insurance Act apply only to 

companies incorporated after 1910. The pre-1910 companies were subject to 
the old Companies Clauses Act, but certain provisions of the Insurance Act 
are made applicable to all companies regardless of the date of incorporation. 
This amendment is to make clear that the new provisions relating to non
resident ownership of shares will apply to all companies regardless of when 
they were incorporated.

The Acting Chairman: It concerns the register of shares and the transfer 
of shares, some definitions, limitations on the ownership of shares, voting rights, 
transfer, special meetings, debts transmission, right to vote, reduction of capital, 
increase of capital, change of capital, and approval of by-laws. Those are the 
nrain amendments that will apply.

Hon. Senators: Carried.
The Acting Chairman: Clause 2 concerns the qualifications of directors.
Mr. Humphrys: There is a reduction from $500 to $250 for insurance com

panies. Formerly you had to have shares on which $500 had been paid as 
capital. This would cut the qualification in half. The shares of some companies 
are selling at a very high price, and the old rule would require an investment 
in some companies, in order to qualify, of $30,000 or more.

Senator Hayden: What is the provision with respect to a mutual company?
Mr. Humphrys: There must be a policy for at least $4,000 on which at 

inast three years’ premiums have been paid.
Senator Hayden: So unless a man is a good insurance risk he cannot become 

a director of a mutual company?
Mr. Humphrys: He can take out an annuity.
Senator Hayden: That is more expensive.
The Acting Chairman: Shall sub-clause 1 carry?
Hon. Senators: Carried.
The Acting Chairman: Sub-clause 2?
Mr. Humphrys: Subclause 2 of clause 2 refers to—the clause specifies that 

a shareholder will have one vote for each share, but there is a cross-reference 
Put in there to refer to two places where that rule is modified. It is modified 
ui connection wtih the non-resident restrictions, and it is modified m connection 
with the subdivision of the par value of shares in life companies. We will come 
t° both of those matters later.

Hon. Senators: Carried.
The Acting Chairman: Clause 3 provides for the addition of sections 

cj 16c> 16d, 16e and 16f to the act, and those sections are concerned with the 
^t^ons of a corporation, a life company, a non-resident, a resident, asso- 

ed shareholder, shares held jointly, limit on shares held by non-residents—
uiomSenat°r Hayden: Mr. Chairman, if we could stop at that point for a 

.ent> 1 would ask Mr. Humphrys to explain briefly how the non-resident 
Tuirement operates.
21886—3
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Mr. Humphrys: This whole clause 3 sets forth the plan designed to limit 
the non-resident ownership of shares of life insurance companies. The plan is 
based on the provision in the statute that no transfer of shares is valid for any 
purpose whatever unless it is registered on the books of the company. So this 
plan is based on that and requires the directors to refuse to enter a transfer 
of shares in defined circumstances.

The defined circumstances are four. First, the directors must refuse a trans
fer if non-residents own more than 25 per cent of the shares and the transfer 
would increase the number of shares held by non-residents. So it is not restrict
ing transfers between non-residents but restricting a transfer which would 
increase the non-residents’ holding.

Secondly, the directors must refuse if the transfer is to a non-resident and 
would bring the non-resident holding above 25 per cent.

Thirdly, the directors must refuse if the transferee is a non-resident and 
already he owns more than 10 per cent.

Fourthly, they must refuse if the transferee is a non-resident and the 
transfer would bring his holding above 10 per cent.

The plan is to put a limit of 25 per cent on the proportion of shares which 
may be held by non-residents in total, and put a limit of 10 per cent on the 
proportion of shares that may be held by any one non-resident; and in the 
latter limitation the section looks not only at the non-resident himself but at 
other shareholders who are associated with him in the circumstances specified 
in the act.

Senator Hayden: How many of the life companies are there which would 
be subject to this?

Mr. Humphrys: There are 12. There are 38 companies, life companies, 
under the jurisdiction of the federal Insurance Department, of which 13 are 
mutual, the other 25 being stock. Of the 25 stock, 13 are already under foreign 
control and 12 are under Canadian control. The 13 under foreign control do 
about 5 cent of the business in Canada, and they would be exempt from these 
provisions. The 12 companies that would be subject to these provisions would 
do about 25 per cent of the business.

Senator Hayden: That is an odd definition you have of “resident”—some 
person who is “not a non-resident”.

Mr. Humphrys: The plan is based on control over the entries in the share 
register, but there are two circumstances under which shares may become 
held by non-residents, without a transfer on the books of the company. One 
would be where a man owns shares and moves out of the country and becomes 
a non-resident. Another would be—and perhaps this would be more serious-— 
where a corporation owns shares and control of that corporation is sold to a 
non-resident. Then that corporation becomes a non-resident.

In order to deal with those situations, the plan goes on to provide that if a 
non-resident, together with associated shareholders, holds more than 10 per 
cent shares, he may not vote at all. So that, even if a non-resident, by reason 
of buying control of a Canadian holding company, were to acquire control of 
more than 10 per cent of the shares, he would lose all his voting rights, not 
only on the excess over 10 per cent, but on all.

The Acting Chairman: On the 10 per cent itself.
Mr. Humphrys: This is necessary, because otherwise he could buy all 

the shares and, if he could vote 10 per cent and no one else could vote at all, 
he could control by 10 per cent.

Senator Hayden: Why could he not set up a Canadian holding company 
and put the shares in there—51 per cent?
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Mr. Humphrys: When the Canadian holding company is controlled by 
non-residents, it is non-resident by definition.

Senator Hayden: How far do you go in the matter of control? I might have 
two companies. I might have a Canadian company that owns the shares of the 
life company; I might have a Canadian company that owns the shares of a 
company that owns the shares of the life company.

Mr. Humphrys: If it is controlled directly or indirectly by non-residents, 
it is non-resident.

Senator Croll: I understood you to speak about non-residents. At certain 
times he cannot transfer the shares because there are more than 25 per cent. 
On the other hand, they may go down to 20 per cent at some future time. Who 
gets the first opportunity to transfer—one who has applied and been refused?

Mr. Humphrys: Each application for transfer would be dealt with in 
accordance with the circumstances when it is presented.

Senator Croll: Suppose I apply today and I am told “We are sorry, we 
cannot transfer, you do not come within this.” Two weeks from today, Senator 
Hayden applies and it is found at that time it is possible.

Mr. Humphrys: This plan does not set up any order of priority. I think 
whoever is there when the door is open gets in.

Senator Croll: Who tells whom that the door is open?
Senator Hayden: You find out by applying.
The Acting Chairman: Would not that be dealt with by the by-laws 

which would be made by the company?
Mr. Humphrys: The company could make by-laws.
The Acting Chairman: I think the company could make by-laws which 

w°uld settle that.
Mr. Humphrys: If you were a non-resident you could of course buy the 

shares and put them in the name of a Canadian nominee to hold for you. He 
c°uld not vote them, but you could make your amendment, if you wished.

Senator Croll: That I can quite easily understand. One can tumble to 
hat. On the other hand, not only do you have to buy the shares but you have 
0 know the right people at the same time. That is sometimes hard for a non

resident.
The Acting Chairman: I think that could be settled by the by-laws 

which could be established by the company.
Senator Croll: A priority—
Senator Hayden: You could have at the estate transfer office a book on 

Priorities, something wherein it is entered and there is your record.
, The Acting Chairman: One thing that bothers me at the moment is the 
efinition of ordinary resident. What does it mean exactly? Does it mean six 
onths’ resident, nine months’ resident, or what does it mean?

Mr. Humphrys: No specific definition has been attempted. It was thought 
at inevitably in these matters there is going to be some area of discretion 

2 Judgment. The question was really where should the discretion rest. This 
eaves the discretion with the directors, with the thought that it is not too 

j, .cult in the great majority of cases, to determine where a man’s ordinary 
esidence is. If there are borderline cases, where one board of directors might 

n ^ he is ordinarily resident in Canada and another board might say he is 
in ’ l1: is likely that, if that is the case, it is likely that he is sufficiently resident 
I (j anada to make it of little importance whether he gets the shares or not. So 

° not think there would be many cases where it would be difficult to decide
^1886—31
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You have to keep in mind, in considering this whole plan, that it is not 
like a taxing statute where, if you meet the qualification there is a lot of 
money for you by lower taxes or a big refund. There is no great prize for 
finding your way through a loophole: it is only a question of whether you 
can buy a certain type of share or not; and even though shares of Canadian 
life insurance companies might look like good investments to some non-resi
dents, they are not all that good that there is a great bonus for working your 
way through a rather complex tangle.

Senator Hayden: If a non-resident bought some shares of a life insur
ance company and if his address were a Canadian address and nothing more 
on the register, the directors could certainly assume that such a person with 
such a Canadian address is ordinarily resident in Canada.

Mr. Humphrys: There is a provision here that enables the directors to 
get declarations from any transferee and to act on that declaration or on 
their own knowledge of the circumstances, and they are not liable in any action.

Senator Hayden: It is like the declaration that is required now under the 
United States Interest Equalization Act.

Mr. Humphrys: The company may by its by-laws determine what type 
of declaration they are going to request from a shareholder or from a proposed 
transferee, and this gives them full authority to rely on the information set 
down in that declaration.

Senator Croll: Or reject.
Mr. Humphrys: Or to act on their own knowledge of the circumstances 

if they wish, but if they act on the basis of the declaration they are fully 
protected. It is up to the insurance company to have a declaration designed 
in such a way that they can determine whether a transferee is a resident or 
non-resident.

Senator Hayden: If they just read the declaration and they do not look 
around at all, they would be perfectly within the statute?

Mr. Humphrys: That is correct.
Senator Hayden: If they get curious or make inquiries, and if then they 

acted on the declaration, they might have trouble later on.
Mr. Humphrys: If they knowingly permit a transfer which is prohibited 

by the statute, they could be liable to penalty.
Senator Hayden: No, I mean if they do nothing but get the declaration 

they are perfectly safe within the law?
Mr. Humphrys: I would say so.
Senator Hayden: No matter what rumours there may be, they do not 

have to investigate them so long as they have a declaration?
Mr. Humphrys: I suppose that would be according to the conscience of 

the director.
The Acting Chairman: Shall we pass section 3, which includes 16b and 

also c, D, e and f?
Mr. Humphrys: I should mention that 16f, the final section, preserves 

existing rights, so that if any non-resident now has more than 10 per cent 
his rights are preserved as long as he does not increase his holdings.

Senator Croll: Is that troublesome in any way?
Mr. Humphrys: I just make the point to make clear that this is not taking 

away rights anyone had.
Senator Croll: I get your point.
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Senator Hayden: If non-resident holdings are over 25 per cent at the time 
this measure comes in force, all it does is to bar transfer until the non-resident 
holdings get down below 25 per cent?

Mr. Humphrys: That is correct.
The Acting Chairman: Shall section 3 carry?
Hon. Senators: Carried.
The committee adjourned.

Upon resuming at 4.45 p.m.
The Acting Chairman: Gentlemen, we have a quorum. On Bill C-123 we 

have gone through the first three clauses. We are at clause 4, on page 8, which 
is the permission to change the capital structure of the company and to have a 
division that might be on a $1 a share basis.

Mr. Humphrys: Honourable senators, clause 4 has two subclauses. The first 
Permits insurance companies to subdivide the par value of their shares below 
the present minimum of $10 down to a minimum of $1. But it goes on to provide, 
in the case of a life insurance company, that if they subdivide the par value of 
their shares below $5 each, then a shareholder will have only the number 
°f votes that equals the product obtained by dividing the total par value of all 
his shares in the capital stock of the company by five.

The purpose of that qualification for life insurance companies is to preserve 
a reasonable balance of voting power between the participating policy holders, 
°n the one hand, and the shareholders, on the other. Under the Insurance Act, 
Participating policy holders can attend and vote at all annual meetings. If a 
company were to split the par value of its shares ten to one it would immedi
ately multiply the voting power of its shareholders by 10 without changing 
the voting power of its policyholders. This provision states that if they split 
below $5 then the voting power stays as it would be at the $5 level.

Senator Hugessen: What about the policyholders, is it in relation to the 
value of their policies?

Mr. Humphrys: In most cases it is one vote per policyholder.
Senator Hugessen: If he has $100,000 or a thousand?

. Mr. Humphrys: In most cases that is so, but in some companies, in their 
Private charters, the voting power may be in proportion to the amount of the
insurance.

The Acting Chairman: I think the minimum is $1,000 for one vote.
Mr. Humphrys: It does not say.
The Acting Chairman: Shall section 4 carry?
Mr. Humphrys: Subsection (2) of clause 4 grants the Governor in Council 

e Power to provide a French or English version of the corporate name to the
company.

Hon. Senators: Carried.
, The Acting Chairman: Section 5 concerns the municipal securities. It only 

i os, I think, that the provision for the company to have indebtedness secured 
y rates or taxes levied on the authority of a province of Canada on property 

e ,Uate(i in such province, or the bonds, debentures or other evidences of indebt- 
ness of a fabrique that are fully secured by a mortgage, charge or hypothec 

P°n real estate or by such rates or taxes.
Mr. Humphrys: Clause 5 deals with all the investment powers. Subclause 

’ grants power to companies to buy bonds of fabriques.
Senator Hayden: Of what?

over^th Humphrys: Of fabriques of parishes. There has been some dispute 
that the gestion of whether a fabrique is a corporation within the meaning of 

erm in the act. This is put in to clarify the point.
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Hon. Senators: Carried.
Mr. Humphrys: Subclause 2 enables companies to invest in a range of bonds 

that are secured by provincial subsidies. It is intended mostly to take care of 
hospital bonds where provincial subsidies are granted to meet the principal 
and interest. The present act enables companies to invest in that type of bond, 
but it says “if they are subsidized by virtue of a general or private act of a 
province of Canada heretofore passed”. So, the words “heretofore passed” are 
struck out, so it is not limited to cases that were authorized at the time that 
provision was enacted.

Senator Hayden: Is this dealing with a public hospital or private hospital? 
Maybe my terms are not exact, but what I have in mind is, for example, in 
Ontario you have the Ontario Hospital Act, and a hospital may qualify and be 
governed by that act, in which event they get certain assistance, but their 
ability to earn money is very limited.

Mr. Humphrys: Bonds would only qualify under this provision if they are 
secured by the payment, assignment or transfer to a trust corporation in Canada 
of subsidies, payable by or under the authority of a province, sufficient to meet 
the principal and interest.

Subclause 3 permits—
The Acting Chairman: Shall subclause 2 carry?
Hon. Senators: Carried.
Mr. Humphrys: Subclause 3 permits a company to invest in mortgage bonds 

where the bonds are secured by a pledge of leasehold property. At the present 
time the words are just “real estate”. There was some doubt whether that term 
was sufficiently wide to cover a property that is a leasehold property. There have 
been recently a number of very large real estate projects built on leasehold 
properties, so this is put in to clarify that point.

Senator Hayden: That is very useful.
The Acting Chairman: Shall section 4 carry?
Hon. Senators: Carried.
Mr. Humphrys: Subclause 4 is not changed in principle but is more a draft

ing change. At present a company can buy debentures of a corporation if the 
common or preferred shares of that corporation meet a five-year dividend 
record. The present requirement for common shares requires a seven-year 
dividend record. A proposal in the bill will change that seven years to five years 
and consequently we can deal with the qualification of debentures by cross- 
reference rather than spelling it out.

Hon. Senators: Carried.
The Acting Chairman: Shall subsection 4 carry?
Hon. Senators: Carried.
The Acting Chairman: Subsection 5?
Mr. Humphrys: Subclause 5 deals first with guaranteed investment cer

tificates, and the change there is just the same as the one I have described for 
debentures. That is, it is using a cross-reference technique rather than spelling 
out the dividend qualification. It enables a company to buy guaranteed invest
ment certificates of a trust company if the trust company’s common shares or 
preferred shares qualify as investments.

Paragraph (k) does the same thing for preferred shares.
Paragraph (1) deals with common shares. It changes the qualification from 

a seven to a five-year dividend record, and adds a new test, an earnings test. 
So that common shares will qualify if the issuing corporation has a record of 
earnings in each year of five years sufficient to enable it to have paid a dividend 
at the prescribed rate, whether the dividend was in fact paid or not.
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Senator McCutcheon: On that point, I would like to ask Mr. Humphrys a 
question. Who determines what the earnings are? With all the complications we 
have in the Income Tax Act today we have companies that pay 52 per cent, we 
have companies that pay 30 per cent, and we have companies that announce 
publicly that they have arranged their affairs so they will only pay 5 per cent. 
Some of us have some doubts as to what their earnings are.

The Acting Chairman: It is at least 4 per cent.
Senator McCutcheon: But what are the earnings?
Senator Hayden: What do you calculate the 4 per cent on?
Mr. Humphrys: If the financial statement shows the company has funds 

available to pay a dividend—that is, it would have had to meet all its prior 
charges in the way of interest and preferred dividends. If it has funds available 
sufficient to have enabled it to pay a dividend of 4 per cent on the value at which 
the shares are carried in the capital stock account of the company, then it 
Would qualify.

Senator Hayden: You are talking about the corporate balance sheet.
Mr. Humphrys: Yes.
Senator McCutcheon: Before or after depreciation?
Mr. Humphrys: After depreciation.
Senator Hugessen: I am not quite sure of the extent to which paragraph

(k) goes. This is at the bottom of page 10:
(k) the preferred shares of a corporation if

(i) the corporation has paid a dividend in each of the five years imme
diately preceding the date of investment at least equal to the speci
fied annual rate upon all of its preferred shares, or

(ii) the common shares of the corporation are, at the date of investment, 
authorized as investments by paragraph (1) ;

Does that mean that if a company had, say, a small issue of common 
shares on which it had earnings of 4 per cent for the previous five years, and 
hen made a large issue of preferred shares, say, 6 or 7 per cent preferred 

shares, that they would become automatically qualified?
Mr. Humphrys: Yes, they would. There is no change in that respect. 

he Present act is in substantially the same form.
Senator Hugessen: Why? Haven’t you got a situation there where it 

. 1Sht be questionable whether the company should be permitted to invest 
n Preferred shares?

Mr. Humphrys: You could have a case where a company had no preferred 
shareS outstanding, but had a satisfactory dividend record on its common 

ares> and then issued a new issue of preferred shares and they would qualify 
s investments under the present act and in this provision.

Senator Hugessen: You say there is no change here?
p Mr. Humphrys: No change in principle because the present act says 
^referred shares qualify first where a dividend has been paid in each of the 
tfi6 years immediately preceding the date of investment at least equal to 

e specified annual rate upon all of its preferred shares, or if it has paid a 
bjf end in each year over a period of five years ended less than one year 

ore the date of investment upon its common shares of at least 4 per cent. 
a °w this change instead of spelling out that dividend requirement is just 
le Cr°ss7reference. But the point you make is a valid one both for the present 

gls ation and the proposed legislation.
sjlarThls 4 Per cent would be 4 per cent of the average value at which the 

es were carried in the capital stock account of the corporation during
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the year in which the dividend was paid. That is to say a certain amount 
would be shown as capital, and if the dividend was 4 per cent of that, then 
it would qualify.

Senator Hayden: The book value then must mean the cost of the shares?
Mr. Humphrys: We are looking at the position of the company which 

issued the shares.
Senator Hayden: The price at which the shares were issued.
Mr. Humphrys: The amount credited to the capital account of the com

pany. They might be issued at a premium so that only a portion would be 
credited to the capital account.

Senator McCutcheon: Senator Hugessen has raised a situation where an 
unwise manager might invest in shares that he should not have invested in, 
but if we are going to try and test every situation, then we had better rewrite 
the act and say “You will apply to the Superintendent of Insurance to determine 
whether you can make an investment or not,” and with all respect to Mr. 
Humphrys I think he is as liable to make some mistakes as the managers of 
the company.

Mr. Humphrys: I think the same point arises. A company might have a 
small issue of preferred shares on which it has paid dividends for five years, 
and suddenly make a much larger issue and the new issue would also qualify.

Senator McCutcheon: It is impossible to spell out all these things.
Mr. Humphrys: We are not quite finished with subclause five. There was 

a change in the investing powers by paragraph (m), at the end, which permits 
companies to invest in mortgages up to a maximum of 75 per cent. They will 
also be able to invest in mortgages on leasehold property. This is a tidying-up 
because they can already make a loan on leasehold property.

The Acting Chairman: Shall paragraph 5 carry?
Hon. Senators: Carried.
The Acting Chairman: Now we come to subsection 6.
Mr. Humphrys: This deals with the power to purchase real estate for 

the production of income where the real estate is leased to corporations on 
a long-term basis and the corporation has a steady dividend record. This will 
expand the power to enable companies to invest in such real estate when it 
has been leased to a government or a government agency as well as to cor
porations whose preferred and common shares qualify. It will also raise the 
maximum limit on a single parcel of real estate from one per cent to 2 
per cent.

Senator Hayden: Is this an intentional difference? In the present act it 
says “in real estate or leaseholds for the production of income in Canada or 
any country in which the company is carrying on business either alone or 
jointly with any other company”. That is what is in the statute now. I would 
read that as meaning it could join with some other company either in Canada 
or elsewhere outside of Canada where it is operating, whereas in the amend
ment you have proposed it is limited to Canada.

Mr. Humphrys: The word “company” in the present act was defined as 
being a company incorporated under the laws of Canada. So that if we read 
the present law the word “company” means a federally incorporated insurance 
company. This change is intended to broaden this to enable companies to join 
with any other insurance company doing business in Canada—they could 
join with British companies, foreign companies or provincial companies. But 
under the present law they are limited to only federally incorporated companies-

Senator McCutcheon: Let me pursue that. It says in the act that a company 
may invest in real estate or leaseholds for the production of income in Canada
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or in any country in which the company is carrying on business, and so on. 
Many Canadian life insurance companies carry on business in the United States. 
So what you are saying here, and I had not realized this until Senator Hayden 
raised the point and now I wish to question it—what you are saying is that, 
for example, the Sun Life Assurance Company, to pick a name, cannot go 
into partnership in the United States in this type of business with an American 
insurance company, and in this case I shall not pick a name, which does not do 
business in Canada.

Mr. Humphrys: That would be the effect of this provision. 
Senator McCutcheon: What is the purpose of that?
Mr. Humphrys: Well, there is a limitation—
Senator McCutcheon: Previously you could go into partnership with 

Metropolitan Life or the Prudential or the John Hancock company. What is to 
Prevent Sun Life or National Life going into partnership with an American 
life insurance company which does not do business in Canada? Surely that 
comes under American law. This is American business we are talking about 
and you are not the government there. But since we do business down there 
we have to comply with both your laws and the American laws. The policy
holders of Canada would not have their rights in risk by what we do in the 
United States. So why the restriction?

Mr. Humphrys: I would say that to some extent I believe the position of 
the Canadian policyholders is affected, because the whole company stands 
behind all its obligations. It does not divide its obligations between one country 
and another. But in dealing with the question of joint ownership of real 
estate it was thought wise to proceed rather carefully, and as a consequence 
when power was first granted to buy this type of real estate the question 

joint ownership was rather narrowly examined. It was found there were 
many disadvantages to joint ownership of a property, so it was thought, in 
the first instance, that the range of partners should be limited to companies 
that were in the same type of business, and companies that we knew. When it 
ls n°w being expanded as a further step it was thought not unreasonable 
to restrict it to companies that are in the insurance business and with which 
We have at least some acquaintance by reason of the fact that they are doing 
business in Canada, and we have access to their annual statements. We know 
something about them, about how they operate and what kind of people they 
are. Whereas, if you throw it wide open for any company in a foreign country 
u would be very much wider, and we would be moving into a field that we 
Would be not so sure of.

Senator McCutcheon: I suggest, Mr. Chairman, with all due respect, that 
there are many insurance companies incorporated and doing business m e 
United States—which is primarily what we are talking about here—which do 
not do business in Canada, and which I would regard as more reliable paitners 
than some of the provincially incorporated companies. I would like to stand 
this section until the minister comes, Mr. Chairman.

The Acting Chairman : Very well. Paragraph (p) ?
Mr. Humphrys: Paragraph (p) is new. It would enable companies to invest 

ln real estate that is not of the lease-back type that I have described but 
which has an earnings record for at least a period of three years such that 
« those earnings continue in the future they will yield the company a reason- 
able return on its investment, and in addition repay at least 85 per cent of 
the investment over the remaining economic lifetime of the property not 
exceeding 40 years. That is roughly the same test that is applied in the
lease-back -case.
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Senator Hugessen: If (p) stands over you have the same thing, Senator 
McCutcheon?

Mr. Humphrys: The same range of partners is contemplated.
Senator McCutcheon: I think that should stand as a matter of principle.
The Acting Chairman: Subsection 7?
Mr. Humphrys: Subsection 7 permits companies to lend on the security 

of real estate mortgages up to 75 per cent of the property instead of 66§ per 
cent as at present.

Hon. senators: Carried.
The Acting Chairman: Subsection 8?
Mr. Humphrys: Subsection 8 deals with securities received by a company 

in the event of reorganization, liquidation or amalgamation, where those 
securities do not qualify under other tests. At present a company may hold such 
securities only for five years unless it gets authority from the Treasury Board. 
This removes the restriction on the ground that they do not take the securities 
voluntarily, so there is no strong reason for forcing—

Senator Hayden: They would still be subject to your scrutiny of their 
balance sheets.

Mr. Humphrys: The valuation would have to be on the basis of its not ex
ceeding the market but this would remove the requirement that they be written 
off or disposed of after five years.

The Acting Chairman: Shall subsection 8 carry?
Hon. Senators: Carried.
Mr. Humphrys: Subclause 8 also—
Senator Hayden: Mr. Chairman, I am glad to approve of that particular sec

tion especially in the light of the witness’s remarks that the basis for valuation 
would be the market value.

The Acting Chairman: Yes.
Mr. Humphrys: In most cases, securities received as a result of reorganiza

tions or liquidations might not have much of a value.
Senator McCutcheon: I would like subsection 4 to stand. We had quite a 

bit of discussion on it this morning.
Mr. Humphrys: The amendment here is one that broadens the range of 

partners in real estate investment. Secondly, it increases the size of individual 
parcels of real estate in which a company may invest, and it increases the size 
of the basket from 5 per cent of the company’s assets to 7 per cent.

Senator McCutcheon: All of which I approve, but I would like to hurry 
along a little faster—

The Acting Chairman: Shall this subsection carry, or do you want it to 
stand?

Senator McCutcheon: No, I want it to stand until the minister comes.
Mr. Humphrys: Subclause 9 changes subsection 7 to increase the maximum 

limit on common shares from 15 per cent of a company’s assets to 25 per 
cent.

Hon. Senators: Carried.
Mr. Humphrys: Subsection 8 changes the limit on real estate for the pro

duction of income. At present there is a 10 per cent limit on real estate for 
the production of income, whether it is of the lease-back type or whether pur
chased through the basket. This will continue the 10 per cent limit on real estate 
purchased in the basket, or real estate of the new type that I have described 
that would qualify on an earnings basis. However, real estate of the lease-back 
type will be removed from the limit.
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Senator Hayden: From the limit?
Mr. Humphrys: Yes.
Senator Hayden: It is a separate item?
Mr. Humphrys: There will be no limit on the investment in real estate 

that qualifies under the lease-back provision.
Senator McCutcheon: You can only do that if the company’s shares 

qualify.
The Acting Chairman: Yes. Is that carried?
Hon. Senators: Carried.
The Acting Chairman: Section 6 which adds the new section 64a.
Mr. Humphrys: This clause enables a life insurance company to own sub

sidiaries of three types; the first is life insurance companies incorporated out
side Canada, the second is fire and casualty insurance companies incorporated 
in Canada, and the third is what I might call real estate companies.

Senator Hayden: This raises the question we were discussing a while ago. 
If a Canadian life insurance company incorporated a subsidiary in the United 
States, then query, could the Canadian company and its United States subsidi
ary have a joint purchase of real estate in the United States? It would appear 
from the earlier provisions that it could not.

Mr. Humphrys: No, sir, it could not.
Senator McCutcheon: Why would you not let a Canadian life insurance 

company have a trust company as a subsidiary? A trust company can have 
a life insurance company as a subsidiary.

Mr. Humphrys: No, sir, not a federally incorporated trust company.
Senator McCutcheon: Well, why are we putting the federal companies 

Under this disability?
Senator Hayden: They have always been.
Senator McCutcheon: Then why continue it?
Mr. Humphrys: I think in all the legislation over the years the ownership 

°f subsidiaries has been barred, whether in respect of life insurance companies, 
trust companies or loan companies, or banks, or any of this type of financial 
institution. The reasons, I think, are—perhaps there is a number of reasons—

Senator McCutcheon: I suggest they are archaic and obsolete.
Senator Lang: It is a matter of policy.
Senator Hayden: What was the original reason?
Mr. Humphrys: I think there is a number of reasons that can be put 

forward. There is the question of the concentration of economic power, if you 
like, whereby companies that have large aggregations of assets could own 
subsidiaries and thus build up quite an empire and be able to exercise a good 
ueal of economic power. This was the subject of a very extensive investiga- 
l°n in the United States a number of years ago.

Senator McCutcheon: Back in 1907.
Mr. Humphrys: Another problem is that in parent-subsidiary set-ups it 

becomes more and more difficult to assess the real financial position as the 
financial structure becomes more complicated with subsidiaries.

Senator Hayden: They have that limitation in the Bank Act. It is the dif
ference between investment and the carrying on of your own business. That 

Provision that has been carried forward with every revision of the Bank Act. 
fie Bank Act allows investment in industrial concerns, but when that invest- 
ent gets to such a size that control may be exercised then it may be well 
ggested that the bank is carrying on a business, and it cannot do that. 

°ssibly you have the same idea here.
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Mr. Humphrys: Yes, and there is the additional principle, that these 
companies are incorporated by special Act of Parliament with defined powers. 
If they were able to own a range of subsidiaries it might open a way to them 
into all kinds of activities far beyond the purposes for which they were 
incorporated.

Senator Hugessen: I can see the objection to a trust company’s owning 
shares of an insurance company, because, after all, a trust company is sup
posed to manage, and does manage, enormous amounts of assets belonging to 
other people. If it has an insurance company as a subsidiary it could end up 
by putting an awful lot of money into its own company.

Mr. Humphrys: It is not empowered to own a subsidiary insurance com
pany.

Senator Hugessen: That is what I say.
Senator Hayden: The senator is giving his idea of the reasons why it 

should not have that power.
The Acting Chairman: Shall section 6 carry?
Senator McCutcheon: Just a minute. If the minister is to come before 

us, I would like to stand this section.
The Acting Chairman: Stand.
Senator Hayden: I would like to get an appreciation of that. Is it the 

reason, that you think that the insurance companies or trust companies should 
be able to own life insurance? That is not covered by this section.

Senator McCutcheon: I say that federally incorporated life insurance 
companies, if they are now being allowed to have wholly owned subsidiaries 
who are engaged in the fire and casualty business—all I want to know from 
the minister is why should not they have a wholly owned trust company. 
After all, with the amendments of the act made a few years ago, the two 
types of company are in much greater competition than they ever were. I 
just do not appreciate the reason for the limitation. I am not going to ask 
Mr. Humphrys for the answer. I do not think that would be proper.

Senator Hayden: It would not be just a trust company—
Senator McCutcheon: In the case of the shares of any life insurance com

pany in Canada, no one can do anything about it.
Senator Hayden: That is because it is incorporated.
Senator McCutcheon: That is because it is a trust company, Mr. Chairman.
Mr. Humphrys: On the point of a general insurance company, I should 

point out that under the present law a life insurance company can, with 
Treasury Board approval, get into other lines.

Senator McCutcheon: It is quite true, but you are getting into this field 
now which we touched on—and I think Senator Hayden is interested in it—- 
that you cannot buy the stock of many casualty companies at their book 
value. It is one thing to get Treasury Board approval and if you have accu
mulated $100 million you can get into the casualty business; but if you go out 
and try to get control of casualty business I expect you will pay much more 
than the book value.

M. Humphrys: On the experience of casualty companies in recent years, 
I am not so sure of that.

Senator McCutcheon: I know of one company and you cannot buy it for 
the book value.

Mr. Humphrys: This bill would enable a casualty company, if it wishes 
to form a subsidiary for fire and casualty business, to do so. I would suggest 
this is a better approach than doing it through a separate fund within the 
company, because casualty business in general is so different from life insurance 
that it is better to do it other than through the fund.
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Senator McCutcheon: I am not criticizing the power or the additional 
rights. I quite approve of that.

Senator Hayden: You are just in a hurry, again.
Mr. Humphrys: On the point of a trust company subsidiary, I would sug

gest that the job of running a life insurance company is not an easy one and 
whether the management should get into running the trust company as well 
is, I think, a rather serious question.

Senator McCutcheon: That is an argument on the section.
The Acting Chairman: You wish the section to stand?
Senator McCutcheon: I would like it to stand.
Senator Hayden: Under this section, the bill gives the life insurance com

pany power to invest its funds in the fully paid shares of (a) any corporation 
incorporated outside Canada, to undertake contracts of life insurance, or (b) 
other than contracts of life insurance. This is simply an authority to invest its 
funds. It means further funds anywhere from 30 per cent to 100 per cent?

Mr. Humphrys: Yes.
Senator Hayden: Because it does not need this provision in order to buy 

30 per cent, does it?
Mr. Humphrys: That is correct.
Senator Hayden: So you are really talking about a life company investing 

t° the extent that the other company would become the subsidiary?
Mr. Humphrys: That is correct, Senator. The concept here is the subsidiary. 
The Acting Chairman: Clause 6 stands.
Mr. Humphrys: Clause 7 enables an insurance company to buy a residence 

and hold it temporarily where the question is one of changing the place of 
employment of an employee.

The Acting Chairman: Clause 7 is carried.
Mr. Humphrys: Clause 8 modifies the valuation provision applicable to all 

securities and stocks other than those that may be valued on an amortized basis. 
Senator Hayden: This is the three-year moving provision.
Mr. Humphrys: Yes. It enables companies to spread the effect of an 

amortized market drop over three years.
Hon. Senators: Carried.
The Acting Chairman: It is carried.
Mr. Humphrys: Clause 9 is a technical clause. At the present time com

panies can establish a separate fund in connection with contracts of the so-called 
variable type, where the companies’ liabilities are limited to the market value 
°f the assets in the fund. They are empowered to contribute an amount to 
s1-art the fund. But under present law they could not withdraw that until 
the fund was wound up. This change would enable them to withdraw it once 
the fund was operating, subject to the Superintendent s approval.

Some Hon. Senators: Carried.
The Acting Chairman: It is carried.
Mr. Humphrys: Clause 10 enables the Superintendent of Insurance to g an 

* company authority to use a higher rate of interest than is prescribed in the
law, in calculating the actuarial reserves in respect to a particular class of 
Policy

At present, companies have to calculate their actuarial reserves on a 
rate not exceeding 34 per cent for insurance and 4 per cent for annuities, but 
m some cases of annuities they are in competition with trust companies at a 
much higher rate, and they are guaranteeing rates perhaps 4j per cent, 4£ per
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cent; and if they have to calculate the reserves at 4 per cent it puts a strain 
on them. This would enable the Superintendent to authorize a higher rate 
where the circumstances warranted.

Senator McCutcheon: Otherwise you can theoretically lose hundreds of 
thousands of dollars on your balance sheet the minute you put a case on your 
books.

Mr. Hump hr ys: There would be quite a strain in setting up the actuarial 
reserves.

Senator Hayden: I take it you will have regulations or conditions for 
doing this?

Mr. Humphrys: The company wishing to use a higher rate than that 
prescribed in the law would have to apply to the Superintendent and produce 
evidence to him that the higher rate is appropriate.

Senator McCutcheon: If their net earnings were over 6 per cent, you 
might approve 5 per cent?

Mr. Humphrys: We would look at the nature of the policies, the nature 
of the guarantee and the duration of the guarantee.

Hon. Senators: Carried.
The Acting Chairman: It is carried.
Mr. Humphrys: Clause 11 is consequential on section 64a. At present, 

section 86 prevents a company being interested in the formation of a new 
company; but now, since they are being given power to own subsidiaries in 
certain circumstances—

Senator Hayden: This is consequential on clause 6, dealing with section 64a?
Hon. Senators: Carried.
The Acting Chairman: It is carried.
Mr. Humphrys: Clause 12 would enable a life insurance company to 

purchase the shares of another life insurance company for the purpose of 
eventual amalgamation or merging. At present, they have the power to merge 
or amalgamate, but they cannot purchase the shares for that purpose. Con
sequently, the existing amalgamation power sometimes cannot be used because 
of income tax restrictions and other complications. This would enable a life 
company to purchase the shares of another life company, but only if it takes 
the succeeding steps to amalgamation.

Mr. Hopkins: Three-quarters of the votes cast.
Mr. Humphrys: It requires substantial approval of a meeting of both 

companies and also is subject to the Treasury Board approval. The provisions 
are the same as already appear in the Trustee Companies Act and the Loan 
Companies Act.

Senator Hayden: I suppose it is a kind of amalgamation. But the question 
is, how do you amalgamate with yourself? You have two entities, but you 
have the same shareholders for the two companies.

Mr. Humphrys: The parent company would take over the assets and 
liabilities of the other company, by agreement, and the other company would 
remain as a shell without any assets or liabilities.

Senator Hayden: If they wound it up, it would create problems.
Mr. Humphrys: Not if it has no assets. The procedure followed is that 

they take over all the assets and liabilities.
Senator Hayden: For nothing?
Mr. Humphrys: If the remaining company winds up, there would be 

nothing to distribute.

♦-
•X
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Senator Hayden: Even on that basis, on a winding up shares distribution, 
the idea you would expect is that they would keep the shell alive, instead of 
winding it up.

Mr. Humphrys: I think that if it has no assets or liabilities left, there is 
no tax problem. I know the procedure has been followed of taking over the 
assets and liabilities, the whole business, by agreement; and if nothing is 
left in a disappearing company—

Senator Hugessen: The whole operation under this section has to be with 
your approval and with that of the Treasury Board?

Mr. Humphrys: That is correct.
Senator Hayden: I am not questioning the propriety or the need for this 

section, it is a question of whether the national revenue provision will agree 
that it goes for enough.

Senator Lang: I think you must have actual assets there as an investment.
The Acting Chairman: Shall the section carry?
Hon. Senators: Carried.
The Acting Chairman: Section 13?
Mr. Humphrys: Clauses 13 to 17 inclusive, apply to British companies, 

and with one exception they enact the same changes for investments that 
British companies can vest in trust in Canada for the protection of their policy
holders, as we have just discussed. The one difference appears in subclause (6) 
°f clause 13, on page 20 of the bill. At present British companies can vest in 
trust debentures of a Canadian corporation or guaranteed by a Canadian 
corporation. This change in clause 6 would enable them to vest in trust deben
tures issued by a Canadian corporation, if the guaranteeing corporation meets 
certain dividend requirements.

Senator McCutcheon: Mr. Chairman, in taking a quick glance, I am 
assuming that none of the sections I have asked to stand are repeated in these 
sections?

Senator Hayden: Yes, they are.
Mr. Humphrys: The substance is repeated senator. The provision, for 

example, dealing with investment in real estate and the partners.
Senator Hayden: On page 22.
Mr. Humphrys: With any company transacting business in Canada. 
Senator McCutcheon: Because if many of these provisions are going to 

e repeated in the bill, I would like my reservations to apply to all of them.
Mr. Humphrys: In this context—the partners, for example—we are 

speaking of a British company and saying to it that as respects assets it is 
°lding in Canada for the protection of Canadian policyholders, it can only 

as a partner with other insurance companies transacting business in 
anada. So the point you were making earlier does not apply here.

Senator McCutcheon: I appreciate that. I just want to reserve my rights 
Qr my position because, after all, here we are dealing with a foreign insurance 
^ornpany and dealing only with a limited group of its assets which are segregated 
0 Protect these policyholders, which is quite different.

is iThe Acting Chairman: If there is any change made in any section that 
already standing, then the other provisions will be discussed and will have 
sunilar effect, Senator McCutcheon.

Senator McCutcheon: Yes.
Senator Hayden: Except that we might very well not want to change the 

°thcrn *n relat*on to British companies, even if we wanted to change the
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Senator McCutcheon: We might well not agree, but I don’t want to be 
debarred from discussing them.

Senator Hayden: Well, we will not debar you.
The Acting Chairman: Shall these sections carry?
Senator Hayden: Yes, subject to that reservation.
Hon. Senators: Carried.
The Acting Chairman: Section 18?
Mr. Humphrys: Section 18 enables the companies to invest in securities 

issued by Jamaica, Trinidad and Tobago. There are not covered at present, 
because the present provision says that bonds of any colony of the United King
dom qualify. Since these countries have became independent they do not qualify 
under the colony head and had to be named separately if included.

The Acting Chairman: Shall section 18 carry?
Hon. Senators: Carried.
The Acting Chairman: Part II—Foreign Insurance Companies Act.
Mr. Humphrys: Part II does for the foreign insurance companies what 

clauses 13 to 17 did for British insurance companies.
The Acting Chairman: Shall Part II carry, subject to the same reservations 

made by Senator McCutcheon?
Hon. Senators: Carried.
The Acting Chairman: We come to Part III—Turst Companies Act, com

mencing with clause 27.
Mr. Humphrys: Clause 27 grants the Governor in Council power to provide 

a company with French or English versions of its corporate name.
The Acting Chairman: Shall section 27 carry?
Hon. Senators: Carried.
The Acting Chairman: Section 28 deals with the qualification of directors. 

I think it is the same as the other section.
Mr. Humphrys: Yes, it goes up to $500.
The Acting Chairman: Shall section 28 carry?
Hon. Senators: Carried.
The Acting Chairman: Section 29?
Mr. Humphrys: This enables a company to divide into shares of one dollar 

minimum.
Senator Burchill: Are these all new?
Mr. Humphrys: They now can subsidize the par value to $10. This would 

enable them to come down to $1.
Senator Hayden: It does not change anything in relation to voting?
Mr. Humphrys: One vote per share, but there are no other voters but the 

shareholders.
The Acting Chairman: Shall section 29 carry?
Hon. Senators: Carried.
The Acting Chairman: Section 30?
Senator Hayden: Dealing with “on-resident”?
The Acting Chairman: Yes. Shall these sections carry?
Senator McCutcheon: On division. I vote against.
Hon. Senators: Carried.
The Acting Chairman: Section 31?
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Mr. Humphrys: Section 31 makes a change in the requirements for the 
auditor’s report. It requires them to report on the results of the operations of 
the year as well as merely on the condition at the end of the year.

Senator Hayden: What have you in mind there? How can you do that? You 
prepare a statement for the fiscal year of the company, and in the profit and 
loss account you are reflecting the operations of the year, are you not?

Mr. Humphrys: Under the present wording, they have to certify only to 
the state of affairs at the end of the year, so in some cases they certify only to 
the balance sheet and not to the profit and loss account.

Senator Hayden: They do not say that reflects the result of their operations?
Mr. Humphrys: Not necessarily. Well, I think they would say it would 

reflect them, but this expands the nature of the auditors certificate.
Senator Hayden: Is there a form-—have you a settled form?
Mr. Humphrys: There is no specific form. This is a common form used 

by auditors.
Senator Hayden: What would the auditors have to say?
Mr. Humphrys: He would in his certificate use substantially these words 

that in his view it shows satisfactorily the assets and liabilities of the com- 
Pany and the result of the operations of the year.

The Acting Chairman: Shall section 31 carry?
Hon. Senators: Carried.
The Acting Chairman: Section 32?
Mr. Humphrys: Section 32 enables trust companies to invest guaranteed 

and unguaranteed trust funds in real estate mortgages to the extent of three- 
QUarters of the value of the real estate instead of two-thirds.

The Acting Chairman: Shall section 32 carry?
Hon. Senators: Carried.
Mr. Humphrys: Subclause (2) raises the limit of investment in common 

hares from 15 per cent to 25 per cent common shares.
The Acting Chairman: Shall subclause (2) carry?
Hon. Senators: Carried.
The Acting Chairman: Subsection (3) ?
Mr. Humphrys: Subsection (3) enables companies to lend unguaranteed 

trust moneys on the security of real estate mortgages up to 75 per cent 
mstead of 66§ per cent; and subclause (4) deals with lending powers and 
raises the two-thirds limit to 75 per cent.

Senator Hayden: One question, Mr. Chairman. In working up as high as 
have done in this respect, what would you think, Mr. Humphrys, of the 

Mea that some part of the increase should be required to be insured.

Mr. Humphrys: Up until quite recently, senator, we have had no faciliti 
ln Canada for providing mortgage insurance. There is a company now l 
°Peration—it was incorporated by Parliament at the last session, and it is 
ln operation—but it has a very limited experience yet, and I think we are 
hardly in a position to lay down a requirement that a company must seek 
hiortgage insurance for any particular portion of a mortgage loan. I think 
^ is conceivable that if mortgage insurance proves to be a successful enterprise 
arid the facilities become—

The Acting Chairman: More available?
si(M, Humphrys: Yes, more available, the concept might well be con- 
in tfed' 1 would think that up to 75 per cent—while any increase you make 

2188 rat*° of the loan to the value of the property inevitably increases the
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risk of the loan—in the present pattern of real estate mortgages, having 
in mind the monthly amortization and what is being done by other jurisdic
tions, we in the department, at least, did not feel justified in opposing this 
request by the industry on its own terms.

Senator Hayden: But you know there are many problems. If a mortgage 
goes wrong, say on a 75 per cent basis, quite apart from appraisal value or 
general market conditions there might be deterioration in the property itself, 
physically. Then there is the problem of the time it takes to secure control 
of the property. Then there is the rehabilitation and loss of income in the 
meantime, with no interest, and taxes accumulating. It would not take long, 
maybe, to eat up a substantial part of that here.

Mr. Humphrys: I think that is a valid point, senator. As the ratio of the 
loan to the appraised value of the property rises, I believe you do get into 
a somewhat greater risk area.

Senator Walker: On the other hand, under the C.M.H.C. you have this 
up to 95 per cent, and it was 90 and before that 85, and where they are 
insured there is very seldom any call on the insurance fund. So much so 
they are considering reducing the rate of insurance. So I would think that 
with a 25 per cent leeway" you would not get into any trouble here.

Mr. Humphrys: The experience has been good since the war.
Senator McCutcheon: The whole basis of monthly amortization is com

pletely different from what it was during the war, where you went from six 
months to five years without any repayment in principal, and you found 
you were in trouble. Your problem now is you get your money back too 
rapidly in the life insurance business. I do not think the managers of life 
insurance companies need to be wrapped in cotton wool.

Senator Hayden: I was not trying to wrap them in cotton wool or 
asbestos or anything else. I was trying to take a reasonable look into the future.

Hon. Senators: Carried.
The Acting Chairman: Section 33?
Mr. Humphrys: Section 33 makes the same change as respects eligibility 

of common shares for the trust companies, made in the same connection for 
insurance companies.

The Acting Chairman: Carried?
Hon. Senators: Carried.
The Acting Chairman: Section 34?
Senator McCutcheon: Senator Hayden, that is your section.
Senator Hayden: I would like to have that stand and be considered at 

the same time that we consider section 41 and section 42.
Mr. Humphrys: Mr. Chairman, there are two more subclauses in clause 33 

I might comment on.
Senator Hayden: That is right.
Mr. Humphrys: Paragraph (j) under subclause (1) deals with common 

shares. Paragraph (k) enables companies to invest their own funds m 
mortgages up to 75 per cent. That is the same change we discussed, but with 
regard to the company’s own funds instead of trust funds.

Subclause (2) enables the company to lend its own funds on real estate 
mortgages up to 75 per cent.

Subclause (3) removes the limit that now exists on the maximum in' 
vestment in preferred shares. There was formerly a limit on shares of ^ 
types, but by repealing subsection (8) the limit on preferred shares is removed-

Subclause (4) deals with the limit on investment in common shares f°^ 
the company’s own funds and sets that at 25 per cent. At present that lim1
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applies to common and preferred and not only to investment but also to 
collateral loans.

Senator Walker: What is it at the present time?
Mr. Humphrys: For guaranteed trust funds it is 15 per cent. For a com

pany’s own funds there is a limit of 25 per cent on preferred shares, common 
and on all collateral loans made on the security of shares. This changes it 
and makes the limit applicable only to investment in common shares.

Senator Hayden : In dealing with section 34—
Senator McCutcheon: Stand.
Senator Hayden: You do not need to stand the whole section. It is really 

subsections 5 and 7. Subsections 3 and 4 do not present any problem. You 
are really expanding the limit on borrowing?

Mr. Humphrys: Yes.
Senator Hayden : If the committee wants to pass those, there is nothing 

there.
Hon. Senators: Carried.
The Acting Chairman: You would only stand subsections 5, 6 and 7?
Senator Hayden: Yes, subsections 5, 6 and 7.
The Acting Chairman: Subsections 5, 6 and 7 stand.
Now we go to Part IV, Loan Companies Act.
Mr. Humphrys: Clause 35 deals with the French or English name.
Hon. Senators: Carried.
The Acting Chairman: Section 36, qualification of directors.
Mr. Humphrys: Section 36 deals with the qualification of directors.
Hon. Senators: Carried.
The Acting Chairman: Section 37, shares.
Mr. Humphrys: Clause 37 permits the subdivision of the par value of 

shares, the same as for trust companies.
Hon. Senators: Carried.
The Acting Chairman: Section 38 has the same effect as the other clauses 

Vve have dealt with.
Mr. Humphrys: Non-resident ownership.
Some Hon. Senators: Carried.
Senator McCutcheon: Carried, on division, despite Senator Hayden’s 

°Pmion.
Hon. Senators: Carried.
The Acting Chairman: It goes on to section 39, page 53.
Mr. Humphrys: It deals wdth the auditors’ report, the same as for trust 

COlhpanies.
Hon. Senators: Carried.
The Acting Chairman: Section 40, common shares.
Senator Hayden: That is the same, the earnings.

sha Humphrys: That is the same amendment as we discussed in common 
les- Paragraph (e) is the same amendment as respects real estate mortgages. 
Hon. Senators: Carried.

but Humphrys: Subsection (2) also deals with real estate mortgages, 
he lending power instead of the investing power.

Senators: Carried.2*886—41
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Mr. Humphrys: Subclause (3) raises the limit of common stocks from 
15 per cent to 25 per cent.

Hon. Senators: Carried.
The Acting Chairman: Section 41?
Senator Hayden: Stand.
The Acting Chairman : Section 42, stand?
Senator Hayden: No, I have no objection to section 42(1) and (2). This 

again is where you expand the borrowing powers. It is subparagraph (3) I 
want to stand.

The Acting Chairman: So, shall subparagraphs 1 and 2 carry?
Hon. Senators: Carried.
The Acting Chairman: And subparagraph 3 stands.
Section 43?
Mr. Humphrys: Section 43 is a technical amendment. There is a provision 

limiting the type of real estate a company can hold. There was no reference 
in the section to real estate purchased as an investment pursuant to the invest
ment powers, so this is being added to tidy up that point.

Senator Hayden: I did not get that.
Mr. Humphrys: At present there is a provision in the act specifying the 

power of a company to hold real estate. It can hold real estate it had acquired 
for its own use or by way of security; but it does not give them the power to 
hold real estate in which they were entitled to invest by virtue of another 
section. So we are putting a provision in here to remove that anomaly.

Hon. Senators: Carried.
The Acting Chairman: Section 44?
Some Hon. Senators: Carried.
The Acting Chairman: Shall we wait until tomorrow morning, when the 

minister is going to be here at 9.30? Shall we adjourn until 9.30 tomorrow 
morning?

Senator Lang: I notice that the transportation committee is meeting in 
this room tomorrow morning at 10 o’clock.

The Acting Chairman: We have to be here to hear the minister at 9.30. 
We will meet upstairs.

Senator Hayden: No, we can meet here.
The Acting Chairman: Yes, we can meet here.
Mr. Hopkins: The standing committee on Transport and Communications 

could meet here, presumably, immediately after we rise.
The committee adjourned.
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The Standing Committee on Banking and Commerce, to which was 
referred Bill C-123, to amend certain acts administered in the Department of 
Insurance.

Senator Paul-H. Bouffard (Acting Chairman), in the Chair.
The Acting Chairman: Gentlemen, we have a quorum. We have with us 

this morning the Honourable Walter L. Gordon, Minister of Finance. I want to 
tell him we are very pleased to have him here to give further explanation of 
some of the principles of this new legislation.

So as not to detain him too long, I shall start right away by asking 
members of the Senate to put to Mr. Gordon now any questions they wish 
to ask.

Senator McCutchéon: Mr. Chairman, we stood a number of clauses last 
ovening so that Mr. Gordon could be here. Should you not call the clauses 
concerned and proceed in that way?

The Acting Chairman: The first is in clause 3, dealing with proposed 
section 16f. We are concerned with subsections (4) and (7), which are given 
0n page 7 of the bill. Subsection (4) deals with the change of status of 
corporate resident. Subsection (7) deals with entry after the prescribed day. 
These two subsections were stood yesterday.

Senator McCutcheôn: These must have been stood before I came in 
yesterday afternoon. I have no comments.

Mr. Humphrys: These subclauses are part of the plan limiting non-resident 
ownership. I do not think there was any particular discussion on those clauses.

The Acting Chairman: Are they carried?
Hon. Senators: Carried.
The Acting Chairman: The next point is on page 12. It is clause 5 of 

e bill, dealing with proposed changes in section 63, subsection (1), adding 
ew Paragraphs (o) and (p).

Mr. Humphrys: Honourable senators will recall that these two paragraphs 
dealt with authority to invest in real estate for the production of income. 
Paragraph (o) deals with real estate or lease holds and paragraph (p) deals 
with real estate of a new type that would qualify on the earnings test.

.. nn the limitation on companiesSenator Croll: I think the question was on t..e
111 Canada m doinS that" . nn a Canadian company entering into

Mr. Humphrys: The discussion was o
general investment with other companies.

Senator McCutcheon: The question I had was this The provision allows 
c°mpanies to invest in real estate or lease holds m Ca"aJa’ °r “ tZtlTwhh 
m which the comnanv is carrying on business, either alone i 
a»y other insurance company transacting the business of insurance in Canada 
or with any loan company or trust company incorporated in Canada. There are

53
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many Canadian life companies who do business in the United States, for 
example. I raised the question as to why, if you want to go into partnership on a 
piece of real estate or lease hold, you should be limited to going into partner
ship with another Canadian life insurance company. Why should you not be 
able to use a United States partner, for the benefit of his local knowledge, and 
so on?

Honourable Walter Gordon, M.P., Minister of Finance and Receiver General:
Mr. Chairman and honourable senators, let me put it this way. One of the 
objectives of this bill is to remove some of the present restrictions on life 
insurance companies in regard to investing; and this is being done in a variety 
of ways.

Senator McCutcheon: With which we are all very happy.
Hon. Mr. Gordon: I think there seems to be general agreement on that.
Now, it is always a question of judgment and balance as to how far you 

can go. Some people have said to me that this bill goes a little too far. At the 
other extreme there are people who would suggest there should not be any 
restrictions at all.

Senator McCutcheon: I have not gone that far yet.
Hon. Mr. Gordon: Why not?
Senator McCutcheon: I can make it a case.
Hon. Mr. Gordon: Anyway, those are the two extremes; and we thought 

we had gone quite a distance in loosening things up in this bill. If you press 
me as to why we did not go farther, I would have to say I think that our 
feeling was at this stage that we probably had gone far enough. After all, the 
federal Government, through the Department of Insurance, has a proper and 
heavy responsbility to supervise the insurance industry. I feel a little hesitant 
to extend these investment powers farther than we have done in this bill at 
this stage.

Your point about partnerships with U.S. companies is an understandable 
one. The way the bill reads now, the Superintendent is familiar with the people 
who would be included in these partnerships. If this was extended to anybody 
in other countries he would not have quite the same knowledge of who these 
prospective partners might be. I am rather inclined to think, Senator Mc
Cutcheon, that this will give a lot more freedom than the insurance companies 
have at the present time, and we should see how it works.

Senator McCutcheon: I agree that it gives them more freedom and I am 
delighted with that. I take it that your mind is not firmly closed, that you 
might look at this again?

Hon. Mr. Gordon: I think we will have to look at this again, on this and 
on a number of other points, after we have seen how this works. The changes 
in this bill are fairly extensive, and so far I think there has been a pretty good 
public reaction to it. I do not think this is the last word, by any means.

Senator McCutcheon: Carried.
The Acting Chairman: Carried. What about subsection (b) ?
Senator McCutcheon: The same, Mr. Chairman.
The Acting Chairman: Carried.
The next is subparagraph (4) on the top of page 14.
Senator McCutcheon: Mr. Chairman, I can speak very shortly to this- 

This is the basket clause the Superintendent described to us yesterday. 
gave us some of the history of the clause, which was produced in 1948 or 1949 
in the first instance, and there was a 5 per cent limitation on the total amount 
of assets in the basket, plus quantitative and qualitative limitations of certain
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classes of assets, such as mortgages, real estate, and the percentage of the 
common shares of a company which could be acquired and put in the basket.

Mr. Humphrys: Three per cent, raised to 5 per cent in 1960.
Senator McCutcheon: Thank you. I think it is fair to say that the Superin

tendent indicated that the experience had been quite satisfactory, that while 
in theory a company could go out and fill the basket with speculative penny 
mining stocks and as long as it did not have more than 30 per cent in any one 
company, the Superintendent might note it in his report and view it with 
alarm.

Hon. Mr. Gordon: You are not thinking of Windfall are you?
Senator McCutcheon: Well, if you get them quickly enough, that would be 

all right. The fact is that the managements of the companies have very wide 
Powers in investment under this section as it was formerly drawn and as it is 
now drawn. The fact is, the evidence is that they exercised the duties of man
agers with discretion and judgment and that there have been no unfortunate 
occurrences in giving them these wider investment powers. I suppose this is 
the place where you might say, as the minister has suggested, some people 
do not want any restrictions at all. I am not taking that extreme position, but 
t am asking what is your objection to putting companies in the position where 
they can put 7 per cent of their assets broadly in any sort of thing they want? 
Why should you continue to put quantitative and qualitative restrictions on 
certain classes of the assets that they can put in there. I know this has been 
raised, and this is an improvement, but specifically, why should there be any 
limitation on the value of one parcel of real estate you can put in a basket? 
Why is one per cent right and one and a quarter per cent wrong? Why should 
there be any limitation on the amount of common stock that a particular com
pany can put in the basket?

If we are looking for risk capital, and you know how enterprise in this 
country operates, which is financed largely by the life companies, there are 
cases where it would be highly imprudent to take up 30 per cent of the shares 
of a company in what I call risk capital, but prudent to take 60 per cent where 
'Wring a development you could exercise the control. Later on, if you wished to 
mvest yourself, you could, and if you divested yourself sufficiently and the 
st°ck qualified, you could move out of the basket and into your regular stream 
cf investments, and have some more room in the basket. Those are matters 

at I put to the minister.
It seems to me that the basket might well be a completely open basket.

. Hon. Mr. Gordon: Well, I think this falls more or less logically, as you 
aid a few minutes ago, in another class. There are other considerations. Some 

People advocate that there should be no restriction on life insurance companies 
. cquiring control of other businesses in any field; and we feel, for instance, that 

a life insurance company wants to acquire a trust company or loan com-

Senator McCutcheon: I feel it should be able to. 
Hon. Mr. Gordon: —or a bank.
Senator McCutcheon: I would not go so far as a bank.
Hon. Mr. Gordon: Well, there are those who feel there should not be these 

^strictions on the inter-relationship of companies in the financial field, and 
is a well argued point of view. Certainly if and when we have the pleasure 

of getting together to discuss the revisions of the Bank Act, this is something 
We will be thinking about, because there is a responsible body °f opinion that 
^s no harm in inter-relationships of this kind in the financial field. In fact, 
there are people who suggest there are considerable advantages.



56 STANDING COMMITTEE

Against that, there are those who would like to see, I was going to say 
as little inter-relationship as possible—there are those who do not want to 
see any relationship at all. Again, we were searching here for some sort of a 
balance.

The bill does provide that some relationship between loan and trust com
panies should be permitted. But what you are suggesting would permit a large 
life insurance company to make a pretty substantial investment in a wholly- 
owned subsidiary of one kind or another. To put it bluntly, it was not con
sidered that those sort of freedoms should be provided in this bill.

The Superintendent mentioned to me that you had also raised yesterday 
the question whether in the basket clause the 75 per cent point of restriction on 
investment in mortgages should apply or whether the management should not 
have the freedom at least to the extent of the basket clause to invest in a 
mortgage up to 90 per cent or 100 per cent, or whatever they want to.

Senator McCutcheon: I can now for real estate purposes. Should I not 
be able to take 90 per cent of that same business in real estate?

Hon. Mr. Gordon: Well, I find it difficult to argue against one particular 
suggestion of that kind. I might mention that in the House of Commons when 
this was being debated, one of the strongest objections to this bill was raised 
by the member for Parry Sound-Muskoka (Mr. Aiken). He thought that it 
was a great mistake to permit investment in mortgages to a greater extent 
than two thirds the value of the property, and he felt this very seriously. He 
thought that going up to 75 per cent was a mistake, and he argued this cer
tainly more than once, if I remember. I am merely mentioning this to indicate 
that there are differences of view even among the members of particular groups 
in these matters.

Senator McCutcheon: This would be a very dull place if there were not 
differences in view.

Hon. Mr. Gordon: I had better keep off politics. But there are differences 
of view, and it would seem to me, senator, that at the moment we have struck 
about as good a balance as we probably can to meet the varying points of 
view. I think this will give the insurance companies a great deal more flexibility 
than they have had in the past, and I would hope that you would feel we 
should not push a good thing too far at this stage. This act has been reopened 
frequently, and I think it is going to be reopened again in the next two or 
three years. I would not like to see us push this further than is indicated.

Senator McCutcheon: I am very anxious to see the bill go through and 
become law, and I will not press it any more except to suggest to the minister 
that when he is reconsidering this, as it will have to be considered from time 
to time, he might think that possibly the basket clause is the area in which 
he could experiment a little further than he has to date.

Hon. Mr. Gordon: I do not mind telling you that my first inclination was 
to go further than we have gone in the basket clause, but there was quite a 
lot of opposition to this. This is as good a compromise as any that seemed 
to come out of the discussions.

Senator McCutcheon: Mr. MacGregor would not oppose you now in his 
new position.

Hon. Mr. Gordon: I am not suggesting Mr. MacGregor opposed me. I re
ceived very good advice from Mr. MacGregor, and I have received excellent 
advice from Mr. Humphrys. I need one or other of them to hold my hand i° 
these matters.

Senator Hayden: There must be lots of volunteers for that job.
Hon. Mr. Gordon: I am not going to mention any names either.
The Acting Chairman: Shall the section carry?
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Hon. Senators: Carried.
The Acting Chairman : The next one is on page 15, being section 64a.
Senator McCutcheon: I think the minister understands that I asked this 

section to be stood for exactly the same reason as I asked the other sections 
to be stood, and I am not going to press the matter any further this morning.

The Acting Chairman: Shall the section carry?
Hon. Senators: Carried.
The Acting Chairman : The next one is on page 44, section 34.
Senator Hayden : I asked to have parts of three sections stood, Mr. 

Chairman.
The Acting Chairman : Yes, 5, 6 and 7.
Senator Hayden : I would like to speak to the minister first though on 

section 41, page 55, Mr. Minister. There you have a new section, section 61a, 
which really, so far as subsection 1 of it is concerned, parallels 64a, where you 
are giving a life company the power to invest money in subsidiaries. What 
are the terms and conditions that you envisage under section 61a? Would it 
have to do, for instance, with the value of the shares?

Hon. Mr. Gordon: Where is section 61a?
Senator Hayden : This is page 55, the top of the page.
Hon. Mr. Gordon:, I am on the right page, but I wonder if you would let 

me have the question again.
Senator Hayden: Yes. What I said was that this section 61a, in relation 

to the right of a loan company to invest in shares of a trust company, appears 
ln language reasonably parallel to section 64a giving life companies the power 
to invest their funds in subsidiary companies up to that extent. Mr. Humphrys 
hid tell us what was meant by “terms and conditions” in relation to life com
pany investments. What I am asking you here is, what do you envisage as to 
terms and conditions” which are provided for in this section 61a on page 55?

Hon. Mr. Gordon: I was just asking Mr. Humphrys what he said yester
day on this point, and he reminded me that he is having conversations with life 
companies to see what recommendations he wishes to make to the Treasury 
°°ard, and I presume the same procedure will be followed here.

Senator Hayden: Then I take it that when this section was drafted you 
w°uld not have put in the words “terms and conditions” unless you had had 
ln naind that there should be terms and conditions and in some way what they 
Were- What I am asking now is, would that include the proposed price it was 
^tended to offer for the trust company shares?

Mr. Humphrys: It was intended that the question of the valuation of 
.he shares of a subsidiary on the balance sheet of the parent would be dealt with 
!n -he terms and conditions, also such matters as limitation of total investment 
'P the particular subsidiary or subsidiaries, the powers of subsidiaries, and items 
°t that nature.
, Senator Hayden: When you say limitation of the value which they would 

6 carrying, do you mean the offering price?
Mr. Humphrys: Not necessarily.
Senator Hayden: Why not?
Mr. Humphrys: Because the matter to be dealt with would be the financial 

atement of the company that owns the shares, and the matter to be dealt with 
ere would be the valuation of that company’s assets.

Senator Hayden: Do you mean you would not have any regard as to 
ttlQether or not the price of the trust company’s shares were being inflated by 

Se who were offering them to the loan company?
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Hon. Mr. Gordon: Senator Hayden, I am beginning to get the drift of this 
questioning. It is early in the morning and I did not realize at first this line of 
questioning might have something to do with the discussions we have had on 
other occasions about the World Mortgage Corporation.

Senator Hayden: That is right.
Hon. Mr. Gordon: This is a matter which has been discussed. There are two 

points of view here. The sponsors of the World Mortgage Corporation are of 
the view, as you know, that any investments in the shares of a trust company 
should be included among the assets of the World Mortgage Corporation or the 
loan company at the price the loan company bought them at on the market.

Senator Hayden: No, that was not the submission here. The submission 
here was the increment—

Hon. Mr. Gordon: I know, but this came along later. Later on it was sug
gested that merely the increment should be included in computing the borrow
ing ratio. This is a matter on which there has been, I think it is fair to say, 
some difference of opinion between those who were sponsoring that particular 
corporation and those of us who are responsible for this legislation.

Senator Hayden: My question, Mr. Minister, was not addressed to that phase 
of it.

Hon. Mr. Gordon: I was trying to interrupt a little bit.
Senator Hayden: Yes, and I am difficult to—
Hon. Mr. Gordon: —to interrupt?
Senator Hayden: Yes. My question was directed to show that under this 

section to which I have referred—that is, section 61a—it is a very flexible sec
tion and, as you know, I believe in the greatest flexibility possible in legisla
tion. I say that under section 61a you would have flexibility, but the terms and 
conditions could prescribe such things as the price, the value for any borrow
ing base, and all those things could be done, but at least it would be flexible. 
Whereas when you come into the new section 68(3) it is completely inflexible 
because you have a statutory formula for borrowing.

Hon. Mr. Gordon: That is right.
Senator Hayden: I would like to get your viewpoint as to why you want 

both of them.
Hon. Mr. Gordon: Perhaps there was so much discussion on this that we 

felt the more protection the Government had in this matter the better. I do 
not know. This was the conclusion we came to if there was going to be any 
relationship at all between loan and trust companies, then we thought this 
kind of restriction, if you want to call it that, or this method of computing the 
base on which the borrowing could take place was necessary. There are those 
who do not agree with this, and I think you are one of them. In fact, you were 
one of them until yesterday or the day before, and I presume you still are.

Senator Hayden: If you want any assurance, I am still in that category, 
yes. However, what I am pointing out is that under section 61a you have 
all the authority.

Hon. Mr. Gordon: Yes, that’s right. And under section 68 in this particular 
matter it is spelled out in concrete terms.

Senator Hayden: You have made a statutory formula instead of leaving it 
for terms and conditions to be prescribed.

Hon. Mr. Gordon: That’s right. This was such an important matter we 
felt there should not be any questions left; that it should be clear and definite 
so that everybody would know where he stands even before Treasury Board 
dealt with it.
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Senator Hayden: But under 61a a loan company cannot buy one share of a 
trust company unless the Superintendent of Insurance recommends it and 
the Treasury Board approves. It is with your approval that they may embark 
upon the purchase of any shares.

Hon. Mr. Gordon: Yes. But if they do they come under section 68.
Senator Hayden: At various times you have stated and the superintendent 

has stated in the record of the proceedings in the House of Commons committee 
that the purpose of section 68, subsection (3), was to prevent the use of the 
same assets twice for borrowing. That is only true to the limit of the book 
value of the shares.

Hon. Mr. Gordon: Yes.
Senator Hayden: Let us put something else in contradistinction to that. 

Supposing that some sort of a loan company invested in International Nickel 
up to the limit permitted, of 30 per cent, and the book value was $22.98 as at 
the 1st of March, and the market value at that date was $87.87. So far as 
International Nickel was concerned, the loan company could include that in 
its borrowing base, such shares at the market price. However, when it comes 
to trust company shares, the legislation reverts to book value. Why the 
difference?

Hon. Mr. Gordon: But they would not be in a position to buy more than 
so many shares of International Nickel. There is a wide and broad market, 
and the investment would be limited. The investment could be realized upon 
Very easily. If you were investing in a trust company, the market might or 
might not be as broad. It might be a narrower market, a more controlled 
market, and there would not be the same restriction on the percentage of 
shares of the trust company that you could acquire. The two things, to my 
Way of thinking, are quite dissimilar.

Senator Hayden: That is one of our points of difference.
The Acting Chairman: Mr. Gordon tells me he has to go to a cabinet 

meeting in 15 minutes.
Senator Hayden: I shall not take that long. All I want is to get this view

point before the committee.
Hon. Mr. Gordon: As far as my viewpoint is concerned, it seems to me 

that if you are valuing a minority investment in some marketable security 
I'ke International Nickel it is quite different from an investment in a subsidiary 
trust company.

Senator Hayden: But what you are doing in this section is starting at 11 
Per cent and until you get higher than 50 per cent it is a minority interest.

Hon. Mr. Gordon: But you have to start somewhere. I don’t think I am 
g°mg to convince you on this.

Senator Hayden: I should say I have failed hopelessly so far to make a dent 
In your armour.

Senator McCutcheon: Let us say this: Senator Hayden did convince a 
Majority of this committee some time ago on this point. However these various 
restrictions such as Senator Hayden has been discussing are going to result 
ln anomalies in the business.They don’t apply to certain large trust companies—

Hon. Mr. Gordon: —that don’t come within federal jurisdiction.
Senator McCutcheon: The two largest trust companies—this bill won’t 

PPly to them at all.
in **on' Mu Gordon: If I remember correctly the Royal Commission on Bank- 

S and Finance had something to say about that.
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Senator McCutcheon: Does the minister see a trend toward the incorpora
tion of more provincial companies? There seems to be a spate of provincial 
life companies being incorporated rather than coming now to Ottawa.

Hon. Mr. Gordon: I would not like to prophesy.
Senator Walker: I am interested in this from the point of view of having 

been a minister in the other house. I am interested in this question of direct 
mortgages and conventional mortgages up to 75 per cent. I think it is a good 
thing. When I was minister we strove for years to get something like this 
going. However, it seems odd to me that you should restrict to 11 per cent the 
mortgage companies and trust companies, when you have now 100 per cent no 
restriction at all as far as, say, Interprovincial Nickel is concerned.

Hon. Mr. Gordon: We would not permit a loan company to acquire 100 
per cent International Nickel.

Senator Walker: Well, 50 per cent.
Senator Hayden: Thirty per cent.
Senator Walker: Why should there be this restriction? Is it not in the 

public interest to have as many conventional mortgages as possible?
Hon. Mr. Gordon: Well, Senator Walker, you cannot narrow this down in 

the way you have done, in my opinion. My view is that if there is a relation
ship between these two types of financial institutions, a relationship which one 
body of opinion is opposed to, then there should be a fairly tight set of rules 
or measuring sticks under which their borrowing limitations are controlled. 
Otherwise, as I said on other occasions, you could find yourself in a position 
where it was pyramiding—you would have one set of assets over another. If 
you want to stop that, and I take it everybody would want to avoid it—nobody 
would want to face the situation that arose in the twenties when there was a 
lot of this and it ended up in the collapse of important instiuttions—if you 
want to stop that, you have to make up your mind where to stop it. Like any
thing else you can stop it here, or a little further on, or still further along. It 
was considered that this was the place to stop it. Now in the opinion of some 
people this is going too far, and that instead of stopping it at the point where 
it was a 10 per cent interest, it should be when there was a 20, or 30, or 40 per 
cent interest—whatever percentage you like. I think it is a matter of opinion.

Senator Walker: I appreciate that.
Hon. Mr. Gordon: I would also remind you that there are other institutions 

in that general field like RoyNat or Kinross which have been on one basis, and 
which have been very successful and they have lent a lot of money. My hope 
is that The World Mortgage Corporation will start on exactly the same basis 
as RoyNat and Kinross, and it seems to me that they should have every op
portunity of being successful.

Senator Walker: Is there any reason why under the circumstances it 
could not be 30 per cent rather than 11 per cent?

Hon. Mr. Gordon: I suppose you could ask: Is there any reason why it 
should not be 49 per cent?

Senator Walker: But you must have some reason. We will not talk about 
percentages. Is this directed against World Mortgage Corporation?

Hon. Mr. Gordon: No, there were other companies—if we are going to 
talk about the World Mortgage situation I will say that there were two other 
companies, as you have heard, that were affected by these proposals that had, 
under earlier legislation, certain advantages over the generality of companies 
in this field. The two were Huron & Erie and Canada Permanent. They had 
certain advantages, and the great trouble was that because two companies had 
certain advantages there was pressure to let new companies have the same
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advantages. It seemed to me, as a member of the Government, that once you 
start legislating for individual companies you get yourself into trouble. Under 
this bill everybody will be treated in the same way including Huron & Erie 
and Canada Permanent.

The advantages which these two companies previously enjoyed compared 
with other companies in this field have now been taken away from them under 
this legislation. This is very fine, but at the same time the loaning ratios were 
raised from 12£ per cent to 15 per cent, so that there was no particular hard
ship done to them. As with a tariff preference, if you take away the preference 
somebody thinks that potentially some advantage is being taken away. As 
things are, everybody will be on the same basis, and nobody will have any 
advantage over anybody else. I think that in itself is an improvement.

Now, when this bill comes up for revision again—I was going to say next 
year, but perhaps it will be two years from now, or whenever it can be done— 
I am perfectly prepared to discuss this matter again and see how it has worked 
out. But, I really think that having got these two companies, Huron & Erie 
and Canada Permanent, on the same basis as everybody else we are in a posi
tion to legislate with respect to every company in this field, and everybody will 
be treated alike. It seems to me that will eliminate the sources of difficulty 
that have been present in the past.

Senator Walker: But on my broad premise, you are in favour of as many 
conventional loans as possible, are you not—mortgage loans?

Hon. Mr. Gordon : Provided the interest rate is low enough.
Senator Walker: Well, that will take care of itself with Central Mortgage 

ln the picture.
Hon. Mr. Gordon: Yes, with Central Mortgage in the picture it will.
Senator Walker: Thank you very much.
The Acting Chairman: Are there any other questions? Shall these sec

tions carry?
Hon. Senators: Carried.
The Acting Chairman: Shall the title carry?
Hon. Senators: Carried.
The Acting Chairman: Shall the bill carry?
Hon. Senators: Carried.
The Acting Chairman: Thank you very much, Mr. Gordon.
Hon. Mr. Gordon: Thank you, Mr. Chairman, and thank you very much, 

Sentlemen.
The committee adjourned.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
March 3, 1965.

Pursuant to the Order of the Day, the Senate resumed the debate 
on the motion of the Honourable Senator Smith (Queens-Shelburne), 
seconded by the Honourable Senator Connolly, P.C., for second reading 
of the Bill C-126, intituled: “An Act respecting hours of work, minimum 
wages, annual vacations and holidays with pay in federal works, 
undertakings and business.

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 Smith (Queens-Shelburne) moved, 

seconded by the Honourable Senator Connolly, 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.

JOHN F. MacNEILL, 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS

Wednesday, March 3, 1965.
Pursuant to adjournment and notice the Standing Committee on Banking 

and Commerce met this day at 8.30 p.m.
Present: The Honourable Senators Hayden (Chairman), Beaubien (Bed

ford), Blois, Brooks, Connolly (Ottawa West), Cook, Flynn, Gershaw, Gouin, 
Isnor, Kinley, Leonard, McCutcheon, Pouliot, Power, Thorvaldson and 
Woodrow. (17).

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

Bill C-126, intituled: “An Act respecting hours of work, minimum wages, 
annual vacations and holidays with pay in federal works, undertakings and 
business”, was read and considered.

The following witnesses were heard:
Mr. Gordon G. Cushing, Assistant Deputy Minister of Labour.
Miss E. Lorensten, Director, Legislation Branch, Department of Labour.
Mr. H. S. Johnstone, Director, Labour Standards Branch, Department of 

Labour.
At 10.10 p.m. the Committee adjourned until Thursday, March 4th, at 

H-30 a.m.
Attest.

F. A. Jackson,
Clerk of the Committee,

Thursday, March 4, 1965.
Pursuant to adjournment and notice the Standing Committee on Banking 

atld Commerce met this day at 11.30 a.m.
Present: The Honourable Senators Hayden (Chairman), Aseltine, Baird, 

^aubien (Bedford), Blois, Bouffard, Burchill, Choquette, Connolly (Ottawa 
y est)> Cook, Croll, Fergusson, Gershaw, Gouin, Hugessen, Isnor, Kinley, 

arnbert, Leonard, McCutcheon, McKeen, Power, Thorvaldson, Vaillancourt, 
bite and Woodrow. (26).

n attendance: Mr. E. Russell Hopkins, Law Clerk and Parliamentary 
v°unsel.

Bill C-126, intituled: “An Act respecting hours of work, minimum wages, 
®unual vacations and holidays with pay in federal works, undertakings and 

Usinesses”, was further considered.
The following witnesses were heard:

Canadian Trucking Associations:
Mr. J. A. D. Magee, Executive Secretary.
Mr. J. Donaldson, Manager, Motor Transport Industrial Relations 

Bureau.
5
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Dominion Marine Association:
Capt. P. R. Hurcomb, General Manager.

At 1.00 p.m. the Committee adjourned.
At 2.00 p.m. the Committee resumed.
Present: The Honourable Senators Hayden (Chairman), Aseltine, Baird, 

Beaubien (Bedford), Blois, Bouffard, Burchill, Choquette, Croll, Fergusson, 
Flynn, Gershaw, Gouin, Hugessen, Isnor, Kinley, Lambert, Leonard, 
McCutcheon, McKeen, Power, Thorvaldson, and Woodrow. (23)

The following witneses were heard:
Dominion Marine Association:
Capt. P. R. Hurcomb, General Manager.
Mr. J. A. Bourne, Counsel, Shipping Federation of B.C.
Mr. John D. Leitch, President, Upper Lakes Shipping Company.
Mr. T. Houtman, Personnel Manager, Upper Lakes Shipping Company.
Railway Association of Canada:
Mr. W. T. Wilson, Vice-President, Canadian National Railways.
Mr. G. A. Richardson, General Secretary, Railway Association of 

Canada.
Mr. D. I. McNeill, Q.C., Vice-President, Personnel, Canadian Pacific 

Railway.
At 3.00 p.m. the Committee adjourned.
At 5.00 p.m. the Committee resumed.
Present: The Honourable Senators Hayden (Chairman), Aseltine, Blois, 

Brooks, Burchill, Choquette, Cook, Fergusson, Gershaw, Hugessen, Isnor, 
Kinley, Lambert, McCutcheon, Pearson, Power, Roebuck, Thorvaldson and 
Willis. (19).

The following witnesses were heard:
Railway Association of Canada:
Mr. A. M. Hand, Manager, Labour Relations, Canadian Pacific Railway- 
Mr. T. A. Johnstone, Assistant Vice-President, Labour Relations, Cana

dian National Railways.
At 6.00 p.m. the Chairman having vacated the Chair, it was agreed 

that the Honourable Senator Hugessen become Acting Chairman.
Canadian National Railway:
Mr. W. T. Wilson, Vice-President.
Mr. S. S. Chambers, General Manager of Canadian National Railways 

Hotels.
At 6.40 p.m. the Committee adjourned until Tuesday next, March 9, at 

11.00 am.
Attest.

F. A. Jackson, 
Clerk of the Committee.



THE SENATE
THE STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE
Ottawa, Wednesday, March 3, 1965.

The Standing Committee on Banking and Commerce, to which was referred 
Bill C-126, respecting hours of work, minimum wages, annual vacations and 
holidays with pay in federal works, undertakings and businesses, met this day 
at 8.30 p.m.

Senator Salter A. Hayden (Chairman), in the Chair.
The Chairman: We have a quorum. I call the meeting to order. We have 

before us Bill C-126.
The committee agreed that a verbatim report be made of the com

mittee’s proceedings on the bill.
The committee agreed to report, recommending that authority be 

granted for the printing of 800 copies in English and 300 copies in 
French of the committee’s proceedings on the bill.

Senator McCutcheon: Having got it on the record, I want to say that first 
I have a very strong objection to having committee meetings on Wednesday 
n,Sht. That is the one night in Ottawa that is supposed to be free, and a number 
°f us have had to cancel engagements in order to be here this evening. I should 
further like to put it on record that I do not think we are going to be prepared 
to do it again. It is not our responsibility that there is this—what shall I say— 
this great zeal to get this bill through, and frankly I object to breaking down 
what is tradition in this house.

A second point I would like to make is that my colleagues sitting on the 
fGft of the Speaker have a very important engagement tomorrow morning, 
^ud they will not be able to attend a meeting of this committee at that time. 
We are quite willing to attend tomorrow night, since it is not traditionally a 
ree night, and we are quite willing to meet on Friday morning, but we are 

n°t prepared to meet tomorrow.
The Chairman: We will deal with that when we come to the stage of 

^ujournment tonight. However, I would like to mention that when I indicated 
ast night that the committee was going to sit tonight you said “Don’t make it 

®ight o’clock, make it 8.30.” Therefore I made it 8.30. However, that does not 
md you to anything.

Senator Isnor: Who said that?
The Chairman: The senator who has just spoken.
Senator Thorvaldson: May I make a remark along another line before 

10 S^r^‘ * bave been in touch early this afternoon and again within the last 
minutes with people in Winnipeg who are most concerned about this bill 

d have a great interest in it, and they want to be heard by this committee, 
«fortunately, they were caught off guard completely because of the fact of this

s being sent to this committee this evening.
0r As you understand, Mr. Chairman, it would have been very easy for me, 
co ?ttlers’ to have adjourned the debate this afternoon so that it would have 
PrhinUe<* t ° m ° r r o w, and those who want to be heard would not have had the 

oblena they will have if this committee proposes to rush through its nro- 
ceedmgs too fast.

7
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I am aware of the fact that you would like to continue tomorrow morning. 
As it happens I cannot be here tomorrow morning on account of another 
engagement, and neither can these people from Winnipeg be here tomorrow 
at any time. They can, perhaps be here on Friday. I do not know if the com
mittee would want to sit on Friday, or whether, indeed, it will be possible 
to obtain a quorum on Friday.

Consequently, I have been urged to make the suggestion to the committee 
that as these people find it difficult to be here this week they might be allowed 
to make their representations next week. I say this, Mr. Chairman, because 
it was not expected by any of them that the bill would obtain second reading 
this afternoon.

I repeat that if I thought there was to be any problems of this kind it 
would have been a simple matter to adjourn the debate in the Senate this 
afternoon so that it would have had to continue tomorrow. In that event this 
meeting could not have commenced until Friday.

Having said that I will leave the matter with you because I know you are 
very concerned to see that everybody who wants to be heard on an important 
bill like this has the opportunity of being heard.

The Chairman: I should tell the committee at this stage that it is proposed, 
first of all, to go through the bill clause by clause, and obtain any explanations 
we need of any clause this evening.

Senator McCutcheon: When is the minister going to appear?
The Chairman: Tomorrow. Then, so far as the appearances are concerned, 

the Railway Associations, both CN and CP, called me about three-quarters 
of an hour ago to say that they will be here tomorrow morning at around 11.30. 
For some time the Dominion Marine Association, the Upper Lakes Shipping 
Company and the Canadian Trucking Association have been in direct touch 
with the Clerk of Committees. They are here now and are expected to be 
heard either this evening or tomorrow.

Then, there is a number of people who said that they were going to appear 
but who have now notified us that they are not going to appear. They are the 
Shipping Federation of Canada, the Shipping Federation of British Columbia, 
the Northwest Line Elevator Association and the Canadian Ship Owners’ 
Association.

That is the state of things at this moment. Any representations there are to 
be made about further hearings can be made later in the evening, I think, after 
we have gone as far as we can with the explanations of the bill.

Senator Smith (Queens-Shelburne) : May I at this moment bring to your 
attention, Mr. Chairman, the fact that there are some people here representing 
the British Columbia Shipping Federation. They have not quite decided whether 
to give evidence to the committee but—

The Chairman: Yes, the clerk had a telephone call from Mr. Taylor 
advising him that they would not appear. By that they meant that they were 
not going to submit evidence. Of course, they can still change their minds.

Senator Smith (Queens-Shelburne) : Mr. J. A. Bourne is here. He is the 
solicitor representing the British Columbia Shipping Federation.

The Chairman: If they decide they wish to be heard then they will be.
Senator Smith (Queens-Shelburne): Yes. I just thought I should bring 

that to your attention.
Senator Isnor: Is there any word from the Security Storage Company 

Limited?
The Chairman : No, we have nothing on record. I should tell you that the 

officials from the Department of Labour who are appearing tonight are Mr-
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G. G. Cushing, Assistant Deputy Minister; Miss E. Lorensten, Director, Legisla
tion Branch, and Mr. H. S. Johnstone, Director, Labour Standards Branch. 
Mr. Cushing is going to give the explanations, and if he requires any assistance 
he will call on the others.

We have provided for the Hansard report, and my suggestion is that we 
now start in to deal with the bill, clause by clause. Clause 2 is headed “Inter
pretation”. Do you think that in the definitions there is anything that requires 
explanation?

Senator Leonard : Mr. Chairman, there are witnesses here who want to 
be heard tonight, and I am wondering if we should not hear them first.

The Chairman: I think the committee should obtain some understanding 
of the bill in such an examination as I have proposed before we hear witnesses. 
That is my feeling, but I am in the hands of the committee.

Senator Thorvaldson: Many of us have been studying this bill for some 
time, and we think we know something about it. Consequently, if there are 
People here who want to be heard I do not see why we should not hear them 
how.

Senator McCutcheon: Mr. Chairman, I have had experience in sitting 
around Ottawa for some time waiting to make representations. I think we ought 
to hear the officials and the minister, and then hear the representations.

The Chairman: That is a preferred course of action, and that is the way I 
teel about it.

Senator Thorvaldson: Then I will agree to that. We shall see how we get 
along. If we have some time left by 10 o’clock perhaps we might hear one 
Witness.

Senator Kinley: You do not intend to pass any sections?
The Chairman: No, we are going to hear representations so it would be 

silly to pass any section until we have heard any representations there are to be 
Piade in respect of it.

Senator Kinley: It is just instruction?
The Chairman: Yes, education. Does the committee feel it needs any 

explanation of any of the definitions in the interpretation section?
Senator McCutcheon: Could not Mr. Cushing run through the section and 
us what it means?
The Chairman: Yes, but I am thinking of the subparagraphs. I do not think 

ueed to waste time on this. Are there any items in section 2 that you want 
Particularly to call our attention to, Mr. Cushing?

Senator Kinley: This section indicates that you can deal with a labour 
Pion or one employee. You can deal with the personnel or the union; is that it?

The Chairman: Section 2 is the definition section. It defines the terms that 
Ccur elsewhere in the bill.

Senator Kinley: Well, it says that “collective agreement” means an agrée
nt in writing between an employer or an employer’s organization—

The Chairman: That is a definition of “collective agreement”.
th' ^enator Kinley: An employer has to deal with a labour union; that is one 
, Pig, but can he also deal individually with people? If you hire a man can you 
eal with him?

•s The Chairman: We are rushing ahead now. The bill provides that if there 
a collective agreement and that collective agreement gives benefits greater 

aren this bill provides then the employees get the greater benefits; if the benefits 
e ^ss then they get the benefits provided by the bill.
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Mr. Cushing: That is right. Mr. Chairman, I draw the attention of the 
committee to subsection (e) at the top of page 2, and also to subsection (g) on 
page 2, because in them you will find the expressions “federal work, under
taking or business” and “industrial establishment” throughout all of the pro
visions of the bill, and I thought I might explain them. “Federal work, under
taking or business” covers the complete operation. “Industrial establishment” 
covers any one part of a particular operation. I think the railways might be the 
best example of this, where the federal work, undertaking or business is the 
whole railway operation, and the industrial establishment might be the running 
trades of that operation, or the sleeping and dining car service.

It might be a bit confusing sometimes where you see the words “industrial 
establishment” compared with “federal work, undertaking or business”. This 
is to define the two different parts. Naturally, of course, they appear more often 
in certain parts of the bill than in others.

The other definitions are fairly clear, I think. There is “standard hours of 
work” in subsection (1) and, of course, under Part I of the bill that means an 
eight-hour day and a 40-hour week. This is why it says it is described in 
section 5.

Senator Isnor: What about section (d), Mr. Chairman? It reads:
“employer” means any person who employs one or more employees.

I have in mind one employee of a household such as a caretaker or a gardener. 
Does one person in a household come under that heading?

The Chairman: No. First of all, it must be in relation to—
Senator Isnor: I am speaking of subsection (d).
The Chairman: But you have to look at it in relation to (e) and (g). 

It must be a federal work, undertaking or business, or it must be an industrial 
establishment.

Senator Blois: Mr. Chairman, may I ask if “industrial establishment” 
covers any industrial establishment with a contract from the Canadian Gov
ernment?

Mr. Cushing: A contract?
Senator Blois: Yes, a contract to supply anything that the Government 

might want.
Mr. Cushing: No, because if you take a look at the definition of a federal 

work, undertaking or business—
Senator Blois: Yes, I did that, but I thought there seemed to be a contra

diction.
Mr. Cushing: When you get to the application clause you will find it says: 

(a) any work, undertaking or business operated or carried on for or in 
connection with navigation and shipping . . .

and so on. When you get down to—
The Chairman: This is clause 3 that we are now looking at.
Mr. Cushing: Yes, but I wanted to make it abundantly clear that the 

operation must be upon or in connection with the operation of a federal work, 
undertaking or business.

Senator Blois: Yes, but I am thinking of a contract that someone might 
have to supply the federal Government—

Mr. Cushing: A contract for the construction of a new building?
Senator Blois: Not necessarily. I was thinking of a contract to supply 

uniforms for the armed forces.
Mr. Cushing: No.
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Senator Blois: It would not be covered?
Mr. Cushing: Not by this legislation.
Senator Blois: I have been asking about these “industrial establishments”.
Mr. Cushing: It is not covered by this legislation.
Senator McCutcheon: Mr. Cushing, in explaining subsection 3, referred to 

running trades, dining car trades, and I wonder if he would explain that a 
little bit and tell us just what he had in mind?

Mr. Cushing: We will go back to the railway operation. You have a num
ber of operations within railroading. I refer to the sleeping and dining car 
services, as a part of railroading. The running of trains is part of the rail
roading—

Senator McCutcheon: I would think it is a very important part.
Mr. Cushing: And there is the repairing of the locomotives. These are all 

parts, and it might be appropriate to define any one part of these rather than 
the whole industrial aspect. I think you will find that this will apply particu
larly when we come to clause 51 or any part of the hours of work part, where 
there is provision for the minister to defer the operations of part I to federal 
work undertaking or business, or to an industrial establishment. It might be 
that deferment would apply to one part of railroading but not necessarily to 
all railroading. This is why it is important to have a definition for part of an 
over-all operation.

Senator McCutcheon: What you are suggesting, I take it, is that under 
section 51 there might be a temporary, or even a permanent exemption for 
the running trades and the dining and sleeping car section of the railroads?

Mr. Cushing: But not to all of the railroad operation, just to that part 
of it.

Senator McCutcheon: Of course, the other railroad operations are not 
really affected?

Mr. Cushing: No.
Senator Flynn: Definition (g) says that “industrial establishment” means 

any federal work, undertaking or business and includes such branch, sec
tion or other division of the federal work . .

I understand you would consider a railway as a federal work. Would 
tiiat include any operation of a railway company, such for instance as the 
'-bateau Laurier here?

Mr. Cushing: Yes.
Senator Flynn: As a branch of the railway?
Mr. Cushing: C.N.R hotels are under federal jurisdiction.
Senator McCutcheon: You have got this great anomaly here, that the 

■hT.R. hotels have been declared a work of benefit, for the people of Canada, 
and C.P.R. hotels are not, so this will build up the greatest anomaly in the world 
?°uPled with the fact that these C.N.R. hotels rented to Hilton are not going 
0 he under this.

Senator Flynn: They said they are going to be.
Senator McCutcheon: Not the C.N. hotels that are rented.

r Senator Flynn: You mean not the Queen Elizabeth but the Chateau 
laurier?

Senator McCutcheon: It is nothing but building up the greatest anomaly.
Senator Flynn: Would you think the provincial jurisdiction would apply?
Mr. Cushing: No.
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Senator Thorvaldson: Is Senator McCutcheon right in saying that this bill 
will refer to C.N.R. hotels operated by the railway but not to C.N.R. hotels 
operated by the Hilton chain? I would like to be clear on that point.

Senator McCutcheon: I am quite clear on it.
Mr. Cushing: That is a question that has not been raised and I am not 

trying to give an answer tonight. I would like to check with our legal depart
ment.

The Chairman: That is reserved, then.
Senator Thorvaldson: I would make a comment that, if Senator 

McCutcheon is correct on that, there will be a tremendous incentive for the 
C.N.R. hotels system to divest itself of control and management of every hotel 
in its chain and turn them over to Hilton or someone else. Consequently, I 
think this is a matter of great importance, to get the legal opinion.

The Chairman: Senator, it has been noted and we will get the answer 
as to what is the interpretation intended by the department.

Senator McCutcheon: That would be a good thing for the country, because 
it is only hotels operated by Hilton that make any money.

Senator Flynn: Would you make no difference between the Hilton owned 
by the C.N.R. and one owned by the C.P.R. or, to be more precise, between 
the Chateau Laurier and the Chateau Frontenac?

Mr. Cushing: There is a difference in the legislation now, in that C.N.R. 
hotels being part of the railway system have been declared under the provisions 
of the act, as Senator McCutcheon has said.

Senator McCutcheon: C.N.R. is worked for the “general advantage of 
Canada”, and the C.P.R. is worked. So there you are.

Senator Flynn: So it would not be an interpretation of the definition 
of “industrial establishment” that would make the difference?

Mr. Cushing: No.
Senator Flynn: It is only because C.N.R. has been declared work for 

the advantage of Canada.
The Chairman: That is it.
Senator McCutcheon: Some people question whether that is a good 

declaration.
Senator Flynn: I cannot imagine—
Senator Thorvaldson: In regard to paragraph (g) “industrial establish

ment”, I would like to know for instance whether “industrial establishment” 
would include a factory that is privately owned but is devoted entirely to the 
manufacture, say of military uniforms for the Department of National Defence 
and so on?

Mr. Cushing: Not as long as it holds contracts of supply to the federal 
Government. This would be a contract for the supply of uniforms.

Senator Blois: And that would not be covered.
The Chairman: Clause 3, application of the act, will you explain that, Mr- 

Cushing?
Mr. Cushing: This is a very standard clause that appears in all labour 

relations legislation we have. It is required under section 91 of the British 
North America Act, with very minor exceptions, appears in our Industrial 
Relations and Disputes Investigation Act, the Equal Pay Act, the Annual Va-

The Chairman : You mean the existing Annual Vacations Act?
Mr. Cushing: Yes, the existing Annual Vacations Act.
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Senator McCutcheon: I would like Mr. Cushing to direct his attention to 
subclause (3) of clause 3 of the bill and ask him why he makes Mr. Nix, Chair
man of the Bank of Nova Scotia, an underprivileged person who is allowed to 
work more than 48 hours a week.

Mr. Cushing: I think it is generally accepted in labour standards legis
lation of this kind that it does not apply to management or superintendents. 
Similar provision applies in provincial legislation. There is a recognition, I 
think, of management rights and it might be rather difficult to administer this 
type of legislation if it were to apply to managers and superintendents, and 
the presidents of banks, and so on.

Senator McCutcheon: You mean, you could not help them thinking while 
they are at home at night.

The Chairman: I will report to Mr. Nix your great interest in his welfare. 
Senator McCutcheon: Thank you.
Senator Flynn: The witness has indicated that this delegation of the juris

diction of the act is the same as that which appears in two or three other acts, 
which is true. My first question is this. The main difference would be in para
graph (p)—banks do not appear, I understand, in industrial disputes?

Mr. Cushing: I do not believe banking appears in the Industrial Disputes 
Investigation Act, which was the first legislation of this kind, but it does appear 
m subsequent legislation.

Senator Flynn: Regarding paragraphs (a), (c) and (d). Do you think 
these paragraphs could not be better drafted? There is certainly repetition in 
these. Furthermore, I think there is a grey area there. You will note “for or in 
connection with navigation and shipping”—stevedoring, for instance—shipping, 
things like that—where do they get into the definition of navigation?

Mr. Cushing: I think I would ask Miss Lorentsen to reply to this as she 
dealt with this part of the act.

Miss Lorentsen: These terms are kept in the same language as they are 
ln the I.R.D.I. Act—for one reason—because it is very close to the language 
cf the B.N.A. Act, and for another, because the I.R.D.I. Act was referred to the 
Supreme Court of Canada as to its validity, in 1955. These are the terms that 
he court considered at that time and found within the powers of Parliament; 

s° it seems appropriate to keep these words even though there is, as you say, 
s°me duplication here.
_ Then you asked the question how far this goes in connection with shipping.

e know it includes stevedores. That was certainly established in that case, 
jf'd in general it must include other services closely connected with shipping.

Would not go so far, I think, as to cover building of ships, or such remotemings.
Senator Thorvaldson: It would include stevedores?
Miss Lorentsen: Yes, it would.
The Chairman : I think that was a direct question resolved in that refer

mée. was it not?
Senator McCutcheon : With regard to subsection (/), what will that do 

0 the commentators on the C.B.C.?
The Chairman: I would expect that they are doing better than this min

imum rate.
Senator McCutcheon: Everybody is doing better—90 per cent of the 

People are doing better than these minimum wages. We are not talking about 
that. I am talking about their hours of work, and standard holidays.

The Chairman: It is part of the bill.
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Senator McCutcheon: It is part of the bill, but I am not concerned about 
that part of the bill.

The Chairman: What about hours of work in relation to item (f) ?
Mr. Cushing: The Canadian Broadcasting Corporation will be covered by 

the provisions of this legislation as an employer.
Senator McCutcheon: That will raise the question of the amount of money 

we will have to provide for the C.B.C. to spell off these announcers and com
mentators.

The Chairman: Do they work eight hours a day?
Senator McCutcheon: I suspect that some are on duty much longer than 

that. Again, has Mr. Cushing anything to say on that?
Mr. Cushing: Well, we have not gone into any great detail with the Cana

dian Broadcasting Corporation, nor have they come forward to the department 
with their problems. So at this particular moment I cannot say whether any 
difficulties as to hours have arisen or not. However, there are within the provi
sions of Part I—Hours of Work—two or three methods to resolve their prob
lem if they are working in excess of the eight hours a day and 40 hours a week, 
but not on a continuous basis; in other words, intermittently. They might work 
12 hours one day, and five hours the next, and there is provision under clause 
5(2), of course, that this can be averaged out.

The Minister of Labour has already announced that for some types of work 
it will require averaging at least up to a year. The provisions of clause 5(2) 
state that hours of work can be averaged over two or more weeks; so there is 
no limitation, and presumably it could go on for a full year. This would be one 
way in which the Canadian Broadcasting Corporation could resolve some of 
the problem and possibly save themselves overtime pay.

Senator McCutcheon: Does the averaging save them overtime pay?
Mr. Cushing: Yes. If they were to work 50 hours one week and 30 hours 

the next week, and averaged this out to 40 hours for each week, there would 
be no overtime required, and they could do this up to a year, as the minister 
announced. This would be a method of saving overtime pay, if this could be 
used. It also might be that the Canadian Broadcasting Corporation, or the radio 
industry as a whole, might wish to avail themselves of clause 51 and make rep
resentation to the minister requesting a deferment and possibly also an in
quiry which might require a deferment or suspension of Part I—Hours of Work 
—for the industry as a whole, and this could be handled either by an individual 
employer or an industry.

So there are certain provisions within the bill that an employer or an in
dustry can use to their advantage in relieving their problems under Part I— 
Hours of Work.

Senator Thorvaldson: May I ask a question on that point? Parliament has 
legislated in regard to these matters. So you are suggesting that under section 
51 there might be relief. I suppose it is common ground that on this question 
it is merely the minister who makes the decision in that event?

The Chairman: No. There is provision for an inquiry, in which you set up 
some person with full powers under the Public Inquiries Act, and he reports 
to the minister, and then the minister gives his recommendation.

Senator Thorvaldson: Perhaps I might suggest that this committee con
sider whether the recommendation should not be made by Parliament.

The Chairman: Well, we will come to that. I think section 51 will deal 
with that.

Senator Flynn: Probably it is a question of semantics, Mr. Chairman, the 
reason why they did not change the wording of the previous act. But does not 
a radio broadcasting corporation include a television station?
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Mr. Cushing: Miss Lorentsen can answer that in connection with the 
Broadcasting Act.

Miss Lorentsen: Radio broadcasting is a scientific expression which in
cludes television, transmission of pictures and sound, and you find that defined 
in the Radio Act and in the Broadcasting Act to mean the dissemination of 
any form of radio electric communication. So I think there is no question that 
the term covers both radio and television.

The Chairman: Senator Thorvaldson?
Senator Thorvaldson: My question is this. I think it is well known that 

there are many people employed in radio and television—let us say the C.B.C. 
—for various hours. I think it is probably common ground that the really 
high salaried people and valuable people do not limit themselves to eight 
hours a day and vacations, that they get their salaries and reach their status in 
the companies for which they work because of their value as skilled people, 
producers, and so on. What would be the situation in regard to those people 
who work much longer than eight hours a day and earn those good salaries? 
Under the bill, how will that be dealt with, and under what heading will it be, 
When it comes to management and people who work more than 40 hours a 
Week and want more pay?

Mr. Cushing: Most of those people might be in the position of exercising 
management function. ,

Senator Thorvaldson: No; I am not speaking entirely of those. We must 
recognize that there are hundreds of people with the C.B.C. who have nothing 
to do with management function, but are in salaried brackets of anything 
from $15,000 to $30,000 or $40,000, because they are valuable people to the 
corporation.

The Chairman: I think in Part II that is covered by regulations. I am not 
saying that you could deliberately write a regulation and say somebody is a 
manager, who does not perform that function; but within certain limits the 
regulations could delimit the number who would be out from under the word 
“management.”

Senator Smith (Queens-Shelbume) : Would that not be taken care of
by (b)?

The Chairman: Except that (b) deals with professions.
Senator McCutcheon: No. The Chairman and I do not regard these people 

as professionals.
Senator Thorvaldson: In reply to the Chairman, I am not very happy 

ab°ut seeing those things dealt with through regulation.
The Chairman: All I said was that within limits the problem could be 

cjealt with by regulation; but it may pose other problems and we may have to 
eal with this bill again when we run into a lot of the problems.

Senator Flynn: I have one last question, Mr. Chairman.
The Chairman: Do not say “last question,” because you can ask any 

question you like.
j Senator Flynn: Thank you. In connection with the paragraph “any bank,” 

think the witness has indicated that this was an addition to the definitions 
the area of the other acts that deal with the federal field in matters of 

ab°ur relations.
j . Mr. Cushing: Only the Industrial Relations Dispute Investigations Act. 

1 *s in the Equal Pay Act and the Annual Vacations Act.
Senator Flynn: If this would not be mentioned it would be covered by 

Provincial legislation in relation to the minimum wages or conditions of work?
Mr. Cushing: No, it would not be covered by any legislation.
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Senator Flynn: That is your opinion?
Mr. Cushing: This has been tested in the courts also, where some of the 

provincial governments have tried to apply their labour standards legislation 
to classes of employment coming under federal law, and this has failed.

Senator Flynn: Would you indicate whether this has been applied in the 
case of a bank?

Mr. Cushing: If you will let me look at my cases that have been referred 
to in the courts. I do not know whether banking has even been tested or not. 
I do not think it has. No, banking has not been tested in the courts.

Mr. Flynn: I do not think you would go as far as saying it is essential to 
banking legislation to provide for minimum salaries of bank clerks?

Mr. Cushing: The banking industry will be the most affected by the wage 
section of this bill, from the surveys we have taken.

Mr. Flynn: I know it may be, but it will not change the banking system 
of Canada for all that.

Senator McCutcheon: May I ask a question, Mr. Chairman? Is it the 
opinion of Mr. Cushing that this bill, if passed, will apply to the Canadian 
Permament Trust Company and will not apply to the Montreal Trust Company?

Mr. Cushing: I do not think it will apply to either, Senator McCutcheon.
Senator McCutcheon: I am just asking, are you saying this will not apply 

to federally incorporated trust companies and insurance companies?
Mr. Cushing: Right.
Senator McCutcheon: You say it will not?
Mr. Cushing: It only applies to those banks that come under the Bank Act.
Senator McCutcheon: I am talking about trust companies.
Mr. Cushing: No, it does not apply to trust companies.
Senator McCutcheon: It does not apply to trust companies and insurance 

companies, notwithstanding the fact they are incorporated by federal legislation?
Senator Leonard: Or any other federally-incorporated company?
Mr. Cushing: This is what we have been advised.
Senator McCutcheon: Then we might ask the minister about that.
The Chairman: I do not think the mere mention of a private bill here 

incorporating a company to do something or other brings all the employees of 
that company under this legislation, without specific reference to it.

Senator McCutcheon: I will reserve that question, Mr. Chairman.
The Chairman: This was not a judgment I gave.
Senator Thorvaldson: Mr. Cushing has just said this bill would have a 

greater impact on banks and their employees than any other group in Canada. 
Might I ask this question: Is part of the reason for the bill, then, that banks 
have not been treating their employees fairly—in other words, that bank em
ployees generally have not been paid at the rate of the minimum wage of 
$1.25 and that their hours of work are too long? Mr. Chairman may not deem it 
fair of me to ask that question of Mr. Cushing, and if so, you can disallow the 
question.

The Chairman: I would think the question is: Why did he say it might 
have that impact?

Mr. Cushing: Just on matters of wages. We were talking about wages at 
the time. I do not mean to imply that all four parts of the act apply more 
strongly to banks, but just the wage clause.

The Chairman: And hours of work?
Mr. Cushing: No, just the minimum wage.
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Senator McCutcheon: I did not get that.
The Chairman: The witness indicated this bill might have greater impact 

on banks than any other group with respect to the minimum wage.
Senator McCutcheon: I want to come back to my previous question. There 

is a broad, general statement here that:
This Act applies to . . . the operation of any work, undertaking or 

business that is within the legislative authority of the Parliament of 
Canada . . .

There is a bill that is going to come before us—I think it is public knowledge— 
Probably next week, where it is very clear that the federal Government is 
saying to Senator Leonard’s trust company, “Your shares may only be registered 
with certain people” and so on. And, of course, the Montreal Trust Company, 
the Royal Trust Company and a number of others I could mention are outside 
our jurisdiction. I am asking Mr. Cushing again: Does this bill apply to 
federally-incorporated trust companies and insurance companies, because in 
this other bill, which I believe is about to get third reading in another place, 
it is made very clear that it does apply, and the only basis of jurisdiction can 
he that it is assumed by the Government to be within the federal jurisdiction.

The Chairman: Mr. Cushing has answered to that already. Have you any 
reason to change your answer?

Mr. Cushing: No. I am not a lawyer, Mr. Chairman, but this is what we 
are advised by the Department of Justice and also by our own departmental 
solicitor.

Senator Blois: Judging from what I have heard, it would seem to me that 
a very junior clerk, male or female, going into a bank would have to start at 
a salary of not less than $2,500 a year. Isn’t there any way in which when they 
are starting their employment, in the first two or three months, they can be 
Paid other than the same as someone who might have been there three years? 

seems to me rather an unfair situation.
Mr. Cushing: It is a minimum wage law, and it is quite conceivable the 

Person who has been there two or three years is earning more than that 
Painimum.

Senator Blois: But supposing they are not. I might explain it would seem 
0 uie that in any type of business, usually a person going in and being trained 

d taught the business starts at a very much lower salary than those who have 
een there for one, two or three years. But as I understand the act the very 
nior clerk—it may be someone running errands, a runner—he will get the 

tw*16 amount °f Pay on the day he starts as someone who has been there for 
0 °r three years, under the act.

The Chairman: The act just deals with a minimum wage.
Senator Blois: The minimum wage will be $2,500 a year.
The Chairman: Well, let us assume it is. If any person is getting $2,500 a 

ar they would be in line with the requirements of this act.
Senator Blois: But there is no regulation that for the first few months 

VvUh? ^ey are being trained, they will get less—they must get this to start

r Mr. Cushing: I think when we get to clause 14, which is the writing of 
filiations applying to the minimum wages part of the bill, you will find under 
P) there is provision for:

exempting, upon such terms and conditions and for such periods, as are
considered advisable, any employer from the application of section 11 in
respect of any class of employees who are being trained on the job, if 

21838—2
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the training facilities provided and used by the employer are adequate 
to provide a training program that will increase the skill or proficiency 
of an employee.

As long as an employer could justify that under the training program he 
was doing those things, there is provision here for a lower rate.

Senator Thorvaldson: In other words, the minister is the final arbiter? 
He is the one who will be entitled to make regulations, so that he will be the 
final arbiter as to whether a bank or certain branch of a bank has sufficient 
training facilities for a 17-year old clerk?

The Chairman: No, it is the Governor in Council, and not the minister.
Mr. Cushing: The Governor in Council makes the regulations.
The Chairman: You have approved so many bills with that clause in it 

that it is a little late now to object.
Senator Thorvaldson: I realize that a lot of questions we are asking tonight 

are ones that are entirely unfair to ask of these particular people.
The Chairman: Shall we look at clause 4 now?
Senator Isnor: Am I to understand that under (g) of clause 3, this applies 

to a greater extent to banks than any other industry on a comparative basis? 
I am going to ask you whethér the trucking industry is included in your state
ment.

Mr. Cushing: No, I think we were talking about the minimum wage pro
vision when the question was asked, what effect would minimum wages have 
on industry. I am sorry if I have mixed up the committee on this. From the 
surveys taken by the Department of Labour it was found that in banking there 
were more employees receiving less than $1.25 an hour than in other industries, 
so that the wage section of the bill, that is Part II, would have more application 
to banks than to other types of industry coming under this act as a whole.

The Chairman: Clause 4, shall we look at that? What have you to say 
about that, Mr. Cushing?

Mr. Cushing: I think you remarked on this earlier that the provisions of 
the bill apply. However, if there are customs or practice or a collective agree
ment in effect which provide higher standards than the legislation, then the 
higher standards apply.

Senator McCutcheon: This is the “heads I win, tails you lose” section.
The Chairman: You are not suggesting that is the title we should Put 

on it?
Senator McCutcheon: I am not suggesting that at all.
The Chairman: Part I, page 4, clause 5.
Mr. Cushing: Clause 5 deals with what are called the standard hours of 

work—an eight-hour day, 40-hour week. And 5 (1) recognizes the principle of 
the 40-hour week. Clause 2, as we discussed earlier, provides that where the 
nature of work in an industrial establishment has irregular distribution 
hours, then the regulations may be written to average the hours. That is the 
hours of work over a period of two or more weeks.

Senator Brooks: Does this apply to stevedores in Halifax and Saint John-
Mr. Cushing: This can apply to any work or undertakings coming unde1" 

this particular legislation.
Senator Brooks: I understand if they work 2,000 hours a year, that is 

hours a week and overtime enough to give them 2,000 hours, that is considers 
a year’s work, is that correct?

Mr. Cushing: Two thousand and eighty hours is a full year’s work.
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Senator Brooks: There is another point in that connection. We have the 
Unemployment Insurance Act. I know these men work over a period of four 
months long periods running close to 1,000 hours. When they stop they get un
employment insurance. Does that not mean that there would be a conflict be
tween this act and the Unemployment Insurance Act?

Mr. Cushing: There would not be any conflict, but the responsibility on 
an employer under this legislation would require that he retain that employee 
on his employees’ records, if he wanted to take advantage of the averaging 
principle. And of course if the employee were retained on the records as an 
employee then he is not eligible to draw unemployment insurance.

Senator McCutcheon: This may solve one of our problems.
Senator Brooks: Supposing he is not retained and in four or five months 

he puts in time enough to get a year’s salary, can he go on unemployment 
insurance for the rest of the time?

Mr. Cushing: He could do that but the employer would be required to pay 
him overtime for the hours he worked in excess of the normal hours he should 
have worked each week.

Senator McCutcheon: I wonder if that has been explained to the labour 
Unions.

Senator Flynn: Do, you suggest there will be exceptions granted to steve
dores with respect to the maximum of 48 hours a week provided in subsection 

of clause 5?
Mr. Cushing: Maximum hours, yes. The Minister of Labour has indicated 

that stevedoring will likely require overtime permits.
Senator Flynn: In the St. Lawrence ports their busy time is in the sum- 

^ler, and in the Maritime ports the wintertime is their busy time. Can they 
draw unemployment insurance during the dull season?

Senator McCutcheon: Mr. Cushing is saying that—and we will take steve
doring as an example—if a man has put in over a period of eight months, or 
°Ver a shorter period, his 2,080 hours, then either his employer has got to 
£*ay the extravagant penalties extracted by this act or he cannot draw unem- 
Edoyment insurance. Is that what you are saying?

Mr. Cushing: He must be retained on the employer’s payroll as an 
eruployee.

The Chairman: Clause 6.
g Senator Leonard: I want to be clear on this. I take it the penalty in this 

ction 5 is on the employer only, is that correct?
Mr. Cushing: Yes.
Senator McCutcheon: All the penalties in this act are on the employer 

°hly.
lik ®enator Isnor: Mr. Cushing, the minister must bear in mind that in ports 

e Halifax and Saint John we have only a matter of five months’ employ- 
a That means the men are only allowed to work 1,040 hours in that area. 
*1 right in that? Then they must go on unemployment insurance or be kept 

hy the employer at his risk of overpaying them? 
f Mr. Cushing: Well, regulations could be written for stevedoring in Hali- 
reX to average for a shorter period of time than 12 months, but this would still 
tQ quire the employer to retain the employee over the period of time sufficient 
}f average out. That is it would have to average out at a 40-hour work week 

ae wanted to save the cost of premium pay for overtime hours. Perhaps I 
in°Uld say ^is, however, that from our investigation of collective agreements 

sievedoring, it is not going to be a cost factor because I think most collective
uements now carry overtime pay after five o’clock irrespective of the hours 
21838—
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of work on that particular day, and the stevedoring companies have indicated 
to us there is not a problem of overtime pay. There would be a problem of 
excess hours or maximum hours, and the Minister of Labour has already indi
cated that ports such as Halifax and Saint John will require overtime permits, 
under the provision of clause 9, during the winter months, and it may be that 
ports on the St. Lawrence will require overtime permits in the fall when the 
rush is on to clear up the shipping season. But there are provisions in clause 9 
for the granting of permits, and also provision in clause 10 for the working of 
overtime without a permit.

Senator Brooks: These men working overtime are not limited to 48 hours.
Senator McCutcheon: They have to average.
Senator Brooks: I know, but the average is not going to be very high. 

Is that the limitation?
Mr. Cushing: If there is an overtime permit. The Minister of Labour can 

grant a permit for more than 48 hours. There is no limit to it in general 
terms—if I might draw your attention to clause 9, subsection 2:

(2) No permit may be issued under subsection (1) unless the 
applicant has satisfied the Minister that there are exceptional circum
stances to justify the working of additional hours.

Senator McCutcheon: But it is only by permit.
The Chairman: That’s right.
Senator Flynn: In a harbour where you have a 24-week season, the 

maximum numbers of hours worked at the regular rate would be something 
like 960 hours. After 960 hours they would be paid overtime.

The Chairman: You mean by virtue of their collective agreement?
Senator Flynn: By virtue of this act. Forty hours for 24 weeks makes 960.
The Chairman: But the employer under section 9 can apply to get a 

permit.
Senator Flynn: A permit to go over 48, but not to pay the regular time 

after 40 hours a week.
The Chairman: If he can succeed in averaging out to 2,080, it would 

be regular rates.
Senator Flynn: I don’t think so.
Mr. Cushing: If he could average his hours out to 2,080 per year and 

keep the employee on his records, he could save the cost of overtime.
Senator Flynn: You mean he could work 2,000 hours in six weeks at the 

maximum rate of $1.25.
Mr. Cushing: The committee might be interested in knowing that the 

highest hours of work in the port of Halifax last year for one man amounted 
to 2,893 hours. That was the highest there was. The averages over the whole 
year range all the way from 2,577 hours down to as low as 792 hours. The 
Shipping Federation of Canada was very good in providing us with a great 
amount of information on hours of work, particularly at the east coast ports 
and the St. Lawrence ports.

Senator Isnor: When you speak of the employer, Mr. Cushing, I poird 
out that there is really no employer so far as the stevedores are concerned- 
They are simply called in as gangs from time to time from the longshoremen5 
association.

Mr. Cushing: This stevedore is the employer, and the longshoreman is 
the employee. I am not sure of this, but from talking to our friends in the 
industry I understand this is the relationship between employer and employ66-
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Senator Isnor: I think there might be two so-called employer companies, 
but the great majority of the stevedores come under the union, and they are 
simply called in as Gang 1, Gang 2, Gang 3 and so on.

Senator Brooks: I think it is the stevedore who get fees from the steam
ship company and he hires the men.

The Chairman: Shall we go on to clauses 5, 6 and 7?
Senator Thorvaldson: On the question of stevedores, do you know what 

the hourly rate of stevedores in Halifax is at the present time?
Mr. Cushing: At this moment, I am sorry I cannot tell you. I have not 

their collective agreement here.
Senator Thorvaldson: I wonder if under collective agreements or other

wise it is over or under $1.25?
Mr. Cushing: It is certainly well above. The hourly wage of the whole 

stevedoring industry is certainly well above $1.25. I do not think they are 
Worried about the wage section.

Senator Thorvaldson: So under this bill the Halifax situation would be 
largely under the permit system in section 9?

The Chairman: And/or averaging.
Mr. Cushing: If they want the provisions of section 5(2) they may have 

them.
The Chairman: What have you to say about clause 7, scheduling hours 

of work?
Mr. Cushing: This merely points up the entitlement of at least one day 

rest per week, Mr. Chairman. It provides again that there will be regulations 
°r the accumulation of these days off. I am sure that this committee is aware 
hat there was an amendment to this clause in the house, because it is the 

Practice in the shipping industry to accumulate days of leave and take them 
at the end of a trip or at the end of a season. Clause 7 will permit this.

The Chairman: Clause 8, overtime pay.
Senator McCutcheon: I should like to ask a question on this, Mr. Chairman.
The Chairman: Yes, go ahead.
Senator McCutcheon: This is a bill respecting hours of work and mini- 

I hm wages. One of the great objections I have to it, and which I will come to 
er when we get to the proper section, is that it cuts right through the heart 
negotiated labour contracts—those that have been negotiated with powerful 

, lQns. If i read this correctly we are now saying that notwithstanding collective 
^gaining and so on, when the employees are required or permitted to work 
on 6Xcess standard hours of work they shall be paid at a rate not less than 

e~and-a-half times the regular rate.
,j0 The Chairman : I am wondering whether “regular” is meant there, or 

es h mean the minimum rate?
f)e Senator McCutcheon: It should be the minimum rate, so far as I am aware, 

cause I know of people who get $4 an hour. Suppose they get $5 an hour
nf ^ey work overtime. I do not think it is our policy to enter into this sort 

1 thing.
is h ?enat°r Flynn: We are going to get into another problem. Somebody who 

eing paid $2.50 an hour will not want to make overtime, 
hnd ^enator McCutcheon: The man who is getting paid $2.50 an hour is 
Uni 0ubtedly in a good bargaining position. We must not cut through all the 

°n aSreements.
pu Chairman : If I might interrupt, Senator, it seems to me that the

0se of this legislation at this point is that either an employee gets the
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benefit of the minimum rate or, if he has an agreement, he gets the benefit of 
the better rate in the agreement, but you cannot cut across both.

Senator McCutcheon: No. Well, this section 8 does cut across both.
The Chairman: It may. What have you to say, Mr. Cushing?
Senator McCutcheon: Suppose I am getting $3 an hour. Are you going to 

legislate that I should get $4.50 for overtime?
Mr. Cushing: That is what this particular clause says.
Senator McCutcheon: That is all I want to know. I object to it.
The Chairman: We know what it says.
Senator McCutcheon: We will reserve that.
The Chairman: We are not passing any of them tonight.
Senator Thorvaldson: I should like to follow that up, particularly where 

you suggested, Mr. Chairman, that the effect of the legislation was that in fact 
the employee would get at least the benefit of section 8 or the benefit of the 
provisions of the union agreement.

The Chairman: No, I did not say the benefit of section 8. I am concerned 
about the use of the word “regular” in section 8. What I said was that I thought 
the scheme of the legislation was to provide that an employee either gets the 
benefit of the minimum rate and if he worked overtime he would get one and 
a half times that rate, or he is entitled to the benefit of his collective agreement 
if it gave him more. I thought those were the two approaches.

Senator Brooks: The minimum rate might be less than the regular rate of 
pay he is getting.

Senator McCutcheon: Then he gets the minimum.
The Chairman: “Regular” is the word that bothers me.
Senator Thorvaldson: My question in respect of section 8 to Mr. Cushing 

would be this: Would a union agreement supersede...
The Chairman: Yes, that is in clause 4 that we have already discussed.
Mr. Cushing: It would supersede it, Mr. Chairman, if the collective agree

ment provided the higher premium rate of pay for overtime hours.
Senator McCutcheon: But under section 8, if the union agreement provides 

for $3 an hour for regular work and $4 an hour for overtime, the employer 
will be forced to pay $4.50 an hour, and I do not think that that was ever 
intended, or should be intended.

The Chairman: We have noted that one, Senator. Clause 9; we have talked 
so much about this already that I am wondering if there is anything else the 
members of the committee want to ask about it. This concerns overtime permits. 
Are there any further questions on it?

Senator Thorvaldson: Yes. I just want to ask Mr. Cushing whether in 
regard to the question of overtime permits as provided for in section 9 he has 
made any calculation of the additional staff that will be required in the Depart
ment of Labour to deal with its provisions.

Mr. Cushing: Well, not specifically with respect to section 9.
The Chairman: Well, say, the whole administration.
Mr. Cushing: Yes, in the whole administration. There will have to be 

additional staff for the whole administration of this legislation.
Senator Thorvaldson: I was not asking that in a critical way at all. I waS 

just wondering if you could give a general picture of the administrative situa' 
tion, because I think we are all aware of the fact that the labour departments 
of the provinces have very considerable administrative staffs, but nevertheless 
here we have a situation where your administration will have to extend to the
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ten provinces of Canada. There are enormous distances to be covered, and also 
a great variety of industries. I am wondering if you could give us any picture 
of the administrative problem posed by section 9.

The Chairman: Do you mean in numbers, senator—the additional numbers 
of staff that may be required?

Mr. Cushing: We anticipate adding about 35 employees to the Department 
of Labour, plus the 23 that are presently in the Labour Standards Branch, but 
this branch will, as well as administering the Canada Labour (Standards) 
Code also have to administer the Fair Wages and Hours of Labour Act, the 
Equal Pay Act, and it provides a service to the Treasury Board in the admin
istration of the prevailing rates regulations under the Financial Administration 
Act, so it is not just a matter of administering one piece of legislation. There 
are now in that branch three very important functions, and this will be an 
additional function.

The Chairman: It means about 35 more people?
Mr. Cushing: Approximately 35 more. This is what we anticipate. Mr. 

Chairman, let me try to be more exact. Mr. Johnstone, who is the director of 
the branch, says that I am shooting a little high, but I have a memo here some
where of the amount of administration that is anticipated.

Now, we have a provision in our Fair Wages and Hours of Labour Act, 
which is similar to this provision, for granting overtime permits. This is on 
Government construction work. Here we grant permits, an average of about 
200 to 225 per year, which is about 10 per cent of the total projects that come 
under the Fair Wages and Hours of Labour Act per year.

The Chairman: Is the figure of 35 higher or lower?
Mr. Cushing: Thirty-five additional positions have been projected as neces- 

sary, together with the present establishment, to administer the new Labour 
(Standards) Code. As well as a headquarters staff in Ottawa, it is planned to 
have field offices located in the main centres across Canada. Initially, these will 

in nine different locations, and inspection will be undertaken by staff from 
the field offices.

Therefore, there will be a total complement in the Labour Standards 
ranch of about 55 people.

Senator McCutcheon: What province are you discriminating against?
Mr. Cushing: I hope you do not expect me to answer that.
The Chairman: That is a leading question.
Senator Isnor: Still on clause 8, is there any provision for Sunday over- 

lIne in addition to the regular time and a half?
Mr. Cushing: No. Sunday time will be the same as any other overtime 

lf it is in excess of the 40 hours a week.
Senator Isnor: Are Sundays and holidays the same?
Mr. Cushing: Holiday time is on the principle of time and a half plus 

the regular holiday pay. We will come to that under part IV.
The Chairman: Clause 10 emergency work. This is a special situation?
Mr. Cushing: It should be mentioned here that Senator Thorvaldson

raisedfor ~ a tuestion about anticipating a heavy load under clause 9. It is quite 
ti ,Gseeahle that a lot of the overtime would be short-term overtime, and
thi:vuls of course will come under clause 10, for two or three reasons accident 
t0 machinery or equipment, urgent and essential work to be done to xnachmery^ 
>ipment or plant, or other unforeseen or unpresentable circumstances This 
s Pretty broad and I would anticipate that employers might use this The 
requirement of course is that they report this overtime to the Minister of 
haboUr within 15 days after it has taken place.
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I had a discussion yesterday, for example, with some of the stevedoring 
companies. When a ship comes to port and it is required to be unloaded rather 
quickly and loaded again to get it out without having to pay demurrage—I 
understand that, as well as in the railways there is a fairly heavy fee—it may 
be that they would want to invoke clause (c) of clause 10, “other unforeseen 
or unpreventable circumstances”.

Senator Flynn: This is strange, because delay of a ship is certainly not 
unforeseeable or unpreventable. While preventable, it is not unforeseeable. 
A storm may hold it up.

Senator Brooks: It may be a storm that holds it up.
Senator McCutcheon: What about shipping that is on schedule, that comes 

in at 10 o’clock at night and wants to turn out again at 3 o’clock in the after
noon. That is not unforeseeable. It is foreseeable. That is what they set them
selves out to do.

The Chairman: It would not qualify under 10.
Senator McCutcheon: WTe had better put in another clause.
The Chairman: I think we have.
Mr. Cushing: No. If they are experiencing this as a common occurrence, I 

presume the industry would want to apply for a permit under clause 9 for 
a period of time. In the port of Montreal, for example, they might find in the fall 
rush, that they will experience quite a bit of this type of overtime. They would 
be much better off in getting a permit for 90 days or 120 days for overtime 
above the maximum. That would be what they would do.

Senator Thorvaldson: Supposing the Empress of Britain or the Empress 
of Canada, under federal jurisdiction, arrived in Montreal and had an explosion 
in the boiler room—ordinarily, before this legislation, one would think the 
owners would take every step to employ all the people they could get, in order 
to get the vessel in condition to move again as soon as possible. Whereas now, 
under the provisions of this bill, instead of making contracts with people to 
do such things, they will, under this bill, become involved in ministerial routine, 
they will have to comply with section 10.

The Chairman: All they have to do is, if there is an accident, do the same 
as always, but they must report within 15 days from the end of the month in 
which these extra hours were worked.

Senator Thorvaldson : That is fine, if that is all they have to do.
Mr. Cushing: I imagine they would do exactly the same as always.
Senator Thorvaldson: If they do not have to plead with the minister, if it 

is just a matter of reporting?
Mr. Cushing: Yes.
Senator Thorvaldson: That is satisfactory.
The Chairman: Part II, at the top of page 6, clause 11, what have you to 

say on minimum wages?
Mr. Cushing: This establishes minimum hourly wages of $1.25, unless 

there are exceptions made. We discussed briefly, at an earlier stage, that ex
ceptions can be made under the regulations. Also, exceptions occur under 
clause 13 for the employment of handicapped or disabled persons. Also, ex
ceptions can be made under clause 12 for the employment of persons under the 
age of 17. Generally speaking, the $1.25 prevails, unless there are exceptions 
under certain provisions.

Senator McCutcheon: In clause 11(2) “where the wages of an employee 
are computed and paid on a basis other than time or on a combined basis 
of time and some other basis...,” would Mr. Cushing explain what this 
means?
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Mr. Cushing: I will ask Miss Lorentsen to explain.
Miss Lorentsen: It is intended to deal with such situations as a wage 

paid on a mileage basis rather than on a time basis.
Senator McCutcheon: Are you thinking of railways, running trades of 

the railways?
Miss Lorentsen: Yes. Trucking is one example. It is necessary to de

termine some relationship here. There would be no problem except in relation 
to people earning around $10 a day. If people are paid on a mileage basis and 
are earning much more than that, the question will be very easy to settle as 
to whether the payment is equal to what is required under the act or not. 
There would be some cases where it will be necessary to determine the rela
tionship between the mileage rate that is being paid and the time rate.

Senator McCutcheon: Thank you very much. I would not think you 
Would have much difficulty there.

Senator Kinley: A man who is on piece work would be thinking of what 
he can produce during the day. If he is earning $10—on piece work he will 
earn more than that—you will pay him what he makes?

Mr. Cushing: You would want to compute his piece work earnings to an 
hourly rate, to divide the number of hours he worked into his piece work, to 
See whether he was getting the minimum wage or not.

The Chairman: There is no problem there?
Mr. Cushing: No.
Senator Leonard: I wonder what the answer is to Senator Macdonald’s 

Question in the chamber today, in relation to the age 17.
Mr. Cushing: The main reason here is that the school leaving legislation 

hi most of the provinces now provides for 16. Also, a study of the last census of 
Canada indicated the number of those in the 15-17 year old bracket in 
employment. Also, it may be that the minister could more appropriately 
answer this, that is policy as to what is the right age for people to be going 
to work in Canada, unless there are special provisions in the legislation for 
ernployment at an age younger than 17.

Senator Blois: In a great many of the provinces, such as my own, the 
school age is 16, and therefore anyone can employ a boy of that age. I am 
pondering why the age of 17 is mentioned in the bill; because, particularly 

Nova Scotia, a great many of the boys leave school at 16—they are not good 
? L|dents and will not attend school. Under this measure, however, they will not 

6 ®ble to work. What will they do in that year, get into trouble?
The Chairman: They could still work, but if they went into a class of 

J-Uployment covered by this bill they would not be able to demand the 
miuimum rate.

Senator Blois: But they could still work at the minimum rate.
The Chairman: They could work at any job they could get. There is no 

°hibition to getting a job under this legislation.
Mr. Cushing: They could not be employed under this legislation. 

i The Chairman : No. Let us back up and start over. I am saying that if a 
r'K of 16 years of age leaves school, he is not therefore violating any school 
j^ovision. He can get a job and is entitled to whatever pay he can get, but 

e d°es not get any benefit under this bill. He cannot work in any category 
c°vered by this bill, but there are lots of other jobs.

Senator McCutcheon: That is right. Really, this bill is not very important, 
• Chairman; that is the point, and you have admitted it.

The Chairman: I have admitted nothing, senator.
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Senator Smith (Queens-Shelburne) : Perhaps Mr. Cushing could com
ment on section 12, with regard to employing a boy under the age of 17.

Mr. Cushing: Well, again, Mr. Chairman, regulations can be set up to 
permit the employment of those under 17 years of age, and presumably this 
would be in certain types of employment where there would not be any hard
ship to a boy under 17 to be working in that type of employment. It might 
be restricted, for example, to mining—that you could not put a boy in a mine 
under 17, or maybe any other type of employment. It might also permit, for 
example, summer employment, part time employment after school and week
ends, and employment of the type which would not be injurious to the health 
of the boy.

Senator Brooks: What about the boy of 13 or 14 who picks berries in 
the summer vacations, would he be paid $1.25 a hour?

Mr. Cushing: No; he would not come under this legislation.
Senator McCutcheon: I will tell you the person who will come under it, 

it will be the girl of 16£ in Newfoundland who wants to work as a chamber
maid or waitress in the C.N.R. hotel in St. John’s, and they will not hire 
her because they are not going to be prepared to pay her $50 a week. 
Furthermore, she cannot be hired unless the minister passes a regulation. I 
gather that Mr. Cushing agrees with me.

The Chairman: Well, he is an authority on Newfoundland.
Senator McCutcheon: Mr. Chairman, I do not understand the Depart

ment of Labour bringing in this bill. This is just cutting through the whole 
system of collective bargaining. Surely, with the strong trade unions which are 
in the companies to which most of these provisions apply, it should not be 
left to the minister and the Governor in Council to fix the maximum price to 
be charged for board or for living quarters. These are all matters for collective 
bargaining. This bill is going to put the Governor in Council in the collective 
bargaining business, and he has got no business in there. Why the trade unions 
have not been in here, I do not know, because these are the sort of things on 
which they bargain—the so-called fringe benefits which at times amount to 
25 per cent or 30 per cent of wages. In principle, I object to this whole section, 
for the reasons I have stated.

The Chairman: We have heard Senator McCutcheon. Now, Senator Flynn.
Senator McCutcheon: I will talk to the minister tomorrow night.
Senator Flynn: The unions are not worried at all, because there is more 

window dressing than bargaining.
Senator McCutcheon: I was not cruel enough to say that.
The Chairman: I take it that is a comment on the section generally. You 

are entitled to your opinion. Any other questions on this section?
Senator Leonard: I should like to hear what Mr. Cushing has to say.
Senator McCutcheon: It is a question of policy. I do not think that would 

be fair to Mr. Cushing.
Senator Flynn: I think you should correct your statement, and that yoU 

should have said the Government, instead of the Department of Labour. To 
say the Department of Labour is not fair.

Senator McCutcheon: I apologize; it is the Government.
The Chairman: Very well, it is a question of policy, and it is the Govern

ment.
Senator McCutcheon: That is right.
Senator Smith (Queens-Shelburne)-. Is not the idea of section 14 also to 

give a better break to the rather large numbers of people who are not Ve
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receiving benefits from union organizations? You are trying to protect their 
position to bargain, because until now they have not been able to bargain for 
themselves.

The Chairman: Yes. Senator McCutcheon is assuming that every job 
is unionized.

Senator McCutcheon: The greatest number of people affected by this 
bill, Mr. Chairman, will be bank employees, and I have never heard them de
scribed as being brow-beaten and poor; so Mr. Cushing is right, that the 
greatest number of people who are going to be affected will be bank employees. 
If he is right, then I think my assumption that the rest will be unions, steve
dores, railways, trucking lines, and so on, is a correct assumption.

Senator Smith (Queens-Shelburne) : My understanding is that Mr. Cushing 
conveyed that the banking business contains the greatest single group who 
Would be affected by this measure.

The Chairman: No, on the question of minimum wages, not on the other 
clement.

Senator McCutcheon: He said that they were the largest group.
The Chairman: But he did not say they outnumbered all the groups.
Senator McCutcheon: Oh, no.
Senator Thorvaldson: Then it is not fair to say that if the banking group 

ls such a big factor in this bill, this bill will give tremendous advantages to 
the so-called near banks such as trust companies, and scores and hundreds 
and thousands of others in the financial business across this country who are 
111 competition with banks are becoming more and more indirect competition 
^th them? I suggest that this bill is entirely discriminatory against the bank- 
lng industry.

Senator Brooks: In speaking of the banking industry, are you including 
h® younger bankers who are learning their business?

Senator Kinley: They say they cannot educate them and pay them as 
much at the same time.

Senator McCutcheon: This bill will establish the wage of the elevator 
°Perator, and the good-looking girls in the Royal Bank of Canada, which pays 
*°r their plaid skirts.

The Chairman: Now we have got to Part III.
Senator McCutcheon: It is ten o’clock.
The Chairman: Are you prepared to call a halt, or to continue until 10.30?
Senator Isnor: You said ten o’clock earlier in the
The Chairman: All right, then let us settle when ^ morning when

these witnesses have been invited to be here at 9.30 tomorrow 
the committee resumes.

Senator McCutcheon: We said we would discuss this °^the adjournment. 
f number of my party will not be able to appear here tomorrow Now, my 
eader is here, and he can correct me. They are quite prepared to be here 

tomorrow evening, but cannot appear here tomorrow morning. We were not 
Warned of this, and we have a very important meeting.

Senator Brooks: I could not state the position more emphatically or more 
£°rrectly, so you can take Senator McCutcheon’s word for it. We did not know 
beforehand about this or we could have made other arrangements for our 
feting, it is an important meeting, and as far as we are concerned it com
mences at 9.30 tomorrow morning.

Senator McCutcheon: Yes, 9.30 tomorrow morning.
Senator Connolly (Ottawa West): Until what time?
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Senator McCutcheon: Until 12 o’clock.
The Chairman: I think we have to hear these witnesses who have been 

notified to attend.
Senator McCutcheon: Mr. Chairman, I used to be in the business of making 

representations in Ottawa, and I have sat around waiting to be heard. We can 
hear them at 8 o’clock tomorrow night.

The Chairman: If I tell witnesses to be here and give them a time, I try to 
hear them.

Senator McCutcheon: But you did not consult us.
The Chairman: I take it one of the functions of the chairman is to make 

plans, and then to point them out.
Senator Brooks: Did the chairman make plans for this committee meeting 

before he knew the bill was going to have second reading today?
The Chairman: That is what a wise chairman does.
Senator Brooks: We have a very wise chairman, and this time he has 

been too wise.
Senator Connolly (Ottawa West): Perhaps you might consider whether 

the committee might sit, for the convenience of witnesses, when the Senate 
rises tomorrow afternoon.

Senator McCutcheon: The committee might sit when the Senate is sitting.
Senator Isnor: No, no.
Senator Brooks: I like the Leader of the Government’s suggestion of 

tomorrow afternoon. I know where objections will come on that.
Senator Isnor: You should be able to get through your business, Senator 

Brooks, by 11 o’clock tomorrow morning. Why not say 11 o’clock tomorrow 
morning?

Senator Brooks: I am not the one who decides.
The Chairman: I think we should sit some part of the morning.
Senator Brooks: Why not say 11 o’clock?
Senator McCutcheon: No, I would say 12 o’clock.
The Chairman: Then we will compromise and make it 11 o’clock.
Senator Flynn: I suggest 11.30.
The Chairman: Shall we adjourn until 11 tomorrow morning? Is that the 

wish of the committee?
Senator Brooks: I suggest 11.30; we could arrange that.
Senator McCutcheon: Yes, 11.30.
The Chairman: Then the order when we resume will be that we will hear 

the witnesses before we finish consideration of the bill.
Senator McCutcheon: Before we hear the minister.
The Chairman: We will get all the witnesses dealt with before we take 

the bill clause by clause.
Senator McCutcheon: All the witnesses that are available?
The Chairman: All that I have enumerated, and some who said they 

would not appear but now indicate they will. We will hear all of them.
Senator Leonard: Would you let us know who the witnesses are?
The Chairman : I did in the beginning, but I will repeat the list: Dominion 

Marine Association, Captain P. R. Hurcomb, General Manager; Upper Lakes 
Shipping Company, Mr. John D. Leitch, President, Mr. R. V. Sankey, Counsel, 
Mr. T. Houtman, Personnel Manager; Canadian Trucking Associations, Mr- 
J. A. D. Magee, Executive Secretary.
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Then there is Mr. W. T. Wilson, Vice-President, C.N.R., Railway Association 
of Canada, and Mr. D. J. MacNeill, Vice-President, C.P.R., Railway Associa
tion of Canada. They will arrive here at one or two o’clock in the morning 
in order to be available for a meeting tomorrow morning.

Then there is the Shipping Federation of British Columbia. The Northwest 
Line Elevator Association has now indicated they wish to make a presentation. 
This organization will be represented by Captain G. C. McKee, General Man
ager, and Mr. J. A. Bourne, Counsel.

Senator Brooks: You do not consider that a complete list, or you do not 
know?

The Chairman: That is the list to this moment.
Senator Thorvaldson: You referred to the Northwest Line Association. Is 

that a shipping organization?
The Chairman: That is the elevator and grain transport, Northwest Line 

Association.
Senator Thorvaldson: These people were in touch with me two hours ago. 

They have asked me to advise them generally, and they said they will be 
calling me later tonight to find out when they should appear. They want to 
appear. They were taken offguard, perhaps through their own fault, but could 
you give me any advice as to when you think they should appear—this week 
or next week?

The Chairman: My own plan, subject to the committee, is that once we 
call witnesses we will keep hearing them until we are through with them.

Senator Leonard: Will the overtime provisions of this bill apply to the 
Senate?

The Chairman: No, because I think you do better. We shall adjourn until 
1L30 tomorrow morning.

The committee adjourned.

Ottawa, Thursday, March 4, 1965.

The Standing Committee on Banking and Commerce, to which was referred 
ni C-126, respecting hours of work, minimum wages, annual vacations and 
°lidays with pay in federal works, undertakings and businesses, met this day 

at U.30 a.m.
Senator Salter A. Hayden (Chairman), in the Chair.
The Chairman: Senators, I call the meeting to order. It is 11.30. The first 

ffness we are going to hear this morning is Mr. John Magee, who is the 
Xecutive Secretary of the Canadian Trucking Associations. Mr. Magee?

Mr. John Magee, Executive Secretary, Canadian Trucking Associations:
rpr' Chairman and honourable members of the committee, the Canadian 

bucking Associations appreciates the opportunity you have provided today 
^ aPpearing before the Senate Standing Committee on Banking and Commerce 
0 submit our views on Bill C-126, the Canada Labour (Standards) Code. 

q Associated with me in the presentation of this submission is Mr. Jack 
onaldson of Toronto, who is one of the senior industrial relations officers of 

offucking industry, on the management side. Mr. Donaldson is the Manager 
j the Motor Transport Industrial Relations Bureau of Ontario and will assist 
_ ai)swering any of the technical questions which you may have to ask re- 
tru v8 management-labour relations and collective bargaining processes in the 

eking industry. I may say, Mr. Chairman, that Mr. Donaldson does not 
Ppear today on behalf of the Motor Transport Industrial Relations Bureau
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of Ontario but has been seconded to Canadian Trucking Associations for the 
purpose of this submission and any testimony required of him will be on 
behalf of Canadian Trucking Associations.

The Canadian Trucking Associations is a national federation of provincial 
trucking associations. These associations are the Maritime Motor Transport 
Association, the Trucking Association of Quebec Inc., the Automotive Transport 
Association of Ontario Inc., the Manitoba Trucking Association, the Saskatch
ewan Trucking Association, the Alberta Motor Transport Association, and the 
Automotive Transport Association of B.C.

Membership of the provincial trucking associations now approaches the 
7,000 mark and these members consist of the smallest trucking firms and the 
largest trucking firms in Canada. Between these extremes of size there is a vast 
number of individual firms of all sizes, providing a wide variety of freight 
services.

Virtually every type of trucking enterprise which requires a permit from 
a provincial regulatory board, either issued intra-provincially under provincial 
legislation, or extra-provincially under the Motor Vehicle Transport Act, 
Canada, 1954, is represented in the membership of the provincial associations.

“For hire” freight service on local and long distance hauls, between 
villages and towns and country areas, and between all the cities of Canada, 
is provided by these thousands of trucking enterprises which, combined, make 
up the Canadian trucking industry.

The total freight tonnage moved between cities by “for hire” trucking 
companies in 1962 (the last year for which a figure is available) was 174,642,000 
tons according to the Dominion Bureau of Statistics.

What the “for hire” segment of truck transportation means in terms of 
total registration, as compared with the output of net ton miles, is seen in 
comparative figures which attest the strength and contribution of trucking 
within the transportation industry. According to the figures of the Dominion 
Bureau of Statistics, in 1962, “for hire” trucks accounted for 6.2 per cent of 
all truck registrations in this country—both private trucks and “for hire” 
trucks—but produced 65.3 per cent of the total net ton miles for all trucks, 
private and “for hire”.

Estimated employment of the ‘for hire’ trucking industry is well in excess 
of 125,000 persons on the basis of the Dominion Bureau of Statistics figures.

I should say at the outset, Mr. Chairman, that the trucking industry is not 
unappreciative of amendments to the bill—specifically the amendments in 
section 51—which the Government saw fit to commend to the House of Com
mons and which were incorporated in the legislation as passed by the house-

These amendments, provide in subsection (2), for an exception, where 
warranted, from provisions of the Code, following a suitable inquiry. This is in 
addition to the eighteen-month exemption, which is possible in subsection (!)•

Similarly, a further exception, following an order made under subsection 
(2), is authorized in subsection (5) of section 51. It eases, to some extent, the 
problems facing industries under federal jurisdiction and the attendant tension 
which has been caused within those industries.

These amendments certainly introduce greater flexibility into the legislation- 
They take some account of the unique problems of industries under federal 
jurisdiction—problems which will come to us with the passage of this Bill-

The Union with which the trucking industry has dealt over the years is 
mainly the International Brotherhood of Teamsters, Chauffeurs, Warehouse
men and Helpers of America. No one would claim that they are an easy Union 
to bargain with.

The industry’s relationship with the Teamsters in Canada extends back 
over a period of many years. Hundreds of man hours, involving many persons.



BANKING AND COMMERCE 31

have been expended in hammering out the collective agreements of the indus
try. We must face the fact that the intrusion of the Canada Labour Standards 
Code into management-labour relations in the trucking industry has intro
duced, within recent weeks, an entirely new and disturbing element. There 
can be no doubt that far-reaching repercussions will be experienced by the 
trucking industry in new and important collective bargaining discussions which 
will be commencing at an early date.

Like it or not, we now know, from what has filtered through to us from 
labour sources, that whatever may be the attitude of the Government, or the 
Governor in Council, in enforcing the Labour Code, the Teamsters, the Union 
with which we deal has suddenly been given an obvious enticement: that of 
fighting for all of the objectives of the Code with no reduction in take-home 
Pay.

We have made it clear to the Minister of Labour that we have no objection 
to a minimum wage of $1.25 per hour. Because truck drivers of cross-border 
companies are among the better paid employees of industry generally, they 
already receive far in excess of that amount. What we object to strongly is 
the applicability of the hours-of-work provision of the Bill to our operations.

Our industry requires more than eight hours a night to complete many 
overnight hauls—and get the drivers home. We are subject to sudden ups and 
downs of traffic volumes, which, in turn, are affected by an infinite variety of 
conditions in manufacturing, industry and agriculture. This often puts our 
•operations under tremendous pressure in maintaining service to the public. An 
eight-hour working day and a 40-hour work week is, at this time, wholly 
unpractical and completely removed from the realities of truck operation.

The constitutional problem introduces a unique element of discrimination 
onto the situation.

The trucking industry is split by the jurisdictional situation arising in the 
British North America Act and the decision of the Judicial Committee of the 
Privy Council in 1954 in the Winner case.

In the Winner decision in 1954, the Judicial Committee of the Privy Council 
decided that a federal highway transport undertaking subject to the jurisdiction 
of Parliament, is subject to that jurisdiction throughout the entire undertaking.

Dealing with the question of whether Parliament or the provinces had 
Jurisdiction over a cross-border undertaking, the Privy Council declared: “The 
Undertaking in question is in fact one and indivisible. It is true that it might 

ave been carried on differently and might have been limited to activities 
•thin or without the province, but it is not, and their Lordships do not agree 
at the fact that it might be carried on otherwise than it is makes it or any part 
•t any the less an inter-connecting undertaking.”

Thus was confirmed Parliament’s jurisdiction over Canada’s entire extra- 
r°vincial trucking industry.

I A cross-border trucking company with, say, less than 5 per cent of its total 
ta?T^t volume extra-provincial, is, by the fact of its extra -provincial under- 

lnS, subject to the jurisdiction of the Parliament of Canada and the laws 
e^sed by Parliament. All of the undertaking’s employees, not just employees 
g gaSed in actual cross-border operations, are subject to federal jurisdiction, 
-^^ficully, they will be subject to the provisions of the Canada Labour Stand- 

Code.
So we have the whole of the extra-provincial trucking industry—including 

ç intra-provincial parts of all extra-provincial undertakings—subject to the 
anada Labour Standards Code, and the whole intra-provincial trucking indus- 

n ^ that part which operates only within the borders of one province—subject, 
lah t0 the Canada Labour Standards Code, but to a wide variety of provincial 

°Ur standards, all of them below the standards of the Code. One can opine
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that the provincial labour standards, as set by legislation or regulation, are not 
as high as they should be. But one cannot evade the fact that intra-provincial 
truck lines, many of them operating over hundreds of miles of highway routes, 
afford the strongest possible competition over a large part of the routes of 
extra-provincial trucking companies.

The extra-provincial trucking industry is subject to the provisions of the 
Canada Labour Standards Code, introducing immediate discrimination, as soon 
as this legislation passes, between this important segment of the industry and 
the intraprovincial trucking industry. Or, even if it is the intention of the Gov
ernment to exempt or to except extra-provincial trucking from all or part of 
the Labour Code, the intrusion into the collective bargaining process of these 
extra-provincial companies and the Teamsters is now a serious business fact 
of life for the companies.

The carrot is dangling in front of the Teamsters in regard only to those 
companies which are extra-provincial. They will go after the carrot.

It is our view that to legislate conditions not only in respect of hours of 
work, overtime conditions, vacations, but also statutory holidays in excess of 
those obtained through collective bargaining, hampers the normal collective 
bargaining procedure.

There is no doubt, having regard for the amendments to Section 51, that 
the Government now sees the problem of the extra-provincial trucking in
dustry in a much different light than was the case when Bill C-126 was intro
duced for First Reading in the House of Commons on October 1, 1964. There 
are two ways in which to acknowledge that the picture is a different one than 
was originally seen by the Government. One is to go around the problem with 
escape hatches here, and escape hatches there—escape hatches, which, being 
conditional, do not solve the problem.

The other way is to admit that a mistake was made and proceed to cor
rect it.

What the Government is trying to do, in our respectful submission, is to 
leave the extra-provincial trucking industry in the Bill but to meet the prob
lems of the industry, which it now fully recognizes, by the provision of defer
ment, the 18-month deferment, which was, and remains, a part of the Bill, and 
by the provision of exception, which is the new part of the Bill. But this subjects 
the extra-provincial trucking industry to collective bargaining pressures which, 
only a matter of weeks ago, were subject to practical and mutually satisfactory 
resolution within the management-labour councils of the trucking industry.

Through the medium of Bill C-126 these now become immediate potential 
bargaining pressures, instigated by the federal Government, which can bring 
serious harm to all extra-provincial highway carriers, and from which their 
intra-provincial competitors are excepted by a constitutional position which 
places them entirely within provincial jurisdiction, and entirely outside the 
scope of the Canada Labour (Standards) Code.

It is, therefore, our respectful submission that the extra-provincial truck
ing industry should be removed from the Bill.

The Chairman: Thank you, Mr. Magee. Are there any questions which any 
person wishes to put to Mr. Magee?

Senator Isnor: I suppose this will affect the trucking firms in the extreme 
eastern section of Canada and in the western section, to a greater extent than 
those located and doing business in Ontario, let us say. Am I right in that-

Mr. Magee: It would have a serious effect on those firms, senator, because 
in the west and in the Maritimes we have very long hauls conducted by 
extra-provincial trucking companies. They—particularly in the Atlantic pr°v' 
inces labour under another problem, that is, the exclusion in the Maritime 
Trade Rates Act of freight shipments which do not move by truck.
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Senator Isnor: Have you any information concerning the amount of revenue 
derived by the various provinces in respect to the licence fees and gasoline 
tax?

Mr. Magee: I have no figures here with me, but I can assure you that it is 
a very prodigious one.

Senator Isnor: That does not help us very much. A statement made yester
day by one of the members of this committee would create the impression 
that perhaps trucking was not so helpful to Canada in the way of revenue as 
some other modes of transportation. I think it would be very helpful if you 
could supply to the committee, and put on record, the amount of revenue 
derived by the various provinces with respect to both the licence fees and the 
gasoline tax.

Mr. Magee: Unfortunately—and this is one of the reasons why I have not 
the information with me—it is not an easy matter to do this because there are 
different ways of accounting for these matters in the various provincial de
partments. To get a consolidated national figure is difficult, but I might be able 
to get you some province-by-province figures for certain of the provinces.

I may say it is our submission that because we have the good fortune to 
operate on roads—for which we pay, in our view, a very full and fair share 
of the costs—there is no point in comparing us to any other industry which 
^Oay have to lay down its own roadbed, because the technical requirements of 
its type of operation necessitate it—any more than to say that because airplanes 
operate in the free air they have some advantages, perhaps, over the more 
traditional forms of transportation. This is a fact of life, that we operate on 
the roads, and other modes of transport require a fixed installation on which 
to operate. I do not think that any discrimination should be shown to our 
Pidustry because of that difference.

The Chairman: Are there any other questions?
Senator Choquette: Mr. Magee, I would like to hear something about the 

oours of labour of your truckers. It was said yesterday that if they drive long 
oours they become a menace on the roads. Could you explain what system you 
havei such as using two men, one taking the other’s place at different intervals?

Mr. Magee: Mr. Donaldson is an authority on that matter. I am not myself 
involved in dealing with the labour situation in the trucking industry at all, 
and that is why I have brought Mr. Donaldson here.

Mr. Jack Donaldson. Manager, Motor Transport Industrial Relations Bureau: If you
?re referring, senator, to what we commonly call sleeper cab operations—this 

two men in a truck driving, say, from Ontario through to Alberta—these 
r.en work in regular shifts of eight hours on, eight hours off, eight hours on, 
th ln variaMe periods. Depending if one driver is tired, say, after six hours, 

ay change at a time mutually agreeable between the two of them. But the 
holers on °ur shorter distances, say from Montreal to Toronto, which is seven 

Urs are strictly on a one-man operation, 
bill ^°W’ f could answer the other senator’s question, in part: Would this 

. affect carriers operating in our provinces more than Ontario? Most of the 
and°r comPanies like Smith Transport, Husband, Intercity, Direct, are Quebec 
Pu ,Pntario'based carriers. These are perhaps the employers of the largest 
be^1 ■ r of Pe°Ple> and these people operate interprovincially through to Que- 

toternationally through such border points as Buffalo, Niagara Falls and 
be jr01t’ 80 Perhaps the majority of the employees in the trucking industry would 

n provinces of Ontario and Quebec that would be affected by this bill.
Su , Senator Isnor: I do not think that is quite a fair statement. I have in mind 

firms as the Halifax Transfer Company in Halifax, Maritime, Hoyt’s,
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Thompson’s of Nova Scotia. Their hauls extend all the way from Halifax to 
Vancouver.

Mr. Donaldson: Correct.
Senator Isnor: And the Halifax Transfer Company have a big connection 

in the State of Maine. Those are very much longer hauls than you would in
dicate from Montreal to Toronto.

Mr. Donaldson: Yes, the route would be longer.
Senator Isnor: That is what my colleague had in mind when he asked you 

about the hours of labour.
Senator Choquette: They usually work from one province to the other 

longer hours than 48 hours a week?
Mr. Donaldson: Yes.
Senator Choquette : And this would affect them considerably.
Mr. Donaldson: Yes, because traditionally the industry has grown up 

under provincial control, and it was not until the Winner case that the actual 
jurisdictional question was finally solved.

Senator Choquette: What would you say the average working hours of a 
trucker travelling longer distances like that would be a week?

Mr. Donaldson: On the average a one-man operation would be close to 9, 
10 hours a day, five days a week.

Senator Choquette: That is not regular over the whole month?
Mr. Donaldson: It could be, senator. In some cases, depending on the par

ticular carrier and his type of operation. If it is a mover it is a seasonal thing.
Senator Isnor: I think the senator has in mind the two-man haul. That 

does not apply.
The Chairman: Do you mean the sleeper cab operation?
Senator Isnor: Yes.
Senator McCutcheon: What hours would they work?
Mr. Donaldson: They would work on an average of about 45 to 55 hours 

a week, depending, of course, on the length of haul and how many days the 
driver laid over before he came back. He may work four days this week, then 
be off three and work in week-end situations. It varies with each carrier and its 
type of operations.

The Chairman: Under the present type of operation, when does the driver 
begin to earn overtime?

Mr. Donaldson: A highway driver?
The Chairman: Yes.
Mr. Donaldson: They are paid on a mileage basis. Under our collective 

agreements there are no provisions for overtime for the highway people.
Senator Kinley: Take from Nova Scotia to Boston, as I see it you have one 

man in those trucks. That is for quite a distance. How does that same one 
man cover that route right through to Boston?

Mr. Donaldson: He would drive through probably eight or nine hours, and 
take a motel room to sleep anywhere from eight to 12 hours, and continue on 
the next day.

Senator Kinley: Would he sleep in the cab?
Mr. Donaldson: No, this is one thing our industry does not agree with-
Senator Kinley: You do not object to the minimum wage, but to the re 

striction of time?
Mr. Donaldson: Yes.
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Senator Kinley: And the restriction of overtime? 
Mr. Donaldson: Yes.
Senator Kinley: I think it has been found these truck drivers drive too 

long a distance to be safe. What do you say about that?
Mr. Donaldson: The figures I have available with me from the Ontario 

Department of Transport show that in 1963 the truck registration—and, mind 
you, this is large truck registration, the tractor-trailer which we find on our 
highways—was up 7.8 per cent. But our traffic accident ratio was much less 
than that. In fact, there was a decrease over the previous year, and the picture 
for 1964 is even better. Mind you, one accident is one accident too many.

Senator Kinley: Those big trucks that go through from Nova Scotia to the 
United States are very large. They are heavy trucks, and they are under one 
man. How far would a man go today in that type of truck?

Mr. Donaldson: It would depend on the type of highway. Take a four- 
lane highway, a driver can average 40 to 45 miles an hour, and in a 10-hour 
day can travel anywhere from 400 to 450 miles.

In the United States at the present time, under I.C.C. regulations—this is 
the Interstate Commerce Commission regulations—they control the hours a 
highway driver can drive, and that is 10 hours in any one day of driving time. 
They find even at 10 hours the performance of a professional highway driver 
is much better than the average public.

Senator Kelly: They drive at night a lot?
Mr. Donaldson: Yes.
Senator Kinley: That is the best time?
Mr. Donaldson: Yes.
Senator McCutcheon: Is there a weekly limit imposed by the I.C.C.?
Mr. Donaldson: Yes, 60 hours’ driving time.
Senator Kinley: Are there any times and roads where trucks are not

allowed?
Mr. Donaldson: Yes, some trucks carrying construction material, over- 

6ngth material, bridge material, say—for instance, for the Montreal Exposi- 
lon—they are not allowed on the highways during week-ends and other trucks 

are restricted by the Lord’s Day Act.
Senator Kinley: What about an engineer on the railway?
Mr. Donaldson: I am not familiar with that.
Senator McCutcheon: We have the railroad people here.
The Chairman: Yes, we have the railroad people here.
Senator Kinley: It is my impression that those who are driving trucks 

are stretching the miles they work to capacity. If there is one man and he has 
an accident, he is in a bad way.

The Chairman: Any other questions?
Senator Croll: I should like to ask a question of Mr. Magee or Mr. Donald- 
In his presentation Mr. Magee gave me the impression that he was favour- 

ty impressed with the escape hatches in section 51—the 18 months, the 
ferment, and the possible exemption. But he made the point that it had some 

js Uimental effect upon the bargaining processes with the union. If the industry 
al3M to convince the Government that they fall within any one of these three 
egories which I have just mentioned, would not that strengthen your hand 

1 h the union rather than weaken it?
q ^Ir- Donaldson: It strengthens our hand slightly over our position in

°ber Mst year, but it does not solve the question put by the unions right 
21838—31
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now. According to the “Ontario Teamster,” the official publication, they will 
be pushing this coming summer and fall for a 40-hour work week.

Senator Croll: If you didn’t have the bill at all, the conditions would not 
have changed.

Mr. Donaldson: That might be, but if the hours of work had been such 
a concern to the union during our last negotiations, why did they not ask then 
to have them reduced? They have been the same during our last two contracts, 
and apparently they accepted the status quo up to that stage.

Senator Croll: Do you deal with the same union for extraprovincial truck
ing as for interprovincial trucking?

Mr. Donaldson: Yes, in most cases they have the same collective 
agreement.

Senator McCutcheon: What would be the result on wages assuming the 
same mileage rate continued once this became effective?

Mr. Donaldson: If this bill becomes effective a mileage-paid highway 
driver presently receiving $6,000 a year would be reduced by one-third, that 
is by $2,000.

Senator McCutcheon: That is the real problem. The Government is step
ping in and destroying something that has been established as a result of 
bargaining with as hard a bargaining union as there is.

Mr. Donaldson: It would mean an increase of over $1 an hour.
The Chairman: You would have to hire more drivers?
Mr. Donaldson: Yes, and we would have a problem to find adequate help— 

we have that problem at the present time.
Senator McCutcheon: You would have the problem resulting from 

destroying your competitiveness in the industry with other forms of transporta
tion. What are the holiday agreements under the present collective agreement?

Mr. Donaldson: Under the present agreement we have eight statutory 
holidays. But we pay straight mileage with no such thing as overtime.

Senator McCutcheon: You have made representations to the Government 
about this and the only concession you got was the so-called escape hatch 
which Mr. Magee is not too sure whether it is wide enough to take care of 
the problems.

The Chairman: Senator Leonard.
Senator Leonard: I would like to ask Mr. Donaldson a question. It is 

clear that the averaging over a period of a year will not take care of the 
number of hours, either regular or overtime.

Mr. Donaldson: No.
Senator Leonard: The men are working now more hours than 51 or 52 

times the weekly maximum?
Mr. Donaldson: If under Bill C-126 we take a basic 50-week working 

year at 40 hours per week, you come out with an answer around 2,000 hours. 
But Ontario legislation permits our Ontario competitors an intraprovincial 
company to operate 3,000 hours. Therefore we have a disadvantage as comparé 
with our intraprovincial competitors.

Senator Leonard: Does that apply in many cases?
Mr. Donaldson: Yes, in many cases due to the conditions at the present 

time.
Senator Hugessen: Is it not likely if this bill passes the federal Parliament 

that provincial parliaments will adopt similar legislation in the near future?
Mr. Donaldson: That, I couldn’t say. It is something I would not like to 

speculate on.
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The Chairman: This is speculative.
Senator Burchill: To put the provisions of this bill into operation and 

give the men the same take-home pay, providing it was practicable to put 
it into operation, how much would it increase your costs?

Mr. Donaldson: It would increase the operating costs by at least 20 per 
cent, not only the wages but in operational costs generally. At the present time 
we are working in most areas of Ontario 10 hours a day, picking up and 
delivering freight. In a large community like Toronto we have an hour or an 
hour and a half’s drive to get to the customer. This would now require addi
tional equipment to be put on. Because we could not succeed in having a truck 
do now in eight hours what it formerly did in ten. We would have to double 
up somewhere.

Senator Thorvaldson: Mr. Magee said in reference to the Winner case 
that in the case of a company that has only a truck or two that engages in 
interprovincial traffic, then, no matter how many vehicles they have engaged 
in interprovincial traffic, nevertheless they are subject to the federal jurisdic
tion. Now, with reference to this, would either Mr. Magee or Mr. Donaldson 
care to explain the extent of the problem to companies that have only a few 
trucks in interprovincial traffic and the majority being intraprovincial?

Mr. Magee: Mr. Donaldson can elaborate on what I would like to say. 
If the operation has an extraprovincial component, no matter how small it is, 
if it is a regular, established part of the undertaking, the whole operation is 
Under federal jurisdiction according to the Winner decision, and all employees 
including the bulk of those engaged only in intraprovincial operations are 
subject to the federal jurisdiction and subject to this legislation.

The Chairman: Maybe we should legislate away the effect of that decision.
Senator Thorvaldson: Are there many companies in that position? Or are 

there only a few?
Mr. Magee: I could not give an exact number, but I know there are a 

number. There was a case in the courts in Ontario recently where a company 
Was conducting 5 per cent of its business extraprovincially on one particular 
run, and all the rest was intraprovincial, and they were held to be an extra- 
Pfovincial company.

Senator Choquette: How do you get a licence to operate? Are you subject 
0 P-C.V. licences? Or what provisions are you subject to?

^ Mr. Magee: Under the Motor Vehicle Transport Act of 1954 the provincial 
ansport boards were made federal agencies, and the operator must apply for 
Permit to every provincial board in every province in which he wishes to 

jj^ute. The board, under the federal act, is instructed to issue the permit in 
P lmanner to those under its local legislation. This, incidentally, is a serious 
to°hlem in the industry because the federal act as it stands has given rise 
so Inany difficulties and many duplications of hearings which we hope will 

°n be eliminated by some new type of federal legislation which would pre- 
SetK6 ttle Provincial boards as regulatory agencies, but would join them to- 

her as one on all extraprovincial applications in which they were concerned.
Senator Leonard: It strikes me that 3,000 hours of work is pretty excessive, 

rely 2,400 hours would be a much more reasonable figure. At any rate it 
\kes me as being an unreasonable time for a worker to be working over a 
lQd of a year. Does it not strike you in the same way? 

st Mr. Donaldson: If we were to compare, the same tension, the same job 
-SeS’ 1 would agree with you. We have had many instances of truck drivers 

Plantmg 50 °r 55 hours a week leaving our industry, and wanting to work in 
s where they can work an eight-hour shift. You must realize that if a man
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is his own boss he is, so to speak, a “knight of the road.” He has no control, and 
if he feels like stopping on the road and parking his truck to have a sleep, or 
to spend an hour and a half for lunch, or to have a cup of coffee, he can do it 
as long as his schedule is met.

Senator McCutcheon: I think Senator Leonard for many years has earned 
more than $3,000.

The Chairman: Yes; and I think the same applies to you, senator—I could 
name some of the enterprises. May I ask you a question, Mr. Donaldson? Under 
section 51 which has been referred to, there is a provision for a board of 
inquiry, and if a case can be made that the application of the act would disturb 
the employment custom peculiar to this particular work, you can get a com
plete exemption. This means that you would have to sell your case to a board 
of inquiry and get a favourable report, on which the minister recommends to 
the Governor in Council issuing such an order. Now, do you think you have 
the kind of case that would fall within that provision?

Mr. Donaldson: I think we have, Mr. Chairman; but the problem is com
plicated, because within a very few weeks we will be entering into negotiations 
for a new collective agreement.

Senator McCutcheon: The minister has to act on the report of the inquiry.
The Chairman: My own view at the moment is that where it says “may” 

that will mean “shall,” if he gets a recommendation. Any other questions?
Senator Kinley: Do your collective agreements provide for a 40-hour 

week?
Mr. Donaldson: No. Our collective agreements in Ontario and Quebec do 

not. The Quebec ones specify 55 hours a week. In Ontario they vary from 10 
and 48 to 9 and 46.

Senator Kinley: How do you justify that by comparison?
Mr. Donaldson: By comparison, our industry traditionally works longer 

hours. We must be able to arrive at a shipper at opening time, and if the 
shipper’s employees go home at 4 o’clock they want to ship the goods man
ufactured during that day. We have to be available before and after the 
normal working day.

Senator McCutcheon: The men like wages, too.
Mr. Donaldson: Yes. Our problem is not getting men to work overtime, 

our problem is keeping people from wanting to work too much overtime.
The Chairman: Senator Smith?
Senator Smith (Queens-Shelburne) : We were told that the truck drivers 

in general have been on a mileage basis. We were also told that they usually 
drive 400 miles to 450 miles a day. How do you relate that?

Mr. Donaldson: Four hundred to 450 miles a day would be one of the 
longer hauls. The average would be more in the neighbourhood of 350 f°r 
an average highway haul, taking into consideration just Quebec and Ontario- 
At roughly 7£ cents a mile for 400 miles amounts to over $30. We have high' 
way drivers right now earning in excess of $10,000 a year, working under 
a United States agreement at 11£ cents a mile.

The Chairman: If there are no further questions, we have more witnesses- 
Thank you, very much.

I suggest that the next witness be Captain P. R. Hurcomb, General 
anager, Dominion Marine Association. I understand he is going to summarize 

the report you have before you.



BANKING AND COMMERCE 39

Captain P. R. Hurcomb, General Manager, Dominion Marine Association: Mr.
Chairman and honourable senators, I am here as general manager of Dominion 
Marine Association. The Association consists of 21 company members, rep
resenting in all about 85 per cent of Canadian-owned and operated tonnage 
trading in the St. Lawrence Seaway and on the Great Lakes. With me are two 
officials of Upper Lake Shipping Company, one of our larger companies. To 
my immediate right is Mr. T. Houtman, Personnel Manager, and next to him 
is Mr. R. V. Sankey, Counsel for Upper Lakes Shipping Company. They will 
help me deal with questions.

This industry is proud, and I think justifiably, of the contribution it is 
making to the Canadian economy.

Perhaps I may give you a few figures of the 1964 trade, which will give 
you an idea of the contribution. Over 190 million net tons of iron ore, coal, 
grain and limestone were carried during the 1964 season. This was a record 
for recent years. For the first time in history, grain shipments went over the 
20 million ton mark, of which only 13 per cent was carried by United States 
vessels.

In shipments of iron ore—and here the movement is largely international 
by way of Canadian and United States ports—Canadian vessels carried the 
bulk, certainly the large majority, as compared to the United States ships.

I want to emphasize that at this point we have the lion’s share of the 
international trade in the Seaway and on the Great Lakes. This is because 
°ur operating costs are somewhat lower. We have a competitive edge over 
them, and I think, gentlemen, in the interests of the economy, as well as that 
°f the industry, we are very vigilant about retaining that edge and not per
mitting it to be eroded by unnecessary and perhaps fruitless interference in 
iegislation of various types.

Our industry is deeply concerned with the implications of this bill. I hasten 
to emphasize that we are not here to ask you to protect our pockets. We are 
not here to impede social progress. We concede the good faith of the Minister 
°f Labour and his officials, and by and large we sympathize with the philosophy 
or objectives behind the legislation they have drafted. However, we are deeply 
convinced that this bill, while no doubt desirable for certain static land based 
industries, simply will not fit the shipping industry.

The shipping industry traditionally, and this has been recognized by all 
maritime countries, requires special patterns of hours of work to fit this 
industry; and a simply terse bill of this sort is, we think, just not feasible. We 
ûid not have an opportunity of appearing in the House of Commons or the 
other place—before a committee, but we come before you confident that with 
your experience you will be able to understand our problem and give a sober 
second thought to this bill, which we feel is very badly needed.

In this presentation I will concentrate on the inland trade; that is, the 
rade in the Seaway and the Great Lakes. At least one of our companies is 

aiso engaged in the ocean-going trade, but I will talk about the inland trade. 
^r- Leitch, the President of Upper Lakes will say a word to you later on the 
°cean-going side.

As far as the inland trade is concerned we are not at all worried about 
/m minimum wage. Since it is as a result of collective bargaining, we are 
Well above this wage. We are not at all concerned with this. We are not wor- 
^ed about annual vacations or general holidays, or any other provisions of 

6 bill except Part I which is concerned with hours of work. This is what we 
. re concerned about. I have emphasized that our standards in other areas 

respect of holidays and wages are equal to or above the standards pro
ved in this bill.
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I think at this point too I ought to emphasize that right across the board 
the employees in our industry are represented by strong unions or by collective 
bargaining agents of some kind. We have full coverage, and they are fully 
represented.

I think to determine what effect the hours of work will have upon us I 
should give you a description of the nature of our operations. Due to climatic 
conditions our season is limited to about eight months. Trading begins at the 
beginning of April and is finished by the end of November. Therefore, during 
this short but very active and almost hectic season, when we have to take all the 
trade that is available, the ships are almost continuously on the move.

From the standpoint of the employee I think he is almost in the same 
position as if he were foreign-going and away from home almost continuously 
during that time. The crews, because of the nature of the operation, can
not go home for weekends from the vessel. They are, in a sense, the captives 
of their employment environment. To meet these special conditions appropriate 
arrangements as to hours of work have been developed over the years with 
the very effective unions and other bargaining agents that the employer deals 
with, although hours of work vary depending upon the classification of the 
employee. One can generalize by saying that they average about 56 hours 
per week.

Under collective agreements we have a 40-hour standard work week, and 
the men are paid at the standard rates for 40 hours. For the 16 hours or more 
in excess of those 40 hours the men are paid overtime.

Senator Gouin: At time-and-a-half rates?
Captain Hurcomb: Yes, at time-and-a-half rates. That is it exactly. So, 

the 40-hour week is really fictional in terms of reality. It is a 56-hour week, 
but 16 of those 56 hours are paid for at time-and-a-half rates. There is noth
ing unusual in this arrangement.

It is virtually the same in the United States Great Lakes fleet. It is the 
same in Great Britain. I think honourable senators will be interested to hear 
of an article that appeared in the Journal of Commerce just last month in 
which it was stated that the British National Maritime Board had agreed to 
an increase in the basic pay of seamen, but had also agreed to an increase 
in the work week from 44 to 56 hours. This is an upward revision. Of course, 
what they have done is instead of treating it as 44 hours at standard rates 
plus 12 hours at time-and-a-half, they have adopted the fairly realistic approach 
of accepting the 56-hour week and paying a standard rate for each of the 56 
hours, and this standard rate is somewhere in between the previous standard 
rate and the overtime rate. In any case, they have recognized, the United 
States has recognized, and we have traditionally recognized the 56-hour week.

I have shown that this pattern is not at all unusual, and I want to em
phasize too that it is not at all oppressive in terms of the individual. Bleeding 
hearts, as we used to call them in the Navy, will say: “Oh, this 56-hour week 
is a terrible thing. It is inhuman.” But the fact is that it is the money, as one 
honourable senator said a short time ago, that the men want. They look forward 
to earning in eight months sufficient money to sustain their families for a 
year. Furthermore, employment having ceased after eight months they are 
then free to seek other employment, or if they cannot find it to receive pay
ment from the Unemployment Insurance Fund. I think I may say without 
too much fear of contradiction that the members of the crew would not be 
overly enthusiastic with the hours of boredom that would follow from short 
hours of work and, of course, the loss of wages. As I have said, they have 
nowhere to go. The ship is in continuous movement, and there they are, doing 
nothing and earning considerably less than they are earning now. So, we feel 
this present picture is not an oppressive one from the seamen’s standpoint.
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The Minister of Labour in the House of Commons referred to the Inter
national Labour Organization’s conference of 1962, and described it, I think, as 
the pattern for this legislation. We have examined the I.L.O. recommendations 
and conventions, and we find nothing in them which would in any sense be 
inconsistent with our present pattern of hours of work in the shipping industry 
—and this is what I emphasize; it is “in the shipping industry”.

So much for our present system. I shall try now to outline the impact that 
this bill will have, if interpreted literally, upon employer and employee alike 
—by this, I mean taking a 40-hour standard week plus 8 hours of overtime. 
There are certain elements of flexibility in the bill that have been referred to, 
and which are said to ameliorate its impact. I will deal with those later and,
I hope, dispose of them. But, for the moment I will assume that we have a 
40 plus 8-hour week. Here is what would happen. In ships of over 12,000 tons 
the number of employees would have to be increased from the present number 
of 32 to 43—an increase of 11. For ships smaller than 12,000 tons the increase 
would be from 27 to 38—an increase of 11 or 12, because it could be in some 
cases 39. So, in these cases, be it a large ship or a small ship, the increase comes 
to about 30 per cent in the personnel on the ships.

Upper Lakes have made some analyses of cost which I think you will be 
interested in hearing. First of all, we will assume that we have the additional 
30 per cent more people on board that this bill would call for, and that they will 
be paid at current rates. There will be two effects there. It will cost the company 
more and it will yield the individual less take-home pay.

Now, the cost to Upper Lakes, which has ten of the larger and six of the 
smaller vessels, would be, on this basis, an additional $150,000 per year. But, 
more startling is the figure of the reduction in the income of the crew, because 
they would, of course, serve fewer hours. The estimate is that the total income 
°f the people we now have on the 16 vessels of Upper Lakes will be decreased 
by about $400, or $36,000 annually.

Of course, it is unrealistic to assume that the employees and their represent
atives are going to accept this. A forecast of what will happen is contained in 
an extract from Hansard of the House of Commons of February 19, 1965. At page 
11545 Mr. Knowles said:

Mr. Chairman, one of the reasons for being concerned about the 
sudden change from a longer working week to 40 hours was the pos
sibility that some employees would suffer a loss in take home pay. As the 
minister will recall when we were at an earlier stage of this bill, some 
time last year I guess it was, we raised with him the question whether 
or not provision could be written into the bill providing for the retention 
of the same take home pay, even with the reduction of hours. I do not 
recall whether there was any commitment to bring forward such a 
proposition, but certainly I believe the minister was willing to study the 
whole question.

To this the Minister replied at page 11546:
If the hours were applied immediately, a provision of that kind, maintain
ing take home pay, would in certain circumstances involve increases in 
the rates to the amount of 20 per cent, for example. The better alternative, 
in our judgment—

Senator Aseltine: Does that affect the wheat trade?
Captain Hurcomb: He did not specify what trade he was referring to. I 

n°tice that in the submission of the truckers that figure of 20 per cent was 
Mentioned, too. He continues:

The better alternative, in our judgment, is a provision making it possible 
for the processes of collective bargaining to make the adjustments in this 
connection over a period of time.



42 STANDING COMMITTEE

You see the handwriting on the wall, you see what is coining, shorter hours, 
with the same take home pay. So, assuming that unhappy development, and we 
have to assume it to be realistic, our friends in Upper Lakes have again made 
certain calculations. This is on the basis of more employees for the same take 
home pay as existing employees get. The increase to this company alone would 
be about $880,000 a year for their 16 ships. That money is important, and I 
would like honourable senators to harken back to this edge, this competitive 
edge which we have with the United States. We would load that to a dangerous 
point.

Senator Cook: That would be for wages only?
Captain Hurcomb: Wages only.
Senator Cook: What about feeding?
Captain Hurcomb: There is the feeding and accommodation element also.
The Chairman: There would be the physical problem of providing accom

modation, additional accommodation.
Captain Hurcomb: I will come back to that point. The money and the 

services is a difficult thing, but not the only difficulty. As the chairman has inti
mated, about one-third more numbers would be in each ship and crew accom
modation would have to be increased substantially. We have standards of crew 
accommodation laid down by the Department of Transport. These are good 
standards. We would have to maintain those standards and have to enlarge the 
accommodation for 30 per cent more people.

Unless some brash young man has made an estimate of the cost of changing 
the ships for this additional accommodation, this has been guessed at about 
$100,000 a vessel. This is really largely theoretical, because for many vessels 
it just could not be done, it is utterly impossible to do it. For those for which 
it could be done, it would be immensely expensive.

The Chairman: You might need a penthouse on top of the mast?
Captain Hurcomb: Yes, indeed, and the trim of the ship would thereby be 

affected.
Secondly, with these increased costs, it is the estimate of Upper Lakes—■ 

and I think this applies to the other company—that they would have to dis
continue operation of the smaller vessels in their fleet.

The Chairman: Which is that?
Captain Hurcomb : These would be the under 12 type, yes. This would be 

a real blow to the trade and to the economy, because in certain cases only those 
smaller vessels can have access. We are not exaggerating. This is true.

Finally, the presence of approximately 30 per cent additional personnel on 
board, forced to remain idle for extensive periods, will inevitably impair the 
efficiency of the ship. Honourable senators know this from their own experi
ence. It will affect the productivity of the individual sailor. We hear a lot about 
productivity nowadays. It will be impaired. These are disadvantages.

To our knowledge, no other maritime nation limits the maximum hours of 
work with respect to its shipping industry. This is significant.

The Chairman: You say that leaves the benefit of limitation to be imposed 
by collective bargaining?

Captain Hurcomb: Yes. I think I have succeeded in demonstrating the 
futility of attempting to apply Part I to the shipping industry. In fact, I think 
it appears that the minister and his advisers now agree—in their own minds, 
at least that this is just not feasible. In his statement on February 16, the 
minister said, as reported at page 11385:

There are other cases, ships’ crews to mention an example, where work
ing conditions make it difficult to comply with the requirements of Par*
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I either now or in the foreseeable future. For some of these industries, 
the problem can be met by extending the period for adjustment pro
vided by deferment under clause 51. For others, the extension of the time 
will not provide a solution. It may be necessary to arrive at standards 
differing from those provided in the act to meet the peculiar conditions 
of employment.

That is a very significant admission, I think.
Senator Croll: I do not know that that is an admission. Is not that a state

ment of hope?
Captain Hurcomb: It is an admission, I think, sir, that they are beginning 

to see that this hours-of-work provision does not fit, at least in the shipping 
industry.

Senator McCutcheon: It was something he omitted from his first statement 
when the bill came into the house.

The Chairman: It is really a statement of the minister’s opinion, based on 
a factual situation.

Captain Hurcomb: It is based on developing knowledge. We must not be 
critical. This bill covers 550,000 people and heaven knows how many industries, 
it is a tremendous task to draft legislation which will effectively apply, in a 
Package way, to all industry. I think the minister and his advisers and staff 
have developed changes in their views, and we hope they will change further.

The Chairman: Are you going to comment on the escape provisions, under 
section 51(2)?

Captain Hurcomb: Yes. You are anticipating me, all the time, Mr. Chair
man. We ask how we are to protect the industry regarding difficulties that arise, 
and we are told that relief lies in the bill. I will dispose of these, if I may, in 
the order in which they appear in the bill. The first provision that struck our 
eye is in clause 4, on page 3. Very little has been said about this clause. I am 
quoting part of it now:

—but nothing in this Act shall be construed as affecting any rights 
or benefits of an employee under any law, custom, contract or arrange
ment that are more favourable to him than his rights or benefits under 
this Act.

^hen I first saw that I said, “This is great. We had collective agreements 
^Presenting the wishes of the employees, which are different from those. Is 
it not a fair conclusion thqt our collective agreements are more favourable 
than the provisions of this bill, and therefore they will allow us quietly to 
escaPe from it.”

I was quickly informed that this was not the intent of the section. I must 
c°nfess I am very vague about what significance it has. Is it simply a pious 
declaration, a pious platitude, or does it mean something?

You will observe that it does not say who is to be the judge on whether
contract is more favourable than the bill itself. I would have thought it 

w°uld have said “in the judgment of the employees or their representatives”, 
t^ut it does not. So I think the legal position is that to gain anything from 
this section you would have to go to the courts. And honourable senators will 
know that would be utterly hopeless.

The Chairman: Would you have to do that, or secure advice as to what 
y°ur position is, and then stand on that?

Captain Hurcomb: This would be one alternative, Mr. Chairman.
The Chairman: That is the usual business provision.
Captain Hurcomb: Yes, although it might prove costly if you are wrong.
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The Chairman: It is not very costly here.
Captain Hurcomb: No. This is a very sound suggestion. In any case, I 

will dismiss this section by saying it provides no relief or comfort to us.
The big one is clause 5, subclause 2, the averaging provision. This does 

not, in our opinion, apply to our industry, because the condition precedent to 
its operation is contained in the first two lines of 5(2):

(2) Where the nature of the work in an industrial establishment 
necessitates irregular distribution of an employee’s hours of work—

There is nothing at all irregular about our pattern of hours of work. On the 
contrary, it is as regular as clockwork.

The Chairman: No. You just have an eight months’ year, that is all.
Captain Hurcomb: Yes, that is it, exactly. I do not wish to bore you with 

definitions, but I did have a look at the Oxford dictionary this morning and I 
find that “irregular” is defined, in part, as “uneven in duration,” not of sym
metrical form. Our situation, I suggest, is not one of irregular distribution of 
an employee’s hours of work. But more serious than that is this factor. Mr. 
Cushing told us last night—

The Chairman: Could I interrupt for a moment, captain?
Captain Hurcomb: Yes, sir.
The Chairman: Except if you accept this bill as providing a standard 

work week of 40 hours, then an industry that departs from that in relation to 
the 40-hour week, you then have an irregular distribution.

Captain Hurcomb: One could say it is irregular in terms of philosophy 
of this bill, but I do not think irregular in the terms it is intended in the section.

But here is the more serious aspect, as Mr. Cushing pointed out last night, 
one may average only over the period of employment. If you are employed for 
one year, then your hours of work may be averaged, in some cases, up to one 
year, but our employees are employed only for eight months on the average.

Senator McCutcheon: Mr. Cushing said you put the employee on your 
payroll for a year, and that will save the country large amounts of unemploy
ment insurance to the general advantage of the economy.

Captain Hurcomb: I think you quoted me almost exactly. Here again is 
a special condition in the shipping industry. Our men are signed on for a 
voyage or a series of voyages. They enter into articles of agreement with the 
master. When the terms specified in those agreements end they cease to be 
employed. Under the Canada Shipping Act they are entitled by law immediately 
to receive all the money they have earned during that period. This special 
condition applicable to the shipping industry prevents us, even if we wished to 
do so, from spreading the pay over the entire year. I hasten to emphasize we 
do not want to do this. The employee does not want us to do it, because his 
employment having been terminated he is free to seek other work or get 
unemployment insurance if he is entitled to it.

Senator Isnor: Your men employed eight months a year are in a very 
much preferred position to the stevedores in Halifax employed only five months-

Captain Hurcomb: Yes. I am hoping to avoid any comparisons, because 
these would be invidious.

Senator Isnor: But in fairness that must be pointed out.
Captain Hurcomb: Yes, indeed, there are other industries involved.
So, I say we get no comfort from section 5 for two reasons. We are not 

irregular and the averaging does no good to us because of the length of employ' 
ment.

The next one we come to, I think, is clause 9. This is about a permit to 
work more than the normal hours. It is a permit for exceptional circumstances,
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and I think everyone understands what that means. There is nothing excep
tional about the circumstances in our industry. This is the regular, the ortho
dox; this is the rule, not the exception. Furthermore, to get a permit you must 
show the situation is temporary, not just exceptional but temporary. I think 
this follows from the wording of paragraph (3), where they talk about:

.. .longer than the period during which...

So, our case is neither exceptional nor temporary, and we get nothing from 
that.

The Chairman: For you, it is the specifications of your industry?
Captain Hurcomb: Yes, exactly, Mr. Chairman.
The next is section 10, which obviously does not apply.
The Chairman: That is right.
Captain Hurcomb: This only relates to accidents, and so on.
So, finally we come to this much touted section 51 and see what this does 

to us.
The Chairman: Is that the dictionary meaning of “touted”?
Captain Hurcomb: I am afraid it is the wrong word, Mr. Chairman.
Senator McCutcheon: I have not been talking to him, Mr. Chairman!
The Chairman: I was wondering. I was looking at you.
Captain Hurcomb: Probably “flouted” would be better.
The Chairman: You mean “much talked about”?
Captain Hurcomb: Yes, perhaps an editorial correction.
Section 51, as honourable senators know, permits the minister for a period 

of 18 months to defer or suspend the application of Part I, and then at the 
end of that period one goes to the Governor in Council for a further deferral 
or suspension, which would be presumably for specified periods, and there is 
ho terminal date as far as the legislation is concerned.

Now, what does this really do? It is a postponement only of the impact of 
this bill. That is all it is. During the postponement period the minister may, 
0r in the next period, the Governor in Council may lay down hours of work 
that will apply during the deferment period. This means that during that 
Period—and we would hope, if the worst comes to the worst, to get full advan
tage of this section—during that period instead of negotiating simply with the 
Onions—which, as honourable senators know, is always difficult—it would not 
he a bipartite negotiation any longer, but a tripartite. After making our peace 
with the unions we would have to run hat in hand, presumably, to some gov- 
ernment official and ask him, “Do you mind, sir, if this agreement we have 
Cached is carried on for a few more months, or as the case may be?” This is 
ho kind of relief in our view.

The Chairman: You are speaking to the deferment aspect?
Captain Hurcomb: Yes, the deferment aspect entirely. The fact remains 

this hours of work provision is not just a statement of an objective or a 
Philosophy or an ideal; it is the law. It says in this act that the hours of work 
whl be limited to 40 plus eight; that is the law. Anything that tends to defer, 
suspend or anything else just does not answer our problem at all. The prob
lem would be the same, I predict, five years from now as it is now. This is why 
We feel we get no comfort from that section.

The Chairman: You do on the question of suspension, don’t you?
Captain Hurcomb: We postpone the evil day, Mr. Chairman.
The Chairman: Indefinitely.
Captain Hurcomb: Well, perhaps speaking a little out of turn here, Mr. 

Chairman, if it is a matter of indefinite postponement, aren’t we large and 
Mature enough to face the fact and exempt this industry from the bill entirely?
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The Chairman: Under section 51(5), if you get your suspension, then 
the only way your suspension can be taken away from you is if there is 
another board of inquiry and you get another recommendation on that second 
sitting of the board of inquiry, then you may lose the suspension.

Captain Hurcomb: But one practical difficulty is there is no time limit. 
It does not say how long these various suspensions will last. They could be 
made for very short periods. We would then be in a completely chaotic state, 
trying to assess whether three months from now the minister or Governor in 
Council is going to be in a good state of health and look to our interests with 
some favour. It is absolute chaos, in our view, and what is accomplished 
by this? Who gains an advantage from this? In my view, nothing is accom
plished except a great deal of paper work and unnecessary fuddling about, and 
certainly nobody is helped.

The Chairman: You would appear to be leading to the alternative to this, 
that is that there be a specific exemption from the provisions of this bill in 
relation to the shipping industry, with possibly a right to the employees to 
apply to come under the act at any time—is that the way you are going?

Captain Hurcomb: Mr. Chairman, you have anticipated exactly. That is 
the next paragraph.

The Chairman: I wish I could do as well with Senator McCutcheon!
Senator Thorvaldson: Captain, isn’t the really big issue in your industry 

in regard to section 51 that your whole industry is at all times jeopardized 
—namely, its very existence is dependent upon a few men, a court of inquiry 
and then the Minister of Labour?

Captain Hurcomb: Yes.
Senator Thorvaldson: It is true it goes to cabinet, but everyone knows 

that if the board of inquiry is against you it is only a few men appointed by 
Government, and then the Minister of Labour, and the whole industry is prej
udiced and in jeopardy?

Captain Hurcomb: Yes.
The Chairman: If you put it the other way, which I suspect the witness 

is going to discuss, under the same situation in reverse, that is, if you exclude 
and give the employees the right to apply, you still go through procedures, 
most likely, of a board of inquiry in reverse, and the minister. I would be 
interested in hearing the captain’s comment on that.

Captain Hurcomb: What I was going to say is that one is bound to con
clude that adequate relief is not to be found in this bill. All the quibbling, 
transitionalizing, deferring, suspending and averaging out, and all the other 
bits of squirming and writhing about is not going to supply the answer for 
us. The only answer is exemption, and if it were on terms, as the chairman 
suggests, that the exemption could be dispensed with on application of em
ployees with adequate machinery set up to hear this, I feel this would be 
acceptable—not perfect but acceptable.

The Chairman: Gentlemen, you have finished your statement and we 
have got to the stage where you may be asked questions.

Captain Hurcomb: May I make one further statement?
The Chairman: Yes.
Captain Hurcomb: Something I feel keenly about, having been in the navy 

and gdting interested in this industry, is that this is more than an industrial 
es ablishment. That is the term used in the bill. The ship is more than an 
industrial establishment; it is a home; it is a way of life and over the ages 
government has recognized this and adopted special patterns and regulations, 
an so on. This is the theme I want to leave with you to impress upon y°u 
the special nature of our position.
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The Chairman: Don’t go away for a minute; there may be questions. I 
notice the time is getting close to one o’clock. It is our intention to resume at 
two because we have some other witnesses here that we did not hear yes
terday evening, and I told them we would hear them this morning. I would 
like to hear them today and I would like to make sure of that by getting 
started as soon as possible. We will therefore resume at two o’clock.

Whereupon the committee adjourned.

Upon resuming at 2 p.m.
The Chairman: Gentlemen, the sitting will resume. We had finished with 

Captain Hurcomb’s statement this morning. The suggested course was that 
Mr. Leitch might, in a few moments, present the other aspect on the same 
shipping question in relation to ocean shipping, and then both will be open 
to questioning on the whole matter.

With the permission of the committee, I should like first to interject a 
witness, whose evidence will be short, who has to catch a plane to Vancouver. 
He has assured me that he will take no more than 10 minutes here.

Captain McKee and Mr. Bourne, will you come forward? These gentlemen 
represent the Shipping Federation of British Columbia.

Mr. J. A. Bourne, Counsel. Shipping Federation of British Columbia: I appreciate 
that very much, Mr. Chairman and gentlemen of the Senate. My name is J. 
A. Bourne. I am Counsel for the Shipping Federation of British Columbia, and 
Captain G. C. McKee is associated with me.

We came to Ottawa on this occasion to ascertain the status of this legisla
tion which has recently gone through the House of Commons, and to make 
suggestions for appropriate regulations that we thought would cover the situa
tion out in the shipping and longshore industry of British Columbia, as we saw 
*t> and also to be of any assistance to the Department of Labour in that 
Aspect.

We had not expected to be afforded the privilege of being here, but last 
evening through the kind suggestion of the Chairman and Senator Smith 
(Queens-Shelburne) we were given the opportunity to come and offer what 
distance we could, and we certainly appreciate being able to do so.

The Shipping Federation of British Columbia is a society which has been 
ln existence since 1912, whose members comprise owners of deep sea vessels, 
snip charterers, owners and charterers agents, and several stevedoring com
munies and other companies that are in allied branches of the shipping industry.

Our employment arrangements are with the International Longshoremen 
und Warehousemen’s Union and there is a collective agreement with the union 
nat covers that situation. The stevedoring companies are the only employers 

labour. The Shipping Federation is not the employer. It affords certain 
utilities, paying facilities, and so on, but they are not the employers. They 

Ure particularly concerned with loading and unloading of deep sea ships in 
urious ports in British Columbia—Vancouver, the Island ports and so on.

We have no connection at the present time with the coastwise shipping 
Industries. They have a separate association, the British Columbia Wharf 

Perators Association, which deals with them, and also deals with problems 
lhe operators themselves. There are also other organizations, such as the 

ugboat Owners Association, who although they have close contact with them, 
re not our members. So we are concerned with the loading and unloading of 
®eP sea ships, and at the present - time, as far as the west coast is concerned, 

n e are not concerned with the problem of crews of deep sea ships. There are 
0 Canadian owned ships with Canadian crews operating on a deep sea basis
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from the west coast. They are all foreign ships. As I say, we handle the loading 
and unloading of ships to the dock—to what we call the ship’s sling. From 
then on, other companies, belonging to this other association, the Wharf 
Operators Association, handle warehousing and cargoes beyond that point. 
We are confined to loading and unloading of deep sea ships.

Our problems here are primarily the hours of work aspect. We have 
others, such as the general holidays, vacations and some other problems that 
we feel are capable of being adequately solved through the provisions of 
regulations. We are not concerned with that. There is a cost factor there, 
but we are not too concerned with that particular aspect. The hours of work 
is the one that does give us concern.

In that connection, we are aware of the provisions of section 10(1) (c) 
of the bill, which provides for the maximum hours of work in a week which 
may be exceeded in unforeseen or unpreventable circumstances. We would 
not be content to rely on that provision alone. While we might not be pros
ecuted or convicted for a breach of the act by relying on that section, there 
may be circumstances arise where we might seek to exceed those hours, and 
the union with which we deal might have very decided other ideas on it. So 
we feel that we would not be content to rely on that situation and there 
should be other relief in the regulations that would cover our situation.

The Chairman: While on that point, quite obviously we could not spec
ulate very well on what would be in the regulations or the extent to which 
they would go.

Mr. Bourne: No. We think, Mr. Chairman, that the averaging provision 
section, which is section 5, could cover the general regulation, and with an 
inquiry under section 35, and the passing of regulations under section 51, 
there is machinery there that would and could protect our situation. That is 
the course we seek to follow.

While at one time we did seek to be exempted from the provisions of 
the act, I think that since it is amended we are now content to do what we 
can to see that regulations are passed, and feel that our problems are being 
solved in that way. We propose to make appropriate representations at the 
proper time in that respect.

As I say, Mr. Chairman, our concern is with the hours of work, not only 
the cost factor to our members, but it does involve the economy of Canada if 
ships are held up by some regulation that would prevent them being serviced 
in the way we have serviced them in the past.

I think that is all I can say. We greatly appreciate being here. Captain 
McKee is here, and he of course knows more of the practical aspects of the 
matter. If he or I can be of further assistance to you, we shall be pleased to 
give it.

The Chairman: I take it that in summary what you have said is that you 
feel that in the form in which the bill now is before us, if there is enough 
authority in it to provide regulations that would deal with the problem which 
you have in relation to hours of work, you are going to try to make your 
way in connection with what shall be in those regulations?

Mr. Bourne: Yes, Mr. Chairman. We are speaking only for ourselves, 
not for the other people coastwise shipping industries, where our Canadian 
crews are involved, nor the Tugboat Owners Association, where there is a 
problem. We are speaking only for ourselves.

The Chairman: That is what I understand. I do not think there are any 
questions that need to be asked, are there?

Thank you very much Mr. Bourne, and thank you Captain McKee.
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We finished with the statement of Captain Hurcomb, and we got to the 
stage of questioning. The suggestion has been made that since the other facet 
of the evidence offered dealt with inland traffic, the ocean traffic might be 
put forward by Mr. Leitch of the Upper Lakes Shipping Company, and that 
we could hear his presentation, which will not be long. Then questions may 
be asked of both gentlemen in relation to all the aspects of that shipping. Is 
that agreeable to the committee?

Hon. Senators: Agreed.

Mr. John D. Leitch. President, Upper Lakes Shipping Limited: Mr. Chairman and 
honourable senators, I am President of Upper Lakes Shipping Limited which is 
the only Canadian shipping company operating both lake and ocean-going 
modern bulk carriers of any consequence. Our company completely supports the 
submission made by the Dominion Marine Association, but I would like to take 
this opportunity to point out the disastrous results which would follow the 
application of Bill C-126 as far as the development of a Canadian ocean-going 
fleet is concerned.

Our company presently operates two ocean-going vessels, one being a 
conventional bulk carrier, the motor vessel Wheat King, and the other being the 
25,000 dead weight ton self-unloading bulk carrier, Cape Breton Miner, which 
is currently employed in carrying Cape Breton coal to Toronto. This summer 
there will be a sister ship available which will make our company, I believe, the 
largest owner of ocean-going ships in Canada.

The submission concerning ocean shipping, which starts on page 33 of the 
submission of the Dominion Marine Association, contains a comparison of present 
wage costs of Canadian and other ocean-going ships. This table shows that 
Honk Kong crew costs are presently 45 per cent of Canadian ocean-going costs 
aud that these are graded up to German costs which are approximately two- 
thirds of Canadian costs. If provision is made for minimum wages, and the 
Present wage differential aboard ship remains—and I think I should point out 
that in fact on Canadian ocean-going ships at the present time there is a wage 
°t somewhere between 95 cents and $1 per hour. Actually, relatively few men 
°n board ship are paid these amounts, and they may be boy seamen or trainees, 
ar somebody involved in the galley department. I point out here that if this 
differential is maintained then it will go from 36 per cent of Canadian costs 
^ the case of Hong Kong crews to 52 per cent in the case of German crews, 
'hould the hours of work be limited to 40 as proposed in Bill C-126, Hong 
K°ng crews would then receive 29 per cent of Canadian wages, and German 
CreWs 39 per cent.

As even under the present wage scales and hours of work there is a 
inferential as against the next highest foreign ships’ wage costs, namely the 

vHtish, of $40,000 to $50,000 per year, it must be apparent that no Canadian 
essel can anticipate competing in the deep sea with any foreign ship. At the 
.r°sent time Canada has only four or five ocean-going bulk carriers of any 
Shificance. These ships only exist because of special circumstances, and are 

j competitive on the ocean markets because the great bulk of their activity 
t. Purely a domestic operation. The ocean-going operation is not considered in

bght of the return on investment, but whether it is better to operate a ship 
riug the winter months or lay it up.

jQ The committee should bear in mind that the United States completely 
a st Hs deep sea fleet, except for a portion which can only be retained by the 
^Plication of unprecedented operating subsidies. The great bulk of the oil, iron 
is&’ grain and other bulk commodities, carried in and out of the United States 

--ied in ships of other countries because they have allowed their wages and 
as h ■ g conditions to reach the point which the Canadian Merchant Marine, such 

ls- would reach if Bill C-126 were applied. There is no question that either 
21838—4
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the application of the hours of work clause, or the minimum wage clause, 
would cause these few ships to leave Canadian Registry at the earliest oppor
tunity, and that much employment, and the employment which one might hope 
for if the Canadian ocean-going fleet could develop, would be lost to this country 
unless great subsidies were applied.

The committee must understand that a ship is like no other operating unit. 
The men aboard ship regard their vessel as their home. Their cannot leave her 
on weekends. The ship cannot stop operating in the middle of the ocean simply 
to give the crew the weekend off. Customs of operating and the relationship 
between ship owners and seamen, which is presently operating to the satisfac
tion of both parties, have been built up over many years. Although there are 
minor variations, the operating conditions on ships are, on the whole, similar 
regardless of the nationality of the country. The country which decides to force 
special conditions on its seamen in order to increase employment will only force 
the transfer of ships to other countries.

The basic conditions of Bill C-126 involve minimum wages and hours of 
work. Our submission shows that neither of these factors may be applied to 
the shipping industry. We understand that there are to be certain relieving 
provisions, but such provisions must inevitably so distort and confuse the 
situation as it applies to the shipping industry that there is absolutely no 
other way to consider this bill than to exempt the industry from it completely.

In more general terms, Mr. Chairman, I see this bill as being one which 
might be forced on an industry where neither employers nor employees will 
welcome it. To the best of my knowledge, the industry was not consulted at 
any time while the bill was being drawn up, and the only outcome must be 
a steadily increasing amount of useless paper work and Government inter
vention.

I see this bill as a further intrusion on the efforts of a manager to plan 
his future operations. How much more difficult does it make it when one 
must wonder what kind of a long term contract one can make if in the fol
lowing months the minister can, in his discretion, impose terms which can sud
denly increase one’s wage or operating costs by 15 per cent. Furthermore, what 
plans of financing and designing of ships can exist when a sudden whim of 
the minister could necessitate a substantial increase in capital costs for neW 
crew accommodation?

Mr. Chairman, from time to time during the past two months, representa
tives of our company have approached the Department of Labour to attempt 
to discuss with them the effect of this bill on the shipping industry. The general 
impression has been that the Department is satisfied that this bill is politically 
timely, and will be pressed forward regardless of what submissions are made- 
I would like to feel that having now gone to the time and trouble of preparing 
a brief, and appearing before this committee, the submission of the Canadian 
Shipping Industry will get proper consideration and will not be considered 
a mere formality to allow disgruntled citizens to let off steam.

That is my submission, Mr. Chairman.
The Chairman: Captain Hurcomb, I think you had better come up here 

sit beside Mr. Leitch. Questions can then be addressed to both of you in respeC 
of inland shipping and the ocean-going trade. Have any members of the com' 
mittee questions to ask of Mr. Leitch or Captain Hurcomb?

Senator McCutcheon: I would like to ask first, Mr. Chairman, what th® 
number of employees is that will be covered by this bill if the shipping industr 
is covered?

The Chairman: Who is going to answer that question? .
Captain Hurcomb : I am afraid I am the one who will have to say th® 

we have not an exact answer to that, but perhaps an estimate of 5,000 mig 
be pretty close to the mark.



BANKING AND COMMERCE 51

Senator Thorvaldson: In that regard may I ask you, Mr. Leitch—perhaps 
you gave this information before I came into the room—how many employees 
are involved in your ocean shipping business today?

Mr. Leitch: There are relatively few. There would probably be about 
70 employees in our fleet, and in the ocean-going fleets, including one or two 
tankers, there might be, I think it is safe to say, 100. But, if you include the 
fishing fleets it can become quite vast, of course.

Senator Thorvaldson: May I ask, apropos of that, if this is a growing 
industry? Is the ocean-going fleet under Canadian registry growing?

The Chairman: Not very fast.
Mr. Leitch: Well, it has been increased by hundreds of percentage points, 

but a few years ago there were no ships at all. In fact, there are now, I would 
think, four or five very modern ships—that is, ships that would be modern 
in any place in the world—but they are operating because of special circum
stances. For instance, in the case of ships owned by Irving Oil, they are operat
ing because they are carrying that company’s own oil, and there are special tax 
advantages in that.

Senator Thorvaldson: My point is that this industry is starting to grow 
again.

Mr. Leitch: Yes. •
Senator Rattenbury: Mr. Leitch, your ships operate on three watches, four 

hours on and eight hours off?
Mr. Leitch: Yes.
Senator Rattenbury: And your crew space is designed to accommodate 

that number of crew?
Mr. Leitch: Yes, sir.
Senator Rattenbury: Simple arithmetic would bring me to the point where 

there are 24 hours in the day and seven days in the week, which totals 168 
hours in the week. If we divide that by three watches, then 56 hours would be 
the time that each man would have to work in the week?

Mr. Leitch: That is correct.
Senator Rattenbury: And each vessel is operating 7 days a week?
Mr. Leitch: Yes. Each watch keeper works a 56-hour week.
Senator Rattenbury: Am I correct in assuming that it would be impossible 

0r you to work a 40 hour or a 48 hour week and still operate the ship?
Mr. Leitch: Yes, sir, unless there were additional men put on, and there is 

110 space for additional men.
Senator Rattenbury: I am speaking of this bill now, under which you are 

a lowed a maximum of a 48 hour week.
Mr. Leitch: We could not work a 40 hour week.
Senator Rattenbury: You have to work a 56 hour week?
Mr. Leitch: We have to work a 56 hour week.
Senator Rattenbury: I have another question. You spoke of special circum- 

ances under which the Canadian deep water fleet is operating. I think you 
erationed something about a subsidy.

Mr. Leitch: Partially subsidy and partially contracts with Canadian cor- 
q rati°ns. For instance, we are operating one of our ships on contract with the 
^ ario Hydro Electric Power Commission to move coal in Canadian waters. 
Cov lp has to be a Canadian ship, an ocean-going ship, and the operations are

ered by its Canadian operations in Canadian waters.
Senator Rattenbury: She has to be operating in Canadian waters?

21838—
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Mr. Leitch: This is outside the actual coastal limits.
Senator Rattenbury: It is outside?
Mr. Leitch: Cape Breton.
Senator Rattenbury: Take a ship such as the M. J. Boylen. Her voyage 

takes three to four weeks. She goes to Antwerp and she may take a few days in 
excess of three weeks. The same thing would apply to her, going to Antwerp 
or a continental port. Two or three crew members may jump ship. That is not 
uncommon. Then the remainder of the crew are faced with the possibility of 
working more than 56 hours, not less?

Mr. Leitch: That happens quite frequently.
Senator Rattenbury: And they would have to get the ship home, regardless 

of the hours worked. Am I correct that your particular ship, going in deep 
water, is built under subsidy?

Mr. Leitch: Yes, sir.
Senator Rattenbury: How long does she have to remain under Canadian 

flag and Canadian subsidy?
Mr. Leitch: Five years.
Senator Rattenbury: If this act becomes law, then, at the end of five years 

we might have a decrease in our ocean fleet rather than an increase?
Mr. Leitch: I would think you definitely would have.
The Chairman: You mean a decrease in the ships on the Canadian register 

—not necessarily a decrease in the number of ships operating?
Senator Rattenbury: That is so. We are interested in the Canadian register.
Senator Kinley: The subsidy on the merchant marine, built in Canada, has 

not that been discontinued, or is to be?
Mr. Leitch: Temporarily. Suspended, I think, is the word.
Senator Kinley: Is the closing of navigation for foreign ships a help to 

your people?
The Chairman: It has not come in yet. The bill is still in the House of 

Commons.
Senator Thorvaldson: If this bill comes into operation, would you be com

pelled to flee to a foreign shipping registry?
Mr. Leitch: We have only one ship at the moment. We could transfer her 

now. The reason we do not is that we have had certain labour problems and 
we feel we had better keep her there. I think we will probably keep her 
there. But the raw economics in fact to us is $50,000 or $75,000 a year to keep 
her on the Canadian register. But there are other reasons for keeping her 
there.

Senator Burchill: You referred to the cost of other marine ships in other 
countries. How do the costs stack up with Norwegian, for instance?

Mr. Leitch: I think Norwegian and German costs are very close. We are 
probably 40 per cent higher than Norwegian costs.

Senator Burchill: A lot of our Canadian exports are being carried i° 
Canadian bottoms?

Mr. Leitch: Yes.
Senator Thorvaldson: As to ships of Greek registry, are their costs less 

than German costs?
Mr. Leitch: I believe Greek costs are slightly less than German costs.
Senator Kinley: Is British shipping under restrictions such as Canadian 

ships would be under, under this?
Mr. Leitch: Per crew or hours of work?
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Senator Kinley: For hours of work and for minimum wage?
Mr. Leitch: No, sir.
Senator Kinley: The British tend to leave their shipping alone?
Mr. Leitch: Yes, that is it.
Senator Thorvaldson: Are there ships of any country, to your knowledge, 

regulated in the way that you would become regulated under Bill C-126?
The Chairman: Under the way in which you might become regulated.
Senator Thorvaldson: Yes, might become regulated?
Mr. Leitch: I think these proposals are unique as applying to ships.
Senator Smith (Queens-Shelburne) : How much leave does a seaman on 

one of the ocean-going ships accumulate in a year?
Mr. Leitch: I think he has got something in excess of two months each 

year. I am not certain.
Mr. Houtman: There is no definite number of days. He has at least two 

weeks off on pay. Because we have them in the ocean operation, we have 
not gone into it too deeply, but the officers are, I believe, getting a month 
now. They do not accumulate like they do in foreign ships, where they do 
take time off. They get two weeks to a month. If the ship is being fitted out, 
they can take that time off as well.

Senator Smith (Queens-Shelburne): When one of the ships is in for re
fitting, are the crew all discharged, paid off the payroll, or are they still em
ployed with the company?

Mr. Houtman: The way we work is that if you want to take the time 
off, for reasons stated, you can take leave.

Senator Smith (Queens-Shelburne): That is not the point I was trying 
to get at. It is, if this bill comes into operation, whether it will mean you can 
take into account the averaging clause which is permissible.

Mr. Leitch: No, sir, I am almost certain it would not. The fact is that 
on the Lakes the people work eight months and then leave the ship and go 
somewhere else.

Senator Smith (Queens-Shelburne) : I assume he continues in the opera
tion of that ship.

Mr. Leitch: I believe that in deep sea the same thing would apply. A 
rtlan is not tied to that ship. He can stay on articles for a period of time. If 

stayed on for six months, he can leave the ship and go somewhere else, 
tt is so different from shore establishment.

Senator Smith (Queens-Shelburne): If you took your case before the 
board of inquiry, as provided in the bill, and if a recommendation were made 
that would in fact give you relief from the provisions which you now say 
c°ntain hardship, would you be so worried about that?

Mr. Leitch: Yes, sir. We should really be completely exempted. It is dif
ficult for businessmen to have to appear before boards. It simply does not fit 
ln Under these regulations.

The Chairman: That seems to be an occupational hazard.
Mr. Leitch: Yes, sir.
Senator McCutcheon: What is the bargaining unit with whom you deal in 

Aspect to your ocean-going vessels? Is it the same as with the others?
Mr. Leitch: Yes, the Canadian Maritime Union.
Senator McCutcheon: That is a reasonably strong union?
Mr. Leitch: Yes, sir.



54 STANDING COMMITTEE

Senator Bouffard: How does the United States deal with this, their rate 
must be higher?

Mr. Leitch: Yes, sir, their coasting trade is completely restricted and they 
have no ocean-going fleet other than one which is subsidized, 50 per cent of 
their operating cost and the other 50 per cent of construction cost.

Senator Bouffard: If we adopt the same procedure, the tax payers must 
pay it?

Mr. Leitch: Certainly there will be added cost, if the fleet is to be retained.
Senator Thorvaldson: Let us suppose that this bill goes through in its 

present form and your fleet becomes subject to the bill, and then suppose that 
you are invited to make your representations to a board for the purpose of 
obtaining exemption from this bill. Would you consider yourself in a secure 
position to expand your fleet and invest a large amount of money in expansion, 
if you were subject to such a board and to the minister’s discretion that would 
in that case be involved, or would you consider yourself more secure in a 
financial way, if you knew that you were subject to the terms of an Act of 
Parliament only?

Mr. Leitch: I do not know just how to answer that, other than that this 
puts another uncertainty into the business.

Senator Thorvaldson: That is my reason for asking this question.
Mr. Leitch: I think we would feel uncomfortable as to what the short

term decision of the minister may be.
The Chairman: As there are no other questions, thank you Mr. Leitch, 

thank you captain.
The Chairman: We have representatives here of the Railway Association 

of Canada, Mr. W. T. Wilson, Vice-President, C.N.R. Railway Association of 
Canada; and Mr. D. J. McNeill, C.P.R., Railway Association of Canada.

Mr. W. T. Wilson, Vice-President, C.N.R. Railway Association of Canada: Honour
able senators: I have with me Mr. D. J. McNeill, Vice-President of the C.P.R., 
and Mr. G. A. Richardson, who is the General Secretary of the Railway Associa
tion. Mr. Richardson will present the brief.

Mr. G. A. Richardson, General Secretary, Railway Association of Canada: Mr.
Chairman, Honourable senators, members of this committee: The Railway 
Association of Canada appreciates the opportunity of appearing before you to 
present its views in the form of a submission on Bill C-126, and because of 
the short notice apologizes for having to read into the record this summary 
which I have before me.

Before doing so I would like to state that the Railway Association of 
Canada is a Canadian association of railways comprising the following com
panies:

Algoma Central and Hudson Bay Railway
Canadian National Railways
Canadian Pacific Railway
Chesapeake & Ohio Railway
Great Northern Railway
Midland Railway Company of Manitoba
Northern Alberta Railways
The Ontario Northland Railway
New York Central Railroad Co.
Pacific Great Eastern Railway 
Quebec North Shore and Labrador Railway 
Toronto, Hamilton and Buffalo Railway 
Wabash Railway Company 
White Pass and Yukon Route
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When Bill C-126, Canada Labour (Standards) Code, was introduced in the 
House of Commons the broad intent of the Bill was stated to be: 

to establish “minimum labour conditions” ;
to ensure that all employees within federal jurisdiction would have, as 
a matter of right, “as high a standard in these basic labour conditions as 
is within present reach”; and
“to help spread employment among the work force”.

Its provisions will apply to some 556,000 employees within federal juris
diction of whom approximately 25 percent are employed in the railway in
dustry.

There can be no quarrel with provisions which may be necessary to 
protect the health, efficiency or general well-being of employees. Some of the 
provisions in Bill C-126, however, go far beyond this intent and if applied to 
certain groups, would, because of the nature and conditions of their work be 
wholly inappropriate. Some provisions would also increase the level of benefits 
established through the process of collective bargaining for employees already 
occupying a leading position among Canadian wage earners. For these reasons, 
passage of the Bill would create serious inequities among employees, would 
place an excessive cost burden on railway operations and have other distorting 
effects which could not have been intended.

The railways are • a long established industry some of whose employees 
were organized before the turn of the century and 85 percent of whom are 
represented by mature, powerful unions with a long and successful experience 
in collective bargaining. It would have been expected, therefore, that a labour 
code which was intended to establish “minimum labour conditions” would have 
only slight impact, if any, on such an industry. This is not the case.

One reason is that the Bill seeks to apply uniformly to all types of em
ployment situations a set of standards which have been basically devised to 
aPply to only one, albeit a more common, type of employment situation.

The eight-hour day and forty-hour week with penalty overtime as well 
ns the eight general holidays with pay are at least capable of accommodation 
ln manufacturing establishments where regular hours can be scheduled during 
a normal five-day week, where periodic cessations of work at nights, week- 
ends and general holidays are not in conflict with the nature of operations, or 
^here regular eight-hour shifts can be established and the work is done at 
a constant pace in a fixed plant and under direct management supervision.

These characteristics do not exist in many railway operations and, despite 
me efforts made in the Bill to facilitate application of the provisions in certain 
aPusual employment situations, the Bill in its present form would impose heavy 

Urdens on the railways and on their employees engaged in operations the 
hature of which require provision of round-the-clock, year-round services to 
h® Public with peak periods at nights, week-ends and general holidays.

For example, it may be practicable to establish penalty overtime for hours 
forked in excess of eight per day and forty per week in those employment 
^nations where there is a stable work force normally working an eight-hour 
fy and a five-day week and where overtime is occasional; but in a number 
t railway operations it is not reasonable to do so.

A majority of railway employees work forty hours per week or less and 
aUjoy seven general holidays. Certain groups, however, do not because the 

ature and requirements of their work make such conditions inappropriate. 
a These same employees have in the process of collective bargaining sought 
ud agreed upon wages and working conditions which take these differences 

requirements fully into consideration and which, at the same time, have
them in the forefront of all workers in Canada. They have been able to 

aintain this position notwithstanding the minimal growth in railway business 
rin8 the last decade. There can be no question of the effectiveness and bar-
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gaining power of the unions which represent these employees, but throughout 
the North American continent they have chosen to negotiate benefits more 
desirable to them and compatible with and appropriate to the nature and 
requirements of their work than limitation of hours.

Imposition of the provisions of the Bill would also cut deeply into the area 
and scope of collective bargaining. Some employee groups which have already 
obtained through collective bargaining earnings among the highest in Canada 
would, by legislation, be put in a still more favourable position. This is bad 
in principle, because if a union obtains such benefits through legislation, it is 
encouraged to seek further gains through this medium. This bypasses true 
collective bargaining and deprives the employer of the right to bargain for 
adjustments desirable in his operations as an offset to the union demands.

Collective bargaining has long been acknowledged to be the best method 
of arriving at a level of wages and working conditions in industries where 
employees are sufficiently organized to be able to protect their own interests. 
The whole of federal industrial relations law has been designed to encourage 
private collective bargaining and to provide safeguards for the interested 
parties and the general public.

True collective bargaining recognizes the economic realities which face a 
company and its industry. It also recognizes special working conditions or 
situations and the prevalence of practices elsewhere, all of which is to the long 
run benefit of both the railways and their employees.

Disregard for these factors can produce completely impractical situations 
between employees and their employers. For instance, certain provisions of 
Bill C-126, when unilaterally imposed through legislation on certain employee 
groups, produce the paradoxical result of reducing employee earnings and in
creasing the railways’ costs at one and the same time.

For the past ten or fifteen years the Canadian employer has been under 
the pressure and necessity of avoiding unnecessary labour costs. Any restriction 
on the use of labour increases its costs just as much as a direct increase in 
wages. Clearly as the cost of labour continues to increase there will be more 
and more displacement of labour. The proposed legislation going beyond what 
is already provided in collective agreements, will inevitably discourage the 
employment of labour.

APPLICATION TO RAILWAY OPERATIONS 
Part I—Hours of Work

The eight-hour day and 40-hour week is currently enjoyed by the vast 
majority of non-operating employees and by operating employees in yard 
service. Employee groups not on a 40-hour week comprise running trades em
ployees in road service, sleeping and dining car employees, extra gang labourers, 
signal maintainers employed mainly at isolated line points and employees in 
marine services. In each instance the reason why these conditions do not apply 
lies in the unique nature of the operations in which the group is involved or 
the particular circumstances under which the work must be performed.

Road Service Employees—Running Trades: These are the employees who 
actually operate the trains. They are not paid according to an eight-hour day- 
forty-hour week but according to a combination of factors which have developed 
through collective bargaining over the years and which reflect the unique 
conditions under which these employees work.

A “day” as understood in other forms of employment has no relation to 
a day’s work for road service employees in the railway industry. These e®' 
ployees work and are paid under what is known as the dual basis of P3^’ 
which provides for payment on the basis of miles or hours, whichever is to® 
greater. For example, the basic rate of pay in freight service is specified to 
a day of eight hours or 100 miles. The hourly rate is one-eighth of the basi



BANKING AND COMMERCE 57

daily rate; the mileage rate is one-hundredth of the daily rate. This mileage 
rate is paid for all miles run in excess of 100 in addition to the basic rate. 
However, in any tour of duty where the miles run are less than 100, a minimum 
of 100 is paid.

The purpose for which the dual basis of pay was devised was twofold:
(a) to provide payment on a mileage basis as an incentive to encourage 

employees to get over the road as quickly as possible, and
(b) to protect employees against their time on duty being excessive 

in relation to the miles run.

Since 1918 the standard speed for the determination of overtime has been 
12 J miles per hour—that is in the relation between the basic mileage of 100 
for a day and the basic eight hours for a day. Protection to the employee against 
his time on duty being excessive in relation to the miles run is afforded by 
the provision that he will be paid on the basis of miles or hours whichever 
is the more favourable to him. If an employee completes a run in less time 
than it would take at the standard speed of 12£ miles per hour, as is usually 
the case, he is paid on the greater than the time it would take at the standard 
speed of 12| miles per hour, overtime is paid for the excess hours.

The foregoing can be demonstrated by reference to a run of 125 miles. 
The time allowed to complete such a run at “standard” speed would be 125 
divided by 12£ or 10 hours. If an employee completed such a run in six hours, 
°r four hours less than that required at “standard” speed, he would be paid 
°n the basis of miles that is 125. In other words, he would be paid for 125 miles 
rather than for six hours which at the “standard” speed would only be 75 
Khles. However, if an employee completed the run in twelve hours, two hours 
fiaore than that required at “standard” speed, he would be paid on the basis 
°f actual hours worked, two of which would be at the overtime rate.

Overtime rates on both major railways differ as between Eastern and 
Western Canada.

In Eastern Canada overtime is paid at penalty rates of time and one-half.
In Western Canada overtime is paid at pro rata rates. This is because 

special or arbitrary payments are made in respect of switching at junction 
Points and time at turn-around points when trains are turned between terminals, 
fhese payments are in lieu of a penalty rate being applied to overtime and 
ave been regarded by the employees concerned as being more favourable 

to them.
Payments to road service employees paid on the mileage basis are not 

^onfined to miles actually run. Additional payments are made on the basis of 
a miles per hour for time delayed at terminals before commencement of 

, e r°ad trip; for time held on duty yarding trains and delivering engines to 
°Ps or crew changeoff points on completion of the road trip; for time delayed 
r°ute performing work train service; and in Western Canada, as mentioned, 

°r time switching at junction points and time at turn-around points.
The manner in which these special payments increase payment for miles 

jO ually run can be demonstrated by again referring to a run of 125 miles.
a crew were delayed at the initial terminal for one hour before commencing 

t»e road trip, consumed five hours in running the 125 miles, were held on duty 
lrty minutes after completing the road trip, and were delayed one hour 
r°ute performing work train service, payment would be paid as follows:

Delayed at the initial terminal — 1 hour = 12£ miles
Work train service enroute — 1 hour = 12 J miles
Road miles run — 5 hours=125 miles
Delayed at the final terminal —30 mins. = 6J miles

Total miles paid 156 miles
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In this example although the crew was on duty over 7J hours it would receive 
slightly more than 1£ times a basic day’s pay.

This is a representative example of the application of the dual basis of 
pay and it also illustrates that hours paid for are frequently 50% to 70% greater 
than actual hours worked.

By reason of the fact that the great majority of earnings of road service 
employees accrue from payment on the mileage basis of pay rather than the 
hourly basis under the dual basis of payment, the extent to which these 
employees are permitted to work is regulated not by hours, or by days, but 
by miles.

Provisions in Collective Agreements arrived at through the normal collec
tive bargaining process, limit the number of miles which these employees are 
permitted to work each month, and monthly guarantee payments are expressed 
in terms of miles, and not by hours or days.

The dual basis of pay allows employees working on higher speed runs to 
make their allowed earnings in a shorter space of time than those on slower 
speed runs. The latter group, therefore, may have to work a greater number 
of hours in a month in order to equalize their total monthly earnings.

According to the latest figures available from the Dominion Bureau of 
Statistics, the dual basis of pay has resulted in average annual earnings for 
the year 1963 for all road service employees on Canadian railways of $6,904.

The advantages of the dual basis of pay to road service employees can best 
be demonstrated by reference to their actual earnings. For example, in 1963 
the earnings of full-time running trades employees of Canadian Pacific who 
performed some work in each month of 1963, were:

Engineers Conductors Trainmen Firemen Total
$10,001 to $11,000 8 1 9

9,001 to 10,000 169 4 173
8,001 to 9,000 464 52 5 8 529
7,001 to 8,000 238 427 107 239 1,011
6,001 to 7,000 42 272 875 476 1,665
5,001 to 6,000 8 41 504 107 660
4,001 to 5,000 1 5 76 7 89
3,001 to 4,000 1 6 7

These earnings do not include wage increases ranging from 3£ to 6£% agreed 
to in settlements reached with these employees in 1964. The fact that 80% 
of these employees earned over $6,000 in 1963 and that only 2% earned less 
than $5,000 is clearly indicative of the extent to which they already enjoy 
monetary advantages greatly in excess of the standards contemplated in Bill 
C-126.

It is significant to note that road service employees have never asked oi 
even suggested that they should be placed on an eight-hour day, 40-hour week- 
They have realized that these conditions are incompatible with their present 
advantageous basis of pay. That an eight-hour day, 40-hour week should noW 
be implemented through legislation, without due regard to all factors concerne > 
will be unique in North America, and cannot do other than create grave 
anomalies for which there is no logical justification.

There are other conditions which, so long as the mileage method of Pa^ 
ment remains in effect, emphasize even further the inappropriateness of apply 
mg the “Hours of Work” provisions of Bill C-126 to road service employees-
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Collective agreements covering these employees provide the following 
monthly mileage guarantees and minimum and maximum monthly miles 
allowable:

Monthly Maximum Monthly Miles 
Guarantees Allowed

Trainmen—Freight ............. 2800

—Road Switcher . 2600

—Passenger ......... 4500

3800 (Western Canada) 
4300 (Eastern Canada) 
3800 (Western Canada) 
4300 (Eastern Canada) 
5700 (Western Canada) 
6000 (Eastern Canada)

Minimum 
Monthly Miles

Enginemen &
Firemen—Freight ............. 3200

—Passenger ......... 4000

Maximum 
Monthly Miles

3800
4800

While the majority of road service employees exceed their minimums on 
the mileage basis of payment in less than 40 hours per week, many, due to the 
nature of the service in which they have chosen to work, work in excess of 
these hours in order to make the miles to which they are entitled under their 
Collective Agreements. If the latter were to be restricted to eight hours per 
hay and forty hours per week, they could not continue to maintain present 
earnings. In many cases these are senior men holding these runs through 
exercise of seniority.

During the period of the recent heavy grain movement for export to 
Russia the maximum monthly mileage permitted train service employees under 
their Collective Agreement had to be lifted at several locations to prevent 
interruption in the movement of grain for export. It may be true that the 
Movement of this grain might have been considered an exceptional circum
stance which would have justified the issuance of a permit to authorize hours 
forked by employees in excess of the maximum hours of work permitted 
Under the Bill. However, the railways would have been subjected to heavy 
Additional costs over and above existing premium rates of pay, through pay
ment of penalty rates in respect of the excess hours so authorized in order to 
ensure the continuous flow of grain.

Senator Aseltine: To what extent would that excess have been a heavy 
Additional amount?

Mr. McNeill: About 20 per cent.
Mr. Richardson: Had additional men been available to be hired to per- 

o/k1 excess service—which they were not—the effect of the restriction 
ein °Urs *or re§ular employees would have been to create only temporary 

Edoyment for other persons who would then have been laid off.
Senator Thorvaldson: Could you have got the name, anyway? 

ref ^r" Rïchardson: That is the point, we probably could not, and I think we 
er to this subsequently.

Mr. McNeill: We so say—we could not.
Richardson: Railways, by the nature of the demands made for their 

tirn 1Ces’ have to cope with a considerable fluctuation in traffic levels. Some
th q!’ as in the case of the Russian wheat movement, these fluctuations may 
of : considerable size and duration. Traditionally they have been taken care
ivhU Part by variation in the quantity of work performed by regular employees 

0 vùll operate up to the maximum mileage limitation, or, if necessary, in
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excess of these limitations. With a decrease in volume of work as the partic
ular traffic movement finishes, mileage falls back to a normal level. A rigid 
restriction of hours such as proposed would force the employment of men for 
temporary periods only, creating instability of employment that is contrary to 
the public interest.

It is also the experience of the railways that in times of peak traffic 
volume, employees of a type suitable for running trades service are not avail
able for only temporary employment. It is not in the interests of public safety 
that rigid limitations of hours should force the railways to consider the em
ployment of unsuitable persons in these positions.

A significant number of these running trades employees are assigned in 
service governed by the specific needs of patrons of the railway industry.

Some are assigned to road switcher and wayfreight trains whose prime 
function is to service industry. Such service must of necessity be geared to the 
requirements of the railways’ customers, all of whose requirements cannot 
always be met in the same eight-hour period worked by each of the separate 
industries. The result is, of course, that road switchers and wayfreights must 
frequently spend more than eight hours fulfilling the needs of the respective 
shippers and consignees.

A similar situation exists in respect of suburban commuter service. The 
function of this service is to bring people residing in suburban communities 
to work in the morning and return them to their homes at night.

The Chairman: It is three o’clock, and just about the Senate’s time for 
sitting. Is this a good place in your presentation to break off?

Mr. Richardson: It is quite a logical place.
The Chairman: We shall reconvene when the Senate rises, which we 

anticipate will be about 4.30 p.m.
The committee adjourned.

—Upon resuming at 5 p.m.
The Chairman: Order, please. Mr. Richardson is going to continue the 

presentation of his brief.
Mr. Richardson: Turning now to suburban commuter service, a similar 

situation exists in respect of suburban commuter service. The function of this 
service is to bring people residing in suburban communities to work in the 
morning and return them to their homes at night. While the actual working 
time in this service does not usually exceed four hours per day, the total 
hours on duty of the crews, for which they are paid, must be longer than the 
average commuters time away from home and, therefore, averages ten t° 
twelve hours per day. If these and other requirements of the railways’ patron5 
are to be met, train crews cannot always perform the services required withh1 
the standard hours of work prescribed by the Bill. In these circumstance5 
the imposition of an absolute unqualified penalty for failing to do a thing whic 
cannot reasonably be done is completely lacking of justification.

An attempt by the railways to lessen the impact of these penalties on thei 
operations would involve, in some cases, forcing employees to change thei^ 
residence to less suitable locations, and in others, an increase in the time ein' 
ployees would have to spend away from home. It would also seriously afïct, 
the efficiency of Canadian railway operations which is so necessary for the #°° 
of the whole economy.

The railways, therefore, strongly oppose any statutory application of th® 
con ltions contemplated in Part I—Hours of Work—to the road service grow 
w ose entire pay structure has traditionally recognized the unique work10" 
on nions associated with the operation of road freight and passenger trail1 *



BANKING AND COMMERCE 61

and whose method of payment already provides premium benefits that are not 
only in lieu of but greatly exceed the benefits of the eight-hour day, 40-hour 
week, as those conditions affect the normal run of employees. To compound 
through legislation the advantage already enjoyed by these groups is in
equitable and unjust not only to the railways but to all other employees both 
inside and outside the railway industry who will not enjoy these compounded 
benefits, and this could surely not have been the intent of the Bill.

Sleeping and Dining Car Employees: The working conditions of employees 
in Sleeping and Dining Car Service require hours on duty in excess of eight 
per day and 40 per week. Their monthly rates of pay are based on 208 hours 
per month (48 hours per week).

The hours of duty of Sleeping and Dining Car staffs cannot reasonably be 
limited to eight hours per day while enroute on passenger trains since the 
services required by the travelling public necessitate these employees being 
“on duty” as much as sixteen hours in dining car service and as much as 20 
hours in sleeping car service in a particular calendar day. Assignments are, 
however, established for these crews on a basis that results, as nearly as pos
sible, in 208 hours per month (48 hours per week) on which hours their 
monthly salary is based. Under this arrangement the long hours on duty while 
enroute are offset by longer lay-over periods between trips.

If the railways were required to pay penalty rates after eight hours on 
duty per day, the increased payroll cost would be prohibitive and would make 
Sleeping and Dining Car Services so much more expensive as to force the 
railways to curtail drastically such services or eliminate them completely.

An attempt to lessen the impact of penalty time by shorter hours would 
uivolve unsatisfactory service to the public, and actually increase layover time 
aWay from home for the employees, thus decreasing their useful leisure hours 
at their homes.

Extra Gang Labourers: These employees are not paid according to a 40- 
uour week because their work must be performed during approximately six 
Months of the year, as the weather permits. Existing agreements with these 
employees provide for a nine-hour day, six-day week at straight-time rates of 
£ay- A restriction in hours to a maximum of 48 would reduce weekly earnings 
dy nearly four percent even when time and one-half rates are paid after 40 
hours. The cost to the railways per hour worked would be increased by more 
han eight percent since nine employees would be required to perform the 
y°rk that eight did before and each would be paid time and one-half for 
°urs worked over forty.

A restriction in the number of hours that could be worked by extra gang 
j^nployees, as is proposed in the Bill, would impose an unfair and unnecessary 
ardship upon them. It would be tantamount to an enforced lay-off and the 
*tra leisure time resulting therefrom would not be to their advantage. For 

j e most part they live in boarding cars away from home and usually at small 
plated points. During off duty hours there is little, if anything, for them to do.

Ven though not working their living expenses would continue. Most im- 
, °rtant, however, it would be an injustice if these employees who work long 
vJ>Urs in order to build up their earnings during the active months of the year 

ere to be prevented from doing so particularly when, by choice or necessity, 
any of them remain idle during the winter months.

Signal Maintainers: Certain other groups of railway employees are not 
aid according to a forty-hour week because the nature of their work requires 
em to be on call for longer periods, although not necessarily at work during 
°Se Periods.

Wa This is true’ for example, of some groups of employees in maintenance of 
as y road machinery repair shops, of mechanics engaged in road repair work 

Well as of signal maintainers and signal maintainers’ helpers. The basic
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forty-hour week was established for the latter employees on June 1st, 1951, 
with attendant upward conversion of 20% in hourly rates to represent the 
same take-home pay as had formerly existed when these employees worked a 
basic forty-eight hour week. However, due to the character of the work of these 
employees, being required as they are to effect emergency signal repairs that 
may be necessary without regard to the hour, the day or the night, a basis of 
payment consistent with the requirements of the job was negotiated and forms 
part of the existing collective agreement. These employees have two days off 
per week and on one of these days they are required to be available for call. 
They may also be called out after their regular working hours on any of their 
regular work days.

The hourly rates for these positions reflect the forty-hour week conditions 
but they are paid for 2054 hours each month. The basic monthly hours of a 
40-hour week are 1694, and the extra hours paid these employees each month 
are to compensate them for any emergency calls required outside of their regular 
hours of duty.

In actual practice, these employees might not be called out on a single 
occasion in the month but they are still paid for 2054 hours (48 hours per 
week) even though only 40 hours per week were actually worked.

It will be readily apparent, in the light of the foregoing, that the imposi
tion of penalty overtime rates in respect of hours that might be worked in 
excess of 40 per week would compel the railways to reduce the present 
guaranteed payment of 2054 hours to 1694 hours, a reduction of approxi
mately 20%.

Marine Service Employees: In marine services the principle of the 40- 
hour week is recognized. However, the nature of these services requires that 
the principle be adapted to the type of operation, the type of ship and length 
of voyage.

Collective agreements with water transport employees reflect the specialized 
working conditions while fully recognizing the basic principle of the 8-hour 
day. In these services, crews may be at sea for several days and, while on board, 
work on watch systems of four hours on and eight hours off, or six hours on 
and six hours off. Other conditions of service sometimes dictate work days 
of up to 12 hours as well as spreads of up to 14 hours in which to perform 
a day’s work. These working schedules have evolved through collective bar
gaining.

While at sea rest days are accumulated and annual leave is earned. Addi
tional leave with pay may also be earned in lieu of overtime when employees 
work in excess of eight hours per day. These days of accumulated paid time 
off may be taken at the end of each tour of duty, but generally are taken at the 
end of the navigation season. Crew members are thus able to remain on the 
payroll after the close of navigation.

The advantages to the employees in these practices lie in extending the 
period of the year in which they remain on the payrolls of their employers 
and so shortening the period of winter unemployment, as well as to extend 
the length of contribution periods to pension funds and thus build larger 
pensions for retirement. Also, more leisure time ashore is made available to 
the men.

Advantages for employers are that they are better able to retain skill6 
workers in seafaring occupations from year to year.

Application of the Bill’s provisions in such circumstances are not on y 
impracticable but would be unnecessarily costly to the employer, for 
crews would be required and this, in turn, would necessitate increased spa6 
for their accommodation as well as increased costs of subsistence, all at th 
expense of revenue earning capacity.
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Part II—Minimum Wages: This part of the Bill provides for a minimum 
hourly wage of $1.25.

Minimum rates authorized by provincial governments range from fifty 
cents per hour for men in Newfoundland and sixty-five cents per hour in New 
Brunswick to $1.00 per hour in the industrial centres of Ontario.

An inevitable consequence of imposing a minimum hourly wage which 
exceeds levels authorized by provincial governments will be that existing 
patterns of wage differentials which have been achieved through private 
collective bargaining in both federal and provincial jurisdictions will be 
disrupted. This will lead to fresh demands for higher wages and fringe benefits 
from strongly placed labour unions. Others will follow suit, and the outcome 
will be increases in wages and other labour costs which are unrelated to work 
done, productivity or profitability.

Extra gang labourers and probationary sectionmen whose rates would be 
affected by this provision are casual workers who may or may not become 
regular employees and are invariably hired on a temporary basis at rates 
prevailing in the community where hired.

In telecommunications there are certain marginal services provided to 
the general public which the railways would not be justified in maintaining 
if forced to pay minimum wages of $1.25.

The major railways employ 427 messengers who are 17 years of age or 
more and approximately the same number under age 17. If forced to pay 
telegraph messengers 17 years of age or more a minimum wage of $1.25 per 
hour, the messengers’ payroll cost to the railways would increase by 45%.

Today, a messenger can deliver an average of seven messages per hour but 
a telephone operator is capable of completing an average of 16 per hour. 
It is logical to assume that under these circumstances an increase of 45% 
in the wage cost of providing this service will force the railways immediately to 
initiate more economical means of handling telegraph traffic, dispensing with 
the services of messengers.

Also affected would be the rates of office boys which, as in business 
generally, are based on age, education and degree of experience and which 
are established at a level providing a suitable differential with the clerical 
Positions to which they are normally promoted.

Part IV—General Holidays: The existing practice which again has evolved 
through the collective bargaining process provides seven general holidays with 
Pay to all employees excepting extra gang labourers and the road service 
employees of the running trades. Monthly-rated employees in all classifica
tions have traditionally received time off on general holidays without pay 
reduction while hourly and daily-rated employees covered by collective agree
ments secured five general holidays with pay in 1955, an additional holiday 
ln 1956 and the seventh in 1957. Since 1957, agreements reached with yard 
service employees of the running trades group, who are paid on the daily 
basis, have provided seven holidays with pay.

General holidays are not included in the working conditions of road service 
employees to which group reference was made earlier. Nor are general holiday 
Provisions in effect for any road service running trades employees on the North 
-American Continent who enjoy the advantages of the dual basis of pay. It is 
m°rth repeating that the working conditions of such employees already recog- 
^Ze the requirements of their service in accordance with the necessity of 
l'ile railways discharging their obligations as common carriers seven days a 
Week and 365 days per year.

When the majority of employees can be released for the holiday the 
Undamental principle of penalty payment is effective; where the majority of 

^mPl°yees cannot be released for the holiday, as in the case of road service 
mPl°yees, the principle of the penalty payment is defeated. To apply a penalty
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where it cannot be effective in eliminating or controlling work performed 
would be contrary to the generally accepted principle governing penalty 
payments.

The railways have never quarrelled with the position that the basic system 
of pay applicable to road service employees as well as their level of pay 
should, as it does, reflect the unusual requirements of the service, including 
work performed on general holidays without extra remuneration. Under the 
dual method of pay the increased average speeds have resulted in these 
employees earning their pay in fewer and fewer hours. To add to these 
advantages, as would be done if Bill C-126 were enacted in its present form, 
is without justification.

On sixteen different occasions since 1950, the three major Brotherhoods 
representing running trades employees have submitted demands pertaining 
to general holidays with pay on both major railways. In ten cases such 
demands were withdrawn by the Brotherhoods in the collective bargaining 
process; in the remaining six cases, Conciliation Boards were appointed to 
consider these demands and after thorough investigation, rejected them.

In respect of classes of employees for whom general holidays are practical, 
Section 33 of the Bill goes far beyond prevailing practice in requiring that 
an employee need only receive wages in respect of one day in the week in 
which the holiday occurs in order to qualify for the holiday pay. Such a 
provision will undoubtedly encourage absenteeism among employees on the 
holiday as well as on the days preceding and following the holiday.

Mr. Wilson: If I can interrupt there, Mr. Chairman, I would point out 
that there is, of course, an amendment to that section which is not reflected 
in this brief.

The Chairman: Yes, I was just looking at it.
Mr. Richardson: Under most collective agreements an employee must render 

service on the work day of his work week immediately preceding and imme
diately following the holiday and be available for duty on the holiday if he is 
scheduled to work on that day in order to qualify for the holiday pay. In 
the most recent proceedings before a Board of Conciliation involving the non
operating employees of the railways, the Board considered and rejected the 
unions’ request that an employee qualify for the holiday pay by working only 
either the day before or the day after the holiday, maintaining the present 
practice that he must work both the day before and the day after.

In April 1964, a special survey covering 100 large manufacturing es
tablishments in Canada was conducted at the request of the railways by the 
Economics and Research Branch of the Department of Labour in respect of 
qualification requirements pertaining to paid general holidays for non-office 
employees in outside industry. It shows that more than 90% of the employees 
involved in the survey were required, in order to qualify for payment f°r 
the general holiday, to work on the work day preceding and/or the work 
day following the holiday.

It is a matter of serious concern to the railways that such prevailing 
qualification requirements recognized as necessary in most collective agree
ments and ratified by Conciliation Boards have been completely overlooked 
in the Bill.

In addition provision through legislation of eight general holidays t0 
certain groups and an eighth general holiday to all other railway employe65 
15 nnother example of encroachment by government on an area of working 
conditions which, in Canada, traditionally has been the subject of private 
co ective bargaining. If legislative action is to be the means through whic 

?,se 3enefits are to be provided rather than through the normal process 6 
co ec ive bargaining then reliance by unions on the bargaining process Wi
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be diminished. This will encourage parties to the collective bargaining process 
to substitute political pressure for collective bargaining when seeking changes 
in labour contracts.

It is readily apparent that the unique nature of certain railway operations 
is not appropriate for application of labour standards primarily suited to 
industrial establishments characterized by regular hours of work performed 
by a stable work force. Recognition should be given to these unusual conditions 
so that the burden of unfair and unjustifiable costs that would be imposed upon 
the railways if Bill C-126 is enacted in its present form may be minimized. 
The following changes are accordingly urged:

1. Part I—Hours of Work: That provision be made to exempt from the 
Act employees whose duties necessitate irregular hours of work as well as 
employees engaged in work that is limited by seasonal factors and in respect 
of whom conditions of employment are established under a collective agreement 
as such agreement is defined in the Industrial Relations & Disputes Investiga
tion Act.

The Chairman: Would you add there, in the language of the bill, another 
condition—“and the benefits under the agreement are greater than the benefits 
under the bill”?

Mr. Richardson: It is a fact, Mr. Chairman, that benefits under our 
agreements are greater.

Senator McCutcheon: What do you mean by “benefits”?
The Chairman: I am referring to clause 4, which is a general clause 

preceding Part I.
Senator McCutcheon: I do not understand that clause any more than 

our witness this morning did. If the clause refers to monetary benefits, then 
I think the witness probably gave the correct answer.

The Chairman: It would appear the sum total does not—
Senator McCutcheon: Who is to judge the sum total?
The Chairman: I suppose that in the first instance the employer would 

get advice as to the position, and the union would take advice, and if they 
could not resolve it—

Senator McCutcheon: I am afraid there would be still greater uncertainty 
then than there will be if this bill goes through, as to the question of fact.

The Chairman: Clause 4 contains this provision now.
Senator McCutcheon: I appreciate that.
The Chairman: It says:

—nothing in this act shall be construed as affecting any rights or
benefits of an employee under any law, custom, contract or arrangement— 

There is the employee’s right to work 56 hours or to work 40 hours.
Mr. Richardson: It is in general. It is “under any law, custom, contract 

0r arrangement”.
Senator McCutcheon: All right. The contract is a union contract. They
now asked to work 56 hours, as we learned today, if their union allows 

tlem and if it is more favourable.
> . The Chairman: Their benefits may be more favourable as a result of that.

the sum total we have to look at.
Senator Thorvaldson: On the whole, you have more benefits.

f Mr. McNeill: I missed Mr. Richardson’s reply to your question, but as 
■L r as the C.P.R. is concerned, I think that for the purpose suggested it would 

e completely impractical, as Senator McCutcheon says. In our negotiations, 
21838—5
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we have had a long negotiation with these unions, and I should like to point 
out that they are mature and economically powerful unions. They have traded 
one benefit for another. I can say this because I do not think it would be 
denied by the unions—the running trades, for example, have recognized their 
conditions of employment are not appropriate for limited hours of work, but 
they have sought a limitation of the hours of work for trading purposes solely. 
They have had the advantage of trading on those hours of work. In the result, 
I do not know how you could evaluate the total agreement that is arrived at 
by collective bargaining in those circumstances.

The Chairman: Then what you are saying is that clause 4 is of limited 
application in any case, where you have a collective bargaining agreement.

Mr. McNeill: That is our contention, that the protection is in the col
lective bargaining process.

Senator McCutcheon: Certainly, where you have this dual pay.
The Chairman: My interjection provoked some discussion. Whether it 

clarified it or not, I do not know.
Mr. Richardson: Our second recommendation is:

Part II—Minimum Wages:
(a) That in the case of seasonal and probationary employees the mini

mum wage be progressive over a period of two years e.g., a minimum 
of $1.00 during the first year, $1.15 at the end of one year, $1.25 
at the end of two years;

(b) That there be a lower minimum in respect of employees in receipt 
of tips or other gratuities or commissions.

Our third recommendation is:
Part IV—General Holidays:
(a) That provision be made to exempt from the Act: (i) employees 

whose duties necessitate irregular hours of work as well as em
ployees engaged in work that is limited by seasonal factors and in 
respect of whom conditions of employment are established under a 
collective agreement as such agreement is defined in the Industrial 
Relations and Disputes Investigation Act.

Senator Isnor: May I inquire, in relation to that clause, if the original 
bill provided for seven holidays. There are now eight. Did either of your 
associations make representations in regard to the extra holiday?

Mr. McNeill: No, sir, they never got a chance.
Senator McCutcheon: They never got a chance. It was done in the house-
Mr. McNeill: The amendment took place in the House of Commons. This 

was the first opportunity we had to be heard on it.
Senator Isnor: That is to the credit of the assembly. I understood that 

your answer was “No,” that you never made representations. Thank you.
The Chairman: Do I understand that you are now making representations 

that seven general holidays instead of eight is more desirable as far as y°u 
are concerned?

Mr. McNeill: To make it abundantly clear, if this is to be legislation °n 
standard provisions, in our view seven is more than the standard provisi°n’ 
but with respect to running trades employees it is our recommendation tna 
statutory holidays should not apply, that they should be exempted from tha 
provision, owing to the nature of their work and the nature of their conditio11 
of employment.

The Chairman: Is that covered in your collective bargaining agreement-
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Mr. McNeill: There are no statutory holidays provided for employees 
under our collective bargaining agreement.

Mr. Wilson: Nor, may I add, in the agreement of any other railroad on 
the North American continent, because of the peculiarity of the assignments 
these men work. If they have a seniority to bid for a run on a certain day, and 
the run operates on Christmas day, this is a fact of life in railroading and 
that fact has always been recognized over the decades during collective 
bargaining, as one of the factors which establish the high rates of pay and 
the dual system of pay for people who work in the running trades.

The Chairman: You say it is a peculiarity of the running trades that you 
cannot distinguish one day from another, is that right?

Mr. Wilson: Yes.
Mr. Richardson: The second part of this recommendation is (a) that 

provision be made to exempt from the act probationary employees, and (b) 
that an employee must work both his working day before and his working 
day after any general holiday in order to qualify for pay for the holiday and 
that an employee required to work on a general holiday shall be paid in 
addition to his regular wages for that day, one additional day’s pay at his 
regular rate of wages.

Senator Pearson: In other words he gets paid for four days?
Mr. Richardson: That is right sir.
Mr. Chairman, may I make room for two other railway employees to assist 

in answering questions?
Mr. W. T. Wilson, Vice-President, C.N.R., Railway Association of Canada:

Mr. Chairman and honourable gentlemen, to assist us in answering any detailed 
questions you may have in connection with the complex and intricate condi
tions pertaining to our running trades agreements, Mr. A. M. Hand, Manager 
°f Labour Relations for the Canadian National Railways, and Mr. T. A. John
stone, Assistant Vice-President of Labour Relations of Canadian National Rail
ways are here, and we would like to have them come forward, with your 
Permission.

Senator Aseltine: Were these changes which you are submitting presented 
to the minister and the Cabinet?

Mr. Wilson: Yes, they were, sir.
Senator Aseltine: Before the bill was passed in the house?
Mr. Wilson: Yes, sir.
The Chairman: Any other questions now that we have arranged a panel 

°f witnesses?
Senator Isnor: I did not catch the number of days the linemen get off. 
Mr. Wilson: A lineman gets two days off.
Senator Isnor: Two days out of five?
Mr. Wilson: Out of seven; but he is subject to call. The signalman is 

Object to call on one of his rest days.
Senator Isnor: Two days out of seven.
Mr. Wilson: But only on one of those days is he subject to call.
The Chairman: And if subject to call, what is the consideration for being 

Object to call?
Mr. Wilson: He has a normal 40 hour week unless an emergency occurs. 
Senator McCutcheon: This morning some figures were given to the effect 

c at there were some 139,000 or 140,000 railway employees that would be 
°Vered by this bill. Let us start first with a minimum wage. How many em
cees would benefit by the introduction of a minimum wage?
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Mr. Wilson: I have not detailed figures. Mr. McNeill may have them in 
his book, but I can say this that by far the great majority of the railway 
employees are now paid much more than $1.25 an hour. The employees affected 
would be red caps, some probationary employees, some office boys, messengers, 
some extra gang labourers, certainly all of the running trades and all of the 
shop crafts in our shops, and all of our office staffs, with the exception of the 
very junior office boys, are now in receipt of wages considerably in excess of 
$1.25 an hour.

The Chairman: As a rough guess, of the 139,000 Senator McCutcheon 
mentioned, would it be one per cent, two per cent?

Mr. McNeill: I could make a rough guess on the C.P.R. sir.
Mr. Johnstone: We have 407 who are 17.
Mr. McNeill: As one former member on the C.P.R. I can make a guess 

that there are some 6,000 or 7,000 who would get some adjustment.
Mr. Wilson: I should make it clear that I am not including in my answer 

the Canadian National hotels. Just as soon as we finish with this part of the 
presentation I am going to plead for an extra few minutes to have a presenta
tion made in respect to the hotels operated by the Canadian National Railways, 
they being the only hotels in Canada to come under this legislation, and which 
places them in an impossible position competitively with every other hotel, 
motel, or restaurant in the country. In the hotels we have a large number of 
people who are subject to gratuities, and who in some parts of the country are 
paid less than $1.25 an hour.

Senator McCutcheon: You pay them less than the minimum wage in 
the province in which they work?

Mr. Wilson: No, sir.
Senator McCutcheon: We can come to that later.
Mr. McNeill: I think the figure is high, sir. I think it is something less 

than 2,000—about 1,500.
Senator McCutcheon: So that might mean that we are talking about two 

or three per cent at most of the force as we regard the railway force, leaving 
out the hotels.

Then turning to the hours of work, and leaving out the running trades, 
other than the yard trades for the moment, what percentage of your employees 
will benefit as the result of the hours of work in this field?

The Chairman: You mean other than running trades?
Senator McCutcheon: Leaving out the running trades, but including the 

yard running trades.
Mr. McNeill: If you leave out people in the train service, dining room 

employees, conductors, and leaving out sleeping car porters, there would he 
about 2,000 employees, which would be about four per cent of the C.P-P- 
labour force.

Senator McCutcheon: Are they covered by union contract?
Mr. McNeill: Yes, sir.
Senator McCutcheon: They have got provision for overtime?
Mr. McNeill: Yes, sir.
Senator McCutcheon: What is the maximum work week, over 40 hours-
Mr. McNeill: Yes, sir. The extra gang labourers whose work is seasonal 

and subject to weather conditions work 54 hours a week. Signal maintainers 
are paid for 45 hours a week, but they have a basic 40 hours—

Senator McCutcheon: I intended to leave those out too.
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Mr. McNeill: Then it will reduce the amount to 1,600 or 1,700.
Senator McCutcheon: Again we are talking about the two main operations?
Mr. McNeill: Three per cent.
Senator Thorvaldson: Is it not a fact that certain employees, like porters, 

and so on, work for three or four or five days, probably round the clock, and 
then they have four or five or six or seven days off?

Mr. McNeill: One has to be very careful in answering that. You are sub
stantially correct. They have two conditions which apply in their case. That is, 
they may very well have long lay-offs of 3, 4 or 5 days after a run of four or 
five days. I cannot say that would happen in every instance with respect to 
every run. On the other hand, you have also, in calculating the hours they work, 
the fact they are on call or on duty. They may be sleeping. A sleeping car porter 
can retire and if the bell rings he has to get up and go on duty.

Senator McCutcheon: Sometimes he doesn’t hear the bell!
Mr. McNeill: No, sometimes he doesn’t hear the bell.
Senator McCutcheon: Have you made any calculations? As I recall your 

brief, the running trades have never negotiated or have never really pressed 
this question of general holidays. You explained about the road gangs and 
signal maintenance people. As I understand your brief, the big majority of the 
balance of your employees are covered by collective agreements providing at 
the moment for seven gênerai holidays.

Mr. McNeill: That is correct, sir.
Senator McCutcheon: Have you made any calculation as to what it would 

c°st the railways if there were eight general holidays made applicable to all 
ernployees?

Mr. McNeill: Yes.
Senator McCutcheon: Could you give me the figure?
Mr. McNeill: I would like to give you the figure in this way, sir—and I 

'he to be careful in my terminology—running trades and road service em
ployees do not enjoy it now, eight days, and those having seven, for the one 
6xtra day the total is a little over $1£ million a year. I think the committee 
P'lght be very interested in knowing that so far as employees who are receiving 
?even statutory holidays are concerned, the granting of that eighth statutory 

oliday costs the Canadian Pacific Railway $740,000 a year.
Senator McCutcheon: Let us get these figures straight. Take just the 

"fining trades.
Mr. McNeill: $710,000 a year.
Senator McCutcheon: To pay them eight extra days?

• Mr. McNeill: Eight days on a 40-hour week is a little over 3 per cent 
Crease in pay.

Senator McCutcheon: I thought it would be more than that.
Mr. McNeill: If it is double pay, it runs up to 6 per cent.
Senator McCutcheon: Is that then for your company?
Mr. Wilson: That is just for the C.P.

Pet' ^r' Johnstone: At 40 per cent, and you are pretty near the price com- 
a't'°n. The 60-40 ratio holds almost inevitably in so far as Canadian Pacific 
.«Canadian National are concerned. On non-operating proceedings, as Senator 
the n Clc knows, we have used that figure from time immemorial. If you inflate 
g e Canadian Pacific figure by 40 per cent you would have the Canadian National 

Ure almost precisely.
r,,„ ®enator McCutcheon: Would someone give me the global figure for the 
Unn'ng trades?

21838—6
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Mr. McNeill: It would be $710,000 for the Canadian Pacific Railway Com
pany and a little over $1 million per annum for Canadian National—$1,100,000 
or $1,200,000.

Senator McCutcheon: And for the non-operating?
Mr. McNeill: For the other groups, to give them one extra day, $810,000 

to Canadian Pacific and $1,300,000 for Canadian National.
Senator McCutcheon: There was some suggestion made in the Senate 

yesterday that the railways were second-class citizens, and they had to lay 
their own roads whereas trucks ran on roads free. I think the fact that the 
trucks ran free may have been disabused this morning. The C.P.R. and C.N.R. 
are both receiving subsidies from the Canadian Government at the moment, 
aren’t they?

Mr. McNeil: They are receiving payments in lieu of the freeze on freight 
rates.

Senator McCutcheon: I knew you would object to the word “subsidies”. 
For the moment I think that is all I have to ask.

Senator Baird: Are most of your employees covered by collective agree
ments?

Mr. Wilson: A very high percentage, about 95 per cent.
Senator Roebuck: Mr. McNeill, you said you observed the provincial mini

mum wage all across Canada. How do you resolve the problem where an em
ployee gets tips as well as the minimum wage, or do you resolve it?

Mr. McNeill: I think the answer is that so far we have not been able to 
resolve it?

Senator McCutcheon: You leave that to the Department of National 
Revenue?

Mr. McNeill: We would like to resolve it, but the problem becomes more 
acute as wage rates become higher.

Mr. Wilson: Nevertheless, it is always recognized at the bargaining table 
the union knows full well what employees are subject to gratuity payments.

Senator McCutcheon: Why do you say “subject”?
Mr. Wilson: Perhaps that is an unfortunate choice of words—who get 

gratuities or receive gratuities.
Senator Thorvaldson: In regard to people receiving tips or payments of 

that kind, let us take the case of redcaps. I understand redcaps receive some
thing from the railway, do they?

Mr. Wilson: Yes.
Senator Thorvaldson: So they are actually employees of the railway- 

Consequently, their tips are in addition to their other wage or salary, or what
ever it is called. Sometimes I think I would like to be a redcap myself.

Senator Kinley: In the United States the railway takes part of the tips> 
doesn’t it?

Mr. McNeill: In some railways they have a different system. They charg6 
so much per bag which goes to the railway, and the railway then pays the 
redcap.

Senator McCutcheon: That is the question I was going to touch up011' 
That is being done at Montreal airport now.

Mr. Wilson: The redcap or porter is charged for the tags, and as he useS 
em he collects the money when he turns them in.

far. Sm£at°r Pears°n: That is the same on the package deal on the railway 
are- I he tip is along with the package deal.
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Senator Kinley: Does this minimum wage interfere with your apprentices 
or beginners?

Mr. McNeill: As I understand the act, no.
Senator Kinley: You have an apprenticeship system for your machine 

shop?
Mr. McNeill: As I understand it, when you are in training it does not 

affect you.
Senator Kinley: What do you do for beginners?
Mr. McNeill: I do not know we have any, if many, classes, which you 

could call beginners. We have apprentices, we have probationary employees. 
We are asking for exemptions for them because they are probationary 
employees.

Senator Thorvaldson: I do not know who to ask this question. In the light 
of your brief, its general tenor and contents as a whole, and in the further 
light of the fact very few people will benefit to any great extent, very few of 
your employees will benefit to any great extent from this act—

Senator McCutcheon: Or to any extent.
Senator Thorvaldson: To any extent, well, very few to any great extent— 

and in light of the fact, further, the provisions of the act become very onerous 
the railways, administratively, and so on, why don’t you ask for complete 

exemption from the operation of the act?
Mr. McNeill: I don’t mind giving my own answer to that, and that is that 
did not think that was a possibility.
Senator McCutcheon: You did not really think you were going to be 

heard by the Senate.
Senator Thorvaldson: I think you have a pretty strong case. I wonder 

h- there is any answer to the case you have made. If there is not, I know 
: Would be fairly well inclined myself to say you ought to have exemption 
111 the interests of this country and the economy.

Senator Choquette: All the others who have made representations are 
ln the same boat, so far.

Mr. McNeill: We did not ask for exemption from the annual vacations, 
0r example, because we are meeting that standard now. In regard to the 

hhnirnum wage, we feel there are some spots where it is hurting us, but we 
time would take care of that, so our attitude was not quite as positive there, 

you like. But on the hours of work, this apart altogether from the cost, 
hieh is a heavy cost, and the statutory holidays, apart from the cost which 

s a heavy cost, because of the nature of the conditions under which many 
°ur services are performed it becomes a practical as well as a costly problem, 

j e railways have probably the highest labour content in their costs of any 
th Us1'ry ™ the world, I think. Fifty-five cents of every dollar of our revenue 
t, 6 railway pays out in direct payroll costs. That is why I quoted the figure 
Vyat the result of the one additional statutory holiday, making 8 instead of 7, 

as a Price for the railway of $800,000.
Senator McCutcheon: Your railway alone.
Mr. McNeill: Yes, the C.P.R. alone. The individual employee did not get 

’ §rant you that, but the cost to the railway was very very heavy.
cost ^enat°r Thorvaldson: Is it not also a fact that there will be administrative 

s as regards the whole act so far as the railways are concerned?
Wit ^r- McNeill: Yes, indeed. Furthermore I am thinking now of one of the 
in nesses this morning who was asked if he would come before a board of 
if h ry. and he thought he would because that would be his only chance. But 

e did there would be no chance for us to get there.
21838—65
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The Chairman: That is on the basis that there would be just one board of 
inquiry. But there is no reason to believe there would be just one, there might 
be 10 or 20 or 30 from time to time.

Senator Isnor: I would like to ask the representatives from the Canadian 
National as to whether they included in their brief, or why they didn’t include 
in their brief any reference to their trucking operations.

Mr. Wilson: Mr. Chairman, the trucking operation is separate and apart 
from our railroad operations and I understand, and I think I am correct in 
this, that our trucking operations were represented in the statements made 
by the trucking associations.

Senator Isnor: That was to have been my second question.
Mr. Wilson: We stand or fall by their representations.
Senator Isnor: You are a member, and those representations were made 

along the lines of your approach?
Mr. Wilson: I might add that we support the representations made by the 

marine industry today, and we have referred to that briefly in our brief. The 
Canadian National operates on behalf of the Government the steamship services 
around Newfoundland and around the coast of Labrador as well as the steam
ship services on the west coast.

Senator Roebuck: Mr. Wilson, you have made quite a case regarding 
hours of labour, but you have said very little' as far as I know, as to the 
remedial effect of section 51. This section, as you know, gives you the right to 
make application for remissions. Have you anything to say as to the adequacy 
or inadequacy of that section?

Mr. Wilson: Well, Mr. Chairman and Senator Roebuck, this morning an 
earlier witness made reference to the provisions of section 51, as amended, and 
I think he referred to them as “escape hatches’’, and to some extent there is 
a possibility that representations could be made for the deferment of the 
application of the terms of hours of work in this act to the minister, and the 
minister could grant such exemptions for a period of up to 18 months, and 
after that through a tribunal or board of inquiry or some kind of organization 
the exemption could go on from there. However, we find this unsatisfactory 
because it would require presentation of argument and documents and lengthy 
procedures in respect of various groups of employees, whether they be running 
trains or marine services. We would find this onerous. Besides that, during the 
period of the first 18 months an exemption might be granted for three months 
and you then apply to renew it and while we have had several discussions 
with the Minister of Labour and his advisers on this point we are not alto
gether satisfied that this is the solution to the problem in that regard.

The Chairman: If I may interrupt a moment, Senator Roebuck. I have 
to leave at six, and I have asked Senator Hugessen if he would take over, and 
he has agreed to do so. I know the committee will approve of that. I wanted 
to make an announcement as to when the committee will meet again. The 
proposal is that the committee should meet on Tuesday morning at 11, and that 
means we would have the whole day, if we took that long, to deal again with 
this bill. In the course of that there will be other witnesses to hear on Tuesday 
morning; the Canadian Labour Congress wishes to be heard, and I understand 
the Air Transport Association have asked to be heard, and Senator Thorvaldson 
indicated some people from his area also wish to be heard.

Senator Thorvaldson: The grain people of western Canada.
The Chairman : So that we will be hearing witnesses on Tuesday morning- 

When we hear the witnesses we will then resume section by section examin3' 
tion of the bill. We have got as far as section 15. When that is completed w3 
will hear the minister, and then we will deal with the sections one by °ne’



BANKING AND COMMERCE 73

whether they are carried or whether there are any amendments proposed. 
That is the order of business. I am sorry that I must leave at this time, but 
Senator Hugessen has agreed to take over.

Senator Thorvaldson: Is there any possibility of having the transcript of 
the proceedings of yesterday and today in our possession before 11 o’clock 
on Tuesday—say sometime on Monday?

The Chairman: We will do everything we can to arrange that. Of course 
we must not twist the arms of the reporters because then we would never 
get it.

Senator McCutcheon: They are not yet subject to the 40-hour week?
The Chairman: No, and thank God for that. I understand the difficulty 

may be with the printing bureau.
Senator Kinley: Will we get a copy?
The Chairman: When it is available.
Senator Choquette: How long will the committee sit?
The Chairman: We have to hear from the C.N.R. hotels and then we are 

through.
Mr. Wilson: Mr. Chairman, we want to thank you also for the attention 

you have given to us.

The Chairman (Hon. Mr. Hayden) left the Chair.

Hon. A. K. Hugessen in the Chair.

Senator Roebuck: Mr. Wilson, I have not quite concluded. I was going to 
ask another question. I was going to say that the amount involved is very 
considerable so that I am not particularly impressed with the difficulties that 
the management would encounter in making its case to the minister. But is 
that your only objection to the outs you find in section 51—that is the 
annoyance and the expense of making the case?

Mr. Wilson: Well, no. That is not the only one. We feel that we have 
a case that should be recognized and that there should be exemptions.

Senator Thorvaldson: That it should be recognized by Parliament, is that 
what you mean?

Mr. Wilson: Perhaps it is improper to say this, but we don’t want to be 
subject to anybody who tinkers with what has been passed by Parliament.

Mr. McNeill: Could I comment on that? One of the problems that we 
see is that each of the items or conditions of work covered by this statute would 
become subject to two contests. They would become subject to the contest 
of collective bargaining, and in the event of failure there they would become 
subject to the contest before the board of inquiry, and in view of varied services 
aud the large number of classes of employees, I feel that this would impose 
a terrific burden on the employer as well as on the administrators of the act.

The Acting Chairman: Could I ask this question—you suggest a number 
°t specific amendments in your brief that was read a few minutes ago. Did 
y°u submit those specific amendments for the consideration of the minister 
before the bill went through the Commons?

Mr. McNeill: I think that question was asked before and I think it needs 
a little explanation. We had meetings with the ministers and members of the 
department, and in our discussions we covered our problems and we dealt 
^ith suggestions and in some detail suggested we should receive exemptions, 

ther discussions were carried on at which quite specific suggestions were made 
ut on a less formal basis than that of a brief being presented. This brief was 
ubsequently filed with the Minister of Labour and other members of the
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cabinet in a formal manner, but it was not before a parliamentary committee 
because there was no such committee. It has now been presented here.

Senator Pearson: After the bill came out, you have never presented 
your views since then?

Mr. McNeill: This was the first opportunity.
Senator McCutcheon: This brief was presented in January, was it not?
Mr. McNeill: In January this year it was presented to the Minister of 

Labour and other ministers, but discussions were carried on prior to that with 
the Department of Labour.

Senator McCutcheon: But discussions of the brief were held before.
Senator Choquette: I guess we are ready to hear about the hotels now.
The Acting Chairman: Anything else on this point?
Senator Brooks: May I ask one question. Perhaps this has been answered, 

but if the 40 hour week goes into effect it will mean you will have to employ 
more men. What would be the percentage increase in the number of your 
employees?

Mr. McNeill: I dislike answering a question in an unsatisfactory way, but 
here is the problem—and I am relating it to the class of employees that we 
are concerned with, namely, the running trades employees in the road service, 
or the ones that are on the road service and concerned in the running of the 
trains. In some areas you could handle your runs with additional crews, but 
in other areas you could not. You might have a run in western Canada, or 
some other part of the country, which one crew will handle, although it may 
require more than 40 hours per week of their time, but there is not enough 
work for two crews, and you could not find two crews in that area anyway.

Senator Brooks: You still have to pay extra, then?
Mr. McNeill: That is what we are doing now. We are paying overtime

now.
Mr. Johnstone: May I add a word, Mr. Chairman? It should be thoroughly 

understood that it is not possible to introduce a 40-hour week into the road 
service employees’ arrangement. It is not possible to do it without doing some
thing to some of the basic elements. We have monthly guarantees which are 
quoted in this brief. The passenger train man has a guarantee, and so has the 
man in the engine service—the fire man or the engineer. Over and above that 
there are the mileage regulations that we quoted to you. There are maximum 
mileage regulations, and unless you are going to destroy and discard all this 
that has taken some 80 odd years to develop—the thing known as the dual 
system of pay—in its entirety, you cannot possibly introduce the 40 hour week 
into the road service.

Senator McCutcheon: It will cut right through the heart of collective 
bargaining, and put you in a position different from that of the other railroads?

Mr. Johnstone: Yes, all other railroads on this continent, and on many 
other continents, as well.

Senator Kinley: Mr. Chairman, may I ask if there is any regulation 
against moonlighting on the railways?

Mr. McNeill: Against moonlighting, did you say?
Senator Kinley : Yes, to prevent a man indulging in moonlighting after 

e is hrough with his work on one day, and then coming back to work very 
tired the next day?

McNeill: Since you have asked the question I will answer it in this 
of tho .in'1 u ®lve you one example of where a man’s hours are well in excess 

ours per week, but his hours of working and being on duty are
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so different from normal hours that he is able to work in a store in Montreal 
for eight hours a day and every day of the week. He brings in his train in the 
morning, reports to the store, and then takes his train home at night.

Senator Kinley: Under clause 5(1) the eight hour day is to provide for 
a period of rest to the worker. It is to give the man a chance to rest.

Mr. McNeill: Yes.
Senator Kinley: If he works eight hours a day at some other job then he 

is not resting, and he comes to his place of regular work in the morning tired, 
and he might be a danger.

Mr. McNeill: I am not so sure that an idle man might be more dangerous.
Senator Kinley: Yes, an idle man might be more dangerous, but suppose 

he goes out and works in competition with the railrays.
Mr. McNeill: I would answer that by saying that legislation of this sort, 

to my mind, seeks to establish standards that are for the protection of health, 
safety and to provide workers with proper leisure time and proper rest. If it 
does not provide that then it may be affording an opportunity for something 
to happen that would be a great deal worse than what we now have, and I 
do not think that the standards here are fair to our operation.

Senator McCutcheon: We have members of Parliament who are moon
lighters.

Senator Isnor: Mr. Chairman, it is five minutes after 6. Are we going to 
hear representations from the hotels?

The Acting Chairman: Mr. Wilson is here to make representations on 
behalf of the hotels. Is it the committee’s wish to hear them now?

Hon. Senators: Agreed.
Mr. Wilson: Mr. Chairman, Mr. S. S. Chambers, our General Manager of 

Hotels, has a very short brief he would like to read.
The Acting Chairman: Will you come up to the front, Mr. Chambers?
Mr. Wilson: I think we have sufficient copies of this brief to pass around 

1° the members of the committee if they would like to have them in order 
1° follow Mr. Chambers.

The Acting Chairman: Yes, that would be very convenient.
Mr. Wilson: Before Mr. Chambers starts I would like to say that ob- 

lously the Railway Association of Canada which has spearheaded the brief 
b t, *1ave iust beard and discussed could not include any representations on 

ehalf of Canadian National Hotels in its brief, and that is why it is a separate
Presentation.

Mr. S. F. Chambers, General Manager, Canadian National Hotels: Mr. Chairman 
j*Pd honourable senators, my submission, as Mr. Wilson has just said, concerns 
jb*3 Canadian National Hotels as Bill C-126 affects its operation. Canadian 

ational Hotels are not opposed to labour legislation which under certain 
rreumstances may be necessary to provide employees with minimum standards 
b respect to their working conditions. Such legislation, however, must be 

^ealistic if unintended negative effects are to be avoided and if legitimate in
vests of various groups affected are to be protected to the greatest extent

Possible.
In this submission, Canadian National Railways urge that its hotel em- 

^°.Vees be exempted from Part II of Bill C-126 which deals with minimum 
jr ges and that its summer employees at Jasper Park Lodge be also exempted 
v,°m part I which deals with standard hours of work, for the following 
masons:

1 • Bill C-126 discriminates against Canadian National Hotels as the 
only segment of the hotel industry affected by the proposed Code;
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2. The application of a $1.25 minimum wage would impose prohibi
tive additional wage costs on Canadian National Hotels which 
already operates in a highly competitive industry;

3. Such increased wage costs would seriously damage the already pre
carious competitive position of Canadian National Hotels since 
its employees already enjoy wages much higher than wages paid 
in non-railway hotels, as well as fringe benefits that are virtually 
non-existent in the industry, and since the financial position of 
some C.N. hotels is already highly marginal;

Senator McCutcheon: That is the understatement of today so far.
Mr. Chambers: Yes, indeed it is, senator.

4. These substantial unproductive additional costs, therefore, could 
not be absorbed for the reasons outlined in (3) above, and, as a 
result, could endanger the future employment opportunities for 
C.N. hotel employees;

5. The imposition of a standard 40-hour work week at Jasper Park 
Lodge would have the effect of either increasing the wage bill by 
an additional 20% (over and above the 57% increase in the total 
wage bill resulting from the application of $1.25 minimum wage) 
or reducing sharply the income of summer student employees who 
tend to rely on this income during the academic year.

Canadian National Hotels are the only hotels in Canada coming under 
federal jurisdiction. They are the Newfoundland Hotel in St. John’s, the Nova 
Scotian Hotel in Halifax, the Chateau Laurier in Ottawa, the Fort Garry Hotel 
in Winnipeg, the Bessborough Hotel in Saskatoon, the MacDonald Hotel in 
Edmonton and the Jasper Park Lodge in Jasper. These seven hotels provide 
employment for approximately 2,280 individuals.

Senator McCutcheon: May I interrupt for a moment, Mr. Chairman, to 
say that I notice that the Queen Elizabeth Hotel and the Vancouver Hotel 
are not included in that list. That is, of course, because although you own 
them they are run by another organization.

Mr. Wilson: That is right, they are run by Hilton of Canada. This has 
been discussed before, and perhaps that is a question that might be asked 
of the Minister of Labour when he is before the committee, because he has 
expressed views on this subject.

Senator McCutcheon: Thank you.
Mr. Chambers: No other hotel chain, individual hotel, motel or motor 

hotel would have the provisions of Bill C-126 applied to it.
The mandatory imposition of standard working conditions, through legis- 

lation, on a very small segment of the hotel industry, therefore, would confer 
special benefits on a select group of employees, and damage the financial posi' 
tion of the hotels in which they are employed. This discriminatory aspect of 
Bill C-126 is wrong in principle and should in itself warrant exclusion 
Canadian National Hotels from the application of the Code. Furthermore, 
adverse long-term economic effects of certain provisions of the proposed Bil 
on C.N. hotels and their immediate cost impact, which are discussed beloW, 
would also justify exclusion.

The proposed uniform minimum hourly wage of $1.25 would affect aP' 
proximately 60% of total hotel staffs, a large proportion of whom receive 
su stantial additional earnings in the form of gratuities. Wage rates of er» 
P oyees affected would be increased, on the average, by approximately 39 
In respect to the only resort hotel involved, 86% of the staff would be affecte»
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by a minimum hourly wage of $1.25 and the immediate economic impact 
would be, as nearly as can be estimated, an average increase of 132% in the 
wage rates of employees affected. These costs have been calculated after in
cluding in present hourly rates allowance for meals and lodging in the amounts 
recognized by the Unemployment Insurance Commission and the Income Tax 
authorities.

Another important factor is the effect of the proposed minimum wage on 
other existing wage rates. Since almost all wage differentials in the present 
wage structure are small, the wage structure would become distorted and a 
realignment at a higher level would be required which would approximately 
double the immediate increase in the total wage bill. In fact, the January 1, 
1965 issue of Canadian Transport, the official publication of The Canadian 
Brotherhood of Railway, Transport and General Workers stated that the appli
cation of the proposed $1.25 minimum wage on hotel employees “would throw 
the scale of wage differentials completely out of kilter” and that “extensive 
renegotiations of hotel agreements would appear necessary”.

Over the past few years the hotel industry has been undergoing radical 
and widespread changes and never before has Canadian National Hotels been 
faced with greater and keener competition. Statistics published by the Dominion 
Bureau of Statistics show that the percentage of room occupancy in all hotels 
in Canada has decreased by more than 12% over the ten year period 1950- 
1960. Canadian National Hotels are no exception.

Senator Isnor: What is the average? Is it 65 per cent?
Mr. Chambers: The average occupancy rate would run around 61 or 62 

per cent.
The mandatory imposition of a minimum hourly wage of $1.25 would 

damage further the already precarious competitive position of Canadian Na
tional Hotels. This would be unfair and detrimental not only because compet
itors would not be affected by these provisions but also because Canadian 
National Hotels would be forced to increase their wage rates which are already 
the highest in the industry. A comparison of wages paid in Canadian National 
Hotels and other non-railway hotels in Canada, based on the most recent wage 
survey of the Department of Labour, shows that the hourly rates of pay in 
C.N. Hotels are on the average 16 cents per hour higher than wage rates paid 
by competitors. Application of the $1.25 minimum wage to C.N. Hotel em
ployees would further widen the existing wage gap to the point where it 
^ould be uneconomic to compete at the existing level of hotel rates and prices.

Inequities which would result from the application of Part II of the Code 
are even more pronounced than is at first apparent in view of the fact that 
ln addition to existing wage advantages, employees of C.N.

Hotels enjoy fringe benefits in the form of pension benefits, health and 
Welfare benefits, and free transportation privileges, etc., that are virtually non- 
existent in non-railway hotels.

The current financial position of Canadian National Hotels also reflects
lts Precarious competitive position. During the past decade the net income of 
Canadian National Hotels has declined to the point where, in some recent years, 
deficits for hotels, individually and as a group, were incurred. The principal 
factors influencing the trend have been increased competition and the impact 
°f rising payroll costs.

Any further costs of the magnitude foreseen by application of Part II 
of the Code to C.N. Hotels would mean that the Company would have no hope 

a profitable operation in the case of many hotels. There is no reason to 
believe that higher wages would lead to improved productivity which in turn 
Would offset the impact of such additional wage costs.
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In order to minimize the negative effects of this additional cost impact, 
the apparent solution would be to increase the level of hotel rates and prices 
or to lower standards. In the face of very keen competition, however, as in
dicated by the rate of decline in room occupancy over the last ten years, any 
attempt to do either of these things would undoubtedly reduce still further 
the rate of room occupancy, nullifying, thereby, the effectiveness of such ac
tion.

Long Term Effects:
In order to minimize losses which would result from the imposition of a 

minimum hourly wage of $1.25 the Company may be forced to consider dis
posal of some hotels.

Railway hotels were built in an era when it was considered advisable to 
have them in order to promote passenger business. This is no longer the case. 
The travel market has been altered radically in the past few years, with the 
automobile and the airplane giving most convenient access to hotels and motels 
on the outskirts of the city rather than downtown where railway hotels were 
built. If this already existing competitive disadvantage were to be aggravated 
by the imposition on Canadian National Hotels of unfair and unrealistically 
high minimum wages compared with other hotels, the company might be 
forced to adopt other measures, the negative effects of which on Canadian 
National Hotel employees would, unfortunately, be unavoidable.

There are limits beyond which fundamental economic laws and relation
ships cannot be infringed without producing undesirable negative effects. It 
can surely not have been the intent of the minimum wage section of Bill 
C-126 to endanger the competitive position of Canadian National Hotels and 
thereby endanger the jobs of the employees.

With the exception of Jasper Park Lodge where summer employees work 
48 hours per week, employees of Canadian National Hotels are paid on the 
basis of 40 hours per week.

Part I of Bill C-126 which deals with a standard 8-hour day and a 40- 
hour work week would present serious problems for the operation of Canadian 
National’s only resort hotel. Unlike city hotels, the Jasper Park Lodge is oper
ated for approximately four months a year and largely employs students 
during their summer vacations as well as other unskilled workers. These sum
mer employees work six days a week and do not want two days off per week 
since most of them are away from home and since they are mostly interested 
in the money they can earn and on which they rely during the academic year-

Most of the positions held by students are “gratuity” or “tip” positions and 
if they were granted two days off, to conform with Part I of the Code, the 
hours during which they can earn gratuities would be shortened and their 
income would therefore be sharply reduced. If, on the other hand, actual 
hours are maintained, a 48-hour week, the imposition of a basic minimum 
wage and penalty rates of time and a half for work done during the sixth day 
of a week at Jasper Park Lodge would have the effect of increasing the total 
wage bill by 20% in addition to the 57% increase in the wage bill resulting 
from the application of a $1.25 minimum wage during the first five days oi 
the week.

Needless to say, a mandatory increase of 77% in the total wage bill c3;n 
certainly not be absorbed and would have to be at least partly recouped 1° 
some way at the expense of either the patrons or the employees.

The application of the proposed standard hours of work would therefor6 
do injury both to the employees and to the Company, cancelling thereby the 
desired positive effects intended in the Bill.

In view of the discriminatory aspect of the proposed minimum hourly 
wage of $1.25 and its damaging impact on the competitive position of Canadian
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National Hotels, and in view of the unique nature of the only resort hotel 
involved, the following changes in Bill C-126 are accordingly urged:

1. that Canadian National Hotels be indefinitely exempted from the 
application of the minimum hourly wage of $1.25

2. that provision be made to exempt from the Act summer student 
employees whose status differentiates them significantly from 
permanent members of the labour force.

The Acting Chairman: Thank you, Mr. Chambers. May I start the ball 
rolling by asking you one question. Why does this not apply to the C.P.R. 
hotels?

Mr. Chambers: The C. P. hotels come under provincial legislation.
Senator McCutcheon: The Canadian National hotels at one stage were 

declared to be work “for the general national advantage of Canada”. The 
C.P.R. hotels were not.

The Acting Chairman : Then we could avoid this whole thing by amend
ing that declaration, or rescinding that declaration.

Senator Choquette: You would have all the independent hotels that are 
not C.P. or C.N.R., they would be competing with the Canadian National.

Mr. Wilson: I am afraid it is not quite so simple. I made the statement 
once that the C.N. hotels were under the jurisdiction of the Parliament of 
Canada because, as Senator McCutcheon has said, they were at one time 
declared to be operated for the general advantage of Canada. Our law officers 
in Montreal took me to task for that statement and said that that is not so. 
I merely put that on the record, because I am not a lawyer.

In any event, the fact is that we deal in respect of employees in all those 
hotels with a strong Canadian union, the Canadian Brotherhood of Railway 
Transport and General Workers. They are certified as bargaining agents for 
the employees in those hotels, under the Industrial Relations and Disputes 
Investigation Act, which is a federal statute.

Before any change in the status of those hotels could be made, to take 
them from the federal jurisdiction and bring them to the provincial jurisdiction, 
a comparable move would have to be made to remove the certification of the 
dnion from the federal act to the provincial act. This, I think, would be quite a 
chore. For that reason, I do not think the answer to our tremendous problem in 
Aspect of the operation of these hotels lies in any simple declaration such 
as has been suggested.

Senator Power: What about the employees of the C.P.R.?
Mr. Wilson: Perhaps Mr. McNeill might answer that.
Mr. McNeill: I think it is just as simple. The only reason C.N. hotels are 

subject to Dominion jurisdiction is because of the declaration, which affects 
hem only. If it were not for that declaration, they would remain under pro- 

'jmcial jurisdiction. Our hotels are under provincial jurisdiction and no such 
eclaration has ever been made.

Senator Power: Is not the union which deals with you the same union as 
cteals with the C.N.?

. Mr. Wilson: Yes, but they are certified under the provincial acts to deal 
Wlth us.
., Senator Power: Are not the union people who deal with you the same in 
‘he C.N.R.?

Mr. McNeill: Yes, but they are certified under the provincial acts.
Senator Cook: Are most of your employees under the collective agreement?
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Mr. Chambers: About nine per cent of our employees are under the 
collective agreement.

Senator McCutcheon: Were those representations made to the Minister 
of Labour?

Mr. Wilson: Yes.
Senator McCutcheon: When?
Mr. Wilson: If I may be permitted to call on my memory I think I am 

correct in saying that Mr. McNeill and I visited with the officials of the Depart
ment of Labour prior to October 1 and had some general discussions covering 
many, if not all, of the points that have been raised today in the presentations 
made to this committee. Following that, a day or two before the bill was 
introduced in the house, which I believe was October 1, 1964, the Vice-President 
of the Canadian Pacific and I also made representations to the Minister of 
Labour and his officials, and there were several meetings subsequent to that, 
when these various points were quite succinctly presented to all concerned.

The Acting Chairman: But I think Senator McCutcheon’s question was 
directed specifically to this hotel question.

Senator McCutcheon: Yes.
Mr. Wilson: It was covered at the same time as the railway subject was 

covered.
Senator McCutcheon: You made two representations here, about a mini

mum wage and hours of work for summer students. Did you get any encourage
ment there?

Senator Isnor: Why not ask the minister that?
Senator McCutcheon: I will, but I want to ask Mr. Wilson now if he 

would care to reply.
Mr. Wilson: We had a sympathetic hearing, Mr. Chairman.
Senator Hnatyshyn: In view of the fact that there would be a mandatory 

cost of 77 per cent in the total wage bill, and if the act applied, would it be 
possible to operate the summers at Jasper Lodge?

Mr. Wilson: Not economically, no. The increase in cost is more absorbed 
in what we make out of profit. The increased cost for the entire system we 
estimate at just over $1 million in wages.

Senator Power: What would be the increased cost to Jasper Lodge?
Mr. Wilson: About $400,000, senator. There is, of course, a choice of 

getting into professional help instead of students, but you would still be faced 
with your increased cost and your 40 hour week, which is different from the 
48 hour week which they work now.

Senator Power: Frankly, I do not know why you are asking for sympa- 
thetic considerations for students. After all, there are only two or three months 
work for probably 100 students, and it has not a great deal to do with the 
economy of the country. Of course, it might be a nice thing for them.

Mr. Chambers: There are about 500 students involved, Mr. Chairman.
Senator Hnatyshyn: It is sort of traditional for students to go to this 

resort. I know that, personally, because I had a boy at Jasper Lodge. They 
are very keen to get these jobs.

Mr. Chambers: Yes, and they do a good job.
Mr. Wilson: Regardless of whether they are students or not, the payment 

of the rate and the application of the hours of work in an operation of that 
kind at Jasper, as contemplated by this bill if it became law, would make 1 
practically impossible profitably to operate an undertaking of that kind °n 
a seasonal basis.
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Senator Power: I can understand that, but I cannot understand bringing 
in this sympathetic consideration for the students in such an important matter 
as this.

Senator Roebuck: I have one question. Mr. Chambers, I am interested 
in this declaration that C.N.R. hotels are for the general benefit of Canada. No 
doubt the railway asked for that declaration that the hotels of the C.N.R. 
should be declared for the general benefit of Canada. Did you ask for it?

Mr. Chambers: I will have to ask Mr. Wilson that question.
Mr. Wilson: A few moments ago, when Senator McCutcheon made his 

statement that the hotels of the C.N.R. were operated for the general advantage 
of Canada, I told him I made a similar statement some months ago, in Septem
ber, when I was speaking to the Minister of Labour on this very subject. Having 
made this statement, our law officers in Montreal corrected me and told me 
it was not true, that there never has been such a declaration. I put that on 
the record now. I cannot go deeper than that, or document anything at this 
point, but I am sure that they have not been declared at any time as being 
operated to the general advantage of Canada.

The Acting Chairman: Should you not enlighten us, then, as to what legal 
basis exists for the C.N.R. hotels being different from all others in the country?

Senator Roebuck: Why does this bill apply to you at all?
Mr. Wilson: This question is a complex one and goes back many, many 

years. I think it is tied to the realization and acceptance of the fact that the 
C.N.R. system and the hotels are an instrument of the Crown, they are Crown 
properties—Crown companies. Prior to 1950 the labour negotiations which we 
carried on with our non-operating unions included the hotels and also included 
the Newfoundland steamships. Then Mr. Justice Kellock made a ruling in 1950 
declaring that the hotels and steamships should bargain separately from the 
railway, that there should be no relationship between wage rates and working 
conditions in the hotel industry to the railway employees; and he went on to 
say, if I can quote him correctly, that it was his judgment that hotel rates of 
Pay and working conditions should more properly be related to those applicable 
in the area in which the hotels operated. From that point on we have had 
separate negotiations; but the certification of these unions representing the 
employees is still under the federal act—the Industrial Disputes and Investiga
tion Act, which covers all of the industries that are covered by this bill C-126, 
those industries and undertakings that are operated in Canada under the 
exclusive legislative jurisdiction of the federal Parliament, and that includes 
°ur hotels.

Senator Roebuck: The fact that the unions operate under a certification 
°f the dominion board is by no means final, so far as your hotels are concerned, 
as to whether you are subject to dominion or provincial law, whether you are 
hnder one clause or the other of the British North America Act. It seems to me 
*hat this is a very important question at this moment.

The Acting Chairman: It goes to the whole basis.
Senator Roebuck: Exactly. It goes to show that the act does not apply to 

y°u, and I am rather inclined to think that that is the case.
Mr. Wilson: With great respect that is precisely what we have been 

trying to say, that this act should not apply to hotels such as Jasper.
Senator Roebuck: It only applies to you if you are within the dominion 

)urisdiction. If you are not in it, it is a question of fact.
Senator Choquette: They are necessarily if they belong to the crown, 

and the C.N.R. belongs to the Government; and necessarily from the act, right
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from the beginning the C.N.R. hotels would come under this legislation. We 
are getting away from the subject by talking about certification, unions, and 
all that.

Senator Roebuck: That has nothing to do with it.
Mr. Wilson: It is a complex issue, I grant you that. The Chateau Laurier 

at one time belonged to the Grand Trunk.
The Acting Chairman: Yes, it did.
Senator Isnor: If you have a deficit the country has to meet that deficit. 

I am not saying you have, but if you have it is included in the Canadian 
National Railways’ Annual Report, isn’t it?

Mr. Wilson: Yes. Another thing, Mr. Chairman, we in the hotel operation 
are subject to the Female Employees Equal Pay Act.

Senator Roebuck: Provincial?
Mr. Wilson: No, federal, the federal Female Employees Equal Pay Act. 

We are not permitted to have a male-female differential in any of our hotels, 
but every other hotel in the country has.

Senator Roebuck: I would rather like to hear from your legal department 
on this question.

The Acting Chairman: Did you submit this brief to your legal department 
before you presented it here?

Mr. Wilson: Yes.
The Acting Chairman: They approved it as a proper statement of fact?
Mr. Wilson: Yes, definitely.
The Acting Chairman: I suppose we have to accept that.
Senator Roebuck: They did not apply themselves to this problem speci

fically, did they?
Mr. Wilson: No, I must confess I do not think they were seized of the 

problem to the extent they should have been, Mr. Chairman.
The Acting Chairman: Could you get out of this simply by leasing your 

hotels to some corporation, the way the Queen Elizabeth in Montreal and the 
Vancouver Hotel were?

Mr. Chambers: It seems that could be done, as undesirable as it might be.
Senator Power: This is if it is in the public interest of Canada. It is still 

in the public interest of Canada, and that is not the argument really. The argu
ment is based on some other reason than a declaration of hotels in the public 
interest of Canada. The C.P.R. is in the public interest of Canada, and nearly 
every railway at some time or another has been.

The Acting Chairman: Honourable senators, I do not think we can carry 
on much further with this. We will meet at 11 o’clock on Tuesday morning, 
March 9.

The committee adjourned.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
March 3, 1965.

“Pursuant to the Order of the Day, the Senate resumed the debate 
on the motion of the Honourable Senator Smith (Queens-Shelburne), 
seconded by the Honourable Senator Connolly, P.C., for second reading 
of the Bill C-126, intituled: ‘An Act respecting hours of work, minimum 
wages, annual vacations and holidays with pay in federal works, 
undertakings and businesses.

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 Smith (Queens-Shelburne) moved, sec

onded by the Honourable Senator Connolly, 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.”

JOHN F. MacNEILL, 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Tuesday, March 9, 1965.

Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 11.00 a.m.

Present: The Honourable Senators Hayden (Chairman), Aseltine, Baird, 
Beaubien (Provencher), Blois, Brooks, Burchill, Choquette, Connolly (Ottawa 
West), Cook, Croll, Fergusson, Gershaw, Hugessen, Isnor, Kinley, Lambert, 
McCutcheon, McKeen, McLean, Pearson, Power, Roebuck, Thorvaldson and 
Walker—(25).

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

Bill C-126, intituled: “An Act respecting hours of work, minimum wages, 
annual vacations and holidays with pay in federal works, undertakings and 
businesses’’, was further considered.

The following witnesses were heard:
Canadian Labour Congress:
Mr. J, Morris, Executive Vice-President.
Mr. A. Andras, Director of Legislation.

Air Transport Association of Canada:
Mr. Angus C. Morrison, Executive Director.
^r- G. E. Manning, Director, Industrial Relations, Canadian Pacific Airlines. 
^r- G. E. Bolton, Director, Personnel and Industrial Relations, Air Canada. 
^r- A. R. Eddie, Superintendent, Industrial Relations, Pacific Western Airlines.
, It was agreed that certain documents from the Air Transport Association 

e Printed as Appendix “A” to these Proceedings.
^r- Cecil Lamont, President, North-West Line Elevators Association.
^r- G. Heffelfinger, President, National Grain Company.
Î5r- Geo. H. Sellers, President, Federal Grain Company and Alberta Pacific 

rain Company.
At 12.45 p.m. the Committee adjourned.
At 2.15 p.m. the Committee resumed.

rp ^resent: The Honourable Senators Hayden (Chairman), Aseltine, Beaubien 
j, rQuencher), Blois, Burchill, Choquette, Connolly (Ottawa West), Cook, Croll, 
j. r§uss°n, Flynn, Gershaw, Hugessen, Isnor, Kinley, Lambert, McCutcheon, 

cKeen, McLean, Pearson, Power, Roebuck, Thorvaldson and Walker—(24).

Mr.
Alb
Mr.

The following witnesses were heard:
W. J. Parker, President, Manitoba Wheat Pool and also representing 

erta and Saskatchewan Wheat Pools.
A- M. Runciman, President, United Grain Growers Limited.
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Canadian Warehousing Association:
Mr. Paul G. Kenwood, Vice-Chairman, Household Goods Division.
Mr. D. G. Slater, President.

International Brotherhood of Teamsters:
Mr. I. M. Dodds, Canadian Director.
Mr. Ken McDougall, President, Local 938.

It was agreed that two letters from The Shipping Federation of Canada 
be printed as Appendix “B” to these Proceedings.

Department of Labour:
Mr. H. S. Johnstone, Director, Labour Standards Branch.
Miss E. Lorentsen, Director, Legislation Branch.

At 4.30 p.m. the Committee adjourned.
At 5.00 p.m. the Committee resumed.
Present: The Honourable Senators Hayden (Chairman), Baird, Beaubien 

(Provencher), Blois, Burchill, Choquette, Connolly (Ottawa West), Cook, Croll, 
Fergusson, Flynn, Gershaw, Hugessen, Isnor, Kinley, Lambert, McCutcheon, 
McKeen, Pearson, Power, Roebuck, Thorvaldson and Walker—(23).

The following witness was heard:
The Hon. Allan J. MacEachen, Minister of Labour.
At 6.20 p.m. the Committee adjourned until Wednesday, March 10th, at 

9.30 a.m.

Attest:

F. A. JACKSON, 
Clerk of the Committee.
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REPORT OF THE COMMITTEE

Wednesday, March 9, 1965.

The Standing Committee on Banking and Commerce to which was referred 
the Bill C-126, intituled: “An Act respecting hours of work, minimum wages, 
annual vacations and holidays with pay in federal works, undertakings and 
businesses”, has in obedience to the order of reference of March 3rd, 1965, 
examined the said Bill and now reports the same without any amendment.

All which is respectfully submitted.

SALTER A. HAYDEN, 
Chairman.





THE SENATE

THE STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Tuesday, March 9, 1965.
The Standing Committee on Banking and Commerce, to which was referred 

Bill C-126, respecting hours of work, minimum wages, annual vacations and 
holidays with pay in federal works, undertakings and businesses, met this day 
at 11 a.m.

Senator Salter Hayden (Chairman) in the Chair.
The Chairman: I call the meeting to order. We have a number of organi

zations that wish to be heard today, namely, the Canadian Labour Congress, 
Canadian Warehousing Association, Air Transport Association of Canada, Grain 
Elevator Operators, and International Brotherhood of Teamsters. Subject to 
wht the committee may say, I am proposing to call first the representatives of 
the Canadian Labour Congress, represented by Mr. J. Morris, Executive Vice- 
President; Mr. A. Andras, Director of Legislation, and Mr. A. J. Hepworth, 
Assistant Director of Legislation. I understand Mr. Morris is going to present 
the brief on behalf of the Canadian Labour Congress.

Mr. J. Morris, Executive Vice-President, Canadian Labour Congress: Mr.
Chairman and honourable senators: The Canadian Labour Congress appears 
before you in connection with Bill C-126 because it has a legitimate concern 
about legislation of this sort. The Congress represents more than one million 
trade union members in Canada. It represents, among these, a majority of the 
organized workers whose employers come within the jurisdiction of the Parlia
ment of Canada.

The Congress wishes to say at the outset that it favours the principles 
embodied in Bill C-126. This legislation, which will commonly be known as 
the Labour Code, sets up minimum standards governing certain conditions of 
employment, namely, hours of work, wages, vacation and general holidays, 
legislation of this type is not novel and has existed for many years in the 
various provinces and elsewhere. Its introduction in the federal field represents 
? Progressive step in the interests of the working people of this country and 
ln the advancement of our social legislation.

We consider it necessary that there should be established standard hours 
?t work, both daily and weekly, with limitations on overtime, so that 
^responsible employers will not be permitted to engage in excessive exploitation 
°t their work force, and workers will have reasonable opportunities for rest, 
taxation and normal family life. The 8-hour day and 5-day week are now so 
Extensively in effect in Canada that the bill will serve the useful purpose of 
rmging within its confines those employers who have failed to apply these 
andards. It is worth noting moreover that Part I of the bill provides for 

aexibility as to the arrangement of the hours of work in those industries where 
fixed number of hours per day or per week is not practicable because of 

®asonal and other factors. The requirement of overtime rate of pay for hours 
0rked in excess of those established as a standard should serve as a deterrent 

gainst abuse and confine overtime to what is actually necessary and unavoid- 
le- Flexibility has also been allowed with regard to the provision of at least
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one full day of rest in the week. The proposed legislation therefore has faced 
up to the realities of industrial line even while recognizing the need for a 
public policy as to maximum hours of work.

With respect to minimum wages, we consider the establishment of a 
minimum wage as an essential feature of any system of social legislation. The 
widespread existence of minimum wages legislation is ample recognition of 
this, although the minimum established in various parts of Canada is by no 
means satisfactory. It is worth noting that the ILO at its 48th session in 1964 
adopted a Resolution concerning “Minimum Living Standards and Their Ad
justment to the Level of Economic Growth”. This Resolution, for which 
Canada voted, “emphasizes that adequate minimum standards of living should 
be ensured through the establishment of a dynamic minimum wage level.” 
We believe, therefore, that you should support part II of the bill even though 
we are not satisfied that the minimum wage of $1.25 an hour is in itself 
adequate and would favour the establishment of $1.50 as a more adequate 
figure.

As for annual vacations and holidays with pay, there seems to be little 
need for arguments to justify this type of legislation. There had already existed 
a federal statute on vacations, the Annual Vacations Act, so that the principle 
was already well established. Parts III and IV of the bill thus merely write 
into the law conditions of employment which are already widely recognized 
and which will thus become available to those who have not had the benefit 
of collective bargaining or who for other reasons have enjoyed standards lower 
than those to be provided under this bill. We are sure you recognize the need 
for paid vacations and holidays and the widespread recognition of the desira
bility of leisure without loss of income as part of a good standard of living.

We would be less than honest if we were to say to you that we consider 
the bill satisfactory in all its aspects. This is not the case. We have endorsed it 
and ask you to support it because we consider that, in principle, it is important 
that this bill should be enacted. But we regret, for example, that the Govern
ment, in proposing this legislation, should have seen fit to exclude the Yukon 
and the Northwest Territories from its jurisdiction. We are also bound to be 
concerned about the possible effect of the special and transitional provisions 
contained in sections 51 to 53 inclusive. If the minimum standards with regard 
to hours of work and wages are to become a reality, the power to defer or 
suspend must be kept to an absolute minimum and only where justification is 
clear and beyond dispute. It remains to be seen whether and to what extent 
these transitional provisions will be used and we are apprehensive about the 
effect of including Sections 51 to 53 in the bill.

In conclusion, we wish to state that the advantages to be gained from such 
legislation outweigh criticisms of detail which might be made by ourselves or 
by others. It is the kind of legislation which we think is appropriate for the 
Parliament of Canada to enact within its jurisdiction and will be to the advan
tage of those wage and salary earners who have failed to benefit from the 
improvements in working conditions which others have enjoyed.

The Chairman: Any questions?
Senator Thorvaldson: Mr. Morris, I notice your brief is dated March 9, 

1965, so it was very recently prepared. I was wondering if you had before you 
the brief that was presented to this Committee by the shipping interests a feW 
days ago, and just what you have to say as to their problems? I am sure you 
are aware of the conditions, of labour in that industry, which differ greatly 
from many other industries. Would you care to comment on their problem?

Mr. Morris: I do not think we had a copy of the brief.
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Mr. Andras: I received a copy of the submission in the appendix to your 
proceedings only yesterday afternoon, Mr. Senator, and could not give it any 
detailed study.

Senator Thorvaldson: I would ask the same question in regard to the 
trucking industry that is under federal jurisdiction. I was wondering if your 
brief had been prepared in the light of the problems which they indicated to 
this committee?

Mr. Andras: We did not have the advantage of seeing those briefs in 
advance of our own statement. Our statement may be dated March 9, but this 
is merely a convention, but we were not favoured with copies of these presenta
tions. I believe we have a general knowledge from our experience of the 
industry of the kind of representations that would be made, but we have not 
had an opportunity to examine their briefs in detail.

Senator Roebuck: And I suppose you did not see the brief submitted by 
the railroad management late last week?

Mr. Andras: To your own committee, Senator?
Senator Roebuck: Yes.
Mr. Andras: No, sir.
The Chairman: That only became available yesterday in print, as a matter 

of fact, yesterday afternoon, Senator Roebuck.
Senator Roebuck: Yes, but the brief itself was available. I got one, but 

there were not enough copies.
The Chairman : Any other questions of Mr. Morris?
Senator Lambert: It occurred to me, Mr. Chairman, that a little more 

definiteness could have been given in connection with such phrases as “a 
majority of the organized workers.” Could you be a little more specific and 
give the exact numbers?

Mr. Morris: We represent 1,180,000 workers in this country.
Senator Lambert: But you say the majority.
Mr. Morris: That is by far the greatest majority.
Senator Lambert: What is meant by majority?
Mr. Morris: I would say organized workers would probably represent, in 

the federal field of the legislation to be concerned with, 55 per cent—well over 
half.

Senator Lambert: You figure 550,000 people would be affected by this?
Mr. Morris: No. I was talking about the total organized work force. Of 

the people we represent and are affiliated with, we estimate, about 55 per cent 
^il be covered by the legislation.

Senator Lambert: Not all federal employees?
Mr. Morris: No.
Senator Pearson: This brief states that the Canadian Labour Congress, 

^presented by Mr. Morris, agrees in principle with the bill. I was wondering 
there are any exceptions to the bill with which you do not agree.

Mr. Morris: Well, our position, as stated in the brief, is that we support 
the bill in its present form. We think it should be enacted by the Parliament 
of Canada.

Senator Pearson: With no exceptions at all?
Mr. Morris: The exceptions we would have, we feel, are not such that 

We should criticize the bill in its present form.
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Senator Isnor: Mr. Morris, would you be good enough to enlarge on your 
objections to sections 51 to 53, which give certain companies an opportunity to 
present their cases?

Mr. Morris: As we said, sections 51 to 53 contain two separate provisions 
for delaying the implementation, one in which it refers to the right of the 
minister to delay, I believe for a period not to exceed 18 months, and then it 
contains a further provision, in one of the other sections, which would allow 
the Governor in Council to give a further deferment. We believe there should 
be a limit to the amount of deferment that could be granted in extension of the 
deferment granted by the Minister of Labour. And there does not seem to be 
a limitation on the amount of the further extension that could be granted 
by the Governor in Council.

Senator Isnor: That is the understanding we all had of the sections, but 
what I had in mind particularly in asking you as to why you object to giving 
certain companies the opportunity, is the feeling that this might be a re
striction on their enterprise to appear and present their case.

Mr. Morris: We do not object in principle to the idea of easing the im
plementation of the legislation by setting up a transitional period or giving an 
extension beyond the fixed date of legislation, but we do object to the principle 
which makes it possible for extensions to be continued indefinitely. We feel 
there should be a limitation to the terms in which all enterprises coming under 
the legislation should be required to conform to the legislation.

Senator Isnor: Well, I thought there was a limitation—in the first case, 
18 months, and in the second it was a question for the minister.

Mr. Morris: Yes, but there is no limitation in the second extension that 
could be granted, in effect, by the cabinet, because this is granted by dis
cretion. We feel there ought to be a limitation to the period for which discre
tion should be exercised.

Senator Roebuck: Mr. Morris, on page 2 of your brief, in the second para
graph, you say the minimum established in various parts of Canada is by no 
means satisfactory. Wouldn’t it be useful to put on the record what those mini
mums are in the various parts of Canada? Have you got that handy?

Mr. Andras: Senator, these are published regularly in the Labour Gazette 
and in the annual report by the Department of Labour. We did not put them in 
because they are a matter, ordinarily, of public knowledge. We could have 
incorporated them, but it would have been surplus paper on our brief. If you 
wish, I could read off some of the figures to you.

Senator Roebuck: I think it would be useful information to have in our 
record, if you would just give it as briefly and concisely as you can.

The Chairman : These will be the provincial minimum wages?
Mr. Andras: I have in my hand, Mr. Chairman and senators, a publication 

entitled Provincial Labour Standards, dated December, 1963, but my copy is 
somewhat more up-to-date, as it includes 1964.

Senator Isnor: As published by whom?
Mr. Andras: The legislation branch of the Department of Labour. You 

heard the lady in charge of this branch, Miss Lorentsen, a couple of days ago, 
and she is a very competent public servant.

In addition to that, the most recent issue of The Labour Gazette, dated 
January 29 of this year, contained some more current information on minimum 
wages.

If you will just bear with me, I was reading it last night, but it is just a 
question of finding the page. I suppose the best thing is to look up the table of 
contents, which is a much too sensible procedure. The table I have before me, 
then, is as up-dated as we can get it.
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In Newfoundland there is a 50-cent minimum wage for women and 70 cents 
for men. This is in factories, shops and offices, and the same rates apply for 
hotels and restaurants.

In Prince Edward Island we have a 95-cent rate and $1, as of May 1, 1964, 
for men only. This covers factories, shops and offices; and for hotels and 
restaurants, for men only, Charlottetown and Summerside and a five-mile 
radius around them.

There are other rates, but if you do not mind I will not clutter up the record 
with undue detail.

The Chairman: These are the highest minimum rates in P.E.I.?
Mr. Andras: That would be $1, that is right.
Then there are some weekly rates for waitresses and other female workers 

in Charlottetown and Summerside, which are, of course, the two principal 
urban communities on the Island.

In Nova Scotia the rates have just been changed by a new order, and I am 
sorry to say I did not bring it along with me. I think the rate is 85 cents in 
zone 1-A—and I am speaking from memory now.

Senator Smith (Queens-Shelbume) : One dollar and five cents for men.
Mr. Andras: Yes, that is the principle urban community zone. Zone 1-B is 

slightly lower. Then you have zones 2 and 3, which are small villages and rural 
communities, and they have lower rates.

New Brunswick shows a rate of 60 cents, and their new rates were to have 
been established as of January 1 of this year.

Senator Burchill: In New Brunswick the minimum is $1.05.
Mr. Andras: You are quite right, senator. I will correct my statement. I 

read from The Labour Gazette of January 29 last, page 56:
The New Brunswick Minimum Wage Board has issued five new mini

mum wage orders, effective from January 1, 1965, that are the equivalent 
of a general minimum wage order, since together they cover all in
dustries in the province except agriculture and fishing. They apply to 
both male and female workers. Under earlier orders, now replaced, 
general coverage was provided for female employees; but with regard 
to male workers, only those engaged in certain industries (logging and 
sawmills, the garment industry, and the canning or processing of fish, 
vegetables or fruits) were subject to a minimum wage.

The coverage of the orders and minimum rates set are as follows:
Order No. 1—Construction, Mining and Primary Transportation— 

$1.05 an hour;
Order No. 2—Logging and Forest Operations, Sawmills and Related 

Enterprises—$1.05 an hour;
Order No. 3—Wholesale and Retail Trade, and Manufacturing—75 

cents an hour, January 1, 1965; 80 cents an hour, July 1, 1965;
Order No. 4—Food Processing—75 cents an hour, January 1, 1965; 

80 cents an hour, July 1, 1965;
Order No. 5—Service Industries—65 cents an hour, January 1, 1965; 

70 cents an hour, July 1, 1965.

The Quebec rates I have here are for 1963 and show zone 1, 70 cents, and 
b4 cents in zone 2.

Ontario has had a new set of rates, which are due to go up. The Ontario 
rates I have are $1 and they are due to go up to $1.25. They are going up on 
a graduated scale. If the committee wishes, we will submit a written statement 
as to the precise rates. We have not got them with us.



94 STANDING COMMITTEE

Senator Roebuck: Yes, I would like you to do that.
Mr. Andras: Very well.
Senator Lambert: Yes, put it on the record.
Mr. Andras: We will submit it to the clerk of the committee.
Senator Brooks: For all provinces.
Mr. Andras: Yes, if you wish, and that will save your time here. We will 

give an up-to-date breakdown of minimum wages.
The Chairman: You might still tell us about Manitoba, Saskatchewan, 

Alberta and British Columbia.
Mr. Andras: Manitoba 75 cents and 70 cents.
Saskatchewan, on a weekly basis of $36.50 and $34.50, that is both urban 

and rural.
Alberta $34 and $30, large and small centres.
British Columbia is $1 an hour.
The provinces vary as to whether it is on a weekly or hourly basis in 

establishing the minimum.
The Chairman: Thank you. Any questions?
Senator Roebuck: I think I am right in my assumption, am I not, that 

this bill proposes a higher rate than is to be found in any of the provinces, 
other than perhaps Ontario?

Mr. Andras: In Ontario $1.25 is limited to the so-called “golden horse
shoe,” but the rate is moving up. $1.25 would be the best rate in Canada.

The Chairman: Any other questions? If not, thank you very much Mr. 
Morris and Mr. Andras.

The next group to be heard is the Air Transport Association of Canada. 
Mr. Angus C. Morrison, the Executive Director, is going to present the brief. 
He has with him Mr. G. E. Manning, Director, Industrial Relations, Canadian 
Pacific Airlines; Mr. A. R. Eddie, Superintendent, Industrial Relations, Pacific 
Western Airlines, and Mr. G. E. Bolton, Director, Personnel and Industrial 
Relations, Air Canada.

Will you proceed, Mr. Morrison?

Mr. Angus C. Morrison, Executive Director. Air Transport Association of Canada:
Mr. Chairman and honourable senators, on behalf of myself and my colleagues 
here present I would like to thank this committee for the opportunity to appear 
and make a submission on behalf of the Air Transport Association of Canada 
regarding the Federal Labour Standards Code Bill C-126.

The Air Transport Association of Canada is comprised of the major air
lines, regional air carriers, non scheduled carriers, helicopter operators, spe
cialty air services and flying training schools. All of these carriers are affected 
by some of the conditions of the proposed Act respecting hours of work, 
minimum wages, annual vacations and holidays with pay in federal works, 
undertakings and businesses.

Mr. Chairman, it may appear to yourself and to the other honourable 
senators present that it is somewhat incongruous that the airline industry would 
be making representations regarding a bill which, in fact, will in most instances 
only confirm the practice which has been in existence for many years in our 
member companies. Generally speaking, the majority of our employees already 
enjoy:

1. A 40 hour work week.
2. A minimum wage in excess of $1.25 per hour.
3. Two weeks annual vacation after one year’s service, and
4. Eight general holidays.
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However, there are two areas in which the bill would create severe prob
lems for the airline industry.

The first of these problem areas has to do with our flight crews, which 
have historically enjoyed working conditions based upon an entirely different 
concept of work than is normally accepted by industry. The 40 hour work week 
concept is entirely inapplicable to this group. Flight crew working conditions 
are based on 85 hours per month. This is 255 flying hours per quarter year and 
only 1,020 flying hours per calendar year—approximately one half of the 
working hours associated with the standard 40 hour a week personnel (2,080 
hours per year).

This flight time limitation concept is established in Canada by federal 
regulation under the Aeronautics Act and I wish to file as an exhibit for the 
committee Department of Transport Circular 0/19/61 which sets forth the 
regulations governing the Canadian airline industry. It will be noted that 
the regulations establish hours in excess of those normally practised within 
the air transport industry. These regulations have been established to avoid 
air crew fatigue and to assure air safety and certainly already meet one of the 
broad intents of the bill, which is to establish minimum labour conditions. The 
actual flying hours achieved by any flight crew member, however, is signifi
cantly below 1,020 hours per year and more normally approximates 75 hours 
Per month. This is due to the fact that several provisions exist to reduce the 
availability of flight crews, as well as vacation and sick leave time, which 
reduces flight time availability by 2 hours and 48 minutes each day the flight 
crew member is on vacation or sick leave. Flight time is further reduced by 
what have been called “duty rigs”. These duty rigs provide items such as 
the following:

1. Flight time credited on the basis of the scheduled flight time or 
the actual flight time, whichever is greater.

2. Minimum flight time credited on the basis of a minimum payment 
for each duty period. This normally approximates one hours pay 
for each two hours on duty.

3. Minimum flight time credit of one hour for each four hours away 
from home base.

4. Flight time credits while in class room training.
5. Flight time credits when removed from a flight, even when that 

flight is operated by a fellow flight crew member who requires a 
training flight.

6. Minimum guarantees of 60 hours per month on domestic operations 
and 65 or 70 hours per month on overseas operations. This means 
a flight crew member receives 70% to 82% of his possible earnings 
during a month regardless of the fact that he may not operate one 
trip during that month. In the case of regional carriers the minimum 
guarantee for any month whether worked or not may be equal to 
100% of salary.

It is the opinion of the association members that flight crew scheduling 
Woi*InS conditions are irrevocably tied to flight time hours per month 

hher by agreement or by Department of Transport Regulations. This factor 
the fact that regulations already exist governing the working conditions of 

! ls group of employees under the Aeronautics Act it is submitted can only 
to the conclusion that flight crews should be exempted from the pro- 

1Sl°ns of Bill C-126.
j As a further indication that flight crews already enjoy conditions well 
c excess of those provided by the proposed Act, it should be noted that by 

Active bargaining agreement, flight crews are guaranteed 10 days free of
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all duty each month. This compares with an average of 8f days off per month 
received by an employee working a 40 hour week. With the addition of 
general holidays, however, this latter figure will be increased to an average 
of 9J days off per month.

These guaranteed 10 days off per month are not the only days off that 
flight crew receive. I would like to submit as an exhibit a sample of DCS 
captain overseas blocks in Canadian Pacific Airlines Ltd. and schedules for 
Pacific Western Airlines flight attendants during a peak month. These schedules 
show that on an average a flight crew member on such operations receives 13 to 
17 days off each month at his domicile and an additional 4 to 5 days off each 
month away from domicile.

Senator McCutcheon: Does he work?
The Chairman: Is that included in your average of 10 days off duty each 

month, or is this in addition to that?

Mr. G. E. Manning, Director, Industrial Relations, Canadian Pacific Airlines: 
The 10 days are included in these 13 to 17 at home base.

Mr. Morrison: Because of the nature of their function, therefore, and 
because of the peculiar method of scheduling these personnel, no direct refer
ence has been established between the working conditions of flight crew and 
other personnel in the airline.

Other personnel in the airline, as we mentioned at the beginning of this 
report, have for many years enjoyed a 40 hour week, time and a half and 
double time overtime provisions and 8 general holidays. These conditions, how
ever, were not considered related to the flight crew method of scheduling and 
accordingly have never been a major considering factor during negotiations 
with this group. However, the flight crew groups, particularly the pilots who 
set the pattern for the rest of the flight crew personnel, are recognized as a 
particularly strong union, and that if, in their opinion there had been a right 
previously established to general holidays under the hours of service provisions 
which govern their employment, they would have long since achieved parity 
with the rest of the airline employees. The employees themselves, although 
represented by very aggressive unions, have not pressed this point very 
strenuously. There would, in our opinion, be no question of discriminating 
against flight crews, as their work schedules are so different from those of 
ground employees as to make any comparison impossible.

I should perhaps state that the minimum wage in this group is consider
ably in excess of $1.25 per hour, and that this group of employees—in fact 
all employees in the airline industry—are entitled to 2 weeks vacation with 
pay after one year’s service, 3 weeks vacation with pay after 10 to 12 years’ 
service, and in the case of Air Canada 4 weeks vacation with pay after 20 to 
25 years’ service.

It is, therefore, respectfully submitted that; because the nature of the 
flight crew working conditions and hours of service are entirely unrelated to 
the 40 hour week concept; and because this group enjoys working conditions 
considerably in excess of those proposed in Bill C-126; and because federal 
legislation under the Civil Aeronautics Act, that is, Department of Transport 
regulations covered in Circular 0/19/61 already establish the hours of servie6 
provision for flight crew personnel; flight crew personnel be exempted from 
the provisions of Bill C-126.

The second point we wish to raise today, Mr. Chairman and Honourabl6 
Senators, has to do with the restriction on overtime as covered in Part I.

Airlines, like all forms of transportation, operate round the clock with 
fluctuating schedules and varying work loads, depending upon the immédiat® 
demands of the public, traffic and weather conditions.
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The airlines are a public service industry, they operate 24 hours a day, 
365 days a year for the convenience and necessity of the travelling and shipping 
public and the postal services. Their only product is air transportation and 
it must be simultaneously produced, sold and consumed, otherwise it is lost. 
We must be able to respond immediately to a variety of demands in a safe and 
efficient manner. Flight schedules and terminal and ground support facilities 
must be geared to travel fluctuations, on a round the clock basis, on weekends 
and holidays. To meet daily and seasonal peaks and operational emergencies, 
we have traditionally negotiated flexibility into our labour agreements, such as 
special premium pay for overtime, special provisions for relief assignments, 
rotation of work schedules and days off, special provisions for combining long 
and short work weeks and other specialized work scheduling arrangements. 
Our ground employees receive overtime pay after 8 hours per day and for 
Work on their days off.

If Bill C-126 is enacted the airlines could be required to adhere to strict 
maximum hour provisions of the law without the benefit of these negotiated 
operational flexibilities. The result is that individual companies and the unions 
will have to sit down and try to re-arrange and re-write existing contract 
provisions to accommodate a federal overtime law which does not recognize 
the operational requirements of air transportation. The airlines will continue 
to attempt to avoid overtime work whenever possible. This is a simple matter 
of sound management • practice. However, the airlines see no realistic substi
tute for the necessity to require employees to work overtime to meet the 
convenience of the public.

I might state at this stage, Mr. Chairman, that one of the major problems 
We face is the determination of what is an emergency. The other day in 
Hansard (page 11496) the Minister of Labour is quoted as stating that an 
emergency involved inoperative equipment. Not only would inoperative 
equipment be an emergency in the airline industry, but weather conditions 
delaying or cancelling a flight, the necessity to operate for the public con
venience and operate all flights as close to schedule as possible would create 
an emergency and in addition, just the plain necessity to have an airplane 
serviced or overhauled on the due date in order to serve the travelling public, 
who have made reservations and plans on the basis that the airline will be 
Providing carriage, would also be classed by our industry as emergencies. We 
are somewhat fearful that the restricted interpretation of the provisions of this 
section will severely restrict our ability to meet our public obligation. We 
w°uld, therefore, request that consideration be given to exempting the airline 
lndustry from this overtime restriction.

It may be of interest to the committee to note that when the Fair Labour 
Standards Act was amended in the United States, the House General Sub- 
c°mmittee on Labour found it necessary to exempt the airlines from the 
0vertime provisions.

We believe that in the best interest of allowing the bill to proceed, the 
lr>terests of the industry can be best served by applying the exemptions per
mitted under section 3, paragraph 3, sub-section b dealing with non-applica- 
l0n to certain employees, and in this regard we wpuld like to see flight crews 

tempted.
, Mr. Chairman, that is our submission. I have already introduced my col- 
6agues and I believe they are in a position to answer any questions.

Senator Lambert: I notice on page 6 there is a reference to ground em- 
l oyces, and I wonder if they are in a different category from the flight crews 
0°w%hom you refer specifically here. Are they in a separate category of their

Mr. Morrison: Yes.
21840—2
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Senator Lambert: Are they described as “ground” crews?
Mr. Morrison: Ground personnel, of which there are many categories.
Senator Lambert: What about the bill as applied to them?
Mr. Morrison: We see no problem.
Mr. Manning: With the exception of the points regarding limitation of 

hours of duty.
Senator Thorvaldson: What about the case where you are short of aircraft 

and you require ground crews to work overtime to prepare aircraft. Is this not 
a problem?

Mr. Manning: That is definitely a problem.
The Chairman: Senator Bur chill.
Senator Burchill: How does the Fair Labour Standards Act in the 

United States deal with air crew?
Mr. Morrison: They are exempted.
Senator McCutcheon: Would any of your employees be adversely affected, 

either air crew or ground crew, if air transport as such were completely 
exempted?

Mr. Morrison: I don’t think so.
Senator Burchill: Your ground crews and air crews have no objection 

to the conditions under which they are working today?
Mr. Morrison: No.
Senator Bouffard: Just the government has come in to suggest new 

arrangements.
The Chairman: The committee is aware of the provisions of section 4 

by now. That would appear to preserve the position of the flight crews. I think 
in the recital by Mr. Morrison it would appear that the benefit from any con
tract— custom, contract or arrangement which they have is more favourable 
than the rights and benefits they might get under this act. In those circum
stances it might well be that the flight crews are not, therefore, subject to 
the provisions of this bill. However, there is one interesting point I would like 
to mention. Under the Aeronautics Act referred to you have authority given 
to the Air Transport Board under section 13 of that statute which says

Subject to the approval of the Governor in Council, the Board may 
make regulations: 

and under sub-paragraph
( 1 ) prescribing maximum hours and other working conditions for pilots 
and co-pilots employed by any air carrier;

That raises the question, then, of conflicts between the Civil Aeronautics Act 
and this particular bill, and frankly at the moment I would not rush into 
expressing an opinion.

Senator Roebuck: Wouldn’t the specific legislation override the general?
The Chairman: But the specific legislation, the Civil Aeronautics Act, 

antedates considerably the Civil Labour Code. I wonder what effect it would 
have. We must assume that Parliament in preparing the standard labour code 
is perfectly well aware and has taken into consideration the provisions of the 
Aeronautics Act.

Senator McCutcheon: That is a pretty rash assumption.
The Chairman: I was saying as a matter of law we must assume.
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Senator Roebuck: In the interpretation of statutes the fact that one was 
passed prior to the other is never considered an overruling consideration.

The Chairman: I would rather feel that section 4 of the bill is to be 
considered rather than the Aeronautics Act. However that is a comment I throw 
out.

Senator Thorvaldson: I suggest it is a question whether section 4 applies; 
it is still a matter of law and would have to be debated.

Senator Smith (Queens-Shelburne) : In the case of air crews working away 
below the minimum number of hours, even on a daily or weekly basis, but 
certainly on a yearly basis, we know they are getting far in excess of the $1.25 
minimum required; and if so, why are you worried about them?

Mr. Manning: In the other place, on the floor, when they mentioned it was 
according to the work flight, it was pointed out that these flight crews report 
for the work flights. They are available, but they do not get paid, and the limit 
on the 85-hour does not start until they start flying. Therefore, under this bill, 
we could have them working but not receiving any pay under the present 
conditions. By their agreement and the restriction under DAT regulations we 
would be having them paid and restricted on their flying hours.

Senator Croll: But even then, you would pay far more than they have 
n°w, if you take into account that they are not paid when coming to and from 
work, and even under that you are far beyond this act?

Mr. Manning: Yes.
Senator Croll: Then what is the problem?
Mr. Bolton: In regard to statutory holidays, we believe it would be impos

sible to interpret the act. On a day in which he flies, he could earn $200. If that 
happens to be a statutory holiday, the act would imply that he is entitled to one 
and a half times the normal rate of pay, so he would receive $500 pay for that 
°ne day. This is not the purpose of the act. All we are saying is that for a flight 
Crew it is almost impossible to administer working conditions under the act as 
instructed.

We have no objections to the act in relation to ground crew. We believe we 
iuld handle that. But we do not know how to do it for our flight crew people, 
fhe statutory holiday is only one of the problems. There are also the problems 
°f duty hours, stand-by hours, lay-over hours, and so on. For every four hours 
0ri the ground they get a flight hour. We do not know what kind of hours you 
Use to construct the problems which would be presented in the administration 
of the act.

Senator Croll: You may have problems, but you would get a period of 
in which to work out those problems. It may be one year or 18 months, or 

hatever the minister may think necessary. There are escape clauses in this. 
üÜy it is possible to work it out.

Mr. Bolton: We have been working with this very highly developed group 
Jj?°ciation for a number of years, and they bargain very effectively. Up until 
k ls time we have not had a problem in this particular area to administer. We 
^eheve that they are adequately paid under their agreement. Immediately this 

is held to cover flight crew, we would be caught between two storms. Under 
’s act, if the statutory holiday is part of it, there is one storm—and the 

Jnary machinery process is another. We believe that their working conditions 
jj e SUch that the people working as flight crew and the company management 
ar°w the situation sufficiently well to give effect to the agreements. But if we 

?aught UP in the conflict of interpretation under this act, we believe it would 
be an injustice on the air lines and create complications that we think would 

Unnecessary.
21840—2J
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Senator Brooks: These problems for Canada, would they not be the same 
problems as were found in the United States; and would that not be the reason 
they are exempted under the American Act?

Mr. Manning: The 85-hour concept started in the United States in 1954.
The Chairman: The answer may well be that the flight crews enjoy such 

benefits under the law and under their agreements, that they have a complete 
“out” under section 4 of the bill.

Senator McCutcheon: That will not help the ground crews’ overtime. The 
witness said, as regards ground employees, there was no problem working it 
out. The bill indicates, as regards overtime—

The Chairman: I am talking of the statement of the witness that, as far 
as ground crews are concerned, they can adjust themselves to the bill.

Senator Lambert: They are a different category.
Senator McCutcheon: But the flight crews cannot, as regards overtime.
Mr. Manning: If this legislation is conceived as applying to flight crews, 

it is my opinion that we would have to change our whole method of payment 
for flight crews—if there is no exception, if we do have flight crews under the 
definition of this act, working and receiving no pay and receiving no hourly 
credit. In regard to this point which has been mentioned, we have a flight crew 
being paid and being given credit against total hours, while on the ground at 
Amsterdam or Rome or wherever the flight may be. But we have not any 
concept of a 40-hour week, and if we are required to do so, we will have to 
change the entire concept on which we have been working in the past.

Senator Smith (Queens-Shelburne) : Would the witness agree that in sec
tion 4 there is an “out” where the contract with the union provides better 
standards than are available?

Mr. Manning: This is possibly quite correct, but the pilots want no statutory 
holiday and they figure this act is going to give them one, so there is a conflict 
created already.

Senator Smith (Queens-Shelburne) : Is it my understanding of the bill that 
there is provision for taking some other day in lieu of that holiday that might 
have to be worked by an air line employee, and that you would not necessarily 
have to pay that man for Dominion day, if he is in London or some other place, 
that you would choose some time when he was off work, and that would be his 
holiday. Is that not the situation?

Mr. Bolton: The difficulty would be related to what a day’s pay would be
lt is a question of pay per day. If he flies eight hours in the day, that day gives 
him eight hours’ pay. That eight hours pay depends on what equipment he 
flew, and that equipment is related to its speed, its weight, whether it is a day 
flight or a night flight. The whole wage system is related to an air hour, and 
an air hour is related to these various items or working conditions. We say 
just does not apply to the normal ground worker who punches a clock °r 
reports for work, and later on reports off work.

Senator Smith (Queens-Shelburne) : You are not talking about ground 
crews?

Mr. Bolton: No. Flight crews.
Senator Smith (Queens-Shelburne) : You use the word “ground”.
Mr. Bolton: I said it is not the same as the ground people who work ® 

40-hour week, an eight-hour day, and so on. We say that the flight pay systc 
is sufficiently difficult and complex. It is similar to that in the case of Pe°P 
operating railways. The whole basis is so different that it does not fit into t 
measures in this act.
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Mr. Manning: One of the reasons they offer, regarding statutory holidays 
or general holidays in this bill, when we had it in effect for at least 20 years 
in the air line industry, is that most of them do not want another day when 
they cannot perform any function. They want to be able to get 85 hours flying 
a month, and so maximize their earnings.

Mr. Bolton: A block holding pilot under our contract has eight guaranteed 
days off. He is not permitted to fly on those eight guaranteed days. We at one 
time offered ten. They did not want that, because this would reduce the number 
of flights on which they could increase their earnings up to the maximum of 
85 hours. In the case of the flight lieutenant group, we allowed them ten days 
clear off, believing that this compensated him, granting a day for the statutory 
holidays that related to the eight days and that fraction of the normal 40-hour 
week worker. We give them ten guaranteed days off every month. Now, grant
ing this type of understanding in the agreement, we are faced with legislation 
Which says eight guaranteed days off for this particular group, and we are 
compounding our problem.

The Chairman: But, Mr. Bolton, may I interject here? You are looking at 
this in relation to flight crews on the basis that the flight crews, for instance, 
could pick and choose and get the benefit of your agreement in this bill, and 
that in respect of things that the bill would give them that they have not under 
their agreement, they could claim those benefits. But have you looked at clause 
4 of the bill? I do not know how you can separate them into parts.

Mr. Bolton: But if you look in the agreement there is no provision for 
statutory holidays. Therefore, the legislation is better than what they have in the 
agreement.

Senator Croll: It is not in detail.
The Chairman: Section 4 says:

... but nothing in this act shall be construed as affecting any rights or 
benefits of an employee under any law, custom, contract or arrangement 
that are more favourable to him . . .

Then he enjoys those and does not take the provisions of the bill.
Senator McCutcheon: What right has he got under this type of contract 

taat is more favourable than getting eight statutory holidays?

The Chairman: He has the benefit of higher rates of pay, and regulations 
V law which stipulate hours of work which are more beneficial to him. If you 

famine the agreement against the bill I think you would have to come to the 
inclusion that the over all rates and benefits he enjoys by right rather than by 
c°ntract are much more favourable.

Senator McCutcheon: Well, I think it is a matter about which there 
undoubtedly would be argument.

The Chairman: I am not saying that my view is absolute.
Senator McCutcheon: These people are in the position where we cut right 

trough their agreement.

Senator Thorvaldson: I think the argument which you have just stated, 
r- Chairman, is a good one.

The Chairman: It may be a matter of law, the relationship between the 
lvÜ Aeronautics Act and this bill, and the position in which they are put. I do 

not know, I am not venturing any opinion at the moment.

Senator Kinley: Is there any provision for averaging of hours?
The Chairman: There is in the bill.
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Senator Kinley: You can average the time until you are below the mini
mum?

Mr. Eddie: You are speaking of ground staff, are you? As far as that is 
concerned, it depends on the bill. If we can average it over 12 consecutive 
months, that is fine. In this case, especially if it goes over from one year to the 
next, we can live with it. If we had an emergency in the last two weeks of 
December and could not carry it over to the next two weeks, possibly we could 
have a problem.

Mr. Manning: There would be considerable difficulty in keeping our opera
tion going in B.C.

The Chairman: Senator Thorvaldson?
Senator Thorvaldson: Mr. Chairman, for instance, in regard to ground 

crew, would there be any of their people generally receiving less than $1.05 
an hour in pay?

Mr. Bolton: No.
Senator Thorvaldson: Do you know of any classification in the air trans

port industry receiving less than $1.25 an hour. I am referring now to secretaries, 
stenographers, and so on.

Mr. Eddie: Possibly an office boy—we may have two employees getting 
$1.23, or thereabouts.

Senator Baird: Does that include both males and females?
Mr. Eddie: There is no difference between the two.
Senator Thorvaldson: I would like to get an answer.
Mr. Manning: The only others would be in-training personnel, such as 

stewardesses.
Senator Thorvaldson: But they are really students?
Mr. Manning: Yes.
The Chairman: I should like to point this out to you, Senator Roebuck. On 

a careful reading of clause 4 it starts off by saying, “This act applies notwith
standing any other law,” etc. and the only way of not applying them is if the 
benefits under a law are more favourable, then this act may not apply; but 
you have the answer in clause 4.

Senator Power: I understand from the witnesses generally that though they 
contend that air crews cannot possibly be brought under the provisions of this 
bill, ground crews can?

The Chairman: Yes.
Senator Power: One of them did so express himself.
The Chairman: Yes: He said one sticky point would be the matter of 

overtime in relation to ground crews.
Any other questions? Thank you Mr. Morrison.
The Chairman: The next group we are proposing to hear is the Grain 

Elevator Operators, represented by Mr. Cecil Lament, President, North-West 
Line Elevators Association, who is to my right. Sitting immediately next to 
him is Mr. W. J. Parker, President, Manitoba Wheat Pool, and representing 
also the Saskatchewan and Alberta wheat pools; Mr. George H. Sellers- 
President of Federal Grain Company and President of Alberta Pacific Grain 
Company, and Mr. A. M. Runciman, President, United Grain Company- * 
understand that Mr. Lamont is going to present the first brief.
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Mr. Cecil Lament, President, North-West Line Elevator Association: Mr. Chair
man and senators, this brief is presented on behalf of the North-West Line 
Elevator Association. Mr. W. J. Parker, President of the Manitoba Wheat 
Pool, will speak on behalf of the pool; and Mr. Runciman will speak on 
behalf of the United Grain Growers Limited.

Our brief reads:
1. INTRODUCTION:

The North-West Line Elevators Association represents the 
investor-owned section of the grain handling industry in Western 
Canada. The membership of the Association is made up of the follow
ing companies:

Searle Grain Company Limited
Pioneer Grain Company, Limited
Federal Grain Limited
Alberta Pacific Grain Limited
National Grain Company, Limited
N. M. Paterson & Sons, Limited
McCabe Grain Company, Limited
Parrish & Heimbecker, Limited
Inter-Ocean Grain Company, Limited
Ellison Milling & Elevator Company, Limited
Scottish Co-operative Wholesale Society Limited
Robin Hood Flour Mills, Limited
The Quaker Oats Company of Canada, Limited

Senator Pearson: Are there any other companies not represented here?
Mr. Lamont : These are all what are known as the privately owned 

companies. Mr. Parker is representing the pools, and Mr. Runciman is repre
senting the United Grain Growers, which is the entire grain handling ele
vator system of western Canada.

Senator Thorvaldson: But we should make it clear that Mr. Runciman 
and Mr. Parker do not represent organizations that are part of the North- 
West Line Elevators Association.

Mr. Lamont: They are going to be speaking for their own organizations.
The Chairman: They are going to make their own submissions.
Senator Thorvaldson: Yes.
Mr. Lamont: The Association appreciates the opportunity of presenting 

the views of its Member Companies to your Committee on what we believe 
to be the problems involved in the proposed Labour Bill.

Our Member Companies operate a total of 2,270 country elevators located 
throughout the Prairie Provinces. We are therefore vitally concerned in any 
Proposed legislation which will affect the efficient operation of these elevators 
ln serving the grain producers of Western Canada.

2- THE NATURE OF THE WORK PERFORMED BY COUNTRY ELEVATOR 
AGENTS:
The country elevator operator is very much of an entrepreneur in his 

Primary employment with a grain handling organization and in other activi
ties he carries on in the community. The first duty of a country elevator 
operator is to secure customers. He then receives, grades, assesses dock- 
a§e, buys, stores and loads the grain into box cars for shipment. The operator
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must maintain proper records which are demanding and detailed. For each 
load of grain received, the operator must issue a cash or storage ticket setting 
forth the grade, dockage, and weight of grain received. The task of grading 
and assessing dockage on every bushel of grain taken into the elevator 
is not an easy one. There are some 7,000 different grades of grain which 
may be delivered to an elevator, and with each delivery the operator must 
grade and weigh the grain accurately and assess dockage (weed seeds, chaff, 
dirt, etc.).

The operator must so arrange his bin space as to make the best possible 
use of the storage space available in the elevator for various types and grades 
of grain. In shipping out wheat, oats and barley, he must do so in strict 
accordance with instructions issued from time to time by the Canadian 
Wheat Board, and by his company for the non-Board grains, flax, rye and 
rapeseed. The operator must use his judgment in ordering railway box cars 
in order to make space available in his elevator for new business. He must 
also promptly load cars spotted at his elevator in order to avoid demurrage 
charges, and he must exercise judgment in loading the proper grade of grain 
into the box car.

Under regulations promulgated by the Canadian Wheat Board, the ele
vator operator, in accepting deliveries of grain from the producer, must 
strictly adhere to quotas imposed by the Board. Should he accept grain into 
the elevator in excess of the quota in effect from time to time, he is 
personally liable to a fine or imprisonment, or both. The operator has signing 
authority on behalf of his company and the grain tickets which he issues 
on his sole authority, are the equivalent of a cheque and may be cashed 
anywhere. In remote areas where there is no bank or store, he may also 
act as paying agent with money on hand to cash the grain tickets which he 
issues. It should also be noted that the signature of the operator alone 
makes a grain ticket valid, while two signatures are required on cheques 
issued in the head and branch offices of the grain company.

In exercising what we believe to be “management functions” the operator 
is left to his own resources in making the best use of his time. It should be 
emphasized that the actual management of the elevator is in the hands of 
the local operator. The elevator operator is the sole representative of, and 
spokesman for his company in his area. The good name of the company is 
entrusted to the operator in his area and upon his capabilities rests the ability 
of the company to secure business at the local point. He is in charge of a plant 
worth from $60,000 to $100,000 and of grain stocks which, when the elevator is 
full, are worth up to $500,000. The grain companies use great care in selecting 
their elevator agents as each man plays an important role in the life of the 
community. The integrity of the man must be beyond question. The Board 
of Grain Commissioners and the company require that the operator must be 
bonded, and his reputation and operating record must be such that he can 
secure and retain a licence from the Board of Grain Commissioners. He is at 
all times subject to the provisions of the Canada Grain Act and of the regulations 
promulgated under the Act by that Board.

The statutory duties imposed upon every elevator operator are of con
siderable importance. The licensed operator of the local elevator is solely 
responsible, both under his bond and to the Board of Grain Commissioners, 
for the custody of grain taken into the elevator and for the correct weighing 
of grain accepted from the producer. Should the operator have an overage 
m excess of \ of 1%, he is subject to being called before the Board of Grain 
Commissioners and having his licence cancelled unless there is a satisfactory 
explanation. For this reason it may be seen that it is impractical to operate 
an elevator in shifts. To do so would be analogous to operating a bank in shifts
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without counting the cash between shifts. Where it is possible to make the 
actual count of cash in a bank, it would be impossible to make an accurate 
estimate of the quantity and grades of grain in a country elevator each time 
an operator was relieved of his daily duties to change shifts.

The climate of western Canada makes the work of an agent seasonal in 
nature. At many times during the year conditions on the prairies are not 
conducive to the delivery of grain; at other times the farmer is fully engaged 
in other farm duties; the elevator may be full of grain with no box cars 
available for shipment out; grain in the area may all be delivered. During 
inclement harvest weather, the agent must make himself available to conduct 
moisture tests on behalf of the producer in order that the farmer may determine 
whether or not his grain is in condition to thresh without being penalized as 
tough or damp grade. It will therefore be seen that the hours of work required 
of an operator are subject to wide fluctuation. The local operator must use 
his good judgment in deciding what hours the elevator is to remain open, 
subject, of course, to Section 109 (1) of the Canada Grain Act which reads:

Except as provided in Section 108, the operator or manager of every 
licensed public country elevator shall, at all reasonable hours on each 
day upon which the elevator is open, receive all grain offered thereat for 
storage without discrimination and in the order in which it is offered, 
provided that there is in the elevator available storage accommodation 
for grain of the variety and grade of such grain and of the character 
desired by the person by whom the grain is offered.

The Chairman: Are there regulations under that section specifying what 
are the reasonable hours in which he must receive grain?

Mr. Lamont: No, there are no hours specified.
In all of these circumstances the operator exercises management function 

determining whether to be available in the elevator office or to occupy 
himself elsewhere.

For those not familiar with life in prairie towns and villages, it should be
Pointed out that the elevator operator, 
uttle call for his services at the elevator.
P°t be at the elevator. Most towns are 
farmer will have little trouble locating
furling ring, or elsewhere in the town. ____ _ „„ __ _____ ____ ...___
known to the farmers and he can be found on short notice, but not necessarily 
at his place of work.

at various periods of the year, has 
During these periods he may or may 
small and intimate enough that the 
the operator either at home, at the 
The habits of the operator are well

As may be seen, the work of the agent requires a man of a good deal 
ability. With the improvements that are taking place in agriculture today, 

t is becoming increasingly important for an agent to keep up with the latest 
P^ethods of farming. The operator is not only a businessman, but an advisor to 

ls farmer customers. He must be capable of advising his customers concerning 
ew developments in farming practice and particularly in the use of farm 

cPemicals and fertilizers.
, It is interesting to note what others have said of the qualities required 
>?r a good agent. In his book, “The Canadian Grain Trade”, page 112, D. A. 
ç acGibbon, M.A., Ph.D., a member of the Board of Grain Commissioners for 

aPada for many years, and a member of the Turgeon Royal Grain Inquiry 
PPimission, 1923-24, said of the country elevator operator:

He must have a sound knowledge of grain, sufficient education to 
calculate dockage, to weigh accurately, and to make out the records, 
and a fair amount of managerial ability. His main problem is to keep 
his house always in a position to receive and handle grain of all kinds.
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When the rush of shipments is at its height in the fall he must not let the 
elevator become clogged. This involves alertness and activity in obtaining 
cars and shipping out grain, as well as judgment in using the bins that 
are at his disposal.

The skill in grain buying is not the only talent possessed by most country 
elevator operators today. Because of the seasonal nature of the business, grain 
buyers find they have, at various times of the year, a great deal of time on their 
hands. The work-load at the country elevator at any particular time is unpre
dictable because of climatic conditions, desire of the farmer to deliver, road 
conditions, box car supply, export demand for various grain, terminal congestion 
and lake and ocean movement of grain—just to cite a few of the many factors 
involved.

The 5,000 country elevator operators naturally vary in their ambitions and 
desires to add to their income. A very large number of them find that the 
nature of their employment makes it possible for them to use their free time 
to take on additional work, and this has been the custom over the years. In 
addition to their primary employment, many act as agents for insurance in all 
its forms; they act as agents for oil companies; they act as agents for the 
sale, on a commercial basis, of flour, coal, chemicals, fertilizers, twine, farm 
supplies and farm machinery. As a result of these other occupational pursuits, 
a considerable portion of the outside earnings of operators comes to them on 
a commission basis, and many elevator operators in their work with grain com
panies are remunerated on the basis of a basic salary plus a bonus on volume 
of grain handled. Others have interested themselves in politics and have become 
members of Parliament and of the Senate. A great many are leaders in their 
community and occupy seats on the local municipal bodies. Some engage in 
farming on their own account.

Far from encroaching upon the services offered to farmers, the granting 
of permission to elevator operators to engage in outside activities has allowed 
the elevator companies to recruit into their employment, men of superior 
ability and intelligence. It will thus be seen that it is ludicrous for legislation 
to be imposed upon this class of individual who because of the nature of his 
primary employment has every opportunity and desire for taking on additional 
work to supplement his income.

3. THE PROBLEM

Grain handling companies were greatly concerned when they learned 
the provisions of Bill C.-126. It should be clearly understood that our member 
companies were not concerned with the provisions of the act dealing wit*1 
minimum wages, annual vacations and general holidays. The standards in the 
industry covering these matters are well above the benefits called for under this 
legislation. However, the provisions of the Bill covering hours of work sXe 
completely unrealistic from the viewpoint of operating country elevators 
throughout western Canada. We believe we have made clear that the work 0 
a country agent is essential to his farmer-customers, and although he 
work ten to twelve hours during short periods of the year, there are other tiiue 
when he is almost entirely free of duties. This is not an occupation whic 
is suited to the punching of a time clock. This is not an occupation which 1 
conducive to regulation of hours of work to so many hours each day. With u® 
continuous supervision, the only time-keeper would be the agent himself. 
elevator operator is in effect a servant of his farmer-customers, and he ^ 
adapt himself to the needs of these customers. No one has suggested that hou1 
of work for farmers across western Canada should be limited, and it is equal ^ 
unrealistic to ask that the men who service the needs of farmers regul3
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"their hours into neat, convenient packages of eight hours per day unrelated 
to customer requirements. On many occasions throughout the year, there is no 
need for the agent to be at the elevator more than one or two hours per day. 
To have him sit idly in a country elevator for eight hours per day throughout 
the year would be wasteful. However, to impose upon this same elevator 
operator a restriction of eight hours of work during a time when his farmer- 
customers are hauling grain to market, would also be wasteful and inefficient. 
It may well be the case that an elevator operator works ten to twelve hours 
a day during these times, but he does so with full knowledge that his work is 
essential, and the time will soon come when he will have a period of time when 
business is slack.

The provisions covering hours of work which are included in Part I 
of Bill C.-126 are, we submit, unrealistic and if imposed on the operations of 
country elevator agents would lead to serious inefficiencies in the grain handling 
business. Let us cite an example of such inefficiency. Railway cars are often 
spotted at elevator points throughout western Canada to be loaded by the 
elevator agent. The train will often move back down the line on the following 
day to pick up cars that have been loaded. Under the provisions of the Canada 
Grain Act, it is incumbent upon the agent to attend to the loading of the cars. 
Section 71 of the Canada Grain Act reads in part:

(1) Every pers'on who receives notice of the placing of a car pursuant 
to any application shall, within three hours thereafter, give notice 
to the railway agent of his ability and intention to load such car.

(2) The loading of every car placed pursuant to an application shall 
be commenced within twenty-four hours after the giving of notice 
of ability and intention to load the same, and such loading shall, 
in the months of September, October and November in each year, be 
completed within twenty-four hours, and at any other time within 
forty-eight hours, after the giving of such notice.

(3) Where, after any car has been placed in accordance with any 
application, notice of ability and intention to load the same has not 
been given, or the loading thereof has not commenced within 
the times hereinbefore limited, the application shall be cancelled and 
shall be marked accordingly with the date of the cancellation and 
the initials of the railway agent.

The elevator agent under such stress, must work long hours to get the 
cars ready in order that he may meet the schedule of the railways. If he is 
confined to the 48-hour work-week proposed in the bill, Canada’s export 
Movement of wheat must suffer. We need not tell a committee such as this, of 
the great value that the sale of huge quantities of grain has been to this country 
0ver the last two years. We submit that this tremendous movement of grain 
could not have been accomplished if our elevator operations had been hampered 
cy limitation of the work-week to 48 hours when the movement was at its 
Peak. The railways also would be forced into uneconomic operations by having 
°°x cars tied up for a longer period than is absolutely necessary.

We believe that at least in part, these difficulties have been realized. Offi- 
C1als of the Department of Labour have indicated that by using the averaging 
Provisions of the Act, the difficulties of the trade can be overcome. We have 
^o doubt that the ordinary elevator agent does not work over 2,000 hours in 
toe year, but we know the great difficulties involved in having his hours 
recorded. As has been said previously the occupation of an elevator agent does 
P°t lend itself to punching a clock, or keeping track of the number of hours 
°n the job. The typical elevator agent has more than one job, and he may have
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many agency functions. The multiplicity of commission and agency functions 
carried on by the elevator operator makes the definition of hours served in his 
various capacities difficult if not impossible to allocate. Many of his extra-curri
cular functions are carried on at the elevator office. We therefore must report 
as unworkable the provisions for averaging.

The provisions of section 51 have also been brought to our attention and 
the possibility raised that the trade could gain up to 18 months exemption. It 
is apparent that section 51 was incorporated into the Bill for the provision of 
industries which would take an extended period of time to adjust to the restric
tions of the bill. This section may be of assistance to such industries, but it 
must be realized that our difficulties would not be phased out over a period of 
months. The difficulties we would have, the inefficiencies which would be in
corporated into our business if we were subjected to this legislation could not 
be made to disappear in 18 months. They would be as real and significant then 
as they are today. We require exemption from the bill. A postponement of the 
date will not meet our problem. Quite apart from the ineffectiveness of this 
limited “opting” out of the provisions of the bill, our member companies feel it 
is entirely unsatisfactory to be governed by regulations made under the bill, 
rather than to have the required relief in the substance of the bill. We are not 
looking for exemption by means of circuitous dealings. We seek to have the 
problems of the trade recognized and an exemption granted because applica
tion of the bill would cause inefficiencies and hardship to both employers and 
employees and to the farming community.

We submit that upon an analysis of the duties carried out by elevator 
agents, these people should qualify as individuals carrying out management 
functions. As such, elevator agents would be exempted under the bill, as section 
3 (3) states the bill does not apply

“in respect of employees who are
(a) managers or superintendents or who exercise management 

functions,”

The difficulty in such a position comes from the sections of the Canada 
Grain Act, section 2, sub-section (17), which states:

‘manager’ when used with respect to an elevator, means the person in 
possession of the premises constituting such elevator, either as owner or 
lessee thereof or as being entitled under a contract with the owner or 
lessee to operate such elevator for his own benefit and advantage, but 
does not include a person in charge of an elevator who is remunerated 
for his services by commission; 

and section 2, sub-section (20) states:
‘operator’, when used with respect to an elevator means any person 
appointed or authorized by the manager of such elevator to take charge 
of the operation thereof, or to represent him in connection with its 
operation;

These particular sections of the Canada Grain Act were inserted many 
years ago at a time when a great many of the country elevators operated in 
Western Canada were owned and operated as single units by individuals- 
However, even though this situation no longer exists today, the fact that these 
definitions remain in the Canada Grain Act will, we fear, raise difficulties in 
having elevator agents ruled as managers or individuals exercising managerial 
functions.
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The Chairman: It occurs to me that in the event of any conflict here the 
Grain Act could be amended, or this act could provide for the exclusion of the 
definition of a manager in the Grain Act from application here. Or it may be that 
there is no necessity for saying that because somebody is described as a manager 
who performs certain functions under the Grain Act, that is the meaning to be 
attached to “manager” used in this bill. They may be two entirely different 
categories.

Mr. Lamont: There has been considerable reluctance in recent years to 
bring the Canada Grain Act up for amendment. That might take longer than 
making the simple amendment we suggest in the next page.

The Chairman: It may be that you do not need the amendment. The man
ager under this bill may not be the same person as the manager under the 
Grain Act.

Senator Lambert: May I ask if individual elevator operators are subject to 
licencing?

Mr. Lamont: Yes, by the Board of Grain Commissioners.
Senator Lambert: Their responsibility is complete and plenary there. Have 

the Canada Grain Commissioners any responsibility there?
Mr. Lamont: The, agent is employed by the company, and is bonded by the 

company which bond is also required by the Board of Grain Commissioners. 
He must have his licence from the commissioners.

Senator Lambert: The company will be responsible to the Board of Grain 
Commissioners in the same way as the agent is?

Mr. Lamont: If the agent has excessive overage, that is in excess of one 
quarter of 1 per cent, he is subject to appearance before the Board of Grain 
Commissioners and having his licence cancelled by them and then he would no 
longer be able to work in the trade.

Senator Lambert: Is there any information you can give us about the aver
age remuneration?

Senator Thorvaldson: Mr. Lamont is just about through with the brief. 
I wonder if we could let him finish and have the questions afterwards please.

The Chairman: Of course. I am sorry—I started that.
Mr. Lamont: While on the facts of the situation there is no question that 

the elevator operator could be included in Clause 3 of Bill C-126, as one who 
hoes in fact “exercise managerial functions”, this interpretation could always be 
subjected to attack in the Courts in face of the interpretative provisions of the 
Canada Grain Act.

We therefore feel that an amendment to Bill C-126 is necessary to remove 
uny ambiguity in this matter and to clearly define the status of country elevator 
operators. This could be done by adding the following words to Section 3, Sub
section (3) (a) after the word “functions”

including managers and/or operators of country grain elevators as speci
fied in the Canada Grain Act.

We submit that only by this means can the trade be properly protected from 
the provisions of the Act which are not compatible with the efficient operation 
°f the country elevator system in Western Canada.

Mr. George Heffelfinger is president of the National Grain Company. He 
is here and perhaps he could answer the questions Senator Lambert asked in 
regard to salaries.
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Mr. G. Heffeliinger, President National Grain Company Limited: You were 
asking the average salary of elevator men. I think it would vary somewhat from 
company to company, but I think the average would be roughly $300 a month 
in salary. He might also have a further $100 a month by way of bonus, com
mission on sales of fertilizers, farm supplies, etc.

Senator McCutcheon: You pay a commission in addition?
Mr. Heffelfinger: This is the commission I am referring to—$100 a month 

which would be commission on sales of farm supplies and fertilizers, as well as 
the bonus at the end of the year for a good efficient operator.

Mr. LaIvtont : He would have additional remuneration from other functions 
carried out in the community.

Senator Kinley: I notice in your submission you avoided the word “super
intendent”—did you do that on purpose? This reads

(3) This Act does not apply to or in respect of employees who are 
(a) managers or superintendents or who exercise management func

tions,—
Would it matter if you said “managers or superintendents” ?

Mr. Lamont: Well, you see, we also operate terminal elevators. But we 
are not asking here for the terminals. We are asking here for the operators 
agents. We are not, for example, asking for exemption for pulpers. We are 
asking for the men responsible for, perhaps, half a million dollars worth of 
grain. He is responsible for grading, quantity and condition of the grain.

Senator Kinley: But you stress the function of your managers all through 
the brief, and it looks from what you say that he would be exempted. But 
then to come to the question of superintendents, are they a grade below that 
of your organization?

Mr. George H. Sellers, President, Federal Grain Company, and President, 
Alberta Pacific Grain Company: Could I answer this question? I think most 
of the companies are similar to mine in that we employ what we call a travel
ling superintendent for roughly every 20 grain elevators. He is a man who 
travels and breaks in new agents, who audits and weighs and checks the 
houses and conducts a supervisory activity. He may only visit each of the 
houses on an average of once a month or two, or sometimes longer. We em
ploy that man with the designation of superintendent. Then we have what we 
call a division superintendent, covering perhaps, 100 elevators.

The Chairman: You mentioned that the managers of the elevators would 
get $300 a month plus making an average of $100 a month on commission. Is 
the $300 a month salary or commission?

Mr. Heffelfinger: It is salary.
The Chairman: I notice that under the definitions in the Grain Act the 

word “manager” does not include a person in charge of an elevator who is 
remunerated for his services by commission. So if he is paid by salary he would 
not run against that prohibition, he would still be a manager.

Mr. Heffelfinger: The word “commission” refers normally to a subsidiary 
activity such as farm supplies through an elevator.

The Chairman: What makes you say that?
Mr. Heffelfinger: This particular activity is not covered in the Canada 

rain Act and is something of a fairly recent nature. He carries on a grain 
usiness on a salary. He may receive a bonus on the grain business, which yon

P118,t the Srain bonus, because frequently it is calculated on the bushels 
ne handles a year.
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The Chairman: Is he in charge of the elevator and does he receive a 
salary for being in charge of the elevator?

Mr. Heffelfinger: Yes.
Senator Lambert: That bonus depends on whether he has an overage or 

a shortage, I expect.
Mr. Lamont : It is based on the volume he handles.
Senator Lambert: I would like to disagree at one point. I think a state

ment was made that one of the responsibilities of the operator is to determine 
the grade of the grain that comes in. That is something which refers to the 
inspection that is given to it by the official inspectors in Winnipeg.

Mr. Lamont: If he accepts grain from a farmer and grades it No. 2 
Northern, he must pay the farmer No. 2 Northern, but if when the grain is 
shipped out it grades No. 3 Northern the company takes the loss.

Senator Lambert: The company very often appeals to the Inspection 
Department.

Mr. Lamont: That is the old subject of grain and dockage. You send the 
grain in for inspection in Winnipeg and it is put in a sealed canister and the 
company must accept the grade set by the Inspection Department.

Senator Lambert: Therefore, the authority of the grain elevator operator 
18 subject to the limitation of the supervisory inspection department.

Mr. Sellers: There would be far less than 5 per cent of the grain that is 
handled which would be handled in that way today. Indeed, there would be a 
minimal fraction of grain that would be handled in that way today. A farmer 
brings in a load and he may go to the AP or if he does not like that he may go 
hext door to the pool and in that way may protect himself against being 
Undergraded. The reverse is more likely to happen, as the agent is more likely 
to get the grain to overgrade rather than the reverse.

Senator Roebuck: What happens if there is an upgrading? You have told 
Us what happens if it is downgraded.

Mr. Lamont: If the grain is taken at No. 3 Northern and it grades to 
No. 2 Northern, the company would gain, but I think you will find that is not 
y*sual. Mr. Parker, the President of the Manitoba Wheat Pool, who appeared 
before the Agricultural Committee a few years ago, submitted records to show 
a loss in grading.

Senator Roebuck: But in the individual case the farmer does not benefit 
by the upgrading?

Mr. Lamont: No.
Senator Hugessen: This brief comes down to a question of law, as to 

hether it is really necessary or not—in other words, as to whether the bill 
as h stands, in its definition of management, or superintendents, or people who 
exercise management posts, is affected in any way by definitions in the Canada 
p£am Act. I refer to section 4 of the bill—which you referred to also, Mr. 

hairman—which says:
This act applies notwithstanding any other law . . . 

ihink it stands entirely by itself. It refers to a manager or a superintendent 
r a Person exercising management functions. I do not think we need look into 

/by other act. Our Law Clerk might look into that during luncheon, to tell us 
hether he thinks the amendment suggested in this brief is really necessary.

e- Senator Lambert: May I ask if this includes the operation of a terminal 
evator, or is it only the country elevator?

Nlr. Lamont: It is only the country elevator.
The committee adjourned at 1.00 p.m. until 2.15 p.m.
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Upon resuming at 2.15 p.m.
The Chairman: Call the meeting to order. We now have Mr. W. J. Parker, 

President of the Manitoba Wheat Pool, representing the Saskatchewan and 
Alberta Wheat Pools.

Mr. W. J. Parker, President, Manitoba Wheat Pool: Mr. Chairman and honour
able senators, I do not have a prepared statement, so obviously what I say 
will be somewhat shorter than a prepared script. I am appearing on behalf of 
the wheat pools at the request of the presidents of the two pools, neither of 
whom was able to attend on this occasion, and they asked me to do it for 
them. I know I speak with their consent, because we have discussed matters 
at length and have collectively spoken to the Minister of Labour in connection 
with the contents of the bill.

My submissions will be under three main headings. The first, Manager or 
Management Function. These elevator agents, commonly called agents by one 
elevator company, were traditionally called managers. We suggest respectfully 
to you that they are managers that manage and exercise management functions 
in respect to the handling of grain. As Mr. Lament pointed out this morning, 
they receive up to $300,000 to $500,000 worth of grain and pay by cash ticket, 
which is acceptable anywhere, and there is only one signature on the ticket.

Secondly, they are responsible for the weighing of the grain and the grading 
and for the dockage. As Mr. Lamont pointed out, rarely does an individual 
farmer send in grain for grading by a Government inspector. That is a right to 
them, and not exercised to the extent it was 40 years ago, but the right is still 
there, sir.

Senator Pearson: Does that apply to barley also?
Mr. Parker: Barley is bought on sample. These agents are managers, as I 

wish to call them. They are licensed by the Board of Grain Commissioners under 
the Canadian Grain Act, and they must stand on their own feet before that 
tribunal if their overage is in excess of one-quarter of one per cent. No general 
manager of a company can defend them. They might make excuses and explain 
before the board why they found themselves in this position, but the board 
may cancel their licence, because they must stand on their own feet. We can 
go in and try to explain why a man has put himself in that position, but that 
does not excuse him—he is solely responsible. Secondly, he is responsible to the 
company if he has a grain shortage, and he is responsible for the grades.

Now, as Conductor McKichan has pointed out, and as Mr. Lamont said this 
morning in his script, I would point out that when Conductor McKichan wrote 
that, not many elevator companies were handling farm supplies. This has been 
going on in the United States for the past 30 years, and within the last ten or 
15 years has become more prevalent in western Canada in the pools, amongst 
grain growers as well as the North West Line, who are all in the farm business 
now.

In the majority of instances these elevator agents were paid a flat 01 
stipulated salary, plus unstipulated bonuses, or whatever you care to call it, 
the end of the year, depending on the results and the volume handled. In ajj 
instances they are also paid a commission on the approximate tonnage they sel 
of wheaticides or other pesticides they may sell on behalf of the company.

Our own company handles various other kinds of farm supplies, even t0 
machinery, but the agents are all paid commissions relative to the amount °r 
particular units of the particular supplies they sell.

A question was asked this morning about the salaries and wages, which rU.^ 
roughly to about $300 a month in the Manitoba pools. The average salary 1 

a mont*L At the top, there are a few at $415 a month, or alm°s 
?> , 00 a year. One collected $800 for seed commission, and $1,200 commissi0
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on fertilizers, and other things, plus $600 for selling hail insurance. He had a 
gross take of approximately $8,000.

Senator Isnor: When does he make these sales, in his spare time?
Mr. Parker: All through the year.
Senator Isnor: During the working day?
Mr. Parker: During the day, during the evening, early in the morning; but 

usually during the day. He takes fertilizer orders in the winter time, because 
fertilizer is usually bought in January, February, March, and in the fall. 
However, pesticides and wheaticides are bought at the time, because they don’t 
know exactly when grasshoppers are coming, and they want the poison that 
night.

The Chairman : Mr. Parker, while on this particular subject of the func
tions of managers, I should like to read the opinion of our Law Clerk, who was 
asked for an opinion on this point:

In my opinion, country elevator operators, on the basis of the able 
and comprehensive description given as to the nature of their work, are 
excluded from the operation of the Bill by reason of the words in sub
clause (3) of clause 3, “or who exercise management functions”. I 
believe that these words in themselves would operate to exclude such 
operators and that any restricting definitions given in the Canada Grain 
Act, for the purposes of that Act, would not govern in the interpretation 
of the words quoted. In my opinion, it is a clear case for the application 
of the literal canon of construction, namely that statutory words are 
constructed in their ordinary, grammatical sense.

Moreover, as pointed out by Senator Hugessen, the introductory 
words of sub-clause (1) of clause 4 recite, inter alia, that “This Act 
applies notwithstanding any other law”.

In the light of the foregoing, in my opinion, country elevator 
operators are excluded from the operation of the Act.

(signed) E. Russell Hopkins
Law Clerk and Parliamentary Counsel.

Senator Thorvaldson: That, of course, is only a legal opinion which might 
be reversed by a court.

The Chairman: Any legal opinion may be reversed by the court. However, 
'•bis bolsters the presentation you are making, Mr. Parker?

Mr. Parker: Yes.
Senator Thorvaldson: It does not affect the argument that if we can make 

'be language just as clear by a simple amendment it might be a good thing to 
bo so.

The Chairman: It may be the opinion of some or a great many of us that 
be language is there.

Mr. Sellers: Mr. Chairman, I do not mean to interrupt, but I think the 
reason we are here is that our counsel reflects more or less what that statement 

however, it was left clearly before us that it was a difficult legal question 
bat could lead to controversy and it was wise and important to clarify it to be 

SUre at this time.
Mr. Parker: In answer to the legal opinion you have read, Mr. Chairman, 

Qre Would be gravely concerned whether it would be so interpreted by the courts 
of t*0^’ because as I understand it, that is not the opinion of the Department 

, labour or its Minister, since we have had more than one meeting with them 
°ut this matter, and the answer was that there were, subject to restricted

21840—3
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hours, the other terms of the act, or whose opinion prevails. We would be 
happy, sir, and gentlemen, that it might be so stated in the act so that it would 
not be necessary for us to go to court to determine what is the answer. This 
concerns us a great deal, because we are not satisfied with the terms of the act, 
if the interpretation is that the hours of labour are restricted according to the 
act. With respect to holidays with pay, with respect to payment for services 
rendered, we are so far above the minimum that we are not in the same class 
at all.

This is dated September 3, and has been handed to me by Mr. Lamont. 
He quotes from a letter from the honourable minister:

I am convinced that this lengthy list of duties and responsibilities 
clearly indicates that some of the elevator operators exercise management 
functions and, therefore, the provisions of Bill C-126 would not apply 
to them.

That is the quote from the minister’s letter. All the elevator operators are 
privileged to exercise the same function.

Mr. Lamont goes on in his letter addressed to the Honourable Mr. 
MacEachen:

We were somewhat at a loss to understand the underlying qualifica
tion “some of the elevator operators” contained in your observation. We 
would respectfully suggest that the duties and responsibilities are applica
ble to all country elevator operators.

We do not divide between them. These people are free to go out and make 
money if they want to work. We do not want them restricted; we do not want 
them tied down. I am speaking now for the Manitoba pool particularly. We have 
never yet from any one agent had criticism of hours. These agents are public 
relations people on the small community. Some of them have 30 or 40 customers. 
I have one that has 600 customers. He is a public relations man to every member 
of his community, no matter what their language, no matter what their ethnic 
background may be. Many agents are leaders in 4-H clubs and in curling rinks 
and are part and parcel of the community, and farmers are not asking them to 
work as hard as the farmers work, but there are times when you cannot operate 
an eight-hour day or a 40-hour week if you are going to handle grain in the 
way in which we do in western Canada. If you are interested in moving it as 
economically as possible you should not impose governmental restrictions that 
tend to make it less efficient than people can do it themselves in the competitive 
grouping we have in Canada.

I think this is one of the first times I and the pools have been in complete 
sympathy with the North-West Line Elevator operators, and I can agree 
wholeheartedly with the representations made by them and by Mr. Lamont 
and the answers given to questions. This is a free enterprise proposition—

Senator Smith (Queens-Shelburne) : Just in order to make the point clear, 
when you are making this statement you have now been making, are you only 
referring to operators of elevators or to all the people who work for them?

Mr. Parker: The country elevator operators only.
Senator Smith (Queens-Shelburne): Do I understand you have just said 

the minister and the department have told you they come under the bill like 
anyone else and they are going to enforce them as though they were not 
managers?

Mr. Parker: This is exactly what we were told.
The Chairman: The letter does not read that way.
Mr. Parker: But Mr. MacEachen’s letter says that some elevator operator5 

would be exercising management functions, but the others exercise all the
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management functions except they may not be selling farm supplies. This is up 
to the individual, whether he wants to exercise himself or sit on his fanny and 
collect the money.

This is a free enterprise proposition, and we do not want them restricted 
so they cannot exercise to the full their ability to operate efficiently, which 
would entitle them to bonuses by way of increased selling and promotions. The 
only reason he is selling is because he can get it a little cheaper to the farmer 
than through ordinary terms of trade.

The Chairman: In relation to these extracurricular activities, these men 
may not be employees of elevators at all?

Mr. Parker: You ask somebody to keep time. As Mr. Sellers pointed out 
this morning, your travelling superintendent, who is the only person directly 
over them, may visit them once in a month or every two weeks or once in 
three months. Otherwise he is on his own. The travelling superintendent is 
there to help him if he has any trouble. How much work they generate for 
themselves is entirely up to them.

The Chairman: You are missing my point. You have a manager of a grain 
elevator. He performs those functions we were told about this morning, and 
the opinion we have in relation to those functions that he performs is that he 
is performing duties of management and, therefore, is exempt from the provi
sions of the bill. Now you are saying there are other things that he does. In 
relation to those other things he may not be in the employee category at all, 
and, therefore, we are not concerned about him in that capacity in relation to 
the bill at all.

Senator Pearson: I would submit even though they are on a straight salary 
basis they are performing the managerial function. No matter whether they are 
salaried staff or on a commission basis, they are still working as a manager.

Senator Smith (Queens-Shelburne) : If that is so, the act does not apply 
to them.

Mr. Parker: All we are asking is that somebody make it very clear in the 
act that they exercise management functions, and then we are satisfied.

Senator Croll: Isn’t our function to make law and not to interpret it? Let 
us deal with the section.

The Chairman: We have gone, I think, as far as we can in indicating a 
viewpoint on the scope.

Senator Roebuck: Mr. Parker has asked us, as a matter of fact, to find 
that these men are in a managerial position. I, for one, know nothing about 

except what I have been told by Mr. Parker, and he says they are in a 
Managerial position. It is certainly not our function to find a question of fact.

The Chairman: Certainly, if they are in a managerial position they are 
out.

Senator Croll: And our law clerk tells us so.
Mr. Lamont : We would like to see the law clerk tell the department so.
Senator Croll: Nobody tells the department anything.
Mr. Lamont: The law should make it clear just what these men are.
The Chairman: The law is clear, that if you are performing management 

Auctions you are a manager. The question we are not in a position to decide— 
and we would have to set up a board of inquiry to hear evidence and arrive 

conclusions of fact on—is whether in all the circumstances, based on that 
^vidence, he is performing managerial services or not. The statute is clear as 
0 who is a manager.

Senator Roebuck: That is not our function to decide.
21840—31
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Senator Thorvaldson: Nevertheless, we have a question of fact as to 
whether these men would be deemed to be managers, and if the Department 
of Labour said, as they have presumably said, “No, we do not believe these men 
are excluded.” And the minister stays, “Well, some of them may be excluded” 
—where do these people stand then? It is a simple thing to adopt an amend
ment to clarify the position.

The Chairman: If you say that a person who performs management func
tions is not under the act, will you amend that so as to make it abundantly 
clear that what you say is they are not under it?

Senator Thorvaldson: That is all I want to do.
The Chairman: Yes, but what language would you use? Frankly, I do not 

know of any.
Senator Thorvaldson: The language they have suggested.
The Chairman: I do not think that covers it.
Senator Thorvaldson: They suggest that after the word “functions” in 

section 3(a) that you add, “including managers and/or operators of country 
grain elevators as specified in the Canada Grain Act.”

We have said we agree with that position. Certainly, there is doubt as to 
the law on it. So all these people are saying is: Why not make it abundantly 
clear by the addition of those extra words?

Senator Croll: If I heard the gentleman there correctly—and I do not know 
his name—

The Chairman: Mr. Sellers.
Senator Croll: Yes, Mr. Sellers, he said that their legal authority agreed 

with our legal authority. That should make it doubly clear now.
Senator Thorvaldson: Let us clarify that point. I think we ought to hear 

from Mr. Sellers again.
Mr. Sellers: I said that the reason we are her eand taking up your time 

is not because we did not have something else to do, but because coupled with 
what he said this was a controversial point and one that could come into the 
courts of law, and it was wrong, and that if something was not done to clarify 
what is meant now, based on the wording of the Canada Grain Act, evolved 
many years ago, before country managers were dealing with fertilizers and 
chemicals and many other things they are now—

Senator Isnor: I understand the minister is going to appear before this 
committee.

The Chairman: Yes, I might as well tell you at this time that if we are 
ready for the minister at 5 o’clock he would be available at that time. So, if we 
conclude all the work we have to do before 5 o’clock we could adjourn until 5 
to hear him. If we do not hear him today he will not be available until tomorrow 
afternoon at 2 o’clock.

Senator Isnor: I raise that question because we now have an interpretation 
from our own Law Clerk, and we have heard from those who have appeared 
before us today. Surely, Mr. Chairman, when you advise the minister of the 
two points of view he will be able to advise you of what the Department’8 
view is.

The Chairman: Oh, yes. I think we have gone as far as we can on the 
subject at the present moment. Are there any questions that members of the 
committee wish to ask Mr. Parker?

Senator Kinley: What you are really concerned about is the number 
hours, and the overtime.
R Parker: No> we Pay overtime at the Lakehead, at the terminal ther6'

u ’ ese Pe°ple I am speaking of in the country elevators determine them'
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selves what hours they work. The minister was asked: “When the elevator 
operator opens the door of the elevator is he on duty?” The answer was: Yes. 
He may open his elevator and then go to the coffee shop, or down to the curling 
rink for an hour or two.

Senator Kinley: It seems to me, Mr. Chairman, that the objections are 
not to the minimum wage but to overtime, and not to overtime in itself but to 
the restriction on overtime to 8 hours a week. This is a rather serious thing. 
There are many others who are disturbed about that feature of it.

The Chairman: Of course, if your duties are such that you cannot—
Senator Kinley: Yes, I know about that.
Mr. Parker: I have a letter here from Mr. Gibbings, the President of the 

Saskatchewan Wheat Pool that is addressed to the minister.
Senator Kinley: Have you union organization in your pool?
Mr. Parker: Yes, at the Lakehead.
Senator Kinley: It is not a co-operative?
Mr. Parker: Yes, the pools are co-operatives.
Senator Kinley: Then, they would not be subject to union control.
Mr. Parker: Well—
The Chairman: Do not let us enlarge the area of discussion. I think we 

should stay with the provisions of the bill.
Mr. Parker: In the Saskatchewan Legislature in 1958 or 1959 there was 

Passed the Work Act—I have forgotten the exact name of the act, but it is 
immaterial—in which the work week is determined at 44 hours, and an 8-hour 
day. Then the act goes on to make provision for certain exclusions, and the first 
exclusion is country elevators. The very first exclusion in the Saskatchewan Act 
is country elevator operators. They are not subject to the terms of the legisla
tion in the province of Saskatchewan relative to hours of work. There is a 
humber of exclusions to that act, and the first one is country elevator operators. 
That act was passed in 1958 or 1959, and certainly Mr. Douglas is sympathetic 
towards labour.

Senator Thorvaldson: If that is the case they could not have been so sure 
that the courts would hold that these would be management functions.

The Chairman: Either that, or they could have been so sure that they 
decided—

Senator Thorvaldson: They were as sure as Mr. Hopkins seems to be sure 
that they are excluded. They excluded them at that time because there was a
doubt.

The Chairman: Senator, we cannot discuss the procedures under the 
Saskatchewan legislation, which is not before us, or be actuated into doing what 
they did. We have to take this bill as it is before us.

Senator Thorvaldson: That does not prevent my saying what I have
said.

The Chairman: It does not prevent you from saying what is pertinent.
Senator Aseltine : Did Mr. Gibbings agree with you, Mr. Parker?
Mr. Parker: Yes, he did. I have a letter from Mr. Gibbings in which he 

refers to the flexibility that the minister has introduced into the act, and he 
^Mies the point that the fact that the minister has introduced flexibility 
lndicates he has some doubts about making it work down the line. We do

think this idea of averaging has the remotest possibility of working in 
inspect of country elevators. We think it is completely useless, but the minister 
°es not agree with us at all.
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Senator Smith (Queens-Shelburne) : Have you had a chance of talking 
to the men who work for the operators?

Mr. Parker: I am talking now of what we call the managers. They hire 
and fire their helpers who are trainees. When the trainees are trained suf
ficiently they then become competent to take over an elevator on their own. 
But, these managers of country elevators hire and fire, and they have a lot 
of responsibility. I am just labouring the point, Mr. Chairman.

Mr. Lamont: I should like to point out that we are not seeking exemption 
from the act for the helper. What we have said concerns only the operators.

Senator Roebuck: Are there certain hours that the elevator is supposed 
to be open? Do you open them at a certain hour in the morning, and close 
them at a certain hour in the afternoon?

Mr. Parker: This will depend upon the season of the year. If it is in 
the harvest season and it happens to be a dry morning with not much dew 
a farmer may want to deliver at 7 o’clock. However, during the greater part 
of the year the elevators do not open before 8 o’clock. There is no specific 
hour, but 8 o’clock is generally the hour they open. Then they are closed 
for an hour at noon, opened again at one o’clock, and then they are closed 
at 5 or 6, but it is entirely up to the operator. Does that answer your question, 
senator?

Senator Roebuck: Yes, thank you.
The Chairman: Then, if Mr. Parker is finished we shall hear from Mr. 

Runciman.

Mr. A. M. Runciman, President, United Grain Growers Limited: Mr. Chairman 
and members of the committee, as President of United Grain Growers Limited 
I wish to thank you for an opportunity to discuss one aspect of the bill before 
you for enactment of the Canada Labour (Standards) Code. Members of your 
committee from western Canada will know of our company. It is owned by 
prairie farmers and operates 769 country elevators in the prairie provinces. 
These structures, together with facilities at the Lakehead and at the Pacific 
Coast, have a total capacity of 70 million bushels.

Mr. Chairman, a good deal of what I have to say today will be a repetition 
of previous presentations, and it is also an endorsation of them. I am a little 
disturbed about the unanimity that seems to run through the ranks of all of 
us from western Canada.

Our representations today will be confined to one fact only. The provisions 
of Part I of the bill, in reference to hours of work, cannot be applied to the 
agents who operate country elevators without seriously impeding the handling 
and marketing of western Canada’s grain. The country elevator agent’s work 
is of an intermittent nature. During certain periods of the year, to suit the 
needs of his farmer customers, he must be prepared to receive deliveries of 
grain at a fairly early hour in the morning and also well on into the evening- 
Thus, nominally he has a long work day although the periods of activity may 
be separated by intervals of rest or of absence from business premises. But, 
since he must be available when required, it may be that the whole period 
from the earliest delivery in the morning until the latest in the evening could 
be regarded as hours of work. That is especially so since the Canada Grain 
Act requires that on each day upon which an elevator is open it shall, at all 
reasonable hours, receive all grain offered.

This problem cannot be solved by temporarily replacing the agent with 
a substitute. He has charge of the grain in the elevator, and is responsible f°r 
its quantity, grade and condition. That responsibility cannot be transferred from 
one man to another without a weigh-up of a quantity of grain which may he 
worth anything up to $200,000. The need for a weigh-up corresponds with the
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need for counting the contents of a cash box when it is transferred from one 
custodian to another.

Nothing we have to say runs counter to the principles of the bill which 
have been generally accepted. We do not believe that at any time there has 
been an intention to bring the operators of country elevators within the scope 
of the hours of work provision. However the provisions which might exclude 
them do not do so to the extent that may have been intended.

There is, for example, the provision for averaging overtime for a period 
of weeks. That is unavailing since we have no means for recording, or even 
for designating the actual hours worked by the operator of a country elevator. 
We cannot be sure in advance when the peak months of activity will occur. 
These may be October and July, as has been the case at most points during 
recent years. But changes may take place, caused by world market conditions 
or by local weather conditions.

Paragraph (a) of subsection 3 of section 3 exempts from application of the 
Code managers or those who exercise management functions. At first sight this 
may appear to cover the elevator agent who is in sole and complete charge of 
business premises, who is the custodian of valuable assets, who has power to 
disburse the company’s funds and who might be given the title of manager had 
not the practice grown up of giving him another title. But no one could be sure 
that this proviso would be interpreted as applying to the elevator agent unless 
the intent of the Act were clearly spelled out by adding a phrase “including 
operators of country elevators” after the words “who exercise management 
functions”.

I think this ties in closely with some of the previous discussions we have 
heard, and is included in this presentation because of some of the discussions 
We had with the minister.

While such amendment would eliminate the difficulties described, the 
problem could be met by a more limited amendment which would apply only 
to Part 1 of the Canada Labour (Standards) Code. It would read as follows:

This part does not apply to or in respect of an employee who is in 
charge of and is responsible for the care, custody and control of any 
work or undertaking or an integral part thereof declared by the Parlia
ment of Canada to be for the general advantage of Canada.

Country elevators have been so declared in the Canada Grain Act.
We suggest that particular wording believing that those considering the 

bill might prefer an indirect instead of a direct reference to the elevator oper- 
ator. However, if any classes of employees are to be named directly as excluded 
from the operation of the Code or of Part 1 it would be appropriate also to 
hame operators of country elevators.

If the legislation should not be so amended we feel assured that country 
olevated operators would be exempted from its operation for a period of 18 
Months by order of the Minister under subsection (1) of section 51. At the 
end of that period, however, the problem would re-emerge. It is true that 
Under subsection (2) of section 51 provision is made for suspending Part 1

a longer period than 18 months by Order in Council. But that subsection 
v';ill not take care of the country elevator problem because an order made 
'ffider it would have to prescribe hours of work to apply during the period of 
deferment or suspension.

The Chairman: Supposing an order was made under that subsection pre
scribing the hours of work as being those customarily performed by the 
Managers?

Mr. Runciman: If that was for an indefinite period of time it would 
brobably accommodate us. But it had to be for a specified period of time 
implications could arise. Let us take for example last Fall in many parts of
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Alberta instead of getting on with the harvest at a normal period, inclement 
weather arrived, and if we had a dispensation to cover six weeks during the 
harvesting period the elevator operators could do nothing and we would be in 
a position of having to go back for another extension when the harvest 
recommenced.

The Chairman: But that would be the custom of their work when they 
were performing it.

Mr. Runciman: Provided it was not for a specified period of time. If it 
was for a non-specified period of time, I would agree.

From this submission it will be apparent to your committee that we are 
not seeking to oppose the principle of this legislation but rather to have 
such improvement made in its technical drafting as will more clearly accom
plish the intended purpose. Certainly nowhere, either in Parliament or in 
the administration does any intent exist to allow a development which would 
impede the flow of western grain when crop conditions, weather conditions, 
market conditions and efficient farming indicate that grain should be moved.

To amend the legislation at this stage will be to assure its efficient ad
ministration. If it is not amended as we suggest it will be a source of trouble 
to our industry for many months ahead. First it will be necessary to obtain 
from the minister an order to suspend the application of Part 1 to country 
elevator operators for 18 months. Then we shall have to make use of that 18 
months in an endeavour to obtain from a subsequent session of Parliament 
an amendment such as we are recommending to you today.

The Chairman: Any questions?
Senator Methot: May I ask if the elevator operators, or whatever you 

call them, have a union?
Mr. Runciman: Only in one case in Western Canada. The Saskatchewan 

people have an operators’ union. I should not be passing on information about 
it, but I understand it is not as completely effective as a union might be in 
industry, but I take it it is moving in that direction. Mr. Parker might be 
able to add something.

Mr. Parker: They are the only grain company that has a so-called union.
Senator Methot: Have you a standard contract?
Mr. Parker: They have. I have a standard contract with the pool, not 

with anyone else.
Senator Methot: Do you know if the others have standard contracts with 

their operators?
Mr. Parker: I don’t believe any line company has.
Senator Kinley: Isn’t it usually accepted that a man who is an owner 

in a company cannot belong to the union—that they won’t take him?
Mr. Runciman: I don’t know that that will conflict with the case of 

the Saskatchewan Wheat Pool employees.
Senator Kinley: But the farmers all have a share?
Mr. Runciman: But not the employees. Many of these elevator agents 

would have no farming interests. They are simply hired by the management 
of the organization.

Senator Isnor: I wonder why the solution is not in the hands of these 
gentlemen themselves. If they change the word “operator” to “manager” 
would that not solve their problem?

Mr. Runciman: I’d be very happy to think so, senator, but I believe 1 
expressed an aside when presenting this brief that in our discussions with the 
minister and the deputy minister we never got to the point where we felj 
any assurance that this would be the case. If we had that assurance we would 
nave felt much stronger.
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Mr. Parker: I might add one of our member companies applied to the 
Board of Grain Commissioners for permission to call his agents managers, and 
it was pointed out that under the Canada Grain Act he could not do so.

Senator Isnor: I recognize that, but now you have a new Act and this 
would supersede it.

Mr. Parker: The Canada Grain Act is still in effect, and we are still 
governed by the Canada Grain Act.

The Chairman: What the senator is saying is that so far as this bill is 
concerned, it supersedes any definition of a manager or an operator that may 
be in the Grain Act.

Mr. Parker: I would not like to risk that in court.
Senator Croll: There they are back again—litigious people.
The Chairman: My friend says he would not like to risk this in court, but 

the opening says that this Act shall apply notwithstanding any other law.
Mr. Parker: But we have another hurdle, and that is the minister.
The Chairman: The minister does not hurdle the court.
Senator Isnor: Forgetting the minister for the moment, could you make 

that change yourself in your association?
Mr. Runciman: With the single exception of the fact that you do not 

know how far the Board of Grain Commissioners might go in insisting that we 
use the terminology of the Canada Grain Act. Otherwise we would be happy 
to do so.

The Chairman: Any further submissions to be made by your group?
Mr. Runciman: No.
The Chairman: Thank you. The next group we have to hear is the 

Canadian Warehousing Association. We have with us Mr. Paul G. Kenwood, 
Vice-Chairman, Household Goods Division; Mr. Douglas G. Slater, President; 
and Mr. H. Cecil Rhodes, Executive Vice-President. Mr. Kenwood will read 
the brief.

Mr. Paul G. Kenwood, Vice-Chairman, Household Goods Division, Canadian 
Warehousing Association: Mr. Chairman and honourable senators, our associa
tion, which, by the way, is a management association, welcomes the oppor
tunity to present, for your consideration, its views concerning the application 
°f Bill C-126 to the household goods moving industry engaged in inter- 
Provincial operations.

We are particularly concerned with the section of the bill which 
relates to maximum hours which may be worked in any one day or week.

At the time this bill was given its second reading in the House of 
Commons, our Association directed a protest to Hon. A. J. MacEachen, Minister 
°f Labour, in which we detailed some of the serious difficulties which would be 
experienced by interprovincial carriers of household goods, if the hours of work 
regulation was applied in the proposed form.

Some of the areas which particularly troubled us were:
(a) The household goods moving industry is highly seasonal in 

character, with optimum pressure being exerted during the sum
mer months, followed by a substantial reduction in volume of 
business in the late fall, winter and early spring. It is an estab
lished. fact that the volume of household moves during the 
months of June to September exceeds by far the number of 
moves during the balance of the year. This situation is generated 
mainly by the desire of most families to avoid dislocation of their 
children’s schooling. As a result, our industry is required to meet
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this excessive demand for service by extending what might be 
regarded as normal hours of work.

The variations in average hours worked during the twelve months’ 
period are evidenced by the attached summary of a questionnaire 
answered by representative members of our Association. The 
pattern of relatively low hours of work in the months of January, 
February, March and December, and the substantially increased 
hours of work during the summer months, will be apparent from 
this summary.

(b) Should hours of work be restricted sharply during the period 
when unusually heavy demands for service are being made by 
the public, it is our belief that a very substantial segment of the 
public would inevitably be inconvenienced seriously by the mov
ing industry’s inability to provide the required service. Quite 
apart from the inconvenience involved in delays in completion 
of household moves, the cost factor to the public must also be 
considered. Under the present arrangement, a responsible moving 
company will endeavour to complete a household move as speed
ily as possible. If its employees are restricted in the number of 
hours they may work, the period between the pickup and delivery 
would be extended, with the additional cost, of necessity, being 
borne by the shipper.

(c) Government employees—notably those attached to the armed 
forces—are usually transferred on a closely scheduled basis to 
minimize the cost of interim lodgings and with view to relocating 
expeditiously. A sharp restriction on the working time of appropriate 
employees, as proposed, would, we believe, have an adverse effect 
in both areas.

The Department of National Defence schedules the transportation of 
most of its personnel during the summer months, thus contribut
ing heavily to the industry’s problem of moving and storing 
household effects during the peak periods.

(d) The household goods moving and storing industry—composed 
chiefly of relatively small, family-owned companies—has been 
experiencing great difficulty in recent years in maintaining an 
equitable balance between rising costs and charges made for 
services. It has, in fact, been a losing battle, as is evident from 
the results of a Cost Ratio Study carried out by an independent 
cost accounting firm, under the sponsorship of our Association.

The net operating profit (before income tax) hit a new low in 1963 
of 2.2%—down from 3.8% in 1960. In the trucking division alone 
(with proper allocation of overhead), the profit position worked 
out at a loss of 11.2%—up from a loss of 7.9% in 1960.

We mention this situation to emphasize that our industry simply can 
not absorb such restrictive measures as are proposed in regard 
to the 40-hour work week, without (a) a prohibitive loss picture, 
or (b) increases in the charges made for services.

(e) In addition to our concern with the detrimental effect of the hours 
work limitation on the general public and the companies operating 
moving and storage businesses, we would be remiss if we did not 
indicate the strong possibility of lower take-home pay for the 
appropriate employees. This concern is shared by many employe65 
who have channelled petition forms through our Association to the
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Minister of Labour, pointing to the areas in which they would be 
specifically affected. A copy of the petition form is attached hereto. 
This will be self-explanatory.

(/) In conclusion, we have studied with considerable interest the state
ments made by Hon. A. J. MacEachen, in the House of Commons, in 
which he indicated the government’s awareness of the serious 
problems which would be created for the trucking industry as a 
whole, if the proposed hours of work limitations were imposed 
immediately or even in the relatively near future. Mr. MacEachen’s 
appreciation of the serious disruption which would develop in the 
operation of interprovincial motor transportation has been evidenced 
by his statements in the House that it would be impractical and 
unfair to demand a specific deadline for industries such as ours within 
which to adjust to the requirements of the hours of work legislation.

The principal purpose of our presentation on this occasion is to invite 
further consideration of our original request for exemption of our 
industry from this particular requirement, in view of the unique 
operating pattern of the long distance household goods moving 
business.

Should the Senate’s position with regard to the acceptability of Bill C-126 
coincide with that of the House of Commons, we would again stress 
the necessity for an indefinite deferment of the application of the 
hours of work limitation to our particular industry.

Again, on behalf of the members of the Canadian Warehousing Associa
tion, we would like to express our appreciation to you, Mr. Chairman, 
and to your Committee for the opportunity it has granted us to 
restate our views on this subject.

Senator Isnor: Is your Association a Canadian-wide organization?
Mr. Kenwood: Yes, sir.
Senator Isnor: How far does it stretch?
Mr. Kenwood: From coast to coast. We represent just over 200 household 

moving firms.
Senator Croll: I think we could appropriately recommend to the minister 

deferment.
The Chairman: It is the minister who has to make that decision, under 

the bill.
Senator Power: Your request is to exclude the whole of the industry?
Mr. Kenwood: The household goods moving industry is interprovincial.
Senator Power: You wanted to exempt all the people employed in that 

Particular branch—are they truckers?
Mr. Kenwood: We are truckers but not the same as regular route people 

as they are known in the trucking industry. I would safely say there is not a 
household goods mover who has more than 5 per cent of his total moving field 
®ngaged in interprovincial traffic, but under the bill as it is drafted now our 
total employment, even those engaged in local goods moving, storage, packing 
and so on, will fall under this legislation.

The Chairman: Why do you not divide the two and have two companies?
Senator Power: Will this include your office and all your employees?
Mr. Kenwood: In the way we read the bill, it will.
Senator Power: What grounds for exemption have the office employees, 

c erks and people of that kind?
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Mr. Slater: We are not asking for that. It is our understanding that because 
we operate interprovincially our whole operation will be subject to the terms 
of the act. We are not concerned about office staff or our local moving grades, 
but we are concerned about those who deal with long road hauls, travelling 
from coast to coast.

Senator Power: Nevertheless, you are asking for exemption for the entire 
industry.

Mr. Slater: Because our industry would be subject to the act, because 
it is interprovincial. If it were defined otherwise—

Senator Power: That includes office staff?
Mr. Slater: That is right.
Mr. Kenwood: The minimum wage rate would be well above that in the 

other parts of the act. Our office staff do not work the hours—
Senator Pearson: Are you not largely an organization engaged in ware

housing or moving, urban rather than—
The Chairman: Interprovincial?
Mr. Kenwood: We have a division. Most of the independent operators be

long to van lines and operate equipment within the van lines.
Senator Thorvaldson: You are not concerned with the question of minimum 

wages?
Mr. Kenwood: No, sir.
Senator Thorvaldson: As I understand it, you are saying you are well 

above the average wages in the bill, consequently, you are only concerned 
with the hours of work?

Mr. Kenwood: Right, sir.
Senator Roebuck: Mr. Kenwood, you say that during your busy period your 

men and trucks work very much more than nine hours a day. Would you mind 
telling us how long they do work?

Mr. Kenwood : On an average, in the peak season, between 50 and 60 
hours a week.

Senator Isnor: That would be from May until October?
Mr. Kenwood: That is right, sir. Actually, if you turn to the back page 

of your brief you will find the long distance—
Senator Roebuck: Witness, are you so much concerned about the limitation 

of hours as you are about the increased rate of pay after the eight hours has 
elapsed? Are you objecting to that?

Mr. Kenwood: No, sir. We are paying it now; in many instances we are 
paying over that.

Senator Roebuck: But your overtime is time and a half?
Mr. Kenwood: That is right.
Senator Roebuck: Are you paying that as it is?
Mr. Kenwood: Some of us are at the present time. My own company, f°r 

instance, is paying overtime after ten hours. Next year it will be after nine 
hours.

Senator Roebuck: So your objection comes down only to the limitation °n 
hours?

Mr. Kenwood: That is right, sir.
Senator Roebuck: Then can you not apply to the minister for a ruling 

on that under section 51, and if it is necessary to work during that periodi 
has not the minister power to relieve you?

Mr. Kenwood: If we are included in the act, we will have to.
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Senator Roebuck: Is there any objection to applying to the minister?
Mr. Kenwood: There is an objection to applying. There is an objection to 

being included in the act because it is such a small portion of our total business.
Senator Roebuck: But it is important so far as finance is concerned. Is there 

not enough money involved to justify your making an application?
Mr. Kenwood: I would say that if we are brought under this act it will 

cause a raise in the long-distance moving rates to the general public of approxi
mately 25 per cent.

Senator Roebuck: Not if you are given an exemption as to the limitation?
Mr. Kenwood: Oh, no, not if we are given an exemption as to the limitation.
Senator Roebuck: Then you will be all right, will you not?
Mr. Kenwood: But you see the sad part of it is the—I guess the word 

would be “discriminatory” legislation against a small segment of the house
hold moving industry. Some household movers are not in the interprovincial 
field. We must compete with these people locally, and therefore we will be at a 
level up here and they will be on a level down here.

The Chairman: Would you say that men even in the peak seasons work 
more than 2,080 hours in a year?

Mr. Kenwood: Yçs, sir.
The Chairman: How many of them?
Mr. Kenwood: I would say that the average hours in our industry at the 

present time amount around 3,000 to 3,300.
The Chairman: Any other questions?
Senator Isnor: Mr. Kenwood, would you consider the piggy-back operations 

of the Canadian National Railways to be in competition with you?
Mr. Kenwood: No, sir, they do not handle household goods.
The Chairman: Any other questions?
Senator Thorvaldson: I was going to ask the gentleman if he has a specific 

amendment in mind. Have you drafted any specific amendment?
Mr. Kenwood: No, we have not, sir.
The Chairman: Any other question? Is there anything you want to add, 

Mr. Slater?
Mr. Slater: No, it has been pretty well covered, Mr. Chairman.
The Chairman: Now we have the International Brotherhood of Teamsters, 

represented by Mr. I. M. Dodds, its Canadian director. He will give the 
Presentation.

Mr. I. M. Dodds, Canadian Director, International Brotherhood of Teamsters: Mr.
Chairman, members of the Senate committee, I am very grateful, and our 
organization is very grateful, for the opportunity of appearing before you. 
Unfortunately, our counsel is tied up in court and cannot be here to present 
^me of the ideas and facts that we have furnished him over a period of time. 
Therefore, it falls upon me to sort of bumble my way through any questions

might want to ask. There is a little information that we can supply you 
.hat we are interested in, mainly hours of work; and, of course, we are definitely 
lnterested, although it does not apply in our own industry because of our labour 
c°ntracts, in the minimum wage law.

So far as we are concerned, basically our problem is long hours and the 
angers that it causes on the highway through fatigue and other things that 
lstract our drivers’ attention. Within the industry itself where it is under 

°rganization we are not having too much of a problem. I do not know what 
Cases the employers have presented to you, but I am interested in this: the
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day that we have come to in 1965 is the day that we would like to operate in, 
so far as hours of work and wages are concerned, and also vacations—not back 
20 some odd years ago.

Many, many years ago, when I was a brakeman on the railway we had a 
100-mile division, which was called an eight-hour day, even then; but today our 
people are asked to work X number of hours, simply because the employer has 
never made an effort to put in weigh stations and turn our people around.

I do not know anyone in Ontario running into Quebec, or vice versa, unless 
perhaps it is the Sault running out of Toronto, where our people run over 
eight hours at the moment, except on our highway operations. So I don’t know 
why an industry such as this would not be concerned with operating our people 
all these excessive hours. I would think the insurance companies would be 
concerned, knowing the fatigue that takes place on the highway, particularly 
at night. You do not know what you face when you meet two headlights coming 
towards you. The driver may have been in the saddle of the truck all the way 
from Winnipeg without stopping—this is the owner and operator. Nothing has 
ever been done about that to curtail his activities. He has been allowed to run 
free; no one checks up on him. He sleeps in the truck for the odd hours he does 
sleep, and he will be on the highway 20 hours out of 24 hours. Maybe he will 
take two hours’ sleep here and there until he reaches his destination, say, 
Montreal. There he will pick up a load, turn around and go back to Toronto. 
That man is a menace on the highway, and we are deeply concerned, because 
there is no specific reference to him in Bill C-126.

We would certainly like you to give consideration to this matter.
I will be frank to tell you that we have presented a brief to the Minister 

of Transport, and the Minister of Labour was in attendance on this very 
matter. I do not know what you can do at this eleventh hour. We are here at 
the eleventh hour.

The difference between the trucking industry in Canada and the United 
States is that in that country the operators come under the Interstate Commerce 
Commission, whose regulations are very good. For instance, log books must be 
used in which the time of departure is registered, and a state officer can stop 
that truck and check the log book. Thus the officer is able to tell exactly how 
long the driver has been on the highway, and if he has reached his limit, to 
within half an hour, the officer can order him off the highway.

Senator Roebuck: What is his limit?
Mr. McDougall: Ten hours in any one day, 60 hours a week over a period 

of seven days.
Senator Croll: Has mileage nothing to do with it?
Mr. McDougall: That is approximately 38 miles an hour.
Senator Choquette: How long would they drive at one time?
Mr. McDougall: Not more than 10 hours at any one time, or 60 hours in 

a period of seven days.
Senator Choquette: Do you mean he can drive 10 hours without stopping?
Mr. McDougall: Yes.
Senator Roebuck: And when can he start again?
Mr. McDougall: After he has been off duty 10 hours.
Mr. Dodds: This is not along the lines I heard here this morning, when the 

airlines were talking about these things. You cannot talk about our drivers in 
the same breath as you talk about an airline pilot. This standby and reporting 
time and actual hours the pilot flies the plane are different things. My conten' 
tion is these people are a menace on the highway the minute they have g°n® 
m excess of 8£ to 9 hours, and these people are being forced to drive more a 
the moment.
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Senator Thorvaldson: Apropos of that point, Mr. Dodds, I think there was 
evidence the other day that according to the accident figures, the truck driver 
rate of accidents was lower than that of the rest of the public. Do you agree with 
that or not?

Mr. Dodds: I agree with that, as far as their rates are concerned, but there 
could be a greater increase in the safety if these people were not driving these 
excessive hours.

Senator Roebuck: Have we any statistics on the accidents that occur after 
a man has been on the road, say, eight or nine or 10 hours?

Mr. Dodds: Yes, I have some right here, and I have the remarks that a 
magistrate made in a court.

Senator Roebuck: We would like to hear that.
Senator Thorvaldson: Those are not statistics but just somebody’s opinion.
Senator Croll: You will not take the chairman’s opinion; now let us hear 

the court’s opinion.
Mr. Dodds: This is not opinion, but it is a case which happened.
Senator Croll: It is still an opinion.
Mr. Dodds: There were several people killed.
Senator Choquette: Is there evidence also that most of these drivers take 

pills to keep them awake, and then they have a blackout all of a sudden?
Mr. Dodds: Yes, it happens quite often. We call them “bennies”. They 

are sneaking into our country from somewhere. It does not happen too much 
Within the organized industry, but in the unorganized industry, with a broker- 
operator working unlimited hours, he is taking “bennies” to keep himself awake 
and he is rolling down the highway in a semi-dazed condition.

Senator Thorvaldson: What do you mean by “broker-operator”?
Mr. Dodds: He has his own tractor, and he is probably the fifth person to 

own it because the finance company has taken it back four or five times.
Senator Thorvaldson: I was going to ask this question a while ago. You 

talk about owner-operators who drive very long hours. I do not suppose you 
are suggesting the owner operators come within the scope of this act, are you?

Mr. Dodds: Yes, I do; I definitely do.
Senator Thorvaldson: The owner-operators?
Mr. Dodds: Yes, they definitely should.
Senator Thorvaldson: Yes, but do they?
Mr. Dodds: Gentlemen, if I may, I would like to refer to a transport col

lision on October 1, 1964. This is from the files of the police:
The deceased was driving from Rouyn, Quebec, to North Bay via 

#11 Highway and had reached a point on Highway #11 five miles north 
of the junction of Highway #64 where another carrier had pulled off 
the road to retrieve a spilled rack. All flashing lights on the stopped unit 
were in operation, nevertheless, the deceased struck the left rear corner 
of the parked trailer. The deceased’s vehicle was gas-driven and fired 
upon impact, the driver was thrown to the pavement. He died from 
crushing injuries to skull and torso. Estimated speed at time of impact 
(50) m.p.h.

Senator Walker: This is all very interesting. We read these things every 
ni§ht about all sorts of drivers. We are hearing now about something that is 
Ilot in the bill. I think we could have a repetition of this a hundred times over 
Without benefitting us at all. May we keep to the bill?

The Chairman: Yes, senator, but Mr. Dodds is presenting the case on behalf 
of his organization in the absence of their counsel, and I think that in the cir-
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cumstances he is entitled to a little latitude. This is not going to take much 
longer.

Senator Walker: I am referring now to the recitation of this accident.
The Chairman: That was in answer to a question that was asked by 

Senator Thorvaldsen.
Senator Roebuck: In addition, he is answering a question I asked him.
Senator Thorvaldson: I want to say this, that my question had complete 

reference to the statistics of accidents in regard to truck drivers in the trucking 
industry yis-à-vis accidents in regard to the general public. I was saying testi
mony was given the other day that those statistics on the trucking industry of 
accidents were considerably lower than accidents among the general public. 
I do not see what references like this have to do with the question that I asked— 
namely, the statistics on accidents.

Senator Roebuck: I followed that by asking what statistics there were with 
regard to accidents occasioned by a man driving after eight, nine or 10 hours 
on the road. The witness is now trying to answer my question.

Senator Choquette: He is giving one specific case in the judgment of a 
magistrate. You are not going to get figures by that means.

Senator Thorvaldson: We are all aware of these facts. Everybody knows 
that fatigue is a tremendous hazard. I have been subject to that myself in driv
ing long distances, and we all are. I do not think any of us is not aware of that 
problem.

Senator Choquette: Mr. Chairman, perhaps I can help. I know your 
solicitor is not here and that makes it awkward for you, but I and many other 
senators would like to know this. We are aware you have many complaints, 
but we would like to know what your complaints consist of, and what remedy 
you offer or suggest. For instance, if you said, “There is nothing in the act to 
prevent a man driving eight or ten hours without a break, but we are asking 
you to put something in this act to say that he shall go to sleep for two hours”— 
something concrete, then that would help. Have you any such suggestion you 
intend to make here today?

Senator McCutcheon: Surely, we cannot have a law against insomnia?
Senator Choquette: No, but we have complaints, and what are the remedies 

proposed?
Senator Walker: We want some information, and we are not criticizing

you.
Mr. Dodds: I do not want a law against insomnia. It would handicap many 

bodies operating today. In the north country, where these people drive long 
hours and where there are no small towns they are going through, these things 
do happen on the prairies and in the north country. We are prepared to answer 
any questions, if you do not want these facts. I did misunderstand you gentle
men.

Senator Croll: Was there any indication as to how long that man had been 
on the road?

Senator Roebuck: And what did the magistrate say?
Mr. Dodds: He said:

When imposing sentence, the learned magistrate revealed a profound 
understanding of the problem which the Teamsters and Transportation 
Safety organizations are attempting to combat. Addressing the convicted 
driver, the magistrate said:

“In the first place, the offence that you have committed requires tha 
the court impose a penalty which will be a deterrent to others who won* 
run the risk of falling asleep while driving ... .a motor vehicle. In nu 
mind, to drive while you are over-tired and knowing that you nee 
sleep, is just as bad as driving while you are impaired by alcohol-
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Mr. McDougall: The man had driven more than 30 hours and 500 miles, 
until this accident in which four people were killed in a head-on collision 
because he was on the wrong side of the road.

Senator Croll: He had driven 30 hours?
Mr. Dodds: This is the magistrate’s statement:

There is ample evidence to show that the defendant who had been 
working and driving for the greater part of 30 hours prior to the collision 
with very little if any sleep, and driving over 500 miles in that period, 
knew or should have known . . .

Senator Thorvaldson: There is no one here who would disagree with those 
things. I want to make it clear to Mr. Dodds that I am not disagreeing with 
those conclusions at all. I agree with him 100 per cent. Please, do not think we 
are critical of your views.

Senator Croll: That is the point Mr. Dodds was making. As I understood 
Mr. Dodds, he was addressing himself to the hours of work.

The Chairman: That is right.
Senator Croll: And he makes his point. Have you any more points like 

that, Mr. Dodds?
Senator McCutcheon: Was that an owner or an operator?
Mr. Dodds: Anyone in that condition is a menace on the highway, whether 

he is an owner or an operator.
Senator McCutcheon: But is there a truck operator who is working 

30 hours at a stretch?
Mr. Dodds: Many of them pick up a load in Calgary and keep on going 

until they get to Montreal.
Senator Pearson: On the owner-operated trucks is there a second driver 

who sleeps while the one is driving and who then takes over?
Mr. Dodds: On occasion there are sleeper trucks, but the majority of them 

are not.
Senator Pearson: Could this not be made a regulation?
Mr. Dodds: I presume this could.
Senator Power: Did I understand the witness to say that truckers, other 

than owner-drivers, sometimes are forced by the trucking concern to work 
30 hours straight?

Mr. Dodds: No, I was speaking of owner-operators. They are contractors. 
The minimum is 10 hours, within our contract.

Senator Power: That is, under your labour contract?
Mr. Dodds: Yes.
The Chairman: Is that the minimum or the maximum?
Mr. Dodds: That is the maximum, but the point is this, that we are 

20 years behind the times. We are trying to compete with an operation—we 
are doing the same job as they are doing in the United States where they 
get eleven cents a mile and we get only seven cents a mile. These things are 
the livelihood of our people. We have to take all these things into consideration.

Senator Croll: Mr. Dodds, the minimum wage in the United States is not 
anY better than a dollar and a quarter.

Mr. Dodds: I am proud of the dollar and a quarter.
Senator Croll : We are not so far away from them.
Mr. Dodds: Mileage-wise, we are.
Senator Croll: Perhaps we are there. Maybe we do not do the same 

things as they do, but we have to get this in perspective. I do not know how
21840—4
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far we are behind them in other items, but we are not behind them in regard 
to the minimum wage.

Mr. Dodds: No, not in regard to the minimum wage.
The Chairman: Mr. Dodds’ chief point was the hours of work. He was 

addressing himself to that.
Senator Croll: Is there anything Mr. Dodds would like to say that he 

has not said—anything at all—with respect to this presentation?
Mr. Dodds: I should like to consult with my associate, because he works 

in the industry.
Mr. McDougall: Perhaps I could say that our main point in presenting 

this case is that it refers to the broker-operator, the owner-operator or the 
lease-operator. There are three different names, but they are all the same. 
As you know, we have drivers organized within our organization. Drivers who 
work for companies are organized, but we are concerned about the owner- 
operator or the lease-operator, and one of the things we are concerned about 
is the number of hours he has been allowed to drive in the past as compared 
to the number of hours that an organized driver is allowed to drive. Bill C-126 
does not cover these owner or lease-operators. Such a man is going to be able 
to continue to drive from Vancouver to Toronto, or to anywhere else, and not 
come under the provisions of this bill. Any other fleet owner, regardless of 
whether he is organized or not, will not come under the provisions of Bill C-126, 
and therefore he is in a competitive position. We must certainly think of all 
the people we have organized.

Senator Croll: Does he amount to anything competitively? What per
centage of the industry does he fill?

Mr. McDougall: He does in the east-west operation. I can safely say 
that not 15 per cent of the trucks that operate between Montreal and Vancouver 
belong to a fleet. They have fleet names on them. They have fleet licences, 
but the guy that drives the truck is the owner of it. He has what we refer 
to as a co-pilot with him, but—

Senator Croll: He obtains a licence in either British Columbia or Ontario 
in his own name?

Mr. McDougall: No, he has to have this truck in the name of the flleet 
owner. For example, Gill Interprovincial Transport operate out of Vancouver to 
Toronto, and it has a fleet of approximately 48 trucks of this kind. Gill Inter
provincial owns three of those trucks; all the rest are owned by owner- 
operators. FIX, which is—

Senator Croll: Yes, I know them.
Mr. McDougall: FIX is another one that does not own one power unit 

at all.
Senator Croll: To all intents and purposes you are talking of a co-operative 

organization. The licence is in his own name, and they share common costs?
Mr. McDougall: No, sir, under the P.C.V. Act of Ontario you must show 

just cause for requiring a licence.
Senator Croll: You’re telling me. However, go ahead.
Mr. McDougall: A company can hire an owner-operator, paint the truck 

in its colours and put its name on it, and operate that truck under the name 
of, say, Hume Transport. That truck to all intents and purposes belongs to 
Hume Transport, but it does not belong to Hume Transport. For $11 can buy 
the truck and change the name to Hume Transport. The operator operates 
it under a name of Hume Transport, and under Hume Transport’s insurance 
and P.C.V. licence, but he cannot get a P.C.V. licence to operate that truck 
himself.
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Senator Thorvaldson: I think there is a point of order here, Mr. Chairman. 
This is far and away beyond anything that is referred to in this bill.

The Chairman : Except this.—
Senator Thorvaldson: I would just like to continue with this. A lot of 

names have been mentioned. People are being criticized before this committee. 
If what was said is within the terms of this bill then it would be quite appro
priate, but to allow people to come here and go far beyond our terms of refer
ence in respect of this bill is improper, and should not be allowed.

Mr. McDougall: Mr. Chairman, I am sorry if the senator took what he 
did from my remarks. I mentioned those names because they are companies 
I know which are operating in that way. I did not mean it to be critical.

Senator Croll: I was not asking for names. I am trying to ascertain the 
method of operation, and that is part and parcel of this bill. Are you saying 
that company X in Ontario will have a licence for 50 trucks—a blank licence?

Mr. McDougall: Yes sir, they could have.
Senator Croll: And I as an individual could go to that company, take a 

truck in there and operate it?
Mr. McDougall: Yes, under their P.C.V. licence.
Senator Croll: They have a licence, and I pay them a certain amount, 

perhaps, for the use of the P.C.V. licence—or do I?
Mr. McDougall: No, I will explain it in this way; the fleet owner gets the 

P.C.V. licence, and he then adds to his fleet. He may get the licence for three 
trucks, and end up with three hundred. His P.C.V. licence would enlarge with 
his business. I as an individual can buy a truck, take it to this employer and 
put it to work for him. I must haul his freight. I cannot haul my own. I must 
haul on his regular run, and he pays me to operate my truck although my 
truck is in his name and in his colours.

Senator Croll: That is one method. Is there another method by which I 
can obtain a P.C.V. licence and operate a truck myself?

Mr. McDougall: Not within Canada. This could happen in some parts 
of the United States, but not within Canada.

The Chairman: The simple point is that this would appear to establish 
an employer-employee relationship. If it does then it comes under the bill.

Senator Croll: But it is not. As a matter of fact, it is not an employer- 
employee relationship.

Mr. McDougall: I might say that both the Ontario and federal Depart
ments of Labour have refused to acknowledge these people as employees.

Senator McCutcheon: They are independent contractors.
Senator Croll: Yes, and he knows this business so thoroughly tells us 

something today that is new to me, namely, that a man can obtain a licence 
f°r any number of trucks and then sort of peddle it out to others who actually 
0vyn the trucks and carry his business.

Mr. McDougall: I can clarify that by saying that he must show just 
Cause when he makes his application. We have one particular operator in the 
Province of Ontario who has 86 power units working for him and he does not 
°Wn any of them, but he has the original licence.

Senator McCutcheon: That is a problem for the province of Ontario.
Senator Walker: Would I be correct in assuming that this is a licence 

granted by the Highway Transport Board?
Mr. McDougall: Under the present legislation it may be—it may come 

Pnder their jurisdiction, but the feeling we have and one we are concerned
21840—4}
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with is the long-haul operation across Canada where there is more than one 
operator involved.

Senator Isnor: I want to ask a question in regard to the statement as to 
operations in the East. There is no such operation as you described in the 
Maritime Provinces. They are owned and operated by firms, well-known firms 
and there is certainly none of the things going on such as you mentioned.

Mr. McDougall: I can recall one that runs up from Ontario. How many 
run from the East up, I don’t know—Maritime Express.

Senator Isnor: I want to take exception to that statement.
The Chairman: Just because a question is asked, it does not mean that it 

must be answered. It has to have some relevancy. We have examined the subject, 
and we finally conclude that the facts as related do not point to an employer- 
employee relationship. Once we are through with that it is the end of the subject 
because this bill concerns itself with employer-employee.

Senator Roebuck: There just remains one point, Mr. Chairman. Has this 
witness any suggestion to make for the amendment of the bill or a change in the 
bill within our jurisdiction, which is interprovincial only, and with respect to 
employers?

Mr. Dodds: I would like to suggest one thing and that is this—where there 
is an operator—take in the case like company X who is in operation and where 
we have been certified as having the bargaining rights for these people, then 
where there is this employer-employee relationship, I think they should be 
called employees and should come under the Act. As far as the Act itself is 
concerned I have no criticism of it. I hope I did not leave any other impression.

The Chairman: There is nothing else you wish to say?
Mr. Dodds: Thank you very much, gentlemen, for allowing us to appear 

before you.
The Chairman: We have a telegram here, quite a lengthy one from Leopold 

Langlois on behalf of the St. Lawrence Shipowners Association. Do you wish 
me to read it to you?

Senator Croll: He is an ex-member of the Parliament of Canada. I think 
you better read it.

The Chairman: It is addressed to the Leader of the Senate, the Honourable 
Senator John J. Connolly, and reads:

Our Association wishes to respectfully voice its strong opposition 
to Bill C-126 Canada Labour Standards Code as passed by House of 
Commons on February 22 last and presently under consideration by your 
committee. Our Association represents owners of over 100 vessels plying 
exclusively in Canada coastal trade on the Great Lakes and the East Coast 
of Canada and mostly between ports of the St. Lawrence River. These 
vessels are of the coaster type and consequently of much smaller dimen
sions than lakes or canalers. Although these vessels generally operate 
on a seasonal basis approximately 25 per cent of them do operate on 3- 

year round basis and for these latter there is an absolute impossibility °‘ 

averaging hours of work over a period longer than the regular navigation 
season. The crews live on board these vessels and are recruited mostly 
within the Province of Quebec. There is actually a very acute shortage of 
certificated deck and engine room personnel and owners have to finan
cially support the training of such personnel with consequent resin 
absolutely impossible to obtain qualified personnel if crews have to b® 
increased to meet requirements of new legislation. Modern equipment an 
machinery require qualified and trained personnel. Owing to limit® 
carriage capacity of vessels and consequent relatively small earning 
derived from their operation it is anticipated that the increased c°s
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resulting from application of contemplated legislation will almost double 
present cost of operation. Our vessels are competing with vessels of 
foreign registry permitted to operate in our coastal trade and with other 
means of transportation falling under provincial legislative authority such 
as provincial trucking, provincial railroad, provincial ferries in receipt of 
subsidies from governments, etc. . . . which means of transportation will 
not be affected by the passing of Bill C-126 with the result that our 
industry will be put to a very obvious disadvantage. Irrespective of 
prohibitive high cost of operation actual dimensions of vessels make it 
absolutely impossible to accommodate larger crews on board same. Since 
vessels must operate 7 days of the week it is absolutely impossible to 
contemplate restricting hours of work which restrictions would adversely 
affect not only owners but employees as well. For all the above reasons 
and many others which need not be enumerated here and which have 
been placed before your committee by other representatives of shipping 
industry our association submits that the new legislation should not be 
made applicable to the shipping industry which legislation will surely 
cause the nucleus of merchant marine existing in Canada to disappear.

Leopold Langlois, Q.C.,
St. Lawrence Shipowners Association Inc.,
L’Association des Proprietaires de navires du St-Laurent Inc.

Senator Roebuck: Mr. Chairman, is it not a fact that this bill will apply to 
foreign shipping just as much as it does to local Canadian shipping? If foreign 
shipping operates within Canada they must comply with this legislation regard
ing hours of labour.

The Chairman: I think he is referring to vessels having one base in 
Canadian coastal trade, and having another base maybe in the United States 
or maybe in Europe.

Senator Roebuck: Well then he ought to make his protest to the other 
jurisdiction and not to us. We are doing the best we can for our own jurisdic
tion. He is wrong to suggest that the legislation will not apply to his competitors 
■when they are operating within Canadian jurisdiction.

Senator Choquette: Have we any telegrams, Mr. Chairman, or briefs prais
ing this Act, and saying how applicable it will be to serve industries?

The Chairman: Well, usually whenever we have a hearing, we deal with 
those who are dissatisfied. We very seldom have those who are satisfied appear- 
nig before us.

Senator Thorvaldson: Before you leave the telegram might I ask a ques
tion? I want to ask, as a matter of information, regarding Senator Roebuck’s 
statement. He may be right; I was not aware that this Act could apply to 
foreign shippers, to such vessels as are flying the Venezulean flag or the Greek 
flag and ply up and down the St. Lawrence. Does it or does it not apply to 
such vessels?

The Chairman: That was Senator Roebuck’s statement. I was not called 
uPon to make a decision as Chairman.

Senator Thorvaldson: It is an important point, because the answer to that 
could certainly affect my judgment in regard to the matter and Canadian ship- 
huig interests including the people who sent that telegram.

Senator Roebuck: I have expressed my opinion. The law clerk may have
his.

Senator Hugessen: I find it difficult in reading the bill to say exactly to 
^hat shipping it does refer. Clause 3, section 1, subsection (a) says:

any work, undertaking or business operated or carried on for or in 
connection with navigation and shipping, whether inland or maritime,
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including the operation of ships and transportation by ship anywhere 
in Canada,

and then at subsection (c)
any line of steam or other ships connecting a province with any other 
or others of the provinces, or extending beyond the limits of a province,—

I was wondering in connection with the telegrams that you read whether this 
bill would apply to ships plying between, say, Montreal and Quebec, that is, 
wholly within one province.

Senator Thorvaldson: On that point my recollection is that the people 
who appeared before us suggested that the Act would not apply to vessels 
plying between Montreal and Quebec. I may be wrong in that, but it will be 
good to know.

Senator Hugessen: It seems to me that the great bulk of the telegrams 
which we heard this afternoon deal with these vessels coming up and down 
the St. Lawrence.

The Chairman: If you look at clause 3 which deals with the application 
of the Act you will see that it applies to

. . . and in respect of employees who are employed upon or in connection 
with the operation of any work, undertaking or business that is within 
the legislative authority of the Parliament of Canada, etc.

and then if you look at subsection (a) it says:
any work, undertaking or business operated or carried on for or in con
nection with navigation and shipping, whether inland or maritime, 
including the operation of ships and transportation by ship anywhere in 
Canada,

Senator Hugessen: What is the application of paragraph (c) then?
The Chairman: When we were going over these parts of the bill with 

Mr. Cushing, it was agreed that there may be some duplication in language. 
They have followed the text of paragraphs that have been approved in certain 
court cases, even though they involve some duplication. It could well be that 
in (c) you have a duplication of part of what is in (a).

Senator Hugessen: Then you might have a duplication in (d) also. It refers 
to “any ferry between any province and any other province or between any 
province and any country other than Canada”. Does it not refer to a ferry 
internally within a province?

The Chairman: I would think that navigable waters are the subject of 
federal jurisdiction in all aspects. It is a special item, and navigation is cer
tainly correlated to navigable waters.

Senator Pearson: Are foreign vessels subject to our Shipping Act allowed 
to travel in coastwise trade?

The Chairman: Under the Shipping Act, if you remember, we had some 
amendments before us, which are now over in the Commons. Our shipping law, 
as I understand it, before that bill becomes law, only permits ships on the Cana
dian registry and ships on British registry in the coastal waters. The foreign 
ships, without paying any regard to that provision of the Shipping Act, can 
move from points in Canada and take cargoes out, but not between two points 
in Canada.

Senator Pearson : Your suggestion is that they would be subject to this act-
The Chairman : I do not know why I should be expressing these opinions- 

You have said I say they would be subject. I am very doubtful that they would- 
If they are carrying from a point in Canada to some point in Europe—
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Senator Btjrchill: Was not there a suggestion by the Shipping Association 
that if this bill applied to them they would have to change their registry of then- 
ships to some other nation?

The Chairman: We have one other submission. It is of a different kind, in 
the sense that it comes in the form of a communication. It is from the Howard, 
Cate law firm in Montreal and is signed by Paul Renault. Attached to this com
munication are two letters to which he refers. Is it in order that we append these 
to the record of proceedings? Copies are being distributed to each member of 
the committee now.

Hon. Senators: Agreed.
(For letters, see appendix “B”)
The Chairman: Honourable senators, we had reached section 15 and were 

getting explanations from Mr. Cushing and his assistants. I suggest we go 
through the remainder.

Whe have sent a message to the minister and we shall be ready for him at 
5 o’clock.

Mr. H. S. Johnstone. Director, Labour Standards Branch, Department of Labour:
Part III deals with annual vacations and it is substantially the same as 
the Annual Vacations Act which this bill will repeal. However, there is an 
exception, in that in the present Annual Vacations Act the vacation is one week 
after one year of employment and two weeks after two years employment. 
In this bill, Part III, it is two weeks after one year of employment. The section 
is shorter because the application section of the existing Annual Vacations Act 
is incorporated in the front of this bill.

The Chairman: We come now to Part IV, general holidays.
Mr. Johnstone: This establishes eight named holidays on which, if the 

employee works, he is paid a premium rate of time and a half his regular rate, 
in addition to his normal pay. There are also certain provisions where substitu
tions can be made; and we could discuss these when we go over them clause by 
clause.

The Chairman: Clause 24 deals with definitions.
Mr. Johnstone: That is right.
The Chairman: Clause 25 is the entitlement to these holidays. Clause 

26 deals with a general holiday falling on a day off.
Mr. Johnstone: In that case the employee is entitled to and shall be 

granted a holiday with pay, at some other time, which may be by way of 
addition to his annual vacation or which may be granted as a holiday at a 
time convenient to employee and employer.

The Chairman: Clause 27 is simply an exemption where there are dif
ferent provisions in a collective bargaining agreement?

Mr. Johnstone: Yes. Where the collective agreement provides at least 
eight holidays with pay, section 26 does not apply.

Senator Croll: We are not insistent on that particular day. If in the 
course of the negotiated agreement Christmas is not a day in which he 
receives a holiday, then it makes no difference to us, under the bill, as long as 
he gets the eight days?

Mr. Johnstone: Yes, that is the general idea.
The Chairman: The bill does not designate the particular eight days?
Senator Croll: That is what I am saying. It is the eight days—that is 

the main thing.
Mr. Johnstone: The bill designates the eight days.
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Senator Choquette: The bill designates the eight days but let us say 
his two weeks’ vacation includes Labour Day, he will be allowed that day 
at some other time.

Mr. Johnstone: The collective agreement may designate eight or nine 
or ten days. In that case the terms of the collective agreement can prevail.

Senator Choquette: But you have eight statutory days.
The Chairman: On page 2 of the bill, subparagraph (/) gives a list of 

eight days as general holidays. Section 28 appears to deal with substituted 
holidays. I think you spoke about that a few minutes ago.

Mr. Johnstone: Yes.
Senator Pearson: Can the employee make arrangements to have the 

whole of the eight days included with his two weeks vacation, or does the com
pany reserve the right to say that this is a statutory holiday today and he 
must take it today?

Miss Lorentsen: There is no provision, sir, for a particular holiday. 
Eight days are named, and there is provision for substituting other days, but 
there are certain days in each establishment that would be observed as 
statutory holidays, and I do not think that postponement of one of these 
is at the discretion of an employee.

Senator Blois: Would that not be by agreement of the employee and 
his employer?

The Chairman: Yes, that is the provision in the bill; that is, that a 
collective bargaining agreement between an employee and employer may 
provide for this so-called general holiday, which may not include some of 
these holidays, but unless there is working going on in a plant on a general 
holiday it would not be reasonable to expect that the employee would want 
to go into the plant one day and have a holiday another day.

Senator Blois: I agree.
The Chairman: Now section 29.
Mr. Johnstone: That is to ensure that the employee has the advantage of 

this general holiday, whether his wages are calculated weekly or monthly.
The Chairman: If he is paid on a monthly basis and a general holiday 

occurs in the month he gets his full monthly pay?
Mr. Johnstone: Yes.
Senator Kinley: If an employee earns some more money in the week 

by way of overtime that is not figured in the holidays with pay. I think the 
provision is a normal working day?

Mr. Johnstone: That is right. He gets credit for the normal wage.
Senator Kinley: There is usually a provision in an agreement that he 

will work the day before and the day after a holiday. I can see the reason 
for that. Is that in the bill; I do not think it is? It says he has to have 15 
working days in the month to qualify for his holidays.

Mr. Johnstone: There is a qualifying section, namely, section 33.
The Chairman: Which deals with the point you are raising, senator.
Now, section 30 deals with additional pay if he works on a general 

holiday.
Mr. Johnstone: That is right.
The Chairman: Section 31?
Mr. Johnstone: Section 31 provides an option. If an employee is on a 

continuous operation there are two options there. If he is required to work 
he may be paid in addition his regular rate of wages for that day, and the
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rate of this equal to 1J times, or be given a holiday with pay on some other 
day.

The Chairman: He gets regular pay and also gets additional pay of time 
and a half?

Mr. Johnstone: If he works; or he may elect to take a holiday with pay 
at some other time.

Senator Blois: I am not clear on that. He would still get a day and a half 
additional pay for that holiday, and a full day’s pay later?

The Chairman : No, a full day’s pay for the general holiday if he works, 
and also he would get time and a half for having worked on the general holiday; 
or he may elect in lieu of that pay at time and a half.

Senator Blois: And he does not get additional pay?
The Chairman: He gets straight time pay.
Senator Blois: He gets straight time pay, but not time and a half?
The Chairman: That is right. Now section 32.
Mr. Johnstone: That is a standard provision.
The Chairman: Section 33 is the one I referred you to, Senator Kinley, 

and I think it is clear now.
Section 34 deals with holidays during the first 30 days of employment.
Mr. Johnstone: He must be in employment for 30 days before qualifying 

for holidays with pay.
Senator Kinley: What about Sunday work, is that differentiated from other 

holidays?
Mr. Johnstone: No.
Senator Kinley: Usually they get double pay on Sundays.
Mr. Johnstone: Yes, under some collective agreements.
Senator Kinley: Under most of them.
Mr. Johnstone: But overtime here is not tied to Sunday and Saturday, 

but to a certain number of hours in the week.
Senator Kinley: The company agreement is better than this, and he can 

add this if he wants to.
Mr. Johnstone: Oh, yes, some company agreements are better than this.
The Chairman: Now Part V, which deals first with section 35, which pro

vides for setting up a commission of inquiry, to deal with these situations aris
ing under section 51. Section 36 is simply for the provision of inspectors and 
their powers. Are there any questions?

Senator Hugessen: Mr. Chairman, section 35 is action taken by the minister 
alone?

The Chairman: That is right.
Senator Hugessen: So that when you come to subsection 1 of section 51, 

"fiiich has the 18-month limitation, in that case somebody has to make a sub
mission to the minister to be exempted for that period of 18 months?

Mr. Johnstone: Any person.
Senator Hugessen: When it comes to subsection 2, a more lengthy pro- 

vision, it is a matter which is solely within the discretion of the minister 
Whether he will, first of all, set up an inquiry and, secondly, having had the 
mquiry and received the report he will take any action on it?

The Chairman: That is right.
Senator Hugessen: That is the mechanics, is it?
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Mr. Johnstone: Well, the inquiry is under subsection 2—yes. The original 
deferment under subsection 1, of course, is within the discretion of the minister.

Senator Hugessen : Yes, but there has to be an application by somebody 
to the minister?

Mr. Johnstone: That is right.
The Chairman: The only way you can get an inquiry, the minister may 

authorize the setting up of an inquiry, and then subsection 2 of section 51 
gets a chance to operate.

We were at section 36, enumerating the powers of inspectors. They seem 
to be standard.

Mr. Johnstone: Fairly standard.
The Chairman: Section 37, administering oaths. That is pretty standard.
Section 38?
Mr. Johnstone: That is recovery.
The Chairman: It provides for recovery where the inspector’s report that 

the law has not been complied with?
Mr. Johnstone: That is right.
The Chairman: Section 39 provides for information and returns, and 

that is standard, is it not?
Mr. Johnstone: Fairly, yes. We have to know what is going on under the 

legislation, and that requires the reporting to be done.
The Chairman: Section 40 enables the minister to require information.
Mr. Johnstone: It is procedure requiring specific information.
The Chairman: Section 41?
Mr. Johnstone: Well, that is to make sure that the employee knows the 

manner in which his wage bill is made up, the way in which his wage payments 
are made up.

The Chairman: He has to be furnished with a statement?
Mr. Johnstone: Yes, usually it is on half of the cheque.
The Chairman: Section 42 deals with offences and penalties. Any questions 

on that? If not, we will pass on to section 43, which is simply procedural.
Section 44 provides a time limit within which any such proceeding may 

be taken.
Section 45, Mr. Johnstone, appears to deal with the situation that if an 

employee is convicted of an offence in not paying what he should have in 
accordance with the requirements of the act, this deals with a method by 
which the employer can be obliged to pay the money back to the employee.

Mr. Johnstone: That is right.
The Chairman: Section 46.
Mr. Johnstone That is to protect an employee who makes a complaint 

to the minister and asks that his name be withheld.
The Chairman: Section 47. I see that section 47 suspends any civil remedy 

of an employee against his employer for arrears of wages.
Mr. Johnstone: No, the opposite.
The Chairman: No, no. That is what startled me, that that would be done- 

No civil remedy of an employee against his employer for arrears 
wages is suspended or affected by this Act.

Section 48, Ministerial Orders. What is the significance of this?
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Mr. Johnstone: If the minister decides to make an order under the act or 
the regulations, that can be made with respect to a specific matter or applied 
generally.

The Chairman: Section 49 provides for the minister’s reporting to Parlia
ment; and section 50 provides for enactment of regulations?

Mr. Johnstone: Yes.
The Chairman: Then we come to section 51, which I think the only other 

important section here. Would you just explain that, please?
Mr. Johnstone: Under section 51, which relates solely to Part I of the act 

—that is the Hours of work part of the act—any person can make a submis
sion to the minister, and if he can show the minister that the application of the 
hours of work provisions of the act would be unduly prejudicial to the employ
ees or would be seriously detrimental to the operation of the federal work, 
undertaking or business, the minister may defer or suspend the operation of 
Part I—that is the Hours of Work part— with respect to the undertaking for a 
period of up to 18 months. They use the words “suspend or defer” on the 
advice of the legal officials. If the act comes into effect, then obviously you 
cannot defer it but you may suspend it. But before the act comes into effect, if 
the order is given, then you are deferring it, so they use the phrase “defer or 
suspend” to take care of both situations.

Senator Pearson. In clause 1, it reads:
Where upon the submission of any person . . .

What does it mean by “any person”?
Mr. Johnstone: Just what it says, any employer or employee or any associ

ation.
Senator Pearson: An employer or employee or anybody outside of that?
Mr. Johnstone: Any person.
The Chairman : It would have to be some person affected by the provisions 

of the bill.
Senator Blois: Yes, but this does not say that.
Senator Power: Could any person in a union, say, make this inquiry of 

the minister?
The Chairman: I think it is completely general.
Mr. Johnstone: Yes, it is completely general. The submission, of course, 

would have to convince the minister, and if it were frivolous or inconsequen
tial he would so decide.

Senator Pearson: Wouldn’t it be better to say who the person is?
Mr. Johnstone: You could not do that very well. We did not want to 

limit that in any way.
The Chairman: In practice it is quite likely such submissions would be 

made by the employer or employee or a union.
Mr. Johnstone: Or an association of employers.
The Chairman: Yes, or an association of employers.
Senator Burchill: Is it entirely at the discretion of the minister though?
Mr. Johnstone: Yes, they would have to establish their case.
The Chairman: Subsection 2 is the other half of this deferment and sus

pension which must be preceded by a board of inquiry, where the circum
stances are put forward which appear in (a) and (b) of subsection 2, at the 
toP of page 20. If you have these circumstances, then the minister sets up a 
board of inquiry and receives a report from that board. Then:

the Governor in Council, on the recommendation of the Minister, may by 
order defer or suspend—
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Mr. Johnstone: The order may contain certain things. The order may pre
scribe other hours, and it may prescribe the term of the suspension or defer
ment.

The Chairman: And there is no limit on the length of time of the 
suspension?

Mr. Johnstone: No, except the limit contained in the order.
The Chairman: And notwithstanding any limit that may be invoked on 

subsection 2:
(5) The Governor in Council, upon the recommendation of the Min

ister, may, from time to time, by order, amend or revoke an order made 
under subsection (2) if it is made to appear from a report of an inquiry 
held pursuant to section 35 that it is in the public interest, or in the 
interest of any class of employees, to do so.

So, again it must be preceded by a report of an inquiry.
Senator Power: That deferment cannot be made for more than 18 months, 

unless an inquiry has been made and a report made of that inquiry to the 
minister?

The Chairman: That is correct.
Senator Power: Then the minister must follow the recommendation, I 

presume, of the person who made the inquiry.
The Chairman: No.
Mr. Johnstone: No.
Senator Power: I just want to know about that. Would the minister make 

a recommendation to the Governor in Council that he defers or suspends the 
operation, whether or not the inquiry is favourable?

The Chairman: It says:
The Governor in Council, upon the recommendation of the Minister—

But the report of the board of inquiry must disclose certain things. In 
subsection 2 it says:

Where it is made to appear—
Senator Power: He could have a really tough time if he wanted to make 

a recommendation contrary to the report of the board of inquiry.
The Chairman: If he refuses to make a decision in line with the decision 

of the board of inquiry, I think that he would have some unfavourable 
exposure.

Mr. Johnstone: And he would be called upon to defend his position.
Senator Walker: I presume subsection 2 would cover the railway people, 

the shipping people and truckers?
The Chairman: Yes.
Senator Walker: “Federal work”, what does that include?
Mr. Johnstone: Everything covered by the Act.
I would like to direct your attention to the opening three lines in sub

section 3:
An order made under subsection (1) —

that is the order covering the initial period of deferment or suspension up 
to 18 months—

may, and an order under subsection (2) shall prescribe the hours of 
work that shall—

-—prevail. So that in the initial deferment order it is not necessary to prescribe 
the other hours, but in the suspension or deferment after the inquiry the 
order must contain provisions concerning hours.
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The Chairman: Section 52.
Mr. Johnstone: That deals with the minimum wage provisions, and the 

submission, again, can be made by any person. The submission should show 
that the application of the minimum wage will prejudice the interests of the 
employees or be detrimental to the operation of the business, and:

the minister may by order defer the operation of section 11 in respect 
of that federal work, undertaking or business or that class of employees 
therein to the 1st day of January, 1967 or to such earlier day as may 
be fixed in the order.

The Chairman: If you will recall, we had some evidence the other day 
from the Canadian National Railways in connection with their hotels—that 
is, the hotels that are operated directly by them—that they would be subject 
to the minimum wage provisions here, whereas their competitors would not 
be subject—even the C.P.R. hotels.

Reference was made to section 51 and to its availability to assist in this 
situation, but I should point out that even under section 52 I suppose a con
dition in a city where you had a C.N.R. hotel operated by the C.N.R. and a 
C.P.R. hotel operated, that those would be operations in a local area where 
there would be an unfavourable competitive situation, and an application could 
be made under section 52 which could extend the time or defer the applica
tion of the Act until the 1st day of January, 1967. That would appear to be 
another place where that C.N.R. hotel picture might work in.

Mr. Johnstone: Section 52, as the chairman has noted, is restricted to: 
federal work, undertaking or business organized and operated in a 
local area.

It has not quite the wide application of section 51.
Senator Hugessen: One wonders whether that would apply if the C.N.R. 

made a general application covering all their hotels. They could not do that 
under section 52.

The Chairman: They would have to make it in each area.
Senator Hugessen: Yes.
The Chairman: Any questions on that?
Senator Kinley: It says on page 21:

and no employer of any employee in respect of whom the order applies 
shall pay such employee a wage at a rate that is less than the minimum 
rate of wages specified in the order in respect of such employee.

That rate cannot go below $1.25. They have no control over anything but 
the minimum rates do they? They do not control anything but the minimum 
rates?

The Chairman: No, the order provides for the minimum rate that shall 
apply during the period of deferment, and that minimum rate obviously would 
not be the minimum rate in this bill. It would be something else.

Senator Kinley: That is it, but the question is that different classes of 
men get different pay. This bill is committed to the dollar and a quarter. It 
controls the minimum rate in Canada. Under a Government contract you 
contract to pay fair wage rates. That is outside this bill altogether.

The Chairman: That is right.
Senator Kinley: This bill means that the lowest paid man gets a dollar 

and a quarter.
The Chairman: Unless you can get a deferment.
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Senator Kinley: Yes.
The Chairman: Section 53?
Mr. Johnstone: That is making public in the Canada Gazette the sub

missions for orders.
The Chairman: Yes, this answers a question that was asked earlier, be

cause these submissions that are made under sections 51 and 52 have to be 
published in the Canada Gazette.

Senator Power: Do you have to give the reasons for deferment? It does 
not say.

Mr. Johnstone: No, it does not say.
Senator Power: It says “a list of such submissions for orders”. You do not 

know whether they are granted or not?
Mr. Johnstone: No. I think it is just a list.
Senator Power: A list of the submissions, whether they are granted or not.
The Chairman: Yes, but later on, if the submission is rejected, then the 

minister is obligated to publish in the Canada Gazette.
Senator Power: Yes.
The Chairman: Then, of course, section 54 is the coming into force of 

the act.
Mr. Johnstone: Parts I. II. Ill and IV. Part V comes into effect as soon as 

it is proclaimed.
Senator Burchill: Before you stop, Mr. Chairman, may I ask a question 

with respect to section 4?
The Chairman: Yes.
Senator Burchill: The latter of section 4 reads:

... but nothing in this Act shall be construed as affecting any rights 
or benefits of an employee under any law, custom, contract or arrange
ment that are more favourable to him than his rights or benefits under 
this Act.

Now, who determines that?
The Chairman: Well I would say that any person who is affected by the 

act and who feels that clause 4 may have some application to him, either one 
way or another—I would expect he would get legal advice.

Senator Burchill: That is right; he would have to go to the courts.
The Chairman: You would have to get legal advice and take your course 

accordingly. If there was a contest I suppose it would end up in the courts. 
But, you know, you are never going to be able to legislate in a way that 
matters will not get before the courts unless you specifically say that. Is not that 
right, Senator Walker?

Senator Walker: That is right.
Mr. Johnstone: This is a standard clause that is in most labour legislation.
The Chairman: My suggestion is that the committee now stand adjourned 

until 5 o’clock when the minister will attend.
The committee adjourned until 5 p.m.
Upon resuming at 5 p.m.
The Chairman: The meeting will come to order. We have the Minister 

here, and I think he has a very short statement to make and then we will 
be ready for questions.
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Honourable Allan J. MacEachen, Minister of Labour: Mr. Chairman, honour
able senators, I appreciate the opportunity to come before this committee to 
support the Canada Labour Code, and to answer any questions I can with 
regard to the provisions of the bill.

My experience, working through this bill in the House of Commons and 
elsewhere, has been that the main area of concern with respect to the bill is 
part 1 which deals with hours of work. There have, of course, been questions 
raised in connection with the other three main parts of the bill also, but the 
main concern has been with respect to the hours of work, and I would like, if 
I may, to make a brief opening statement with respect to that section and then 
carry on from there.

The briefs that you have heard, and which I have heard earlier, have been 
along the lines or representations already made to members of the Cabinet 
and to other members of the House of Commons shortly after the bill had 
been introduced in its original form.

Senator McCutcheon: What do you mean “to other members of the House 
of Commons?” I understand this bill didn’t go to a committee there.

Hon. Mr. MacEachen: There has been representations made to individual 
members. It was because of arguments presented in these briefs, and because 
of discussions which I held with a great number of representatives of industry 
in Ottawa and elsewhere in Canada that a proposal was made to change 
clause 51 and to put it in its present form. Clause 51 has been referred to on a 
number of occasions, and I think it has been referred to before this committee 
as simply an “escape hatch.” I would like to emphasize that clause 51 is an 
integral part of the system of regulations in the bill as passed by the House of 
Commons.

The general rules in regard to hours of work are set out in clauses 5 to 
10, but clause 51 is just as important a part of the bill in that it provides 
essentially for the setting of standards in cases where any employment con
siderations peculiar to an industry makes application of part 1 inappropriate. 
Thus clause 51 deals with the nature of operating conditions in certain federal 
industries. Because it has been recognized that to require employers and em
ployees in these industries to comply with a fixed general standard on the date 
on which part 1 will come into force will be unduly disturbing in its effect, 
clause 51 will operate to permit the setting up of reasonable standards on a 
progressive basis with a view of reduction of hours of work as conditions 
Permit. In some cases such as shipping the standard imposed may be one 
which will not be subject to change for some time and maybe not at all. In 
any case, no change will be made in hour standards without the holding 
of an inquiry.

This is the only practical may of dealing with the main concern. It may 
be possible in time to incorporate hours of work standards for different in
dustries in the legislation. It is certainly not possible to do so at the moment 
Without danger of overlooking important circumstances, and without the 
Possibility of adverse effects. Members of the committee will appreciate that 
all hours of work legislation provides for exceptions. The normal pattern is 
tor an hours of work act to establish a general rule which can apply in the 
Majority of establishments under the Act, and to provide for variations from 
these standards and circumstances where they do not fit. The system that is 
Proposed in the bill is that in any case where an industry, or indeed, a person, 
comes forward, showing that the immediate application of the hours of work 
w°uld be disturbing to the operation itself, or to the welfare of the employees,

minister may defer the operation of part 1 for a period of 18 months. This 
ls really the only place in this connection where the minister is acting on his
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own discretion, because it is then anticipated that where a submission has 
been favourably acted upon, under clause 51, that an inquiry would be estab
lished under clause 35, and it would be my expectation that we would ask an 
independent person, or persons, fair-minded persons, to conduct an inquiry, 
to hear evidence, and to hear all the parties and to reach conclusions or recom
mendations that will be made available to the minister, and from which the 
minister could draw a recommendation to the Governor in Council for a régime 
of hours that would operate upon the 18 month period. I can forsee a number 
of variations that might ensue from these recommendations.

Senator Roebuck: There is no limitation on the length of time that the 
Order in Council could defer for?

Hon. Mr. MacEachen: The order may fix the hours for any period. That 
is the real flexibility at this point. As you may have noted this clause was 
further amended in the House to ensure that no change could be made in 
this order by the Cabinet without a further inquiry, so that at the two points 
where what you might call a quasi permanent régime is to be established 
an inquiry must be held before a recommendation is drawn and presentation 
made to the Cabinet for an order.

I believe that this particular section is the main provision of flexibility in 
the bill with respect with hours. It provides an opportunity on the basis of 
facts disclosed for an independent inquiry to recommend a régime that is 
appropriate. That régime may be established by Order in Council and it cannot 
be changed without a further inquiry held in the same way. We did, on the 
basis of the many representations received, bring forward this particular solu
tion to provide flexibility, and if I may say so, I think that a number of the 
briefs are somewhat dated that have come before the committee, in the sense 
that they have not taken into account the flexibility provided in the bill, and 
also in the sense that they are based on the assumption that the standard hours 
will come ino effect absolutely and completely on July 1st, 1965. If that did 
happen, certainly some of the dire consequences foreseen in the bill might take 
place, but there is a system under clause 51, which is an integral part of the 
bill, to meet quite a number of difficulties raised.

Senator Pearson: Do you anticipate many applications for deferment?
Hon. Mr. MacEachen: Yes, I anticipate certainly a number of applications. 

I think there will be 3 or 4 that one would expect almost automatically.
Senator Bouffard: Would you expect the hotel people to be one of these?
Hon. Mr. MacEachen: I had not anticipated the hotels would apply in 

connection with hours of work.
Senator McCutcheon: But in connection with wages?
Senator Power: Do you foresee that in any specific industry this bill shall 

not ever apply with regard to, say, time?
Hon. Mr. MacEachen: I would not like to say “ever”. The only operation 

where I can see physical disabilities in the application of the bill is the shipping 
industry.

Senator Power: That is what I had in mind.
Hon. Mr. MacEachen: There may be changes that I cannot foresee that 

would make the hours applicable at a later time.
Senator McCutcheon: We have had representations from businesses which 

are bargaining with very strong unions. No one will suggest for a moment that 
the teamsters union is not a very strong and effective union. I think the min' 
ister will even agree that the S.I.U. was a strong and effective union, and that 
the representatives of the running trades of the railways were strong and 
effective unions. The representatives of the flight crews in the air transport
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business were strong and effective unions. Where that situation exists, I would 
like to have the minister’s views as to whether he would seriously object— 
and, if so, why—to the groups represented by the people I have mentioned 
being exempted completely from this bill. It is all very well to say that section 
51 provides the flexibility, but section 51 provides flexibility subject to political 
pressure. The employer who is bargaining for years, who has built up a wage 
structure and a mode of payment, of which we have heard in the last few 
days, is now subject to the additional pressure, under which the union will say 
to the minister: “We want another hearing, we are not satisfied with the last 
board of inquiry, let us get another fair minded individual, or two or three fair 
minded individuals, to decide these things.” The essence of this bill is really 
discretion as it applies in a number of these cases.

Hon. Mr. MacEachen: The first question is whether we ought not to ex
empt from the operation of the bill situations covered by collective bargaining.

Senator McCutcheon: No, no. I did not go quite that far. Situations where 
it has been represented to us—and at least has convinced me—that there would 
be very great difficulties; in fact, that exemptions will have to be granted, and 
where the people concerned are represented by strong collective bargaining 
units, why they should not be exempted in the bill, until we see how the rest 
of it works out.

Hon. Mr. MacEachen: This is something that I considered and I think 
that it certainly would introduce an element of discrimination against non
union employers. We would be asking non-union employers to accept a set 
of standards which by law we were not applying to unionized employers. In 
my judgment, this was the very sound reason for making the bill applicable 
in all situations, including union and non-union situations.

Senator McCutcheon: My suggestion to the minister is that that would 
not be the situation, that the representations which we have heard have been 
from groups where the whole industry, with perhaps minor exceptions, is 
bargaining with strong unions and has come to certain agreements, certain 
conclusions; and in none of those cases is there any question of the adequacy of 
wages. So I suggest there is no discrimination at all.

I am not talking about the parks’ employees in the federal parks, I am not 
even talking about bank clerks. I am thinking of the running trades and the 
railroads, the flight crews, the employees on ships, the drivers employed by 
trucking companies in interprovincial traffic, and of elevator operators on 
grain elevators throughout the country. I could think of others also.

The Chairman: Were you asking the question whether the running trades 
should not be exempt because of the pattern of their work or was it because 
of the pattern of their work plus the fact that there were strong bargaining 
Units representing them?

Senator McCutcheon: Both, Mr. Chairman. I think in every case I have 
cited they are both strong bargaining units and have a pattern of work.

Hon. Mr. MacEachen: My answer has to be the same. If the unionized 
situations were exempted from the provisions of the bill, then in quite a num
ber of cases non-union employers would be expected to maintain standards 
that we were not asking union employers to observe. That is the reason why 
the bill applies in all situations. That is the reason. You may disagree with it, 
hut that is the reason.

Senator McCutcheon: Then I will take back my suggestion that the 
tact that there are strong unions involved is of any relevance at all; and I 
have got back to patterns of work.

The Chairman: I thought that was where you would come back to.
Senator McCutcheon: I usually get back to your position, Mr. Chairman.
21840—5
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The Chairman: Do not say my position, rather say that this is the question.
Senator McCutcheon: What I say is happening here is that you are in

troducing legislation which in principle is like motherhood. People agree with 
it, but it is cutting through bargaining processes and collective agreements that 
have been built up over a long period of time. Let us say, we have heard 
of half a dozen special situations. It seems to me that you accomplish everything 
that you hope to accomplish if you leave those people out. It also seems to me 
that it is completely unfair to management in those industries to become sub
ject to the hazard of one inquiry after another and an order in council ex
empting them, that may be revoked, particularly when many of them are 
subject to international competition, as in the field of air lines, truckers and 
possibly others.

Hon. Mr. MacEachen: I think I have listened more often, or as often, as 
any person to the views of the groups you have named, especially the truckers 
and the shipping industries.

Substantial employer groups have come forward and said “We approve 
the principles of this bill”—

Senator Roebuck: As applied to somebody else.
Hon. Mr. MacEachen: Then they have said “We find the hours of work 

part of your bill tough as it is now drafted.”
Among those who made that claim were the truckers, both as individual 

organizations and in their associations. They said originally that they just 
could not consider getting their hours down. But there has been quite a change. 
I am not speaking officially for the trucking industry, but I have heard quite a 
number of trucking firm managers say, “Well, we think we can get the hours 
down—mind you, we think it might be a good idea, but we think it needs 
time.” This is what this bill is giving them.

The Shipping Federation of British Columbia came before your committee 
and said, “We think we can live with this bill.” Now, I am sure they would pre
fer not to have it, and that is understandable when their representatives told 
this committee that they could live with this bill and could get along with it.

Senator McCutcheon: Did the Great Lakes shippers tell you that?
Hon. Mr. MacEachen: No, they did not.
Senator McCutcheon: Did the running trades of the railways tell you 

that?
Hon. Mr. MacEachen: May I say a word about the running trades? The 

railway brief has stated that their system of hours and compensation is com
pletely incompatible with the provisions of this bill. I think that is a matter of 
opinion. We believe that a system can be worked out to allow the railways to 
comply without disrupting their traditional system and that by applying the 
system of averaging we will meet their problem except in those cases, and 
there are some, where excessive hours are worked. We have a clause of the 
bill here on averaging which will allow us to make regulations. We are ready to 
sit down with the railways and really engage in serious discussions as to 
whether there is not a livable method of working out an average system to 
adjust to their mileage and hours compensation method. I think we can do it, 
but if not, there is other relief open to the running trades.

Senator McCutcheon: Let me put it another way, Mr. Minister. I do not 
think you feel that the running trades are poor people who are being ill 
treated, and so on. Why should it be necessary to sit down and work out these 
complicated arrangements with them? Why should we go to all this trouble 
and work? The same applies, of course, to flight crews on air transport- 
Why not exempt them?

The Chairman : You mean the status quo, senator?



BANKING AND COMMERCE 147

Senator McCutcheon: No. The status quo will not have anything to do with 
it. After the next labour negotiation, we shall probably be giving bigger 
subsidies to the railways.

Hon. Mr. MacEachen: There is a problem with the running trades in 
respect to their hours. The truckers also have long hours. There are certain 
areas where I think this hours section will have a very beneficial effect. I think 
this is the argument against exception. I do not foresee any mass of paper 
work for inquiries. This is actually a very simple bill. It involves a submis
sion asking for a deferment, then it involves presenting the facts for one in
quiry and a subsequent order in council establishing a regime of hours. That 
is really not much pain and agony, and that is the only part of the bill that 
is going to involve this kind of difficulty, combined with the fact that in the 
total federal industries the numbers of industries involved will not be very 
great.

We thought at one time we might establish within the bill some kind 
of a permanent board to deal with this question. We decided against it, be
cause we did not think there would be enough work to give the board and 
to keep it busy from time to time dealing with so few matters to deal with.

Senator McCutcheon: How many people do you expect to add to your 
department to administrate the provisions of this bill?

Hon. Mr. MacEachen: It will be in the thirties.
The Chairman: Mr. Minister, this would appear to be an orderly way of 

regarding the facts in relation to all the various industries that may be 
affected by the bill. I would think if you came to the end of the road, after 
having exhausted averaging and the deferment which you might grant up to 
18 months, and the board of inquiry, and the suspensions, and there were still 
peculiarities and patterns in some of the industries, then you would have all 
the basic facts assembled, and that might be a more appropriate time to 
consider the question of exemption than at the beginning of the whole situa
tion. That is how it appears to me. What do you think about that?

Hon. Mr. MacEachen:I think we are entering a new field as a federal 
government, in the regulation of hours. There is quite a diversity in the pat
terns of hours in our federal industries. Quite frankly we have learned a lot 
about the pattern of hours since we brought the bill into the house, and I 
think we shall learn a lot more. I certainly would hesitate today to suggest 
what the permanent conclusion ought to be for any operation until we have 
had the facts disclosed in the way of these inquiries, and also some experience.

Senator Croll: When you speak about breaking new ground, Mr. Minister, 
to some extent you are breaking new ground. However, actually, in the 
Provinces they have gone through this practice, not completely, of setting up 
standards within areas by order in council, and holding these inquiries in a 
small way, passing orders in council, revising them, and not upsetting indus
try in any way, for 20 years, in almost every province in Canada.

Hon. Mr. MacEachen: Yes.
Senator Croll: So in many respects you are following the same procedure 

111 a broader sense?
Hon. Mr. MacEachen: That is right, except that we are starting with the 

federal industries under federal jurisdiction.
Senator Croll: Yes.
Senator Thorvaldson: I was going to ask another question later; but just 

to follow up the remarks of Senator Croll in regard to the experience of the 
Provinces, I think Mr. Parker, President of the Manitoba Pool Elevators,

21840—51
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testified this afternoon to the committee that a bill had been passed in Sas
katchewan a few years ago with relation to minimum wages, and so on, and 
that bill exempted elevator agencies as being managers. In other words, Mr. 
Parker’s argument, and the argument of the grain people, is that it is quite 
impossible for them to live with this legislation in respect of their elevator 
managers. The exemption was made, apparently, in the Saskatchewan act. 
I was wondering what objection there would be to your providing a similar 
exemption under this act in regard to those employees. I am assuming, of 
course, that you are of the view, as many of this committee are, that some
thing must be done about those employees, that they simply cannot live within 
the hours of work section of this act.

Hon. Mr. MacEachen: Senator, I certainly would not pose as an expert 
on the grain trade or elevator system in the west, but I have attempted to 
discuss the matter with quite a number of people in the trade and elsewhere. 
I have had a number of letters from operators of grain elevators in the west. 
There is no problem with respect to the wages, statutory holidays, vacations 
with pay. The only problem that has been raised is in connection with the 
hours of work, and the problem there is that the Canada Grain Act I think 
obliges the elevators to provide service at all reasonable times, or words to 
that effect.

Senator Thorvaldson: It also specifies that the elevator operators are not 
managers.

Hon. Mr. MacEachen: The problem here is that the elevators have to be 
open at certain peak periods, and hours in excess of the eight hours are 
worked, and at other times the elevators are not in business and the hours 
worked per day are very few. Operators of elevators have written to me and 
told me, “Some days we work 12 hours; other days we work three or four 
hours.” The averaging system will certainly, in my view, look after that 
question.

I was very pleased to have the former Minister of Agriculture, Mr. 
Hamilton, in the House of Commons assure me that the eight-hour day could 
be applied to the grain elevators without any disruption to the services pro
vided by the country elevators. I believe the averaging system will look after 
the hours. If it does not, I can give the assurance that we will provide relief 
so that the service to the farmers of the west will not be disturbed through 
the operation of these hours. However, I think they can meet the requirements 
of the bill through the averaging system, and I think it would be quite unwise 
to exempt the grain elevators when they are in a position to comply with a 
very progressive labour standard of this country and can carry that badge as 
a sign of good labour conditions in their operations.

Senator Croll: “Liberal” standards, not “progressive”!
Senator Thorvaldson: I would like to say to the minister that the evi

dence that was given before this committee today was that in the case of 
these grain men—and we had a group of grain men before us who are pretty 
experienced in the business today—their expression to us is that the averaging 
system will not work for their industry. Now, if Mr. Hamilton has told you h 
is possible for the elevator companies and operators to live within the eight- 
hour day provision, then I must campletely disagree with Mr. Hamilton- * 
am sure the gentlemen who were here today will disagree with him too.

The Chairman: Senator, you know the value you put on opinons today- 
so you are quoting some opinions now.

Senator Thorvaldson: My question to the minister was whether he would 
not consider exempting the elevator people completely from the operation 
this act.
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Hon. Mr. MacEachen: Mr. Chairman, I could not possibly recommend that 
the elevators be exempted.

Senator Thorvaldson: May I ask you something else, Mr. Minister, with 
regard to the shipping interests—and that was referred to a moment ago. In 
the first place, there was evidence given here by all the shipping interests 
who said no other country in the world had attempted to deal with their 
problems in the same way as this act does. I am assuming that is correct.

Hon. Mr. MacEachen: Well, I think the brief may have left that impres
sion, the impression that no other country has legislated with regard to hours 
of work of seamen. That is not true.

Hon. Mr. MacEachen: Well, what is the truth?
Senator Thorvaldson: Yes, what is the truth?
Hon. Mr. MacEachen: That is a hard question to answer, but let me give 

you some contradictory evidence.
Many other countries have established hours of work standards for sea

men by legislation. The eight-hour day was established in the United States 
Merchant Marine by the La Follette Seamen’s Act of 1915. Sweden has had 
legislation dealing with hours of work of seamen since 1919.

Senator McCutcheon: What hours?
Hon. Mr. MacEachen: It provides an eight-hour day. The present legis

lation is The Seafarers Hours of Work Act of 1950. It establishes the eight- 
hour day and limits overtime work. Norway has an act of June 10, 1949, re
specting hours of work on board ship.

Senator McCutcheon: Is that eight hours, seven days a week?
Hon. Mr. MacEachen: That was amended December 9, 1955. Here again 

the eight-hour day is established, and weekly hours are, in some cases, limited. 
The only point of argument is that other countries have taken action on the 
hours. It may be of assistance to the committee.

Senator McCutcheon: Well, I do not think it is of assistance unless we 
know the details. The fact is the American Merchant Marine would have dis
appeared except by reason of subsidy.

The Chairman: That really has been on account of rates of pay.
Senator McCutcheon: Probably on account of both, Mr. Chairman.
Senator Thorvaldson: Mr. Minister, is your belief, then, the shipping in

dustry can live and compete with the shipping industry of other countries 
within this act?

Hon. Mr. MacEachen: Within this act, yes; within all the parts of the act, 
including clause 51 and clause 35.

Senator Thorvaldson: And consequently you are not willing to exempt 
the shipping industry from this act?

Senator Croll: Yes, he will say that.
Hon. Mr. MacEachen: I am not willing to exempt the shipping industry 

from this act, but I have proposed provisions in the bill that will make it 
Possible for the shipping industry to have its case heard fairly and to have a 
system of hours established, taking into account their circumstances, so as to 
avoid, as the clause says:

To avoid any serious detriment to the operation of the federal 
work, undertaking or business.

Senator Thorvaldson: Consequently, I take it it is common ground that 
you will become the judge of what is right for the shipping industry?

Hon. Mr. MacEachen : No, the only real element of discretion the minister 
has in connection with the hours of work is the 18-month deferment.
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Senator Thorvaldson: That is what I am talking about. I think we ought 
to delineate that. In the first place, as I understand it, you are the only per
son who will have complete discretion as to what is done regarding this prob
lem concerning the shipping industry during the first 18 months.

Hon. Mr. MacEachen: The shipping industry, presumably, will make 
a submission alleging:

. . . that the introduction of the standard hours of work . . .
(a) Would be or is unduly prejudicial to the interests of the employees 

therein or to any class of employees therein or
(b) Would be or is seriously detrimental to the operation of the work

itself. Then the minister has discretion.
Senator Thorvaldson: To whom will those recommendations be made, 

to the minister or the deputy minister?
Hon. Mr. MacEachen: They will be made to the minister. Naturally, as 

you know, any minister gets advice from his department officers. I think it is 
clear from the debates in the House of Commons, and from my attitude to 
this bill, that if there is a bill—and it may be presumptuous for me to an
ticipate what the Minister of Labour at the time the bill comes into effect 
will do, but my attitude is such that I would certainly in these cases take a 
reasonable approach.

Senator Thorvaldson: But supposing you were replaced in a month or two 
by a bad Tory or a bad N.D.P. who was not as generous in his attitude to 
these people?

Senator Power: The Tories have wrecked the country anyhow.
Senator Thorvaldson: Mr. Chairman, I think we are in the same position 

here as we were with Mr. Bennett of British Columbia. I think it was Senator 
Crerar and Senator Roebuck who asked Mr. Bennett about this. He said 
everything the Government of British Columbia does in the next 20 years 
will be perfect, and naturally he was asked, “Do you expect to be Prime 
Minister of British Columbia for the indefinite future?” Of course, he replied 
that he did. But that is the principle involved here. I am not referring to you, 
Mr. Minister, as a person: I am referring to the Minister of Labour, whoever 
he may be.

Under section 51 and other sections of the act, isn’t it correct that he has 
very broad discretion in these matters, and that for the first 18 months the 
shipping industry, or these other industries, will be entirely at the discretion 
of your thinking in these matters; and, as you have said, your thinking will 
be influenced by the officials of your department?

Hon. Mr. MacEachen: Well, I do not think I said that.
Senator Thorvaldson: Well, is that an accurate picture of these matters?
Hon. Mr. MacEachen: I think from clause 51 it is pretty clear that the 

minister decides for the first 18 months on the deferment. That is clear. At 
that point the minister will set up an inquiry.

Senator Thorvaldson: That is after the 18 months?
Hon. Mr. MacEachen: No, I would think, immediately. Once a deferment 

is granted an inquiry would be set up so the facts would be disclosed and 
recommendations made well before the expiry of the 18 months, so an 
appropriate regime could be established for the ensuing period or periods.

Senator Thorvaldson: Then it is true the inquirers or judges of this matter 
will be persons appointed by the minister?

Hon. Mr. MacEachen: Yes, they will be appointed by the minister.
Senator Thorvaldson: I know you say you would have fair-minded people
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Hon. Mr. MacEachen : Surely, we have had quite a lot of experience in 
this country with boards of inquiry and the kind of person that is asked 
to conduct a board of inquiry. We have just appointed one recently to enquire 
into the run-throughs, and we had Mr. Justice Freedman of the Court of 
Appeal. Under the Industrial Disputes and Investigations Act the department, 
not only under the present minister but under previous ministers, has had 
occasion to appoint many commissioners. If you examined the quality of the 
commissioners that have been appointed you would not have any doubt about 
the operation of clause 35, because they have all been pretty fair-minded men, 
and we would follow that practice.

Senator McCutcheon: Of course, you are not required to accept their 
recommendations.

Hon. Mr. MacEachen: No, we are not bound to.
Senator McCutcheon: The ministerial discretion continues forever.
The Chairman: Not forever under those circumstances, I would say, sena

tor. If a board of inquiry made a decision in favour of taking a certain course 
of action, and the minister did not make a recommendation in line with that, 
his exposure might be very critical to his future.

Hon. Mr. MacEachen: I have more confidence in the industries that we 
are dealing with than apparently the senator has.

The Chairman: You mean Senator McCutcheon, and not me.
Hon. Mr. MacEachen: Yes.
Senator McCutcheon: I have great confidence in the industry.
Senator Thorvaldson: Mr. Minister, I might continue for a moment in 

regard to the remarks you made about following the advice of your depart
mental officials. I would like to refer you to an incident that occurred in this 
committee this afternoon—

Hon. Mr. MacEachen: I said I would seek, naturally, advice from the 
departmental officials.

Senator Thorvaldson: I realize that—
The Chairman: I did not hear the minister say that he would follow it.
Hon. Mr. MacEachen: No, I did not say that.
Senator Thorvaldson: No. You would seek advice from the officials, 

otherwise you would not need the officials at all. But, for instance, this after
noon counsel to the Senate gave a legal opinion to the effect that the elevator 
operators need not worry because they would be deemed to be managers under 
this act, and consequently they would not be covered.

The Chairman: Wait a minute, senator. That is not exactly what the 
opinion said. What the law clerk said was:

In my opinion, country elevator operators on the basis of the able 
and comprehensive description given as to the nature of their work . . .

That is the qualification. He did not say ipso facto if you call yourself a country 
elevator operator you are excluded. He did not give that opinion at all.

Senator Thorvaldson: Probably it is a good thing that there is that qual
ification there. But, what I am coming to is the fact that there was testimony 
given this afternoon that the elevator industry had discussed this very question 
with your officials, who were adamant in maintaining that the elevator opera
tors could not come under clause 3(3) which exempts managers from the 
Provisions of this bill. Where do the elevator operators stand in that situation, 
Mr. Minister?

Hon. Mr. MacEachen: Am I to understand that the elevator operators 
stated that the officials of the Department of Labour had stated that elevator 
operators were' managers?



152 STANDING COMMITTEE

Senator Thorvaldson: No, that they were not managers, and consequently 
the interest of the elevator people is that their operators be deemed managers, 
and, therefore, come under clause 3(3) (a). According to the evidence today, 
they discussed this matter with the officials of your department who main
tained that elevator operators do not come within clause 3(3) (a).

The Chairman: I think we should tell the minister in that connection 
that there was a letter read here this afternoon which contained an excerpt 
from a letter which the minister was said to have written and in which he 
expressed the view that some elevator operators would come within the 
description of managers.

Senator Thorvaldson: I was coming to that, Mr. Chairman, and you have 
covered it.

Hon. Mr. MacEachen: Well, I have expressed the view, and the Prime 
Minister has expressed the view on behalf of the Government, that possibly 
some elevator operators are managers, but that the bulk of the operators 
are not managers. Ultimately the courts may have to decide, if there is an 
issue. I cannot decide it, and I am afraid my officials cannot. We have told 
frankly what we think the situation was.

Senator Hugessen: Would you tell us what the basis of judgment was 
that the bulk of them did not come within the category of exercising manage
ment functions?

Hon. Mr. MacEachen: I think principally, senator, as I recollect it, quite 
a number of the elevator operators are single persons in the elevator; that 
they have no employees under them. They do not exercise supervisory func
tions over other personnel, and this has been one of the key methods of 
determining who is a manager. As I recollect it, this is the basis of our opinion.

Senator McCutcheon: Under this bill can you exempt, in virtue of section 
51, an industry from the regular holidays?

Hon. Mr. MacEachen: I do not think so. If I can then I did not want it 
to happen.

Senator McCutcheon: In other words, you are taking the position that 
flight crews are going to be paid eight regular holidays where they have 
bargained for none; that the running trades on the railways are going to be 
paid for eight regular holidays when they have bargained for none; and you 
are going to define what shall be paid to a member of a flight crew who works 
on a holiday? This is what concerns me. As I see it, you cannot exempt any 
group from the provisions of whatever the part is that sets up regular holidays.

Hon. Mr. MacEachen: Senator, in this connection we did introduce an 
amendment in the House of Commons, which imposed a condition on the 
granting of the regular holidays.

Senator McCutcheon: What was that?
Hon. Mr. MacEachen: It is in clause 33, and we have now laid down as a 

condition that an employee must be entitled to wages for at least 15 days 
during the 30 calendar days immediately preceding the holiday, and the 
clause adds another condition with respect to an employee in a continuous 
operation such as that of a railway, and that is that such an employee is not 
entitled to pay for a holiday if, having been called in for work, he does not 
work on that day. The original draft had neither of those two conditions in it- 
The reason why these groups you mentioned have not bargained is because 
in the normal course of events they have quite a bit of time off. We say that 
a person is entitled to a holiday if he has worked 15 days within the preceding 
30 calendar days. In other words, his entitlement is based upon three norma 
working weeks, and this will meet some of the problems that have been 
posed.
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Senator McCutcheon: Are you seriously suggesting that that meets the 
objections of the Railway Association and the Air Transport Association?

Hon. Mr. MacEachen: I would not say it fully meets them, but it meets 
them in part.

Senator McCutcheon: To what extent?
Hon. Mr. MacEachen: To the extent that previously in the original draft 

there was no period of entitlement within the 30 preceding calendar days.
Senator McCutcheon: This is really the Government getting into the 

collective bargaining business with the strongest unions and the highest paid 
people in the country. Now, do you consider that to be your function, Mr. 
Minister?

Hon. Mr. MacEachen: No, I believe in collective bargaining, and I re
sisted, if you noticed in the press, a number of efforts to increase the 
scope of this bill, and to increase the area of encroachment. No doubt, to the 
extent that this bill establishes conditions, it does enter a field that might 
normally be occupied by collective bargaining. I think the defence for that 
entry is that we are establishing minimum standards; that these are minimum 
standards generally prevailing, and that there is a great scope beyond those 
minimums as has been obvious from the evidence, for the free flow of collective 
bargaining.

Senator McCutcheon: You would not accept the fact that there may be 
certain groups who do not require these minimum standards, which inevitably 
cut right through the heart of collective bargaining agreements that have been 
worked out over a period of many years?

The Chairman: If they do not require them, then it must be that they 
have more favourable conditions.

Senator McCutcheon: I don’t agree with your interpretation of the section 
at all, Mr. Chairman.

Senator Croll: Is it your contention that there are groups in this country 
that do not require the protection provided by this Act?

Senator McCutcheon: There are groups in this country that are so 
strongly entranced—

Senator Croll: I understood you to say that there are groups in this country 
that don’t require the protection of the minimum standards in the bill. Was 
I wrong?

Senator McCutcheon: No, you are perfectly right. That is what I said. 
I was referring to two specific groups who are quite capable of looking after 
themselves and who have been looking after themselves for a long time. They 
are among the highest paid trade unionists in the country and we are now 
getting into the situation where you are putting a third party, the Government, 
at the bargaining table.

The Chairman: That is your interpretation, but you are ignoring clause 4.
Senator McCutcheon: We do not agree on that.
Senator Croll: I am still troubled. I don’t see the point at all. Let us get 

this clear. The point made by Senator McCutcheon was that there are groups 
in this country that do not require protection of the minimum standards under 
this bill.

Senator Méthot: Because they have strong unions. You are going to dis
criminate against—

Senator Croll: I was getting to my next question which was whether 
he wanted weak unions.

Senator McCutcheon: I am greatly in favour of strong unions; I have 
dealt with them all my life and I think they are excellent bodies.
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Senator Choquette: I am not going to deal with unions but I would like 
to say that we had strong representations made by experts in the shipping 
industry. That is one industry which is somewhat different from the others 
because of the fact that they only work 8 months out of 12. To compensate for 
the 4 months they are not working they are paid 56 hours per week. Now 
they went so far as to say that if they come under this Act, and if they are 
forced to come under this Act, that the people now earning $6,000, for instance, 
will have their incomes reduced by one third which will bring them down to 
$4,000. I believe in experts in industry, and I think they have got to be 
top-notch men, and I don’t think the Government has top-notch experts unless 
they absorb them. So now I am asking how you will alleviate that problem?

Hon. Mr. MacEachen: What the shipping industry said was that if the 
standard hours, the eight-hour day and forty-hour week, were imposed 
as of July 1st, 1965, these results would follow. They are right.

Senator Choquette: But I am going further in asking about the 18 months 
deferment. Do you still hope to solve that problem?

Hon. Mr. MacEachen: I am absolutely convinced it will be solved.
Senator McCutcheon: It can be solved. Mr. Leitch will just lay up 12 

of his ships and put some of the others under the Japanese flag.
Hon. Mr. MacEachen: That is one of the unfair aspects of the representa

tions made before this committee. Some of the people appearing before you 
have failed to take into account clauses 35 and 51 and some of the briefs 
were written before these amendments were passed in the House of Commons 
and are based exclusively on the assumption that on the 1st of July, 1965 the 
conditions will be imposed, period.

Senator McCutcheon: I accept your good faith completely, Mr. Minister, 
but if I were in the shipping business I would not want to live at all times 
under the guillotine. That is the position the shipping industry will be in.

Hon. Mr. MacEachen: That is a very picturesque way of putting it, but 
it is wholly inaccurate. It is a completely inaccurate way of describing the 
situation.

Senator Thorvaldson: I want to challenge the statement made by the 
Minister when he said that the briefs presented did not have recognition of 
the inclusion of clause 51 and the amendments made in the House of Commons.

The Chairman: He did not say the various briefs.
Senator Thorvaldson: Every man who appeared here before the com

mittee was very knowledgeable on the last and the least amendment made in 
the bill in the House. As far as I know, I feel they all gave their testimony 
and presented their briefs in the light of section 51.

Senator Croll: I think I should say at this point that I don’t know any
thing about the people who gave the brief ,but I would remind the senator 
that when he spoke in the House he used the oldest brief available, dating 
back from last October, because I had the same briefs in front of me criticiz
ing the bill.

Senator Choquette: They were all the same ones that were sent to us.
The Chairman: We are not going to thresh out here what Senator Thor

valdson said or what briefs he spoke from or on what he based his remarks 
when he spoke in the House.

Senator Thorvaldson: I want to challenge the suggestion that any state
ment made on those briefs was inaccurate.

Senator Croll: Not inaccurate. I said they were old briefs.
The Chairman: Are there any other questions that are relevant? Senator 

Lambert?
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Senator Lambert: I want to return to the earlier reference to the country 
elevators. You used the phrase “averaging” in connection with the adjustment 
of the claims made here. We had today evidence given by representatives of 
competitive organizations in the elevator business in Western Canada, and 
they were unanimous in saying that due to conditions over which no human 
being has any control whatever, it would be impossible to observe the require
ments unless there is enough elasticity in sections 4 and 51 to meet these 
conditions. There is a situation existing and which prevailed during the bumper 
crop over a year ago where it is essential for the benefit of all concerned, in
cluding the country as a whole, that the grain should be moved and shipped 
where it is expected to go in the markets of the world. How are you going to 
average a period of that kind with the period, in the wintertime, for example, 
or in the summer before the crops come in, when they are reduced to actual 
operations of probably a few hours a day. I would like some more enlighten
ment on this subject of averaging out and how are you going to meet the 
situation.

Hon. Mr. MacEachen: The proposal is as in clause 5—
(2) Where the nature of the work in an industrial establishment neces
sitates irregular distribution of an employee’s hours of work, the hours 
of work in a day and the hours of work in a week may be calculated, in 
such manner and in such circumstances as may be prescribed by the 
regulations, as an average for a period of two or more weeks.

Now, at certain periods of the year, as I understand it, the elevators are 
open 10 or 12 hours a day. They may be open for long hours and they must 
be open in order to provide service to the farmers.

Senator Lambert: Under the Canada Grain Act they must be there to 
provide that service.

Hon. Mr. MacEachen: At other times of the year the elevator operators 
presumably work 3 or 4 hours. The provision here is that in order to comply 
with the 8-hour day the hours of work may be averaged over a period of as long 
as a year so that the long day may be balanced against the 4-hour day.

Senator Lambert: For a number of years, there was so much wheat piled 
up in western Canada that they were never closed at all. They were on a quota 
system of being permitted to deliver 4 bushels to the acre until they got 
enough clearance for another quota to be delivered. In that event there were 
also periods in winter when they were open 4 hours a day in order to move 
the crop to terminals to supply orders that were available. I do not see how you 
could average this.

Hon. Mr. MacEachen: You would regard that as an exceptional situation?
Senator Lambert: Yes. I am referring to the whole operation of the grain 

business in western Canada, in the grain elevators, as an exceptional condition. 
You are working under acts of God all the time, which I do not think it is 
within the power of Parliament or anyone else to regulate. They have to be 
met, apart altogether from the status of the agents at the elevators—whether 
they are managers or employees. That is another position which is open to a 
good deal of interpretation, due to the services rendered by those people.

The other point you referred to is that there is only one man in those ele
vators. In my experience and observation, country elevators which are now 
handling capacity of 100,000 bushels, are subject to the services of more than 
one man, and there are assistants. The main consideration is giving service to 
the people who produce the grain to go through these elevators. I would hope 
that there would be enough elasticity in that section 4, particularly, and in 
section 51, to meet that situation.
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Hon. Mr. MacEachen: We believe we can meet this problem by the 
averaging. If we cannot, then there is sufficient elasticity in clause 51 to 
provide a system of hours that will insure that the elevators will be open to 
service the farmers as required.

Senator Lambert: That is adequate assurance all right, but this act does 
not express that point, I do not think.

The Chairman: If they get to that—
Senator Lambert: You will hear about it then, I am telling you, if that 

situation arises such as has arisen in fairly recent years. There will certainly 
be a howl set up to liberalize it.

The Chairman: You will never cover all the possibilities the first time 
round.

Senator Lambert: That is true, but why start before they come?
Senator Isnor: I do not suppose the minister has had a chance to read 

the printed minutes of various briefs as presented to us, because we received 
copies only today.

The Chairman: I think he read the proceedings of everything except 
today.

Senator Isnor: I was impressed by one brief which has not been mentioned 
up to the present, namely, the position taken by the C.N.R. so far as hotels 
are concerned. They pointed out there was a very distinct discrimination be
tween C.N.R. and C.P.R. They stressed to a greater extent park hotels such as 
Jasper. They pointed out that it was a real discrimination. Has the minister 
had an opportunity of reading the C.N.R. hotel brief. If so, would he care to dis
cuss that point raised as to whether there is discrimination between C.N. 
and C.P.

Hon. Mr. MacEachen: I have read the brief and in this bill we are proposing 
a minimum rate of $1.25 an hour. By circumstances, the Canadian National 
hotels are under our jurisdiction and for that reason are subject to the $1.25. 
It is a fact that other hotels are not subject to the $1.25.

Senator Roebuck: Did you observe that we questioned—not everybody 
did but I raised the question—as to whether by constitutional law the hotels 
of the C.N.R. were under our jurisdiction. It has been assumed that they were 
in the past, purely by reason of the fact that the assets are owned by the 
nation, that therefore the relationship between the employer and the employee 
is under the jurisdiction of the Dominion Government. That assumption, I am 
not so sure, is true. The railway management certainly those before us, were 
not at all sure that they were under our jurisdiction. If they are not, then 
that problem of the unfairness as between C.N. and C.P. and many other 
hotel interests, disappears.

Hon. Mr. MacEachen: My advice is that the C.N. hotels are under this 
bill. They are considered to be subject to federal labour legislation as being 
part of the operations of a crown corporation, established to operate and main- 
tain a national system of railways. That is my advice.

Senator Roebuck: A hotel is not a system of railways.
The Chairman: The Saskatchewan Court of Appeal has said exactly the 

opposite to what you are saying, senator.
Senator McCutcheon: And because they are under federal jurisdiction 

we are entitled to discriminate against them.
Hon. Mr. MacEachen: I think you can put it another way, senator. Be- 

cause they are under federal jurisdiction, we have an opportunity to do some' 
thing about the wage rates of the employees.
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Senator Roebuck: That is right, that is correct.
Senator Isnor: I wanted to stress the point the minister has just made. 

If you bring the C.N. hotel system under this bill, that will certainly be dis
criminating in so far as other hotels, namely, C.P. and the local or privately 
owned hotels and motels also, which do not come under it. I would not think 
that that is the purpose of the bill.

Hon. Mr. MacEachen: The alternative would be to exclude the C.N. hotels 
from the bill and by doing that, discriminate against the employes of those 
hotels who are entitled to the same protection that other employees get in 
federal industries. That is another way of looking at it.

Senator Hugessen: Have you not got back to the same question—have 
not those employees got a union of their own and special agreements under 
which they operate and bargain. Is that not something v/hich they have got, 
and why do you want to interfere?

Senator McCutcheon: They will not have many employees unless they 
rent the other hotels. The problem is capable of solution.

Senator Flynn: Would the Queen Elizabeth, managed by Hilton, be in 
the same position as the Chateau Laurier operated by itself? Is not that dis
crimination?

The Chairman: It’ is possible to put all the C.N.R. hotels in the same 
situation.

Senator McCutcheon: The Queen Elizabeth and the Vancouver Hotel 
employees are not affected.

Senator Choquette: Before the minister leaves, I would like to end on 
an optimistic note. I must say that all the briefs we heard so far show that 
the main trouble is the hours of work. I think the majority of them, if not 
all, have asked to be excluded from this act. The question I would like to leave 
with you is this—is there a possibility of any of these special types of in
dustry being mentioned in this act as being excluded from the act? Is that 
going to be taken into consideration?

Hon. Mr. MacEachen: Mr. Chairman, I considered this, I assure you, very 
carefully, since the bill was first introduced on October 1. We concluded that 
it would be wrong to exempt any particular industry or operation at this 
stage from the operation of the bill. We did think it was appropriate to provide 
within the bill provisions that would take into account the various problems 
of these industries. I believe that within the bill that opportunity exists to 
take into account the difficulties of each of these operations.

Senator Choquette: I would like it plainly understood that the briefs 
that were presented to us here were altered from the old briefs, in the light 
of the amendment that you made. They make it plain to us. Those were the 
most recent briefs that were presented.

Hon. Mr. MacEachen: In that case, I was incorrect. I will not get into 
an argument on the point. I thought a number of briefs were in the same 
terms as those that came earlier.

The Chairman: Senator Thorvaldsen says he has one question.
Senator Thorvaldson: Mr. Minister, I noticed that you were impressed 

with the possibility that the elevator operators might come under this system 
of averaging which you referred to. I was wondering if you were aware of 
the fact that they are probably the only employees in Canada that would 
come under this act who have no one to keep their time. They have to keep 
their own time themselves, and there is no one to keep it except the elevator
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operators. Consequently, when you consider that western Canada has ap
proximately 5,000 elevator operators, each one keeping his own time, I am 
wondering what your reaction is to the question of averaging in the light of 
those facts.

The Chairman: If it does not work they will have to try something else.
Senator Croll: What is wrong with an honest man keeping his own 

time?
Hon. Mr. MacEachen: It seems to me that it has been stated by the eleva

tors here that these men are of such a stature and character that they are 
managers. Surely if they are managers in the judgment of the elevators, then 
they ought to be entrusted to keep their own time.

Senator Thorvaldson: I do not think the issue ever was a matter of dis
honesty or not, but do you know of any other situation in Canada that comes 
under this bill where a large body of workers is involved within the terms 
of this bill and keep their own time?

Senator Croll: Members of Parliament keep their own time.
Hon. Mr. MacEachen: No, senator, I do not know of any other; there 

may be others, but I do not know.
Senator Kinley: I cannot conceive in industry of employees keeping their 

own time, and the people who pay them not seeing that the time is right.
The Chairman: If we are through with the minister, I suggest that for 

our consideration of the bill we might meet at 9.30 tomorrow morning, and 
see how much time we have then. If it is going to interfere with other meet
ings during the day, we may not sit the whole morning.

Senator Croll: I should think you would want the largest possible group 
to consider the bill tomorrow morning.

The Chairman: I am suggesting we meet at 9.30 for an hour.
The committee adjourned.
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APPENDIX "A"

Dated 20/6/61

FLIGHT AND FLIGHT DUTY TIMES

1. INTRODUCTION

1.1 This circular outlines standards relative to flight time and flight duty time 
limitations and shall apply to all flight crew members employed in com
mercial air services involving: —
(a) the operation of aircraft having a gross weight for take-off in excess 

of 12,500 lbs., and
(b) the operation of any aircraft on services certificated for operation 

under IFR weather conditions;

Note: Notwithstanding (a) and (b) above, the flight time limitations set 
out herein may be applied to the operations of any air carrier if it is 
determined that such limitations are necessary to maintain an ac
ceptable level of safety in such operations.

1.2 The limitations and definitions set out hereunder have been established 
for the sole purpose of avoiding fatigue which would endanger air 
safety.

2. APPLICATION

2.1 The provision of maximum flight and flight duty times and the minimum 
rest periods hereunder does not relieve a flight crew member from 
complying with Paragraph 408 of the Air Regulations. It shall be the 
responsibility of the flight crew member to refrain from any activity which 
might cause him to be fatigued at the commencement of his duty period.

2.2 It shall be the responsibility of the operator to incorporate in an Opera
tions Manual limitations appropriate to his operation which do not ex
ceed the limitations specified herein.

2.3 An operator shall, when establishing limitations, take into account the 
following: —
(a) type of aircraft, equipment and crew complement;
(b) frequency of take-offs and landings;
(c) times of scheduled arrivals and departures;
(d) route flown;
(e) rest and flight relief facilities;
(f) the probability of operational delays.

3. DEFINITIONS
3.1 Flight Crew Member—is as defined in Sub-section 32, Section 101, Part 

I of the Air Regulations.

3.2 Flight Time—is the total time from the moment an aircraft first moves 
under its own power for the purpose of taking-off until the moment it 
comes to rest at the end of the flight.
Note: Flight time as here defined is synonymous with the term “block 
to block” time in general usage which is measured from the time the air
craft moves from the loading point until it stops at the unloading point.
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3.3 Flight Duty Time—is the time necessary to prepare for, execute and 
terminate a flight or series of flights and the administrative functions 
associated therewith.
Note: The term “series of flights” is used to indicate flights uninterrupted 
by a rest period.

3.4 Flight Relief—are accommodations available to the flight deck which pro
vide privacy, ventilation, and adequate dimensions for prone rest.

3.5 Flight Deck Duty Time—is any portion of flight time spent at a position 
for which a flight crew member is required.

3.6 Rest Period—is a period spent on the ground during which a flight crew 
member is relieved of all duties associated with his employment.

3.7 Period of Time—is as follows:
Day—24 consecutive hours 
Month—Calendar month
Quarter—Any designated 3-month calendar period 
Year—Calendar Year

4. FLIGHT TIME LIMITATIONS
4.1 The flight time of a flight crew member shall not exceed:

(a) 120 hours in any month;
(b) 300 hours in any quarter;
(c) 1200 hours in any year.

5. FLIGHT DUTY TIME LIMITATIONS
5.1 The flight duty time of a flight crew member shall not be scheduled or 

planned to exceed 15 hours in any day, except under the following 
circumstances : —

(a) the flight crew includes 3 or more pilots, at least 2 of whom are 
qualified by the operator to act as pilot-in-command; and

(b) flight relief facilities are available for each flight crew member 
relieved; and

(c) no flight crew member is scheduled to exceed 12 consecutive hours 
flight deck duty time; and

(d) the flight duty time does not exceed 24 hours.

6. EXTENSIONS OF LIMITATIONS
6.1 The limitations herein may be extended if, in the judgment of the pilot- 

in-command, it is safe to do so for the following purposes:
(a) engagement in search and rescue activities;
(b) provision of relief in cases of distress;
(c) completion of a flight duty period which operational conditions has 

extended beyond the limitations.

6.2 When the daily flight duty limitation period of 15 hours is exceeded by 
more than 2 hours, and subject to the exceptions in 5.1 above, or when any 
other of the limitations are exceeded by any amount, a report in a method 
acceptable to the Department of Transport shall be made by the pilot-in- 
command to the operator.
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7. REST PERIODS
7.1 A rest period of sufficient length shall be provided which, taking into

account the amount and type of duty preceding and following the rest 
period, will ensure time for adequate rest prior to undertaking a flight.

7.2 A rest period shall in no case be less than 8 consecutive hours, unless in
the opinion of the flight crew involved an earlier departure would not 
jeopardize the safety of the operation.

PACIFIC WESTERN AIRLINES LIMITED 

Northern Division
To: Flight Attendants, N.D. From
cc. Supt. of Industrial Relations, VR 

Supt. of Passenger Services, VR 
Flight Dispatch, XD Date:
Personnel, XD 

Re: Stewardess crew cycle

Please find the attached copy of your July cycles on which you are 
requested to submit your choice in accordance with base seniority and return 
to this office not later than Monday, June 22nd, 1964. Any persons not sub
mitting their choice by that date will be assigned a cycle which has not been 
previously selected.

Since a large percentage of our staff are relatively new hires on probation, 
it may become necessary in some cases to assign cycles or flights for training 
purposes. The designator “CH” has been used to indicate the Great Bear 
charters departing Edmonton Saturday mornings.

When all cycles have been assigned as per your bids and seniority, your 
copy of the cycle will be returned to you and will outline your schedule for 
the month of July, 1964.

Supervisors of Passenger 
Services, N.D.

File: 17.11.55 
June 15th, 1964.
July, 1964.

G. K. Petri

GKP/iaap

21840—6
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4. 19 R 151
40
42 151 181 181 181 51 183 181 151 183 86:00

5. 19 151 181 181 181 R 151 183 151 181 151 R 181 83:00

6. 19 181 181 R 181 151 181 151 R 181 151 181 151 84:00

7. 18 151 181 183 181 181 151 181 181 181 181 40 181 181 85:00

8. 11
40
42

40
42

40
42 44 44 289

40
42

40
42

40
42

40
42

40
42 44 44 44 44 CH

40
42

40
42

40
42

40
42 81:40

9. 10 44 44 44 CH
40
42

40
42

40
42

40
42 44 44 44 289

40
42

40
42

40
42

40
42

40
42 44 44 44 44 82:50

10. 15

D/H
SM
195

193
194

195

153
D/H
XD 44 145 145

143
241

143
241 R CH

143
241

143
241 145 145

143
241 85:45

11. 13
143
241

143
241

D/H
SM
195

153 195 193
194

195

153
D/H
XD 44 145 145 181

143
241

143
241 181 145 145 R 85:15

12. 13
143
241

143
241 44 145 145 44

D/H
SM
195

153 195 193
194

195

153
D/H
XD 145 145 181 R

143
241

143
241 82:45

13. 13 183
143
241

143
241 183 R 181

143
241

143
241 44

D/H
SM
195

153 195 193
194

195

153
D/H
XD 181 R 145 83:15

14. 13 145 145
143
241

143
241 R CH 145 145

143
241

143
241 145 145 44

D/H
SM
195

153 195 193
194
195 

D/H
XD

85:30

15. 14 145 145 R 181 145 145
143
241

143
241 145 145

143
241

143
241 145 145 42

143
241

143
211 85:00

162 
STAND

ING CO
M

M
ITTEE



21840—
6J

16. 14 1 CH R R R 289 R R R R R R R R CH R R R 30:40

17. 12 R R R R R R CH R R 289 R R R R R R R R R 26:50

18. 13 R R R R R R R R R R CH R R R R R R R 9:00

19.1. Pawliuk V A c A T I 0 N

20. J. Goodall R R

Average 15.1 days off in the month.

BANKING AND CO
M

M
ERCE

 
163



164 STANDING COMMITTEE

TYPICAL DAYS OFF/DAYS WORKED—SALARY BASED 
ON QUARTERLY BID PERIODS

E at domicile Days off away Days worked Salary
44 17 31 $6,987.58
40 22 29 $6,804.52
42 9 40 $6,639.74
42 13 37 $6,487.74
44 18 30 $6,526.42
44 16 32 $6,626.61
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APPENDIX "B"

THE SHIPPING FEDERATION OF CANADA

326 Board of Trade Bldg.,

Montreal 1

December 10, 1964.

COPY

File: LS.17—16

The Honourable Allan J. MacEachen, 
Minister of Labour,
Ottawa, Ontario.

BILL C-126

Sir:

We wish to refer you to our letter dated October 22nd, your reply dated 
October 26th, our telegram on November 9th and your written acknowledge
ment dated November 13th, all on the subject of the proposed Federal Labour 
Code.

We much appreciate your kindness for giving us the opportunity to 
submit to you further representations on this subject and we now set out, in 
more detail, conditions obtaining in the steamship and stevedoring industries 
in Eastern Canada, which, in our opinion make it impracticable for them to 
operate within the restrictions envisaged in Bill C-126.

1. Shore labour at St. Lawrence and Maritime ports is Unionized and is 
hired on a period by period basis (a period is generally four hours) by a 
number of employers—such labour can work for one employer in the morning, 
another in the afternoon and still another in the evening—or in other words a 
shore labour employee can work for thirteen employers in any given week 
at Montreal. The same circumstances exist at other St. Lawrence ports and 
at Maritime ports, although there are fewer employers at these ports. The 
men are paid weekly by the individual employers separately. Shore labour 
at these ports, therefore, is employed on a casual basis. Employees are not 
permanently employed by any one employer for more than a period—they 
must be called back for a subsequent period if required. The ship, which in 
fact is the actual employer, has no control over the number of employees on 
strength with the Union Locals, and, as will be seen from the attached agree
ments, preference of work must be given to their members.

2. The ship, not the employer, is the sole factor which determines when 
an employee works. A vessel may be delayed on an ocean crossing by adverse 
weather, or may be delayed sailing from any foreign port due to any number 
of reasons, i.e., late arrival of cargo, shore labour strikes, weather conditions 
preventing loading or discharging, towboat strikes, congestion, etc., etc., which 
delays her arrival at a Canadian port necessitating round-the-clock loading 
and/or discharging operations to make up this lost time for the purpose of 
keeping to advertised schedule dates. The employers, therefore, have no control 
over the hours worked by any given shore labour employee during any given
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day or week. It is the presence of the ship and her ability to work cargo that 
governs. This ability to work cargo is also subject to weather conditions being 
favourable—(vessels do not normally work in the rain because of damage 
to cargo) and the availability of cargo which may be late in arriving. The 
early arrival of cargo at the dock is also susceptible to a variety of obstacles, 
i.e., traffic congestion in the case of trucked cargo, railway shunts to the par
ticular pier where the ship is loading in the case of railed cargo, etc.—these 
problems are particularly prevalent at the Maritime ports during the winter 
season when winter weather conditions make it much more difficult to main
tain speedy cargo delivery. If a prolonged period of bad weather occurs, either 
winter or summer, work must stop until the weather improves. This lost time 
therefore must be made up by the ship or ships and accordingly much over
time work is required. These are the chief factors which set this industry 
apart from shore-based industries—the “factory” so to speak is movable and is 
subject to so many indeterminable factors which govern its arrival and de
parture, and, consequently, its ability to know in advance when and how 
much work it can provide. Very often advance notice of work is limited to 
a few hours due to fog conditions in the St. Lawrence River or on the coast 
and to harbour congestion which requires a vessel to anchor awaiting a berth.

3. The climate of Eastern Canada requires the working of ships in St. 
Lawrence ports primarily during the summer, which ships transfer their 
operations to the Maritime ports of Halifax and Saint John during the winter. 
It will be seen therefore that shore labour in these areas is seasonally em
ployed—approximately 8£ months in the St. Lawrence and 3£ months in the 
Maritimes. Employees accordingly seek as much employment as possible during 
the open season, and welcome all the overtime work at premium rates as 
they are able to obtain. Under these circumstances, the Unions involved are 
reluctant to increase their memberships which would spread the available 
hours of work over a greater number of employees and consequently reduce 
their earnings. The seasonal aspect of navigation at the St. Lawrence ports 
creates, even now, a considerable problem during the final few weeks of 
operation in November/December when weather conditions are often unsuit
able for the loading and discharging of cargo. Congestion in the river ports 
is at its peak at this time of year because of slow vessel turn-round due to 
the above-mentioned reason. Labour begins to disperse in early December 
to winter jobs necessitating the forces available to work much overtime, which, 
although they are quite willing, further contributes to slow turn-round. Letters 
of credit and other banking documents on export cargo expiring at this time 
of year create another very serious problem and round-the-clock operations 
are frequently required in order to allow the issuance of bills of lading prior 
to expiry dates. It will readily be seen that the proposed legislation would 
seriously compound all these problems. If men who have worked over the 
average number of hours allowed by the legislation cannot work when needed 
at this time of the year the labour shortage would be critical, quite apart from 
the fact that, in this industry, where labour works for as many as 13 employers 
during the season, calculation of each employee’s average weekly hours worked 
for all employers collectively over the season, which would have to be known 
by each employer at this time of the year, on a day-to-day basis, even on a 
period-to-period basis, would practically speaking, be impossible.

4. The rates of wages currently being paid to shore labour by the ships 
is at a very generous level (see copies of collective agreements attached). If 
employees are forced to curtail their hours of work, which we are convinced 
they would be most reluctant to do, demands would undoubtedly be forth
coming for compensation by the ship to make up their normal seasonal earn
ings. If agreed, this would entail increased rates of wages and consequently
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higher costs of loading and discharging cargo, culminating finally in higher 
ocean freight rates on commodities—an obvious detriment to Canada’s export 
and import trade.

5. As provided in the proposed Bill, an employee is to have seven statutory 
holidays with pay during a calendar year, and if he is required to work on 
any such holiday he is to be paid his normal pay for that day plus an amount 
equal to times his normal pay. It will be seen in the collective agreements 
submitted with this brief that holidays are provided for, on which, if an em
ployee works, he is to be paid double the normal rate. In the light of the 
foregoing explanation of how shore labour employees are employed it will, 
we submit, be obvious that it would be impossible to determine who is to 
pay an employee if he is not employed on any given holiday. Such an em
ployee is, in fact, unemployed on that day in that he is not on the payroll of 
any employer. Holidays are agreed upon in the stevedoring industry through 
collective bargaining and should a ship elect to work on a holiday stipulated 
in the agreement, it must pay double-time to any employee covered by such 
agreement who is employed on that day. The factors governing whether or 
not a ship will work on a holiday are as aforementioned, i.e.—availability of 
cargo, weather conditions, late arrival of the ship due to delays at other ports 
or weather en route necessitating the quickest possible turn-round to main
tain schedules, etc. •

6. Hours of work by shore labour at the principal St. Lawrence and 
Maritime ports over the past three years, divided into categories of total hou” 
worked throughout the year by employees is attached for your information. 
It will be seen from this statement that, when basing averages on 37 weeks’ 
work at the St. Lawrence ports and 15 weeks’ work in the Maritimes, which 
are in effect the respective open seasons of navigation, a very large percentage 
of the employees at the Maritime ports of Saint John, N.B. and Halifax, N.S. 
work well in excess of 720 hours over the season, or more, on an average, 
than the 48 hours per week allowed by the proposed legislation. At the St. 
Lawrence ports of Montreal, Three Rivers and Quebec the percentages are 
smaller but nonetheless important. At the ports of Saint John and Halifax 
particularly the new legislation would require a considerable increase in the 
labour force to ensure that no one in the industry works more than an average 
of 48 hours per week. We would be very fearful, however, that such a 
restriction would make the industry completely unattractive to new labour 
and, moreover, we are convinced that great difficulty would be had in retain
ing the present labour force under these conditions. This labour force, to a 
large extent, has been employed in this industry all their working lives and 
are accustomed to working in outside winter conditions. They are experienced 
in their work and perform well. If the chief attraction to this industry in the 
ports mentioned, which is the ability to work a short season with high 
remuneration, is removed, a large part of the existing force will leave the 
industry and, of necessity, seek other employment in an effort to maintain a 
standard of living.

7. Finally, a serious hardship would be felt by the steamship and 
stevedoring companies under Bill C-126 in respect of certain members of 
their office staffs who, due to the uncertainties involved in steamship opera
tion as illustrated above, are required to work very frequently during over
time hours, for which of course they receive remuneration.

We would respectfully request that, in view of the foregoing, and in the 
particular interest of keeping cargo handling costs to a minimum, and, con
sequently transportation costs of Canada’s foreign trade competitive, careful 
consideration be given to imposing any restrictions, as would flow from Bill
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C-126, on the shipping and stevedoring industries of Canada. We would further 
ask that an opportunity be given the Federation to be heard when the said Bill 
is in public Committee.

Respectfully yours,

C. T. Hearns, 
General Manager.

CTM: kp 
Encs.

Year Ended November 30/61
Hours Total

1500- 1750- 2000- 2500 & ILA
1749 1999 2499 Over Total Force

Montreal ........................ 551 283 103 14 951 3065
Quebec ................ ......... 157 52 13 6 228 511
Three Rivers .... ........ 63 33 18 7 121 365

Year Ended November 30/62
Hours Total

1500- 1750- 2000- 2500 & ILA
1749 1999 2499 Over Total Force

Montreal .............. ........ 637 201 101 14 953 2919
Quebec ................ ........ 172 43 17 3 235 508
Three Rivers .... ........ 54 26 10 7 97 399

Year Ended November 30/63
Hours Total

1500- 1750- 2000- 2500 & ILA
1749 1999 2499 Over Total Force

Montreal .............. ........ 749 394 149 25 1317 2867
Quebec ................ ........ 126 109 43 9 287 511
Three Rivers .... ........ 51 39 17 9 116 383

Year Ended November 30/61
Hours Total

0- 250- 500- 750- 1000- 1250- 1500 & ILA Men
249 499 749 999 1249 1499 Over Working

Saint John . . 352 320 761 440 142 46 29 2090
Halifax .... . 124 133 187 202 231 192 234 1303

Year Ended November 30/62
Hours Total

0- 250- 500- 750- 1000- 1250- 1500 & ILA Men
249 499 749 999 1249 1499 Over Working

Saint John . . 366 387 655 295 154 66 36 1959
Halifax ......... 129 89 195 240 259 148 188 1248

Year Ended November 30/63
Hours Total

0- 250- 500- 750- 1000- 1250- 1500 & ILA Men
249 499 749 999 1249 1499 Over Working

Saint John . . 310 227 589 473 190 80 55 1924
Halifax .... 79 74 183 229 255 170 199 1189
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THE SHIPPING FEDERATION OF CANADA

326 Board of Trade Bldg.

Montreal 1

February 12, 1965.

File: LS. 17-16

Hon. Allan J. MacEachen,
Minister of Labour,
Ottawa, Ont.

Sir:
We thank you for your letter dated December 17, 1964, which was in 

reply to ours dated December 10th on the subject of proposed Bill C-126 and 
its effect on the shipping and stevedoring industry.

The Ministerial permit provided for under Section 9 of the Bill covers 
exceptional circumstances which we feel obtain perpetually in the stevedoring 
industry. Even during the winter season at the St. Lawrence ports when 
stevedoring activity is very limited, although this is increasing each year, 
the vast majority of longshoremen find other employment, or take advantage 
of unemployment insurance, leaving a nucleus of labour available to perform 
the necessary work on those vessels which maintain services to these ports 
at that time. In other words, although work is reduced, so is the labour force, 
resulting in much the same working conditions, so far as hours of work are 
concerned, as prevail in the summer time.

We would like to reiterate that the number of hours of work available for 
longshoremen is impossible to forecast, even a week ahead, for the reasons 
set out in our letter dated December 10, 1964, and any permit issued under 
Section 9 of the Bill would therefore need to be a blanket one, so far as the 
number of additional hours over 48 per week is concerned, as well as a per
petual one. Advantage would also need to be taken of Section 5(a) of the 
Bill in conjunction with the Ministerial permit, i.e., averaging, which, we 
feel, would have to be done over a full 12-month period.

In the third paragraph of your letter you ask if it would be possible to 
obtain information as to the number of hours longshoremen work for one 
employer during a season. Although this information is very difficult to obtain 
in respect of each and every longshoreman, we were able to secure an analysis 
of the total hours worked by regular gang foremen for the main stevedoring 
companies at the five ports of Montreal, Three Rivers, Quebec, Saint John and 
Halifax. (Each foreman represents approximately 20 men for the purposes of 
this analysis.) This analysis is attached. The figures under “Sole Employer” 
represent the total number of hours worked by each foreman and his gang 
for one company only. The figures under “Principal Employer, but also worked 
for all other Employers” represent the total number of hours worked by other 
foremen and their gangs for all companies, although these foremen and their 
gangs worked the majority of those hours for the one employer. The number 
of foremen covered in this analysis represents a large majority of the total 
work force at each port.

If the provisions described in the first paragraph of this letter were obtain
able by our industry under the legislation, which we feel they must be if
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cargo handling and other related costs are to be kept to a minimum, the 
purpose of the Bill, so far as the steamship industry is concerned, would 
not be achieved and supports our contention that such restrictive legislation 
should not apply to this industry.

Respectfully yours,

C. T. Mearns, 
General Manager.

Sample of Longshoremen’s Hours worked for Period Dec. 1/63—Nov. 30/64

PORT OF MONTREAL

Employer No. 1
(Each Sole employer Principal employer, but also worked
Foreman) for all other employers
Hours: 2250, 2283, 2175, 2046, 2040, Hours: 1237, 3132, 1854, 1769, 1503, 

1945, 2047, 1893, 1935, 1805 1627, 1389

Employer No. 2
Hours: 1672, 1319, 1251, 1474, 1317 Hours: 1286, 1264, 1146, 1415, 1217,

1154, 1157

Employer No. 3
Hours: 2469, 1978, 1704, 1446 Hours: 1456, 1281, 1221, 1542, 2169,

1636, 1604, 2036, 1442

Employer No. 4
Hours: 2460, 2310, 2534, 2520, 3453, Hours: 710, 741, 2028 

2268, 2352, 2229, 2093, 2106, 2214,
1982, 1320, 1897, 2000, 1639, 1930,
1935, 2085, 1995, 2078

Employer No. 5
Hours: 1141, 1457, 1476 Hours: 1628, 2156, 1471, 1469

Employer No. 6
Hours: 2550, 2725, 1775, 2176, 2975,

2811, 2215, 2258, 1729, 1707, 1675,
1592, 1577, 1778, 2110, 1548, 1329,
1584, 1607, 1579, 1197, 1614, 1659.

Employer No. 7
Hours: 2238, 2288, 1704, 2085, 1839, Hours: 1596, 1709, 1754, 1507 

1016, 1558, 1571, 2233

Hours: 1930, 1819, 1444
Employer No. 8

Hours: 1410, 1530, 1675, 1458, 1192
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PORT OF QUEBEC

Employer No. 1
(Each Sole employer Principal employer, but also worked
Foreman) for all other employers
Hours: 2043 Hours: 2683, 2541, 2411, 2218, 2020,

2226, 2768, 2713, 2660, 2471, 2216, 
2222

Employer No. 2
Hours: 1630, 2634, 1683, 2066, 2175 Hours: 1661, 1953, 1913, 2039, 2259,

2377

Hours: 3023
Employer No. 3

Hours: 2021, 2232, 2147, 2532, 2578, 
2313

PORT OF THREE RIVERS

Employer No. 1
Hours: 3032, 2212, 2044, 2751, 2992, Hours: 2360, 2688, 1917, 2149, 2258, 

3121, 3449 2007

Employer No. 2
Hours: 2188, 1159, 1323 Hours: 1620, 1469, 1762, 2003, 2202,

2177

PORT OF SAINT JOHN, N.B.

Employer No. 1
Hours: 1109, 2071, 2122, 1499, 2420, Hours: 909, 1562, 1440, 1602, 1020, 

2068 1577

Hours: 729, 756
Employer No. 2

Hours: 824, 914, 771, 818, 1352, 1106, 
829

Employer No. 3
Hours: 823, 649, 986, 740, 958, 648 Hours: 1202, 1475, 872, 1136, 593

Employer No. 4
Hours: 1542 Hours: 1168, 1252, 748, 653, 1475

Employer No. 5
Hours: 1227, 1121, 655, 1578, 1109, 

1029, 1352, 1245, 1618
Hours: 569
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PORT OF HALIFAX, N.S.

Employer No. 1
(Each Sole employer Principal employer, but also worked
Foreman) for all other employers
Hours: 2577 Hours: 2073, 1309, 2488

Hours: 1713, 1064
Employer No. 2

Hours:
876

1085, 875, 1392, 1330,

Hours: 2565, 2015, 1772
Employer No. 3

Hours: 1294, 1171, 1825, 1843

Hours: 2477, 2425, 2774
Employer No. 4

Hours: 1211, 1722, 1553

Hours: 2893
Employer No. 5

Hours: 1249, 1274, 2644

Hours: 2262
Employer No. 6

Hours: 792, 1429, 2111

Hours: 1743
Employer No. 7

Hours: 2330, 1612, 1182 , 1355
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
March 3, 1965.

“Pursuant to the Order of the Day, the Senate resumed the debate 
on the motion of the Honourable Senator Smith (Queens-Shelburne), 
seconded by the Honourable Senator Connolly, P.C., for second reading 
of the Bill C-126, intituled: “An Act respecting hours of work, minimum 
wages, annual vacations and holidays with pay in federal works, 
undertakings and business.”

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

The Bill was then read the second time.

The Honourable Senator Smith (Queens-Shelburne) moved, 
seconded by the Honourable Senator Connolly, 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.”

JOHN F. MacNEILL, 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Wednesday, March 10th, 1965.

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, Baird, 
Beaubien (Bedford), Beaubien (Provencher), Blois, Bouffard, Burchill, Connolly 
(Ottawa West), Cook, Farris, Fergusson, Flynn, Gershaw, Gouin, Hugessen, 
Isnor, Kinley, Lambert, Lang, Leonard, McCutcheon, McKeen, McLean, Power, 
Reid, Roebuck, Taylor, Thorvaldson, Vien and White.— (32).

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

Bill C-126, intituled: “An Act respecting hours of work, minimum wages, 
annual vacations and holidays with pay in federal works, undertakings and 
businesses”, was further considered, clause by clause.

The Honourable Senator McCutcheon moved that clause 2 (f) be amended 
by striking out “Remembrance Day”. The question being put on the motion, 
it was declared Resolved in the negative by the Chairman.

The Honourable Senator Thorvaldson moved that sub-clause (3) (a) be 
amended by adding after “function” the following: “including managers 
and/or operators of country grain elevators as specified in the Grain Act”. 
The question being put on the motion, it was declared Resolved in the negative 
by the Chairman.

The Honourable Senator McCutcheon moved that clause 3—sub-clause (3) 
be amended by adding a new paragraph (c) as follows: “engaged in any 
undertaking subject to the Aeronautics Act, the Railway Act or the Canada 
Shipping Act.” The question being put on the motion, it was Resolved in the 
negative, on the following division:

YEAS 10 NAYS 10

The Honourable Senator McCutcheon moved that clause 8 be amended as 
follows: Line 41, strike out “regular” and substitute therefor the following: 
“the minimum hourly rate prescribed by this Act”. The question being put 
on the motion, it was declared Resolved in the negative by the Chairman.

The Honourable Senator Thorvaldson moved that a new clause 10A be 
added to Part I as follows: “This Part does not apply to or in respect of an 
employee who is in charge of and is responsible for the care, custody and 
control of any work or undertaking, or an integral part thereof declared by 
the Parliament of Canada to be for the general advantage of Canada”. The 
question being put on the motion, it was declared Resolved in the negative 
by the Chairman.

The Honourable Senator McCutcheon moved that wherever the words 
“Part I” appear in clause 51 the following be added thereafter: “or the pro
visions of Part IV”. The question being put on the motion, it was Resolved in 
the negative, on the following division:

YEAS 10 NAYS 11

175
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The Honourable Senator Flynn Moved that a new clause 52A be added 
as follows: “An Order in Council passed under the authority of Section 51 (2) 
shall lapse after one year of its adoption, if it has not been approved by Parlia
ment in the meantime”. The question being put on the motion, it was Resolved 
in the negative, on the following division:

YEAS 7 NAYS 12

On Motion duly put it was Resolved to report the Bill without amendment, 
on division.

It was agreed that a list of Provincial Minimum Wage Rates, supplied by 
the Canadian Labour Congress be printed as Appendix “C” to these Proceedings.

At 10.30 a.rn. the Committee adjourned to the call of the Chairman.

Attest.

F. A. Jackson, 
Clerk of the Committee.



REPORT OF THE COMMITTEE

Wednesday, March 10th, 1965.

The Standing Committee on Banking and Commerce to which was referred 
the Bill C-126, intituled: “An Act respecting hours of work, minimum wages, 
annual vacations and holidays with pay in federal works, undertakings and 
businesses”, has in obedience to the order of reference of March 3rd, 1965, 
examined the said Bill and now reports the same without any amendment.

All of which is respectfully submitted.

SALTER A. HAYDEN, 
Chairman.

I
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THE SENATE

THE STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, March 10, 1965.
The Standing Committee on Banking and Commerce, to which was referred 

Bill C-126, respecting hours of work, minimum wages, annual vacations and 
holidays with pay in federal works, undertakings and businesses.

Senator Salter A. Hayden (Chairman), in the Chair.
The Chairman: I call the meeting to order. This morning we propose to 

go through the bill section by section, and as was indicated last night we propose 
to sit until about 10.30, or perhaps a little beyond that.

Shall section 2 carry?

Senator McCutcheon: I have something to say about section 2, Mr. Chair
man. I refer to subsection (f). I want to help the minister out by moving an 
amendment to strike out in lines 11 and 12 the words “Remembrance Day”.

The Chairman: We have an amendment moved in relation to section 2(f) 
that we strike out the words “Remembrance Day”.

Senator McCutcheon: In the other place a motion was put to amend that 
section by deleting “Remembrance Day,” and the minister and his colleagues 
voted against it.

The Chairman: Are you ready for the question?
Senator White: Mr. Chairman, what is the reason for striking out “Remem

brance Day”?
The Chairman: Well, do not ask the Chair, ask the mover.
Senator White: What is your reason for moving this amendment, senator? 

Why is it unnecessary to include Remembrance Day? If it were not for Remem
brance Day we would not be sitting here so that you could have the right to 
move such an amendment.

The Chairman: Are you ready for the question? All in favour, please raise 
your hands. Contrary?

The motion is lost.

Section 2 carries.

Section 3. Shall section 3 carry?
Senator Thorvaldson: I want to move an amendment to section 3, subsec

tion 3(a). I move that there be added after the word “functions”, these words:
including managers and/or operators of country grain elevators as speci
fied in the Canada Grain Act.

The Chairman: You have heard the proposed amendment. Are you ready 
for the question? Those supporting the amendment please raise their hand? 
Contrary? I declare the motion lost.
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Section 3 carries.
Senator McCutcheon: I move an amendment to section 3, subsection 3, by 

adding a new clause (c), as follows:
engaged in any undertaking subject to the Aeronautics Act, the Railway 
Act, or the Canada Shipping Act.

The Chairman: This amendment is in effect an exemption. Are you ready 
for the question?

Senator Isnor: Would Senator McCutcheon give some reason for his pro
posed amendment?

Senator McCutcheon: We have had abundant evidence in our hearings, 
honourable senators, to convince me, at least, and I think other honourable 
senators that flight crews, for example, are not in the type of employment 
which is susceptible to having a great many of the provisions of this act applied 
to them. The same is true of the running trades of the railways, including dining 
and sleeping car trades, and the same goes for employees generally in shipping. 
The amendment could be narrowed, but I do not think it requires to be nar
rowed, because, again, it is abundantly clear to us, I think, that employees such 
as flight crews, for example, would not be affected, nor other employees engaged 
in undertakings subject to the Aeronautics Act. Other employees than the run
ning trades and dining and sleeping car trades in undertakings subject to the 
Railway Act now enjoy working conditions, by and large, which are equal to 
or better than those which would be established by the minimum provisions of 
this act.

So, for simplicity, my amendment is that all those groups of employees be 
exempted.

The Chairman: We have this amendment proposed as subsection (c) of 
subparagraph 3 of clause 3. Are you ready for the question?

Some Hon. Senators: Question.
The Chairman: Those supporting the amendment, please raise your 

hands.
Senator McCutcheon: Perhaps we could have a roll call vote.
The Chairman: We do not have such a thing here.
Senator McCutcheon: You have had before, with you in the chair.
The Chairman: Those contrary please raise your hands.
All the senators have not voted, but the vote, as recorded, is 10 to 10, and 

the chairman is not put in the position of casting a vote because unless an 
amendment gets a majority it is lost, so the amendment is lost.

Shall section 3 carry?
Some Hon. Senators: Carried.
Senator Thorvaldson: Mr. Chairman, in regard to section 3 and in regard 

to the amendment that I move to section 3(3) (a), I want to say I believe that 
a very strong case was made out yesterday for this amendment by the people 
from western Canada who operate elevators. You will recall—

The Chairman: My own personal view, senator, is they do not need it. 
I mean, they do not need it in the sense that they have it in the use of the 
words “exercise management functions”.

Senator Roebuck: If they do not exercise management functions, they 
ought to be in it.

Senator Thorvaldson: That is the whole point of my proposed amendment, 
that we put it beyond peradventure that that is the case, that they are deemed
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to be managers under the act. Certainly great conflict was indicated in regard 
to the legal position yesterday.

The Chairman: If you exempt them because they are employees under 
the Aeronautics Act, you are importing something that should not be imported 
into this act. There may be some of these who do not exercise management 
functions. I do not know, and I would say neither do you.

Senator Roebuck: They said they were.
The Chairman: For anybody who exercises management functions in the 

grain trade, there will be an exemption in my opinion.
Senator Thorvaldson: But the minister said, “I believe some of these 

people”—and there are 5,000 of them—“exercise management functions, but 
not all of them.”

The Chairman : Then why should we exempt all of them?
Senator McCutcheon: Because he took the position that unless a line 

elevator operator had employees working under him he was not a manager.
The Chairman: That was the minister’s view here. Once this passes into 

law, the interpretation by the department may be the first interpretation, but 
it is not necessarily the last interpretation as to whether they are covered or not.

Senator McCutcheon: What is the objection to making it abundantly 
clear?

The Chairman: The only objection I can see is that the amendment was 
voted down.

Senator Thorvaldson: I want to remark again that there is complete con
flict between the opinion given by our law clerk yesterday and the views of 
both the minister and, according to the evidence here yesterday, the heads of 
the department, the deputy minister and the Department of Labour, who have 
persistently maintained that elevator operators were not exempt, in the view 
of the department. All we are asking is that if this committee agrees that these 
people are managers and should be exempt, then we want to avoid protracted 
litigation on this point.

I am quite convinced, considering the conflicting views of the members of 
this committee and the department, that you will have lengthy litigation which 
will be very irritating to the grain industry in western Canada. Consequently, 
I think it is just good common sense that this committee enact the amendment 
which I suggested, and I would like to come back to it and discuss it.

The Chairman: The amendment has been voted on, so that business has 
been passed over. If there is another amendment you wish to propose, I am 
ready to accept it.

Senator Thorvaldson: Well, there will probably be another forum in which 
we can debate this matter.

The Chairman: Shall clause 3 carry?
Some hon. Senators: Carried.
The Chairman: Shall clause 4 carry?
Hon. Senators: Carried.
The Chairman: Part I, starting with clause 5. Are you ready for the 

question on clause 5? Shall clause 5 carry?
Hon. Senators: Carried.
Clause 6?
Hon. Senators: Carried.
The Chairman: Clause 7?
Hon. Senators: Carried.
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The Chairman: Clause 8?
Some hon. Senators: Carried.
Senator McCutcheon: No.
The Chairman: Is an amendment proposed?
Senator McCutcheon: Yes. I would move that the word “regular” in line 

41 be struck out and that there be substituted therefor “the minimum hourly 
rate prescribed by this act.”

The Chairman: Senator, may I just make a comment? When that question 
was first raised my reaction was the same as yours. On reading it further it 
occurred to me that when they are talking about “regular rate” in connection 
with a minimum wage, the minimum wage is what they are referring to as the 
regular rate of pay.

Senator McCutcheon: I would not like to assume that is the minister’s 
interpretation, and I think this is another case where we might as well make 
it abundantly clear. We are surely not going to put ourselves in the position 
where a man earning $3 an hour should be paid $4.50 an hour, if the bargain 
is that he should be paid $3 or $4 an hour?

Senator Roebuck: It is the regular thing to be paid time and a half for 
overtime.

Senator McCutcheon: Some people don’t.
Senator Roebuck: Most people do. In nearly all the bargains made it is 

time and a half.
Senator McCutcheon: The running trades do not get any overtime.
Senator Roebuck: When they have overtime it is time and a half.
Senator McCutcheon: They don’t. There have been references to that.
The Chairman: Actually, we are supposed to address the Chair when 

making statements rather than having personal arguments. It may well be that 
what is intended in clause 8 is to establish a minimum rate for overtime, the 
same as you establish a minimum rate for regular hours of work. That is quite 
a possible interpretation, and may be a very reasonable interpretation of sec- 
iton 8 that this is, in fact, establishing a minimum overtime rate of 1^ times 
whatever you are paid regularly.

Senator Flynn: I do not think this is the intention of the bill though.
Senator Connolly (Ottawa West): The intention of the bill is surely to 

deal with minimum rates?
Senator Flynn: It seems to me the general intention of the bill is to estab

lish a floor for wages and hours of work, and so on and so forth.
The Chairman: Don’t you think it would be included in that, the minimum 

rate or floor for overtime as it relates to those regular hours of work?
Senator Flynn: I have seen very often that overtime up to a certain num

ber of hours is not paid time and a half, but it is less than that.
The Chairman: Senator Smith.
Senator Smith (Queens-Shelburne) : I wonder if I could be of some assist

ance? I have been informed that an employee’s regular rate is the rate he is 
actually receiving, not the minimum rate specified in the act.

Senator McCutcheon: That is the reason for my amendment.
Senator Smith (Queens-Shelbume) : I am also informed that the overtime 

provision is essentially a provision designed to restrict overtime work where it 
is not necessary, and to compensate an employee for having to work in excess of 
generally accepted standard hours where it is necessary.

An overtime rate based on the minimum rate would have very little sig
nificance, because only a very small proportion of employees subject to this bill
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will be paid at or near the minimum rate. Time and a half the minimum rate 
is $1.87£ an hour. The requirement to pay such a rate for overtime work would, 
of course, be meaningless for anyone employed at a regular rate above that level.

The requirement to pay time and a half the regular rate for overtime is the 
generally accepted method of controlling hours. This has been the method 
adopted in the United States Fair Labor Standards Act, and in Canada in the 
western provinces.

I have been asked if I would make that statement, so that it would be 
before the minister when he proposes to make use of the phrase “regular rates”.

Senator McCutcheon: That being the circumstances, that bears out what I 
have suggested, and I move my motion, seconded by Senator Flynn.

Senator Isnor: Mr. Chairman, may I suggest that instead of the word 
“regular” the word “agreed” should be used . . . “agreed rate”?

The Chairman: No, I do not think it would fit in at all.
In the light of what Senator Smith (Queens-Shelburne) has just said, I am 

ready to say that I think the scheme of section 8 is to establish a minimum over
time rate. I think that is the scheme, and that is consistent with the principle 
of the bill.

Senator McCutcheon: No, completely inconsistent, Mr. Chairman.
The Chairman: We have an amendment. Those who support the amend

ment, will you please raise your hand? Contrary?
The amendment is lost.
Senator McCutcheon: What happens to the collective agreements in these 

circumstances?
The Chairman : Clause 9, shall clause 9 carry?
Hon. Senators: Carried.
The Chairman: Clause 10, shall clause 10 carry?
Hon. Senators: Carried.
Senator Thorvaldson: Mr. Chairman, after clause 10, that is the last clause 

in Part I, I wish to move an amendment. This will be an amendment to Part I 
and it will be numbered 10A and will read as follows:

This part does not apply to or in respect of an employee who is in charge 
of and is responsible for the care, custody and control of any work or 
undertaking, or an integral part thereof declared by the Parliament 
of Canada to be for the general advantage of Canada.

The Chairman : Senator Croll, do you wish to say anything?
Senator Croll: We dealt with that motion already in the same words.
The Chairman: No, not exactly the same words. The intent was the 

same, yes, but the language is different.
Senator Leonard: Is there any act other than the Canada Grain Act that 

this would cover? Would it be concerned with any trade other than the grain 
trade?

The Chairman: No, I don’t think so. What about the Railways Act.
Senator Thorvaldson: I would like to explain my amendment. This 

amendment is suggested by Council for the United Grain Growers of Winnipeg 
for whom Mr. Runciman appeared yesterday. As you all know the grain trade 
in western Canada has been declared many years ago to be a work or under
taking for the general advantage of Canada. If this amendment were passed, 
the only effect it would have in regard to the grain trade is to make sure that 
the managers, the operators of grain elevators would not come within this 
act.
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The Chairman : I don’t think you mean that exactly, because as I recall it 
the wording of your amendment would include every employee. If you read 
again the amendment you propose I think you will find that it would cover 
every employee.

Senator Thorvaldson: No, I shall read the amendment again.
This part does not apply to or in respect of an employee who is in charge 
of and is responsible for the care, custody and control of any work or 
undertaking, or an integral part thereof declared by the Parliament 
of Canada to be for the general advantage of Canada.

In the case of an elevator in western Canada this could only apply to the 
person in charge, who is the operator,—the manager. It will not apply to any 
employees that might be under him in the work.

The Chairman: If he is a manager, he is exempt under the bill as it is.
Senator Thorvaldson: That is what we debated yesterday, and it is a 

matter of grave doubt in my judgment.
Senator Roebuck: We decided that in the vote already.
The Chairman: This is broader; that is why I am allowing the amendment.
Senator Thorvaldson: It is a question of law, in my judgment, as to 

whether these managers are all included in the category.
The Chairman: It is a question of fact—you have to make a finding of 

fact first as to whether or not the person is executing management functions.
Senator Thorvaldson: You will have 5,000 lawsuits on your hands.
Senator Isnor: This is for emergency work only?
The Chairman: This is an amendment which would exclude the employees 

of grain elevators who have the “care, custody and control—”
Senator Thorvaldson: I think that limits the amendment to those with 

management functions in that industry.
The Chairman: If it limits it to management functions, we have already 

dealt with that. I have tried to help you out by saying it was broader.
Senator Hugessen: I am not at all sure that there are not other things 

that have been declared to be for the general advantage of Canada. I remem
ber several provincial railroads which have been declared to be for the general 
advantage of Canada. This amendment might be dangerous unless it states 
clearly what it is intended to include.

Senator Thorvaldson: This amendment is very restrictive and applies 
only in respect of a manager who is in charge of and is responsible for the care, 
custody and control of any work. Surely that would cover people in manage
ment functions.

Senator Roebuck: That would take in the janitor since he is in charge 
of the plant.

The Chairman: Are you ready for the question? Those supporting the 
amendment please raise your hand.

Those opposing the amendment?
The amendment is lost. Section 10 carries.
We move now to part II. Shall section 11 carry?
Hon. Senators: Carried.
The Chairman: Shall section 12 carry?
Hon. Senators: Carried.
The Chairman: Section 13 deals with handicapped employees. Shall sec

tion 13 carry?
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Hon. Senators: Carried.
The Chairman : Section 14 deals with the making of regulations. Shall sec

tion 14 carry?
Hon. Senators: Carried.
The Chairman: Now, part III dealing with annual vacations. Shall sec

tion 15 carry?
Senator Isnor: Not too fast, Mr. Chairman, not too fast.
The Chairman: Sorry. Section 15, shall that carry.
Hon. Senators: Carried.
The Chairman: Section 16, shall section 16 carry?
Hon. Senators: Carried.
The Chairman: Section 17, shall section 17 carry?
Hon. Senators: Carried.
The Chairman: Section 18, shall section 18 carry?
Hon. Senators: Carried.
The Chairman: Section 19, shall section 19 carry?
Hon. Senators: Carried.
The Chairman: Shall section 20 carry?
Hon. Senators: Carried.
The Chairman: Section 21, shall section 21 carry?
Hon. Senators: Carried.
The Chairman : Section 22 dealing with regulations in relation to annual 

vacations, shall section 22 carry?
Hon. Senators: Carried .
The Chairman: Section 23, repealing the Annual Vacations Act, shall sec

tion 23 carry?
Hon. Senators: Carried.
The Chairman: Now we come to Part IV; shall section 24 carry? That 

is the section dealing with general holidays. Shall section 24 carry?
Hon. Senators: Carried.
The Chairman : Section 25 dealing with entitlement to holidays, shall 

section 25 carry?
Hon. Senators: Carried.
The Chairman: Section 26, shall section 26 carry?
Hon. Senators: Carried.
Senator Roebuck: Yes, that is most ncessary.
The Chairman: Section 27, shall section 27 carry?
Hon. Senators: Carried.
The Chairman: Section 28 dealing with substituted holidays, shall section 

28 carry?
Hon. Senators: Carried.
The Chairman : Section 29 dealing with the situation where a person is 

paid on a weekly or monthly basis in relation to holidays, shall section 29 
carry?

Hon. Senators: Carried.
The Chairman: Section 30 dealing with additional pay for holiday work, 

shall section 30 carry?
Hon. Senators: Carried.
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The Chairman: Section 31, shall section 31 carry?
Hon. Senators: Carried.
The Chairman: Section 32, dealing with holiday pay, shall section 32 

carry?
Hon. Senators: Carried.
The Chairman: Section 33 dealing with the conditions or qualifications for 

pay on a general holiday, shall section 33 carry?
Hon. Senators: Carried.
The Chairman: Section 34, shall section 34 carry?
Hon. Senators: Carried.
The Chairman: Now we come to part V. Section 35 provides for the 

authority to set up a Board of Inquiry under this Act. Shall section 35 carry?
Hon. Senators: Carried.
The Chairman: Section 36 provides for the appointment of inspectors 

under the Act, and sets out their duties. That is on page 14. Shall that section 
carry?

Hon. Senators: Carried.
The Chairman: And section 37 deals with the administration of oaths, 

shall that section carry?
Hon. Senators: Carried.
The Chairman: Section 38, shall that section carry?
Hon. Senators: Carried.
The Chairman: Section 39 which contains the provisions for information 

and returns and the keeping of records, shall that section carry?
Hon. Senators: Carried.
The Chairman: Section 40, shall that section carry?
Hon. Senators: Carried.
The Chairman: Section 41, shall that section?
Hon. Senators: Carried.
The Chairman: That is the section that deals with the pay statement to be 

furnished by an employer.

Section 42 deals with offences and penalties. Shall it carry?
Hon. Senators: Carried.
The Chairman: Section 43 is the procedure section in relation to that.
Hon. Senators: Carried.
The Chairman: Section 44 provides for the statutory time limit for such 

proceedings.
Hon. Senators: Carried.
The Chairman: Section 45 deals with the enforcement of the payment of 

arrears which an employer has withheld.
Hon. Senators: Carried.
The Chairman: Section 46 deals with the confidential nature of the com

plaint. The identity of a person who makes a complaint is to be withheld.
Hon. Senators: Carried.
The Chairman: Section 47 saves all civil remedies that an employee may 

have.
Hon. Senators: Carried.
The Chairman: Section 48 deals with ministerial orders.
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Hon. Senators: Carried.
The Chairman: Section 49; shall it carry? It deals with the annual report 

which the Minister shall make to Parliament.
Hon. Senators: Carried.
The Chairman: Section 50 deals generally with the making of regulations. 

Shall it carry?
Hon. Senators: Carried.
The Chairman: We come now to section 51 which contains special and 

transitional provisions. Shall section 51 carry?
Senator McCutcheon: No. Mr. Chairman, we have blithely passed all the 

sections relating to general holidays, and if I had thought that there was any 
chance of an amendment being passed I would have moved it at that stage. We 
have had some very strong evidence, particularly as regards the running trades 
on the railways and the flight crews on the air lines, that the provision of 
regular holidays is something that has never been included in any collective 
agreement. The evidence is that there is no such provision in any agreement 
that the running trades have with any railway in North America. We have had 
evidence that under similar acts in the United States flight crews have been 
excepted, and we have the minister’s evidence that there is no power in this 
bill given to any person to relieve an industry, or a group in a particular 
industry—the groups I am referring to, for example—from the provisions of 
Part IV of the bill.

This section will probably need a number of amendments, but I want to 
move, seconded by Senator Flynn, that section 51 be amended so that the 
minister may have the same discretion to except an industry from the applica
tion of Part IV as he now has with respect to Part I, or that subsequent defer
ments can be ordered by the Governor in Council after receiving the report of 
the inquiry.

The Chairman: Does your amendment propose that in subsection 1 of 
section 51 there be added the words “and Part IV” after the words “Part I”?

Senator McCutcheon: No, I think you will have to put in more words 
than that. After “Part I” you might add the words “or the provisions of 
Part IV”, and similar amendments would have to be made throughout the 
section.

The Chairman: Is that the only place in the section where Part I is 
mentioned? No, it is mentioned in subsection 2.

Senator McCutcheon: Yes, it is mentioned at least three more times.
The Chairman: Your amendment is that after “Part I”, wherever those 

words appear in this section, there shall be added the words “and the provi
sions of Part IV”?

Senator McCutcheon: Yes.
Senator Roebuck: I recall that the minister himself said that he hoped 

we would not give him that jurisdiction. He told us that if the bill did not 
exclude that jurisdiction he would not want it. I do not think we should 
thrust upon him a discretion that he does not want, and does not think 
necessary.

Senator McCutcheon: As was mentioned yesterday, how do you determine 
what one and a half times the regular pay of a member of a flight crew is, 
when such a flight crew member is going to be given by Parliament holidays 
for which he has not bargained, and this notwithstanding the fact that he 
works only 85 hours a month.

21842—2
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The Chairman: I think you are making an assumption, senator, that 
in my view is not warranted, because you are ignoring completely the applica
tion of section 4 of the bill. These groups of people you are talking about 
may well come under section 4, in that they may enjoy much more favourable 
benefits than this bill provides.

Senator McCutcheon: There was no witness who seemed to have the 
optimism that you have displayed throughout, Mr. Chairman.

The Chairman: Do not try to put a blight on my optimism.
Senator Flynn: Is there any provision in this bill to the effect that if a 

collective agreement offers more benefits than does the bill then the collective 
agreement would override the provisions of the bill, and that the minister 
can say that?

The Chairman: That is where Senator McCutcheon and I have a difference 
of viewpoint. I say that section 4 does provide that because in my view sec
tion 4 is not intended to say that you can. . .

Senator McCutcheon: Section 4?
The Chairman: Yes, section 4 of the bill. That is not intended to say 

that you can pick the best parts of what the bill can give and then the best 
parts of the conditions you now enjoy, and have the best of all worlds, I 
think you have got to take either one world or the other and decide in which 
one you are going to live.

Senator Hugessen: It is not too clear, though.
The Chairman: It may not be too clear, but that seems to be the only 

reasonable interpretation.
Senator Lambert: Mr. Chairman, do I not understand from the evidence 

that was given yesterday, and the assurance that was given by the minister, 
that there are certain flexible aspects to section 4 and to subsection 3 of 
section 3 that would enable him to make an exception of the application of 
this act to country elevator operators. I understand that would make a great 
deal of difference.

Senator McCutcheon: We are talking about general holidays, senator, 
and I directed my remarks to the running trades and the flight crews. The 
minister said quite clearly that he has no discretion in that area. I am sug
gesting that he be given that discretion.

Senator Leonard : Section 27 is another section that excludes collective 
bargaining agreements.

Senator McCutcheon: Collective bargaining agreements contain no pro
visions with respect to regular holidays.

Senator Roebuck: Mr. Chairman, let me read the clause upon which you 
rely. This is clause 4, which reads:

. . . but nothing in this Act shall be construed as affecting any rights 
or benefits of an employee under any law, custom, contract or arrange
ment that are more favourable to him than his rights or benefits under 
this Act.

Could anything be more clear?
Hon. Senators: Question.
The Chairman: Is there any more discussion?
Senator Roebuck: I have been engaged in negotiating contracts between 

the railroads and their employees for 30 years, and I know very well that 
the fact that they do not get holidays is compensated for in other ways. 1 
cannot tell you the details now because my memory is not that good.
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Senator McCutcheon: Then why not support the amendment and make it 
clear that the minister can wipe out that provision?

Senator Roebuck: Because it is already clear.
The Chairman: Are you ready for the question? Those in favour of the 

amendment please indicate. Those to the contrary? I declare the amendment 
lost. Section 51 carries.

Section 52?
Senator Flynn: I do not know whether this is the proper place for me to 

move a new section, namely, 52A. Section 51(2) gives the Governor in Council 
the power, on the recommendation of the minister, to defer or suspend the 
operation of Part I in respect of the federal work, undertaking or business . . .

The Chairman: Are you now reading section 51?
Senator Flynn: Section 51(2), the last few lines.
The Chairman: Yes.
Senator Flynn: This power of the Governor in Council is indefinite—the 

suspension can be indefinite for years and years. Everywhere in the act 
power is given to the minister, or the Government, to amend or modify the 
act, and it seems to me that this power here goes really too far in that the 
deferment can be, permanent. It also seems to me that that is a strange situa
tion where the Governor in Council could say, indefinitely, with respect to 
an act like that, that it will not apply to a certain trade or occupation.

The Chairman: I do not think that in subsection (3) of section 51 you 
could have a deferment or suspension order by the Governor in Council that 
was not for a period.

Senator Flynn: Well, it has to name a period.
The Chairman: That is right.
Senator Flynn: But if it names five years?
The Chairman: It is still a definite period.
Senator Flynn: May I suggest that subsection (5) would allow the Gover

nor in Council to prolong—
The Chairman: Or vary.
Senator Flynn: —indefinitely, to make it for one year, prolong it for 

another year, and so on, indefinitely.
The Chairman: Or he could revoke.
Senator Flynn: This is rather superfluous.
The Chairman: I don’t know.
Senator Flynn: My submission is that in any event under this section 51 

the Government may suspend indefinitely the application of the act in certain 
areas. There is no doubt about that.

The Chairman: That would be the effect.
Senator Flynn: I do not argue this interpretation. My suggestion would be 

that we should propose some stop or brakes to this indefinite power and I was 
going to move that we add a section 52A in substance as follows, though I am 
willing to change the wording:

52A. An order in council passed under the authority of paragraph 
(2) of section 51 shall lapse after one year of its adoption, if it has 
not been approved by Parliament in the meantime.

Senator Roebuck: One of the permanent exemptions would be for the 
air flight crews.
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The Chairman: The intention is clear, in Senator Flynn’s amendment.
Senator Flynn: My intention is that an amendment should be brought 

before Parliament, when it is desired to give these exemptions, instead of it 
being done by order in council on an indefinite basis.

The Chairman: Honourable senators, are you ready for the question?
Hon. Senators: Yes.
The Chairman: Those supporting the amendment please so indicate. 

Contrary? The amendment is lost. Clause 52—shall clause 52 carry?
Hon. Senators: Carried.
The Chairman: Clause 53, shall clause 53 carry?
Hon. Senators: Carried.
The Chairman: Clause 54 prescribes the commencement of these various 

parts. Shall it carry?
Hon. Senators: Carried.
The Chairman: Shall the title carry?
Some hon. Senators: Carried.
Some hon. Senators: On division.
The Chairman: It is carried, on division. Shall I report the bill without 

amendment?
Some hon. Senators: Carried.
Some hon. Senators: On division.
The Chairman: It is carried, on division.
The committee adjourned.
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Appendix "C"

Provincial Minimum Wage Rates

In each of the provinces a general hourly or weekly minimum rate applies 
to most types of employment. In addition, special minimum rates have been 
set in most provinces which are applicable to a specified industry, occupation 
or class of employees.

General Rates for Experienced Workers 
The general rates are as follows:

Newfoundland: 50 cents an hour (women) ; 70 cents an hour (men)

Prince Edward Island $1 an hour (men)

Nova Scotia: Rates effective from February 20, 1965
(17 years of age and over)
Workers under collective agreement excluded

Halifax, Dartmouth, Sydney
New Glasgow, Truro, Amherst, Yarmouth
Rest of Province

New Brunswick:

Male Female
Zone IA $1.05 .80
Zone IB .95 .70
Zone II .85 .60

for construction, mining, primary$1.05 an hour 
transportation, and logging, forest and sawmill op
erations; 75 cents an hour for manufacturing, food 
processing and wholesale and retail trade; 65 cents 
an hour for service industries.

Quebec:

Ontario:

Manitoba:

Saskatchewan:

Alberta:

British Columbia:

70 cents an hour (Greater Montreal area) ; 64 cents 
an hour (elsewhere in province). In addition to the 
rates set by minimum wage orders, legal minimum 
rates of pay are established for about 250,000 em
ployees in Quebec by the extension of the provisions 
of collective agreements (decrees) under the Col
lective Agreement Act.

$1 an hour ( Oshawa-Toronto-Hamilton zone and for 
men in the other major industrialized areas).
For other workers lower rates have been set, to in
crease at regular intervals, with the result that a 
minimum rate of $1 an hour will be in effect for 
employees of both sexes throughout the province 
by the end of 1965.

75 cents an hour (cities); 70 cents an hour (rural).

$36.50 a week (ten cities and a five-mile radius) ; 
$34.50 a week (elsewhere in province).

$34 a week (centres over 5,000 population) ;
$30 a week (elsewhere in province).
$1 an hour.
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Special Rates

The special minimum wage rates set for an industry, occupation or class 
of employees may be higher or lower than the general rate but in many cases 
are higher, particularly where a rate is set for a craft or skill.

Examples of special rates which are higher than the general minimum rate 
set for the province and which affect substantial groups of employees are as
follows:

Quebec: $1.10 an hour for logging operations 
$1.10 or $1 an hour for sawmills, depending on zone. 
90 cents an hour for employees of municipal and 
school corporations.

Ontario: $1.25 an hour for the construction industry in most 
parts of the province.

Saskatchewan: $1 an hour for logging operations 
$1.05 an hour for truck drivers.

British Columbia: $2 an hour for construction tradesmen;
$1.30 an hour for other employees in the construction 
industry
$1.50 an hour for ambulance drivers 
$1.75 an hour for tradesmen in ship and boat build
ing; $1.25 an hour for other employees in shipyards 
$2 an hour for automotive mechanics;
$1 an hour for other garage employees
$2 an hour for machinists, moulders, refrigeration
and sheet metal trades.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, March 31st, 
1965.

“Pursuant to the Order of the Day, the Senate resumed the debate on the 
motion of the Honourable Senator Connolly, P.C., seconded by the Honourable 
Senator Vaillancourt, for second reading of the Bill C-136, intituled: An Act 
to establish a comprehensive program of old age pensions and supplementary 
benefits in Canada payable to and in respect of contributors.

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 Connolly, P.C., moved, seconded by the Honour

able Senator Vaillancourt, that the 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.”

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Wednesday, March 31st, 1965.

Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 8.00 p.m.

Present: The Honourable Senators Aseltine, Beaubien (Provencher), Bur- 
chill, Choquette, Connolly (Ottawa West), Cook, Croll, Fergusson, Flynn, Ger- 
shaw, Gouin, Kinley, Lang, Leonard, Macdonald (Brantford), McCutcheon, 
Molson, Pouliot, Power, Roebuck, Smith (Kamloops), Taylor, Vaillancourt and 
Woodrow—24.

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

In the absence of the Chairman and on Motion of the Honourable Senator 
Beaubien (Provencher) the Honourable Senator Leonard was elected Acting 
Chairman.

Bill C-136, An Act to establish a comprehensive program of old age pen
sions and supplementary benefits in Canada payable to and in respect of con
tributors, was read and considered.

The following witnesses were heard:
Department of National Health and Welfare: Dr. Joseph Willard, Deputy Min

ister of Welfare. Mr. J. E. E. Osborne, Director, Research and Statistics Division.
Department of National Revenue: Mr. D. Sheppard, Assistant Deputy Minister.
Department of Justice: Mr. D. Thorson, Assistant Deputy Minister.
Department of Finance: Mr. Hart D. Clark, Director, Pensions and Social In

surance Division.
Department of Insurance: Mr. E. E. Clarke, Chief Actuary.

On Motion of the Honourable Senator Smith (Kamloops) it was Resolved 
that all clauses of the Bill be approved with the exception of the Preamble and 
Title.

At 9.45 p.m. the Committee adjourned until April 1st at 9.30 a.m.

Thursday, April 1st, 1965.

At 9.30 a.m. the Committee resumed consideration of Bill C-136.
Present: The Honourable Senators Leonard (Acting Chairman), Beaubien 

(Provencher), Blois, Brooks, Bouffard, Burchill, Connolly (Ottawa West), Cook, 
Croll, Fergusson, Flynn, Gershaw, Gouin, Isnor, Kinley, Macdonald (Brant
ford), McCutcheon, McLean, Molson, Pearson, Roebuck, Smith (Kamloops), 
Taylor, Thorvaldson and Woodrow—25.

The following witnesses were heard:
Department of National Health and Welfare: The Honourable Judy LaMarsh, 

Minister.
Department of National Revenue: The Honourable E. J. Benson, Minister.
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On motion of the Honourable Senator Croll it was Resolved to report the 
Bill without amendment.

At 10.15 a.m. the Committee adjourned to the call of the Chairman. 
Attest:

F. A. Jackson,
Clerk of the Committee.

«



REPORT OF THE COMMITTEE

Thursday, April 1st, 1965.
The Standing Committee on Banking and Commerce to which was referred 

the Bill C-136, intituled: “An Act to establish a comprehensive program of old 
age pensions and supplementary benefits in Canada payable to and in respect 
of contributors”, has in obedience to the order of reference of March 31, 1965, 
examined the said Bill and now reports the same without any amendment.

All which is respectfully submitted.
T. D’ARCY LEONARD, 

Acting Chairman.
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THE SENATE

THE STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, March 31, 1965.

The Standing Committee on Banking and Commerce, to which was referred 
Bill C-136, to establish a comprehensive program of old age pensions and 
supplementary benefits in Canada payable to and in respect of contributors, 
met this day at 8 p.m. to give consideration to the bill.

Senator T. D’Arcy Leonard (Acting Chairman) in the Chair.
The Acting Chairman: I see a quorum. I call the meeting to order. We are 

dealing with Bill C-136.
The committee agreed that a verbatim report be made of the com

mittee’s proceedings on the bill.
The committee agreed to report recommending authority be granted 

for the printing of 800 copies in English and 300 copies in French of the 
committee’s proceedings on the bill.

The Acting Chairman: We have before us certain witnesses to deal with 
Bill C-136. The Honourable Judy LaMarsh is not available this evening but 
I assume we will meet again in the morning, and she will be available at 
that time.

Dr. Joseph Willard, Deputy Minister of Welfare, is here, together with a 
number of other officials. Perhaps we could hear from him, and he can introduce 
the other officials who are with him.

I think at first we might have a word or two as to procedure. This bill has 
already been before a Joint Committee of the Senate and House of Commons. 
It is a long bill and is rather complicated. I understood that it took some days 
to go through it section by section in the joint committee, and I doubt if this 
committee would want to duplicate that procedure. However, the bill falls into 
certain groups of sections: the introductory section, the section dealing with 
contributions, the section dealing with benefits, the section dealing with 
administration and with the Old Age Security Act. My thought would be that 
Dr. Willard might open the evidence before the committee, introduce the 
officials and make such preliminary statements as he wishes. Then perhaps, as 
far as questioning is concerned, we can deal with these groups of sections and 
ask questions about them.

Senator Croll: Mr. Chairman, I think of this in a different light. We have 
gone over this bill. There are people here who were not on the joint committee 
but they have heard the debate in the house, and it was a pretty full debate 
touching on the important parts of the bill. In addition to that there were 22 
days of debate in the other place which we could not have missed even if we 
had wanted to. My thought is that if there are members of the committee who 
have something on their mind about this legislation, they could ask for such 
explanation and clarification as is necessary. Let the committee members ask 
questions, and in that we shall get the information we want rather than in
formation they want to give us. As I have said, there are people here who are 
not clear about some of the points in the bill.

9
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Senator Aseltine: We have not all been members of the joint committee.
The Acting Chairman: Perhaps I did not explain myself clearly. I suggest 

we should start by asking Dr. Willard to make such preliminary statements as 
he feels he should make, and then rather than go through the bill section by 
section, our consideration should be directed to groups of sections. Certainly 
this is a time for questioning by the committee. Is it agreed that we ask Dr. 
Willard to make a statement?

Senator Roebuck: I was not on the committee and I would like to hear a 
general discussion such as you have described.

Dr. Joseph Willard, Deputy Minister of Welfare, Department of National Health 
and Welfare: Mr. Chairman, honourable senators, I would like to introduce some 
of the officials with me. On my right is Mr. D. Thorson, Assistant Deputy 
Minister of the Department of Justice. He has worked on drafting the legisla
tion and he is available to answer any questions concerning the different clauses 
particularly with regard to the interpretation of the wording of any of the 
sections.

Next to Mr. Thorson is Mr. D. Sheppard, Assistant Deputy Minister of 
National Revenue for taxation, who is concerned particularly with the sections 
of the bill dealing with coverage and contributions which come under the 
Minister of National Revenue.

On Mr. Sheppard’s right is Mr. Osborne, Director of Research and Statis
tics in the Department of National Health and Welfare, who is concerned with 
a number of technical aspects of the benefit provisions. He was also the tech
nical adviser to the Joint Committee of the Senate and the House of Commons 
on the Canada Pension Plan.

In addition, there is Mr. Ted Clarke, the Chief Actuary from the Depart
ment of Insurance. We have been dependent upon the Department of Insurance 
to do the actuarial work in connection with the program. Mr. Clarke had 
three other actuaries working with him in carrying out this work.

Also present is Mr. J. A. Blais, Director of Old Age Security of the Depart
ment of National Health and Welfare, who is particularly concerned with 
Part IV of the bill which affects the Old Age Security program. He has also 
been associated with the development of the bill in general, quite apart from 
Part IV.

Mr. Robert Curran, the legal adviser to the Department of National Health 
and Welfare, who has worked throughout on the legislation is also present.

Mr. Chairman, I have not any prepared remarks, but perhaps I might be 
allowed to say a few introductory words. This bill sets out a contributory type 
of social insurance program. There is nothing new in the approach that is 
followed. We have endeavoured in developing this legislation to use the 
experience we have had in Canada with such legislation as the Unemployment 
Insurance Act. We have also had the benefit of the experience in the United 
States with respect to their old age survivors’ and disability insurance pro
gram as well as the experience of the United Kingdom and other countries. 
This bill does draw on a background of knowledge and experience of similar 
legislation both in Canada and abroad.

The basic feature of this plan is that it is a graduated benefit. It endeav
ours to provide different levels of benefit for different people, and to relate 
the benefit payable to previous earnings over a person’s working career. Thus 
when it comes time for contributors to retire they will get a benefit that in 
some measure is related to their earnings pattern during the working years. It 
is a benefit that will be superimposed, as it were, on the universal flat rate old 
age security benefit. An effort has been made to arrive at levels of benefit 
when these two are combined that will provide a reasonable level of old age 
income security.
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In addition to that, following the amendment to the British North America 
Act that extended federal jurisdiction to the area of survivors’ and disability 
benefits, there has been an addition to the earlier version of this bill, Bill C-75, 
through the provision of benefits for widows with dependent children, for 
widows 35 years of age and over, for orphans, a benefit payable on the death 
of the contributor, and disability benefits. These are referred to as the sup
plementary benefits. In each case the benefits are derived through eligibility 
established because of contributions having been paid.

Mr. Chairman, if honourable senators would look at the explanatory note 
in Bill C-136 they will see that there are two or three introductory sections. 
Section 2 deals with interpretation, and sections 3 and 4 deal with the appli
cation in operation of the act. This is followed by Part I which is entitled 
“Contributions”. It deals with those who are covered under the legislation, 
and the requirements with respect to contributions. Part II of the bill deals 
with pensions and supplementary benefits, and it will be noted that in sec
tion 44 there is a listing of the benefits. That is in Division A. Division B 
talks about the basic amounts that are paid and how they are calculated. 
Then there are other ancillary sections relating to benefits, the section on 
appeals, and finally some general provisions. Part III deals with a number 
of items in addition to administration—

Senator Roebuck: Would you give us the page?
Dr. Willard: Yes, I am referring to the page opposite page 2, and I am 

referring to the heading “Part III: Administration”.
When the legislation was being considered the question of whether con

tributions would be collected by the establishment of new administrative 
machinery or by the use of the collections administration of the Unemployment 
Insurance Commission or of the Department of National Revenue, had to be 
considered. It was felt that for this purpose the Department of National Revenue 
could achieve the broadest coverage, and would be the most suitable. It was 
not considered advisable to set up new contributory machinery for this measure. 
So, on the contribution and coverage side the Department of National Revenue 
is the administrative authority. This is the same as the procedure followed in 
the United States and the United Kingdom. On the benefits side the Department 
of National Revenue, working along with the Comptroller of the Treasury is 
involved. Then, under certain sections dealing with financial provisions the 
Department of Finance is involved.

This part of the bill, as you can see, also deals with the report of the chief 
actuary, the question of the advisory committee, and the annual report to 
Parliament.

Finally, Mr. Chairman, Part IV deals with amendments to the Old Age 
Security Act. It is the part of the bill that makes provision for making available 
the $75 a month at an age earlier than 70, as is now provided. This is done a 
year at a time commencing in January of 1966 when the $75 a month will be 
available to those aged 69, and proceeding one year at a time until 1970 when 
the universal flat rate pension will be payable to persons 65 years of age and 
over.

Mr. Chairman, I would suggest, that if following Senator Croll’s comments, 
you consider the bill part by part the officials will be glad to answer any ques
tions concerning the specific sections. Perhaps we may be able to clarify the 
wording, because at times it is complicated. There may also be some questions 
that go beyond the actual wording—such questions as why certain approaches 
have been followed.

Senator Croll: Who is covered by this act?
Dr. Willard: This legislation, together with the Quebec legislation, will 

cover about 6,400,000 persons in the labour force, which will be about 92 per
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cent of the people in the labour force. In other words, it is the wage earners 
and self-employed people who are working today and who have earnings, that 
will be covered.

Senator Croll: You are saying in effect, the self-employed—you mean the 
fisherman, the farmer, the small entrepreneur, in other words, those who earn 
over a certain sum of money?

Dr. Willard: There is a basic exemption of $600 for employees and $800 
for self-employed persons.

Senator Croll: So any person self-employed who earns more than $800 is 
covered, and a wage earner over $600 is covered?

Dr. Willard: That is correct.
Senator Croll: Up to $5,000?
Dr. Willard: That is correct.
Senator Croll: Assuming that he has an income of $5,000, he then will pay 

on $4,400 at the rate, if it is a wage of 1.8 per cent, $79.20, is that right?
Dr. Willard: Yes, and if he is self-employed he will pay $158.40.
Senator Aseltine: I understand that investment income is not included.
Dr. Willard: Investment income is not considered as income for the basis 

of contributions. In other words, you do not pay contributions on investment 
income.

The Acting Chairman: Is it taken into consideration for establishing the 
basic minimum of $600 or $800?

Dr. Willard: No, it is not taken into account in any way.
Senator Woodrow: You say “anyone”. Is that correct? What about the age 

of the applicant?
Dr. Willard: It starts at age 18 and the contributions are not payable from 

age 70 onwards. The contributors have to be 18 or over, and under 70.
Senator Woodrow: Then, no one over 70 will pay a contribution.
Dr. Willard: That is correct, they do not pay contributions.
Senator Choquette: Is the contribution compulsory? Suppose I am self- 

employed and I do not want to have any part in the plan at all, am I com
pelled to contribute?

Dr. Willard: It is a requirement that you contribute, yes.
Senator Aseltine: Is there a penalty if you do not contribute?
Mr. D. Sheppard (Assistant Deputy Minister, Department of National Revenue):

There is the usual collection procedure as is found in the Income Tax Act 
for collecting contributions that are required to be made under this bill.

The Acting Chairman: Is it correct that it is a compulsory contribution 
for those who do come within the terms of the bill?

Mr. Sheppard: Yes.
Senator Cameron: What about the position of a wife, a person who has 

got a good income, say $5,000 income a year, from bonds or rent? What is 
her position?

Mr. Sheppard : Income from rent and bonds is not considered to be 
earnings for the purposes of this bill.

Senator Cameron: Could a person like that pay into the fund, if she 
wished to do so, and then become eligible?

Mr. Sheppard: No, not unless she had earnings as defined in the bill.
Senator Kinley: What about the farmer who farms in season and goes 

into lumbering in the winter?
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Mr. Sheppard: Both his farming income and his wages in the lumber 
camp would be considered.

Senator Kinley: Over $800?
Mr. Sheppard: Over $600 for the wage earner, and if he earned over 

$800 in total, he could also include his self-employed earnings.
Senator Roebuck: If he makes more than $5,000, what about that?
Mr. Sheppard: He does not contribute on anything over $5,000.
Senator Roebuck: And if he draws out of it, is what he earns over and 

above $5,000 considered at all?
Mr. Sheppard: No.
Senator Burchill: What is the minimum qualifying period of contributions 

in order to qualify for a benefit? Say a disability pension is to be paid to a 
contributor who has made contributions “for not less than the minimum qualify
ing period”. What length is that?

Mr. D. Thorson, Assistant Deputy Minister, Department of Justice: In the case 
of the ordinary, the main pension benefit, which is the retirement pension, 
there is no minimum qualifying period. This is a term which relates only to 
the various supplementary benefits provided for under the act—the benefits 
in respect of disability, and the benefits to a widow, to an orphan, to a disabled 
widower. In the case of these supplementary benefits, there is a minimum 
qualifying period set out in section 44, subsections (2) and (3). In other 
words, the basic proposition is that a contributor must have made contributions 
for a certain minimum period before his widow, children or estate would be 
eligible to receive the benefits.

Senator Burchill: What is that minimum period?
Mr. Thorson: Perhaps I can refer you to the particular subsection. In 

the case of ordinary supplementary benefits, he must have made contributions 
for at least three calendar years, and at least one-third of the total number 
of calendar years that go into his contributory period. As Dr. Willard indicated 
a minute ago, his contributory period is the period that starts, by and large, 
at 18 and continues to age 70.

Senator Burchill: That is just it. Suppose a man starts at 18 and goes on 
for six years, and then his contributions stop for some reason or another, can he 
draw anything from that contribution?

Mr. Thorson: He contributed only for six years?
Senator Burchill: I have mentioned six years as an example.
Mr. Thorson: No, he would not meet the test of having contributed at 

least one-third of the total number of years in his period. I assume that he did 
not die; if he died that terminates his contribution period and he would have 
met the test. In those circumstances his widow would be eligible to receive 
the widow’s benefit.

Senator Burchill: I am taking the case of a man who stops contributing 
for some reason or another. If he were disabled, I suppose this is covered; but 
again, is there any test as to his disability?

Mr. Thorson: That is provided in section 43(2) on page 34. I would repeat 
that the minimum qualifying period has reference only to the disability 
benefits and to the various supplementary benefits, not to the main retirement 
pension. If he had contributed for any length of time at all, he would be 
eligible ultimately for a retirement pension.

Senator Burchill: But did you say one-third of the period from the time 
he started to contribute?

Mr. Thorson: Yes, sir, in the case of the survivor benefit.
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Senator Burchill: He has to contribute one-third to qualify?
Senator Aseltine: Suppose some person starts to pay in at 20 years of age 

and he does that for 25 or 30 years and then goes to Mexico. What happens 
then?

Mr. Thorson: He would be eligible on attaining age 65 for a retirement 
benefit.

Senator Aseltine: Whether he lives in Canada or not?
Mr. Thorson: That is correct. This is earnings-related benefit.
Senator Aseltine: He does not lose out entirely?
Mr. Thorson: No. The residence requirements of the Old Age Security 

Act do not attach to this bill.
Senator Aseltine: Is there any arrangement whereby you have to make a 

deal with Mexico or the United States, as the case may be, if they leave Canada 
and go to a foreign country?

Mr. Thorson: The right to receive payment in such a case is not contingent 
upon an arrangement being worked out, for example, with the Government 
of Mexico; although it will be seen that in part III of the bill provision has 
been made for the working out of reciprocal agreements relating to payment 
of benefits and to coverage. That, I think, is dealt with in section 108.

Senator Hollett: Suppose I pay my contributions from the time I am 18 
until I am 64, and I die, what happens?

Mr. Thorson: Your widow will receive—
Senator Hollett: I have not got a widow.
Dr. Willard: There would be a death benefit.
Senator Hollett: I pay in all those years and it goes into the fund and 

that is all there is about it? Just to follow that up, will you tell me what per
centage of the working population of Canada dies before 65 years of age?

Dr. Willard: We do not have this information at hand, but could probably 
obtain it. The situation is this; it is the opposite from the kind of protection you 
get under life insurance, where everything you get is dependent upon death. 
This is a social insurance program, where the premium is lower than it would 
be if large sums were payable on death. The funds or contributions are directed 
towards certain specific social purposes, namely, the benefits that are set out in 
the legislation. In this particular case, if the contributor had no orphans and 
no widow, the only benefit derived would be the small benefit for his or her 
estate.

Senator Hollett: They would benefit.
Dr. Willard: But one would have had the protection during this contribu

tory period of the the disability benefit if one had become disabled. If the 
person lived through to retirement he would receive the retirement benefit.

The Acting Chairman: What is the death benefit?
Mr. Osborne: The death benefit amounts to the equivalent of six months 

of the retirement pension to which an individual is entitled, but not more than 
a maximum of $500 initially.

Senator Hollett: That would not vary, would it?
The Acting Chairman: Senator Croll?
Senator Croll: What about the case of the man who has worked all his 

life, and continues paying, and is out of work, does the principle differ?
Dr. Willard: In the social insurance measures you build protection for 

certain contingencies. In unemployment insurance you get the benefit if you
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become unemployed. If you don’t become unemployed, at least you have had 
the protection while contributing. It is somewhat comparable to fire insurance 
in this respect.

The Acting Chairman: Senator Choquette?
Senator Choquette: Am I right in saying that five years from now, in 

1970, for the first time a person aged 65 will have the option of having old age 
pension, but if he does it would be at the rate of $51, and he is stuck with 
that for the rest of his days? Has that changed?

Dr. Willard: Yes, that has changed. It is not an age reduced benefit. The 
benefit provided is $75, the same amount now available to those aged 70 and 
over. It will become available a year at a time commencing this January when 
people who are then aged 69 will be entitled to the $75 a month. The following 
year those who are aged 68, as well as those who are 69 and 70 and over, 
will get the $75 a month and so on. By 1970 everybody of 65 years age and 
over will be getting $75 a month provided they meet the residence requirement.

The Acting Chairman: Senator Phillips?
Senator Phillips: What about the case of a married woman of 18, 21, or 

perhaps 23 years of age, who probably works for a couple of years after her 
marriage? What about her contribution, does she still have to wait for the 
so-called death benefit?

Dr. Willard: Mr. Chairman, the woman who has contributed to the pro
gram will, when she reaches 65, receive benefits for the period that she has 
contributed the same as any other contributor; and there is provision in this 
legislation to update the contributions to keep them in line with the productivity 
over the period. If she had contributed for two or three years before she was 
married, and then perhaps later on in her life, when her children are grown 
up, if she went back to work for a few more years these periods would be 
to her credit. They would go into her record of earnings, and her benefit would 
be calculated on the basis of those years.

There is also provision for the drop-out of 15 per cent of the years, so 
that throughout the period anybody that has illness or unemployment, or has 
not contributed for the full period, will get some benefit of this drop-out 
arrangement in calculating their benefit. The average takes into account the 
years of contribution and also allows for a certain drop-out in that period.

Senator Phillips: But I understand that there is a minimum period in 
which they contribute.

Dr. Willard: No. For the retirement benefit there is no minimum period.
The Acting Chairman: Senator Macdonald.
Senator Macdonald (Cape Breton): I wonder if I am right in this, that 

if a man begins to contribute next January, say at 61 years of age, for four 
years, and makes a maximum contribution, he will get four-tenths of the 
full benefit?

Dr. Willard: That is right. During the first ten years there is what is 
referred to as a 10 year transitional period during which the level of benefits 
is gradually stepped up to full benefit under this retirement plan. Now, if he 
retires at age 65 and he has worked for four years, he will get four-tenths 
of the full benefit.

Senator Phillips: Supposing he retires at 65, and he then receives the 
pension from a private corporation. Under this, I understand, he would be 
allowed sort of casual earnings up to $75 a month?

Dr. Willard: That is correct.
Senator Phillips: Now, would his private pension be regarded as earnings?
Dr. Willard: No. The private pension is the same as rents or investment 

income and are not earnings from employment or self-employment.
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The Acting Chairman: Senator Croll?
Senator Croll: Mr. Chairman, there is one point I want to make on the 

question of portability. As I understand it, the usual vested pension in this 
country is at about 20 years of contribution in the private organization, some
times ten years, but never less than 10 years. In this instance, he has a vested 
interest from the date he makes the contribution; is that correct.

Dr. Willard: That is correct.
Senator Croll: Then the portability part of it starts the day he makes a 

contribution say in St. John’s, Newfoundland, and if four days later he is in 
British Columbia, the pension follows him?

Dr. Willard: That is correct.
Senator Roebuck: What happens to the man on unemployment insurance. 

If he is taking unemployment insurance, is he liable to this levy?
Dr. Willard: There is to be no levy on unemployment insurance benefits. 

The contribution is based entirely on earnings. Unemployment insurance bene
fits are not considered earnings.

Senator Burchill: Mr. Chairman, I am wondering how they will be able 
to integrate private plans with this pension scheme. I have been asked that 
several times, and have been unable to come up with an answer. Is it presumed 
that it will be superimposed upon them, or are they to be integrated into the 
plan?

Dr. Willard: Mr. Chairman, first of all, I think we have to start from the 
fact that the federal Government does not have jurisdiction over private 
pension plans, with the exception of a very limited area where those concerned 
are employees under federal jurisdiction. This includes the Civil Service, 
for example. Therefore, you find nothing in the legislation dealing with the 
general question of private pension plans, because it is a matter beyond the 
jurisdiction of the federal Government. This is compulsory contributory plans. 
It will become the basic retirement plan across the land. Each group of em
ployees and their respective employers will look at the private pension arrange
ments they have to see how they will work out in relation to this plan. In 
the case of some private pension plans, they may be quite modest and you 
would assume there would be no adjustment of the private plan. In other 
words, the private and public plans would ride along side by side.

In the case of the other plans, they may be quite generous, and it may be 
that the employees would decide that it is going to be too much to pay the 
full contributions to both plans, or it may be that the employer thinks that 
the contributions he is already making are considered when added to those of 
this plan.

In these circumstances the question of integration comes up. In most 
instances where the question of integration has to be considered those con
cerned consult with the carrier involved. We have about 11,000 private pension 
plans in Canada, and the main carriers are the trust companies, and insurance 
companies and the Government annuities administration. They will work 
with the parties involved to see whether some suitable method of integration 
can be worked out.

In the case of the federal Government, the question of the civil service 
superannuation plan, which has very generous retirement arrangements, is, 
of course, one illustration of steps taken to integrate two plans. The Govern
ment had the actuaries in the Department of Insurance do some work on the 
different methods of integration. They had the advisory committee, on which 
staff organizations are represented, go over these various possibilities, and 
finally there was a recommendation made. It was considered by the National 
Joint Council and the Government, and a mutually satisfactory method was 
accepted which has since been announced by the Government.
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This means that there will be no additional contribution made by either 
the federal Government or the employees, but the benefits will be scaled down 
to some extent under the existing retirement provisions of the superannuation 
scheme. No one, on the average, even in the early age groups, will be worse 
off than they were prior to the introduction of this plan and some, particularly 
those at the older age levels will be better off.

The question of integration is a big one. Many of the carriers have already 
been working on these private plans with management and with labour. Some 
of them have put out pamphlets and information suggesting this should be done 
early. As soon as the Parliament of Canada gives approval to this legislation 
these carriers will, of course, be in a better position, knowing the final form of 
the legislation to get on with the question of integration.

Senator Burchill: Each individual company will have to make its own 
arrangements?

Dr. Willard : Yes, that is correct.
Senator Choquette: These insurance companies as well as some of the 

trust companies have been writing to people, and they have to me in the last 
month, asking people what type of plan they would like to accept from their 
companies. Are they under the impression they can take either one? I have 
had several notices in which they say they are ready to send their agent over 
with a plan for a pension.

Dr. Willard: I do not understand the question, sir. I was speaking of those 
carriers that already have worked out a pension plan that is in operation. The 
question comes up of revising that plan, so naturally the carriers that have been 
involved with it are the ones that usually work out the revision of it. It may 
be some of the trust companies and insurance companies are in the normal 
course of their business trying to encourage the extension of private pension 
plans.

Senator Choquette: It comes about the same time as this bill here. I have 
had at least five notices.

Senator Croll: One of the arguments used during the course of the com
mittee hearings was that more pension sales will be made after this pension 
bill comes into effect. As a matter of fact, that is what happened in the States.

Senator Gershaw: Take persons earning $5,000 a year and retiring at age 
65. What pension will they get from the contributory pension?

Dr. Willard: He has earned $5,000 a year and has contributed for, say, 
10 years?

Senator Gershaw: Yes, or more.
Dr. Willard: He would get $104.17 at the present level of prices.
Senator Gershaw: He stops at age 65.
Dr. Willard: Pardon?
Senator Gershaw: He retires at 65.
Dr. Willard: Yes. Well, 10 years from now—I am taking the case of a 

man 55 years of age who works through until he is 65—assuming that there is 
no increase in the ceiling of $5,000, the level of benefit would be $104, and in 
addition to that there would be the $75 a month that would be available, so 
he would get the $179 and some cents.

Senator McCutcheon: That would not apply to senators, because they 
would still be in the labour force until they are 70.

Senator Pouliot: Mr. Chairman, I would like to ask a question.
The Acting Chairman: Is it a supplementary question?
Senator Pouliot: Yes—a general question. It is the general question to 

elucidate all that has been asked by members of the committee. I would like
21956—2
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to know if as soon as the act comes into force there will be instructions or 
regulations published concerning the application of the act?

Dr. Willard: Mr, Chairman, after the act is passed by Parliament the 
departments concerned will be preparing the regulations. The regulations will 
take a considerable time because there is quite a bit of detail. Even though 
the bill is quite long and complex, the regulations will also have to have a 
considerable amount of work done on them.

Senator McCutcheon: They will be quite long and complex too.
Dr. Willard : I did not say that, senator. I said they would require quite 

a bit of work, so I cannot give any indication as to when the regulations would 
be ready on any particular aspect.

There is one other point about this legislation, and that is there is a 30-day 
requirement after royal assent in which provinces can indicate whether or not 
they propose to adopt a program with comparable benefits commencing in 
January, 1966. I would think that this also is a factor that we would have to 
take into account in the issuing of regulations.

Senator Pouliot: Will the regulations be published in the Canada Gazette?
Dr. Willard: Yes.
Senator Pouliot: In the meantime, until they are published, how will it 

be possible to elucidate the most difficult parts of the act?
Dr. Willard: Mr. Chairman, this is a problem. We have been trying to 

get together some material in the department, and we will have some general 
descriptive material on the bill as amended available just as soon as possible. 
And then, as soon as possible after the bill has received royal assent and the 
30 days have passed, we will try to get out general informational material 
for the public across Canada, to assist them in understanding what the bill 
means. We will have something prepared that will be helpful for employers 
so they can see what is required of them under the legislation. Similarly, for 
other groups, such as the self-employed, for instance, we will have to have 
special informational material to be of assistance.

Senator Pouliot: Will there be among the material rules to govern the 
application of the act?

Dr. Willard: Yes.
Senator Pouliot: What will they be?
Dr. Willard: Most of these materials will set out explanatory material 

from the act and regulations. There are so many different places in the bill 
where some regulations will be required that I could not elaborate on those 
on this occasion.

Senator Smith (Queens-Shelburne) : Mr. Chairman, I would like to raise 
a matter that was actually raised in the house this afternoon by Senator 
McCutcheon. It has to do with the extent of coverage under the Canada Pension 
Plan in my own Province of Nova Scotia. Before you came in, Dr. Willard, 
I did give notice to Mr. Osborne that I would like an opportunity to raise this 
matter.

Senator McCutcheon’s reference was to the effect that it had been stated 
as the opinion of the Government of Nova Scotia that this plan would not be 
of as much importance to the Province of Nova Scotia as it would be to others 
because of the large number of self-employed people with very low incomes 
or perhaps no incomes at all.

I know he was referring to a statement made sometime last year to the 
Special Committee of the Senate on Aging, of which Senator Croll was the 
chairman. In this statement Mr. Harding, Minister of Public Welfare for the 
Province of Nova Scotia, stated the same thing. Then he followed up—I meant 
to bring my copy of the minutes of that committee here but I forgot to do so—
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but the evidence appears at page 1136. He followed up that statement with 
statistics that at the time rather puzzled me, and then when the matter was 
raised again I tried to see whether this was the position.

In his statement he said that the number of self-employed in the Province 
of Nova Scotia was about 20,000, and that of those earning less than $1,000 
there would be some 12,000 to 15,000 people. That did not coincide with my 
personal knowledge of the self-employed fishermen and others in Nova Scotia. 
I knew there were some, of course, but I had serious doubts, and I am won
dering whether somebody is now prepared to tell us of the position in Nova 
Scotia in this regard.

Senator McCutcheon: You are quarreling with the evidence of the Gov
ernment of Nova Scotia. I merely quoted their evidence.

Mr. Osborne: If I may, Mr. Chairman, it is my understanding that the 
figures quoted by the Government of Nova Scotia before the Senate Com
mittee on Aging were based on a D.B.S. population sample of 20 per cent 
of the households. It did not cover farm residents, people living collectively, 
that is people in hotels, rooming houses or hospitals, and people who were not 
home when the census was taken. In the sample referred to there were 
21,711 self-employed people. We have been able to calculate the total number 
of self-employed there, and they amount to 30,595 in the 1961 census. We 
calculate that 78 per cent of these would be covered.

Senator Smith (Queens-Shelburne) : You estimate that 78 per cent of 
those would have incomes over $800?

The Acting Chairman: Senator Phillips.
Senator Phillips: I have one or two questions dealing with the coverage 

of farmers and fishermen. Most of the fishermen in the Atlantic Provinces, or 
at least the majority of them, draw unemployment insurance benefits for three 
months during the winter. Would they receive credit for a full year’s con
tributions?

Senator McCutcheon: No.
Mr. Sheppard: They receive credit for whatever earnings they have in the 

year. Their total earnings will be the amount on which the contributions will 
be based, but this does not include Unemployment Insurance benefits.

Senator Phillips: Do they receive credit for a full year’s earnings?
Mr. Sheppard: The contribution is based on the earnings for the year irre

spective of the period of time for which the earnings were received.
Senator Phillips : Dealing with the income of farmers, very few farmers 

file income tax returns at the present time. Will they be required to file a 
return?

Mr. Sheppard: They have to file a return for the purpose of these con
tributions. Our records show that in parts of Canada there are 215,000 farmers 
filing returns.

Senator McCutcheon: How many farmers are there in Canada?
Mr. Sheppard: We have those figures and will locate them. The figure 

I have given was in connection with parts of Canada other than Quebec, and 
that evidence was given in the House of Commons.

Senator Cameron: About 11 per cent of the labour force. You can get 
a rough rule of thumb there.

Senator Croll: It is 13 per cent now, I think.
Senator Roebuck: While these figures are being sought may I ask a 

question? Dr. Willard, in the case of integration between a private concern and
21956—21
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the national, will the national make any concessions? Will there be any change 
in the arrangement so far as this is concerned, or do the private people make 
all the concessions?

Dr. Willard: Mr. Chairman, this is the basic plan, and where the private 
plans want to have integration they will have to work out on their own in
dividual basis how they will integrate.

Senator Roebuck: When a basis has been worked out, will the depart
ment be able to give to the private managers the legal right to enforce what
ever arrangement they come to?

Dr. Willard: The federal Government does not have the authority to 
become involved in what is in effect an employer-employee relationship. I 
might say, however, that private plans are in many cases being reviewed at 
this time for another reason. In the case of the Province of Ontario, they 
have legislation which concerns the supervision of private pension plans both 
with respect to portability and solvency, and discussions have been going on 
with the other provinces who are concerned about similar legislation. The 
pension authority, in this case being the province, is, of course, going to have 
to work with the people who cover private pension plans so that there will be 
a great deal of discussion back and forth on the question of adequacy of the 
private pension plans with respect to the standards developed in Ontario.

Senator Roebuck: Do you think that the Ontario act will give the 
authority, with their co-operation, to change the plans, that is the private plans, 
and force them upon those who might object?

Senator Croll: There is no such act. The act has not been passed yet. 
He is wrong.

Senator Roebuck: Is that what you are going to try to work out?
Dr. Willard: In the case of the Ontario legislation, they set up, in effect, 

certain minimum standards with regard to the locking in of employee con
tributions, vesting of the employer contributions and solvency of the private 
pension fund. As I understand it the people that have a private pension plan 
will have to discuss that plan with the provincial authorities to see that it 
meets these basic standards.

Senator McCutcheon: But it has nothing to do with integration into 
the Canada Pension Plan.

Senator Croll: Going back to the question I asked earlier—when Senator 
McCutcheon was letting loose on the podium this afternoon and after he was 
talking about the vast sums of money that were going to be handed over to 
the provinces, and he quoted the figures which were very nearly correct for 
him,—if I recall correctly there was some sum of money, and somehow or 
other the figure of 15 per cent runs through my mind, mentioned that the 
federal Government retained.

Dr. Willard: Mr. Chairman, the federal Government retains what would 
be the equivalent to the payment of benefits for three months. In addition to 
that, if a province does not decide to take up its share of the reserves the 
federal Government can invest that portion in federal securities.

Senator Croll: If the federal Government decides what?
Dr. Willard: If a provincial Government does not take up its share of 

the reserves then the federal Government can invest these amounts in federal 
securities.

The Acting Chairman: Senator Macdonald, you have been waiting for 
some time.

Senator Macdonald (Cape Breton): Thank you, Mr. Chairman. My ques
tion is in regard to a person who is almost self-employed—he is partly self-



BANKING AND COMMERCE 21

employed and partly employed by someone else. I have in mind a person 
who works for three months during the summer who on a monthly earnings 
basis may earn more than $600 but who actually does not earn that much 
during the period he is employed. Will deductions be made from his earnings?

Mr. Sheppard: Yes, his employer will make deductions from his earnings 
if the earnings on a monthly basis are more than $50 per month. As to what 
will happen at the end of the year, that will depend on his total earnings for 
the year.

Senator Macdonald (Cape Breton): I will come to that. Such a man 
might be self-employed in doing a bit of farming or fishing, and he may earn 
over $800 by being self-employed. Would he have to pay on what he earned 
over $800 while self-employed, and also on what he earned while working 
for someone else during the three months period that I mentioned. Do you 
follow me?

Mr. Sheppard: Yes. In the case you are mentioning if while he was 
employed he earned $300 at $100 a month over three months he would receive 
an exemption in respect of $50 per month, and would pay on $150. If he had 
self-employment earnings of $800 he would be allowed an exemption of $450 
thereon, being the total exemption of $600 minus the $150 allowed as a 
wage earner, so that he would pay on $350 of his self-employed earnings.

Senator Macdonald (Cape Breton): A person under this plan is supposed 
to contribute for 47 years in order to get his full benefit. If he should con
tribute for half that period for one reason or another would his ultimate benefit 
be half of what he would otherwise receive?

Dr. Willard: Mr. Chairman, there would be the drop-out provision, 
which would mean that the effective preiod is more likely to be 42 years 
than 47. So, if he worked half—it would be the ratio of the number of years 
worked to 42.

Mr. Osborne: 40 years. It is a 15 per cent drop out.
Dr. Willard: Yes, the bill was amended in the house to increase the 

period of dropout provision.
Senator Macdonald (Cape Breton): If he contributed for 20 years he 

would get half of what—
Dr. Willard: Let me put it in this way; his earnings over the period would 

be averaged, and then there would be this up-dating process that would be 
carried out, so in a general way what you are saying is correct. In terms 
of the years that are taken into account it would be half if he worked for 
20 years.

Senator Phillips: Mr. Chairman, there was a question—
The Acting Chairman: Yes, they are waiting to get the information on 

the number of farmers. Had you a question, Senator McCutcheon?
Senator McCutcheon: I was just interjecting, but I would like to ask 

just one question. I should like to ask what pension will be received by an 
individual who will be 55 in 1966, and who has had earnings of $5,000 a year, 
and who contributes for ten years. I would like to know what pension he 
will get at the age of 65?

Dr. Willard: Mr. Chairman, as I mentioned earlier, he would get the maxi
mum and full benefit at the end of the ten years which, assuming no change 
in prices, would be, of course, $104.

Senator McCutcheon: Let us assume no change in prices. He will have 
contributed $792, assuming he is an employee. Am I right?

Dr. Willard: Yes.
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Senator McCutcheon: Having contributed $792 he will get a pension 
of $104.17 from age 65 for life?

Senator Croll: It sounds like a good deal to me.
Senator McCutcheon: Now, any of us who read the Financial Post read 

about Windfall every day. Is there anyone here who can tell me what the 
windfall is in this case? What is the difference between the contribution of 
$792 and the value of the pension?

The Acting Chairman: Assuming what rate of interest?
Senator McCutcheon: Let us not assume a rate of interest.
Dr. Willard: Mr. Osborne is looking up something on this point.
Mr. Osborne: Mr. Chairman, I believe Senator McCutcheon asked that 

question in the joint committee—
Senator McCutcheon: I did, but I had no opportunity to talk about it 

until this afternoon.
Mr. Osborne: —at which time the chief actuary of the Department of 

Insurance, who is sitting to my right, gave this answer which is to be found 
at page 149 of the proceedings—the question was:

What is the actuarial value of a pension of $104 a month at ages 
65 and 70?

And the answer was:
Calculated on the basis of the mortality rates of the Canadian life 

table, 1960-62, and interest at 4 per cent per annum, the value of 
a pension of $104 monthly, from age 65 for life is $12,295 for men and 
$14,102 for women. The corresponding value of a pension from age 70 
for life is $10,241 for men and $11,746 for women.

Does that answer your question?
Senator McCutcheon: It answers my question. It is a better investment 

than one in Windfall.
Senator Croll: As a matter of fact, if you take a look at a senator’s salary 

you will find that if he is appointed to the Senate at the age of 55, or 60 
under the old rules, it is worth a quarter of a million dollars, so everybody 
gets a windfall now and again.

Senator Burchill: A worker is allowed to deduct his contributions to a 
private pension plan from his taxable income.

Dr. Willard: Yes.
Senator Burchill: When this plan goes into effect will these contribu

tions also be deductible?
Dr. Willard: Yes.
Senator Burchill: Has there been any computation made of the amount 

by which that is going to affect the revenues from the corporation income tax?
Dr. Willard: Mr. Chairman, since we got under way I see that Mr. Hart 

Clark from the Department of Finance has arrived. This is a matter on which 
he might comment. Mr. Clark, I do not know whether you want to answer 
this question. As I understand it, it is a question with respect to the revenue or 
income that might be lost from the fact that the contributions to a private 
pension plan can be deduced for income tax purposes. Have any estimates 
been made of this?

Mr. Hart D. Clark. Director. Pensions and Social Insurance Division. Department 
of Finance: I can check with our taxation division before you leave tomorrow. 
I have not seen any figures.
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Senator Burchill: It would be quite a substantial amount, would it not?
Mr. Clark: I would think so.
Senator McCutcheon: Whether it is substantial or not will depend upon 

the degree of integration, and it will depend upon whether—Dr. Willard says 
it is the base level and I say it is the top level—the top level gets over the 
normal exemptions. I think it would be a most difficult hypothetical calculation 
to make.

Senator Choquette: With respect to refunds of overpayments I under
stand that the employer is not entitled to a refund, but the employee is. Is 
that correct?

Mr. Sheppard: Well, it will depend upon what you mean. If the employer 
makes a mistake in the calculations he makes he could get a refund, just as 
anyone else would. However, the provision in the bill is for the contribution 
to be made on behalf of an employee in respect of each employment. At the end 
of the year a calculation is made in which all the employments for that par
ticular employee are aggregated, and if that calculation indicates the employee 
is entitled to a refund he would be entitled to receive it, but you do not make a 
similar kind of calculation for employers.

Senator McCutcheon: What was your estimate of refunds, Mr. Sheppard? 
Was it not something over one million a year?

Mr. Sheppard : We estimate that for a year there probably would be 
1,200,000 refunds.

Senator McCutcheon: Thank you.
Senator Hollett: Am I to understand from section 112(4) that it will be 

10 years before money will be available for the purchase of securities by 
provincial governments?

Mr. Thorson: No, sir, that is not what the reference to 120 months means. 
As soon as contributions commence in January 1966, the contributions will 
start accumulating in the consolidated revenue fund and almost immediately 
thereafter the distribution will be made in accordance with the formula set 
out in section 112.

Senator Hollett: That is not the understanding I get from subsection 
(4) (a) and (b). May I read it:

(4) The part of the excess referred to in subsection (3) in any 
month that shall be available for the purchase of securities of any one 
province is that proportion of the amount of such excess that 
(a) the total amount of all contributions credited to the Canada Pension 

Plan Account, during the 120 months preceding that month, ...

Mr. Thorson: Yes, sir, but it must be realized that after the plan has been 
in operation for six months, what this formula looks to is the total amount of 
all contributions credited during the 120 preceding months. Since contributions 
have only been credited for six months, that is the figure which would be used 
in order to arrive at the allocation of funds for provincial investment purposes. 
In other words, it would have relevance only after 10 years, really.

Senator Hollett: That is what I thought.
Mr. Thorson: At the end of 15 years, for example, you would disregard 

the first five years, and look only at the contribution ratio for the last 10 years. 
It is a moving figure.

Senator Croll: I am glad you made it simple.
Senator Hollett: That was a simple question. I only read part of the 

section and it veers off between (a) and (b) and was difficult to understand. 
I would like all senators to read that section.
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Mr. Thorson: It is written in such a way that it will hold good whether 
the plan has been operating for six months or 600 months.

Senator Hollett: And whether you understand it or not, is that it? It is 
difficult to understand it and that is why I wanted an explanation. Thank you.

Senator Phillips: Would the officials now have the figures of the number 
of farmers in Canada, and the number filing income tax returns?

Mr. Sheppard: The figure for the total number of farmers, other than in 
Quebec, is 322,000 and we estimate that, of those, approximately 52,000 would 
have earnings under $800. The number who file tax returns is 215,000 of that 
number.

Senator Choquette: Do they not have to file returns whether they are 
taxpayers or not?

Mr. Sheppard: No.
Senator McCutcheon: Not unless demanded.
Mr. Sheppard: Not unless demanded.
Senator Croll: But, under that “personalized” service, which I laughingly 

referred to, which you give, do you not send it out to everyone?
Mr. Sheppard: We send it to everyone who filed a return last year.
Senator McCutcheon: It is like the people who are on the club list.
Senator Cameron: Of that number of farmers, roughly 100,000, who do 

not file income tax, if they think they are likely to get a benefit, they are going 
to start filing income tax returns, are they not? Is not this likely to encourage 
them?

Mr. Sheppard: They will have to file a return of self-employed earnings 
under this act, if they have contributions to make.

Senator Cameron: In other words, you will have another 100,000 filing 
income tax returns.

Senator Phillips : We would be in the age of miracles if that happened.
Senator Cameron: What form would they file in that case?
Mr. Sheppard: It is T1 General now. All they would file in addition to that 

would be a calculation form to determine the amount of the contribution. For 
those obviously not taxable, we hope to have another form which will not 
require them to include information that is not material. It will be a somewhat 
simpler form than the T1 General.

Senator Cameron: There will be a sweet lot of headaches in that deal.
Mr. Sheppard: The calculation form which would be filed, in addition to 

Tl, is shown on page 1800 of the proceedings of the joint committee.
Senator Aseltine: The exemption would enter into the picture also?
Mr. Sheppard: Yes, a farmer who is a married man with two children, 

depending on the age of the children, might earn $2,700 or more and would 
not be taxable, but if he earns $800 he will be eligible to contribute under this 
plan.

Senator Aseltine: He will pay into the scheme?
Mr. Sheppard: Yes.
Senator Flynn: I wonder if it is an offence under the Income Tax Act to 

declare a higher revenue than one makes, so that a farmer could qualify in 
this way for a pension if he could not earn the required amount?

Senator McCutcheon: He would only do that if he were 55 or over.
Senator Flynn: Is it an offence under the Income Tax Act to declare more 

than the income?
Mr. Thorson: I can assure you that that question has never come up.
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Senator Flynn: You might have to deal with it.
Senator Roebuck: That is really opting in. I suppose it is on a yearly basis. 

If he makes $800 in one year and does not make it the next year, can he go on 
paying?

Mr. Sheppard: He pays each year in respect to the earnings for that year.
Senator Croll: If there are no further questions, I move the adoption of 

the bill.
Senator Smith (Queens-Shelbume) : Reference was made by Senator Bur- 

chill to the eligibility period of three calendar years. Would you clarify whether 
that means 36 months or 24 months plus one?

Mr. Thorson: If earnings are made which exceeds the basic exemption 
for the years and a contribution is therefore made and accepted, whether the 
contribution is made in respect of one month in the year or in respect of each 
and every month of the year, it is regarded as being a contribution for that 
calendar year. When the act speaks of the minimum qualifying period, a mini
mum of three calendar years, it is at least theoretically possible for a person to 
qualify having made a contribution, say, in December of one year, then a con
tribution in the next calendar year, and finally a contribution in January of 
the third year.

Senator Gouin: Quebec will be out of that pension plan, if I understand 
the situation?

Dr. Willard : Quebec plans to have a comparable plan. It has already set 
out, in a resolution in the Quebec legislature, the basic essentials that are to be 
in this legislation. It plans to introduce its plan or to have it come into effect 
in January 1966 and it plans to have comparable benefits. There is provision 
under this legislation whereby we can enter into agreements with Quebec or any 
other province that may take this course, to ensure that the plans are integrated. 
The effect would be that we have a nation-wide system of pensions, that are 
portable and comparable, even though some provinces, and in this case the 
Province of Quebec, may pass their own legislation, administer their own act 
and have their own pension fund.

Senator Gouin: Thank you.
Senator McCutcheon: As a supplementary question: the Province of Que

bec has announced its intention to establish its own plan and initiate this legis
lation. I am not going to argue the constitutional proprieties of the legislation. 
Under the terms of this legislation, initially the plans must be comparable. 
There must be portability. As I recall the evidence that came before the com
mittee, that means comparability of contributions and comparability of bene
fits. Now, the Province of Quebec having done that—or let us get away from 
them, and let us say that if the Province of Ontario a year from now, or during 
two years, gives notice that it is going to operate its own comparable plan, as 
I recall Mr. Thorson’s evidence, that event having taken place, from there on 
the Province of Quebec or the Province of Ontario is free to alter the contribu
tions or to alter the benefits. Am I right?

Dr. Willard: Mr. Thorson can speak,, and extend his earlier comments if 
he wishes. I would add this, however, that once we enter into certain agree
ments to integrate the federal plan with a provincial plan, these carry with 
them certain obligations. For instance, we have one agreement whereby any 
province with a comparable plan will cover the federal civil servants in that 
province in the provincial plan. These agreements would have to be termi
nated, and the integration would no longer apply in the way that it has been 
worked out. So that there is a real advantage, in terms of a nation-wide inte
grated system of pensions, for the program to hang together, over the long run, 
quite apart from the legal point which you are bringing out. I will leave the 
legal question to Mr. Thorson for comment.
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Senator McCutcheon: I am not asking about the advantages, I am asking 
about the legal point.

Mr. Thorson: Mr. Chairman, it will be appreciated that under the British 
North America Act the provinces do have legislative jurisdiction in this field. 
The right of the Parliament of Canada to legislate derives from section 94A 
of the act. The prime jurisdiction does, apart from section 94A, lie within the 
provinces—I think that must be conceded. So that it is not constitutionally pos
sible to limit or restrict in any way the provinces’ constitutional right to enact 
a pension plan. If then, after they have enacted the plan they choose to depart 
from the provisions of the federal plan, as a matter of strict law that would be 
their prerogative.

Senator McCutcheon: That is what you said before in committee, Mr. 
Thorson, and I think I referred to that in another place when I was speaking 
a few hours ago. The point I want to make is that their departure will not 
necessarily affect portability. I ask Dr. Willard to say something on that. 
Portability does not mean comparability. It does not mean equality of con
tributions or equality of benefits. Portability surely means that what I have 
up to date I can take along with me.

Dr. Willard: Mr. Chairman, I think it would depend a lot on the kind of 
plan that the province introduces. Apart from administrative difficulties per
taining to dual contributors and anomalies in benefits payable, I think Senator 
McCutcheon is right, that if a certain type of plan were introduced, and this is 
particularly true of public plans, you could have the two operating side by side, 
each issuing a cheque at the time of retirement. A person that moves from one 
system to the other would get two cheques and a smaller one from each than 
he would get if he stayed in one jurisdiction for the whole period.

Senator McCutcheon: That might be a smaller cheque or a bigger cheque.
Dr. Willard: Yes, it would depend; it could be. However, there could be 

other difficulties arise in terms of portability, and you then get into the question 
of whether residence requirements might be inserted into the matter. It 
probably would not, but there are a number of aspects, and I think you would 
have to examine the particular plan to see whether or not it would in fact 
have that result; but if it were a plan such as this, which is of course portable 
outside of Canada as well as in, then this result would not—

Senator McCutcheon: Your plan is completely portable outside of Canada 
as well as in?

Dr. Willard: That is right.
Senator McCutcheon: So that a province having contracted out, if it 

chooses to say “We are going to have higher contributions and higher benefits,” 
as long as they made the plan portable inside and outside of Canada, they 
still have portability. The point I want to make is that uniformity and port
ability are not equivalent.

The Acting Chairman: Theoretically the province might delay the vesting, 
which would affect portability.

Senator McCutcheon: Theoretically it might, but the fact is that according 
to Mr. Thorson, and he has repeated the evidence he gave before the committee, 
the Province of Quebec two years from now can do anything they want.

The Acting Chairman: Any further questions?
Senator Aseltine: I have a question with regard to these windfalls, and 

I would like to know if this statement I have here is correct. I take it that those 
now retired get nothing and those that will retire in two or three years time 
get an insignificant pension. Yet another group, that is, those that retire after 
contributing for only ten years get enormous windfalls or unearned bonuses.
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For example, the person at the maximum earnings who retires at age 65 after 
contributing for only ten years will have paid in a total of some $1,000 into 
the Canada Pension Plan—his employer matches this—yet the pension he gets 
is worth more than $18,000. I want to know if that is a correct statement, or an 
approximately correct statement.

Dr. Willard: Mr. Chairman, it is correct that there are cross-subsidies 
that occur under this social insurance plan, as under most social insurance 
plans.

The fact is that in bringing in an earnings related plan you have to decide 
how long you are going to wait until you get the level of full benefit. In some 
situations you blanket people in and start giving them the full benefit right off, 
even though they have not contributed enough to pay for the benefit. In this 
type of plan you are not dealing with a pension as you would under a 
deferred equity scheme, say, under a government annuity. You are dealing 
with something that is quite different.

When old age security was brought in in 1952 the people who were then 
70 that were not on old age assistance automatically received an income to 
which they had not contributed in terms of earmarked taxes levied for that 
purpose. In each age group immediately below that age group, people con
tributed, some through personal income tax, through the sales tax, and some 
indirectly through the corporate income tax. These people that were younger, 
in their sixties and late fifties, who have now reached the time when they are 
getting the universal flat rate benefit, probably have not contributed sufficient 
to the earmarked taxes to justify their benefits on an actuarial basis. Yet 
they have contributed more than the people that were beneficiaries the day 
old age security came into operation. So you can see that there were windfalls 
of different magnitudes, if that is what you wish to call it.

Now, in this legislation there is provision for reducing the age for the 
$75 a month pension down a year at a time. Many of the people who receive this 
benefit at an earlier age, in a sense, if you figure what they have contributed 
under the 3-3-4 formula, will, on this basis, get a windfall. Similarly, in 
some of the programs in other countries, such as the United States’ program, 
when they brought in new categories that had not previously been covered, 
people in these categories did not have to wait until they had contributed for 
a longer period to catch up to other groups that were already in the plan; 
instead a system of blanketing them was employed.

This is the same kind of approach followed in this legislation, where rather 
than wait for 20 or 40 years to get to the full level of benefit a decision has 
been made that the full level of benefit will be reached in ten years. That 
does mean some cross-subsidies, or some windfalls, if you want to call it 
that, which in this case is for those in the older age groups.

Senator Smith (Queens-Shelburne)'. On this matter of windfalls, is 
there not also another area covered by the bill which contains the same kind 
of windfalls? I do not think we can quarrel with that at this time. Take the 
case of a young man in the early twenties who is married and has a couple of 
children and dives into a dry swimming pool and becomes a helpless para
plegic. For the rest of his life and his family’s life he gets a tremendous 
windfall, and his neighbours will thank God for it. You have to have a wind
fall in these areas, and I do not see any way you could devise a bill that would 
not provide this kind of windfall in the case I have just put.

Dr. Willard: That is correct.
Senator Flynn: Mr. Chairman, I have a question concerning Part IV, 

the amendments to the Old Age Security Act. Would you agree this is a 
gradual abrogation of the Old Age Assistance Act?

Dr. Willard: For each year this pension drops down one year, the ap
plication of the Old Age Assistance Act, which has a maximum at the moment
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of $75, will no longer be applicable, so that in five years the federal-provincial 
assistance plan will disappear, and this universal flat rate pension will take 
its place.

Senator Flynn: So by the opting-out formula, when you are giving this 
to the province you are taking it back at the same time?

Dr. Willard: I would not wish to comment on the opting out formula.
Senator Flynn: I am not insisting. It is my comment.
Dr. Willard: I do know that this will mean a considerable saving to the 

provinces in the case of Old Age Assistance and also to some extent in the 
case of Blind Persons’ Allowances and Disabled Persons’ Allowances. It will 
amount to about $50 million a year when we get to 1970. That is the magni
tude annually when the five-year period is fully completed. I have men
tioned Blind Persons’ Allowances because it is paid to the group 65 to 69, as 
you know. Fifty million is about the magnitude involved in the case of the 
three programs where we are paying allowances to the 65 to 69 age group.

Senator Burchill: The present formula of 3-3-4 will be retained?
Dr. Willard: The present formula of 3-3-4 provides sufficient income to 

meet the additional expenditures.
Senator Burchill: And the Old Age Security—
Dr. Willard: The Old Age Security Fund will finance this part of the

bill.
Senator Burchill: They will be merged together?
Dr. Willard: No, the Old Age Security fund remains. Part IV of this 

bill merely amends the Old Age Security Act, under which pensions are on 
a universal basis with the only requirements being residence and age. The 
financing of those flat rate benefits will come out of the Old Age Security 
fund, and as I have mentioned there is sufficient revenue coming in over the 
period ahead to pay for the lowering of the benefit on the present contribution 
formula.

Senator McCutcheon: Mr. Chairman, Dr. Willard is not making that, I 
hope, as a factual statement, because I hope to talk to Mr. Benson about that 
because I do not agree with that statement.

Dr. Willard: Well, sir, that statement is based on estimates which have 
been made by the Department of Finance, and they are the best we have at 
the moment.

Senator McCutcheon: You are not responsible for the estimates of the 
Department of Finance, Dr. Willard.

The Acting Chairman: Are there further questions?
Senator Choquette: Mr. Chairman, before we adjourn, I am wondering 

if we have not asked all the questions we might have to ask, and I do not 
see any necessity for meeting again tomorrow morning, unless there is someone 
who has questions to ask of the ministers. I do not know, but I do not see any 
necessity for bringing back all these people.

The Acting Chairman: I am in the hands of the committee and I did say 
to the committee that the two ministers would be available tomorrow, if 
they were needed by the committee.

Senator McCutcheon: Mr. Chairman, I do not imagine we will keep the 
ministers very long tomorrow, but I do think it would be inappropriate if we 
did not have the ministers. There will be some members of the committee 
who will undoubtedly have some questions to ask on policy, which I think 
we have avoided reasonably well this evening, and it will be the policy mat
ters we will want to discuss with the ministers tomorrow.
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While I am very sympathetic to my friend Senator Choquette, and I do 
not want to get up early and come to the committee meeting tomorrow 
morning, I think we should have it, and I will be here.

The Acting Chairman: I was wondering whether the committee might 
feel, in view of the fact the officials have answered the questions in explana
tion of the bill, you would like to approve all but the preamble and title, and 
then on this basis we would discuss with the ministers questions of principle. 
Or are there any clauses you want to stand, or do you want to stand the 
whole bill?

Senator McCutcheon: I would agree that we approve everything but the 
title and preamble, on division.

The Acting Chairman: I guess you do not want to move that then, 
Senator McCutcheon?

Senator Smith (Kamloops) : I so move.
The Acting Chairman: It is moved by Senator Sydney Smith, seconded 

by Senator Taylor, that the sections of the bill, other than the title and pre
amble, be approved.

Senator McCutcheon: On division.
The Acting Chairman : Carried, on division.
Senator Connolly (Ottawa West): Could I just ask, is it satisfactory to 

the committee that the officials need not come tomorrow? Is that understood?
Senator McCutcheon: It is understood, as far as I am concerned.
Senator Connolly (Ottawa West) : Is there anybody else who might 

require them?
The Acting Chairman : Subject to what the ministers themselves might 

decide.
Senator Connolly (Ottawa West): Yes, they might bring them.
The Acting Chairman: We will leave it to the ministers and their officials.
Senator Burchill: I think we are very grateful to them for the information 

they have given us tonight.
The Acting Chairman: Dr. Willard, on behalf of the committee, I tender 

our vote of thanks to you and your officials for your help to us this evening.
On the motion to adjourn, the meeting stands adjourned until tomorrow 

morning at 9.30.
Some Hon. Senators: 10 o’clock.
Senator Choquette: I suggest 10.30, because we have exhausted probably 

all our questions.
The Acting Chairman: It is a question of the ministers’ time. Having in 

mind the length of time we might take, we had suggested 9.30 a.m. I think 
perhaps we should leave it that way.

The committee adjourned.
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The Standing Committee on Banking and Commerce, to which was referred 
Bill C-136, to establish a comprehensive program of old age pensions and sup
plementary benefits in Canada payable to and in respect of contributors, met 
this day at 9.30 a.m. to give further consideration to the bill.

Senator T. D’Arcy Leonard (Acting Chairman) in the Chair.
The Acting Chairman: Honourable senators, we have a quorum, and the 

time has arrived to resume our consideration of Bill C-136. It will be recalled 
that last evening we heard the officials of the various departments concerned. 
We approved the sections of the bill but allowed the preamble and the title to 
stand in order that questions might be asked of the two ministers concerned, 
the Minister of National Health and Welfare, Miss LaMarsh, and the Minister 
of National Revenue, Mr. Benson. These ministers are here.

My suggestion is that we proceed with the questioning right away. Both 
ministers are due at a cabinet meeting later this morning. Senator McCutcheon’s 
name is the first on my list of those who wish to ask questions.

Senator McCutcheon: Thank you very much, Mr. Chairman. Miss LaMarsh 
knows my views and I know hers, and I do not think a further dialogue between 
us would advance the situation very far. However, I would like to ask Mr. 
Benson a question. At page 12308 of Hansard the House of Commons of March 
12 last, Mr. Benson set down the estimated outflow from the old age security 
fund taking into account the five age groups that are going to be brought in 
over the next five years, namely, 69 in 1966, 68 in 1967, and so on. The figure 
for 1966 was $998 million, which rises to a figure of $1,579 million in 1970. I am 
sorry that I have not a copy of Hansard before me, but my recollection is that 
the minister said that the present 4-3-3 formula would be sufficient to cover 
those amounts.

The outgo is going up at the rate of about 12 per cent per annum over that 
five-year period, as opposed to a rate of from 3 per cent to 4 per cent per 
annum, taking into account merely the people moving into the age group of 
70. I am wondering on what basis he made his calculation. I have done it on a 
7 per cent basis, and it is my opinion he is going to leave a Conservative Minister 
of Finance about $120 million short.

Senator Croll: Twenty years from now?
Hon. E. J. Benson, Minister of National Revenue: Mr. Chairman, I would not 

like to admit that there will be a Conservative Minister of Finance in the near 
future, but I would say that the estimates I gave were based on figures prepared 
by the Department of Finance. One of the things that happened, Senator 
McCutcheon, in the last year was the coming into full effect of the sales tax 
on building materials.

Senator McCutcheon: I had to make a guess at what that would amount 
to in a full year. I know what it has been for the last quarter. It is fully in 
effect now?
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Hon Mr. Benson: Yes, it is in effect now, and with this included it is 
estimated we will be able to carry the proposed pensions adequately without 
any change in the 4-3-3 formula. As a matter of fact, we will build up a slight 
surplus. There will be a deficit at the end of the 1964 fiscal year.

Senator McCutcheon: At the end of what?
Hon. Mr. Benson: At the end of the 1964 fiscal year.
Senator McCutcheon: You have got a deficit of about $80 million?
Hon. Mr. Benson: Yes. There is a deficit in the fund as at the end of the 

fiscal year. However, by the end of next year, even taking into account the 
changes, we would start having a small surplus in the fund and this will build 
up, in spite of the increase in outpayments, until 1970. The fund will be sound. 
My figures were based on estimates coming from the Department of Finance 
based on projected tax revenues.

Senator McCutcheon: Would you know what escalation factor they used?
Hon. Mr. Benson: No. I think—
Senator McCutcheon: Whether they were assuming 5£ per cent increase in 

Gross National Product, or 6 per cent?
Hon. Mr. Benson: I really do not know offhand, but probably—
Senator McCutcheon: Their estimate is that it will be approximately in 

balance?
Hon. Mr. Benson: The Department of Finance, in my experience with them 

as Parliamentary Secretary, were never over optimistic. In these things I think 
they act conservatively, with a small “c”.

Senator McCutcheon: Some of us hope they would act more in that way.
The Acting Chairman: Honourable senators, I was a little remiss at the 

outset of this meeting. I should have informed the Senate that this is the first 
time the Honourable Miss LaMarsh has appeared before a Senate Committee. 
Therefore, I feel that a special word of welcome would be appropriate.

Hon. Senators: Hear, hear.
Senator McCutcheon: We all hope it will be the last time.
The Acting Chairman: Not for some years.
Senator McCutcheon: I should like to direct one question to Miss LaMarsh, 

just to confirm, or possibly to have her contradict, what I said yesterday in the 
chamber in reference to table 1 in the White Paper, page 9. At the time this 
table was prepared, as I understand it, it was prepared on the basis of the 
bill which was originally presented to the House of Commons. The table deals 
with the monthly retirement pension during the early years of the plan. 
Column one shows that in 1968, in the second year of the plan, the maximum 
pension which would be payable to a pensioner with maximum pensionable 
earnings would be $20.83, which is two-tenths of maximum. When this table was 
prepared there was no provision in the bill fro bringing in people age 69 and 
age 68 by 1968; people of age 67 actually will be receiving the categorical 
family benefit of $75 a month. My statement was to the effect that that group 
of people were now going to be better off would receive a larger pension than 
originally contemplated by the bill, even though there might be some deferment 
for a year or two of the coming into effect of the earnings-related plan. Is that 
correct, Miss LaMarsh?

Hon. Judy LaMarsh, Minister of National Health and Welfare: Yes, Mr. Chair
man, it is correct. This chart, of course, did not include at the time the flat-rate 
pension at age 65 which will be payable over the five years. The Senate will 
appreciate that the joint committee of both houses dealt with this and expressed 
considerable concern for those in the age bracket close to retirement.
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Senator McCutcheon: The age 65 to age 69 group?
Hon. Miss LaMarsh: Yes. While the Government had in mind such policy, 

it did not have in mind that it should be introduced at such an early date. 
However, that program was accelerated, partly to meet the recommendations 
of the joint committee.

Senator McCutcheon: But my statement is correct?
Hon. Miss LaMarsh: Quite correct.
Senator McCutcheon: Then I have just one more statement to put to 

Miss LaMarsh. Assuming that this bill does not go through, which is the most 
unlikely thing in the world, it would be possible at the next session for the 
Government to bring in Part IV as a separate amendment to the Old Age 
Security Act. Having done that, the Government could sit back and take another 
year to decide whether this was the best way to take care of the over-all prob
lem, without adversely affecting the incomes of people of age 67, 68 and 69.

Hon. Miss LaMarsh: It would be a Government decision, of course, as to 
whether or not it would proceed with that part.

Senator McCutcheon: I could appreciate that, but I am putting it as a 
hypothetical question, that it could be done.

Hon. Miss LaMarsh: Hypothetically, anything is possible. Those things 
which could stop the Canada Pension Plan might stop any kind of wage-related 
benefit. While the senator has suggested that it might be done in the next 
session or in another year, may I say that I am sure honourable senators have 
not had the fact escape them that it is two years now since this was introduced 
and that the course of the Canada Pension Plan, even in this longest session, 
has consumed months and months of time. It might be, that if both chambers 
decided they did not want to go on with all of the bill as now amended, the 
Government would decide on some other form of approach, or refer it to some 
other forum.

Senator McCutcheon: That is the best argument I have heard for not 
putting the bill through.

Hon. Miss LaMarsh: The suggestion of the honourable senator is really, 
I suppose, abandoning, at least pro tern, any wage-related program.

Senator McCutcheon: Looking at it more closely, I am much more opti
mistic than the minister. I feel that Parliament would act very quickly on 
Part IV, brought in as a separate bill. I realize the minister’s experience 
probably leads her to take the more pessimistic outlook on that part of it. 
That is all, Mr. Chairman.

The Acting Chairman: Are there any further questions?
Senator Roebuck: I thought the ministers were going to give us a brief 

summing up of this situation. I have not come prepared with detailed questions 
at all, but I would like to hear a statement from both ministers as to what it is 
and what they expect to accomplish by it, and so on.

The Acting Chairman : Senator Roebuck, of course we went into it pretty 
exhaustively in the joint committee and on second reading and in committee 
yesterday evening. Furthermore, the debates of the other place have been 
available to us. If there is something the minister would like to add that would 
be of interest to the committee, I am sure we would be glad to hear it.

Senator Connolly (Ottawa West): I understand, Mr. Chairman, the minis
ter thought very well of the work of the senators on the joint committee.

Hon. Miss LaMarsh: Yes, Mr. Chairman. I do not have any prepared state
ment, but I should like to say, with your permission, as a very new Member 
of Parliament—since I have not yet been here five years—how struck I was 
with the contribution made by senators to the joint committee. I am sure that
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members of both houses are aware that the public is not always satisfied 
that they are making a satisfactory contribution; and we in the lower house 
all too often, I am afraid, justify that, though not so much in the upper house. 
However, on this particular occasion, the graciousness of members of the 
upper chamber, as well as of the lower, in giving up time over the Christmas 
holidays and through the first couple of months of the year, to attend the 
committee with such keen interest in the work, was a factor which struck 
me particularly. The members of the Commons, of course, have not had any
thing like the experience that individual or collective senators have had in 
dealing with a measure which has not only such a tremendous amount of 
social implications but which is also so complicated financially. I myself have 
had no experience with a joint committee, except for the Joint Committee 
on Indian Affairs a few years ago. I must say, Mr. Chairman, that I was simply 
delighted with the contribution made, particularly by the elder statesmen.

The Acting Chairman: Thank you, very much. Senator Woodrow?
Senator Woodrow: Mr. Chairman, I clipped the following item from last 

night’s paper:
For better or for worse a pension plan for all Canadians is going to 

be superimposed on the many and varied private plans already in exis
tence.

When you are dealing with the private pension plan, you are not super
imposing anything. That is a matter to be worked out, is it not?

Hon. Miss LaMarsh: Yes, sir, it is.
Senator Woodrow: So this is incorrect?
Hon. Miss LaMarsh: I may say, senator, that this is not the first newspaper 

report that I have found to be erroneous in reporting the Canada Pension Plan.
Senator Woodrow: That is right. You have not changed your plans of 

working it out.
Senator McCutcheon: Why, Miss LaMarsh, is this plan not worked out with 

regard to private pension plans?
Hon. Miss LaMarsh: We have to work out a solution to integrate a private 

pension plan, in the case where we are the employer; that is, the Civil Service 
plan.

Senator McCutcheon: Your own private plan.
The Acting Chairman: Senator Molson?
Senator Molson: Why was it considered necessary to relate the Canada 

Pension Plan to the pension index and the earnings index?
Hon. Miss LaMarsh: It may not have been necessary, senator. There are two 

different approaches. One approach is that which has been used in the United 
States, and heretofore, at least, in the flat rate pension, and that would leave 
inevitable increases to more or less spasmodic legislative action. The other 
approach, adopted by other countries, is an attempt to put some regularity into 
increases and have them more closely parallel the experience outside the com
munity. After looking at the schemes in other countries which have an auto
matic feature, and the way in which increases have come about in the United 
States, it was considered to be preferable to use the automatic acceleration 
method.

Senator McCutcheon: The use of the consumer price index will not bear 
the same relation to the income of the person who is emerging from the labour 
force; it will merely keep him standing still. Why did you not use the pension 
index throughout at the end of ten years? We do not want prices to go up, we 
want productivity to go up.
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Hon. Miss LaMarsh: I would think, senator, it would be agreed by those 
of all political faiths that as Canada becomes richer we would hope that there 
would be an acceleration—a sharp one, if justified—in the amount of money 
available to all Canadians, including the retired group. I have never said, nor, 
so far as I am aware, has any government spokesman said, that we believe the 
amount of flat rate pension is sufficient for all time. “Sufficient” is a pretty loose 
word, in any event, but I would contemplate in future there will be an increase 
in this amount. I have also discussed this on a philosophical basis with my 
deputy minister, who I think is the only official who has been associated with 
all welfare measures since 1927, as to what exactly is “enough”, and it seems 
that it cannot be decided, even on a philosophical basis, much less on a dollar 
basis.

Senator McCutcheon: What you are saying is that tying the old age 
security to the consumer price index does not, in your opinion, bar future cate
gorical increases in the old age security payments?

Hon. Miss LaMarsh: You put it so much better than I do, senator. That is 
correct.

Senator McCutcheon: That being the case, Miss LaMarsh, why do you put 
that index in? You have denied, of course, that the Government expects the 
cost of living to go up and up and up, but this plan says implicitly that it will 
and the Government must expect the cost of living to go up. Here they give us 
estimates based on a 2 per cent and a 1£ per cent annual increase, or vice 
versa. If you recognize that an increase is going to take place from time to time, 
in any event—and I will not quarrel with that—then, why put the index in?

Hon. Miss LaMarsh: Because unless and until such increases take place, 
those who are in retirement will be able to keep up with the changes in 
the economy.

Senator McCutcheon: No, they will not be able to keep up with the 
changes in the economy.

Hon. Miss LaMarsh: I am not necessarily saying that any potential 
increase in the flat rate pension would be to take care of the increases in 
the cost of living. I thought I indicated rather that it would be to provide 
a larger share of the wealth of the country to those in retirement.

Senator McCutcheon: Then surely you are using the wrong index? It 
is the pension index that refers to increase in wealth.

Hon. Miss LaMarsh: But increases in the flat rate pension would allow a 
higher participation.

Senator McCutcheon: I will not pursue my line of questioning, but 
you are contemplating an increase in the flat rate pension, and I contend 
that psychologically to the public it would be better not to have the index.

The Acting Chairman: Senator Croll?
Senator Croll: From reading what you said in the House of Commons, 

Miss LaMarsh, without being specific, I gather you indicated that the Govern
ment has some further plans almost on tap with respect to those of 75 years 
of age and over?

Hon. Miss LaMarsh: Oh, yes, senator.
Senator McCutcheon: You are not referring to the Senate are you?
Senator Croll: Then I will make it 70 years of age and over.
Hon. Miss LaMarsh: This is no secret. I have been discussing this publicly 

for a year. There is a part of the population, of course, that never can be 
taken care of, either by flat rate pension increases or by a contributory wage- 
related plan, and that may well need public assistance of one kind or another. 
The department has been working with the provinces for more than a year
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on a greatly expanded welfare program. I think it is next week that we are 
preparing for a dominion-provincial meeting of welfare ministers, to be fol
lowed by a dominion-provincial meeting of premiers, and I hope it will then 
be finalized. If and when it is, during the next session of Parliament, I would 
hope that legislation would be back before this committee.

Senator Croll: Miss LaMarsh, I do not know whether this thought is 
shared or not, but I do hope that those of 70 years and over, and the others 
who will be brought in, are on a fixed basis that has dignity, standing, and 
some degree of security. I hope that anything we do does not suddenly turn 
into a welfare problem, because it would be a tremendous mistake.

Senator McCutcheon: It is a fact, is it not, that in no jurisdiction, no 
matter what government-sponsored pension plans they have, have you been 
able to move completely out of the field of welfare?

Hon. Miss LaMarsh: That is quite correct, senator.
Senator McCutcheon: And you never will?
Hon. Miss LaMarsh: Well, it is even more true in a country such as 

Canada which has such a broad spectrum of living conditions. In some parts of 
Canada $75 is considered, if not munificent, at least, adequate.

Senator McCutcheon: $150 a month is pretty good in Newfoundland out- 
ports?

Hon. Miss LaMarsh: Well, I have not lived there, but I am told that in 
some cases it is more than the wage-earner of the family has. But I do not 
think that anyone could ever try to support a proposition that that amount 
of money for an aged couple living in an urban centre will even keep life 
alive. There is a group of individuals already on OAS who require public 
assistance; and I think I have already said publicly that we feel that the need 
is to abandon the means test and to look at an individual’s need, so that one 
may tailor assistance programs to the individual depending upon where he 
lives. Enough to live on in one place, as I say, is more than adequate in other 
places, while in still others it means starvation. The public assistance programs 
are terribly important. I sort of see them as halves an apple, the contributory 
pension plan with respect to our income-earning citizens, and the assistance 
program equally important for others who are not reached, and could never 
in contemplation be reached, by a program which is based upon adequate 
lifetime earnings and contributions made on them, in addition to those who 
have not been able, over their lifetime, to build up a good enough pension 
for retirement. I do not think it is possible anymore to say what used to be 
said in the nineteenth century, that the poor will always be with us. I do 
not think people today agree it is necessary that the poor be always with us. 
If we can learn anything we must learn that we can do away with poverty. 
And, as a matter of fact, there is a gentleman south of our border who has 
made a good thing out of talking about this. We here in Canada are not just 
talking about it. It seems to me the goal of our society is to do away with 
poverty and not to accept the inevitability of the poor and to be satisfied only 
to give them handouts.

Senator Croll: I think about 20 per cent of those people 70 and over 
obtained assistance. The point I am making is there was a principle which 
stood out by itself and had dignity in it, whereby the man said, “This belongs 
to me, and this is not public assistance.” Surely you have to help them. What 
you have said makes absolute sense, but in the assistance you may give 
those people of 70 and over you have to be careful not to detract from the 
great program that is there at the present time and carries far more than 
welfare with it.
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Hon. Miss LaMarsh: Of course, that program is going to be reduced to 
those aged 65, and they have a direct share in what is happening in their own 
country.

Senator McCutcheon: Have you thought of using an income test?
Hon. Miss LaMarsh: Yes, we thought of it.
Senator Croll: And threw it out.
Hon. Miss LaMarsh: Yes.
Senator McCutcheon: Why?
Hon. Miss LaMarsh: Because it is really a means test: you look at how 

much people are getting and decide whether or not they qualify. Means tests 
are things which most people in the social field and in the welfare field feel, 
are antiquated.

Senator McCutcheon: I do not agree with you that is a means test, but 
we have not the time for a philosophical discussion this morning.

The Acting Chairman: Any further questions?
Senator Smith (Queens-Shelburne) : I would like to ask a question of 

the minister. Are teachers in a province considered to be employees of the 
provincial government for the purposes of the act?

Hon. Mr., Benson: No, they are not for the purposes of the act, unless 
they are in fact employees of the provincial government. There are some 
teachers that are employed by provincial governments, I understand, by the 
departments of education, in which case they would be employees of the 
province.

Senator McCutcheon: Such as teachers’ college staff?
Hon. Mr. Benson: Yes.
Senator Smith (Queens-Shelburne): In other words, the teachers in city 

or town schools employed by those particular school boards would be under 
the Canada Pension Plan like everybody else in the country?

Hon. Mr. Benson: Yes.
Senator Smith (Queens-Shelburne) : And their contributions will be 

matched?
Hon. Mr. Benson: Yes.
Senator Smith (Queens-Shelburne) : Have there been some approaches 

to the department with regard to the inclusion of provincial employees under 
section 7 of the act? Are those people who are working in a province under 
the provincial superannuation schemes coming forward and seeking agree
ment with the department in order to integrate them in some fashion similar 
perhaps to that of a civil servant?

Hon. Miss Lamarsh: Some months ago Mr. Hart Clark of the Department 
of Finance, whose particular responsibility has been to deal with the integra
tion of the civil service pension, toured across the country to provincial 
capitals, explaining the plan and possible methods of integration to provincial 
officials who will be responsible for their own civil service plan’s integration, 
in some cases such as teachers’ pension plans. We are given to understand 
they understood fully and saw no particular difficulty. In particular Mr. Clark 
saw those who would be integrating the teacher plans, since there has been 
some special concentration on them from the Canadian Teachers’ Federation. 
No difficulty at all is foreseen in making sure that teachers do not lose any
thing when their plans are integrated with the Canada Pension Plan.

Senator Isnor: Miss LaMarsh, if and when the act is proclaimed law will 
your department be issuing a pamphlet or booklet to firms who presently 
have private pension plans so as to show them how to operate?
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Senator McCutcheon: Miss LaMarsh will just send them a copy of the 
act. It is very simple!

Hon. Miss LaMarsh: I would think, Senator Isnor, if such a book is sent 
out it will be from my colleague’s department. But it should be recalled, pre
supposing passage by the Senate, and perhaps I am unjustified in presuppos
ing the honourable Senate will deal with the Pension Plan in a favourable 
way—it will be appreciated there is a period of 30 days after the bill is 
proclaimed in which it will be ascertained what provinces, if any, will be 
in the plan and what provinces, if any, will be enacting comparable legisla
tion of their own and thus not be covered. We would have to wait until the 
expiry of that 30-day period before we started sending out information.

Senator Isnor: I think it would be very helpful if you sent out a pamphlet 
or booklet before.

Hon. Miss LaMarsh: I do not know whether the senators know—I did say 
it in the house, but somehow this did not seem to be reported publicly—

Senator Connolly (Ottawa West): Nothing that gets on Hansard is ever 
reported publicly.

Hon. Miss LaMarsh: Most senators, and one in particular, know the 
public attitude taken by insurance companies who are responsible for about 
25 per cent of the private pensions. The trust companies administer about 75 
per cent of the private pensions in the country. Within the past year the trust 
companies have been in communication with my department and have offered 
their assistance. They have been down to see my officials and have been work
ing very actively towards the integration of the private schemes which they 
administer, and the Canada Pension Plan.

Hon. Mr. Benson: In this regard there will be an interim document avail
able for people who are interested in the pension plan. We hope to get out a 
mimeographed form to circulate until a printed document is available.

Senator Croll: In both languages?
Hon. Mr. Benson: Everything is in both languages.
Senator McCutcheon: I would like to make one comment. It seems to me 

Miss LaMarsh is reflecting a little unfairly on the life insurance companies, and 
possibly not. I think their presentation was made in good faith because they felt 
they had alternatives that were, in the circumstances, more satisfactory.

I make this further comment, that by and large trustee pension funds do 
not provide any guarantees of benefits, and from that point of view it is 
infinitely easier to integrate that type of pension fund with a scheme like this 
than those with an insurance pension plan which does provide guaranteed 
benefits.

Hon. Miss LaMarsh: I would hope the senator would not think I was 
inferring that about insurance companies. I did assume their attitude, which 
was made clear before the joint committee, was known to all honourable 
senators, but the other side of the coin, I am sure—

Senator McCutcheon: Maybe I am a little sensitive.
Hon. Miss LaMarsh: Perhaps.
Senator Cameron: Mr. Chairman, the question I want to ask does not bear 

directly on the immediate situation, but I have the feeling it is going to affect 
the pension plan and retirement plan very seriously in five or 10 years, and 
that is the impact of rapid technological changes.

The question I want to ask is: Has any interdepartmental committee been 
set up yet concerned with long-range planning to deal with the impact of these 
changes which are bound to affect employment and earnings for large groups 
of people? Just take the illustration of the Toronto printers’ strike and the
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impact that it has had on those people. This will be multiplied many times for 
the next 10 years. It seems to me that some plans might be made in expectation 
of what might happen. Is there any such thing as an interdepartmental com
mittee to deal with this at the present time?

Hon. Miss LaMarsh: Not exactly, but the Department of Labour has been 
increasingly concerned over the years about the problems of automation. I 
think the senators will know that the minister announced, as his department 
will be responsible for the National Employment Service, a stepped-up man
power program, the first and most important subject of which is the study 
of automation. In addition the overall picture of what will happen within 
and without government will be studied. It will be appreciated that during 
the last two years there has been an Economic Council of Canada which has 
been considering the particular point with reference to the situation in the 
future.

Senator Cameron: In talking to business people about this, they are 
beginning to say “We are doing some planning, but we cannot plan very far 
ahead unless the Government gives some indication of what their long-range 
plan will be so that business will know the kind of climate or framework within 
which they are likely to have to make their plans.”

Hon. Miss LaMarsh: This is one of the basic reasons for the Economic 
Council of Ganada. It is difficult for a Government to plan ahead when it 
does not have a majority in the house, and when it realizes that tomorrow 
it may not be the Government. But for the last few years Canada has had a 
number of minority governments, so long-range planning was put in the 
hands of a body that was not quite as immediately responsive to what may 
happen on successive election days.

Senator Cameron: I think the Economic Council itself could become frus
trated unless there was some indication from the Cabinet as to how far 
they might go. I realize the difficulty of your position, but I have reason to 
believe that there is some uneasiness on the part of these people that there 
wasn’t a sufficient concern or activity at high political levels to make some 
long-range plans.

Hon. Miss LaMarsh: Well, to relate this to the Canada Pension Plan, it 
is known there is a very high-powered interdepartmental committee that put 
the plan together. At every stage along the way the Labour Department, the 
Finance Department as well as the Department of National Revenue and the 
Department of National Health and Welfare and some others, including the 
Unemployment Insurance Commission, the Comptroller of the Treasury and 
the Department of Insurance, were particularly interested from their own 
points of view. Their viewpoints were never forgotten while the plan was 
being put together, or what the effect of the plan would be on the future. 
Schemes of this kind have been in operation for many years in other industrial 
countries, and we have some idea of what happened there as guidelines.

The Acting Chairman : Any other questions? Would the committee like 
to deal with the bill before the ministers go?

Some Hon. Senators: Yes.
The Acting Chairman: Shall the preamble carry?
Hon. Senators: Agreed.
The Acting Chairman: Shall the title carry?
Hon. Senators: Agreed.
The Acting Chairman : Shall I report the bill without any amendment? 

On division?
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Senator McCutcheon: On division.
Senator Croll: May I suggest that we let both the ministers know how 

appreciative we are that they came down here, and how helpful they have been 
to us on this bill.

The committee adjourned.










