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ORDERS OF REFERENCE

House or COMMONS,
Fripay, June 7, 1940.

Resolved,—That the following Members do compose the Standing Com-
mittee on Banking and Commerce:—Messrs. Black (Cumberland), Blackmore,
Bercovitch, Blair, Casselman (Edmonton East), Claxton, Cleaver, Coldwell,
Donnelly, Dubuc, Eudes, Factor, Fontaine, Fournier (Hull), Fraser (Northum-
berland), Fraser (Peterborough West), Graham, Gray, Hanson (York-Sun-
bury), Harris (Danforth), Hazen, Hill, Jackman, Jean, Johnston (London),
Kinley, Lacroix (Beauce), Laflamme, Lapointe (Lotbiniére), Macdonald (Hali-
faz), Macdonald (Brantford City), Macmillan, McGeer, Mecllraith, McNevin,
Marier, Martin, Maybank, Mayhew, Moore, Perley, Picard, Quelch, Raymond,
Ross (St. Paul’s), Slaght, Thorson, Tucker, Ward, Woodsworth.—50.

Attest.

ARTHUR BEAUCHESNE,
Clerk of the House.

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

Attest.

ARTHUR BEAUCHESNE,
Clerk of the House.

FripAy, June 14, 1940.

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

Attest.

ARTHUR BEAUCHESNE,
Clerk of the House.

i Monpay, July 8, 1940.
Ordered,—That the subject-matter of Bill No. 26, An Act to incorporate

The Alberta Provincial Bank, be referred to the said Committee for considera-
tion and report.

Attest.

ARTHUR BEAUCHESNE,
Clerk of the House.
6560—1}
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Frmay, July 12, 1940.

Ordered,—That the said Committee be empowered to print from day to
day, five hundred copies in English and two hundred copies in French, of
its Minutes of Proceedings and Evidence in relation to the subject-matter of
Bill No. 26, An Act to incorporate The Alberta Provincial Bank, and that
Standing Order 64 be suspended in relation thereto;

Ordered,—That the said Committee be given leave to sit while the House
is sitting;
Ordered,—That the quorum of the said Committee be reduced from fifteen
to ten members, and that Standing Order 63 be suspended in relation thereto.
Attest.
ARTHUR BEAUCHESNE,
Clerk of the House.

Monpay, July 15, 1940.

Ordered,—That the name of Mr. Ross (Calgary East), be substituted for
that of Mr. Mecllraith on the said Committee.

Attest.

ARTHUR BEAUCHESNE,
Clerk of the House.



BANKING AND COMMERCE v

REPORT TO THE HOUSE

Frmay, July 12, 1940.

The Standing Committee on Banking and Commerce begs leave to present
the following as its

SecoND REPORT:

Your Committee recommends:—

1. That it be empowered to print, from day to day, 500 copies in English
and 200 copies in French, of its minutes of proceedings and evidence in relation
to the subject-matter of Bill No. 26, An Act to incorporate The Alberta Pro-
vineial Bank, and that Standing Order 64 be suspended in relation thereto;

2. That it be given leave to sit while the House is sitting;

3. That the quorum of the Committee be reduced from fifteen to ten
members, and that Standing Order 63 be suspended in relation thereto.

All of which is respectfully submitted.

W. H. MOORE,
Chatrman.






MINUTES OF PROCEEDINGS

TurspAy, July 16, 1940.

The Standing Committee on Banking and Commerce met at 10.30 a.m., the
Chairman, Mr. Moore presiding.

Members present: Messrs. Blackmore, Blair, Casselman (Edmonton East),
Claxton, Cleaver, Donnelly, Eudes, Factor, Fontaine, Fraser (Peterbm:ough
West), Graham, Hanson (York-Sunbury), Hazen, Hill, Jackman, Jaques, Kinley,

Laflamme, Macdonald (Halifaz), Macdonald (Brantford City), McNevin,
Mayhew, Ross (Calgary East), Thorson, Ward.

At 11 o’clock the Committee adjourned its consideration of other business,
and proceeded with the following reference, viz:—

“ That the subject-matter of Bill No. 26, An Act to incorporate The Alberta
Provincial Bank, be referred to the said Committee for consideration and report.”

In attendance: Hon. J. L. Ilsley, Minister of Finance, Hon. Solon E. Low,

Provincial Treasurer of Alberta and Duncan K. MacTavish, K.C., Counsel for
the Province of Alberta.

This being the first occasion for the Hon. Mr. Ilsley to attend the Com-
mittee as Minister of Finance, Mr. Kinley, on behalf of the other members of
the Committee, extended greetings to the new Minister.

On motion of Mr. Blackmore, the Committee decided to hear a statement
by Mr. MacTavish, Counsel for the Province of Alberta.

A point having been raised as to the competence of Parliament to pass a
bill excepting several sections of a general Act, instructions were given to obtain,
for the next sitting, the opinion of the law officers of the Department of Justice.

The Hon. Solon Low, Provincial Treasurer .for Alberta, was called and
examined.

At 1 o’clock the Committee adjourned until to-morrow, Wednesday, July 17,
at 4 o’clock, p.m.

R. ARSENAULT,
- Clerk of the Committee.
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MINUTES OF EVIDENCE

Housk oF Commons, Room 268,
July 16, 1940.

The Standing Committee on Banking and Commerce met at 11 am. The
Chairman, Mr. W. H. Moore, presided.

Appearances:

D. K. MacTavish, K.C., appeared as sponsor of the bill.
Hon. Mr. Solon Low, Provincial Treasurer, province of Alberta.

The CuaRMAN: Gentlemen, I think we should proceed with the Bank of
Alberta Bill. This bill is an act to incorporate the Alberta provincial bank.
Mr. Blackmore, would you say a word?

Mr. Brackmore: Mr. Chairman, the province of Alberta has undertaken to
find a way, if possible, in which they can improve the economic conditions in
the province. They have now reached the point at which they believe that the
granting of a bank charter to the people of Alberta would be of assistance
to them. They are now asking the Dominion government to grant them a
charter so that they may establish a privately-owned provincial bank. The
bill which is the result of the request has now reached the point at which this
committee is called upon to consider it.

The CuAmMmAN: I understand that Mr. MacTavish is representing the
incorporators.

Mr. Brackmore: Yes.

The CrarrmaN: Will you move that Mr. MacTavish be heard?
Mr. Brackmore: If that be necessary.

The CuAmMAN: It is necessary.

Mr. Brackmore: Then I so move. Mr. Low is here also for the provincial
government.

The Caamrman: Do you desire that Mr. MacTavish be heard first?
Mr. BrackMmore: Yes.

Mr. Kinvey: Mr. Chairman, this is the first occasion that the new Minister
of Finance, Hon. Mr. Ilsley, has graced the committee with his presence. I
should like to move a motion extending greetings to the new minister and our
appreciation of the fact that he has been transferred to the important Depart-
ment of Finance.

The CramRMAN: Carried unanimously.

Hon. Mr. IusLey: Thank you, Mr. Chairman and gentlemen.

The CuARMAN: Mr. Blackmore, do you desire Mr. MacTavish or Mr. Low
be heard first? :

~ Mr. Brackmore: Mr. MacTavish is representing the province of Alberta
in this proceeding and Mr. Low, the provincial treasurer of Alberta, is here
to present Alberta’s case along with Mr. MacTavish.

Mr. Warp: Before Mr. MacTavish speaks I should like to ask Mr. Finlayson

if it is within the purview of the Parliament of Canada to pass this bill with
the deletion of all these clauses that we see here.
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The CrarmaN: Mr. Finlayson is, of course, representing the Department
of Insurance. He is hardly an authority on banking.

Mr. Finvayson: I am not qualified to speak with regard to banking.
The Cuamman: All right, Mr. MacTavish.

Mr. MacTavisa: Mr. Chairman and gentlemen, the purpose of this act is
to incorporate a bank to carry on, generally speaking, the same classes of
business as are now carried on by the chartered banks. The Bank Act provides
for the incorporation of chartered banks and provides as a schedule to the
act a draft bill. For reasons which will appear obvious shortly it was necessary
to deviate greatly from the actual wording of the draft bill and that has been
done by way of exception of certain sections, and the excepting section of the
bill that is before you gentlemen is Section 7.

One of the members of the committee has raised the point, which perhaps
I may deal with right at the outset, as to the competence of parliament to pass
a bill excepting certain sections of the act. I think the legal officers will agree
that the draft bill is merely there as a guide; there is nothing in the statute
which says that every chartered bank must keep within the exact wording of the
four corners of the model bill provided. So that I think in answer to the
question raised, it is within the competence of parliament to pass an act
excepting certain sections of the Bank Act. As a matter of fact, the exceptions
which are stated not to apply to this bank, in practically all instances, deal
with matters which mechanically cannot arise in a publicly-owned bank; that
is to say, matters of the rights of shareholders at meetings and quorums and
that sort of thing, because in this case there is in effect one nominal shareholder.

The Crarman: Mr. MacTavish, would you give me a moment. Bearing
in mind Mr. Ward’s suggestion, does it appeal to the committee that we should
ask the law officers to attend the next meeting of the committee and give us a
report on jurisdiction. Would that meet with your view, Mr. Ward?

Mr. Wagrp: Yes.
The CrAmrman: Carried.

~ Mr. McTavisu: That being the case, Mr. Chairman, I think probably
1t would be most useful from the point of view of the committee, dealing with
the matter with as much expedition as possible, if I went through the act
section by section and make, if I may, comments as I go along. Before
doing that, however, I should say that I am instructed by the provinee of
Alberta to state that they are quite prepared to have the bill which is now
before you amended by the addition of two sections which I shall read when
I come to the proper portion of the act.

The explanation for these amendments is that this bill has, as you know,
been discussed rather widely but in an informal and shall we say unofficial
way. The representatives of the province of Alberta who are down here
and who have had the benefit of discussing the bill with several members of
parliament have, with a view to meeting the comments and suggestions made
by different members, added these two seetions to which I shall refer shortly.

Hon. Mr. Haxson: Before Mr. McTavish goes into the details of this

bill may I make the suggestion and ask him a question?

The CHAmRMAN: Certainly.
~ Hon. Mr. Hax
discussed in the H
of Finance was to
but shall be refer
Commons. The p

son: If you will recall, the principle of this bill was not
ouse of Commons. The amendment of the then Minister
the effect that the bill shall not now be read a second time
red to this committee, and that carried in the House of

oint 7} - '3 ¥ ahis 4 % 'y
oW st the very which I desire to make is this: should this committee

outset of this di i i inci
e Aot i is discussion confine itself to the principle of
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the bill; and the question which I desire to ask Mr. MacTavish is this: Is
this not a bill in its present form an attempt to set up a department og
the government of Alberta rather than to establish what we know as a .bank.

Mr. MacTavisg: Mr. Chairman and Mr. Hanson, that question 1s one
which raises matters of policy upon which I am _probably not, quahﬁed to
speak. I think I can quite properly say this, that in my view for what it is
worth and in the light of my instructions, I am satisfied that the bill is nothing
more than what it appears to be, namely a bill to incorporate a bank to carry
on the classes of business generally speaking that are now cax_'rled on by the
chartered banks and that would be carried on by any ordinary chartered
bank which came to parliament. Now, you ask if a chartered bank—

The CHAIRMAN: Mr. MacTavish, may I again interrupt? Possibly, Mr.
Hanson, we should ask Mr. Low to answer your question. It seems to be
a vital question and we should consider it at the outset. Mr. Low, would
that be your desire?

Hon. Mr. Low: All right.

Mr. Graram: Before Mr. Low replies—

The CHAIRMAN: Mr. Low is h
Mr. Hanson’s question.

Mr. GraraMm: I think it would help Mr. Low and Mr. Hanson if Mr.

MacTavish read the two proposed amendments so that we would follow Mr.
Low.

ardly making a reply; he is going to answer

Mr. MacTavisu: Perhaps I may read them now. For convenience, gentle-
men, I felt they should be inserted after seetion 9 of the bill; although they
are not of a nature that required them to fall in any particular part of the
bill. They read as follows. I call the first one for convenience 9a to indicate
a new section. 1. “If any part of the paid up capital is lost the provincial
treasurer shall out of the general revenue fund of the province of Alberta forth-
with pay to the bank an amount equivalent to the loss: provided that all net
profits shall be applied to make good such loss.” Subsection 2: “Any such
loss of capital and the payment if any made in respect thereof shall be men-
tioned in the next return made by the bank to the Minister of Finance.”
Subsection 3: “In addition to the liability imposed by section 125 of the Bank
Act in the event of the property and assets of the bank being insufficient to
pay its debts and liabilities the province of Alberta shall be liable for the
deficiency.”

Mr. Tuorson: How would you enforce these obligations?

_ Mr. MacTavisu: They would be enforced, Mr. Thorson, in my view
in exactly the same way that the almost similar sections of the Bank Act are

enforced; that is to say the actual sanction behind it would be the withdrawal
of the right to do business.

~ Mr. Trorsox: Suppose you have the province defaulting on that obliga-
tion as it has defaulted on others, what sanction would there be to compel the
province to make good the capital losses to the bank?

Mr. MacTavisa: I 'think, sir, the analogy would be exactly that situation
which would arise in the event of a chartered bank when the final liability
fund for payment of liability is exhausted, then there would be a loss. Here
you have the backing of the assets of the province; whereas under the Bank
Act you have now a dwindling double liability; it has more or less dis-
appeared. The same sanction would apply generally, and as far as the

recoupment 1s concerned you replace what I referred to as dwindling double
liability of the chartered bank with the assets of the—

- Mr. Cueaver: You believe you have authority to permit the liquidator to
wind up the bank and sue the province and recover against the province?
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Mr. MacTavisH: They were not provided with that, Mr. Cleaver, because
I think the winding-up provisions of the Bank Act generally would apply and
that receiver or liquidator, whatever he may be, would have all powers under
the Bank Act.

Mr. Creaver: I take it you do not think the powers of the section are wide
enough to make the province liable?

Mr. MacTavisH: I think there can be no question about the liability of
the province.

Mr. Creaver: In your opinion does the section as drafted clothe the
liquidator with authority to obtain a judgment against the province? Could
that judgment be obtained without the consent of the province to be sued?

Mr. MacTavise: Yes; because that raises the next section which we added

anl(li which I shall now read. It covers that point exactly and it reads as
follows:—

9. (b) The bank shall be liable to be sued in the same manner and
to the same extent as any bank which is subject to the provisions of the
Bank Act being Chapter 124 of the Statutes of Canada, 1934.

Mr. Creaver: That is not the province. My question is as to whether the
liquidator may sue the province of Alberta and obtain judgment against the
province of Alberta.

Mr. MacTavisa: In the event of the paid-up capital being lost?

Mr. CrLeaver: Yes.

Mr. MacTavisa: Well, my answer to that—

Mr. CLeaver: There is no use in suing a defaulting bank; you must be able
to sue someone who has financial responsibility.

Mr. MacTavisa: Well I think my answer to that is the answer I gave a
moment ago, that the liquidator in my view would be able to pursue the assets
in the same way that he—

Mr. CLeaver: Pursue the assets, but can he pursue the province of Alberta?

Mr. MacTavisu: I cannot see why you could not. ;

Mr. Creaver: 1 very much doubt it.

The Cuamrvan: Mr. Low will make his statement now. Mr. Hanson,
would you care to restate your question to Mr. Low?

Hon. Mr. Haxsox: I do not know that I can do it. My view is that before
we get into a discussion of the sections of the bill and the modus operandi that
Mr. MacTavish is seeking to indicate, we should discuss the principle of the
bill such as this and the need and necessity for it, and that we should endeavour
to differentiate if we can to the satisfaction of this committee, that this will
b_e a real bank and not just a department of the government of Albera. My
view is this: an attempt is being made under the guise of banking to set up a
department of the government of Alberta which will have note-issuing power.
That seems to me the ultimate objective of this bill. Now, I should like to hear
"che'prmmple discussed and the necessity for this bill and then I respectfully
mvite the Minister of Finance sometime during the discussion, after we have
heard the proposal, to state the attitude of the department because we all
recognize that the ministry has responsibility in connection with a matter of
this kind.

Now, T hope I have stated my request succinetly and clearly.

The CrArMAN: Mr. Low.

: N’Il‘he \VITNE}SS: Mr. Chairman and gentlemen of the committee, in answer
0 Mr. Hanson’s question I should like to state most emphatically that it is

- not an attempt to set up another department of the government of the provinee
[Hon. Solon E. Low.] :
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of Alberta. Our intention through the application of this bill 1s to set up a
provineial bank, a public institution, which will operate n exactly the same
way as a private institution. We feel that this institution will fill a definite and
specific need in the province of Alberta and it is to fill that peed that we have
applied to the Parliament of Canada to put through a bank bill.

Mr. CasseLman: What need?

The Witness: That covers, Mr. Chairman, very much ground; but we are
of the opinion and we think our opinions are sound in this respect, that there
should be an institution in the province of Alberta sponsored by tl_le people of
the province in a co-operative way which will endeavour to increase 't.he
industrial possibilities of the province, which will make it possible to stabilize
prices of certain commodities whose main market is in the province of Alberta,
and which will eventually prove to the whole of the Dominion of Canada, if not

to the world, that the control of credits should be vested in the government of the
country and not in private institutions.

By Mr. Thorson:

Q. In what way will this bank operate in a different manner from that
in which chartered banks operate?—A. In no way at all except so far as the
mechanics would have to be changed to meet the situation where you have

- no directors other than those that are named in the bill; that is there will be
no shareholders except the people of the province of Alberta and their shares
are all vested in the provincial treasurer.

Q. Will it require the same security as the chartered bank requires?—
A. Exactly.

Q. Will it have the same regard for possibilities of losses?—A. Yes,
sir, exactly.

Q. How will it accomplish the purpose you have in mind?—A. Well, in
the first place this' bank certainly would operate on a more extended policy
of credit issue. That is, if a man or an institution or a community or a
corporation cannot put up adequate security they should be entitled to their
credit, and there will be no such thing as premature withdrawals of credit
to render men and corporations helpless as we see to-day all around us.

By Mr. Cleaver:

Q. Do you suggest credit-worthy people and credit-worthy corporations
cannot obtain bank loans?—A. I not only suggest it but I am saying yes very
definitely. That is known quite generally throughout the province, in every
province in the Dominion of Canada.

Mr. GrRaraM: Some years ago I listened—
By Mr. Cleaver:

Q. Before we leave that question I should like Mr. Low to elaborate
on the answer he has made. It is a rather broad statement—A. I realize it
is a broad statement; but I have known in ‘my capacity as provincial treasurer,
especially since the treasury branches were set up in the provinee of Alberta,
of numerous cases of individuals with splendid security—

Q. What do you mean by that?>—A. Men with unencumbered assets,
farm assets and so on.

Q. You refer to real estate?—A. T am speaking of real estate.

Q. I am speaking of industrial plants. You, of course, know that if
you incorporate the bank that under the Bank Act that bank cannot loan
on the security of real estate?—A. Quite true. I have known of cases where
these men have come to me and asked me if it would be possible for the
treasury branch to advance them money because the bank with whom they had
been doing business had withdrawn their credit in spite of the fact that
they had their property otherwise absolutely unencumbered.
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Q. Can we have the case?—A. Yes, I can give you cases of that. One
farmer particularly within a few miles of Edmonton had been carrying on
a small dairy business in the province. He had been milking a number
of purebred cows on his farm. He came to me and gave me adequate evidence
to prove his statement. He was worth some $12,000 to $15,000. He had a
small loan at the bank. The bank foreclosed by asking him to pay, withdrew
the credit. He had to sell his cows to pay that loan. He came to us because
he felt we filled his need. He gave me adequate evidence at least, Mr.
Chairman,—

Q. His assets were unencumbered?—A. Absolutely.

By Mr. Kinley:
Q. Would not his eredit be encumbered by other obligations?—A. Not
at all.
Q. He had no mortgage on the property at all?—A. No.
Q. Is not the Farmers’ Creditors Arrangement Act in force in your province?

Mr. TraorsoN: It would not apply to that.

By Mr. Cleaver:
Q. Do you know the amount of the loan he had from the bank?—A. No,
I do not know.
Q. Of course, that would have a bearing—A. Yes, perhaps it would, but
I have— '
Q. It would have a bearing on the whole situation.

Mr. Gragam: Mr. Chairman, I should like to get back to the statement
I was about to make a few moments ago.

By Mr. Graham:

Q. Some years ago a member of the provincial legislature, Mr. Ansley,
addressed the Rotary Club in my own home town and made it quite clear to
us that if the Social Credit party of the province of Alberta had control of
the chartered banks which then existed they could create eredit merely by the
process of book entry. Now, that is a very debatable point; I think you
will agree with that, but I should like to know if that belief is adhered to by
the government of the province of Alberta and if this bank would be used
with that belief in mind.—A. Mr. Chairman, the government of the province of
Alberta have no more control over what the ordinary members say than the
government of Canada would have over what the M.P.’s would say in meetings.
However, I can assure you, Mr. Chairman, and members of the committee,
that the bank of Alberta, if it is incorporated, will carry on its business on
gle same principles exactly as the ordinary chartered banks do at the present
ime.

By Mr. Thorson:

Q. I thought there was a contention in Alberta that the ordinary bank
carries on its practice in an iniquitous manner—We must, of course, Mr.
Chairman, weed out the iniquities, and that is our proposal.

The Cuamman: Do you doubt that or believe in that?

The Witness: Weed them out.

By Mr. Graham:

Q. I take it, M. Low, that the opinions expressed by Mr. Ansley are
not the opinions of the Social Credit government?—A. Mr. Chairman, I protest

that the question has nothing to do with the bill that is before the committee.
[Hon. Solon E. Low.]
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Q. It has a most important bearing, Mr. Chairman, because it would
be the vital point in my decision as to whether to support this bill or not.—
A. T can say this without hesitation, Mr. Chairman, that the Bank of Alberta
would be necessarily circumseribed by certain regulations under tl.le'Bank
Act, and we intend to carry on the business of the bank entirely within the
regulations by which the incorporation of this bank would be qlrcumscrlbed.

Q. Do you believe you can devise credit by book entries?—A. Yes, I
do, Mr. Chairman, and so do you. I am quite sure that the hon. member
is aware that the banks do extend credit on the basis of their deposits and
capital structure and we intend to do exactly the same thing.

By Mr. Cleaver:

Q. Mr. Low, I take it you intend to make much more generous loans
to individuals than the banks are now making—that is credit to individuals
whom you consider to be credit-worthy >—A. In the initial stages, Mr. Chairman,
it is not our intention to extend loans to individuals at all, but when we do
get to that point we will have to carry on in just as business like a way as
any good organization.

Q. I understood you to say quite distinetly a moment ago when you
were stating the objects and the need for your bank that the need was that
the present banking institutions were not extending credit where it was required
by eredit-worthy individuals?—A. True.

Q. I take it from that statement you intend to extend greater credits
than the existing banks are now extending?—A. Not necessarily, but more
honourable ones. Would you mind if I qualified your statement?

Q. Yes—A. In time.

Q. I also understood you to say that you are not going to withdraw these
credits abruptly after loans were granted—they would not be abruptly recalled?
—A. Unless there is a mighty good reason for so doing.

Q. If having made generous loans you undertake, or your policy will be
not to require payment of them, if your depositors want their money which
they have deposited in the bank, how do you propose to obtain it for them?

—A. We propose to keep adequate reserves to meet the demands for repay-
ment by increasing the capital struecture.

Hon. Mr. Hanson: Mr. Chairman, Mr. Low has in part answered one
point, one question I raised concerning the necessity for the bank. He says in
effect, if I understand him correctly, that one of the reasons why this bank
is required is because the present chartered banks do not extend sufficient

credit to the people of Alberta; is that not a correct statement of your position,
Mr. Low?—A. Partly, yes, Mr. Hanson.

Hon. Mr. Haxson: I think we should keep that point in mind if we
are to make any real progress.

The Wrrness: Yes. There is another point which I should like to make
quite clear just in that connection. There are a good many small industries
in the province of Alberta that have been struggling for years to become estah-
lished, and those small industries have not been given the assistance which
they could be given. As a matter of fact, Mr. Chairman, the practice has
developed into such as this: a small industry will apply to a bank for advances
of credits for operating capital and the bank will say: Now, if you ean get
the provincial government to guarantee your loan under one of their Acts
such as the Co-operative Associations’ Guarantee Act or something of the
kind then we will give you the loan. In nine cases out of ten the bank will
send those people down to us to see if it is possible to get our backing, and
if they get our backing, then they will grant them the advances. Now, I
Just ask you in all fairness, Mr. Chairman and gentlemen, who should get
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the cream of the business, the institution that stands to lose in case anything
happens to the small industry or the institution—the private institution that
is advancing the money on the guarantee of the province? Now, I stress
the point that it is mainly to fit that need at the present time that we are
asking for this bank; because we are endeavouring to increase the industries
in the province of Alberta and to put them on their feet. We need industry.
We can support industry, and we have shown through the operation of our
treasury branch system that industries can be sustained and the people will
support them if they are there and we can manufacture the goods and put them
on the market. There is one other point I should mention here and stress.
There are associations in the province of Alberta that are endeavouring to
stabilize the supply of first-class beef and mutton on the markets, and their
endeavour has met with some success, but only after they have obtained provin-
cial guarantee of loans at the bank. Now, if the province of Alberta has to
guarantee the loans to enable those feeder associations to stabilize the supply,
then why in the name of common sense should we take all of the responsibility
as a provincial government and let the private institution take the cream of
the business? We are out there to get the eream of that business for the
people of the province where it belongs.

By Mr. Cleaver:

Q. You think you should make the loans and get the interest? A. Yes—
the same liability is there.

Q. A moment ago in reply to a question of mine you indicated that as
your borrowings increased—as your loans to private borrowings increased—
that you would place your bank in a position to carry those loans by increasing
your capitalization?—A. Yes.

Q. If you are going to do that, and if that is the object you seek to obtain,
why not make your loans direct to those industries which you wish to help
and make them from the government?—A. Up to the present time?

Q. Yes—A. We have no authority to do so.

By Mr. Thorson:

Q. Have you not by your answer indicated that your main purpose is to
establish the government as a lending institution?—A. No, Mr. Chairman, not
to establish the government at all, but to establish the bank.

By Mr. Cleaver:

Q. My point is this: our present incorporated banks would not get very far
financing the commercial loans in this country, if they were doing so solely on
their capital assets?—A. That is right.

Q. They are permitted to carry on these financial operations because there
are people in the country who— —A. —make deposits.

Q. Yes, make deposits—A. That is right.

Q. And the essence of the deposit itself is that it is a call loan to the bank?—
A. That is right.

Q. If you intend to finance your banking operation by inereasing your
capital and not from depositors’ money, I do not see the point of incorporating
your banl.c.—A.. I think the hon. gentleman misunderstood the answer. Naturally,
1t is our intention to increase the capial as it is required, more in the nature of
reserve than for the purpose of financing. We intend to make this a bank of
deposit and 1ssue. I might point out that our present treasury branches are
recelving deposits, and these deposits have climbed to quite a large sum of money,
showing that there are a great many people in the province of Alberta who

have confidence in the system. These d i
Kot bs e b ystem ese deposits, undoubtedly, could be made

[Hon. Solon E. Low.]
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Q. So on second thought you— —A. No, on first thought.

Q. —you really do agree—all right, on first thought—you agree that tglis
bank if it is incorporated will do a large measure of its financing on deposits?—
A. Oh, in fact a major portion of it.

Q. To come back to the question I asked: if the depositors should lose
confidence in the bank and should demand their money, what then do b e
propose to do? You say you will not call in the commercial loans you made;
you will not embarrass them—A. No, I think you are taking the extreme view.
}V;Ve must in cases of emergency draw in the commercial loans. Surely we would

ave to.

Q. I would have thought so.—A. Surely.

By Hon. Mr. Hanson:

Q. Mr. Low, I shall be unable to stay here long, but if I am permitted I
should like to ask another question. Behind your statement to the effect that
customers of the bank are being denied credit on the strength of their own
security and on the strength of their own paper and are being directed by the
chartered banks to go to the government for a guarantee, behind that is there
not forced on one’s mind the reason, namely, that because of certain types of
legislation which have been passed by the provinecial legislature the banks
cannot secure their despositors’ money in making the so-called free loans
without the guarantee; is that not the reason why the banks have asked for a
provincial guarantee; or am I wrong?—A. Well, I think, Mr. Chairman, that
you are wrong, definitely.

Q. There is no legislation that stands in the way of free loans?—A. The
banks of the province of Alberta have been able to secure their loans adequately

in the past, and they are still able to do so, and they are still able to make
collections on those securities.

Q. Oh, yes, but you are evading my question; you are not meeting it. Is
there not on the statute books of Alberta certain types of legislation which
would prevent the banks getting back their depositors’ money if as and when it
is required to meet the demands on them? That is the point?—A. Up to July 1,
1936, their loans are subject to certain—at least, they come under the purview
of the adjustment board and definite settlements are made there—not forced
settlements, settlements such as are made by the Farmers’ Creditors Arrangement
Act, and the banks have seemed quite satisfied with them in the past. 1 shall
not touch anything beyond July 1, 1936—prior to that date.

By Mr. Casselman:

Q. There is nothing to prevent you at your next session of your legislature
extending that time from the 1st of July, 1936, to the 1st of July, 1940, just
as you have done in the past?>—A. Yes, Mr. Chairman, there is; that is fair
dealing. We have tried out there to be fair.in our dealing, and we kept the
1st July, 1936, as the dead line because that was the end, or the beginning at
least of the end, of the depression, and all loans up to that time which had been
made during the depression certainly were subject to some modification, and they
all recognized that, :

Q. In further answer to Mr. Hanson’s question, as far as loans preceding
July, 1936, are concerned, the banks have not fully the rights to get back the
loans they made; that is the law to-day?—A. No, that is not right, Mr. Cassel-
man, If they can show to the satisfaction of the Debt Adjustment Board that
they are entitled to get full settlement they get it. If they cannot do that—and

remember that the Debt Adjustment Board 1s a commission independent of the
government that carries on its own policy—

6560—2



10 STANDING COMMITTEE

By Mr. Cleaver:
Q. You can see that the banks are in the business of making money?—
A. Yes.
Q. Now, what interest rate do they charge on their commercial loans in
Alberta?—A. I think from 6 to 7 per cent.

Q. Right. And the maximum interest that the banks could earn on securi-
ties that they would buy would be 3 per cent?—A. Well, that would depend upon
what securities they could buy.

Q. You as provincial treasurer do not need to do any guessing, I am asking
you what, in your opinion—what interest return could a bank obtain on the
securities they would buy?—A. Well, I think from 3 to 4 or 4} per cent.

Q. All right. So a bank would earn at least double the rate of interest
on priviate loans that they would earn on securities?—A. That is right.

Q. Is it not perfectly obvious to anyone that the reason for foregoing that
profit and keeping their deposits invested in securities largely rather than these
valuable commercial loans is because they cannot obtain commercial loans that
are safe?—A. No, that does not follow, Mr. Chairman.

Q. I would think it would.—A. Not at all. There are certain ways in which
a bank can manceuvre by withdrawing and expanding credits alternatively to
make money.

By Mr. Graham:
Q. Public confidence is an essential issue?—A. Yes.

Q. In view of your statement that the government has for one year or two
years, I think, been accepting deposits from the people of Alberta—is that true?
—A. Yes.

Q. Through the clearing house set-up?—A. Through the Treasury Depart-
ment.

Q. Would you kindly tell the committee, because that is a test of the con-
fidence the people of Alberta would have in a government-owned institution—
in the face of the deposits it is an expression of the confidence of the people
whether they would care to entrust them to that particular institution—will
you tell us how long that credit house system has been in operation?—A. We
started in September, 1938.

Q. How many branches have you?—A. We have built up until to-day we
have thirty. :

Q. What would be the total amount of deposits in those banks by people,
not by the government?—A. A total of $1,456,894 of the depositors’ money.

Q. That is not a very rosy picture, is it?—A. When you consider—

By Mr. Thorson:
Q. That is the state credit house?—A. The treasury branches.

Q. When you speak of the treasury branches that is the same thing as you
call credit houses?—A. No, Mr. Chairman, it is not, these are treasury
branches, branches of the provincial treasury. They are operating as banks of
deposit; but when you start to consider, Mr. Chairman, that until the spring of
1939—that is, by the spring of 1939—we only had six branches in operation,
the others were put in operation during the year 1939, one or two at a time,
until March 31, 1940, when we had all of the thirty established—when you
consider too that in that period we had the two general elections, and when
you consider that immediately following the elections of March the deposits
n thq rural centres increased 58 per cent in one month, I think, Mr. Chairman,
that indicates pretty well the confidence—

[Hon. Solon E. Low.]
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By Mr. Graham:

Q. Could you tell us how much of the money of the people of Alberta,

other than the government, is deposited in the chartered banks of the province?
—A. No, I could not.

Q. Could you secure that information?
The CaAmRMAN: We can try.

The Wirngss: - Mr. Chairman, I would like to ask the hon. member just
one question: can he show any similar institution that within a year and a half

from the beginning, from the time its Act was passed and put into effect, that has
shown a like increase in business.

Q. I only know this, that the Social Credit government who sponsored this
particular bill, secured a vote in the first election of over 50 per cent of the people
of Alberta—in the first election, that is right?—A. Yes.

Q. It is rather astounding to me that with the policy of the Social Credit
government and its declarations that even in a short time you have mentioned

only a million dollars or a little more than that— —A. It is a million and a half
approximately.

Q. A million and a half has been deposited in the credit houses set up by
the government. Is is not a reasonable assumption that frankly, despite the
support, that your government got in the province of Alberta by the people,
that the depositors have not the confidence in that credit house system that they
should have?—A. No, Mr. Chairman, it does not follow at all. The hon.
member is not keeping in mind that they have had to expand themselves within
a period of a year and a half in operation, and we have had to go carefully,
and we have not been making loans, we have not had any benefits to offer the
people except the bonus on Alberta made goods; and when you consider all these
things it seems a remarkable demonstration of confidence.

By Mr. Macdonald (Brantford City):

Q. Do I understand from the provincial treasurer that there are two so-
called organizations or branches, one called the treasury branches and the other
is called the credit houses?—A. No, Mr, Chairman, there is no such thing in the
province of Alberta as a credit house.

Q. Is there just the treasury branch?—A. Yes.

Q. In connection with the treasury branch you take in deposits I under-
stood?—A. Yes.
Q. From anybody who wants to deposit money there?—A. That is right.

Q. Was there not some organization whereby you could buy goods through
the government?—A. Not through the government, through the Marketing
Board. The Treasury Branches Act empowers the Treasury branch set-up to
purchase goods for resale through the marketing board.

Q. Has that branch anything to do with the treasury branches?—A. The
Marketing Board?

Q. Yes.—A. The Marketing Board is a commission under the Department
of Trade and Industry.

Q. Do you use the money that is deposited in the Treasury branches in

~ connection with the Marketing Board purchases?—A. Yes, the Marketing Board

acts as the a_gent.of the provincial treasurer and purchases goods with the
moneys deposited in the Treasury branches, purchases goods for resale.

5 Q. When were the Treasury branches established?—A. In 1938, in Septem-
er.

Q. And was the Marketing Board established at the same time?—A. Tt had
been set up for some months previously.
856023
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12 STANDING COMMITTEE

Q. And in the earnings, have you a statement of the assets and liabilities
of that branch?—A. Oh, unfortunately, I have not that with me, but we have.
I was called back from my holiday and had to come directly to Ottawa without
going to Edmonton. T could. get them for you.

Q. Could you tell us if it has been operated profitably—each of them?—
A. Not yet.

Q. Neither one of them has?—A. Not yet.

Q. I am talking about the present; the future is uncertain.—A. Surely.
Up to the present time they have not—that is, our revenue from the treasury
branches set up has not been equal to the expenditures.

Q. Will you refer to Mr. Hanson’s question. I understand that in 1936
there was a Debt Adjustment Act?—A. That is right.

Q. And did that affect the banks?—A. It affected all creditors.

Q. All creditors?—A. Yes.

Q. But with regard to liabilities incurred by anyone since 1936, that Act
does not affect them?—A. No, that is right.

Q. Is there any legal difficulty in the way of passing a new Act effective
from the date hereof—any legal difficulty?—A. No' legal difficulty, of course,
but from the viewpoint of fairness and sense it would be foolish. .

Q. That is your opinion to-day?—A. Yes.

Q. But it may not be your opinion a year from now. Is there any legal
difficulty in the way, because we all change our minds—but I take it there is no
legal difficulty in the way of passing a new Aect or a similar Act from the date
hereof or some future date?—A. May I ask a question in answer to that?
Is there any legal difficulty in the way of parliament passing an act completely
nullifying and substituting something in the place of any other act on the
statute books of Canada?

Q. Of course, it is not my purpose to attempt to answer questions. As far
as information is concerned, I think the Dominion of Canada has very wide
powers; but whether they can pass an act as extensive as you suggest, which
would interfere with the rights of the provinces, which rights are distinetly given
to them by the British North America Act, is something I doubt. I doubt
very much whether the dominion can pass such a wide-sweeping act. However,
I do not think that has much to do with the issue before us. I just want to

make clear, so that the committee will understand, whether or not in your"

opinion there is any legal difficulty in the way of your government passing a
similar act to the present Debt Adjustment Act, to take effect from the date
hereof. Is there any legal difficulty in the way of that?—A. I do not see
any legal difficulty at all. But do I take it that the hon. member is not in
favour of some powers given to, provincial legislatures to settle or assist in
settling debts?

Q. It is not a question of whether T am in favour of it. Tt is a question
as to whether the provinces have that power or not. I do not think there is
any suggestion before this committee, Mr. Chairman, that we should give
addlplgnal powers to the provinces or assume additional powers within the
dominion.—A. Is the hon. member in favour of the provincial powers?

Mr. Creaver: I think he infers that you may change your mind.

By Mr. Macdonald (Brantford City):

Q. I want to make it perfectly clear that I am not suggesting that the

bowers of the provinces be decreased. I am not even discussing the point,
never suggested it, am not even discussing it, and am not suggesting it now.

sit I want to do is to make clear before the committee whether there is any
elg& obstacle in the way of your passing an act similar to the one you have
already passed.—A. No, I think not, as far as I know.

Q. All right, thank you.

[Hon. Solon E. Low.]
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By Mr. Casselman:

Q. Mr. Chairman, following up Mr. Graham’s line of inquiry, I tl}lnk
Mr. Low should make clear to this committee the inducements that are glf{len
to depositors in the eredit houses or in the treasury branches; that is, what
rates of interest they pay to depositors, and the bigger inducement of the bonus
that they get on Alberta-made goods. I think that qught to be made clear to
the committee as an indication of why those deposits are as much as they
are—A. Well, Mr. Chairman, we do offer the same rates of interest as do the
banks on demand savings deposits, 15 per cent. We offer 2 per cent on SIX
months’ savings and 24 per cent on twelve months’ savings. We offer a bonus of
3 per cent on the purchase of Alberta-made goods with treasury vouchers that
are used in the place of legal tender or currency. Does that answer the question?

Q. Yes. And that 3 per cent is put up by the taxpayers of Alberta?—
A. That is right; at the present time.

By Mr. Graham:

Q. If this bank were created, would the treasury branches continue or would
the system be dropped?—A. That would be a matter of policy depending on

conditions at the time. I think for the time being that this bank would operate
independently of the treasury branches set-up.

By Mr. Ross (Calgary East):

Q. Mr. Low, will this bank serve any purposes that are not already served
by the existing banks, other than the extending of credit particularly to the
decrepit industries that you have referred to?—A. I did not refer to deerepit
industries, Mr. Chairman. The hon. member is assuming something.

Q. I will use the term “ struggling industries,” then. I did not intend
to make any assumption.

The CaAlRMAN: Credit-short industries.

The Wirness: Well, most industries to-day are credit short, if the banks cut
them off, and that is'what they are afraid of. But this will fill definitely
a need which is not now filled by the existing banks except, as I made clear,
when and if they can get a guarantee by the provinecial government.

) Q. What need would they fill? That is what I want to get at.—A. I am

pointing out that it will fill the need of these struggling industries to get on
their feet.

Q. You have explained about that. Is there any further need?—A. Yes,
the need of feeder associations in the province.

Q. The need of what?—A. Feeder associations.

Q. Feeder associations?—A. Yes. We could have in the province of
Alberta to-day 12 or 13 feeder associations using $100,000 to $200,000 apiece

for feeder operations, which will necessarily stabilize the quality of beef and,
therefore, stabilize the market.

Q. That is, you would lend money to these people to whom the banks will
not lend now?—A. That the banks will not lend to unless we guarantee it.
Why should we stand back and make the guarantees and take all of the

responsibility and the liability for the loan and allow the banks to take the
cream?

Q. Would it serve any other purpose? - You are still dealing with the
extending of credit where the existing banks will not extend credit?>—A. Yes.
Q. Let us forget that for the present. Is there any other purpose that this
bank would serve?—A. Yes. It will deal with discounts, trade discounts, the
same as the ordinary banks are dealing with them to-day. It will deal with

remittances the same as the ordinary banks deal with them to-day. They
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will operate as paying agents for elevator companies, for cheese factories and
for creameries all over the province of Alberta, the same as the banks are
doing to-day.

Q. The chartered banks are doing all that now. Is there anything your
bank would do which the chartered banks are not doing?—A. Well, what I
have pointed out.

Q. Is there any service it would render that the chartered banks are not
rendering?—A. I have pointed out several, Mr. Chairman. Others may arise
as time goes on. There is one other that occurs to me at the moment and
it is this: A large number of our municipalities and our school districts
to-day have to finance through the banks and they finance on provincial
treasury guarantee. As long as the provincial treasury has to make the
guarantee and take all the liabilities, why should we not get some of the
cream of the interest as well?

Q. Those are the services that this bank would render?—A. Yes.

Q. That the existing banks are not rendering?—A. That is right.

Q. Your bank would receive deposits and pay interest, I suppose, the
same as the existing banks?—A. Yes.

Q. They would issue notes?—A. They want to.

Q. Would you require stamps to be put on those notes the same as you
did on the other money that you issued some time ago?—A. No. It would
be done in exactly the same way as the other banks.

Q. The same way as the other banks?—A. Yes.

Q. You would not be required to buy stamps and put the stamps on the
money?—A. I do not know what the gentleman is referring to.

Mr. CasseLMAN: Scrip.
The Wirness: That has no relationship whatever to this bank.

By Mpr. Ross (Calgary East):

Q. You would not use scrip in that way?—A. That has no relationship
whatever to this bank charter.

Q. I beg your pardon?—A. It has no relation whatever, in my estimation,
to the application for a bank charter.

Q. Not at all?—A. No.

Q. T am speaking of this particular bank of yours—A. That is what I
am talking about.

Q. You would loan money, would you?—A. Yes. We would make
advances—loans.

Q. Would you collect interest on those loans?—A. Yes.

Q. You believe in interest, I take it?—A. I believe in a carrying charge
—at least, in interest sufficient to cover the cost.

Q. You are different from your associates in this house, I am afraid, in
that case—A. No, I am not.
3 Q. However, I will not argue that.—A. I do not think I am a bit different
irom my colleagues in the house. They believe in carrying the cost and that
1s what we believe in, sir.

Q. Do you think the ordinary banks are making much more than the cost

of carrying on?—A. They must do. I see a lot of fat directors around the
country.

Mr. Jacques: Not in Alberta.

e The Wirness: Not in Alberta. Maybe in the east. We have not any

ectors in Alberta,
[Hon. Solon E. Low.]
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By Mr. Ross (Calgary East):

Q. Are you aware of the fact that the banks of Canada are making less

than one-half of one per cent on their total assets?—A. I was not aware of
that, no.

Q. According to the Canada Year Book— J
Mr. Jacques: What do they make on their paid-up capital?

Mr. Ross (Calgary Bast): 1 am speaking of their total assets. They make
less than one-half of one per cent on their total assets.

The Wirness: I am not aware of that.

By Mr. Ross (Calgary East):
Q. You are not aware of that?—A. No.

By the Chairman:

Q. Pardon me, for one moment. Did I understand you to say, Mr. Low,

that there were no directors from western Canada on the chartered banks?
—A. T am speaking of the private banks.

Q. Yes; that is the chartered banks.—A. I think we have some, but I
have never run across them.

Q. There are quite a few.
Mr. Facror: But not fat ones.
The Wirness: No, not fat ones.

The CuamMaN: I know one who weighs over two hundred pounds.

By Mr. Ross (Calgary East):

Q. Would this bank of yours do the banking for the provinece?—A. That
would also be a matter to be decided by the management of the bank.
Mr. Grasam: What was that question again, please.

By Mr. Ross (Calgary East): .

Q. Would this bank do the banking for the provinee?—A. That, as I
say, would be a matter for the management to decide; but the treasury branches
to-day are not the bankers for the province.

Q. That is a very important matter, Mr. Low, and I think we should
discuss that now when you are applying for your charter, as to whether or
not you would carry the province’s account. It would be a very big matter,
would it not?—A. Yes, it would.

Q. And you have not considered that at all>—A. That, as I say, has
been considered; but it has been decided to leave that to the management of

the bank.
By Mr. Hanson:

Q. It is §till open to you to do it?—A. It is still open to us to do it if
we can negotiate it with the management.

By Mr. Ross (Calgary East):

Q. You will do the banking, I take it, for the municipalities>—A. I beg
your pardon? x

Q. You want among your customers the different municipalities?—A. Yes.
We would like to have their accounts.

Q. Yes; and you would do banking for private individuals?—A. Yes.
Q. The same as the ordinary banks do?—A. Yes.
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Q. Speaking of these treasury houses, will these treasury houses be con-
tinued?—A. That again is a matter to be dealt with when the time comes.
We are not just sure whether the need will continue. But as long as there is a
need for trying to induce the people to support Alberta industries, then we
are going to continue the treasury branch system. It has proved very worth-
while in that respect.

Q. But you have not decided whether or not the banks will take over those
treasury houses?—A. Mr. Chairman, we cannot make plans with too long
range. The plans that we might make to-day in that respect may be out of
date to-morrow. There we have to meet the needs of the province when they
arise and at the moment.

Q. This is a very important matter. You have thirty of these houses
throughout the province. Are you going to duplicate them?—A. Why should
that be such an important matter in connection with this bill, Mr. Chairman,
if the treasury branch system can give back to the people of the province of
Alberta benefits far beyond the cost of their operation?

By Mr. Casselman:

Q. Benefits to a certain section at the expense of another section.—A. The
benefits, Mr. Chairman, are there for any person who wishes to get them.

By Mr. Ross (Calgary East):

Q. Those treasury houses are all located within the province, are they?
—A. Yes. 3

Q. Will the bankers of this bank all be located within the province or do
you expect to do an inter-provincial business?—A. That again is a matter
which will have to be decided at the time when the question of expansion comes
up before the management.

Q. Do your treasury houses lend money?—A. No.

Mr. Hanson: They take money.

The Wirness: They do not loan money. They do buy goods for resale
through the marketing board.

By Mr. Ross (Calgary East): _

Q. Will you explain one of the transactions? Will you give the particulars
of that?>—A. Yes. Here, for instance, is the Magrath Woollen Mill, an industry
that was struggling to get on its feet, and an industry, by the way, which
has been able to assist the Dominion of Canada in the providing of blankets
for the army. That woollen mill came to us and asked—I think it was in
the spring of 1939—if we would assist them by a loan. We could not assist
them by a loan, but we could buy their wool for them, and we did buy their
wool for the whole season. We put that into bond and we let it out to them
as they needed it at the price which we bought it at. For instance, we bought
wool at between 10 and 11 cents, and before the year was out the price of
wool had gone out to where they had to pay 20 or 21 cents. That is the
method by which we have assisted the industry to stay on its feet, and they
have supplied something like, I think, 130,000 blankets to the army.

Q. You bought that with the money of the depositors, deposited in your
treasury houses?—A. Yes. .

: Q. Had a loss been sustained, who would bear the loss?—A. We were
8lﬁquately secured in that we took security on the accounts of the woollen
mill from the Dominion of Canada, and for that reason our purchases were

pretty adequately secured. There was no chance of loss.
. [Hon. Solon E. Low.]
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By Mr. Graham:

Q. Are there any other cases like that?—A. Yes. _There is a shoe manu-
facturer, a company in the city of Edmonton—the Capital Shoe Company, as &,
matter of fact. This shoe company was struggling along trying to get in a position
where they could buy their raw materials of leather in quantity. They could
have supplied the department of relief, for example, with all the shoes tl?aty
they required at a priee comparable with the price that they .could get else-
where, and give a better product, handmade. In that case it was throqgh
the marketing board, and we simply stepped in and through the marketing
board purchased their leather in large quantities, thus effecting savings and
making it possible for them to compete with the biggest manufacturers else-

where. And, naturally, we took our security on the invoices to the Department
of Public Welfare and Relief. That industry is going to-day.

By Mr. Ross (Calgary East):

Q. Let us take some common case that comes up every day. A farmer
comes in and sells a load of wheat. He deposits $100 in your credit house, we
will say, for this wheat, or in this treasury house—A. Yes?

Q. Then he checks against that. He deposits $100 and he can check on

that account up to $103 because it is an Alberta product. Is that the case?— -
A. No, that is not the case.

Q. How does that work out?—A. Do you want me to explain the bonus,
or the working of the bonus?

Q. Yes—A. Here is how it happens. If a farmer takes the proceeds of a
load of wheat—say $100—to the treasury house, he can deposit that in any one
of three ways. He can deposit it in the ordinary eash account; and if he does
so he checks on it in the same manner as he does in an ordinary bank, by
cheque, with the usual stamp excise placed under the Excise Regulations of
Canada. He does not get any bonus on that at all. He pays approximately
the same service charge as the banks impose upon accounts, so much per item—
five cents or some such figure, I think, up to so many, and so many free.
You are aware of those. He can deposit in a voucher account; and when he
puts his $100 of legal tender in the voucher account, then he uses vouchers on
which no stamp is required because they are not cheques in the ordinary sense
at all; and if he checks out, or pays out to somebody else’s account by means
of the treasury voucher, the amount of the $100, and he purchases Alberta-
made goods to the extent of $334, then it is possible for him to get the bonus of

$3 on that $100; but he must buy at least $33% worth of Alberta-made goods to
be able to get the bonus on the whole $100.

By Mr. Factor:

Q. Where do you get the $3 that you pay?—A. The $3 is at present a
book account; but what we have been doing thus far up to the present time

is supplying dollar for dollar of bonus to .keep the reserve of legal tender
up to the actual amount of the vouchers.

By Mr. Graham:

it Q. The government has been doing that?—A. The government has been doing
that, yes.

By Mr. chtor:

Q. The taxpayers?—A. The taxpayers, yes, up to the present time; that is,
less the earnings of the treasury houses,

By Mr. Ross (Calgary East):

Q. That is one of the services you want this bank to carry on? You want
them to take over that service?—A. No, I am not saying that.
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Q. Would the bank take over this service?—A. I doubt that the bank
would have the power to do that.

Q. You think the bank would not take over that service?—A. I doubt
that it would have the power.

Mr. THorsoN: It would not have the power.

The Wirness: I doubt that it would have the power.

By Mr. Factor:

Q. You could put a clause in this bill and get that power—A. Well, for
the time being we did not.

Q. You eliminate a number of sections from the Bank Act. You could
provide an additional section in the act.—A. Well, we have felt that does not
arise. I think I can leave that to our legal adviser, Mr. MacTavish.

By Mr. Ross (Calgary East):

Q. You have already said that these treasury houses do not lend money
and get interest in order to make money to carry on. How do these treasury
houses make any profits?—A. Through a charge, a commission, for the service
of purchasing, holding and storing until the goods are resold.

Q. How much commission does that amount to?—A. Well, that depends.
It varies with the time and it varies with the various stages that are involved
in doing the business. Sometimes there are quite a number of steps. I could
illustrate perhaps by using the woollen mill in Magrath, Alberta. In the first
place, we had to go out on the market and buy the wool.

Q. You had to do what?—A. We had to go out and buy the wool from
the sheep men. We had to go into eastern Canada and purchase shoddy,
because the dominion regulations asked that a certain percentage of shoddy
be mixed with the wool to make these blankets for the army. We came and
bought that. Then we had to transport that into Alberta to the warehouse.
We had to store it in the warehouse. We had to have a man check that stuff
out to the mill as was required and so on, and all of these things require a charge
to cover the cost.

YQ. Is that charge enough to pay the cost of these men chasing around?—
es.

Q. Of all these operations?—A. Yes.
Q. It is enough to pay for those operations?—A. Yes.

Q. But there is nothing to make any money for the carrying on of the
bank?—A. Yes.

Q. There is still some surplus for that?—A. Yes.
Q. Have you any other— —A. I might say, Mr. Chairman, in addition, that
not only have we been able to cover all those costs in all of those operations, but

we have been able to give such assistance to the industry that they can carry on
much better than they could otherwise.

By Mr. Factor:

Q. SUppo_se a loss is sustained? I mean, you can conceive of a transaction
where a loss is sustained?—A, Yes.

Q. How do you recoup that loss—A. Then the government would be liable
to put up the amount of the loss.

Q. In other words, the principle that you adopt is that you use depositors’
money to go into commercial ventures, and if a loss is sustained then you take

it from the taxpayer. Is that right?>—A. That would have to be. It would have
to be that way, yes.

[Hon. Solon E. Low.]
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By Mr. Ross (Calgary East):

Q. Your head office of the bank would be where?—A. In Edmonton.

Q. And you would have branches throughout the province?—A. That again
would be a matter to be decided at the time that the management takes over
and begins to work. ;

Q. Where will the money come from to finance this bank?—A. You mean
in the capital? :

Q. Yes, the capital—A. The capital was voted in the bill that went through
the house at the last session.

Q. You take it out of the treasury of the province?—A. That has been
voted by the legislature.

Q. Would the money be financed in any way by Sousa? Would he be
having any money in this?—A. I hope that the gentleman is not being facetious.

The Cuammman: What is the question?

By Mr. Ross (Calgary East):

Q. You know who Sousa is, do you not?—A. I do. But I hope that the
hon. member is not trying to be facetious.

The CuamrMAN: I hope not.

Mr. Ross (Calgary East): Noj; I am not trying to be facetious.
The CuarMAN: T do not know who Sousa is.

The Wirness: I am sure that not very many people do.

Mr. Factor: Tell us who he is.

Mr. Jaques: Sousa’s bank.

The CramrMAN: Mr. Ross, will you please explain your question?

By Mr. Ross (Calgary East):

Q. Well, Mr. Sousa is a man who has been negotiating with the province of
Alberta or the province of Alberta has been negotiating with him whereby—
—A. Pardon me, Mr. Chairman. I think the first statement was correct, that
he had been negotiating with the province, not we negotiating with him.

Mr. MacponaLp (Brantford City): We would like to know who this man is.

The CuAmRMAN: It takes two to make negotiations. Let Mr. Ross explain
the statement.

Mr. Facror: Mr. Low knows who Mr. Sousa is. Perhaps he had better
tell us.

The CuAmrMAN: Order. Let Mr. Ross make his statement.

Mr. Ross (Calgary East): Mr. Aberhart, Premier of the province, had
been negotiating with Mr. Sousa whereby Mr. Sousa—

The Caamrman: How do you spell it?

Mr. Ross: I have a letter here from Mr. Aberhart. Perhaps I had better
read that. It would explain the whole situation.

The Wirness: No, it does not explain it, Mr. Chairman.
The CHATRMAN: Let us have the letter, Mr. Low, first.
The Wirness: That is quite all right.
Mr. Ross: It reads as follows:
Dear Sir,—I am writing you this letter—
The CHAIRMAN: Is this addressed to you?
Mr. Ross: No, to Mr. Sousa.
Mr. MacpoNaALD (Brantford City): Who is Mr. Sousa?

Mr. Ross (Calgary East): Well, you will know more about it if you wait
until T read it. .
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The CuAlRMAN: Let us have it.

Mr. Ross (Calgary East): It is dated Edmonton, May 31, 1938, and reads
as follows:—

Dear Sir:— I am writing you this letter pursuant to our several
conversations relative to establishing in the Province of Alberta an
independent bank chartered under the Dominion of Canada Bank Act.

When you have deposited the sum of $500,000 in a chartered bank
in the City of Edmonten to be used for the purpose of applying for and
obtaining a charter under the Dominion Bank Act, my government will
apply for said charter, and upon obtaining the same, will complete the
necessary steps to obtain license. Alberta bonds in the sum of $500,000
bearing interest at 2 per cent per annum will be issued to you in return
for the said deposit of $500,000.00.

Forthwith after the said charter and license has been issued, you
will deposit in the chartered bank aforesaid a further sum of $500,000 to
be used as working capital for the said proposed bank, Alberta bonds
bearing interest at 2 per cent per annum to be issued to you in return
therefor.

My government will then operate the bank, or if it does not wish to
do this, it will be prepared to take steps to place you or your nominees
in a position to take over and operate the bank.

Your truly,

WILLIAM ABERHART,
Premier.

The Cuarrman: What date is that letter?
Mr. Ross (Calgary East): May 31, 1938.
Mr. Grazam: Who is Sousa?

The Crmamman: Would you like a statement from Mr. Low? You are
asking Mr. Low for comment on that letter?

Mr. Ross (Calgary East): Yes.
The Cramrmax: All right, Mr. Low.

~ The Wirness: Yes. I think Mr. Ross is fully aware, Mr, Chairman, that
this letter was the outcome of the negotiations by a syndicate—

Mr. CLEavER: Who is Sousa?

The Wirxess: T will tell you if you will just give me a chance. Mr. Sousa,
representing a syndicate in the United States, came to the government of the
province of Alberta, early in the spring of 1938, bearing recommendation from
a number of high officials of the government in the United States, and ineluding

rayor Andrew Davidson of Calgary who vouched personally for this man and
248 charac‘_oer, He came to us bearing certain documents from this syndicate
in the Umted_ States and asking that negotiations open immediately for the
pﬁrpose of building a road through the province of Alberta which would eventu-
a g lead to Alaska. We knew that this road had been mooted for some time
:n we were interested in the route and we are still interested in the route, the
ame as British Columbia is interested. This same gentleman had worked for
quite a long tlmg with the syndicate in the United States, including a congress-
nBlgfﬁl %‘08 }’Vash_mgton who bas been active in that work, to get a road through
s (;iscat olumbia.  But it did not move fast enough, and for that reason the

i e f}e]nt him into Alberta. Now then, when Mr. Sousa came, we satisfied
e ets hat his credentials were genuine and that he really represented the
yndicate, that he was the rustler man for them; he put us in touch with these

men and we started negotiations. I i
[Hon. Solon E. Low.] mmediately they asked us, through Mr.
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Sousa, if we would be prepared to ask the Dominion Government for a charf
for a bank, through which bank the funds would be hangiled for the 'bulldmg
of the road by the syndicate; and that was the answer which the Premier gave.

By Mr. Thorson:

Q. You say this man Sousa was the rustler for the syndicate?
Mr. CLeavER: Yes, the cattle thief for them.

By Mr. Ross (Calgary East):
Q. Mr. Sousa is still resident in Alberta. Do you know him pegsonally?—
A. Well, I just know him as the man who came to us from the syndicate; and,
by the way, Mr. Ross, through Mr. Sousa I was able to get in touch with the

members or some of the members of his syndicate, and I know them personally
much better than I do Mr. Sousa.

By Mr. Factor:

Q. Why should they require Sousa to finance that bank?—A. We did not
require that.

Q. Why entertain this proposition of his furnishing capital for the bank?—
A. Not for the bank that we are asking for now, as I tried to explain. That was
the bank which they required to be set up.

Q. That was a separate bank for the construction of a road?—A. Yes;
that is right.

Q. A bank to construct a road?—A. Yes, that is right.
By Mr. Graham:

Q. I am a little concerned about the suggestion in Mr. Aberhart’s letter
that his government would permit Mr. Sousa to nominate people to take over
the bank.—A. No. I am sure if you would refer that letter to any legal adviser,
he would tell you that since Mr. Sousa was there in the capacity of representative
of the syndicate, that “you” meant the gyndicate.

Q. No. Please understand my point, Mr. Low. It would be a very danger-
ous thing indeed if we considered the government of the province of Saskatche-
wan were acting for a group.—A. Yes, I understand, naturally. But that
proposal has not materialized, and this is an altogether different application
for a charter—a different purpose.

Q. Is there anybody by the name of Mr. Sousa or any other group behind
this?—A. No, definitely not.

Q. They are not behind this?—A. No.

By Mr. Ross (Calgary East):
Q. You have given a very glowing account of Mr. Sousa.—A. No, I have not.

Q. You know, as a matter of fact——A. Just a moment; Mr. Chairman,
I must protest against the unfair insinuation. I have not given a glowing
account.

The CuAmMax: Mr. Ross, I must rule that Mr. Low did not glow.
By Mr. Ross (Calgary East):

Q. He told us considerable about the man. But as a matter of fact you
know Mr. Sousa is a peddlar of goods?—A. I did not know that. ;

Mr. Facror: This big financial man? -
Mr. Ross (Calgary East): Yes.

By Mr. Ross (Calgary East):
Q. That was his business?—A. I did not know that.
The CuamrmMaN: A very honest occupation.
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By Mr. Ross (Calgary East):

Q. At any rate, you are not financing through him at the present time;
that is not the present plan?—A. Nothing whatever to do with it, sir.

Q. Who have you in mind for the first manager of this bank?—A. We have '

not any particular person but we are sure that we can get adequate help, trained
help, as we ‘have been able to get for our treasury branches. Every branch
is under the management of a trained official.

By the Chairman.:

Q. You pay your managers of the treasury branches?—A. Yes.

Q. On a commission basis or a salary basis?>—A. No, salary.

Q. About what salary?—A. Depending on their experience, $1,500, $1,600,
$1,800, at the present time, chiefly because they have not the responsibility of
making loans.

By Mr. Ross (Calgary East):

Q. Then, you were entering into other negotiations with Mr. Sousa whereby
Mr. Sousa, Dr. Galbraith and Dr. Wright were going to refund the whole debt
of the province?—A. No; that is wrong.

Q. Were you not familiar with that?—A. Yes, very.

Q. You tell us what these men were going to do.—A. These men were not
going to refund the debt of the province; these men were acting for the same
syndicate exactly as represented by Mr. Sousa, and they were given an option
which they did not take up and therefore it was null and void.

By Mr. Factor:
Q. An option on what?—A. An option to refund the debt of the province.

By Mr. Ross (Calgary East):

Q. Which they did not take up?—A. That is right; and the syndicate
did not take it up because of various reasons which we know—

Q. What commission were they to receive for refunding the debt of the
province?—A. Commission, as a matter of fact, was never mentioned until I
finally got in touch with the underwriters in the city of New York, and I am
not at liberty at the present time to divulge the details of the arrangement.

Q. Now, coming to the directors, the directors are to be those persons who
for the time being are the members of the executive council of the province
of Alberta. Are any of the directors bankers?—A. I cannot say that any one
of them is a banker.

Q. What experience have any of the members of the executive had that
would fit them as managers of the bank or as directors of the bank?—A. Well,
now, if you are asking this question, Mr. Ross, in an effort to show that public
men are not, as able to direct the policy of an institution of that kind as private
men, I just refer you to the debates that took place in this particular house in
1934 and 1935 when the Bank of Canada Bill was before the House and in that
debate I think several very competent men pointed out that public men are in

- the main just as able to carry out the duties of directors and so on as private
individuals.

Q. Then you think the directors of the bank do not need to have any
qualifications as bankers, or to know anything about banking?—A. Pardon me;
I did not get the question.

. Q. Do you think that the directors of a bank do not need to know any-
thing about banking?—A. I am not admitting that for one moment but it

might be that some of the executive council do know something about banking.
[Hon. Solon E. Low.]

]
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By Mr. Casselman:
Q. Who, for example?

By Mr. Ross (Calgary East): .
Q. Have you had any experience in banking?>—A. Not as a banker, no, sir.

By the Chairman: -
Q. As a borrower?—A. Yes, sir, I have had plenty of experience.
Mr. Jaques: What about the directors of the Bank of Canada; are they all
bankers; are there any bankers among them?
The Cuamrman: I do not know.

Mr. Ross (Calgary East): I would say there are.
Mr. Jaques: I think there is one.

The Wirness: Not very many. I know that certainly, Mr. Chairman, it

would be possible for us to obtain quite adequate trained help to do the work,
just as we are doing it at the present time.

Mr. Huynka: You can buy brains cheaply.
The Wirness: Yes.

By Mr. Ross (Calgary East):

Q. With a change of government two or three times in a year we would
have a new board of directors two or three times a year under this act; that is
correct?—A. If such an extreme should come, yes.

Q. It has come before now in Canada.—A. Not in Alberta.

Q. In more than one province.—A. Not in Alberta, we have not.

Q. In British Columbia, for example, our neighbouring province. Then,
these men will take over the bank and manage it.—A. No.

Q. What are the functions of the directors?—A. The directors formulate
policies; they do not manage.

Q. They formulate policies of this bank, and do these duties which pertain
to directors without having any previous experience, and you think that is a
proper set-up for a bank?—A. Well, it has been done before, Mr. Chairman,
by a good many institutions and I suppose it will be done again.

Mr. Jaques: That is the set-up of the Bank of Canada?

The Wirness: Exactly.

By Mr. Graham:

Q. Mr. Low, there is one question I should like to ask. From your financial
experience you will agree with me, will you not, that it would be a dangerous
principle to establish, if your Alberta bank decided to do banking for the
province, accept government money and loan government money?—A. Mr.
Chairman—

Q. It would be possible?—A. Since 1936 the government of the province of
Alberta have operated on a self-contained basis; that is, we have not borrowed
from the bank and we do not intend to forsake that policy.

Q. This charter gives you the power, of course. It does not limit—
—A. Yes.

Q. It would be a very unprecedented situation, where the borrower would
be the lender; don’t you agree?—A. Yes, very definitely.

Q. Would you suggest that some safeguard should be put into the hill to
prevent the bank lending money to its government?—A. Well, now, that is
something I have not given any thought to; but I certainly would definitely say

that it is not the intention of the governmeént to obtain loans from the bank,
very definitely.

Q. The power is there.
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By Mr. Thorson:
Q. The power is there.—A. Yes, I suppose the power is there.
Mr. Grauam: Yes, I believe it is.

By Mr. Macdonald (Brantford City):

Q. There are several questions I should like to ask for information purposes.
I think the committee should know clearly how the present Treasury Board
and the marketing board function. Do I understand, Mr. Low, that the Treasury
branch loans money to the Marketing Board?—A. They act as our agents. Tt is
not a question of loaning. They act as our agents for purchasing. We actually
do the purchasing through the marketing board.

Q. Then, there is no charge to the marketing board?—A. No.

Q. And then the marketing board will loan the money to a business firm?—
A. No, not loan.

Q. They will make purchases?—A. That is right.

Q. They will make purchases for a business firm?—A. Yes. :

Q. I suppose you inquire into the firm; the marketing board satisfies
itself as to the soundness of the firm?—A. That is correct, and after they
have examined into all phases of the proposition they make a thorough report
to me as the provincial treasurer and to Mr. Manning, the Minister of Trade
and Industry, and we together form a committee of the cabinet to give assent
or not.

Q. You and Mr. Manning pass on all purchases to be made by the
marketing board?—A. Yes, after thorough investigation and report by com-
petent men in the marketing board.

Q. Then do I take it you do not charge interest?—A. No, we do not charge
interest.

Q. To the firm?—A. No.

Q. Do you actually make these purchases for the firm?—A. No; we make
the purchase ourselves.

Q. You turn the goods over to them?—A. And take security.

Q. On the goods?—A. That is correct, and on the sale. In other words the
title to the goods is vested in us until such time as the proceeds have come in
from their sale and have satisfied the amount of the purchases.

Q. And then the marketing board is actually in the business; they sell
the goods or do the firm?—A. Yes, the marketing board does the actual
business.

Q. Suppose a firm which has goods belonging to you, or in which you have
at any rate a charge, receives an offer for the sale of these goods, the sale is a
credit transaction, and I take it, it might be a substantial amount, do you
pass on the credit of the purchaser or is that left with the company?—A. As a
matter of fact, the business that we have done thus far has been restricted to
cash sales.

Q. All cash?—A. All cash.

Q. Any goods purchased by the board must be sold for cash?—A. For
cash. We have not the right under our treasury branch bill or act to sell for
credit; it must be for cash. -

: Q. Then any losses which could be incurred could only occur by virtue

gh having to hold the goods or by virtue of having to sell them at a lower price
an you purchased them?—A. Yes; but thus far we have been able to assure
elves a market for the goods before we have gone into the business.

Q. I understood you to say that it had not been profitable to date. I

-understood you to say that transactions of the marketing board to date had

not been profitable—A. No.
[Hon. Solon E. Low.]
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The Cuammax: The treasury board.

Wrrness: The treasury branches as a whole have not been proﬁtable, but
the transactions—

By Mr. Kinley:

Q. Why?—A. Simply because we have not yet been able to create sufficient
surpluses, deposits, to go into the various transactions on a large enough scale
to make a profit. v

Q. What were your losses?—A. Just excuse me for one moment. You
must understand that in our efforts to secure this business we have had to
build up morale, and we are trying to create the reserves at any rate to t:}ke
care of any normal withdrawals, from day to day, and reserves for security,
and over and above that the amount of money which we would have to go into
these transactions is the amount we have taken. And thus far in our growing
state we have not been able to settle definitely on any point. As soon as these
levels are stabilized more or less then we will be able to tell exactly what
we would need from day to day to meet demands or withdrawals and so on;
and it would be possible for us to enter into these transactions much more

freely. But to date the transactions-carried on by the marketing board them-
selves have been profitable.

By Mr. Macdonald (Brantford City):

Q. Have you any other funds in the province for purchasing goods of the
marketing board—A. No.

Q. The only funds which come to you from the treasury branches?—A. That
is correct.

Q. Is there any provision in the act whereby you can use other provinecial
funds?—A. No.

Q. You cannot borrow money. Can the treasury branches borrow money?
—A. No.

Q. From any sources?—A. No. -

Q. They are dependent entirely on their deposits?>—A. That is correct.

Q. I take it there were two methods for anyone to deposit money. He could
have the usual drawing account?—A. Yes.

Q. For which you make a nominal charge?—A. Yes.

Q. Similar to chartered banks?—A. That is correct.

Q. Then you have what is called “vouchers”?—A. Yes, that is correct.

Q. I take it from the voucher system that a person can purchase goods
through the treasury branch and receive a bonus—A. Well, they do not purchase
the goods through the treasury branch. They purchase them exactly as they
would with a cheque or with legal tender cash.

Q. I see. Did T understand you to say that the goods must be made
in Alberta?—A. If they are to obtain the bonus, they must buy some Alberta-
made goods, but they are allowed a bonus on three times the amount of pur-
chases of Alberta-made goods. For instance, if they buy $30 worth of Alberta-
made goods and $60 worth of other goods with vouchers—all with vouchers,

mind—then they are entitled to a bonus of 3 per cent on $90. That is, in any
one month.

By Mr. Factor:

Q. The other goods have to be purchased with vouchers, too?—A. They
have to be purchased with vouchers.

By Mr. Macdonald (Brantford City) :

Q. But the other goods can be goods which are manufactured outside of
Alberta?—A. Yes, outside of Alberta.
6560—3
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Q. In other words, you discriminate against the other provinces?— =
A. Hardly, Mr. Chairman. We hardly discriminate.

Q. You do not think you do that?—A. Not in any sense of the word.

Q. You do give a premium, then, in connection with goods manufactured
in the province?—A. Yes.

Q. On goods purchased?—A. Yes.

Q. Which have been manufactured in the province?—A. Yes.

Q. Does the Alberta government believe that is a proper thing for each
province to do—to just do business or bonus industry within their own prov-
ince?—A. No. I think, Mr. Chairman, that is not the case at all. But when
our survey was taken in 1938 and we found that the people of Alberta were
consuming only about 20 per cent of Alberta-made goods, then we decided that
that was not a high enough percentage. It has never entered our minds at any
stage of the game to try to get 100 per cent consumption of Alberta-made goods.
We do think, however, that the people of Alberta should be loyal enough to their
own industries and the establishment of these industries in the province to use a
fair percentage of Alberta-made goods; and that is what we are trying to induce.

Q. Do you not think it is a dangerous policy and would lead to grave dis-
turbance if each province advocated the purchase only of goods made within
that province or the purchase of a great preponderance of goods made only
within that province?—A. I quite agree with the hon. gentleman, that it might
be dangerous. It would be definitely dangerous if any province or all the prov-
inces went out with the one idea of trying to get their people to use only the
goods made in that province. But surely the hon. gentleman would not admit
for one moment that it is not right for the Dominion of Canada to get the
people of Canada to use Canadian-made goods; and surely he will admit, Mr.
Chairman, that every province in the dominion is attempting to get its people
to use as much of its own goods as possible.

Q. My fear is that this is the start of something which might bring about
a condition whereby each province advocated that its people should buy goods
made only within their own province. I am just fearful that what you have
started might spread and we will find one province opposing every other prov-
ince in the dominion.

Mr. MacponaLp (Halifax): I do not think that this is relevant to the
discussion of this particular bill.

Hon. Mr. Itstey: The only relevancy that I can see is this, that presum-
ably if this bank is incorporated it will adopt and further—perhaps I should
say “further”—the Alberta policy of giving a bonus to consumers using Alberta
goods. The question that arises in my mind is whether the dominion govern-
ment, as a matter of policy, should lend itself to the incorporation by special
act of a financial institution which will contribute to the lessening—I was going
to say “destruction,” but that is too strong a word—of interprovincial trade
in Canada.

Mr. Trorson: There is another point which arises out of what Mr. Mac-
donald has said. I understood that one of the purposes of the proposed bank
was to lend money to struggling industries. I understand that these struggling
industries have received assistance from the treasury branches through the
process which Mr. Low has described, namely, that the government will buy
goods for them in quantity with the depositors’ money. Is it intended that
tl}e bank, if it 1is incorporated, shall perform that function of lending money
direct to these industries which are now being assisted in this other way?

The WITN:ESS,: Mr Chairman, it is quite conceivable that the management
of the bank—if an Institution of that kind can present satisfactory statements
and satisfactory security, it is quite conceivable that it will be able to get loans,

But there is one thing I would like to correct. I am afraid the hon. minister
[Hon. Solon E. Low.] )
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did misunderstand me when I was dealing with that phase of the treasury
branch set-up which he says he fears might be taken over by the bank if it s
granted a charter, namely, the bonuses. It is not the intention of the govern-
ment to transfer that procedure to the bank at all. As a matter of fact, if
that is continued, it will be continued under the treasury branch set-up, because
we would have no power whatever, under this bill, to do that. Is that not
your interpretation, Mr. MacTavish? We would have no power to do that sort
of thing—the bonus—under the terms of this bill?

Mr. MacTavisa: No, we would not.

The Wrrness: No.

Hon. Mr. Iustey: My only thought was this. I did not anticipate that the
Alberta provincial government would take over and adopt the practice of bonus-
ing; but the Alberta provineial bank will be owned by a government which at
the present time has as its policy the bonusing of consumers or purchasers with
Alberta goods. I would gather that if this bank were incorporated, it would

not be incorporated primarily for the purpose of making a profit for the govern-
ment of Alberta.

The Wrryess: That is right.

Hon. Mr. Tusiey: Tt would be for the purpose of furthering the policies
of the government of Alberta, or the government for the time being of the
province of Alberta. One of those policies at present is to bonus provineial
domestic trade at the expense of interprovincial trade. That may be a perfectly
proper function for the government of a province to discharge. There is a
certain amount of it done here and there, although we regard it, generally
speaking, as deplorable, I think. Perhaps I need not say that. I think it is
very dangerous. I think it is akin to putting a duty on goods coming into a
province or placing a tax upon goods that are produced in other provinces.

Mr. Kinrey: It is contrary to the British North America Act.

Hon. Mr. Irsuey: I just wanted to finish that. I think the committee
would have to reckon with this possibility. If this bank is incorporated not for
the purpose of making a profit in the usual way, wherever they can make a
profit regardless of interprovincial difficulties, but for the purpose of furthering
a provineial government policy, one of which at the present time is the further-
ing of domestic provincial trade rather than interprovineial trade, the com-
mittee would have-to consider whether we, who are not representing onlv the
people of the province of Alberta but the people of Canada as a whole, should
incorporate an institution for that purpose.

The Wrrness: May I ask a question here just before the hon. member
does? I think that you have a misapprehension there. The prime purpose of
this institution will not be to further the policies of the government. Tt is to
fill the need that extends into all of the branches of the whole of the economy
of the province of Alberta. Surely the hon: minister would not say that if
any section of the country is trying to build up a balance in its economy so
that it can have as high a standard of living as possible for its people, it would
be a dangerous policy. I am sure that the hon. minister knows that any country
that can build up to a point where there is a fair balance between industrial
activity and agrieultural activity, that that country has the best standard of
living. Surely it ecannot be construed by any stretch of the imagination that,
because we are endeavouring to do that for our people in the provinee of Alberta.

we are discriminating against anybody else, any more than the Dominion of

Canada would be diseriminating against the people of Belgium or any other
country in its attempt to build up the balance between industry and agrieulture.
Mr. Cueaver: Mr. Chairman, I just have a question or two.
The CrHARMAN: All right.
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By Mr. Cleaver:

Q. Mr. Low, it is quite obvious that the province of Alberta, through these
treasury branches and through the marketing board, has been carrying on quite
extensively a banking business in the past. That is, you have been receiving
depositors’ money and you have been financing industry. I wonder if it would
not elarify the present application if you would indicate clearly to this commit-
tee what additional objects you seek to attain by this present bill?—A. Yes,
Mr. Chairman. We would like the right to make loans, which we have not
under our present act and which we could not give ourselves through the
legislature; and we want the right to issue notes and expand credit on the
basis of our deposits.

Q. Just following that along further, would you please indicate the manner
in which you believe you could expand credits because of your note issue?—
A. Well, in the same manner, Mr. Chairman, as the banks presently do.

Q. Would you explain what, in your opinion, happens?—A. Yes. The banks
ordinarily obtain from the Bank of Canada certain instruments that are known
as Bank of Canada bills; and they deposit those as a reserve against the issue
of credit. At the same time they use the deposits of their depositors as a basis
for the expansion of credits to those who want loans.

Q. Do you hold the belief that immediately upon the receipt of Dominion
of Canada notes your bank could expand credits tenfold?—A. Well, no, I would
not say that.

Q. Just tell me what your belief is, and then we will not be at cross-
purposes?—A. My belief is that in time, as the deposits come in, we can use
those deposits as a basis for the expansion of credits; and in time, perhaps after
we have established a safe reserve for meeting the withdrawals from day to day,
meeting the demands for legal tender and so on, we will be able to use the surplus
for the expansion of our credit system from ten to maybe twelve times, depending
upon conditions.

Q. Do you hold the belief that any bank to-day can loan or extend credit
in excess of their capital plus their deposits?—A. Well, they are certainly
doing it.

Q. You hold that belief?—A. Yes. :

Q. Then I understand that what you hope to gain by securing the incor-
poration of this Alberta bank would be a power that would permit the expansion
of eredit many-fold; that is, that you could loan many times the amount of
your capitalization and your deposits.—A. Within limits that are safe.

Q. Yes, you hold that view?—A. Yes; not the deposits, of course.

Q. Can you find any evidence to confirm that belief from any bank state-
ment? Can you find anything in a bank statement where a bank loans more
than its authorized capital plus its deposits?—A. No, I would not say deposits
plus its cash reserves. : ,

Mr. Jaques: Every loan creates a deposit.

The Wirness: Yes. When a loan is given that creates a deposit.

By Mr. Cleaver:

Q. You hold that belief?—A. Yes. I not only hold that belief but I am
satisfied it is true.

Q. If you makg a loan of $1,000 to me and I accept that loan and walk

out of your bank with the money and deposit that money in the Royal Bank,

oes that create a deposit for the bank of Alberta?—A. Yes; because within

twenty-four hours it has been proved that it is right back in the bank from
which it emanated.

Q. Would you mind indicating the proof to me right now of how that

happens?—A. That is a very difficult task, Mr. Chairman, to ask of a person.
[Hon. Solon E. Low.] :
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Mr. Buackmorge: It seems to me it has nothing to do with the bill. 'We are
asked for an outline of the technique of banking.

Mr. Creaver: No, Mr. Blackmore. What I am seeking is a frank avowal
of what you hope to obtain by this bill; and I can frankly say now, Mr.
Chairman, that there are many people in Canada who hold the view that banks,
through their cheque-book meney, expand credits many-fold, and that the banks
have a privilege that is very valuable to them anfi whych no one else has.
I do not know any better way of either proving or disproving that theory than
by granting a charter, under proper safeguards, and I am in favour of the
granting of a charter for an Alberta bank. But I think that that bank should
comply with all the requirements of the Bank Act and should be subject to all
the same types of taxation as our chartered banks are subject to.

The Wrirxess: That is right.

Mr. Creaver: 1 do not know any better way of proving or disproving this.
You men have a right to your opinion; you are honest in holding it. T do not
know any better way of exploding the theory, if it is not correct, than by giving
you a chance to prove it, under proper safeguard.

The Wirness: And would you add: Prove it, if it is correct?

Mr. Creaver: I think the Minister of Finance, Mr. Dunning, indicated
that at any time an individual from Alberta came and applied for incorporation,

and was willing to take incorporation similar to what the other banks take, he
would be welcome to that charter.

The Wirness: That is right.

Mr. KixLey: Mr. Chairman, Mr. Hanson at the outset said_thgat the
primary matter to be discussed was the principle of this bill. The principle of
this bill is whether the government of Alberta, a provineial government in the
confederation of Canada, should set up a bank and create directors who are now
the executive council of that province. I think we will agree that this bill or that
this matter is of federal concern to the whole of Canada, and the question is not
so much how it will help Alberta as to how it will present itself and how it will
appeal to the people of Canada generally. We must realize that the government
of Alberta have powers in their own right, and I can see at once a conflict of
authority as between the provincial and federal governments. The federal
government controls banking and finance of this kind, and 1 think everybody
will agree that for the purpose of stability and harmony in a country and to
make the same thing prevail all over the country, that is where it should be.

Mr. Jacques: Where?

Mr. Kivuey: Under the control of the federal parliament.
Mr. Jacques: It is not.

Mr. KixLey: Well, T think banking is under the control of the federal
authority of this country under the British North America Act.
The WirNess: Mr. Chairman, could T just interject a word?

The CHARMAN: Just pardon me a moment. It is just one o’clock now and
we are entering on a rather new phase of discussion.

Mr. Kivuey: I want to speak to the principle of the bill, which is the
setting up of a bank by a provincial government.

The Cramrman: We will give you the floor, Mr. Kinley, at the adjourn-
ment. The minister will not be able to be present to-morrow morning, and I
would suggest that we adjourn until four o’clock to-morrow afternoon.

The committee adjourned at 1 o’clock p.m., to meet again on Wednesday,
July 17th, at four p.m.
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MINUTES OF PROCEEDINGS

WepNESDAY, July 17, 1940.

The Standing Committee on Banking and Commerce met at 4 o’clock p.m.,
the Chairman, Mr. Moore, presiding.

Members present: Messrs. Blackmore, Bercovitch, Casselman (Edmontorn
East), Cleaver, Donnelly, Factor, Jackman, Jaques, Kinley, Lapointe
(Lotbiniére), Macdonald (Halifax), Macmillan, McGeer, McNevin, Marier,
Moore, Picard, Raymond, Slaght, Thorson, Ward, Ross (Calgary East).

In attendance: Hon. Solon E. Low, Provincial Treasurer, Province of
Alberta, Mr. F. P. Varcoe, Counsel, Department of Justice, and Mr. D. K.
MacTavish, K.C., Counsel for the Government of Alberta.

By unanimous consent the following corrections were ordered with respect
to the printed evidence of July 16, viz:—

1. On page 1, line 17, sixth line of Mr. Blackmore’s statement, for the word
“privately-owned” substitute the word “publicly-owned”.

2. For the two last lines at the bottom of page 3, substitute the following:—
Mr. Cleaver: Do you believe the proposed amendment will permit
a liquidator winding up the bank to sue the province and to recover
judgment against the province?
3. On page 5, line 30, for the word “cannot” substitute the word “can”.
4. On page 19, line 23, for the word “bank” substitute the word “band”.
5. On page 20, in Mr. Aberhart’s letter, second line of the third paragraph,
for the figure $500,000 substitute the figure $4,500,000.
With the unanimous consent of the Committee, Mr. Low made a statement.

Mr. MacTavish suggested a number of amendments to Bill 26, and referred
to the various sections of the Bank Act which, under section 7 of the Bill, would
not apply to the Bank to be incorporated under the said Bill.

Mr. Low was further examined, and was requested to produce a copy of
Order in Council No. 73436 to appear in the minutes of evidence.

At 6 o'clock the Committee adjourned until Thursday, July 18, at 11 o’clock
with the understanding that the first hour of the Committee’s proceedings would
be devoted to the consideration of other business referred to the Committee.

R. ARSENAULT,
Clerk of the Committee.

6632—13
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MINUTES OF EVIDENCE

House or Commons, Room 268,

July 17, 1940.

The Standing Committee on Banking and Commerce met at 4 p.m., the
chairman, Mr. W. H. Moore, presided.

: Appearances :
Hon. Solon Low, Provincial Treasurer, Province of Alberta.
D. K. MacTavish, K.C., appeared as Counsel for the government of Alberta.

The CaamrMmax: Order, gentlemen.
to make, have you not?

~ Mr. BuackMorg: ~Mr. Chairman, in the minutes of evidence of yvesterday’s
meeting there appears a typographical error or a mistake in words in my main
remarks on page 1, line 6. There I am credited with saying, “a privately-owned
provineial bank.” That would be an anomaly. What I said was, “a publicly-
owned provincial bank.” I wish to have that correction made.

Mr. Ross (Calgary East): Mr. Chairman, before we proceed I should like
to say that yesterday 1 gave you a copy of a letter written by Mr. Aberhart to
Mr. Sousa. I have the original letter before me now and I find that there was
an error in the copy. The copy of the letter appears on page 20 of yesterday’s
printed proceedings, and the third paragraph of the letter reads:—

Forthwith after the said charter and licence has been issued, you

will deposit in the chartered bank aforesaid a further sum of $500,000.. .

It should read $4,500,000. I would like to have that correction made. Then, I
might point out while I am dealing with this that the letter is written on paper
“bearing the crest of the prime minister; printed on the top is “Office of the

" Premier of Alberta,” and then it is directed to Mr. J. J. Sousa, Macdonald Hotel,
‘Edmonton, Alberta. '

Then there is another matter I wish to refer to—
The CuamrMmax: Is it a correction?

(i Mr. Ross: It is a correction, yes. Then there is another matter I wish to
pefer to. Yesterday in his evidence in answer to a question asked by Mr.
Cleaver the witness stated this on page 20, “Mr. Sousa, representing a syndicate
in the United States, came to the government of the province of Alberta, early
in the spring of 1938, bearing recommendation from a number of high officials
of the government in the United States, and including Mayor Andrew Davisson
of Calgary... .” This is the part I wish to direct attention to— “. . . and
including Mayor Andrew Davisson of Calgary who vouched personally for this

- man and his character.” 1 have just received a letter from Mayor Davisson

which I would like to read to the committee if I may. It was sent by air mail,
‘and it reads as follows:—

Mr. Blackmore, you have a statement

Mavor's Orrice, Crry Havn,
Calgary, Alberta.

- = July 16th, 1940.
‘Mr. Geo. H. Ross, K.C.,, M.P,,
Ottawa, Ontario.

(&) 1)

Dear Mr. Ross;—I note by a press dispatch to-day that Hon. Solon
E. Low, Alberta Provincial Treasurer, informed (or at least implied to)
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the members of the Banking and Commerce Committee of the House of =
Commons that I recommended Mr. J. J. Sousa, of Calgary, to the Aberhart =
government as a man fully qualified to operate a bank.

I wish to brand this statement as an absolute untruth. I never gave =
Mr. Sousa a recommendation addressed to either Hon. Mr. Low or any
other member of the Alberta cabinet, certifying that he (Sousa) was °
capable of either financing or operating a bank. 5

Incidentally, as a member of the Alberta Legislature, I sincerely =
trust the government of Canada will not grant this charter. In expressing =
this hope, I know I am voicing the sentiments of a majority of the people =
of this province. - R

Already hundreds of thousands of dollars of our taxpayers’ money
have been wasted by our Social Credit government in operating so-called =
“Treasury branches.” The benefits which are alleged to have accrued =
from the conduct of these pseudo banks certainly are not visible to the =
naked eye and actually only exist in the vivid imaginations of their Social =
Credit proponents. ¥

In my humble opinion, if this bank charter is granted, it will merely &
mean another avenue for our Social Credit government to utilize in
experimenting with some of its hair-brained theories, thereby wasting =
thousands more of our taxpayers’ money. Moreover, at the same time, =
it will enable that government to find employment for a horde of hungry =
job-seekers who do not know any more about running a bank than do =
either Hon. Mr. Low or any other member of the Aberhart cabinet. i

If you desire, you are at liberty to direct this letter to the attention
of your committee. i

With kind personal regards, I remain,

Yours very truly,
ANDREW DAVISSON.

The Wrrness (Mr. Low): Mr. Chairman and gentlemen, in answer to the
objections that have been raised by Mr. Ross, I shall just direct his attention ©
to the exact words as found on page 20. If Mr. Davisson is under any misappre- =
hension it is certainly not from the text of the evidence that was given here =
yesterday, as I made no hint whatever in what I said that Mr, Sousa wads =
recommended as a fit person to run a bank. I specifically said that he came
bearing certain documents from a syndicate and that he came bearing recom- =
mendations from a number of high officials in the United States and from
Mayor Davisson who vouched personally for this man and his character, I did =
not say he would run a bank or had anything to do with a bank. I have a copy
of the letter on file in my office in the city of Edmonton which I can easily obtain =
if necessary for this committee, showing the recommendation that was sent.
It was not addressed to me, it was addressed “to whom it may concern” which =
was even more general. That is the situation, and I feel, Mr. Chairman, that =
the letter which Mr. Davisson has sent down has no place on the records of the
proceedings of this committee whatever, because it is irrelevent and it is not even
an objection to the real statement that was made or even insinuated in this
committee. I therefore would suggest, Mr. Chairman, that the letter be struck
off the record, and I would like a ruling on the inclusion of that document in
the proceedings of this committee. ‘

The CuAtRMAN: What is the pleasure of the committee?

Mr. Cueaver: Before any sueh ruling is given I should like to have aBb
opportunity to be heard. : 3
_The CHARMAN: 1 am asking if it is the pleasure of the committee; the =
chairman would not rule, of course. 4
[Hon. Solon E. Low.]
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Mr. McGerr: I think the letter referred to should be put before the
committee before the matter is dealt with. You have a letter from Mr. Davisson?
The Wrrness: Yes, I have.

The CHAIRMAN: In the meantime shall we allow the letter as read by Mr.
Ross to stand in the record? 2

Mr. McGerr: I do not see how you can strike that letter off the records..
Mr. CLeaver: While we are dealing with corrections, I made an interjection
on page 3 of the report of the committee’s proceedings at the last meeting. Two of

us were talking at once and the reporter did not get my question accurately.
The question appears at the foot of page 3, and it should read:—

Do you believe the proposed amendment will permit a liquidator
winding up the bank to sue the province and to recover judgment against
the province?

The Wirness: Mr. Chairman and gentlemen of the committee, there is just
one correction which I think I should ask be made in the evidence on page 5.
In answer to a question which was asked by Mr. Thorson:—
Q. How will it accomplish the purpose you have in mind?
My answer reads:—

A. Well, in the first place this bank certainly would operate on a

more extended policy of credit issue. That is, if a man or an institution

or a community or a corporation cannot put up adequate security they
should be entitled to their credit. . . .

The word “cannot” should be “can”, because we have no credit until we
have some security upon which it can be based. That is quite obvious from
the context of the reply. There are a few other minor errors, but I think they
are really not so important to the issue that is before us, and I shall let them go.

In continuing, Mr. Chairman, I should like to make a preliminary statement
and then be ready for any further questioning. From the conversations which
I held with a number of members of this committee and others who were here
yesterday I took note that some of the points which we considered here were
not fully dealt with and fully understood. The intelligence of the committee,
Mr. Chairman, certainly was most evident, and that being the case I have
wondered if there are not two or three possible reasons why those various issues
were not understood. In the first place, I wondered if we did not go too fast.
I noticed yesterday, for example, that' when a question was asked, before I had
a chance to give the answer there were two or three other questions asked at
times, and it is quite impossible for a person to answer clearly two or three
questions before the committee at one time.

The CrarMaAN: You have the chairman’s sympathy.

The Wrirngess: Thank you, Mr. Chairman. It seems to me too, Mr. Chair-
man, that we have plenty of time. That being the case why should we not go
very, very carefu}ly into each of the issues.” You know this 1s a most important
thing to the people of one of the great provinces of the Dominion of Canada,
and we are serious and we are earnest and we are sincere in our endeavour to
obtain a charter for this bank. Now, if these misunderstandings were because
of the speed at which we were proceeding, well, perhaps, we could correct that
to-day. I think, too, that the misunderstandings might, perhaps, be due to a
little commotion that kept up near the back of the committee room. There
seemed to be considerable noise, and there were some who insisted on talking
aloud. Maybe that was the reason. i

Mr. BercovitcH: You know that money talks.

The WirNess: Maybe. I am sure the members of the committee would
not like to have that cause any misapprehension or misunderstanding, and I
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crave your indulgence during the remainder of the hearing. Now, if,-on the ©
other hand, it was because of jumping from one subject to another rapidly
without exhausting the information on the one subject, maybe we can correct
that too. I have in mind trying, if we possibly can, to stay with an issue
until we have exhausted that issue; because I am quite prepared to stay here
and answer questions just as long as it is possible for information to come
to my mind of an authentic nature. I do not want to be anything but ready
to give as full information as T possibly can. If you will try to confine your
questions to the issue that is presently before the committee, Mr. Chairman,
it would certainly assist me in exhausting the information I have. I am here,
Mr. Chairman, to make as abundantly clear as possible the pertinent facts. ’

I believe most sincerely and most firmly that the issuance of currency and
credit in terms of public need should be a function of the government
and not of privately owned institutions, because it has such a tremendous
bearing upon the economy of the people and upon their welfare and well &
being. It is for the purpose of demonstrating to the world that this very =
important function can be exercised by the governments of the people that =
we are asking you to grant us this charter.

We are only asking, Mr. Chairman, for what has been granted to a great
many private groups. Why, then, should the government of one of the &
important provinces of the Dominion of Canada be denied the thing which so &
many privately owned institutions have been granted? )

Just at this time, in order to remove some objections which were voiced
to me privately in connection with the proposed directorate under the bill, we
would not object, if the committee feels that it is wise—and surely you have
upon your shoulders to-day in the consideration of this application for a
charter a very, very important responsibility which acts both ways—to chang- ©
ing the bill, making it possible for the Lieutenant Governor in Council to
appoint the directors of the bank, other than the members of the executive
council for the time being. If you as a committee consider that that is the
better part of wisdom, then we would certainly have no objection to having
that change made.

There is one other point that was mentioned to me in private conversa-
tion which I think I should clarify. It was expressed to me that some of the
members of the committee feared that we were going to use our bank in the
province of Alberta to extend credits too freely to school districts, to municipal
districts, to corporations, and so on. Now, while we as individuals may not
know a great deal about the details of the intricate system of banking, it is
our determination to get the very best obtainable assistance for the manage-
ment of the bank and for the personnel under that management in order that

we shall be able to carry on the business of banking as it should be carried ¥

on. We are determined to hold those men whom we obtain for those positions
~ responsible for the safe conduct of the business. And you, as members of the
parliament of Canada, know right well that our charter, if granted, will come
up for renewal in a very short time, comparatively speaking; and, if at that
time, we have not conducted this banking business in a way that is wise and
in the best interests of the people in one of the great parts of this Dominion
of Canada, then it is your privilege to revoke that licence and not to extend
the charter. It seems to me, Mr. Chairman, that that is quite a safeguard;
‘and we are prepared to demonstrate in the time that we would have before
the charter comes up for renewal, if that charter is granted, that we can
carry on the business of banking in a wise and important way.
With this preliminary statement, Mr. Chairman, I should like to ask our
legal adviser, Mr. MacTavish, to make one other short statement,, because,
what we are trying to do now is to anticipate some of the problems which you

face as a committee, in order that we shall not have to deal at too great length
[Hon. Solon E. Low.]
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with them. As long as we can see eye to eye, why should we discuss them
at length? So, if you would not mind, I should like Mr. MacTavish to say
just a word. :

The CHARMAN: Ts it the pleasure of the committee that we should hear Mr.
MacTavish?

SomeE Hox. MEMBERS: Yes.

Mr. MacTavisa: Mr. Chairman and gentlemen, yesterday I had hoped
to have an opportunity, as I thought it might be useful, to go through the Act
section by section and make comments on it. That perhaps was not the wish
of the committee, so I restricted myself then to a reference to the two amend-
ments which we had suggested quite voluntarily should be added. They were
9A and 9B. I had hoped at the same time to discuss section 7, which I
should like to do now very brieflly, because it contains a list of the sections
of the Bank Act which will not be applicable to the bill that is before vou.

The reason that that is particularly important is that since the printing
of the bill which is in the hands of the members of the committee at the
moment there have been changes in section 7 as we proposed to have it appear
in the final draft; that is to say, there are some sections which, take for example,
sections 15 and 16 which are stated in section 7 to be not applicable now, we desire
shall be applicable. ;

Those sections have an important bearing, and by way of anticipating
possible objections I should perhaps draw them to your attention right now.
. Section 16, particularly, is the section of the Bank Aect which provides for
a certificate of the treasury board. My instructions from my clients, when
we were discussing this earlier, were that they were quite satisfied that section
16 should apply; in other words, the bank will have to obtain the treasury
board’s certificate, in exactly the same way as a chartered bank would obtain
the certificate.

Mr. Kmviey: Also section 15?

Mr. MacTavisa: Section 157

Mr. KiNnuey: And section 14.

. Mr. MacTavisu: Section 15 shall not apply. Mr. Kinley. Perhaps it would

simplify it if T were to read it so that you gentlemen may check it with section
7 which is before you. ;

Mr. KiNLEY: Supposing you start with section 14.

Mr. MacTavisa: Yes. We propose in the new section 7, Mr. Kinley, to
provide that section 14 (2) shall not apply. In other words, section 14 (1) shall
apply, and I shall read it, if T may.

Section 14 (1) reads:—

The bank shall not issue notes or commence the business of banking

until it has obtained from the treasury board a certificate permitting it
so to do.

Mr. Kixvey: That is section 14? |
Mr. MacTavisa: Yes, that is section 14 (1).
Mr. KiNLEY: Are you cutting that out?

- Mr MAC_TAVISH: No; we are cutting out section 14 (2), because section
14 (2) is obviously, I think, irrelevant in the circumstances.

. Mr. Kinvey: What does that say?
~ Mr. MacTavisa: Section 14 (2) reads:— :

No application for such certificate ‘shall be made until directors

have been elected by the subscribers to the stock in the manner herein-
‘before required.

|
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Well, the directors are not elected, as you appreciate, in this bank, because
they are not subscribers in the ordinary sense. So, in effect, the principle of
section 14 (1) shall apply; in other words, the bank cannot carry on its bank-
ing business until it obtains a certificate in exactly the same way as the chartered
bank obtains its certificate.

The same applies to sections 15 and 16.

Mr. KiNrtey: That is the limitation?

Mr, MacTavisa: Section 15 provides for statements and limitations.

Mr. KiNLEy: You have to start within a year?

Mr. MacTavisa: Yes; that is right. If I may be permitted, I think it
would shorten matters if I were to read section 7 as we propose to have it so
that you can readily see by following section 7 as it now is before you the
changes.

Section 7, as we propose it, shall read as follows:—

The following sections of the Bank Act shall not apply to the bank:
sections 12, 13, 14 (2), 18, 20, 21, 22, 23, 24, 25, 26, 30, 31, 33, 35, 36,
37, 38, 39, 40, 41, 42, 43, 44, 45, 46, 47, 48, 49, 50, 52, 54, 130 and 135.

I have a memorandum which gives very shortly the gist of each one of these
sections and I shall be very glad to read it if the committee would like that
information now. Possibly that might be a waste of time and perhaps you
would rather proceed along other lines.

Mr. BercovitcH: I think if you would give us a brief statement of just what
you intend, it would serve the purpose.

Mr. MacTavisa: Generally speaking, Mr. Bercovitch, the statement as to
the excepted sections stands as it is in the explanatory note; that is to say, most
of those sections deal with matters of the mechanies having regard to share-
holders’ meetings, shareholders’ rights and that sort of thing. As there are no
shareholders in that sense in this bank those sections become immediately
irrelevant.

Mr. SuacrT: Would it disturb you to indicate on what general ground this
proposed bank which will compete with our chartered banks, of course, and their
business, and affect the revenues of those banks—on what general ground is it
sought that immunity from the Bank Act in all these respects should be granted
to such an institution? .

- Mr. MacTavisa: The only reason, Mr. Slaght, in my view, is one of
convenience in this respect; that it seems useless to have applicable to this bank
sections of the Bank Act dealing with shareholders’ meetings and that sort of
thing which are obviously in this set-up quite irrelevant. That is the only
reason. I would say that in a word those sections of the Bank Act are irrelevant
to a bank of this type of structure.

Mr. SragaT: Is that the only type of section that all these numbers cover,
that is, purely technical sections which would be stupid to have applied to a
bank controlled by the province?

Mr. MacTavisu: Yes, sir. I think I can say without any doubt that that
is exactly the situation.

Mr. Bercoviren: I do not think you can mean that Mr. MacTavish; you
referred me to the explanatory note.

Mr. MacTavisH: Yes.

Mr. Bercovircu: I read among other things that the section of the Bank
Act with which we are dealing—and from which you wish to be exempted—
refers to the regulations and management of the bank. It would be of great
importance I should think that the management of the bank should have some
control, at least the control of the Bank Act.

[Hon. Solon E. Low.]
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Mr. MacTavisa: Yes; “management” is perhaps not the happiest word
that might have been used in that explanatory note, sir, because actually there

is not anything in the Bank Act in the general statute dealing with details of
management.

Mr. Factor: Perhaps you would get ahead better, Mr. Chairman, if you
allowed Mr. MacTavish to go on with the matter section by section.

Mr. MacTavisa: Yes. Section 12, which is the first excepted section deals
with the opening of stock books for the receipt of subscriptions by prospective
shareholders.

Mr. Facror: That, clearly, would not apply to your bank.

Mr. MacTavisa: No. Seetion 13 provides for the first meeting of
subseribers, and it is automatically out.

Section 14 is the one with which I have just dealt, and, as you know,
provides for the certificate of the treasury board. That portion of it which in
my conception is relevant is, of course, remaining applicable.

Section 18 deals with the authority of the shareholders to pass by-
respect to certain matters. That again is in my submission irrelevant.

Sections 20 to 26 inclusive represent the next few excepted sections.

Mr. Creaver: I wonder if you would not go quite so fast so that we can
roughly check through these sections which you indicate are not relevant.

Mr. MacTavisa: Yes, sir.

Mr. Marier: Will sections 15 and 16 be excepted?

Mr. MacTavisu: Not in the newly amended sections. We go from 14 to 18.
Sections 15 and 16 will apply and section 17 will apply. Section 18, as I say,
deals with the authority of the shareholders to pass by-laws.

Mr. SvaguT: Do you skip 16?

Mr. MacTavisu: Yes, sir; because as I said in the newly amended section,
16 will apply to the bank and we are satisfied with it.

Mr. Cueaver: Is it your intention not to have any by-laws regarding the

internal management and operation of the bank? I am directing my question
now to the proposed deletion of section 18.

Mr. MacTavisa: Section 18?
Mr. Creaver: Yes.

laws with

Mr. MacTavisa: Well, in so far as shareholders’ by-laws are concerned
I would say that is the situation, there being no shareholders in the ordinary
sense of the word.

Mr. Cueaver: No; but I take it section 18 is the broad section which

permits the shareholders to pass by-laws or regulations as to the internal
operation of the bank.

Mr. MacTavisa: Quite right.

Mr. Creaver: Now, would you not have to substitute some other clause in
lieu of 18?7

Mr. MacTavisu: I think that I can safely say in so far as the province is
concerned there would be no objection to some regulatory—

Mr. Creaver: If you are to function as a bank I would think you would
have to have general by-laws outlining the mode of procedure. Take, for
instance, subsection 3, setting up a pension fund for employees. You will
doubtless want to do that. ks

Mr. MacTavisa: I would think it is very likely that the bank will. On
the other hand, the section generally provides for matters with respect to
shareholders and subsection 3 that you are making reference to, Mr. Cleaver,
you will note, provides that the authorization for the pension fund must come
from the shareholders. Well, now, such a ruling with respect to this bank—
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Mr. Creaver: That is why I am raising the point. I would suggest that
you must have some other section in lieu of 18.

Mr. MacTavisa: Yes.

Mr. CLEAVER: And in view of your extraordinary set-up as to capital stock
and directors— i

Mr. MacTavisa: I think I would be perfectly prepared, subject to my
instructions, to say that I would be very glad to meet the draftsmen of any
of the departments and agree to some section to replace it.

Mr. BercoviTcH: Subsection 4—if you are redrafting—ought to have your
attention too.

Mr. SvacaT: And clause G of subsection 1. Why should not that apply
to the remuneration of the president, vice-president and other directors? That
does not want to be wide open, does it?

Mr. MacTavisa: No; I would quite agree that is a matter that should
be fixed.

Mr. SracaT: Why should this bank be exempt from that restriction?

Mr. MacTavisa: That restriction, as you will note, sir, is a restriction
which comes from the shareholders of the bank. Here there are no share-
holders in the ordinary sense. There is that mechanical difficulty that is in
the way, and I am quite satisfied that as far as my clients are concerned we
would be quite prepared to work out a section to replace 18 in order to provide
that. Sections 20 to 26 are the next group of sections that deal with the
qualifications of directors and their election by sharcholders, except section 26,
and that provides—well, particularly, with regard to subsection 2——the con-
tinuance in office of directors.

Now, with respect to these sections it seems to me they are irrelevant with
the possible exception of 26 (2). And 26 (2) as you will note, gentlemen, by
reference to the bill itself, is taken up in section 2 of the bill. That is to
say the matter of election and continuance in office of directors is dealt with in
section 2 of the bill before you.

Mr. Facror: What about the president? Do you intend to have a president
of the bank?

Mr. MacTavisu: Section 3, subsection a, Mr. Factor, provides that the
lieutenant-governor in council may appoint one of the directors as president
and another vice-president of the board of directors of the bank.

Mr. Facror: If a vacancy oceurs is the same procedure carried out? * Does
the lieutenant-governor in council fill the vacancy?

Mr. MacTavisa: Yes; I would think that would follow.

Mr. LaroiNTe: Are they receiving any remuneration? Do the president
and vice-president receive any remuneration?

- Mr. MacTavisu: There is no provision in the act at the moment; but if
m accordance with Mr. Cleaver’s suggestion we replace section 18 by some
other relevant provision that would carry the remuneration in it. '

Mr. Creaver: There is another point, Mr. MacTavish, which arises in
connection with this section. In an ordinary bank with shareholders and
directors the shareholders are entitled to annual reports as to the financial
condition of the bank. :

Mr. MacTavisH: Yes.

Mr. CreavER: And at their annual meetings they exercise a certain restraint
or control over the directors. If things are not going well the shareholders
will promptly take out the directors and appoint a new board.

Mr. MacTavisa: Yes.

[Hon. Solon E. Low.]
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Mr. CLeaver: Now, what sections are you suggesting, or what corregpogldi{:%
supervision and restraint are you suggesting should be set up as to this bank?
Mr. MacTavisH: Mr. Cleaver—

Mr. Creaver: To direct and control the directors in the exercise of the
banking business.

Mr. MacTavisa: I think the answer to that questli_on lies, Mr. Cleaver, in
the returns that the bank will make to the Minister of Finance.

Mr. CLeEavER: You are expecting the party supporters who are keeping the
cabinet in office and who go out of office if the cabinet falls, to exercise the same
control and restraint that shareholders would exercise?

Mr. MacTavisa: Well, perhaps I would not go that far because 1 would

admit, I think, that in no case of a government-owned undertaking is there the

same intimate power in the hands of the taxpayers, shall we say, as there is in
the shareholders.

Mr. Creaver: So where there is quite a community of interest between
private members and the cabinet—
Mr. McGeer: There is the same relationship or interest in this bank with the

government as exists between the government of Canada and the Bank of
Canada.

Mr. MacTavisa: Yes.

Mr. McGeer: As exists between the government of New South Wales and
the Bank of New South Wales.

Mr. MacTavisa: Exactly.

Mr. McGeer: There is nothing novel or unique about a national bank to-day.
You cannot have the private rules and regulations or the special rules and regula-
tions applying to a public bank that exists between shareholders and directors
in a private bank because there is no such thing to which the regulations in the
one case can be applied, and no need for it in the other. The men who are
elected by the people are assumed to be men of integrity and honesty and
intelligence, and the check on a public bank is the same as the check on parlia-
ment. If anything of the kind took place, of course, the electors have a right
to deal with them. You cannot have this type of regulation applying to a
public bank because you have not got shareholders in the sense that there are
shareholders related to directors who are in the business for profit and who

have put up their private capital.
Mr. Cueaver: Mr. McGeer, you are not suggesting that the bank that this

bill proposes to incorporate will carry on the same type of banking business as
is carried on by a central bank?

Mr. SvagaT: Noj; they loan money to Tom, Dick and Harry the same as
any private bank, if T understand it.
Mr. MacTavisa: Right.

Mr. SuagrT: This is a private bank run by the province.
Mr. CasseLMAN: A private bank run by a province.
The CmalRMAN: Order, please.

Mr. MacTavisa: 1 think the difference is as Mr. MeGeer put it, perhaps
n different terms. But T think there is not the same intimacy, shall we say,
between the taxpayers and the bank in this case as there is between the share-
holders and the bank in a private bank. It is_a matter of degree only as I see it,
because in the final result the taxpayers can change the personnel of the bank

In the same way as the shareholders of the bank can exercise their influence
to remove the directors.

Mr. Creaver: The only provision of control which you have made—
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The CramrMaN: Order, please, gentlemen.
Mr. CLEAVER: —is that—

The CuArMAN: May I say the reporter is ha{fing great difficulty, Mr.
Cleaver, in taking down the report. Please let us have order. 3

Mr. Creaver: The only measure of control that I can think of, Mr. Mac-
Tavish, in the bill, is that you provide that annually the directors must make a =
financial report to the house. -3

Mr. MacTavisa: No; I think, Mr. Cleaver, it goes further than that, =
because we must make our report to the federal Minister of Finance.

Mr. CLeaveEr: No; I am not speaking of departmental control, I am speaking 3
of shareholder control.

Mr. MacTavisa: Well, shareholderssin the sense that the taxpayers are
shareholders; is that what you mean? Because there are no other shareholders
in the ordinary sense.

Mr. CLeAavER: Yes.

Mr. MacTavisa: Well, the shareholders—if you can call the taxpayers
shareholders—in that way would have a check on it. The taxpayer gets his
return of the expenditure of his money the ordinary way.

Mr. CrLeaver: Yes; and the only remedy then would be the fall of the °
government. ]

Mr. MacTavisua: Yes, in the same way as the only remedy to the share- =
holders of an ordinary bank would be the fall of the board of directors.
Mr. BercovitcH: Perhaps it would be helpful—I know it would be to me,
at least—if you could tell us whether the bank which exists in the province of
Ontario, established by the government of the province of Ontario some years =
ago—differs from this.
Mr. SvacHT: They cannot loan money to a commercial house in the =
ordinary way that you propose to do and in the ordinary way in which char- =
tered banks do. ‘
Mr. Cueaver: They cannot issue currency.

Mr. MacTavise: There is no very close analogy there. They are really =
savings offices. I would describe them in that way. .
Mr. CasseLMaN: What about the bank in Manitoba? Was it not run =
under the same kind of auspices? i

Mr. TaorsoN: It was not run under the Bank Act. It was a provincial
savings office. :
The Wirness: For bank deposits.
Mr. Ross (Calgary East): Similar to the treasury houses of Alberta.
Mr. Trorson: It was not under the Bank Act at all.
The CuairMaN: Gentlemen, you are not being reported. . ‘
Mr. MacTavisa: Then, gentlemen, if I may proceed to the next section,
having dealt with that group of 20 to 26 inclusive, the first section is section 30,
which deals with special meetings of shareholders and is inappropriate or
irrelevant, as I have indicated. Section 31 deals with the right to vote and the
method of taking the vote at shareholders’ meetings, and comes under the same
heading of irrelevancy. Section 33 is the next excepted section and deals with
the allotment of the original unsubscribed capital. o
_ Mr. SuacaT: Just before you pass 20 to 26, I notice in clause 3 of 20 the
majority of the directors shall be natural born or naturalized subjects of His
Majesty and domiciled in Canada.
Mr. MacTavisu: Yes, sir.
[Hon. Solon E. Low.]
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Mr. StacaT: Why do you want to cut that out?

Mr. MacTavise: 1 would say that there is particularly no direct reason
except this, that it is covered in section 2 of the act which says the members of
the executive council shall be the directors of the bank and they take an oath
of office which is an oath of allegiance which, I think, all comes to the same
thing in the end. I have just dealt with section 33, and the next 1s a group
of sections going from 35 to 50. That is a group of sections headed in the
Bank Act as “shares and calls,” and it deals with just pretty much what it says—
transfers, transmissions, shares and calls. The next excepted section is section 52.

Mr. CLeaver: Before you leave the last group, Mr. MacTavish, I have a
question to ask.

Mr. MacTavisea: Yes? That is the group of 35 to 50?

Mr. Creaver: Yes. What clause are you suggesting should be included
in the proposed act to take the place of these sections 35 and 40 which provide
that in the event the capital is lost it should be made good?

Mr. MacTavisg: The section that will carry that is section 9(a) which
does not appear in the copy before the committee now because, as I indicated
the other day, it was added after representatives of the province had had an
opportunity of discussing the matter generally and perhaps unofficially with
private members. If I may, I shall read that amended section. Purely for con-

venience I have called it 9(a). It will be inserted in the act at the proper place.
That may be the place. It reads as follows:—

If any part of the paid-up capital is lost, the provincial treasurer
shall, out of the general revenue fund of the province of Alberta, forth-
with pay to the bank an amount equivalent to the loss, provided that all
net profits shall be applied to make good such loss.

Mr. Cueaver: What about a default clause in the event that that “shall
pay” clause is not complied with?

Mr. MacTavisa: We discussed that yesterday, Mr. Cleaver.

Mr. Creaver: We did not get very far yesterday.

Mr. MacTavisa: I am of the same opinion as I was yesterday. I believe
that, in effect, pledges the assets of the province to the bank, to replace, shall
we say, what is now—as I called it yesterday—the dwindling double liability of
the shareholder of the chartered bank.

Mr. Cueaver: Have we in the dominion the power or the right to pledge the
province of Alberta to pay some amount? Is not our only remedy to say that
they shall pay, and to provide a penalty in the event of non-payment, namely,
the cancellation of the right to do business or something of that sort?

Mr. MacTavisa: May I put it to you this way? I think I am safe and well
within my instructions when I say that the representatives of the province of
Alberta are prepared to back the bank in the way that they have indicated in
this new section 9, which goes further even than section 125 of the Bank Act.
If there are mechanical or constitutional difficulties in the way of that, in

deference to the presence here of a law officer of the Crown—

Mr. Cueaver: You would aceept a clause drafted by the law officers of the
Crown to accomplish the prineiple which you now outline?
Mr. MacTavisa: Yes. I would say this. If there are any defects in our

drafting in order to carry out the idea that is undoubtedly in the minds of the
representatives of the province, then we will be quite prepared to make the
necessary changes, T

Mr. StacuT: In that group which you propose to eliminate, 38 (2) requires
that any loss of capital and calls, if any, made in respect thereto, shall be
mentioned in the next return made by the bank to the minister.
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Mr. MacTavisa: Yes. : _
Mr. SracuT: That is to our federal minister, of course. Why do away with
that obligation? ;
Mr. MacTavisa: We have not. I was interrupted in reading the section.
The next subsection reads as follows:
Any such loss of capital and the payment, if any, made in respect
thereof, shall be mentioned in the next return made by the bank to the
Minister of Finance.

Mr. SuaguT: That was not in my draft.

Mr. MacTavisa: No. This was added since that bill was printed.

Mr. SvacHT: All right.

; Mr. MacTavisa: Then subsection three of this new section reads as
follows:

In addition to the liability imposed by section 125 of the Bank Act
in the event of the property and assets of the bank being insufficient to
pay its debts and liabilities, the province of Alberta shall be liable for
the deficiency.

It was that subsection I had in mind when I said, in answer to Mr. Cleaver’s
question, that we were endeavouring in accordance with the instructions we
had from the representatives of Alberta to pledge the assets of the province.
If there are any constitutional defects in that, my friend Mr. Varcoe will call
them to my attention.

Mr. Creaver: It is the question of physical difficulties that is worrying me.
How can we covenant on the part of the province of Alberta that Alberta will
pay? |

Mr. Facror: It is a condition in the act.

Mr. Bercovircu: I think that is a very serious objection. The province
of Alberta, we must bear in mind, is not a party to this at all. The province of
Alberta, to all intents and purposes as far as this act is concerned, is non est.

Mr. MacTavisa: We are the promoters of the act.

Mr. Bercovircu: No.

Mr. MacTavisa: To that extent.

Mr. BercovitcH: Not as I understand it.

The Cuamrvan: A little louder, Mr. Bercoviteh.

Mr. MacTavisa: The preamble.

The Crarmax: Let Mr. Bercovitch make his point.

; _tMr. Ross (Calgary East): By accepting the charter they become parties
o it.

Mr. MacTavisa: I would refer yvou to the preamble, if I may.

Mr. Bercovitrca: Never mind, Mr. Chairman. I will make my point a
little later.

Mr. MacTavisa: Was there anything else, gentlemen, under that group of
sections 35 to 50?

Mr. Factor: What about authority to sue the provinee?

Mr. MacTavisa: Well, the newly-added section 9 (b) which I discussed
yesterday and which perhaps Mr. Cleaver feels is not adequate, reads as follows.
In my view it is.

The bank shall be liable to suit in the same manner and to the same
extent as any bank which is subject to the provisions of the Bank Act
in chapter 24 . . . o :

ete. So that it puts us in exaétly the same case as any chartered bank with
respect to the right of suit.
[Hon. Solon E. Low.]
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Mr. Ross: You go further than that and say it cannot be sued without its
own consent, because the province cannot be sued without its consent.

Mr. McGeer: A chartered bank can be sued, and that provision provides
that this bank may be sued just as any chartered bank under the Bank Act
may be sued. It is a corporation, the Bank of Alberta; and Alberta’s power to
deny the right to sue the government does not extend to this corporation.

Mr. CLeAvER: My point is that the time might arise when a liquidator might
want to sue the provinee; he might want to sue the province, not the bank, under

the guarantee, in which event there should be the right to sue the province
without the consent of the province.

Mr. Macpoxarp (Halifax): That would be ineffective. We could not pass
that legislation here.

~ Mr. Tuorsox: 1 raised that question yesterday. You have, by your draft,
imposed an obligation upon the province to make good any capital losses. While
you have provided for the right to sue the bank, you have made no provision
for the right to sue the province, to compel the province to fulfill the obligation
which you have, by your draft, imposed upon them. This is what I think Mr.
Cleaver is driving at. Ought there not to be a right to sue the province as a
matter of right and not by way of petition of right, and without requiring the
consent, or authority of the attorney-general of the province or anyone in the
provinee?

Mr. McGeer: The only way it could be done would be by an act of the
provincial legislature of Alberta, and such an act would not give any guarantee
at all; because the province of Alberta can pass an act in one legislature that
can be rescinded by a succeeding legislature. If it were the desire of the province
of Alberta, at the time of the liquidation of the bank, to resist suit authorized
by an act of a previous legislature, that could be done simply by repealing
that act. There is no way by which you can change the constitution of the
dominion and establish a guarantee that will hold water. ;

Mr. TrorsoN: That is exactly it. That is not quite in line with what I
had in mind, but it touches the same point. You impose by a dominion act,
or by your proposed amendment 9(a) you impose, by dominion legislation,
an obligation on the province. The question I asked yesterday was what
sanctions there would be behind the enforcement of that obligation which is

imposed by your amendment by the dominion on the province. There are
great difficulties involved in that.

Mr. MacTavisa: Yes. One sanction that I mentioned yesterday would
be the supervision provided in the Bank Act through the federal government:
that is to say, the sanction that lies in not continuing the charter when it ié
called in. That is one sanction. With respect to the other sanctions, T think
that the answer might be pretty much the answer that I made to Mr. Cleaver
that if there are constitutional difficulties there, we will endeavour to WOI'k’
them out. In drafting those two amendments, I had the advantage of a dis-
cussion with Mr. Frawley, one of the law officers of the department of Alberta,
and also with the Hon. Mr. Maynard who happened to be in Ottawa at the
time. I can quite safely say that there was no doubt in the minds of those
two gentlemen as to the objective to be attained, and the objective was to
make a good pledge of the assets of the province in backing this bank.

Mr. TuorsoN: My point is this. If this parliament imposes a statutory
obligation upon the province of Alberta—and we have a right to do that—
then we ought also to make a statutory provision for the enforcement of that
obligation or the performance of that obligation by suit against the province.
That raises the whole question as to whether the dominion parliament ecan
impose that obligation on the province and give a private person the right to

sue the province in spite of its own wishes in the matter.
6632—2
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Mr. MacTavisH: Yes.
Mr. TrorsoN: Because unless we give the right to sue the province as a
matter of right, then the province could refuse to give permission to bring
an action.
Mr. MacTavisu: Yes. -
Mr. THorsoN: Against his Majesty the King in the right of the province.
Mr. McGeer: How could you do that? 1
Mr. THOrsON: I do not know. g
Mr. Macpoxawp (Halifax): 1 do not think you can do that in the
parliament of Canada. I do not think in this parliament we are given the power &
to give a private corporation the right to sue a province. )
Mr. TrHorsoN: I have my doubts on that. Then what is the value of the
clause imposing the obligation on the province to make good the capital loss? &
Mr. SvacaT: It is of no value. ;
Mr. TaorsoN: That is the point I make.
Mr. McGeer: I would not go so far as to say it is of no value.
Mr. Tuorson: No. It might be of some value. But if we impose an
obligation we ought to have the right to set up the machinery to compel the
enforcement of the obligation. ]
The Wirness: Mr. Chairman, would it not be simply the imposition upon
the province of a so-called double liability, or at least a liability similar to the &
double liability that you have in the ordinary chartered bank upon the share- =
holder? b
Mr. THORSON: Quite so. 4
The Wrrness: All right. Then can you conceive of any situation in which &
a private individual may want to sue the government for capital losses? 3
Mr. Tuorson: Yes, quite.
Mr. MacTavisa: I wish the hon. member would give it here.
Mr. Trorson: Then why impose the obligation to make good the capital
loss, unless you have somewhere the right to enforce that obligation. E
The Wirness: Simply for this reason, it gives the legislature of the province &
of Alberta, and we will say more particularly the provincial treasurer, a reason
for putting before the legislature an appropriation under their Appropriation Act
and at the time of bringing down their budget for sufficient money to pay up the.
capital loss; that is the big reason. The authority must be there somehow., p
Mr. StacaT: On this point, Mr. Low, may I ask this; is it conceivable that ¥
this bank if we pass the Act may in the course of doing business become indebted =
by millions of dollars to other chartered banks in Canada; is that a possibility? =
The Wirness: Oh, yes. p

By Mr. Slaght:

Q. Then, let us assume their obligations become very heavy, things are
working badly just for the moment, and there is such a loss that the chartered
banks of Canada cannot enforce from the assets of the Bank of Alberta theil
judgments that they might recover; let us take that picture. Now then, whab,
power would there be to compel the province of Alberta to put funds into the
treasury of the Bank of Alberta to pay these judgments? If Mr. McGeer cor<
rectly stated the law, and I believe he did, that the province might pass an Act and =
send it down here to us saying they were willing to waive the right of immunity 0 =
sult, and then when trouble arises repeal that and set up their provineial right 01
immunity from suit without fiat; and the chartered banks of Canada having

millions of dollars of judgments could be laughed at and could not enforc®
[Hon. Solon E. Low.] 1
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them out of the assets of the province of Alberta; how would you meet that
suggestion?—A. Well, that situation might quite coneeivably arise even with a
chartered bank to-day.

Q. I suggest to you— —A. You could only go to a certain point In
enforcing the sanctions, is that not true? :

Q. But there is quite a difference. The double liability of shareholders In
chartered banks as they exist to-day can be enforced through the courts against
the shareholder and he cannot set up any right such as a province has to refuse
to give a fiat to be sued.—A. Yes.

Q. Therefore the barrier in the way of a creditor enforcing judgment against

him under the double liability does not exist, but you would create a barrier
here.—A. Not “would”, sir.

Q. Pardon?—A.. Not “would”. :

Q. I mean “could”; and it is a political bank after all run by the party in
power; and if their business in good faith turned out badly and they said we
don’t care, we owe The Bank of Commerce $8,000,000 or $10,000,000, and
The Royal Bank of Canada $5,000,000 more, we are going to refuse to pay our
debts; as that province has refused, as I understand, to pay some of their

outstanding obligations now; then, what protection have the creditors of such
a bank for enforcing their judgment?

By Mr. Thorson:

Q. In other words, what takes the place of the double liability?—A. Clause
9(a) with which Mr. MacTavish was dealing, and the first subsection says:
“If any part of the paid up capital is lost—paid up capital.”

Q. Yes—A. The provincial treasurer shall out of the general revenue
of the province of Alberta forthwith pay to the bank an amount equivalent
to the loss provided that any profit shall be payable to make good such loss.

Q. That does not equal the double liability of the shareholders of an
ordinary bank.—A. It may exceed the double liability of an ordinary bank.

By Mr. Slaght:

Q. It might be different though if he sets up immunity from the right
to sue him—A. I can assure you of this, it would certainly be poor policy
for any corporation or any institution setting up a bank to anticipate, we will
say, refusing to make good their capital losses, because we all know they would
not remain very long in business and certainly the future of the business is
their first interest.

Q. Would it be any worse to repudiate the capital obligations of chartered
banks of the kind I indicated than to repudiate the obligations of your province
on bonds sold? I do not see any distinction between the two, perhaps you

could show me—A. That would be quite true if we had repudiated, Mr.
Chairman; but that is an unfair implication. The Province of Alberta has
not repudiated anything.

Mr. TaorsoN: It has not paid.
The Wirness: It has not paid, it is quite true.

By Mr. Slaght:

Q. And it has set up the barrier of immunity from suit in protection of its
refusal to pay, if I understand correctly.—A. That is not right either, because
we have granted a fiat to several suits; and plenty of indication of that is
shown in the events of the past few months.

; Q.t Has anybody got his money through suit?—A. They have not gone that
ar yet.

66322
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By Mr. Cleaver:

Q. You are the treasurer of the province sir; perhaps you could just tell
us briefly the standing of Alberta in regard to non-payment of bonds; and
are there any reasons, good reasons, why you have not paid your obligations?
A. Yes, I can make that very clear, Mr. Chairman. We have defaulted, it 18
quite true, in the payment of principal on a number of maturities. _
Q. Could you give us the approximate value of those securities?—A. I can
give you the amounts exactly: a total of $14,855,200, as at February 15, 1940;
that is the date of the latest maturity. |

Q. That is principal>—A. That is principal, of which $1,457,100 is held by
the provincial sinking funds leaving an amount of $13,398,100 held by the
public.

Q. What about the interest?>—A. Just let me deal first with the principal:
These amounts remain unpaid for the simple reason that the Bank of Canada
completely refused the application of the Province of Alberta for assistance
in meeting its maturities. They were importuned on several occasions at the
time the first maturities had to go by default, for assistance to meet these
and they flatly refused. |

Q. What terms did the Bank of Canada impose as a condition precedent
to granting assistance, and why were they turned down?—A. The Bank of
Canada did not place any condition. They simply came into Alberta at our
request and made their report on the financial condition of the province of
Alberta and recommended that no help be given. 1

Q. I am only speaking from memory, but my recollection is that the®
province of Alberta declined to co-operate with the Dominion.—A. Well, that
is different. Keep in mind that we are dealing with the Bank of Canada. We
asked the Bank of Canada to assist us to meet these maturities, not the
federal treasury, at the time, though the federal treasury was asked for
assistance in the same manner. I am dealing now with the Bank of Canada.

Q. All right—A. The Bank of Canada was set up with one of its primary
purposes being to assist the Dominion of Canada in its financing, and the
provinces of the Dominion of Canada in financing their obligations; and the¥
failed miserably in meeting that purpose. :

Q. You say, Mr. Low, the Bank of Canada declined to give you theif
assistance and gave no reason?—A. They did give reasons subsequently, a8
embodied in the report on the financial position of the province of Albert®
in 1937. k

Q. Roughly, what were the reasons?—A. I could sum up very quickly from
the report itself at page 42: “We can only deal with the situation as it is, not 88
it might have been in other circumstances. We find that Alberta‘can maintai®
its governmental services on as favourable a basis as is maintained b¥
Saskatchewan without receiving additional assistance, we therefore see no bast®
for recommending that temporary financial aid should be extended by the
Dominion Government”.

Q. Yes. Well then, in plain English that means, you could pay if yot
wanted to.—A. That was their opinion, but I must take objection to that, They
did not report on our ability to pay our maturities, they were reporting on o
ability to maintain our governmental services.

Q. Well, then, on your ability to pay—I am reading from appendix 4 0
the Sirois report at page 55—comparing Alberta with Saskatchewan, Saskat”
chewan’s gross national income in the half year, for the period covered by the
report, was $452,000,000 odd and that dropped to a low in 1933 of $125,000,000:
In other words there was a reduction in income of down to 27-7 per cent. Thos®

Al

were the figures for Saskatchewan. Now, I come to Alberta. Alberta incom®
in 1928 — 3

[Hon. Solon E. Low.]

i
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The CuaRMAN: Are you speaking of national income?

Mr. Creaver: National income. —was $381,000,000, and that dropped. in
1933, the same year as I gave for Saskatchewan, to $158,000,000 odd; a reduction
of only 41-7 per cent. Now, obviously in their national income, taking a par
-of 100 in 1928 when the Alberta income dropped from 100 down to 41-7, does
that not bear out the finding of the Bank of Canada, that you could pay if you
wanted to? ;

The WirnEss: No, it does not; because you also have to consider the amount
that Saskatchewan received in assistance from the federal government.

By Mr. Cleaver:

Q. Yes, I understand Saskatchewan complied with the requests and the
requirements of the treasury here, plus the Bank of Canada, and received
assistance consequently.—A. Not complied, sir, because the suggestion of the
loan council was not carried into effect, and it is very doubtful if it would have
been even had Alberta acceded to the suggestions.

Q. What is your opinion as to why Saskatchewan is able to meet its

maturities and you are not able to?—A. That is what I have been trying to find
out now for three or four years.

By Mr. Thorson:

Q. The Bank of Canada found that there should be assistance in
Saskatchewan?—A. Yes.

Q. And found that in the case of Alberta that Alberta should not require
assistance.—A. That was interim assistance, that had nothing whatever to do
with the maturities.

Q. No. Now, are you suggesting that the Bank of Canada would make a
report regarding Alberta on a different basis from the report which they made
with regard to Saskatchewan, with different motives in mind?—A. No, I think
perhaps there are two things which must be kept separate. Each of the
provinces, Saskatchewan, Manitoba and Alberta, did make requests of the
Bank of Canada. In the first place they made requests for interim assistance
until such time as the Sirois royal commission report was issued and
implemented. That was to help them carry on their existing services. Secondly,
they made application for assistance in meeting their maturities. The report
that I mentioned had to do with the requests for interim assistance, but other
requests were made by Alberta, Saskatchewan, Manitoba, and British Columbia,
that T know of, for assistance in meeting maturities. Alberta did not get
%sslist?a-nce and the other provinces did. That is what T am trying to find out.
1y ?

By Mr. Cleaver:

Q. Would you tell us why?—A. I have never been able to find out why.

Q. Then is it true that the treasury board here asked for certain require-
ments to be complied with by both of the provinces asking for assistance, and
as to Saskatchewan the requirements were complied with and as to Alberta
they were not complied with?—A. Well, they were different requests; different
requests.

Q. Did Alberta co-operate?—A. Alberta refused to agree to the loan council
idea, surely.

By Mr. Kinley:

Q. Mr. Low, did not your government aggravate the situation by making
1t almost impossible for private banks to do business in Alberta?—A. No.
Q. Did you not try to tax them out of existence?—A. No, sir.
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Q. The Privy Council say so and the courts of Alberta say so—A. T humbly
beg to deny even what the Privy Couneil said, if that is their statement, because
we did not anticipate taxing them out of existence.

Q. The following are extracts from the judgment of the Privy Council
indicating their view as well as the view of the judges of the Supreme Court
of Canada that the Alberta government has the clear intention of forcing the
chartered banks out of the province of Alberta:—

It does not seem to be necessary to set out the undisputed tables
of figures showing the particulars of this gigantic increase in the taxation
of banks within the province. Their lordships do not disagree with the
chief justice and Davis J. that the facts are sufficient “to show that such
a rate of taxation must be prohibitive in fact and must be known to the
Alberta legislature to be prohibitive”.

Their lordships agree with the opinion expressed by Kerwin J. (con-
curred-in by Crocket J.) that there is no escape from the conclusion that,
instead of being in any true sense taxation in order to the raising of
a revenue for provincial purposes, the bill No. 1 (an Act respecting the
Taxation of Banks) is merely “part of a legislative plan to prevent the
operation within the province of those banking institutions which have
been called into existence and given the necessary powers to conduct

their business by the only proper authority, the parliament of Canada.” -

This is a sufficient ground for holding that the bill is ultra vires.
Those are extracts from the judgment of the Privy Council which show that
you did try to tax private banks out of existence in the province of Alberta.—
A. Mr. Chairman, that is their opinion clearly in that judgment, but the pre-
amble to the Act that was put through the legislature at the time of placing
upon the banks that extra taxation shows that it was for the purpose of raising
revenue. We needed that revenue badly and we were trying to get it.

By Mr. Thorson:

. Q. The preamble was a pretence—A. That, of course, Mr.‘Chairman,“ is
his opinion. .
Q. The Privy Council adjudicated that it was a pretence.
Mr. SuagrT: A mere cloak of virtue, it said.

The Wrrness: All T can say, still, Mr. Chairman, is that it was no
pretence; that we were serious and sincere in attempting to obtain revenue.

Mr. Kintey: May I read this to the committee:—

_ The Credit of Alberta Regulation Act, 1937, was passed by the
legislative assembly, but because it constituted a re-enactment in principle
of the disallowed chapter 1 of 1937, second session, the Lieutenant
Governor referred it for the signification of the pleasure of the Governor
General. At the third session the Bank Taxation Act was passed by the
legislative assembly and was likewise referred to the Lieutenant Governor.

The bill provided for additional taxation of the banks which would
have required them to pay to.the province of Alberta about $2,000,000
In addition to approximately $210,000 already payable under the Cor-
porations Tax Act.

These two bills were referred by the Dominion government to the
Sup_rujme Court of Canada for its opinion upon their constitutional
validity. The court decided that both bills were invalid. Subsequently

it came to the judicial committee of the Privy Council, and the bill

providing for the taxation of banks was held ulfra vires.

Now, Mr. Chairman, it seems to me that there was a determined effort t0
[Hon. Solon E. Low.]
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destroy the banking system of Canada within Alberta, and that their powers
of taxation were used, and that they did aggravate the situation by reason of
this action.

Mr. Brackmore: Mr. Chairman, may I raise one question? I believe a
moment ago we started to discuss the question of whether or not Alberta could
pay. By what peculiar devious line of reasoning have we got on this particular
subject?

Mr. KinLey: My suggestion was—

Mr. Buackmore: Please allow me to finish.

Mr. KiNLEY: Yes.

Mr. Brackmore: We are now talking about Alberta attempting to tax the
banks out of existence. If I reason logically then Alberta’s attempt to raise
additional revenue from the banks was a definite attempt to raise extra money
80 that it could carry on, and was evidence that Alberta did not have sufficient
funds with which to carry on as she was deriving them from existing sources
of revenue.

Mr. Cueaver: Yes, but did she impose equivalent taxation on other types
of business in the province?

Mr. Brackmore: This is the point at which we need to be perfectly calm.
These are interesting matters, and the Alberta representative is ready to go right
to the mat and to the furthest possible ramifications of every little detail. These
are vital matters, and we do not want to rush them at all. My reason for
rising, Mr. Chairman, is that we are violating the unity and logicality of our
procedure by switching from the question of Alberta’s ability to pay to the
question of whether or not Alberta was trying to tax the banks out of existence.
It seems to me we should pursue our discussion of whether or not Alberta was
able to pay, then at a later time, either in this session or at a succeeding one,
brosecute our investigation into the latter question which is a very interesting
qqelstion and which I think you will find Mr. Low perfectly capable of dealing
With.

While T am on my feet, Mr. Chairman, may I offer one observation. All

onourable members of this committee will realize the encyclopaedic knowledge
and mastery of detail which a man like Mr. Low must possess to stand up here
and answer every kind of question flashed from every possible angle. Every-
body must realize that to expect him to answer every one of these questions down
to the minutest detail is not being as fair as the committee ordinarily aims to
be. Consequently, if we are going to discuss the matter which- Mr. Kinley
raised, it seems to me it would be only fair to give Mr. Low a day’s notice so
that he could be ready and the members of the committee could be ready; then
We could discuss the matter without having general statements.
My suggestion is that we should go back to the question of Alberta’s
ability to pay.

Mr. Kinrey: If he wants time for Mr. Low to answer in regard to the

Undue taxation of banks we could consider it at another session.

. Mr. TrorsoN: I should like to suggest that Mr. MacTavish be allowed to
finish his presentation. We interrupted him in the course of his presentation,

?nd l(‘io might be desirable to have the whole of his presentation on this day’s
ecord,

Mr. CassgLman: Mr. Chairman, before you finish with this question of
Al‘bqrta’s inability to pay, I think this is a matter that we may want to look into.
think Mr. Low should tell this committee the difference between the amount
oL revenue derived by the province of Alberta in the last complete year of the
Previous government as compared with the first complete year of this govern-
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ment. He can probably give us those figures, but, if not, I should like to have
them on the record. They are very pertinent to the question of Alberta’s ability
to pay.

The Wirness: Very well, I can give you those right now. The revenue
for the year ended March 31, 1936, the last complete year of the previous
administration—

Mr. CasseLman: No.

The WiTnNEss: Yes.

By Mr. Casselman:
Q. You were elected in the fall of 1935—A. The honourable gentleman
knows full well that we could not hold a session and that the budget was
passed and had to be carried out by this government.

The Crarman: What year do you want, Mr. Casselman?

Mr. CasseLman: The years ending March 31, 1935, March 31, 1936 and
March 31, 1937.

The Wrirngss: I can give that, Mr. Chairman, right off without having
to look up any figures at all. In the year ended March 31, 1936, the total revenue
of the province was around $30,000,000. In the year ended March 31, 1937, the
first full year of our administration, the first year over which we had any
control over budgetary matters, it was approximately $25,000,000.

Mr. StagaT: If Mr. Low is coming back, may I ask him to equip him-
self to furnish in addition to the principal of $13,000,000 net defaulted to other
creditors, the amount of interest defaulted.

The Wirness: Yes.

Mr. ScacHT: And to tell us some details of the law suits which are now
under way by creditors to compel payment of the default and the plight of those
law suits and the courts they were in.

Mr. Doxnerny: I should like to have your revenue for 1935 right down
to 1939.

The Wirness: Yes; I could give you that in just a few minutes.

Mr. DoxnenLy: I would like to have those revenues. We want to see your
ability to pay.

Mr. Buackmore: May I suggest at this time that we proceed now, as was
suggested, with Mr, MacTavish’s report, and that we bear in mind that probably
the first thing to-morrow we will discuss the question of Alberta’s ability to pay.
We will stay right with that question until the committee is satisfied on the
matter, until they see both Alberta’s standpoint as well as the standpoint of the
other people, or the Social Credit standpoint as well as the standpoint of the
other people; then that we proceed to a discussion of whether or not Alberta tried
to tax the banks out of existence, the Privy Council to be contrary notwith-
standing.

The CuamrMAN: Mr. MacTavish.

Mr. MacTavisu: I shall be very short, gentlemen. I have just dealt with
the group of sections from 35 to 50, under the heading “Shares and Calls,” and
if t}.lere.ls no pther question I shall proceed. You will notice the next excepted
section is section 52. Section 52 deals with the rights and liabilities of persons
holding stock as executors, administrators, et cetera.

Mr. SuaguT: Before you leave that grou i

> : p may I say 45 provides the wa
for a creditor to sell shares under execution. 2 7 7 !

Mr. MacTavisa: Yes,

Mr. Stagut: Why are you taking that right i ?
[Hon."Solon E. Low.] ’ S Amas b Tepeshing dhd
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Mr. MacTavisa: Because there are no shares in the ordinary sense, sir,
in the hands of shareholders.

Mr. SvagHT: But they are in the hands of the province of Alberta who
control the bank. If you seize and sell them then you have got the bank if you
buy them in.

Mr. MacTavisa: Exeept this, sir—I may be wrong. Is not this the situa-
tion? You have one shareholder, which is the province represented by the
executive council.

Mr. SvacuT: Sitting there holding all the shares of the bank.
Mr. MacTavisH: Yes.

Mr. SuacgaT: You are not going to permit the sheriff to seize them at the
instance of a creditor. Why not?

Mr. MacTavisH: Well I see no objection to it, Mr. Slaght. As I say, Mr.
Crawley and the Hon. Mr. Maynard and myself in discussing it felt that we had
provided the fullest rights to the creditors in these two amended sections. But
as I say, it is perfectly clear to me that the intention was to provide every
possible right to the creditor and I see no objection to that.

Mr. SacuT: As I listened to that, it did not at all purport to give the right
that you are taking away when you take away 45. That is the right of seizure
of shares by the sheriff at the instance of creditor execution.

Mr. MacTavisa: I quite agree with you, sir. It does not do it in that way.
I submit though that the effect of the two new sections, 9a and 9b, is as follows:
9a provides for loss of paid up eapital, and that must be repaid out of revenue
of the province. 9b provides the right of suit against the bank. Capital of
the bank must be repaid continually out of the funds of the province, and the
bank can be sued. It would seem to me that unless the assets of the province
of Alberta fail the bank can never be, as we say, judgment proof or execution
proof. i

Mr. Tuaorson: I come back to my point. You have not provided the
creditor of the bank with any right of action against the one shareholder, the
province.

Mr. MacTavisH: I agree, sir, to that. We have provided—

Mr. TrorsoN: Why should not you provide that right?

Mr. MacTavisH: I see no objection to it, quite frankly.

Mr. Bercovitcu: If there is no provision in the-act, would not the general
law apply on the assets of the bank the same as on the assets of any other
mndividual or corporation?

~ Mr. Trorsox: No. The point is, the creditor can sue the bank and can
seize the assets of the bank; but the section that Mr. Slaght refers to was the
right to go further and sell the shares of the shareholder. Now the shareholder
18 the provinee; and you have imposed an obligation on the province to make
good a certain capital loss. If the province does not do that it might conceivably
brmg_ about this situation. The creditor would have the right against the
province of compelling it to perform its obligation, which you place upon it
under this statute, and get a judgment and then seize the assets of the province,
Which in this case would be partly shares that the province owns in that bank.

Mr. MacTavisu: As I take it, section 45 implements the double liability.

Mr. Creaver: Noj; I think section 45 has to do with creditors, not share-
hOlders, entirely apart from the bank. Now, there may be creditors right now

Who have an unsatisfied judgment against the province of Alberta.

Mr. Macoonawp (Halifazx): If T may say one word, I would say this: we
are talking about parliament here giving the creditor of the bank the right to
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sue the province. We are wasting time, I suggest, in trying to provide for such
an action in this bill. We may just as well realize at once that there would be
no such right given to the creditor of a bank. We have to accept that.

Mr. Taorson: I quite appreciate that; but it seems to me that some such
right should follow, with the imposition of the obligation. You put in the
imposition of the obligation and the enforcement of the obligation and I am
questioning their value in the bill and also the propriety of this dominion
seeking to impose upon the province the obligation and the corollary remedy.
Now, can the dominion do that? I think Mr., Macdonald has asked a pertinent
question. Can the dominion impose that obligation upon the province?

Mr. Brackmore: I think that probably it would be a good thing for the
committee to bear this in mind: that the success or failure of a provincial bank
in Alberta is going to depend on whether or not the provineial bank can establish
in the minds of Alberta confidence in the bank; and if it does not establish
confidence in the bank it will fail, :

It seems to me that this same desire on the part of the people managing
the bank to establish such confidence and to maintain it will be the most
powerful check against unwise management.

Mr. Tuorson: Yes, but if the confidence does not follow and the bank
fails. Assume that possibility—it is a possibility. And that is the purpose of
the amendment suggested in 9(a).

Mr. SvaguT: I may say that is what is troubling me also. Assuming it
depends on what you say it does, and it is operated with the utmost good faith
but a terrific failure results. We are concerned particularly with the right the
creditors have. The bank has failed and there is an empty egg shell for them.
FEither that or they are dependent entirely upon the integrity of the province
to come forward with the taxpayers money and fill the empty pail of the bank.
And if it depends on the integrity of the province it seenis to me quite pertinent
to go to the bottom of a province which as Mr. Low puts it is not paying, and
as I put it refusing to pay by fighting lawsuits in the courts which are taken to
make them pay their bonded obligations. That is my trouble at the moment.

Mr. Brackmore: I would say, Mr. Chairman, before Mr. MacTavish goes
on, that there is another whole aspect of the question which the committee will
undoubtedly probe into by and by. That aspect is as to the integrity of the
present administration in Alberta, as to whether or not they have been honourable
with respect to the commitments which they themselves have made. It must be
granted that all of these maturities upon which they are now in default are
maturities which were committed for by previous administrations.

Mr. Trorson: But they are maturities of the province of Alberta.
Mr. Buackmore: That is true. But they are maturities which, if we find

the right kind of information in our investigation in the next few days, will be
shown to have been rendered impossible of honouring by a set of circumstances
over which the present administration in Alberta had no kind of control, or at
~ least no adequate control. If it can be shown that the province of Alberta or
the administration at the present time has honoured all its commitments and
has shown wisdom, judgment and restraint in all its financial dealings thus far,
then it would go far to allay anxiety in our minds as to whether it would be
safe to give it authority to make greater commitments.

The Crammax: Suppose we allow Mr, MacTavish to finish his statement.

Mr. MacTavisa: Mr. Chairman and gentlemen, as the legal members of the
committee will appreciate, we were quite conscious of the difficulties which
Mr. Thorson has raised when I had this conference with Mr. Frawley of Alberta
and Hon. Mr. Maynard. I am glad Mr. Slaght used the analogy of the empty

pail, because it so happens that in our previous discussion in mv office I was
[Hon. Solon E. Low.] "
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using the analogy of the empty basket. What we endeavoured to do in those
amendments was to provide that there would always be, so to speak, a full
basket. In other words, we would put it this way, that the provincial treasurer,
when the basket becomes empty—that is, when the capital is lost—shall provide
out of the revenues something to put in the basket; then the basket shall be
given back to the creditors by section 9(b), because the bank can be sued in
the same way as a chartered bank. I fully appreciate Mr. Thorson’s point.

it Mr. Trorson: How are you going to make the province keep the basket
ull?

Mr. MacTavisa: What Mr. Thorson has in mind is the sanctions on the
provineial treasurer who is directed to fill the basket. There may be a con-
stitutional difficulty, and the best that I can say at the moment is that I
am fully prepared to endeavour to work that out in any wording that is
appropriate, because there is no doubt in my mind that the spirit of my instrue-
tions was to remove any obstacle of that sort, so that those assets could be made
available and would back the bank in every possible way. I think that is all
I can usefully say on that point at this moment, because, frankly, I am unable
to see at this moment just exactly how that can be worded to do what you
want, Mr. Thorson, and what I believe the representatives of the province
desire also.

Mr. MacpoNaLp (Halifax): Is the province borrowing money from the
bank to-day?

The Wirngss: No, Mr. Chairman.

Mr. Trorson: There are just a few remaining sections, I believe.

Mr. MacTavisa: There are just four remaining sections that are excepted,
and I can deal with them in a very few moments. The next one, as you will
note, is section 52, and it deals with certain reports to be made by the directors
to the shareholders. I beg your pardon. I have already dealt with section 52.
That is as to the rights and liabilities of persons holding stock in the capacity
of executor, etc., and T suggest that they are not relevant. Then section 54
deals with reports to be made by the directors to the shareholders, and it
would appear that those are irrelevant as well, because the personality of the
director is the same personality as the shareholder. The next excepted section
is section 130, which deals with the liability of certain shareholders in case
of suspension by the bank, and it is submitted and suggested that this section
is also irrelevant. -

Mr. Trorson: That is where they have transferred their stock.

Mr. MacTavisu: It arises out of cancellation of subseriptions; and as
there are no subseriptions in the ordinary sense of the word, it seems irrelevant.
Section 135 provides certain penalties, I think, or creates an' offence with
respect to sales and transfers; and that also, it has been suggested, gentlemen,
18 irrelevant. I have now covered all the exceptions.

Mr. Bercovircu: I do not know why 135 should be, really, Mr. MacTavish.

Mr. MacTavisu: I will read 135. It is as follows:—

135. Any person, whether principal, broker or agent, who wilfully
sells or transfers or attempts to sell or transfer

(¢) any share or shares, without the assent to such sale of the
registered owner thereof
s guilty of an offence against this Act.

The bank shares, as you know, Mr. Bercoviteh, are not negotiable in the
ordinary way. They are what we call book shares and are not transferable;
and this one share or whatever shares there will be, will be book shares. As
they are in the custody of the one person, in the province, it has been assumed
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that they would not be sold. But I think I can safely say that, if it is the
will of the committee, we are prepared to have section 135 apply.

Mr. THorsoN: You mean apply to the treasurer.
Mr. BercoviTcH: It is a reasonable assumption.
Mr. MacTavisu: That is all T have to say, Mr. Chairman.

Mr. Ross (Calgary East): I have a question or two before we adjourn,
Mr. Chairman.

The CrmamrMAN: All right, Mr. Ross.

Mr. Ross (Calgary East): I understand Mr. Low to say that the prov-
ince has not repudiated any interest.

The Wirxess: No, Mr. Chairman. I said this, that the province has not
repudiated anything.

Mr. Taorson: Has defaulted.

By Mr. Ross (Calgary East):

, Q. Do you say it has not repudiated interest?—A. I still maintain, Mr.
Chairman, that the province of Alberta has not repudiated anything.

Q. Then what has happened with regard to interest on bonds? If I cut
coupons from bonds to the extent of $100 and present them for cash, can T get
$100 cash for them?—A. No.

Q. No. What can I get?—A. Approximately 50 per cent.

Q. Yes, $50. Then I have to surrender those coupons before I get that
50 per cent?—A. Yes.

Q. Yes; and there is no chance of ever collecting the balance, is there?—
A. That is a question.

Q. That is a question of law?-—A. That is a question.

Q. As far as your government is concerned, it refuses to pay the balance.
Is that right?—A. We cannot pay the balance.

Q. Why not?—A. We have not the money.

Q. You have not got the money?—A. No.

Q. So that you do not eall that repudiation?—A. No.

Q. No. You just call it default, I suppose?—A. Call it what you like; it
certainly is not repudiation.

Q. Very well—A. If a man pays all that he can pay, then that is
certainly not repudiation.

Q. Is there any form of receipt given for those coupons so that a holder
of coupons ecan come along in the future and collect the balance?—A. In a
large number of cases the holders of the coupons, when they send them in to
be cashed, also send along a statement in which they say this—the acceptance
of payment—in no way will prevent them from obtaining any benefits that
might be obtained by law or otherwise in the future.

Q. Does the province give any assurance such as that?—A. No, the
%(:/fig%ce merely pays the amount stipulated under the terms of order-in-council

Q. So that that is what you mean when you say that the province does
not repudiate, it is just dealing with it in-that way?—A. 1 am simply maintain-
ing that the province is doing all that it can do.

Mr. Bercovircr: What is the gist of the order-in-council?

By Mr. Cleaver:

Q¥ wonder if that order-in-couneil, No. 734/36 can be put on the minutes.
—A. I am quite sure copies of it would be here in the department.

Q. You could place it before the committee, could you not?—A. T will see
that a copy of it is obtained.
[Hon. Solon E. Low.]
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By Mr. Ross:

Q. Before he left Mr. Slaght suggested that you bring certain figures before
the committee at the next meeting; perhaps you could give figures showing
the amount of interest that has been defaulted in this way?—A. Yes, I will give
the exact amounts at the next meeting.

Q. Well then, the next question I want to ask you is this: Can you bring
to that meeting also the number of fiats that have been applied for and the
number that have been granted? You say that no fiats have been refused; I
want the number of fiats that have been applied for and not granted, not
refused, but merely not granted—just that you neglected to issue—A. Fiats
applied for—would you clarify that, Mr. Ross? In connection, you mean, with
debt?

Q. In connection with debt, yes—A. The number of fiats applied for and
refused.

Q. No, no; you say none were refused, “not granted.”—A. “Not granted”?

Q. Yes—A. I believe, Mr. Chairman, that I am safe in saying that there
has never been a request yet for a fiat in connection with the action of the
government in cutting the interest rate or in not being able to pay all the
principal sums, that has not been granted. I believe that I am quite safe in
saying that there has never been an application yet, but I will make definitely
sure on all applications for fiats and bring them here.

By Mr. Thorson:

Q. Are there any outstanding judgments that have not been paid?—A. Not
against the province, I believe; there are some against the Lethbridge Northern
Irrigation District.

Q. But those bonds were guaranteed by the province, were they not?—
A. Yes, but the actions have been taken against the Lethbridge Northern Irriga-
tion District and not against the province.

By Mr. Cleaver:

Q. Have there been no applications for fiats?—A. No application has been
made asking for a fiat in that connection.

Mr. Jaques: Mr. Chairman, might I make a correction on page 197 We
were discussing “Mr. Sousa.” Mr. Factor said, “tell us who he is?” T said,
“Sousa’s band.” I note that the record says, “Sousa’s bank.”

Mr. THorsoN: It was really Sousa’s bank.

Mr. Jaques: The record here is “Sousa’s bank.” That was too trivial
to mention until Mr. Ross’ statement that according to Mr. Davidson of Calgary
Mr. Sousa had been introduced to the government as a banker. The only Sousa
1t}{l}at I ever heard of is Sousa the bandmaster, and that is what made me say

at. :

_ The CuamrMaN: Gentlemen, just a minute, please. It is suggested that

in the first hour of the meeting tomorrow morning that we take up the Pool

nsurance matter, and then from 12 o’clock to 1 o’clock ‘we take up this matter.
e are now unfortunately in the position of having two balls—

Mr. CLEAVER: —in the air.

_ The CHAIRMAN: —in the air at one time. I do not really know how to
dispose of it. I would have thought it would have been better probably to dis-
pose of the whole insurance matter tomorrow morning. At the same time we
do not want to delay Mr. Low. I do not know just what can be done.
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P The WmmS' 2 mxght say, Mr. Chan-man, that the people from Sas-
- katehewan who are promoting the Pool Insurance Bill came to me before this
~ committee opened to-day and asked if they could have the first hour in order
--‘to facihtate their work, and I agreed, if it was all right with the committee.
The CHAIRMAN: We will give them the first hour anyway.

~ The committee adjourned at 5.55 o’clock p.m. to meet again Thursday,
'.July 18 1940, at 11 o’clock a.m.










SESSION 1940
HOUSE OF COMMONS

STANDING COMMITTEE

ON

BANKING AND COMMERCE

MINUTES OF PROCEEDINGS AND EVIDENCE

Respecting

The Subject-matter of Bill No. 26, An Act to Incorporate
The Alberta Provincial Bank

No. 3

THURSDAY, JULY 18, 1940

WITNESS:

Hon. Solon E. Low, Provincial Treasurer, Province of Alberta.

OTTAWA
J. O. PATENAUDE, 18S.0.
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY
1940






MINUTES OF PROCEEDINGS

TaurspAY, July 18, 1940.

The Standing Committee on Banking and Commerce met at 11 o’clock
a.m., the Chairman, Mr. Moore presiding.

Members present: Messrs. Blackmore, Bercovitch, Blair, Casselman
(Edmonton East), Cleaver, Donnelly, Eudes, Fontaine, Fraser (Northumber-
land), Fraser (Peterborough West), Graham, Hill, Jackman, Jaques, Kinley,
Laflamme, Lapointe (Lotbiniére), Macdonald (Halifax), MeNevin, Marier,
Maybank, Mayhew, Moore, Perley, Slaght, Thorson, Tucker, Ross (Calgary

ast).

At 12.20 p.m., the Committee adjourned its consideration of other business
and resumed discussion on the subject-matter of Bill No. 26, An Act to incor-
Porate The Alberta Provincial Bank.

In attendance: Hon. Solon E. Low, Provincial Treasurer, Province of
Alberta, Mr. D. K. MacTavish, Counsel for the Government of Alberta, and
r. F. P. Varcoe, Counsel, Department of Justice.

Mr. Low made a general statement on Alberta’s ability to pay its con-
tractual obligations, and was examined thereon. He filed a copy of Order
In Council No. 734, passed by the Government of Alberta, and dated May 30,
1936, which appears in the minutes of evidence of this day’s proceedings.

At 1.05 p.m. the Committee adjourned until to-morrow, Friday, July 19,
at 11 o’clock a.m.

R. ARSENAULT,
v Clerk of the Commuttee.
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MINUTES OF EVIDENCE

House or ComMmons, Room 268,
July 18, 1940.

The Standing Committee on Banking and Commerce met at 12.20 a.m.
The Chairman, Mr. W. H. Moore, presided.

Appearances:
D. K. MacTavish, K.C., appeared as counsel for the province of Alberta.
Hon. Mr. Solon Low, Provincial Treasurer, province of Alberta, recalled.

The CuamrmAn: Mr. Blackmore, you may continue.

Mr. Brackmore: Mr. Chairman—

Mr. Tuorson: We are going to deal with Alberta’s ability to pay. I
would suggest, with all due deference to Mr. Blackmore, that we might rather
ear the treasurer of the province on that subject.

The Cmamrman: I think we are to hear from Mr. Low.

Mr. Brackmore: Mr. Chairman, as sponsor of the bill surely I can be
allowed thirty seconds to introduce the speaker. .

The CuamMan: We will give you a minute.

Mr. Brackmore: I do not need that. 1 would have been finished if the
honourable member had not interrupted me. We have raised now about
Seven or eight problems, each of which must be dealt with; but this one, the
ability of Alberta to pay, was decided upon as the one we would discuss to-day.

embers who were not in the committee yesterday will therefore understand
that Mr. Low is proceeding with the question of Alberta’s ability to pay.

The Wirngss: Mr. Chairman and gentlemen, I am going to try to wind
his up just as quickly as I can; but you will understand that it is impossible
to have a thorough understanding of such a problem unless there is a definite
and specific attempt to review the whole case from the time the province was
formed. But I promise you that I will be very brief with that review and
get right down to the actual time of the default, and so on, so that we can
make the major part of our consideration here this morning the ability of
Alberta to pay its contractual obligations. Pl .

As you are doubtless aware, Mr. Chairman, it is impossible for any group
of men to judge the action of any other man or of any government without
nowing the full circumstances. I am sure that you want to know, as a
Tesponsible committee, determined to discharge your responsibilities in the
Manner in which you have been asked to discharge them and in the manner
In which you want to discharge them, the whole case; and I am going to attempt
to set out for you the peculiar set of ecircumstances that existed when the
Aberhart government was elected in 1935, and show you In the light of those
Circumstances why the actions were taken and what the effects of those actions
ave been' 309 - . .

There was, Mr. Chairman, a most unusual set of conditions obtaining in
1935 when the present Alberta government came into office. They were pressed
Into office by the people, and they were given a definite responsibility to assist
I bettering the conditions of those people, and they went at their task in
Just as sincere and just as honest a manner as this committee goes at its task.

When we came into office in 1935 we found that the debts of the province

had been increased to approximately $150,000,000.
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By Mr. Maybank:

Q. Is that the public debt?—A. That is the net funded and unfunded
debt of the province.

Q. What about the public?>—A. The net bonded and unbonded debt of
the government of the province of Alberta was approximately $150,000,000.
The carrying charges—

The CrarrMAN: What was your population then?

The WirNess: We had about 778,000 people at that time. The carrying
charges on this amount of debt was approximately 50 per cent of the total
revenues of the province at that date.

Mr. Brar: How much?

The Wrrness: Approximately 50 per cent. As a matter of fact a little
later on I shall present the order in council which was supplied to me through
the kindness of Mr. Johnson of the Finance Department which sets out the
actual figure at 47 per cent. The approximate amount in round figures
required to finance the debt each year was $8,000,000.

Back in the early days of Alberta, in the period of the first administra-
tion, from 1905 to 1922, a new policy, a new venture was instituted by the
then government, which is commented upon by the Bank of Canada in their
report of 1937 on the financial position of the province of Alberta. I just want
to draw your attention to that because it had a tremendous bearing upon
the action taken by the government of Alberta in 1936. I refer you to page 9
of the report of the Bank of Canada. I quote: “A particularly vulnerable
feature of the Alberta debt should be mentioned. In 1917 Alberta intitiated
the policy of selling savings certificates which were payable on demand,
originally sold to yield 5 per cent compound interest, and altered in 1921 to
5 per cent simple interest, and with administration costs of less than one-
fifth of one per cent, they provided funds at a somewhat lower rate than was
then available in the bond market, a comparison of rates which took no account
of the fact that the certificates constituted demand liabilities. No reserve
was set up to meet any sudden demand for redemption.” And that was the
vulnerable part. “As the sales were vigorously pushed, and the total outstand-
ing grew to a total of $4,500,000 in 1922, a sudden threat to the cash position
and solvency of the province existed. A further weakness lay in the inadequate
sinking fund provision of one-half of one per cent.

“In 1922” (that is at the end of the Liberal administration), “the total
sinking fund did not even equal the accumulated bond discount account for
the amortization of which no provision was being made.” In subsequent
years, Mr. Chairman, no provision was made for reserve to meet any sudden
demand for withdrawal of these savings certificates and the amount sold
grew until there were over $12,000,000 outstanding.

By 1934 Alberta had gone off the money market of the world. In the

spring of 1934 I understand some public works bonds were offered in the

world market and because of certain conditions then obtaining, in part,
perhaps, due to the pyramiding debt of the province, the money market did
not easily and quickly pick these bonds up and they were withdrawn before
the full issue was sold.

By the fall of 1934 information began to become general among the public
that there were no reserves to meet any unusual demand upon the savings
certificates deposits of the people, and as a result late in the fall of 1934 there
developed a run on the treasury for the redemption of savings certificates.

Something like $2,000,000 of demands were paid by mid-summer of 1935.
[Hon. Solon E. Low.]
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By Mr. Thorson:

Q. Was there any particular cause for the run? Was there any feeling
of alarm?—A. Yes. The feeling of alarm, so far as I can ascertain, was from
the fact that information began to become general among the public that there
Wwas no reserve to meet the demands for withdrawal, and that all of the savings
certificate funds had been diverted to the uses of the government. That was
the general cause.

Q. What was the date of the run?—A. The run began in the fall of 1934;
and between that time and mid-summer of 1935 something like $2,000,000
were redeemed. By that time the cash position of the province was completely
null and void; I mean to say that there was no cash balance at the end of
that time. All of their cash had been depleted, and there was an overdraft
at the bank of something like $5,700,000.

By Mr. Blair:

Q. That is in 1934?—A. That was by the summer of 1935; just prior
to the election of August, 1935. So great was that run, and so disastrous was
its effect upon the cash position of the province, that on July 28 the govern-
ment of the day suspended the payment of savings certificates, which created
a rather serious situation. At that time there was outstanding about $10,000,000
of certificates.

By Mr. Tucker:

Q. What date did you give there? I did not just get it.—A. July 28, 1935.

Q. That would be in the time of the administration previous to yours?—
A. Yes, the U.F.A. administration. At that time there were something just
over $10,000,000 of outstanding savings certificates. That was one of the great
problems which the Aberhart government had to deal with immediately that
it assumed office after the election of August, 1935. They took office and were
sworn in on September 3, 1935. Exactly what the Bank of Canada report had
said would happen, did happen. That is, the savings certificates, together with
the fact that there was no adequate reserve set up, became the vulnerable
feature in the finances of Alberta and depleted the cash and left the treasury
absolutely empty. .

When the Aberhart government came into power, then, the treasury was
empty. We had certain payments to be -mac!e which we could not make without
coming to the dominion government for assistance. As a matter of fact, there

. Were certain salaries of civil servants due. There were nearly $1,000,000 of

salary payments due to the civil servants, and payments due for goods that had
been committed for. We had to meet that by coming to the federal government
for assistance that fall. In addition to the aggravated situation due to savings
Ccertificates, we had other things that aggravated our position at tha@ time.
The budget had been passed in the spring of 1935 by the previous administra-
tion, thus setting out a plan for the whole year, under which commitments had

een made not just for the time up to August 22nd—when the election did take
pPlace—hut, for the whole season. Commitments had been made for which no
Provision had been made in the budget for payment.

By Mr. Blair: % : X .

Q. How much?—A. I will give you the actual figcures from the public

accounts of Alberta for the year ending March 31, 1936. They appear on

Page 20 of the public accounts of Alberta, a copy of which I have here and
Which any of you may examine. !

Wheg thg Aberhart government came into office we fould the following

amounts had actually been borrowed by the previous administration, and they
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added to the amount of the increase in the debt for that year. In June of 1935
the government of the day borrowed $500,000 from the dominion government
for unemployment relief purposes, for which no provision had been made in
the budget—that is, provision for payment. They had provided to commit
but had not provided to pay. Also on June 5, 1935, for agricultural relief,
$750,000 had been borrowed from the federal government. On July 2, 1935,
for re-loaning to the city of Calgary, which was then in difficulty, $250,000.
That takes us up to July 2nd of that year. This means that $1,500,000 had
already been borrowed and spent, in addition to the fact that the budget of the
spring had arranged for further commitments of over seven millions over which
we had no control. Thev were absolutely uncontrollable expenditures so far as
we were concerned. T will enumerate them.

Immediately after this government came into power, you will remember,
the premier and a number of his advisers—I was not then a member of the
government—came down to Ottawa; and on September 26th, 1935, these are
the amounts which they borrowed from Mr. Bennett’s government. By the
way, they asked Mr. Bennett for a lump sum of money which he said at the
time he was not prepared to advance because of the imminence of a federal
election. But he did say to the premier at the time, “If you will be content
with this much, then after the election is over, if we are returned to office, come
back and we will consider the remainder. Then you will get along all right.”
These sums were then taken back or arranged for at the time of the premier’s
visit to Ottawa, in September, 1935, just after we took office: For unemploy-
ment relief, $330,000, for which commitments had already been made; for
agricultural relief, $1,200,000, for which commitments had already been made.
We had to have that money to pay the amounts that had been committed. For
re-loaning to the city of Calgary, another $200,000 which had been promised
them by the previous administration. Calgary had beén promised $450,000.
They obtained $250,000 in June by loan from the federal government and
another $200,000, the balance of their request, in September. For completion
of the trans-Canada-Jasper highway, a joint relief project of the dominion
and the province, $300,000. The work had been done by September 26 and the
contractors wanted their money; they came to us and asked us to pay it. We
had to dig up the money somewhere. For public institutions, $25,000—for
enlargement, by the way, of the mental institution at Ponoka; and for general
purposes, including salaries of civil servants which were in arrears, $995,000.
Those are the sums that were arranged for on September 26, 1935, on our first
vigit to Ottawa.

Mr. DonNeLLy: How much is that altogether?

The Wrirness: I have not the total here. I could figure it out for you if
you just let me have a moment. ‘

Further than that, in November of 1925 arrangements were made for further
borrowings for unemployment relief of $1,000,000 for which no provision was
made in the budget, but which we had to meet. These were absolutely uncon-
trollable. '

January 15th, 1936, is the date ‘of the first debenture maturity after the
Alberta government came into office. On that date $1,577,000 of bonds fell due,
which amount had to be borrowed because no provision had been made in the

budget; and for unemployment relief also in January of 1936, borrowings of
$2,600,000.

‘By Mr. Thorson:

Q. Those are amounts that have been borrowed?—A. Yes, borrowed from
the federal government.

[Hon. Solon E. Low.]
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The WiTxess: Making a total of $8,927,000 of borrowings in that year of
which all but $25,000, the amount borrowed for closing in the open verandahs -
at the mental institution at Ponoka so that we could take care of the crowded
situation there—all of which, except that $25,000, was absolutely uncontrollable
expenditure by the new government. Now, in that connection, I might say that
the total increase in debt was approximately equal to the figure that I have given
you for the borrowings from the federal government for that year. When the
government got down to business after their visit to Ottawa they found a large
volume of umcollected taxes. They found that the policy for years past had
been to go lightly on collections, and the result of that had been that there were
something like $17,000,000 of arrears of municipal taxes in the province outside
of the large sums of neglected seed grain advances and relief advances and
advances of other kinds by the government.

By Mr. Tucker:

Q. Were you interested in any of that money? Was there any of it coming
to the government of Alberta?—A. Yes, large sums of it, because of advances
which we had made for seed grain, agricultural relief, for unemployment
relief, old age pensions, mothers’ allowance, ete.

Q. What portion would you be interested in?—A. T would not be able to
say just at the moment. I could easily get you those figures. It was a fairly
large sum.

By Mr. Maybank:

Q. If they had collected their money they would have been able to pay their
loans?—A. That is right, but no real attempt had been made, you see. No
attempt had been made for some years to enforce collections. Not only that, but
We had just passed through a very disastrous year so far as crops were concerned.
We had one of the worst insect pest ravages that year that we have ever had
In many a year. And in that same year, 1935, also, you may remember that in
certain sections of the provinee we had severe drought and we had perhaps one
of the worst hail years we ever had; and we had premature frost in the north
In the central part of the province around Gleichen—east and north east of

algary—which almost completely nullified the return for the farmers from their
Crops. These same conditions, by the way, Mr. Chairman, continued for three
Years; 1935, 1936 and 1937 were all bad years in Alberta, and it made it very
difficult, for us to enforce any collections until 1938 because of the disabilities
Which the farmers suffered. 5

Now, we were faced at the time with making a great decision. Here we were
Paying approximately 50 per cent of the revenues of the province to service the
debt: here we were with a public debt of $150,000,000 net, funded and unfunded,
and here we were with $10,000.000 of savings certificate money to be paxd bagk
to the people; and this $10,000,000 must be considered, as we considered it,
demanq moneys—that were simply placed on deposit to be available whenever
depositors wished to use it. We felt obligated to treat the holders of these
Certificates in a little different way from holders of debentures and bqnds,

€cause in no way could you consider that the holders of debentures were in a
Preferred position such as those having demand certificates.

By Mr. Thorson:
. Q. What is the amount of the outstanding certificates?—A. If you do not
ind T would like to give you the whole picture as I go along. I will give you
at answer and then at the end of this explanation if there is anything further
YOu wish to know about it T shall be glad to answer.
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By Mr. Cleaver:

Q. I have a question here on the statement you just made. You say that
it took about half of your revenue to service your debt?—A. Half of the ordin-
ary revenue at that time.

Q. The ordinary revenues in 1935 as reported at page 13 of the appendix
of the Sirois report were $17,000,000 odd, and the net amount required to
service the debt was only $6,000,000—A. The net amount. v

Q. You are not adding on the interest charges on the debt held by the
province?—A. Surely. Why not? These are sinking funds. They are trust
funds. They have to earn moneys. Why, of course. It is only reasonable that
you should consider that. We did.

Mr. Brackmore: Mr. Chairman, may I ask Mr. Low if the provineial
treasurer would not be held accountable if he did not allow that interest?

The CmarrMaAN: I would suggest that we allow Mr. Low to finish his
statement and then question him afterwards.

The Wirness: Now then, faced with the necessity of dealing with the
multitude of demands for redemption of these saving certificates from people
who had put their money there in the express belief that they would be able to
get it when they wanted it, and they had put it there at low rates of interest in
order that they could be sure of having it when they wanted it, we were faced
with a decision, a mighty big decision. In order to make sure that we made no
mistake we called in an advisor who had been recommended to us, Mr. R. J.
Magor; I say we, the Aberhart administration, called in Mr. R. J. Magor, whose
reputation you know and who needs no introduction I might say here. Mr.
Magor had already done several big jobs for various parts of the Dominion.
I understand that he had been called in by Newfoundland. There he considered
the whole economy of the country and did make recommendations which were
implemented later. Mr. Magor came into Alberta and after a thorough investi-
gation of all the finances and the economic situation then obtaining he gave
certain advice; and that advice must have been—I am not saying that it was,
but it must have been—based on the opinions of such men as J. Maynard
Keynes, a great English economist who also needs no introduction here; whether
we agree with him or not makes no difference—but apparently Mr. Magor did
agree with this one thing that Mr. Keynes said in his pamphlet on monetary
reform issued back in 1926—it runs something like this: There is a large body
of opinion which fulminates alike against devaluations and levies on the
grounds that they infringe the untouchableness or the sacredness of contracts,
and in so doing they are the worst enemies of what they seek to preserve namely,
the sanctity of contract, “for nothing,” he said—and this is the important point
—nothing can preserve the sanctity of contracts between individuals except

abtliiscretionary authority vested in the state to revise what has become intoler-
able.

Mr. Jaques: Hear, hear.

_The Wirness: Now, in their effort not to find a solution, but to make &
decision, the government of Alberta realized that apparently Mr. Magor’s
advice was based upon that very principle which T claim is true, that nothing
can preserve the sanctity of contracts anywhere except a discretionary authority
vested in the state to revise what has become intolerable in these contracts.
Mr. Magor then advised that we discontinue to pay the rates of interest which
had been contracted on the debentures and the savings certificates. As a result,
after very careful consideration of all of the problems involved and of the con-
dlt.lons then obtaining, and being faced with the necessity of making a decision
quickly and as right as possibly could be done, the government of the day, the

Aberhart administration, put through order-in-council 734 of 1936.
[Hon. Solon E. Low.] ‘
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By Mr. Maybank :

Q. May I ask if Mr. Magor’s advice was given in writing, and, if so, would
you be able to file a copy of his advisory report?—A. I am not sure, Mr. Chair-
man, that the whole of his advice was given in writing; if it was, I did not
provide myself with it, but I would be pleased to obtain a copy if it is to go on
file, and enter it in this evidence.

Q. Let me explain the reason for the question in order that you may see what
is desired. I was wondering if the advice of Mr. Magor, which you have just
set forth, was one item in a general advisory document?—A. Oh, yes.

Q. Or whether or not it was somewhat bound up with other pieces of
advice?—A. Mr. Chairman, in answer to that, I can say that, if it was bound
up with other pieces of advice, his whole recommendation was implemented.

Q. That is the point.—A. We singled out no one part of his general recom-
mendation,

Q. In so far as you took his advice, you took it wholly.—A. Yes, sir,
because we brought him in as an expert to advise the government on the best
way to meet the situation at the time.

Mr. Maysank: Thank you.

The Witnpss: As a result, the order-in-council that I have mentioned was
passed by the government, a copy of which I should like to submit to the com-
mittee. Do you want me to read the important part?

Mr. Bercovircr: I should like it read.

The CuammMan: Is it the pleasure of the committee that the statement
be put in the record and that Mr. Low give us now a digest of it?

Mr. BercovitcH: Carried.

The Witness: This was approved and ordered by Lieutenant-Governor
W. L. Walsh on Saturday, May 30, 1936:—

The Executive Council has had under consideration the report of the
Honourable the Provincial Treasurer, dated May 30, 1936, stating that:—

Whereas the public accounts of the provinece indicate that over a
period of years, revenues of the province have been insufficient to meet
the ordinary expenditures of the government and expenditures for unem-
ployment relief; and

Whereas the purpose and with the object of meeting the deficiency
in revenue, existing taxes have been increased and new taxes have been
imposed; and

Whereas it is evident that notwithstanding such increase in taxation
the resultant revenue will prove inadequate to meet the expenditures
of the province; and

Whereas it is essential to the welfare of the provinee that the poliey
of increasing the debt of the provinece by borrowing funds for the purpose
of meeting the deficiency in revenue be discontinued; and

Whereas approximately 47 per cent of the revenue of the province
is required to provide for the payment of debt charges, and the average
rate of interest on the debenture debt is 4:89 per centum; and

Whereas the essential services of government cannot be carried on
unless the rate of interest payable in respect of the debt of the province
is reduced by fifty per centum;

Therefore, upon the recommendation of the Honourable the Provineial
Treasurer, the Executive Council advises that the Provincial Treasurer
be and he is hereby authorized and empowered to offer and, if the offer
is accepted, to pay in respect of and in full satisfaction for and discharge
of any interest accruing on, from and after the first day of June, 1936,
on each and every of the securities specified in Part I of the schedule
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herein contained, on each of the dates subsequent to the last-mentioned

date upon which any such interest becomes due and payable, a sum com-
puted at the rate set out in respect of such security in Part II of the
schedule.

The Executive Council further advises, upon the recommendation of
the Honourable the Provinecial Treasurer that a copy of this order be
published in the Alberta Gazette.

THE SCHEDULE

Parr I

Securities hereinbefore referred to;

All debentures heretofore issued by the province;

All stock heretofore issued by the province;

All treasury bills issued by the province;

All debentures guaranteed by the province save and except only the
$7,400,000 five per cent debentures of the Alberta and Great Water-
ways Railway Company;

All savings certificates.

Parr 11

TABLE oF RATES oF CoMPUTATION OF PAYMENTS IN RESPECT OF INTEREST ON THE
SecuriTies MENTIONED IN ParT 1 HEREOF

The rate of computation of the payment

Where the security bears interest at: to be made in respect of the interest on
the security shall be:

Six and one-half per cent. Three and one-quarter per cent.

Six per cent. Three per cent.

Five and one-half per cent. Two and three-quarters per cent.

Five per cent. Two and one-half per cent.

Four and one-half per cent. Two and one-quarter per cent. °

Four per cent. Two per cent.

Three and one-half per cent. Two per cent.

Three per cent. Two per cent.

(Sgd.) WILLIAM ABERHART,
- Chairman.
In no case was the interest to be reduced below 2 per cent.
By Mr. Cleaver:

Q. What was the overall annual saving effected?—A. About $3,400,000
based on the then existing debt. : \

By Mr. Maybank:

Q. You mean there would be a saving effected if the various holders— —
A. Accepted it.

Q. Perhaps you will indicate to us at a later stage to what extent the

proposition was accepted?—A. Yes. I might do that now; it is proper right
at this place.
Q. As you like—A. At the beginning we placed in the interest fund in the
bank, and indicated to our paying agents all over the world, the amounts that
they were to pay on the various debenture coupons.  That fund began to

accumulate gradually as payments were made into it. We have very faithfully
[Hon. Solon E. Low.] :
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every single month paid into that fund in the Imperial Bank of Canada at
Edmonton the 50 per centum, or the exact percentage as set out in each of the
schedules to the order. The coupon interest fund began to accumulate quite
rapidly in 1937, and by the end of 1937 a fairly large number of holders began
to accept the proferred payment and to give certificates stating that they would
waive any benefits that might be obtained legally in the future. The number
accepting began to increase until in the spring of 1939 approximately 40 per
cent of the holders had accepted. Some began to accept with reservations.
I think some of the institutions led out in the general acceptance, among whom
were one or two of the smaller insurance companies and some of the banks
which held some of the securities either in trust or otherwise. To-day I would
say that about 40 per cent are accepting the reduced payments. :

By Mr. Tucker:

Q. Were they permitted to take the money out if they did not sign the
document you required them to sign?—A. No, but they did sign. However at
the same time, some of them furnished us with a protest which we accepted and
placed on file in good faith.

By Mr. Cleaver:

Q. About what was the market price of your bonds just before the repudia-
tion and what was the market price immediately afterwards?—A. The price of
Alberta bonds began to decline in 1934 when Alberta went off the money
markets of the world, and they declined to about 89 at that time on the
average—89 to 90. Then after the first default in June, 1936, they declined
fairly rapidly until at various stages they have been around 51, 52 and 53.

Q. The decline would be about 40 points?—A. I would not think on the
average, no.

Q. 35?—A. T would think perhaps 35 on the average.

Q. What is your total bonded indebtedness?—A. At the present time,
$150,000,000 approximately.

Q. So that in the light of experience you might feel that that saving of
about, $3,000,000 was rather a costly experiment?—A. That depends upon your
Viewpoint. It has not been costly in respect of any payment that we would

ave to make as a government or as the people of the province would have to
make, but perhaps costly to those who would be dependent upon trading their
Securities on the market. :

Q. Possibly if you should ever have to go to the market for refunding—

Mr. Buackmore: May I interrupt to say that a new question is being raised.
I submit that that should be kept until the end of this discussion.

Mr. Creaver: I will reserve my question. .

Mr. Brackmore: We are discussing Alberta’s ability to pay.

- Mr. Cueaver: And T am suggesting that you saved $3,000,000 and threw
twice that amount into the gutter.

The Cuamman: I think that as far as possible Mr. Low should be allowed
}:t continue his statement without interruption and then re-open the question

er.

The Wirxmss: As I pointed out, I was not a member of the administration
then and therefore cannot tell just exactly what reasoning the government used.

len the advice to reduce the interest was given by Mr. Magor I imagine that
their reasoning must have been as follows: Here we have been through a very
ery severe period of depression, prices have been low, with the returns to the
farmerg and the people of the province of Alberta exceedingly small. Our
ple have heen struggling against forces which were almost inundating them

*80d during that time we saw the whole of the capital investment of a great
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many people in the province of Alberta completely swept away, not only their
earnings but their complete capital investment, through the depression. They
lost their capital holdings because they had to dip into them from the fact that
they had no earnings at all. Thousands of merchants had to go into liquidation.
They lost their holdings, and still these people were being asked to pay taxes
to keep up the full contractual rate of interest on bonds simply because people
were claiming that these bonds were a sacred obligation and should not be
violated. The facts are there, Mr. Chairman, for anyone to examine.

I imagine, too, that when Mr. Magor talked with these men, undoubtedly
these things were all pointed out and all considered, and it was said at the
time, doubtless, that it was high time the holders of the securities of the
province began to share some of the burden of the people of Alberta, and
now was the time to start to share them and indicate their willingness to
share even though it is said they did hold a sacred contract with the province
in the form of contractual bonds.

The province of Alberta was advised by Mr. Magor to approach the bond-
holders and they were approached. Various letters passed between the gov-
ernment of Alberta and the bondholders themselves. They were asked to sit
down with the government and to give consideration to a compromise of some
sort to meet the situation. Because of their absolutely flat refusal to give
consideration to our people at a proposed round table conference where this
whole business was to be discussed and some settlement or compromise reached,
the government then took the step which had been advocated or advised
by Mr. Magor, and the interest was cut by the before-mentioned order in
council. Now, whether or not that step was right, I am not here to say. A
thing may be right under one set of circumstances and it may be wrong
perhaps under another set of circumstances. I am here to say only, Mr. Chair-
man, that under the set of conditions obtaining at the time the province of
Alberta elected the Aberhart administration in 1935, to cut the interest was
the only possible thing the government of the province could do.

Mr. Magor also advised overhauling the financial set-up—

Mr. Tucker: Would this be a good time to adjourn?

The CuamrMAN: I think we should sit for another quarter of an hour.
The Wirness: I can finish in ten or fifteen minutes.

Mr. Mayaew: We have a contract to live up to of fifteen minutes overtime.
Mr. Tucker: I thought perhaps Mr. Low might take another half hour.

The Cmamrman: We took the time that we contracted to give Mr. Low
for your bill. I think it is only fair we should give Mr. Low an extension.

The WirNess: I would not mind at all, because I can go on. In fact,
I intend to take this thing to its minutest detail, and we can take another half
or three-quarters of an hour as a matter of fact, summing up this whole
thing as a background. Then you can discuss it if you like, or adjourn. It is
all right with me.

Mr. Maysaxk: I think this is a good place to adjourn.
- The Cuamman: I suppose some of the members are hungry. What
time shall we adjourn to?

Some hon. MemBERs: Four o’clock.

The Cmamrmaxn: Shall we adjourn until to-morrow or this afternoon?
What is your pleasure?

The Wirness: 1 did have some appointments for this afternoon.

The , CramrMaN: Suppose we adjourn until 11 o’clock to-morrow. Is that
your pleasure?

The committee adjourned at 1.05 pm. to meet to-morrow morning at
11 o’clock. '

[Hon. Solon E. Low.]
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MINUTES OF PROCEEDINGS

The Standing Committee on Banking and Commerce met at 11 o’clock
am., the Chairman, Mr. Moore, presiding.

Members present: Messrs. Black (Cumberland), Blackmore, Casselman
(Edmonton East), Cleaver, Donnelly, Eudes, Fontaine, Fraser (Peterborough
West), Graham, Hazen, Hill, Jackman, Jaques, Kinley, Lacroix (Beauce),
Laflamme, Lapointe (Lotbiniére), Macdonald (Halifax), Macmillan, McNevin,
Mayhew, Moore, Perley, Ross (Calgary East), Slaght, Tucker.

In attendance: Hon. Solon E. Low, Provincial Treasurer of Alberta, Mr.
D. K. MacTavish, K.C., Counsel for the Government of Alberta, Mr. C. S.
Tompkins, Inspector General of Banks, Department of Finance, and Mr. F. P.
Varcoe, Counsel, Department of Justice.

Mr. Low continued his statement on Alberta’s ability to meet its con-
tractual obligations, and was further examined.

At 1 o'clock the Committee adjourned to the call of the Chair.

R. ARSENAULT,
Clerk of the Commattee






MINUTES OF EVIDENCE

House or Coarvons, Room 277,
July 19, 1940.

‘The Standing Committee on Banking and Commerce met at 11 am. The
Chairman, Mr. W. H. Moore, presided. :

D. K. MacTavish, K.C., appeared as Counsel for the Government of
Alberta. :

Hon. Solon Low, Provincial Treasurer, Province of Alberta, re-called.

The Cuamrman: Order, gentlemen. We have a quorum. Mr. Low, you

have the floor.
. The Wirngss: Mr. Chairman, and gentlemen of the committee, yesterday
In the short session we had I tried to briefly review the pecular set of conditions
which existed at the time the Aberhart administration took office in 1935, as a
preliminary to the establishment of a case for Alberta’s ability to pay or her
nability to pay. To-day I should like to continue that review and try to
finish up the question that is before the committee. In order to refresh the
memories of the members of the committee, since the evidence in printed form
has not yet heen madeé available, I think perhaps I should just sum up very
briefly what was said yesterday.

I pointed out that in September of 1935, when the Aberhart administration
took office, the cash of the province had been completely exhausted through,
Particularly, the excessive demands for the redemption of savings certificates.

pointed out that there was an overdraft at the government’s bank—that is,
the Imperial Bank of Canada—of some $5,700,000. There were at the same
time over $10,000,000 of savings certificates outstanding. The people who had
deposited those funds- looked upon them as demand funds and expected to be
able to get them when they needed them. Further, I pointed out that we had

‘€ntered into a series of very bad years for Alberta in that the crop situation

Was bad; pests, hail, drought and frost began in that year to take a toll which
tontinued over a period of three years and which almost entirely did away
With' the earning power or capacity of the farming population. Further, I
Dointed out that it required almost 50 per cent of the ordinary revenues of the -
Province to meet the interest on the public debt. I think I finished my remarks
Yesterday by pointing out that, under the peculiar set of conditions which
EXisted, the government of the province of Alberta, the Aberhart administration,
took the only possible stand that could be taken by any go‘veynmen!t._
Now I want to elaborate just a bit on that before I continue this morning.
I want to consider for just a few moments the political situation, with which
am sure the hon. members of this committee will be more or less familiar. The
Cmper of the people of Alberta in 1935 was such that any government, no
Matter what its politieal stripe—I repeat, any government no matter what its
Politicq] stripe—would have had to take the same action that the Aberhart
80Vernment, did take in reducing the amount of interest paid on the public
¢bt. The Aberhart administration was pressed into office by the people, with
& mandate to stop the unprecedented increases in public debt that had been
Manifest over all the years since Alberta was formed in 1905. They were
Pressed ingo power by the people, with the demand that. Increases in taxes
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should be stopped. They were pressed into office with the demand that the
administration, particularly with respect to finance, should be cleaned up and
set on a sound foundation.

It is a peculiar trait of democracy that any demoecratic government must
govern in the way the people who put them there want them to govern. Other-
wise, they simply could not stand in power. This government, the Aberhart
government, found itself in that very position—that the demands of the people
were such that they could not possibly have stood in office if they had not
taken the action which they did. T might just say here, Mr. Chairman, that the
opposition in the legislature and the press of the province did their utmost to
bring about the defeat of the government on the very ground that I have just
mentioned ; that is, they were unwilling to see any increase in taxation at all
to meet the payments that were necessary and incumbent upon the people of
the province. They did their level best to bring about the fall of the govern-
ment because the government was trying to do just exactly what the people
had demanded that it do. I am here to say, Mr. Chairman, that if any one of
the opposition groups had been in the position of the Aberhart government they
would have done exactly the same thing, because they would have been forced
to do it by the people. That was the political situation at the time.

Immediately after the government took office—that is, the Aberhart adminis-
tration—they began an overhaul of the whole of the government. There were
some departmental changes, but more, particularly I want to deal with the
changes in the financial set up. The budget of 1935-36—that is, of the year
ending March, 1936—which had been passed by the U.F.A. administration, as
I pointed out yesterday, provided for expenditures of approximately $30,000,000
and provided for ordinary revenues, in round figures, of $17,000,000. That same
method of budgeting had gone on for a good many years. There had been
built up in the province of Alberta by the Liberal administration of 1905 to
1922, and by the U.F.A. administration of 1922 to 1935, the practice—which,
by the way, is a vicious practice, Mr. Chairman—of differentiating between
ordinary and extraordinary revenues and expenditures. 1 do not know why
it was done, but I have my suspicions that it was to fool the people. The
people should be in a position to read the accounts of any government, and to
tell what they mean. The accounts should be simplified as much as they possibly
can be so that the people may read them. But I defy any layman to take the
public accounts of the province of Alberta prior to 1936, and be able to read
them and know the true position of the provinee. That practice, I must admit,
was not peculiar to Alberta; but it was a practice, nevertheless, that had grown
up in Alberta. The Aberhart administration decided that that must be changed,
that instead of budgeting as they had done in the past for so much ordinary
revenue and so much extraordinary revenue; for so much ordinary expenditure
and so much extraordinary or capital expenditure, there should be a budget
brought in in which there would be no differentiation between those ordinary
and extraordinary moneys, in which there would be either an over-all surplus,
deficit or balance. That is exactly the policy that began to be followed by the

Aberhart administration for the first time in the history of the province of
Alberta, -

By Mr. Kinley:

Q. Mr. Low, talking politically—and I think you are talking politically—
you say, and suppose we admit it for the moment, that the province of Alberta was
overloaded with debt to the extent that they could not meet their obligations.
How do you connect that with the promise to pay everybody in the province
$20 a month? ,

An Hon. MeMBER:  $25.

Mr. KiNvey: - $25 a month as dividends.
[Hon. Solon E. Low.]
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The Wirness: Mr. Chairman, there was no promise to pay everybody in
the province $25 a month.

Mr. KiNvey: 1 accept that answer.
The Wirness: That answer is correct.
Mr. Kivrey: You say there was no promise?

The WirNess: There was no promise to pay everybody in the province
$25 a month.

Mr. CLeaver: Mr. Chairman, might I refer the minister to Form B, issued
by the Trade and Industry Department of the province of Alberta, a copy of
which I hold in my hand.

The Wirness: I do not recollect that form, Mr. Chai‘rman..
Mr. Kintey: We are very much misinformed in the east, then.

The Cuamman: Mr. Low, do you welcome these interruptions, or would
You wish to finish? ]

The Wirness: I would rather continue, if I might.

The CramrMAN: Then, gentlemen, suppose we allow Mr. Low to finish his
statement, and then bring these matters up later.

Mr. Creaver: Very well. I will be pleased to put these matters on record
later,

The Wirness: The result of the change of policy has an important bearing
on the provinee’s ability to pay. As you will see a little later on it is not political
at all. What I am trying to point out is the circumstances surrounding the
developments.

Mr. KiNcey: You told us you were speaking politically.

The WirNgss: It is quite true, Mr. Chairman, I was speaking politically when
I mentioned the political situation, but this is different, this is the mechanical
and technical situation. 7
The result, Mr. Chairman, was that the first budget which the Aberhart
administration put through in March of 1936 for the year ending March 31, 1937,
Provided for an over-all deficit; no differentiation between ordinary and extra-
ordinary moneys was made at all; and the result has been that the ordinary
Person can take the public accounts of the province of that time and by reading
hém can tell exactly the position of the province. Now, the new method of
udgeting used for the first time in Alberta by the Aberhart administration
brought about some definite results. Immediately the administration was able
10 put its hand directly in control of the debt situation, apd I am going to review
or you. just exactly how it put its hand on the debt situation and conformed
%0 the demands of the people in 1935, and the mandate given to the Aberhart
administration to prevent an increase of debt that had been going on since
1905.  The province of Alberta started in 1905 with no debt whatever. By
1922 at the end of a Liberal administration the debt had risen to $95,000,000.
By 1935, March 31, 1935, the debt of the province had increased to $150,000,000.
[ am speaking now, Mr. Chairman, to clarify this, of the funded and unfunded
d’ebt, which was $150,609,492.29; roughly $150,609,000, as at March_?{l, 1936.
hl‘Ough the borrowings during 1935-36 over which the Aberhart adrnmlstr?,tlon
ad absolutely no confrol whatever (as I told you yesterday) and as I pointed
ut then, the public debt, had increased to $158,081,000; and that date, March
31, 1936, is the beginning of the control of the Aberhart admlmstratlon. By
‘March 31, 1939, the net funded and unfunded debt of the province had decreased
3154,944,000; by December 31, 1939, the net funded and unfunded debt of the
DProvinee according to the. public accounts I have here had been reduced to
50,408,000.
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Now, I point this out merely to show the committee that we began to take
hold of things, and in spite of the fact that there still remained certain sums
unpaid on the principal debt of the provinee, and certain sums which are in
dispute as to interest payment; in spite of that fact, and in spite of the lower
revenues raised in each year—which I am going to give you very shortly—the
Aberhart administration took hold of the situation and prevented any increase
in debt. I might point out also to the committee what the result of the new
method of budgeting had on the savings certificates. As I pointed out, at
March 31st, 1935, there were outstanding $10,874,000 of savings certificates. At
the time this government took office, I should say when the Aberhart administra-

tion took office, September 3, 1935, there would be approximately ten million

two hundred thousand or ten million three hundred thousand dollars—I have not
the exact figures here—it would be something just over $10,000,000. At March
31st, 1940, through a process of consistent reduction in the amounts outstanding
in each year the amount remaining unpaid was $5,409,000; showing by that year
a reduction in the amount of savings certificates outstanding of $5,465,000.
These saving certificate moneys, as I pointed out yesterday, we considered as
demand notes. They were the people’s money and they needed them and they
should have them when they wanted them. Our policy was to appropriate at
each session as much as we possibly could appropriate out of the revenues to
redeem these certificates, and we established a policy of redeeming in nominal
amounts for needy holders, and no application whatever was ever rejected
without a thorough review and without thorough consideration, and no needy
holder has ever yet been turned down in his application for redemption.

Mr. Buack: Were these certificates redeemed at par?

Wirness: Always at par, with accrued interest at reduced rates.

Now, so far as the effect of the new budget on the sinking fund is concerned
I should like to point out for just a moment what was done. On March 31st,
1935, the general sinking fund of the province was valued at $9,925,000. It had
been increased to $13,217,000 by March 31st, 1940; the increase in amount was
$3,292,000. This increase is accounted for in the following manner; contributions
to the sinking fund, $1,966,000, earnings $2,034,000, less $708,000 which was
applied to the reduction of debt; leaving a net inerease of $3,292,000.

Now, it is true that in the same period, that-is from June, 1936, until the
present or June 1, 1940, there had accumulated unpaid interest of $11,293,000
That was one of the figures, Mr. Chairman, which the committee asked me to
prepare for them the other day—made up as follows: unpaid interest on debenture
debt $10,156,000; and on the guaranteed debt $687,000; and on the savings
certificates $450,000. -

Mr. DonneLLy: That is the amount in dispute, is it not?

Wirness: Not so much in dispute, I should say, as the amount of the
so-called unpaid interest that has accumulated since June 1st, 1936.

Now, during the period the following were the total revenues by years. The
committee, Mr. Chairman, asked me to prepare a schedule showing the revenues
for the years 1935 to 1939-40; and I have these for you so that we can compare
the management of the Aberhart administration with the management of any

other government that you would like to name, either previous to the time of

the Aberhart administration or during that time.

By Mr. Kinley:
Q. Tt was made an issue in the election?—A. It was made an issue here
the other day.
Q. I mean, Alberta’s ability to pay?—A. Right, but T bring this in in
response to a request that was made to me, that I provide this information as 2

means of comparing what this government under the Aberhart administration
[Hon. Solon E. Low.]
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did do with what they might have done. I am going to give you the gross
figures, because after all the only fair basis of comparison for revenues is on
the basis of your gross revenues. You eannot make a fair comparison of
ordinary revenues. I am taking here the total gross revenues of the province
for the year. For the year ending March 31, 1935, the total gross revenues
were $27,522,062.02. I have the public accounts here and if any of you would
like to examine the figures at any time, I would be glad to go over them with you.
It is difficult for the ordinary layman to readily get the figures until the year
1937, hecause the practice, as I pointed out, was to budget for ordinary and
extraordinary revenue. The total revenues of 1935 was made up, Mr. Chairman,
of ordinary revenues of $17,036,924.98, and capital revenues of $10,485,137.04;
a total of $27,500,000 approximately. The total revenues for the province for
the year ending March 31, 1936, were $30,021,511; made up of ordinary
$16,575,151, and capital $13,446,360. For:March 31, 1937, the year in which
the method of budgeting was changed, the total revenues, including all moneys
received, even borrowings, was $23,783,154.31; on income account alone the
amount was $20,743,045.72, and borrowings of $1,319,748 made a total of
$23,183,154.31. For March 31, 1938 the total or gross revenues were
326,267,512.55; and for the year ending March 31, 1939, there was a gross
revenue of $26,595,891; which includes, Mr. Chairman, the final payment on
the sale of the railways of $5,700,000. If this item were deducted from the
total, both revenues and expenditures—because when this revenue came to us
as the final payment from the Canadian Pacific and the Canadian National it
Was simply passed on to pay off the overdraft at the bank for which it had been
hypothecated by the U.F.A. administration—I say if this amount were deducted
from the $26,595,000 total, there would have been an actual effective revenue
that year of around $21,000,000.

For the year ending March 31, 1940, the estimated revenue—and I say
“estimated” here, Mr. Chairman, because the public accounts are not yet
available closing the “year 1940—was $21577,431.20. I might say. M.
Chairman, that from information which I have at the present time that estimate
IS going to be very close to the actual figure for the year.

I want to point out that at no time in the history of the Aberhart
administration has that government received a gross revenue that could compare
With that of a number of years of previous administrations. In each of the last
ten years of the U.F.A. administration they received a gross revenue much
8reater than that of any year during which the Aberhart administration has

een in office. I know many people have criticized the Aberhart administration
Or getting so much money. As I have pointed out, the greatest amount that
they have obtained in any one year was $26,627,000, which was for the year
ending March 31, 1938, and that is less than either of the two years ending .
March 31, 1935, or March 31, 1936, the last two years of the U.F.A. adminis-
Tation.,

With those moneys we were able to carry on the ordinary service of the
Provinee, of building the roads and the buildings that were necessary to meet
all our capital expenditures, and, at the same time, to reduce the debt, as I have
Pointed out, the net funded and unfunded debt, by something like $7,000,000.

By Mr. Kinley: ¥

Q. You are talking of gross revenue?—A. Yes. y

Q. That, of coursc%, is gffected up or down by the bOI‘rOV\'mgs?—A. )’cs.

Q. And if you borrowed a lot your revenue would be higher with less
taxation for the moment?—A. That is right. y NP
; . But if you are in the formative period of a province and building
Dstitutions investing money and borrowing money to get gross revenue over
the Years, that would hardly be a fair picture, would it?—A. That might b=
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true in the formative period, but certainly, by no stretch of the imagination,
could you call a province that was nearly forty years old in the formative stage.

Mr. Gramam: I would suggest that the whole three prairie provinces are
very definitely in the formative stage.

By Mr. Donnelly :

Q. When would you think would be the change from the formative to the
mature stage?—A. Judging from the way they started to go down hill they
reached their senile stage about 1929.

By Mr. Kinley:

Q. There is this about your economy, that you had twenty-five years,
whereas in the east it took perhaps ‘one hundred years to build up institutions
and to service the province. You need more capital expenditures both for
municipal work and governmental work.—A. I am not, Mr. Chairman, entering
into any controversy on the matter of whether the province should have been
borrowing; all T am trying to point out are the facts of the case upon which we
can base an opinion with respect to Alberta’s ability to pay.

Q. You are adding borrowed money into the revenue and’creating the
impression that that was money that was taxed from the people?—A. No, I
am not, Mr. Chairman. I very definitely stated that in addition to the
ordinary revenues of the province these amounts included the borrowings and
the amounts that were contributed by the civil service in what they called a
voluntary contribution of their salaries, and all those things, because I wanted
to give a picture of the total amounts of money that were spent and
_handled by—

Q. What was that voluntary contribution of salaries, was that the pros-
perity certificates?—A. No; that has nothing whatever to do with prosperity
certificates.

The CraarMAN: I think we should allow Mr. Low to finish his statement.
Mr. Low has promised to stay with us for the rest of the session, so we will
have plenty of opportunity to criticize his statements.

The Wrrness: I will just answer the gentleman’s question. Voluntary
contributions of the civil servants were made in response to a request by the
U.F.A. administration that the civil servants forego a certain proportion of
their salary, and, so called, to voluntarily contribute them to the general
revenue fund to assist the government in meeting its post war obligations.

Mr. Kinvey: There might be some things that we vould adopt here.

- The Wrrness: T would not be surprised. However, going on, immediately
after the government’s action in reducing the interest rate on the bonded
indebtedness, the bondholders sent experts into the province to prepare a report
on Alberta’s ability to pay. A number of you perhaps will remember seeing

that bondholders’ report, a very voluminous document, with voluminous argu-

ments, which in no way touched the problem. It was a glorified audit, and
nothing but a glorified audit. Here we had the spectacle of a group of experts,
auditors, chartered accountants, who came into the province and sat down ab
a desk and examined large volumes of balance sheets, revenue and expenditure
statements and so on, and then gave as their opinion that the province could
pay. I want to tell you, Mr. Chairman, that a glorified audit in no way can
meet the situation under such circumstances.

By Mr. Ross (Calgary East):

Q. In what year was that, Mr. Low?—A. In 1936.
[Hon. Solon E. Low.]
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By Mr. Jackman:

Q. Was that the so-called Elliott-Walker report?—A. That is right.

Q. Neither of those gentlemen is a chartered accountant.—A. They did
Dot do the actual work; they did get chartered accountants to do the work.
hey are the ones who came and sat down at the table and did it in the
g0vernment’s offices.

The second attempt at making a report on Alberta’s position was the
attempt, of the Bank of Canada. It is quite true that they came in upon
Ivitation, and they presented at the end of their examination this report in
937 which again was nothing but an audit, an examination of revenue and
®Xpenditure statements and balance sheets of the province. It did not take
Into account, Mr. Chairman, the economic disabilities under which the people
of the province of Alberta are trying to carry on; it did not go into the lives
of the people; it did not go into the communities and see how the people
Were getting on, what they were doing and under what they were labouring.
I no way, then, could it be considered as a fundamentally sound statement
of what the people of the province could do.

Eventually, Mr. Chairman, the Aberhart administration decided to
attempt to bring about or to negotiate refunding. We have been working on

at for the past two years, because we realize that with the schedule of
Maturities that had been set up by previous administrations, a schedule of
Maturities, Mr. Chairman, which no government could possibly meet, it was
Necessary to try to bring about a better schedule of maturities that could be
Met; and it was necessary to try to negotiate a better rate of interest which
they could pay, because interest rates were definitely on the downward trend.

. We were quite successful in making contact with a number of underwrit-
g institutions who were willing to undertake the task. In order to deter-
Mine Alberta’s ability to pay, one of the underwriting institutions with whom
Ve were negotiating suggested that an eminent economist who would be satis-
actory to them, to us and to the bondholders, be commissioned to come into
€ province to examine the economy of the people and to make a report
Upon the ability of Alberta to pay.
It was finally decided after considerable thought that Dr. Jacob Viner
shoulq be commissioned. Dr. Viner at that time was a member of the treasury
Oard with Mr. Morganthau in the United States, and was also at the time
€ad of the department of economy of the University of Chicago. He has been
O many years a very eminent investigator, and his reports have been
Teceived and studied with great interest and respect.

By the Chairman: !
Q. He is a Canadian by birth, is he not?—A. By birth, yes. Born in
QU@-bec, as a matter of fact, Mr. Chairman. Dr. Viner's name was suggested
along witl, several others, and I understand that the bondhol‘ders’ Somnnttees
t fre approached and they signified their willingness to have “Dr. Viner make
he report; that is, they had confidence in him, the underwriting group had
“nfidence in him and the province of Alberta had confidence in him.
Accordingly, Dr. Viner came into the provinee in 1939 and after most careful
Study of the whole situation, after going into the communities to see how the
People Jived, after examining the disabilities of the people, the climatic vagaries
all of the things that constituted disabilities, and aft.er conSJderlng the
ad weight of debt that had been created, not only public debt but private,
Uicipal and corporation debt. Dr. Viner issued his report which, by the way,
My, Chairman, has not been made public because negotiations were rudely
Wberrypted by the outbreak of war and we have not seen fit yet to release

the 'eport to the public.
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However, your Minister of Finance has had this report in his hands for
over a year, and I have a copy of it here from which I intend to quote. Dr.
Viner’s report in my estimation is the only attempt that has been made to
get at the root of the problem, and whether or not it will be accepted by all
parties concerned remains to be seen.

I just want to point out one or two things that Dr. Viner said in his report
about the province and its ability to pay; I am quoting now from page 107 of
the report under “Recommendations”. He says:—

In the light of the foregoing analysis of the financial position of
the provineial government and of the economic conditions prevailing in
the provincial economy in general, . . .

By Mr. Graham:

Q. What is the date of the report?>—A. The report was dated August, 1939.
. . . I submit the recommendations which follow.
I should like to point out, Mr. Chairman, that this report was rendered
by this eminent economist after being with us for quite some time, studying
not only the conditions prevailing but studying us; quoting further:—

Although T am convinced that the government and the people of
the province are anxious to meet their contractual obligations to the
reasonable limits of their capacity to pay, and believe myself that in
their own interests and in the interests of the Canadian people generally
they should do so, I do not find it possible to recommend that the
province undertake to resume interest payments at the full contractual
levels without further ado. I do believe, however, that the province
can reasonably do somewhat more than it is now doing toward meeting
its contractual obligations and restoring the provincial eredit, provided
its creditors make some concessions in return, not from their present
actual status but from their legal or contractual claims.

I recommend the following general provisions for an agreement
between province and bondholders, expressed in specific terms for the
sake of concreteness, but subject of course to modifications in detail:

(1) That the province endeavour to negotiate with the bondholders =

an agreed reduction of the amount of contractual interest payable on
the provincial debenture debt, and especially with respect to the deben-

tures which were floated at times of financial crisis and carry extremely

high interest rates, and also a rearrangement of maturity dates, in
greater conformity to the province's capacity to pay than the present
stipulated rates and maturity schedule. !

(2) That the province undertake to refrain, for a stated term of
years, from new debt-augmenting borrowing except to meet genuine emer-
gencies or where the purpose of the borrowing is to finance a revenue-

. producing activity which offers genuine prospects of being able to carry
the debt incurred on its behalf. : PAY

That is exactly the policy that-has been entered upon by the Aberhart
administration in 1935.

- (3) That the province undertake to revise its individual income tax
with a view to obtaining $1 million more of revenue therefrom annually
than the present rates and statutory exemptions would produce; to segre-
gate the additional revenues so obtained, to the extent of $1 million annu-
ally, for interest payments in addition to the present levels of such pay-
ment ; and to devote any increase of revenue above $1 million obtainéc
from individual income taxation, whether as a result of increased effective

rates or of improved economic conditions in the province, to liquidation ©
[Hon. Solon E. Low.]



BANKING AND COMMERCE 83

outstanding indebtedness, in addition to whatever other funds may become
available for this purpose, priority to be given to the savings certificates.

(4) That the provincial government endeavour to negotiate with the
Dominion Government an agreement under which:

(a) the natural resources award would be implemented, and the pro-
ceeds ‘are used toward liquidation of the provincial indebtedness to the
dominion;

—which, by the way, Mr. Chairman, is around $26,000,000 represented by
treasury bills bearing 3 per cent.

(b) the remaining provincial indebtedness to the dominion would be
funded on a long-term basis at the present rate of interest; !

(¢) the Dominion Government would facilitate the mortgaging by
the provincial government of the annual dominion subsidies for purposes
of interest payments.

(5) That the provincial government, as additional parts of its
settlement with its creditors, undertake, provided the Dominion Govern-
ment will cooperate, to segregate its dominion subsidy receipts for purposes
of interest payment on the bonded indebtedness now outstanding and
also undertake to segregate annually a portion of the operating surplus
before interest of the telephone system, say $500,000, for purposes of
interest payment on its bonded indebtedness, the proceeds from such segre-
gation, however, in both cases to be part of, and not an addition to
the total amount of annual interest payments referred to under (3) above.

(6) That the bondholders be asked (a) to agree to the repeal of
sinking-fund requirements except as provided for in (3) above, and exeept
that the existing sinking funds and their annual earnings shall be used only
for debt-liquidation purposes, and (b) to agree to give the provincial
government the right to call for redemption by lot at stated intervals any
1 securities outstanding of any issue at their par value provided the funds
for redemption are obtained from current revenues or from the realization
of capital assets, and not from new borrowings, and provided there are
no delinquencies with respect to interest payment requirements under the

] agreement. _

gt (7) That the bondholders be asked to consent to cancellation of all

4 outstanding claims with respect to deficiency of interest payments made
e at the reduced rates as compared to the full contractual rates, from the

EJ I initial suspension of full payment to the time of coming into force of the'
% ; contemplated agreement with the bondholders.

Eﬁ' I want to stress most emphatically, Mr. Chairman, that a man of the

L Standing and equipment of Dr. Viner would never have made such a suggestion

g e thought that the province of Alberta could pay the full contractual
. Tate of interest. | |

‘ By Mr. Graham.: ) 2
. Q. I wondered if your government is in _agreemen-t- with t.hls_recommen_da-
ton, 4 The government has tried since this report was made public to negotiate
O the basis of these recommendations. ;
Q. You accept the recommendations?—A. Generally, yes.

By Mr. Casselman.: >
) Q. I thought you said it had not been published.—A. It has not been
Publisheq.

& o, & Q. Why not?—A. Because we felt that it was not yet in the public interest
" Make it public. :
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The CrAIRMAN: Because of the interruption caused by the war?

The WirNess: The interruption caused by the outbreak of the war was the
most important thing. But to continue with Dr. Viner:

A settement along the lines here indicated would not by any means
solve all of the province’s difficulties. Nor is it suggested that the pro-
posed. settlement would be an ideal arrangement. For an agricultural
province, whose economy rests primarily on the production of a com-
modity whose yield, price, and marketability are all subject to extreme
fluctuations, fixed interest and fixed maturity securities are not well
adapted. But until a more flexible instrument, which more or'less auto-
matically adjusts the time, and perhaps also the amount, of income and
capital payments to the variations in the capacity to pay of the debtor, is
devised which is suitable for use by governments, there is no practical
alternative. Given the various elements in the situation, it seems to me,
however, that a settlement following the general lines here proposed
would constitute a reasonable compromise as between the bondholders’
contractual rights and the province’s capactiy to pay, and would be to
the mutual interest of both parties.

Should economic conditions in the province improve substantially
above their present level, the bondholders would unded the proposed
settlement share adequately in the better conditions both from the
greater security and marketability which would result for the obliga-

- tions they held and from the more rapid rate of redemption of these
securities which the more abundant provincial revenues would make
possible. 1If, on the other hand, economic conditions in the province
should not improve or should even deteriorate moderately from their
present level, the province should still be able, although not easily and
not without saerifice, to carry out the terms of a settlement along the
lines which have here been proposed. A settlement which would at the
same time involve no concessions by the bondholders and no assumption
by the province of burdens beyond its reasonable capacity to carry
would require either aid from the Dominion Government or a degree
of economic recovery in Alberta which there is no good reason to expect.
A settlement on a basis which the province would soon find impossible
to maintain would be worse than no settlement. The proposals made
her¢ are offered in the belief that they are neither beyond the capacity
of the province to bear nor less generous to the bondholders than the
provinee can afford to be.

By Mr. Kinley:

Q. A moment ago one member asked if you and your government sub-
seribe to that report—A. In general, yes, Mr. Chairman. There are some
things I might explain, which existing circumstances would make impossible
of implementation. I refer more particularly now to the income tax which,
as you understand, would be impossible.

By Mr. Slaght: J
Q. Why?—A. Because, Mr. Chairman, of the increases that have been
made in the dominion income tax, the imposition of the wage tax, and the
decrease in income in the province due to low prices of wheat and other things:

By Mr. Kinley:

Q. The people could not stand it?—A. : ou sibl
S P ot stand i The people could mot possibly

[Hon. Solon E. Low.]
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Q. We have been given the impression from what I have heard here from
you and what the other members have heard from you that you have been
travelling along very sound lines, and I do think that the provincial treasurer
of Alberta knows what he is talking about.—A. Thank you.

Q. Do you subscribe to the easy way that you people in Alberta seem
to think you have of getting over your difficulties?—A. Well, Mr. Chairman,
in answer to the question may I say I do not believe there is any easy way.

Q. I quite agree.—A. But there certainly are different ways.

Q. Sure.—A. And more sound ways, I may say, than some we are trying
at the present time. We are trying now to lift ourselves up here in Canada by
our bootstraps, and ‘we cannot do that. By “we” I mean the people of Canada.
We in Alberta are trying to change that.

Q. Your government has been in office how many years?—A. Since 1935;
that will be five years.

Q. Apart from, let us admit, a fairly reasonable administration of public
affairs, what other things have you done, having in view the monetary things
that we hear from that part of the country, to bring about a solution of your
problems?—A. I wonder, Mr. Chairman, if it would not be wise for me to
complete the little review that I have started and then come back to such
questions. I will be happy to answer the questions. I am mearly through with
that review. ' '

Now, the province of Alberta carried on the negotiations for the refundihg
on ithe basis of Dr. Viner’s report until such time as the outbreak of the war
Prevented us carrying on further. Up to the present, as you understand, it
has been impossible to complete an arrangement but the Aberhart administra-
tion is still determined to negotiate a refunding process on the basis of the
ability of the people to pay, one that is fair not only to the people but to the
bondholders and all concerned.

Mr. Chairman, we want to pay our obligations. There is no getting away
from that at all. We want to pay, and we want to retain the credit of the -
People of the province, and we want to have things on a sound foundation.

Now, Alberta came close to the 1st of April, 1936, facing a maturity of
$2,846,000 odd to be exact, feeling that they wanted to meet that maturity.
And when we approached the federal government for assistance we were told,
of course, that the only way that the federal government had of assisting any
Province was through some authority that had been given it to assist provinces
In meeting unemploynient relief expenditures, or if the province was bankrupt,
Yight on the verge of bankruptey, then they could help us. We were told that,
and I think that is true. That is the only authority the House of Commons

as given them. We approached the Bank of Canada on the 1st of April,
936, and we did not get any help from them. And we tried desperately to be
able to meet that maturity because we realized the same as you realize, the
Same as any serious minded person realizes, that it is a blow to the good stand-
g of any individual or any province if it has to go into default.

Q. Was it an absolute refusal or were there some conditions with which
You would not comply ?—A. Mr. Chairman, all I can say is that about the same
me the province of Ontario was having difficulties, as you see by examining

- ®Vidence given here before the Banking and Commerce Committee back in 1939.

Ontario wags having the same problems and were promised by the Bank of
anada that they would buy their treasury bills, and then they were refused.
T €y were having the same trouble exactly.

By Mr. Cleaver:
Q. Ontario did not default.—A. No, quite true. Somebody came to their
?‘SSIStance, we do not know who. Here is a thing you must know. We were
the peculiar position of having fought the financial institutions. The people
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of Alberta rose in a body and demanded better terms at the hands of the financial
institutions and the finaneial institutions did not feel any too happy about coming
to the assistance of the province of Alberta because of that.

Q. Would it not be fair to suggest that perhaps you lost the confidence of
the financial institutions?—A. No.

Q. By your wild-eyed promise to pay dividends?—A. No; I think it was
not that. We incurred their displeasure, definitely.

By Mr. Kinley:

Q. Mr. Low, was not this the reason: at the time you came to the federal
government for help did you not refuse to comply with the conditions that the
Minister of Finance wanted as a part of the arrangement?—A. Well, Mr. Chair-
man, in answer .to that I will simply say this: the conditions that were sug-
gested or rather the arrangement of the loan council suggested by the Minister

,of Finance had no bearing whatever upon Alberta meeting that maturity on the
1st of April, 1936. It was a suggestion that would have taken away from the
province of Alberta and from all provinces who become parties to it the right to
do as they saw fit with respect to their own finances; and the province of
Alberta did exactly the.same as several other provinces did; they refused to
agree to the loan council and it did not go through. But in spite of that fact,
however, other provinces received help. Saskatchewan received help.

By Mr. Tucker:

Q. They agreed to come in under the scheme if it went through, did they
not?—A. Quite true, but it did not go through. ;

Q. If you had done the same thing as Saskatchewan promised you would
have got help—A. It would have put a different complexion on the thing if it
had gone through. It had been set up for all provinces, if they agreed, but it
was—

By Mr. Cleaver:

Q. What part of the proposal did you quarrel with?—A. We simply refused
to agree to the set-up of a loan council to which all questions of raising money
would have to be taken.

By Mr. Slaght:
Q. Did you realize you were getting the money of other provinces that was

advanced to you?—A. Well, I do not know that that thought particularly came

into our mind but if it had, undoubtedly, we would have considered too that
they had had their hands in our pockets for years.
Q. They agreed to just what you refused?

By Mr. Cleaver:

Q. You, of course, knew by electing not to comply with the suggestion that
you were electing to default?—A. No, we did not, because we continued to tr¥
to meet the maturity in good faith right up until the day of the default. ‘

- Q. You still hoped to pay?—A. Yes, we did, and we could see no reasonable
reason why, facing the situation we” did, they should not have agreed to assist
us the same as they were willing to assist any other province.

Q. In regard to the question I asked you a moment ago, certain conditions
were laid down. You knew that if you did not accept those conditions you
would not get the assistance?—A. No, as I pointed out, the loan was not t0
be made contingent upon acceding to those conditions.

Q. But you knew that if you did not get the money for the loan you would
have to default?>—A. Right. ‘ ;

Q. So that you virtually elected to default?>—A. No, Mr. Chairman, I still
contend that we had reasonable ground to expect we would get assistancé
anyhow.

[Hon. Solon E. Low.]
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By Mr. Casselman:

Q. From where?—A. From the Bank of Canada or from the federal govern-
ment—particularly the Bank of Canada which was set up for that very purpose.

By Mr. Kinley:

Q. Do you think those conditions conform pretty nearly with the philosophy
contained in the report of Mr. Viner; that is you would be consoled and that you
would get along in a sound, reasonable and economic way?—A. Well, I am not
so sure of that.

Q. You believed in the good faith of the Minister of Finance?—A. Yes.

Q. And you defaulted. Every individual in this country, when he comes to
default, must submit to some kind of control.—A. You see, Mr. Chairman, the
Aberhart administration was perfectly willing to co-operate to the fullest extent
with the Minister of Finance in the matter of any further borrowings, and we
have done it under every circumstance since, but we could not see why a
proposal raised just at the time when we were facing the necessity of raising
over two millions of dollars should be put through very quickly just because we
had a maturity coming due on the 1st of April. -

The CuamrMAN: In other words, you refused to surrender your financial
autonomy.

The WrtnEess: That is right.
The CuamrmaN: I think we ought to try to get on with the argument.

The Wirness: Thank you, Mr. Chairman. Having defaulted, then, after
every single effort we could possibly make, we were in the default class and other
maturities came along quickly; and during the first year—in fact the first two
Years after April 1, 1936, when the default occurred—every single time a
maturity was about to come due we made further advances in an attempt to
get this thing straightened out, but, of course, we realized we could not possibly
do anything about the further maturities until such time as we had taken care
of the first one that had been defaulted. Obviously, we cannot discriminate
against any group of holders of our securities, the one group over another.
S_O this has accumulated until to-day we have, as I pointed out to you, something
like $13,000,000 in default. I gave it to you the other day. At any rate, the
aturities came along quickly, and I want to give you a list of some of those

1at did come due and show you how the schedule was impossible to meet
Without assistance.

The first one I shall point out was April 1, 1936, $2,846,000, with interest
fate at 6 per cent, and the reduced rate was 3 per cent; November 1, 1936,
$l,109,000 at 6 per cent on which the interest was being paid at 3 per cent.

here you have approximately $4,000,000 coming due in that one year of 6 per
‘ent honds. Now, it was simply impossible—it would have been under any
“rcumstances with the revenues available—to pay this off without assistance.

June 1, 1937, $1,650,000 at 44 per cent, and the rate on this was 2} per cent;
June 1, 1938, $2,000,200; January 1, 1939, $1,000,000 at 5% per cent; January 15,
$2:500,000, January 1, 1939, $750,000 at 5 per cent; September 1, 1939, $250,000
8t 5 per cent, and then there was another one in the beginning of that year
Making in all around $13,000,000. % ;

Now, as I said, the first default had a cumulative effect as the months
Passed, in that we could not possibly expect to take care of any of the maturities
COming due until we had first taken care of those that had been defaulted;
and 5o it has gone on until to-day we are paying interest at the reduced rate on
N0t only the unmatured securities but also on those that are matured and past

Ue, We continue to place the interest in the coupon fund in the bank to-day
%o meet, those payments, and if the coupons have all been clipped from the bonds

‘Which the holders have we have given them instructions to take the bonds to
87529
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the office of our paying agents on the dates when the interest is due and the
paying agents will endorse the amount of the payment on the back of the bond
itself, and they get their interest the same as in the past.

By Mr. Kinley:

Q. You did not meet the maturing bonds?—A. No.

Q. Is your policy also to meet the interest on maturing bond in part the
same as on unmatured bonds?—A. Oh, yes. ;

Q. You only redeemed in part the capital>—A. Oh, no, no; as a matter of
fact we have not redeemed any bonds in capital—just continued paying the
interest. '

Q. And if they are due—the ones that are maturing, you do not pay them?—
A. We cannot very well unless we can borrow, and we have to borrow
$13,000,000 to get them all cleared away.

Q. It would be difficult?—A. Yes, the only way it can be handled is by a
joint refunding operation, and that is what we are trying to accomplish.

By Mr. Black:

Q. It is established that eventually the province will pay the capital?—
A. We are determined to render the principal sum inviolate.

Q. Why are they selling at only 50 per cent of the face value if there is an
assurance that they are going to be redeemed at face value?—A. That is a
mystery to me. I want to point out in that connection that they have not been
active on the market, and I have seen a number of days where quotations were
given on the New York market or on the stock markets in Canada and you
simply could not pick up a bond at the quotations at all. That is a peculiar
condition.

By Mr. Slaght:

Q. Is there much of that $13,000,000 held in England?—A. Yes, there is
quite a considerable quantity of that, particularly the issue of stock, & per cent
stock.

Q. Have you had correspondence with the London Stock Exchange on the
subject?>—A. Yes, we have had correspondence with not only the Exchange but
with a good many individuals. Now, during the same period that these defaults
have been accumulating—and in respect to Alberta securities, I might point
out that our sister province of Saskatchewan—and we do not envy her this
assistance—obtained in May, 1936, $2,200,000 to meet a maturity. She did not
raise it out of general revenue, but she got it.

By Mr. Cleaver:

Q. That shows you the position Alberta was in—deliberately refusing t0
place herself in a position where she would receive similar assistance.—A. OF
does it in the alternative indicate a rather rank discrimination on the part of
those institutions that could have helped?

Q. I do not think you seriously suggest that?—A. I do very seriously
suggest it.

By Mr. Kinley:

Q. Why would they do that now?—A. It is difficult to understand, except
as I pointed out to you, this great series of conditions and circumstances.

Q. Is your condition worse than that in Saskatchewan?

Mr. StaguaT: Or British Columbia?

The Wrrness: That is entering into a new discussion which I think it not
relevant at the present time. To proceed, Saskatchewan received during th#
period up to May, 1939, $7,502,000 in meeting maturities, and they did not have®

the security that we had. Their debt was mounting much more rapidly than ours:

[Hon. Solon E. Low.]
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By Mr. Tucker:

Q. What are you speaking of?—A.. Saskatchewan.

Q. We want to be fair. Saskatchewan very definitely said to the Dominion
government that they would meet their conditions, and the same condition and
Proposal was made to you. Now, after all, I do not want anything said here
that is quite unfair—A. That is right.

Q. I am very favourable to your proposition, but I cannot sit here and hear
you say there was discrimination in favour of Saskatchewan against Alberta,
because the same proposition was put to your government as was put to the
government of Saskatchewan. You know that. You cannot say it is discrimina-
tion—A. That is the point.

Q. Our government said they would agree to go into it if it were set up,
and that is all that was required of the Saskatchewan government; the Alberta
government would not say it; but if they had said it they would have got the
assistance. Now, when that is the case I have no faith in statements like that.

The Wirness: However, to resume, then. I was pointing out that the
Province of Alberta is desirous of paying its obligations. We would be happy
and we would be ready, I am satisfied, as a people, for the province of Alberta
%o pay its obligations in full as they become due, if we could pay in goods that
are produced; but we cannot pay in goods. Our creditors are not ready to
accept, goods. What they want is money. If the goods cannot be turned into
Money, then, Mr. Chairman, how can we pay? We are anxious to keep our
Province in good standing, and for that reason we are negotiating just as fast
4 we can for refunding operations which, I am sure, will work out eventually.

ur whole aim and desire is to get this thing straightened out in an equitable
Way, equitable both to the people and to the holders of the bonds, and to relieve

€ people of the province of the burden, or some of the burden, at least, which -

€y are bearing to-day. We are anxious, Mr. Chairman, to preserve national
Unity, We are as anxious to do that as anyone. I was born in Canada. I am
& Canadian through and through. I am not just Albertan, I am a Canadian.

Will do my utmost for this Canada of ours. You do not hear me at any time
Setting off the east against the west. I have heard so much of that, and it
shoulq stop. But, Mr. Chairman, it must stop. I am sure that there are a great
Many people in this dominion who must hold the view and who express their
fEeling that it seems that the east is against the west and the west is against

€ east. I think that there must be a greater element of understanding as between
the east and the west. I do not say that the fault is here or there, but both
nlllSt.try to get together and to understand the other’s problems. Both must

aV‘? a more sympathetic interest in the other’s problems and be ref}dy to
sacrlﬁce, at least in a small measure, to assist one another. We are anxious to
¢ that done out in the province of Alberta.

Mr. Kintey: By deeds rather than words.

Mr. Hiun: Right. :

The Wirngss: Yes, by deeds. Yes, sir, we are anxious to do that and
(Vive Will show the people of this country, if we are given a chance. We have come
hOWn here to-day not to say that we have been dead right in everything we
ave done. Certainly not. What is right under one set of ecircumstances

Y be- dead wrong in another set of circumstances. But I want to tell

You thyy | nvineced that what the Aberhart administration did
o the time, ?xlln lgggl 1aifndC OII]S;36, was the only possible thing that they could do,
°Ping in mind all of the existing conditions. I want you to understand
thir Chairman, that I have no quarrel. T want to get along peaceably. 1
hmk you have given me a splendid hearing, and I want to go back feeling
at everything has been done fairly and squarely; and if I have done any-

0752\2 3
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thing or said anything here in answer to questions, in an attempt to bring up
illustrations, which has offended you, I sincerely and humbly beg your pardon
and withdraw. Thank you very much.

By Mr. Graham:

Q. Just to complete your financial picture—and I have every sympathy
with the province of Alberta in their ‘difficulties and I thoroughly agree
with the difficulties you have presented—I want to come to this: In the
financial record of the Aberhart government that you have presented and
the picture of what has been done, would that have been the financial record
had the province of Alberta, represented by the Aberhart government, not
met constitutional difficulties Would that have been the picture?—A. Had
they not which?

Q. Met certain constitutional difficulties?—A. That is possibly true. I
am sure that, at least, on the ground of constitutional difficulty the Aberhart
administration was refused certain things which they had asked for.

Q. So that this record is really not the record that the Aberhart govern-
ment would have shown had they been allowed to have gone the full length
of their own policy?—A. Well, that is hard to say, Mr. Chairman. I think
perhaps that we could have improved conditions quite considerably if we
had not been refused certain things we asked for.

By Mr. Ross (Calgary East):

Q. There are a few questions I wish to ask you, Mr. Low. The position
is clear, I think, in respect to this. If I present $100 worth of coupons,
I can collect only $50 for those. Is that not correct?—A. That is essentially
correct. .

Q. And I must surrender the coupons?—A. Yes.

Q. And that $50 I receive, according to your order-in-council, is accepted
in full satisfaction for and discharge of any interest?—A. That is right.

Q. That is right; full discharge and satisfaction?—A. Yes.

Q. And yet you quarrel with me when I call that repudiation?—A. Yes.
We do not call that repudiation. In fact, no one can call it repudiation
and be honest.

Q. You do not call that repudiation?—A. No.. ;

Q. What is your definition of repudiation?—A. When you refuse to pay
accounts definitely to be paid, if you can pay them.

Q. Yes. I will state the definition: Refusal to discharge a public debt:
You would add to that definition, I suppose, “if inconvenient to do 50"y
would you not?—A. Well, now, Mr. Ross, could I not refer for just a minute;
we will say, to the proposed Central Mortgage Bank and what was going 10
happen there?

Q. No.

Mr. Kinwey: That was terrible, too.

The Wrrness: Well, it was mooted and proposed by a body of men aﬂd,
was accepted by members of this committee; and further, your Farmers
Creditors Arrangement Act. )

Mr. Ross: Mr. Low, I do not want to take up too much time. If you do
not wish to answer that question, we will pass on to the next.

The Wirness: Mr. Chairman, just before he goes on, I do not evade
anything at all, and I want it definitely understood that I am here to try t©
make these things clear. I will not side-step. I want you to keep in mind
Mr. Chairman, that as I pointed out yesterday there can be no sanctity ©
contracts between any parties unless there is a discretionary authority veste

in the state to revise the terms of that contract when it becomes intolerable.
[Hon. Solon E. Low.]
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Mr. Grazam: Mr. Ross, would you mind if I put a question?
Mr. Ross: We will pass on from that for the moment.
The Cmamrman: Will you allow Mr. Graham the floor? Order, please.

Thg WirNess: There was a question here (indicating his right) which I
Wwould like to answer; would you mind stating the question again.

_The CHalRMAN: Mr. Ross has the floor. Mr. Graham has a question
Which he would like to ask if Mr. Ross desires to give him the floor. What
I8 your pleasure, Mr. Ross?

Mr. Ross: Oh, all right.

Mr. Grauam: I wanted to say this in support of Mr. Low; I think you
fan possibly answer with respect to repudiation that it is not repudiation if
the debtor finds himself incapable of paying.

The Wirness: That is right, very definitely.

Mr. Grauam: And that is the position you take, that Alberta cannot pay.
The Wirness: Provided, of course, that he is willing—

Mr. Granam: He is willing but not able.

The Wrirngss: That is right.

By Mr. Ross:
Q. In your statement yesterday you spoke of Mr. Magor, of Montreal,
I believe?—A. Yes.
Q. Did you say that he advised you, that he advised the government
of Alberta, to pay only 50 cents on the dollar and to default the rest?—A. No.
r. Magor’s advice, the general advice, contained in his recommendations
Was that the only possible way that we could put ourselves on a self-sustaining
481s would be to cut the amount of interest being paid, not all.
Q. Was he referring to refunding?—A. Oh, no; because—
Q. So you say he advised you to cut the interest to any extent and refused
t pay in part the principal only— —A. No, he did not. SRl
Q. Who did advise you then?—A. Well, Mr. Chairman, the question is not
Clear | do say this, that Mr. Magor did very definitely recommend that the
amount of interest being paid to the bondholders be reduced in order that we
ould halance our budget. ‘ feiy
Q. Well, with or without their consent?—A. Well, he didn’t say.
Q. You did not say what he is an expert in?—A. Well, at least he was
iui.ﬁclently expert, Mr. Chairman, that he had been recommended to us as
€ing very capable of assisting us in putting our house in ordqr, and he had
&lready been in Newfoundland and made a survey of the situation there.
3 Q. Is he an expert in finance, or what is he expert in?—A. I understand
€18 an industrialist and expert in finance as well. :
th Q. He is an industrialist, is he? Now, Mr. Low, passing that up for
1 € present; at one of our meetings you said, when I read Mr. Dz.zv:sson’s
etter to the committee, that you were going to produce the letter written by
avisson to you recommending Sousa?—A. That is right, but pardon
IIle:"MI‘. Chairman, I did not suggest that this letter was written to me. I
pol.nted‘out, and T took care to point out in this committee, that it was not
Vﬁ'ltten to me but that I had a copy of a letter which had been written by
avisson recommending Mr. Sousa. T : ;
I Have you got it with you?—A. I am having it sent down by air-mail.
hink jt, wil] be here to-day. NG S
ajp. ¥, You have not received the letter yet?—A. I think it will be here by
"mail to-day.
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Q. All right, we will pass that up for the present so we can get along.
Now, Mr. Low, I suggest this to you; that if the province is so hard up as
you have represented it to be that this committee must come to the conclusion
that Alberta is a bankrupt province now.—A. No, I did not say bankrupt.

Q. I think they will be bound to come to that conclusion anyway?

Mr. Jaques: No, the provinee is not bankrupt.

By Mr. Ross:

Q. At any rate, it is pretty hard up, we will put it that way. If the
provinece is so hard up I suggest to you that you are taking a great risk start-
ing a bank now which is very speculative and through which you are liable
to lose a number of millions more of dollars—A. Mr. Chairman, other banks
—would you like—

Q. Just a minute, until I come to the question. A. You have made a
suggestion which I think should be answered before you come to your question.

Q. What do you want to say?—A. I certainly want to say this, Mr.
Chairman, that I have presented a picture of the conditions which brought
Alberta to the situation in which she now finds herself, and I have also
pointed out that the Aberhart administration has managed the affairs of the
administration of Alberta very well indeed, and has done a good job of
housekeeping.

Q. I have not been finding fault with that—A. Right. And we have been
able in the province of Alberta for the last three years to live within our means,
which is something that very few countries are doing to-day; and therefore in
spite of all these disabilities we are progressing, when we are able to maintain
the payments that are scheduled in the order-in-council, when we are willing
to go ahead and negotiate for a refunding arrangement to get us an even keel
again and still remain in control of the debt situation; any province which can
do that, that is willing to do that, Mr. Chairman, should, I submit have the
right to set up a bank and to operate it.

Q. You were boasting that the province was able to finance— ' —A. T was
not boasting.

The CuairmAN: Neither boasting nor glowing.

By Mr. Ross:
Q. Right, then—
Mr. SuagrT: More in sorrow than in anger.

By Mr. Ross: ;
Q. As a matter of fact, you are doing that because you are defaulting—
A. Does it hurt the hon. member to know the truth?
Q. Because you are defaulting—just a minute until I have finished my ques-
tion—because you are defaulting half of your interest; and furthermore, because

you have increased taxation to the extent of approximately $10,000,000 a year;

is that not correct?—A. No, it is not correct, Mr. Chairman,

Q. It is not correct?—A. No, sir. The hon. member is misinformed.

Q. All right then, I have your answer. You have increased your taxation?—
A. Yes, sir.

Q. You have defaulted your interest to the extent of one-half the interest
on the bonds and other indebtedness to the province?—A. That is right.

Q. Well, now, if you can boast of having done that— —A. We were no
boasting, Mr. Chairman; could we find another word, Mr. Chairman, for the
hon. member? |

Q. “Asserted”, how does that word suit you?—A. All right.

[Hon. Solon E. Low.]
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Q. You are asserting that you were able to carry on without any loss on that
basis. Now, I would suggest to you that you repudiate the whole of the
Interest, repudiate the principal as well, and then you could come before this
committee and could assert then that you were making a handsome surplus each
year—A. Might I ask the hon. member if that is his policy, to repudiate; that
would be repudiation.

Thp CHAIRMAN: He has just stated that; Mr. Ross makes that as a
suggestion.

The WirNEss: Yes, he makes the suggestion.

The CHAIRMAN: Are you serious in that suggestion, Mr. Ross?

Mr. MacponaLp: I do not think that is a serious suggestion.

The Caamrman: I think it would be unfortunate for you to allow that to go
on the record, if I might make the suggestion.

Mr. Ross: I was just asking him if the government might not do that.
The CuarMaN: I doubt if that is the way the record will read,

The Wirness: That is not our suggestion at all, we do not want to
repudiate.

By Mr. Ross:

Q. You are defaulting one-half of the interest now; why not default on the
other half and on the principal as well>—A. Tt would be most wrong if we were
to default on the other half if we could pay it, as long as we can pay it; and we
do not intend to do that; as long as we can pay we are going to pay as much
as we can.

Q. Would it be any more wrong to default on the other half of the interest
than on the first half?—A. It would be if you could pay that second half.

Q. You cannot pay the first half but you can pay the other half?—
A. Yes, sir. '

" Mr. Ross (Calgary East): I wish to point out to you that according to the
Canada Year Book, page 942, at confederation we had nineteen banks in Ontario
and Quebec, five in Nova Scotia and four in New Brunswick. Of these banks
- In the maritime provinces only one is operating to-day. The smaller banks,
apparently, have very little chance of succeeding.

Mr. Jaques: Why?

Mr. Ross (Calgary East): 1 was just pointing this out. The small banks
have very little chance of succeeding. Since confederation a number of other

anks have started up and they have been merged with the bigger banks or else
gone to the wall.

Furthermore, according to the Canada Year Book of last year, at page 944,
the reserves in the commercial banks of Canada fell in 1931 _from $162,075,000
%0 $133,750,000 in 1938. So that even these big banks are having a very difficult

me in getting along. i

Mr. Brack: On a point of order, Mr. Chairman, I just wonder if it would
0t be wise for Mr. Ross to confine his questions to the subject of whether or
N0t Alberta can pay. There was an understanding among the members pf the
°°mmittee, as I understood it, that we were going to deal with the question of
Albertg’s ability to pay, first, and satisfy the members of the committee upon

8 head. Once that is accomplished, we will have done something and then

€ can go on with other questions. Mr. Ross is asking questions which ‘pear
Upon the advisability of giving Alberta this bank, in a general way, and certainly
80 not bear specifically on the question of Alberta’s ability to pay, which is the
Ubject under discussion this morning.
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The Cramrman: I think, Mr. Ross, the understanding was that this day
should be devoted to Alberta’s ability to pay. I suggest that the questions should
as far as possible be directed to that particular subject. I should just like to
ask if the figures you quoted were in regard to profits?

Mr. Ross (Calgary East): Reserves.

The CrarrmaN: The inspector of banks has raised that point.

Mr. Ross (Calgary East): It was with respect to the reserve in the different
banks of Canada in those two periods.

Mr. C. S. Tompkins (Inspector-General of Banks):

Mr. Chairman, I do not quite recognize what the honourable gentleman is
referring to in the way of reserves. I think perhaps he might have had reference
to earnings.

Mr. Ross (Calgary East): No; reserves.

Mr. Tompxins: The reserve funds of the banks might or might not
fluctuate, as they have in the past; and, of course, it is a matter of public record
that the profits of banks have fallen off.

Mr. Ross (Calgary East): 1 am quoting from the Canada Year Book of last
vear; I do not happen to have it with me, but I am referring to page 944. I took
these figures from the book.

Mr. Tomprins: I will have a look at it.

The Cuamman: I suggest that the questions be directed as far as possible
to Alberta’s ability to pay, for the balance of the morning.

Mr. Ross (Calgary East): What I was directing these questions to was
Alberta’s ability to go into a speculative business of this nature, and whether a
province that is so hard up and is going to risk millions more in a speculative
business of this nature is doing the wise thing. I think I should have the right
to proceed, Mr. Chairman.

Mr. Brackmore: I do not think the honourable gentleman is well advised
to go on, for the simple reason that it is one of the easiest things in the world
to get into first one thing, then another and then another, until you are 1n
complete confusion. If we organize our discussions in a sensible, logical way,
as a deliberative body of this kind should, we will be able to deal with these
questions point by point; then we will be finished and be able to answer
Mr. Ross’ questions. The last few questions he has asked have borne on the
advisability of Alberta having a bank, which is the whole subject under
discussion. What we are trying to do is to narrow it down to one aspect of
the question, and that aspect is Alberta’s ability to pay.

Mr. KinLey: Are we confined this morning to the question of Alberta’s
ability to pay?

The Cuairmax: I thought so.

The Wirness: Yes, Mr. Moore; until we were finished, and then if there 18
anything more on that matter I would be happy to answer it. _
% T}‘l?e CHARMAN: Are there any other questions bearing on Alberta’s ability
0 pay

Mr. Brackmore: Mr. Chairman, as the sponsor of the bill, I should like t0
know definitely whether the idea of the members of this committee is that
Alberta could pay more, or, if she could not pay more, whether the evidence
which has been adduced to-day is satisfying? If there are flaws in the evidencé
let us have them brought up, and then we can go on to another aspect of the
question.

Mr. StacHT: Mr. Chairman, I have a few questions which 1 should liké
to submit to Mr. Low. Before doing so I want to pay him a compliment an

say that in my view he has shown very marked ability in dealing with financi2
[Hon. Solon E. Low.]
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Mmatters and that he has conducted himself under some difficulties here when we
are all shooting questions at him, with dignity and ability. 1 should also like to
Say to him that I am of an open mind on this matter, but I have some grave
fears and doubts. Will you take my question in that spirit?

The WirNEss: Yes.

By Mr. Slaght:
. Q. As I gathered, you are endeavouring to persuade us that it is absolutely
‘Impossible for Alberta to pay the defaulted interest on some $11,000,000 and the
defaulted principal of some $13,000,000?—A. Mr. Chairman, that, esentially, is
the case. I would say not to persuade but to convince.

Q. What you are putting to us is a statement of your position?—A. Yes.

Q. That you have not paid during the past five years because— —A. We
couldn’t pay.

Q. —because you couldn’t pay?—A. That is right.

. Q. How did your default last year compare as to principal and interest
With the default of the year before, not in exact figures but roughly?—A. In
Interest it would be approximately the same, just over $3,000,000; about
$3,200,000, if T remember correctly. In principal during the year 1939, the
ollowing amounts—

. Q. I do not want the details; you would know in the main.—A. $4,500,000
I principal. :

Q. Comparing it with the year before, your default was as severe last
Year, was it not?—A. Yes; perhaps a little more.

Q. As you told us, after five years of default your financing becomes
CUmulatively more difficult?—A. That is right. Let me qualify that, would
You mind? It would become cumulatively more difficult if we were to pick up
all of these, but it becomes now a matter of complete readjustment through a
Te-financing operation.

Q. Am I right in thinking that you are putting to us, hardly looking to
the future with optimism, two ways out for you: The first, to bow your necks

the regulations which the Bank of Canada put to you and which you refused?

hat would be one way to get help, would it not?—A. I am not sure, Mr.
airman, in answer to the question, that the Department of Finance and the

ank of Canada are still proposing that loan council method. .

Q. Have you approached them now in your dilemma with the suggestion
that yoy change your mind and submit to what Saskatchewan submitted to and
What they put to you?—A. Well, I have had a number of conversations with

€ Minister of Finance and his deputy, Dr. Clark, and, as a matter of fact,
?;eﬂsluggestion has never been made by either of those two men to me or by me

em. \
Q. They would hardly want to push money on you?—A. No.
; Q. Is it a fact that you have not gone back to them and shown any weaken-
I&g In your refusal to adopt that method of being able to pay?—.A. We' have,
I. Chairman, agreed to co-operate fully with the Department of Finance in any
Possible way that we could to straighten our affairs out.
th Q. Except the way they asked you to?—A. No, we have not even excepted

8. That has not been mentioned specifically since 1936.

5 Your position, as I understand it, is that you as a province are unable
9 Pay your debts in full as they mature?—A. That is right. :

Q. That, I can tell you, is the legal definition of bankruptey as applicable to

Corporation, in fact; would you agree with that?—A. Well, at least, when
. '€ considers that the original schedule of maturities of principal was absolutely

ol Possible and as a rearrangement of such schedules has been going on in other
a¢es all during these years and might still be made in connection with Alberta’s

ebt, then could hardly say it would be bankruptey.
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Q. I am not suggesting bad faith, and I do not want to put you in the
position of having to say on the record that your province is bankrupt, but
I point out to you that lots of individuals and corporations go into bankruptey
because they are unable to pay, and sometimes not-in good faith. The second
way out for you, I suggest, would be to get your bondholders together and get
them to sit down and agree with you upon a plan which would lessen your
burden.—A. Surely, that is right.

Q. If your thesis is right, that you are unable to pay, I am unable to see
a third way out, although you may be able to direct me to a third course. The
two courses are to agree to what this bank asked you to do, with the govern-
ment behind them, or to sit down with your bondholders and try to reach am
amicable arrangement that will let you go on. Is that a fair way to put it?—
A. I think, yes, naturally, any refunding programme would necessitate sitting

* down with the present bondholders and arriving at some arrangement.

Q. That being so, you were in the throes of trouble because you had not
yet adopted either of those courses successfully, had you?—A. Well, at least,
because the second one had not worked out, surely.

Q. However, you have not been willing to adopt the first one I put to
you?—A. Quite true.

Q. That being so, you agree with me these are the only two ways out.
Let me suggest to you that you have to reassure me.—A. There is just one
other one whereby there is a way out perhaps, and that is a refunding some-
where else outside of an agreement by arrangement with the present hond-
holders and that would necessitate an underwriting of the whole debt by some
big institution.

Q. That would necessitate getting somebody willing to loan you money?—
A. That is correct.

Q. You have not been able to get an offer of that kind?—A. The Rowell-
Sirois recommendations naturally bring in a third method, where we would
dump off the debt on the shoulders of the dominion,

Q. Now, I put this to you: Am I not justified, so far as the provinee of
Ontario is concerned, before furnishing you money to say to you, please go
and solve your present inability to pay in one of those two ways before you ask
Canada for a charter that will enable you to run an ordinary banking busi-
ness?—A. No, Mr. Chairman.

Q. That is my trouble—A. I would think that answer would not help
because we feel that if we can receive a charter for our bank that it would
make it possible for our people to pay. In other words, it would increase the
ability of the people of the province to pay quite definitely.

Q. You would not think that was boot strapping de luxe, because you are
going to take the bank money which is only put there by the province from the

~ taxes of the people?—A. No.

Q. And then loan it out to them and make them prosperous so that they
can pay more taxes in and pay your default?—A. Well, of course, that is 8
different approach to the problem. Here is the situation. I would like to
make it quite clear in answer to the question that surely if we can succe
through the use of a provincial bank in industrializing to a degree the province
of Alberta, we are certainly going to increase the ability of the people to pays
and once their ability to pay is increased there would be no reasonable excuse
for our not paying our obligations.

Q. In the meantime the eight other provinces are to go on dealing with
chartered banks as they have since confederation—A. That is up to them
entirely. If they would like to have their own banks they can have them too0:

Q. You were good enough to tell me it is conceivable if you get your charter
for a bank that you might owe some $8,000,000 to the Bank of Commerce and
other substantial sums to the Royal Bank. You remember telling me that?—

A. I would not think that the bank in Alberta would get to that point.
[Hon. Solon E. Low.]
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Q. That is only a figure T suggest; but to a degree, a large indebtedness.—
A. Essentially, but at the same time the banks might also be indebted to us.

Q. Now, then, if that were so the province is the only real source for these
creditors getting their money back. Is not that so?—A. In the last analysis,
yes.

Q. And you would agree with me that if your province is unable to pay
now maturities that come due every year and are unable to pay the interest on
them it will be difficult to suggest how they would be able to pay such debts as
those?—A. Well, Mr. Chairman, the only answer I can possibly give to that
Is this: that a similar situation can be envisaged at the present time in every
province in Canada.

Q. No.—A. In every single province in Canada.

Q. They are not asking us for the right to establish commercial banking.—
A. That may be quite true, but they are asking to enter into other things. You
have in Ontario the Ontario Hydro Electric Company that went out and began
to compete with other big businesses. What for? To enable the people to
industrialize at a lower cost, to compete in the markets of Canada.

Q. I do not want to interrupt you, but you are really backing away from
my question.—A. No, I am coming to that. .

Q. —which was this suggestion: if you have not been able to pay and if
We are to accept your absolute inability to pay these maturities for the last

ve years amounting to $12,000,000 in principal and a similar amount in interest
approximately, how on earth can you expect to pay millions of dollars to the
- Creditors if your bank went wrong. How could you pay that if you cannot
bay your existing obligations?—A. This is the answer definitely, Mr. Chairman:
the honourable member has had, I am sure, experience with refinancing corpora-
tions. Surely he has had experience with several corporations that have gone
down to near bankruptey and he has seen boards of directors get together and
Set up administrators, set up new boards for the purpose of refinancing and
rehabilitating those corporations with the prospect of their being able. to pay,
and giving that corporation certain concessions now which would assist them
to get, on their feet and increase their ability to discharge their obligations. That
18 all we are asking.

Q. Then, would it be unfair for us to say to you: go and take one of the
two plans that you have told us are the only two possibilities for an out; that
IS an arrangement with the Bank of Canada by taking on conditions you do
1ot like, or getting your bondholders together and getting a clean-up with them
O your past obligations. In other words, get out of bankruptcy used in the
Sense, unable to pay your debts in full and come back and say, now we are
the kind of people that ought to have a chance to run a bank. I suggest to you
T you can do one of these two things and come back you would be in an
Infinitely stronger position. Do you agree with me?—A. If you would just
clude this'with it; give us the power to do so. Say to us we will be glad to
assist you to get yourself on your feet so you can help yourself to meet your
Position, by granting us this bank charter. g :

- Q. As far as T am concerned—I am not a member of the admlmst;ra.tlon——
I think you will find this administration are prepared to help you in every
Teasonable way.—A. Quite; I appreciate that. : )

Q- But not at the expense of the pocketbooks of eight other provinces unless
You show a capacity to run a bank.—A. Well, it is quite true, 1s 1t not, M_r.
_hairman, that to-day Alberta is paying $19,000,000 net a year, in tariff
Mereases while the province of Ontario is receiving some $51,000,000 a year

Ore than she pays.

The CuamrMan: No, I would not agree with that. If you ask me the

Question T would not agree with that at all.
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By Mr. Slaght:

Q. I am afraid I am not sufficiently an economist to discuss that with you.
I want to conclude these questions, and I shall do so in a few moments. You
see my difficulty.—A. Yes, I see the point.

Q. Coming to us as a province, and we accepting your terrific good faith and
accepting the fact that you found on your doorstep a terrifically bad situation
five years ago, you have had two ways of curing it and so far, let us say, from
political stubborness, if you like, or financial stubbornness, you refused to accept
the conditions that the province alongside you—which 1s in greater stress, I
suggest, than you are—was willing to bow to, you did not take either alternative,
you have not been able to persuade your bondholders to make a friendly arrange-
ment, and you still say that this is a good time to give you the tremendous
power to loan money of the other provinces, to incur obligations with the other
chartered banks, and yet you cannot pay your debt to-day. Yet you want that
chance to go on. That is my trouble, my whole trouble in this situation. There
is one other point. I asked you yesterday to give me some details of the lawsuit
which you are defending against bondholders who are suing—A. Yes.

Q. Can you give me that?—A. Yes, I can.

Q. I do not want a lot of detail. You said the cases have not been decided.
As I gathered it, they are somewhere hanging in the courts?—A. Yes, I have
here, Mr. Chairman, and I am prepared to submit to the committee, a wire from
the attorney-general in answer to the request that is made for information. This
is what he says: “No fiat re debt or interest on debt has been refused.” Now,
that is the first thing. In the second place—

Q. All T am interested in is this: you have been sued. Writs have been
served on you. Are you fighting those ereditors, or are you consenting to judg-
ment on obligations that could have no possible defence by you except on
repudiation?-A. The only suits that have been entered and are now in process
are suits taken by the Independent Order of Forresters against the Lethbridge
Northern Irrigation District whose bonds the province of Alberta guaranteed.

Q. They entered the province as a co-defendant?—A. No.

Q. Then I am only interested in suits that the province as such is defend-
ing?—A. We are not defending any on the debt; just indirectly, as I said, by
having a suit entered against the corporation whose bonds we have guaranteed.

By Mr, Tucker:

Q. And in that suit the Privy Council found that your steps had been ultra
vires?—A. They found that the Guaranteed Securities Interest Reduction Aect
and the Provincial Securities Interest Reduction Act were both ultra vires;
and the judgment, by the way, was given against the Lethbridge Northern
Irrigation District.

By Mr. Slaght:

Q. You said my suggestion of coming back to us when you, so to speak,
cleaned the situation would be fair providing in the interval which, I suppose
would mean six months until another session, the federal government were
willing to cooperate with you in assisting you. What form of cooperation did
you ask under that thought?—A. I had in mind more particularly granting us
the charter for a bank.

Q. I am afraid you have not apprehended my question. A. It is quite—

- .. . which was that it would be dangerous to grant you a charter
for a bank until you show us your ability to clean your own doorstep for
debts you can pay?—A. I insist we have shown our ability to manage the
horse that we have got on, and we have kept that debt from increasing
We have lived within our means without as much revenue as was ha

in many years past, and surely, having demonstrated our ability to handle that—
[Hon. Solon E. Low.]
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Mr. KiNLEY: As trustees.
The Wirxess: Yes.

By Mr. Slaght:

Q. Any merchant can keep out of bankruptey if he just refuses to pay and
nobody sues him. Of course, he can prosper and have a good time in the doing
of it. You have not paid your debts?>—A. True, but I point out to you, sir, that
we have been doing all these things on less revenue than other government’s
have had in the past.

Q. Then there are no lawsuits pending at all>—A. No.

By Mr. Hill:

Q. I want to ask Mr. Low if legally the province of Alberta could have
taxed the interest on those bonds down to a certain level which they thought
was a fair return on the bonds—if they could have legally done it?—A. Mr.
Chairman, the bonds in the main had been issued tax free.

Mr. Brackmore: Before we adjourn, Mr. Chairman, I wonder if the
members of the committee would like to select the particular aspect they would
like to discuss when we meet next so that we could be prepared for it.

The Cuamrman: I think we will have a free for all at our next meeting.

Mr. BrackMore: Mr. Chairman, there is one other matter which was

 raised ; it is the matter as to whether Alberta was trying to tax the banks out

of existence; I wonder if the members would try to discuss that first and then
have a free for all afterwards?

The CuarrmaN: The committee will adjourn to the call of the chair.

The committee adjourned to the call of the chair.
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MINUTES OF PROCEEDINGS

Tuespay, July 23, 1940.

,..) The Standing Committee on Banking and Commerce met at 11.00 a.m.,
the Chairman, Mr. Moore presiding.

Members present: Messrs. Blackmore, Bercoviteh, Blair, Casselman
(Edmonton East), Claxton, Cleaver, Coldwell, Eudes, Fraser (Peterborough
West) Graham, Harris (Danforth), Hazen, Hill, Jaques, Kinley, Lacroix
(Beauce), Laflamme, Lapointe (Lotbiniére), Macdonald (Halifax), Macmillan,
McNevin, Mayhew, Moore, Perley, Ross (St. Paul’s), Slaght, Thorson, Ward.

In attendance: Mr. C. 8. Tompkins, Inspector-General of Banks, Depart-
ent of Finance, Mr. F. P. Varcoe, Counsel, Department of Justice, Hon. Solon
E, Low, Provincial Treasurer, Province of Alberta, and Mr. D. K. MacTavish,
K.C., Counsel for the Government of Alberta.

. The Chairman read a letter received from Mr. Robert Magor, Montreal,
With respect to evidence given by the Hon. Mr. Low on July 18th.

Hon. Mr. Low made a statement and his examination was continued.

Mr. F. P. Varcoe of the Law Branch, Justice Department, was called for
- & statement on the constitutional power of parliament to enact the legislation
Proposed under Bill 26, and was examined.

Mr. MacTavish, Counsel for the Government of Alberta, made a brief
- Statement,

i b As requested by the Committee on July 17 (page 36 and 37 of the evidence],
0 Mr~ Low filed a copy of a letter signed by A. Davidson, Mayor of Calgary,
z respeeting Mr. J. J. Sousa. (See Appendix to this day’s minutes of evidence.)

At 1.05 p.m. the Committee adjourned to the call of the Chair.

R. ARSENAULT,
Clerk of the Commattee.







MINUTES OF EVIDENCE

House or Commons, Room 368,
July 23, 1940.

The Standing Committee on Banking and Commerce met at 11 a.m.
The Chairman, Mr. W. H. Moore, presided.

D. K. MacTavish, K.C., appeared as Counsel for the Government of
Alberta.

Hon. Solon Low, Provincial Treasurer, Province of Alberta, re-called.

The Cramman: Order, gentlemen. We have a quorum. I have received
4 letter which I think should be placed on the record. I will ask Mr. Tompkins
to read it.
Mr. Tompkins (Inspector General of Banks): This letter is dated July
20, 1940, and is addressed to the Chairman, Commons Banking and Commerce
Ommittee, Ottawa, Ontario. It reads:—
In a Canadian press report of July 18th, it was stated that the
Honourable Solon Low, Provincial Treasurer of Alberta advised your
1c committee that the reduction of interest rates payable on Alberta’s bond
g5 indebtedness in June, 1936, was on my recommendation.
45, The CHAIRMAN: By the way, this is a letter from Mr. Magor.
Mr. Tompkrins: Yes. It is from Mr. Robert J. Magor. It continues:—
It was further stated that my advice on the whole financial set-up
was adopted in full. These statements are not correct.

¢ The functions that I performed in Alberta were:—
e Ist. To examine and certify the financial standing of the Province as of
X the day when the present Alberta government came into power. This
was requested because there was considerable controversy as to the
1% the financial condition of the province when the previous govern-
o ment went out of power.
1 2nd. T was to draft, on an orthodox basis, the budget for 1936.
15~ Both of these functions I performed during my stay. Being thgre
Ik prior to their first default, I recommended most strongly to Premier
' Aberhart that he should accept federal Finance Minister Dunning’s
loan council scheme and this would automatically result in a lower rate
of interest, because of the additional security of the federal government
guarantee, which the bond holders would secure, thus resulting in an
ke increased market price and a greater assurance of interest payment.
Vi This advice was not followed.

The recommendation which I made to the Alberta Government
was similar, in principle, to the reconimendation which T m,ade to the
Amulree Royal Commission, which dealt with Newfoundland’s problems
in 1933. This recommendation, as you know, was finally adopted, the
interest of the Newfoundland national debt being redl’xced approximately
2 per cent on the strength of the British government’s guarantee.

Yours very truly,

o

R. J. MAGOR.
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The CHAamrMAN: It might be as well to let Mr. Low have the letter, if '7
he would care to make a statement. "

The WirnNess: Yes, Mr. Chairman. I am rather surprised to have the
information, and naturally I would not be able to make any statement to the
committee on the second part of it until I have had a chance to check its
accuracy with the government of the province. I think I made it quite clear, -
Mr. Chairman, on the second or third day of the hearings before this committee, -
that I was not then a member of the administration, and therefore I would
have to check some of the things that were asked with those who were there
and who were more familiar than I would be with the actual facts of the
case.

However, I can say this, Mr. Chairman—and I think it gives me the real
opportunity to say it. It is quite true that Mr. Magor’s functions were as he
outlined, but we must not overlook the fact that his work in connection with
the budget of 1936 was exactly what I was talking of when I made the statement.
It was not in connection with any subsequent advice which he might have given
as new things arose and before he did leave Alberta. He does not deny
this letter that he did recommend the reduction of interest, but he does say
that I was wrong in claiming that we had adopted in full his recommendations. =
I pointed out—and I can quickly turn to it, I am sure—that there were two 4
things, Mr. Chairman. This will be found on pages 50 and 51 of the minutes =
and proceedings of this committee on Wednesday, July 17; that is, No. 2.
pointed it out on page 51, in answer to a question of Mr. Thorson’s where Mr. =
Thorson said, “Now, are you suggesting that the Bank of Canada would make =
a report regarding Alberta on a different basis from the report which they made
with regard to Saskatchewan, with different motives in mind?” I said, “No, I
think perhaps there are two things which must be kept separate. Each of the
provinces, Saskatchewan, Manitoba and Alberta, did make requests of the

" Bank of Canada. In the first place they made requests for interim assistancé
until such time as the Sirois royal commission report was issued and imple=
mented. That was to help them carry on their existing services. Secondlys =
they made application for assistance in meeting their maturities. The report 4
that I mentioned had to do with the requests for interim assistance, but other =
requests were made by Alberta, Saskatchewan, Manitoba and British Columbi® =
that I know of, for assistance in meeting their maturities.” It was in connectiof =
with Mr. Magor’s work in building or assisting the Alberta government %0 =
build their budget for 1936 that I made the statement. I have no recollectio® =

By of any statement ever being made by any member of the executive council 0F =

fa any document ever being shown to designate that Mr. Magor did advise, 8

s he states, acceptance of the loan council proposal. Now, it may be true. But %

B I want to point out most definitely here that the two *things were absolutely

o separate: and all of these things which he did propose in connection with the =
building of a new type of budget, setting the province on a new basis at the =
beginning of the year 1936, were adopted. 3

Just to show you, Mr. Chairman, that the matter of building a budget t0

- provide for existing services—including the servicing of the debt, the interest
to be paid by the province—and the matter of providing for maturities, we* =
two separate things and were not considered as one, I want to point this ve€&3 -4
important thing out to this committee. In January of 1936,—on the 15‘ﬂf 5
of the month, as a matter of fact—there was a maturity of $1,577,000 01 i |
Alberta bonds, and Alberta met that maturity by borrowing from the federﬂf B
government. That amount is set forth on page 20 of the public accounts %
Alberta for the year 1936, a copy of which I have here and which any of y(ﬁ"i‘a

/]

may examine. It was naturally expected that any other maturities that wo¥ o
come due during the year 1936 would be met in exactly the same way as W%

maturity was met, in the same manner as other maturities were being met.
Jory [Hon. Solon E. Low.]
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Mr. Creaver: I wonder if Mr. Low would rather conclude his statement
before any questions are asked of him?

The Wirness: I would.

Mr. CrLeaver: Because he has made a statement just now which I do not
: think is accurate.
S\ The Wrrness: 1 would be happy to pause, Mr. Chairman, to be corrected
: ere, as I do not want to make statements that are not true.

By Mr. Cleaver:

Q. Is it not true that you did get assistance in the early part of that year ?—
A. In 1936?

Q. Yes, in January; January 15th?—A. Yes.

Q. Yes; and is it also not true that you, subsequent to that, introduced
legislation which had the effect of repudiating your undertaking—Alberta’s
undertaking—in regard to the loan council? That is, you introduced legislation
Cutting the interest rates on Alberta’s bonds in half?—A. It is quite true, Mr.
Chairman, that subsequent to the date that I mentioned—aJ anuary 15th, 1936—
legislation was put through providing for the cutting of the debt. '

Q. Yes, and is it true— —A. Pardon me—interest on the debt.

Q. Yes?—A. And just in connection with that, it is also true that this
1egisl-ation was never implemented. The actual reduction of interest came
about, by order in council in May of 1936, which was later—what should I say?

here is a definite word that has just left me for the moment. I have it now—
‘Which was later validated by legislation at the next session.

By the Chairman:
Q. Implemented?—A. No, validated by legislation.

By Mr. Cleaver:

Q. Yes. But is it not true that a series of wires were exchanged between
the Premier of Alberta and the Minister of Finance here at Ottawa, quite dis-
t1nctly indicating the fact that Alberta was warned that if she persisted in the
CUtting down of interest rates compulsorily on her bonds, she would not get
a8sistance from the federal government?—A. Well, that perhaps is true, but it
; Came later.

p Q. Well— —A. Just a minute. It came after—

(i Q. No, in March. These telegrams were exchanged in March, before the
£ default A That is quite true.
:

r.

%

:

RO

Eam

Q. Yes. And is it not true that it was very clearly indicated in those

b Clegrams that if Alberta persisted in the compulsory cutting down of the
. ‘erest rates, she could not get assistance from the dominion government?—A. All
tight, M. Chairman, in answer to that— . .

Q. No, no—A. I must answer that in this way. There 1s certainly a
il/}lahﬁcation. I cannot answer “yes” or “no” when there are qualifications,
- I Chairman. That legislation, mentioned by M. Cleaver, providing for the
i‘\ Amnpulsory reduction of interest on the bonded 1ndebi_;edness of the province of
' Ihertq was never implemented. It was never proclaimed. !

Q. No. But I am saying that in the exchange of these telegrams starting
J o the 1o(p of March and extending right down to the actual default, the gist
3 Qf the telegrams clearly indicates that Mr. Aberhart was distinctly told that if
! bﬁ Persisted in his determination to compulsorily cut the mtegest rates on Alberta

in half, he would not get federal assistance—A. All right. That may be.

Q. Yes?—A. But— ; X :

Q. All right.—A. But the default—the cutting of interest really did not take

Place unti]l after the default on April 1st.
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Q. You said that that may be, and I suggest that there is no “maybe” about
it. You are surely familiar with all those telegrams?—A. Yes, sir.

Q. Yes. Then is it not a fact that the Minister of Finance at Ottawa did tell
Mr. Aberhart that if he persisted in that, he would not get federal assistance?—
A. Yes. But I am still pointing out to you and to this committee that the
actual cutting of the interest did not take place until after they had allowed us
to default.

Q. No, no.—A. That is right.

Q. You not only passed the order in council— —A. In May.

Q. In March.—A. Not the order in council.

Q. It came out in the press?—A. Mr. Chairman, we did place on file with
the committee a copy of the order in council.

Q. I should just like to read one of the telegrams.

Mr. CopwerL: May I ask what clause of the bill we are discussing? I was
attending another committee.

The Cuamrmax: I should explain perhaps that we are not dealing with the
bill by clauses. The bill has not been referred to us. It is simply the principle
of the bill.

Mr. CorpweLL: It is only the principle? )

The CuamrMaN: The principle of the bill has been referred to the committee. 4

Mr. CoLpweLL: Not the bill itself? gl

The CuarmaN: The principle of the bill. o

By Mr. Cleaver:
Q. I am reading from a wire of March 17th from Hon. Mr. Dunning to the
Provincial Treasurer of Alberta—A. Yes. Go right ahead.
Q. It reads:— {

Your letter requesting dominion loan to assist you in meeting J
April first maturity reached me simultaneously with premier’s newspaper ;
announcement that province was about to introduce legislation reducing 1
interest rates on outstanding debt apparently without reference to pro- i
posed loan council arrangement. Announcement has already had seriou® Ti
adverse effect, on market particularly for western provineial bonds . . -

Then followed an exchange of telegrams—I need not read them all—where it W85
plainly put up to Mr. Aberhart that he must either retract from that stand k ]
or he would not get assistance from the Dominion of Canada; and he did n0
retract from that stand. 1
Mr. BercovitcH: Was there an exchange of telegrams? ‘
Mr. CLeaver: Yes. There are many of them—pages of them.
_ The WrrnEss: I have tried to point out—and I want to be patient, of cours®
in all these things—that although legislation may have been in contemplatio?
at the time that these telegrams were exchanged, and though the intention was
clearly intimated by the premier that he would have to take that action unt® ‘
the circumstances and with all the conditions taken into consideration, the actud” (78
order in council for the purpose of reducing the interest on the bonds was B¢
put. through until May 30 of 1936.

el ous‘r

o e manat

By Mr. Cleaver:

Q. Yes?—A. After the default had taken place.

Q. Yes?—A. And, furthermore, this order in council was not based UPOI;
any legislation then existing. It was validated at a later session of b
legislature by actual legislation.

[Hon. Solon E. Low.]
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Q. Yes. You, of course, know, Mr. Low, that at the time these telegrams
were exchanged, just prior to your default of April, 1936, all the Department
of Finance at Ottawa had at that time was a gentleman’s agreement, a verbal
indication from the different provinces, that they would come in under this loan
council scheme?—A. Not all of the provinces.

Q. You knew that at that time?—A. No.

Q. Alberta had indicated her approval of the scheme and said she would
come in under it?—A. Not Alberta. Alberta never did.

Mr. Jaques: Alberta never did. The government would have been put
out of office.

Mr. Creaver: You say that?

Mr. Jaques: I say that if the Alberta government had gone in under that
loan council scheme, the government would have had to go out of office.

The Wirness: If the gentleman would allow me to finish the statement
I was making in connection with Mr. Magor’s letter, I think I could straighten
this out. :

Mr. Creaver: All right. I will reserve my remarks until later.

The Wrirness: Because it does have an important bearing upon the loan
council, and it was the loan council idea that was injected into the thing that
made it impossible for the Alberta government to do anything.

Mr. CorpweLL: I am going to rise to a point of order, Mr. Chairman. A
moment ago I asked what we were discussing. The order of reference states:
“That the subject matter of Bill No. 26, an act to incorporate the Alberta
Provincial Bank, be referred to the said committee for consideration and
report.” I submit that if we are to discuss the subject matter, we ought to be
discussing this bill clause by clause, and not conducting an inquiry into the
financing of the province of Alberta. I think we are going far afield from the
reference and wasting a tremendous amount of time. We are within a week
of prorogation, and it seems to me that we should come back to the purpose
of the committee, which is to examine the subject matter of the bill. I submit
that for the consideration of the committee and for your ruling, Mr. Chairman.

The CuamrMan: I was in a little bit of doubt as to the interpretation of
the words “subject matter”. I interpreted it myself as meaning the principle
of the bill. In our committee work, of course, we have always had a certain
amount of informality. The question came up, but you were not present at
the time, T think, Mr. Coldwell.

Mr. CoupwerL: I am sorry I could not be present. :

The Cuamrmax: No. I quite realize that. But I am trying to explain why
We are now discussing the ability of Alberta to pay.

Mr. CoLpwerL: Yes. :

The CrarMAN: Mr. Low, in his argument, stated that the province needed
& bank, a chartered bank, in order that they might be able to carry on; that
I8 why we are now discussing the ability of the province to pay. In the course
Of that discussion certain statements were made and they have brought out
this letter of Mr. Magor’s. The letter is put on record. I put it on record,

elieving it should go there in view of the statement. It seems to me that Mr.
Ow-ought to be allowed to make a statement in reply.

Mr. CorpweLL: I quite agree. But what I am pointing out is that although
I have not been able to be here because of another committee which has been
Sitting at the same time, I am anxious to see this matter dealt with before the
Session ends. It seems to me that if this bank is to operate under a charter
8ranted by the dominion, and certain regulations are laid down in our Bank

¢, we have the necessary supervision; and the point at issue, it seems to me,
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is whether this particular bill, clause by clause, meets the requirements of our
Bank Act after the other requirements of capital and so on have been met. 1
am suggesting that we would facilitate a decision on this bill if we discussed
the bill as we usually do, clause by clause.

The CuamMAN: Mr. MacTavish has already discussed that matter, Mr.
Coldwell, as to the clauses that would not apply.

Mr. BercovitcH: They are trying to get away from the general principles,
or from some of the principles of the Bank Act by the mere fact that they are
asking for this legislation. It is not as if someone came here and asked for
incorporation under the four corners of the Bank Act. They want some
exceptions.

The Cramrman: I think Mr. Low should be allowed to continue with his
statement.

Mr. CoLpwELL: Yes.

The WrrNess: Coming back, Mr. Chairman, to the question of Mr. Magor
and his advice, may I say this. For a number of months Mr. Magor and the
officials of the Department of Finance in Alberta were in deep study in con-
sideration of the various means by which the finances of Alberta could be put
on a sound basis. They actually were in the course of preparing a budget for
the year 1936-37, and it was in connection with the budget that most of the
recommendations, if not all of the recommendations, of Mr. Magor were given
to the government. When that budget was put through, Mr. Magor left. As
we approached the first of April, it was realized that another maturity would
have to be considered. $2,846,000 had to be met somehow; and it was the firm
belief of the government of the provinee of Alberta, the Aberhart administration,
that there would be no trouble in meeting this maturity in the same manner
exactly as other maturities had been and were being met.

By Mr. Bercovitch:

Q. What did you base that on?—A. The fact that in January of that year
a maturity had been met.

Q. Yes, but you had subsequent correspondence?—A. Yes. I am going to
come to that.

Q. All right—A. About the middle of March of that year correspondence
passed between the provincial government and the federal government, in which
the provincial government asked for funds to meet that maturity of April 1.
The lean council suggestion was made to the province and since the province
of Alberta was among the first of the provinces to have to meet a maturity, I
, want to tell you, Mr. Chairman, that that was a serious moment, for various
. . -reasons—a very serious moment—for the people of the province. In the first
i place, it was definitely known by the people and the Aberhart administration
that there was a grave question as to the constitutionality of the proposed loan
council to be set up in the dominion of Canada. It was definitely known that
the federal government would first have to obtain an amendment to the B.N.A.
Act in order to put that into effect, and there was grave doubt on the part of
¢ the people of the province of Alberta whether the province had any right to
B agree to anything proposed by the federal government that would require &
change in the federal constitution, especially when what they were proposing
would have the effect of taking away from them their financial autonomy.
Because of the fact, Mr. Chairman, that Alberta was one of the very firs
provinces to be approached on the matter, simply because of the impending
egrl-y maturity, the government of Alberta felt that it was in duty bound t0
stand on its dignity in the matter of the loan council lest she establish a precedent
which would unduly have weakened the position of the other provinces in this

respect when they were approached. We knew, Mr. Chairman, that not all of
[Hon. Solon E. Low.]

¥
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the pro_vinc_es ha.d signified their willingness to come under the loan council, and
our action in being one of the very first to agree would undoubtedly have pre-
Jjudiced—or at least acted as a precedent, and mavbe a dangerous precedent, for
the other provinces. We. felt in duty bound to stand on our dignity and refuse,
for the time being. The people of Alberta—and I want to point this out in all
sincerity and seriousness—had put the Aberhart administration in office to do a
job, and that job would have been impossible if that government had accepted
tlu—; principle of the loan council, thus giving up a good deal of their financial
autonomy.

By Mr., Cleaver:

Q. Why?—A. Well, as I say it would have meant giving up a good deal
of her financial autonomy, and she required all of that financial autonomy to
do the job which the government was put there to do.

Q. Would you indicate the part you would have had to give up which would
have prevented you from doing what you had undertaken to do?—A. If the
hon. member would not mind, I think, if we could get the whole picture first, then
I would 'be glad to go into that question.

Q. All right—A. I pointed out that the savings certificates problem con-
stituted a situation which put Alberta in an altogether different position from
that of either Saskatchewan or Manitoba; and therefore it makes it all the more
important that Manitoba and Saskatchewan did receive assistance, as they did,
while Alberta received no assistance and was left to default. After the damage
had been done, on April 1, 1936, the dominion government then, and only then,
substituted to the other provinces—and not to Alberta, mind—or rather placed
before the other provinces of Canada—Manitoba, Saskatchewan, British Col-
umbia and others—a new, modified loan council proposal. She did not submit
that to Alberta before the default; and the fact that the other provinces agreed
- to the modified loan council and did receive help based on that agreement to come
under the terms of the modified proposal, certainly makes the case of Alberta all
the more aggravated.

Q. In what way do you say it was modified?

By Mr. Graham:

Q. Would the Alberta government have submitted to that amendment?—
A. T am not saying that she would.

Q. The same barrier would have arisen in that?—A. I beg your pardon?

Q. The same barrier as you have outlined would have come up, as to
autonomy?—A. That may have been the case; but the very fact that the modified
loan council proposal was submitted to those other provinces, and it was the basis
on which they did receive help, emphasizes the unfairness of the situation to
Alberta in having defaulted or being left to default. Because she would not
accept the terms of the first loan council, when it was definitely known a
Mumber of other provinces in the dominion were not ready to accept.

By Mvr. Bercovitch: °

Q. Did Alberta ask to come under the modification of the loan council?
—A. No, she did not, but the damage had already been done.

By Mr. Cleaver:

Q. What was the modification?—A. I do not recall, definitely, but I do
knoy that it was submitted to the other provinces, and I am going to refer
You to some statements of Hansard that will definitely show that was the case.

has never been refuted. I want to point out, Mr. Chairman,—
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Q. You have no idea in what way it was modified?>—A. I did, yes, but
I do not propose, Mr. Chairman, to deal with that here. 1 do propose to
point out there was a modified loan council with possible advantages over
the original one. It is important to know what particular virtue there was
in the other provinces saying, yes, we will, that made it possible for them
to receive help while for the province of Alberta there must have been some
particular lack of virtue in saying no, we won't, to the terms of the first one.

Q. If the modification was a modification as to principle then, any
reasonable person would agree with you, but if it was a trifling modification—
—A. It certainly must not have been a trifling modification.

Q. You have told us you know what it 1s. Why not tell us what the
modification was?—A. The modification, in my judgment, Mr. Chairman, was
simply this—

The CramrMmaN: That is hearsay.

The WirnEess: No, it is not.

Mr. Creaver: He knows,

The Wirxess: I think it would be wise to have both of them right here
for the Committee to examine,

Mr. CorpweLL: I do not:think we should rely on memory.

The Cuammax: It would be much better to have the documents here
than for Mr. Low to give it to us.

Mr. Creaver: The statement has been made, and I think we should have
some evidence to back it up.

The Wirness: Would it be possible to send for these and have both the
original and the modified one brought right here? I think that is the best
way to do it.

By Mr. Graham:

Q. To save time, is it not a true statement of fact to say that the province
of Alberta refused to give up any measure of its own control for good reasons
of the province of Alberta?—A. Yes. '

Q. And absolutely refused in those early negotiations to accept any
dominion control over its financing?—A. So far as—

Q. I am going to put it to you—A. Yes.

Q. Is not that the fact?—A. Yes.

Q. It is not much use going into detail because it is a fact that the prov-
ince of Alberta saw in the control that the dominion would have over its
finances something it did not like and therefore refused to go into any kind
of bargain at all?—A. Of that type, yes. Now, in the House of Commons
on April 9, 1937, no less a figure than R. B. Bennett, who for a number of
years occupied the most important portfolio of Minister of Finance of the
dominion and who knew all of the implications of such a measure as the
loan council and all of the facts concerning the situation in Alberta said this;
his remarks are found on page 2882 of Hansard, on the date of April 9, 1937.
The Hon. Mr. Dunning was dealing with certain grants to the provinces ©
Manitoba and Saskatchewan in order to enable those governments to continue
the essential services pending improvement in their crop conditions and pending
report of royal commission to investigate financial powers and responsibilities
of the dominion and the provinces; Manitoba, $750,000; Saskatchewan,
$1,500,000.

Then Mr. Bennett says this: “I cannot permit this item to pass withoub
m‘akmg at least one observation. I am not going to do more than say that
with respect to all these items, we who constitute the official opposition have to
balance the question of what we regard as the public interest in remaining

here and discussing these items in detail against permitting the members 0
[Hon. Solon E. Low.] ;
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the government to discharge very onerous and difficult duties before they leave
for overseas. But obviously the discrimination against the province of Alberta
Involved in this item is such that I cannot let it pass without protest.

On a review of the report made with respect to that province I find
that it has been treated entirely differently from the provinces of Saskatchewan
and Manitoba. When Alberta first made application for a loan to enable it to
meet its obligations, the application was refused. As a result of that refusal,
and the statement made subsequently, they cut down their interest payments
to half. The report points out that if they had been in a position to discharge
their obligations in that regard they would have been able, by securing money
from the dominion, to be in exactly the same position as the other provinces

‘of Saskatchewan and Manitoba. The report concludes in this way:

Its position would be little worse than that of Manitoba, but distinetly
better than that of Saskatchewan; and a claim for assistance would, no doubt,
be considered in the light of these facts. It is the case, however, that Alberta’s
budgetary position differs materially from that of the other provinces, by reason
of the fact that interest payments have been reduced by fifty per cent, or
$3,400,000, and, other things being equal its cash requirements have been
reduced by the same amount. We can only deal with the situation as it is—
not as it might have been in other circumstances. We find that Alberta can
maintain its governmental services on as favourable a basis as Manitoba or
Saskatchewan without receipt of additional assistance, and we therefore see no
basis for recommending that temporary financial aid should be extended by the
dominion government.

Then follows what I first read, “and that condition exists because the
government of this country declined to make an advance to that province which
would have enabled it to meet its obligatiens. The minister may shake his head
as much as he likes;—” Apparently the Hon. Mr. Dunning shook his head.
“—it does not have any effect on my mind. I have read this report. Because
of this refusal; because Alberta did not join the loan council; because it took
the action it did, we find it treated differently from Saskatchewan, which was
able to secure $3,000,000 from the Bank of Canada. Under the law that bank
could no longer continue to loan that money, so it was compelled to purchase
bonds of the Saskatchewan government, and to that extent it has made an
Investment in a bankrupt province, admitted by the bank to be such. Alberta
has been unable to secure money from the bank or from the dominion; it has
been denied any assistance, and as a result the bondholders have been compelled
to take fifty cents on the dollar, while we are Vot‘fing money to epable t_he other
Provinces to pay one hundred cents on the do]l.ar in connection with their bonds.

I say that is a distinct discrimination; it is unfair to the people of Alberta
Who hold these securities, because that province did pay the whole interest on
the bonds of the Alberta and Great Waterways railway, as is pointed out in the
eport; but now, by reason of the action of this dominion, that province finds
Itself in g position in which it must pay only fifty cents on the dollar to people
Who have put their whole savings in its bonds. _ :

Yet we find Saskatchewan and.Manitoba now being given grants by the
Parliament, of Canada to enable their bond interest to be paid in full. By the
action of the government and the Bank of Canada the province of Saskatc_h_ewan

as been able to secure not only the borrowings it has obtained but an addlt_lonal
33,000,000 from the bank, to which it had no_right, and the province of Mar_ntoba
18 being granted $1,500,000. I say that is distinqtly wrong, and I shoulid like to
Spend some time in analysing this report and going into these matters in detz?,ll.
L st content myself, however, with merely making the observation, with
Which the minister, as he pointed out the other day, entirely dlsagrees. But ’ghe
fact ig that the pr’ovince of Alberta applied for .the_a money and its apphca.tm.n
Was refused. As a result it is in its present condition. The minister says it is
10t as g result of that : but that statement is not borne out by the records that

4Ppear in the report.”
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By Mr. Cleaver:

Q. The extract you have read from Mr. Bennett’s speech clearly indicates
that even great men can be mistaken in their facts. He builds up his whole
argument on the opening words of his statement where he said that Alberta’s
request was turned down and that as a result of that Alberta was forced to
reduce its interest rate; whereas as a matter of fact the premier of Alberta
announced his intention of a compulsory reduction of interest rates two weeks
before the default and it was that announcement which precipitated the default,
and it was that announcement of the compulsory reduction in interest rates
which brought about the condition whereby the Dominion of Canada refused
assistance to Alberta.—A. I have only this to say, Mr. Chairman, that I am just
as satisfied as I am that I stand here that if the Bank of Canada and the
Dominion Government had taken the same attitude towards the other provinces,
namely Saskatchewan and Manitoba, as they did towards Alberta those two
provinces would to-day have been in default and furthermore would have been
forced to cut the interest on their debts.

Q. Yes, but did either of those provinces precipitate the matter and force
the issue by announcing in advance that no matter what happened they were
going to compulsorily cut their bond interest rates?

The Caarrman: Gentlemen, we seem to be going around in circles.

Mr. CLeaver: Yes. I do not think a statement of that kind, Mr. Chair-
man, should be read into the record when it is based on ignorance of the
facts.

The Wirness: It is not, Mr. Chairman, I contend.

Mr. Creaver: No wonder Mr. Dunning was shaking his head when Mr.
Bennett was making his statement.

Mr. CoupwerL: May I ask Mr. Low a question?

By Mr. Coldwell:

Q. The default two weeks before this announcement would not have
been made unless there had been prior knowledge of the fact?—A. Certainly not.

Q. You knew the attitude pretty well of the federal authorities at that
time?—A. Well, at least—

Q. When the announcement was made by the premier of Alberta?—A. At

least, we knew that they did not want any action taken such as cutting the
amount of interest paid on the bonds; we knew that they were asking or sub-
mitted for approval the loan council’s suggestion; we knew these things, yes,
sir, but we had every reason to suppose that help would be forthcoming anyway-

By Mr. Bercovitch: -

Q. Is it your submission then if you had had help from the Dominion
Government that you would not have cut your interest rate?—A. No, I am
not saying that at all, sir. We would not have been in default on the principal
of the bonds. We would not—I want to finish in connection with this.

By Mr. Coldwell:

- Q. Your contention would be, I take it, that the western provinces would
;1l’tclrlnately have to cut their interest rates in any event?—A. Yes, sir, abso-
utely. ;

By Mr. Cleaver:

Q. That has nothing to do with the loan council’s arrangement whereby
Yoél would get a federal guarantee and thereby automatically cut your interest
rate.

Mr. CopwerL: That did not happen in Saskatchewan.
[Hon. Solon E. Low.]
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_~ The Wirxpss: Even if we grant for the moment that is true, let me con-
tinue, because there is a vital point here yet to be considered. I am referring
further to Mr. Bennett. I take his speeches on the matter because of the fact
that Mr. Bennett for years occupied the portfolio of Minister of Finance and
he knew, and not only that but he was interested because it was his home
province and—

Mr. CopweLL: May I just interject there. As I understand Mr. Cleaver's
Suggestion it was that if the loan couneil had been accepted the bond indebted-
ness interest rate would have been cut, but it was not eut in Saskatchewan
or Manitoba although they did accept.

The Wirness: The loan council was never set up.

By Mr. Coldwell:

Q. But they accepted the principle—A. Of the modified—

Q. But the interest rates in these provinces have not yet been cut.

Mr. Creaver: Provincial refunding with federal guarantee could not be
done unless it was done universally, and the province of Alberta threw a
monkey wrench into the scheme. Alberta stopped the whole scheme.

Mr. Jaques: The object of the loan council was to stop monetary reform
in Alberta.

Mr. Creaver: No.

The Cuameman: Continue, Mr. Low.

The Wrrness: On March 2, 1937, Mr. Bennett has this further to say,
and jt affects vitally the point under consideration. His remarks will be
found on page 1410 of the debates of the House of Commons on March 2, 1937.

his is what he said:— ,
“For the moment, leaving the tariff, there is another matter to which I should
like to refer, and that is the question of our financial relations with the prov-
Inces,”

Mr. Creaver: You are reading from what page?

The Wirness: 1410.

Mr. CrLeaver: What date? e :

The WirNess: March 2, 1937. “The other day the minister dealt with the
Matter briefly. In amplification of the position I desired to present at that time
I wish to say only this: the determination of a po_hcy.7 1 found by experience, is a
Matter of profound importance, because the implications of it sometimes are not
Oreseen. When the minister said to the province of Alberta that he would not

elp them out of their difficulty by advancing them, through loans or otherwise,
Sufficient money to enable them to pay their maturing obligations, his statement
Was regarded as a policy. Many people scattered throughout the provmcedm
Which 1 have long lived, as well as people residing in other parts of Canada,
found themselves in straitened and difficult circumstances because their invest-
Ments had been wholly in those securities, the market value of whlcfh fell toha
very Jow figure, and the interest upon which was reduced to half }(1) what the
“Oupons carried. If that policy is reversed, if it is not e_mpphed to the p}x;gxgnc};es
of Saskatchewan and Manitoba, obviously a situation is ereated in which the
People of Alberta have just cause to say they have been dlscrlmma’cedh ag_aln?t.

€cause if the minister will accept what I think he will, namely that the 1mlp i-
Ation of his refusal to assist Alberta involved the thought that the same policy

Vas to be applied to all the provinces—
Mr. Dus~ing: And it was.

Mr. Bexxerr: No, no.
. Mr. Dunnvg: 1 ;efused British Columrbi.a and Saskatchewan at the same
time and on the same grounds, in connection with the same class of matter.
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Mr. BexnNeTT: Yes, but the provinces of Saskatchewan, Manitoba and
British Columbia have not defaulted. The province of Alberta defaulted.

Mr. Dux~ing: If the right hon. gentleman will permit, on the maturity
which was the oceasion of the default, both British Columbia and Saskatchewan
had maturities at the same time and received precisely the same answer.

Mr. BenNerT: Yes, but I am pointing out that Alberta defaulted.

Mr. DunninG: Yes.

Mr. BexnNeTT: And the others did not. Alberta defaulted because it was
unable to secure money from the dominion government to prevent it from
defaulting; that was regarded as an indication of a policy which 1 believe,
rightly or wrongly, should not have been put in force at that particular time.”

Q. That was not the reason for the default that you have already told us of,
Mr. Low?—A. T am not speaking, Mr. Chairman, of the principle of cutting
interest, I am speaking of the principal default. That was exactly the reason
for the default in the principal, no other reason.

Mr. CLeavier: When we have the chance to ask a few questions I think
perhaps you will take back that statement.

The Wrirness: I will be happy to answer questions. In order to show
that there was a modified loan council I quote also from Hansard, page 2515,
for the year 1936, the Hon. R. B. Bennett still dealing with it. He says: “May
I point out here that in my opinion it was a great mistake for the minister to
suggest that he had arrived at some modified scheme in connection with loan
couneils and national loans. T say that for this reason. Did Alberta have a
fair chance? The correspondence was tabled here. Alberta declined. But
Alberta did not have what has now been suggested, a modified scheme; Alberta
did not have that scheme before it at the time default came about.

Mr. Duxnineg: She has now.

Mr. BENNETT: Yes, but the harm has been done; that is my point. If
Alberta accepts it now, then you have this terrible situation—"

Mr. CrLeaver: You told us a moment ago that the modified scheme was
not submitted to Alberta. :

The Wirness: It was not submitted to Alberta until after the other
provinces had received it and not until after Alberta had defaulted. That is
the insinuation I made. We had the terms, surely.

Mr. Mayaew: You had, or you had an idea?

Mr. Creaver: You sald—

Mr. Mayaew: You said you did not know the exact terms.

The Wirngess: I personally did not know the exact terms.

Mr. Mayaew: Well, you have had them. It has been submitted to you
" and you do not know?

Mr. CoupweLL: This is several years after.

The Wirness: I was not a member of the administration at that time, I
pointed out, and there are a good many documents that I have never had
occasion to refer to since I came into that position.

Mr. StaguT: Are these observations of the honourable member, consisting
of Mr. Bennett’s remarks, in the House of Commons, useful in helping us t0
reach a decision on this bill which never was before him and never was projecte
at that time? 1 do not get the reason for it.

The Wirsess: Mr. Chairman, the reason those observations were read
was simply to show this, that when Alberta, refused on the grounds that
mentioned,—the fact that she knew that this was an unconstitutional proposal
that would require a change in the B.N.A. act before it could be put into effect;

also Alberta felt herself in duty bound to stand by the other provinces and t0
[Hon. Solon E. Low.]
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refuse on the ground, if for nothing else, than that her action might constitute
a precedent and that it would be dangerous for those other provinces, and on
the ground that the government of Alberta, her administration, had been put
in there to do a certain job, which the acceptance of the loan council would
make it absolutely impossible to do. It is for those reasons she refused the
terms of the first loan council arrangement; and subsequently when the modified .
loan council’s proposals were put before the other provinces, they did receive
assistance and Alberta by that time had gone into default. It was merely to
place the facts, not to justify in any way, but to get the facts to the committee,
and it was in connection also with the letter which Mr. Magor wrote to us.

Now, I want to make this very clear. I was not referring to the cut in the
interest; I was referring to the default on principal which is an entirely different
matter. Now, that is the end of my statement.

The CuamrMAN: Mr. Mayhew has the floor.

Mr. Mayaew: We have up to date spent over five hours on this diseussion,
and I do not think we are getting any place at all. We are no nearer to what
we set out to do than we were when we started. The history that we are
getting is very interesting. Most of us are quite familiar with it, particularly
those of us from the west. I suggest that if we are going to give Alberta a bank
charter we had better start discussing the bill and if we are not going to give them
a bank charter we had better say so. Personally I would be quite in favour of
giving Alberta a charter if it is on orthodox lines, the lines that are preseribed
by the Bank Act; but I do not know whether the one they are presenting now
18 on orthodox lines or not. I submit that if the 43 per cent of the people of
Alberta—because after all 43 per cent of the people of Alberta was the percentage
that voted for this Social Credit government—request a bank and desire a bank,
that 43 per cent can put up the $500,000 out of their own money and not out of
the taxpayers’ money of the province of Alberta. I think it is time we got on
with the bill rather than hear the interesting and very able representations of
Mr. Low.

By Mr. Cleaver:

Q. Mr. Low, during the years leading up to Alberta’s default, the provincial
treasurer of Alberta must have known the financial policy of the Dominion of
Canada with respect to bond interest. There are two schools of thought, you
will agree with that, the one school of thought at that time bel.leve.d that there
?ﬁould be a compulsory writing down of interest rates as Australia did?—A. Yes,
hat is right.

Q. rls’he other school of thought, which Canada adopted, was that we should
Maintain our credit 100 per cent, pay our bonds according to the terms of the

onds and with the aid of an easy money policy gradually drive down interest
Tates until by subsequent refunding we would also achieve a drastic reduction
M interest rates across the entire field. You, of course, as tl_le present, provincial
treasurer of Alberta know the result which Canada has achlg\'eq a}ong that hnp
and you are now aware of the fact that as a result_of maintaining our credit
per cent, and as a result of our easy money policy, Canada is now in the
Dosition as to the federal debt interest across the entire federal bond issue of
Paying about one-half per cent less for interest than is now being paid by
Ustralia. You are aware of that?-—A. Oh, yes. gt

Q. I do not want to interrupt you, but we have been listening to you for a

long time_

The Caairman: You were asking Mr. Low a question.

The Wrrness: I certainly would not admit that the influence of any easy

Money policy of the dominion government was the answer.
6891\2
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By Mr. Cleaver:

Q. You do admit the results which have been obtained and that to-day
notwithstanding the fact that Australia compulsorily wrote off 224 per cent of her
bond interest rate Canada is to-day in a better position with regard to interest
rates than Australia to the extent of one-half of one per cent across our entire
bond issue?—A. Yes.

Q. I am now going to make a suggestion to you and I want you to be frank.
The premier of Alberta and the provineial treasurer of the day had a different
idea as to what should be done with regard to these high interest rates. The
government in Alberta sided in with the Australian scheme and felt there should
be a compulsory write-down of interest rates and that you would reach your
objective more quickly by doing that—A. Yes, because we were faced with a
pecirliar set of conditions which no other country, I submit, in christendom was
facing.

Mr. SuacHET: What do you mean by “country,” provinces or dominions?

The Wrrness: Either provinces or dominions.

By Mr. Cleaver:

Q. Knowing the plan under which the Dominion was working, I suggest to
you that Alberta deliberately decided to endeavour to impose on the dominion
Alberta’s poliey of the compulsory writing down of interest rates. Your premier
on the 17th of March announced in the press that Alberta’s plan was a com-
pulsory writing down of interest rates. You knew at that time that Alberta was
going directly contrary to the policy of the federal government?—A. Mr. Chair-
man, we certainly had no intention in Alberta at that time of imposing any
policy whatever upon the federal government.

Q. All right—A. All we wanted—

Q. T take that answer and I ask of you this question.—A. All we wanted
to do was to complete the job which we had started, that is to put the finances
on an even keel.

Q. I take that answer. And then when it was called to your attention that
you were going directly contrary to the federal policy and when you were asked
to retract that policy did you retract or did you persist in your policy of 2
compulsory write-down?—A. Mr. Chairman, we had already passed the budget-

Q. You were already committed?—A. We were already committed in the
budget because we had only provided for $3,000,000 odd for servicing the debt.

Q. You had a right to your own opinion, and I take it at that time you

believed that, so far as Alberta was coneerned you would be beter off financially
by compulsorily cutting interest rates in half, not caring what happened to the
federal programme.—A. Well, as a matter of fact we made the cut in the interest
rates for the specifiec purpose of putting ourselves into a position where we coul
carry the dead weight.

Q. Well, now, was it for that reason or was it for——A. Yes, it was.

Q. Then I call your attention to this. You are familiar with the loan
council diseussions which took place at the interprovincial conference and under
these proposals, if everyone agreed, the federal government was to make it
guarantee available for the provineial issues and in that way all of the province®
were to achieve a reduced interest rate. 3

Mr. Cotpwers: Mr. Chairman, T rise to a point of order. What has thi
to do with the bill? We are pursuing a line of questioning which is away ©
the bill. We were investigating some of the activities of the Alberta govers:
ment, and now we are discussing the budget.

Mr. Jaques: The idea is to discredit Alberta so as not to grant it the
charter. That was made pretty plain by the leader of the opposition when

said that the bill would go to a committee, “but I warn you that that will P¢
[Hon. Solon E. Low.] '
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its burial ground.” This bill was killed before it came in here. I do not know
..W}tlom these members represent, but it seems to me they represent the financial
Interest.

. Mr. Cueaver: Mr. Chairman, I do not wish to pursue this line of question-
Ing if the committee believes it is a waste of time, but the reason I was pursu-
Ing it was this: Alberta, through its representative, came along the other day
and deliberately made the statement—and I see that it is still in the record—
that Alberta was unfairly discriminated against—I say it is not right that that
should be on the record without being corrected. The facts clearly show that
Instead of being diseriminated against, it was Alberta that threw the monkey
Wrench into the machinery and that Alberta had an idea of her own as to how

_ she could achieve Jow interest rates. She went directly contrary to the federal

Policy, and the federal policy has been proven extremely successful—a far
better policy than a compulsory write-down, I think this should go on the record.

The CHamrMAN: Would it be the pleasure of the committee to hear Mr.
Varcoe of the Department of Justice?

Mr. Creaver: I have one question—

The Cramrvan: 1 make the suggestion as the result of what Mr. Mayhew
said a moment ago. I think, Mr. Cleaver, that when you have finished your
Statement we should hear from Mr. Varcoe as to the legal position.

Mr. Mayaew: Mr. Chairman, it has been stated just now that this bill
Was condemned to failure before it ever came to this committee. I beg to say
that there is no one who is going to speak for me. I am going to speak for
myself; and if this bill is not special legislation it will have my support. If
1t s special legislation then the bill damned itself before it got here.

The CuHARMAN: Mr. Cleaver, you want to finish your statement.

By Mr. Cleaver: i

Q. I have one question to ask arising out of a statement made the first
day of our hearing. T understood Mr. Low to say—you can refresh your mem-
ory Mr. Low—you gave two reasons for Alberta asking for this bank, at page
28 of the record?—A. I do not happen to have my first number here, but go
ahead and read it. :

Q. It finally boiled down to this that Alberta wanted the right to loan

Money which you said you did not have at that time, and you wanted the
ght to issue currency?—A. Right. : :
. Q. Now, I am going to suggest to you that it really boils down to the
Mght to issue currency, and I am going to refer you to an Act of the Alberta
legislature which, I presume you sponsored as provincial treasurer; an Act to
dmend the Treasury Branches Act?—A. Yes. :

Q. Chapter 14, 1940. Under that Act T suggest to you the provinee of
Alberta rightly or wrongly took to itself the power to make loans and give to
the treasury branches the power to make loans?—A. You know, Mr. Cleaver,

at bill was put through on proclamation and it has not yet been proclaimed.

Q. I say that the Alberta legislature has passed this bill?—A. That is right.

Q. Under which you give the treasury branches power to loan any deposits
“eceived in the branches of the treasury under the provisions of this Act to

€rsons, firms or corporations upon such terms as may be agreed upon, and in

- SNnection with any such loan they may take such negotiable instruments and

*eCUrities as he the minister may from time to time direct?—A. That is right.
Q. Very wide loaning powers?>—A. That is right. :
& Q. So I suggest to you that all that Alberta really wants to accomplish as
Nl‘esult of this present application is to obtain the power to issue currency?—A.
% Mr, Chairman, that is not true.

I. Jaques: Banks do not lend their deposits.
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The Wirness: We want, as I pointed out on the first day, you may refer to
page 28 of the evidence—we want the right to make loans and we want the
right to issue currency.

Mr. Jaques: As a bank?

The WirNess: Yes, not as a treasury branch, but as a bank.

Mr. SuagaT: Where would you get the money from?

The Wirness: The same place as the banks get it.

Mr. Creaver: Here is your statement: “We would like the right to make
loans, which we have not under our present Act. . . .”. I say that that
statement is hardly accurate.

The Wrirngss: Mr, Chairman, the Act is not an Act, it is a bill yet, and
it will not become an Act until such time as it is proclaimed in the first place
and until it is signed by the lieutenant-governor of the province, and that has
not been applied for yet. We are not sure it will be applied for.

Mr. Kinvey: Mr. Chairman, this is all very interesting. I am sure we have
all been glad to hear the record of the Alberta provincial government which
has been well presented, but it seems to me the principle of this bill is what
we are here for. The first thing that suggests itself to my mind—I am not a
lawyer, but I have had considerable experience in provincial affairs—in the
whole mater of jurisdiction, and if Mr. Varcoe is going to speak on the matter
of jurisdiction both as regards the province of Alberta passing the legislation
they have passed and the dominion governement passing this bill, T think we
should hear from Mr. Varcoe. This is the first question that should be
considered.

The Cumamrman: Is it the pleasure of the committee to hear Mr. Varcoe?
F. P. Varcor, Department of Justice, called.

The Wirness: Mr. Chairman, I should like, first of all, to refer briefly to
some of the provisions of the bill in order to make clear what I have to say
about the constitutional power of parliament to enact this legislation. Honour-
able members will notice that by section 2 of this proposed bill the members
of the executive council of the province are to become the directorate of the
bank. Then, by section 3 the Lieutenant-Governor in Council of the province
is to have the power to appoint the president of. the bank and the viee-president
and to fix the quorum of directors for the purpose of directors’ meetings and,
under the provisions of the Bank Act, to fix the amount of discounts or loans
which may be made to the government of the province of Alberta, or to any
one firm or person or to corporations.

Now, I have considered this bill in its constitutional aspect, and I have
reached the conclusion that parliament has no authority to empower or tO
purport to empower the executive government of the provinee to perform the
funetions which this bill purports to do. I do not know whether the committee
would be interested in any reasons.

Mr. Bercovircu: Certainly.

The Wrrness: Perhaps I had better begin by reading a short statement
I have prepared.

Mr. MacTavisg: Mr. Chairman, Mr. Low indicated that with respeCt
to section 2 the government of Alberta was quite prepared to have the directors
not the members of the executive council, and that statement of facts whic
Mr. Low made may, perhaps, colour his opinions. '

The Wirness: T was only dealing with this bill as I find it; T do not know of
any other projects.

Mr. SuaguT: It was the suggestion thét they should be.

Mr. MacTavisa: Mr. Low indicated that he would leave that open.
[Mr. F. P. Varcoe.] .
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The CuamrMAN: Allow Mr. Varcoe to finish.
The Wirness: I will read this short statement:—

“This bill purports to impose administrative and legislative powers
and duties upon the Lieutenant-Governor in Council and upon the
executive council of the province. Such provisions are invalid for the
following reasons:—

(a) The Lieutenant-Governor in Council and the executive council would
be thereby subordinated to a legislature other than that of the prov-
ince. The provincial government has a constitutional place in the
structure established by the B.N.A. Act and parliament cannot alter
that. Conceivably, the Lieutenant-Governor in Council exercising
power as a delegate of parliament or as a subordinate of parliament
would be called upon to do what, in a legal sense at least, would be
inconsistent with the exercise of its proper functions as the govern-
ment of the province.

(b) The provincial government cannot be made the delegate of parlia-
ment for the purpose of exercising legislative power in relation to
banking.

That is to say that while parliament has complete power over the subject
of banking it cannot impose upon a provincial government the powers to legis-
late as would be the case if this bill were passed, because the members will
Tealize that the directors of the bank and the Lieutenant-Governor in Couneil,
under paragraph 3(c), would acquire subordinate legislative power in respect
of banking.

(L By Mr. Thorson:

. . Q. In what respect?—A. The directors would have, for example, the power
| 10 respect of this bank to fix the number of directors—or would but for the
Provision that the Lieutenant-Governor in Council is to have the power to fix

1 € quorum—the qualification of directors, the method of filling vacancies in the
b board of directors, the time of proceeding with the election of directors in case
b‘ of failure of any election on the day arranged for it.

I Q. Would you say that those are legislative powers?—A. Yes, they are

! legislative powers in relation to this bank. e e
Now, the third and equally important point, is this:—

ment are such as are conferred by the B.N.A. Act and by the conven-
tidns of the constitution. The executive functions correspond to the
legislative jurisdiction of the province and the provincial executive
: cannot, therefore, be empowered to exercise functions in relation to
i dominion subjects such as banking.

i
_11[
K‘ (¢) The administrative or executive functions of the provincial govern-
}
{

For these reasons I reached the conclusion that the bill as drawn would be
beyonq the powers of this parliament to enact. 0 !
. Q. The question occurs to me: would it be your opinion that.xt would lge
mMpossible to create a publicly owned chartered bank Wlt.h a publlc ownership
Of the bank vested in His Majesty in the right of a province; that is really what
O said?—A. No, sir, if it had to do merely with the question of ownership pf
th% stock I see no reason why the province could not own the shares of stock in
ank.
h Q. If the province owns the stock it would have all the rights of a share-
Older in the hank?—A. Yes.

Q. It could elect its own directors?—A. Yes.
88013
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Q. And it could make the members of the council directors of the bank as
long as the province owns the stock. Then, the province as a shareholder of the
bank could do all those things—appoint the directors, fix the quorum of the
directors, and do all those things which you describe as legislative acts?—A. Yes,
I think they could, because in that case the members of the executive council
would acquire their appointment as directors by the action of the shareholders of
the bank and not by the action of this parliament.

Q. Now, you say that it would be within the competence of parliament to
create a chartered bank publicly owned by one of the provinces. Is it absolutely
clear that the dominion government could do that?

The Wirness: I would like to see the project set out more precisely.

By Mr. Thorson:

Q. Now, if this set-up were in the form I indicated, with the stock of the
bank all owned by the province, then the province could ask the shareholders of
the bank to provide for the composition of the directorate and, in effect, do all
the things that sections 2 and 3 of the bill provide for?—A. The constitutional
difficulty in that case would arise as to the power of the province to authorize or
do whatever is necessary in its field to empower its provineial treasurer to sub-
seribe for the stock. There might be a difficulty.

By Mr. Kinley:

Q. I just wanted to ask one question. I suppose that your suggestion i8
that this parliament has no right to take away from itself the effectual control
of banking which is given to it by the British North America Act; and in giving
it to a province they would remove from this government the control of the
situation?—A. No, Mr. Kinley, that was not my point. The point that I was
trying to make was that the provincial government, having a certain place in
the—having certain functions or a certain place in the constitution, cannot have
that—

Q. They could control the situation unduly. Is that not the point?—A. No,
that was not the point. The point was that the position of the lieutenant-
governor in council and of the executive council cannot be, in my opinion;
varied or altered. :

Q. By the provincial government?—A. By this parliament imposing on it
legislative and executive powers which are in the dominion field.

Q. When you were dealing with the power of the provincial governments
you said that they did not have the power, or that it was ultra vires for them
to pass this statute, this chapter 7, authorizing that government to be bankers?—
A. That is the provincial statute?

Q. Yes—A. I have not expressed any opinion about that. *

Q. I thought you did—A. No. I did not deal with that.

Q. Do you think the Alberta government has jurisdiction to enact banking

legislation?—A. I am sure it has not.

Q. That is what they have done?—A. Yes.

Q. A further question is this. To incorporate the ministers of the Albert®
government into a bank would effectually remove that bank from parliamentary
and dominion government supervision and control. I think that under
British North America Act banking and commerce is placed under the feder?
government, for a purpose, namely, to make it uniform and to make it the sam®
all over Canada. If they give to another government the right to carry on 2
bank, with plenary powers in that province, are they not effectually removi?
from their own control the powers over that part of their banking system !~
A. The power of parliament to legislate in respect of banking is absolutely
unlimited. It is a sovereign power. Parliament could do as it pleased abo¥
that. Parliament could have a different banking system in every provinc®
I suppose, if they wanted to do it.

[Mr. F. P. Varcoe.]
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Q. In every province, but not with every province. That is the point.—
A. And parliament has wide powers to delegate its functions, if it desires to do it.

Mr. Trorson: In deference to Mr. Kinley, I shall stand.

Mr. KiNcey: Thank you.

i By Mr. Thorson:

¥ Q. The point that bothers me, Mr. Varcoe, is this. If the dominion parlia-
Mment can constitute a chartered bank and provide that all the stock shall be
i Owned by His Majesty the King in the right of the province, and thus constitute
& publicly owned chartered bank, the public ownership being in a province, why
cannot the dominion then enact sections 2 and 3 of the bill? Since the province
Itself, by reason of its being the owner of the stock in the bank, could provide
that the members of the executive council should be the directors of the bank,
t}_lat no director should receive any remuneration for his service and that no
director should be granted any discount or loan by the bank, and since the
Stock would be vested in His Majesty the King in the right of the province,
fie lieutenant-governor in council could then appoint one of the directors as
1€ president and another as the vice—presiden_t; and if there is a quorum of
rectors for the purpose of the directors’ meeting, subject to the provisions of
e Bank Act, they could fix the amount of discounts or loans which might be
Made to the government or to any person or to a corporation. Now you get
My point?—A. Yes, I do now. I did not at first when you first mentioned it.
Q. If it is competent for the dominion, having power over bar_lklpg, to
Constitute a publicly owned chartered bank, with the public owner§h1p in the
pl'OVince, why then is it not competent for the parhamgnt to enact likewise the
Provisions of section 2 and section 3, since the province itself, bel_ng the owner of
€ stock in the bank, could do all of these things? I cannot quite see the force
the reasoning, unless you go back farther and say that the dominion parlia-
Ment could not constitute that kind of a publicly owned chartered bank. Must
You pot, pursue your question further and determine whether it is within @he
“mpetence of ])él‘liament to constitute a publicly owned chartered bank'thh
the public ownership in His Majesty the King in the right of the province?
0d there may be some difficulty about that. I understood you to say that
there would be no doubt about the competence of parliament— —A. No. I did

9 understand vou, Mr. Thorson. 1 <
Q. —to formulate that kind of bank. But is there not some doubt?—
A 1 said before that there is some difficulty about advising on abstract
' Mestions which are not or which have not been reduced to any formula. I
Mpletely misunderstood your first question as to whether parliament could
:uthorize“a publicly owned chartered bank. I thought that all yo}u m}?ant- b};
the ;. V&S whether there was any objection to a province owning the shares o
€ bank; that is to say, could you set up an ordinary bank under some arrange-
?ept between the two governments whereby the provincial govemgl}ent@ sub-
tﬁrlbed for the shares and became the shareholder. I do see an o i{ec uzntﬁo
goat- But T would strongly object to a bill which purported to make of the
“Vernment, in terms, a provincial bank. :
E - My difficulty goes back farther, because i
I. Gramam: He does not say that it could.

he Wirngpss: I did not say that it could.

f the dominion can constitute—

By Mr. Thorson: ay: If the dominion can constitute

the % I am careful. I am putting it this Whé o o o, sJF thasey thinsh

© Provine f the bank, then t :
oL e specitl o mtions '3 ond 3; and it would seem i e ors
Minion can constitute a publicly owned bank of that kind, then there wou
91\35



120 STANDING COMMITTEE . |

be nothing to prevent the dominion from providing as is provided in sections 2
and 3. The question has to go back farther, and we have to explore whether
the dominion can constitute a chartered bank with the public ownership of the
bank in.a province—A. I would think it is very doubtful. J
Q. Do you not think that is the heart of the jurisdiction question?—
A. Well, it is a part of it at any rate, yes. i
Q. Could the department give us an opinion on that basic jurisdiction
point, because it really goes back to that?—A. Would you provide in this ¥
hypothetical bill you are thinking of that the stock must be owned by the
lieutenant-governor in council? 3
Q. The bill provides that the capital stock of the bank shall be vested =
in the provincial treasurer of the province?—A. Yes, it does. 1

By Mr. Graham:

Q. Mr. Varcoe, is your point not this, that the legislative authority resides
in the dominion parliament?—A. Yes. E

Q. And that this parliament cannot, even' by its own consent or act,
confer upon a provincial government, in the terms of a bill, any power that
suggests a legislative or executive control over a banking institution?—A. That
is perfectly correct.

Q. Then you would agree that directors, if properly chosen and nominated
by the shareholders—let us say the provincial government-—can exercise those
functions because they are not exercising any legislative functions. They are
simply pursuing the course directed by the Bank Act. But your objection t0
this bill is that it confers a certain degree of legislative or executive contr
upon the provincial legislature of the province of Alberta and you think that
is against -the B.N.A. Act. Is that not your point?—A. Yes.

Mr. Tuorson: If the province is @ shareholder of the bank and the
Dominion constitutes the province as the shareholder of the bank, it gives
to the shareholder all the powers that are provided for in sections 2 and 3.

By Mr. Slaght:

Q. Mr, Varcoe, referring to the bill as drafted,—and entirely to that, 8
put forward by the promoters—would you tell me if there is in any oth
province a provincial bank with the powers sought here?—A. Not that
know of. : 3

Q. No. We have in Ontario, as I understand it, a provineial bank which
can receive deposits but not make loans?—A. Yes, sir. :

Q. That is correct. Under the system we have of political parties formin®
government, would it be correct to say that under this bill, certain thin :
could be done? I do not desire to be understood as suggesting that the prese?
administration would permit any of these things, but I want to know wheth
the present political party in power and forming the executive council 82
controlling absolutely the lieutenant-governor in council, could not do cel'tauf ]
things. First, would you agree with this suggestion, that the lieutenant- gove*
nor in council acts on the advice of his surrounding ministers?—A. Yes. 2

Q. And not otherwise; so that would it be fair to say we have the pi.ctll"tc
of the political party entrusted for the moment with the control of governmenn '
in Alberta, having under their absolute control the lending of money to ob
Smith and the refusing of it to Henry Jones. That is clear, is it not?—A. W&
it would appear to be clear that there is no limitation on the powers 0 b
bank to lend to Smith and Jones. h

Q. No. If they like the looks of Smith’s chin and do not like Jones’ mo_ut_’
they can say, “We will lend to one and not to the other.” That is a fact,
not?—A. Yes.

[Mr. F. P. Varcoe.]
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Q. Then could this Aberhart government—and I am not saying that they
would do it any more than any other political party would do it— make Mr.
Aberhart president of the bank, under the bill as it is drawn, and pay him
$250,000 a year as salary?

Mr. CopweLL: No.

The WirNess: The bill provides that no director shall receive any remunera-

Dote or to his Bible tabernacle on their note a quarter of a million dollars?

Mr. CorpweLL: Not to him.

Mr. SvagrT: Well, to his wife, let us say—a quarter of a million dollars.

Mr. THOrRSON: Yes.

Mr. SvaeuT: And if an election was mentioned and some of the boys in
the ridings supporting the government wanted a loan, could they loan money
§ fI‘eely to them?

Mr. TaorsoN: Yes. \

Mr. SuagaT: And refuse it to C.C.F.ers, Conservatives and Liberals?

The WirNess: There might be some restriction in the Bank Act which
Would require them to carry on the business in a certain manner.

- Mr. SvacuT: Did you ever know that a proposed borrower could go to the
ourt and say, “You have no right to refuse me”? Surely the discretion as to
!Oaning would be vested by us in a political bank,—and I am using that term
0 no offensive way—or in a political group who control with a strangle hold the
Persons who might borrow money from them. Is that not fair or am I over-
Stating it?

Mr. CoLpweLL: Oh, I think that is overstated.

Mr. SvacaT: 1 mean, under this bill as drawn and submitted to us, could
10t that result flow from the powers we are asked to give?

Mr. TrorsoN: Yes, surely.

Mr. Kinvey: The power is there to do it. That is the point.

1 Mr. SuagaT: The power to do it is there, if they were weak enough—

Will not say corrupt—or if they were so minded to do it.

Mr, CoupwerL: Do you think a Liberal government would do that?

Mr. Jaques: Does that not cut both ways, Mr. Chairman?

The Cramrman: Yes, certainly.

Mr. SvaguT: I am serious in this. Am I right in thinking if we give this
8roup, this political party— ;

The Cramman: Or any other political party.
her Mr. Svacar: Or any other political party the powers that are sought

€ they could, if they saw fit, exercise it politically and without restraint?
Te '_Th'e Wirness: The only answer I can make to that is that there is no
) Striction contained in this bill upon the powers of the bank directorate to

» €Xcept that the lieutenant-governor in council may by section 3 (c) ﬁ}s the
ount of loans, which may be made to any one firm or person or corporations.

e, ton
’ﬂ ) Mr. SvacHT: Then that is out. Could they loan to him on his promissory

>
U
£ 5

By Mpr. Slaght:

Q. Then T come back to my suggestion to you, as a constitutional lawyer,
tha the lieutenant-governor in council is nothing more than the political
A L I power who sit around him in executive office. Is that not true?—

& he lieutenant-governor in council is the lieutenant-governor with the
“CUtive council ; that is the cabinet.
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Q. But he is unable to act without them, unless he became an unconsti-
tutional lieutenant-governor?—A. That is quite right.

Q. He cannot act except on the advice of those gentlemen belonging to
one political party, because we have not had the suggested blessing of union
government in Alberta yet. That would practically be political control of a
bank.—A. Yes.

Q. Is there any getting away from that?

Mr. Jaques: Do the banks not control politics?

Mr. SvaguT: I beg your pardon?

Mr. Jaques: Do not the banks control polities?

Mr. SvaguT: No bank in Canada controls the right to lend money exclus-
ively to Conservatives, Liberals or any other political party. ;
Mr. Jaques: They can exercise their discretion and most certainly do.

Mr. SuagHT: Do you suggest there is a chartered bank, we will say, of one
political stripe that will lend its money to them in preference to others?

Mr. Jaques: I will say this—

Mr. SvacHT: If so, let us get it on the record.

Mr. Jaques: I will put this on the record, that those who hold ideas of
monetary reform most certainly are discriminated against; and every business
man knows that.

Mr. SvacuT: By whom?

Mr. Jaques: 1 beg your pardon?

Mr. Suagut: They are diseriminated against by what chartered bank?
If you have a charge to make, make it.

Mr. JaQues: All of them.

Mr. Suagut: That is pretty broad and covers a lot of territory.

Mr. Jaques: There is no business man in Alberta to-day who is prepared
to say, although there are many of them—there is not one who is prepared to
come out in the open and say, “I am a social creditor,” for fear of his credit:
That I know to be a fact.

Mr. SvacuT: Are you asserting that no avowed social creditor in Albertd
has loans from any chartered bank to-day?

Mr. Jaques: No, I am not saying that. But I do say this—and I say
it without any doubt at all—that there are in Alberta to-day many busines
men who are at heart social creditors and who, I know, vote social credit when
they vote, but they fear to get out in the open and say so. As they sa¥s
their credit would suffer.

Mr. SuagaT: Well, that is their idea, perhaps. But are you plrepfilred
to make a charge against any chartered bank that did do business or is doing
business in Alberta, to the effect that they operate their bank in that way’
If so, let us have something definite.

Mr. Creaver: Let us have the names.

Mr. Jacques: I will put this on the record, and T am giving the ininion‘

of the biggest banker in the British Empire. He said that banks control ‘{he
policies of governments and hold in the hollow of their hands the destini®
of the people. The right hon. Reginald McKenna made that statement;
was at some time chancellor of the exchequer and at the present time i8 thz
chairman of the Midland Bank which, I believe, is the biggest bank in th
British Empire. ‘
Mr. SuacaT: I am through with Mr. Varcoe. I have just one suggest!
to the hon. member who has just addressed the chair, and it is this. I sho¥
[Mr. F. P. Varcoe.]
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like to hear from him any reason why the political party, of which he is a
worthy advocate, should control in his province a purely political bank when
o other province in the dominion has such a thing.

By Mr. Bercovitch:

Q. Mr. Chairman, may I just ask Mr. Varcoe if he would be good enough
to say another word or two, if he would care to, on the last reason he gave for
Suggesting that this might be unconstitutional—that last paragraph.—A. Well,
the legislative power in Canada is divided between the dominion and the
Provinces particularly by sections 91 and 92 of the British North America
Act; and it has been held over and over again that the administrative or the
txecutive powers of government are similarly divided; that is to say, that
the executive power of the province, of the provincial government, is confined
to those things that are relevant to the legislative powers vested in the
Provincial legislature. Similarly, the dominion executive or administrative power
has a very direct relationship to the dominion legislative power. My submission
1S the provincial government cannot be vested with any sort of executive
Power which ordinarily falls within the dominion field.

Mr. Tuorson: What executive power are you referring to that relates
to this bill?

The Wirness: Section 3.

Mr. Bercovitcn: That appears to me to be a powerful argument.

Mr. Cueaver: I have two questions I should like to ask Mr. Varcoe.

The CrarMAN: Mr. Blackmore has the floor.

Mr. Brackmore: I just wonder if the witness would tell us whether or
ot the dominion government has the power to refuse to allow an elected
f0vernment to own shares in a bank? For example, would the dominion
g0vernment have the power to refuse to allow the municipality of Toronto
0 buy shares in a bank in Canada.

The Wrirness: There is no question as far as I have considered it of
Parliament prohibiting any person owning shares in a bank.

Mr. Taorson: Parliament can do that under its legislative power as to
banking. It can say who may and who may not own bank shares.

Mr. CoLpweLL: As a layman, there is one thing that puzzles me. Why
“annot the dominion government give to the provincial government all the
Yights that it can give to a board of directors of ordinary people?

The WrrNess: Because the powers of that provincial government are fixed
by the constitution and cannot be altered by any action on the part of
arliament, pis-

. Mr. CotpweLL: Are we to understand that a board of directors can be
8lven wider powers than members of a provincial government?

The Wrrness: As such I would think so.

Mr. Trorson: Not necessarily wider.

By Mr. Cleaver: :
Q. Tt is proposed under this bill that the province of Alberta should

* BUarantee the bank against loss of capital and make good any loss of capital

Aeh might oceur. It is a well known fact that a province cannot be sued
ithout the consent of the province—A. Yes, sir. :

Q. Keeping both these facts in mind my question is: Would the federal

Il‘;af'll-ament have power to enact legislation permitting the liquidator of this

In the event of its bankruptcy, to sue the province without its consent?—

of Could the dominion authorize the liquidator to sue wilthout the consent

the province?
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Q. Yes—A. I would think not, but a question arises there—

Q. So that then the province itself could entirely nullify its guarantee
to the creditor by simply declining to be sued?—A. I do not know at the
moment—

Q. You might consider that point and the other point. On which I would
like your opinion is this: Has any province the right to use public money which
it receives by taxation from its people to operate a bank with federal banking
powers, a bank incorporated by the federal authorities?>—A. Of course, that
raises the same question that was dealt with in the privy council in the
unemployment insurance reference where they seem to have laid down that
the dominion parliament could not utilize dominion money for provinecial
purposes. 1 suppose they would have logically to say that the provincial
legislature could not authorize the using of provincial funds for a dominion
purpose.

Q. Is it your opinion that the province of Alberta could be restrained
from using provincial moneys for the purpose of carrying on a bank under
a federal charter?>—A. I do not suppose you use the term ‘“restrain” in any
strictly technical sense.

Q. Are there constitutional restraints, then?—A. Well, I had not given
any thought to that, Mr. Cleaver, but the question does arise, undoubtedly.

By Mr. Thorson:

Q. The difficulty in the question is exactly the one that was raised on the
unemployment insurance reference.—A. Yes.

Q. Because if the dominion cannot use its moneys for purposes other than
dominion purposes then, of course, it would follow the province could not
use its money for other than provincial purposes—A. Tt seems so.

Q. On which banking is not run—A. Yes, sir.

Q. But I do not know that unemployment insurance case goes quite thab
far—A. Well, it is a little difficult to be sure of what they meant.

By Mr. Blackmore:

Q. Mr. Chairman, let me ask a question. Would the province be com-
petent to use provincial moneys to buy the securities in a corporation and put
it in its sinking fund?—A. Well, purely on the basis of an investment I would
think so. !

Q. If it could use its money in that manner could it not use its money
to purchase all these securities that constitute the shares in a bank?—A. Well,
Mr. Blackmore,—

Q. Or a portion of them?—A. You get into the field of what is the real
purpose of the legislation. If you have legislation, for example, authorizing
a provincial treasurer to invest surplus funds in various kinds of securit1€$
including bank stocks I would think no one could question the validity ©
that. On the other hand, if it became apparent the scheme was to utilize the
funds of the province to go into the dominion field of business then another
- question would arise and as Mr. Thorson pointed out in the unemploymen
insurance scheme they said the dominion parliament could not appropriat®
funds—at least that is one interpretation of the judgment—that parliamen
could not appropriate dominion funds for the purpose of dealing with #
p'rovmclal matter, and 1 would subseribe entirely to Mr. Thorson’s propost?
tion, that at least it would be logical to say that the provinces could no
utilize their funds to engage in a dominion purpose.

_Mr. Trorson: That is, if that is the meaning of the Privy Council’®
decision.

The Wrrness: If that is the true interpretation.
[Mr. F. P. Varcoe.]
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By Mr. Claxton:

Q. May I just put a question to Mr. Varcoe following along the lines of
the present discussion? May I suggest to him the restraint on the spending
power of the province flows from the British North America Act itself and
does not depend upon any interpretation given to Lord Atkin’s dictum in the
employment and social and insurance reference case.—A. That is quite right.

Q. Namely this, that section 92 (2) of the British North America Act
gives the province legislative jurisdiction over “direct taxation within the
province in order to the raising of a revenue for provincial purposes.” And
therefore you are directly within the four corners of section 92 of the British
North America Act, the limitation upon the power of the province to raise
money or spend it at all—A. Oh, well, that has to do with the raising of
money by taxation; but it might raise money by borrowing.

By Mr. Kinley:

Q. Do you think the provineial government of Alberta could create a
commission and give instructions to the commission to approach the federal
government to obtain a charter to carry on a bank?—A. I would think that
would be just in the same category as what they have done in Alberta.

Mr. Graram: You cannot do indirectly that which you cannot do directly.

By Mr. Thorson:

Q. Is not the question to be approached in this manner? What is the real
pith and substance of this bill, and is it not a fact that the province of
Alberta by this bill is constituted a bank?—A. That is right.

: Q. Now, may that be done?—A. I say it cannot be done.

Q. That is related to the first question that I put to you, namely could
the dominion constitute a publicly-owned chartered bank with all the stock
vested in the province?—A. No. : ‘

Q. When I asked you that question first you were not quite certain. _Your
first reply was that you thought they could do that—A. I should like to
explain that answer because I thought you had something like this in mind:
Suppose these ten or twelve gentlemen who constitute the exepuhye council of
the the province and who signed the petition, 1 believe, of this bill, asked for
an ordinary bank charter without any of these special powers at all. Now,
they became incorporated and they proceeded to issue stock, and that stock is
Subscribed for in toto by the provincial government. There you have a set-up
that one could hardly doubt the constitutional validity of. 7

Q. I am not sure of that—A. You would have to go back to the _proymcu_xl
government statute to find any invalidity, because there would be nothing in this
statute that indicated who the people were or what was in the mind—

By Mr. Slaght: s ; !
Q. When they came to get the money out of the province by order in council
to put it into this venture to carry on banking would there be any question
arising?—A. I quite agree there would be. .
Mr. THorsoN: Now it seems to me that we should have a very definite
OPinion on the basic question of the jurisdiction of the dominion, and the basic
Question is the one that I suggest, first of all, can the dominion parliament consti-
tute a publicly-owned chartered bank with all the stock owned by the province.
think we should have a considered opinion on that. .
Mr. SuacaT: Would you not add to that, with all banking powers? ¢
Mr. TrorsoN: The stock might carry the powers with it. But the basic
Question is: Can the dominion parliament constitute a quhcly-owngd chartered
ank with the public ownership in the hands of the province; that is, make the
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province the sole owner of all the shares of the bank. It would seem to me that
we ought to have from the department a considered opinion on that subject; and
1t is not an easy decision to make.

~ The WrrNEss: In the interest of being sure that I understand what you have
in mind, Mr. Thorson, may I ask do you mean that you have an ordinary bill in
the qsual form (a) or whatever it is in schedule to the Bank Act, with gne unusual
provision, namely section 5?

Mr. THORsON: Yes. '

The Wirness: That is all you would have in the bill?

Mr. THORsON: Yes.

The Wirness: Well, I would certainly have to consider that.

Mr. TrorsoN: My point is this: if the dominion government can do that,
can constitute that kind of a publicly-owned chartered bank then the province
by virtue of its ownership of all the shares can then do the things that are pro-
vided for in sections 2 and 3.

Mr. GraAM: But not in the way it is stated in the bill.

Mr. TrorsoN: That is really a mechanical matter, and the question which I
asked, I think, goes to the heart of the jurisdiction of the dominion.

The Wirngss: I am not sure that it goes to the heart. I will agree that it
goes to the heart of it, but you would have to make up your mind on the very
difficult question whether parliament was not trying to do indirectly something
it could not do directly.

By Mr. Thorson:

Q. Why, then, related to that question is this, as it is really another way of
stating exactly the same thing: Can the dominion parliament constitute a prov-
ince as a bank; that is, the government of the province as a bank which is, I
submit, what this bill purports to do?—A. Well, I have already advised that in
my opinion parliament could not do it.

Q. The two are related?—A. They are related in the way I have indicated,
that if this stock ownership scheme is really a move or a method of doing
indirectly what I have already advised cannot be done directly then it is bad
and you get into the very difficult field that you know as well as anybody. You
know how difficult it is to know what a court will say as to the pith and substance
of such a provision as you have in mind.

By Mr. Graham:

Q. Your considered opinion, Mr. Varcoe, is that parliament has not constitu-
tional authority to pass the bill that is before the committee?—A. Yes, sir.

By Mr. Slaght:

Q. Can you tell us if the promoters of this bill prior to its getting along to us
got from the Justice Department or the law officers of the Crown an opinion on
its constitutionality, or did you go into it at the request of this commitee?—
A. At the request of this committee.

Q. Not prior thereto?—A. No.

The CrarMAN: T suggest we give Mr. MacTavish an opportunity to make &
statement.

Mr. SracaT: Yes.

By Mr. Ward.:

Q. Follovying along the last question of Mr. Slaght—it may have been
considered at'some previous meeting of the committee when I was not here—

could Mr. Varcoe or anyone here tell us what the difference is between this bill
[Mr. F. P. Varcoe.]
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and the proposed legislation passed by Mr. Dunning to the province of Alberta?—
A. Mr. Dunning never got down to details, that I know anything about. He
never got down to details about it; all he said was simply this: I will facilitate
your getting a bank or something like that.

By Mr. Thorson:

Q. Tt is clearly stated in the house. There is just one other question I
should like to_ask: Would it then follow that the only public ownership of a
bank that could take this would be a bank in the hands of the dominion govern-
ment?—A. Well, that is quite a question to answer.

Q. It is related to the question I asked you; in other words, we are facing
a principle here of public ownership of a bank?—A. Yes, sir.

Q. Not private ownership of a bank?—A. Yes.

Q. And the question that arises, if this committee should pass in favour
of public ownership of a bank, is this, can that public ownership only be in the
hands of the dominion or is it possible for public ownership of a bank to be in
the hands of a provincial government?—A. Yes, sir.

Q. 1 realize that I am putting before you an exceedingly difficult consti-
tutional problem, and if the department has not considered that in a basice
fundamental aspect— —A. The department has not considered it with a view
to advising on it at this time.

Q. I would suggest that we should have a further outline of the reasons for
the opinion of the department, because I think you will agree, Mr. Varcoe, in
the light of the discussion we have had this morning, it presents the reasons as
you have outlined them in not as complete a manner as I am sure you would
like them to be.—A. You mean in relation to this bill?

Q. In relation to this bill and in relation to the fundamentals underlying it,
because you cannot give an opinion based only on the form, when the purpose—
—A. But, Mr. Thorson,—

Q. Just a moment; let me finish. - You cannot give an opinion only on the
form on a thing when the same thing can be accomplished in another manner.
You have to look at the whole pith and substance of the legislation and the
fundamentals underlying it.—A. The pith and substance of this legislation is
as plain as anything can be. The proposal is to turn the lieutenant-governor
of the province into a bank, and my submission is it cannot be done. I have no
desire to amplify that opinion at all. y

Q. Now, we have had it stated that the pith and substance of this bill is
Xlat the government of the province of Alberta is being turned into a bank.—

. Yes.
Q. And that is not within the competence of the province.—A. That is
right, ;

The CuarMmaN: I suggest we should let Mr. MacTavish make a statement
or ask some questions.

Mr. Jaques: May I ask one question?

The CrAlRMAN: We are within five minutes of adjournment. I think Mr.
MacTavish who is representing the province of Alberta in connection with this
bill should be given an opportunity to make a statement.

Mr. MacTavisa: Mr. Chairman, it might be premature for me to endeavour
to make any statement at the moment if Mr. Varcoe, who is the constitutional
adviser of the committee proposes to give a further opinion along the line of

r. Thorson’s questions. In the first instance when I was proposing to present
this constitutional difficulty which, of course, has been present in the minds of
those men connected with this bill, I had intended to do it in this way. It is
obvious that under the Bank Act there is contemplated the incorporation of
chartered banks. Sections of the act provide for that. Now, assuming that
then it seems to me that the question was as Mr. Thorson has put it—assuming
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that the bank has itself provided for the necessary delegation of authority to
directors and promoters to incorporate and administer the bank, can these
powers be delegated or not, the same powers be given to a province. Now, it
seemed pretty clear looking at it at the moment from the layman’s point of
view, as Mr. Coldwell has said, that it would seem absurd that if the Bank Act
provides for the delegation of authority to a board of directors that the same
thing could not be done with respect to a province.

Mr. BercovitcH: 1 do not agree with that at all.

Mr. SvacaT: The board of directors would use its own money, not the
people’s. ;
Mr. BercovitcH: This is the people’s money.

Mr. MacTavisa: From that point of view we approached the drafting of
the bill, and the drafting was done, and it was for that reason that certain
changes were made in different sections of the bill bringing the mechanies of
the bill in line with that principle. Now, as I said at the beginning of these
remarks it might be premature for me to attempt to declare anything along that
line if the fact is that Mr. Varcoe as constitutional adviser of the committee
proposes to give an opinion on the fundamental point raised by Mr. Thorson.
It would seem proper perhaps that I should withhold any remarks that I have to
make until after Mr. Varcoe gives his opinion.

The CuamrMAN: Shall we adjourn until 11 o’clock to-morrow?

Mr. JaQues: May I ask one question?

Mr. Coupwern: Will Mr. Varcoe prepare a statement?

The CHARMAN: Yes, that is the understanding.

The Wirness: I do not know that it would be ready for to-morrow morning.

Mr. Taorson: Really it would be quite impossible for Mr. Varcoe to
prepare that statement for to-morrow morning. It is a constitutional question
involving an extremely difficult problem.

Mr. SuacHT: I suggest this—

The CuamrMAN: Just a moment; Mr. Jacques has the floor.

By Mr. Jaques:

Q. May I ask Mr. Varcoe one question? Has the dominion parliament
the power to delegate to private individuals the power to create money?—A.
Well, now that is a pretty broad question. If you are in the dominion field,
of course, parliament powers are unrestricted. .

Q. By the British North America Act you would have the fundamental
powers and if this parliament has the power to delegate to private individuals
the power to create money— A. There is no restriction whatever upon the
power of parliament to legislate in relation to money within Canada.

Q. Then it could grant the privilege to private individuals too?—A. I am
afraid—

Mr. THorsox: That may be possible, and that is the question I asked Mr..

Varcoe.

The Wrrness: T should like to be a little clearer on it. The point is nob
that the dominion parliament has not got ample powers to do anything i
pleases in relation to banking but that the provincial government is an insti-
tution established by the constitution and parliament cannot alter that. Parlia-
ment could not, for example, delegate to the provincial legislature of Albertd
power to legislate on banking because section 92 of the B.N.A. act says what
the provincial legislature can do and parliament cannot change it. That 1%
the point.

[Mr. F. P. Varcoe.]

‘o
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By Mr. Jaques:
Q. Is it not by the constitution the sole prerogative of the Crown to create
and issue money?—A. The dominion Crown.
Q. How can they delegate that to private individuals?

Mr. THorsox: They may be able to do that and not be able to delegate
it to the provinces by reason of the constitutional set-up of the provinces, and
it is just that particular question I am asking Mr. Varcoe to explore further.

Mr. SvaguT: May I make this suggestion? Instead of asking Mr. Varcoe
to give an opinion on Mr. Thorson’s question I suggest we do not for this
reason; he cannot do it to-morrow; it may take a week, and it is not involved
in the constitution of this bill.

I am afraid when we are reviewing this bill we will get off into academic
discussions about the Bank of Canada and everything else. Let us stick to
our knitting and not wait for a week for an opinion on an academic problem
that is not presented in the consideration of this bill.

Mr. THorsox: There is nothing academic about it.
Hon. Soron Low, recalled.

The CHamrMAN: Mr. Low, is there anything you wish to say?

The Wirngss: Just one point, Mr. Chairman. I have no right of ques-
tioning at all; but I thought perhaps at this point it might be useful to put this
thought before the members of the committee for consideration in connection
with the constitutional question. I do not propose by any means to know
anything at all about the constitutionality of the bill. I do know, though, that
the B.N.A. Act does give to the provinee control over property and civil rights.

By Mr. Thorson:

Q. Not banking—A. All right. ) _

Q. Not over property and civil rights connected with banking.—A. But I
am wondering if the members here have given serious consideration to the ques-
tion of just how far any provincial government can control, even remotely,
broperty and civil rights unless they have control of one of these two things:
the complete control of credit policy of the existing banks within the boundaries
of that province or the right to make regulations under a bank of their own

which would have the same effect.

By Mr. Thorson: S i ; :
. Has the supreme court not settled that-for you in the province of
AIbe?ta?—A. I do rrl)ot know that they have. I doubt that they have. But I
Just wanted to mention that because it is an important point for your con-
Sideration while this constitutional question is up; because if the B.N.A. Act gives
to the province the undisputed control of property and civil rights, and _propeyty
and civil rights cannot be controlled except through a control of credit policy
Within the boundaries, then how in the name of common sense can the terms
of the B.N.A. Act be carried out under such conditions?

By Mr. Slaght: - o 3 =
Q. Has your attorney-general rendered you an opinion, a conm;iered opinion,
on the constitutionality of this bill or has he not been asked to?—A. Yes, he
as: and the law officers of the crown unanimously agreed that it was con-

stitutional. , 5 )

Q. Can you give us their opinion and put it before us? Then we will have
the two.—A. T would be quite happy to obtain that. Just before I close, T was
asked by the committee, Mr. Chairman, to bring to this committee a copy of
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the letter which was mentioned in the questioning on the first day of the hearing.
That was in connection with Mr. Davidson’s recommendation—his personal
recommendation of Mr. Sousa. I have that here. ‘
- The Crammax: Place it on the file, Mr. Low. The commlttee will adjourn
to meet at the call of the chair, if that is agreeable.
' Some Hon. MEmBERs: Carried.

s The committee adjourned at 1.05 p.m., to meet again at the call of the
chair.
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APPENDIX

(Letter filed by Hon. Mr. Low as requested on July 17—page 36 and 37
of the evidence) §

MAYOR’S OFFICE

CALGARY, ALBERTA,
November 22, 1935.

To WaoM It May CONCERN:

This is to certify that the bearer of this letter, Mr. J. J. Sousa, is a bona
fide citizen of Calgary where he has resided for the past fourteen years and is
well and favourably known. He is leaving Calgary on a business trip to Los
Angeles, California, for about three months and will afterwards return to Calgary.

have no hesitation in recommending him as a fit and proper person to be
admitted to the U.S.A.

Any courtesy extended to Mr. Sousa will be much appreciated by the under-
signed.

A. DAVIDSON,

Mayor.
Signature of Bearer:

J. J. SOUSA.

(Copied from copy of original.)
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MINUTES OF PROCEEDINGS

WEeDNESDAY, July 24, 1940.

The Standing Committee on Banking and Commerce met at 11 o’clock a.m.,
the Chairman, Mr. Moore, presiding.

Members present: Messrs. Black (Cumberland), Blackmore, Bercovitch,
Blair, Casselman (Edmonton East), Claxton, Cleaver, Donnelly, Eudes, Graham,
Gray, Hazen, Hill, Jaques, Kinley, Lacroix (Beauce), Laflamme, Lapointe
(Lotbiniére), Macdonald (Halifax), Maemillan, McNevin, Marier, Mayhew,
Moore, Ross (St. Paul’s), Thorson, Tucker, Ross (Calgary East), Ward.

In attendance: Hon. Solon E. Low, Provincial Treasurer, Province of
Alberta, Mr. C. S. Tompkins, Inspector-General of Banks, Department of
Finance, and Mr. J. C. Osborne, representing Mr. D. K. MacTavish, Counsel
for the Government of Alberta.

Mr. Blackmore made a statement.

The Chairman submitted representations received from the Edmonton
Chamber of Commerce on the matter of an Alberta Bank Charter. By
unanimous consent, these representations were read into the record. ;

A telegram addressed to Mr. Ross, Member for Calgary East, by Mr. J. J.
Sousa, was also read into the record.

Hon. Mr. Low was recalled and further examined.

At 1.00 p.m. the Committee adjourned until Thursday, July 25, at 1I
o’clock am.

R. ARSENAULT,
Clerk of the Committee.







MINUTES OF EVIDENCE

House or ComMmons, Room 497,
July 24, 1940.

The Standing Committee on Banking and Commerce met at 11 am. The
Chairman, Mr. W. H. Moore, presided.

Hon. Mr. Solon Low, Provincial Treasurer, Province of Alberta, recalled.

The CramrMAN: Order, gentlemen. This session of the committee has
been called at the request of the promoter of the bill, Mr. Blackmore, and I
would suggest we have from Mr. Blackmore at the outset a statement as to
what he has in mind with regard to the conduct of this session.

Mr. Brackmore: Mr. Chairman and gentlemen of the committee, I am
endeavouring to put myself in the same position as you gentlemen must be;

am endeavouring to look at this whole question from your eyes. I thought
because of the number of questions that have been most sincerely asked—
and they were most sincerely asked by men who wished information—that it
Was only fair that you be given an opportunity to have the questions which
have heen raised dealt with in a way which would satisfy you. That is why
I thought it wise that we have a meeting or two more while you have Mr.

Oow—who is a member of the administration in Alberta, about which' we
hear so much, and who knows probably more about the details of that adminis-
tration than any other man in Canada. It is an opportunity I think which you
Yecognize that we are not likely to have again soon—to get together and
Jave a chance to ask him questions again and have him deal with aspects that
In the general run of things he has not been able to go sufficiently into to
Satisfy some of the minds of the committee.

If T were a member of this committee as you are—I am a member of
Course—if I were a member of the committee from Ontario or from the
~onservative party there are certain things I would want to know concern-
Ing this bill and the whole general set-up before I would feel myself justified
0 casting a vote either one way or the other. '

Mr. Creaver: I would want to know first, what is social eredit.

. Mr. Brackmore: If the honourable member. will first let. me give my
litt]e speech Mr. Low probably will be able to answer you as he is aware what
'S going to come up. While we are on that may I say there is not any other
Question that any Social Crediter from Alberta is more eager to answer than
the question which the honourable member has asked and there is not any
Question which Mr. Low is more glad to answer and more qualified to answer

an that very question; so that you can see already, Mr. Chairman, that
there is evidence that there were questions which the members do want to
Kk and have answered in a straightforward way.

I would want to know two main things, I would say, about the set-up
before would have an idea what to do about this bank. First of all I would
Yant to know a good deal about the Aberhart administration, as has been
Mdicateq by the general attitude of the members of the committee. They
Want to know what kind of a erowd they are giving these powers to or being
askeq to give these powers to. I have noticed that most of the questions were

®aring one way or the other on that main topic. If the members’ minds
f(:We been satisfied with respect to those considerations naturally they would

el free to deal with the question of a bank and consider it.



134 STANDING COMMITTEE

I would want to know concerning the Aberhart administration some of
the few things I have listed as sufficiently comprehensive to satisfy myself.
Most of the members here will probably feel that they could assist me by
increasing the list. But I should want to know: has the Aberhart administra-
tion shown itself to be worthy to be entrusted with a bank? I should like to
know first has this administration thus far been financially sound; that is, could
Alberta pay; did Alberta do her best to pay; was Alberta justified in cutting
interest; was Alberta justified in defaulting? Then, again, is the administration
aiming at objectives which are sound? Now, ineidentally the question which
Mr. Cleaver raised just this minute is directed right on that point so that I
think I have judged the minds of the committee with some degree of success.
Has the administration aimed at objectives which are sound?

(a) Repaying its debts.

(b) Paying its interest.

(c) Paying its way—a very serious matter for us all in these trying times.

(d) Developing its resources, primary and secondary, so that it can
guarantee to its people food, clothing and shelter to the extent of even $25 a
month to bona fide citizeps; and price parity, the thing about which we hear
a good deal to-day in a general way but not very much in a detailed and tech-
nical way; price parity for Alberta producers and consumers.

Then, has the Aberhart administration been sound domestically?

(a) Has it saved money?

(b) Has it saved wisely? We know economy consists of saving money
wisely and also spending money wisely. Has this administration saved money
wisely and spent money wisely? These are very important questions. For
example, has it saved on the cost of insurance where it could? Has it saved
by cutting down excessive staff where it could? Has it saved by purchasing
the goods it needed at the best advantage? Then, has it spent wisely? Has it
provided the province in so far as it could possibly do so with good roads, with
suitable education, with such things as irrigation? Then, has it encouraged the
development of industry? For example, what has it done with respect to its oil
industry; what has it done with respeet to manufacturing such as woollens and
sugar and clay products and the like? Has it really had a policy in this
respect and has it pursued that policy with definite tangible results which are
good? Then, has it taxed wisely? That is a matter which is in everybody’
mind while we are considering the greatest budget in Canada’s history an
regarding the gréatest budget in Britain’s history. Has it taxed wisely; has it
brought in experts to advise it in the matter of taxation, and has it followed
the advice of those experts? Is its tax structure in accordance with the best
accepted ideas of the best thinkers of to-day? Has'it collected wisely? Has
it been severe enough on the people who owed taxes, but not too severe? Ha$
it so deported itself as to establish confidence in the minds of those with whom
it has intimately dealt? For example, at what time did Mr. Aberhart concelveé

the idea of refunding Alberta’s debt, and has he maintained that objective con”

sistently through the years? Is he still working towards a refunding whi¢
would obviously put the province on a sound basis financially and greatly &
in the reestablishment of complete confidence in Canada which might perhap®
have been put in some question as a result of Alberta’s default? Is the govern”
ment honestly and earnestly seeking to refund at a lower rate? Has it bee?
prompt to pay? When it has agreed to pay a certain amount of money,

1t paid it? Are the teachers of the province paid up? Are the civil servan!
paid up? Are the people who supply goods to the Alberta government P&
promptly and fully so that there is confidence in the government? Again,

it adopted a co-operative attitude? 1 notice that some members of the €O%”

[Hon. Solon E. Low.]
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mittee raise questions like these: did the government call in the bondholders
and talk the matter over with them? Has it played the game, so to speak? Is
1t square and above board and honourable?

Now, there is no man in a position possibly to tell us better than this man
here, pointing to Mr. Low, regarding these matters because he is the man that
meets these men. As I see it, Mr. Chairman, all of these questions would have
an 1mportant bearing upon whether or not I would vote to give Alberta a bank,
Wereh 1 % lrfxember from Nova Scotia instead of a member from Alberta voting
on this bill.

Having dealt with this whole question of the dependability of the Alberta
administration and of the Social Credit party in general throughout Canada
I would then want to turn to the question of a provincial bank as such and I
should wish two main questions answered regarding the provineial bank.

Mr. Ross (Calgary East): You have submitted a lot of questions and if
they are going to be answered they would have to be answered against the
province.

Mr. Bracemore: It just happens that the opposite is true. If the answers
to these questions are given they will be in favour of the province; but I did
not wish to interject anything that might be considered of a political nature
until the honourable member made that observation.

Mr. CasseLman: Perhaps some of the members would like to hear from
some of the other members.

Mr. Brackmogre: I think the Chairman gave me the privilege to make a
little speech. Everybody recognizes I cannot give that speech as effectively
when I am interrupted. There are plenty of other questions that may be
Important, these questions in particular may be asked.

The CuamrMAN: May I say to the honourable members that every oppor-
tunity will be given to a free discussion on that matter.

Mr. CasseLman: T am sure it will.

Mr. Lacroix: Are you permitted to make a political speech?

The CuamMman: I will allow you to make one.

Mr. Jaques: I just want to ask one question.

The CmamMman: I do not think you should interrupt.

Mr. Jaques: 1 want to ask one question.

Mr. Mayuew: Do not ask a question until Mr. Blackmore finishes.

The Cuamrman: Let Mr. Blackmore finish.

Mr. Brackmorg: I have endeavoured—

The Cuamman: You are setting a bad example to the other members,
Mr. Jaques. \

Mr. Brackmore: As I was saying when I was interruptgd, or as I said
b_ecause of the interruption, I have endeavoured to keep pollt_lcs out of this
lttle speech. I am keeping away from everything which might even con-
Ceivably be interpreted as being political; therefore I have made no statement,
Or at least I have endeavoured to make no statement; I have qlerely raised
Questions which might be answered by members of the committee and by

r. Low to the complete satisfaction of -all the members of this committee.

May I turn again to the question of a provincial bank? The first thing
L would want to know regarding a provincial bank is this: Is it sound for the
€Conomy of Canada, for the economy of the British Empire, for the economy
of Alberta? Is it sound that any degree of control over banking shall be
Put into the hands of a unit smaller than the Dominion of Canada? There
8re two points of view, one in favour of the centralization of industry and
Other things, and one in favour of decentralization; but obviously the proposal
© establish a provincial bank is a step towards decentralization. So I would
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say I should wish to canvass with a great deal of care, the whole general ques-
tion as to whether or not it is sounder for the Dominion of Canada to have
complete control of currency and credit vested in one unchallengeable central
power or vested in a number of smaller units under suitable safeguards. Having
answered that question to my satisfaction then I would be prepared to proceed
with the particular bank in question. And I would want to know whether
or not in Alberta it does look as though the operation of a provincial bank
with its policy directed by the provincial government which is responsive to
the will of the people would make for an improved economic standard in the
country or would make in the opposite direction. I would want to know, for
example, whether in all probability Alberta would be better able to develop
her beef production with a bank than without a bank; whether Alberta would
be able to establish such concerns as woollen factories; whether she would be
able to establish these factories better with a bank than without a bank.

Mr. Lacroix: Without a bank.
Mr. Brackmore: I am raising the question; I am not answering it.
Mr. Lacroix: Without a bank; with a bank you fail.

Mr. BrackMoRE: You can see how interesting these questions are.

Now, upon the way in which I answered that question much of my decision
as to where my vote would go would depend; and if it could be shown—please
note the “if”—that Alberta through the operation of an instrument of cur-
rency and credit production, such as a bank, could be more certain that she
could develop the woollen industry, the milk-processing industry, the hat
manufacturing industry, the fur farming industry, the oil production industry
and any one of scores which I could name right off—if it could be shown
that with a provincial bank Alberta would be better able to develop these
industries then I would be forced to this coneclusion, that it is well to let
Alberta have a bank. Why? Because this Dominion of Canada at this
particular moment wants production in superabundance. Then I would pro-
pose to canvass this question: Knowing that the matter of price is of very
vital concern, would Alberta’s government be better able to guarantee to her
people such fair prices, both to producers and consumers, as would make for
the economic betterment of the province—would she be better able to guarantee
those prices with a bank than without a bank; and if it could be found that
she could more equitably manage her price structure and approach more near
to price parity with a bank I should certainly be disposed by that considera-
tion to cast my vote in favour of giving Alberta a bank. :

There are other questions which I could raise but I believe this 18
sufficient, Mr. Chairman, to show the lines along which my mind would run
and I fancy from the faces of the men who have been sitting before me and
so indulgently listening to me apparently that is very much along the lines their
minds would run. First of all, is this administration sound? Is the Social
Credit movement sound in its attitude, and then, is a provincial bank a soun!
proposal? Is it sound to decentralize control over financial matters, credl
matters, or to centralize them? Having answered those questions I shou
be in a position to vote upon this bill.

I think, Mr. Chairman, having taxed the indulgence, the kindness and
patience of this group thus far, I am going to cut short this little introduc”
tion and leave the matter to be developed as the members and Mr. Low see 11t

The CHArMAN: Now, Mr. Blackmore, this meeting was called at your

request. What procedure do you suggest to follow? Do you want to hear from ;

Mr. Low now or would you like to have an examination on your statements?
Mr. Brackmore: I think, if T could so far venture as to suggest, that the
best results, the most satisfactory results in every way both from the st& i
point of the knowledge we get and the understanding we gain and the gOOd‘Wll
[Hon. Solon E. Low.]
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that would prevail will be obtained by some such proposal as this: that Mr.
Low give a little talk now to give an idea of whether he is in sympathy with me
or whether I have left something out and give you an idea as to whether he is
quite willing to answer all your questions. Then I would propose this, Mr.
Chairman, that Mr. Low be asked to turn his attention to the problems which
have thus far been raised in this committee—there  are plenty of them. For
example, Mr. Slaght raised a problem by his final question yesterday. There
are, I think, several which have been raised by various men. I have a list of
them in my hand and I would suggest that Mr. Low take one of those problems
Which he considers probably the most important and spend about ten minutes
on 1t—not too long, and then have the members ask questions on that topic
until they are satisfied.

The CHarMaN: Gentlemen, is it your pleasure to hear Mr. Low make a
ten-minute statement? :

Mr. Creaver: I think perhaps there is quite a little feeling among members
of the committee that Alberta has made her presentation and that the members
of the committee would like to ask questions, based on the presentation. Now,
lf the presentation is not complete and they have omitted anything they would
like to add to their presentation, why well and good. I know that a number
of members of the committee want to ask some questions.

Mr. KinLey: I thought we were to hear Mr. MacTavish this morning.

The Cuamrman: No, Mr. Varcoe is not ready with his statement yet and
J‘ Mr. MacTavish has asked to be allowed to adjourn his statement until Mr.

arcoe has made his final statement.

. Mr. CasseLmax (Edmonton East): Mr. Chairman, I should like to make
this suggestion to the committee. We have been patiently listening to the
Presentations from those representing the social credit government in Alberta.
ﬁv at government was elected at the last parliament with 43 per cent of the votes
i of Alberta. There are some of us here, members of this committee, who repre-
Sent the other people in Alberta, and I think it is about time they were heard.

Mr. KiNLey: 43 per cent of the votes, not taking into consideration the
alternative vote. How do you figure out the 43 per cent?

Mr. CasseLman: The first choice votes; 43 per cent approximately. There
are some of us here, members of this committee, who represent the rest of the
People of Alberta and who are not at all in favour of this. I think it 1s_a;bout
Mme that this committee heard something of how we, who have been in bhe
Qdst, of this and have had to put up with it for the last five years, view this

Ing,

Some Hon. Memeers: Hear, hear. .
S; Mr. Jaques: Mr. Chairman, the question 1 wanted to ask before was this.
oice the government of Alberta has been on the spot in this committee since

Started, when that phase of the proceedings is over I suggest that our oppon-

S be put on the spot, and that we be allowed to question them—the two
Iglem'bers from BEast Calgary and East Edmonton—as to their conduct of affairs
f  ®fore this administration came into office. I think that is fair.

The CrARMAN: We cannot go back too far, gentlemen.

Mr. Marmer: We would go back to 1905. = iy
: r. Mavaew: I would suggest this, Mr. Chairman. When a man comes
iR to sell me an arlticle I ‘Iis.t%%l to his. argument until he Is through. If it
;mpresses me, I will say "‘ves’; if he does not, I will say “no.” It is not neces-
3 Y for me to tell him the reasons I do not wish his article. These genb_lemen
b:e down here to sell us the idea of a bank for Alberta. I think they should

allowed to give us their complete argument. W hfn t-l}’ey have given us their
Dlete argument we can say “no” or we can say “yes,” as we think fit. But
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I do not think that it is necessary for us to tell them all our reasons why. If
there is an honest man in the House of Commons—and I think there are a few
—Mr. Blackmore is certainly one of them, and he is sincere in telling us what
he has told us to-day. But he has certainly left himself open to have this bill
talked out if we want to go into all that he has put before us. But it is up
to him to say whether we should do it or not.

The CrmamrMAaN: Is it your pleasure to hear Mr. Low for ten minutes?

Someé Hon. MEMBERS: Yes.

The Wrrness: Mr. Chairman, I am not prepared to speak for ten minutes
at all at this moment. All I can say is that I would be happy to try to
answer any questions which the members of the committee have for me, in
an effort to vindicate our application for this bank charter; and if it is
desirable, when any question or any topic is brought up upon which I feel
that it would be wise to spend ten minutes, then I would certainly be happy
and pleased to take that time, if you desire me to do so.

Mr. Creaver: Could you tell us what social credit is, to start with?
The CumAmrMAN: Just a minute, please., Are you through, Mr. Low?
‘The Wirness: Yes.

The Cuarmax: I have here a statement from the Edmonton Chamber of
Commerce. I think at this stage it would be well to have it placed on the
record, because it seems to bear on matters we are going to discuss.

Mr. CasseLmaN: I should like to see that done. It is from the chamber
of commerce, in my own city, and I support that procedure.

The CaamrMAN: I shall ask Mr. Tompkins to read the statement. I may
say that I received the statement yesterday. I have just shown it to Mr.
Low and then I handed it down to Mr. Casselman. Now it will be made
public. Mr. Tompkins, would you read it, please?

Mr. Tompkixs: This communication is dated July 22nd, 1940, and i8
addressed to Mr. W. H. Moore, Chairman of the Standing Committee on Bank-
ing and Commerce, House of Commons, Ottawa. It reads:—

Dear Sir,—Attached to this letter is a submission by the Edmonton
Chamber of Commerce with respect to the application now bhefore par-
liament to establish a chartered bank in Alberta by the government 0
the province.

I am also attaching a couple of opinions received from prominent
men of the eity, and could send you more if I desired.

It is signed by Mr. John Blue, manager-secretary of the Edmonton Chamber
of Commerce. The representations are as follows:—

Edmonton busines men are becoming somewhat apprehensive over
the probability of the issuance of a bank charter to the government ©
Alberta and the dire consequences that will inevitably follow.

It is apparent from the submissions made to the committee on bank-
ing and commerce on behalf of the government of Alberta, the trué
function and practice of banking is not understood by those who ma ?
the said submissions. These submissions are merely a symposium of al
the heterogeneous and uneconomic theories propounded by irresponslble
and untrained money reformers in Alberta for the past quarter 0
century. 1

They cater to the heresy that a bank ean make unlimited sqpphez
of money by merely printing figures on coloured paper. This 18 th
final fiasco of social credit tactics in this province. It is regarded 8% "
good time for the government to obtain this power. Failure to put Is
into operation will be attributed to the war and not to the membe”
of the government.

[Hon. Solon E. Low.]
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The Edmonton Chamber of Commerce urges against granting this
charter during the continuance of the war at least. Already the gov-
ernment of Alberta has expended large amounts of public funds in
financing abortive experiments. This bank would be a duplication of
existing facilities in hands of inexperienced directors. Generous loans
continue to be available to all local industries where moral and business
standing warrants. Destroyed credit position of the province through
improvident policies has rendered Alberta incapable of assuming her
proper share of Canada’s war responsibilities. Probable decline in
current revenue, due to adverse prices for agricultural products, will
tax all our resources to the maximum in order to maintain normal
public services.

The case may be more succinetly summarized as follows:—

1. In order to operate a bank successfully the confidence of the
people in its management is needed. It is doubtful if our present gov-
ernment has the confidence of the people when you consider the follow-
ing faets:—

(a) That they have defaulted in bond interest to the extent of many
millions of dollars; Y

(b) The saving certificate deposits are frozen to the extent of over
six million dollars;

(¢) The present credit houses, which were recently established in
this province are known to be run at a huge loss;

(d) The recent fiasco of prosperity certificates, issued a few years
ago, cost this province several thousand dollars and was proven
to be a failure; ‘

(e) The argument placed before the banking committee by the Hon.
Solon Low that this bank was needed in order to assist struggling
manufacturing concerns in this province who could not get help
from the chartered banks; whereas it is well known that any
legitimate manufacturing concern in this province can get sup-
port from the present chartered banks if they are worthy of
credit, and if they are not, the provincial bank cannot afford
to give them credit.

2. At the present time our chief concern—both" governmental and
individual—should be to conserve our every resource for the purpose of
prosecuting and winning the war. The $500,000 deposit fo; a charter
to start the bank experiment ean be more profitably used in our war
effort.

3. In view of the serious situation in ngrket'ing our w‘heat erop
this fall, we may find ourselves in a very precarious position with regard
to future business. Unless the farmer can sell his products and the
merchant can do business, they may both find themselves l.mgble to pay
taxes. Taxes are the sole source of revenue for the provmqm] govern-
ment (not being able to borrow on Eccopnt qf shattered .credut), 80 they
-may find themselves in a tight place if this revenue is cut down or
seriously depreciated. ‘

In the light of this it seems to the chamber of commerce, t'hls would
be a very inopportune time to start a banking experiment which Wourld
cost, in addition to the $500,000 to start, many more thousands of dollg.rs
to carry on and to become established in the first few years of its

operation.
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Inasmuch as the cost of this experiment will eventually come out of
the taxpayers, it seems only reasonable to us that the taxpayer should
have a say at this time.

Respeetfully submitted,
EDMONTON CHAMBER OF COMMERCE.

Do you wish me to read the opinions as well?

The CramrMAN: There are some opinions. Do you wish to have those on
the record?

Mr. BercovitcH: Read the whole thing.

Mr. CasseLmax: I should like to have them. They are mentioned in the
letter.

Mr. Kivcey: Is that the Edmonton Chamber of Commerce or the provincial
chamber of commerce?

Mr. Tomprins: The Edmonton Chamber of Commerce. The two state-
ments enclosed are as follows. “Statement by a banker” is the heading of the
first. It reads:—

“Already thousands of dollars of the taxpayers’ money . . .

Mr. Creaver: Is that a signed statement?

Mr. Tompxins: No.

Mr. Creaver: I do noet think it should go on the record.

The CuHamrMAN: All right. I agree.

Mr. BercovitcH: Suppose it is read without going on the record.

Mr. KinLey: If the committee want to accept the responsibility.

The CuamrmaN: We have one that is signed. Would you read that, Mr.
Tompkins?

The Wirness: Does anyone know the name? It might just as well not be
signed. Nobody can read it.

Mr. TompxriNs: I am afraid I cannot decipher the signature.

Mr. KiNLey: That is true of all bankers.

The CHAlRMAN: No. It is a merchant, Mr. Kinley.

Mr. Creaver: He must be a top-notch man if you cannot read his signature.

The CuamrMAN: We will read it and then decide whether it will go on the
record. (Letter read.)

The CuaamrMaN: Mr. Casselman, did you recognize the signature?
Mr. CasseLman: I did not examine it very closely. I might if I did-
Mr. Kinvey: Where is it dated? What province?

Mr. Tompxins: It is dated July 19th, but it is not domiciled.
Mr. KinLey: It is not domiciled?

Mr. Tompxins: No.

Mr. CassenmMAN: Yes. That chap’s name is Fraser—C. S. Fraser.
Mr. Kintey: Where does he live?

Mr. Creaver: Edmonton, I presume.

Mr. Macpo~NaLp (Halifaxr): What bank does he belong to?

The CHAmRMAN: He is not a banker; he is a merchant.

Mr. Jaques: I should like to point out that there is a statement in that
letter which is a flat contradiction of a statement of the governor of the Ba

of Canada. Either one or the other is telling an untruth. Either the Bank
[Hon. Solon E. Low.]
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of Canada lend their depositors’ money or they do not. Mr. Towers says
they do not. That man says they do. I think that is very good evidence of
the value of the letter.

The CrAmrMAN: Mr. Tompkins is inspector general of banks.” We may
call on him later. Mr. Ross has the floor now.

Mr. Ross (Calgary East): 1 received a telegram this morning from this
Mr. J. J. Sousa. It is addressed to George H. Ross, M.P., Ottawa, and reads:—

Request opportunity to establish on oath before banking commit-
tee exact facts concerning bank charter refunding and Alaska road
proposals Stop Evidence is not only incomplete in these matters but
in numerous instances misleading.

J. J. SOUSA.

The CualrMAN: Suppose we give Mr. Casselman the floor.

Some Hon. MemBers: Hear, hear.

Mr. CasseLman: Mr. Chairman and gentlemen, as I said before, I think
you have been listening to one side of the argument presented by a group
representing a certain party in Alberta. The opinion they express is not by
any means the opinion of all the people of Alberta. I have patiently sat
here thinking that I would have the opportunity to make certain statements
and answer certain questions that were brought up. Mr. Low has made a
very interesting and plausible presentation of his case. I submit that, as is
suggested in this telegram that was just read here, he has not given you all
the facts. To illustrate that I quote one answer that he made. I cannot find
the exact citation in the minutes, but you will remember a question was asked
about the promise of the payment of a $25 dividend.

The Wirngss: I can show you that, Mr. Chairman. The exact quota-
tion is easy to find, I suggest.

Mr. CasseLMAN: I should like to have the exact statement so that I
do not misquote; but I could not find it.

Mr. KiNLey: It is on the first day. I think I asked the question.

Mr. CAssgLMAN: It is near the first, is it not? However, members of the
committee who were present on that occasion will rememb_er suﬁiclen"dy that

e was asked a question and he made an answer substantially to th1§ gﬁ’ect,
that no one ever promised that the people of Alberta should get a $25 dividend.

The WirNgss: Mr. Chairman, I think it would be wise to pause just
there to get the exact words.

Mr. CasseLman: All right. It is the exact words I want.

The Wirness: That is right. o

Mr. Creaver: 1 hope, Mr. Low, that by that we are not to believe that
You are intending to mislead the committee.

The Wirngss: No, sir. 1 gave you, Mr. Chairman, the exact answer to
the question which I am prepared to substantiate. . '

The Cramman: Do not interrupt Mr. Low; he is trying to find this
Quotation. Mr. Casselman, could you proceed with another matter, and then
We will come back to this? \

Mr. CassenMAn: I should like to reserve that and when we find it T will
Speak about it.

The Cmarmax: Yes. ; )

. Mr. CasseLman: The point of view I wish to present to t}’us committee
8 this,  The social credit government, according to Mr. Low’s representa-
tlons, were not able to pay their debts. He claims that they were not able
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to pay their debts. I mentioned this once before but I did not have it put
on the record. I should like to have this put on the record in regard to that.
It is from the appendix J, schedule 4 of the Sirois report. The surplus on
current revenue account for March 31, 1937, is the first. I do not blame them
for what the previous government may have got them into, but the first
complete year of their administration shows a surplus on current account of
$421,000; the next year, March 31, 1938, shows a surplus on current account
of $2,536,000. We have no figures given here for 1938-39, but as far as my
general knowledge of the business of the province goes, those two years were
very much in the same category as 1936 and 1937.

The point I wish to make there is that I cannot believe the representations
that were made that it was impossible for the province to pay at least part
or a substantial part of the defaulted interest. I suggest that the general
opinion which I represent is that the attitude of the social credit government,
and those who supported them, was that they had certain ideas about finance
which they thought could be put into effect, and that it was because of those
ideas that they could run a financial system along the lines of social credit,
whatever that is—Mr. Cleaver wanted to know and I have been trying to find
out for five years and I still do not know—they were trying to put into effect
their ideas of a financial system different from that which was in operation
in the rest of Canada. That was the reason behind their failure to adopt the
idea of the loan council refunding plan of the dominion government. Had they
done that, a saving would have been possible in lower interest rates, because
of the easy money policy which has been in effect practically from that time
and for the last five years through the Bank of Canada. The saving in interest
in taking part in that, together with the surpluses that are shown, the increased
taxes that they collected—because there is no doubt in the world that they
collected a lot more taxes, I think I can safely say, in each year of their admin-
istration than the previous government did in its last five years. :

Politically they try to tell us that they did not increase taxes. I want to
spend a minute on that. It is quite definite that they did increase certain taxes.
For illustration, I would mention the unearned increment tax which was prev-
iously 5 per cent on a transfer of any deed of property in the land titles office
was doubled to 10 per cent. That is a specific instance of an increase in taxes.
The income tax for the province was increased. I am not sure of the exact
figures but I think it was from 2 per cent to 3 per cent. I am not stating that
definitely because I have not it before me, but there was a definite increase 1D
income tax. Not only that, but as Mr. Low pointed out—I think it was Mr-
Low—the previous government had been very lax in collecting taxes which
had been imposed; that is, in getting back seed grain liens and other things 0
that sort which they had advanced to help the farmers during the difficult years of
the depression. It is quite true that that government had been rather lax, an
there was piled up a great surplus of unpaid taxes; but it was the policy of the
previous government. I am not a supporter of the U.F.A. government, but 1
fairness to them I want to sdy that during depressed conditions they felt, as &

policy, they could not put undue pressure on the people who owed this money:

But when this government came into office, it had no remorse on that groun
at all. It was common knowledge throughout the farming community the
amount of pressure that was put on to get this money in; and they did get the
money in, as is shown by the increased total of taxes collected.

I now come to another item, this question of ability to pay. It is commo?
knowledge in the province of Alberta that a great deal of the government
money—I have never been able to find out how much, but a great deal—or €
taxpayers’ money was spent on these social credit experiments, if we call thet
such. Among those, as mentioned in that letter of the chamber of commerce
were the prosperity certificates. I wish to mention the cost of the credit houses:
now called treasury branches. There is no doubt that those are costing the

[Hon. Solon E. Low.]
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Province and have cost the province of Alberta a great deal of money. Among
other things they have taken on a very considerable staff to start those
branches, and their salaries alone amount to considerable. Practically the total
cost of those treasury branches comes out of the taxpayers’ money.
.. . Reference was made to the amount of deposits in those branches. I think,
If T remember rightly, it was some one and a half million dollars. I want to
call the attention of the committee to this, that under the circumstances there
I suggest that a considerable number of those deposits are there in the name of
Tetailers of the province who were practically compelled under the set-up to
Open accounts in those branches if they were going to do business in their
Stores with people of the social credit persuasion. They simply had to take out
accounts there, and I submit that a substantial part of those deposits is made
Up of the practically compulsory retailers’ accounts. Perhaps you are not
quite clear on why that should be. But the idea was that any purchaser going
to a merchant to buy—and we will say a social credit man went to a merchant
to buy—wants to get the 3 per cent benefit bonus on Alberta produced goods.
Here is the way it works. He pays the merchant in these non-transferable
Vouchers— :

The Wirness: No, not non-transferable, Mr. Chairman. I know the hon.
member would like to be correct in his statement.

Mr. CasseLmMAaN: As far as I can be, yes.

The Wirness: For that reason I would suggest that it is not non-trans-
ferable, but non-negotiable. There is quite a difference between the two.

Mr. CasseLman: Well, I do not know what your names are for them, but
there is one form which is transferred like an ordinary cheque.

The Wirness: Yes. »

Mr. CasseLman: I refer to the other kind. What is the correct name?

Mr. Low: It is non-negotiable. » .

Mr. CasseLman: All right, then—non-negotiable. A great deal of the
business in the retail stores was done by social crediters with non-negotiable
Vouchers. That meant that when the merchant took this in, the only way he
fould get anything for it was to deposit it in his account in a credit house,
I the treasury branch. Now then, he again could transfer that with a similar
.Ofm on a non-negotiable voucher; but if he wanted to get any cash back,
if 1 understand it correctly, they would return to him in cash, on demand,
the cost price of his gbods. If he took in $100 of vouchers, and we will say
the cost price of the goods that those represented was $75, he could get back

Payment from the treasury branch of $75, but the $25 representing his
Profit he ¢ould only get back in cash if he gave them a discount of 2 per cent.

Mr. Kinrey: How did he pay his help and his rent?

Mr. CasseLman: If they had these accounts, they could use these non-
?ﬁgotiable vouchers if they turned that account into the branch; otherwise

€y would have to pay in cash. But if they wanted to get their profits
ack on any business they did of this kind, they could only get it back by
Daylng the treasury branch a discount of 2 per cent.

The Wirness: That is not right, Mr. Chairman. I just want to draw the hon.

lIlembel"s attention to the fact—and I am sure he wants to be correct—

Mr. CasseLman: I certainly do.

; The Wrrngss: That statement is not so. The merchants are allowed to
“‘fdeem up to 80 per cent of the sale value of their goods without any discount

hy ever,

Mr. Cassenman: All right, 80 per cent. Then on the other 20 per cent
they can only get it back with a discount of 2 per cent. Thank you, Mr. Low.

Mr. Creaver: So that the whole operation was a tax on business.
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Mr. CasseLMAN: Practically any revenue outside of the small revenue
that came by transfer of credits from one branch to another, the same as
by 15 cents on this cheque and 25 cents on the other one—outside of that,
practically the only revenue coming into these branches, I submit, is this 2
per cent discount taken out of the merchant, a tax on business.

Mr. KiNLEY: A tax on gross profits.

Mr. CasseLMAN: A tax on the gross profits, yes.

The CuAlrMAN: How do you use that word “profit”?

Mr. CasseLMAN: I beg your pardon, Mr. Chairman. What was that?

The CuammMmaN: How do you use that word “profit”?

Mr. CasseLMmAN: They apparently arbitrarily fixed that they would return
him 80 per cent and allow him 20 per cent.

The CuAlrRMAN: Assuming he gets 20 per cent over and above all costs
including rent and so on. g

Mr. KiNnLEY: Gross.

The Cuamman: What about that, Mr. Low? May we just have that
clarified?

The WirNess: A merchant can do one of two things in that case. He
may present his invoices at the treasury branch, if he so desires, and he can
redeem in cash without discount the total amount of his invoices, or if he does
not care to do that he may take a straight 80 per cent, they have fixed the
amount by agreement—and remember it is by agreement; not arbitrarily at
all but by agreement—between the treasury branch and the merchant at 80
per cent. They feel that represents a fair percentage of their gross business
which should be redeemable without discount.

By Mr. Cleaver:
Q. Who agreed on behalf of the merchant?—A. The merchant himself;
each individual merchant reached an agreement in writing with the treasury

branch. i
Q. Was it not a compulsory agreement?—A. No, it was not compulsory.

By Mr. Kinley:
Q. He did not have to take that amount of money?—A. He does not
have to take it.

By Mr. Cleaver:
Q. He could get 100 per cent, you say?—A. No.

By Mr. Cleaver:

Q. You could get 100 per cent?—A. No, I say they agreed, according t0
this agreement reached between the merchants and the treasury branch, that
80 per cent of his gross sales will be a fair amount to allow him without discount-

Q. Do you know whether it is a voluntary agreement- or a compulsory
agreement?—A. It was a voluntary agreement. I told you once, sir, it was
not forced at all.

Q. And if he did not agree he did not get it—A. Any merchant who
wished to deal in non-negotiable treasury vouchers had the right to sign ar
agreement between himself and the treasury branch whereby he undertook t0
accept them in payment for goods. He undertook— .

Q. And if he declined to sign the agreement, what happened?—A. He did
not need to take them.

Q. He could not participate?—A. Certainly. No man can participat®
in benefits that will come unless he is ready—

[Hon. Solon E. Low.]
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Q. Will you make that a voluntary agreement—you have a right to your
opinions— —A. Mr. Chairman, let me ask the hon. member a question:
if a merchant to-day does not care to accept cash he certainly cannot get
benefits from doing business.. The very fact that we use cash, I submit,
as a means of doing business, puts upon that man certain compulsory restrictions.

Q. Is it not true that if he did not sign this agreement which you fixed at

" 80 per cent he could not participate in that type of business at all>—A. That
was up to him entirely.

By Mr. Kinley: :
Q. In other words, you do not have to accept it, but if you do not accept
it, it 1s too bad.—A. Certainly not, sir; but it is the same thing, Mr. Chairman,
exactly as with the money system of to-day; if a man is going to refuse to take
cash he cannot participate in.the profits of business.
Q. It is just like the big chain store. They say: we will pay your parking
charges if you buy so much goods. It is the same kind of thing.
. Mr. McNwvex: In my opinion, ‘the net result to the merchant, if he did
‘not enter into this agreement, would be that a large number of Social Credit
people throughout the country are going to deal in that type of certificate 7
to do their business and the merchant would be prevented from profiting in
that business at all. L
Mr. Cassenman: That is the point I have tried to bring to the attention
of the committee. Take as an illustration the case of a small village with, say,
four retail stores. Let us say that one of them has pronounced Social Credit
Views and is catering to Social Credit business and the other three do not like it;
If they do not accept that kind of money and open account with the treasury
branch they do not get the business. You must remember that around a lot
- of those country towns and villages in Alberta at one time the Social Crediters
- Were very strong. You can call it non-ecompulsion or what you like, but the
- Practical effect was that they simply had to do it in order to get a fair share
of the business.’ ;
The Wirness: He does at that point. This is a statement which is most
mportant. It bears on the question—thus far the merchants in the province
of Alberta have never raised any such question, and it certainly would be done
ad they not been satisfied with the way.this thing was working out. As a
Matter of fact, there were no sanctions that could be imposed against them.
. Mr. DonnerLy: I move that Mr. Casselman be allowed to go on with his '
. Statement. _
3 The Wrrness: There is just that final part of my statement. I only ask
b for the right to finish what I started.
The Cuamman: Go ahead. ;
) The Wirness: The fact is that the merchants of the province of Alberta
- haye ) expressed themselves as being very satisfied, and there are still many
Werchants in the province who are getting on very well without cooperating, y
and they have no kick because they are not getting in on this type of business.
T Ose \\Vrh_o want it come in; those who do not want it do not come in. There

L 8 0o kick. X

S The CHAIRMAN : Has the merchant under the arrangement control of the
Mark-up of his price? ; Rk _
i, 'l;lhe Wirness: Yes, sir, in any way he wishes. He is still in free competi-

\

the same as he was before. : ‘

k- Mr. Casserman: Mr. Chairman, I want to go on with the point where I

bt %Plls'ider that this government wastefully used the province’s money. I men-

- ONed the tremendous cost of those treasury branches. Now, remember this
17—
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also, the 3 per cent bonus. One member was kind enough to figure out how °
it was paid and how it was computed, but I am not going into that, it is
complicated. But the point that this committee should know is that that
bonus wherever paid was paid out of the taxpayer’s money of the province.
My submission is that if they wanted bonuses the purpose of that may have
been all right; the idea was to encourage our Alberta industries, and I do not
quarrel with that in the least but surely to goodness there is a much cheaper
way of doing it than setting up an elaborate system of treasury branches
which are, again politically speaking, a fine place to place unemployed Social
Crediters. It was a glorified patronage place.

The WirNess: Mr. Chairman—

Hon. MEmBERs: Order, order.

The CuarMAN: Let Mr. Casselman finish.

Mr. CasseLman: That is simply my opinion. Mr. Low can question it if
he likes. Another cost that did not need to be paid was the salaries of various
so-called experts who were called in, at least one of whom is still in the pay
of the province at $6,000 a year. His confrere was put in jail for certain things
he did and went back to England. But they still have experts. In connection
with those experts there is also what is called the Social Credit board which
consists of five members of the government, appointed by the cabinet, and some
people think it is a sort of second cabinet to run the Social Credit programme.
But the point I am making is that those people in addition to their special
indemnities draw various amounts of salaries for the so-called duties under the
Social Credit board. That iz another place where money that might have gone
to pay bondholders has been spent, and to a lot of us that money was spent

. uselessly. Adother place where a lot of money went was in the cost of court
actions and appeals right through to the privy council trying to maintain the
constitutionality or legitimacy of the various Social Credit measures and ActS
that the Alberta government passed. Now, that must have amounted to a very
considerable sum. I think in almost every case it was held that they had not the
authority to do the things they were doing. I am simply pointing out where 2
lot of money has gone that might have gone to reduce interest.

Now, then, to show the fairness of the government, I want to direct the
attention of this committee in fairness to the presentations these people aré
making in my own province. I am just as much an opponent of the geners
principle of having to pay interest on every dollar of money that is issued 1
this country whether through the banks or otherwise for government purpose

e as anybody else. I think that interest on government borrowings should not
be necessary, but that is aside from this particular question. I only want %0
show that T am as sympathetic to the presentations these people are making
perhaps more so, than any other member on my side of the house from Alberta:

£l but I want to say this, that I am an alderman of the city of Edmonton and

Y was also a member of our school board for some years while this governmen®

was in.  Our school board and our city council held in our sinking funds variot
bonds of the province of Alberta, and we suggested to the government when they
cut the interest in half that what was sauce for the goose would be sauce fgs

the gander and that we should pay them exactly the same rate on our bom 184

which they held in their sinking fund, and which I think was a very reasonabl®

b proposition; but oh, no, no—“you have got to come across with the full 5 P&

| cent or 5% or 6 per cent, and we will only pay you 2 per cent or 24 per ceb™

v I ask you what there was that was fair about that? We said, “all right,

exchange what we can exchange, bond for bond so that we will get out from U

the interest burden?” No, sir, we could not get to first base—either the S"hg or

board or the city council, and I think the members of school boards in Otfull i

N

=)
3
=R

municipalities were in the same position. The government collected their.
[Hon. Solon E, Low.]
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pound of flesh but they would only give us back half. Now, that is the kind
of thing we have been up against in Alberta. I do not need to go into details
about the legislation. We have all kinds of it. Perhaps members are more
familiar with it than T am—Iegislation to try to put into effect these Social
Credit theories. I just want to make this point. I do not think there is any
question in the world but that there was an inordinate—I will use that word
g advisedly—an inordinate rate of taxation placed on the then existing banks in
i Alberta—I mean that it was out of line with other commercial institutions of a
' similar nature. Now, the feeling I have—it is only my opinion but I think it is
i the opinion of thousands and thousands of people in Alberta—the purpose of
i that legislation and the intention of it was to tax existing banks out of existence
in Alberta in order that they could carry out their own theories of finance, and
it has resulted in one branch of one bank at least taking all its branches out of
. Alberta and closing up. That is the Banque Nationale.
f‘ The Wirxgss: Could the hon. member produce evidence on'that statement,
' because it is important that this committee should have evidence and not just
i a statement? Could the hon. member produce evidence to this committee to
B prove that the Banque Nationale Canadienne withdrew from Alberta because
| of that tax?
. Mr. CasseLmMan: I am not saying that; I say it withdrew—

The Wrrness: He said that. ;
| Mr. Cassenman: All right, I will withdraw that, and I will say that the
k bank withdrew since that taxation went on, and I will say that in my opinion
l, it was because—I think this is the way I said it—in my opinion it was because
|

| of the taxation because you will understand that that bank’ was not, in so
\' far as Alberta was concerned, a particularly strong bank; it did not have
] many branches in Alberta; and you can quite understand that heavy taxation
might affect it more adversely than it would some of the other banks. That
4 Is my opinion for what it is worth. ! \
f Now, somewhere in the evidence previously given there was the suggestion
that the present banks in Alberta were not giving an adequate service and
that was the excuse given for opening up these treasury branches. I am
Suggesting that again in my opinion— : ' : |

The Wirness: Mr. Chairman, that was never mentioned in this committee,
Sir. :

Mr. CasseLman: Well, all right; certainly 1t was.

The Wirngss: Not that the treasury branches were set up because the banks
Were not giving service. i k)

Mr., '(gDLEA\grER: The statement was made that the district chartered banks
Were not giving credit. T R
, The Wirxess: That was in connection with our application for a bank,
: Mot treasury branches. That is what I say; you wan't to l?e correct.
i The Cuamman: Now, let Mr, Casselman finish his sta‘o'ement. ;
/. Mr. Casserman: I have heard the statement made many times whether in

this committe or not that it was general knowledge that ohe of the reasons

8lven for putting in those branches was that the regular banks were not giving
l,“‘; S€rvices in certain sections of the province. :
A " Mr. Jaques: Where I live we have no bank at all.

I am suggesting that a lot of the banks were closed
and that & ions were made between existing banks. For instance,
i An g pﬁieqsvn}?égear%getemfgoyal Bank had a branch and the Can?.dé_a.l} ga.nk o
ommerce had a branch—there were a lot of cases—and If aﬁq sa 25 led 1n my

OWn mind, and it is only my own opinion, that because o this extra taxation
they had to economize and arrangements were made between those two branches,

Mr. CasspLman:
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and the Commerce branch carried on and the Royal branch went to some other
place where the Commerce branch would close up. There was a considerable
-amount of that sort of thing in my opinion and it was due to this extra heavy
taxation; but I cannot accept that as justification for saying that the banks
were not giving service and therefore they had to put in treasury branches;
because the argument is this, that if those banks, the regular banks could
not make a go of it because of the heavy taxation then I say that the treasury
branches that went in there could not operate at anything less than a loss, and
my submission is that they are already operating at very heavy loss, and the
taxpayers of Alberta have to pay that loss.

Now, I am going to leave that and I am going to make this final submission

_to the committee: In our opinion, and I think in the opinion of thousands

of those whose ideas I represent, this is an endeavour on the part of this govern-
ment to get in some way, if it is possible, part of the prerogative, or whatever

» yon might call it, that goes with banking which is now the prerogative of

the dominion government. In other words. they would like to slice off a part of
that power as far as it concerns the province of Alberta; because they believe
that if they have that power which they think banks have of creating currency
out of nothing and creating credit out of a fountain pen they can put the
provinee ol Alberta in wonderful shape. That is their idea. I submit that is
the purpose of this. I have no confidence personally in any set of directors
running a bank among whom there is net one, as far as I know, with any
banking experience. Presumably under this set-up, if it were granted, the
president of this bank would be the present premier. Well, gentlemen, he is a
very versatile gentleman—I am speaking of the premier of Alberta—I will
admit. He is a school teacher by profession; he is the Minister of Education
for the province; he is the attorney-general for the province, although I do

. not think he ever took any training in law, and now he wants to become a

banker. He is a clergyman, in addition to that. Gentlemen, I think that is rather
too much to expect of any one man.

Mr. Brackmore: Mr. Chairman, may I interrupt the gentleman for*just
one moment? Is it not a recognized principle of parliamentary procedure that
a member must mot impute motives to another man who is not in a position
to answer? | ;

Mr. CasseLmaN: I am not imputing motives.

Mr. Brackmore: You say be wants to become president of a bank; is not

that imputing motives? . :
Mr. CassenmaN: The gentleman is a capable man, but I think he is trying
to take on too much for any one man. I am opposing the idea of the cabinet
being directors of this bank because I am one of the ratepayers of the province
of Alberta and I, on behalf of thousands like me, object to my money being
put into a bank in which I have no say as to who shall be the directors. That
is the point I want to drive home. I have now been handed No. 4 of the Minutes
of Evidence of this committee and at page 76 Mr. Low’s answer appears where
he dealt with the $25 a month. When I deal with this I am through. ‘

This is how the evidence reads:—

Mr. KiNnLey: $25 a month as dividends.

The Wirnmss: Mr. Chairman, there was no promise to pay every"
body in the provinee $25 a month,

That is absolutely correct as it is stated, but you will notice he used the
words “to pay everybody—.” Now, what was the promise given? The promise

given was to pay everybody over 21 years of age. I just want to call attentio
to the type of answer we are getting on that question. N

[Hon. Solon E. Low.]
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The Wirness: Just on that same question—

Mr. CasseLman: $25 was only for people over 21 vears of age. I have said
all T am going to say and I am going to sit down.

The CHamMAN: Is it your pleasure to hear Mr. Low in reply?

Mr. MacpoNaLp: Is there anybody else from Alberta who wants to say
anything before Mr. Low replies to that?

The CuAamrMAN: Is it your pleasure to hear Mr. Low?

Mr. MayreEw: Mr. Blackmore laid down a plan and a number of questions
and we gave Mr. Low a chance to answer them, which he did not do. He claimed
he was through.

The CrAIRMAN: Oh, no.

Mr. Mayuew: He did not follow out the programme laid down by the
leader, the man who is trying to put this bill through.

Mr. MacponaLp: The sponsor.

Mr. Mayuew: Now, I maintain that other people who want to speak on
this question should have the right to say something.

The Wrrness: Mr. Chairman, in all fairness the members of this committee
Want to give a person a chance to deal with certain things that are brought up
by the speaker who just sat down. -

Some Hon. MEmBERs: Go ahead.

Mr. Mayuaew: You had your chance.

The Wirness: I said quite definitely when that chance was given to me to
talk ten minutes on some topic that I would be happy to deal with certain things
that Mr. Blackmore brought up.

Mr. TrorsoN: Go ahead.

The Wrrness: I should like to deal with the questions as they are brought
Up by the committee. That was definitely said. :

The CuamrMAN: That was my understanding.

Mr. Mavaew: Stick to the questions.

The Wirness: I will certainly stick to the questions. In the first place my
answer in connection with dividends as found on pages 76 and 77 was prompted
by the question asked by Mr. Kinley, and I want you people to notice particu-
larly that he used the exact words that I used in my answer. That was definite
and straightforward and was honest, and no attempt was made to nmislead.

Was answering his question. We were not dealing, Mr. Chairman, with divi-
dends at the time. This was interjected as a question, I do not know why. I
Won’t impute any motives whatever to members.

Mr. Kintey: I think I gave the motive in the question, did not I?

The Wrrness: This is what you said:—

By Mr. Kinley: Q. Mr. Low, talking politically—and I think you
are talking politically—you say, and suppose we admit it for the moment,
that the province of Alberta was overloaded with debt to the extent t}}at
they could not meet their obligations. How do you connect that with
the promise to pay everybody in the province $20 a month?

An Hon. MEMBER: $25.

Mr. KiNvey: $25 a month as dividends. ‘

The Wirnsss: Mr. Chairman, there was no promise to pay every-
body in the province $25 a month.

Then Mr. Kinley said, “I accept that answer.” I said, “That answer is correct.”
hen ;. Kinley said,’ “You say there was no promise?” And I replied, “There

3 no promise to pay everybody in the province $25 a month.
7—3
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Mr. THorsoN: What was the promise?

The Wrrness: I am quite prepared, if you will just be calm, to tell you
exactly what the promise was. When the election campaign was on in 1935 and
even prior to the time of the election campaign, the premier and his associates
pointed out to the people of the province of Alberta that if certain definite and
specific and scientific changes were made in the economy of the province there
was no reason why the government of the provinee through properly organized
credit facilities within the bounds of that province, no reason why they should
not be able to pay to every bona fide citizen of the province $25 a month to
provide for food, clothing and shelter.

By Mr. Cleaver:

Q. And if elected the government of Mr. Aberhart and his associates pro-
mised they would pay?—A. I am sure the honourable member wants me to
tell him exactly what was done, and that is what I am trying to do.

Q. I am asking you the question and I should like you to give an answer.—
A. The honourable member did not ask the question. The honourable member
said that if elected he promised—

Q. I am asking you the question, did not Mr. Aberhart and his associates
promise that if they were elected to power they would pay a dividend of $25
to every person 21 years of age and over?—A. Now I can only say, Mr. Chair-
man, what I did in my election campaign and what I heard others say, because
I did not—

Q. Mr. Low, that is the type of answer we have been having all through
these hearings—A. No, it is not. I will tell you this in answer to that ques-
tion. I never at any time in my election campaign promised to give anybody
$25 a month.

Q. That was not my question—A. Furthermore, I never heard Mr. Aber-
hart promising to give $25 a month. He did promise to attempt to do his
very best to give them what he had said before the election it would be possible
to pay.

Q. I am now showing you form (b), issued by the Aberhart government,
Trade and Industry Department of that government, and I want you to glanceé
over it before T ask you a few questions about it.—A. Would you like me t0

read it? 3
Q. I want you to glance over it and I am going to ask you a few ques:

tions—A. I think perhaps it might be wise, Mr. Chairman, for me to rea¢

this to the committee so they will know what we are talking about.
Q. I am content.—A. This is a form published by the government and
reads as follows:—
Form B. Trade and Industry Department. This form to be
retained by citizens.  Alberta Citizens’ Registration ~Covenal
? e S hereby covenant, promise and agree as follows:—

(1) To co-operate most heartily with the Alberta Gover?” .

ment, and with my fellow citizens of the Province of Alberta n
providing food, clothing and shelter for every one of us,

(2) To work whenever possible, and to accept my remlmera;
tion in Alberta Credit as far as I can reasonably do so. In th
event of receiving the whole or the preater part of my income u;
Canadian Currency, I shall exchange as much of it as is convenie
for Alberta Credit.

(3) To make no claim nor demand, at any time, for pay
in Canadian Currency of Alberta Credit held by me. )

(4) To tender no Alberta Credit in payment of Provin¢
taxes, licences, royalties, fines, etc., until such time as the Albe
Government shall be able to accept all or part on the taxes, &

[Hon. Solon E. Low.]
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In return for my agreement I understand that the Alberta Govern-
ment covenants and agrees as follows:—

(1) To establish, as early as possible, and maintain a just
rate of wages with reasonable hours of labour.

(2) To grant interest-free loans in Alberta Credit on such
terms and security as shall be mutually agreed upon, not exceeding
2% for administration charges, for the building of a home or the
establishment of the Registered Citizen in his own enterprise if
conducive to the economic requirements of the Province.

(3) To give monthly dividends to all registered Alberta
citizens, and to increase the same as the total production of the
Province will allow.

(4) To redeem when possible, Alberta Credit with Canadian
Currency for the purpose of allowing the member to take up
residence outside the Province or for other essential requirements.

With full understanding of these several declarations, I gladly
enter into covenant with the Alberta Government and with my
fellow citizens.

In witness whereof I affix my signature in the presence of
Witness:
Signed
Q. Now, may I have that, please?—A. Yes.
Mr. KinLey: May I ask a question, Mr. Chairman?

. The Cuamrman: Mr. Cleaver has the floor. If we have one question at a
time we will make greater progress.

By Mr. Cleaver:
Q. Now, Mr. Low, this document obviously was issued after the Alberta

-gOVernment was returned to power?—A. Yes. That, I think, was issued in

1936, the fall of 1936.

By Mr. Macdonald:
Q. The election was not run on the basis of that?—A. No; this was

;fter the election and after the government had been in power for about a
ear,

By Mr. Cleaver:
. Q. After you were fully aware of your, possibilities and of your limita-
tiong?__4 No, Mr. Chairman, I cannot say that is true because we had only
°en in power for just about a year and we did learn a good many things about
S0-called limitations of power after that, I assure you. 38
Q. And the gist of this agreement is that the citizens signing it covenant

ko support the administration 100 per cent?—A. Yes.

.
ta.: »

5 Q. That is the covenant on the part of the citizens?—A. That is quite
Ue,
th Q. Then, in return for that the Aberhart government covenant with
€ citizens as to what it will do?—A That is right. :
Q. And among other things it covenants to grant interest-free loans?—
+ Yes, with a carrying charge; it explains thai(:‘. : & :
Q. And under subsection 3 it covenants “To give monthly dividends to
2? Tegistered Alberta citizens, and to increase the same as the total production
e province will allow.”—A. That is right. :
Q. Now, does that refer to the $25 divident?—A. Mr. Chairman, you
"OW there is no statement of $25 there.
71174}
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Q. I am asking you the question—A. It says, “monthly dividends”, it
refers to the dividend, surely.

Q. Does it refer to the $25 dividend that we have discussed or not?—
A. Tt refers to the dividend but makes no mention of the sum.

Q. Well, now, the Alberta government was either deliberately attempting
to mislead its citizens or referring to a dividend which had been promised prior
to the election—A. Mr. Chairman, I am sure the honourable member either
wants to be fair or—

Q. All right—A. —he wants to get information.

Q. Have you got something else to say?—A. Let me finish. If a statement
was made that the resources of the province of Alberta were such that a
dividend of $25 a month in Alberta credit could be paid to every bona fide
registered citizen of the province of Alberta for food, clothing and shelter—these
are the basie requirements—I would say yes. I am here to affirm, Mr. Chairman,
that the amount of $25 per month was used as an illustration, and as a basis
for whatever action the Alberta government could take later; now I am sure
no one can bring any documents or any letter or any definite statement by
anybody that the premier definitely promised that amount $25 per month
would be paid at any specific time.

Q. Are you sure of that? Then I ask you another question. Do you
suggest—

Mr. Hir: As a member of the committee may I ask what this has to do
with the bill that we are dealing with? As a member of the committee
have sat here for all of its sessions and listened to political talk back and forth,
but I should like to know what it has to do with this bill. I for one do not
want to listen to any more recriminations politically. I am not interested in
Alberta’s politics. They just had another election and the Social Credit party
was returned to carry on for another five years. They must have threshed
out all these things in the election and the people saw fit to elect them again
for another five years. Now, why not get down to this bill? I may say as
member of this committee that I do not propose to attend this committee any
further unless we deal with the bill.

The CuAmrman: Mr. Hill, I think you were not present when the session
opened. It was then explained that this particular session was called at the
request of the promoter of the bill, Mr. Blackmore, so that he might make
certain statements, and after considering the matter I decided to call the
committee. The committee was called and Mr. Blackmore made his statement
as to why he had made the request. I think probably we did the right thing II
allowing a discussion of this kind to proceed to-day. Later on we will
take up the bill, but we are awaiting a statement from Mr. Varcoe. I do wanb
to insist that the committee will give every opportunity to the promoters ©
this bill to make their statement to the committee. i

May I just go on to say that the request for a bank charter on behal
of a province is an unusual request. Mr. Blackmore wishes to state to the
committee the unusual circumstances under which the request arose and it W88
it seemed to me @ very reasonable request on Mr. Blackmore’s part.

Mr. Hiu: Let me have one more moment, Mr. Chairman. If Mr. Cleave!
is trying to make the point, which I think possibly is a good one, that becaus®
of certain things the Aberhart government is not capable of running a bank—

Mr. Cueaver: That is not my point at all.

Mr. Hiun: Then I must say this: as a member I am very busy; ha‘f?
other committees I can attend and I have a lot of other things I can do;hlis
you will notify me in the notice that you send me of the next meeting_Of b g
committee when we are going to get down to the consideration of the bill th
I will attend the meeting.

[Hon: Solon E. Low.]
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The CramrMan: I will be very glad to extend to you that notice. Mr.
Cleaver, proceed.

By Mr. Cleaver:

Q. Is it your opinion then that at no time was a definite amount promised
by Mr. Aberhart to the citizens of Alberta 21 years of age and over with regard
to the payment of dividends?—A. As far as I am informed, yes.

Q. At no time was a definite amount mentioned. Well, then, if that is your
belief how do you account for the fact that this covenant entered into
by the province of Alberta goes on to say: “and to increase the same as the total
Production of the province will allow.” How can you increase something which
has not been definitely ascertained?—A. Mr. Chairman, it states in the clause
of the covenant which deals with dividends—and I ask the honourable member
to read it now.

. Q. T'will read it again: “To give monthly dividends to all registered Alberta
Citizens, and to increase the same as the total production of the province will
allow.”—A. All right.

Q. Now, my question is this.

Mr. Trorson: Something now and more later.

By Mr. Cleaver:
Q. If there was no definite amount, how could you promise to increase it?—
. Mr. Chairman, surely the honourable member ought to be able to see from

that clause that the idea of the government of the province of Alberta was to
Start where it was thought physically possible to start and to increase that
@mount as the resources of the province along with the co-operation of the people
Would make it possible. )

Q. Do you state seriously that you did not at any time make any promise to
Your electors to pay $25 dividend?—A. Yes, sir.

Q. And you do not know that Mr. Aberhart ever made any such promise?
—A. That is right, exactly. :

By Mr. Thorson:
Q. Was not there a booklet or pamphlet issued by the government in which
that was said?—A. Not by the government—there was a book—

By Mr. Cleaver:
Q. A blue book?—A. Yes. (S .
bt lQ. Which was issued?—A. Yes, as educational material prior to the election
935. ,
Q. Who issued the blue book?—A. It was issued by Mr. Aberhart in
“0~0peration with Mr. Manning and Mr. Hugil and others, I think.
& Q. Did not the blue book promise $25 a month if Mr. Afberhart was elected
1 Office?—A. T am quite sure you will find that blue book explains exactly what
have pointed out to this committee, that it is possible to pay $25 a month.
i Q. The blue book indicated it was possible to pay $25 a month?—A. That
Mght; from the resources of Alberta. . :
- And if elected to office, that was your promise >—A. No, not necessarily;
once, sir. It was an undertaking— )
Ve & How many citizens have you in the province of Alberta twenty-one
CArs ol ?
m Mr, Brackmore: Mr. Chairman, I do not wish to cut off discussion, but
Qaay point out to Mr. Cleaver and the committee just a point or two. Mr.
ﬁvsse man made a statement of the opposite side, and in that he made four or
¢ Statements which Mr. Low ought to have the privilege of answering. Mani-

Hon. Solon E. Low.]
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festly Mr. Cleaver is merely cross-examining Mr. Low with the object of trying
to trip him into making some statement which will go on Hansard and which
may be used later on. There is no doubt about that, because manifestly his
questions have got right off the main topic entirely. The thing that gave rise
to this was Mr. Casselman’s positive statement that Mr. Low had said that they
did not promise to pay $25 a month. Mr. Low has completely exonerated
himself by reference to the wording, and I will put that before anyone in
Canada. He has exonerated his statement. There is no doubt about that.
If there is any question further, Mr. Chairman, on the $25—well it surely
is answered, is it not? If there is an intent to trip Mr. Low up, and use the
time until we get past one o’clock so that Mr. Low cannot answer these other
things that Mr. Casselman charged against him, then it is manifestly unfair,
is it not?

Mr. CrLeaver: Mr. Blackmore, I am not the least bit interested in exonerat-
ing or not exonerating anyone. But I do wish to know what Alberta did
promise the electors and what their plan is. I have Mr. Low’s answer that in
a blue book, issued prior to the election by Mr. Aberhart, a $25 dividend was
indicated.

Mr. Brackmore: Mr. Chairman, may I ask the honourable member what
his purpose is in trying to find that out? ,

Mr. Cueaver: Yes. I shall be glad to tell you what my purpose is, and you
will know it in a few minutes.

Mr. BrackMmore: Is the object to show that the Aberhart government has
not tried to keep its promise or that it was not sane in making the statement?

Mr. Creaver: My primary object is to find out what was promised and
what was performed. I have patiently listened in the House of Commons during
the past five years, for hours on end, to social credit members in the hope thab
some member would diselose what social credit is. Now we have one tangible
thing—

Mr. THorsoN: For goodness’ sake, let us not get on that.

Mr. CLeavER: —in regard to the dividend, and I want to trace that down
and try and find out what the arrangement was, and I think I have that, NoW
I come to my next question.

Mr. THorsoN: May I introduce this—

Some Hon. MemBERs: Order.

The Caamman: Order. I think we should let Mr. Low continue.

Mr. Buackmore: I want to get this cleared up. Mr. Chairman, I am charged
with the responsibility of sponsoring one of the most difficult bills ever brough
in the House of Commons in Canada, and if I cannot have at least the privilege?
of an ordinary member of this committee, it is just too bad. That is the way
feel about it.

The CramMmaN: Order, order, please. We must have order or we shall nob
and cannot make progress. I think, Mr. Blackmore, we have given you eve 4
opportunity and we are trying to be fair in the matter. But I think we shoul
not delay, before one o'clock, giving Mr. Low the privilege that you have aske
for him of replying to Mr. Casselman’s statement. :

Mr. Traorson: Yes. Should we not go on with that?

Mr. Brackmore: My object in doing so, Mr. Chairman, is to ask Mr-

Cleaver to defer his question on social credit until to-morrow. e
Mr. TaorsoN: Should we not go on with Mr. Low and allow him to finish
Mr, Creaver: Might I clear up this one point, Mr. Chairman?

The CHARMAN: Yes, one point. Clear it up, please.
[Hon. Solon E. Low.]
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By Mr. Cleaver:

Q. I am asking Mr. Low if he would be good enough to supply the committee
with a copy of the blue book which he has mentioned?—A. Yes,

The CuamMman: Having asked that question, I suggest we allow Mr. Low
to finish.

Mr. CrLeaver: Oh, no.

The CmAlRMAN: Why not?

Mr. Creaver: I have not finished with this feature. My next question was:
How many—

The Cuamman: Mr. Cleaver, may I just say that Mr. Casselman made his
statement lasting some fifteen or twenty minutes without question or reply on
Mr. gow’s part. It seems to me that Mr. Low’s statement should go in the
record.

Mr. THorsoN: Quite right. It should go into this record.

Mr. Creaver: Yes, in this record.

The Cuamman: Without the intervention of these different questions.

Mr. Creaver: I can assure you, Mr. Chairman, if I am not interrupted,
three minutes will finish this whole feature.

The CuamrMAN: All right; three minutes.

Mr. Cueaver: Without interruptions.

The CuammAN: All right; three minutes.

By Mr. Cleaver:

Q. I am reading now from Study Group Bulletin which was issued as
bulletin No. 3 headed “Purchasing Power in the Hands of the Consumer”.
Section (b) of this study group pamphlet, subsection 2, says this: “This will
be distributed through ecredit houses at which monthly a credit pass book will
be presented by each citizen and an entry of $25 will be made.”?—A. Yes.

Q. Do you recall that pamphlet being issued?—A. Yes.

Mzr. TaorsoN: Who issued it? On what authority was it issued?

% Mr. Creaver: It was issued by the Aberhart study group, being bulletin
0. 3.

Mr. TraorsoN: Issued by Mr. Aberhart?

Mr. Creaver: Well—

The Wirness: No, Mr. Chairman. It was issued by the Social Credit

League.

By Mr. Cleaver: :
Q. Thank you. All right. How many citizens are there in Alberta twenty-
one years of age and over, approximately?—A. That, Mr. Chairman, I could
not answer right off. I would have to find out. It is a good question. I will be

happy to get the information.
Mr. Trorson: About 400,000. ' ;

Mr. Kinvey: Approximately.
The WirnEss: At the time this was issued there were 778,000 people in the

Province, but I am not sufficiently familiar with the distribution of the ages.
Mr. Trorson: About 400,000.
Mr. Kinvey: 500,000.
The Wirness: Maybe.
Mr. Lacroix: It is 50 per cent.
Mr. Taorson: 400,000.



156 STANDING COMMITTEE

By Mr. Cleaver:

Q. Taking 400,000 as the figure, and subject to correction, in that event it
would cost $130,000,000 annually to service that one undertaking of the social
credit group?—A. It was figured, I think, at the time as requiring approximately
$120,000,000.

Mr. Trorson: That is right.

By Mr. Cleaver:

Q. Now you have found that you are unable to fulfil that undertaking to
the electorate?—A. Well, right off; surely.

Q. Yes; and you have not up to date issued any of the social credit
dividends?—A. No, not yet; except perhaps through the medium of a bonus.

Q. Yes. If the Alberta government should be granted a bank charter,
" is it your intention to endeavour to issue these social credit dividends through
your newly chartered banks?—A. No, Mr. Chairman, not through the newly
chartered banks. I say that advisedly for this reason. Until such time as
Alberta has obtained the power or the authority by means of legislation to go
ahead with this programme of introducing into the province social credit, it will
have to carry on the affairs of the bank, if that charter is granted to the province,
along present orthodox lines.

Q. So I take it your answer is that the issue of this charter will not permit
you to grant the social credit dividends?—A: Through the bank, yes.

Q. What is your plan to accomplish the granting of this social credit
dividend?—A. Well, we are attempting, Mr. Chairman, to work out—

Q. I see my time is up.

The Cuairman: Go ahead and finish it.

The Wirness: May I finish the answer?

The CrARMAN: Yes.

The Wrrness: We are attempting to work out ways and means of implement-
ing the pledges made by the government prior to the election of 1935. We have
not yet given up hope of being able to accomplish that very thing, because we
still say, Mr. Cleaver, that it is physically possible; and according to the words
of the governor of the Bank of Canada, Mr. Towers, what is physically possible
surely is financially possible. So we are continuing to study this whole question
with a view to trying to find the means of doing it.

By Mr. Cleaver:
Q. But you have not found it yet?—A. Not yet.

By Mr. Bercovitch:

Q. But notwithstanding your promises, your government was re-elected?—
A. It was re-elected; and we have not given up hope of yet being able to do
the thing. We are still working and hoping,.

Mr. THorson: All right, go ahead.

The Cuamrman: Order.

Mr.'Ross (Calgary East): Before he goes on with his statement, I do wish
to suggest that in the two hour statement he made before the committee there
are a great many inaccuracies. I do not say that they were deliberate
Inaceuracies, but they were inaccuracies. It is very material for this committee
to know what the truth is in these different things. For that reason, I do nob
want to be shut off in this discussion later on and have no chance to go into
these matters.

The CramrMan: No. We will not shut you off, Mr. Ross.

Mr. Ross (Calgary East): All right.
[Hon. Solon E..Low.]
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The Wirness: That is exactly what I said, Mr. Chairman, to-day; because
I have plenty of work to do at home and I am anxious to get back to work.
But I stayed in order to give the people here a chance to ask questions and to
test the validity of these answers. '

~ Mr. Casselman made certain statements which obviously would cause
misapprehension among the members of this committee if they did not know the
Whol(; story. I am not saying that he was entirely wrong in every one, but he
certainly gave only part of the picture in many of them.

I shall speak first in connmection with the revenues of the province of
Alberta. Mr. Casselman pointed out in his submission that this government,
the Aberhart government, immediately upon its coming into office increased the
revenues of the province out of all precedent. He mentioned that there was a
surplus on income account in the years 1936-37 and 1937-38 and so on. That
18 quite true, but he overlooks the fact that in addition to the necessity for
financing the ordinary services of the government, we also have to finance the
capital expenditures of the government. We had to have certain surpluses
of money for ordinary account in order to be able to make any capital expen-
ditures at all. Up to the time the Aberhart government came into office
practically all of the capital expenditure of the government had been provided
by borrowing. This government, the Aberhart government, determined to keep
the borrowings down to the absolute minimum; in fact, they made it the
definite policy from the first year that they were in office to prevent a rise in
the debt at all. We had to buy road machinery; we had to build roads. We
had to build bridges; we had to build mental institutions. It is quite impossible
to get along in any province without providing suitable housing and suitable
care for the mental cases. We have not any more in the province of Alberta
than you have in any other province. But we are a young province and we
have not yet reached the peak of the mental cases. That goes on, according to
Science, up to a certain percentage of the population, and then it remains fairly
stable; that is, the number outgoing from the institutions equals appmox;mvately
the number going in. We have not quite reached the peak as yet. We still have
to make provision in the province of Alberta for an average of about 150 new
cases a year over and above those that are going out. That means about
$150,000 a year, because it has proved thus far to be necessary to spend approxi-
mately $1,000 per patient for housing. All of these things had to be provided,
and I mentioned them only to put before the committee both sides of this
Question of the increase in revenues.

I certainly agree that we increased the revenues. We went out after the
amounts of money that were owing to the government. We introduced a sane
collection policy. We were not too stringent, as witness the fact that the people
of the province put the Aberhart government back into office after it had been
carrying on that policy for five years. If it had been too stringent, they would
ot have done that. They would have turned to the liberals or to the con-
Servatives or to some other political party, but they did not do that. They put

the Aberhart government back into office.
Mr. KinLey: With a reduced majority.

The Wirness: It does not matter what the m

back., The majori e people of the pravince w
S omEy I e foee 1d not have put them back. We had to

hat, they w i r they wou
e B | inted out most definitely and carefully

Provide not only f; things, but I po1 s 1
e the redgm.pltion of saving certificates. The hon.

that we also had to provide for ;

Memhber was not conr')ect in the amount that he gave of those saving certificates
Outstanding nor was the chamber of commerce. They said there was $6,000,000
Outstanding. As a matter of fact, as of June 1st, there was still outstanding
$5,400,000.

ajority was; they were put
ere satisfied with the policy
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By Mr. Thorson:

Q. June 1st of this year?—A. Of this year; $5,400,000.

Q. Of the original $10,000,000?—A. Of over ten million, yes. That means
that we have been paying well over half a million dollars a year to holders
of savings certificates, thus reducing the amount outstanding each year.

Q. Have you been paying those at par?—A. Yes, with accrued interest,
at the reduced rate. Certainly that puts a different complexion on this business
of revenues; and we did not unduly increase taxation. We certainly did stiffen
up one or two taxation measures, as Mr. Casselman pointed out. The social
service tax, the old social service tax, against property was increased from two
mills to three mills on the assessed valuation. But at the time that we made
that increase, we took over from the municipalities two things that Mr. Cassel-
man knows very well we did. We took over from them the complete cost of the
care of all tubercular patients throughout the whole provinee which heretofore
had been a charge upon the municipalities themselves. We took that over com-
pletely and relieved them of that cost. Furthermore, we also took over from
the municipalities a further 25 per cent of the mothers’ allowances which had
been paid by the municipalities. The amounts of increased social service tax
approximately balance the payments taken over but it gave a whole lot better
administration because of the fact we did not have such arrears any more on
motll?ers’ allowances and tubercular patients’ accounts, to have to carry on the
books.

Now I should like to mention also the fact that the non-negotiable transfer
vouchers are not transferable in the ordinary sense that a cheque is transferable;
that in dealing with these the recipient goes to the treasury branch and makes
a deposit immediately, and then he transfers by means of one of these vouchers
certain credit entries in his account, to a credit entry in somebody else’s account
when he makes any payment at all.

The employees in the treasury branch system are not all social creditors by
any means. 1 want this committee to know that the statement that Mr.
Casselman gave was certainly unfounded in every respect. The employees in
that treasury branch set-up, Mr. Chairman, as far as it is possible for us to
obtain them, are trained banking men regardless of their political stripe. The
head of the treasury branch set-up, the superintendent, is not and never has
been a social creditor; and certainly if we were determined to make this &
political business, we would have used every care to see that at least the super-
intendent was a social creditor.

By Mr. Kinley:

Q. Because you wanted a safe man?—A. And that is exactly what we would

want under any circumstances, to make sure the business is carried on right.

Q. Or a sound man?—A, That is right; and of the fairly large number of
employees, I think I would be safe in saying that the political distribution is
just about even all around—just about even. We have not asked any man or
any girl who applied for a position there whether he or she was a social creditor-
I have handled that myself and I know that any young person—any young lady
or any young man who is qualified for work there, whether he is a social creditor
or not, if we need a person to carry on a certain type of work, is given an
opportunity to go to work.

By Mr. Thorson.:

Q. Will you allow me to ask you just one question, Mr. Low?—A. Yes.

Q. It may h?,ve been answered when I was not here. Of the deposits that
have been made in the treasury branches, I think you said there were about oné
and 2 half million dollars altogether?—A. Something like one and a half millio?
of ordinary deposit accounts, outside of government moneys,

[Hon. Solon E. Low.]
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Q. Yes. What percentage of that deposit is comprised within these voucher
deposits?—A. Well,—I just have not the figures here with me.

Q. I mean, how much of that is withdrawable at any time on ordinary
checking privileges and how much of it is held as deposits subject to the voucher
system?—A. It is a fairly large percentage in voucher accounts.

Q. What percentage? I should like to know that.—A. I would think about
75 per cent.’

Q. 75 per cent of the one and a half million?—A. Would be in voucher
accounts.

Q. Is tied up in voucher accounts?—A. Yes.

By Mr. Casselman:
Q. That includes civil servants accounts who have to take part of their
salaries in these vouchers—A. Mr. Chairman, they do not have to take them.
Q. All right,—they take them, then.—A. That is right.
Q. They also have deposit accounts?—A. Yes.
Q. Into which part of their salaries is paid?—A. 25 per cent, yes. They
agreed to take 25 per cent, voluntarily.

By Mr. Thorson:

Q. And that 25 per cent goes in subject to the voucher system?—A. Yes.
They use vouchers.

Q. That is all I wish to ask at the moment. Go ahead.—A. Further, the
hon. member Mr. Casselman mentioned that there was a social credit board of
five members appointed by the government. That is not true. There was at
one time a social credit board of five members elected by the Legislature but
to-day the social credit board consists of two members, only one of whom is
active and who is at the buildings for any length of time at all.

By Mr. Thorson:
Q. That is Mr. MacLachlan?—A. No. Mr. Mclaughlin is now serving

overseas with the Tank Corps.

By Mr. Ross (Calgary East):
Q. What are the names of the two active members?—A. Mr. Floyd Baker

and Mr. Alfred Hooke are the two members.

By Mr. Casselman: .
Q. They are still drawing a salary?—A. No, they are not drawing salaries

and they never did draw salaries. ; : :
Q. Well, did they get some extra money for their services?—A. They did

receive travelling expenses, yes.

By Mr. Thorson: ¢ :

Q. And living allowances?—A. That is, a per diem allowance while they
were on the business of the board and away from their domicile.

Q. What was the per diem allowance?—A. In all cases except that of the
chairman, $8.00 per day, covering all their expenses.

.Mr. Kinvey: They are reasonable. '

The Wirsess: Now, in the exchange of bonds which Mr. Casselman
Mentioned, it is true that, at the time the interest on the bonded indebtedness
of the province was reduced by 50 per cent, the cities in whose sinking funds
there are and were considerable numbers of Alberta bonds, came to the govern-
ment and asked that the interest be continued to them in full. Here is the
Position that that request placed the government of the province in. We had no
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right, under any circumstances, to treat any one class of bondholders different
from any other class, as you would quite understand, that would have been rank
discrimination, regardless of the fact that they were perhaps our children, in that
they were municipalities of the province. But how could you say to them, “We
will make fish of you and fowl of the other”? It was just a straight question
of the cut being made on all, and to avoid discrimination we simply had to
continue it that way.

By Mr. Ross (Calgary East):

Q. Why did you not exchange them?—A. That brings up the next point.
The suggestion for exchange happened to come after I took office in the month
of February, 1937, so I happen to know just exactly how these things came
along. I am speaking from actual experience. The two cities, particularly
Calgary and Edmonton, came to me and asked that some arrangement be
made for an exchange of bond for bond or some such thing as that. I took
them before the executive council and they took the whole matter up there
and we tried to find some equitable and fair basis on which that exchange could
be made, but because of the various things that had to be considered, up
to the present time no fair and equitable method or basis of exchange has
been worked out. Those bonds were all of different issue with different terms.
Secondly, they bore different rates of interest. Thirdly they had different
dates of maturity; and fourthly they were issued at different prices; and in
attempting to find an equitable method of exchange all of these things would
have to be taken into consideration; and furthermore it would be the most
difficult thing to do because of the danger of having a book loss either for one
party or the other. That was pointed out to the cities very definitely and I
tried in the best possible way that I could to get a committee formed for the
purpose of going right down to the bottom of the matter in an effort to arrive
at an equitable basis for exchange. I was not able to get any suggestion from
the cities as to just what means should be used to arrive at that basis, and
thus far exchange has not been made because we have not been able to find
an equitable and fair basis for so doing.

Mr. KinLey: Do you think you would be justified in making this change;
that is, giving a preference to anybody?

The Wirness: I do not think we would. It is a most difficult thing to
work out. Now, then, we come to the question of taxing the banks and 1 am
going to close now because it is one o’clock.

Mr. Trorson: Before you deal with that, and it may take some time,
there is one thing I should like to say, if I may interrupt you. There was one
line of questioning used yesterday by Mr. Slaght that I thought was very
important, relating to whether it would be wise to set up a provincial govern-
ment agency, that is a provincially run bank, which would lend money to
individual citizens of the province; and it occurred to me that it might be
desirable to have before the committee the experience of the province of Mani-
toba in respect to the various lending associations that have been set up in that
province, which have lent money out of public funds to private persons, such
as farm loan associations, rural credit societies and other organizations ©
that sort which have lent money out of public purse to individual persons
either directly or through intermediate organizations. I thought that perhaps
Mr. Low might come equipped to deal with the experience of a province I
the lending of public money to private citizens of the province.

Mr. BrackMore: Do you mean Alberta?

Mr. TuorsoN: Yes.

The CramrMAN: You heard Mr. Hill’s criticism on the conduct of the pro-
rceedmgs, and you also heard Mr. Ross’s (Calgary East) statement that he




Uy

BANKING AND COMMERCE 161

desired to be heard further in regard to the general nature of the matter. What
do you suggest as to the conduct of the proceedings from now on? You also
open up a new angle, Mr. Thorson.

Mr. TaorsoN: I can appreciate that. Yesterday we were dealing with the
constitutional position of publicly-owned banks versus privately chartered
banks, Mr. Slaght raised a very important point yesterday as to the desir-
ability of setting up another publicly-owned body that would lend to citizens,
but that publicly-owned body was a politically-controlled body. I cannot think
of any public ownership that would not be to a certain extent politically-
controlled, but he raised that question and it is one of the important questions
that we will have to discuss in this committee as to whether we should go
another step in the direction of setting up an agency of that sort. It seemed
to me pertinent to have the experience of the province as a lending body.
It seemed to me pertinent to that inquiry instituted by Mr. Slaght.

The CuARMAN: What do you think of it, Mr. Bercovitch?

Mr. Bercovitca: I am in accord with what Mr. Thorson has just said. I
think it would be very important to have the experience of the province of
Alberta as well as some of the other provinces, if it were possible to obtain them.

Mr. Taorson: I know Manitoba’s experience has been most unsatisfactory.

Mr. Bercovrren: I should like to get the experience of as many provinces as
we can get before this committee, because I think the matter is a very important
one. . :

The Cuatrman: I think it is fair to say we cannot really discuss this bank
bill without getting behind what is behind it.

Mr. TaorsoN: The fundamentals.
Mr. Ross (St. Paul’s): I should like to know if we have the power to set up

this bank. ol

The Cuamman: We are waiting for that opinion. : i

Mr. Ross (St. Paul’s) : What is the use of having that discussion if we cannot
do it. All this discussion is very interesting and very illuminating but let us
confine our discussions to whether we are going to.allow the province to have a
bank or not. I think we are here to pass on this bill. :

The CuARMAN: I agree with that. We put that question to Mr. Varcoe the
other day and Mr. Varcoe required time, as I understand it, to give us a definite
Opinion. Mr. Low is present here at some sacrifice to his public dutles—I‘ presume
considerable sacrifice—and it seemed to us that we ought to hold a meeting while

r. Low is here and have a frank and full discussion on the matters that have
been raised as to why the province should take this rather unusual procedure of
asking to establish a bank. Now, is it your wish to hold a meeting to-morrow?

Some Hon. MEMBERS: Yes.

Mr. Ross (Calgary East): Before y
figures I should like to put in the record s
next meeting and be prepared to deal with them w

Mr. BLackmore: Are they going to be requ‘l.red to be answered?

Mr. Ross (Calgary East): I think they require an answer.

Mr. BLackmore: Why not wait until we-meet to-morrow? ;

Mr. Ross (Calgary East): I will give them to Mr. Low and we will put
them on to-morrow. ; )

The CrarMAN: We shall adjourn until to-morrow morning?

Mr. Ross (Calgary East): Could we not meet this afternoon?

ou adjourn, may I say there are some
o that Mr. Low can see them before our
hen we come back again.

The meeting adjourned at 1.05 p.m. to meet again Thursday, July 25th, at
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MINUTES OF PROCEEDINGS

THURsDAY, July 25, 1940.

The Standing Committee on Banking and Commerce met at 11 o’clock
a.m., the Chairman, Mr. Moore presiding.

Members present: Messrs. Black (Cumberland), Blackmore, Bercoviteh,
Blair, Casselman (Edmonton East), Cleaver, Donnelly, Dubuc, Fontaine, Fraser
(Peterborough West), Graham, Gray, Jaques, Kinley, Laflamme, Macdonald

&I;Iaz'fax), McNevin, Mayhew, Moore, Thorson, Ross (Calgary East), Tucker,
ard.

In attendance: Hon. Solon E. Low, Provincial Treasurer, Province of
Alberta, Mr. C. S. Tompkins, Inspector-General of Banks, Department of

Finance, and Mr. D. K. MacTavish, K.C., Counsel for the Government of
Alberta.

Hon. Mr. Low continued his reply to Mr. Casselman’s statement of the
previous sitting, and was examined.

Mr. Tompkins made a brief statement and submitted a summary with

respect to the chartered banks, showing the disposition of the 74 charters granted
since Confederation.

Examination of Mr. Low continued.

At the request of Mr. Jaques, the following correction was ordered with
Tespect to the printed evidence of July 23, viz:—

On page 122, eighth and tenth lines, for the world “politics” substitute the
Wword “policies”.

At 1.15 pm. the Committee adjourned to the call of the Chair.

R. ARSENAULT,
Clerk of the Committee.
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MINUTES OF EVIDENCE

House or Commoxs, Room 368,

July 25, 1940.

The Standing Committee on Banking and Commerce met at 11.15 a.m.,
the Chairman, Mr. W. H. Moore, presided.
Appearances:

Mr. D. K. MacTavish, K.C., appeared as Counsel for the government of
Alberta.

Hon. Solon Low, Provincial Treasurer, province of Alberta, recalled,

The CHARMAN: Gentlemen, I see a quorum. Mr. Low, you have the floor.

The Wirness: Mr. Chairman, I had not quite finished dealing with the
statement which Mr. Casselman made yesterday and I felt that it would be most
Important to place before this committee something more definite about the
treasury branch programme in answer to Mr. Casselman’s complaint that the
government of the province of Alberta was making use of taxpayers’ money
to bonus the consumers of goods in the province of Alberta. He also complained
of the cost, and I think exclaimed in such words as these: “Surely to goodness
there is a cheaper way of encouraging Alberta’s industries than by the bonus.”

Mr. CasseLmaN: May I just interrupt you? My complaint is not only
about paying the bonus, but setting up the cost of these branches.
The Wirngss: I am only quoting exactly the words you used from the
evidence,
Mr. CasseLman: All right.
. . The Wirness: Now, surely the honourable member knows that the prin-
¢Iple of bonusing production and consumption has already gone a considerable
Istance in Canada. This is seen in the first place in enhanced prices to
Consumers due to the incidence of the tariff. Mr. Norman MqLeod Rogers,
the late Minister of Defence, compiled a splendid royal commission report on
Nova Scotia, and on page 97 of that report points out the ac_tual cost to the
People of the province of Alberta. The net cost to the province of Albert_a,,
When he took into consideration the increased prices to the consumers in
lberta due to the incidence of the tariff, less the amount of good which the
tariff did to manufacturers in Alberta, was $19,000,000 as shown in the report.
have it here with me if you wish to see it.
Mr. CasseLman: Whose report? i
The Wirness: The late Norman MeLeod Rogers. It is found on page 97.
I have g copy of it here with me if any of you gentlemen would like to see it.
The CuamrMAN: May the chairman interrupt and say to you he made an
Analysis of the figures and does not agree with the conclusion.

The Wirness: All right.

Mr. Ross (Calgary East): The figures are too modest, I presume.
. The Wrrness: Very likely. He also points out that the net result of the
Meidence of the tariff in Canada to the province of Ontario is $51,000,000

the good.



164 STANDING COMMITTEE

Now, I point out that there is another evidence of the distance to which
we have gone in Canada in bonusing producers and consumers, and that is
seen in the enhanced prices due to price fixing by secondary producers. There
is ample evidence of that, Mr. Chairman, and I need not bring up authorities for
it. I ask the honourable member, Mr. Casselman; particularly what are these
but the bonusing of producers, and the amount of the cost certainly must come
out of the taxpayers. The first of them is done by the government of Canada,
and the second of them is permitted by the government of Canada, and
the amount of bonus comes out of the taxpayers. Thus far I have not heard the
honourable member, Mr. Casselman, raising his voice against that in the par-
liament of Canada. Let it be borne in mind. Mr. Chairman, that the people of
Alberta are, in the main, primary producers.

The honourable member, Mr. Casselman, seems to feel much aggrieved
because the government of the provinece of Alberta is bonusing consumers through
the treasury branch set-up. The hon. member is inclined to study economics,
and I am sure he will discover that he is living in an age of bonusing, an
age when governments everywhere, I submit, Mr. Chairman, are thinking
of bonusing. He will discover in his studies, doubtless, that the United States
of America is using a stamp plan, under which they are giving to consumers
$1.50 worth of goods for $1, and they are doing it with taxpayers’ money.
The Social Crediters do not believe that it should be done out of the taxpayers’
money; they believe most sincerely and honestly that the United States gov-
ernment should be creating the money much as Guernsey island created its
money during the period following the Napoleonic war from 1816 to 1835;
much as Great Britain created the Bradburys, much as Canada created the
$26,000,000 during the last war. If the United States of America were so
creating the money it is idle, I submit, to think that such ecreated money
would produce inflationary results there—that is, a rise in the prices resulting
from scarcity of goods and services—is absurd; for certainly, Mr. Chairman,
is the United States of America not now struggling against a so-called over-
production, which is nothing more than a surplus of goods which the consumers
are not able to buy?

Mr. Warp: I do not like to interrupt you, Mr. Low, but that is a very
interesting statement with regard to the policy in the United States. Where
did you get that information, and how widespread is it in the United States?

The Wrrness: Mr. Chairman, I should like to give the details in connection
with that following these remarks, but I should like to finish my statement if
the honourable member does not mind, because it is all linked together. If I
finish my statement it will make one comprehensive whole. I should be very
glad to furnish the honourable member with that information, or at least to help
him to obtain that and tell him how widespread it is.

The CuamrMaN: After you finish that statement will you go on and trace
the economic breakdown we had in 1929 and 1930 as a result largely of bonusing?

Mr. Bramr: Right you are.

The Wirness: Now, Mr. Chairman, Alberta has a surplus of goods and
services which her people are not able to buy. Nobody denies that who knows

anything about the facts. Furthermore Alberta has such industrial equipment

ready to process these resources that she could easily put on the market 2
well-nigh inestimable surplus of goods and services. Let me here repeat, in 8
situation like this, to talk of inflation is certainly to manifest ignorance of the
principles of economics. I reaffirm with confidence that the Social Crediters
believe that the United States of America should be creating the fifty cents
with which they supply the $1.50 worth of goods for a dollar. I ask yous
is the plan succeeeding? From all the reports I am able to get, from press

reports and magazine statement, from all the information I can obtain, it 18
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rapidly spreading. I am speaking, of course, of the United States plan. From
all reports that I get this scheme of bonusing is spreading, in order to reduce
the so-called surplus.

May I repeat this for Mr. Casselman’s benefit? He certainly is living in
an age of bonusing. His own party government right here in Ottawa has
commenced to bonus the producers of wheat through guaranteeing a price of
seventy cents a bushel. Can anyone in this committee—

Mr. Gramam: A very regrettable necessity, I should say.

The Wirness: Well, it is being done; that is the important thing.

The Cmamrman: May I just interrupt while you are being interrupted.
The parliament of Canada and the provinces of Canada started by bonusing
farm credit with which to grow wheat; and now, of course, they have to take
the surplus off the hands of the farmer.

The Wirness: Perhaps that it true, but it was born of necessity, surely.

The CuammaN: They now have to take the relative surplus off the hands

of the farmer. '

The Wirness: I ask the committee, can anyone here give a satisfactory
reason why the price, we will say, of the coarse grains, and of meats and eggs
and so on should not likewise be guaranteed? I ask too, what money did
Mr. Casselman’s party government here in Ottawa propose to use last year
just before war broke out to bonus the producer of wheat in the form of a
guaranteed wheat price? Was it not, Mr. Chairman, taxpayers’ money? If
the Social Credit administration of Alberta uses some of the taxpayers’ money
to bonus both its producers and its consumers, as the treasury branch
undoubtedly does, I ask wherein that was grieviously culpable. What my
honourable friend Mr. Casselman should have been concerning himself with is
whether or not the treasury branch system was managing the matter successfully.
I submit that had he condescended to study the matter he would have discovered
that the treasury branch scheme of the province of Alberta is carrying on in
this respect very well. It is apparent to me from a number of the questions
that were asked yesterday and that have been asked heretofore in this committee
that some of the honourable members of the committee are trying to insinuate
or to bring evidence to prove that the Aberhart government has not fulfilled
its promises to the people. I want you to remember that the second funda-
mental principle of Social Credit is a just price, which means nothing -more nor
less than parity prices. The treasury branch system in Alberta, Mr. Chairman,
is a sincere and vigérous attempt to bring about under this clumsy orthodox
system some measure of price parity. It is a genuine attempt, Mr. Cha!rn}an,
to implement the promises of the Social Credit people. The Social Credit just
price means a subsidy, of course, to the producer, to give him a fair return on
the goods which he produces, and the bonus to the consumer is for the purpose
of giving him a fair chance to buy the goods Whlqh the producer has produced.
I presume that Mr. Casselman, judging from his remarks yesterday, would
rather see us use the money that is being used for bonusing producers and
consumers in some such way as putting it through the dole; but I want you
to notice particularly that unemployment was reduced some degree by the use
of the treasury branch system in the province of Alberta.

Mr. CasseLman: No doubt about that.

The Wirness: One of the first provinces in Canada to show improvement
in unemployment was Alberta; and this was because of the fact that under the
treasury branch system there was stimulation given to busme§s to tbe point
where more employees were taken on, and furthermore new industries were
started—seven, I think, as a matter of fgct, during the 'ﬁrst two years—
which naturally took up some of the slack in employment in the province of
Alberta. I refer to one particularly. I had an analysis during the election
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campaign in March supplied me by the manager of the Magrath Woollen
Mills Incorporated; and this analysis shows that of the 52 employees in that
little factory, almost 30 of them would have been on relief had it not been
for the industry in that little town of Magrath. These figures can be verified
by obtaining the actual analysis which Mr. Tanner, the general manager of
that concern, supplied me with during the campaign.

By Mr. Cleaver:

Q. Have you the total figures in the province?—A. No, I have not
them here, Mr. Cleaver. Just one other point before I conclude in con-
nection with what Mr. Casselman has said. I would ask you in all sincerity
what kind of economics that would be if we resorted to the thing which,
apparently, Mr. Casselman would want us to do—take this money that is
being supplied out of the taxpayers’ money to bonus consumers and producers
and put it out through the dole.

‘ I got the distinct impression, Mr. Chairman, from what some of the hon.
members of the committee said, that they thought we were quibbling about the
dividend.

By Mr. Blair:

Q. Have you the blue book?—A. No. I have not been able to get the
blue book yet. You must remember that I am three thousand miles from
my base, and it takes time to get these things.

Q. I thought you had it with you.

Mr. Creaver: I have a copy.

The Wirxess: I want to point out one or two things about the dividend,
and make it absolutely and abundantly clear to the members of the committee.
I am not trying to evade any responsibility, but I certainly do want you to
keep in mind, as a responsible committee, that the question of the dividend,
particularly the problem of the $25 a month promise, was a thing which was
forced upon the premier, particularly, in an effort to try to discredit him in
this view, that he had not fulfilled his promise to the people. In the first
place, the dividend was not to come from taxation or from borrowing; and
in the second place the dividend in social credit is a scientific method of
distribution of goods and services. I think the hon. Mr. Manning, the present
provincial secretary, pointed out on numerous occasions and emphasized t0
the people that that was exactly what the dividend was—a scientific method
of distribution of goods and services.

By Mr. Cleaver:

Q. Would you indicate the method?—A. Yes, sir. That is fine.

Q. You say it is scientific?—A. Yes.

Q. We have not heard it.—A. That is coming along, and we hope to €0
into that this morning. I want to finish this little statement about the
dividend because, as I said, I do not want any hon. member to get the ide#
that T am trying to evade any responsibility in connection with a definite
amount. The premier did not promise in his campaign to any person 12
the province of Alberta, “If you will support this government, I will give
you $25 a month.” I want that definitely understood. It is certainly
abundantly true that in his educational material,, in his written lesson mate-
rial and study material prior to the election, Mr. Aberhart did point out 12
no uncertain terms that a $25 a month dividend was possible—and not only
possible but desirable. Furthermore, he pointed out that it represented the
basic necessities of life—food, clothing and shelter, and that should a govern-
ment be set up in Alberta sponsoring social credit, it undoubtedly would take

[Hon. Solon E. Low.]
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Measures to bring about that very result, the guaranteeing to the citizens of
the province of food, clothing and shelter in the amount of $25 a month, if
that was the amount required at the time.

Q. And the payment of this monthly dividend not only of $25 to grown
beople but of $5 a month for the younger children, $10 a month for children

8 years of age, $15 a month to children 19 years of age and $20 a month to
those over 20.—A. Those amounts were used in that blue book as illustra-
tive, yes.

Q. All those dividends were promised as a free gift, in addition to the
Wages which the citizens would earn. It is all put in the blue book?—A. Yes,
definitely.

Mr. Jaques: Mr. Chairman, I should like to say this—

The Wrrness: But please keep in mind what I said further about it, that
ot only did they say that these amounts could be paid and would be paid if—
and I want you to keep this in mind—the credit resources of the province could
b_e organized by a government elected by the people, and that eredit organiza-
tion—confined, as I said, to the bounds of the province of Alberta—could
be effected with the co-operation of the people.

Mr. Creaver: No.

The CualrmaN: Just a minute, Mr. Low. Mr. Jaques wants to interject
Something. ‘

The Wrirngss: All right.

Mr. Jaques: It was just in connection with a remark of Mr. Cleaver’s.

An Hon. MewmBer: Louder.

Mr. Jaques: It was in connection with a remark of Mr. Cleaver’s about
a free gift.

Mr. Creaver: Let him go on. . :

Mr. Jaques: The dividend is just the same as a dividend that is _pald to
shareholders. We regard the citizens of a country as s_hareholders in that
Country, and as such they are entitled to share in the national profits of that
Country. .

The CuamMan: If any.

Mr. Jaques: Yes, if any.

Mr. Ross (Calgary East): Mr. Aberhart suggestegi, a day or so before the

: €190tion, that it might be increased to $75. He said it could be increased
0 $75.

The Wrrngss: That is quite true; he did.

Mr. Jaques: Mr. Chairman, just one more remark.

The Cmamman: Order.

The Wrirness: I just want to finish. :
Mr. Creaver: I believe Mr. Low should be allowed to finish.
The Cuamrmax: All right, finish.

Mr. Jaques: No. I was interrupted. :
The Cramrmax: If you will stand, they will know when you are speaking.

An Hon. MemBEr: Speak louder. = ; .

I. JAQUIP\J/IS: ’Ilzﬁis zrrl)lount astonishes people, and I should like to point
20t that at the present time Great Britain is paying a national dividend to
Germany at the rate of £50,000,000 a week. It is making a present to
Germany, and hoping and praying that it will get nothing in exchange. It is

Sting Great Britain £50,000,000 a week, and Great Britain is doing it.
th The CramrmaN: You do not intimate that you propose to do the same
g tq the people of Alberta, do you?

~ Mr. Jaques: No.

-
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The Cuamman: That would be disastrous. ;

Mr. Jaques: Mr. Douglas told this very committee here five or six years
ago that if we did not pay a national dividend, we should pay an international
dividend through warfare. We say the same thing. ‘

Mr. Creaver: You do not suggest that that should be a permanent, steady ]
diet, as your dividend was?

The CuAmMmAN: Mr. Graham has the floor.

By Mr. Graham:

Q. The important thing from my standpoint is this. Does your govern- 3
ment still believe that it is possible?—A. Yes, undoubtedly, Mr. Chairman. i

Q. And do you intend to carry it out as soon as you can?—A. Yes. 1

Q. Is this bank which you are asking for a part of the scheme that you
propose to use to carry out that scheme?—A. I believe, Mr. Chairman, I
pointed out that the main objective in asking for the bank charter was to
enable us to increase production.

Q. Yes, I know that—A. Which will be undoubtedly one of the import-
ant factors in enabling the introduction of a scheme of social credit.

Q. But the bank you ask for is part of the machinery you think you
need in order to carry that out, among other policies?—A. Yes.

By Mr. Cleaver:

Q. Mr. Low, you intimated a moment ago, if I heard you correctly, that
these dividends were only to be paid if your government could realize on the
national resources of the province?—A. Well, I said if they could organize
the credit resources of the province within its boundaries for that purpose.

Q. If they could organize the credit resources?—A. Yes.

Q. You infer by that if they could borrow on the resources?—A. No, sir.
If they could control and organize the credit resources within the province, ;
completely control—it is given to it by the British North America Act—to
control the property and civil rights of the people; and to do this effectively 2
they must have the right to organize and control the policy of ecredit issue
within the province.

Q. Well, T am reading from page 20 of the blue book.—A. Yes?

Q. Which to me indicates that the intention was to borrow on the natural
resources from which to pay the dividends. I will just read the quotation,
if T may?—A. Yes. i

Q. “Where will all the credit come from—.”

The CuamrMAN: By the way, who issued the blue book?

Mr. Creaver: It was issued by William Aberhart, B.A., and copyrighted
in 1935.
The Cuamrman: All right.
Mr. CLeaver: And the blue book is the social credit manual.
The Cuamrman: All right.
Mr. Creaver: It is at page 207 and reads:
Q. Where will all the eredit come from to pay the basic dividends?
—A. The credit issue will be a charge against the national resource®

of the province much in the same way as the present governmen
bonds are.

That is borrowing—A. No. It would not be necessary, Mr. Chairman, f’%

borrow, if the bank of Alberta had the right of organization of the cre_dl

facilities in the province, because they would then be able to issue book entries

just as is done in the banks, against which checking can be carried out t
[Hon. Solon E. Low.]
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same as in bank credit facilities to-day; and that alone would be the thing
that_would stand against the productive capacity of the resources of the
province. '
. Q. How would you tie these book entries, which you say you would make,
1r}t0 the production of the province?—A. Well, keeping in mind that the eredit
of any—

Q. Was it the intention of the government—

Mr. Brackmore: Mr. Chairman—
The Wirness: Let me answer.

Mr. Brackmore: Let him make his statement. We have this everlasting
cross-examination instead of letting him make his statement. Mr. Low knows
what social credit is and will explain it. He also knows what the Aberhart
government advocated and will explain that, if he is allowed to.

Mr. Cupaver: It is right here in the book.

The Wrrness: You asked me a question.

Mr. Creaver: This interpretation of what the government promised is
hardly what the book says.

Mr. Brackmore: There is no discrepancy if the hon. member will allow
Mr. Low to make his statement, which he seems determined not to do.

Mr. McNevin: Who is the chairman of. this committee?
The Wirness: I have lost the question.

Mr. Mayuew: I should very much like to hear Mr. Low through and
follow the sequence of his argument until he is finished. Then when he is
finished we can question him.

The CrAlRMAN: Is that the pleasure of the committee?
Mr. Creaver: I accept the suggestion.

~ Mr. Mayaew: I think we should follow the sequence until we finish, and
give each one a chance to say what he wants to say. I do not think this is a
court where we need clever questions asked by this one and that one.

Mr. GraBaM: In the light of the remark by Mr. Jaques, we are going to
get into a range of subjects here which are not germane to this bill. I want
to be absolved from any suggestion by Mr. Jaques that I am the one who is
going to smother this bill in committee. I am prepared to deal with the
bill on its merits.

The Cramrman: May T add to what Mr. Mayhew has said that Mr. Low
is answering a statement made by Mr. Casselman. When Mr. Low is finished,
I suggest that Mr. Casselman be allowed to place on record some material that
he says he has in hand. Then I understand that Mr. Ross has asked to make
a statement. I suggest that should be our order of procedure. Mr. Low, will
You finish your statement? .

The WirNess: I just want to answer the question that Mr. Cleaver left
dangling in the air and which 1 was trying to answer when I was interrupted.
There is just this one point, and then I will go on with Mr. Casselman’c state-
ment, Mr. Chairman. He asked what the credit resources of the people would
be, in effect, in the province of Alberta. I say that in making the organization
that T suggested for the punpose of being able to implement its promises, the
Aberhart study groups took into consideration in Alberta that the credit of
any people is its ability to deliver goods and services. It is simply the monetiza-
tion of these goods and services within the province by the government and not
by private enterprise that constitutes the basic and fundamvent‘al factor in the
ability of the government to implement its promises to pay a dividend.
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- By Mr. Cleaver:

Q. If you give anybody a $25 dividend, which is the equivalent of giving
him $25 worth of goods, either the government must pay for those goods by
taxation or by borrowing?—A. Not necessarily. We will make that perfectly
clear when we come to the discussion of social credit.

Mr. Wagp: Finish your statement, Mr. Low.

The Wrrness: Now, to continue with the statement made by Mr. Cassel-
man. I want to finish that. I had not quite finished with the statement which
was made yesterday. I want to deal for just one moment with the letter that
was placed on file by the Edmonton Chamber of Commerce. There were
evidently a number of statments made in there which were gross exaggerations
of fact, which T shall be pleased to point out to you, if you have that letter here.

T also want to point out that this chamber of commerce letter purporting
to be represenations of the Edmonton Chamber of Commerce on the matter of
the Alberta bank charter, was written by Mr. Blue, who has shown himself to
be an unremitting foe of the government of Alberta. In every single instance
where Mr. Blue, the secretary of the Chamber of Commerce, has made any
statements about the government of the province of Alberta, he has shown
one of two things: an ignorance of the facts, or gross exaggeration of the facts.
This letter is full of them. In the first place, Mr. Blue says:—

They cater to the heresy that a bank can make unlimited supplies
of money by merely printing figures on coloured paper.

That, Mr. Chairman, is a gross exaggeration of the facts. We have never at
any time given any indication that we believed such a thing, or that we thought
such a thing could be done. We have consistently said that in the managing
and organizing of the credit resources of the province of Alberta, or of any
country, the credit commission would have to be very careful about the amounts
of purchasing power issued, and about the way in which they were issued.

Mr. Wagp: You should take some of your federal Social Credit members
into your confidence and tell them the facts, then. :

The Wirness: I do not know, Mr. Chairman, all that the federal members
have said, but I do not believe there could have been a single instance of federal
Social Credit members stating that they believed the banks could create
unlimited supplies of money by merely printing coloured bits of paper.

Mr. Wagp: You had better stay in Ottawa a while longer.

The Wirness: So far as that is concerned, T think perhaps I will let ’Qhﬂt
phase of the matter rest and submit to the questions which Mr. Ross rais
in order that we might get through quickly and then come back to this Socjlf"1
Credit business which Mr. Cleaver and others of the committee would like
to go into most carefully, I am sure.

The CrAlRMAN: We will now hear from Mr. Casselman.

Mr. CasseLMAN: Mr. Chairman and members of the committee, I just
wish to make two or three references. ;

Mr. Low has taken an awful lot of time to explain things that he thought
were in my mind but which apparently were not there at all. What I endea”
voured to point out was that in my opinion it was a very costly method ©
granting a 3 per cent dividend to the producers of Alberta goods. d

To explain that a little more clearly to the committee, you understal
what is commonly called the 3 per cent bonus. It works this way: If I go 12 0
a store and buy sixty dollars’ worth of goods, of which at least one-third or $2
of that bill can be certified by the merchant to be Alberta made goods, "’hef;
the purchaser of that bill gets 3 per cent on the total amount of the bill: t0
only $20 out of the $60, or one-third, is Alberta made goods, that is equivalent ¥

[Hon. Solon E. Low.]
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a 9 per cent dividend. It varies from 3 per cent to 9 per cent. If the whole
$60 is made up of Alberta goods, then it is only 3 per cent. If it is only one-third
of the bill, or $20, then it is a 9 per cent dividend. But it is the purchaser of
these goods who gets the dividend.

The Wirness: It is a bonus to consumers; that is right.

Mr. CasseLMaN: 1 want the members of the committee to be clear on
that. Furthermore, it is only those people who have these accounts in the
treasury branches who get that dividend; it is not all of the consumers of that
particular product the production of which they are trying to increase.

The WirNEss: Any consumer may get the bonus—any.

Mr. CasseLman: If he opens an account in the bank, but, as it is working
out, only those people who have accounts participate. And I tried to make
clear to the committee that the great bulk of the depositors in those accounts
were retail merchants who were practically forced into 'it. No compulsion,
says Mr. Low; no, except a set of circumstances that makes it necessary in order
to get this business to open an account. \ e .

Secondly, the civil servants of the provinee, again voluntarily it was said,
have to take 25 per cent of their salaries in these non-negotiable vouchers.
They do not have to do it, but if they don’t, you can figure out for yourself,
if you were a civil servant, where you would be under that set-up.

That is what T wanted to make clear.

The Wirness: That, Mr. Chairman, is an insinuation which is very serious.

Mr. Cassenman: I am sticking by what I say.

The Wirness: It is all wrong. .

Mr. CasseLvan: I do not quarrel personally with Mr. Low’s suggestion to
this committee that bonusing may be necessary; In fact, I subscribe to the
thing as far as Canada as a whole is concerned, not only the province of
Alberta. As long as you have a discrepancy or irrelevancy in prices between the
- primary producer and the secondary producer, you must have some system of

- bonusing to close the gap between those two. I do not quarrel with that at all.

Mr. Brackmore: Hear, hear. .

The CuarMAN: By bonusing do you not widen the gap unless you control
production?

Mr. CasseLmaN: 1 will agree with you there that it must be covered.
Take wheat as an illustration, which is our big white elephant, if I may use
the term in that sense, there is no use bonusing, or, at leas_t, getting a certain
price that will encourage greater production of a commodity that we cannot
find a market for, either domestic or foreign.

Mr. Backmore: Hear, hear. it

Mr. CasseLvan: Therefore T would say the proper principle would be to
lessen that price somewhat and probably increase 1t on some other p'rodu;cts
that we can find a market for, with, as the chairman says, careful regulation
of those prices which might be termed a bonus of some sort.

Mr. Brackmore: Hear, hear. . .
Mr. Casserman: 1 do not wish to spend more time on that; I am expressing

m . Hini n this matter. ELAAe 1
¥ own personal opinion o : the criticism of Mr. Blue as secretary

I should like to say one word about I ;
of the %ﬁ)glgngi)l;eCﬁaﬁ%er of Commerce. Mr. Blue is merely the mouthpiece of
the executive council of that Chamber, which 1 know personally to consist of

SIX or eight of the ablest and brightest minds among the business men of
‘lberta.elgHe ojs. orlr?y tra;smitting what he is paid to do as secretary of that

Organizati it should not be attributed to him personally.
y I{;Z:ttéggé;n&;_t ;ﬁ)o‘:; qtile'stioned my statement that the withdrawal of the
b.ranches of the‘Banque Canadienne Nationale from Alberta was due to exces-

Sive taxation.
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I have here the annual report of that bank dated November 30, 1939, and
from page 9 of the report I quote these words:—

It closed its offices at Bonnyville, Legal, St. Paul, Falher, and
Edmonton in Alberta.

The excessive burden of taxes imposed upon the banks by the
Alberta government nullified all prospeets of securing satisfactory results
from our operations in that province. In consequence, the bank decided
to withdraw from Alberta.

That is their own report. That is all I have to say.

The Wirness: Just on that same point, Mr. Chairman, would you allow
me to put a statement in?

The CHAIRMAN: Yes.

The Wirness: This is in connection with banks.

In a letter from Mr. C. S. Tomkins, inspector general of banks, to Mr.
Blackmore, under date of July 2, 1940, upon request, this information was
given:—

As arranged by telephone to-day, I enclose a record taken from the
monthly bank directory of Canada (published by Houston’s Standard
Publications, Toronto) of the number of bank branches in operation
on December 31, 1929, 31st July, 1935 and 31st December 1939. While
the accuracy of these figures have not been fully verified, I believe them
to be substantially correct. It will be apparent from the enclosed that
the net reductions in branches of the chartered banks in the following
provinces between the dates indicated were—

The first column is headed “Between December 31, 1929, and July 31, 1935.”
The second column is headed “Between December 31, 1929, and December 31,
1939.”

In the first column Alberta is shown to have closed 92 branches between
December 31, 1929, and July 31, 1935; British Columbia closed 24; Manitoba
29 and Saskatchewan 160.

Between December 31, 1929, and December 31, 1939, Alberta is shown to
have closed 130; British Columbia 29; Manitoba 75 and Saskatchewan 222.

This is just for the information of the members of the committee. It
indicates quite clearly that there were fewer branches closed in Alberta during
the Social Credit regime than prior to the Social Credit regime. It further
shows that there were more branches closed in the province of Saskatchewan
than in Alberta in a similar period.

The CralRMAN: I am going to ask if Mr. Tompkins wishes to say any-
thing in reply.

Mr. Tompkins: The figures which Mr. Low has just quoted are merely
figures of record which I passed on to Mr. Blackmore. I should perhaps make
it clear, I think, that these figures take no account of the situation where
branches closed were “saw-offs,” so to speak. Reference was made yesterday
to numerous points at which a certain bank or two banks might be represented;
and by mutual arrangement one bank would close in one place and the other
bank in the other place. This takes no consideration of those situations an
while, as a matter of fact, I have not any actual figures to give as to whab
that would involve in total, undoubtedly it is a real feature in the situation.

The CaARMAN: Now we shall hear from Mr. Ross.

Mr. Ross (Calgary East): Mr. Chairman, I wish in the first place to rpoll}t_'
out, that these figures quoted by Mr. Low can have no real value, for thi®

reason. You must bear in mind that the five years following 1929, which he 1%
[Hon. Solon E. Low.]
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emphasizing, were years in which we were passing through the greatest depres-
Ston that the world has ever seen. All during those five years banks closed
throughout the entire country, by reason of the depression.

Mr. Tompkins: That is right.

Mr. Ross: There were fewer banks closed during the following five years,
and the figures which Mr. Low gave, I submit, are of no real value here. _

Mr. Jaques: They got out while the getting was good and left the people
to hold the bag.

Mr. Mavaew: Give somebody else a chance.

The CHAlrMAN: Yes; allow Mr. Ross to proceed.

Mr. Ross: I have a telegram here from the Calgary Board of Trade which
I would like to read. It is as follows:—

The Council of Calgary Board of Trade heartly endorses your
opposition to granting the application of the Alberta government for a
bank charter stop in the Council’s opinion such an additional bank is
wholly unnecessary and is not in the public interest.

Calgary Board of Trade, Fred Stapells, President.

Now, Mr. Chairman, I have a big pile of papers here but I am not going
to take up very much of your time, and I do not propose to ask questions of
Mr. Low; because if we ask questions he seems to treat it as an invitation to

make a speech.
The Wirness: I am entitled to make an answer that is comprehensive.

Mr. Ross: Where the answer might very well be yes or no he gives us a
lengthy speech.

The Wirness: Where a question cannot be answered by a plain yes or no
then one has to make a statement.

Mr. Ross: In the first place, Mr. Chairman, Mr. Low has put into the
fecord a number of figures showing the revenue for the province of Alberta.
He places the revenue for the province of Alberta for March of 1936 at $30,-
000,000, and in 1939 he places it at $26,000,000. There is a greatly decreased
Yevenue. I wish to put on the record figures taken from the public account

o the province of Alberta showing that the revenues have not decreased $4,000,-

00 odd but rather that they have increased $8,552,000.

The Wrrness: Ordinary or total? :
' Mr. Ross: In am talking about ordinary revenue of the province made up
%" Dominion of Canada subsides, taxes, licences, fees, fines and penalties, profits
‘ On trading activities, miscellaneous revenue received from miscellaneous sources
4  8d other revenue producing assets. I am talking about the general revenue of
1 e province. :
g The Wirness: But I say, is that the ordinary revenue or the total gross
Yevenye? :

Mr. Ross: You were speaking of the gross revenues.

The Wirness: That is right. ‘ _ : ;
- Mr. Ross: But you left a very confusing idea with this committee and I
{ "™ not satisfied with it. %
' The Wrrness: It may have been confusing to you.

The Cramrmax: Order. ' .

Mr. Ross: I would like to put these figures on the record without having
fo reqq them to the committee. I do not want to bore the committee with the

read‘lng of them. ; ;
The Cuamrman: That is your privilege, with the consent of the committee.

Some Hon. MEMBERS: Agreed.
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THE FOLLOWING TABULATION IS A COMPARATIVE RECORD OF REVENUE ON
“INCOME ACCOUNT” FOR THE FISCAL YEARS 1935 TO 1939 INCLUSIVE

Particulars 1935 1936 1937 1938 1939 |
Dominion of Canada |

subsidies ..$ 1,771,475 00 $ 1,771,475 00 $ 1,776,071 00 $ 1,776,130 20 $ 1,781,787 80
Taxes .. .. 4956956 93 5,432,527 33 7,400,266 66 8,604,404 86 8,245,797 60
Licences .. 1,883.814 88 1,686,965 12 1,426,171 02 2,265,023 83 2,544,531 92 ]
Fees.. .. .. .. .. .. 1933791 81 . 2,004,145 61 2,339,856 40 2,495397 10 2,785,111 16 |
Fines and penalties.. 46,605 22 43,743 11 59,604 95 61,474 24 68,742 49 g
Profits from trading |

activities.. .. .. .. 1,527,133 54 1,848,868 48 2404275 39 2,595,820 01 2,780,771 92 |
Miscellaneous.. .. .. 86,749 03 107,519 75 50,559 69 50,625 33 59,216.08
Refund of expenditure 1,986,379 52 2,171,507 35 3,895,673 84 5,059,521 10 4,798,159 20
From revenue produc-

ing assets.. .. 1,504,864 55 1,508,399 87 1,390,566 77 1,129,408 87 1205699 23 |

Total. -4 .. ..$15,697,770 48 $16.575,151 62 $20,743,045 72 $24,127,805 54 $24,269.817 40
Per capita.. $20 47 $21 61 $26 84 $30 82 $31 22

INCREASES IN REVENUE IN 1939 OVER 1935

ARE AS FOLLOWS

Subsidies. . ..$ 10,312 80 1
A OR  Tx S s ot b s i e Sin S L S e e T e T SR . 3,288,840 67 |
IR T o h a e e BB T T B L e et R e e sk e, BOETIT 04 A
TGN S 851,319 35 |
R GE dnd PENABIBEE SO L i ey Rk ke AT e A i 22138727
Profits-and trading activities. ., oo, /il vl Tied aa e v 411,253,638 38 l
Reid - 0f CXPEDAIBUTE. - (ol v o1 H0i 55 AL 500 T it il s el s oot 2B 75968
S 8808745 190
Decreases 1
T U S g A po e O DA A e B N A Gr U e RIS B ..$ 27,532 95 |
Revehue, producing asset®, + .. 1.0 UL Lo ao Vs S 299,165 32 |
326,698 27 |
Ehahiedel ,\‘
Net increase in revenue.. .. $8,572,046 92
—

Mr. Ross: Now, in the next place, Mr. Chairman, Mr. Low has been
pointing out how well governed the province was and how high the credit rating
of the province is, and matters of that kind. I have received some quotations
since this committee first sat on bonds of different places that I wish to quote:
In each case they are all 4% per cent bonds:—

Alberta. f=h o nllily snabndi ol S 1956 bonds iquotied at 52
Pl sl Al SEked v e R A 1953 bonds ¢ g
Wanitoba.., 10 % st vaeivest 1956 Donde « % 1% 186 ]
LT A B e i e ST S s 0 % BT DS SR 1
(81107 o ORI ol O T R MRS 1
Borontoyis ol o & dE NS i e o A0 D bomidR, T “ 104 4|

I have indicated the maturity dates-in each case, and I got these quotation =
just a few days ago. Apparently bond investors are not particularly satisfied =
with the province of Alberta. i A

The next point I wish to make, Mr. Chairman, is with respect to Civl
Service employees. TUp to the 31st of March, 1939, approximately
government employees who were employees of the government when the
Aberhart government took office are no longer with that service. They have
either been discharged or they have retired.

The Wirness: The source of your information, please?

Mr. Ross: You will find it in the blue book, in the public accounts of tgg
province. And 900 new employees have been taken on by the new governmeé j
'i

b e

to replace them.
. The Wrrngss: Is that right in the publication?
Mr. Ross: You will find that in the public accounts.

The WirNess: -1 do not remember making those up, sir.
[Hon. Solon E. Low.]
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Mr. Ross: In the case of each one man who was experienced and who was
discharged by this government two Social Crediters were secured and put in
his place to do the business that he had been doing.

The Wrrness: Will the hon. gentleman put the names on the record?
I challenge him to put the names on the record. I challenge him to do that.

Mr. Ross: This was taken from the public accounts.

The Wirness: I challenge that statement.

Mr. Ross: I haven’t got the names with me. When you are asking me for
names you are asking me to do something which you know is impossible for
me to do. 3

The Wrrxess: I am just asking for the three names you gave.

Mr. Ross: Mr. Low said a few days ago that he would produce Mayor
Davison’s letter to which reference was made.

The Wirngss: Yes sir, I submitted it to this committee. I put it in a few

days ago.

Mr. Ross: Thank you.

The Cuamrmax: It is in the record.

Mr. Ross: Is that the letter dated November 22, 1935?

The Wirness: I believe that is the letter, yes, sir.

Mr. Jaques: It is in our proceedings No. 5.

Mr. Ross: That is all right. I have a copy of it here. As you are probably
aware, Mr. Davison writes me, “until recently the American Consulate in
Calgary required all our citizens going to the United States on business or
pleasure for a period of less than six months, to secure a letter from the mayor
certifying to their good character, which had to be presented to the American
immigration officer at the U.S. port of entry.” This letter of November 22, 1935,
which Mr. Low has produced is a general letter over the signature of Mayor

avison for immigration purposes; it was not a letter given to the government
at all with regard to these matters, it dealt merely with his character.

The Wirness: That is just what I said. I did not say he was recommended

to us as a banker. .
Mr. Ross: T am not accusing you of saying that.

Some Hon, MewmBERs: Order. :
Mr. Ross: But you did say he was negotiating with the government for

the building of a road from Alberta to the Yukon.

The Wirnsss: No. 3
Mr. Ross: Well, the record says you did.
The Wrrness: No, what I said was through Alberta to Alaska.

Mr. Ross: Well, from Alberta to Alaska.
Some Hon. MeumBEgs: It is the same thing.
The Wirness: No, it is much different.

Mr. Ross: And for the establishment of a bank to operate in connection
When a man goes to you to consult

With refunding the debt of the province. W ) :
You with regard to these matters I submit.it would be misleading to say that
€ was recommended by Mayor Davison and that he recommended that he was

Satisfactory. Your evidence suggests that he was recommended as a financial
€Xpert to you.

The Wirness: As to his character.

The Crammmax: The record says that.

Mr. Ross: You say he vouched personally for the man, those are your
Words, ;

2012
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The Wirness: Read further, as to what?

Mr. Ross: It says, “he vouched personally for this man and his character.”

The Wirness: All right.

Mr. Ross: That is what it was; and his character, vouched personally for
him on that. I suggest to you that when you stated here that he was recom-
mended to you that he was not recommended to you at all as a financial expert.

The Wrtness: I made that clear. I wish the hon. member would read the
letter so that all the members of the committee would know just what it said.

Mr. Ross: I do not want to waste the time of the committee. We have
got to rush this thing through. I will read the letter over again:—

This is to certifiy that the bearer of this letter, Mr. J. J. Sousa, is
a bona fide citizen of Calgary, where he has resided for the past fourteen
years and is well and favourably known. He is leaving Calgary on a
business trip to Los Angeles, California, for about three months, and will
afterwards return to Calgary. I have no hesitation in recommending
him as a fit and proper person to be admitted to the U.S.A.

Any courtesies extended to Mr. Sousa will be much appreciated by
the undersigned.

The Wirness: That is a favourable opinion. He was a fit and proper
person to be admitted to the United States.

Mr. Ross: Now, Major Douglas laid down a plan and his first objective
in that plan was the incorporation of a bank; and now the Social Crediters in
Alberta are coming here for authority to establish such a bank.

Mr. Jaques: I would not agree with that.

Mr. Ross: This is what he says:—

The organization of some credit institutions, either under the
Dominion Bank Act, or otherwise, which will give access to the creation
of effective demand through the credit system, on principles already well
recognized and established.

The CramrMAN: What are you reading from?

Mr. Ross: I am reading from the book published by Major C. H. Douglas
entitled “The Alberta Experiment,” at page 118.

Douglas then wrote Mr. Aberhart—

The CuamrMAN: Is this Major Douglas?

Mr. Ross: Major Douglas.

The CramrMAN: He was before the committee some years ago. |

Some Hon. MEMBERS: Yes. ‘

Mr. Ross: Major Douglas wrote Mr. Aberhart to pillory the government,
the people and the press; all those who refused to assist in carrying out this
Alberta experiment. I want to read what he says about that, because these |
people have been pillorying every since, and I want to get this on the record. |

At page 128:—

It is, of course, difficult at this distance to know the exact alignment
of forces in the province. I should suggest that every advantage be taken
of the coming visit of the Dean of Canterbury to place the moral obliga-
tion of supporting you squarely on the shoulders of the well-to-do and
more conservative section of the population. I feel sure that he will have
considerable success in this direction, but after making every effort of this
description, I should not hesitate to pillory by name, either through the
press or through the agency of radio, in every possible way those who
refuse to assist.

[Hon. Solon E. Low.]
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’I;hen at page 95 I wish you to note this closely because this is important at this
stage:—

The province has the power to make it impossible for any bank to
operate within its borders, to prevent it enforcing its claims for debt, to
make the business of money-lending illegal and impossible, to publicise
banking practice, and in many other ways to inflict severe penalties upon
the financial interests.

Then Major Douglas would have Mr. Aberhart—he has so many titles—

Some Hon. MEmBERS: Hear, hear.

Mr. Ross: Mr. Douglas would have Mr. Aberhart go to the banks and have
them make a gratuitous gift of $5,000,000 to the government. At page 129 he
says:—

That the bank should credit the account of the provincial govern-
ment with a sum of, say, five million dollars, such credit to be free of
interest and non-callable, i.e. the property of the government, and that
the bank should be paid for its services one sum of, say 14 per cent. The
bank should be paid further sums to cover cost of bookkeeping.

Mr. Brackmore: Is that a gift? Is credit a gift?

Mr. Ross: You can’t consider it anything else. It is non-callable, it becomes
the property of the government. A bank should be paid for its services the sum
of, say, 13 per cent to cover the cost of bookkeeping.

Mr. JaQues: Is not that exactly what Roosevelt is doing?

Mr. Ross: I am not interested in what Roosevelt is doing. You cannot draw
me away.

The CuAIRMAN: Proceed, Mr. Ross.

Mr, Jaques: They do not loan their own money to the people.

Mr. Ross: Now, along the same line I wish to read from page 144.

Mzr. Jaques: It is just bookkeeping.

Mr. Ross: It says:—

I just refer to this because of the paragraph on page 2 of one of your
letters of September 24th, which suggests that my suggestion to you in my
letter of September 5th—that the banks should credit the provineial
government with five million dollars, is a matter of detail. So far from
this being the case, although the figure itself has no special significance,
the nature of the transaction which is involved is quite fundamental and
vital, and is in a line with the second recommendation on the last page

of my first interim report.

Then further on he says:—

No sound formulation of any scheme, can be made until the method
by which access to the public credit in the same sense that the banks now
have access to the public credit, has been decided upon.

Can you make an arrangement with any existing banking institution
by which it will hand over to you, not as a loan but as a creation on your

- behalf and subject only to the disposition of your government, sums of
financial credit as may be required from time to time, being merely paid
one sum for the bookkeeping transaction of creating such' credits . . .

The essential difference between this transaction and a loan based
upon present principles is, of course, that the banks would have no right
to recall, and would be paid no interest as such during the existence of the
credits, but would be merely paid for actual services performed.
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If you cannot arrange that existing banks will carry out such func-
tions on these principles you must organize either a bank under the
Dominion Bank Charter Aect, or devise, with the aid of your local legal
advisors, some method by which an institution can be organized outside
the Dominion Bank Charter Act, not issuing notes, but creating and
granting eredits to the government as may be required . . .

I am skipping a few lines:—

May I repeat that action along these lines, or lines having the same
objectives, is quite fundamental.

And a little later on:—

. . . existing data is quite sufficient for the purpose of inaugurating a
sound Social Credit system once the provinee has mechanism to enable it
to create its own credit upon its own terms.

Mr. GraaaM: The committee will not be surprised to note Mr. Aberhart’s
reply that he could not find a bank that could do that.

Mr. Ross: Apparently not, because he is coming here to look for a bank
charter.

The Wirness: He tried to find one.

Mr. GraraM: Did you say he tried?

The WiTNEss: Yes.

Mr. GraraMm: And what happened to the bank?

3 The Wirness: It did not work out. He did not find any bank that would
o it.

Mr. GrarAM: Did you expect it to work out?

The Witness: Surely.

Mr. DonNELLY: There are a lot of members in this committee who have
tried to borrow money in the same way.

Mr. Jaques: We just joined the flying corps in this country and we are now
paying the price.

Mr. Ross: This book sets forth the principles of Social Credit insofar as
Mr. Douglas can set forth those principles, and then that is followed in the book
by the correspondence which passed between Mr. Aberhart and Mr. Douglas.
What I have been reading from now is a letter written by Mr. Douglas to
Mr. Aberhart. This is the instruction given by Mr. Douglas to Mr. Aberhart as
to how he is to finance the province. He was the advisor of the province.

Mr. Jaques: It is a pity he is not ours.

Mr. Ross: Now, the province has sinece been pillorying with a view to
get this bank. Mr. Aberhart goes on the air praetically every Sunday after-
noon with a political address pillorying the “fifty bigshots,” as he calls them—

The Wirness: That is false.

The CualrMAN: That is not parliamentary language.
The Wirness: Not now.

Mr. Ross: I have heard him myself.

The Wrirness: Not now.

The CHAmRMAN: Go ahead.

. Mr. Ross: He has been delivering political addresses over the air in
sympathy with soeial credit and in favour of social eredit—

Mr. Jaques: They are economic addresses.
[Hon. Solon E. Low.]
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Mr. Ross: Economic addresses? Oh.

Mr. Jaques: There is a big difference.

Mr. Ross: A rose by any other name will smell as sweet.

_ Then they brought two alleged experts from England to assist in the
pillorying, namely, Mr. Power and Mr. Byrne—

Mr. Jaques: Why alleged?

Mr. Ross: Very well, call them experts if you like. Mr. Douglas urged
Mr. Aberhart that news circulation should be under the unchallengeable
cpntrol of the province. At page 118 Mr. Douglas is making his recommenda-
tion to Mr. Aberhart as follows:—

The systematic provision of a news circulating system under the
unchallengeable control of the province, particularly in regard to radio
facilities of sufficient power to cover a -wide geographical area.

Now, the government attempted, pursuant to those instructions to muzzle
the press by a statute purporting to control what was published as well as
the personnel of the staffs—

%
'L ;
3
P,
i
B
l:

s e ——————

The Wirngss: That is wrong.
| Mr. Ross: Go and get the statute and study it for yourself if you do not
| wish to accept my word for it.

The privy council has since held that that statute was ultra vires.

In its pillorying operations the government used many pamphlets pub-
lished at the public’s expense. In one they made the mistake of naming
Senator Griesbach as one of a group of bankers’ toadies, and referred to them
as creep-crawly things and advocated their extermination. I have a copy
of that pamphlet which I wish to read to you.

BankER’S ToADIES

My child, you should never say hard or unkind things about
Bankers’ Toadies. God made Bankers’ Toadies, just as He made snakes,
slugs, snails and other creepy-crawly, treacherous and poisonous things.
Never, therefore, abuse them—just exterminate them.

And to prevent all evasion—Demand the Result you want. $25 a
Month and a lower cost to live.

On the opposite side it says:—
Bankers’ ToApies

S. W. Field, K.C., Lawyer for the Mortgage and Loan companies of
Canada, President of the People’s (!) League.

H. H. Parlee, K.C., Lawyer, Canadian Bank of Commerce, President,
Edmonton Liberal Association.

H. H. Milner, K.C.,, Lawyer, Royal Bank of Canada and Canadian
Bankers’ Association. President, Edmonton Conservative Associa-
tion.

J. F. Lymburn, K.C., Lawyer, Bank of Montreal. People’s (!) League.

G. D. Hunt, Investment Broker, United Canada Association.

L. Y. Cairns, K.C., Lawyer, Dominion Bank of Canada. Member Con-
servative Executive.

G. W. Auxier, Lawyer, National Trust Company. Secretary, People’s
(!) League.

W. A. Griesbach, K.C., Lawyer. Represents several Trust companies.

D. M. Duggan, Investment Broker. People’s (!) League. Provincial
Leader, Conservative Party.

7201—3
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ExTERMINATE THEM

And to prevent all evasion, demand the result you want, $25 a
month and a lower cost to live.

The CramrrMAN: Who made that statement?

Mr. Ross: The government of the province of Alberta.

The Cramrwman: Oh, no.

The Wirness: That is not right; that is false.

Mr. Ross: One of the experts brought up by Mr. Aberhart and who was
paid a salary by him—

The Wirness: He was not paid a salary by Mr. Aberhart nor the govern-
ment.

The CuairmaN: Who paid for the issue of this pamphlet?

The Wirness: I don’t know. The government certainly did not.

Mr. Ross: Perhaps we need not call it a salary, it may be a bonus or have
some other fancy name; but the treasury of the province of Alberta suffered to a
considerable extent—$4,000 in one sum—and further sums as the result of his
presence in Alberta—sums they paid out to him—he was in the pay of the govern-
ment of province of Alberta, I can say that, and he was the one who is responsible
for getting out a lot of circulars.

Mr. Trorsox: The publisher of the pamphlet went to jail, did he not?

Mr. Ross: Yes, he went to jail.

Mr. KinLey: For publishing the pamphlet?

Mr. Ross: Yes, for libel. '

Mr. Jaqgues: On $20,000 bail.

Mr. MacpoNaLp (Halifax): How long ago was this?

Mr. Ross: 1 have forgotten.

The Wirness: 1937.

Mr. KinLey: Who went to jail?

Mr. Jaques: Powell and Mr. Unwin.

Mr. Ross: Mr. Unwin was a Social Credit M.L.A., the whip of the party.

Mr. KinLey: And the other man was the advisor? §

Mr. Ross: Yes. These pamphlets were published and distributed through-
out the legislative building.

Mr. KinLey: I suppose that was at election time.

Mr. Ross: No, when the house was in session this was done.

Mr. DonNgLLY: Just an every day proceeding,

Mr. BLackMoORE:  An every day proceeding, did you say?

Mr. DoxNeLLY: I said it.

Mr. Ross: You remember I read from Mr. Douglas’ book where he advo-
cated that the Aberhart government should make it impossible for any ba
to operate in Alberta. I have already read that from page 95. Now, in earry-
ing out that programme Alberta enacted a $2,000,000 supertax—that is a tax 1D
addition to other taxes—it was more than that, but let us say 2,000,000 in round
figures—on the banks of the province.

Mr. Jaques: We have plenty of taxes here.

Mr. Ross: I believe that was disallowed by the government.

Mr. BercovircH: Do you mean by the dominion government?

Mr. Ross: Yes. They also passed an Act for the licensing of bankers

and all of their employees and imposed a penalty for those who carried on with=
[Hon, Solon E. Low.]
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out that licence. This legislation was declared ultra vires by the privy council.
I suggest, Mr. Chairman, and I contend that they are now contemptuous of our
courts, and in support of that I wish to read a headnote over a decision that
went to the privy council, and Mr. Low’s comment-on that headnote. This is
a case which has already been mentioned before this committee, the Lethbridge
Northern Irrigation District v. Independent Order of Foresters in 40 Appeal
Cases at page 513. The headnote-reads:—

The Provincial Guaranteed Securities Interest Act, ¢. 12 of the 1937
Statutes of Alberta, which purported to reduce by one-half the interest
on certain securities guaranteed by the province of Alberta, and the
Provincial Securities Interest Act, c. 13 of the Statutes of Alberta, 1937,
which purported to reduce the interest payable on securities issued by
the province to, in general, half the agreed rates, were in pith and sub-
stance Acts dealing with “interest” within the meaning of head 19 of
5. 91 of the British North America Act, 1867, a subject-matter within the
exclusive legislative competence of the Dominian parliament, and the
Acts were therefore ultra vires of the provincial legislature,

That is sufficient for my purpose.

Mr. BrackMoORE: You have already made a statement that Mr. Low made
some comment.

Mr. Ross: I am coming to that now. The decision was delivered on the
4th of March, 1940. Mr. Low gave apparently a prepared statement to the
Edmonton Bulletin on the 5th of March, 1940. The Edmonton Bulletin carried
that statement in quotation marks; so it evidently was a prepared statement.
This is what Mr. Low is reported as having said:—

The ruling of the Privy Council will make absolutely no difference
to the policy of this government, which has consistently held the position
that the half interest rates paid on the public debt since 1937 is in equity
a fair return to the bondholder and is the limit of the province’s ability
to pay having cognizance of the essential social services which have been
maintained.

" Therefore the government will continue to pay half contractual
rates on the public debt and maintain in full its essential social services.

This government has already assured the people and now reaffirms
that so long as it holds office the people will never be called upon to pay
more. Meantime it will proceed with the negotiations in hand for the
refunding of the entire public debt on terms consistent with the present
interest rates which it is paying. : .

Coneurrently it proposes to proceed with ﬁhe_ development of its
interim program, with its application for a provineial bank charter and
its other carefully laid plans for rapidly developing the economy of the
province and for relieving the people of the burden of unpayable interest
rates—plans which already have yielded such encouraging results.

It is indeed fortunate that the Privy Council judgment has been
handed down at this time for it will enable the government to seek and
obtain a definite mandate from the people of the province in support of

its policy.
That is what I referred to as being rather in the nature of contempt of the
Courts of the land.

The Wrrness: May I ask how that could be construed as contempt?
Mr. Ross: I am suggesting it is contempt, and we will leave it with the

- Members of the committee to form their own conclusions in regard to it.

7201—3}
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The WirNess: May I be granted the privilege of making a statement in
respect to that when Mr. Ross is finished, Mr. Chairman?

The CrAamrMAN: I think so.

The WirNess: I think I should.

Mr. Ross: Mr. Low has referred to the Golden Fleece Woollen Mills, for
example, and the way they have helped the companies. The mills have a
contract with the provincial marketing board to manufacture blankets for the
army. That was the evidence he gave. The government charged the mills 7
per cent interest on their money, according to their contract. - The loans were
repayable in six months and the government also made a 2 per cent brokerage
charge for that six months. That would make 11 per cent interest on the money;
so that the government takes 11 per cent from the mills, which is more than
four times the 24 per cent the government is paying on Alberta bonds.

I am not sure of my point here, but I think the government only guarantees
this company to the extent of 25 per cent. Mr. Low made a statement with
regard to the guaranteed—

The Wirness: In which company is that, sir?

Mr. Ross: T am speaking of the Golden Fleece Woollen Mills.

The Wirness: I did not say they guaranteed anything.

Mr. Ross: That is why I was not sure about that. Your evidence does not
refer to that mill?

The Wrrness: No.

Mr. Ross: It is a general statement you are making with regard to the
guarantees?

The Wirness: Yes.

Mr. Ross: I will not follow that up, then. Your evidence is not clear on
that point.

Mr. Low in a letter to the Alberta bankers in July, 1937, made this
statement: “The people of Alberta have demanded that this government get
them a secure sufficiency in freedom. It is to start in the form of a monthly
dividend of $25 with a lower cost to live.”

Now, Mr. Chairman, I wish to refer to the fact that this is a very speculative
enterprise that this government proposes to enter upon. A bankrupt province,
I submit, should not be encouraged to enter upon so speculative an enterprise.
1 have pointed out that at confederation there were twenty-eight different banks
in the four provinces that entered confederation in 1867; that many other banks
have since been formed and carried on business throughout Canada and that
many banks have—

Mr. Gramam: That is a matter of argument. Is not the practice of
committees the reverse? Is it not the practice to wait until the taking 9f
evidence is completed before argument is made? I do not see much sense 11
all the members of the committee arguing a point until the committee has heard
all the evidence.

The Caamrman: I think I will give Mr. Ross a certain amount of latitude.

Mr. Ross: I am sorry if T amy violating the rules; this is new to me.

Mr. Bercovrren: It is all right; we are violating the Tules all the time.

The CuamMax: We are giving everybody latitude and I am going t0
suggest while we are on that subject that it might be the desire of the committee
when we adjourn at one o’clock that we adjourn until we have a report from
Mr. Varcoe and then try to complete the session. We have now had over sevel
sessions, and it seems to me we ought to pretty well finish with the geners
sessions and be prepared after having heard Mr. Varcoe and Mr. Tompkin®

if necessary, to pass judgment on the substance of the bill. Is that your
pleasure? g

[Hon. Solon E. Low.]
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Mr. Brackmore: May I just say a word or two on that?

The CuARMAN: Yes.

Mr. Brackmore: Mr. Cleaver, it will be remembered, asked that an
accurate discussion on social credit be given so that he could understand it.
Now, no such accurate and detailed explanation can be given in twenty minutes.
Mr. Thorson also raised a most valuable question, I think yesterday. bearing
on the success with which loans had been advanced to producers in Alberta.
I would think that probably five or ten minutes would be required to give that.
So that it seems to me, Mr. Chairman, it would be rather difficult to finish the
business which the committee has outlined for itself without another meeting,
anyway.

The Cramrman: The only thing, Mr. Blackmore, is that we might be faced
with the accusation of talking the bill out. I should like to get a decision as
soon as we can; but you are the promoter of the bill and the responsibility
18 yours. .

Mr. Brackmore: Mr. Chairman, my stand is this: there are great and vital
1ssues at stake in the presentation and the defence of this bill. There is great
misunderstanding throughout the Dominion of Canada regarding the social
credit administration, its aims, and its proposed methods. It seems to me that
it is to the greatest degree essential that these differences and misunderstandings
should be cleared up as far as that is humanly possible. Therefore, even at the
expense of talking the bill out, I should be in favour of allowing the apposition
to the bill and the opposition to the government to present their case with as

great detail as they see fit, and allowing the witness to answer in as great detail -

as he sees fit.
Mr. Bercovitca: Mr. Blackmore, would you make an entry into the record
to the effect that you will not accuse the committee of talking your bill out?
Mr. Brackmore: I will gladly make that entry right now in the presence
of all the members of the committee here assembled, sir, and 1 wish the reasons
to be given. I am anxious to have the bank bill passed but I do not believe,

as I indicated yesterday in the little speech I gave, that the members of this

committee can satisfy themselves on the two great considerations upon which a
sound decision regarding this bank bill can be based, in the time at our disposal.
Therefore, I would be quite ready to grant that the inability to arrive at a
decision is owing to a combination of circumstances over which nobody has
any control; I would be ready to grant that the government has done its best to
give every consideration, that the chairman has done his best, that the Alberta
government have done their best and also the social credit members,

Mr. BercovitcH: And so have the committee.

Mr. Brackmore: Yes, the committee have also; and so have the social
credit members of parliament. Since the question has been raised, may I put
here on the record, so it will be there indelibly, that Mr. Low and I both thank
the committee for the indulgent, earnest and sincere way in which they have
listened to this evidence and have endeavoured to weigh it, an_d for the fine
opportunity we have had of presenting our case. The opportunity has been a
2ood one in the main. There have been times, occasionally, when the enthusiasm
of members probably caused them to overstep-the rules of complete decorum;
but in the main, Mr. Chairman, your committee has been conducted with the
Utmost impartiality, indulgence, fair-mindedness and consideration.

Some Hon. MeMBERs: Hear, hear.

The CuarMaN: Thank vou, Mr. Blackmore.

; Mr. BercoviteH: Mr. Chairman, may I ask a question. Have you heard

from Mr. Varcoe as to whether he will be ready with his opinion by to-morrow?
The Cuamrman: We doubt if it will be ready by to-morrow. All right,
. Mr, Ross.

SR
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Mr. Ross: Mr. Chairman, I was pointing out the large number of banks that
we have had throughout Canada.in the past. To-day we have only ten banks
in Canada. All the others have either gone to the wall or been merged.

Mr. Jaques: Did you say “murdered”? I could not quite hear.

Mr. Ross: I also pointed out that the existing banks are having a hard
struggle at the present time. Now I wish to read what Mr. Graham Towers has
to say with regard to a new bank starting up.

The CaARMAN: Mr. Ross, may I interrupt you for a moment? Mr. Tomp-
kins has here a statement which it might be very useful to put on the record. It is
as to the number of banks that have been incorporated since confederation and
the fate that has befallen them. Would it be your pleasure to have that
statement put on the record?

Some HoN. MEMBERS: Yes.

Mr. Ross: That would be very interesting.

The CramrmaN: We could ask Mr. Tompkins to outline the statement.

Mr. Ross: Yes. I think now would be a very appropriate time.

The CuARMAN: Very well.

Mzr. Tompxins: Mr. Chairman, I had this information prepared with a view
to giving it to the committee with possibly some small amount of other material,
but it can be taken from my material very readily. Since confederation a total
of 74 bank charters have been granted by parliament, or at an average rate of
practically one per year. Since the beginning of 1910 only nine charters have
been placed on the statute books, of which six were not used and therefore lapsed,
and two, the Weyburn Security Bank and La Banque Internationale du Canada,
disappeared by merger, the latter taken over by the Home Bank of Canada which
in turn passed into liquidation in 1923." The remaining institution, Barclays Bank
(Canada), opened its doors in September, 1929, and of course, as hon. members
know, it is still in business.

The summary that I have to give of the disposition of the 74 charters that
have been granted since confederation shows briefly this: Charters not used
and therefore lapsed, 38; banks which commenced operations but were subse-
quently merged with other banks, 12; banks operated but subsequently placed in
liquidation, 19; still in business, 5. That is a total of 74. I have added to my
memorandum the names of the banks which were merged, giving the name of the
merged bank and the purchasing bank; I have also a list of the various institutions
which went into liquidation and make up the total I have just mentioned.

Mr. Graram: Will you place those on the record? ¢

The Caamrmax: Would you like it on the record?

Mr. Bercovitcu: I think it would be very useful.

The CramrMAN: I think so too. Is it the pleasure of the committee that the
statement should be put on the record?

Some Hox. MEMBERS: Yes.

The summary referred to by Mr. Tompkins is as follows:—

The following is a summary of the disposition of the 74 charters granted since con-
federation :—

2 Charterg ot used-—Iapsed i LS S s o e L e e 38
Bm}ks which commenced operations but were subsequently merged
A GO T e RS eotC T GRE G SR s I 12 (A)
2. Banks operated but subsequently placed in liquidation .......... 19 (B)
S e B U ATl e S S S SR s ORI TS 5
74

[Hon. Solon E. Low.]
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1. This total includes Eastern Bank of Canada, incorporated in 1928 and granted
authority by Treasury Board to commence business; it did not however operate and was
wound up with return of capital to shareholders.

2. This total includes Sovereign Bank of Canada, which did not suspend payment and
whose liabilities were assumed by certain other banks, the bank itself being subsequently
placed in liquidation for the purpose of proceedings against the shareholders.

(A) Banks Merged:—

Year Bank Absorbed Purchasing Bank
1903 Halifax Banking Company ..... The Canadian Bank of Commerce
1908 Crown Bank of Canada ........ Northern Bank (under name of Northern
Crown Bank)
1909 Western Bank of Canada ...... Standard Bank of Canada
1911 United Empire Bank .......... Union Bank of Canada
1912 Traders Bank of Canada ...... The Royal Bank of Canada
1913 La Banque Internationale du
R, AR g s RS BRI 14 Home Bank of Canada
1914 The Metropolitan Bank ........ The Bank of Nova Secotia
1918 Northern Crown Bank .......... The Royal Bank of Canada
1919 The Bank of Ottawa ........:.. The Bank of Nova Scotia
1923 Banksof Hamilton s o5 Bass. The Canadian Bank of Commerce
1924 Sterling Bank of Canada ...... Standard Bank of Canada

1931 The Weyburn Security Bank ...Imperial Bank of Canada

(B) Liquidations:—
Bank of Acadia, Liverpool, N .S.
Metropolitan Bank of Montreal
Bank of Liverpool, Liverpool, N.S.
Consolidated Bank of Canada (City Bank and Royal Can! amalgamated 1879)
Stadacona Bank, Quebec
Exchange Bank of Canada, Montreal
Maritime Bank of Dominion of Canada, St. John, N.B.
Pictou Bank, Pictou, N.S.
Bank of London in Canada, London, Ont.
Central Bank of Canada, Toronto, Ont.
Federal Bank, Toronto, Ont. (name changed from Superior Bank)
Commercial Bank of Manitoba, Winnipeg
Banque Ville Marie, Montreal
Sovereign Bank of Canada, Toronto
Banque de St. Jean, St. Jean, P.Q. ’
Banque de St. Hyacinthe, St. Hyacinthe, P.Q.
Farmers Bank of Canada, Toronto
Bank of Vancouver, Vancouver
"Home Bank of Canada, Toronto

Mr. Grapam: May 1 ask, Mr. Chairman, if Mr. Low is going to stay
in Ottawa until the committee completes its work?

The Wirness: My work at home is very pressing, but I feel that I want
to give the members of this committee every opportunity that it is possible to
give to ask questions and to get information; and I want to stay just as long
as I am useful in that respect. .

Mr. MavaeEw: I, for one, feel that I want to hear everything that Mr.
Low wants to say. I should like him to be allowed to say it so that when he
goes home from here he will feel that there has not been anything missed which
he wanted to say. I should like to hear it in the- sequence of his own choice
and at the time of his own choosing.

An Hon. MeMmBer: He has finished.

The CHAIRMAN: Mr. Ross has the floor now.

Mr. Ross: 1 was just going to quote what Mr. Towers has to say with
regard to the likelihood of more banks.

The CuamrmaN: When and where was the statement made?

Mr. Ross: It was made before this committee a year ago, in answer to a
question by Mr. Kinley.
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The CrHAIRMAN: What was the page number of our record?
Mr. Ross: Page 686. He says:—

If you think of the question of other banks being able to start—
as we know, the provisions for that are laid down in the Bank Aet—I
think it is most unlikely in the visible future that any other banks will
get into operation in Canada.

By Mr. Deachman:

@. Why?—A. I do not think the game is worth the candle for a new
organization. I think that the long period of years during which they
would have to suffer losses before they could hope to break even would
discourage most people from trying to do it.

On page 690, again in answer to Mr. Kinley, he says:—

Canada is an expensive country in which to conduct a banking busi-
ness because of our geographical situation. If you can concentrate a
tremendous amount of business under one roof your overhead charges per
dollar of deposits will be less. That is the situation in respect to the
very large banks in the United States and in England. But in Canada,
with a chain of branches, many of them very small and scattered across
the country, you will find, naturally, as any business man would find,
that your overhead per dollar of deposits is higher than in countries of
more concentrated population.

I wish to point out, of course, that Alberta has a very sparsely settled
population, and it would be more expensive operating a bank there than in
Ontario or Quebec.

This projected bank wants to make marginal loans, loans that other banks
will not touch.

Mr. KivLey: Is that right?

Mr. Ross: That is what Mr. Low stated the first day.

The WirNess: No; that is not right.

Mr. THorsoN: Get the exact words.

Mr. Ross: Perhaps I misunderstood him, but that was my understanding.
He said that a number of concerns, woollen mills and other concerns could not
borrow money from the banks without their guarantee.

The Wirness: That is right.

Mr. Ross: If they cannot do that, I take it that it is a marginal loan. That
is the theory I am working on; that it is a loan that the other banks will not
aceept, 1f they will not take it without his guarantee. Surely that is sound.
submit I am correct in suggesting that they are marginal loans that this bank
wants to be incorporated to make. 4 ‘

The Wirness: That was one type that T mentioned more particularly to
indicate that it was our desire to use the bank to increase production.

Mr. Ross: When Mr. Low was asked what functions this bank would
discharge that existing banks do not discharge, this is the illustration that he
_ gave. If there are other functions or purposes, you have not told the com-
mittee what they are, or I have not got what they are.

The Cramrman: I would suggest that you finish your statement and that
we then allow Mr. Low five minutes in which to reply.

_ Mr. Ross: Very well. I submit that the province should not be risking
millions of dollars in a banking system when it is unable to pay its interest:

If we grant this charter and the bank goes broke the parliament of Canada
(Hon. Solon E. Low.] '
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will be as much to blame as the people of Alberta, and they will be called upon
to share the risk because they are making it possible by granting this charter.
I want to give you warning in time.

Mr. GraraMm: It was my understanding that they wanted it in order to
help pay the debt.

Mr. MacooNaLp (Halifax): What is your view as to the ability of Alberta
to pay in full all their bonded indebtedness?

Mr. Ross: If they had a government in whom the people had confidence
they could refund.

Mr. Macponarp: But can they actually pay the indebtedness or borrow
money from some place else to pay it?
Mr. Ross: I think they undoubtedly can.

Mr. Brackmore: Why have not the other provinces refunded? There is
not a province that has refunded.

Mr. Ross: The other provinces are handling their indebtedness all right;
they are not defaulting. We are borrowing money to pay our debts. We are
not going to pay them off in one year.

I should like now to deal with another matter. Mr. Low stated in his
evidence that payment on savings certificates was suspended on the 28th of July,
1935. According to the Edmonton Bulletin, which is to be found in the library,
a story was published there as to when the payment was suspended.

The Cuairman: What is the date of the paper?

Mr. Ross: That is the 27th or the 28th August. I am not sure.

The Crairmax: Of what year? 5

Mr. Ross: It is open in the library and any person can see it.

The CuamrMAN: Of what year?

Mr. Ross: 1935. It says that payment was suspended on the 27th of
August, five days after the election. Mr. Low referred to a great demand for
payment of the savings certificates. There was a slight rush before the election
from a number of people who feared that Social Credit was going to be elected,

but the big rush occurred after election day; that is when the real rush was
made for the payment of these certificates.

Mr. THorsoN: You are making a very serious statement.
The Wirness: Very serious is right.

Mr. THorsON: Mr. Low made.the statement that suspension took place
on the 28th of July, before the election.

The Wirrness: That is right.

Mr. Taorson: You are making the statement now that the suspension took
place after.

Mr. Ross: Five days after election day.

The CHAIRMAN: According to the Edmonton Bulletin.

Mr. Ross: The article in the Bulletin is down in the library. It is in a
bound volume and it is open down there on the desk where anybody can read
it for himself if he wishes to. .

Mr. THorsON: You say that suspension was made by order-in-council?

The Wirness: Yes, I believe so.

Mr. Ross: Yes, by order-in-council after a conference between Mr. Aber-
hart who was the incoming premier and Mr. Reid the outgoing premier. Mr.
Reid put up to Mr. Aberhart what the position was and Mr. Aberhart requested

that suspension be made.

Mr. TrorsoN: That is the report in the Bulletin?
Mr. Ross: I am not sure whether you get it in that particular article of

‘{I.'ﬁ\l that particular date, but that was published in the papers.



188 STANDING COMMITTEE

Mr. THorson: There is an order-in-council.

Mr. Ross: There is an order-in-council dealing with suspension.

Mr. BrackMoRE: Just a minute, did Mr. Aberhart ask that a suspension
be made? Have you seen the minutes of the council to that effect?

Mr. Ross: I have not seen the minutes of council, so I could not tell you if
it is referred to in the minutes.

Mr. TrorsoN: Mr. Low will know.

Mr. Ross: Mr. Low was not a member of the government at that time.

The Wirness: I could not tell you the exact date without looking it up in
the order-in-council, but I do know that the suspension of savings certificates
did come prior to the election because of the cash position; as pointed out by
the Bank of Canada, it was completely exhausted.

Mr. THorsoN: You stated as a fact that it took place on the 28th of July.

The Wrirness: Yes, sir.

Mr. Trorson: It must have taken place as a result of the order-in-council
that you mentioned.

The Wirxess: Not necessarily, sir. The government could simply advise
that no further payments could be made because there was no cash and the
order-in-council might have been several days later; but the Bank of Canada
report very specifically points out the great run that had taken place on
this date.

Mr. THorsoN: Quite so, but coming to the formal suspension—

The Wirness: I will have to get that definite date for you.

Mr. TrHorson: There may have been an inability to pay on the 28th of July.

The Wirness: And therefore an effective suspension of payments.

Mzr. Taorsox: I understood from you when you spoke on this subject earlier
that there was a formal suspension of payments put into effect?

The Wirness: Not necessarily formal.

Mr. Taorson: On the 28th of July.

The Wirness: And I still believe that that is correct; but I am nof
maintaining that it was done on that date by order-in-council. Announcement
was made and no further payments were made.

» Mr. BercovitcH: The order-in-council was not necessarily passed on that
ate.

The Wirness: I have never said so, but an announcement was made on that
date that no further payments could be made because of the cash position.

Mr. Ross: An announcement was made to whom?

The Wirness: To the people of the province.

Mr. Ross: I do not think the papers carried any announcement of that kind.

The Wirness: I believe it is so just the same.

Mr. Ross: I do not think the papers carried it and I think they would have
carried it if any such announcement had been made.

Mr. KinLey: An order went out to the officials of the treasury in differen
parts of the province probably.

Mr. Tuorsox: The formal repudiation—if we wish to call it such—or the
formal declaration that there would be no more payments, whether that took
place before the election or after the election. ;

Mr. Ross: The next point I wish to speak of is this: Mr. Low stated in hi
evidence that there were no cases pending against the province. He also stated,

if T mistake not, and if I am wrong in this he can correct me, he also state
there were no outstanding applications for fiats.

The Wirness: That is right.
[Hon. Solon E. Low.]
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. Mr. Ross: Well now, since that meeting was held that story was carried
in the papers in Calgary and I have a letter, or rather I have some correspond-
ence here that passed between Taylor and Taylor, barristers and solicitors of
Calgary and the Department of the Attorney General in Edmonton which I
wish to read. These are not very lengthy. They are as follows:—

May 15, 1937.
The Honourable ATTORNEY GENERAL, .
Edmonton, Alberta.

DEAR SiR,—

Re: Interest on Provincial Securities

The estate of the late F. A. Kilburn, of which the Trusts and
Guarantee Company Limited and the writer are trustees, has $62,000
invested in provineial bonds and $10,000 invested in provineial savings
certificates. On these bonds, coupons are due and interest is also due on
the Alberta savings certificates. The trustees, being trustees, cannot
accept payment of interest at the reduced rates provided for in provineial
legislation, and we have advised that proceedings be taken by the
trustees to realize the proper amount of interest payable on each of the
securities, so that court will not find fault with the trustees for not
having attempted to realize the interest justly due to the trustees.

We should like to have from you, if you will be so kind, a statement
whether or not, if a petition of right is presented, a fiat will or will not be
granted so that the petition may be proceeded with. It would seem a
waste of time and money perhaps, for the trustees to file a petition of right
if the government will not permit the proceedings to be carried on.

It may of course be that the statutes passed by the legislature
purporting to reduce the interest are within the legislative competence of
the legislature, and that would be decided in a trial on the petition of right,
and we cannot, unless you say so, conceive that the government would
want to prevent the court considering the question.

Kindly advise and oblige,

Yours truly,
TAYLOR & TAYLOR.

In reply to that letter he received this letter:—
GOVERNMENT OF THE PROVINCE OF ALBERTA
DEPARTMENT OF THE ATTORNEY (GENERAL
EpmoNToN, ALBERTA, May 20th, 1937,
Attention W. P. TavLor, Esq., K.C,,

Re: Interest on Provincial Securities—F. A. Kilbourn estate.
Dear Sir—In the absence of the Clerk of the Executive Counecil T
have been requested to reply to your letter of the 15th instant.
The request for fiat contained in your communication was referred
to the Executive Council and I am directed to~advise you that the Council
has decided that the fiat cannot be granted in this case.

Yours truly,
(signed) H. J. WILSON,
- Assistant Deputy Attorney General.
Messrs. TAYLOR AND TAYLOR,
Barrister, etc.,
277A Eighth Avenue West,
Calgary, Alberta.
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The Wirness: What was the date of that again?
Mr. Ross: That was May 20th, 1937.
Then Mr. Taylor in his letter written to me says:—

Subsequently in the month of August 1937 you will remember there
was some controversy between the provineial government and the federal
government with regard to banking legislation which had been passed, and
the newspapers quoted a telegram which had been sent by the Honourable
Mr. Aberhart to Right Honourable Mackenzie King, and in that telegram
Mr. Aberhart was quoted as assuring Mr. King that the policy of the
provincial government was then and at all times would be to grant fiats
to any individual or institution genuinely and openly seeking redress for
any injustice.

Having read the newspaper report, I naturally assumed that the
government would now grant me a fiat which previously they had definitely
refuted to grant.

So he wrote another letter which reads as follows:—

August 19, 1937.

The Honourable the ATTORNEY GENERAL,
Edmonton, Alberta.

DEeAr Sir,—
Re: Estate of Frederick Aubrey Kilbourn, deceased.

A short time ago we wrote you on behalf of the executors of this
estate requesting a fiat to enable us to bring action to recover the agreed
rate of interest on Alberta provincial bonds held by the executors to which
we had a reply refusing the fiat without giving us any reason for your
refusal.

We are assuming now that the government has changed its policy
in this regard. We make this assumption from the wording of paragraph
ten of The Honourable Mr. Aberhart’s telegram of the 16th of August
lfnﬁcant to the Prime Minister of Canada, which paragraph ten reads as

ollows:—

Now and at all times rest assured that it is the policy of our
government to grant fiats to any individual or institution genuinely
and openly seeking redress for any injustices.

We represent in this request individuals “genuinely and openly seeking
redress” for an injustice. ‘

Of course, if you grant the fiat as we expect you to now, the court
will determine whether or not there is an injustice and we may say in
this connection that our clients are financially able to pay costs if it
should be determined in the proposed action that we are wrong in our
opinion that there is an injustice.

Yours truly,
Per:  W. P. TAYLOR,
TayLor aND TAYLOR.

[Hon. Solon E. Low.]
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The reply to that is as follows:—

GOVERNMENT OF THE PROVINCE OF ALBERTA

DEPARTMENT OF THE ATTORNEY (GENERAL

EpmonToN, August 25th, 1937.
DEAR Sirs,—

Re: Estate of Frederick Aubrey Kilbourn, deceased.

Your letter of the 19th instant addressed to the Honourable the
Attorney General has been referred to me for reply.

I am directed to advise you that the Executive Council has not
altered the decision previously made, and that no fiat will be granted
in this case.

Yours truly,

(Signed) H. J. WILSON,

Assistant Deputy Attorney General.
Messrs. TAYLOR & TAYLOR.
Barristers, ete.,
277A 8th Ave. W,
Calgary, Alta.

By Mr. Thorson:

Q. There is one question relating to savings certificates.—A. Yes.

Q. Were any savings certificates paid for after July 28th?—A. You mean,
July of 1935?

Q. Yes.—A. Between that time and the time the new government took
office I believe the only amounts that were paid at all were those that were
redeemed for taxes.

Q. Well then, that is an admission that there were payments made after
July 28th, 1935?—A. You see, there would have to be some slack there
because municipalities and others had already accepted these certificates in
payment of taxes and they would have to be accepted by the government.

Q. I understood from you the other day that no further payments from
this account had been made.—A. I said that.

Q. That there was a suspension of payments with effect as of the 28th
of July, 1935?7—A. That is right. ‘

Q. Now I understand from you that some payments were made after
the 28th of July?—A. Please keep in mind that if a municipality in the
interim had received them for taxes, or prior to the 28th, we would have
to accept them. ‘

Q. Then they were not suspended?—A. Yes, to all practical purposes;
suspended for the general public, yes.

Q. They were not completely suspended on the 28th of July, 19357—
A. Yes, except, as I said for those that had been accepted by municipalities
which we were in duty bound to protect.

Q. T did not understand that the other day.—A. Not require cash to pay.
Those that had been accepted by the municipalities. There would be a taper-
ing off.

& Q. I did not understand there was any tapering off; I understood there
was not a flat suspension of payments?—A. There was not as far as the public
was concerned. '

Mr. BercoviTcH: A suspension in cash.

The WiTNEss: Yes.

The CuamrMaN: Gentlemen, shall we adjourn to the call of the chair?
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By Mr. Thorson:

Q. There is one other question relating to Mr. Varcoe's statement that I
should like to ask.

Is this bank going to operate only in the province of Alberta, or will it
operate all over Canada?—A. Well, it is the intention of the government to
operate the bank entirely within the province of Alberta.

Mr. Kinrtey: The bill does not say so.

The Wirness: No, the bill does not say so.

By Mr. Thorson:

Q. The province has taken power to operate this bank elsewhere. There is
the question which I just put on the record, and perhaps the attention of
Mr. Varcoe will be directed to it, that that would enlarge the provineial powers
to a certain extent and enable the province to operate outside of its own
boundaries. Now, is it competent for the dominion parliament to pass legis-
lation that will enlarge the operative powers of the province beyond its own
boundaries? I would like that question to appear on the record, and perhaps
someone will direct Mr. Varcoe’s attention to it so that he will give an expres-
sion of opinion on it.

The CuAalRMAN: Mr. Tompkins will attend to it.

The Wirness: I wanted to make one point clear. My evidence in connection
with the fiats was based upon this information from the attorney general’s
department which I have here and which I attempted to enter before. I have
this wire addressed to me from William Aberhart as follows:—

No fiat re debt or interest on debt has been refused.
That is all that I can say because I am not the attorney general and I do not
deal with the attorney general’s matters. That was my information.

Mr. Kincey: Evidently you were wrong.

Mr. Ross: Who is that signed by?

The WirNess: Signed by the premier.

Mr. TrorsoN: Who is the attorney general?

The Wirness: Mr. Aberhart.

Mr. TrorsoN: The premier is the attorney general.

The Wirness: Yes. Now, one point in connection with the suggestion that
I showed contempt of the privy council. I just want to make this one thing clear
and we can adjourn so far as I am personally concerned. The action that has
been referred to by Mr. Ross was taken by the Independent Order of Foresters
against the Lethbridge Northern Irrigation District and the province was
interested because of the fact that it had guaranteed their debentures. Now,
when the matter went before the privy council, after having been passed through
the various stages of the Supreme Court of Alberta and the Supreme Court of
Canada, the privy council did give a judgment against the Lethbridge Northern
Irrigation District. They also included in their judgment that in their opinion
the Interest Reduction Act passed by the Province of Alberta was ultra vires.
Now, then, there was no judgment given against the province of Alberta. They
did assess costs of the action against Lethbridge Northern Irrigation District
which costs were immediately paid by the Lethbridge Northern Irrigation Dis-
trict at our advice, the government’s advice. Now, when the announcement was
made, naturally the press and the people all over Canada were anxious to know
what effect that would have upon our policy; whether we would continue -the
reduced interest rate, or revert to the original rate of interest. It came Jus
before the election. 1 was asked on that morning—I think you said the 5t

[Hon. Solon E. Low.]
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of March, was it not—by not only the papers of the city of Edmonton but papers
in Toronto and other cities, to make a statement on behalf of the government,
which I did, and in that I indicated that this decision could hardly make any
difference whatever to the policy because we were then paying to the limit of
our ability to pay, and we proposed to continue to pay to the limit of our
ability to pay. That was not contempt; it was a straight statement of fact, and
I submit, Mr. Chairman, that had the judgment been handed down against the
province of Alberta for that interest that certainly I would have thought quite
a long time before making a statement like that; because I am sure it might have
been contempt. But under these circumstances I submit there certainly was
no contempt and no thought of it. I hold the institutions of Britain in the
highest esteem and I do not propose here or anywhere else to run them down.
The Cuamman: We shall adjourn to the call of the chair.

Mr. Jaques: May I make a correction in the record? I could not make it
yesterday because the copy of the evidence was not in our hands. I refer to
No. 5, on the date of July 23. At page 122 I am quoted as saying: “Mr. Jaques:
Do the banks not control politics?” Now, I meant “policies.”

~ The Cuamman: Oh, “policies.”

Mr. Jaques: I make that clear further on because I say: “I will put this on
the record, that those who hold ideas of monetary reform most certainly are dis-
criminated against; and every business man knows that.” I meant “policies”
not “politics.”

The committee adjourned at 1.15 p.m. to meet at the call of the chair.
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MINUTES OF PROCEEDINGS

Fripay, July 26, 1940.

The Standing Committee on Banking and Commerce met at 11.30 a.m.,
the Chairman, Mr. Moore, presiding.

Members present: Messrs. Black (Cumberland), Blackmore, Blair, Cleaver,
Donnelly, Dubuc, Fontaine, Graham, Gray, Hill, Jaques, Kinley, Laflamme,
Macdonald (Halifax), Macmillan, McNevin, Marier, Mayhew, Moore, Thorson,
Ross (Calgary East), Tucker.

In attendance: Hon. Solon E. Low, Provincial Treasurer, Province of
Alberta, Mr. C. S. Tompkins, Inspector-General of Banks, Department of
Finance, and Mr. J. C. Osborne, representing Mr. D. K. MacTavish, Counsel for
the Government of Alberta.

As requested by the Committee at a previous sitting, Mr. Low made a
statement on the experience of the Alberta Government in connection with
farm loan associations, cooperative credit, rural credit societies and other similar
associations, and was questioned thereon.

Mr. Tompkins was also briefly questioned on the experience of Manitoba
and Saskatchewan with respect to similar associations.

In reply to a request by Mr. Cleaver, Mr. Low made a statement on Social
Credit, and was further examined.

At 1.20 p.m., the Committee adjourned to the call of the Chair.

R. ARSENAULT,
Clerk of the Commattee.
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MINUTES OF EVIDENCE

House or Commons, Room 277,

July 26, 1940

The Standing Committee on Banking and Commerce met at 11 am. The
Chairman, Mr. W. H. Moore, presided.

Hon. Mr. Solon Low, Provincial Treasurer, Province of Alberta, recalled.

The CuARMAN: Gentlemen, I am told that-we now have a quorum.

Mr. KinLey: Mr. Chairman, we have been coming to this committee now
for some days. I do not know what you have in mind as to your procedure,
but the inspector of banks has been here listening to the discussions. He is a
man with technical knowledge and is an expert on banking. Some of us may
not be able to be here again, and I, for one, should like to hear his statement,
if he has one to make, at this session, so that we would have it when it comes
up in the house, if it is going to come up in the house.

The CuamrMAN: I think the matter can be arranged. However, Mr. Low
has said that he desires to leave for Edmonton to-night, if possible; and T think
we should give him as much time as he requires to complete his statement,
particularly in view of certain questions that have been asked at previous
sessions to which he desires to make his reply.

Mr. Kincey: I hope he can made his statement without getting into that
cross-fire discussion which takes up so much time.

The Wirness: That would be fine.

The CrAIRMAN: Of course, it takes two to make a bargain.

Mr. GragaMm: Mr. Chairman, there were two items on the evidence already
submitted that T wish to ask two very brief questions on. Perhaps Mr. Low
could deal with them. Would it be all right for me to ask those now?

The CHAIRMAN: I think so.

The WiTnEss: Yes.

By Mr. Graham: .

Q. Mr. Low, you will recall my asking you—I think at the first sitting of
this committee—if the government of the province of Alberta intended that the
bank should loan money to the government. You recall that?—A. Yes.

Q. You indicated 1t was not the intention?—A. Yes. k

Q. I notice that is at variance with section 3 of the bill that is before wus,
because that section particularly specifies that the lieutenant-governor in
council shall determine the amount that may be loaned by the bank to the
province of Alberta. Surely the drafters of that bill must have had that in
mind. Would you not agree with that?—A. Well, it is probable that when
the drafters of the bill were busy getting this ready, they wanted to make it
as broad as it was possible to make it; undoubtedly that was their aim. I
know, however, from the discussions thaj: _have taken place in the executive
council in the province of Alberta that their intention certainly was not to make
use of the bank for making loans to the government. We realize that that
would be rather—

Q. Dangerous?—A. Yes, dangerous.
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Q. The inference is so plain in section 3 that one could hardly escape it,
namely, that one of the intentions of the drafters of the bill was to provide for
loans to the government—A. It is like almost every other bill; it goes far
beyond what they expect to practice.

Q. T agree with you generally. However, the committee will have to draw
its own inferences from that section.—A. Surely.

Q. The other question which T should like to ask, with the committee’s
permission, is this. I have in mind that next year will be the year for the
revision of the Bank Act, will it not?

The CrAIRMAN: No.

Mr. Gragam: What year is that?

Mr. Tomprins: 1944.

By Mr. Graham:

Q. There was one statement you made which, of course, raises an important
question, generally speaking; that is to say, as to whether Canadian banks are
or are not properly performing the functions that are expected of them under
the provisions of the Bank Act. You will recall you quoted the specific case
of a dairy man?—A. Yes.

Q. I think it is on page 6 or page 8 of the evidence—A. Yes.

Q. Who, in your opinion, was an outstanding case of a man in a liquid
position—of good character, I presume—and who was refused proper credit?
Would you agree either to put on the records of the committee or give to the
chairman in confidence the specific name of the individual and the time at which
that application for a loan was made to a bank, whose name you could also
either put on the record or give to the chairman?—A. Well, Mr. Chairman, 1
would not care to give his name to the committee until at least I have had a
chance to ask his permission to do so.

Q. I see—A. Now, Mr. Chairman, the night before last I did give to Mr.
Tompkins, as inspector general of the banks, another specific instance, with
name and time—not by way of complaint but by way of illustration of the
point that I was making. I am prepared to follow that one through with him
in order to establish my point.

Q. The only trouble is that you, like myself, will know that you could
get a great number of people who vaguely suggest that the banks will not
loan?—A. Yes.

Q. You have given the specific case of an individual whom you designated
as a dairy farmer, I think you said?—A. Yes.

Q. And it lacks weight unless we have those particulars.—A. True. As
I told you, of course, at the time, Mr. Chairman—and made it quite clear, I
thought—so far as the evidence that he gave me was concerned, it appeared
that they had restricted him. But this other one I should not like to bring
in, because it comes pretty close to home. I gave it, however, to Mr. Tompkins,
and he advised me as to the best way to handle it. I am sure of this one—
I am positively sure—but I was not using it as an illustration before the
committee.

Q. Perhaps you might ask for that permission at your pleasure?—A. I
will; and if he does not mind, T would not mind doing so.

Mr. Trorson: Does anything turn on it?

; Mr. Graram: Yes, a very important matter turns on it. Sooner or later

this committee will likely have the duty of revising the Bank Act. We should
like to know the specific cases that he mentioned where the banks are not
performing their duties.

Mr. Tuorson: Well, yes, when that comes up.

Mr. Gramam: But these are specific cases which we have an opportunity
of getting. However, we will let it rest there.

[Hon. Solon E. Low.]
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The Wirness: In that connection, T might say that an important point
is this. T wanted to throw this out definitely to the committee at the time—
and I believe I did mention it somewhere in the evidence: the banks as now
constituted dare not make loans for productive purposes in branches of pro-
duction where there are now large surpluses which apparently cannot be
purchased. They dare not.

By Mr. Thorson: .

Q. You mean surpluses which cannot be sold?—A. Yes, that is right;
which cannot be sold or cannot be purchased.

By Mr. Graham:

Q. They may make them, but you mean they cannot safely make them?
—A. Well, they dare not make them.

Q. Why?—A. Because as they are now constituted they have to make
earnings or profits to pay shareholders and so on. Their shareholders hold
them responsible.

Q. But they have the power?—A. Well, perhaps they do. There is
another thing I do want to point out in fairness to the banks and everyone
else concerned. We know that an isolated manager, or even a fairly large
number of managers may use their own judgment to the detriment of some-
one who requires credit and who is a good risk. That is often the case, and
many cases have been checked up by the head offices of the banks. We
know that is possible, and I think I have never heard of one single case yet
of such a nature that has been reported to the head office of the bank which
has not been checked up properly. I must say that in fairness.

The CrHamMAN: Will you now proceed with your statement, Mr. Low?

The Wrrness: Yes. I think it was Mr. Thorson who, the other day,
brought up the question of the experience of the Alberta government in con-
nection with the loaning of moneys. He asked especially for information

‘on the co-operative credit societies and things of that sort. I should like to

supply that information to the committee.

By Mr. Thorson:

Q. And farm loan associations, rural credit societies and the like. —
A. Yes. That is fine. In the province of Alberta we have two particular types
of associations to which I should like to refer—and two only, so far as I
can ascertain through carefully studying the whole set-up.. The one is that of
co-operative rural credit societies and the other feeder associations. Those
are the only two of that type that we have. The co-operative credit societies
were set up, I think, in 1920, although the actual year is not quite clear
in my mind. However, it was about that year. They were set up by act
of the legislature. This act provided for the setting up of co-operative credit
societies in various centres all over the province. They were to be composed
of not less than 15 members. These societies were empowered to borrow from
the banks certain sums, guaranteed by the proyince. During the period from
approximately 1920, when they were set up, until 1931, a great many individual
societies were organized, which functioned in the province in the matter of
obtaining for their members medium and short term credits on various bases.
Those credits were used to finance the farming operations of the members of
the societies. They were carried on under the supervision of a supervisor of
co-operative credits who was attached to the treasury of the province of
Alberta. All the loans were guaranteed, as I said, by the province and
security was taken on the chattels of the farmers to whom the credits were
given. The society itself was a sort of bulwark, as it were; that is, they
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were made responsible for the granting of the loans to the members of the
society, because they were closer to them; and they were responsible, more
or less, for the collections—putting pressure upon them for collection. By
1931 it was found that the individual societies, in a large measure, had failed
to put sufficient pressure upon their people or had advanced too much money

iﬁ 1t}Ese people, and therefore were in a bad position. In order to correct
a

By Mr. Thorson:

Q. How bad was the rural credit position? That is really rural eredit?—
A. Yes. It was a co-operative organization.

Q. How bad was the position?—A. They had liabilities of well over a
million dollars at that time which they could not collect, apparently. In 1931,
then, as a means of trying to better the situation, the old Co-operative Credit
Act of 1920 was repealed, and a new act called the Alberta Co-operative Rural
Credit Society Act was put through, a copy of which I have here. Since that
time two or three amendments, some of rather inconsequential importance, were
put through. The big change that was made in that year was one providing
for the setting up of a central co-operative credit corporation which would have
membership composed of all the co-operative societies of the province. It pro-
vided for a capital structure supplied jointly by these associations to the amount
of $2,250 each; and, of course, they were to get the subscriptions from the
members equally by selling shares to them, and the government was to put up
50 per cent of the capital structure of the corporation.

They were to set up a reserve fund, according to the Act, an adequate fund
to take care of any possible losses under the set-up of the corporation.

They began to improve somewhat until about 1936, and here was the posi-
tion. I am giving you the last three years in order to indicate the improved
position and how they are being carried on at the present time.

By 1936 the balance outstanding under the old Act and the new, of 1931,
was $1,574,625.12, of loans guaranteed by the government which we were liable
to have to implement.

In that year, however, a new policy was introduced. The supervisor of
cooperative credits was made to work more closely with the treasury and its
new program of collections which T have already mentioned. In that year loans
were granted and supervised by this supervisor of co-operative credits, Mr.
Hawkins, totalling $83,408.54 to approximately thirty-seven or thirty-eight
societies scattered throughout the province.

They received in payments at the end of that year $145,000 approximately,
which shows that they pushed their collections and got back at the end of the
year more by a considerable amount than they had loaned. That position was
maintained right through to 1939, the last year for which I have figures.

In 1937, $33,060 was loaned, and $99,364 recovered.

In 1938, $39,827.38 was loaned and $121,031 recovered.

In 1939, the last year, the loans totalled $80,264.85 and $87,521.30 was
recovered.

The position of the credit societies of the corporation itself has come to the
point where we are not recovering, as I pointed out, more each year than we
are loaning, and we are liquidating a number of the societies that have ask
for liquidation and have become inactive. But it looks now, Mr. Chairman, 88
if, when we have the whole thing wound up, the province will stand to lose some-
thing between $600,000 and $800,000 on the old loans.

I must point out that during the past few years, since the policy has been
seriously pushed to see that collections are made promptly, the position has
improved; and it certainly is assisting a large number of farmers to financé
their production who otherwise perhaps could not do so.

[Hon. Solon E. Low.]
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Q. Have there been any write-offs in Alberta by way of commissions
established for that purpose?—A. Yes; as a matter of fact, a great number.
I will not say a great number, but I will say a fairly large number of these
accounts have been taken before the Farmers’ Creditors Arrangement Board,
and they have been quite free, Mr. Chairman, to slash this sort of debt.

We have protested, Mr. Chairman, on several oceasions to the commissioners
and have shown reason why these should not be put in a secondary position to
other secured loans, and they have given us a little better deal these last
few months.

Q. I suppose a good many of the chattel mortgage securities have reallly
disappeared?—A. Yes, they have. As these chattel mortgage securities dis-
appeared or became more and more valueless as the days went on, we tried
to transfer our security to land itself.

Q. T suppose you have made compositions with the— —A. Oh, yes, we are
making those every few days, as a matter of fact. A man who borrowed from
- his society a large sum of money, we will say, back in those rather opulent days
in 1928 and 1929, and comes to us with an honest, straightforward story and
shows us what he is capable of doing, we certainly would help him by reducing
his indebtedness and accepting whatever he is able to offer.

Q. Are you including in your loss of some $600,000 to $800,000 these com-
positions that were made from time to time?—A. That is right, because we
must keep this in mind, that when the loans were made at the bank by the
society itself we had to guarantee them, and whenever a composition is arranged
with any creditors we have to implement his loan immediately to the bank.

Q. So that you are discharging your guarantees year by year?—A. That is
- right.

Q. And those are losses?—A. That is right.

Q. And the total of those losses— —A. Will be somewhere between—

Q. $600,000 and $800,0007—A. Yes.

Q. Have there been any write-offs by provincial commissions apart from
the write-offs that have resulted from hearings before the Farmers’ Creditors
Arrangement Boards of Review?—A. No, except the composition of the debt in
individual cases. ]

Q. In individual compositions?—A. That is right.

By Mr. Graham:

Q. Mr. MacTavish indicated to the committee that you would be willing
to have the directors changed from the members of the government to other
individuals?—A. That is right.

Q. As a corollary to that, would you be willing then to take out of the
bill the sections that exempt the application of other sections of the Bank Act?—
A. I do not quite follow the last part of your statement.

Q. As it stands, of course, you have asked for these exemptions because
it is a government bank ?—A. Yes.

Q. That is correct?>—A. That is right. LAt

Q. But if you were putting in merely individuals as directors, then it
would be the ordinary type of bank?—A. Hardly, be_ca-use even with a board of
directors appointed by the Lieutenant Governor in Council outside of the
present executive council members surely the shares would have to be vested
In the provincial treasury still. '

Q. I see your point. You would mean the directors to be a board of
trustees, as it were, for the government?—A. That is right.

By Mr. Thorson:

Q. I take it that Mr. MacTavish made the point that it was quite in
order to eliminate the specified sections of the Bank Act from this particular
bill in view of the fact that this was to be a publicly-owned bank?—A. That is
right.
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Q. With public ownership in the name of the province?—A. That is true.
May I continue with the statement which I was making?
Mr. THOrsON: Yes,

The Wirness: In addition to the ordinary co-operative credit societies, we
introduced by this same bill of 1931 what are known as sugar beet societies.
There were only two of these organizations, the Sugar City and the Taber
Societies. Each year loans have been made guaranteed by the province and
supervised by the supervisor of a co-operative credits attached to the treasury,
and this proved to be rather a happy experience. In every single year since
they were organized we have been able to bring about full collections of all the
advances-made during the year. This statement which I now present to you
takes in the last three years, the same as it did in the case of the co-operative
credit societies. The loans made to these sugar beet societies were as follows:—

In 1936 the loans granted totalled $59,010.29. Payments received amounted
to $59,731.63.

In 1937 the loans granted totalled $56,795.72. All were collected with
interest at the end of the season.

In 1938 loans granted totalled $61,468.20, and all were collected at the end
of the season.

In 1939 the loans granted totalled $63,612.04. All were collected at the end
of the season.

It has been managed very well and now seems to be on pretty even keel.

By Mr. Graham:

Q. What rate of interest do you charge on those loans?—A. The banks set
the rate of interest at 7 per cent originally. We have been negotiating with
them constantly, and I think just recently they reduced the rate of interest to
6 per cent.

Q. To 6 per cent?—A. Yes. We must not forget, of course, that these
were guaranteed loans, but they had to be managed by the co-operative credit
corporation and the supervisor in close association with the treasury of the
province, just the same as if they had been loans of public moneys. The banks,
of course, made the loans and set the conditions.

By Mr. Thorson:

Q. Have you had anything in the nature of provincial mortgage loans?—
A. No, we have not yet.

Q. Alberta did not start them?—A. No; we had not anything of that kind.

Q. Some of the other western provinces did?—A. Yes, some of the other
western provinces did.

Q. Manitoba, for instance?—A. Yes. We did introduce, during the life of
this present administration, the Feeder Associations Act. As a matter of fact,
in 1937, I had the responsibility of putting through that Act providing for
government guaranteed loans to feeder associations in the province. The Aet
was so arranged that the moneys were borrowed by the associations for farmers
who had, we will say, an abundance of feed, but who had not the working
capital to buy stock to use up this feed. It was obviously a good move to place
in their hands in some manner stock that could use it up. Through this process
the stock could be fattened and put on the market in a finished condition.
Alberta had for many years a large quantity of stock that was not finished,
and, for that reason, there was not a stable market for it or a stable demand-
We felt that it would be wise to stabilize that demand and give them a constant
supply of that finished type of beef.

We arranged, then, that loans might be made by the banks to these
associations, the loans to be guaranteed by the province, and the amount was t0

be limited to not more than $100,000 fo each feeder association. Then the
[Hon. Solon E. Low.]
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association apportioned them out among their own members as they required
them and as they had feed to supply the need. We did not supply money at all
through this method for the purchase of feed, it was for the purchase of cattle.
It was predicted on the belief that each of the members of the society had his
own feed. That has been a happy experienc as well.

We have very carefully supervised that through the Department of Agri-
culture and the treasury, and since the formation of these societies every single
loan has been repaid to the bank with interest. The government has not yet
had to implement one dollar. And I just received information this morning
that last year we guaranteed these loans for feeder uses to a total of $735,684
during the past season. In that time 15,390 cattle and 20,594 sheep were handled
by the association. The full amount of the loans, with the exception of two
small loans, had been paid up by the end of June which is the cut off date, and
we are advised by the bank that the amount outstanding had been adjusted by
the bank and that they had full expectation of collecting them. They were
simply two small lots of cattle that were not ready for marketing at the time
of the cut off date and an extension of time to accommodate the circumstances
was made.

Mr. Gragam: Years ago the Canadian chartered banks did likewise in
Saskatchewan but they took a terrific trimming when they ran into a year in
which there was no feed and no feed or cattle put on the market.

The WrrNEss: Yes.
Mr. GrazaM: You might get that experience.

The Wirness: Of course, we are watching that most carefully to see that
the amount advanced to each member of the society is strictly limited to his
ability to handle, and we watch to see that he has sufficient feed to take care of
the number of cattle that he buys. We also have organized the purchasing of
these cattle and shipping, particularly of lambs that are to be fattened, by having
supervisors of these associations appointed by the government, and the super-
visor tries to eliminate as far as possible competition in the buying; because
where we have a number of associations all over the province, twelve or fifteen,
each bidding to get these cattle, up go prices; so we are trying to eliminate
that by having purchases made pretty much by one supervisor.

Mr. GrRaHAM: Yes.

By My. Ross:

- Q. You say all these loans have been repaid; how have they been repaid in
cash or by renewal notes?—A. Cash, in every case; subject however to this
qualification which I mentioned, the two outstanding loans which are just two
small loans.

Q. What would be the amount of those small loans?—A. They would be for
just a few hundred dollars. .

Q. Just for a few hundred dollars?—A. Yes.

Q. Well, you were speaking of guaranteed loans, you also lend direct in
some cases, do you not?—A. To the feeder association.

Q. No, I am not speaking of feeder associations-but of industries; you make
loans direct?>—A. No, we do not. ;

Q. Nothing at all>—A. I presume you are speaking of the practice under the
treasury branch scheme.

Mr. Tuorson: And the purchase of materials.

The Wrirness: We purchase materials for resale. I might just explain in
this connection that we did succeed in handling_ two feeder associations last
year through the treasury branch set up, by paying for the cattle and placing
them in the hands of the association, holding them responsible for the feeding
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and so on, under careful supervision though, and then when the cattle were sold
we reimbursed the treasury branch the amount of the advances, and the profit
went back to the association less the carrying charges.

By Mr. Thorson:

- Q. That is, you used the treasury offices not only for the promotion of
industry of industrial enterprises but also for live stock?—A. That is right;
and we have recovered the total advances made that way.

By Mr. Ross:

Q. It is through the treasury branches that you do advance money direct?
—A. Not a direct advance of money there, it is a purchase for resale.

Q. You do not advance money direct in any case except through the—
—A. Purchase of goods.

Q. Is that correct?—A. That is correct, sir.

By Mr. Graham:
Q. Incidentally you gave a couple of examples, you will recall, where it
actually did help?—A. Yes. ‘
Q. Where it did help?—A. That is right.
Q. And you had, I suppose, some adverse experiences?—A. Not yet.
Q. Not yet?—A. We have not had one single adverse experience yet.

By Mr. Thorson:

Q. What have been the experiences of the other western provinces in the
lending of money?—A. Well, I am not completely familiar with the experience
of Saskatchewan and Manitoba in that respect. I would not feel competent to
give any description of that here this morning.

Q. You would have a general idea?—A. I think I would rather have some-
one from Sagkatchewan or Manitoba who is familiar with the whole thing give
that, rather than to try to give that myself, but I have a general idea, yes, sir;
but if I start to give my impression of it it will simply be an opinion and I
would not like to do that. Now, is that covered?

Q. That covers it as far as your province is concerned. I wonder whether
Mr. Tompkins has any knowledge of the situation in Manitoba and Saskat-
chewan, and the experience of those two provinces in respect to lending schemes
that may have been initiated from time to time such as the Farm Loan Associa-
tions, the Rural Credit Societies, the sow schemes, the cattle schemes, and
generally the lending of public funds to individual persons?

Mr. Tompkins: The only occasion that I had to give that any close study
was in 1930-1931 when there were hearings before the Banking and Commerce
Committee of the house, the order of reference having to do with interim
credits for agriculture.

Mr. THorsoN: Yes.

Mr. Tomprins: At that time I collected some information from Manitoba,
Alberta, and Ontario, and I believe I secured some information from one or
two of the other provinces and also from the institutions known as the Caisses
Populaires in Quebec. This, of course, is very much out of date now and it
doesn’t include any information concerning the mortgage schemes conducted
for example by Saskatchewan—that is the land mortgage.

Mr. Gramam: You refer to the Saskatchewan Farm Loan Board.
Mr. Tomprins: Exactly.

Mr. TrorsoN: And they have something to do with farm loans.
[Hon. Solon E. Low.]
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Mr. Tompkins: Yes. At that particular time we were endeavouring to
concentrate on the question of short term credits, and at that time the Manitoba
situation was disclosed in a brief way and included the well known fact that
they had sustained substantial losses in connection with that particular scheme,
but, as I say, this information is very much out of date, and when it comes
to attempting to give the committee anything up to date or any up-to-date
figures in connection with the matter I am not in a position to do so. I have a
fairly general knowledge of the experience of some of those provinces, but it is
too sketchy to be of any real value and it would not be quite fair to put it on
the record.

Mr. Taorson: I do appreciate, of course, that it would be general, unless
you had your information up to date, but for what it is worth you could give
us the general experience, not confined perhaps to any one province, but the
general experience in this country regarding the loaning of money by provinces
to individual citizens.

Mr. Tompxins: All I could say would be—and I think I would be within the
mark in saying—that their experience has been an unfavourable one, but beyond
that I simply could not attempt to express an opinion.

Mr. Traorson: I appreciate that you could not give particulars.

Mr. Tompkins: I think that is a perfectly fair and proper statement, but I
would not care to go beyond that.

Mr. TrorsoN: But the general experience has been unfavourable?

Mr. Tompkins: Unfavourable. Certainly in 1931, when the question of
intermediate credits was discussed, Manitoba, which Mr. Thorson has specifically
mentioned, came up, and that was the experience noted. Figures were placed
on the record in connection with that situation and they will be found in the
record of proceedings and evidence of the committee of that year in regard to
the particular reference on intermediate credits for agriculture. I do not imagine
it would be of any particular value to place anything from that record on the
record here.

Mr. Gragam: Obviously, since that would only take into account up until
the end of 1930.

Mr. Tompkins: 1930, yes.

Mr. GragAaM: It would be rather favourable as compared with the present
on account of conditions that have existed.

Mr. Tompxins: It might be so regarded; although, as I say again, Manitoba
had a particularly unfortunate experience in the short term credit scheme.

Mr. TrorsoN: Had the Manitoba commission at that time made its report

_ in which they recommended the writing off of a very large amount?

Mr. Tompxins: I think the proceedings that I mentioned—

Mr. TrorsoN: —refer to the write-offs made by the commission. Perhaps it
is not necessary to go further into that.

The Wrrness (Mr. Low) : Now, Mr. Chairman, the success that has attended
the efforts of the Alberta government, and I suppose of other governments as
well, in connection with the loans under societies of the type that I have men-
tioned since 1935 or 1936, surely is evi-dgnce of what might be accomplished if we
had far greater credit resources at our disposal. They could be managed in much
the same way and with much the same success. We have in our province great
and varied resources; and I want to stress the latter, varied resources; of which
the members of this committee are certainly aware. Now so many more things
could be done by organization, carefully, within the province, in a manner similar
to the organization of these societies. I want to just point out one or two very
Quickly that could be, and which may be as we develop.
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I refer first to the egg situation in the province. You know there were pro-
duced last year in Alberta about 30,000,000 dozen eggs of which about 85 per
cent are consumed within the province; which means that we have to seek a
market outside of Alberta for only gbout 15 per cent and all these eggs we sent in
the form of cracked, frozen, storage and so on to England and other parts of
Canada. The price is fixed in the Montreal market on that 15 per cent but the
market price for the other 85 per cent is pretty well fixed within the province
itself because of the consumption there. Now, during the high production
season from February to about June the great volume of this 30,000,000 dozen
comes flowing in from the rural centres to the urban centres for storage and
they are bought up through the usual channels; the little merchant takes them in
in exchange for goods and so on; they are collected there and graded and stored
and they come into the cities for storage; then during the low production season
they flow back from the urban centres to the rural centres through almost the
same channels and are sold to almost the same people who produced them but
at an enhanced price. The spread last year in Alberta between the producer and
the consumer price was 13 cents a dozen with the result that the producer realized
an average of about 9 cents a dozen for his eggs and the consumer paid an
average of 22 cents a dozen for those same eggs during the low production season.
Now, that obviously is an unfair spread. Surely the producer is entitled to a
larger percentage of the consumer price.

By Mr. McNevin:

Q. Which grade would that be for? Are they sold ungraded?—A. They are
sold graded, they are graded carefully in Alberta under the Act.

Q. That is the average?—A. Oh yes, I had to give averages prices here,
sir, surely. Now, what might be done. The Marketing Act put through by the
present administration provides that the Department of Trade and Industry
can designate the channel through which the marketing of any of these natural
products should be done; must be done. It also provides that producer boards
may be organized and set up for the purpose of orderly marketing of those
natural products.

Q. Those producer boards sit in with dealer boards?—A. With which?

Q. Those producer boards sit in with dealer boards?—A. They may; they
would have to, I suppose, in working out their problems; they do, at any rate
with the supervisors of the various departments of government, particularly
agriculture and trade and industry. It would be quite possible, would it not,
to organize or to assist the producers of eggs in the province to organize as a
producer board; and if they were completely organized it would be quite possible
too, to invoke the second part of the Marketing Act in their favour, designating
the channels through which the marketing of eggs must go, similarly to marketing
legislation, particularly in British Columbia, that was held intra vires of the
province of British Columbia. :

Now, having done that, then it would be possible if the credit resources are
there to assist these producer’s boards to finance the purchase of the eggs in the
high production season and store them until they were needed back in the
country in the low production season in some such manner as this. Perhaps the
treasury branch scheme which is a great cooperative arrangement of the people,
perhaps the surplus of funds on deposit, after providing for a safe reserve to mee
the needs of withdrawals from day to day, could be used to assist the producers
of the eggs to purchase those and store them and market them back to the
consumers in the low production season. 4

Q. Do not the marketing boards that are operating in British Columbi
operate under existing banking facilities?—A. I believe they do.

Q. And operate without any monetary assistance from the province of
British Columbia?—A. T am not sure, of course, just how their internal arrangé

[Hon. Solon E. Low.]
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ments are made; but I want to carry on, at least, to show what can be done.

Q. They operate under their own power through the existing facilities?—A.
As far as I am aware.

Q. Through the existing credit facilities?—A. Yes; but I am now referring
to what could be done by the people themselves through their own set-up.

Q. They did not need any provincial bank, did they?—A. They may use it.
That is all I am pointing out. It could be used at a saving to them. Now, on
the days that the eggs come in through those designated channels the market
price perhaps could be paid to the producers on the basis of the grade and so
on and a participating certificate could be given to them on the basis of the
same quantity and grade and when the year’s work is over and the cut-off
day has been reached and with no carryover—that must be kept in mind, no
carryover into another year—then the profit could easily be distributed back
among the producers according to those participating certificates.

Q. Mr. Low, my suggestion to you is that if you worked out a proper
marketing scheme you could finance that scheme under the existing bank
facilities.—A. Perhaps you could.

Q. You do not need a new provincial bank.—A. Perhaps you could.

Q. The experience of British Columbia proves that.

The CuArMAN: Finance it on its merits.

The Wrrness: That is all probably true.

By Mr. Thorson: .

Q. On the soundness of the marketing scheme?—A. That is all I am
suggesting could be done. The people then would do the financing and the
benefits if any would accrue to the people and not to the bank. That is what
I am trying to point out; and by the method I have outlined the people could
actually help themselves, and not only help themselves by any profit that would
accrue from the financing of this project but they could also return to the
producers of eggs we think as much as five cents a dozen more than the average
price.

Mr. McNwven: I would say, Mr. Low, that in a similar—

The Cmamman: May I explain to Mr. Low that Mr. McNiven is an
expert in co-operative movements in the province of Ontario.

Mr. McNivex: I do not want te proceed under that role at all. In the
province of Ontario in connection with purely farmer-owned co-operative
companies the egg business has been handled co-operatively for a number of
years. The joint stock in that company has been practically all owned by
the farmers. Egg circles were organized and set up in many different parts
of the provinece. The eggs eame into the grading stations which were opened
and operated by this company. Receiving stations were established, and there
was not the slightest difficulty in financing .it in the period in which it was
operated. The company received the eggs and paid an interim payment to:
the producers of the eggs. It took them in and stored them in Toronto for
a period. Then they were resold and the producers were repaid at the close
of the season what was left. The peculiar part of it was that after a number
of years’ experiment nearly all the producers went back on the basis that
they wanted to sell outright. There was never any difficulty in securing adequate
finances to carry on that scheme as far as the banks were concerned.

The Cuamman: You will observe that Mr. MecNiven has justified my
certificate of character.

The Wirness: That is all right. I appreciate that and his information
is surely valuable.

The CramMan: May I ask you if the farmers of Alberta have not learned
how to store any of their eggs in the off season?

.
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The Witness: Well, they know, perhaps, but facilities for storing seem
to be concentrated in the cities.

Mr. TrorsoN: It must be.
The CuamrMaN: We store our eggs.

By Mr. Graham:

Q. You told us your co-operatives are able to get their money from the
bank at seven per cent.—A. That is right.

Q. We all agree that is a pretty high rate with a government guarantee
behind it.—A. Yes.

Q. You point out to us that the last scheme would have the chief purpose
of returning profits to the people—A. That is right.

Q. From the information you have given to this committee I would take
it that you have not been able to operate these treasury branches at seven
per cent.—A. Well, now, that is exactly what I was coming to. This suggestion
that I make would be one way of accomplishing that very thing.

Q. No. This is my point. Take your treasury branches and compare
them with the method that you have set up there of assisting the people. Do
not you agree with me that the record of the results of your treasury branches
show that you would impose on somebody a charge greater than seven per cent?
—A. No, not necessarily.

By Mr. Cleaver:

Q. Have you a statement yet on the operation of the treasury branches?
—A. Not of the individual ones, no.

Q. Have you any general statement?—A. I am waiting for the state-
ment of the operation of the individual ones and the whole set-up. I have
not yet received that. As a matter of fact, it contains considerable information
and would require some time to compile.

Mr. Brackmore: May I just interrupt. What Mr. Low is proceeding
to do and working up to is giving a talk on social credit. Now, we have used
up fifteen minutes of his precious time on this question—a valuable question—
but he is not discussing treasury branches at the moment; he is working up
to the question which Mr. Cleaver asked.

By Mr. Hill:

Q. The success of the treasury branches depends on the gross amount of
business?>—A. That is right. I was only using this as an illustration of what
could be done, using the present credit resources of the people of the province
in a co-operative way; that is all. I did not say that they could not finance it
at the banks, nor did I intimate that.

Mr. GraaM: I am only suggesting to you that that will be the ultimate
result.

The Wirness: Yes, and by using the means such as I have just mentioned
in connection with the marketing of eggs, I pointed out another channel
through which we might move in assisting the treasury branch system to pay
its own way.

By Mr. Graham:

Q. I agree that as the scheme expands the cost is lessened per unit bub
from 1938 to 1940 I would suggest the information that this committee has
received is that you are proceeding on a more costly method of achieving the
purpose than the use of the bank even at seven per cent.—A. I would not admit
that at all until such time as we are—

[Hon. Solon E. Low.]



BANKING AND COMMERCE 207

Mr. TaorsoN: With due deference to what Mr. Blackmore has said I think
it would be more pertinent to a discussion of the present bill if we directed
attention to the desirability of setting up another provincial institution for
short term credit in view of the fact that the general experience of Canada has
been unfavourable in the operation of provincial stort term credit experiments.
Would it be desirable to start upon another large scale venture of provincial
short term credits, in view of the general unfavourable experience that this
country has had of provincial short term credits?

The Wirness: Well, now, Mr. Chairman—

Mr. TrorsoN: I really think that is perhaps quite pertinent, and I appre-
ciate Mr. Blackmore’s desire that you could give us a lecture on social eredit.

The Wirness: Just in that connection I would like to say this—

Mr. Tuaorson: I do not mean that offensively. I think it is more pertinent
to explore that question. :

The Wrrness: I do not want to take the time of the committee on anything
that they do not want to hear; I want to serve you in any way I can while I am
here; but I did prepare in answer to the questions that Mr. Cleaver asked a
short illustration and it is an illustration of exactly what social credit is, and I
am prepared to give that if you will allow me the time.

Mr. THorsoN: Perhaps we had better have it, in view of the fact you have
prepared it.

The CrHAIRMAN: It is the wish of the committee that you make that state-
ment.

The Wrrness: Now, in order to be able to do that and to get a compre-
hensive picture before the committee I will just rush through as fast as I pos-
sibly can so not to waste any time. I should like to carry through the illustra-
tion without too many interruptions so that we may follow it.

Mr. Hiun: Without any interruption.

The Wirness: Any questions you ask I shall be happy to try to answer.
I may not be able to answer every one of them but I shall try my best. I should
like to commence with a number of references to the story of the Guernsey
island experiment. That little book (holding it up) is available in the library
here. It was written by J. Theodore Harris and is called “An Example of
Communal Currency.” The Guernsey island people were quite few in number,
comparatively speaking, only 32,000, and they lived in a country that did not
have a great variety of resources such as we might have in one of the provinces
of Canada. They were not wealthy people, comparatively speaking. Each
one of you may examine the record for himself and make up his mind on the
whole thing after the book is read. I shall repeat the name of the book again.
It is “An Example of Communal Currency,” by J. Theodore Harris. It is to
be found in alcove A of the library. It was published in 1911. The book ‘was
published after a careful examination of -th_e a;chives of t‘hg government, of
Guernsey island. The book does not try to justify, nor does it try to reason;
it simply gives the straightforward facts of the case as taken from the archives.
After the Napoleonic wars these people came to a point in their history where they
required a new market house where the people could ga_t};er angi carry on their
marketing. When they examined into the cost of providing this market house
they found that there were three sources from which they could obtain the
money. It happens that the three sources which they discovered were exactly
the three sources which were mentioned by Mr. Towers when he testified before
the committee on banking and commerce in 1939; that is, the government could
have obtained the money through taxes or through borrowing or they could
have created it. They had the power to create it. If they had followed the
first means, quite obviously it would have destroyed or would have decreased
the amount of purchasing power which the people had and they wanted to get

72862
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away from that. If they had followed the second method, that of borrowing, it
would have increased their debt and, naturally, the amount of interest which
they had to pay on it; and they did not want that. So the third alternative of
creating money presented itself.

After a good deal of careful consideration the government of the island
decided to ereate—print—three thousand one-pound notes for the purpose of
building the market house. With respect to this third method, as I said, there
was considerable discussion, considerable cogitation and study. Finally, Daniel
De Lisle Brock, who was the leader of the group favouring the creation of the
bills, came forward and argued the thing out pretty clearly before his colleagues.
He contended that to create this money would not cause inflation. Doubtless
he had discovered a certain truth, which has since been discovered and expounded
by a great number of different economists; but he doubtless urged that inflation
is a rise in price which results from a relative scarcity of goods. In so contend-
ing, he doubtless had discovered the truth which was later expounded quite well
by the Right Hon. Reginald McKenna early in 1940. I refqr particularly, Mr.
Chairman, to the Supplement to Bank of Montreal Business Summary of
February, 1940, in which the Right Hon. Reginald McKenna says this about
inflation:—

Inflation, if it comes, will be due to the growth of consumption, civil
and military together, beyond our capacity to produce. The military
demand must be satisfied, and in the long run, if no other means can be
found to bring the total demand for goods within the limit of production,
inflation, with its accompaniment of rising prices, sets in as an automatic
check on civilian consumption.

The same truth was expressed in this very House of Commons by my colleague,
Mr. Blackmore, as reported in Hansard, 1939, at page 1661. Mr. Blackmore

states this:—

The minute you get more money in circulation, let me repeat, than
enough to do the work of distributing goods and services which are
abroad in a country to be distributed, then you have inflation, and not a
minute before.

Mr. Dunxn~inGg: That is correct.

An eminent authority of the standing of Mr. Dunning certainly would not
agree that that was correct unless it was correct.

Mr. TrorsON: Oh, that was a flash statement.

The WirnEess: Daniel De Lisle Brock, who was the bailiff of the government
of the day in Guernsey, being so well informed, was able to win over his
opponents; of the island legislature—which I might point out, Mr. Chairman,
was a pure democracy—so that they voted to permit the printing of the bills—
three thousand one-pound notés—with which to build the market house.

They appointed at the time a commission of three members, one of whom
later came to be a director in one of the banks organized on the island. They
proceeded then to print the notes and supply the money, creating it under their
prerogative or authority. By 1829 I might point out that there were in circula-
tion in the island of Guernsey 48,000 of these £1 notes or, at least, £48,000 of
state created money. It was later determined by the commissioner, after very
careful study of the affairs of the island, that there could have been created and
circulated £90,000 of this type of money without any disturbing or ill effects.
The question naturally arises: Why were there no ill effects? As I said, in 1816
they had created the three thousand £1 notes for the purpose of building the

market house, and put them into circulation. Why were there no disturbing

[Hon. Solon E. Low.]
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or ill effects? In the first place, to help us to understand and to simplify the
whole matter, I would suggest that we take a £1 note and follow it through.

In the first place, that £1 may have gone to purchase stones from the:
quarries; and there was an abundance of stone on the island of the type that
they wished for building the market house. When the £1 note was used to
purchase the stone, it did not increase the price of stone, because there was
plenty of stone on the island. The workman to whom the £1 note was paid
for getting out the stone very likely took that £1 note and purchased butter with
it. In receiving the £1 note for his wages, it did not help to cause any ill effect
or increase in wages because there happened to be plenty of employable people,
just as there are to-day; there was unemployment, and as long as you have
unemployment you do not cause a rise in wages by simply employing some of
those people. The workman then took the £1 note and perhaps he might have
bought butter. But the purchase of the butter with the £1 note did not cause an
increase in the price of butter, because there was plenty of butter. The merchant
was able to buy butter from the farmers and everybody was happy. The
merchant perhaps may have decided to buy one of those fine Guernsey Island
heifers. There were plenty of Guernsey Island heifers, and therefore the supply
was not limited and the price did not increase. The farmer who sold the heifer
may have decided to buy some grain, but because there was plenty of graim
there was mot an increase in price; and so on add infinitum. That was the
internal situation.

The next thing, of course, would be the external situation, the exchanges,—
going back to the man who received the £1 note in return for getting out the
stone to build the market house. Suppose he wanted to buy a hammer which
was not made on the island. Obviously he would have to go to a merchant who
had hammers, who may have had to buy those hammers in England. Obviously
the merchant who received the £1 note in return for the hammer could not send
the £1 note to England, because that type of currency was not acceptable or
may not have been acceptable in England, just the same as Canadian currenc
may not be acceptable somewhere else, say in Holland. :

By Mr. Graham:

Q. No country ever does accept the currency of another—A. Surely. So
that quite obviously he would have to buy foreign exchange to obtain those
hammers. This foreign exchange simply means that he would buy English
pounds, English currency; but in buying that, it would be exactly the same
process as buying butter or cucumbers or some other product of the island of
Guernsey, of which there was an abundance and trading it to Britain for the
hammer. That is all there would be to that.

By Mr. Dubuc:

Q. With what will he pay; he cannot. use his £1 note?—A. He paid for
the hammer with his £1 note; the merchant had to replace the hammer so he
bought foreign exchange. :

Q. With what did he buy the foreign exchange?—A. The £1 note.

Mr. Grauam: He bought it with goods. You have to buy it with goods.

The WirNess: Well, that is what he did, he bought butter or eggs or anything
else you like, which they had in abundance in Guernsey Island. It was the same
thing as buying butter in the island and t}'adlng it. Now, this butte}', or whatever
he did buy, was traded for the hammer in effect, and the transaction would not
cause inflation within the island nor disturb the exchange, quite obviously
because there was plenty of that type of material.

Now let us assume that England, we will say, would not or could not
accept the butter. Let me say that to-day we are passing through something

 like such & situation in respect to our own wheat surplus. In those days I might
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point out that they were living in an age of scarcity generally and not an age
of great surpluses, such as we have to-day. That is the chief reason why they
did not run up against the sort of problem we confront. We to-day would have
to take copper, zinc or some other of our products that our neighbour nations
would accept, and trade them for imports.

Now, suppose that Guernsey Island had not had enough production of
various things which they thought were essential to the people and their welfare.
Well, the government might have made production loans to bona fide farmers
who had equipment and who were trustworthy. They might have taken some
of the created £1 notes and loaned them to those farmers to assist them in
increasing production. For instance, they might have said, “Here, we lack an
adequate supply of the better type of wool, so we'will take some of our created
money and loan it to these people over here who have plenty of pasture and
help them to obtain a better quality of sheep.” By so doing they would assist
in the increase in production. Naturally, they would have to choose dependable
people, ones who were worthy of credit.

Suppose a farmer may have wanted to feed and finish some of the choice
Guernsey Island stock; the government could have made a production loan of
created money to that farmer for that very purpose and thus could have increased
production and the government would then have the loan paid back, and in
addition the country would benefit by the increased value of the products that
were produced from the sale.

By Mr. Thorson:

Q. How would the creation of this money in Canada, for example, help us
to sell wheat?—A. I will just come to that in a moment, if you do not mind;
that is part of what I have here.

“But what about Social Credit?”, someone will ask. I think that is about
what your question is. What about Social Credit? Well, in describing the
Guernsey experiment thus far I am actually describing Social Credit. I pointed
out yesterday, Mr. Chairman, that a people’s real credit is its ability to deliver
goods and services as, when and where required. ‘

By Mr. Graham:

Q. We are now speaking of the people of Guernsey collectively; were the
people of Guernsey in any different position under that scheme when it was
all wound up and the notes redeemed than if you had proceeded by taxation or
loans?—A. Yes. :

Q. Collectively?—A. Yes, they were. But I wonder if you would mind
leaving that until I have finished with this point?

Mr. THoOrsoN: I wish you would deal with it.

The Wrrness: I just want to quickly finish. The people’s real credit is its
ability to deliver goods and services as, when and where required; that is, its
capacity to produce more goods and services, which simply means its resources
and its industrial and commercial equipment.

By Mr. Thorson.:
Q. Useable goods?—A. Yes. Now, Guernsey Island printed the one pound
note—
By Mr. Tucker:

Q. But you do not take into account their willingness in doing it. You say
it depends on ability to do this and that. Supposing you had a bunch of loafers

as they have, for instance, down in the South Sea Islands; they may have the
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ability to do it but they may not be willing to do it. That definition of it
seems to leave out of account the most vital part of it.—A. Admitted, surely,
on what inducements can be given.

Mr. Brackmore: May I say something, Mr. Chairman?

The CHARMAN: You will delay Mr. Low.

Mr. THorsoN: You are delaying him now.

Mr. Brackmore: No, I just want to say—

Mr. Taorson: Let us get on with this.

The Wirness: I am more than half way through now. Referring again to
the Guernsey islanders, when they printed that £1 note all they did was to
create a credit instrument; that is, a pair of tongs, if you want to look at it
that way, with which to move five dollars’ worth of butter or five dollars’ worth
of any other product that they were producing on the island. Putting it another
way a person might say that they created a paper claim to the five dollars’
worth of butter or the five dollars’ worth of any other products which we might
name. You can put it in still another way: that they converted the five dollars’
worth of butter into money. It might be said that the Guernsey Island govern-
ment represented five dollars’ worth of real wealth by a corresponding five
dollars’ worth of financial wealth or credit; or that they monetized five dollars’
worth of their own real wealth or of their own ecredit.

Now, when Guernsey Island therefore printed the 3,000 £1 notes they
were monetizing their real credit or wealth, the real wealth of their whole
Guernsey Island society. That is, they were using their social credit.

Now, again, when and if the Islanders used that state created debt-free
money to increase production, as I have pointed out, they would be simply
using their social credit; they would be wielding what we call a monetary
technique. Having plenty of production, we will say, having come to that
point where there was plenty of production, the government’s next task, it seems
to me, would be to obtain price parity. One of Canada’s most pressing problems
to-day, Mr. Chairman, as I pointed out, is that very problem. If Guernsey
Island had to arrange a fair price on wheat, such as we strive for to-day, they
would create new money to bonus the price; they might even buy the wheat
themselves at a fair price. Similarly they could provide fair prices for all their
primary products. Now consider fair prices for consumers.

Suppose that in the island of Guernsey a suit of clothes was selling for $25.

Mr. CLeaver: May I interrupt just a moment?

Some hon. MEmBERS: No.

Mr. Creaver: I just want to say that if it is, Mr. Low’s contention that
the Guernsey island experiment is the same as the social credit system in Alberta,
I am quite content to listen to it. But I think every member of the committee
is fairly familiar with the Guernsey experiment, and if the social credit experi-
ment in Alberta is just that, why can’t we simply say so and leave it at that?

The Wirness: Might I be permitted to complete my statement?

Some hon. MemsBERs: Let him go on.

Mr. Creaver: This is my right and the reasen I am getting up now is
that I did not ask for this; I simply asked for a brief exposition by the Provin-
cial Treasurer of Alberta of the Alberta Social Credit theory. Now, in place
of that what have I had?

The Wirness: I am nearly finished; and I may say, Mr. Chairman, that
I am using the Island experiment as an illustration of the various principles
involved in Social Credit, and it will not take me long to complete my exposition.
" Mr. Creaver: 1 wonder if it would be asking too much if you would just
tell us what the Social Credit theory is and don’t attempt to prove whether
it is right or wrong. Leave that for us of the committee to decide.
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The Wirxess: I am doing just that very thing. I am trying to show you
how it is working out to-day.

Mr. Creaver: Briefly then. :

The Wrirness: Suppose again that a suit of clothes in the hands of a

merchant of Guernsey island was selling at $25 and that the government felt

that the price of that suit should be lowered to bring about price parity. Is
there any reason why they should not take one of those £1 notes that they had
created and put that into the price of the suit so as to lower the cost of it to
the consumer?

By Mr. Kinley: .

Q. You are assuming that they manufacture the suit on the island?—
A. Not necessarily.

Mr. Trorson: Let us hear the explanation.

The Wirness: Now, this process of the bonusing of the consumer by the
£1 note paid'in your price of the suit is similar to, it resembles the compensating
discount of Social Credit. That is similar to the bonusing they are doing
now in the province of Alberta to-day through the treasury branch set up.
Now, the two devices of bonusing the consumer through that method or the
compensating price discount and the bonusing of production such as I have
mentioned to obtain price parity; those two devices used together would
produce price parity for all the people in the island. And I submit, Mr.
Chairman, that that certainly is a sound economic structure.

Now then, we come to the next one, and this is the one which T believe
Mr. Cleaver is anxious for me to get to; and that is, the dividends. This
comes into the picture in the matter of financing consumption, like the bonus-
ing of consumption in Alberta, through the treasury branch set-up. Suppose
the Guernsey Island government wanted to give a £1 note to a widow or to a
returned soldier as a bonus, or to anyone else on the island. This may be
done without in any way upsetting the whole structure, the price structure or
anything else. It could be done, and it would at once set in motion a long
chain of transfer transactions that would result in goods being sold that
otherwise might not be sold.

By Mr. Kinley:

Q. Do you mean to say that you could give this man something of value
that somebody did not-have to pay for?—A. Well, Mr. Chairman,—

Q. Would not somebody else have to pay for it?—A. I believe it would
have to come out of the total production of the island, surely. But giving a
£1 note to a widow is merely providing a market for the producer. It takes
nothing away from anyone.

Q. Some people would have to pay to give it to other people—A. Not
at all. Nobody pays anything. They sell! This could go on, a similar thing
could go on, that is the presenting of £1 notes to various types of consumers
so they could buy from producers until the supply on the island were con-
sumed, until it would take up their entire production; and it may, of course,
if used entirely on food, it may bring about a time quickly when they woul
reach a limit of their capacity to consume food. Well then, it would not'be
impossible, would it, to turn their attention to the production and consumption
of clothing so that they could provide for the needs of the people?

Q. You recognize the limit, of course?—A. There is a limit, surely, to the
volume of their capacity to produce, and then to consume.

Q. Isn’t that the whole question?—A. To the limit of their capacity to
produce and consume. Then they could go on and transfer their attention t0
the building of homes, houses—people all require homes—and that, of course,

[Hon. Solon E. Low.]
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could go on until they reached the limit; and then to the amenities, I suggest;
and in that way the process could go on until they would reach a condition
of full employment, and at the point where they did reach a condition of
full employment then I suggest they would have to be mighty careful. When
full employment is reached, then may begin some of the disturbances, such
as inflation; but the process is hardly limited when we look at it in a broad
way.

By Mr. Tucker:

Q. Take in England to-day, once they get everybody to work on produec-
tion they have reached their limit?—A. Yes, that is right.

Q. So it is limited?—A. T would perhaps say in a country like Canada
it would seem almost unlimited, but in a country like England or Guernsey
they would have an early limit put on their activities by their capacity for
production and consumption. ;

To recapitulate, here is the ground I have covered for Mr. Cleaver’s
benefit: I have pointed out in these experiments the three fundamental prin-
ciples of Social Credit which would be: first, the state creation of money;
second, the establishment of just prices, parity prices; and third, the principle
of the dividend; which I say, Mr. Chairman, are the fundamental prineiples
of Social Credit, and I have shown how they all work together, or could be
worked out, as in the case of Guernsey island.

By Mr. Thorson:

Q. I would like to ask you one or two questions. In regard to the divi-
dends, you would have to keep a record of the dividends paid to individuals,
would you not?—A. Yes.

Q. And would not that involve a ledger page for each person in Alberta?
—A. Yes, the same thing that the banks are doing to-day with their accounts.

Q. Now, you started the establishment of ecredit accounts in Alberta,
did you not?—A. No.

Q. You made a preliminary arrangement for the establishment of pre-
liminary accounts?—A. A preliminary survey, but no arrangement.

Q. It was indicated that each person in Alberta who was to receive Social
Cre%it dividends would have the credit of the amount of the dividend?—
A. Yes.

Q. That would mean a leger account for each person in Alberta?—A. That
is right.

%. And against the credits that would be established in his favour would be
the disbursement that he would make?—A. Yes.

Q. Because he was to exhaust his credit at the end of each month?—
A. Well, that was the suggestion; I am not sure that that is necessary.

Q. Now there are possibly 400,000 persons in Alberta?—A. That is, citizens.

Q. And there would need to be a leger account for each one of those
persons?—A. Yes. ;

Q. And an entry of credit monthly to the credit of the account of that
person; and then a debit of all the monies that were spent by that person, and
a monthly balancing of each account?—A. That is right. It is somewhat like
what the relief department is doing to-day with the thousands on relief through-
out the country. :

Q. Would not that require quite a number of accountants?—A. Yes, surely.

Q. How many accountants?—A. Well, T do not know right off how many,
but certainly it would require a number.

Q. And would involve enormous expense from a purely accounting point of
view of the credits and service?—A. Yes. That is useful in that it puts people
to work who would get profits.
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Q. Might it not cost a great deal more than it would be worth?—A. Well—

Q. Because the cost would have to come out of somebody, would it not?—
A. Tt would have to come out of the production of the people, wouldn’t it? But
if the money was and could be created and if it so provided markets for goods
that would not otherwise be bought or even produced, where is the harm?

Q. It would have to come out of the production of the people in some way
or other?—A. That is right, surely. As I have indicated—by providing pur-
chasing power—markets at home.

Q. Now, is not that one reason why— —A. Just in that connection, T just
want to answer that question; while it would be intended to speed up preduc-
tion on the part of the people at the same time you must remember that it is
providing a market for the things that are produced.

Q. Now then, Mr. Low, you would have to establish credit houses in
different parts of the province where you would keep these accounts?—A. It
would be desirable to do that.

Q. You would have to be in close contact with all the people who are
receiving monthly credits?—A. Yes, that is right.

Q. You would have a multiplicity of state eredit houses?—A. Yes, just as we
had a multiplicity of relief peoples.

Q. With accountants in each locality?—A. Yes.

Q. And a balancing of the accounts at stated periods?—A. That is right.

Q. Is it not a fact that when the province of Alberta realized the enormous
amount of cost involved in attempting to set up the state credit houses and
extending the monthly ecredit and keeping track of the disbursements they
abandoned the idea of state credit houses?—A. No, that is not the case. The
main consideration was that they had not then the control of their credits.

By Mr. Tucker:

Q. I put it to you the reason was that Alberta like Saskatchewan had to
import so much to satisfy the needs of its people that if you put purchasing
power in their hands which was only good in the province of Alberta, for every
dollar that they would spend there, there would have to be money made available
to purchase outside Alberta perhaps seventy-five cents, and the scheme would
have promptly broken down. That was the reason you did not do it?

The CuamrMAN: Gentlemen, inasmuch as Mr. Low is to a certain extent
answering Mr. Cleaver, and Mr. Cleaver has been standing on his feet for some
time, and, by the appearance of his countenance I think he is not satisfied with
the answer, I would suggest that we allow Mr. Cleaver to proceed.

Mr. Tucker: I am ready to give way to him.

By Mr. Cleaver:

Q. Mr. Low, I take it in your summary that you state three fundamentals
as truly representing the social credit theory advanced by Alberta: (1) the state
creation of money; is that right?—A. That is right; debt free.

Q. State created money is obviously debt free—A. No.

Q. All right; I will take that. We will not get into an argument over that.
The second fundamental is the establishment of a fair price—A. That is right.

Q. In the province. The third fundamental is the issuance without con-
sideration of dividends?—A. Oh, not without consideration.

Q. By way of gifts, then?—A. Yes, that is, to the point where you are
financing consumption.

Q. ‘As a gift?—A. Yes,

Q. Without consideration?—A. Yes.

Q. As to the first two of these proposals there is nothing novel about either
of them. We have the state creation of money by the central bank.—A. There
is nothing novel about the third either.

[Hon. Solon E. Low.]
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Q. As to the second one, the question of the fair price, there is nothing novel
about that.—A. Nor about the third, Mr. Cleaver.

Q. So I take it then the real novel part of the social credit theory is the
giving away of these monthly dividends to every citizen of age and to every
child in the province, depending on his or her needs?—A. As a means of
financing consumption.

Q. I am not spggesting why you did that; T am not concerned with that. All
I am concerned with is merely to try to find out what the theory is. Under this
proposition, as I read the manual, it is conceived that in the first year that the
social credit theory would be in full force the province of Alberta would give to
the citizens and the children of Alberta about $120,000,000 in these dividend
certificates?—A. Yes.

Q. Now, let us— —A. Mr. Chairman, may I say just one thing in con-
nection with the manual. The government would expect to go into any new
arrangement of this kind gradually. We could not do it all at once. That is
why I took issue with the honourable member in connection with the $25,
because that was not the idea.

Q. Let us leave that for the moment and get down, if we can, to funda-
mentals. Let us take a year when everything has been propitious and the
theory is in full force and effect.—A. Yes.

Q. During a period of twelve months the province of Alberta would issue
$120,000,000 worth of these dividend certificates and give them away to the
people of the province.—A. Yes.

Q. As provincial treasurer you have had a lot of headaches trying to make
accounts balance?—A. Plenty of them.

Q. You well know if you pay out on behalf of the province a salary of
$2,500 you have to try to find from the taxpayers’ money that $2,500 to pay that
salary.—A. Yes.

Q. I want to ask this question, then, keeping the fact just mentioned in mind.
Let us come to the end of this year when the social credit theory has been in
full force and effect and when we have had $120,000,000 worth of dividend
certificates issued and given away. At the end of the year the citizens of the
province who received these certificates will have been able to buy $120,000,000
worth of goods from the producers of goods?—A. That is correct, yes.

Q. Let us follow it through one at a time. T am dumb and T cannot follow
your theory— —A. You are not dumb, sir; you are showing a remarkable grasp
of it.

Q. At the end of the year then the people who have received certificates
have exchanged these $120,000,000 worth of certificates for goods?—A. Yes.

Q. And the people who produced the goods are now in the possession of
$120,000,000 worth of certificates?—A. Yes; or other goods; that is right.

Q. Who is to service those certificates?—A. Well, there—

Q. Who is to redeem them?—A. The government, you see, by paying back
production loans.

Q. I just want to follow it.—A. Starting another cycle.

Q. T want to follow this. Let us go back to the manual which T have been
trying to understand. Mr. Aberhart explains how it is done but I should like to
know as to whether you have now any improved method since this manual was
issued. On page 23 of the manual I find this question: “Where will all the
money come from to pay all these dividends?” Now I presume what caused
Mr. Aberhart to ask that question was his knowledge that notwithstanding drastic
taxation the most the province of Alberta had been able to raise in taxes in
any one year was a little short of $30,000,000. Here was an expenditure of
$120,000,000, so he asked himself that question: “Where will all the money come
from to pay all these dividends?” This is the answer in the Social Credit
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Manual: “The dividends will not be paid in money, but they will be issued in
the form of credit much in the same way that the banks issue many of their
loans at the present time.”—A. Yes, book entries.

Q. You, of course, know that a bank loan means that somebody borrows
from the bank and owes the bank money which he must repay if able to pay.—
A. That is right.

Q. Then Mr. Aberhart goes on and gives another illustration. And question
No. 2 is as follows: “The credit issued will be a charge against the natural
resources of the province much in the same way as the present government
bonds are.” Once again, you see, indicating the feature that there is a debt
created which must at some time be repaid. You agree with that?—A. Oh, yes.

Q. Then Mr. Aberhart comes to the real explanation of how this is to be

done and he goes through a long explanation on page 29 of the Social Credit

Manual. I will not weary the committee with the entire explanation but I shall
read the summary. His suggestion is that when the farmer sells his wheat, when
the miller sells the flour and when the baker sells the bread, the government is
going to levy a tax on each transaction. This is his summary: “That from a
bushel of wheat, processing it to flour, the government would be able to collect
possibly sixty-five cents.” He then leaves the farmer’s part of the problem and
goes into industry; and he states how he is going to tax industry, and on page 41
of the manual he discusses the transaction in regard to the sale of goods.

He suggests that the wholesaler will be taxed so much, that the retailer
will be taxed so much, and the final result is:

“The government, therefore, is collecting in reality 90 cents from every
$5.00 worth of merchandise.” ;

The plan, as I understand it, is that, as a reult of the distribution of the
$120,000,000 of social credit dividend certificates which are to be given away,
the general business of the province will be so stimulated that the government
will be permitted to raise that amount in taxation in order to redeem the
certificates?—A. That was one suggestion—if need be.

Q. Is that a fair conclusion or not?—A. If need be, yes.

Q. Yes. Thank you.

Mr. Geay: It is now 1.15 p.m., Mr. Chairman.

By Mr. Thorson:

Q. I should like to ask one question. What happened to the legislation
providing for unearned increment to provide the state dividend?—A. I will
have to speak from memory on that.

Q. What happened to that, or did anything happen?—A. My memory of
the social credit bill, which has been amended a couple of times—I do not recall
exactly the terms of that bill without seeing it—

Q. Was not the idea back of that bill that there was an unearned increment,
resulting from the sale of every commodity, which belonged to the state, and
that therefore that unearned increment would be the source from which— A.
One source from which recoveries might be made.

Q. One of the sources from which— —A. Recoveries might be made.

Q. —credits would be made—A. Not all.

. * Q. One of the sources?—A. One source from which certain recoveries might
e made.

Q. On the ground that part of the purchase price that everybody paid for
the goods— A. Not ordinary goods.

Q. Wait a minute—A. Not ordinary goods. It was goods much in the
nature of land.

Q. Let me just take it, please.—A. All right.

[Hon. Solon E. Low.]
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Q. Was it not on the ground that part of the purchase price of goods was
created by public demand?—A. Yes.

Q. And therefore belonged to the publie, and therefore could be utilized
for the production of the state dividend?—A. I think the unearned increment
was mentioned in connection with—

Q. In other words— A. Please let me state my answer.

% Q. Let me follow through my theory, and then you can criticize—A. All
right.

Q. In other words, that there would be a levy of that which belongd to the
state; by reason of the public demand for the commodity there would be a levy
of that portion on each transaction, and that would belong to the state, and
out of that levy the state would provide the state credits?—A. Yes; could provide
in case it wished to recover the credits that had been issued.

Q. All right. Did that not indicate a realization by the government that
social credit, in the payment of a state dividend, is just another way of stating
a state levy on production?—A. No; because, as a matter of fact, it was carefully
explained, and it always has been contended, that it may not become necessary
to recover these credit issues until we reach the point where credits might become
redundant through the further issue. Then they would have to be recovered,
by taxation, or by the levy on the unearned increment or process tax or some-
thing of that kind.

Q. Was anything ever done to implement that legislation?—A. Yes.

Q. The unearned increment legislation?—A. Well, no—no.

Q. No?—A. We never had any unearned increment legislation.

Q. Because it was a state levy; and when the farmers of Alberta realized
that that was going to be the source from which the state was going to pay the
credits, they refused to deliver their commodities to the state credit house?—A.
No, that is not right. They never have refused to co-operate. They certainly have
indicated in no uncertain terms their determination to co-operate, as witness the
wholesale signing of these documents which were brought here the other day.

Q. Was it not part of the proposal that the farmer, for example, with a
load of wheat to sell, should deliver his wheat; that the proceeds would go to
his credit at the state credit house, less the unearned increment, which would be
held by the state, and that would constitute the fund out of which the state
credits, the credit dividends, were paid?—A. No. I am quite sure that it was
very clearly and definitely pointed out that that would be resorted to only when
it became necessary to withdraw credits from circulation; and that time does
not come until you have full employment. Then, at that point, it is likely that
a further issue of credits would become redundant, and then a withdrawal

would have to take place.

By Mr. Kinley:
Q. Do you not think the whole thing is a new mechanies for inflation?—A.
No, sir. It is a new mechanics for distribution and not inflation.
The CuarMAN: Is it the pleasure of the committee to adjourn to the call
of the chair?
Some Hon. MEMBERS: Yes. 3

The committee adjourned at 1.20 p.m., to meet again at the call of the chair.
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REPORT TO THE HOUSE

Turspay, July 30th, 1940.

The Standing Committee on Banking and Commerce begs leave to present
the following as its

FourtH REPORT

By an Order of the House dated July 8 the subject-matter of Bill No. 26,
An Act to incorporate The Alberta Provincial Bank, was referred to your
Committee for consideration and report.

Your Committee devoted nine sittings to this reference in the course of
which representations were heard on behalf of the Government of Alberta
through its Provincial Treasurer assisted by Counsel.

The sponsor of the bill expressed his appreciation of the earnest and sincere
way your Committee had considered the evidence and thanked the Committee
for the fine opportunity the promoters of the Bill had had of presenting their
case.

The question of jurisdiction having been raised as to the constitutional
power of the Parliament of Canada to enact legislation of the kind in question,
your Committee secured the opinion of one of the law officers of the Department
of Justice.

The Committee also heard representations from the Inspector-General of
Banks.

The evidence given before the Committee is submitted with this Report.

For reasons appearing in the evidence, your Committee is of the opinion
that the subject-matter of Bill No. 26, An Act to incorporate The Alberta
Provincial Bank, is such that the Bill in question ought not to be enacted.

All of which is respectfully submitted.

B W.H. MOORE,
Chairman.






MINUTES OF PROCEEDINGS

Tuespay, July 30, 1940.

The Standing Committee on Banking and Commerce met at 11.30 a.m.,
the Chairman, Mr. Moore, presiding.

Members present: Messrs. Blackmore, Bercovitch, Blair, Casselman
(Edmonton East), Cleaver, Donnelly, Dubue, Graham, Gray, Jackman Jaques,
Jean, Kinley, Lacroix (Beauce) Laﬂammc "Macdonald (Halifaz), Macmillan
McNevm Marier, Mayhew, Moore, Ross (Calgary East), Thorson, Ward.

In attendance: Mr. C. S. Tompkins, Inspector-General of Banks and Mr.
F. P. Varcoe, K.C., Counsel, Department of Justice.

Mr. Varcoe made a further statement on jurisdiction, and more particularly
on the validity of section five of Bill No. 26.

Mr. Tompkins also made a statement and was briefly examined.

At this stage, the Chairman suggested that the Committee consider its
report to the House, and submitted a draft report for approval.

On motion of Mr. Kinley,—
Resolved that the Report be adopted as read, and that the Chairman be
authorized to present same to the House.

The Committee adjourned sine die.

R. ARSENAULT,
Clerk of the Committee.






MINUTES OF EVIDENCE

House or Commons, Room 277,
Ottawa, July 30, 1940.

The Standing Committee on Banking and Commerce met at 11.30 am.
The Chairman, Mr. W. H, Moore, presided.

The Crammaxn: Gentlemen, I would suggest that we try to dispose of the
matter submitted to us at this session. We have had the attendance and have
the attendance this morning of Mr. Tompkins, Inspector-General of Banks, and
of Mr. Varcoe from the Department of Justice. We ought to have statements
from these gentlemen. Do you wish to hear from Mr. Tompkins first or from
Mzr. Varcoe?

Mr. GrRamam: Mr. Varcoe.
The Cuamrman: Very well; I will call upon Mr. Varcoe.

Mr. F. P. Varcog, K.C., Department of Justice, reealled.

Mr. Varcor: Mr. Chairman and members of the committee, I have pre-
pared a quite short statement which I will read a little later to the committee
having to do with my views of the validity of section 5 of the bill which is
under consideration. Before reading that statement there are one or two obser-
vations I should like to make.

The first observation is that any project for the public ownership of a
bank by a provincial government would, it seems to me, necessitate from the
very outset provincial legislation regulating or controlling the proprietorship of
that bank. It -would be my opinion that any such provincial legislation would
be in relation to banks and banking, and would consequently be beyond the
legislative powers of the province.

Before dealing formally with the question of the validity of section 5, I
should like to call the attention of the committee to provisions of the Bank Aect
having to do with the obligations and powers of shareholders. Commencing
with section 35 headed “Shares and Calls” we have the provisions of the statute
which govern the shareholders. I am not going to refer to many of these sec-
tions, but section 37 authorizes the bank to make calls of money from the several
shareholders for the time being, upon the shares subscribed for by them
respectively, as they find necessary.

Section 38 provides:—

If any part of the paid-up capital is lost the directors shall, if all
the subscribed stock is not paid up, forthwith make ecalls upon the
shareholders to an amount equivalent to the loss.

Section 39 says:—

In case of the non-payment of any call, or instalment under an
accepted allotment, the directions may, in the corporate name of the
bank, sue for, recover, collect and get in any such call or instalment,
or may cause and declare the shares in respect of which any such
default is made to be forfeited to the bank.
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Section 40 reads:—

If any shareholder refuses or neglects to pay any instalment or-
call upon his shares on the capital stock at the time appointed therefor,
such shareholder shall incur a penalty, to the use of the bank, of a
sum of money equal to ten per cent of the amount of such shares

Then you have the well-known section 125 which provides for what at one
time was double liability.

Section 125 reads:—

In the event of the property and assets of the bank being insufficient
to pay its debts and liabilities, each shareholder of the bank shall be
liable for the deficiency, to an amount equal to the par value of the
sﬁares held by him, in addition to any amount not paid up on such
shares.

Then there is a provision for limiting that in the light of legislation relating
to the Bank of Canada.

If the provincial government is to become the shareholder of a bank, all
‘these provisions of the Bank Act would be applicable.

I shall now turn to the other powers of shareholders as set out particularly
in section 18, which provides:—

The shareholders of the bank may, at any annual general meeting
or at any special general meeting duly called for the purpose, regulate,
by by-law, the following matters incident to the management and admin-
istration of the affairs of the bank, that is to say:—

(a) The day upon which the annual general meeting of the share-
holders or the election of directors shall be held;

(b) The record to be kept of proxies, and the time, not exceeding
twenty days, with which proxies must be produced and recorded
prior to a meeting in order to entitle the holder to vote thereon.

It also provides for the number of directors, how many shall constitute a
quorum, qualifications of directors, method of filling vacancies, and so on. It
provides in addition the amount of discounts or loans which may be made to
directors, either jointly or severally, or to any one firm or person, or to any
shareholder, or to corporations. :

Now, those provisions of the Aet would be applicable to the shareholder, the
Crown in the right of the province, I take it, if section 5 were enacted into law.

In considering whether section 5 of the bill is constitutional, one must have
regard to these provisions of the Bank Act and their effect upon the provincial

© crown.

Having these preliminary observations in mind, I should like to read a short

statement to the committee:— '

Can parliament provide that the shares of stock in a Canadian
bank, newly incorporated, shall vest in a provincial government? . The
effect of such a provision would be to impose upon His Majesty in the
right of the province all the liabilities of a shareholder, namely, to have
calls of money made pursuant to ss. 37 and 38 of the Bank Act. The
Crown would be subjected by s. 39 to be sued notwithstanding that it is
one of the constitutional rights of His Majesty that he can only be sued
with his own consent.

It would seem to be doubtful that parliament could deprive the

- : provineial Crown of this right. Then there are provisions for the for-
e feiture of the stock which means depriving His Majesty of his property:
Ay [Mr. F. P. Varcoe, K.C.]
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His Majesty would also be liable to a fine or a penalty in the sum equal
to 10 per cent of the amount of the shares. Finally, reference should be
made to s. 125 of the Act which provides for additional liability on the
shareholder in the event of insolvency of the bank.

In addition to such obligations, dutes and powers are vested in the
shareholders'of a bank. By s. 18, for example. Powers to make by-laws
would be exercisable, doubtless, by the provincial government. The"
Provincial Treasurer would be the registered holder of the shares, holding
the same on behalf and for the use of the province. If the by-laws are
to be made or approved by the Lieut.-Governor in Counecil then the same
objections would apply to the provisions as have been mentioned in
connection with ss. 2 and 3 of the bill.

That parliament can legislate so as to affect the provincial govern-
ment goes without saying. For example, parliament has successfully
provided for the expropriation of provincial Crown lands for the purpose
of a Dominion railway, and for the payment of customs duties in the
case of goods imported by a province. In all such cases, however, the
legislation imposed duties or obligations upon the provincial government
while engaged in its normal and constitutional activities. The provincial
Crown normally and constitutionally may hold Crown lands and may
import goods for sale or consumption. In these normal and constitutional
activities the provincial Crown is bound and affected by competent
Dominion legislation in relation to Dominion railways and customs
duties. But s. 5 of the bill is readily differentiated since it purports first
of all to draw the provincial government .out of its normal and con-
stitutional sphere into the Dominion sphere of banking and thereupon
to impose these obligations, duties and powers upon the provineial
government.

It is my opinion that section 5 would be ultra vires.

The Cramrman: Is it your pleasure, gentlemen, to hear from Mr. Tompkins?
Mr. TuorsoN: Section 5 is really the heart of the bill, is it not?

Mr. VarcoE: Yes, sir.

Mr. THORSON: And if section 5 is ultra vires the bill reallly falls without it?
Mr. Varcoe: Yes, sir.

The CuamrMAN: Shall we now hear from Mr. Tompkins?

Mr. BercovitcH: Yes.

Mzr. C. S. Tompxins, Inspector-General of banks, recalled.

Mr. Tompkins: Mr. Chairman and members of the committee, I have no
special instructions in this matter, nor have I any carefully prepared statement
to present to you. I am, of course, available for questioning.

It occurs to me that, having filed the other day a statement showing the
‘number of banks incorporated since Confederation and the fate of those banks,
I should perhaps amplify that statement by outlining what seem to have been
the prineciples which have governed the incorporation of banks by parliament
since Confederation.

One has but to consult the records, or in fact most writings on banking,
to find that theoretically at least the purpose of parliament has always been to
guard against the entry of unfit or inexperienced persons in the banking business,
and also to ensure that the real persons desiring a bank charter, that is, those
who intend to be financially interested in and actively connected with the enter-
ptise, should pledge their good faith by signing the petition for incorporation
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and accepting the responsibilities attached to the provisional directorate. That
is a doctrine which I think is more or less elementary from a reading of the
statute.

It was to make that principle more clear that sections 11 and 20 were
revised in, I think it was, 1913, to provide for what are described there as bona
fide qualifications of directors, that is, the holding of shares by directors in
their own right and not as trustees or executors or in any other fiduciary
capacity.

It follows that it is the logical duty of the parliamentary committee to
which these bills are referred to satisfy itself that the project in general is a
well considered one; that there is a public demand and reasonable prospects
of success for the new bank; that the necessary capital therefor will probably
be forthcoming and that competent management is likely to be secured.

The words that I have used will partly be found, as I said before, in some
of the standard banking works, and I refer more particularly to the Canadian
Banking System by Johnson, published in 1910, by the National Monetary
Commission of the United States.

In contrasting this bill with the ordinary acts of incorporation of banks,
of course, several novel or unique features at once present themselves. I should
like to make it clear that in the few words I have to say I shall attempt to
make no direct reference to the province of Alberta; I am dealing with the
principle of a bill incorporating a bank wholly owned by a province—any
province; neither do I intend to touch upon questions which have already been
developed in the committee, such as Alberta’s default, its ability to pay, the
question of taxation of banks, or, in fact, Social Credit.

The chief point that naturally occurs to anyone in an examination of the
bill is the question of the exclusive Dominion jurisdiction over banking. Mr.
Varcoe has already dealt with the legal phase of that question so it is necessary
for me to say only a word upon the practical side of it.

If there is one thing that is responsible more than any other for the success,
comparatively speaking, of our banking system, I think undoubtedly it is that
question of centralized or Dominion control. Therefore, anything that would
tend to weaken that control or, so to speak, to drive a wedge into it in any way
would I think be very unfortunate indeed. I say that with great deliberation
and very great seriousness.

The second point that occurs is in regard to the generally radical departure
of the bill from the established principles upon which banks are ordinarily
incorporated and which I have already outlined.

I have no doubt that could be developed very considerably, but it is
sufficiently radical it seems to me to suggest that anything of this sort should
only be discussed either at the revision of the Bank Act or on some occasion
when parliament is reviewing the entire national economic structure. When it
~ comes to bills incorporating any one, or even all provinces, as banks, so to speak,
we, of course, would be taking a step in the direction of nationalization of bank-
ing and this is not the time or place, to argue the pros and cons of nationalization
of banking; but that very feature alone it seems to me introduces a very, very
broad question and something that can only be discussed when, as I say, we
are overhauling the whole economic structure of the nation.

Mr. Trorson: Nationalization of banking cannot be approached piecemeal.

Mr. Tompkins: Exactly. That is the point I am endeavouring to make,
Mr. Thorson. It is something that must be studied in conjunction with all the
related questions and to consider it upon the introduction of a bill such as this
seems to me to be most illogical.

Mr. Taorson: And would not prove anything one way or the other.

Mr. Tompkins: Oh no, not at all.
[Mr. C. 8. Tompkins.]
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Now, I think reference was made in one of the former meetings to the
question of incorporating a bank wholly owned by one of the provinces and not
at the same time giving other provinces similar privileges, shall I say. Of
course, the objections are so obvious that I won’t attempt to develop the point
at all. The answer I suppose by supporters of the bill would be that the other
provinces have the right to come along if this bill is passed and ask for a bank
at any time; but what I have already said I think covers that situation
sufficiently. pids

Another point, and again I want to make it perfectly clear that this is
no reflection on Alberta; I am now talking of provinces generally. The granting
of an act of incorporation such as the one proposed opens the door to the
possibility of any administration using the bank for its own financial needs and
to the detriment possibly of the public depositors and borrowers of the institu-
tion itself. I think that is a perfectly fair criticism and as I said it applies all
the way through to whatever provinece might for the moment happen to be
engaged in banking.

There is one other point that perhaps I should touch on before I conclude:
If the members of the committee will refer to section 56, subsection 15 of the
Bank Act they will find that there is there an attempt by parliament to avoid
legal responsibility to depositors or creditors of a bank through the performance
of government inspection. My thought is that notwithstanding that subsection
the dominion cannot hope to escape a moral responsibility if anything happened
to a bank which obtained its Act of Incorporation from the Parliament of
Canada. I think that a number of members will possibly agree that that is not an
unreasonable interpretation to put upon the situation. It follows then that
in dealing with a bank wholly owned by a province, there is a different posi-
tion in regard to criticism of specific loans, or policy, or any one of various
other questions that may arise in the administration of the bank. You can go
to a privately owned bank and you can have it out with them if necessary
from “A” to “Z,” but in eriticizing the policy, the loaning policy or the general
policy, of a provincial government bank and the conduct of that bank I submit
that you at once run into a.rather complicated situation, a situation where the
dominion may have one opinion and the province will have another and you
have a serap which may or may not end quickly.

Now, in addition to these various points upon which I have touched there
is obviously one final and all important one which I have not mentioned; that
is, that we are now at war, and no matter what we might consider adwisable
under anything’ like normal conditions, would not be, T submit in this case,
something which should be considered favourably at a time when it might very
serously interfere with the operation of banking in general and our economic
system as a whole.

The CaarMAN: Thank you, Mr. Tompkins.

By Mr. Kinley:

Q. Mr. Varcoe spoke of the double liability of a bank. May I ask the
Inspector if this still applies?

Mr. TompkINS: At the revision of the Bank Act in 1934 when the Act
Incorporating the Bank of Canada was passed and the circulation privileges
of the ehartered banks were definitely restricted provision was made that the
double liability would be reduced pari passu with the reduction in the cireula-
tion privileges of the banks. At the present moment circulation privileges of
banks have been reduced by 25 per cent of the fully paid up capital and as a con-
sequence of that reduction in the former ordinary limitation of note issue, the
double liability of shareholders has been reduced to 75 per cent of what it was,
and will be further reduced as the circulation privileges are reduced in the years
‘ahead of us,
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Mr. Creaver: Would you care to make any remarks as to the relative
strength and the relative chances of success of a bank confining its operations
to one province as compared with a bank with more diversified interests and
having operations more widely spread in character?

Mr. Tompxrins: Speaking generally I agree with what the Governor of the
Bank of Canada said at the hearings last year, and which I think was quoted
by Mr. Ross, with regard to the prospect of a new bank; and when it comes to
any new bank with its operations confined to a narrow sphere and therefore
limited in its opportunities for diversification of loaning risks I think that those
arguments apply with all the greater force. One of the strong features of our
system that has always been declared to be important is that the branches of
our banks generally speaking stretch across the whole country, that there is
a consequent diversification of risks; you are not confined to agriculture, you
are not confined to pulp and paper, you are not confined to the steel industry
or to any one particular industry; you have a general diversification and if
things are for the moment depressed in one the same condition may not
necessarily apply to others with the result that it makes for a healthy distribu-
tion of loaning risks with consequent reduection of possibility of loss.

Mr. CrLeAvER: So that given abnormal or bad times in any one section the
banks have a diversification of holdings clear across the dominion and therefore
would not be in the same perilous condition as though all their loanings were
in the one field.

Mr, Tompxins: That is quite correct.

Mr. Jaques: Mr. Chairman, Mr. Varcoe has told us that parliament can
neither add to nor take from the powers of the provinces; I think that is what
he said. :

Mr. Varcor: Generally speaking, that is correct.

Mr. Jaques: It says in section 92 of the B.N.A. Act, paragraph 3, “borrow-
ings of money on the sole credit of the province is the exclusive power of the
province”. Well then, I take it that the loan council proposal would have been
unconstitutional ?

Mr. Creaver: Those loan councils were not intended to come within that
section, they had the federal guarantee to support them.

Mr. Jaques: It says here, exclusive power of provincial legislatures—

paragraph 3—borrowing of money on the sole eredit of the province.

Mr., Creaver: Yes, on the sole credit of the province; the loan counecil
scheme was subject to a federal guarantee which entered into it.

Mr. Jaques: That scheme, by restricting the provineial borrowing powérs,
would be either taking away from or adding to the exclusive power of the
provinces,

Mr. Creaver: I do not agree.

Mr. Jagues: I should say with this difference: that the benefit of the doubt
always goes to the financial institutions. If the argument held in the one case it
should hold in the other.

Mr. Ross: Mr. Chairman, I would like to place on the record a telegram
that T received from the former premier of the province.

Mr. Brackmore: Should not the question be answered?

The Cramrmax: I thought the question was answered.

Mr. Brackmore: No, it was not answered. Mr. Jaques wants Mr. Varcoe
to answer the question.

Mr. Varcor: I have not the loan council project before me at all at the
moment and I would like to look at that before I did say anything.

Mr. Jaques: I haven’t got it either.
[Mr. C. 8. Tompkins.]

-

o




BANKING AND COMMERCE 225

Mr. TraorsoN: Was it not proposed to have an amendment to the B.N.A.
Act?

Mr. VarcoE: I think so.

Mr. Jaques: I did not know that.

Mr. Bracemore: Before Mr. Ross continues I think we ought to decide
what is going to be the order of procedure for the day. If we are not to open
up and have a sort of free for all from now on then there is going to be a lot of
material put on that needs answering and surely it seems to me we are not
going to be fair—

The Crarmax: I think there is something in Mr. Blackmore’s point. May
I suggest this: I have before me a draft report and perhaps if I read it then we
could concentrate on that report. We are now in our ninth session and we
ought to be able to make a report to-day. It is suggested that the report be as
follows:—

The Standing Committee on Banking and Commerce begs leave to
present the following as its Fourth Report:—

By an Order of the House dated July 8, the subject-matter of Bill
No. 26, an Act to incorporate The Alberta Provincial Bank was referred
to your committee for consideration and report.

Your committee devoted nine sittings to this reference in the course
of which representations were heard on behalf of the government of
Alberta through its provineial treasurer assisted by counsel.

The sponsor of the bill expressed his appreciation of the earnest
and sincere way your committee had considered the evidence and thanked
the committee for the fine opportunity the promoters of the bill had had
of presenting their case.

The question of jurisdiction having been raised as to the constitu-
tional power of the parliament of Canada to enact legislation of the
kind in question, your committee secured the opinion of one of the
law officers of the Department of Justice.

The committee . also heard representations from the inspector-
general of banks.

The evidence given before the committee is submitted with this
report.

For reasons appearing in the evidence, your committee is of the
opinion that the subject-matter of Bill No. 26, an Act to incorporate
The Alberta Provincial Bank, is such that the Bill in question ought
not to be enacted.

All of which is respectfully submitted.

Mr. Ross: Mr. Chairman, before we deal with that I wish to place this
on record— '

Mr. Brackmore: Mr. Chairman, if Mr. Ross has the privilege of placing
on the record further material then every other member will ask the privilege
of adding something to the record.

The CuAmRMAN: Let us see if we cannot agree without any further dis-
cussion. T would suggest, Mr. Ross, that if you put some material on the
record you will be opening up the matter again.

Mr. Kivcey: I move the adoption of the report.

Mr. Bramr: I second the motion.

Mr. Ross: Mr. Chairman, the position is this: Mr. Low made a false
statement, and I wish to correct that statement.

The CHARMAN: Let us not open it up again if we can avoid it.
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Mr. Bercovitce: Mr. Chairman, in view of Mr. Varcoe’s opinion I do not
think we can submit any other report. Why re-open the whole subject; the
record is already burdened.

Motion agreed to.

Mr. Brackmore: May I make just a little statement without introducing
any evidence, or is that out of order?

The Caamman: I think it might be just as well not to say anything
else, since we have closed Mr. Ross out.

Mr. Brackmore: I just wanted to make it quite clear that the stand
that I have taken was not taken because we are not prepared to go absolutely
down to the minutest detail with respect to everything. but manifestly there
will be a limit to the extent to which we can go into the various matters
this vear. Alberta and the Alberta government will face the world in every-
thing that anybody may bring up against it, one way or the other. If it is
wrong it is glad to be shown that it is wrong, and if it is right it desires
the opportunity of presenting its case fully before any tribunal. But as I
understand, Mr. Chairman, it seems that there is an obvious end which
must come, because the session is drawing to a close.

The CuAmrMAN: I think our labours are ended.

Mr. Jaques: I would—

Mr. Gray: We stopped Mr. Ross.

The CrarrMAN: I think, Mr. Jaques, you ought to forgo what you intend
to say, since we have closed out Mr. Ross quite brusquely.

Mr. Gray: Thank you for your consideration.

The committee adjourned.
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