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Order of Reference

Extract from the Minutes of the Proceedings of the
Senate, October 27, 1970:

“Pursuant to the Order of the Day, the Senate
resumed the debate on the motion of the Honourable
Senator Robichaud, P.C., seconded by the Honoura-
ble Senator Carter, for the second reading of the Bill
S-2, intituled: “An Act respecting statistics of
Canada”.

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

22963—2

The Bill was then read the second time.

The Honourable Senator Robichaud, P.C., moved,
seconded by the Honourable Senator Carter, that the
Bill be referred to the Standing Senate Committee
on Banking, Trade and Commerce.

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

Robert Fortier,
Clerk of the Senate.



Minutes of Proceedings

Wednesday, October 28th, 1970.
(1

Pursuant to adjournement and notice the Standing
Senate Committee on Banking, Trade and Commerce met
this day at 9:30 a.m. to consider:

Bill S-2 “An Act respecting statistics of Canada”.

Present: The Honourable Senators Hayden (Chairman),
Aird, Beaubien, Blois, Connolly (Ottawa-West), Desruis-
seaux, Everett, Gelinas, Hays, Hollett, Isnor, Kinley,
Lang, Macnaughton and Molson—(15).

Present, but not of the Committee: The Honourable
Senator McDonald—(1).

In attendance: E. Russell Hopkins. Law Clerk and Par-
liamentary Counsel.
Witnesses:
Dominion Bureau of Statistics:

Walter E. Duffett, Dominion Statistician; L. E. Rowe-
bottom, Assistant Dominion Statistician; H. L. Allen,
Assistant Dominion Statistician.

Department of National Revenue:

H. F. Herbert, Assistant Deputy Minister, Systems
and Planning.

Department of Justice:
D. D. Pratt, Legal Division.

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

After discussion and upon motion it was Resolved to
reprint 10,000 copies of the Report of the Committee on
the White Paper “Proposals for Tax Reform”.

At 11:00 a.m. the Committee adjourned to the call of
the Chairman.

ATTEST:

Frank A. Jackson,
Clerk of the Committee.



Report of the Committee

Wednesday, October 28th, 1970.

The Standing Senate Committee on Banking, Trade
and Commerce to which was referred the Bill S-2,
intituled: “An Act respecting statistics of Canada”, has in
Obedience to the order of reference of October 27th, 1970,

€Xamined the said Bill and now reports the same without
amendment,

Respectfully submitted.

Salter A. Hayden,
Chairman.

22963—1}
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The Standing Senate Committee on Banking, Trade

and Commerce

Evidence

Wednesday, October 28, 1970

[Text]

> 'ghe Standing Senate Committee on Banking, Trade
nd Commerce to which was referred Bill S-2 respecting

statistics of Canada met this day at 9 am. to give
consideration to the bill.

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

be'g! e Chairman: Honourable senators we have one bill
I ol g e g morning Bill S-2 the
stics Act. We have here Mr. Walter Duffett, the

g_omini‘on Statistician who will lead the panel in
iscussion.

Mr. Walter Duffett, Dominion Statistician: Yes, Mr.

1airman. I hav ome of m
. - e S
if n . Y colleagues here to help me

bo'ft}:);m:uwan: That is good. We also have Mr. Rowe-

Assista’t s51sta.nt. Domxmc_m.Sftatistician and Mr. Allen,

I‘eserVen' Dominion Statxst‘lman. We have others in

et In case your.ques‘.lons require more extensive

tocth ge. I think possibly the best way to start would be
ave some open remarks from Mr. Duffett.

tohg:él?uﬁem Thank you, sir. I welcome this opportunity
b 1 e a few introductory rem’ark.s on the statistics bill
s you today.‘As.Senator. Robichaud pointed out in
7 ucing the bill, it contains a variety of provisions
e, gned to update the legislation, to meet the needs of
ers, and to protect the privacy of respondents.
thsienators Connolly ('Ottawa West) and Choquette in
turer remarks. clearly identified the most important fea-
8 s of the bill, and I will confine my comments to these
spects. These points were, briefly:

(1) the penalty features of the legislati
5 on and t! -
pulsion these imply; : .

(2) the rising cost of the statistical system;
(3) the burden of response, especially on small firms;

(4) the need to protect the pri i
e prote privacy of businesses and

st:ﬁf;{liltlles for non-response are a necessary feature of a
impose(c:la Psystem 'but, fortu.na}tely, one which is not often
i . Persuasion and assistance to respondents meet
ne:r y all our needs. Prosecution of business firms has
; r?d' b.een necessary in recent_ years, nor in the case of

ividuals except for a few isolated cases in connection

with the census of population. Of course, it may be
necessary at some time to consider prosecution of a few
recalcitrant respondents where all other efforts have
failed. The penalties have been adjusted to conform to
rising prices and incomes, in order to preserve an incen-
tive to co-operate, but the prison terms remain-
unchanged; the minimum penalties have in fact been
eliminated altogether.

An effort to keep down rising costs and minimize
response burden is evident in two main changes in the act.
The first is designed to confirm and extend in a selective
fashion the present structure of several hundred co-oper-
ative agreements by which D.B.S. and the provinces
share identical questionnaire forms in meeting their
survey needs. This avoids a great deal of possible
duplication. The proposed changes take into account the
growing needs and sophistication of the provincial statis-
tical offices, and will encourage them to develop rigorous
legislative and other protections to privacy.

The proposed use by D.B.S. of unincorporated business
and personal income tax information for statistical pur-
poses is an extension of a highly successful and quite
acceptable system of using corporate income tax material
which has been in operation since 1965. We believe that
the new arrangements would enable us to eliminate some
10,000 firms from the present obligation to report under
the annual census of manufactures, and that it could
before long greatly reduce the reporting burden of some
60,000 to 80,000 other firms in a variety of fields.

The senators rightly pointed out the dangers of disclo-
sure of income tax records and we would propose to
ensure that whatever material was brought to D.B.S.
would be stored under special precautions in a central
location. I find it difficult to see that use of these records
by D.B.S. for purely statistical purposes could constitute
a precedent for wider use for other reasons. As Senator
Robichaud pointed out last evening, D.B.S. is not really
concerned with looking at individual records, but with
aggregating them, and has had a good deal of experience
in a variety of fields with information at least as sensi-
tive as records of income. It may be of interest to honour-
able senators to know that income tax records have
been successfully used for years for statistical purposes
in the United States and Scandinavia without adverse
repercussions.

1 shall be happy to provide information about further
features of the bill or about D.B.S. operations. The organ-
ization is a large and complex one and I have several of
my colleagues here to assist in meeting your needs.

AT
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The Chairman: Mr. Duffett, would you say that the
statistics you have been producing to date are less benefi-
cial than they would have been if you had had this
income tax information that you are seeking now?

Mr. Duffett: Yes, they have been less complete, but
most of all, they have been more costly.

The Chairman: How have they been less complete?

Mr. Duffeti: The best illustration, I think, is in the
fields of unincorporated businesses. Small businesses are
of very widespread interest to legislators at all levels,
and to trade associations.

Senator Isnor: For what reason?

Mr. Duffeti: Because there is a feeling that small busi-
nesses need particular attention and particular help from
government. Small businesses, it is felt, operate under
certain handicaps, particularly in competition with large
firms or, in particular, I suppose, firms from abroad.

The Chairman: You know, Mr. Duffett, that was a very
interesting remark you made. We should have had it
when we had our hearings on the White Paper on taxa-
tion. It may be a little late for that now, but we will keep
a record of it.

Senator Connolly (Oitawa West): He certainly adopted
the principle.

The Chairman: He certainly approved of the principle
we were asserting.

Senator Isnor: What makes you say that the financial
rgturns you now receive, which you say are confiden-
tial—what use do you make of those financial returns?

Mr. Duffett: From small businesses?
Senator Isnor: Yes.

Mr. Duffett: Small businesses are in total, if you had
them all together, quite an important element in the
Canadian economy and in particular fields such as ser-
vices, transportation and construction, small firms still
are very important. Obtaining information from small
firms by conventional methods, sending questionnaires, is
difficult for us, and is particularly burdensome to the
firms themselves. In many cases, they do not have a
permanent accounting staff, so it becomes necessary for
the owner of the enterprise to prepare the forms himself,
or to hire an accountant to do it for him.

Senator Isnor: In other words, you are adding to the
expense of that particular individual firm.

Mr. Duffett: To some degree. In some degree we are
adding expense to all firms, by asking them to fill out

questionnaires. It is particularly burdensome in the case
of small firms.

Senator Isnor: How many new forms have you sent out

in the Ilast twelve months, seeking additional
information?

The Chairman: You mean, senator, additional forms?

Mr. Duffett: My colleague Mr. Berlinguette is more
concerned with manufacturing. My impression is that
there were very few indeed. The statistical system is a
pretty mature one now and additional surveys tend to be
relatively rare in the fields of manufacturing and mer-
chandising. Mr. Berlinguette nods, so I gather this is the
case.

Senaior Isnor: In the last one you sent out, you
ingquired in regard to the number of employees. Then you
went on—full-time, part-time. How do you account for
the part-time if they are employed by two or three firms?

Mr. Duffett: We are primarily interested in the number
of employees in each enterprise and there could be a
certain duplication in the case of people who have more
than one job. For example, I should think possibly sea-
sonal employees—fishermen in Newfoundland perhaps
who work part-time in fishing and part-time driving a
truck. This is the case so far as inquiries directed to
business enterprises are concerned. Other surveys are
directed to households but in that case the individual
who has more than one job will be counted only once.

The Chairman: Is the truck driver who also fished
counted as two jobs?

Mr. Duffett: It is counted as two jobs. Also the civil
servant who may have a job during the day with the
Government and some spare time work in the evening
has in fact two jobs.

Senator Connolly (Ottawa West): I was concerned
when I spoke about this bill I must say that I did not
read it until I was in the chamber so some of the things
you have said have modified a good deal the remarks I
made. This is the first time that by legislation a depart-
ment of Government other than National Revenue, Taxa-
tion, has had access to corporate and personal income tax
returns?

Mr., Duffett: Yes and no. The Dominion Bureau of
Statistics has had access to corporate income tax
returns—corporate income tax returns—since 1965.

Senator Connolly (Ottawa Wesi: Individual ones?

Mr. Duffeit: No, no, corporate returns.

Senator Connolly (Ottawa West): Individual corporate
returns?

The Chairman: Individual corporate returns.

Mr. Duffeti: All corporate returns above a certain size
as specified in the Corporations and Labour Unions
Returns Act. We use, for that purpose, the Corporations
and Labour Unions Returns Act, since 1965.

Senaior Connolly (Ottawa West): Is that a power con-
ferred by statute.

The Chairman: Yes.
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Mr. Duffett: What happened was that the Corporations
gnd Labour Unions Returns Act was passed in 1962 and
involved the D.B.S., which administered it, in obtaining
Separate financial statements from corporations in addi-
tion to those already filed with income tax authorities.
Many respondents, including some trade associations,
suggested to us that it would be simpler and more effec-
tive if we simply utilized the returns submitted for
income tax purposes. An amendment was brought in in
1965 which permitted this. There have been literally no
complaints about this arrangement from business firms.

Senator Connolly (Ottawa West): Certainly from the
point of view that it reduces the amount of paper work
that the corporation does, it is beneficial. When you get a
corporate return and now when you would get an
zx.ldlvuiual return, would you continue, under this legisla-
ion, not to use it individually or to publish anything

about the individual return, bur rather to deal with
classes and groups?

wil:ff' Duffett: This is the case. This in fact is what we do
all the information we receive. We are forbidden by

};?.W to publish anything which will disclose the opera-
lons of an individual firm.

Senator Evereti: Is this an exception to that rule? Do I

not read in here that i i
. 2 you can disclose actually, in rela-
tion to the provinces? .

t()Ste}::ator Connolly (Ottawa West): I was going to come
at point, as it is important, but go ahead.

Mz, Duffeit: It is part of the new bill. Under the
lt)gesent le_glslation, as I mentioned, we share surveys with
ea*zhprovlnqes. This is liegal, because the respondent in
e (;iise signs a form indicating that he is prepared to
o é used by both groups. This is provided for under
S crecy Lclause 91‘ the act. These arrangements will
o tinue bl:lu there is another provision—in clause 10 of

€ new bill—which recognizes the fact that in some
It)irozmces thc_e statistical offices are becoming more sophis-
fr%a ed and in fact obtain a large amount of information
-y m the. public. In cases of this kind, joint surveys will
5 Sermxtted to continue, with the important exception

at the respondent will not have to give his specific
*tlgpl‘oval'to the arrangement. This is a liberalization of
i e relationship with the provinces but it is surrounded

Yy a number of qualifications.

The first qualification is that we would enter into an
arrangement of this kind only by order in council and
only_m fact if we felt that the arrangements within the
gfovmce were a@equate to ensure secrecy. In fact, in
: hai\use. 10 qf the bill it is specified that an arrangement of
tiafl klatli is dependent on fche province having substan-
exisz e same legal requirements, legal conditions, as
s now at the fgderal level; that the provinces have

e power to require firms to report.

I might say here that at the moment none of the
provinces have sufficiently rigorous legislation to qualify
under this provision. Some are very close to it and I

would expect that a few of the provinces will amend
their legislation accordingly.

Senator Connolly (Otiawa West): I take it that under
the proposed law you will be furnished copies of every
income tax return, if you so request.

Mr. Duffeit: Not exactly. There is a difference between
what happens under the Corporations and Labour Unions
Returns Act and what will happen under the new
arrangement. Under the Corporations and Labour Unions
Returns Act we receive the actual income tax forms, hold
them for a short time and then pass them on to the
Department of National Revenue. Under the new
arrangement the DBS staff would go to the Department
of National Revenue and with their assistance extract
from the forms, extract from the material, what it is that
we need. There is a good deal of material submitted in
the case of unincorporated businesses which would not
interest us and we would make an extract of that. That
would be returned to the Bureau of Statistics and kept in
a centrally located place and handled by a relatively
small number of people. But the individual forms we
would not receive.

Senator Isnor: What type of information do you mean
by that?

Mr. Duffett: The sort of information that would inter-
est us is aggregates, total sales, total profits, elements of
cost which are shown in any financial statement submit-
ted to the income tax people. The inputs of labour,
material, amounts set aside for depreciation——essentially
the sorts of things that appear on an income tax state-
ment, a business income statement.

Senator Isnor: You have been getting that information
for years, the total sales of individual stores.

Mr. Duffett: Yes, we have. We have been getting quite
a lot of this material for years, and it is our hope that
we will be able to obtain it without going to the firms
themselves. I mentioned that in the case of the annual
census of manufacturers we believe that we can elimi-
nate about 10,000 firms immediately from the survey
obligation and 60,000 to 80,000 firms in other areas in due
course.

Senator Connolly (Ottawa West): Do you keep the cor-
porate income tax returns after you have extracted the
information you want?

Mr. Duffett: No. The Assistant Deputy Minister of
National Revenue, Mr. Herbert, is here and can explain
in detail what happens on their side, but what happens
is, as I understand it, that the forms come from the
regional offices to the head office in National Revenue.
On the way they pause briefly in the Bureau of Statistics
where they are kept in a locked cage and under special
security arrangements. We take from the forms the
material we require and these are then passed on to the
Department of National Revenue. Is that correct, Mr.
Herbert?

Mr. H. F. Herbert, Assistant Deputy Minister, Systems
and Planning, Depariment of National Revenue: Mr.
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Chairman, we are dealing with two separate things here.
First there are the arrangements with regard to corpo-
rate returns which have been in existence since 1965, as
Mr. Duffett has said. In the case of corporate material,
because they are relatively few in number, being about
350,000 or so in number, we receive two copies of such
returns from the taxpayers. One copy stays in our dis-
trict offices where it is the main vehicle for assessment
and dealing with the taxpayer from our point of view.
The second copy comes to our head office in Ottawa via
D.B.S,, and, while it is cn its way through D.B.S., they
extract the kind of financial and other data they are
interested in. That situation, as I say, has been running
for over five years.

Senator Connolly (Ottawa West): Does that include the

taking of the name, address and all the rest of it of the
company?

.Mr. Herberi: I think that in D.B.S. they have a file
with the name and address in order to follow up on their
responses. They have a master file on magnetic tape.

Senator Desruisseaux: Is
actual laws?

that permissible under

Mr. Herberi: It is provided for, senator, under the
Corporations and Labour Unions Returns Act. Now we
return to the new proposed legislation. In the case of
individuals, because they number now almost nine mil-
lion a year, and almost for the purposes of logistics, we
require only one return from the taxpayer. This is filed
directly to our data centre in Ottawa where we go
through the necessary procedures to verify the correct-
ness, and it is at this point, while it is in Ottawa briefly,
that staff in our building would extract the extra data
that D.B.S. are now seeking to get. The return would
then go back to our district offices as it has always done.

The Chairman: That is, the D.B.S. staff would do the
extracting?

Mr. He::bert: No, it would likely be our staff working
under their direction. Perhaps it would be supervised to
some extent by some of their key people who have to
make sure that what is being extracted is being done
properly. But the confidentiality of the returns remains
intact. We have a secrecy provision and D.B.S. have an
even more stringent secrecy provision, and I am aware of
no situation where any taxpayer’s affairs have leaked, if I

may put it that way, because of the arrangements we
have had.

Sgnatqr Mo_lson: .Would that information of individuals
be identified in going from National Revenue to D.B.S.?

Mr. Herbert: I would say that most of the information
that would go to t_hem would be in magnetic tape form,
aggregated, and unidentified as to any individual at all.

Mr. Duffeti: May I interrupt for a moment? Some of it
Wo_uld have to be identified for the reason that, if we are
going to use some of this information as a substitute for
some of the things we now get from small businesses, it

would be necessary to have the name of the enterprise in
order to combine it with what we already get from small
business firms. So some of it would have to be identified.

Senator Molson: That is small business. What about the
case of individuals?

Mr. Duffeit: In the case of individuals it is less neces-
sary. The Department of National Revenue already pro-
duces a pretty substantial tabulation of personal incomes.
We would hope to assist them to improve this. There
might be occasions on which we would need to have the
names of individuals —

The Chairman: Why would there be an occasion where
the name of the individual would be important?

Mr. Duffett: Frankly, I cannot think of an occasion at
the moment.

The Chairman: Neither can I.

Senajor Connolly (Ottawa West): But the authority is
there in the act now for you to do it.

Mr. Duifett: No, but it would be in the bill.

The Chairman: It is in the bill. It is not in the law
now, Senator.

Senator Connolly (Ottawa West): It is in the bill. That
is what Imeant.

Mr. Duffett: Another case, for example, where we
would not require names is in using income tax informa-
tion to study migration from one province to another. In
the present situation it is very difficult for us to deter-
mine the flow of people from one province to another
and, consequently, to make a good inter-census estimate
of the population. In that case we are just interested in
the number of bodies moving from one place to another
and, although it might be interesting to have information
as to the occupation and other facts of that sort, the
names of the individuals are of no concern.

Senator Molson: I do not see why you need the names
of any individuals from individual income tax returns. I
fail to see how that should be of any vital consequence to
D:B.S.

Mr. Duffeti: In general, I agree with you. On the other
hand one hestitates to make an absolute commitment on
something as important as this because there could con-
ceivably be a situation or circumstances in which we
wish to combine this material with other information we
had in the Bureau of Statistics in order to produce more
meaningful data.

The Chairman: What, for instance?

Mr. Duffett: For example if one wanted to take a
sample of census information, which gives a great deal of
information at quinquennial intervals about education
and occupation and so on, it might be desirable to make
certain studies which would combine the information
available with the information obtained for income tax
purposes and for that you would need names and
addresses.
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The Chairman: But going back to this question, you
Wwant to gather information, I suppose, as to various
classes of occupations and the income in those groups
and then to aggregate that?

Mr. Duffett: Ves.

The Chairman: You do not deal with the individual?
Mr. Duffett: No.

_ The Chairman: And having aggregated that informa-
tion, it has limited use.

If’h'- Dl{ﬁe}t: Perhaps it has limited use, but this is
What statistics are. They are aggregations of individual

I(;?turns, and the rules of the game are that you do not
isclose individual records.

asThe Chairman: But having got to that point of the
u;%"egate, I am trying to understand of what use and
er what circumstances it might be desirable that you

should get indivi Sdocnet :
xedpater ividual names and individual income

Mr. Duffett: Well, as I was mentioning before, this is
hecessary if you are going to blend records obtained from
National Revenue with those of the D.B.S. I mentioned
this in connection with small businesses.

The Chairman: But we are talking about individuals.

Mr. Duffett: Right. In the case of individuals, we obtain
a great deal of information, as I mentioned, through the
¢ensus, and it might be desirable to take a sample of
persons from a census and feed in certain additional
Information which would come from income tax returns.

The Chairman: But on a census return you do not get
a statement of a man’s income, do you?

Mr. Duffett: Yes, we do. But this is not what I was
referring to. There are other characteristics which we
1t_aarn from the census. There is information about educa-
tion and occupation and the numbers of dependents.

) Senat.or Everett: Mr. Chairman, is this checking to see
if the information given on the census is correct?

Mr. Duffett: This might be of some interest to us, but I
might say that it would not be of interest to the Depart-
ment of National Revenue because the flow is one way.

§enator Evereti: The Department of National Revenue
might not be interested, but you, given certain returns
from the census, might well use those returns with the
Income tax returns to check the accuracy of the returns
glven by the census. .

~ Mr. D_uffeﬂ: Well, for example, if we felt that the
information on taxi drivers’ earnings as submitted to one

or the other was low, a comparison might be interesting
and useful.

_ Senator Evereit: But you were saying also you would
like to check occupations and the number of people in

the household. Why would you want to use the tax
return to check that information?

Mr. L. E. Roweboitom, Socio-Economics Statistics
Branch, Dominion Bureau of Statistics: It is not so much
a question of checking, but a question of the adequacy of
the questions asked to obtain information about occupa-
tion. This is an exceedingly difficult statistic to compile,
and depending upon how you ask questions concerning
occupations, you will get quite a wide range of answers.
The way in which the questions are asked determines the
validity of statistics of occupation. It is a very difficult
question for an individual to respond to, and if you ask
me what my occupation is, I may say that I am a civil
servant which really is not my occupation but is the
industry in which I work. The possibility of determining
the way in which householders are able to cope with
questions about occupation when asked one way and
when asked another way is an important possibility in
improving the way in which both we and the Department
of National Revenue might formulate the questions we
ask concerning occupation.

Another possibility, and my colleagues can correct me
if I am wrong on this, of its importance as a way in
which we might use the individual information, is that
the Department of National Revenue is not concerned
with the publication and calculation of statistics concern-
ing family income, whereas from economic and sociologi-
cal viewpoints and the structuring of government policy
that income available to the family unit is a very impor-
tant determinant and most of the DBS income statistics
which we now compile from sample surveys relate to the
family, and the possibility of using National Revenue
information to compile family income statistics is an
important addition.

Senator Everett: But don’t you ask those questions on
the census? You say you get income information on the
census, but don’t you ask those questions on a family
basis?

Mr. Rowebottom: But the census is only once every ten
years, and income statistics derived from the census
become available only once every ten years.

Senator Everett: But here you are talking about using
specific names and terms. Surely in compiling informa-
tion in the years between the census you would be using
the general information and there would be no need to
have the individual names.

Mr. Roweboitom: The point I was trying to make was
that to construct family income we would need it. The
fact is, and I cannot think of an exception, that all our
statistics that we publish are based on individual returns
of one kind or another, and our whole business involves
the additional aggregation of additional information,
which is private to the individual who supplies it to us,
into statistics which are very important describers of
economic and social conditions and which do not reveal
anything about the individual on which the statistics are
based. That is the whole process.
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The Chairman: It occurs to me that statistics that
National Revenue put out quite often are out of date. We
had reason to study the latest ones available to us when
we were conducting hearings on the White Paper and
they were for 1967. Now in that you are given groupings,
classes, such as doctors, lawyers, engineers and you are
given the numbers, but you are not given the names, of
course, and they do strike the average income related to
that classification. Now what more is it that you want?
Why are not those statistics good enough for your
purpose?

Mr. Duffett: Well, they are good and they will contin-
ue, and I hope that when we can go to National Revenue
and study with them individual forms and methods of
improving individual forms that these will in fact become
better. The Department of National Revenue is, however,
not a statistical agency. It is an administrative agency; it
assembles certain material up to a certain degree of
detail and sophistication. Pure statistics is more con-
cerned with the analysis and interpretation of material,
and it is probable that we will utilize this power to come
a good deal closer to income characteristics and so on in
this way.

To answer your query more directly, there is the point
that has been mentioned by Mr. Rowebottom, that for
many purposes family income statistics are necessary. We
would like to be able to combine the material from
}\Iational Revenue in order to prepare statistics on
incomes of families.

The Chairman: I am just wondering, will there not be
a duplication? What you are really saying is that the
National Revenue takes the bare statistical study along to
a certgin end which suits them, and then you come along
and pick it up. Why do we need two agencies doing it?

Mr. Duffe’t: I can say that our relations with National
Revenue are sufficiently close that I think duplication is
e?ctremely unlikely. There was the possibility of duplica-
QOn, .for example, when we obtained access to corpora-
tion income tax returns. The Department of National
Revenue prepared something popularly known as the
Green Book,_which was a study of corporation incomes.
In that particular case this job was transferred to the
bureau and the bureau now does this. I do not think,
howevgr, that in this case we would take over the per-
sonal income tax studies they do. We would do certain
things, they would do certain things, and I am quite
satisfied they would not be the same things.

Senator Fvergﬂ: What do you mean by saying that
your relationships with the Department of National

Revenue are sufficiently close? Could you enlarge on that
and tell us how close they are?

Mr. Duffett: We see people in the Department of
National Revenue very frequently: we work with them
very closely. We do not at this point exchange informa-
tion on personal records.

Senator Everett: You do not?

Mr. Duffeit: No.

Senator Everstt: Is it your intention, if this legislation
goes through, that you will?

Mr. Duffett: In a one-way sense, in that we will have
access, as has been described, to income tax information
on individuals for the purposes we have been discussing.
It should be pointed out, however, that this is a one-way
street. The Department of National Revenue understands
and accepts the fact that information which we obtain is
covered by the Statistics Act and cannot be made availa-
ble to them.

The Chairman: Are you satisfied that this will not
create a duplication which will cost the taxpayer more
money?

Mr. Duffett: I am satisfied. In fact, the present bill
contains one additional duty that was implied before but
is now specified, and that is that the duty of the Domin-
ion Bureau of Statistics is to endeavour to avoid
duplication.

Mr. Herbert: I wonder if I could respond to the sena-
tor’s question about the relationship between National
Revenue and D.B.S. I would not want the impression
left that we have some cosy information exchange
arrangement. We have in fact never been able to get any
information out of D.B.S. That is point number one. Our
relationships are very close in this way. We rely upon
their sampling experts, for instance, to help us design our
own samples, not only for producing statistics but for
other work we do. We have a close relationship with
them in the passing of aggregated data from our Green
Book material, which they wish to manipulate and use in
other ways for their production of national accounts and
so on. There is a continuing relationship because there is
a relationship with corporation returns.

Senator Everetii: Both comments relate to the flow of
information from the bureau to National Revenue. I am
more interested in the information that goes the other
way, from National Revenue to D.B.S. Would you care to
comment on that? I know you are talking about the
Green Book, but would you care to comment further on
that? Do you consider yourself an agency of D.B.S.?

Mr. Herbert: No, only in this sense, that the Govern-
ment has established the Dominion Bureau of Statistics
as a statistical agency of government, and when requests
come from the private sector or from provincial govern-
ments, from research workers to D.B.S. concerning the
compilation of some kind of special statistical run on
taxes and income, they are the group that will come to us
and ask, “Can you run your computer and produce this
compilation”, which will often have some bearing on the
kind of thing now in the Green Book. But never is any
information about any single taxpayer ever passed.

Senator Evereti: Under this bill there could and proba-
bly would be.

Mr, Herberi: Under this bill the sampling experts of
D.B.S. would probably want to look at individual returns
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in order to construct the kind of data they want us to
pass to them, usually in magnetic tape form.

thst:nator Everett: Do not you feel uncomfortable about
at?

Mr, Herberi: No. We have had five years experience
now under the system involving corporation material,
and I can recall no instance of any taxpayer complaining

or saying that the affairs of his corporation had ever
leaked.

Senator Connolly (Ottawa Wesi): Can 1 carry this a
-Ste_p further? Under the bill, as Senator Everett has
pointed out this morning, detailed information under an
?greement with the province can be passed on by D.B.S.
o the province. Would that also include this particular
kind of information that we are now discussing?

thMr. Duf?en: No, it would not. Clause 16(3) (a) specifies
at any information we obtain from a department of
government cannot be further utilized without their

express permission, and I am sure that permission would
not be forthcoming in this case.

Senator Connolly (Oitawa West): Why?

Mr. Duffett: Because they do not wish, I assume, to

h-a‘fe inCOme tax i i y ini
: mformatlon used be, Ond ihe Domlnlon
Bmeau Of Statistics.

Wfae:ator Connolly (Ottawa West): What you say and
0 (‘ichey say now depends upon the attitude of the
o, ;fual, the ‘approacp of the individual, to existing
g thp existing law is broadened and we do not have

nsc1entlou§ public servants like yourself and the people
you deal with in National Revenue doing it this way,
undey_ the law it could be completely wide open and the
provinces could, as I understand what you are telling me,

get an individual’s i
s income tax returns as well as corpo-
rate returns.

Mr. Herbert: The provinces for which we collect taxes
which are nine out of ten, now have full access to ana;
retum if they wish. They do get data from us, and each
province gets a magnetic tape each year of its particular
taxpayers, their incomes and names.

Senator Connolly

(Ottawa West):
answer.

That is a good

Mr. _Herbert: We are only agents for them in the
collection of their taxes. These are their returns.

The Chairman: Mr. Herbert, the thing bothering me
was that if you deal with individuals and D.B.S. now
goes to the individual returns and gets the names and
incomes, the amounts, this is all information that you
aggregate by classes now. They are coming in under your

study and your computerizing and i i
o e, g and aggregating of income

Mr. Herbert: I think what Mr. Duffett said was that in
a very few cases they may wish to accept the actual
name more for long range purposes and identification in

some of their own records, than for any interest in the
name itself.

Mr. Rowebottom: I think it would be fair to generalize
on this. The D.B.S. collaborates closely with many gov-
ernment departments and uses their records which under
the law are available for statistical purposes. We collabo-
rate now closely with national revenue for the production
of statistics which are not done by national revenue.
Most of the statistical production will continue to be done
by national revenue, but the possibility of our collaborat-
ing with them more closely would be substantially
increased if we were allowed to look at individual
returns for statistical purposes.

We were talking a moment ago about the flow of
information from national revenue to D.B.S. We have a
flow now of individual imports and export invoices from
national revenue to D.B.S. for the purposes of compiling
important export statistics. This is the only instance Iam
aware of—it is the only instance—where any information
comes from national revenue. But we do have access and
we do work with the individual export and import
invoices and this access is provided under the law and by
Governor in Council.

The Chairman: We were asking you the uses or the
purposes and the point served by having access to
individual returns. You mentioned some study on family
income?

Mr. Rowebotitom: Yes.

The Chairman: If you look at the income tax returns,
about the only source of family income study there
would be are the returns filed by married people on the
basis of a single person—in other words, they are not
entitled to the marriage rate.

Mr. Rowebottom: That is correct.

The Chairman: So that would be the only group, the
only combination of tax returns, of individual returns.

You have married returns of single persons, single
persons who have certain dependency deductions, mar-
ried persons who file as married persons and get exemp-
tion, and that must be on the basis that that is family
income. Then you have a married person who files as a
single person because his wife has an income over and
above the permitted amount. You do not need to look at
all the income tax returns to get information on the
family unit. You need only one grouping.

Mr. Rowebottom: I think you would have to bring
together the individual tax returns which do comprise
the family unit.

: The Chairman: Because the income tax division now,
in its statistics does that. We are able to extract from
that, all these groupings that I am talking about.

Mr. Rowebottom: My colleagues can correct me. My
understanding is—

The Chairman: We have material filed illustrating all
the different groupings that I have mentioned to you this
morning. So it is there in some form. Certainly, we do



1:14

Banking, Trade and Commerce

28-10-70

[Text]

not profess to be geniuses but we were able to have it
extracted for us, without any assistance from the Income
Tax Division.

Senator Lang: Presumably a married couple who
would have children under 21 could have them getting an
income and not claim it as a deduction by the spouses.
That would not show on the return.

Mr. Roweboitom: The methodology of that is fairly
complex but it does involve bringing together tax returns
which comprise the family unit beyond those which are
currently brought together.

Senator Hays: In the field of agriculture, what infor-
mation would you be receiving under this proposed legis-
lation, that you are not receiving now? D.B.S. sends out a
questionnaire to each agriculturalist in Canada. What
will you be receiving that you are not receiving now?
What will be the additional cost to the agriculturalist as

a producer? What will he have to do that he is not doing
now?

Mr. Rowebottom: I cannot think of anything. Nothing.
The possibility of his doing less is the important possibil-
ity. I quite frankly confess not to know with precision
ways in which current surveys, which we now take from
the agriculturalist, could be replaced by the returns of
national revenue. But that is a distinct possibility. And,
looking in the years ahead, over the next ten to twenty
years, it could become a very substantial possibility. I can
conceive of no way in which this bill could increase the
reporting responsibilities for farmers.

Senator Hays: So the possibility would be that he
would have less to report?

Mr. Rowebottorn: That is correct.

Sgnator Hays: What countries have an act now on
their books and what countries do not?

Mr. Duffett: A statistics act?
Senator Hays: A similar act.

Mr. Duffett: Almost every country that I can think of
has a statistics act. Even very small countries like Trini-
dad, Barbados, Guyana and Ghana have a statistics act.
In'a sense, perhaps, this is more important in the devel-
oping cquntries, because most of those countries are
engaged in various kinds of economic planning. In order
j;o do thl'S, they require information. In order to get the
information they have statistics acts. Virtually every
country I can think of has one.

Senat'or‘Hays: ;s this bill patterned almost the same as
the statistics act in Great Britain and the United States?

Mr. Duffett: They tend to be slightly different. They
contain the same elements but may tend to be a little
different, because in the United States you have a frag-
mented system, a system in which the Bureau of the
Census, the Bureau of Labour Statistics, the Department
of Health, Education and Welfare, the Department of

Agriculture, all collect statistical information. The legal
foundation for that is usually built into their own acts.
Virtually every act in every country has two important
characteristics—one is an obligation to report to the
statistics office, but there is a counterpart, that is the
promise of secrecy, which means that when an individual
or a farmer does report, he is assured that the
information will not be used against him. So there is this
in common.

Senator Hays: Are there clauses in this bill being
introduced which are not in the act in the United States?

Mr. Duffeti: Not that I am aware of. For example, the
Americans have had access to income tax statistics for
quite a period of time. The statistics acts of the provinces
in Canada are gradually coming closer to this form. The
acts of the Province of Quebec and the Province of
Alberta are very similar. The one in Quebec is, I think
modelled on this.

Senator Hays:
before?

Mr. Duffeti: We have had this act. This is simply a
revision really of the existing act. It is an extensive
revision, so it becomes a new act. It has been in existence
since 1918, when the Bureau of Statistics was formed.
The act passed in 1918 was an assembly of bits of legisla-
tion scattered through different departments.

So why have we not had this act

Senator Hays: So this is tidying it all up?
Mr. Duffett: This is tidying it up.

The Chairman: Do you prepare statistics on grants
made to students to pursue university studies, to get
special degrees such as a Ph.D., and things of that kind?

Mr. Duffett: We have an education statistics division in
the Bureau of Statistics, which comes under Mr. Rowe-
bottom. Perhaps he would care to say something.

Mr. Rowebottom: We do periodically compile a publi-
cation called “Awards for Graduate Study”, which
describes the nature of the awards which are available to
students for pursuing post-graduate work.

The Chairman: Do you specify it under the heading of
the nature of the graduate study that is to be pursued?

Mr. Rowebottom: My recollection is that there is a
classification of the awards by subject of the study.

The Chairman: All you do, however, is compile them.
Mr. Rowebottom: Yes.

The Chairman: The authority by which the grant is
made exists elsewhere.

Mr. Rowebottom: Entirely. This is a compendium of
awards that are available. It is merely an information
function that we are performing—which is, of course, our
total function.

The Chairman: When you are getting even the
individual information from National Revenue, you get it
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at the stage of the individual reporting. You do not get

the results of the action by the department in making the
assessment.

Mr. Rowebottom: Not at all.

. The Chairman: Whether that increases or decreases the
Income figure,

Mr. Rowebottom: Well, yes.

The Chairman: You do not get that information?
Mr. Rowebottom: I would assume not.

The Chairman: Is that correct, Mr. Herbert?

Mr. Herbert: Yes, Mr. Chairman. Even the statistical
data which we extract for our Green Book is only based
}:}?OH the return after it has had that quick assessment

at we do at the data centre. All of the changes to
returns that are made as a result of audit or as a result
gf other. action appear later in other kinds of statistics

ut not in the Green Book. It is such a small percentage
of the total that it is not significant, although it may not
Seem that way to the individual taxpayer.

vi;rvt’e Chairman: An individual might have a different

Mr. Herbert: Yes, Ithink he might.
The Chairman: He might think it was very heavy.

p Senator Gélinas: Mr. Chairman, would it be possible
or the Department of National Revenue to supply data
or statistics required by D.B.S. by computer instead of

having to go to the files of the individuals to get the
Information they request?

3 Mr. Herbert: With respect to the kind of data that the
-B.S. data centre now gathers under the Corporations
and Labour Unions Returns Act, the only way we could
bass that to them by computer is if we were to do the
extract work, and a lot of this material is of no interest

%o us whatever for income tax purposes, and this is why

the return flows through them.

Mr. Duffett: There is a point, though, that in the case
of personal income tax returns it is altogether likely that
the information which would be extracted for the use of
D.B.S. would be on magnetic tape.

Senator Everett: Clause 10, subclause (4), reads:

(4) Where any information, in respect of which an
agreement under this section applies, is collected by
Statistics Canada from a respondent, Statistics
Canada shall, when collecting information, advise the
re;pondent of the names of any statistical agencies
Wltl} which the Minister has an agreement under this
section and to which the information received from

the respondent may be communicated under that
agreement.

What happens in the case of a statistical agency that
collects that information—the information is already col-
lected, but you have an agreement to pass it on to a

province? That statistical agency could presumably have
collected the information without informing the respond-
ent. They would not be required to do so under the act.

Mr. Duffetti: I am not quite sure of the picture you
have in mind. The sort of thing intended here is that a
province, having, in accordance with the specifics above,
acquired an acceptable statistics act, would approach us
for a joint agreement of this kind. If their proposal was
acceptable, an Order in Council would be passed. Under
these circumstances common forms would begin to be
used and on the form it would say that this information
was being collected for the benefit of the Dominion
Bureau of Statistics and for the Bureau of Statistics in
the province of “X”. This is what this act says. It says
that the respondent must know that the Bureau of Statis-
tics in his province is a party to the arrangement.

Senator Everett: That is correct, but let us deal with
the Department of National Revenue, for example. They
might want to pass on information.

Mr. Duffeti: This clause refers only to statistical agen-
cies of the province. Under clause 10 (1) it says that the
minister may enter into agreements with the government
of a province for the exchange with, or transmission to, a
statistical agency of the province.

Senator Evereit: Right.

Mr. Duffett: So that the two parties to this are the
Dominion Bureau of Statistics and the statistics office of
the province. The Department of National Revenue is not
a party to it.

Senator Everett: Let us assume you want to get infor-
mation from a respondent. You are required by that
clause, are you not, to inform him that that information
is going to be transmitted to the statistical agency of the
particular province?

Mr. Duffett: That is correct.

Senator Everett: But if you are using information, if
the information you are transmitting is information that
was obtained by another department of the federal Gov-

ernment, then presumably you would not be able to
follow—

Mr. Duffett: Subparagraph (4) here envisages and
applies, I think, only in the case of information obtained

by an individual. Let us say, a company in the province
of Quebec.

Senator Everett: I am sorry, I do not understand your
reply.

Mr. Duffett: What happens under this particular clause
is that the information is being obtained by an entity, an
individual or a company in a province. This individual
receives a form on which it is stated that this informa-
tion will be used by the Dominion Bureau of Statistics
and the statistics office of the province of, for example,
Quebec.

Senator Everett: The information is obtained by that
person or from that person.
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Mr. Duffeti: From that person, yes.

Senator Everett: You are saying in clause 10 (1) that
the fact that the minister can enter into an agreement
with a province to transmit applies to any specific statis-
tical inquiry.

Mr. Duffett: Yes.

Senator Evereti: It would seem that you could transmit
to a province information, for example, on individual tax
returns under that agreement.

Mr. Duffett: I think not.

The Chairman: Subclause (2) may have some applica-
tion, Senator.

Senator Everett: It may well.

Mr. Rowebotiom: Perhaps it would help if I were to
illustrate the sort of arrangement which is contemplated
under this clause.

Senator Everett: I think we know the sort of arrange-
ment contemplated, Mr. Rowebottom. We understand the
sort of arrangement. We are now talking about the legal
sufficiency of the act. In other words, whether it is prop-
erly drafted. It is required under clause 10, subclause (4)
that the respondent be informed, and any information
that he gives may be passed on to the provinces under an
agreement between the minister and the particular
province.

Mr. Rowebottom: That is correct. May I add this
qualification, however, that in this situation and under
this agreement the respondent is in effect providing the
information to both agencies—both, for example, the
Quebec Bureau of Statistics or the Alberta Bureau of

Statistics and the Dominion Bureau of Statistics at the
same time.

Senator Everett: Is there anything in clause 10, though,
that says that is the fact? That is your intention, but is

there anything in clause 10 that says that that is actually
the fact?

Mr. Rowebottom: Yes,

Senator Everett: Is there anything in clause 10 that
would preclude you from entering into an agreement
with the province to provide the province with the spe-

cific information collected, say, by the Department of
National Revenue.

Mr. Duffett: There is in fact section 16(3)(a) which is
the secrecy plz:luse. It specifies that information collected
by the Dominion Bureau of Statistics shall be passed on
only to. the .extent agreed upon by the collector thereof,
which in this case would be the Department of National
Revenue which retains control over the information.

Senator Everett: But if National Revenue agreed to
pass it on, what then?

Mr. Duffett: Well, there are two considerations here.
The first one is as Mr. Herbert has pointed out that the
provinces already have this information.

Mr. Rowebotiom: They are prohibited from using the
information from tax returns for any purposes except the
administration of income tax.

Senator Evereti: The point is well taken, but first of all
you are already passing on that informatin if they
request it, and secondly they are very hobbled in the way
they use it. I am not necessarily dealing with National
Revenue although I am using that as an example. What I
am saying is this; I can envisage under this clause a
situation where a department of government like Nation-
al Revenue can obtain information from a respondent
without informing the respondent it was going to be
passed on and then the federal authority could enter into
an agreement with the provincial authorities to pass that
information on so that clause 10(4) could not be complied
with.

Mr. Duffett: I think we have traced this one down.
Subsection (4) refers to statistics collected by Statistics
Canada—collected by what is now the Dominion Bureau
of Statistics, and we do not collect income tax statistics.

Senator Everett: So what you are saying for the record
is that the only information that could be passed on to
the province is that information that is collected directly
by Statistics Canada from respondents.

Mr. Duffett: Yes.

Senator Everett: And any information collected by the
proxy of anybody else is not available to be passed on to
the provincial authorities.

Mr. Duffett: Not under this clause.

Senator Evereti: Is there any clause in the bill, and I
want this on the record, that would permit you to pass on
information obtained by proxy?

Mr. Rowebottom: May I say that we could not do it
because the respondent would not know we were doing
it, and the law says he has to know.

The Chairman: Well, Mr. Rowebottom, if you stop
right there for a moment; there is a further limitation
and that is as to the type of statistical information that
may be the subject matter of such an agreement. I mean
the province, for instance, must have the right to collect
that information itself before it can be the subject matter
of an agreement with the Dominion.

Mr. Rowebottom: Yes, and if I may generalize on this
point, whenever any information comes to the Dominion
Bureau of Statistics from some other originator—and we
do receive a great deal of such information, some of
which is very personal, and a large proportion of it
comes from the provinces, from registrars of birth,
deaths and marriages, from police officers, courts, mental
institutions and, of course, from federal agencies too,
such as the import and export invoices which are
referred to—the bill says, and it is very explicit on the
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point, that in no instance may D.B.S. pass such informa-
tion to anyone without the agreement and consent of the
original collector, and if anyone came to us and said “We
would like information which you derived from some-
body else,” we would ask them to go back to that person
who supplied it to us, say a registrar, or Health and
y‘Velfare, or the Department of Agriculture. We would say

You go and talk to them and if they will provide L&
\_»futh a written statement saying ‘We would appreciate it
;b?n, our behalf you would make such information avail-
e e’ we will do it,” .b}lt in that instance we are clearly

1 agent o; the originator and we would not do it
without their precise instructions.

Senator Everett: Looking at clause 29 which is the
penalty clause, can you tell me whether clauses 29 and 30

‘t’zl‘y from the wording of the corresponding sections in
e present Statistics Act?

likMrI. Duffett: I think they are almost identical. If you
e I can read you the section in the present Act. It is

;gct’}on 35 of the present Act. They are identical except
r the amount of the fine.

The Chairman: They appear to be.

inl"‘;l'-ulxiowebot.tom: Yes, they are identical. Imprisonment
in oth cases is for three months but the fine has been
creased from $100 to $500.

nu.:‘r?]: Chairman.: Let us clarify that by giving the section
whahs ers. The witness has correlated clause 29 of the bill
section 35 of the present act.

thzenatcsr Everett: He states they are identical except for
amount of the fine, but is the same true of section 30?

The Chairman: Clause 30 i ’
: of the bill would appear t
relate to section 36 of the act. e

Senator Everett: Is it identical?
The Chairman: Again the penalities are increased.

ac:dr. Duf:[et_t: C}ausg 30 of the bill and section 36 of the

e di_zée, I think 1dept1ca1 except for the fact that the fine

;. ik erer}t._ The minimum fine has been dropped. There
as a minimum fine in the act.

Senai?r Everett: And is clause 21 identical to the cor-
responding section?

Fo?ii;nowemnom% Excuse me a moment, Mr. Chairman.
iy e recprd I think it should be made clear that clause
is identical except that a minimum fine is no longer
compulsory. That has been dropped.

Senator Everett: I think Iunderstand that.

sa'r(’i[r}:-, Duffett: May I make a correction to what I have
05 efore. Clause 30 of the bill is not absolutely identi-
3 . The wo;‘d “department” has been inserted in addition
“0 corporation. In the old act there was reference to
daccess to documents of corporations”. In this case
epartments of government have been added.

RBanking, Trade and Commerce L1

Senator Connolly (Ottawa West): That in effect is the
one that refers particularly to the tax department.

The Chairman: That is right.
Mr. Duffett: Well, to all departments.

Senator Connolly (Oftawa West): It would refer to all
departments, but our primary concern this morning has
been in connection with the tax department.

Mr. Duffett: It is a broader issue than that though. It
gives us the legal basis for obtaining information from all
kinds of government records. It is quite important to the
act. There was an inquiry about clause 31?

Senator Evereit: Clause o

Mr. Duffett: Clause 21 in the new bill represents a
consolidation of a number of statistical fields that were
mentioned throughout the previous act. It consolidates
about six or seven sections.

The Chairman: The main one being section 32.

Mr. Duffett: Section 32. I think it is important to
realize that section 21 of this bill, which is a list of
statistics we may produce, is really illustrative, because it
says that we may collect statistics on “a]l or any of the
following matters”.

The Chairman: It says more than that, Mr. Duffett.

Mr. Duffeti: Yes, “any other matters prescribed”.

The Chairman: It says:

any other matters prescribed by the Minister or by
the Governor in Council.

Mr. Duffett: Yes.

Senator Everett: It starts without limiting the general-
ity of the foregoing. However, I think we use the ejus-
dem generis rule. Is it your view that anything not
included in items (a) to () would require the authority of
the Governor in Council?

Mr. Duffeti: Or the minister.

Senator Evereti:
Council.

The minister or the Governor in

Mr. Duffett: Item @) specifies:

any other matters prescribed by the Minister or by
the Governor in Council.

Senator Everett: Is it your view that to obtain details
of statistics not included in items (@ to ¢ you would
have to have such authority?

Mz, Duffett: Mr. Pratt, who is the departmental solici-
tor, is here, and perhaps it would be more appropriate
for him to comment on this.

Mr. D. D. Prait, Depuly Director, Legal Services,
Department of Industry. Trade and Commerce: You are
referring to paragraph (W in clause 21?
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The Chairman: Yes, that is correct, is it not, Senator
Everett?

Senator Everett: I am sorry, I was using paragraphs (a)
to (). It should be (a) to (t). That is correct, I am
referring to paragraph (u), and the preamble to the
clause.

Mr. Duffett: I think the question is whether we could
inquire into items other than those mentioned here with-
out the formal prescription by the minister or the Gover-
nor in Council in accordance with paragraph (.

Mr. Pratt: As I understand it, the intention is that you
can require any other matter with the approval of the
Governor in Council.

Mr. Duffeti: Or the minister.
Mr. Pratt: Or the minister.
Senator Hays: It covers the waterfront.

The Chairman: I think another way of putting it is if
you took paragraph (f), which was referred to, concern-
ing immigration and emigration, anything that relates to
that subject matter may be inquired into by the depart-
ment on its own initiative and under the authority of this
clause. It would only be a subject matter that is not
enumerated.

Mr. Prati: That is correct.

Senator Everett: But if the subject matter were not
enumerated would the words “without limiting the duties
of Statistics Canada” require the authority of the minis-
ter or the Governor in Council?

Mr. Pratt: I do not really understand the question.
Senator Hays: Use an example.

The Chairman: Pollution.

Senator Everett: The list is so wide that I do not think
you could find anything not included in it.

The Chairman: What about ecology?

Senator Everett: I am sure ecology is there somewhere.
Assuming for the moment ecology was not there and you
wanted to get some statistics on ecology, do you feel that
the power in clause 21 would be sufficient to permit
Statistics Canada to ask for information, or do you feel

they would have to go to the minister or the Governor in
Council to get authority?

Senator Connolly (Oitawa West): Let us take a practi-
cal example. Let us take the number of chemical firms,
pulp and paper firms, companies in that category, that
are actually putting waste directly into rivers, lakes and
other bodies of water. Would you get that without invok-
ing paragraph (w)?

Mr. Rowebottom: No.

Mr. Duffeti: Probably not. I suppose it might come
into health and welfare.

The Chairman: Or water utilities.
Senator Connolly (Otitawa West): Is that there?

The Chairman: Yes. Mr. Pratt, maybe you would agree
if you look at clause 3 as well as clause 21, clause 3
provides the area within which the authority of D.B.S.
can operate.

Mr. Prati: Yes.

The Chairman: Its study or its inquiry or search for
information under clause 21, under any of it, would have
to fit within the boundaries prescribed under clause 3.

Mr. Prati: You are not limiting the duties under clause
3, but as I understand it there is no intent for any change
from section 32 of the present act.

The Chairman: No.

Mr. Pratt: It would permit an inquiry into any sub-
jects, with the approval of the minister or the Governor
in Council.

The Chairman: There is a limitation on you as well, I
would think, such limitation as clause 3 imports.

Mr. Pratt: In the field of statistics?

The Chairman: Yes.

Mr. Pratt: In the scope prescribed in clause 3.
The Chairman: That is the broad limiting section.
Mr. Pratt: I think that is correct.

The Chairman: Any other question?

Senator Isnor: This perhaps has nothing to do directly
with the bill, I was wondering if Mr. Duffett would put
on the record his budget for 1970.

Mr. Duffett: For 1970-71?
Senator Isnor: Yes.

Mr. Duffett: The total amount is $38,421,000. This
includes an amount of $5,220,000 for census purposes, the
preparation of the census. The reason I cite the census is
that it is something that fluctuates from one time to
another.

The Chairman: What is the increase as against the
previous year?

Senator Isnor: That was my next question.
Mr. Duffett: Before the census or after?

The Chairman: What figure for 1969 would relate to
the figure you gave of $38 million?

Mr. Duffett: $32,393,000.

The Chairman: Is the $5 million for the census includ-
ed in the figure of $38 million?
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Mr. Duiffett: Yes.

The Chairman: So you are pretty well holding your-

iri}a":s to your expenditures or estimates of the previous

 Mr., Duffett: If you remove the census, there is still an
increase.

The Chairman: Not very much.

i Mr. Duffett: Not a great deal. For 1970-71, ex census,
008"’3’; $33,201,000, and the previous year it was $29,146,-
000. The increase of course covers a number of things,
including salary increases.

tioSena‘ior Hays: With this additional access to informa-
n will you be able to reduce your budget?

st::-:- Dutffett: It has been suggested to us that we should
with agriculture, but we have resisted.

sh;?e Chairman: It may be that one of the statistical
ies that should be made in the compilation of infor-

mation would be a study on .
ways an
y . y ys d means of reducing

er. Duffett: A study is made annually within the
eau of Statistics, I can assure you, on that subject.

The Chairman: I am giving it a broader connotation

';;:th that. T mean, every place where public money is

WM;. Duffett: I am not sure that a bureau of statistics
ould be qualified to do that.

an.ghe Ch&irm}n: There could be a comparative study
s an analysis as to the things that cause changes and
at are the elements whih enter into them.

Mr. Duffett: It could apply...

The Chairman: You have not undertaken that yet. It

may be we could add that clause to the bi
vy Bl e bill as one of

fetste‘?ator Connolly (Ottawa West): 1 would like Mr. Duf-
i 0 comment, first of all, on the secrecy provisions as
thi}'bé_li’fect people in the statistics field and will, under
ey s bill counterpart the secrecy provisions that apply to

e Department of National Revenue. I would just add
one further suggestion, that he might also let us know
whether or not the use of the magnetic tapes and the
:ﬁmpute;s in any way opens the door to a broadening of

e receipt of information by people who perhaps would
not be authorized to have it and who may not be covered
by the secrecy oath—if there is such a thing.

Mr. Duffett: Perhaps I can refer to the second question
ﬁr.st.'InforInation on magnetic tape is entirely processed
within the Bureau of Statistis. We have our own com-
puter centre. Computer centre employees, and employees
of the Bureau of Statistics in every respect execute the

same responsibility as this, and this material is entirely
processed within the D.B.S.

Senator Connolly (Oitawa West): In other words, you
have a data bank there and that data bank is for you
alone and no one else has access to it?

Mr. Duffett: That is right.

Senator Connolly (Ottawa West): What about the data
bank which the Department of National Revenue, Taxa-
tion, has? Is it in the same category?

Mr. Herbert: We are in a corresponding situation. All
our employees are sworn to secrecy under the Income
Tax Act and all our computing process is dealt with in
our own system by our own employees.

Senator Connolly (Oitawa West): And no one else has
access to the data?

Mr. Herberi: No.

Senator Connolly (Oitawa West): And it does not hook
up to any other data system?

Mr. Herberi: No.

Senator Connolly (Ottawa West): Any system that
transmits information? 4 :

Mr. Herbert: No.

Senator Connolly (Oitawa West): Is there any technical
way in which this can be done? We hear talk about
infiltration in high places, public organizations. Could
there be infiltration into your data bank by some techni-
cal method?

Mr. Herbert: I have read one or two articles dealing
with national security in the United States, where they
were concerned about exotic methods by which spies
could tap a line—where they tap a telephone line and
draw the data off. We are not on any interception lines.
There are no lines coming into our computer that would
allow that.

The Chairman: Do you run tests or studies or surveys
for the Department of Finance?

Mr. Herbert: We run tax models.

The Chairman: I am thinking of information in connec-
tion with the White Paper.

Mr. Herberi: We have a tax model computer which is
a magnification of any identified tax data in it, which we
run off on our computer or on another computer in
Ottawa, by a company, on the basis that there is no
personal information and no possibility of leakage.

The Chairman: They are an aggregate of the classes.
Mr. Duffett, what about the additional information that is
required now under Bill C-4 that was passed in the last
session, the Canada Corporations Act? This information
will be returned to the Department of Consumer Affairs.
will you get it from the Department of Consumer
Affairs?

Mr. Duffett: No. There is no connection at all between
our operations and the operation of that bill.
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The Chairman: Under this bill you can get it by agree-
ment, can you not?

Senator Connolly (Ottawa West): It is another depart-
ment of government, and you can ask for it.

Mr. Duffett: In fact, we already have entirely satisfac-
tory information under the Corporations and Labour
Unions Returns Act ,much richer than that.

The Chairman: There is not much secrecy about it in
your department unless the way in which you put it
forward, when the same information is filed in another
department and open to the public.

Mr. Duffett: The information that is filed under the
Corporations Act, of course, would apply only to a fed-
erally incorporated company.

The Chairman: That is right.

Senator Connolly (Ottawa West): I think you said ear-
lier that your secrecy requirements are more strmgent
than those of National Revenue. Is that so?

Mr. Duffett: This is a statement by Mr. Herbert.

Mr. Herbert: The penalties are somewhat higher.

- Senator Connolly (Oitawa West): The penalties against
people divulging information?

Mr. Herbert: That is so.

The Chairman: Have you had instances where you
have had to apply penalties?

Mr. Herbgrt: No sir.

The Chairman: Or where you have applied them?

Mr. Herbert: My knowledge is from 27 years of
National Revenue work. No information leak, and no
prosecution for leak. We strengthened the act a few years
ago, when we suddenly realized that the secrecy provi-
sions did not embrace people who had left our employ-
ment. We have extended it now to them as well. We did
once attempt to introduce some partnership basis in
regard to tax appeal cases and we were roundly ticked
off by the chairman, where one partner did not agree
with the other as to the shares of income. That is the
only instance I know of of that kind of leakage.

The Chairman: You have people who worked in the
department and leave the department and may practice
in this same general area. Is your oath such that it still
covers them and that they have responsibility to observe
secrecy?

Mr. Herbert: The law now says that if they disclose
any information they obtained while they are in our
employ, they can be prosecuted.

The Chairman: Honourable senators, are there any
other questions? Are you ready to.report the bill? Shall I
report the bill_ without amendment?

Hon. Senators: Agreed.

The Chairman: Honourable senators, could I have a
motion from the committee. We printed 12,000 copies of
our report on the White Paper and we have less than 200
copies left. There was a big distribution to government
stores. The suggestion now is that we might print another
10,000. The cost of printing another 10,000 would be
about $3,300. If we printed 5,000 more, it would cost
about $2,500. I think we could anticipate that there will
be a second substantial demand, as and when we get to
legislation time, next year. I think we should get the
copies printed now. Is that approved?

Hon. Senators: Agreed.
The committee adjourned.

Queen’s Printer For
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Order of Reference

Extract from the Minutes i
tes of the Proceedings of the
Senate, October 28, 1970: :

= Pursuant to the Order of the Day, the Honourable
enator Urquhart moved, seconded by the Honoura-
ble Segator Laird, that the Bill S-4, intituled: “An
Act to implement an agreement amending the Trade

Agreement between Canada and New Zealand”, be
read the second time.

After debate, and—

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

23017—13

The Bill was then read the second time.

With leave of the Senate,

The Honourable Senator Urquhart moved, second-
ed by the Honourable Senator Laird, that the Bill be .
referred to the Standing Senate Committee on Bank-
ing, Trade and Commerce.

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

ROBERT FORTIER,.
Clerk of the Senate.’

2% 8%



Minutes of Proceedings

Wednesday, November 4th, 1970.
(2)

Pursuant to adjournment and notice the Standing
Senate Committte on Banking, Trade and Commerce
met this day at 9:30 a.m. to consider:

Bill S-4 “An Act to implement an agreement amending
the Trade Agreement between Canada and New Zealand”.

Present: The Honourable Senators Hayden (Chair-
man), Blois, Burchill, Carter, Hollett, Isnor, Kinley,
Macnaughton and Molson—(9).

Present, but not of the Committee: The Honourable
Senator Urquhart—(1).

In attendance: E. Russell Hopkins, Law Clerk and
Parliamentary Counsel and Pierre Godbout, Assistant
Law Clerk and Director of Committees.

Witnesses

Department of External Affairs:
Mr. J. R. Roy, Acting Head, Commonwealth Policy
Division;
Mr. W. H. Montgomery, Legal Division.

After discussion and upon motion it was Resolved to
report the said Bill without amendment.

At 10:00 a.m. the Committee adjourned to the call of
the Chairman.

ATTEST:

Frank A. Jackson,
Clerk of the Committee.



Report of the Committee

Wednesday, November 4, 1970.

The Standing Senate Committee on Banking, Trade
ﬁnd Commerce to which was referred Bill S-4, intituled:
An Act to implement an agreement amending the ey
Agreement between Canada and New Zealand”, has in
obedience to the order of reference of October 28, 1970,
examined the said Bill and now reports the same with-

out amendment.
Respectfully submitted.
Salter A. Hayden,
Chairman.
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Ottawa, Wednesday, November 4, 1970

[Text]

an'ghg Standing Sena.te‘ Committee on Banking, Trade

v o:'xmerce, to which was.referred Bill S-4, to imple-

betmlis ncagreement amending the Trade Agreement
e ton Canada and New Zealand, met this day at 9.30
-m. give consideration to the bill.

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

qu'gi}::m C%au_man: Honourable senators, we have a
e o - We just have one bill this morning, Bill S-4, an
Agreemlm})lemem the agreement amending the Trade
e henu between Canada and New Zealand.

A Poﬁwe h(_-:rg .Mr. Roy, who is Acting Head, Commer-
Yo rightcy Division, Department of External Affairs. On
e g is Mr. Montgomery of the Legal Division of the
e then'c of Externa:I Affairs. Mr. Roy is going to
i e ball so we will ask him for an opening state-

on the purpose and effect of the -bill. Senator

U 3
a;&&};hart, you sponsored the bill; have you anything to

Senator Urquhart: No, I have nothing further to add.

siol:r. ]J) R. Roy, Acting Head, Commercial Policy Divi-
- u' epartmgnt of External Affairs: This bill is
Pr% t1red to pqt into effect the Canada-New Zealand trade
i “:)col, which amends the 1932 Trade Agreement
e een Canada and New Zealand. The trade Protocol
b _signed on May 13, 1970, in Wellington by the Prime
. nister and  the Right Honourable Keith Holyoake,
1I‘Ime Minister of New Zealand. The Protocol does not
a.ter the basic framework governing the conduct of our
bilateral irade with New Zealand. However, it does
update the present agreement and provides for certain
benefits of mutual advantage.

There is a new provision on anti-dumping, which will
allow Canada to fulfil its obligations under the Interna-
tional Anti-Dumping Code. At the same time it provides
for roughly equivalent treatment of Canadian goods by
the New Zealand authorities.

'The Protocol also includes an amendment which pro-
vxdeg .for an undertaking by Canada to seek, through
administrative arrangements, to minimize difficulties to
New Zealand exporters arising from the requirement of
the 1932 agreement to ship direct to Canada in order to
obtain British Preferential tariff treatment.

‘ Thirdly, a new article on consultations and the estab-
hshme:nt of a joint Canada-New Zealand consultative
committee will provide the means and mechanisms for

dealing more effectively with a wide range of bilateral
problems. The consultative committee will meet either at
the ministerial or official level not less frequently than
once every two years and would be free to discuss sub-
jects of mutual interest and concern. However, these
would be mainly economic.

Fourthly, the Protocol provides for consultation in
advance of major changes in preferential tariff treatment
that one or the other government might contemplate.

Since the original trade agreement between Canada
rand New Zealand, signed in 1932, was introduced in
Canada as an act of Parliament, the amending protocol
must be introduced as amending legislation. In approving
the protocol for formal acceptance by Canada, the Cabi-
net decided that the required amending legislation should
be introduced in Parliament as soon as the legislative
timetable permits, and this is the reason for the introduc-
tion of the bill at this time.

I have no more comments to make in the form of
introduction.

The Chairman: What does Canada do, if anything, in
this amending agreement in relation to the provisions in
the anti-dumping legislation? I am thinking particularly
of the provision there for countervailing duties and for
surtax in certain circumstances. Is there anything in this
bill that would bargain away those rights?

Mzr. Roy: No, I do not think so. We have, of course,
accepted the anti-dumping code, implementing Article VI
of GATT, and the terms of the original agreement, I
understand, were in conflict with this new obligation, i.e.
this obligation as recently adopted by Canada. According-
ly, in order to set the matter straight we have requested
and obtained a modification to the trade agreement with
New Zealand.

The Chairman: Then this agreement is really to update
the earlier New Zealand agreement, and to remove any
conflict there might be between that earlier agreement
and our anti-dumping legislation. Is that right?

Mr. Roy: That is correct.

Senator Molson: There is no explanation here of the
articles being amended. For example, Articles IV and V
of the agreement are deleted. Frequently when legislation
is prepared the changes are shown. In this case we have
got blanks on the explanation side.

The Chairman: Would you address yourself to that,
Mr. Roy? I have the original articles here.
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Senator
Chairman?

Molson: What do they deal with, Mr.

The Chairman: This is in the original legislation of
1932.

Senator Burchill: Which is being deleted in this bill.

The Chairman: Yes. New provisions are substituted in
Article II. Article IV in the original reads:

Goods entitled to entry under Article I hereof shall
not be subject to Section 6 of the Customs Tariff of
Canada unless previous notice has been given by the
Government of Canada to the Government of New
Zealand that the importation of such goods would
prejudicially or injuriously affect the producers or
manufacturers of similar goods in Canada, and if, at
the expiration of a period of thirty days from the
date of such notice, remedial measures satisfactory to
the Government of Canada are not put into effect by
the Government of New Zealand, then the provisions
of the said Section 6 may be applied to such goods.

At the option of the Government of Canada any
importation thus complained of, other than perisha-
ble goods, may be held in bond during the said
period of thirty days.

That reference to Section 6 of the Customs Tariff is the
provision that we had in relation to dumping until we
dealt with the changes proposed by the principle which is
asserted in GATT; that is, under section 6 all you had to
d9 was prove that the price on the home market was
higher, and then you did not have to prove damage or

injury, that was dumping. You have now taken that out
and added:

“treatment no less favourable than that accorded to

goods the growth, produce or manufacture of [other]
countries.”

Senator Carter: Does this new agreement represent a

liberalization of trade greater than was possible under
the old agreement?

The Chair_mqn: No. What I understood Mr. Roy to say
was that pru}mpa_lly it was to update the earlier agree-
ment and bring it in line with our new anti-dumping

provis@ons, which conform to the requirements of GATT,
to which we were a party.

Sengtor Carter: When I listened to what you read out
of Article IV of the old agreement and compared it with

the one Wwe are replacing it by, it seemed to me that there
was a liberalization as well.

'l:he C}.:airman: Mr. Roy, would you regard it as being
a liberalization?

Mr. Roy: I am not sure that with respect to Article IV
there is any greater liberalization, but I think we can
read some liberalizing tendency into the new bill, that is
the Protocol of agreement with respect to direct ship-
ments. Direct shipments had to be certified, the bill of
lading had to be certified if a direct shipment was

impossible in order to enjoy British preferential treat-
ment in Canada. This is now no longer necessary; a
simple general statement is acceptable. This to some
extent means that we have made our procedure some-
what more flexible.

Senator Carier: Any liberalization is incidental. The
main purpose is to bring it up to date?

Mr. Roy: That is the main purpose of the protocol, yes.
The Chairman: I read to you the old Article IV.
Senator Molson: What about Article V?

The Chairman: Article V says:
Goods entitled to entry under Article II hereof—

That is the earlier agreement—

shall not be subject to Sections 11 and 12 of the
Customs Amendment Act, 1921, of New Zealand,
unless previous notice has been given by the Govern-
ment of New Fealand to the Government of Canada
that importation of such would prejudicially or
injuriously affect the producers or manufacturers of
similar goods in New Fealand, and if, at the expira-
tion of a period of thirty days from the date of such
notice, remedial measures satisfactory to the Govern-
ment of New Zealand are not put into effect by the
Government of Canada, then the provisions of the
said Sections 11 and 12 or either of them may be
applied to such goods.

This is just the old Article IV in reverse. Article IV had
the act of force being the Government of Canada; in
Article V the act of force is the Government of New
Zealand giving the notice. Those are deleted, and what
you have in their place is this “treatment no less favour-
able”, which you find in Article II of the new treaty, the
amending treaty. That is correct, is it not?

Mr. Roy: Yes, sir.

Senator Molson: Are there any changes other than
direct shipment?

Mr. Roy: Yes, but in what sense do you mean?

Senator Molson: Well, it is a change that is not spelled
out in the schedule, is it not? Are there any other
changes in requirements that would occur in keeping
with this?

Senator Urquhart: The only two substantial changes
have to do with the anti-dumping provisions and the
direct shipments.

Mr. Roy: That is right. Otherwise the only other sub-
stantial matter is in relation to the consultative commit-
tee and to consultations.

Senator Burchill: What are the latest figures covering
trade between Canada and new Zealand?

Mr. Roy: The latest figures I have for the whole of
1969 in our trade with New Zealand are: exports of $37
million by Canada to New Zealand, and imports of $41.2
million from New Zealand.
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Senator Burchill: About fifty-fifty then.

b The Chairman: Skimming through this amending
wggfegn?nt, Senator Molson, these are the particulars in
. ‘i it would appear they change the existing agree-

nt; that is, bringing the agreement into line with our

new concept of anti-dumping and also to deal with direct
shipments.

Senator Molson: Direct shipments are not peculiar to

N‘;lW Zefaland. It is a modification that is occuring else-
where, is it not?

Mr. Roy: I believe that is true, yes.

The Chairman: This is not what you would call special

t ;
rzz;‘fg‘ent being accorded only to New Zealand. Is that

Mr. Roy: No. That is right.

an'gheegl‘lairman: This is in line with Government policy
getting away from the direct shipment concept.

Mr. Roy: Yes.

Senator

Molson:
6—deleted? i

What about the old Article

a;félesChairman: The old Article 6 ties in with Articles 4
of the old agreement and says:

18121?13?1: to the provisions of Articles 4 and 5 hereof,
ity ng in this agreement shall affect the right of
duot er party to this agreement to impose any special
5 ;{ or tax on goods imported into Canada or New
b:t and provided that, except for specially arranged
= \éveen the quernments of Canada and New Zea-

nd, such special duty or tax does not exceed that

il;n?0§ed upon similar goods imported from Great
ritain,

Egtllsﬁ has been deleted and I take it that there has been
ng substituted in place of this?

Mr. Roy: That is correct.

The Chair : i i ;
diutiant man: What is the rationale behind the

fag‘r-.ROY: The way I read this article is that we do in

in sogflve British preferential treatment to New Zealand

Lo ar as §pec1a1 duties or taxes are concerned and this
ow limiting the preferential aspect. That part is gone.

er:;:lator Macnaughton: Under Article 4(2) the two gov-
estabf'nts shall implement procedures, including the
titms ishment of a joint Canada-New Fealand consulta-
hoe s cgmmxttee. Under subsection (1) is says “on any
Whated trade or economic matter of interest”. Under
Exte epartmgnt would that committee fall? Would it be

rnal Affairs, the Department of Trade and Com-
merce, or which department?

Aédl". Roy:_This committee would fall under External
th i:lrs but it v:/ould of course involve other departments
at have an interest in the dialogue between Canada
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and New Zealand, especially in so far as it relates to
economic and trade affairs.

Senator Macnaughion: The reason for the question is
that, with the proposed entry of Great Britain into the
common market, New Zealanders are extremely dis-
turbed in regard to meat export. Is there any indication
of that in this joint committee to explore ways and
means of increasing trade, for example in meat, or any
other product, between New Zealand and Canada. That is
a very serious question for New Zealanders.

Mr. Roy: The committte as I envisage it would be able
to consider such questions. 1t would be able to have
officials or ministers on both sides who would be able to
discuss such matters.

The Chairman: This would be an ad hoc committee,
would it not?

Mr. Roy: No, this would be an established committee.

The Chairman: This does not propose to make use, SO
far as Canada is concerned, of the anti-dumping tribunal,
to which special powers are being assigned in the bill now
before the Senate to deal with related trade and econom-

ic matters?

Mz. Roy: No, it is not. 1t concerns the whole range of
trade problems and could go beyond that, but it is not
specifically related to the anti-dumping tribunal.

The Chairman: By subscribing to Article 4, has Canada
tied its hands in relation to any reference by the Minister
of Finance or the Governor in Council to the anti-dump-
ing tribunal which is set up under the new bill that is
before the Senate; and in the case of anything of trade,
related to trade and commerce, must that, if it affects
New Zealand, go to this point committee rather than be a

reference by Canada on its own part to the anti-dumping
tribunal?

Mr. Roy: No, I do not think so. I do not think it must
go first to the committee.

The Chairman: It could go to the Canadian committee,
on the basis of gathering all the necessary information, I
suppose?

Mr. Roy: The committee exists only when it meets
jointly. There are no members specifically indicated on
the Canadian side of the committee that would hold
meetings separately from time to time.

The Chairman: I understand.
Mr. Roy: I would presume that that is your suggestion.

The Chairman: I understand that. I was asking the
question whether this agreement in Article 4 would pre-
clude a reference by the Governor in Council of Canada
to the anti-dumping tribunal of one of these questions,
after this agreement becomes law and after the new
anti-dumping provisions become law.

Mr. Roy: I do not think so. No.
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Senator Carter: Does Article 5 mean that New Zealand
and Canada would work out between them preferential
tariffs which would not apply to the regular preferential
tariffs with Commonwealth countries, which would be
different?

Mr. Roy: I do not think that is the purpose of Article 5.
I think it is a consultative article, meant to focus atten-
tion on any proposed changes in preferential treatment
that the two countries grant one another. This permits us
to consult with New Zealand and vice versa, should
consideration be given to the proposing of major changes
in such treatment, granted reciprocally.

Senator Holleit: What are the principal exports to New
Zealand? I understand that there are $31 million of them.

Mr. Roy: For 1969 I have the figure for the total
exports by Canada, $37 million.

Senator Hollett: What do they consist of mostly—the
big values?

Mrz. Roy: The big exports for Canada are sulphur,
aluminum pigs and bars, aircraft and parts, potash,
copper piping, tubing, plastic and synthetic rubber, plas-
tic film and sheet, asbestos fibres. Those are the items
that account for trade over $1 million in 1969. Sulphur is
over $5 million.

The Chairman: And the imports?

Mr. Roy: The imports for 1969 are beef and veal,
sausage casings, wool, lamb. Those are the items that are
over $1 million in 1969.

Senator Hollett: There are imports from New Zealand?
Beef, and so on?

Mr. Roy: Yes.

Sex!ator Kinley: Is there any seasonal condition in this?
I notice lamb, a large import from New Zealand.

Mr. Roy: I cannot say; I do not know.

Senator Kinley: Adopting this, it means you will not
sell a thing cheaper than the price in your own country. I
take it this bill places dumping in the field of discussion
and negotiation. If you have dumping you have to have a

conference on it with the committee? Is that the idea of
the bill?

Mr. Roy: I do not think that is the case, but we are
obliged to consult, once we have initiated action.

Senator Kinley: You cannot be absolute about it, you
must consult about it?

Mr. Roy: Yes, you must consult on request.
Senator Kinley: It is a good bill.

senatqr Hollett: .Does that P. E. Trudeau have anything
to do with our Prime Minister? I notice the signature is
P. E. Trudeau; Itake it it is the Prime Minister.

The Chairman: Well, obviously it is the same name.
Senator Hollett: I mean was he Prime Minister then?
Mr. Roy: The Protocol was signed on May 13, 1970.
Senator Hollett: He was Prime Minister then all right.

Senator Molson: Keith Holyoake was also the Prime
Minister of New Zealand.

Senator Carter: I am still a little puzzled with respect
to the answer to my question relating to article 5. It was
purely consultative, but it is consultative with respect to
changes. What is the purpose of consulting if you are not
going to bring in changes? That implies that there is
going to be a different set of tariffs for New Zealand than
preferential tariffs for other Commonwealth countries.

The Chairman: I would take it, Mr. Roy, that the
contents of the agreement is the arrangement that must be
observed between New Zealand and Canada unless they
get together, consult and agree to certain interpretations.
Is that correct?

Mr. Roy: Presumably the consultations can lead to
adjustments whereby if damage is being done this is
pointed out to the party concerned, if it is within the
power of that party to make rectification, that rectifica-
tion, hopefully, will be made and the injury or supposed
injury will disappear.

My understanding is that if that is not possible, then
the regulations of each couniry enter into force.

Senator Blois: Is it not possible that if special agree-
ments are made between the two countries, they and our
anti-dumping bill will work against each other. Who
would make the final decision in such a situation?

The Chairman: You will notice in article 2 of this
amended agreement that there is provision that the Gov-
ernment of Canada, in the application of its anti-dump-
ing legislation and regulations, shall accord to goods the
growth, produce or manufacture of New Zealand treat-
ment no less favourable than that accorded to goods the
growth, produce or manufacture of countries signatory to
GATT.

Now, this is using many words to say that New Zea-
land will be treated no less favourably. That simply
means, as I take it, that whatever our anti-dumping law
is, it will not apply in a different manner to New Zealand
than to other nations.

Should such an article be contained in the agreement,
would it not follow that if this is our law it will be
applied even-handedly? That is about all it means. It
does not contradict and cannot contradict what we have
agreed to in GATT and the implementing legislation.

Senator Molson: I move that we report the bill without
amendment.

Agreed.

The Committee adjourned.

Queen’s Printer for Canada, Ottawa, 1970
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Order of Reference

sExtract from the Minutes of the Proceedings of the
enate, November 4, 1970:

“The Order of the Day being read,
With leave of the Senate,

The Honourable Senator Blois resumed the debate
on the motion of the Honourable Senator Hayden,
seconded by the Honourable Senator Bourget, P.C,,
for the second reading of the Bill S-6, intituled: “An
Act to amend the Anti-dumping Act’.

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

23136—2

The Bill was then read the second time.

The Honourable Senator Langlois moved, seconded
by the Honourable Senator Martin, P.C., that the Bill
be referred to the Standing Senate Committee on
Banking, Trade and Commerce.

The question being put on the motion, it was—

Resolved in the affirmative.”

ROBERT FORTIER,
Clerk of the Senate.



Minutes of Proceedings

Tuesday, November 10th, 1970.
(3)
Pursuant to adjournment and notice the Standing

Senate Committee on Banking, Trade and Commerce met
this day at 9:30 A.M. to consider:

Bill S-6 “An Act to amend the Anti-dumping Act”.
Present: The Honourable Senators Hayden (Chairman),
Beaubien, Blois, Carter, Connolly (Ottawa West), Hays,

Hollett, Isnor, Kinley, Macnaughton, Molson and
White—(12).

In attendance: E. R. Hopkins, Law Clerk and Parlia-
mentary Counsel; Pierre Godbout, Director of Commit-
tees and Assistant Law Clerk and Parliamentary Counsel.
Witnesses:

Department of Finance:
R. K. Joyce, Director,
International Economic Relations and Trade Policy
Division;
J. P. C. Gauthier, Vice-Chairman,
Anti-Dumping Tribunal.

Department of National Revenue:
H. D. MacDermid, Chief,
Valuation Section,

Customs Appraisal Division.

Upon motion it was Resolved to amend Clause 3 of the
Bill.

Note: (The full text of the amendment appears by
reference to the Report of the Committee immediately
following these Minutes.)

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

At 11:00 A.M. the Committee adjourned to the call of
the Chairman.

ATTEST:

Frank A. Jackson,
Clerk of the Committee.



Report of the Committee

Tuesday, November 10, 1970. «16a. The Tribunal shall inquire into and report to
the Governor in Council on any other matter or
The Standing Senate Committee on Banking, Trade thing in relation to imports that might be injurious to
i?\d Commerce to which was referred Bill S-6, intituled: the trade or commerce of Canada that the Governor
. n Act to amend the Anti-dumping Act”, has in obedi- in Council refers to the Tribunal for inquiry and
e::‘:ni‘;? dﬂﬁl order of reference of November 4, 1970, report.”
= e said Bill ith

the following amendrln - x?'gd now reports the same wit Respectfully submitte 4
tufage 2: Strike out lines 10 to 15, inclusive, and substi- SALTER A. HAYDEN,
e therefor the following: Chairman.
3:5

23136—2}
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The Standing Senate Committee on Banking, Trade

and Commerce

Evidence

Ottawa, Tuesday, November 10, 1970

The Standing Senate Committee on Banking, Trade
and Commerce met this day at 9.30 a.m. to give consider-
ation to Bill S-6 to amend the Anti-Dumping Act.

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

The Chairman: Honourable senators, our witnesses this
morning are Mr. R. K. Joyce, Director, International Eco-
nomic Relations and Trade Policy Division, Department
of Finance, Mr. J. Craig Oliver, International Economic
Relations and Trade Policy Division, Department of
Finance and Mr. J. P. C. Gauthier, Vice-Chairman, Anti-
dumping Tribunal. From the Department of National
Revenue we have Mr. H. D. MacDermid, Chief, Valuation
Section, Customs Appraisal Division. So, honourable
senators, you will see we have a good panel.

Would you care to make an opening statement, Mr.
Joyce, and then we can get down to the business of the
meeting?

Mr. R. K. Joyce, Director, International Economic Rela-
tions and Trade Policy Division, Depariment of Finance:
Mr. Chairman, and honourable senators, this is a rela-
tively short bill. Its primary purpose is to broaden the
powers of the Anti-dumping Tribunal so it can inquire
into and report to the Governor in Council on any other
matter in relation to the trade and commerce of Canada
that the Governor in Council refers to it for inquiry and
report. The bill also provides for a number of other
technical amendments, most of which are based on the
experience gained in the operation of the present act for
the last 22 months.

If I might deal first with the proposed additions to the
powers of the tribunal, in clause 3 of the bill it is
proposed to amend the present act by adding immediate-
ly after section 16, which deals with investigations by the
tribunal, a new section 16A which will permit the tribunal
on reference from the Governor in Council to inquire
into other cases where dumping is not involved. The
concept here is similar to that of subsection (5) of section
4 of the Tariff Board Act under which the Tariff Board
has the duty to inquire into, “any other matter or thing
in relation to the trade or commerce of Canada that the
Governor in Council sees fit to refer to the Tariff Board
for inquiry and report”.

The Chairman: Perhaps we should stop there for a few
minutes because this is the main clause in the bill. When
I was giving the explanation on second reading, I had

assumed, and I have been confirmed since in my assump-
tion, that the granting of additional authority to the
Anti-dumping Tribunal was intended so that the Gover-
nor in Council might refer to the tribunal matters relat-
ing to imports and Canadian production where there is
no question of dumping but where the complaint is that
there may be injury or threatened injury to the trade of
Canada.

Now, if that is the purpose, and I understand it is, this
is really broadly drawn, so that without any relation to
imports, any item that comes under the description of
trade and commerce may be referred by the Governor in
Council to the Anti-dumping Tribunal. Now you may say,
“Well, there is a discretion in the Governor in Council”,
but one always likes to be able to put one’s finger on the
principle of the bill to see that the bill gives effect to
that. In the memorandum which I had from the
department and in the illustration which I gave
to the Senate on second reading, that illustration
was as to why it was touching on the point of injury or
threatened injury to production in Canada by reason of
the financing being done by developed countries on the
basis that the Canadian company which secures the
financing must purchase the products in that country that
does the financing. Now there is no question of dumping
there.

Senator Connolly (Ottawa West): Mr. Chairman, would
you deal with that again. I did not hear the beginning,
and I apologize.

The Chairman: Which part of it?

Senator Connolly (Otitawa West): The part about the
credit from the foreign country.

The Chairman: The memorandum which I referred to
on second reading went along this line; that some foreign
governments have begun to offer their export financing
facilities to support sales to developed countries on con-
dition that machinery and equipment to be purchased
with the proceeds of the loan be obtained from producers
in the country which guarantees the loan.

Then it says:

When Canadian borrowers arrange financing for
all or part of the cost of a major development
through such foreign government export financing
facilities and consequently make their purchases of
machinery and equipment overseas Canadian manu-
facturers of machinery and equipment lose oppor-
tunities to supply this particular part of the Canadi-
an market.
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It goes on to say that part of the complaint of Canadi-
an manufacturers is that some of these Canadian pro-
ducers who are securing these foreign loans are also
under the benefit of the Canadian Government’s Regional
Economic Expansion scheme, so that they are getting
grants from the Canadian Government as well, and the
Canadian manufacturer was complaining that in those
circumstances he is threatened with injury so far as his
production is concerned.

I gather that this was one of the reasons which
prompted the government to introduce this additional
authority of reference, where there is no question of
dumping but of what shall the policy be, because of
injury or threat of injury to Canadian production in
these circumstances. That is a fair statement, is it not,
Mr. Joyce?

Mr. Joyce: Yes, sir, I would not disagree with it at all,
except to say that the intention is perhaps a little broad-
er. The case you cite is obviously one of the more impor-
tant cases, but there may be other instances which do not
involve concessional financing where it may be judged by
the government that there is injury or threat of injury to
Canadian producers as a result of imports. There may be
no dumping involved whatsoever. The government
would propose in these cases to take action against
imports, possibly through surtax action, which it would
be justified in doing under the international rules of the
General Agreement on Tariffs and Trade.

At the moment the determination as to whether or not
there had been an injury would be made by the Gover-
nor in Council, possibly with a departmental inquiry.

What is being suggested now is that since we have a
tribunal set up, admittedly to deal with cases of dump-
ing, but whose job is to address itself to the question as
to whether or not there has been injury or threat of
injury—a tribunal which presumably has acquired, over
the course of the last 22 months, a certain expertise in
looking into this question—it would make sense, in other
instances where the government might wish to take
action against imports which were threatening injury, to
ask this tribunal to make the determination.

The Chairman: That is exactly the point I am making.
The illustration I gave about foreign countries financing
is only one type, and I was not attacking it on that basis.
I was saying that the avowed purpose—and you have
confirmed that—is to make use of the expertise which
the Anti-dumping Tribunal has obtained. This is what
the memorandum which came to me said. It said:

To date determinations of injury required as a
basis for action under these sections of the Tariff ...

...which I read to the senators when I was explaining
the bill, where it only requires action by the Governor in
Council . ..

...have been made administratively with the
approval of the Governor in Council. However, with
the increasing experience of the Anti-dumping
Tribunal in determining injury under the terms of
the Anti-dumping Act, we feel that its expertise
could be usefully employed in making injury deter-

minations in these other situations as well, and
thereby contribute to the more effective operation of
these particular provisions of the Customs Tariff.
Under the present legislation the tribunal is not
authorized to make such determinations.

All I am saying is that if this is the purpose, then why
do we not say, it, instead of creating an authority in the
Anti-dumping Tribunal where you could either use it or
the Tariff Board for the same purpose?

Senator Beaubien: Once the matter has been referred
to the tribunal, who takes action? Does the tribunal just
recommend or does it take action?

The Chairman: The Anti-dumping Tribunal?
Senator Beaubien: Yes.

The Chairman: On this extended authority they are
being given...

Senator Beaubien: They just recommend to the

government?

The Chairman: It is to inquire and report. That is all
they do. The decision whether the surtax or countervail-
ing duties will be applied is a decision that the Governor
in Council has to take afterwards. He may or may not
take it, as he sees fit.

Senaior Beaubien: In other words, this bill does not
change anything as far as government action is
concerned?

The Chairman: No.

Senator Beaubien: It is just to be referred to this
tribunal, and they are to report back?

The Chairman: Under this new section 3 you can get a
determination of injury through the reference to the
Anti-dumping Tribunal. What I am saying is, if that is
the intention, then that is what the section should say. It
should not be so broad that you could refer any matter of
trade and commerce, whether it relates to an import or
not, to the Anti-dumping Tribunal.

Senator Molson: Why is not the word “injury” includ-
ed in the clause?

The Chairman: I do not know.

Senator Molson: Reading from your memo you said
“injury determination”.

The Chairman: Yes.

Senator Molson: This is, as you say, so broad it does

not have to be in relation to any of these things we are
discussing.

‘ The Ch‘airman: It does not have to be in relation to
imports; it does not have to be in relation to injury.

Senator Connolly (Ottawa West): Would the earlier
parts of the section answer Senator Molson’s question? Tn
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other words, reading this in isolation, perhaps we are a
little restricted in our consideration.

The Chairman: Under the present bill—well, we will
turn up section 16.

Senator Hays: While you are looking that up, could I
ask a question?

The Chairman: Certainly, Senator Hays.

Senator Hays: You said in your opening remarks “in
light of experience,” Mr. Joyce. What specific experience
did you have that made you want to amend the act?

Mr, Joyce: I think perhaps the Vice-Chairman of the
Anti-dumping Tribunal might be better equipped to
speak to that.

Mr. J. P. C. Gauthier, Vice-Chairman, Anti-dumping
Tribunal, Department of Finance: Mr. Chairman and
honourable senators, the experience that the tribunal has
had is over a very varied number of sectors of the
industry, over the past 22 months. Although we cannot
say that it has been terribly brisk sometimes, business
has certainly picked up over the last eight or 10 months.
We have had types of cases such as those at this moment.
We have just completed the transformer case, and we are
going to consider glycol and the imports of chlorine next
week. So we can jump from imports of glace cherries
from France to work boots from eastern countries, to
transformers from the United Kingdom, Germany,
Sweden, France, Italy and Japan, and imports of chemi-
cals from the U.S. So the expertise acquired is over
varied sectors and also over a wide variety of imports.

Senator Hays: Let us get back to the cherries. You said
we could use this provision. How could we have used it
previously? Do you mean there is an over-production in
the United States, and this sort of thing?

Mr. Gauthier: No. This case was against France, and
the producers of glace cherries in Canada complained
that they had been dumping from France, which is the
main exporter in the world, not only to Canada but also
to the U.S. and European markets.

Senator Hays: These are the cherries that go into
martinis?

Mr. Gauthier: Those they call maraschinos.

Senator Connolly (Oitawa-West): These go into old
fashioneds.

The Chairman: Senator, how can you think of that so
early in the morning?

Mr. Gauthier: The glace cherries go to the bakery
trade. So, in studying a case of dumping which might
affect Canadian production, we have access to all of the
information—the marketing information, the financial
information, the distribution information—that forms the
structure of an industry in Canada. Incidentally, when
cases of dumping come to the attention of the tribunal it
considers only those that affect a wide sector of an
indusiry. For instance, if one producer, whose production

would represent only 5 or 6 per cent of the total Canadi-
an production, complained of dumping then we would be
precluded by the provisions of the act from considering
injury, so when we do consider injury it is on account of
dumping affecting whole sections of industry, or the
majority of producers.

Expertise is gained by a study in depth of that sector
of the industry and the international ramifications gov-
erning the distribution of its product to different coun-
tries, and we also gain an insight into the organization of
a foreign industry.

An example of this is the case of transformers in
regard to which a decision was rendered last Friday.
Seven countries and all of the Canadian industry were
involved in this case. The hearings lasted 32 days. We
wanted to see how the other producers in Sweden,
France, the United Kingdom and Belgium were organ-
ized, and what type of management they had, what their
business philosophy was, and what their research and
development resources were, which we did over a very
short period of time because we were still limited by the
90 days in which we have to give our decision.

We gained an insight on this occasion into a rather
important sector of heavy manufacturing in Europe. I
think it is through this exposure, through different busi-
ness philosophies, different approaches, and different
resources that we acquire this expertise.

Senator Hays: Do you not have the power under the
present act?

Mr. Gauthier: Only as regards dumping.

The Chairman: These cases, Mr. Gauthier, about which
you are talking, and in respect of which decisions have
been made, have been considered under the existing act
which was passed in 1968-69, and they were considered
because there was an element of dumping. “Dumping” is
defined as occurring when the price at which the import-
ed article is offered for sale, or is sold, in Canada is
lower than the market price for like goods in the country
of origin. This is the dumping feature. But, what we are
talking about this morning is a situation in which there
is no dumping. We then look at the circumstances under
which these imports come into Canada, and the allega-
t'ons that their entry is threatening or causing injury to
Canadian production. This is a new authority.

Senator Hays: Yes, it broadens the whole act.

The Chairman: Yes, but not as to making a decision,
but as to making a study and report as to whether there
is injury or a threatened injury by reason of these condi-
tions in relation to imports.

Senator Hays: Even before the matter is brought
before the tribunal. Are you not prejudging what might
happen?

The Chairman: No, because all that the tribunal, with
the added authority that is being given to it, does in a
case of this kind, where there is no dumping alleged, is
to hear all the evidence and make a report as to whether
it finds that these imports in these circumstances are
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causing or threatening injury to Canadian production.
That decision goes to the Governor in Council, and then
it is up to the Governor in Council to decide whether a
surcharge or countervailing duties will be applied. This is
an added power.

The whole point I was raising for discussion here was
if this is the intended additional jurisdiction, why is it
taken so broadly that they can hear and report on any
item in relation to the trade and commerce of Canada.
There is no limitation on it. If this is why they want the
authority then why do they not take it in that fashion?

Senator Blois: Mr. Chairman, I objected strenuously in
the chamber to the fact that this is so broad. It has
nothing to do with- dumping at all, as I see it. It seems to
me that they can look at the freight rates charged on
grain. It is much too broad as it stands at the present
time, and it could be worded differently so that it has
something to do with dumping. As it is presently written
they could look into the fares charged airline passengers,
because it says “anything in relation to the trade or
commerce of Canada”.

The Chairman: A wording that I would suggest for
your consideration is, “in relation to imports that might
be injurious to the trade or commerce of Canada”.

Senator Blois: That, I think, would cover it.
The Chairman: Yes, that would cover the situation.

Senator Kinley: Mr. Chairman, the other day when we
were dealing with the New Zealand trade agreement we
made special provisions about anti-dumping, and it
seemed that dumping would be a matter for consultation
between the two parties. Has that any relation to this
bill?

The Chairman: No. Perhaps you could explain that,
Mr. Joyce.

Mr. Joyce: I am sorry, Mr. Chairman, but I did not
follow the question.

The Chairman: We had before us the other day the
updating of the New Zealand Trade Agreement, and
there was reference in it to a consultative committee
which, as I understood it, was to resolve differences if
Canada complained to New Zealand about the way cer-
tain products were coming into Canada, or New Zealand
complained to Canada. Machinery was provided in that
trade agreement for the purpose of attempting to resolve
the difficulty, but that does not mean that they were
giving up any rights they might have under the Anti-
dumping Act that we have in force. This was just provid-
ing machinery for resolving those differences; is not that
right?

Mr. Joyce: Yes. We have that with both New Zealand
and Australia in the original trade agreements with those
countries. You are quite right. It is just a provision for
consultation prior to taking action. The problem now is
that the international anti-dumping code which we
agreed to in the GATT does not really provide for that
sort of consultation, and therefore to the extent that one

deals with dumping cases involving New Zealand goods
on the basis of the trade agreement with consultation,
and does not so deal with the imports of goods from
other countries on that basis, it can be charged that one
is discriminating in favour of New Zealand. So, following
negotiations with the New Zealand Government it has
been agreed now that the trade agreement will be
amended, in effect, to take out that advance consultation
procedure so that imports from New Zealand will be
treated in the same manner as imports from any other
country so far as the ‘anti-dumping provisions are
concerned.

Senator Kinley: Are there any seasonal conditions in
this bill?

Mr. Joyce: No, sir, there is nothing specifically dealing
with seasonal distribution. The Anti-dumping Act as such
applies to any goods. This bill, of course, simply amends
the act and does not affect the basic features.

Senator Kinley: It is the question of seasonal implica~
tion when we compete with the United States.

Mr. Joyce: You are quite right; there are many prob-
lems not strictly in relation to dumping. These have to be
overcome outside the provisions of the dumping legisla-
tion. One of them is the problem of seasonal importations
of fruit and vegetables.

Senator Connolly (Ottawa West): Mr. Chairman, I have
a double-barreled question which I will ask in two parts.
It relates to the matter you raised originally. I will ask
the question by way of an example.

Let us say that a Canadian organization decides to go
to West Germany to buy some production equipment
which is available in Canada. There are export encourage-
ment laws in West Germany which permit long term
credit to the Canadian buyer. He can obtain this machi-
nery over a long period of time, perhaps three or four
yours or longer, at a very much reduced rate of interest.
Let us say that the prevailing rate in Canada today is 9
per cent or 10 per cent, he might obtain it for 4 per cent
or 5 per cent. Therefore they are subsidizing exports.

This is a situation where relatively the same type of
machinery is produced in Canada. I suppose that in such
a case the Canadian manufacturer could appear before
the department and ultimately the tribunal and report
the loss of this business, resulting in injury. Is that the
fact?

Mr. Joyce: Yes and no, sir. If these export credits were
such as to create a dumping situation and the Deputy
Minister of National Revenue could establish that dump-
ing had occurred, then, of course, it could be referred to
the tribunal for an injury determination.

The Chairman: Without this bill.
Mr. Joyce: Without this bill.

Senator Connolly (Ottawa West): Could I stop you
there? A producer in Germany buying this equipment
would probably have to pay the going rate, because it is
going to be used in Germany for production purposes.
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For instance, he would have 30 days or 90 days at 10 per
cent. The Canadian buyer is bonused to the extent of a 4
per cent or 5 per cent rate and a longer term because the
West Germans wish to encourage the exports and earn
the foreign exchange.

Is that a dumping situation?
Mr. Joyce: It could be.
The Chairman: Well Mr. Joyce, it might be a subsidy.

Mr. Joyce: There are the two aspects. It may be a
subsidy, but whether it is a subsidy or not it could still
be dumping, and vice versa.

The Chairman: That is right.

Mr. Joyce: The problem here is the method of deter-
mining whether in fact it is dumping within the ground
rules laid out in the act. In other words, nominal value
versus export price.

Senator Connolly (Ottawa West): Is the sale in this case
not being made at a price lower to the Canadian manu-
facturer in view of the terms, interest rate and length of
time, than is available in the country of origin?

Mr. Joyce: I would like to refer the question to Mr.
MacDermid of the Department of National Revenue.
However, before doing so I might say in general that
such a case might well involve an element of dump-
ing. The problem is the method of calculation. The
two prices have to be brought to a comparable basis.
Then the decision must be made whether in fact
the price in the home market is the same or higher than
the price at which sales would be made in the Canadian
market.

There is a technical problem with respect to the per-
forming of this calculation.

Senator Connolly (Ottawa West): If the price is the
same but the terms are better, is it dumping?

Mr. Joyce: I would say there is a prima facie case
there, the export price being less than the nominal value.

Mr. H. D. MacDermid, Chief, valuation section, customs
appraisal division, Department of National Revenue: Mr.
Chairman, I think the answe given by Mr. Joyce is
correct, that there is a prima facie case of dumping in
such a situation if the terms to the Canadian importer
are preferred to those granted on sales in the domestic
market.

We have had no actual experience under the Anti-
dumping Act related to this type of situation. However, if
a complaint were lodged under the Anti-dumping Act we
would in all probability find dumping.

Senator Connolly (Ottawa West): But this is a practice
that has been developed in many foreign countries in an
endeavour to develop export sales, is it not?

Mr. MacDermid: Yes it is, sir.

Senator Connolly (Otitawa West): And the test in this
case, I take it, is the fact that for this particular equip-

ment, which can be manufactured in Canada, a Canadian
producer would lose the business and that is where the
injury takes place?

Mr. MacDermid: Yes.

The Chairman: You would have to establish that there
is injury, or threatened injury.

Senator Connoclly (Ottawa West): Yes, but he has lost
his sale.

The Chairman: It depends on who he is and what the
relationship of his production is to the total Canadian
production. Those are all factors to be taken into consid-
eration by the Anti-dumping Tribunal.

Senator Connelly (Ottawa West): With those considera-
tions, which I accept, let me take it a step further and
visualize a situation where a Canadian importer is carry-
ing on a very large operation. He requires financial
assistance to compete and finds that he obtains better
terms for his equipment because as the result of its
installation and this new capital expenditure in the coun-
try where he buys it, he is going to make sales of his
product of tremendous value.

Now, there is injury, for instance, to Canadian General
Electric with respect to certain transformers they might
have sold to this man had he not decided to buy in West
Germany. On the other hand, West Germany will take
the product resulting from this capital investment and
we as a country will have export sales of that
commodity.

Now, is the tribunal to set a balance between one and
the other and rule that the overall injury is minimal?
Sure you lose the value of the sales of the transformers,
but you get the value of the export product which is
produced from the use of this equipment and other
equipment, of course, in the sales to the foreign country
that produced the transformers. It is a double-barreled
question.

The Chairman: Both those barrels seem to be moving
in a line that is parallel to what this bill purports to
cover, and since parallel lines meet at infinity, that is a
long time to wait. The point here is that the amendment
does not involve any question of a finding as to dumping;
it is to give an additional authority to the Anti-dumping
Tribunal to make a determination of injury where there
is no allegation of dumping.

Senator Connolly (Ottawa West): Well, let me take
Canadian General Electric as an example. When they or
some other manufacturer of this type of product are
involved and you try to determine injury to Canadian
trade and commerce, are you going to look only at the
loss of the sale of the equipment or are you going to look
at the whole picture and say that in the end we are going
to gain?

The Chairman: Well, Mr. Gauthier, the Chairman, is
here. Certain guidelines have been fully formulated, and
I would imagine that the transformer case as and when
you have finished with it will establish some guidelines
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that may be a direction to industry. I am not sure you
want to pronounce on what your guidelines may be in
advance.

Mr. Gauthier: Mr. Chairman, we certainly have not
established guidelines with respect to the text of the
amendment or the new act at this stage. In answer to
Senator Connolly, however, I think that the crux of the
problem has been touched on in the sense that in deter-
mining injury under the present act, we have to consider
only injury te production of like goods in Canada. We
don’t consider injury, for instance, to consumer interests.
According to the present act, as it presently reads, it is
the production of like goods in Canada. Therefore we
will not be in a position and our terms of reference will
not permit us to take into consideration consumer inter-
ests or trade interest or economic interests.

Under the proposed amendment the question is quite
different as you have put it down, Mr. Chairman. It is to
report to the Governor in Council on any other matter or
thing in relation to the trade and commerce of Canada.
In my own mind and in the minds of my colleagues I
believe we had interpreted this as being injury to industry
from other causes. I do not want to detract from the
objectives that the Department of Finance might have,
but having discussed this with my colleagues, I think our
own frame of mind is such that we considered the

amendment as being aimed at injury from other causes
to Canadian industry.

Senator Molson: I do not want to step ahead of Senator
Hays, but my question is exactly on the point developed
by Mr. Gauthier. I would like to ask what is the purpose
of this parallel. Obviously the Department of Finance has
some purpose in suggesting this amendment. They must
have had some purpose in making the wording as vague
as they have done, and they must have some designed
use for the act as amended by this paragraph. Now I
think we are all fumbling and saying, “why is this for
injury?” and “What is the effect of this?” But we do not
know what the purpose of the paragraph is, and I would

like Mr. Joyce to tell us why the paragraph is suggested
as it is.

The Chairman: Mr. Joyce has to keep in mind the
letter sent by the Department of Finance to me in prepa-
ration of the explanation on second reading in which
they do state a purpose which I read this morning.

Senator Molson: I am afraid I am not entirely clear.
Would you read it again, Mr. Joyce?

Mr. Joyce: Might I attempt to deal with it? It is possi-
ble that the letter sent to Senator Hayden was not pre-
cise enough in its explanation. Let us distinguish between
the immediate problem and problems that might occur in
the future. The immediate problem we see, and the
immediate reason we are suggesting that this clause
should be included, is that there are cases where no
dumping is involved, but where Canadian producers are
injured or threatened with injury as a result of the
importation of like or directly competitive products.

In these cases the Government of Canada has the
authority under domestic law and is entitled by virtue of
international agreements to take certain actions, notably
the surtax act or to impose countervailing duties if there
are export subsidizations. In those cases, however, to
meet the requirements of international law one must
es.ablish that there has been or is a threat of injury. This
at the moment is done by the Governor in Council.

The purpose of this clause—the immediate purpose of
clause 3—is to provide that in future the Governor in
Council can refer this type of question to an independent
body for an injury determination, and the independent
body the Government has in mind is the Anti-dumping
Tribunal, because they do precisely this type of job in
relation to dumping cases. So we are really saying that
that would be the logical independent body to refer the
question of injury determination to in non-dumping
cases. This then brings up the next question as to why
the wording is so broad. I think there are two or three
possible remarks I could make on that. There is a tenden-
cy, as I am sure you are aware, for legal draftsmen to
seek refuge in established terminology, and this is the
type of wording used in the Tariff Board Act where, for
completely different reasons, it was decided that the
Tariff Board could be used as an independent tribunal to
look into questions even though the Government was not
specifically asking it to consider whether or not tariffs
should be changed.

I think I can mention the most recent report on knit-
wear as a case in point. This was a general reference to
the Tariff Board to look into the situation in that indus-
try. It is a reference which would not have been made at
all to the Tariff Board if the Textile Review Board had
been in a position to do so. This is one reason why it is
adopting similar type of wording to that of the Tariff
Board Act. It may not be an adequate reason, but it is a
reason.

Now, apart from that, I think another reason for keep-
ing the wording fairly broad is pointed up by the
remarks of Senator Connolly. If this were worded in such
a way as to deal specifically with the case I mentioned,
the immediate intention, namely to deal with cases of
injury where there are imports but not necessarily
dumped imports, there is a danger that that might be too
limited, that one would be thinking of injury in whatever
terms injury might be defined in international parlance—
namely, injury to producers. But it could be that at some
point in time the government might wish to see whether
imports were causing injury to consumers. This would
not necessarily mean that the government could then
take tariff action or surtax action because under the
international rules this might not be permissible, but it is
conceivable there might be other things the government
might decide to do, given that it had been established by
an independent tribunal that there had been injury to
consumers, if not to producers.

Senator Connolly (Ottawa West): Or to foreign trade.
Mr. Joyce: Yes, sir, this was the other point I was

coming to, that you had mentioned, the possibility that
though there is injury to Canadian producers, in meet-
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ing that injury you may in fact be damaging export
interests of other Canadian producers.

The Chairman: Mr. Joyce, do you not think that is
drawing a long bow? What particular aptitude would the
Anti-dumping Tribunal have to deal with a matter which
does not involve injury in relation to dumping or other-
wise, of the nature that you must find in order to get
action under the Anti-dumping Act? They are going to
have two or three sets of guidelines, are they, with a
vehicle already established—the Tariff Board, which has
been doing this kind of work?

Mr. Joyce: I am simply saying that the tribunal-—and
as Mr. Gauthier pointed out the example of the trans-
former case—as a result of its investigations, acquires a
knowledge and expertise that may be useful to be
brought to bear on certain questions, and these questions
conceivably might be a little wider than the specific
question as to whether there has been injury as a result
of the increased imports.

Senator Molson: I cannot see it would be other than in
the case of imports though.

Mr. Joyce: Quite frankly, sir, I cannot either, at the
moment.

The Chairman: Right on this point, when you bring in
the question of the consumer, the Governor in Council,
even under section T7(1)(a) of the Customs Tariff now,
where he may apply surtax, is limited to the case of
where the conditions are such as to cause or threaten
serious injury to Canadian producers of like or directly
competitive products. So if your conception is that in this
section you are going to give the Anti-dumping Tribunal
authority to study that relationship by reference, to com-
mittees, where is action going to take place?

Senator Hays: And how are you going to do it?
The Chairman: Yes, how are you going to do it?

Senator Hays: Where you are protecting the consumer
and the producer in an act dealing with dumping.

Senator Macnaughton: Where the tribunal finds there
is no dumping or injury, is the government bound to
accept that finding?

The Chairman: That is a double-barreled question,
senator.

Senator Macnaughton: Yes—or can the government
say, “Thanks very much for the information, but we are
going ahead.”?

The Chairman: Let us take, first of all, if they find
there is no dumping and no injury.

Mr. Joyce: In the first place, the tribunal does not find
whether or not there is dumping. That is a decision of
the Deputy Minister of National Revenue. The tribunal
addresses itself only to the question of injury.

The Chairman: It may express an opinion, I think,
under the original act.

Mr. Joyce: It may express an opinion in certain cases,
about whether goods are of broadly similar characteris-
tics; but, by and large—I was trying to simplify—the job
of the tribunal is to address itself to the question of
whether or not there has been injury.

I think the government has to accept, where the tribu-
nal has determined there is no injury...

Senator Macnaughton: “Has to” or “should” accept?
The government has authority to refuse, I presume?

Mr. Joyce: Yes, I say the government has to accept—
has to “recognize” may be a better way of putting it. I
think it is still open to the government to disagree and
itself to determine that there was injury.

Senator Connoily (Ottawa Wesi): When you say the
government, what you mean is the Department of
National Revenue?

The Chairman: No, the Governor in Council.
Mr. Joyce: I mean the Governor in Council.

Senator Connolly (Ottawa West): I know, but it is on
the recommendation of the Department of National
Revenue.

Mr. Joyce: It depends. If you are talking about surtax
action, it is on the recommendation of the Minister of
Finance. Nonetheless, it is the Governor in Council, and
this means a decision by ministers, if you like.

I think the government retains its power to determine
whether there has been injury or not, but I think that
this would seriously restrict it in the exercise of its
power. If, in fact, an independent tribunal has ruled
there is not injury, I would think the government would
find it rather difficult to proceed with surtax action,
invoking in defence of that surtax action that injury has
occurred. It is certainly within its powers to do so, but I
think it might find it somewhat embarrassing, certainly
in international circles. Does this answer your question?

Senafor Macnaughton: Yes, it does.

The Chairman: It is not an order of the Anti-dumping
Tribunal under this proposed section; it is just a report.

Mr. Joyce: I suppose one could draw a parallel with
the Tariff Board, where the Tariff Board may recom-
mend certain action with respect to the tariffs, and the
government may choose to implement or not implement,
on the basis of this and other things it takes into
consideration.

Senator Macnaughton: I guess the Prime Minister is
the only one to give a final answer.

Senator Hays: I was a bit confused on the consumer
where you said the tribunal may be interested in the
consumer aspect.

The Chairman: Mr. Joyce suggested that as being a
“way out” reason—I do not mean that unkindly—for
giving this very broad power.
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Senator Hays: I am thinking of something that has not
been brought before the tribunal, Danish bacon. In Den-
mark they have a two-price system, and we have a great
surplus of bacon today, the price being half what it was
a year ago. The last time I was in the market you could
buy Danish bacon much cheaper than they are selling it
to the Danish people because they do have a two-price
system. They make as much money on it as they do in
servicing the other, but the consumer is buying at a
cheaper price and the producer is injured by this impor-
tation. I think it is dumping, but I do not know who
would bring it forward. Would the consumer be injured
or would the producer be injured?

The Chairman: The only test under existing legisla-
tion—and that is not being changed here—is injury to
the producer.

Senator Hays: I would think that the tribunal would
not be interested in the other part. It would be interest-
ed just in the dumping part.

Mr. Joyce: Let us assume that there is a dumping
situation here. What you are saying is that the producers
may or may not choose to initiate a request.

Senator Hays: They may be so fragmented.

Mr. Joyce: However, an investigation can be initiated
by the Deputy Minister of National Revenue on his own
responsibility. The fact that Canadian producers, because
they are fragmented, do not choose to initiate an investi-
gation, an investigation might still be initiated.

If I may, I should like to go back to the consumer
question. Senator Hayden said it was far out, and I do
not think he was far wrong. You were pressing me, in a
sense, and I was trying to envisage what one might
consider at the extreme, but it is quite clear that the
intention at the moment is to deal with those cases where
there are importations which do not necessarily involve
dumping but where the Government might wish to take
action on the ground that there has been injury. The real
purpose of broadening the powers of the tribunal is to
provide that the Governor in Council can ask an
independent tribunal, namely, the Anti-dumping Tribu-
nal, to make an injury determination and to make a
finding as to whether or not there has been injury.

The Chairman: That raises again the question that I
put to you originally. In those circumstances, if this is the
area of operation, why should we expand section 3 to a
depth that covers anything in relation to the trade or
commerce of Canada, whether it is imports or not?

Mr. Joyce: I have two answers to that. One is that to
the extent that you word it tightly there is always a
danger that one might find that inadvertently one has
limited the terms of reference or the powers of the
tribunal to deal with the case that one wishes it to deal
with.

The Chairman: Mr. Joyce, on that point, if you are
going to draft legislation that goes into all those points,
you will never get anything finalized. This would appear
to me to be the main purpose for which this extension of

authority is being sought. If it does not go far enough
then you can come back. How you could anticipate situa-
tions arising where you would need this broad authority
in reference to the Anti-dumping Tribunal is beyond me.
I just cannot comprehend why a tribunal as specialized
as this tribunal would be the one selected to deal with
matters that do not involve its specialty.

Senator Connolly (Ottawa West): Mr. Chairman, what
about the example I gave of where even if there was a
possible element of dumping, the net result—to use Sena-
tor Isnor’s word—or overall result is beneficial to Canada
because of the increase in the foreign exchange that is
generated by Canadian sales to the country where the
equipment is purchased? Would not this broader wording
allow the tribunal to consider both factors—not only the
injury to the manufacturer, but the ultimate benefit in
the form of increased trade to the country?

The Chairman: But, senator, there is nothing in the
legislation that deals with the overall result. It deals with
injury to the producer.

Senator Connolly (Ottawa West): But if you say “in
relation to the trade or commerce of Canada” your word-
ing is pretty broad.

The Chairman: What I was saying was that the func-
tion or specialty of the Anti-dumping Tribunal is dump-
ing and injury.

-Senator Hays: That is right.

The Chairman: They now want the additional authori-
ty to deal with injury where there is no dumping. Is that
all right? They can have it, but they come in and want to
have jurisdiction in relation to any other matter or in
relation to the trade or commerce of Canada, and that is
a large order because the Anti-dumping Tribunal has a
specialty.

Senator Molson: It is not even external, which is per-
haps a weakness.

Senator Hays: The terms of reference are pretty wide.
They are away out in so far as dumping is concerned.

The Chairman: Can we resolve this? What is the view
of the committee? If we were seeking to have this pro-
posed section deal with the situation that the Govern-
ment wishes to cover—that is, no dumping, but a deter-
mination of injury to the producer in Canada by reason
of imports where there is no dumping—then I suggest we
could put in three or four words so that that phrase
would read “in relation to imports that might be injuri-
ous to the trade or commerce of Canada”. That would
give them all that jurisdiction.

Senator Molson: Do you need anything other than “in
relation to imports”. Why should this tribunal not consid-
er any matters relating to imports?

The Chairman: It is a question of injury.

Senator Molson: But this is a broad investigation. I
really cannot see what would be harmful as long as it
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concerns imports. The only thing that disturbs me here is
that it seems to include interprovincial trade.

The Chairman: If there was any intention to get a
finding—and Mr. Joyce said there was—under section
7(1)(a) of the Customs Tariff where there is no dumping
but injury or threatened injury by reason of the importa-
tion of certain products, then the finding of the tribunal
must be a finding of injury, or the minister would not
have support for invoking the surtax. Up to the present
time the minister and the Governor in Council make both
decisions—that is, they decide there is injury, and then
they apply the surtax. The idea now, as I understand it
from Mr. Joyce, is to divide those functions, and have the
Anti-dumping Tribunal make the determination of injury
or no injury. If they determine injury, then either Sena-
tor Molson or Senator Macnaughton asked: In those cir-
cumstances, does the minister or the Governor in Council
have to accept that finding. Mr. Joyce’s answer was very
fair. He said that international relations being what they
are, if you have a finding of an independent body that
there has been no injury, it would be very difficult for
the minister and the Governor in Council to go against
that finding and apply the surtax.

Senator Macnaughton: But, on the other hand, he could.

The Chairman: Oh yes, he could.

Senator Isnor: Why should they not have that au-
thority?

The Chairman: They have the authority. I am saying
that if that is the authority they want then that is the
authority we are prepared to give them.

Senator Isnor: That is what we have been arguing about.

The Chairman: No, Senator Isnor, we have been argu-
ing about the fact that in order to have what they are
asking they do not need as broad a section as they have
in this bill.

Senator Isnor: It does not do any harm.

The Chairman: That would be a simple way of
approach to all legislation; whatever it is we could say:
Let them have it, it does not do any harm.

Senator Hays: I think the terms of reference are too
broad. If the tribunal deals with dumping then its juris-
diction should be confined to dumping and injury to
producers.

Senator Macnaughton: I like your wording, Mr. Chair-
man. Would you repeat it?

The Chairman: My suggestion was that after the words
“in relation” we insert the words “to imports that might
be injurious to the trade or commerce of Canada.”

Senator Connolly (Ottawa West): Mr. Chairman, I hark
back to the example in which as a result of an importa-
tion there could be injury to the trade or commerce of

Canada in one sense, and that is in the fact that this
particular sale is lost. However, in the long run there
may be advantage to the trade and commerce of Canada
greater in value than the loss of the sale.

Now, why not say both imports and exports?

Senator Macnaughton: Your wording would cover this
case.

Senator Molson: The tribunal does not function with
respect to exports.

Senator Connolly (Ottawa West): The wording suggest-
ed, Senator Macnaughton, would restrict the test of
injury to whether or not the Canadian producer lost the
sale.

The Chairman: That is the only way in which the
surtax can be applied. Under the present law, the Cus-
toms Tariff Act, not this bill, there must be injury to the
Canadian producer.

Senator Connolly (Oitawa West): But suppose that in
the broader context there is an ultimate net advantage to
the trade and commerce of Canada, then the test will not
be the ultimate value but did they lose this sale?

The Chairman: More law would be needed in that case,
because the minister or the Governor in Council now
have to apply surtax where there is injury or threatened
injury to the Canadian producer in relation to imported
goods.

Mr. Joyce: I am not sure though, Mr. Chairman, with
all due respect, that it should be tied too closely to
surtax. This is obviously the immediate problem, but the
development of other problems can be conceived. It may
be that although the Government does not have in mind
taking surtax action it is concerned with regard to the
general situation in an industry where there is import
competition. It wishes the tribunal to consider that indus-
try and decide whether or not there has been injury in
the broader sense of the term, not necessarily in the
limited sense that would be necessary in order to justify
surtax action.

The Chairman: To stop right there, this is what the
Tariff Board does now, is it not?

Mr. Joyce: One can make reference to the Tariff Board
on those grounds because the provision in the Tariff
Board legislation is as broad as the provision suggested
for this.

The Chairman: Maybe that is where it belongs.

Mr. Joyce: Possibly, sir. However, if you include in this
legislation a clause as broad as that in the Tariff Board
legislation, then you leave it up to the Governor in
Council to decide whether or not that reference should be
made to the Tariff Board or to this tribunal.

It would depend partly on the workload and partly on
the relative expertise of the two tribunals.
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The Chairman: With respect to your latter ground, the
expertise of the Anti-dumping Tribunal is in the area of
injury or threatened injury to the producer. The Tariff
Board has a basis of experience and has dealt much more
broadly along the lines you have indicated in this
question.

Senator Molson: I see one difficulty in Senator Connol-
ly’s premise. There are probably two different industries
affected. One is injured and the other benefiting. How-
ever, it would be rather improbable that it would be an
injury and a benefit to the same industry in the same
transaction.

Senator Connolly (Ottawa West): That is quite true; it
is obvious in my example. The injury would be to a
manufacturing organization in Canada; the benefit would
be to an exporter who used the imported goods to pro-
duce foreign exchange by exporting to the country where
the equipment was manufactured.

Senator Molson: We would need a Solomon to deal
with that.

Senator Connolly (Oitawa West): I do not think so; it
seems to be a matter of policy.

The Chairman: That brings us into the area of national
policy of balancing exchange as an element against
injury to the Canadian producer.

What is the feeling of the committee with respect to
clause 3?

Senator Blois: I move we amend it as you suggested.

The Chairman: I have suggested this limitation, which
is in line with the present intention for the use of this
extended authority. Does the committee support that
change?

Senator Connolly (Ottawa West): I certainly do not
wish to vote against the chairman, because he carries us
so far on these matters. What does Mr. Joyce think? Does
it restrict?

Mr. Joyce: I am a little concerned about it, for two
reasons. One is that it may be difficult to word the
section in such a way as to allow the tribunal to perform
even the immediate task contemplated, which is the
determination of injury in cases where there are impor-
tations but no dumping.

However, more broadly I would suggest to you again,
senators, that there may in fact not be as great a danger
as you see in providing powers to this tribunal as broad
as those provided in the Tariff Board Act. In both cases
the reference has to be made by the Governor in Council.
Leaving this clause stand would give the option to the
Governor in Council to refer a broad question to this
tribunal rather than possibly to the Tariff Board.

Senator Connolly (Ottawa West): Is it not more than
that, Mr. Joyce? Are you not giving an importer who has
perhaps been found to have imported goods that attract

dumping an opportunity to go to this particular tribunal,
which is primarily charged with considering dumping
matters?

Mr. Joyce: At present.

Senator Connolly (Ottawa West): At the present time,
and allowing that tribunal to weigh this particular alle-
gation of injury against a possible benefit in another area
of trade and commerce?

The Chairman: Well now, senator, if you read section
16 of the act, which deals with dumping, and then the
determination the Anti-dumping Tribunal must make
as to whether there is an injury, the only manner in
which a producer can benefit is by establishing injury.

You are suggesting that, have made that decision,
the same question in substance could be referred under
this authority. What kind of decision would you expect to
be made by the Anti-dumping Tribunal on the wording
we have here? They have already decided that there is or
is not injury; would you have them make two different
decisions?

Senator Connolly (Ottawa West): They may decide, for
example, that there may be injury in respect of the
equipment imported because it may be manufactured in
Canada.

The Chairman: Then we must broaden the authority as
to the basis upon which they can proceed. Guidelines
would have to be established to say that even if they
have made a finding of injury under section 16 there is
this general reference that they are not bound by that
finding. In my opinion that creates an impossible
situation.

The Chairman: Those in favour of the amendment
please indicate? Contrary?

Carried.

Now, Mr. Joyce, I think the other items in the bill are
just tidying-up items, are they not? I notice you have
changed “three months” to “90 days”. That is simply to
be uniform in your language, I presume.

Mr. Joyce: Yes, I think there is another small point
there in that three months is not necessarily always the
same because it can depend on the length of the months,
and with this change, everybody will be treated on the
same basis. “Ninety days” is a more appropriate term.

The Chairman: Then in clause 4 you provide that
where there is a finding of no injury and that terminates
the proceedings, if the importer has put any money up in
the interim, he gets it back.

i Mr. Joyge: He gets the money back if there is a no
injury finding even at the present time, but he will get it
back more quickly under section 4 because it will be
automatic. Under present arrangements, National Reve-
nue still has to make a finding and a final determination
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which may take some time. In the meantime his money is
tied up.

The Chairman: Then in section 7 you have only added
the words “any enquiry under section 16,” providing for
the confidential nature. Was that not in the original bill?

Mr. Joyce: I think section 7 should be read in conjunc-
tion with section 6. I think taking the two together the
problem essentially here is that the original bill does
provide for confidentiality in respect of hearings before
the tribunal. The problem is that there are provisions
under which the chairman of the tribunal can designate a
particular member of the tribunal to hold hearings or
receive information, and there is a further provision that
when that member of the tribunal has held such hearings
or has received such information, that he shall not only
report to the chairman but that he will give copies of his
report to the interested parties.

The problem is that conceivably there could be confi-
dential information in that report, and this is simply to
provide that in these cases as in the case of hearings
before the tribunal that confidentiality shall be respected.
I am quite sure that in fact it has been respected, but this
is intended to give a legal guarantee.

The Chairman: Then in section 8 you are making an
amendment to the French version. What is the purpose of
that?

Mr. Joyce: The problem there is, as you know, that in
the English version dealing with the annual report, it is
provided that it be tabled within 15 days, “or if Parlia-
ment is not sitting” etc. Unfortunately in the French
version the expression used is “si le Parlement n’est pas
alors en session”. Now I pass on the question of whether
or not that is a good translation, but I suggest it is
misleading. It is proposed to change the French version to
“si le Parlement ne siége pas a ce moment 13”. Using
“siége” for a sitting seems to solve the problem.

The Chairman: Then your reference to section 9 is to
accommodate the revision of the statutes.

Mr. Joyce: That’s right, sir. I am sure you are far
better informed on this than I am.

The Chairman: Yes. Now is there anything else in this
bill that you should direct our attention to?

Mr. Joyce: I do not think so, sir. One of the sections
you did not refer to is section 5. This is on the question
of tabling or reporting the rules, and it is proposed to
bring that reporting procedure or tabling procedure in
line with the provisions for the annual report, namely
that it be tabled within 15 days, or if Parliament is not
sitting within 15 days of the next sitting. There we fell
into the same trap on the English side as we previously
fell into on the French side in the other section where it
talked about 15 days after the commencement of the
session next ensuing.

Senator Molson: Are they sitting days or calendar
days?

The Chairman: Well it says “...on any of the first 15
days next thereafter that Parliament is sitting.”

Senator Molson: But in another part it says “. .. within
15 days after the making thereof” and they do not agree.

Mr. Joyce: I am not a lawyer, senator.

Senator Molson: Neither am I, so perhaps we can talk
about it.

Mr. Joyce: I would have thought this meant 15 calen-
dar days if Parliament is sitting and if Parliament is not
sitting within 15 days of the next sitting. On that last
point I do not know whether or not it is calendar days.

Senator Molson: Perhaps we should ask our Law Clerk
for his opinion at this stage.

E. Russell Hopkins, Law Clerk and Parliamentary
Counsel: I would say it means calendar days unless it
specifies otherwise.

The Chairman: A day is a day.

Senator Carter: This also appears in other statutes.
How is it interpreted in the other statutes?

The Chairman: What other statute?

Senator Carter: I cannot tell you any specific one, but I
remember coming across this clause on numerous
occasions.

The Chairman: Well, you have dealt with it in the
alternative, that is to say you have dealt with the situa-
tion if Parliament is sitting and if it is not sitting. That is
what this section does. It is a clarification.

Senator Carier: Did we not come across it in connec-
tion with the Hazardous Products Act? I know there are
many cases where reports must be tabled within 15 days.

Mr. Hopkins: It would be so easy put in “sitting days”,
but that apparently is not what is meant.

Mr. Joyce: I think this is the normal practice.

The Chairman: The reason for the amendment, I think,
is clear if I read to you what it says in the act. It says:

Copies of all rules made pursuant to subsection (1)
shall be laid before Parliament within fifteen days
after the commencement of the session next ensuing
after the making thereof.”

That could be a long period of time if it is the com-
mencement of the session next ensuing. Now what would
happen if you were to make the rules under the present
act to read ... while Parliament was sitting”. You would
wait until the next session. The need for a change is
obvious.

Mr. Joyce: It has been pointed out that it is calendar
days under the Interpretations Act.
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Mr. Hopkins: Unless the context otherwise requires, Hon. Senators: Agreed.
which would involve the wording “sitting” before the

word “days”. The Chairman: We have no further business this morn-

ing. The meeting is ajourned.
The Chairman: Shall I report the bill as amended? The committee adjourned.

Queen’s Printer for Canada, Ottawa, 1970
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Order of Reference

Extract from the Minutes of the Proceedings of the
Senate, November 10, 1970:

“Pursuant to the Order of the Day, the Honourable
Senator Lang moved, seconded by the Honourable Sen-
ator Paterson, that the Bill S-5, intituled: “An Act
respecting weights and measures”, be read the second
time.

After debate, and—

The question being put on the motion, it was—

Resolved in the affirmative.

The Bill was then read the second time.

The Honourable Senator Lang moved, seconded by
the Honourable Senator Paterson, that the Bill be re-
ferred to the Standing Committee on Banking, Trade
and Commerce.

The question being put on the motion, it was—
Resolved in the affirmative.”
Robert Fortier,
Clerk of the Senate.



Minutes of Proceedings

Tuesday, November 17, 1970.
(4)

Pursuant to adjournment and notice the Standing
Senate Committee on Banking, Trade and Commerce met
this day at 9.30 a.m. to consider:

Bill S-5, “An Act respecting Weights and Measures”.

Present: The Honourable Senators Hayden (Chair-
man), Aird, Beaubien, Blois, Burchill, Carter, Connolly
(Ottawa West), Hollett, Isnor, Kinley and Welch. (11)

Present but mot of the Committee: The Honourable
Senators Lafond and Urquhart. (2)

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

Witnesses:
Department of Consumer and Corporate Affairs:

The Honourable Ron Basford,
Minister.

G. E. Anderson,

Assistant Director and Chief Engineer,
Standards Branch.

National Research Council:

Dr. A. E. Douglas,
Director,
Division of Physics.

At 11.00 a.m. the Committee adjourned until later this
day, and subsequently, until Wednesday, November 18,
1970, at 9.30 a.m.

Wednesday, November 18, 1970.
(5)

Pursuant to adjournment and notice the Standing Sen-
ate Committee on Banking, Trade and Commerce met
this day at 9.30 a.m. to resume consideration of Bill S-5.

Present: The Honourable Senators Hayden (Chair-
man), Beaubien, Blois, Burchill, Carter, Connolly
(Ottawa West), Cook, Flynn, Haig, Hollett, Isnor,
Kinley, Molson and Welch. (14)

Present but mot of the Committee: The Honourable
Senator Lafond. (1).

In attendance: E. Russell Hopkins, Law Clerk and
Parliamentary Counsel; Pierre Godbout, Director of
Committees, Assistant Law Clerk and Parliamentary
Counsel.

4:4

Witnesses:
Department of Consumer and Corporate Affairs:
G. E. Anderson,

Assistant Director and Chief Engineer,
Standards Branch.

Department of Justice:

Paul D. Beseau,
Legislation Section.

Upon motion it was Resolved to amend clause 6 of
the Bill.

Note: (The full text of the amendment appears by
reference to the Report of the Committee immediately
following these Minutes.)

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

At 10.15 a.m. the Committee adjourned to the call of
the Chairman.
ATTEST:

Frank A. Jackson,
Clerk of the Committee.



Report of the Committee

Wednesday, November 18, 1970.

The Standing Senate Committee on Banking, Trade
and Commerce to which was referred Bill S-5, intituled:
“An Act respecting weights and measures”, has in obedi-
ence to the order of reference of November 10, 1970,
examined the said Bill and now reports the same with
the following amendment:

Page 4: Strike out lines 8 to 12, inclusive, and substitute
therefor the following:

“(2) Notwithstanding subsection (1), the Governor
in Council may not amend Schedule II in such a
manner that

(a) the ratio of any one unit of measurement to any
other unit of measurement is altered; or

(b) Canadian units of measurement are not author-
ized for use in trade.”

Respectfully submitted.

Salter A. Hayden,
Chairman.
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The Standing Senate Committee on Banking, Trade

and Commerce

Evidence

Ottawa, Tuesday, November 17, 1970

[Text]

The Standing Senate Committee on Banking, Trade
and Commerce, to which was referred Bill S-5, an act
respecting weights and measures, met this day at 9.30
am. to give consideration to the bill.

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

The Chairman: Honourable senators, our witness is the
Honourable Ron Basford, Minister of Consumer and Cor-
porate Affairs. With him are Mr. R. W. MacLean, Director
of the Standards Branch, Mr. G. E. Anderson, Assistant
Director and Chief Engineer, Standards Branch, and Dr.
A. E. Douglas, Director of the Division of Phyics, National
Research Council.

Mr. Minister, would you care to follow the usual prac-
tice of making an opening statement?

The Honourable Ron Basford, Minister of Consumer
and Corporate Affairs: I have a very short opening state-
ment, Mr. Chairman, which may serve to refresh honour-
able senators’ minds on this bill. In respect of honoura-
ble Senator Lang’s statement, it is impossible really to add
very much to what he said in moving second reading of
the bill, because he gave such a very complete and full
statement at that time.

Senator Connolly (Ottawa West): We will tell him
about that, Mr. Minister.

Hon. Mr. Basford: Thank you, Senator Connolly. I pre-
sume honourable senators have read that very full and
complete statement and that, therefore, there is not really
much that I need repeat this morning. If I may just
recapitulate the real principles of the bill. The purpose of
the bill here this morning is really to update the existing
Weights and Measures and Units of Measurement Acts
which have been in force since 1951. This updating is
necessary for several reasons. First, it will permit the
regulation of new types of devices and new practices in
the weighing and measuring field that are not presently
covered by existing legislation such as coin-operated lig-
uid-dispensing machines which are something new since
the last act, and machines such as dryers or machines
that are selling things on the basis of time, again which
were not covered by the existing legislation.

The Chairman: I suppose you are referring to such
things as laundromats.

Hon. Mr. Basford: The situation where someone is
buying someting on time—for instance, where you put in
a quarter for so much time; and it was that time of
service which was not provided for in the old legislation.
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Secondly, it will allow for the present inspections at
fixed periods to be replaced by more efficient inspection
programs based on sophisticated statistical sampling tech-
niques. That is to say, Mr. Chairman, now under the
legislation we have to go around every so many years
and inspect every device. We feel on the advice of con-
sultants and engineers that with the improvements in
measuring devices and weighing devices, this can be done
on a sampling basis and a statistical basis at a saving of
expenses and costs and yet still give protection to the
commercial community.

Thirdly, it will help to prevent fraudulent or undesira-
ble practices connected with the delivery of fuel oil and'
odometers on automobiles. We will get into those sections
later, section 28 and onwards.

Fourthly, it will streamline the enforcement with
respect to short weight in prepackaged goods. That is to
say, it will permit seizure and detention of goods at the
factory level where there are contraventions of the act’
until corrective action can be taken rather than having to
wait until the goods reach the retail level. The bill, as
Senator Lang explained, is complementary to the con-
sumer packaging and labelling bill which was introduced
recently in the House of Commons. The provisions of the
weights and measures bill will apply to all levels of
trade, though it, like the companion bill, is intended
above all to protect the interests of Canadian consumers.
But I emphasize that the present bill is designed to
ensure that in the market one gets true measure when-
ever one purchases by weight, by volume, by length, by
area or by time.

While the packaging and labelling bill, which will
come, of course, to the Senate when it has passed the
House of Commons, is concerned principally with the
consumer, the Weights and Measures Act and the Units
of Measure Act which is combined with it are concerned:
with the measurement of commodities for all purposes of
trade, so that no matter what someone is trading in, they
can with safety rely on the fact that a pound is a pound
or a yard is a yard. The bill before us makes it an
offence to give short weight or measure and it provides
for the proper use of scales and other measuring devices;

For example, before any type of scale or any measur-
ing device can be used in Canada for trade, it must have
been tested and approved by the Standards Branch of my
Department in the laboratory we have here in Ottawa. It
must be so constructed as to measure accurately and be
likely to maintain its accuracy under normal use.

Finally, the bill sets forth the permissible units of
measurement for trade use in Canada. It defines the basic
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units in scientific and legal terms in accordance with the
latest internationally accepted system, the so-called Sys-
téeme International. Honourable senators may wish to
examine Doctor Douglas, Director, Division of Physics of
the National Research Council on the implications of that
part of the bill receive his somewhat technical expla-
nation of those features of the bill.

1 Both the customary Canadian units and what are
generally referred to as the metric units will continue to
be valid for use in Canada, although the Governor in
Council may add new units of measurement or redefine
existing ones in accordance with the needs of changing
times. The use in trade of customary Canadian units, that
is the yard and the pound, can only be curtailed by
specific reference back to Parliament, and honourable
senators will see that provided for in the legislation.

By bringing the existing act up to date and incorporat-
ing certain new features required by contemporary trade
practices, the bill will increase the protection given to the
consumer and bring Canada’s legislation into line with
weights and measures control in other developed coun-
tries of the world.

That is all I have to say by way of an introductory
statement, Mr. Chairman, but I would be happy to
answer any questions that honourable senators may have
or to refer any more detailed questions to the officials I
have with me.

The Chairman: Now, honourable senators, we are open
for questions.

Senator Connolly (Ottawa West): Mr. Chairman, I
understand that the United Kingdom is moving towards
the metric system, to conform in other words to the
system in use on the continent. There is some resistance
to this which I can understand. Do you expect that we in
this country and perhaps even on this continent would
move towards that system of measurement in time?

Hon, Mr. Basford: Yes, I do. As you know, Senator
Connolly, my colleague, the Minister of Industry, Trade
and Commerce, tabled last winter—January or Febru-
ary—a White Paper on the metric system in which the
advantages of that system were pointed out, and in
which the Government undertook to put in motion cer-
tain steps which would lead us gradually at least to a
conversion. Parliament also passed in the last session the
bill establishing a Standards Council of Canada. As you
will recall, one of the objects of that Council is to exam-
ine the implications of conversion to the metric system.
My own view is that we should not be debating whether
to convert or not, but how to convert in order to mini-
mize the cost and the disruption. It is also obvious that
we are going to have to move and convert somewhat, if I
may use the expression, hand in hand with the United
States because of our trade position with that country.

Senator Connolly (Ottawa West): Do you think they
might be as quick to move as we might want?

The Chairman: Are you asking if there is any indica-
tion of that?

Hon. Mr. Basford: There is a good deal of agitation in
the United States and, as I understand it, the Secretary
of Commerce, Mr. Stans, has established an advisory
committee composed of all those in the private sector
who might in any way be involved in the question of
conversion. The United States Congress has appointed a
committee to examine the question as to whether the
United States should convert or not. There is, I know, in
the area that I am involved with on a day-to-day basis,
the consumer area, a good deal of agitation among
American consumer groups for conversion. There is a
great deal of interest in the question in the United States.

Senator Connolly (Ottawa West): There would be some
considerable interest in it for a nation like Canada which
relies upon and is so heavily involved in foreign trade.

Hon. Mr. Basford: I think there is. I mention the con-
sumer interests because the metric system makes for ease
of comparability and ease of measurement. I think the
truly important aspect is trade, and, of course, when
Britain converts and if it enters the European Common
Market, which it is trying very hard to do,—and as you
know Japan has gone metric—we in North America are
going to end up, as I said in a speech, as an island in a
metric sea, which can be very costly. It can be terribly
costly if our manufacturers have to produce in one meas-
urement for domestic consumption and the North Ameri-
can trade, and another measurement for our export
trade.

* The Chairman: I think the date in the United Kingdom
is 1975. Is that the objective date?

Mr. G. E. Anderson, Assistant Director and Chief Engi-
neer, Standards Branch, Depariment of Consumer and
Corporate Affairs: I think 1980 is their final deadline for
complete conversion.

The Chairman: Well, there are two aspects, and I sup-
pose they are equally important; one is the domestic
situation which you have detailed and the other is the
international aspect, and we must not lose sight of the
importance of the international aspect.

Hon. Mr. Basford: There are, of course, some areas in
Canada that already have converted. The pharmaceutical
industry conducts itself pretty well metrically and I think
by now over the last few years most Canadian hospitals
have converted. So there is some conversion going on.

Senator Connolly (Ottawa West): Yes, if you go to a
hospital nowadays they talk about milligrams.

Hon. Mr. Basford: And I would hope that this is some-
thing that the Standards Council in a voluntary way
could promote—that the various sectors convert on their
own.

Senator Connolly (Ottawa West): The very fact that
the Australians have adopted the dollar system for their
currency. . .

The Chairman: You mean the decimal system.

Senaior‘Connolly (Otitawa West): ... with great difficul-
ty and with a lot of criticism of the government, is a
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move that indicates that changes in the system of meas-
urement certainly can be achieved.

Hon. Mr. Basford: We at least, senator, do not have to
go through the conversion of our currency.

The Chairman: At the present time, of course, you
have all kinds of equipment and gadgets and whatnot
that measure {ime and service and project measurements.
When this bill becomes law, how do you propose to deal
with those machines and equipment that are presently in
use? How will you apply your testing techniques? Will
they be required to get certificates before they can con-
tinue to operate?

Hon. Mr. Basford: The regulation power in the act
allows us to set up the inspection procedures that are
deemed necessary to protect accurate measurement. We
can do two things; inspect and licence the particular
measuring device, or we can go on as is done with scales
and inspect every scale each year to make sure it is
accurate. There is a section, for example, on parking
meters which, of course, are selling time. We obviously
do not propose to go around and inspect every parking
meter in Canada. But there are six or seven manufactur-
ers of parking meters, and we would call upon the manu-
facturers to produce their prototype and we would exam-
ine it to make sure it is a good measuring device as
defined in the act.

The Chairman: Well, they might of course like you to
put a nickle or a dime in every parking metre.

Hon. Mr. Basford: They might, of course, but we do
not intend to do that.

The Chairman: There are two steps there, one is the
testing of any new equipment that is coming out, and you
mentioned that they would have to send their equipment
to your testing laboratories in Ottawa in order to qualify
for a certificate. I am more concerned at the moment
about those things that are in existence and are
operating.

Hon. Mr. Basford: There is not attempt to make the act
retroactive.

The Chairman: No.

Hon. Mr. Basford: But I think what you are really
concerned about is something that is already in place.
Section 8, which covers devices, would, of course, apply
to devices going on the market now.

Senator Connolly (Ottawa West): You are doing it at
the manufacturers’ level, or you are contemplating it?

Hon. Mr. Basford: This is for new things that are
covered. This is what we do with scales. If the big scales
manufacturers develop a new kind of scale...

Senator Connolly (Oitawa West): Without the thumb!

Hon, Mr. Basford: Yes. I am trying to think of the
name of a scales manufacturer. Say Toledo, for example,
develop a new scale. Before they market that new scale
they come to our Standards Branch and get that new

design approved as a measuring device for sale in
Canada, and that allows them to sell it in Canada. Of
course, if a butcher buys that new scale, he will have a
weights and measures inspector come down every year to
make sure that he has not been fiddling with the scale.

Senator Connolly (Ottawa West): Yes, “might”—if he is
part of the sample.

Hon. Mr. Basford: Well, the new act will allow him to
be part of the sample. Now we have to go and inspect at
great cost.

The Chairman: I notice in section 8, Mr. Minister, in
the “Use of Devices,” the provision is that:

No trader

—and that might be the butcher or grocer—

...shall use, or have in his possession for use, in
trade, any device unless that device

(a) is of a class, type or design that has been
approved for use in trade pursuant to section 3;. ..

Hon. Mr. Basford: That is right.

The Chairman: I am still getting back to the machines
and equipment that are presently being used. Does that
contemplate, then, that it is the obligation of every trader
to get in touch with the manufacturer of that machine to
see if it is included in the class or type or design that has
been approved by your department?

Hon. Mr. Basford: No. It is up to the manufacturer,
before selling the devices, to have them approved pursu-
ant to section 3.

The Chairman: No, I am talking about the ones that
are out in the field now. Then this bill becomes law. Does
he have to stop doing business until he can find out from
the manufacturer of that machine whether it is in an
approved class! Is there going to be some period of time,
run-in time, after the act becomes law under which he
can gather that information? As I read it, if it means
literally what it says, then he had better stop doing
business until he gets a clearance.

Hon. Mr. Basford: Of course, there is no problem when
it comes to weight and measure, because these provisions
have applied for years in Canada, for example, with
scales. We are enlarging the act to provide protection for
devices that measure time, and we willl have a regulato-
ry power to allow some lead-in time on most devices that
are already on the market.

The Chairman: Is it the intention to allow lead-in time
in the regulations?

Hon. Mr. Basford: Yes.

The Chairman: I would not expect that at this moment
you have given too much thought to the length of the
lead-in time.

Hon. Mr. Basford: No.
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The Chairman: It may be different in different types of
equipment, but I think lead-in time would be necessary
for those presently operating.

Hon. Mr. Basford: Yes.

The Chairman: What is the difference, Mr. Minister, in
relation to weights, between this bill and the present
law? Have the standards been changed or altered or
added to?

Hon. Mr. Basford: There are the technical features of
measurement which, if you wish, I will have Dr. Douglas
explain. This is really the amalgamation of two bills: one
the Weights and Measures Act and the other the Units of
Measurement Act, which repeals the Electrical and Pho-
tometric Units Act.

Senator Connolly (Ottawa West): That is a federal act?

Hon. Mr. Basford: Yes. This is a new feature of the
measurement of standards. If senators will turn to the
schedule of the act, our reference standards for measure-
ment in Canada used to be as set out in Schedule IV,
where we kept in the National Research Council a meas-
urement that was a yard long, against which all other
yards were measured. Now—and this is where Dr. Doug-
las comes in—all our measurements in Canada are
referred to the International System of Units which is
contained in Schedule I. It is against those measurements
that every Canadian measurement is made. That is a new
feature and a very technical one which Dr. Douglas will

have to help me out on. Have I made a mistake yet, Dr.
Douglas?

Dr A. E. Douglas, Director,
National Research Council: No.

* Hon. Mr. Basford: The other features are the system
for the sampling of inspections rather than across-the-
board inspections, the indices of time and volume, the
part d_ealing with fuel oil truck measuring devices, which
we will come to later in the bill, the parts dealing with
OQ.ometers—those are all new features.

division of Physics,

3 Senator Connolly (Ottawa West): When we were talk-
Ing about the yard, it seems to me there was at one time,
anc_l DErhaQs_ there still is, in a case in Paris, under very
strict conditions of preservation, a unit of measurement

kept at a constant temperatur
of it. What is that? p e, pressure, and all the rest

Hon. Mr. Basf'ord: We have one here in the National
Research Council also, but I will ask Dr. Douglas to
explain what they have in Paris, because this system of
measurement goes back to the system in Paris.

Dr: Douglas:.The'e unit of mass is still maintained as a
physical quantlty. in Paris, at the International Bureau,
and all other units of mass are related to that.

Senator Connolly (Oitawa West): Do we conform?

Dr. Douglas: We conform and we measure ours against
theirs as precisely as possible, and maintain a secondary
standard, which is essentially Canada’s primary standard
here. With regard to other units, the unit of length has,

been changed and it is no longer a physical standard. It
turns out to be the wave length of light which can be
measured more precisely than any physical standard. This
has been defined so that within the accuracy of measure-
ment it conforms to the old physical standard, but the
physical standard is no longer the primary standard.

The Chairman: Mr. Minister, was there any communi-
cation or discussion with those elements in the various
industries, business and trade in relation to this bill,
when it was in the course of preparation?

Hon. Mr. Basford: Not specifically during the course of
preparation, although in terms of some of the technical
features of the act we have had representations over the
years from various groups. But it would be my intention,
as it has been under all of these acts I have been intro-
ducing, that in the development of regulations under the
acts—and it is, of course, in that area that people are
generally basically concerned, particularly those who are
in the business—that we would seek the advice of...

The Chairman: Manufacturers?

Hon. Mr. Basford: ...of those in the business on tech-
nical matters, such as tolerances. Where something has to
be tested or measured as such and for certain purposes
then trade tolerances are allowed either way from that.

Senator Connolly (Ottawa West): That arises because
of shinkages or increases in weight by reason...

Hon. Mr. Basford: Yes, changes in temperature will
change the volume or weight of certain substances. We
can add additional units of measurements under this bill,
and this would be done on the basis of representations
from those in the trade. There may be representations
that some customary unit of measurement should be
added.

Then, as to the specifications for measuring devices, we
would consult with the trade, the manufacturers of mea-
suring devices, on the development of regulations. I have
already agreed in writing with the Association of Scale
Manufacturers to consultation on the development of
regulations. That is, we have agreed that when we sit
down to write the regulations we will consult with those
in the business.

The Chairman: What groups do you contemplate you
will consult with, or invite to make representations?

Hon. Mr. Basford: It will be the people who are princi-
pally concerned with the approval of measuring devices
and, therefore, they will be the manufacturers of measur-
ing devices. Here I am referring essentially to the Associ-
ation of Scale Manufacturers. I am not sure whether
there is, for example, an association of parking meter
manufacturers. If there is then that association will be
welcome to come in on these discussions. I have not
heard from them, but if there is such an organization
they are welcome to come in and consult with my offi-
cials on the drafting of regulations in relation to their
products.
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The Chairman: That type of measuring is pretty well
straightforward. It concerns the sale of time, and it is
either ten minutes or it is not.

Hon. Mr. Basford: Yes, but we would be concerned
with the design of the measuring devices, and with any
tolerances that might be allowed. On the average, elec-
tricity meters are inspected every seven years, but there
may be changes in design so that they probably do not
have to be inspected every seven years.

The Chairman: What does this mean? For instance, in
Ontario the Ontario Hydro issues certificates as to the
quality of equipment including measuring equipment, I
believe. Is there going to be any conflict or any duplica-
tion here?

Mr. Anderson: The standards for measurement by elec-
tricity meters are set by the Standards Branch of the
Department of Consumer and Corporate Affairs, and
Ontario Hydro will insist that any manufacturer must
supply them with equipment that will meet our
specifications.

The Chairman: Am I to understand that a manufactur-
er must first get the approval of your department before
the provincial authority will look at his product?

Mr. Anderson: On the measurement side, that is cor-
rect, sir.

Senator Burchill: How often are they inspected or
tested?

Mr. Anderson: Electricity meters?
Senator Burchill: Yes.

Mr. Anderson: Every six or eight years, and then we
have a statistical sampling program which will allow a
good quality of meter that has been well maintained to
continue on by two-year extensions, so some meters have
remained out for as long as twelve years at the present
time, and may go on for a longer period. But, the proof
of the pudding is in the eating, and they must prove to
us that they continue to meet our requirements.

Senator Hollett: I take it that it is not the intention of
Canada to go into the metric system overnight.

Hon. Mr. Basford: No.

Senator Hollett: How do you get there? Does this bill
give you the authority to change over?

Hon. Mr. Basford: No, it certainly does not. In fact,
when the bill was read the first time in the Senate there
were some press reports that that was its effect, but that
is not correct. The bill provides that two systems of
measurement can be in use in trade in Canada, one being
the metric system and the other being the system with
which you are all familiar. That cannot be changed with-
out further legislation. There is no power in this bill to
outlaw for purposes of trade either one of those systems,
and particularly the foot-pound-second system.

Senator Connolly (Oitawa West): Mr. Chairman, I
should like to ask the minister a question I asked the

sponsor of the bill. In looking at Schedule II I notice that
under “Measurement of Volume or Capacity” there are
listed bushel, peck, gallon, quart, pint, and so on. The
minister referred to the units that are in use in trade,
business and commerce. What ran through my mind as
Senator Lang was speaking in the House was the impor-
tance of the term “barrel”, particularly in the oil indus-
try. Very few people—and this includes myself—know
exactly the volume of a barrel of oil, or whether a barrel
of oil sold from the Canadian or American oil fields is
the same size as a barrel of oil that comes from Venezue-
la or the Middle East. My point is that this is a unit that
is very much in use in trade and commerce today—per-
haps more so than some of the other units that are
defined here—so why is it not included in the schedule?

Hon. Mr. Basford: I noted your question previously,
senator. The Governor in Council under this legislation
can define “barrel” as a unit of measurement. This is one
of the changes in this bill. Previously a new unit of
measurement could be added only by way of amendment
to the act, but now we can define a new unit by order in
council. So, Senator Connolly, we could define “barrel” as
a unit of measurement for purposes of trade in Canada if
we choose to do so, but I am advised that the situation is
confused by the fact that there are many different kinds
of barrels, the size of which depend upon the particular
products with which one is dealing. You mentioned the
oil industry which, as a matter of custom, has a certain
size of barrel, but other industries use different sizes of
barrel as a customary unit, and, therefore, we would
have great difficulty in trying to regulate that.

Mr. Anderson, who is with me, is an expert on barrels,
and he would be happy to give us a short discourse on
the proliferation of barrel sizes.

The Chairman: I was wondering if Senator Connolly
would limit the contents of the barrel about which you
are going to speak to oil.

Senator Connolly (Ottawa West): I think the container
for the other commodity which you have in mind is a
keg.

Senator Hollett: Perhaps he was thinking of a barrel of
fun. May I ask this question: Has Canada any representa-
tive on the General Conference on Weights and
Measures?

Mr. Douglas: Yes.

Hon. Mr, Basford: Would you expand on that, Mr.
Douglas?

Mr. Douglas: This is an international agreement to
which Canada conforms, and we have representation on
this General Conference, but all changes and amend-
ments must go through the Department of External
Affairs for the approval of the Canadian Government.

Senator Blois: I think I am correct in saying that
although in the old days we bought oil by the barrel or
by the gallon we now buy it by weight. The average
barrel is equal to 45 gallons, but oil is also bought by
weight rather than by the barrel or the gallon, is it not?
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Hon. Mr. Basford: Perhaps that is the tendency, but I
will ask Mr. Anderson to confirm it.

Mr. Anderson: When it comes in bulk cargoes, then it
is by the ton.

Hon. Mr. Basford: In bulk cargoes oil is generally sold
by the ton; in smaller quantities the gallon is still the
conventional unit.

Senator Blois: I am not referring to fuel oil, but others,
such as lubricating or wool oil. They are generally pur-
chased in carloads but are sold by the pound rather than
the gallon or barrel, by many manufacturers.

Mr. Anderson: This
experience.

has not been our general

Senator Connolly (Oitawa West): But you do hear of it
being sold by the ton?

Mr. Anderson: Yes, in bulk.

Senator Blois: We bought a good many carloads, which
were always by the pound. I know of many manufactur-
ing industries in Canada selling special oils by the pound
or ton.

thl\:r. Anderson: There is nothing in the act to prohibit
at.

Senator Blois:
method.

It appears to be a more reliable

Mr. Anderson: You know exactly where you stand.

E Senator Connolly (Ottawa West): It is measured at the
time of delivery.

Senator Blois: It is weighed to check the weight,
because there is variation.

Senator Burchill: What containers are used?

Senator Blois: The wooden barrel and the metal
barrel are used; it depends on the firm it is purchased
from. Sometimes the type of barrel can be specified.

5 Senator Connolly (Ottawa West): We were going to
ear something about barrels. Will you include the bar-
rels used by the apple growers in the Annapolis Valley?

Mr. An'derson: This is one of the difficulties. At the
present time there exists legally in Canada only the
excise barrel, which is 25 gallons, for the purpose of
assessing excise. However, within the petroleum industry
we have more or less permitted the use in trade of the
petroleum barrel, which is exactly 42 U.S. gallons. This
converts to 34.97 Canadian gallons, so that within the
petroleum 'trade one barrel is 34.97 gallons, which is a
defined unit and perfectly satisfactory.

However, in the United States the situation has devel-
oped that there are no less than seven different barrels:
31 gallons, usgd 'for excise tax on beer; 31} gallons,
usgd fo? most liquids; 36 gallons, used for rain barrels in
estimating the v.olume of cisterns; and 40 gallons for the
purpose of their proof liquors. There is a 42-gallon
petroleum barrel, which is exactly 42 U.S. gallons. This

as the apple barrel, which is equivalent to approximately
27 gallons. For some unknown reason they also have a
barrel for cranberries, which is about 22 gallons.

We wish to avoid such a situation in Canada. We might
permit one or two barrels, but they would have to be
specified in terms of the Canadian gallon to make it
perfectly definite to all.

Senator Connolly (Oitawa West): Does it really mean
that commerce and its various branches will be permitted
to use the word barrel but will be compelled to state the
content?

Mr. Anderson: I think that would be appropriate.

Senator Connolly (Oitawa West): And the regulation
would so provide.

Mr. Anderson: Yes.

Senator Connolly (Ottawa West): It appears to be the
only sensible way of proceeding.

The Chairman: It could either be by gallon or pound
measurement.

Mr. Anderson: Yes.

Senator Carter: My understanding was that the ordi-
nary standard steel drum in which the fisherman buys
his gas and diesel oil contains 45 gallons. I did not hear
mention of that.

Mr. Anderson: There may be a 45-gallon barrel, but I
have found seven different sizes.

Senator Connolly (Ottawa West): Believe me, there are
45-gallon barrels; I have to handle them across a lake.

Senator Carter: The fisherman buys a 45-gallon drum
and receives 40 gallons of gas and 5 gallons of water.

Hon. Mr. Basford: Then he should report that to our
regional office in Newfoundland. If it is sold as 45 gallons
of gasoline and contains only 40 gallons, that is an
offence.

Senator Connolly (Ottawa West): In addition, if the
barrel contains five gallons of water, the gas is not very
much good.

Senator Carter: Oh, yes; he gets down to the water
eventually as he pumps it from the bottom up. He does
not know how much water he receives until it is just
about empty. It is too late then to prove a case.

The Chairman: He could stop pumping when the water
arrives. I understand you to say that on the basis on
which he operates the water would be the last to be
pumped out.

Senator Blois: That is not correct, because pumping
from the bottom the water might come out first, or mixed
with the gasoline.

Senator Carter: Clause 13(1) reads:

The Minister may designate as a local standard any
standard that has been calibrated and certified in
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relation to a reference standard as accurate within
prescribed tolerances.

One of the witnesses referred to bulk cargoes. It is
very often more convenient for the fisherman to buy salt
by volume rather than by weight. The same is true of
bulk cargoes of coal over the side of a ship, which is very
d:fficult to measure. Therefore a standard-size barrel is
used, of which 10 equal one ton.

What would happen to these measurements under this
clause?

Hon. Mr. Basford: They are not units of measurement
under this clause.

Senator Carter: They are convenient for purposes of
selling; it is not convenient to use the weight measure.

Hon. Mr. Basford: That is a custom of the trade that
has developed. It is not a unit of measurement under this
bill.

Senator Carter: Then that is prohibited under this bill?

Senator Hollett: No; subclause (2) reads:

Every local standard shall be calibrated within
such periods of time as many be prescribed.

Hon. Mr. Basford: I should explain the meaning of the
local standard referred to in clause 13. We have certain
reference standards in our laboratory and in the National
Research Council in Ottawa. We also have inspectors
throughout Canada who carry what are known as loecal
standards. When inspecting a scale they have a little kit
contain'ng weights. They place a l-pound or 25-pound
weight on the scale to test its accuracy. The weights are
returned periodically to Ottawa to be tested for loss of
weight, which does occur.

Senator Carter: We are now back to Senator Connolly’s
point though.

The Chairman: Senator Carter, when you referred to
the fisherman getting a ton of coal, he must have a
method of determining what is a ton when shovelling it
over the side.

Senator Carfer: That is right. They have to sell it by
volume, they have to measure the tubs or barrels that
they know the weight of, the average weight.

The Chairman: But they agree that ten of those will be
a ton.

Senator Carter: They agree that ten barrels of coal will
be a ton of coal.

The Chairman: The only question then is whether that
measuring device multiplied by ten does produce a ton,
but they have agreed that it does.

Senator Carter: But it does not prohibit them from
using that type of measure.

The Chairman: I would not think so, no. I'do not think
these provisions come into that at all. They have agreed
that this is a measuring device.

Senator Connolly (Ottawa West): If it were feasible
they could put it in a paper bag, as long as they get the
weight.

Senator Carter: As long as they agree they are getting
the weight, yes. There is no standardization here for
television tubes. An American 17-inch television tube is a
different animal from a Canadian 17-inch television tube.
Is there any way of regulating that? One store may sell a
17-inch tube which is quite different from the 17-inch
tube sold by another store.

Hon. Mr. Basford: There is no way of dealing with that
under this bill. The inches are the same, but one set is
measured corner to corner and the other is measured
horizontally across. The inches they are measuring it
with are all the same inches, and those inches are provid-
ed in the bill. The description given to the television tube
would not be dealt with in the bill; that is a custom of
the trade, in which American sets are measured horizon-
tally and Canad'an sets are measured diagonally from
corner to corner. Therefore, Canadian sets are smaller.

Senator Carter: Does it come in somehere? Does it not
even come in under fraudulent advertising? I mean, two
people are advertising two different things and saying
they are the same.

Hon. Mr. Basford: Maybe if you were to ask that ques-
tion when the packaging and labelling bill is before you
I might be able to give an answer, because under that
bill we may be able to say—I am not sure, I would like
to examine the question—that television tubes will be
measured horizontally. I am not sure and I would like to
examine it. Certainly we would not and could not do it
under this bill, and that is not the purpose of this bill.

Senator Carter: I notice that Schedule I contains all
these scientific definitions. I suppose you have not yet
arrived at the point where there can be a definition of
the quality of cable television?

Hon. Mr. Basford: No.

Senaior Carter: So that with cable television you buy
a picture and they must provide a minimum standard of
quality?

Hon. Mr. Basford: I suppose you could do that, but not
under this bill, because that would not be a unit of
measurement.

Senator Carter: There would have to be some sort of
standard included in Schedule I related to the clarity or
intensity of the image received by cable television.

Hon. Mr. Basford: I think we are confusing somewhat
the purposes of this bill. For instance, the light bulbs
here have a certain lightness, and I think, Dr. Douglas,
that is determined by a unit of measurement provided
for under this bill. Is that right?

Dr. Douglas: Yes.

Hon. Mr. Basford: The lumen. They are measured in
accordance with that standard, No. 12. There is nothing
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in this bill which says that light bulbs must be of so
many lumens. We should need another bill to do that, a
bill governing the quality of light bulbs.

Senator Aird: You do not consider that your inspectors
have a power under clause 16?

Hon. Mr. Basford: No. This relates to a measuring
device. It is to allow the inspector to make, pursuant to
regulations that we pass, very minor adjustments, par-
ticularly in remote areas. Rather than having to send
the measuring device to, say, Vancouver, Toronto or
back to Ottawa, to correct it, the inspector can make
minor adjustments to ensure that it is accurate.

Senator Aird: What concerned me about that clause
was the use of the phrase “may be prescribed”.

The Chairman: By regulation.

Hon. Mr. Basford: The key word is “device”, which is
defined in the bill in the definition clause as:

any weight, weighing machine, static measure or
measuring machine.

That is, a device is something that measures, and that is
what it is limited to, so the inspector can make minor
adjustments in that measuring device or measuring
machine.

Senator Carier: I am a little intrigued by the wording
of subsection (2) of clause 6:
...the Governor in Council may not amend Schedule
II in such a manner that Canadian units of measure-
ment are not authorized for use in trade.

Why would you want to do that anyway?

Hon. Mr. Basford: That relates to the questions asked
here_ this morning on whether this bill allowed for con-
version to the metric system. The bill provides for the
two systems of measurement. Yoy will notice that Sche-
dule II sets out the customary Canadian units of meas-
urement—a mile, an inch, and so on. Subsection (2) of
clause 6_ specifically prohibits the Governor in Council
from doing away with those customary units, so we can-
not convert to the metrice system and cannot outlaw these
customary units without coming back to Parliament.

The Chairman:
Parliament, with
valid.

You may end up, if you did not go to
two systems, both of which would be

Hon. Mr. Basford: We have two systems now.

The Chairman: That is right.

Hon. Mr. Basford: Both of which are valid. Y
f : . You can
sell something by the metric measure or by the custom-
ary measure that we are used to, and both are legal.

Neither can be made illegal without i
Parliament and Parliament so declaring?ommg back to

Senator Aird: I should like to ask the minister
about
f:lause 36, 'fmd go back to the original questioning, where-
in you indicated that there would be a time-lag. It seems

to me that this clause answers the question in part,
because it relates to the not marking business. It would
seem to me that if one wished to have a device to be
used in the trade, he would have to come to your depart-
ment in any event to establish the validity of his product.
Is that your interpretation?

Hon. Mr. Basford: This bill applies to measuring
machines that are for use in trade. We have regulations
that provide for what happens to measuring machines
not used for trade. I am thinking of the bathroom scale,
which must be marked as not for use in trade. If someone
has a bathrooom scale that is not so marked, the onus is
on him to prove that it is not being used for trade.

Senator Aird: He has to come to you for that evidence,
is that correct?

Hon. Mr. Basford: What he should do is mark it “not
for use in trade”. If he has not marked it, it is a pre-
sumption that it is for use in trade and therefore it has to
be inspected, licensed and approved by the department.

Senator Aird What you are saying is that the marking
is in the manufacturers’ discretion in the first instance.

Hon. Mr. Basford: Yes, but if he does not mark it he
has to get it approved.

The Chairman: Senator, I should think that if you took
bathroom scales that were not marked “not for use in
trade”, and were physically located in the bathroom, the
onus could quite easily be shifted which might otherwise
be on the owner of the scale. I am not suggesting that he
was carrying on trade in the bathroom.

Hon. Mr. Basford: Funny things go on sometimes.

Senator Bleois: In the last few days I have had several
inquiries in retail stores with reference to devices for
measuring yard goods. Can they continue to use the same
ones or must they have them checked? Nearly every yard
goods store uses them for measuring. I understand these
devices are not inspected at the present time.

Hon. Mr. Basford: I am afraid I do not know in this
instance.

Senator Blois: I think you must know. There are thou-
sands of these used for measuring cloth by the yard.

Mr. Anderson: Are you thinking of the kind you run
the cloth through and get a recording?

Senator Blois: That is right.

Mr. Anderson: Those are supposed to be approved
devices and not to be used unless they are approved.

Senator Blois: They have been in stores for years.
What do they have to do? It is worrying many of these
people. I have had five inquiries within the last few days.
Are they liable if they do not do something about it?
There seems to be a lot of fear in the minds of some of
these merchants.

Mr. Anderson: They should be approved devices. If not,
they are illegal.
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Senator Blois: One merchant contacted me and said
that they had been using theirs for approximately 15
years and he does not know if they are accurate or not.
They went to the trouble of putting in the device and
then using a yard stick to check on it and the measure-
ment was not the same, although there was not much
variation.

Mr. Anderson: They could be violating the law.

Senator Blois: What should a merchant do in a case of
this kind? Is there some action he himself should take?

Mr. Anderson: The inspectors visit all establishments
when they believe there is any form of measuring device.

Senator Blois: One of these firms told me that to their
knowledge there had not been any inspector visit their
establishment to look at the machine.

Mr. Anderson: The onus is on the traders to draw it to
the attention of the inspector. The inspector goes into a
store probably to inspect the scales and will ask if that is
all the measuring devices there are.

Senator Blois: Dry goods stores do not have scales.

Mr. Anderson: Then probably our inspector would not
go into the store.

Senator Blois: This particular person was wondering if
he would be held responsible if it was brought to the
attention. ..

Mr. Anderson: If he gave short measure,

Senator Blois: What should he do? I don’t think that
the bill gives this information.

Hon. Mr. Basford: He should write to the Standards
Branch of the Department of Consumer and Corporate
Affairs in Ottawa, giving his name and address and
giving the details about the device. He should inquire
whether it is an approved device and request that an
inspector visit his store to check it.

Senator Blois: Are you suggesting that the many thou-
sands of stores would have to write to your department
about every device in their shops?

Hon. Mr. Basford: If they have something that it is
being used as a measuring device.

Senator Blois: I think that practically every dry goods
store has these measuring devices. Surely you do not
expect every store across Canada. ..

The Chairman: There is a simple alternative we dis-
cussed a while ago. The manufacturer of that device
should be the one to clear it. If this device is of the
particular kind or class which has received clearance by
the manufacturer, then the retailer should be home free
as far as any prosecution is concerned.

Hon. Mr. Basford: I am referring to section 8 of the act
Which says:

No trader shall use, or have in his possession for
use, in trade, any device unless that device (a) is of
a class, type...

et cetera. This is why he should write to the department
to find out if his measuring device is of a type already
approved.

Senator Blois: Will there be any notice going out to
these stores advising them that they must do this? These
people are worried. I would like to advise them, but I do
not know how to do it.

Hon. Mr. Basford: No, there would not. This act is not
changing that situation. I am talking about the existing
situation before this act was passed. If they are using a
measuring device it must be of an approved type. This
has been the law for the last 30, 50 or 100 years.

The Chairman: Mr. Minister, I think there might be
appropriate advertising in the form of notices in regard
to some of these points at the appropriate time. Maybe
the regulations would provide for that.

Hon. Mr. Basford: Yes, although I think the manufac-
turers of measuring devices know the law. I think mer-
chants surely know that they have to give correct
measure.

The Chairman: They certainly should know that it is
the law.

Senator Blois: Merchants are trying to protect them-
selves for the future.

Hon. Mr. Basford: This law is not changing anything
relative to those dry goods stores.

Senator Blois: I realize that.

Hon. Mr. Basford: If they have a device that measures
length it should be accurate, and that has been the case
under the existing law even before this bill is approved.

The Chairman: Mr. Minister, there is a question I
would like to raise with respect to section 35, which
provides for punishment, et cetera, on summary convic-
tion or on conviction upon indictment where the Crown
elects to proceed by way of indictment. For years we
have had a provision in the Income Tax Act similar to
the proposed section where the Crown may proceed sum-
marily in respect to charges involving false statements or
evasion of taxes or elect to proceed by way of indict-
ment. This provision is also in the Narcotics and Drugs
Act, and it may be in a lot of other legislation. My
concern now stems from the fact that it would appear
that for the first time this right of election to proceed by
way of indictment has been challenged in the courts. A
county court judge has held that such a right of election
by the Crown in the terms of this provision in the
Income Tax Act is a violation of the Bill of Rights.

Now, undoubtedly the Crown is going to appeal that
decision if it has not already done so. The Crown has a
right to appeal to a single judge in Ontario and if not
satisfied there, to proceed to the Appeal Court of Ontario.
If it is not satisfied there it may go to the Supreme Court
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of Canada, which is the end of the road. That envisages
a fair lapse of time. All our troubles rose, as you know,
from the Drybones case in the Supreme Court of Canada
which ruled that in respect of intoxication the fine should
not be greater for an Indian as such a provision was in
violation of the Bill of Rights. The purpose of this section
I think is to provide a greater penalty, depending upon
the gravity of the offence, and method is encompassed in
the right of elect'on to the Crown to proceed by way of
indictment. I think that is the hard core of the problem.
It seems to me—and this is what I would like you to give
some thought to—that if, instead of drawing this distine-
tion between summary procedure and proceeding by
indictment, you provided in the regular way for prosecu-
tion of an offender and the accused person would go into
court and he could elect to be tried summarily or he
could elect for trial by judge and jury, which he could
afterwards change to a speedy trial before a county
judge, you could accomplish all this if you just had the
offence stated with your penalties reading a little differ-
ently, that is, that if the fine, in these circumstances that I
have related, were made up to $5,000, instead of dividing
it between $1,000 on summary conviction and $5,000
when there is a conviction when the election is to pro-
ceed by way of ind ctment and there is a conviclion. The
term of imprisonment could be made up to two years or
both. Then you are putting the question of what is the
proper penalty in the discretion of the judge and avoid-
ing any question of conflict with the Bill of Rights.

I had intended to speak to you about this beforehand,
but I did not have an opportunity. It is bothering me. All
legislation that involves this sort of procedure is going to
raise the same issue, until the question is finally decided.
Whether we should go along, if we can do something that
is just as good, from your point of view, is the question.

Hon. Mr. Basford: We are getting into something that
is really out of my hands and in the hands of the
Department of Justice. My advice is, of course, that we
should continue. This is the advice we get from the
Dgpartment of Justice, to continue writing legislation in
this way. Should the case that you refer to, in which the
Crown has taken further proceedings, not turn out the
way that the Crown is arguing, then presumably some
general corrective measure would have to be taken, rela-
tive to all legislation that has this in it—and this is a
very common provision. I do not think the advice from
the Department of Justice is that, half way, while this
other matter is still before the courts, we start adjusting
one specific piece of legislation.

The Chairman: No, but the point is, do we go ahead in
the face of a legal decision which is the law at present
time, until it is reversed and we enact something that has

begn decla_red invalid. Would you look at it from that
point of view.

Hon. Mr. Basford: I wish, Mr. Chairman, you had
spoken to me, because of course this is a matter on which
I have to_ take the advice of the law officers. I do not have
that advice at the present time, specifically.

The .Chairman: ¥ th'ink we would have time today. I do
not think we are going to be sitting very long in the

Senate this afternoon. If we do not finish here with this
bill this morning, we would simply adjourn until later in
the day. As I understand it, our idea is to move this bill
along as quickly as we can. It is that kind of legislation,
that should be moved. I would like to get some expres-
sion of opinion from the Department of Justice. I do not
want them to commit themselves on pending cases which
they may be intending to appeal. But we have to look at
it from our point of view, if we are asked to go ahead
and enact something that, in the present state of the law,
is invalid.

Hon. Mr. Basford: I would be happy to try to arrange
for a representative of the Department of Justice to
appear before the committee. I could not appear myself
this afternoon.

The Chairman: It is only twenty minutes to eleven
now. I wonder if it would be possible to get in touch with
somebody there to see if he is available to come over at
this time.

Hon. Mr. Basford: Yes. Mr. MacLean, would you ask if
Mr. Thorson or someone near him can come over.

The Chairman: Shall we let that matter stand for the
moment, until we get a viewpoint from the Justice
Department? This is a thing that bothers me. I am not
arguing the merits.

Hon. Mr. Basford: I appreciate that.

The Chairman: I am concerned because if we approved
of this we would be approving something that has been
declared by the court at the present time to be invalid.

I have another question I would like to ask you. It is in
relation to the bottom of page 3, clause 6, about amend-
ing certain schedules. As you will note, Mr. Minister, I
still say “schedules” (using sk-), although I may be part
of the minority.

Hon. Mr. Basford: I do not know which is correct.

The Chairman: Here you have provided for the Gover-
nor in Council by order to amend Schedule 1 by adding
to or deleting from Part I, Part II, Part III, Part IV or
Part V thereof, as the case may be, any basic, supple-
mentary, derived or customary unit of measurement.
Exactly how would that be interpreted? Let us see—a
derived or customary unit of measure, is that defined?

Hon. Mr. Basford: If one looks at the schedules, you
will see that the courts...

The Chairman: Page 25.

Hon. Mr. Basford: Yes. Dr. Douglas may want to
expand on what I say, but as you can see, this is a very
technical matter. First, there is Part I, the basic units of
measurement—six basic measurements. Then there are
two supplementary ones. Then there are 13 derived ones.
As I understand the state of physics, the quality or the
state of definition of measurement and the kinds of meas-
urement can change and advances can be made. This
would allow the Governor in Council to take account of
those advances. Can you add something to that, Dr.
Douglas?
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Dr. Douglas: I cannot add anything further, except to
say that, without doubt, the international system of units
will change. For example, I can say that within perhaps
ten years the definition of the metre will not be precisely
the same as it is now, it will be a more precise defini-
tion—which will not change it within normal trade
practices.

Hon. Mr. Basford: There is the definition there.
The Chairman: Yes, I see that.

Hon. Mr. Basford: What Dr. Douglas is saying is that,
over the years, with advances in physics and the ability
to measure, that definition will change and improve.

The Chairman: I am ftrying to get to the position, in
understanding this, where it may be said that, in making
a change of this kind, whether in some fashion by altera-
tion or by adding other words, you are not doing a
legislative act. That is what I am trying to get at. We
were all through that problem on another occasion.

Hon. Mr. Basford: Yes, I know we were, and I knew
that that was what you were trying to get to, and of
course I was not falling into that trap.

The Chairman: I can tell you frankly that I was not
setting a trap. As a matter of fact, in the way in which I
presented it, I thought I was looking to find a way in
which this would be justified, but not as legislation.

Hon. Mr. Basford: It is not, of course, because what is
proposed there, as Dr. Douglas says, is to change the
scientific definition of metre—not to change the metre as
a unit of measurement, but to change the definition of
metre to take into account improvements in science, as
might be agreed, for example, in the Conference on
Weights and Measures. I must admit I do not understand
what that definition of metre means, because we are into
higher physics here.

Senator Burchill: In my ignorance, may I ask whether
a wave length is always the same length?

Dr. Douglas: In accuracy as we know it today it is the
most precise thing we have that a physicist can tie length
to, and, therefore, this has been selected specifically
because it is the same.

The Chairman: Mr. Minister, what I am getting at,
really, is whether the descriptive words that you have
used by adding or deleting are really the language that
best describes the authority you are looking for. Or is
that accomplished by changing? You do have the authori-
ty under regulations to make definitions.

Hon. Mr. Basford: But you may well want to add basic
units of measurement, although for the moment I cannot
think of one. But I would have to consult Dr. Douglas on
that. But for example, the last one there, No. 6, as I recall
it, the candela as a measurement of luminous intensity, it
is a relatively new measurement. Is that not right, Dr.
Douglas?

Dr. Douglas: Yes.

Hon. Mr. Basford: And there may well be new units of
measurement developed.

Dr. Douglas: One could assume that perhaps some day
a unit of sound measurement, a measurement of sound
intensity, could be added to this list.

The Chairman: You are not helping me very much.
You know the basic thing that is bothering me. If this is
not an exercise in legislative authority, then it is perfect-
1y all right. That is what I am looking for some help on.

Hon. Mr. Basford: I do not see that it is an exercise
in legislative authority. It seems to me that it is a valid
regulatory function in an extremely scientific area—
determining units of measurement in accordance with
the international system of units—in order to provide
the executive with the power to take into account
changes in definition and the establishment of new units
of measurement and to put into the act by way of regu-
lation those new units or those new definitions. One
surely does not want to have to come back to Parlia-
ment merely to change a definition. For example, if one
looks at the definition of “second”, the unit for measure-
ment of time, it is the duration of 9 192 631 770 periods
of the radiation corresponding to the transition between
the two hyperfine levels of the ground state of the
caesium 133 atom. Now, I don’t think if physics develops
a better definition for “second” that Parliament wants
to enact that new definition. It is properly a regulatory
function rather than a legislative function.

The Chairman: It occurred to me that perhaps the
proper place for this right to extend or change or vary
should be right in the schedule itself.

Hon. Mr. Basford: I am sorry, but I do not follow
you.

The Chairman: Instead of in the statute.

Hon. Mr. Basford: But surely, if you are going to
change a schedule, the right to do so must be in the
statute; not in the schedule.

The Chairman: Not if the statute provides the author-
ity and approves the schedule in the form in which it
is, and if the form provides for such variations as science
may develop or make necessary.

Senator Pearson: Mr. Chairman, if you turn to page
28 of the bill, you will find that if you pass this act
you are giving the Governor in Council the right to
change a mile to 1,800 yards instead of 1,760 and so on
down the line. I know it is not intended to do that, but
I think it is rather stupid to say that under this sub-
section (b), page 4, the Governor in Council may amend
schedule II by adding thereto or deleting therefrom any
Canadian unit of measurement, together with its symbol
or abbreviation and its definition.

Hon. Mr. Basford: What that refers to, Senator, is
that we could, for example, going along with Senator
Connolly’s (Ottawa West) line of questioning, add “bar-
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rel” as a unit of measurement and define that. And in
respect of that, I have explained that there are so many
different barrels in use...

Senator Pearson: But there is no barrel mentioned
here. There are thousands of barrels, but they are not
standardized.

Hon. Mr. Basford: We could make the barrel a
standard unit of Canadian measurement, and, to the list
of measurements by volume from A to L, we could add
M, “barrel”, and its abbrevation, and then define what
the barrel is.

Senator Pearson: That is quite in order, but, if you
read section (b), page 4, it says:

(b) amend Schedule II by adding thereto or deleting
therefrom any Canadian unit of measurement, to-
gether with its symbol or abbreviation and its
definition.

Why should we give the Governor in Council the
right to change, for example, the definition of mile or
furlong or yard or inch, et cetera? Do you need that
power? What do you want it for?

Mr. Anderson: Well, sir, I can see the difficulty which
you raise. However, it was difficult for the Department
of Justice to come up with a set of words which would
accomplish what we required. The idea was that some
unit may become obsolete in time. For example, the
furlong is probably only used in horse racing. I do not
think it is used in ordinary measuring by surveyors at
the present time. It might be that we would decide to
do away with some of these units. The rod, for example,
being five and a half yards, is not a common unit today
in surveying. It might be that in time we would decide
to scrap that.

On the other hand, we might decide to add a new
unit of length. For example, we might add a mill, which
would be defined as 1/1000th of an inch, and we would

make that a legal measurement for the benefit of some
trade.

fl‘hat was the idea, but I can see the difficulty that you
raise that some fine day the Governor in Council might
decide that from now on a foot will only be ten inches,

or ‘sgmething like that. I can see that such a possibility
exists.

Senator Pearson: Not that I think it is at all probable,
but it still is there as a possibility, as you admit.

Mr. Anderson: Nevertheless I thought we had that
covered by subsection (2) which says that:

Not\yithstanding subsection (1), the Governor in
Council may not amend Schedule II in such a

manner that Canadian units of measurement are not
authorized for use in trade.

In other words, we could see that Parliament did not
wish to surrender the power to some official who could
perhaps ulti‘matel‘y say, “All right, we are scrapping the
customary imperial system of measurement and from

now on we are going to use meters, litres and kilograms,
and they will be the only measurements we will
recognize.”

We thought we were preserving the right of Parlia-
ment, but perhaps we have rendered it somewhat weaker
by this earlier subsection (b).

As I say, I can see the difficulty, but again this is
someting that the Department of Justice should speak to,
if you feel this is a serious matter.

Senator Pearson: I am thinking of public opinion.
People may well ask what kind of stupid committee we
have up here in Parliament when we recommend that an
official can have power to change the definition of, for
example, one mile from 1,760 yards to 1,800 yards or to
2,000 yards. Slightly different wording would be in
order to solve the problem, perhaps.

Senator Burchill: Could that not be redrafted to meet
that point?

Mr. Anderson: Yes, I think it might.

The Chairman: Honourable senators, the suggestion I
make in relation to both section 6 and section 35 is that
we stand them at the moment and then hear from some-
body from the Department of Justice some time later
today. This bill is too important to be hung up for any
length of time. We should if possible try to clear it today
if we get proper explanations on these points that give us
some concern.

Senator Burchill: Why not

afternoon?

adjourn until this

The Chairman: First of all I want to know if there are
any other questions in relation to any other matters in
the bill on which senators would like information. The
minister has to leave shortly. If there are any such
questions, he would like to give the explanations.

Senator Holleit: I move the adjournment.

The Chairman: I suggest then that we adjourn, not to
go back over all the things that we have dealt with but
simply to hear further information in relation to clause 6
and clause 35. For that purpose we will adjourn until
later this day. May I suggest that we resume when the
Senate rises which could possibly be around 3 o’clock.
We sit at 2 and I understand there is very little on the
order paper.

Senator Blois: I understood that somebody was phoning
to ask somebody from the Department of Justice to be
here. If he comes and we are not here, that will be too
bad.

The Chairman: So far as these particular clauses are
concerned, it would be more convenient for us to deal
with them when the Senate rises this afternoon. Further-
more there is another committee just starting now, the
Legal and Constitutional Affairs Committee, to deal
with the Federal Court Bill which is an important bill
too. So, it will be possible to deal with that bill in the
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other committee without delaying this one. Somehow or
other we will continue with this one today.

Hon. Mr. Basford: I shall not be able to be back this
afternoon.

The Chairman: Well, if any problems should develop,
we will get in touch with you.

The committee adjourned until later this day.

Upon resuming at 4 p.m.

The Chairman: Honourable senators, we are without
the witnesses that we expected. Even in the Minister’s
office they do not know at this time where the witnesses
are; they could be in any one of three or four places.

I therefore suggest that we adjourn until 9.30 in the
morning and we will see that they are given due notice
as to the hour and the place, and if necessary we will
even send a messenger to bring them over by the hand.

Is it agreed, honourable senators that we now adjourn?
Hon. Senators: Agreed.
The committee adjourned.

Ottawa, Wednesday, November 18, 1970

The Standing Senate Committee on Banking, Trade
and Commerce, to which was referred Bill S-5, respecting
weights and measures, met this day at 9.30 a.m. to give
further consideration to the bill.

Salter A. Hayden (Chairman) in the Chair.

The Chairman: We adjourned our consideration of Bill
S-5 yesterday leaving two sections on which we requested
further information, section 6 and section 35. Now this
morning we have here, as we had yesterday and it is
much appreciated, Mr. Anderson, and in addition we
have Mr. Scollin and Mr. Beseau from the Department of
Justice.

I would suggest that we proceed first with section 6.
Our difficulty in that section was, I think, primarily to
find out what it meant, because if you do not know what
it means, it is hard to make any decisions. That is no
reflection on Mr. Anderson. Would you care to have
another go at it, Mr. Anderson, or is Mr. Beaseau here to
reinforce the situation?

Mr. G. E. Anderson, Assistant Director and Chief Engi-
neer, Standards Branch, Department of Consumer and
Corporate Affairs: Mr. Beseau, I think, has come up with
a suggestion as to what wording might be altered. Would
you like me to try to give you an explanation?

The Ckairman: Yes, if you would, please.

Mr. Anderson: Honourable senators, the intention of
the schedule in this act is to fry to ensure that those
Units which we use in Canada have known relationships
to the internationally accepted units. Now if those inter-
nationally accepted units should become larger or small-
er, the Canadian units would become larger or smaller in
always the same proportion. That is to say that we have
defined the yard as 9,144/10,000ths of the metre, which is

defined in terms of wave-lengths of light. If they should
decide that they want to add a third decimal place in
addition to the second decimal place, this would make
the yard that much larger. It would then become 9,-
144/10,000ths of the third place of decimals, which you
can see is an insignificant fraction for all practical pur-
poses, but from the scientific point of view it always
keeps us in step.

The same is true with our pound. We have defined the
pound as an exact mathematical relationship to the inter-
national kilogram. If the international kilogram should
by any mischance be destroyed, they would attempt to
reconstitute the international kilogram by getting the
kilograms which have been distributed around the world
to all the signatories of the general conference on weights
and measures—there are some 40 or 50 kilograms
throughout the word—and they would bring them back
to Paris and get an average kilogram. Now that average
kilogram might not be exactly the same as the original
kilogram; it might differ by one part in a million, or one
part in ten million or one part in 100 million, but our
pound would have that same relationship to the new
kilogram as it had to the old. This might mean adding
one or two specks of platinum to bring it into line, but it
would then have the same relationship as it had before.
So this is what we mean when we say that the Canadian
units shall be based on the international units.

The Chairman: That is in section 4?

Mr. Anderson: Yes. Now we say then in section 6 that
he can add to or delete from Part I and if the definitions
require changing, they will be changed. Similarly in
section 2 which deals with the Canadian units, as I
mentioned yesterday, it might for some reason or other
be decided that we should drop the rod or that we should
drop the furlong or it may be that we should add some-
thing like the barrel and define it once and for all, and
this was to give us flexibility in making these adidtions or
deletions.

Yesterday one of the senators raised the point that it
would be possible theoretically for the Governor in
Council to decide that there shall only be ten inches to
the foot. I believe that was the essence of the point
raised. Now I have spoken very briefly to Mr. Beseau on
this subject, and whether he has had an opportunity to
come up with a set of words which might overcome this
difficulty, I am not sure.

The Chairman: Mr. Beseau, would you care to take
over?

Mr. P. D. Beseau, Legislation Section, Depariment of
Justice: Mr. Chairman, as Mr. Anderson mentioned a few
moments ago, I have been trying to work out some kind
of formulation of words where by changing a definition
in either Schedule I or Schedule II the Governor in
Council would not be authorized to vary the ratio of one
unit to another unit in the same schedule, so that he
would always have the same ratio between any two units
of measurement that are set out in the schedules.

If T had a little more time I might be able to come up
with suitable wording, but I would like to discuss it with
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Mr. Anderson and make sure it fits into the wording for
the department.

The Chairman: Since we are dealing in terms of meas-
urement, maybe we could relate that to the amount of
additional time that you feel you might need. Would it be
later today or next week?

Mr. Beseau: I would hope that maybe within 15 or 20
minutes I could come up with some suitable wording.

The Chairman: All right. Then we will go on with the
other section. Neither you nor Mr. Anderson is taking
part in the discussion on that, so that we can excuse you
and maybe by the time we are through with that you
will be ready with some wording.

Mr. Beseau: Right.
The Chairman: Is that agreeable?
Hon. Senators: Agreed.

The Chairman: Mr. Scollin, we now have for consider-
ation section 35.

May I just recall for you that in our discussion yester-
day we were concerned about section 35 and the provi-
sion whereby the Crown, in prosecuting some person who
has committed an offence under certain sections of this
proposed act, may proceed by way of the summary con-
viction procedure or elect to proceed by way of indict-
ment, in which event the penalties are increased under
this section.

However, I should call your attention to the fact that
what the section does, in those circumstances, is to estab-
lish maximum penalties, and there is a substantial differ-
ence between this provision and the provision in the
Income Tax Act, because in the Income Tax Act, in
addition to the penalties by way of fine and imprison-
ment being more substantial if the Crown proceeds by
way of indictment, there is a minimum sentence of
imprisonment, if you are convicted, which applies in any
event, and if you are convicted there is no way around
that and you have to serve the time.

. We were considering yesterday the effect of the recent
Ju_dgment which was based on a corresponding section,
with that variation, in the Income Tax Act, which
dgclared that provision invalid by reason of the Bill of
1@1ght_s. We ‘were considering whether we were in a posi-
tion in which we should, in the face of that decision,
approve a section of this kind or evolve some variation of
1t., because, as I pointed out yesterday, variations are very
mmple t.o eﬁgct, except I would suspect that since this
section in this form, or some variation of it, exists in
many federal statutes, the desire of the Crown may be to
keep the provisions reasonably uniform.

Tha't is the background as a result of which the minis-
ter salgl, well,.he acted on the advice of the Department
of Justice, v&{hlch he is required to do as the minister, and
he. was not in a position to enter into discussion. So we
said we would adjourn the matter and have someone
appear from the Justice Department. Now Mr. Scollin is

here to take on that responsibility. Would
Mr. Scollin? ¥ you proceed,

Mr. J. A. Scollin, Director, Criminal Law Section,
Depariment of Justice: Mr. Chairman and honourable
senators, assuming—as I am respectfully not prepared to
assume—that His Honour Judge XKelly’s decision was
right in the Conn Stafford Smythe matter ..

The Chairman: We are not assuming that either. All
we are saying is that it is there.

Mr. Scollin: It is under appeal. One of the factors
indeed,—as Senator Hayden has pointed out—that did
motivate the court was this matter of the minimum
two-month penalty of imprisonment which is imposed
under section 132(2) of the Income Tax Act.

Indeed, Judge Kelly, in reciting the factors that affect-
ed him, pointed out that:

The effect of Subsection 2 is that before trial,
when there is only a prima facie case in the hands of
the Attorney-General he can, by acting under Sub-
section 2, deprive the Court of its sentencing power,
because there is a provision for a mandatory term of
not less than two months.

So this was obviously one of the factors, and it is a
distinction between that situation and the situation under
section 35.

Really, honourable senators, I think Senator Hayden
has already said anything else I could say. I do not think
there is anything I can add to that. I think it is a valid
distinction in so far as the reasoning of Judge Kelly is
concerned in relation to the Income Tax Act. I do not
myself think that the fact that there is an election is a
valid reason for saying it is an infringement of the Bill of
Rights, but that matter is before the courts, on a man-
damus, and the judgment has not, as far as I know, yet
been given.

The Chairman: The basis of Judge Kelly’s decision was
he was looking at the provisions in the Bill of Rights,
and he decided, in the reference to his judgment which
you made, that this sentence—which proceeded in any
event, if there had been an election to proceed by way of
indictment and there was a conviction—deprived the
accused person of equality under the law. That is, the
sentencing is in the discretion of the presiding judge,
after conviction; but if the statute, as it does in the
Income Tax Act, requires a minimum sentence, it is the
statute that sentences the person who has been convicted
and there is no exercise of discretion permissible.

If you committed the same kind of offence and the
Crown does not elect to proceed by way of indictment,
then there is not equality under the law. I am not
expressing my opinion now; I am trying to interpret the
judgment. I think this is the basis upon which Judge
Kelly’s Reasons for Judgment proceeded, that there was
not equality under the law in those circumstances,
because everybody is not subject to the same kind of
penalty within the discretion of the judge. The committee
may have a different view. I do not think it is part of our
task here to analyze judgments. We simply look at the
judgment, and if it is in point, whether there is an appeal
pending or not, we then have to make whatever decisions
we feel we should make in the circumstances. If it is not
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in point then I do not conceive it to be part of our job to
say: “Well, if this section 35 were in issue we think on
the basis of Judge Kelly’s judgment the conclusion inev-
itably would have to be the same.” We are not a court
of appeal.

This is only a personal view, but the furthest I feel
could go would be to say that we are not going to pass a
provision in respect of which there is a judgment out-
standing declaring it to be invalid, regardless of the stage
of the proceedings at which the judgment may rest. That
was the position I took yesterday, but it appears to me
that the difference in wording—that is, this minimum of
two months in any event under the Income Tax Act—is a
material difference. It is very material certainly to the
person who is convicted in a case where the Crown has
elected to proceed by way of indictment. It is very
material because he does not have a right to make a
presentation before sentence, which is a right of a con-
victed person, or his counsel on his behalf, to say why
the penalty of the law should be tempered in such and
such a way. He cannot. The Crown has precluded him
from doing that by electing to proceed by way of indict-
ment, but you do not have that situation under section
35,

Senator Flynn: Very frequently we find in our statutes
a difference in the maximum penalties when the Crown
proceeds either by way of summary conviction or by
indictment. I do not think there has ever been a judg-
ment saying that this is contrary to the Bill of Rights for
the simple reason that there are two unequal penalties,
one stiffer than the other if you proceed by way of
indictment. I agree with the witness in this particular
case. The fact that there was a minimum penalty if you
proceed by way of indictment might have created an
inequality under the law.

The Chairman: Senator Flynn, the ideal way of word-
ing this section—but the Crown is not restricted to taking
the ideal way—would be to provide for the offence and
then provide on conviction for a maximum penalty.

Senator Flynn: I am not a specialist in criminal law,
but I have never understood why they had this kind of
provision which gives discretion to proceed by way of
summary conviction or indictment, and providing a stiff-
er penalty if they proceed by way of indictment. I have
never understood that. Perhaps the witness or Mr. Hop-
kins can help us in that regard.

Mr. E. Russell Hopkins, Law Clerk and Parliamentary
Counsel: This is just a guess, but it seems to me that it
Wwould leave an option to the Crown in certain circum-
stances that seem to be more serious than others. The
Crown can proceed in a serious way or a less serious
way.

Senator Connolly (Ottawa West): It is a discretionary
Mmatter on the part of the Crown.

" The Chairman: But there is a weakness in that kind of
argument to support the distinction between proceeding
Y way of summary conviction or by way of indictment.

The weakness is that the section only establishes a max-
imum penalty. The Crown might proceed by way of
indictment but the judge may not take the same view as
to the gravity of the offence, and the penalty he would
impose might be the penalty provided for in relation to a
summary conviction.

Senator Flynn: You might have a lesser penalty if you
proceed by way of indictment than if you proceed by
way of summary conviction.

The Chairman: Yes, that is right, it could end up in
that way. So, where you have that possibility it is dif-
ficult to say that there is any basic unfairness to the
accused person, although frankly I think the whole thing
could be accomplised without this artificial structure.
There could be simply an offence and a penalty which
would be a maximum penalty, and the accused person
could be allowed to go into court and elect summary
trial, or trial by judge and jury.

Senator Carter: Is there not a principle here that under
this section now the punishment fits the procedure rather
than the crime?

The Chairman: Yes, that is right. I hope that Mr.
Scollin is taking notice and notes of all the comments
that are being made here this morning, because at some
later date this may well be reflected in something that
will be before us.

Senator Molson: Mr. Chairman, as a matter of academ-
ic interest, is not the whole of military law based on this
same principle? I am thinking of the fact that the powers
of the junior officer are limited, and if the matter pro-
ceeds to court martial then the whole scale of punish-
ment is upgraded. Is this not for the purpose of limiting
the powers of the junior or less sophisticated procedures,
rather than the reverse which is what we seem to be
discussing here? Am I not correct in my thnking?

The Chairman: I remember when we were examining
the new National Defence Act and all those procedures
some years ago that there was quite a discussion on this
point. I think the basis of the discussion was that as the
accused person went up the line of the various means of
trial there were more benefits or protections afforded him.

Senator Molson: Yes, and heavier penalties.

The Chairman: Yes, but in order to get that result we
defined the procedures much more carefully.

Are there any other questions?

Senator Carter: Just following along with Senator Mol-
son’s analysis on the military side, I would point out that
there would be a court of inquiry before a decision was
made as to whether they would proceed by way of court
martial. So, there is that protection there which you do
not have here.

Senator Molson: Yes.

The Chairman: Wait a minute. If the Crown elects to
proceed by way of indictment the accused has to appear
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before a magistrate. The only decision that a magistrate
can make is as to whether there is a case to send on for
trial.

Senator Molson: That would be the same as a court of
inquiry.

The Chairman: Except with this big difference, that the
magistrate in those circumstances cannot weigh evidence.
That is correct, is it not, Mr. Scollin? He cannot weigh
evidence. He has to decide whether there is a prima facie
case, and that is why almost inevitably the accused at
the stage of the preliminary hearing before the magis-
trate, where there is an indictment, does not offer any
evidence. It is so difficult to refute the prima facie case.

Mr. Scollin: The onus is entirely different. In a prelimi-
nary hearing the doubt is resolved in favour of the
Crown.

The Chairman: That is right. Are there any other
questions? Is it the opinion of the committee that we
should approve section 35 in the form in which it is?

Hon. Senators: Agreed.

The Chairman: Then that leaves just section 6. I see
that our witnesses have been very diligent. Are you going
to deal with this Mr. Beseau?

Mr. Beseau: Yes, Mr. Chairman.
The Chairman: We are now back to section 6.

Mr. Beseau: In relation to subsection (2) of section 6 we
are going to propose for your consideration that it be
rewritten as follows:

Notwithstanding subsection (1), the Governor in
Council may not amend Schedule II in such a
manner that

(@) the ratio of any one unit of measurement to
any other unit of measurement is altered; or
(b) Canadian units of measurement are not author-
ized for use in trade.

That would accomplish the dual purpose of preventing
the complete change-over from Canadian system to
metric system by order in council. It would also prevent
the changing of a unit of measurement to alter the ratio
between one unit as opposed to another unit, so that we

would also have a balance between the different units of
measurement.

The Chairman: I believe this was your concern yester-
day, Senator Hollett?

Senator Hollett: Yes.

The Chairman: We suddenly might discover that there
was a foot 10 inches long.

Senator Hollett: I think the witness is perfectly in
order; I agree with it anyway.

The Qhakman: I put a question to the minister yester-
day, which he left as one of the items which his experts,

as he referred to them, from the Department of Justice
might deal with.

I asked him whether conceivably clause 6, the power to
amend by adding or deleting from the schedule, is regula-
tory and not legislative in its effect.

Mr. Beseau: This is much more inflexible than it would
be if it were in regulations. The units of measurement are
set out in the act.

It became necessary to give a power to add to the
schedules in the event that new units of measurement
are derived as a result of scientific progress. With respect
to the power to delete, the capacity in the area of science
for determining accuracy seems to be increasing con-
stantly. As a result it is found from time to time that, for
example, the last decimal in one of the figures in the
schedule is no longer accurate. It was decided that rather
than go back to Parliament and ask that the figure .00789
be changed to the figure .00788, they be given this power
to delete and replace the definition making the minor
correction.

The Chairman: Everything that you have said, Mr.
Beseau, seems to me to affirm the principle that this is
conferring some form of legislative power upon the Gov-
ernor in Council. The question to decide then is whether
this is the kind of delegation that we should approve.

Mr. Beseau: I would say that is correct, senator.

The Chairman: Would it accomplish it if clause 6 were
made subject to clause 4? In other words, that this power
could only operate within the limits of clause 4.

Mr. Beseau: I would interpret clause 6 as being subject
to clause 4 because this is the power to amend the
schedules. Notwithstanding that, clause 4 is the overrid-
ing clause, that all units of measurement must be based
on the international system.

I understand that where some of these definitions do
require amendment is as a result of international conven-
tions or conferences whereby it is agreed that the present
definition is somewhat out of date.

The Chairman: We have searched out instances in all
the legislation that has come before us where the
administrative officials are really being given the power
to legislate. In many cases we have taken serious objec-
tion to it. In some cases we have applied time limits in
which their action can evolve and at whatever stage it is
at a certain time is the law and only action of Parliament
could change it.

We did that in the bank legislation in relation to the
guarantee of deposits up to a certain amount. They
were taking a provision in the act that the definition of a
deposit would be established by by-law. They seemed to
feel that they could not arrive at a satisfactory definition
as quickly as required to include it in the bill before us.
We informed them we would give them two years and
whatever it was at that time would be the end of their
exercise of this authority. That is the law and only
Parliament can change it.
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It appears to me that this is not the same type of
situation. Maybe this is an area of legislative action in
which we would be justified in approving some
delegation.

Serator Flynn: The witness is of the opinion that
clause 6 is subject to clause 4. It is implied.

Mr. Beseau: It is already subject to clause 4.

Senator Cook: Is an order in council under clause 6
tabled?

Mr. Beseau: This would be the type of order that
would be a regulation within the meaning of the Regula-
tions Act. It would be reviewed by the Department of
Justice, enacted and tabled in the house in the same
manner as other regulations.

Senator Carter: In schedule III a French foot is defined
as 12.789 inches, whereas in schedule II an English foot is
defined as 1/3 yard. How are they distinguished? They
are not the same animal, but they have the same symbol.
Is it taken for granted that in Quebec the French foot
and no other is used?

Senator Flynn: No, only under the interpretation of
some articles of the Civil Code would the French mea-
sure be used. It would be used, for instance, in cases
involving boundaries of land. When reading the Civil
Code this is the interpretation; otherwise the foot in
Quebec is the English foot. When measuring land origi-
nally granted under seigniorial tenure you use it. It could
only be used in that case.

This is exactly the question.

The Chairman: Clause 5 correlates to Schedule III to
which Senator Carter is referring.

Senator Carter: It could only be used with the old
grant.

The Chairman: That is right.

Senator Carter: My question concerned having the same
symbols. Do you just put it down in exactly the same
way?

The Chairman: You want to know whether when writ-
ing a foot under Schedule III it is the same as when
writing it under one of the other schedules?

Senator Carter: Yes.

Mr. Anderson: I suppose it would be called pieds
francais.

Senator Carter: That is what I say. If that is what is
really meant, I think we should just have the French
name for it.

The Chairman: We do.
Mr. Anderson: We do.

The Chairman: On the right-hand side there is the
French version.

Senator Carter: But it has no English use at all.

The Chairman: There are both the English and French
versions.

Senator Carter: But the word “foot” in English does
not mean the same as “pied” in French.

The Chairman: It does not have to. The heading of
Schedule III is “Units of Measurement to Describe Cer-
tain Land in Quebec”, and that is the provision in clause
5 of the bill.

Senator Carter: But that is written in French and not
in English at all. I do not see the point of the English
part of Schedule III.

The Chairman: Honourable senators, I have referred
this proposed amendment to Mr. Hopkins. There is only
one problem that seems a little bothersome. The proposed
amendment to subsection (2), which continues part of
subsection (2) refers to “Canadian units of measurement”.
The real question is what that encompasses. If I look at
Schedule II I see that the heading is “Canadian Units of
Measurement”. If this is what is made inviolate, that
cannot be changed, it means that you cannot change
anything in the schedule, because anything in the
schedule is part of the Canadian units of measurement.
By using that descriptive title, have you not shut the
door on yourself, and is that intended, that you cannot
disturb any of the individual units of measurement that
appear under the heading of “Canadian Units of
Measurement”?

Mr. Beseau: I would say that you can change any of
the units in there to change the definition of them or the
symbol, but in doing so you cannot alter the ratio of any
one to the other, so that if as a result of changing one
you would be changing the ratio of another unit, you
would also be required to amend that second unit to keep
the same ratio between the units in there.

The Chairman: I was not addressing myself to that. I
was addressing myself to the point that in your para-
graph (b), as you carry it through from subsection (2) of
clause 6, that is your description. The thing in respect of
which the Governor in Council cannot authorize any
change is “Canadian Units of Measurement”. Is that a
generic term? If I go to the schedule I find it is entitled
“Canadian Units of Measurement”. Is that the thing in
respect of which they cannot make any change?

Mr. Beseau: They cannot make a change that would
amount to nothing but a straight deletion. If they are
going to delete, I would suggest that they will have to
delete and replace, otherwise they would be deleting a
Canadian unit of measurement and replacing it with
nothing.

Senator Hollett: Why does the Governor in Council
need that authority?

The Chairman: The explanation we got yesterday was
that under this bill there are both standards of measure-
ment, the metric system as well as whatever you call the
other, the Imperial or whatever it is, and both are equal-
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ly valid. But if Canada at some future date wanted to
swing to the metric system only, you would have to come
back to Parliament by virtue of this clause.

Senator Hollett: Why?

The Chairman: This clause makes it necessary that you
must.

Senator Hollett: No, this clause makes it necessary that
you do not have to.

The Chairman: No.

Senator Hollett: I say we should delete clause 6 com-
pletely and then we would have no trouble.

The Chairman: This clause says that the Governor in
Council cannot propose any amendment to Canadian
units of measurement as a result of which these Canadi-
an units of measurement are not authorized for use in
trade.

Senator Hollett: That is the suggested amendment.

The Chairman: That is right.
Is there any other discussion on this? Is the amendment
acceptable to the committee and is it approved?

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

Senator Connolly (Oitawa Wesi): I should like to ask
one question, which is really a technical one. In the last
line of clause 5 they refer to “seigniorial tenure”. It is
spelt “seigniorial”. I was wondering whether that should
not be spelt “seigneurial”. Maybe the dictionary angli-
cizes the word, which is a French word.

Senator Flynn: I do not know the translation. I know
that it is correct in French, but I do not know the
translation.

Senator Connolly (Ottawa West): I think in the Civil
Code when they talk about seigneurial tenure they spell

it with eur. I certainly would not propose any amend-
ment here.

Senator Flynn: It may not be necessary to have an
amendment. It may be sufficient if the departmental offi-
cials check on it, and if there is an error it can be
corrected.

The Chairman: Have you any comment, Mr. Anderson?

Mr. Anderson: The existing act uses the same spelling
in English as the present bill. Of course, it may be
perpetuating an error.

Senator Connolly (Oitawa West): It could be. Perhaps
you would have a look at it.

The Chairman: Our Law Clerk tells us that for any
change in the spelling of a word we do not need to make
an amendment.

Senator Flynn: That is what I was suggesting.

The Chairman: This would be a typographical error
which would be corrected. What I suggest is that some-
time later this morning Mr. Anderson could confirm with
Mr. Hopkins whether it is desired to go with the spelling
in the bill or whether Senator Connolly’s idea is to be
accepted.

Senator Connolly (Ottawa West): Check it with the
Civil Code.

The Chairman: Perhaps, Mr. Anderson, you would let
him know. If you do not let him know it will appear in
the bill as reported, as it is spelt in the bill now.

Shall I report the bill with the amendment?
Hon. Senators: Agreed.

The Chairman: That completes our work for this morn-
ing. Thank you very much, Mr. Beseau and Mr. Anderson.

Bill reported with amendment.
The committee adjourned.
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Orders of Reference

Extract from the Minutes of the Proceedings of the
Senate, Thursday, December 10, 1970:

The Order of the Day being read,

With leave of the Senate,

The Honourable Senator McDonald resumed the
debate on the motion of the Honourable Senator
Robinson, P.C., seconded by the Honourable Sena-
tor Bourque, for the second reading of the Bill C-177,
intituled: “An Act respecting cooperative associa-
tions”.

After debate, and—

The question being put on the motion, it was—

Resolved in the affirmative.

The Bill was then read the second time.

The Honourable Senator Robichaud, P.C., moved,
seconded by the Honourable Senator Bourque, that
the Bill be referred to the Standing Senate Commit-
tee on Banking, Trade and Commerce.

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

Extract from the Minutes of the Proceedings of the
Senate, December 15th, 1970:

“A Message was brought from the House of Com-
mons by their Clerk with a Bill C-174, intituled: “An
Act to establish the Tax Review Board and to make
certain amendments to other Acts in relation there-
to”, to which they desire the concurrence of the
Senate.

The Bill was read the first time.

With leave of the Senate,

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

After debate, and—

The question being put on the motion, it was—

Resolved in the affirmative.

The Bill was then read the second time.

The Honourable Senator Connolly, P.C., moved,
seconded by the Honourable Senator Lefrancois, that
the Bill be referred to the Standing Senate Com-
mittee on Banking, Trade and Commerce.

The question being put on the motion, it was—

Resolved in the affirmative.”

Extract from the Minutes of the Proceedings of the
Senate, December 16th, 1970:

“pPursuant to the Order of the Day, the Senate
resumed the debate on the motion of the Honourable
Senator Argue, seconded by the Honourable Senator
McNamara, for the second reading of the Bill C-175,
intituled: “An Act respecting grain”.
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After debate, and—

The question being put on the motion, it was—

Resolved in the affirmative.

The Bill was then read the second time.

The Honourable Senator Argue moved, seconded
by the Honourable Senator McNamara, that the
Bill be referred to the Standing Senate Committee
on Banking, Trade and Commerce.

The question being put on the motion, it was—

Resolved in the affirmative.”

Extract from the Minutes of the Proceedings of the
Senate, Thursday, December 17, 1970:

A Message was brought from the House of Com-
mons by their Clerk with a Bill C-179, intituled: “An
Act respecting the Buffalo and Fort Erie Public
Bridge Company”, to which they desire the concur-
rence of the Senate.

The Bill was read the first time.

With leave of the Senate,

The Honourable Senator Kinnear moved, seconded

by the Honourable Senator Cameron, that the Bill be
read the second time now.

After debate, and—

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

The Bill was then read the second time.
The Honourable Senator Kinnear moved, seconded
by the Honourable Senator Cameron, that the Bill be

referred to the Standing Senate Committee on Bank-
ing, Trade and Commerce.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.
Robert Fortier,
Clerk of the Senate.



Minutes of Proceedings

Wednesday, December 16, 1970

Pursuant to adjournment and notice the Standing
Senate Committee on Banking, Trade and Commerce met
this day at 9:30 a.m.

Present: The Honourable Senators: Lang (Acting
Chairman), Blois, Burchill, Carter, Connolly (Ottawa
West), Cook, Haig, Hollett, Kinley, Macnaughton and
Welch. (11)

Present but mot of the Committee: The Honourable
Senator Argue.

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

On Motion of the Honourable Senator Blois, the
‘Honourable Senator Lang was elected Acting Chairman.

The Committee proceeded to the consideration of Bill
C-177, intituled: “An Act respecting cooperative
associations”.

The following witnesses were heard in explanation of
the Bill:

Department of Consumer and Corporate Affairs:
Hon. Ron Basford, Minister;

Mr. Louis Lesage, Q.C., Director, Corporations
Branch;
Mr. Roger Tassé, Assistant Deputy Minister

(Corporate Affairs).

Cooperative Union of Canada:
Mr. Joe Dierker, Solicitor, Saskatoon, Sask.;
Mr. W. Breen Melvin, President, Regina, Sask.;
Mr. J. Terry Phalen, Manager, Ottawa, Ont.
On Motion of the Honourable Senator Burchill it was
Resolved to report the said Bill without amendment.
At 10:50 a.m. the Committee adjourned to the call of
the Chairman.

ATTEST:

Denis Bouffard,
Clerk of the Committee.

Thursday, December 17, 1970.
@

Pursuant to adjournment and notice the Standing
Senate Committee on Banking, Trade and Commerce met
this day at 10.00 am. to consider Bill C-174, intituled:
“An Act to establish the Tax Review Board and to make
certain amendments to other Acts in relation thereto”.

Present: The Honourable Senators Aird, Beaubien,
Benidickson, Blois, Burchill, Carter, Connolly (Ottawa
West), Cook, Flynn, Haig, Hays, Kinley, Lang, Welch.
14

Present but mot of the Committee: The Honourable
Senators Argue, Lafond and McNamara.

In Attendance: Mr. E. Russell Hopkins, Law Clerk and
Parliamentary Counsel.
On Motion duly put, the Honourable Senator Lang was
elected Acting Chairman.
The following witness was heard:
Mr. G. W. Ainslie, Assistant Deputy Attorney Gen-
eral of Canada.
At 10.55 a.m. on Motion of the Honourable Senator
Connolly (Ottawa West), it was resolved to report the
said Bill without amendment.

At 11.00 am. the Committee proceeded to the consider-
ation of Bill C-175, intituled: “An Act respecting grain”.

The following witnesses from the Department of
Agriculture were heard:

The Honourable H. A. Olson;
Mr. C. R. Phillips, Director General, Production
and Marketing Branch.

Also present but mot heard: Miss E. I MacDonald,
Legislation Section, Department of Justice.

It was resolved to print as an Appendix to these pro-
ceedings a “Summary Information related to Grain han-
dling in" Canada.”

Upon Motion, it was resolved to report the said Bill
without amendment.

At 12.10 p.m. the Committee adjourned to the call of
the Chairman.

ATTEST:

Aline Pritchard,
Clerk of the Committee.

Friday, December 18, 1970
(€)]

Pursuant to adjournment and notice the Standing
Senate Committee on Banking, Trade and Commerce met
this day at 10:20 am.

Present: The Honourable Senators: Lang (Acting
Chairman), Beaubien, Benidickson, Carter, Connolly
(Ottawa West), Flynn and Martin. (7).

The following Senators, not members of the Commit-
tee, were also present: The Honourable Senators: Bour-
get, Kinnear Méthot and Smith.

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



On Motion of the Honourable Senator Flynn the
Honourable Senator Lang was elected Acting Chairman.
The Committee proceeded to the consideration of Bill
C-179, intituled: “An Act respecting the Buffalo and Fort
Erie Public Bridge Company”.
The following witness was heard in explanation of the
Bill:
Mr. B. Pomerlan, Financial Operations Branch,
Department of Finance.
On Motion of the Honourable Senator Beaubien it was
Resolved to report the said Bill without amendment.
At 10:45 a.m. the Committee adjourned to the call of
the Chairman.

ATTEST:

Denis Bouffard,
Clerk of the Committee.



Reports of the Committee

Wednesday, December 16, 1970.

The Standing Senate Committee on Banking, Trade
and Commerce to which was referred Bill C-177,
intituled: “An Act respecting cooperative associations”,
has in obedience to the order of reference of December
10, 1970, examined the said Bill and now reports the
same without amendment.

Respectfully submitted.

D. A. Lang,
Acting Chairman.

Thursday, December 17, 1970.

The Standing Senate Committee on Banking, Trade
and Commerce to which was referred Bill C-174,
intituled: “An Act to establish the Tax Review Board
and to make certain amendments to other Acts in rela-
tion thereto”, has in obedience to the order of reference
of December 15, 1970, examined the said Bill and now
reports the same without amendment.

Respectfully submitted.

D. A. Lang,
Acting Chairman.

Thursday, December 17, 1970.

The Standing Senate Committee on Banking, Trade
and Commerce to which was referred Bill C-175,
intituled: “An Act respecting grain”, has in obedience to
the order of reference of December 16, 1970, examined
the said Bill and now reports the same without
amendment.

Respectfully submitted.

D. A Lang,
Acting Chairman.

Friday, December 18, 1970.

The Standing Senate Committee on Banking, Trade
and Commerce to which was referred Bill C-179,
intitl}led: .“An Act respecting the Buffalo and Fort Erie
Public Bridge Company”, has in obedience to the order
of reference of December 17, 1970, examined the said Bill
and now reports the same without amendment.

Respectfully submitted.

D. A. Lang,
Acting Chairman.



The Standing Senate Committee on Banking, Trade

and Commerce

Evidence

Ottawa, Wednesday, December 16, 1970

The Standing Senate Committee on Banking, Trade
and Commerce, to which was referred Bill C-177 respect-
ing cooperative associations, met this day at 9.30 am. to
give consideration to the bill.

Hon. Daniel A. Lang (Acting Chairman) in the Chair.

The Acting Chairman: Honourable senators, our wit-
nesses this morning are the Honourable Ronald Basford,
Minister of Consumer and Corporate Affairs, Mr. Louis
Lesage, Director, Corporations Branch, and Mr. Roger
Tassé, Assistant Deputy Minister (Corporate Affairs) of
the Department of Consumer and Corporate Affairs.

We will ask the minister to explain the nature and
extent of this bill and some of the history which led up
to it.

The Honourable Ronald Basford, Minister of Consumer
and Corporate Affairs: Mr. Chairman, I am grateful to
the committee for meeting this morning. I wish to
express my thanks to honourable Senator Robichaud, the
sponsor of the bill, for his thorough explanation on
second reading. I also thank Senator Phillips for his
comments with respect to the cooperative movement and
the bill.

Mr. Chairman, I have a somewhat lengthy statement
which I could present to the committee. I am really not
quite sure if the senators have read Senator Robichaud’s
statement on second reading and that my statement
would be a repeat in different words of what was said on
the floor of the Senate.

I do wish to explain, however, the consultation that has
taken place with regard to this bill over a number of
Yyears following the decision by the Government to
introduce a cooperative associations bill. My officials met
on a considerable number of occasions with representa-
tives, particularly legal representatives of the Co-opera-
tive Union of Canada, and those interested in the cooper-
ative movement throughout Canada regarding the
Provisions of the bill. It has gone through three or four
draftings to ensure that it is the kind of bill suitable for
the occasion.

My officials also held three or four meetings with
Provincial officials and officers of those branches within
Provincial governments responsible for the cooperative
branches within provincial governments to ensure, first,
that the provisions of our bill were generally in line with
What were regarded as the better written and more
Mmodern provincial cooperatives acts, and also in meetings

with the provincial officials to gain the benefit of their
knowledge and advice in the administration of coopera-
tive legislation.

It is because of the very thorough consultation that
went on, both with the cooperative movement and with
the provincial officials, that in the other place the bill
received the support of the cooperative movement, and,
after consultation with their solicitors, is the kind of bill
the cooperative unions wanted. Therefore, because the
consultative process has been so thorough I commended
the bill to the other place, and I commend it to the
Senate.

I think that rather than read a long statement I would
prefer to answer questions honourable senators have, and
have my officials here answer any technical questions.
However, if it is your wish, I will make a much longer
statement.

The Acting Chairman: Is it your wish, honourable
senators, that the minister now respond to questions from
the committee?

Hon. Senators: Agreed.

Senator Carter: I was not able to follow all that Sena-
tor Robichaud said, and I have not had the opportunity to
read his speech. What comes to my mind is what is the
main purpose of the bill, since we have cooperative acts
in various provinces. What is the relationship between
this bill and the provincial acts?

Hon. Mr. Basford: The relationship is none. Until this
legislation is passed there will have been no federal
cooperative act. Therefore, those in the cooperative
movement have had to do two things: either form them-
selves into a cooperative association under some provin-
cial law, provincial charter and statutes, or, if they were
seeking some form of federal charter or federal organiza-
tion, proceed by way of one of two methods. They could
incorporate themselves under the Canada Corporations
Act, which is quite inappropriate but was done in years
gone by. There are a number of what are really coopera-
tives, which are incorporated under the Canada Corpora-
tions Act, which of course is an act designed for the
incorporation of joint stock companies and is quite
unsuitable for a cooperative type of organization. How-
ever, in times past, because there was no federal coopera-
tives act, and because some cooperatives wanted to
organize on a national or federal basis, they formed
themselves under the Canada Corporations Act. Latterly
we have not done that, because the Canada Corporations
Act is unsuitable for the purpose. The other way they
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have had to proceed is by way of special act of Parlia-
ment. A number of cooperatives have been organized by
special act.

We are introducing a federal cooperatives act which
would allow those cooperatives that are carrying on busi-
ness in more than one province and want to be chartered
for federal purposes, within federal purposes, to come to
us under their own act, the federal cooperative associa-
tions act, and to be chartered. Secondly, the act would
allow those cooperatives that are incorporated under the
Canada Corporations Act to come under this bill by way
of a certificate of continuation, or those that are incor-
porated by special act of the Canadian Parliament to
come under this bill by way of certificate of continuation.

That is really the purpose. It has no relation with
provincial laws. What we are trying to do is to provide a
vehicle for possibly some 40 cooperatives that are organ-
ized on a federal basis, and those that are operating in
more than one province and want to avail themselves of
the provisions of a federal charter.

Senator Carter: Does this bill apply to any one type of
cooperative, say marketing cooperative more than con-
sumer cooperatives, or does it apply to every
cooperative?

Hon. Mr. Basford: It applies to cooperatives that would
fall within clause 5, which spells out the kinds that could
come under it. I would think generally—your question is
general and my answer will be—the people who would
take advantage of it are generally more the marketing
cooperatives, because the consumer cooperatives are usu-
ally quite small, organized very locally, most of them,
and not operating in more than one province, so they
would not come within the bill. That is a very general
answer. If there is a consumer co-op operating in more
than one province that wanted to avail itself of the bill,
of course it could.

Senator Carter: It will not apply to credit unions?
Hon. Mr. Basford: No.

Senator Carter: That comes under another act?
Hon. Mr. Basford: Yes.

_Senator Connolly (Ottawa West): It comes under this
bill, clause 8.

Senator Welch: Does this bill mean that all the cooper-
atives in a province must join, or is it simply that if a
certain cooperative wishes to come under this law it can,

but otherwise they can stay out? Will this be compulsory
right across the board?

Hon. Mr. Basford: It certainly would not apply to
every cooperative within a province. In effect, it would
apply to.very few, and it would apply only to those who
wanted it to apply and wanted a charter. The people to

whom it could apply, if they so wish, are spelled out in
clause 5, being:

Any seven or more persons..... who desire to associ-
ate themselves together on a cooperative basis for

any of the objects to which the legislative authority
of the Parliament of Canada extends.

There is a whole list of people, in paragraphs (a) to (h),
who cannot have a federal cooperative arrangement
under this bill. The answer is that it would not apply to
existing cooperatives unless they wanted it.

Senator Welch: Can they opt out if they wish?

Hon, Mr. Basford: Very much so. The decision is really
theirs whether they opt in or not.

The Acting Chairman: They must intend to carry on
business in more than one province?

Hon. Mr. Basford: That is right. It will apply to an
existing cooperative only if it wants it to apply, only if it
wants to avail itself of these provisions, and only if it
meets the conditions of the bill: that they are operating
in more than one province; that they are operating for
purposes to which the legislative authority of Canada
applies; that they are not wanting to run a railroad, a
credit union, or something like that.

Senator Welch: In just a few words, not in a long
story, what would be the advantages of opting in or
opting out? What would be the advantages to any group
of merchandisers or growers?

Hon. Mr. Basford: I think you are going to have some
witnesses from the Co-operative Union. They might spell
that out more fully than I. Really, the reason would be
that there are a number of cooperatives, as I explained,
which have wanted to charter nationally or federally and
which have done so, for example, under the Canada
Corporations Act, which is really quite an unsuitable
vehicle for that purpose. Of course, under our Corpora-
tions Act which is designed to govern joint stock compa-
nies, you have the number of votes, for example, that
you have shares. The principle of the cooperative move-
ment is that a member has one vote regardless of his
share holding. The concept or the theory is quite differ-
ent from that which applies to other joint stock compa-
nies. So these cooperative organizations that, wanting to
have a federal charter and having no special vehicle to
do so, have been forced to incorporate under the Canada
Corporations Act, have done so under quite an inappro-
priate vehicle. They will find it quite advantageous and
useful to transfer, if I can put it that way, from being
incorporated under the Canada Corporations Act to being
chartered under this act, which is specifically designed to
deal with cooperative organizations.

Senator Welch: Is there any part in this bill that gives
you a floor or a ceiling on prices?

Hon. Mr. Basford: Under this act?
Senator Welch: Yes.

Hon. Mr. Basford: No, except that the definition of
“cooperative basis” is one that operates as nearly as
possible at cost. If you will look at page 2 of the bill,
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senator, under the definition section, you will see that it
says under clause 3 (I)(d3Gv):
(iv) the enterprise is operated as nearly as possible at
cost after providing for reasonable reserves...

That is just a part of the definition of ‘“cooperative
basis”; it is not a system of price control or price regula-
tion, but it is part of the theory of cooperative
organizations.

Senator Burchill: There is no special reason why a
provincially incorporated cooperative would transfer to
this, is there? That is, if it did not want to operate
outside its own province. There are no features that are
in this bill that are not in the provincial legislation.

Hon. Mr. Basford: No. There would be no particular
reason for them to do that. But there is provided in the
legislation provisions which are rather interesting, allow-
ing for transjurisdictional transfers for federal coopera-
tives to become provincial cooperatives and provincial
cooperatives to become federal cooperatives, with the
consent of the administrations in both the province to
which it is being transferred and the province from
which it is being transferred. So that a provincial cooper-
ative, if it fell within the provisions of this act, could
transfer and become a federal cooperative with the
approval of the provincial administration and with the
approval of the federal administration. However, if it
were just a cooperative organized and operating within
one province there would be no particular reason for
that cooperative to wish to come under this legislation, as
I see it.

Senator Carter: What is the situation with respect to
cooperatives that are not in existence at the present
time? Do they have to be incorporated under the provin-
cial act before they can come to be incorporated under
the federal act?

Hon. Mr. Basford: No. But they have to fall within
section 5, for example, and they have to show that they
will be operating or that they intend to be operating in
more than one province.

Senator Hollett: Under this legislation what is the tax
situation with respect to a cooperative as compared to a
company that is comprised of just seven people, for
example?

Hon. Mr. Basford: There are no particular tax privi-
leges or concessions provided for under this legislation,
Senator. I have tried to make it clear that the question of
the taxation of cooperatives, which is a very lively issue
and one which I know this committee has devoted con-
siderable attention to, is quite a separate issue and a
separate question from whether we should have this
legislation or not. Whether the cooperative is organized
federally or provincially makes no difference to the inci-
dence of taxation or to the rights or tax concessions it
may have.

Similarly, senator, as I am sure you know, whether a
company is incorporated under the Canada Corporations
Act or under the Ontario Companies Act makes no differ-

ence to the level in rates of taxes it pays. The tax is
levied irrespective of the form of its incorporation or the
situs of its incorporation. Similarly with cooperatives, the
tax is levied or not irrespective of where the cooperative
is or under which legislation the cooperative is formed.
So the question of taxation is a lively issue but it is not
one that is dealt with under this act. It will be dealt with

when the Government introduces amendments to the
Income Tax Act.

Senator Welch: In the past there has been a different
rating for taxation for cooperatives.

Hon. Mr. Basford: Yes, there has. I had better be
careful because I am not an authority on taxation, and I
suspect that the members of this committee know far
more about it than I do.

Senator Connolly (Ottawa West): Flattery will get you
nowhere, Mr. Minister.

Hon. Mr. Basford: But there are different rates that are
established, or there may be a different system of taxa-
tion that applies; although I think the Cooperative Union
might even dispute that statement. Whether it applies or
not however, is not determined by this legislation or by
the provincial cooperatives acts.

Senator Welch: It seems to me that I saw some place in
the White Paper that they were going to tax cooperatives
in the same way as they tax any other corporation.
Perhaps I am wrong on that.

Hon. Mr. Basford: There were statements in the White
Paper on the tax situation of cooperatives, and state-
ments have been made in this committee’s report on the
White Paper relative to cooperatives. Therefore, because
we are paying such heed to the report of this committee,
I would not want to comment on the White Paper.

Senator Welch: We are not too sure of our ground yet.

Senator Argue: I was interested in the minister’s state-
ment awhile ago when he said that he suspected that
under this legislation there would be greater use of it by
marketing cooperatives than by consumer cooperatives. I
have no reason to think that that is incorrect, but it
seemed to me that there would be a large use of this
legislation made by the consumer cooperatives. That is
only my opinion. I have no special knowledge. Neverthe-
less, it seems to me that consumer cooperatives have
great need of having the kind of interprovincial or
national arrangement that could flow from this bill, and I
would be highly surprised if they were not going to make
a very large use of this legislation. Perhaps they are not.
I was just wondering if I could get some information on
that.

Hon. Mr. Basford: Mine was really an off-the-cuff
answer. My impression of most of the consumer coopera-
tives is that they are organized on quite a small basis—
on a local basis and even on a municipal basis. Therefore,
they would not fall under this act now. But if what you
say, senator, is true, that there is a need for them to
become bigger and to organize across provincial boundar-
ies, then this act is there for them to take advantage of.
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Senaior Argue: My own quick opinion would be that
the smaller consumer cooperatives will have to get
organized on a larger basis or they will go under. There
is a great danger of them disappearing. Authorities will
tell us later whether I am completely off base or not, but
it would seem to me that cooperatives are facing the
same kind of situation as any other business organization
in the country, namely, the need to enlarge and improve
technology and efficiency, and this does come, so we all
think, with size. I would think that this is one of the
major things that will come from this legislation.

Senator Carter: I think I would apply what Senator
Argue has said to wholesale co-ops.

Senator Argue: Yes, they are part of the consumer
field.

The Acting Chairman: I wonder if I might interject,
Mr. Minister, and say that I was interested to learn from
Senator Robichaud’s speech on second reading that legis-
lation of this nature had been envisaged as far back as
1910. While I should like to congratulate you and your
officials upon bringing forward this very significant piece
of legislation, I was wondering why your predecessors
may have been so dilatory.

Hon. Mr. Basford: At the risk of annoying the Senate I
would say that the bill was passed by the House of
Commons in 1907, but was defeated in the Senate. I do
not know why it was never brought forward again. I
made a speech a week ago last Friday in Vancouver in
which I said the Senate was being given a chance to
redeem itself, and to correct its past error.

Senator Argue: It took you 60 years to gather enough
courage.

Hon. Mr. Basford: Yes, to confront the Senate again.

Senator Connolly (Ottawa Wesit): That was another
Senate, though. This is a very progressive and forward-
looking Senate.

Hon, Mr. Basford: Then here is an opportunity to
indicate that.

Senator Hollett: What is the advantage to a co-op in

organizing under this bill rather than under provincial
legislation?

Ho'n. Mr. Basford: If it is carrying on business within a
province then there is no advantage at all. If it is incor-
porated, as some of the federal co-ops now are, under the
Canada Corporations Act then there are great advantages
to ‘transferring under this act, which is specifically
designed to deal with cooperatives. If it is a federal co-0p
that is organized under a special Act of Parliament then I
would th‘ink there would be advantages to transferring
and coming under this act. Of course, changing the
objects and the by-laws of a special act €O0-0p Or compa-
ny is, as you know, senator, very difficult. So, if a co-op is
presently organized under one of the two methods of
federal organization then there will be great advantages

to its being incorporated under this bill, but there would
be no particular advantage to a little co-op in the Mari-
times in its coming under this act.

Senator Welch: Under section 5(3), which is to be
found on page 6 of the bill, it appears that the association
must carry on business in two or more provinces. Does
that mean that a cooperative that does business in one
province only cannot be incorporated under this bill; that
to be incorporated under this bill it would have to do
business in two provinces?

Hon. Mr. Basford: If it is operating in only one prov-
ince it would have to organize itself under the provincial
cooperatives act.

Senator Connolly (Oitawa West): In other words, the
same rule is going to apply to cooperatives as applies to
the incorporation of companies. If you apply to the feder-
al authority for incorporation you have to establish that
you are going to operate in more than one province,
otherwise you cannot have federal incorporation. The
same rule will apply to cooperatives.

Hon. Mr. Basford: No, the Canada Corporations Act
does not contain that requirement.

Senator Connolly (Ottawa West): But the administra-
tion generally questions you a bit about this.

Hon. Mr. Basford: What is clear here is that coopera-
tives in order to come within this bill must satisfy the
minister—that is, the administration—that it carries on
or will carry on its undertaking in more than one prov-
ince. So, if it is operating out of only one province,
senator, it could not come under this bill. It would have
to go to the provincial authorities for a charter.

The Acting Chairman: I would imagine that this has
some constitutional aspect to it. Is that correct?

Hon. Mr. Basford: Yes.

The Acting Chairman: The objection taken by the
Senate in 1910 was that it was a matter of property and
civil rights, I think.

Hon. Mr. Basford: And I dare say there was some
political consideration also.

Senator Connolly (Ottawa West): I do not want to use
this opportunity to examine Mr. Lesage for discovery,
but I should like to ask him this question: If a company
applies for federal letters patent, and if it is known to
you that it carries on its undertaking within one prov-
ince only, would you readily grant the charter ?

Mr. Lesage: As the Canada Corporations Act now
stands, if it falls within the ambit of the legislative
authority of the Parliament of Canada—and a matter
may very well be carried on within one province and fall
within the ambit of the federal legislative authority of
Canada—we would. But to make a clearer picture I think
that the cooperative associations are more like the non-
share capital associations—the not-for-profit associa-
tions—and as a matter of fact we incorporate those non-
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share capital associations when they operate on an inter-
provincial or on a national basis. I think this example
taken from the non-share capital organizations or
associations is much closer to cooperative associations
than the joint stock companies.

The Acting Chairman: Are there any other questions of
the minister? Apparently there are not, Mr. Minister. I
want to express to you our appreciation for your coming
here this morning to address us and to answer our ques-
tions. We will see what the future course of this bill is
through the Senate. Perhaps we shall create a precedent.

Hon. Mr. Basford: My expression was to the effect that
I hope you will redeem yourselves.

The Acting Chairman: We have with us this morning
three representatives of the Co-operative Union of
Canada in the persons of Mr. Dierker, the solicitor, Mr.
Melvin, the president, and Mr. Phalen, the general secre-
tary, and I will ask those three gentlemen to come
forward.

Mr. Melvin and gentlemen, I should like to thank you,
on behalf of the committee, for attending this morning’s
meeting. I know from: reading the proceedings of the
committee of the other place that you have been follow-
ing this legislation closely, and I think you are generally
favourably disposed towards it. The committee would
like to hear from you as to what benefit you will derive
from this legislation, and what will be its specific effect
upon the cooperative movement in Canada.

Mr. J. J. Dierker, Solicitor, Co-Operative Union of
Canada: Thank you, Mr. Chairman, for allowing us to
appear before the committee. We have had the oppor-
tunity of appearing before the committee of the House of
Commons and I should like to repeat one of the state-
ments I made at that time, namely, that the Co-Operative
Union of Canada is very appreciative of the opportunity
it had to take part in the drafting of this legislation, a
fact that was indicated by the honourable Mr. Basford.
There has been consultation, and we enjoyed our work
with Mr. Tassé and Mr. Lesage.

In dealing with the chairman’s question as to the bene-
fit to the co-operative movement from this legislation I
shall try to answer briefly the question that was raised, I
believe, by Senator Argue, which was: What is the
advantage of going federal as distinet fromv going
provincial?

There has been a growth in Canada of the corporate
nature of a number of cooperatives. As the cooperatives
have grown in size and scope of operation they have
found that the provincial garb under which they were
operating often just did not suit their methods of opera-
tion. This has necessitated the securing of private bills of
Mmany legislatures in the various provinces. As the
Honourable Mr. Basford has indicated, whenever it is
necessary to do anything with a private bill it requires
another act of the legislature, which is not only time
Consuming but fairly costly and really should not be
required of a continued type of operation.

Also, with the growth of cooperatives across provincial
boundaries the differences in provinecial cooperative legis-

lation have led to difficult situations in complying with
all provincial requirements. This does not mean that
there is no need for provincial legislation, which is cer-
tainly still required and will continue to be used by
most cooperatives.

One example of the necessity to use federal legislation
occurred in 1964. It was then found necessary to
approach Mr. Lesage and work with him under the
Canada Corporations Act to secure a federal charter
establishing a co-operative fertilizer manufacturing plant
in western Canada. The provincial cooperative acts are
not sufficiently broad in scope to provide for manufactur-
ing. This meant that cooperatives had either to wait until
the following session of the Alberta Legislature, in that
case, or apply for a letters patent charter under the
Canada Corporations Act. It was with some difficulty that
we convinced Mr. Lesage that he should give us a charter
at that time. His criticism really was justified, though I
must say that his co-operation was excellent. We finally
obtained a letters patent charter and the co-operative
will be going under the federal Canada Cooperative
Associations Act as soon as it is able to do so.

In addition there are a number of interprovincial
supply cooperatives which have been incorporated under
the Canada Corporations Act because, generally speaking,
the provincial acts were not wide enough in scope to
permit their operation. This is part of the reason, Mr.
Chairman, for desiring a federal cooperatives act.

The Acting Chairman: Could a provincially incorporat-
ed cooperative operate effectively using extra-provincial
licences in other provinces than that of its incorporation?

Mr. Dierker: Providing that the act under which it was
incorporated was sufficiently broad to enable it to have
the corporate powers to operate as it wished. As I men-
tioned in the case of manufacturing facilities, the provin-
cial acts are not sufficiently broad to give these powers,
At least, there is some real question as to whether they
are that broad.

Also, in the registration interprovincially of provincial
cooperatives there have been practical administrative dif-
ficulties experienced in registering cooperatives back and
forth and the necessary requirements for registration
imposed on the cooperatives.

Senator Connolly (Ottawa Wesi): Is the practice of
using extra-provincial licences resorted to frequently in
connection with cooperatives?

Mr. Dierker: When you use the word frequently I
would have to say no in relation to the number of
cooperatives that actually exist, senator. As you appreci-
ate, there are not that many large cooperatives which are
supplying provincial cooperatives.

The Acting Chairman: I notice under clause 23 that the
ancillary powers to be granted by this bill are really very
extensive. They are probably as extensive as those con-
tained in the Canada Corporations Act, if not more so.
Are these broader than those generally found in provincial
legislation?
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Mr. Dierker: Yes, Mr. Chairman, they are. I think it is
a fair comment to say that the bill was drafted in a form
whereby it will apply to all types of cooperative opera-
tion envisaged in the future without amending the bill. It
also provides for a very flexible type of administration.

Senator Argue: Who are members of the Cooperative
Union of Canada? All the cooperatives or almost all?

Mr. W. B. Melvin, President, Co-Operative Union of
Canada: The Co-operative Union of Canada has in mem-
bership about 35 organizations which are either provin-
cial or regional in nature and scope and a few that are
also national. Through them their members find an
involvement in the co-op movement of Canada.

To be a little more specific, it includes the grain mar-
keting pools, Maritime cooperative services, federated
cooperative services in western Canada, three cooperative
insurance organizations. It is quite a variety, including
some fish marketing organizations, one on the west coast
and one in the Maritimes, the TUnited Maritime
Fishermen.

It is confined in its membership to the English-speaking
sector, as we term it, of the cooperative movement. Le
Conseil Canadien de la Coopération is the organization
representing the French-speaking sector.

Mr. Dierker: Mr. Chairman, if I might add a comment
with respect to Senator Argue’s question. In so far as Le
Conseil Canadien de la Coopération is concerned, we also
worked very closely with this group in the building up of
this bill. Unfortunately, Mr. Leger, the president of that
organization, could not be here today.

Senator Argue: Is the legislation equally applicable to
them, or could they make equal use of it once it is law?

Mr. Dierker: That is right.

Senator Burchill: Does this legislation have anything to
do with the national association? It does not refer to that
at all, does it?

Mr.. Dierker: Senator, I am not sure I understand the
question when you say national association.

Senator Burchill: You gentlemen referred to the
national association of the various cooperatives.

Mr. Dierker: The Co-operative Union of Canada.

Sena{or Burchill: Yes, exactly; this legislation does not
deal with that, does it?

Mr. Dierker: The Co-operative Union of Canada will
become one of the cooperatives under this bill.

Mr. Melvin: It is presently incorporated as a Part II
company under the Canada Corporations Act. When this

legislation is enacted we would seek continuation, is the
term I believe, under this act.

Senator Burchill: Is it now established under the
Canada Corporations Act?

Mr. Melvin: Yes. If T may say S0, it is an example of
the problem we have. We could find no other home, so

we went there. We would be very happy to find a home
under this legislation if it were enacted.

The Acting Chairman: Your present members would
become members of the new cooperative association
under this act, I presume?

Mr. Melvin: Yes, I believe continuation is the term; we
would continue, but we would be under this act instead
of the Canada Corporations Act,

Senator Carter: Does this act not provide for a certifi-
cate of continuation?

The Acting Chairman: Yes.

Senator Carter: So you get a certificate from the minis-
ter and that automatically puts you under this bill?

Senator Macnaughton: After application.
Mr. Melvin: Yes.
The Acting Chairman: Are there any other questions?

Senator Argue: Without disclosing any trade secrets,
could Mr. Melvin give us a brief picture of what he
expects the co-op movement will be doing with this
legislation? They have been wanting it for a long time
and now they are going to get it. Just how useful will it
be? Will it help with expansion, will it help co-op’s pay
their way, pay dividends, etc.? Will it be just a very tiny
help?

Mr. Melvin: Earlier you remarked on the fact that
cooperatives are having to grow larger in order to be
efficient and hold their place and do their job in our
society. This is very true. There has been quite a large
development in recent years for organizations to amal-
gamate, or for mergers to take place, exactly for this
reason, to do a good job. An illustration might be the fact
that the wholesale organization in Western Canada, Fede-
rated Cooperatives Limited, now operates throughout the
entire western region, the four western provinces. It was
originally a provincial organization and contained within
provincial boundaries. Under those circumstances provin-
cal law was quite adequate in that day. Now it is not.
We have one insurance organization that is operating
throughout the country. I am: sure it will very seriously
consider coming under this legislation at the appropriate
time. I feel, and others in our organization share the
feeling, that this legislation will make it possible for us
to operate more efficiently and to do the job we envisage
for the people that belong to our cooperatives.

I would like to make this point if I may, Mr. Chairman.
Although the regional organizations that I have men-
tioned are operating over larger territories, the base on
which they stand is still the local cooperative back in the
community, whatever the community may be.

Senator Argue: And still will be.

Mr. Melvin: And will continue to be. But they need
more effective instruments to serve them than we have
had in the past, and I am sure this legislation will help us
very much in this regard.
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Senator Argue: Perhaps I might bring just a wee bit of
information to the committee, which underlines perhaps
the need of this being done, and ask again whether it
will do the job. The province I come from, Saskatchewan,
has been at least one of the leading provinces in the
co-op movement. I am a member of all kinds of co-ops,
and I have never really stopped to count how many. As I
get their annual reports I find more and more of thems in
what I would say would be very serious financial difficul-
ties. One of the great co-ops in Regina has a turnover of
$5 million and is losing money; the big co-op in Sas-
katoon has a turnover of $10 million and is losing money.

I hope I am wrong, but I am afraid that the invest-
ments by way of savings of many co-op members in some
of our tiny co-ops throughout Saskatchewan are in
danger and, to use a trade name, these little co-ops may
be facing bankruptcy. I hope I am wrong, but some of
them are not paying out any more dividends; even
estates are not always able to claim, as I understand it,
the moneys that are invested in these local co-ops. I amy
just wondering if this just might do the job. I think there
is a big job to be done.

Secondly, I wonder if the co-op movement generally is
doing any research in depth into perhaps some new and
different policies to meet a new and different situation.
Mr. Melvin can correct me if he thinks I am wrong, but I
think one of the great difficulties facing the co-op move-
ment is that when they go out to finance, by and large
they pay going rates of interest—8, 10 or 12 per cent.
Many corporations are able to finance through issues of
shares, and at least initially are not obliged to have this
fixed charge. I wonder if there are any new policies and
new undertakings coming up that will really put the
co-op movement in a competitive position. Right now I
do not think the co-op in a general sense is effectively
competing with ordinary business organizations.

Senator Connolly (Ottawa Wesi): Before Mr. Melvin
answers that, could I ask Senator Argue a question,
because he has supplied information. I am afraid I do not
know too much about the structure of the co-opera-
tive movement, as he does, but it is true of corporations
that they can go and get equity capital, share capital, and
normally pay no interest for that. This is the investment
of the people who buy the shares. Is there nothing
comparable in the co-op movement? Do you not buy a
interest in a cooperative and have that as a sort of equity
investment?

Senator Argue: That is really for Mr. Melvin. My little
experience is that a co-op member puts in $5 or $10, a
very nominal fee, and the co-op gets going.

Senator Connolly (Ottawa West): Is that a loan?

Senaior Argue: No, it is a share, an investment in one
share. The co-op then gets going; it makes some money;
on the money it makes it very often declares a dividend:
1t says, “Hazen Argue bought from the co-op $1,000
worth of stock. We are paying him a five per cent
dividend of $50,” but they keep my $50 to help the co-op
grow. So I pay income tax on the $50, and in the mean-
time they have got it. That is all right as a financial

means when the savings are there, but the savings no
longer seem to be there in any real sense; in fact, there
are many real losses. So when the co-op wants to expand
it has to go out into the money market, or some other
place, and borrow money at a fixed rate. Senator Connol-
ly asked me the question. I am just a local farmer on a
local co-op and I do not know all about it, but we have
the witnesses here. That is my impression.

Senaior Connolly (Ottawa West): I imagine the witness
would confirm what Senator Argue has said.

Mr. Melvin: I would like to make a general comment,
if I could, and then perhaps ask Mr. Dierker if he could
be more specific, because he is working continuously with
the cooperatives in this area.

The general comment I would like to make is that the
cooperative movement and the Co-op Union of Canada
recognize exactly the kind of thing Senator Argue is
saying. We are in a very different kind of environment
and atmosphere than we were when cooperatives were
started. The little place in the small community, or on
the back street and so on, just does not fit any more. The
organizations with which we compete for business and so
on are well organized, they are extensive, and we must
be as efficient as they are to do our job.

In the past year we have had a number of meetings to
examine this very problem, and part of the solution as
we see it is developing larger units, not necessarily out at
the front line, but larger back-up units that can provide
services of many kinds more efficiently than can a small
one. I used Federated Cooperatives as an example. A
provincial operation was adequate at one time, but it is
not now in the kind of country in which we are living.
This is progress I feel. However, I think it would be more
helpful to you if I asked Mr. Dierker out of his experi-
ence from day to day, working in the legal field and so
on with cooperatives, to make some comments.

Senator Argue: Before you leave that, would you care
to comment on the general statement I made about
financing, that co-ops must often borrow money today at
what is often a high rate of interest?

Mr. Melvin: This is true.

Senator Argue: As a major means of financing rather
than as in the past perhaps when they have been able to
obtain it by retaining profits or savings, whichever you
would wish to call it.

Mr. Melvin: I think we would hope that historically we
have had some role or some part to play in the bringing
down of margins so that people might be served at less
cost. I suppose in a sense we have helped to bring about
our own present problem, to which you refer. It is quite
true that the margins are changing and you have to look
elsewhere for the financing, and this very often takes us
to the general market. Maybe Mr. Dierker could com-
ment, if I may ask him.

Senator Welch: Is this plan going to help the situation
any?
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Mr. Melvin: I think it will help, because it will facili-
tate the kind of reorganization we need. This legislation
will make to easier to organize our back-up organiztions,
our wholesales and other organizations of that kind on an
interprovincial basis, which is what we must have, if we
are going to be strong enough to do the job we have set
out to do.

May I make one other comment, sir?
The Acting Chairman: Please.

Mr. Melvin: It is rather general in nature, I realize; it
is not a sort of day-to-day business kind of consideration;
but I feel strongly, and I know that others do, that up
until the present time, or let us say up until the possible
enactment of this legislation, cooperatives have really
been in a little bit of a wilderness in Canada. The ordi-
nary joint stock kind of organization is recognized in
law; mutual organizations are recognized in law and so
are other types of fraternal organizations and so on,
particularly in the insurance field with which I am a bit
familiar. But the cooperative as such has, federally, not
been recognized by having a statute which would give it
a home. This for us is quite important. Perhaps it is only
psychological, but psychology is pretty important. The
point is that it would give us a home.

I work for an organization which is a federally incor-
porated cooperative company; but it is a company, and
we had to use the Canada Corporations Act; with the
assistance of the officers of the department we are able to
make some provision in the letters patent and in our
by-laws that gave us cooperative characteristics. But they
were not recognized in law by a general statute. We had
to take a statute and try to mould it to the extent that it
was possible of suit our purposes.

This kind of legislation would give the cooperative
movement a home in Canada federally. We now have
provincial homes but we have some other jobs to do that
require a federal statute. this is our feeling.

Mr. Dierker: I should like to make one or two com-
ments in reply to the questions raised by Senator Argue.
Before doing that perhaps I should advise the honourable
senators that Mr. Melvin is also Secretary of CIS Limit-
ed, a management company for a number of cooperative
Insurance companies; and when he talks about his
employer that is the company he is speaking about. That

i§ in ad_dition to his office as President of the Co-opera-
tive Union of Canada.

Senator Argue, your questions have been primarily
directed to us as a result of your experiences in Sas-
katchewan. I should tell you that there is a task force
among tk}e Saskatchewan cooperatives now established
with a view to considering a form of centralized retail
operaﬁmp under the Canada Cooperative Associations
Act, if it becomes law. Otherwise it will be under some
other garment if some other garment can be found. It is
hoped that by setting up a formula such as that, and the
collectively owning of the shares, assets and the various
investments of the cooperative members of western

Canada, that some of the economics that you referred to
can be achieved.

With regard to the issuing of share capital by coopera-
tives, this is not unknown. United Cooperatives of
Ontario, which is a cooperative which may come under
this act, does in fact issue a preference share for financ-
ing purposes. Again, it is a type of debt issue, because
there is a fixed return on preference shares.

Of course you will be appreciative of the fact, though
many of the honourable senators may not be, that it is
difficult in a cooperative to issue an equity share because
of the very nature of equity shares in a cooperative,
whereby voting is restricted and capital gains, so-called,
if any, are restricted, if not in fact non-existent, so that,
consequently, the cooperative shares really have no
attraction to the investor.

United Grain Growers has been experimenting, as you
know, senator, with a form of equity share with which
they have had some success, and it may be that that
pattern will be looked at by other cooperatives. I can tell
you that this matter is under very careful consideration
at this time for the reasons that you have outlined.

Senator Connolly (Oitawa West): Mr. Chairman, we
have before this committee very frequently companies
both large and small who play a vital part in the econo-
my of this country. The large corporation, as a company,
usually has little difficulty with its financing. It goes to
the markets either for equity or for debt securities; it
borrows at home; it borrows abroad; it has large ramifi-
cations. Its primary motivation is profit. That is the
reason for its existence. It is the trustee acts of the
various provinces that force it into this position.

As I understand the cooperative, the reason for its
existence is that the cooperative is primarily formulated
to help people who are not as well fixed as the element in
the community that can invest in corporate securities of
various kinds. It is to help primarily the poor, perhaps. It
is to help the people who otherwise could not achieve
certain social and economic objectives unless the cooper-
ative were there.

I think that is the distinction between the philosophies
of the two types or organization. Am I right on that so
far?

Mr. Melvin: Yes, senator.

Senator Connolly (Ottawa West): Do you see a develop-
ment in Canada where the cooperative movement is
going to be oriented more towards helping to produce
profits than helping people to help themselves?

Senator Kinley: Both.

Mr. Melvin: Well, you referred, Senator Connolly, to
assisting the poor to help themselves.

Senator Connolly (Ottawa West): I know this does not
apply in Saskatchewan, because out there they are all
rich.

Senator Argue: No, we just have a lot of ordinary
people. That is all. You do not have to be poor to belong
to a cooperative.

Mr. Melvin: I must say in all honesty that cooperative
organizations find it difficult to assist those who are
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second or third generation poor. I am not sure of the
proper sociological term, but it is difficult to assist the
poor who are second or third generation poor, those for
whom poverty has become almost a way of life. They
require other assistance. Cooperatives have a role to play
here, however, because their methods can be applied.

Senator Connolly (Ottawa West): Agreed.

Mr. Melvin: But to generate the necessary strength to
do this job within themselves—I think cooperatives have
not that capability. However, we are able to give assist-
ance and to provide a way of self-help to people who
have some means. They may be poor, but they have the
means of improving their position. They may have ability
or have some small mwonetary means or some bit of
possession—land or whatever it may be.

Senator Connolly (Ottawa West): Or it may be some-
thing that they produce.

Mr. Melvin: But at any rate there are the tools with
which to work. The cooperatives are also serving a good
many of the people who are in what you might call the
lower-middle income stratum of society. I hope I am
addressing myself to your question.

Senator Connolly (Ottawa West): You are doing all
right.

Mr. Melvin: But the possibility of doing something for
those people who are locked into poverty seems to be
beyond our capacity, other than to provide a method.

Senator Connolly (Ottawa West): You are on the fringe
of that area, I take it—perhaps the upper fringe.

Mr. Melvin: I would think so. One group which we
have been able to assist, and which we continue to assist
today, is the native population of various parts of our
country, and particularly in northern Saskatchewan and
northern Manitoba. The cooperative method generally
has been applied to their situation with a good deal of
success. Mr. Phalen has had actual experience in that
area.

Senator Connolly (Ottawa West): I was thinking
primarily of the cooperative movement that was devel-
oped in Nova Scotia under the aegis of St. Francis Xavier
University. I think that that was designed primarily to
help the fishermen and farmers down there who were not
organized in any way. They were certainly on the lower
rung of the economic ladder, and I gather the movement
has not only been successful there, but the idea has been
exported. I have found it in various parts of the world to
where specialists from there have gone to assist in the
establishment of co-operative movements comparable to
the one that was established originally by the Cody
people.

Mr. Melvin: Yes, the Cody International Institute,
which has grown out of that program at St. Francis
Xavier University, is renowned as a centre for training of
people from abroad.

Senator Connolly (Ottawa West): Did you by any

chance appear before the Special Committee of the
Senate on Poverty?

Mr. Melvin: Yes, we did, and we presented a brief. I
might. also add that the Saskatchewan Cooperative Credit
Association, which is one of our member organizations
also appeared and presented a brief which was consid-

ereq to be a very thoughtful and helpful document. The
chairman of the committee mentioned this.

Senator Argue: That is the credit union end of it

Mr. Melvin: Yes, it ties the credit unions and the
cooperatives together.

Senator Welch: I should like to make one remark
regarding the cooperatives in Nova Scotia to clarify what
Senator Connolly said. I cannot talk about the fish end of
it, but I can talk about the agricultural end of it. In Nova
Scotia they have built up a very large agricultural CcOoop-
erative. It is a very nice thing for the cooperative. It is
worth a lot of money. Although it did lose some money
this year, it has a great reserve. As far as shippers are
concerned, they are not doing as well through the cooper-
ative as they were when they were shipping themselves
or through other companies. All I can see the coopera-
tives doing in the agricultural area of Nova Scotia is
diminishing the number of people who used to ship.
When a shipper joins a cooperative it means that we lose
another of the fellows who gave us that same service. It
takes practically all of the money earned to operate the
cooperative, especially when they are borrowing money
at 8 or 9 per cent. I cannot see where we would be very
much worse off if the cooperatives folded tomorrow.

Mr. Melvin: I do not think I am aware of this particu-
lar situation, senator.

Mr. Dierker: Perhaps I could make one general com-
ment. I am certainly not awure of the factual situation of
which you are speaking. However, there is one thing that
you must keep in mind, senator, and that is that at least
to this point in time the cooperative system is the one
that has been devised whereby the producer himself will
become an owmer of that facility that you have been
talking about. You have indicated that it is a facility of
some size, so the shipper will have a portion of owner-
ship in this.

Senator Welch: Yes, you have a portion of the owner-
ship, but you do not get anything in return. I might own
a part of the cooperative, but I do not get one blessed
thing in return. I do not get any interest. I get absolutely
nothing. I put my money in there, and there it is.

Senator Connolly (Ottawa West): You get the service.

Senator Welch: I get the same service I can get around
the corner from anybody else.

Senator Macnaughion: You get moral satisfaction.

Senator Burchill: Like Senator Welch, I am interested
in cooperatives. Is not good management the answer to
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the success of a cooperative as well as it is to the success
of a credit union? That has been my experience in our
part of the country. Is not that the final answer?

Mr. Melvin: Mr. Chairman, it is certainly a very large
part of the final answer.

Mr. J. T. Phalen, General Secretary, Credit Coopera-
tive Union of Canada: Mr. Chairman, a cooperative is
people trying to solve problems. We have heard discus-
sions like this around similar tables across the country.
The question is: What are the problems and what can we
do about them. The senator’s point of good management
is a key answer.

Senator Welch: I should like to ask one more question.
Is this legislation the brain child of the task force that
covered Canada during the last two or three years?

The Acting Chairman: Are you referring to the Special
Joint Committee on Consumer Credit, senator?

Senator Welch: No, I think they called themselves the
task force. They crossed Canada, and they put out a book
entitled “Agriculture in the Seventies”.

Mr. Phalen: That was the agricultural task force.

The Acting Chairman: I think not, senator. I think the
recommendation that this legislation be enacted was con-
tained in the report of the Special Joint Committee on
Consumer Credit, which was published about four years
ago.

Senator Connolly (Ottawa West): These witnesses will
not take the same dim view of the Senate and its com-
mittees that the minister jokingly took.

The Acting Chairman: Apparently there are no further
questions, gentlemen, so I will thank you for your attend-
ance here this morning. We appreciate it very much. Our
interest in your problems is evident from the questions
put to you.

I asked Mr. Lesage and Mr. Tassé to remain, and they
have very kindly done so. May we turn our attention
now to the bill itself. It is a document of 107 pages which
you vyill find on the table in front of you. Are there any
questions as to specific sections of the bill? Perhaps I
might start off by asking either Mr. Lesage or Mr. Tassé
a question. Our witnesses referred to cooperative mutual
Insurance companies, and I was wondering if those com-
panies fall w.ithin section 5(1)(e), which is a prohibitory
section of this bill, or do they operate in some other
manner that allows them incorporation?

Mr. Roger Tasse, Assistant Deputy Minister, Depart-
ment of Consu;ner and Corporate Affairs: They would
not have the right to come under this bill. They could
come under the Canadian and British Insurance Compa-
nies Act if they are organized federally.

The Acting Chairman: They would have to come under
the Canadian and British Insurance Companies Act
rather than this legislation?

Mr. Tasse: That is true, Mr. Chairman.

The Acting Chairman: Are there any other questions
the members of the committee would like to direct to our
witnesses?

Senator Kinley: Mr. Chairman, are the directors of the
insurance company appointed by the cooperative? I think
that when I was in the Commons they were appointed by
statute.

The Acting Chairman: I am afraid I cannot answer that
question.

Senator Kinley: I think the reason for it was that they
wanted them under the blanket of their organization, and
that sort of thing. I remember that when I was in the
Commons it was an issue. The directors were not
appointed by the cooperatives. Is that not true?

The Acting Chairman: I doubt that these witnesses
would be familiar with that aspect of the matter.

Senator Kinley: I thought you were dealing with
insurance.

The Acting Chairman: No, we were not.
Senator Kinley: They have an insurance company.

The Acting Chairman: Yes; as to the details of that
insurance company our witnesses would not be
competent.

Senator Kinley: Is it provincial? It used to be federal
when I was in the House of Commons.

Senator Macnaughton: Mr. Chairman, we have 138
such clauses in this bill; are we to go through it clause
by clause?

The Acting Chairman:
amendment?

Shall I report the bill without

Hon. Senators: Agreed.

The Acting Chairman: Honourable senators, we have
also referred to this committee Bill C-174, to establish the
Tax Review Board to which Senator Connolly (Ottawa
West) spoke yesterday on second reading. Mr. Ainslie of
the Department of Justice is here. The time is now 10.45
a.m. Would you prefer to deal with this bill this morn-
ing? The committee is meeting on the Canada Grain Act
tomorrow or Friday morning.

Senator Macnaughion: May I suggest that we defer the
bill, Mr. Chairman. There is an important conference this
morning.

The committee adjourned.

Ottawa, Thursday, December 17, 1970

The Standing Senate Committee on Banking, Trade
and Commerce, to which was referred Bill C-174, an act
respecting the Tax Review Board, and Bill C-175, an act
respecting Grain, met this day at 10 am. to give consid-
eration to the bills.
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Hon, Daniel A. Lang (Acting Chairman) in the Chair.

The Acting Chairman: Honourable senators, this morn-
ing we have two bills before us; firstly, the Tax Review
Board Act; and secondly, an Act Respecting Grain.

In connection with the first mentioned act we have Mr.
G. W. Ainslie here, the Assistant Deputy Attorney Gener-
al. Without further ado, I would ask Mr. Ainslie briefly to
review the provisions of this bill. I think that he is the
man who is quite competent to answer any questions that
we have as to its technical or legal implications.

Senator Connolly (Oitawa West): You are certainly
right on that, Mr. Chairman.

Mr. G. W. Ainslie, Assistant Deputy Atiorney General:
Mr. Chairman, as Senator Connolly advised the Senate
on second reading, the purpose of this bill is to update
the provisions of the Income Tax Act, the Estate Tax Act
and the Canada Pension Plan in relation to appeals to an
administrative tribunal.

As you are undoubtedly aware, the Carter Royal Com-
mission on Taxation had recommended the creation of a
tax court. They recommended there should be a tax court
with the right of appeal to a panel of three judges. They
contemplated the scheme would be that the appeal would
be to the Exchequer Court. With the new Federal Court
bill we now have a tax court which is the trial division
of the new Federal Court, and there will then be an
appeal from that court to the Court of Appeal.

Having done that, there then arose the question as to
whether or not there should still be kept an administra-
tive tribunal to which a taxpayer, at his option, could
go, rather than going directly to a court of law. I believe,
as was mentioned in the Senate, this was the original
idea that was advocated by the Senate in 1946, and as
far as the officials of the Government are concerned we
felt that there was much merit in having this scheme,
whereby you had a tribunal and a taxpayer, at his
option, could decide to go to either the tribunal or to the
court.

_ With the administration of the Tax Appeal Board it
had been felt that there was perhaps some difficulty in
the fact that the tenure of the members of the board was
for a period not exceeding ten years. This provision has
now been changed so that the people appointed to the
new board will have tenure until seventy.

Senator Beaubien: That is, until 70 years of age?

Mr. Ainslie: Yes. In other words, they will have a
security of tenure that they did not have in the Tax
Appeal Board.

Senator Connolly (Ottawa West): It will be the same as
applies to judges of the Federal Court.

Mr, Ainslie: Yes. There is also provision whereby the
Mmembers of the new board will be entitled to a pension
‘on the same basis as a judge’s pension. Those are the first
two significant changes. .

Another change that has been made is to make the
boarg responsible to the Attorney General rather than to
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the Minister of National Revenue. The Carter Royal
Commission felt, under the existing scheme, that it was
undesirable that the board should in fact and in law
report to the minister who was always a party in the
proceedings before it.

There is also in the act a provision whereby either the
chairman or the assistant chairman must be a person
who is versed in the laws of the Province of Quebec.
Again, this is a matter of some importance since the
board has jurisdiction in respect of appeals under the
Estate Tax Act. In a great number of appeals under the
Estate Tax Act the issue is often a question of law in
relation to property and civil rights, as opposed to the
statutory provisions of the Estate Tax Act.

In addition, there are provisions in the bill to indicate
that the board is to act in an expeditious and informal
manner, so that the parties appealing to the board will
have an assurance that they can have their appeal heard
in a cheap and inexpensive manner.

The other major provision that I should like to bring to
your attention, Mr. Chairman, is the provison whereby
the Income Tax Act is to be amended so that if there is
an appeal to the board, and if the minister loses the
appeal, and if the amount of tax involved. . .

Senator Connolly (Ottawa West): Or if he makes it.

Mr. Ainslie: Yes. If the amount of tax involved does
not exceed $2,500, and the minister appeals that decision
to the court, then the taxpayer will receive his costs in
any event of the cause. There have been stiuations where
the amount of money involved was very small but where
the interpretation of a particular section of the act affect-
ed millions of taxpayers. If the minister is in the position
where he feels he must appeal in order to have the law
adjudicated upon then the taxpayer will have the assur-
ance that his costs in the Federal Court will be paid in
any event of the cause. This is to alleviate the feeling
that people sometimes have that if they take their appeal
to the board and are successful they might then be faced
with the prospect of the minister’s appealing to the
Exchequer Court which might reverse the board’s deci-
sion, and if the court reversed the board then the normal
rule would be that the taxpayer would have to pay the
full costs.

Senator Kinley: Is there anything in the bill with
respect to the personnel of the board? Are they all to be
lawyers?

Mr. Ainslie: The provision in relation to the board is
that the chairman and the assistant chairman must be
lawyers. I direct your attention to clause 4(2) which
provides:

No member shall be designated as Chairman or
Assistant Chairman unless he is or has been

(a) a judge of a superior court of Canada or of a
superior, county or district court of a province, or

(b) a barrister or advocate of not less than ten years’
standing at the bar of any of the provinces.
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That is a provision in relation to only the chairman and
the assistant chairman, and it is the same as under the
existing act. So, other members who are not necessarily
lawyers could be appointed.

Senator Kinley: Chartered accountants, for example,
could be appointed as members?

Mr. Ainslie: They are not precluded from being
appointed to the board under this bill.

Senator Beaubien: How many members of the present
Tax Appeal Board are not members of the Ilegal
profession?

Mr. Ainslie: My understanding is—and I stand to be
corrected—that all of the members on the present board
are, in fact, lawyers. However, I am not certain, and I
may be wrong there.

Senator Kinley: The chairman gets $24,000 a year.

Mr. Ainslie: There is provision there for the Governor
in Council to fix the salary provided it shall be at least
$24,000 a year.

Senator Kinley: I think the Senate ought to take notice
of that.

Senator Connolly (Ottawa West): Mr. Chairman, may I
ask the witness a question arising out of a point he made
a little earlier, and which is not quite clear to me from
my reading of the section. The minister is responsible for
costs in an appeal which he takes to the Federal Court
when the amount of the tax involved is $2,500 or less.
Suppose for the sake of argument that the minister finds
that the Appeal Division of the Federal Court has not
given him the kind of decision he feels is warranted and
that he should appeal further. In that event is the tax-
payer going to be saddled with the costs that are
involved in either the Appeal Division of the Federal
Court of Canada, or in the Supreme Court of Canada
should the minister go that far?

Mr. Ainslie: Senator Connolly, I wonder if I could
answer that question by saying that in my view the word
“court” in the new section 101 of the Income Tax Act,
which is to be found on page 13 of the bill, is sufficiently
broad as to include the court of appeal. In other words,
with this section incorporated in the Income Tax Act, I
see no difficulty in regard to the court of appeal.

Now, in regard to an appeal to the Supreme Court of
Canada—I am sorry for not having with me the new
Federal Court Act, but I think I am correct in saying that
one wou_ld have to obtain leave of that court because the
amount in controversy would be $2,500. The practice that
has applied, certainly in the United Kingdom and I
assume that as a matter of course the court in exercising
would only grant leave on conditions, and I would
assume thgt as a matter of course the court in exercising
its discretion would allow the appeal provided that the
minister undertook to pay the costs.

Senator Connolly (Ottawa West): Yes, but if we say
that in the Senate, or if a witness says that before a

committee of the Senate, we do mnot bind the court,
because it is a discretionary matter.

Mr. Ainslie: I appreciate that.

Senator Connolly (Ottawa West): However, I think that
perhaps it is all right.

Mr. Ainslie: May I say, sir, that there was one appeal
in respect to which we had to obtain the leave of the
Supreme Court of Canada, and in that case leave was, in
fact, granted on the basis that the minister had to pay
the solicitor-client costs throughout.

Senator Connolly (Oitawa West): The solicitor-client
costs?

Mr. Ainslie: Yes, that was the order. It was a very
small amount that was in controversy—it was, in fact,
$25.00—but it involved a question of whether a particular
plan was a deferred profit-sharing plan or an employee’s
profit-sharing plan, and it involved 2,000 or 3,000 em-
ployees. So, it was a matter of some importance, and the
court there did give leave, but it was on the terms of
the minister having to pay the costs.

Senator Cook: Who won?

Mr. Ainslie: I am sorry, but I cannot tell you now. I
have forgotten the result.

Senator Beaubien: Mr. Ainslie, will the Tax Review
Board be in a position to give a ruling? If a taxpayer is
contemplating some particular transaction and wants to
know the tax implications, can he go to the board and
obtain a ruling beforehand?

Mr. Ainslie: No, this board will deal only with appeals
from ‘assessments made by the minister. In other words,
the procedure will remain the same. The jurisdiction of
the board is limited. There will have to be an assessment,
and after the assessment an objection, and then the min-
ister will have to refuse to accede to the objection, and
then in that case the taxpayer will appeal to the board,
but the board will have no jurisdiction to entertain ques-
tions of law or to give a ruling at the wish of a taxpayer.

Senator Beaubien: I think that that is terribly impor-
tant. Many people go to the Department for a ruling, and
when they get it they are told that it is not binding.

Senator Connolly (Ottawa West): Many people can go
to the Department and not get a ruling.

Senator Beaubien: Yes, they will either not give you a
ruling or give you a ruling that is not binding.

Senator Benidickson: It is only recently that you have
been able to obtain a ruling from the department.

Senator Beaubien: This board seems to me to be the
place to which you should be able to go.

Senator Connolly (Ottawa West): With all due respect
to Senator Beaubien’s views, Mr. Chairman—and I can
understand why he puts them forward—if we try to
change the character of the Board to the extent of giving
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it power to give rulings before the fact, it would, I think,
create a very cumbersome situation. I would prefer to see
something in the Income Tax Act to cover Senator
Beaubien’s point. What he is talking about is something
that may seriously affect business decisions.

The Acting Chairman: As I understand it, formal rul-
ings are now made on request to the department, but I
understand that they are all of dubious legal significance.

Senator Beaubien: They tell you that. I know of many
cases where people have asked for their opinion, and
where they have been told: “We think, but...”

Senator Kinley: Mr. Chairman, we know some of these
things, but we want to get them on the record. I should
like to ask Mr. Ainslie if it is possible to take an appeal
against the discretion of the minister on class or kind.

Mr. Ainslie: No, sir, because the jurisdiction of this
board is limited to appeals under the Income Tax Act.
The discretion as to class or kind is a discretion exercised
under the Customs Act.

Senator Kinley: By the minister.

Mr. Ainslie: Yes, sir, but there is no jurisdiction in this
board to deal with customs matters; they go to the Tariff
Board. I am sorry, but I am not familiar with the exact
scope of the jurisdiction of the Tariff Board.

Senator Flynn: Perhaps there would be an appeal from
the Tariff Board to the federal court.

Mr, Ainslie: Yes, there is.

Senator Kinley: My interest is that industries are given
huge amounts in subsidiaries and a man who mneeds a
machine to build up a viable plant seems to be in trouble
getting it. The discrimination is not good.

Senator Connolly (Ottawa West): I think as a matter of
Practice though that within the customs department a
ruling before the fact on class or kind before an importa-
tion is a relatively easy ruling to obtain. They will tell
You very quickly before you import.

Senator Kinley: Well, I have had experience; I know
You have to fight to get what you want.

Senator Connolly (Ottawa Wesi): That is undoubtedly
true in every case.

The Acting Chairman: Mr. Ainslie, probably the com-
mittee is more familiar with the appeal procedures under
the Income Tax Act than those under the Canada Pen-
Sion Plan Act and the Estate Tax Act. It might be useful
If you would refer to the provisions as to how appeals
are carried under those two acts.

Senator Cook: Clause 9. (1) provides:

Where an appeal is made to the Board under any
Act, the appeal shall be made in writing but no
special form of petition or pleadings shall be
required by the Board, unless the Act under which
the appeal is made expressly otherwise provides.

23140—23

What is the effect of that? I would have thought that
dispensing with pleadings would make the matter
extremely difficult.

Mr. Ainslie: The reason for that provision is twofold.
Our experience has been that if the taxpayer has
retained a solicitor prior to the filing of the notice of
objection, the notice usually clearly sets forth the matters
in dispute. It is then a waste of paper to require the
solicitor or taxpayer to rewrite it.

Our experience has also been that if a taxpayer does
not retain a solicitor for the preparation of the objection
he normally does not do so for the preparation of the
notice of appeal. Therefore, before the present board
there are some notices of appeal that quite frankly really
do not disclose the issues. The board is faced with the
problem of whether it should act as a court and strike
these documents out on the grounds that they have not
complied with the rules of adequate pleading, which
would defeat the whole purpose of the board and prevent
it from being a tribunal of easy access.

Therefore we felt that on balance it would be prefera-
ble; there is a risk, but it would be preferable to allow
the board to hear an appeal even though the notice of
appeal or the document instituting the appeal is not one
which would normally be expected from a solicitor.

Senator Connolly (Oitawa West): That has been the
law for a long time.

Mr. Ainslie: That is correct, sir. The other point is that
in our view no harm can come from this procedure.
There is the appeal to the court so that in the long run it
would encourage or facilitate individuals appealing to the
board without the necessity of retaining a solicitor.

Senator Connolly (Ottawa West): What was your
second reason?

Mr. Ainslie: The first one was just to dispense with the
necessity of lawyers’ offices having to retype the notice of
objection. In 90 per cent of the cases the notice of appeal
to the board is identical to the allegations of fact and the
reasons contained in the notice of objection. There was a
tremendous amount of paperwork involved.

Senator Benidickson: When Senator Connolly very
ably outlined the procedures under the bill on second
reading he intimated that it was the original intention
with respect to the existing board that its procedures
would be similarly very simple but that over the years
formalities have developed. This, of course, makes it very
plain that it is not the desire to have these procedures
other than simple and inexpensive. Senator Connolly said
that even an objection by letter would be adequate to put
things in motion.

Mr. Ainslie: Yes, sir.

Senator Cook: That is my point; I am not raising any
objection. An appeal is commenced in writing but it
might emerge as an entirely different issue. If there are

no pleadings the case may open and become an entirely
different issue than was originated.
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Mr. Ainslie: That is the risk that the Minister of
National Revenue will run. However, in our view on
balance the risk is very nominal because if the issue
should turn out to be something entirely different...

Senator Cook: And of importance.

Mr. Ainslie: Then the taxpayer by failing to disclose
adequately in his document the issue is inviting an
appeal to the court. Therefore in the long run it would
not be to the taxpayer’s benefit to cloak or disguise the
real matter in dispute.

The other point is that as a matter of practice I find
that in most cases the department is well aware of the
issue, because after the assessment has been filed the
taxpayer is obliged to file a notice of objection with the
minister and generally there is correspondence or inter-
views. Therefore in the majority of cases the real issue of
fact or law between the parties is known before the case
commences.

Senator Cook: The only one who would suffer hardship
would be the poor old judge.

Senator Benidickson: The questions put by Senator
Lang were very important and should be dealt with
before we are diverted.

Mr. Ainslie: In regard to appeals under the Estate Tax
Act, section 23 of the act provides that a person who has
filed an objection to an assessment may appeal to the
board. It also provides that the provisions fo the Income
Tax Act regulating all matters in connection with an
appeal under the Income Tax Act are to apply mutatis
mutandis to the appeal under the Estate Tax Act. So that
the procedure under the Estate Tax Act is the same as
that under the Income Tax Act.

In regard to the Canada Pension Plan Act, section 37
gives a limited jurisdiction to the board to entertain an
appeal in regard to the quantum of self-employed earn-
ings. In other words, the Government wish to be in a
position whereby income for the purposes of the Canada
Pension Plan Act would be the same as that for the
purposes of the Income Tax Act. It was felt that it would
be undesirable to have one tribunal saying the income is
X dollars and another arriving at a different amount.

For that reason section 37 of the Canada Pension Plan
Act provides that:

Subject to this Part and except as otherwise pro-
vided by regulation, the provisions of Divisions F, 1
and J of Part I of the Income Tax Act with respect
to assessments,

I will leave something out,

obg'ections to assessments and appeals, ... apply
mutatis mutandis in relation to any amount paid or
payable as or on account of a contribution for a
year in respect of self-employed earnings. ..

Have I answered the question satisfactorily, Mr. Chair-
man? :

The Acting Chairman: Mr. Ainslie, I have an idea that
there is an itinerant tribunal under the Canada Pension
Plan Act consisting of three judges. I am not sure what
appeals they hear.

Mr. Ainslie: The Canada Pension Appeal Board is
established under the Canada Pension Plan Act. The
jurisdiction of that board, I believe, is limited to the
determination of the question of status as employee or
self-employed. It also relates to the question of the
amount of benefits payable under the act. However, that
board does not have jurisdiction in regard to the narrow
issue of determining the amount of income of a self-
employed person.

The Acting Chairman: Are there any questions on this
area?

Senator Connolly (Ottawa West): I think Senator Beni-
dickson had another question.

Senator Benidickson: That was on another matter. Mr.
Ainslie, I have not got Hansard in front of me, but my
recollection of the very able speech Senator Connolly
made on second reading is that he indicated that under
the terms of this bill certain members of the existing Tax
Appeal Board, notwithstanding that they have not filled
their ten-year tenure, will be compulsorily retired. He
also told us that they would have the right to render
judgments. Notwithstanding their retirement, they will
have the right to render judgments that have not been
rendered. However, he indicated that there was a back-
log. I think he only gave us the backlog for the board as
a whole, for retiring and non-retiring members of the
Tax Appeal Board. With respect to those that are retiring
when this bill passes, have you any indication how many
of them will likely render judgments following hearings
that they undertook before retirement? I believe they
retire on full pay.

Mr. Ainslie: The provisions are to be found in clause
18. You will see that subsection (3) provides:

Each member of the Tax Appeal Board who is seven-
ty years of age or older on the coming into force of
this Act shall thereupon cease to hold office.

I think that is the provision you are referring to. I
believe the other provision you are referring to is subsec-
tion (38) of clause 21, which provides:

Each member of the Tax Appeal Board...may
within six months after the coming into force of this
Act and notwithstanding that he is not a member of
the Tax Review Board, give decisions in respect of
appeals heard by him prior to the coming into force
of this Act.

I am unable to say just what would be the number of
appeals the members of the board would be unable to
give decisions on in six months. I have no information on
that. I would assume, though, that the board could deal
with the majority of the appeals. Again I must say that I
have no information; I have not discussed this matter
with the members of the board
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Senator Carter: What happens to the cases that are left
over? Do they have to start right from scratch again?

Mr. Ainslie: They would not have to start from scratch.
The concluding provisions of subsection (3) of clause 21
provides:

...and where no decision is given within such six
month period in respect of an appeal heard by any
such member, the appeal shall be reheard.

Therefore, there would be a necessity for a re-hearing.

Senator Benidickson: You start right from the begin-
ning then?

Mr. Ainslie: I would say that provision is sufficiently
broad so that certainly you would not have to start from
the beginning, in the sense that you would not have to
file a new pleading. Similarly, the word “rehearing”
would be broad enough, in my view, that if the parties
consented thereto it could be argued on the basis of the
transcript or of the evidence that had been taken before
the previous member.

Senator Benidickson: We just rely on hope that those
who are retired, and are on full pay, will during this six
months period render judgments if their health permits.

Senator Connolly (Ottawa West): It might help the
committee if I said this. I think I got this document from
the Tax Appeal Board Registrar. I did not put it on the
record in Hansard because I did not think it was appro-
priate to show how many cases a member of the board
had under advisement. It shows the number and the
names of the cases, I think, which each of them has
under advisement at this time. It is not a big list in any
case. I think this is just a ballpark guess, but I would say
that perhaps then or fifteen at the outside would proba-
bly cover it. Many of these are perhaps not complicated
cases, I would think; the decisions just had not been
rendered up to the date I got the material. I can supply
that to the committee; I can go and get it if it is neces-
sary, or if individual senators would like to see it T would
be glad to produce it. I did not think it was the kind of
thing I should have put in Hansard.

Senator Cook: Very often a decision of the Tax Appeal
Board is held up pending a current appeal to the Exche-
quer Court. There have been cases where they have
waited because a similar case was under appeal to the
Exchequer Court, after which decision they have ren-
dered their own decision.

Senator Aird: I am not sure whether I missed the point
Mmade by Mr. Ainslie. I should like to refer him to clause
9(1), the last phrase of which says:

...unless the Act under which the appeal is made
expressly otherwise provides.

Inasmuch as this bill seems to be directed to the Income
Tax Act, the Canada Pension Plan and the Estate Tax
Act, do you have any knowledge whether or not there is
an express direction at this time as to the method of
filing those appeals? In the event you do not have that

owledge, what is the intention, as it relates to each of

these acts, of the respective departments? It seems to me
this could very well, if it were so decided by the respec-
tive departments, take out this discretion, which seems to
be the fundamental purpose of this bill.

The Acting Chairman: A good point.

Mr. Ainslie: I do not think it could depend on the
discretion of the department. It would have to be an
express provision in an act of Parliament, requiring
either a particular form of pleading or that the appeal be
instituted in a particular manner.

Senator Aird: That is my first question. Are those in
being now?

Mr. Ainslie: Certainly they are not in being. There are
provisions in relation to the manner in which the appeal
is to be instituted.

Senator Aird: In each of these three acts?

Mr. Ainslie: Yes. I think it is fair to say it is primarily
in the Income Tax Act, and the other acts incorporate the
provisions mutatis mutandis.

The Acting Chairman: If I may interject, I think your
point, Senator Aird, is that by amending the Income Tax
Act one could defeat the purpose of the simplified form
of proceedings established by this clause.

Senator Aird: That is correct.

Mr. Ainslie: I wonder if I could refer the members of
the committee to, for instance, section 89 of the Income
Tax Act which provides:

An appeal to the Board shall be instituted by filing
with the Registrar of the Tax Appeal Board or by
sending by registered mail addressed to him at
Ottawa three copies of a notice of appeal in such
form as may be determined by the rules.

There you have a provision whereby there is an order to
institute the appeal; you certainly have certain conditions
precedent that have to be met, such as sending it by
registered mail and things of that nature. Have I satisfac-
torily answered the question?

The Acting Chairman: Yes.

Senator Aird: You have answered my question in part,
but the real purpose of this act is to simplify procedures.
What I am concerned about is that some amendments to
the Income Tax Act, the Canada Pension Plan Act or the
Estate Tax Act might in effect from a practical point of
view obviate the purpose of this act, if in fact they do
otherwise provide.

Mr. Ainslie: Mr. Chairman, my answer to that is, of
course, that would be the case if in fact Parliament at a
subsequent date was to enact legislation under either the
Income Tax Act or the Estate Tax Act. If Parliament was
to specify, provided that notice of appeal must contain
certain provisions, the way this is drafted those provi-
sions would override the provisions of this bill.
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The Acting Chairman: Or by order in council, I would
gather, from that section you read in the Income Tax
Act, which makes the proceedings as may be set out by
regulation. I presume under that proviso, orders in coun-
cil could miake the proceedings very complicated without
any necessity for amending the act itself.

Mr. Ainslie: The answer to that, Mr. Chairman, could
be found in the new division (i) which is to be brought
into force by virtue of the provisions to be found on page
11. You will find there that it provides how the appeal is
to be made.

Senator Cook: Parliament may change its mind.

Senator Aird: We would agree that Parliament could
change its mind. My first question is, has Parliament
changed its mind before this act comes into effect? I am
getting a partial answer as it relates to the Income Tax
Act, but I have not, as far as I know, gotten an answer as
to how it might apply to the Estate Tax Act or the
Canada Pension Plan Act.

Mr. Ainslie: The answer is the same. Under both acts
the scheme of both the Estate Tax Act and the Canada
Pension Plan Act is that the appeal is governed by the
provisions in the Income Tax Act. The answer I have
given in regard to the Income Tax Act appeals...

Senator Aird: Is applicable across the board?

Mr. Ainslie: If I can direct your attention to section 23
of the Estate Tax Act: the provisions of the Income Tax
Act relating all matters in connection with an appeal
under section 59 of the Income Tax Act shall mutatis
mutandis apply, so that the provisions of the Income Tax
Act or the governing provisions will find a similar legis-
lative intent in section 37 of the Canada Pension Plan
Act.

The Acting Chairman: I think we are still concerned
and that it is outstanding.

Senator Flynn: We will have to watch for any amend-
ment which may be brought eventually.

Senator Cook: In one respect subsection (1) differs from
subsection (2) because the latter says, “notwithstanding

the provisions of the act”. This has a different
philosophy.

The Acting Chairman: They could potentially have a
different philosophy.

Mr. Ainglie: I wonder if I might bring the attention of
the committee to subclause (1), clause 11:

Subject to the approval of the Governor in Council,

Elkjet Board may make rules not inconsistent with this
cbiai:

I merely wish to bring to your attention that the board

undgr its own rules could not override the provisions of
section 9(1) of the act.

Senato:: Co‘m'folly: Did the former law explicitly say
that? I think it is always implicit that a regulation should

be within the four corners of an act. Because you are
enacting new legislation here I think you probably should
put everything in it that you can. I wonder whether the
Income Tax Act had that specific provision in it with
respect to the Tax Appeal Board.

Mr. Ainslie: The provisions are to be found in subsec-
tion (1) of section 87 of the Income Tax Act which
provides:

The Board may, subject to the approval of the Gov-
ernor in Council, make rules not inconsistent with
this Act governing the carrying on of the business of
the Board and practice and procedure in connection
with appeals.

Senator Connolly: Thank you very much. You are just
carrying that forward.

Mr. Ainslie: That is true.
The Chairman: Are there any other questions?

Senator Flynn: Mr. Chairman, I would like to come to
section 18. I understand that the present members who
are now over 70 would retire when this act becomes
effective and would continue until the end of their term
and receive the same salaries as they are receiving pres-
ently, and then they will be pensioned under the Public
Service system. I understand that three out of five mem-
bers will be retired because they are presently over 70.
That leaves two members, who by the application of
subsection (4) of section 18 will become members of the
Appeal Board, but only for the remainder of the term for
which they had been appointed or if they reach 70,
whichever comes first. These two will be in a rather
awkward position compared to those appointed for life.
There will be three appointments for life and two will
remain there for I don’t know how many years. It seems
to me that under those circumstances the least that can
be done would be to give them the opportunity to retire
now and get the same salary as the three who are forced
to retire because they have reached the age of 70.

I am not suggesting that the Government should
appoint them for life or until they reach 70, but it would
appear to be fair to either appoint them as are the others
or give them the opportunity to retire with full salary. I
feel they will be in an awkward position in comparison
with the new appointees.

Senator Benidickson: With due respect, Mr. Chairman,
I do not quite agree with that. I do not know what the
terms are from the point of view of years remaining in
each of these cases, but I would just as soon get their
services even if we have to pay the same remuneration
as we are now paying to them until they do reach age 70.
In addition, it seems to me that since they have a few
years to go their experience would be of some value to
the new members of the board.

Senator Flynn: I agree with that, but the point is that
they could be appointed to the Tax Appeal Board the
same as the three others who will be appointed under the
act until they reach 70. The problem arises if they do not
reach 70 before the end of their term of 10 years. Sup-



17-12-1970 Banking, Trade

and Commerce 5523

pose they had been appointed seven years ago. They are
going to be there for only three years with members
appointed until they reach 70. I do not see why the
Government does not appoint them if they are qualified.
Of course, the way to do it would be to strike out
subparagraph (b) of clause 18(4).

Mr. Ainslie: I wonder if I might interject for a moment
to say that my information in regard to the two members
is that their terms will expire in November 1972 and in
March 1972. That is my understanding.

Senator Flynn: If they have only two years to go, it is
not too interesting.

Senator Beaubien: What age will they have at that
time?

Senator Flynn: I know that one is 63 and the other is
only 46. If they are qualified, I do not see why the
Government does not appoint them to the Board.

The Acting Chairman: We do not know they ages, so it
is hard to judge that.

Senator Flynn: I know they are 63 and 46 respectively.

The Acting Chairman: This seems not unlike our own
situation in the Senate, where the age was amended. I
notice that my new colleagues do not seem to suffer any
disability.

Senator Flynn: This is not a problem for the witness
but is really a problem for the Minister of Justice. I was
wondering whether the Minister of Justice would not
agree to appoint the two who are not yet 70, appoint
them under subclause (4) until they reach the age of 70
years.

The Acting Chairman: Would it please you, Senator
Flynn, if I gave an undertaking to speak to the Minister
of Justice on that specific point?

Senator Flynn: Yes.

Senator Cook: What would have happened if this act
had not come into force?

Senator Flynn: They would have retired in two years.

Senator Cook: But they would possibly have been
Tre-appointed.

Senator Flynn: They would be with other members
who are re-appointed for a term, not only until they
reach 70. There is a mixture of lame ducks. It may not be
entirely unfair but it puts them in a rather curious
Position with respect to the other members, the new
members who would be appointed. So it could be done,
?/Ir. Chairman, by deleting subparagraph (b) of subclause
4).

Senator Connolly (Ottawa West): Under the act as it
now reads, I would think that if the minister, or the
Powers that be, so decide, both of these people whose

s expire in 1972 could be appointed under the terms
of this bill and retired at 70.

Senator Flynn: They could be re-appointed at the end
of 1972.

Senator Connolly (Oitawa West): Yes. They could be
re-appointed at any time.

( Senator Flynn: I do not know. If you read subclause
4).

Senator Connolly (Ottawa West): Perhaps they have to
run out their term.

Senator Flynn: I think it would be for the minister to
re-appoint them now. The way the act reads, you may
wonder whether the Minister can appoint them again,
becuase it says that their term will expire‘—‘that he will
cease to be a member on the day on which the term for
which he was last appointed to the Tax Appeal Board
would, but for this act, have expired.” They are already
condemned.

Mr. Hopkins: Not forever, I would say.
Senator Flynn: Maybe not, but it sounds like that.

The Acting Chairman: I would be glad to express the
concern of the committee on that point.

Senator Beaubien: Suppose the minister was trying to
get rid of them.

Senator Flynn: That is what I was trying to find out.

Senator Cook: Does the witness know if there is any
expectation that this bill will lead to an increased volume
of work for the Board, more appeals?

Mr. Ainslie: It is very difficult to forecast. One of the
purposes of putting in this provision in regard to cost
was to try to make the Board more accessible. I think the
problem is one which is up to the taxpayer’s advisers.
The trend of the statistics is that there is more litigation
under the Income Tax Act, and it fluctuates from year to
year at present as to whether the appeal is originally
brought into the Board or originally brought into the
court. This is something which is entirely in the discus-
sion of the taxpayer and his advisers, so it is very
difficult for me to make any forecast as to what the
volume of the work would be.

The Acting Chairman: With the new income tax we
may be expecting next year, I would think that the
volume would be much greater.

Senator Benidickson: I have not read the details of the
bill and I have forgotten what we were told with respect
to the pension provisions for the members of the Tax
Review Board, in comparison with the pension arrange-
ments now existing with respect to the Tax Appeal
Board and particularly as to whether both the contribu-
tions on the part of members of the Board, whether one
is contributory and the other is non-contributory.

Mr. Ainslie: If I may answer that, Mr. Chairman, the
present provisions that apply to the existing members
will be found in section 96(1) of the Income Tax Act. It
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deals with members of the Board who were contributing

to the Civil Service Superannuation Act prior to their

appointment. It provides:
Notwithstanding any other statutory law, where a
person who is appointed a member was immediately
prior to his appointment a contributor under the
Civil Service Superannuation Act, he continues while
he is a member to be a contributor under the said
Superannuation Act.

Subsection (4) provides that the Civil Service Superan-
nuation Act is applicable to a member to whom subsec-
tion (1) does not apply as though the Board were listed in
Schedule A to the act.

So the existing members are entitled to their pension
pursuant to this provision, whereas under the new act
the members will them become entitled to a pension...

Senator Flynn: Under the Judges Act.

Mr. Ainslie: Under the Judges Act, and that is to be
found...

Senator Flynn: Section 6, paragraphs 2 and 3.

Senator Connolly (Ottawa West): I think it is section 53
of the Judges Act that sets out the details.

Senator Benidickson: Do the judges contribute to the
pension?

Mr. Ainslie: No. The judges have a non-contributory
scheme.

Senator Carter: What about the two lame ducks that
Senator Flynn was talking about? Do they qualify for a
pension when their term is up?

Mr. Ainslie: Yes, under the existing act.
Senator Flynn: Yes, but not under the Judges Act.

Mr. Ainslie: No, no.

Senator Carter: They are contributing to the Civil
Service Pension Fund.

Senator Flynn: They will contribute for the remainder
of their term, too.

'Mr. Ainslie: And, Mr. Chairman, can I say that they
Wwill not lose any of the rights that they have under the
Civil Service Superannuation Act.

.Senator Cprter: Unless they came from the Civil Ser-
vxce,.they }mll have only ten years’ contribution and their
pension will be based only on that ten years.

Mr. Ainslie: That is correct.

Senator Benidickson: That was the contract under
which they took the job on the Board.

Senator Flynn: Yes. I am not criticizing that, I j

Sen - , I am just
thinking of the position Now. g :

The Acting Chairman: If there are no further ques-

gﬁ;‘s' I wonder if I might have a motion to report the

It is proposed by Senator Connolly (Ottawa West) and
seconded by Senator Beaubien, that we report the bill
without amendment.

Mr. Ainslie, I wish to thank you very much, on behalf
of the committee, for a most able and competent presen-
tation of the information this morning. It has been most
useful to us.

Senator Kinley: I think it is the best explanation we
have had yet of a bill.

Senator Connolly (Ottawa West): Mr. Chairman, I hope
that Senator Kinley’s remarks will go on the record.

The Acting Chairman: That concludes the discussion
on this bill.

Honourable senators, in respect of Bill C-175, we have
with us the Honourable H. A. Olson, Minister of Agricul-
ture, and Mr. C. R. Phillips, Director General, Production
and Marketing Branch, Department of Agriculture.

Mr. Olson will give to us the general background of
this piece of legislation and an explanation of it. In doing
that, Mr. Minister, I hope you will comment on the new
policies that might be embodied in Bill C-175. I might
caution you, too, that members of this Standing Senate
Committee on Banking, Trade and Commerce are not
necessarily agricultural experts. I, for one, am not, and
there are several others in the same position. We do, of
course, have one or two outstanding experts on the com-
mittee with us here this morning, including Senator
McNamara, Senator Hays and Senator Argue.

At the moment, Mr. Minister, we would appreciate it if
you would make a brief reference to the general back-
ground behind the preceding legislation and comment on
the philosophy behind it and how it is carried forward
into this bill.

The Honourable Horace Andrew Olson, Minister of
Agriculture: Thank you very much, Mr. Chairman.
Honourable senators, I have a few points that I should
like to raise with you this morning respecting Bill C-175,
but I will not go into much detail, because this bill has
been in the House of Commons since March of 1970.

Senator Connolly (Ottawa West): They are pretty slow
over there, Mr. Minister

Hon. Mr. Olson: I prefer not to comment on that, Mr.
Chairman.

Senator Connolly (Ottawa West): At least by compari-
son with the Senate.

Hon., Mr., Olson: There has been a great of discussion
with all sectors of the industry respecting the changes in
the Canada Grain Act.

Bill C-175 provides, as did its predecessor, Bill C-196 of
the last session, what many people in the industry regard
as the Magna Carta for the grain producers, particularly'
in that area administered by the Canadian Wheat Board.
It is designed to provide grade standards for Canadian
grain. It regulates the handling and storing of grain
through the elevator system. It provides protection for
the owners of grain stored in Canadian elevators. It
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provides for the allocation of available railway cars
among shipping points. It provides authority for the Gov-
ernor in Council to direct the railway to provide railway
cars for the delivery of grain.

As I said, Mr. Chairman, this bill was prepared after a
great deal of consultation with all sectors of the industry
involved in both the production side and the marketing
of grain. The Department of Justice obtained for assist-
ance in drafting this bill one of the most qualified
lawyers in Canada in the area of grain marketing.

Mr. Chairman, this bill updates the Canada Grain Act
which was passed in 1930, and, while there have been
some amendments to that bill since 1930, there has not,
until this proposal, been a major revision of the act since
that time.

The significant changes in the bill are that it sets out
the grade standards as a schedule to the act and makes
that amendable by Order in Council. The current act has
the grade standards in the act itself and they are, there-
fore, statutory and require an act of Parliament for their
amendment. The purpose of this change, as I have said, is
to provide machinery for much more rapid response to
the needs of the market and of our customers. So the
Canadian Wheat Board and the other grain merchandis-
ers, knowing the requirements of their customers and the
need for these changes from time to time, can make
adjustments in the grades to satisfy those customer
demands.

The bill also provides for the use of newer, more
modern quality factors such as protein—and any other
quality factors, if they become important to our custom-
ers—in the establishment of these grain standards.

The bill also provides the authority of the Board of
Grain Commissioners, which, by the way, will be called
the Canada Grain Commission under the new act. More-
over, that authority is broadened under this bill to give
the Commission the authority to exercise a measure of
control as the situation warrants over the entire grain
elevator system, including facilities such as feed mills
and elevators associated with the processing industry.
The current act does not give this authority respecting
feed mills and elevators associated with processing.

Bill C-175 also provides the legislative base for the

lock system and complete control over railway cars and
grain movement; and it provides the flexibility to place
under the authority of one minister, or one agency, the
matter of the allocation of available railway cars among
_Shipping points and among elevators.

I should like to emphasize here that this bill provides
the legislative authority and base for this allocation of
cars, but I should point out that it does not necessarily,
and probably would not in most instances, be delegated
to the new Canada Grain Commission but probably in
Many cases to the Canadian Wheat Board.

There has been a significant updating of the provisions
o protect the interests of producers and elevator opera-
Ors. There is provision for appeal of grades; provision for
appeal against refusal by the Commission to issue eleva-
tor licences; for investigations, for public hearings and
for appeals to the Exchequer Court,

That, Mr. Chairman, is a very brief resume of the
major changes and the amendments in the authority that
we seek from parliament with the passage of this bill.

The Acting Chairman: Thank you very much, Mr.
Minister.

Hon. Mr. Olson: If I may, Mr. Chairman, I will have
distributed some mimeographed sheets comprising a sum-
mary of the information related to grain handling in
Canada. The members of the committee might find this
information useful.

Senator Carter: Is it the intention.that this should be
appended to the record of our proceedings?

The Acting Chairman: Well, I am looking at it for the
first time now, but if the committee deems it worthwhile,
we could certainly do so. The heading is “The Canadian
Government Supervision of the Handling and Movement
of Western Grain.”

Hon. Mr. Olson: It is really some background informa-
tion concerning that subject, and it could be added as an
appendix if you so desire.

The Acting Chairman: This is probably for the benefit
of senators such as Senator Connolly (Ottawa West) and
myself.

Senator Benidickson: I would like to see it appended.
(see attached Appendix to these proceedings). We had
some very able speeches on second reading of the bill.
Now, I do not know anything about grain marketing, but
as a listener we heard quite a bit about what the various
committees were doing, what our export prospects were
and things of that kind. But in large part the speeches
were, with respect, I thought directed in a broad way to
the history of the grain business rather than being par-
ticularly directed to this bill. I think that to have on
record somewhere a little historical information about the
past, in this form, and about the Canadian Government
supervision of handling and movement of western grain
would be very useful.

The Acting Chairman: Is it the wish of the committee
that it should be so appended?

Senator Carter: I so move.
Senator Aird: I second that.
Hon. Senators: Agreed.

The Acting Chairman: I agree with you, Senator Beni-
dickson, particularly for people such as myself who come
to this subject with such little knowledge of the historical
development of the grain situation.

Senator Argue: This is not the historical development;
this is just the situation as of this moment.

The Acting Chairman: That is true, but what I wanted
to direct to the attention of this committee is this, that I
think it would be of use if the compulsive sections, the
operative compulsive sections on, say, grain producers
and elevator operators in this act which must be the
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backbone of the rest of the legislation—if our attention
could be directed to those two areas. I know, for exam-
ple, from the summary in front of me that a Delivery
Permit Book is issued to each grain producer and that all
country elevators in western Canada are required to be
licenced by the Board of Grain Commissioners. I imagine
that those two points are the nub of the act as they
undoubtedly were of its predecessor act.

Hon. Mr. Olson: Yes, Mr. Chairman. With respect to
the Delivery Permit Book mentioned in the first para-
graph, this, of course, is a permit book that is issued to
each producer and it is really administered by the
Canadian Wheat Board, but the legislative authority for
that permit system is not contained in this bill. There are
no amendments dealing with that, with the one exception
and that is to give effect to a fair distribution of access
to the space in the elevator system provided under that
section that deals with the allocation of railway boxcars.

I should mention that from time to time throughout the
last few years there has been a committee set up within
the industry, and, indeed, headed up by the Canadian
Wheat Board to do this kind of thing. It has been called a
“Transport Co-ordinator” in some cases, or a “Transport
Committee” and it has operated rather effectively in my
view. But it has really been, and here I am sure Senator
McNamara will agree, an agreement to agree on these
things without the statutory authority to allocate these
boxcars in a tight situation. So, it has now been put in
here because we would like the block system, and I could
explain that if you like, to work effectively. We think we
should have some base of authority in a statute to make
that effective, although it has been working, in my opin-
ion, reasonably well over these past few months on the
basis of agreement to agree on it.

So far as the country elevators are concerned, it is not
only the country elevators that have to be licenced. That
is not new. That was in the previous Canada Grain Act.
It includes what we describe as primary elevators, trans-
fer elevators and terminal elevators and so on, and gen-
erally the provisions in the licencing section are that
these elevators shall meet certain standards structurally
and so on, so that they can in effect look after the grain
properly while it is the elevators, and furthermore so
that the Board of Grain Commissioners can in fact carry
qut the inspection requirements they need to do from
time to time. This will involve such things as taking

sgmple_s, making weigh-overs and doing audits of various
kinds in those areas.

Senator Connolly (Ottawa West): Mr. Chairman, if 1
may interrupt the Minister for a moment. Here again I
am like the other lawyers on the committee in that I
know practically nothing about the grain trade except
what I hear here. From time to time we read in the
papers about deliveries of Canadian grain to foreign pur-
chasers, and tt}at the grain is defective in one way or
another; sometimes it has foreign substances mixed in
with it and sometimes it has deteriorated. This, I think,
causes the general public to be quite concerned about the
downgrading of the Canadian image in respect of high
quality produce, and particularly high quality grain
produce. Would the Minister care to say something about

this general proposition? I take it that under the provi-
sions of this bill it is within the ambit of the bill for
comment on this point.

Hon. Mr. Olson: Yes, Mr. Chairman. The Board of
Grain Commissioners have set what they call an “Export
Standard Quality” in this respect. In other words, ail the
grain going into export position must be cleaned or must
be processed in any other way required to bring it up to
that export standard. I may add that in my view it is a
very high standard, probably a higher standard than that
adhered to by any other country in the world. The prob-
lem we have had from time to time—and I am happy to
say that we have not had very many—arises from situa-
tions where we have had, for example, some foreign
substance in the grain. In one instance we had a claim
for some glass in one or two of the holds of the ship. I
cannot explain how it got there because I do not know. I
rather suspect it would not have been in the grain all the
way from the farmer to the export position; I think it
must have got in somewhere else along the line. But this
was, in my view, either an act of deliberate damage or
an accident. In any event, all this grain is cleaned as it
goes into the terminals that load for export, and it is not
possible for anything like that, in my view, to remain in
the grain while it is being cleaned.

Latterly, we have had a problem regarding some insect
infestation, and there was a lot of discussion about the
so-called rusty beetle in some grain in western Canada.
That is not an uncommon thing to see or to find after a
number of months in any grain that has a high moisture
content. The eggs of these particular insects are very
common around the grain producing areas, and whenever
the physical condition of that grain is such—and the
climatic conditions, I may add—for them to multiply,
then, of course, that happens. As I say, it is usually
associated with keeping grain which has a higher than
normal moisture content over a long period of time with-
out having it aired out or moved from time to time.

I would like to say this, however, that I checked with
the Board of Grain Commissioners and with the Canadi-
an Wheat Board and, in spite of some of the press stories
that were circulating, we have received no claims from
any of our foreign customers because of rusty beetles in
grain. Indeed, I would be very surprised if they could get
through the inspection and cleaning system at the termi-
nal. That is why I was surprised.

What we did have a claim for—and we have had more
than one, not only this year but many times in the
past—was for some other types of insects. I could give
you the names of them—I think we could dig them
up—but they are commonly referred to as mites, but
even then there are several types. The eggs of this par-
ticular minute insect are also very commonly found in
grain, and whenever you get that grain into climatic
conditions favourable for them to hatch and to multiply,
this happens. Quite often when grain from Canada and
other countries is being shipped to countries where the
climatic conditions are suitable for an explosion in the
population of these insects, that grain is fumigated. It is
just done as a matter of standard practice, to try either
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to clean out the eggs or to kill the fertility in those eggs
so that they cannot multiply. Even that is not a very
unusual thing.

In my view, it was unfortunate that there was some
evidence of quite a lot of grain—although it is still a
very small percentage of the total—that had rusty beetles
in it in Canada at the same time as we received some
publicity for, I think, about three claims for grain that
had these mites. It was not the same insect, but it hit the
press at about the same time, and there was an associa-
tion there that, in my view, was unfortunate.

Senator Carter: Mr. Minister, are you saying that the
steps you take to destroy the eggs of the rusty beetle are
not effective in destroying these other eggs?

Hon. Mr. Olson: I am not quite sure if exactly the same
chemical compound is used for the mites and the rusty
beetles. I know that it is a fairly simple process to get rid
of either one of them. In some cases it is as simple as
airing the grain out. In other cases I think they use
malathion—which is harmless to humans if it is used
properly—that does in fact kill all of the insects. I am not
sure that we have a chemical that we use in Canada that
is potent enough to kill the fertility of the eggs here.

Senator Carter: I noticed you said you would have
been surprised to receive claims with respect to these
beetles, but you did have claims with respect to these
other insects.

Hon. Mr. Olson: Yes.

Senator Carter: That is not unusual and you have had
instances in previous years?

Hon. Mr. Olson: That is right.

Senator Carter: It led me to think that possibly if you
take steps that would make it a surprise to have claims
for rusty beetles, these steps, whatever they are, are not
effective to destroy the other.

Hon. Mr. Olson: I think that is true, because with a
number of handlings—that is, the number of times this
grain has to be elevated and actually exposed to the
air—into the country elevator, out of the country eleva-
tor, into the terminal, through the cleaning facilities, and
then again onto the boat—I would be very surprised if
any rusty beetles could survive that much handling and
airing. But that is why I said I was surprised. It may be
Possible, but I was surprised that the rusty beetles could
survive that much handling.

Senator Argue: In an ordinary year when you might
e€xport 300 million bushels of wheat, against how many
bushels might there be a claim?

Hon. Mr. Olson: I am not sure. I think there is someone
ilse in the room who has more expertise in that than I
ave,

The Acting Chairman: Perhaps you could ask Senator
cNamara to answer.

Senator McNamara: I want to ask the Minister if he
does not agree with me that the recent comments about

the rusty beetle and, to a great extent, the mite are
closely related to the disasterous 1968 crop, of which.

In all my experience, most of this trouble could be
related to the particularly poor harvest we had that year,
and I think there has been undue publicity given to it.

A lot of these mites do not originate in Canada, but
you find them in many vessels handling other grains and
unless they are very carefully cleaned the mites will be
left on the shelves, and so on.

I do not consider in our country the rusty beetles and
mites are a problem. They have to be watched, and the
Department of Agriculture extensively checks for them,
but I think this recent publicity was most unfortunate
because it was a tempest in a tea pot and we should not
have been talking about it with our customers overseas.

Senator Hays: You should have dealt with it in the
Mass Media Committee.

Senator Connolly (Ottawa West): That brings up a
point I wanted to raise, Mr. Minister. You are taking
authority here to control the quality of the grain that is
sold both domestically and on the export market.

Hon. Mr. Olson: Yes.

Senator Connolly (Oitawa West): But are you in the
hands of the shipping companies and the individual
ships, and have you any control there in respect of
shipments abroad?

Hon. Mr. Olson: Mr. Chairman, under the present
Canada Grain Act we have grades that are set down by
statute; and then under the regulations we have certain
tolerances to set the quality to meet those grades. When
a certificate for grain—which is really a grain ticket or a
warehouse receipt—it is issued to anyone—that is what
they get when they purchase a cargo or a lot of grain
from us—that person or customer has the right to
demand that the grain that he receives is up to the
standards that we have spelled out in the act and in the
regulations with respect to the tolerances.

So I think it would be, if not impossible, very difficult
for anyone to try to sell a grade of Canadian grain—that
is a Canada grade standard—if he was not prepared to
deliver grain that met that standard.

Senator Connolly (Ottawa West): Yes, but it is the
further step that I am concerned about. Assuming that
the grain is of prime quality when it goes into a ship,
have you any control over the conditions existing in that
ship which might downgrade that grain?

Hon. Mr. Olson: Yes, Mr. Chairman, we have, although
it is not in this act. I will ask Mr. Phillips to explain in a
little more detail what we do with respect to that. There
is still another act, the Canada Shipping Act, that deals
with the condition of the ships.

Mr. Phillips: Mr. Chairman, the Canada Grain Act
deals with the quality of grain per se, and as explained
by Mr. Olson the Destructive Insect Pest Act provides for
the checking of the ships that carry the grain for export,
and no ship may be released for loading until it has been
approved by the inspection staff under that act.
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Reference was made to the matter of glass and so on
earlier. That is not covered by the Destructive Insect Pest
Act, and we had to provide for that under the Shipping
Act, as I recall, and the same inspectors that check the
ship for infestation are also checking for glass to see that
there is not glass in the ship to start with before the
grain is put into it. This is a procedure to protect the
export of grain.

Senator Carier: Do you exercise the same control over
the railway cars?

Mr. Phillips: The railway cars are covered under the
Canada Grain Act. If at any time railway cars arrive at
an elevator where there is an indication that the grain is
infested then the Board of Railway Commissioners orders
the fumigation of the railway cars.

Senator Hays: Is it not true, Mr. Minister, that with the
exception of the rusty beetle most insects are destroyed
by frost. Most of this grain is grown in areas where there
is widespread frost in the winter. I have 150,000 bushels
of grain stored, and one bin has rusty beetle in it. This is
caused by damp grain, as Senator McNamara pointed
out. The minute the first frost gets in the rusty beetle
burrows right down inside the grain. It eats the centre
out of the grain, which ends up as dust, which can be
skimmed off. You can then put in these gas bombs and
eliminate the rusty beetle. I do not know how it gets into
the elevator, because they watch these things very
closely.

Hon. Mr. Olson: There is no doubt about that, and I
want to concur in what Senator McNamara said that
almost all of the problems we had with the rusty beetle
were associated with the 1968 harvest. One of the reasons
why it became known was that during the past few
months we have had very significantly increased orders
for lower grade wheat, and they were calling all of this
wheat forward from those shipping points that had grain
that was stored since the 1968 crop. That is why there
was an explosion of it. Even with all of that I am
satisfied that the amount of grain that had any infesta-
tion at all in it was probably less than three per cent. As
a matter of fact I think we suspended less than ten
country elevators as a result of finding these rusty bee-
tles. The suspension is that they are not to discharge
grain into any conveyance, particularly a railway car,
until they have cleaned it up.

Senator Hays: But is is really a very easy thing to
handle. There is a rod with little holes in it that you
shove down into the grain, and you drop the pellets
containing the insecticide into it. I am sure that any
farmer who has $10,000 worth of wheat in the bin
watches this like a lawyer watches his bank account. He
is not going to allow the bug to stay there very long.

Senator Burchill: I am afraid I am an easterner and
thus not very familiar with the grain trade. Is all grain
sold on a delivered basis? Are you responsible for the
transportation, and all that sort of thing?

Hon. Mr. Olson: Almost all of the grain that is sold for
export position I believe is sold in the terminal—that is,
at tide-water, so that it is in export position.

Senator Burchill: The ships then would not be your
responsibility.

Senaior McNamara: Mr. Chairman and Mr. Minister,
most of it is sold in store. Other sales are made f.o.b.,
even though they are made by a Canadian agent or an
agent of the Canadian Wheat Board. Sometimes in the
international trade it is sold c.i.f. destination. In any
event, the ship has to be approved by the Department of
Agriculture before the wheat is permitted to be loaded.

Senator Burchill: That applies whichever way it is
sold?

Senator McNamara: Yes.

Senator Burchill: I am not clear on the distinction
between the functions of the Canadian Wheat Board and
the Canadian Grain Commission.

Hon., Mr. Olson: To state it very briefly, the Canadian
Wheat Board is the sales agent for and on behalf of all
the farmers. It also administers the quota system which
ideally at least provides equal access to whatever volume
of market there is to the producers. The Canadian Grain
Commission, or what is known now as the Canadian
Board of Grain Commissioners, are really the policing
agents in the whole system who see that the grade stand-
ards are met and that the conditions at the elevators are
attended to, and they look at the auditing of the entire
system.

Senator McNamara: Mr. Chairman, may I ask the min-
ister if he agrees with me that the dual system we have
in Canada—that is a regulatory system that is completely
divorced from the sales agency—has been of great benefit
to the country. The buyers know that the sellers have no
control over the grades, and it is not possible for them to
manipulate them, because that matter is handled by
another body. Does the minister agree with me in that?

Hon. Mr. Olson: Yes, I do.

Senator Aird: Mr. Minister, in your opening remarks
you talked about the protein content factor, which might
be important to our customers. There have been sugges-
tions from time to time that Canada has lagged behind
some other exporting countries, such as Australia and the
United States, in that we have been slow to adopt this
protein grading factor. I wonder if you would care to
comment on this suggestion.

Hon. Mr. Olson: Yes, I would, Mr. Chairman, because I
think it is important for us to have the kind of flexibility
in adjusting grades so that we can, in fact, grade accord-
ing to quality factors and, in this case particularly, pro-
tein, when our customers demand it.

We have had some requests for grain segregated
according to protein content now. It is not, perhaps, a
majority of the sales that we make, and I think one of
the reasons for that is because generally the protein
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content of Canadian grain is higher than that of the
grain grown in any other country of the world. But, we
are moving into a new era in milling and baking quality
factors where many of our customers would like to know
in advance—that is, in addition to the visual grading of
grain—what is in it. It is not necessarily that they would
all demand high protein, but they would like to have
consistent protein because if they have cargos of wide
variations in protein content it does do a great disservice
to the milling and baking processes that follow. For
example, if they set their grist or their mix thinking or
hoping—perhaps judging it on the basis of their experi-
ence—that it is, let us say, 14 per cent average protein,
then that requires a certain type of process, and the
bakers set their formulas and so on to fit that. If they get
a cargo which is very much lower or, indeed, very much
higher than that, it does foul up the whole system.

Senator Aird: It would seem obvious, then, Mr. Chair-
man, and Mr. Minister, that the diet of the receiving
country has a good deal to do with their requirements.
Would you comment, therefore, upon whether or not
potential future sales to the People’s Republic of China
and/or Japan might be affected materially one way or
the other, if, in fact, we in a protein content factor
measurement on these sales, or are in a position to say
what the content will be?

Hon. Mr. Olson: I think it will be very important, and
it will become more and more important as we move into
what is commonly referred to as continuous flow baking
systems, because uniformity of the protein content is very
important to them.

These continuous-flow baking systems have been used
for only about eight years but I am persuaded that there
will be increased demand for uniform protein levels. I
repeat, not necessarily high, but uniform levels. Many of
our customers, for example China, have not been asking
for this segregation. However, the United Kingdom and
others have indeed asked for guaranteed protein levels.

Senator Argue: There has been a great demand

amongst the producers for a system of protein grading at
the local elevator. Certain organizations have come for-
ward based mainly on this demand.
" Can the minister indicate whether or not such a system
is likely to come into effect, when it will do so and what
premiums, if any, might be attached to high protein
grades coming off the farm?

Hon. Mr. Olson: To answer the last part of your ques-
tion first, the payments would be directly related to the
difference in value placed on protein levels by our cus-
tomers. I suggest that will vary from time to time.

I cannot predict when this will come about. We do not
have a mechanism or device at the moment that will give
Us a protein test sufficiently rapidly for an elevator agent
to apply to each load delivered by the farmer. Some are
Coming pretty close, but in the initial stages I think that
it is possible, although it would not be perfect, to call
8rain forward into particular bins in the terminal eleva-
tors from those shipping points that have a high average

protein. That is between 13 per cent and 14 per cent. The
grain would be segregated on that basis.

It will take somewhat longer in my view to have a
protein system in place sufficiently effective to relate the
tests to individual farmers.

Senator Argue: As I understand it, an American wheat
producer does receive the benefit of a premium attached
to protein grading. I wonder if this is so and how an
American farmer can be paid a bonus for high protein if
it is not possible to pay a Canadian farmer?

Hon. Mr. Olson: That is true, although it is not applica-
ble to all American grain. Indeed, it is not applicable to
all the American grain in those areas such as Montana
and North Dakota which is comparable to the Canadian
protein.

My understanding is that some very large elevators in
the United States have facilities for making a protein
test, but there is some delay. However, if these tests are
made in advance of delivering a large quantity of grain
then, of course, they can be related. The grain is segre-
gated on that protein basis because of the larger number
of bins and larger capacity of the elevator and it can be
directly related to the farmer. However, it certainly does
not cover 100 per cent of American grain at the present
time.

We are also able to do that fairly quickly because we
are building a new protein testing laboratory in Calgary
which will test the shipments going west to the Vancouv-
er terminal.

In fact, most of the flour mills in western Canada have
the ability to make protein tests. We hope that when this
comes into operation a sample of each carload shipped
will be sent to the laboratory. A reading on the test
would be received by the terminal operator by the time
the car arrived at the terminal so that the load would be
put in a bin containing grain of the same protein level.

Senator Carter: In view of the food shortages in under-
developed countries and particularly the protein deficien-
cy in their diets, is there a trend towards higher proteins
to take care of that problem?

Hon. Mr. Olson: I do not think that that problem will
be solved by the differences in the protein in Canadian
grain. That is not really the purpose for making our
grades according to protein levels. It is more closely
related to the milling and baking processes because the
protein test gives us and our customers an indication of a
number of factors, including the water absorption rate in
the mixing of the dough for bread. This changes very
significantly according to the protein level in the flour.

However, in so far as it making a significant change to
the dietary requirements of the people eating the bread it
is not significant.

Senator Carter: I have in mind the situation of a
famine, in India for instance. In the past we have shipped
a few carloads of wheat or grain, but if it does not
provide the necessary nutritional qualities it seems to be
almost an exercise in futility.
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Hon. Mr. Olson: This grain does provide for certain
diet requirements, but I would have to say that it is not a
substitute for very high levels of animal proteins such as
are found in milk powder, meat, eggs, et cetera.

Senator Carter: I am informed that the grain millet has
a protein content much higher than any other grain. Can
we produce that kind of grain in Canada and are we
doing anything about it?

Hon. Mr. Olson: I am advised that we cannot. How-
ever, there are other grains, for example rapeseed, that
also contain far more significant levels of the type of
protein that is useful to make up these diet deficiencies.

Senator Carter: You referred to the storage of wet
grain as one of the main factors in respect to insects. Is
there anything in the grain regulations to control the
amount of moisture as a factor in accepting or exporting
grain?

Hon. Mr. Olson: Yes, there is. A test of the moisture
content in grain is a relatively simple process. Every
elevator agent in the country has a device which enables
him to do this very quickly.

I am not sure of these figures, but I believe that if the
grain contains more than 14.5 per cent moisture it is no
longer considered to be dry grain. Between 14.5 per cent
and 17 per cent is graded as tough and over that as
damp. The elevator agent has the right to refuse to take
grain that contains moisture levels higher than he him-
self thinks he can take care of and keep it from going out
of condition.

The problem we had in 1968 was that everybody
involved in the industry—the Canadian Wheat Board, the
Board of Grain Commissioners and everyone else—tried
to be as helpful as they could to all of the producers who
had very high volumes of this high moisture content on
hand, and we took into the system, I suggest, far more
high moisture grain that year than we would normally
do, because we wanted to give the farmer the benefit of
the drying facilities in the terminal elevators. However, I
have to say, too, that a lot of that grain that came into
the system, which was perhaps below the damp category,
stayed in those elevators for a long period of time. While
it did not, as we say in the industry, heat because of the

high moisture content, it did raise all of these other
problems.

Senator Argue: There is one further question on the
causes where you have authority over the allocation of
box.car.s. Once in a while we seem to fail to move the
grain into position at a sufficiently rapid rate to meet
sales et cetera; at least, there is that feeling around. Is
there any authority here to order the railway companies
to produce a certain quntity of boxcars for the carriage
of grain, or is this authority confined to merely the
allocatmg.of the number of boxcars that the railways
make available for hauling the grain?

Hon. Mr. Olson: I would ho icati
pe that the application of
these rule_s an:_d orders would be on a basis of negotiation
and vyorkmg it out with the railways. In the event that
we disagreed with the railways, clause 97(a) says:

The Governor in Council may by order,
(a) where he considers it necessary in the public
interest to do so, require a railway company to
supply to and place at any point at which the
railway company supplies a service, railway cars
for the carriage of grain.

Thus if there was a disagreement, the authority is there.
Senator Argue: I think that is important.

Senator Cook: What would be the penalty if they do
not? Is there any penalty if the railway company fails to
carry out the order in council?

Hon. Mr. Olson: That penalty is not spelled out in the
bill. If we need one, I suppose we would have to put it in
the regulations under the authority provided to make
regulations under this bill.

Senator Cook: Perhaps the persuasive force would be
very great.

Hon, Mr. Olson: I would think so, yes.

The Acting Chairman: Mr. Heath, when he was here
yesterday, I believe said that the English used only hard
wheat, and that if the United Kingdom did enter the
Common Market it would likely have little effect on our
wheat sales into the United Kingdom. Would you care to
comment on that?

Hon. Mr. Olson: I hope that that is the way it turns
out. Indeed, I think all of the western farmers do too. But
I am apprehensive about the kind of levies that may be
placed on that grain entering the United Kingdom. If this
should put us in a disadvantaged position vis-a-vis the
competitive grains that are produced in Europe or other
grains that may also have access to the United Kingdom
market, I am very concerned about that. If they are going
to subscribe and adhere to the common agriculture policy
that is presently in existence in the EEC, then we are
apprehensive that there may be some additional levies
placed on that grain going into the United Kingdom. I am
very grateful for Mr. Heath’s comment that they intend
to continue to use large quantities of hard grain; that is
encouraging; but we are also very conscious of having
access to that market without too many charges along the
way.

Senator Carter: Looking to the future, with protein
content becoming more and more preminent as a sales
characteristic, how would you meet the requirements
supposing a market demanded a certain protein content,
say 10 per cent or 12 per cent? Would you have to grow
that or could you dilute the various grains down to an
average of that?

Hon. Mr. Olson: We do not have any large quantities
of grain growing in Canada that would have a protein
content much below 12 per cent; that is about the bottom
so far as the hard spring wheats are concerned. We grow
a very small quantity of what we call soft white spring
wheat that has a protein content lower than 12 per cent.
The range we are talking about is between 12 per cent
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and something over 15 per cent in some years, but not
very much. It is within that range that we are discussing
this. We know very shortly after a new harvest comes in
what the average protein content is in any particular
district; that is, the shipping point. That information is
available to us, and I think that if we have the statutory
authority to keep this grain segregated along the way
according to protein content we would not find it too
difficult to call forward grain from those shipping points
that had a level of protein in it that was satisfactory to
our customers.

Senator Carter: But then you run into the problem of
quotas.

Hon, Mr, Olson: There is no doubt about that, but I am
of the opinion that maximizing our total sales is good for
all the farmers, whether they happen to have the kind of
grain that can be supplied to one or another of the
particular deals we make.

Senator Carter: There was a problem some months ago
over farmers in one province blackmarketing wheat, I
suppose is the description.

Hon. Mr. Olson: “Bootlegging” is what they call it.

Senator Carter: I also read in the newspapers that
some farmers were reduced to the point where they were
paying their education taxes and municipal taxes in
wheat. Are these things covered in the bill?

Hon. Mr. Olson: No. The administration of the quota
system is contained in the Canadian Wheat Board Act. It
is not in this bill.

Senator Carter: You said earlier this was a policing
bill, which polices only the quality of the grain.

Hon. Mr. Olson: And the elevators, and that sort of
thing.

Senator Carter: The handling of it.
Hon. Mr. Olson: Yes.

Senator Benidickson: The Minister, this has been a
busy and even rather a hectic week for most us, because
it is the week prior to the Christmas adjournment, and
we have not had this bill before us for very long. That is
why the day before yesterday, when it was introduced
for second reading, I had some apprehension about por-
tions of the speech made by my good friend Senator
Argue. In this busy week have you had an opportunity to
read his speech?

Hon, Mr. Olson: Yes, I have. I thought it was a good
Speech.

Senator Benidickson: I refer to page 342 of Hansard. I
Wanted to get your comments. I remind you that he
pointed out that in recent months and years, under the
leadership of yourself and Mr. Lang, very many things
have been done that are helpful in solving the problems
of the grain trade. He referred to certain organizations

that have undertaken studies within recent periods, that
have been helpful, and then he went on to say:

This has been done with a substantial measure of
success in many ways. The main point that I have
been critical of in some of these various proposals is
that the powers that be...

T assume you are one of those. He then goes on to say:

...did not in any sufficient way ask for the opinions
of the producers themselves before action was taken.
All of a sudden some revolutionary program was
announced, and the opinions of general producers
were not asked; they did not have a clue that such a
program was forthcoming; basically they did not
support it, although they went along with it, because
of the quota provisions. ..

You say that this particular bill was introduced in March
of this year. This frightens me. What is your answer to
Senator Argue, who is a western farmer, and his asser-
tion that the producers themselves have had inadequate
invitations to express their views?

Senator Argue: Not on this bill.

Hon. Mr. Olson: Mr. Chairman, I think that in part of
his speech he was referring to the LIFT program of last
year.

Senator Benidickson: He indicated that he was opposed
to the LIFT program.

Hon. Mr. Olson: Those comments were also related to
the LIFT program and of course I could make a great
argument I think that would persuade you that we had
to do that kind of a program in the crop year 1970.

Senator Benidickson: I did not think his remarks were
confined to the LIFT program.

Senator Argue: That is the revolutionary program
which I was talking about and certainly not this bill—it
has taken 40 years.

Senator Bourgei: We are not dealing with that today,
are we?

Senator Benidickson: We were dealing with the bill. I
thought that since it was presented in Hansard and it is
paragraphed there that it could refer generally to the bill
because the speech was on the bill

Senator Argue: There are a lot of things other than the
bill.

Senator Benidickson: He did say that he has made
representations indicating that he did not particularly
favour the LIFT program. Prior to the portion I have
quoted he went on to say that in connection with this
attempt to be helpful and improve the situation in the
train trade, a task force on agriculture had been ap-
pointed.

Hon. Mr. Olson: The task force consisted of a number
of eminent agriculturalists headed by D. L. MacFarlane,
chairman, and D. R. Campbell, P. Comptois, J. C. Gilson,
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and D. H. Thain, members. That is the report to which I
think he was referring. They were appointed in 1967, I
believe, to give us an analysis and some recommenda-
tions for the whole agriculture structure in the 1970s.

Senator Benidickson: What was involved in the refer-
ence to a study of grain marketing by Mr. S. C. Hudson?
What relationship does that have?

Hon. Mr. Olson: I understand that was done for the
Economic Council of Canada.

Senator Benidickson: The Wheat Board itself commis-
sioned a similar study domestically and internationally.

Hon. Mr. Olson: Yes, it was the Wheat Board.

Senator Benidickson: Is that part of the background for
the preparation of this bill?

Hon. Mr. Olson: Not really, Mr. Chairman, because the
marketing and the techniques of marketing, other than to
make sure that the quality is provided for in the grades
and so on, is really in another area completely.

Senator Argue: Mr. Chairman, if I might say a word, I
did speak about this in my speech. It involves many
things other than the bare bill itself, because it opens up
the whole question, in my opinion, for a second reading
discussion of the grain marketing situation. I think Sena-
tor McNamara would agree that a large part of his
speech was not on this precise bill but on the general
grain situation and the tremendous improvements in
markets. This was very much in order and is the kind of
thing which should be done. Senator Benidickson has
quite rightly said that I objected to the LIFT program. It
did come, to a large extent, out of the blue as far as the
actual producer was concerned.

A new policy has been announced by the Honourable
Otto Lang. I should like to relate a private conversation
we had. I said that there should be more consultation
with the producers, and he replied that you cannot really
have a public opinion survey. I said, “Maybe that is what
you should have.” Well, I was delighted to find out a
couple of weeks later that he had sent out a letter to
every grain producer in western Canada, almost 200,000
9f them, asking for their opinions. I think that was a wise
move. The minister will get all these opinions and I am
sure that after looking at them some improvement may
result—because the farmers will have been consulted.

Senator Benidickson: I remember you referring to that
letter and commending the minister for sending it. Did
that letter have application to the bill before us?

Hon. Mr. Olson: Not this bill, but the stabilization
program that was announced. Of course, the purpose was
to invite some kind of public debate or reaction to these
proposals prior to the bill becoming operative, hopefully,
for t.he 1971 season. That legislation will have to come to
Parhargent early in February. After consideration has
been given to all the opinions that have been expressed,
the bill will be drafted and presented to Parliament.

. Senator Benidic.kson: I am satisfied. This portion of the
speech rather frightened me. It does not particularly

relate to this bill and certain agricultural policies are
recommendations in general.

Hon, Mr. Olson: Mr. Chairman, I ought to explain with
respect to this bill that there were many meetings across
the country; indeed, the Standing Committee of the
House of Commons on Agriculture spent several weeks
hearing witnesses from farm organizations.

Senator Carter: Is this a new bill? Does this update the
existing legislation?

Hon. Mr. Olson: When this is passed we will repeal the
present Canada Grain Act, and there are one or two acts
which will be amended by the passage of this bill. There
is section 108 which I believe deals with section 11 of the
Prairie Farm Assistance Act, which modernizes or
updates some of the provisions. In section 107 under the
heading of consequential amendments on page 75 there is
an amendment to the Wheat Board Act and the PFA Act.
Under section 109 there is a minor consequential amend-
ment to the Crop Insurance Act, and in several other
places. Many of these are technical matters where we
have, for example, changed the name from the Board of
Grain Commissioners to the Canada Grain Commission.

Senator Carter: Does this act include new powers that
did not exist in the old legislation?

Hon, Mr. Olson: There is a new provision in section 97
(a) dealing with the allocation of railway cars. There is a
new provision under Section 41 of the bill, giving the

_commission authority to alter the charges from the full

storate charges, when any elevator is inoperative due to
labour stoppage or for any other reason that the elevator
cannot function. That is a new provision, and it brought
in some other elevators that were not covered before.

Senator Carter: I notice under clause 74 you have
investigations and arbitration, and there is a list running
from (a) to (). Do you have many of that type of com-
plaint to investigate?

Hon, Mr, Olson: Yes, Mr. Chairman, we do. There is a
continuous flow of appeals. I am not sure that they would
fall into the category of investigations, but of appeals
against a grade, for example, by a farmer who is not
satisfied with the grade that the local elevator agent may
give him. On a continuous basis also, the Board of Grain
Commissioners are doing inspections at all of the eleva-
tors, to make sure that the kinds of grain that they claim
they have there, and the volume, is, in fact, there.

Senator Carter: Is this the final court of appeal for the
farmer, or can he go higher, if he does not think that he
has got justice?

Hon. Mr. Olson: Yes, he could appeal to the minister,
and in any case he could appeal to the Exchequer Court,
depending on what he is appealing.

Senator Benidickson: I was interested in the point
raised by Senator Cook, on the question of penalty, when
we put in statutory form the authority of the Gonervor
in Council to direct the railway companies in their allo-
cation of box cars. I have been around here for a great
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number of years and I repeat that I know very little
about the grain trade, but I have seldom been here in a
session when there has not been considerable complaint,
from the representatives from the farming areas, about
the provision and allocation of box cars for their produc-
tion. My understanding is that, over the years, the
Department of Transport and the Department of Agricul-
ture and other agencies of Government, and the Wheat
Board perhaps, have been relying on persuasion and
negotiation. Notwithstanding the reliance simply on that,
there has been, to my knowledge, in every session, com-
plaints of considerable strength from the producers of
grain about this matter of box cars. I wonder if the
minister, when he is drafting regulations, would give
some consideration to that. I believe that we have been
working on persuasion and negotiation for years, and I
think Senator McNamara will probably be able to con-
firm that.

Hon, Mr. Olson: I do not believe that all of the com-
plaints are going to go away simply because we have
within the act the authority to direct the railways to put
cars at certain places and, indeed, even the number of
cars.

The Acting Chairman: There might not be enough cars.

Hon. Mr. Olson: There are two or three things we have
to take into account. As the chairman has pointed out,
one has to consider the number of cars that are available.
Also, when a car is loaded, in fairness to the railway
company, they ought to know when that car is going to
be unloaded. We have had experience where grain has
been left in cars for a long period of time, because there
was no place to unload it. This usually happens at the
end of the crop year, when the Wheat Board is trying to
equalize the quotas as much as they can. Therefore, I do
not think all the complaints are going to disappear. A
farmer living a hundred miles away from another eleva-
tor is usually not very happy if he sees the quota there
has gone up to four bushels, for example, while his
elevator is still at two. If the Wheat Board could explain
to him the reasons why this is so, from time to time, I
think he would have a better appreciation of it. These
complaints will continue as long as we have production
in excess of the immediate market demand.

Senator Benidickson: I have some sympathy for the
railways, too, because I had a function to perform at one
time in the Department of Transport as parliamentary
assistant to the Minister of Transport. We often had to
convey the Department of Transport’s reports, as
received from the railways, with respect to these con-
stant complaints in Parliament.

The Acting Chairman: Honourable senators, if there
are no more questions for the minister, I would like to
draw your attention away from the general to the more
particular. While the minister and Mr. Phillips are here,
are there any questions you would care to direct to
Specific clauses in the bill? I am sure the minister and
Mr. Phillips would be glad to stay with us while we go

23140—3

through the bill clause by clause. Alternatively, if there
are no more questions, may I have a motion to report the
bill?

It is moved and seconded to report the bill without
amendment.

Hon. Senators: Agreed.

The Acting Chairman: Mr. Minister, thank you very
much for your patience in answering these long and
difficult questions. We appreciate very much your having
taken the time to be with us. We also thank you, Mr.
Phillips, for your assistance.

Hon. Mr. Olson: It has been a pleasure to be here.

The Acting Chairman: Honourable senators, we have a
precedent today which I think should be noted for the
record. We have with us Mrs. Aline Pritchard, of the
Committee’s Branch, who is acting today as our clerk. I
am advised that this is the first time that a woman has
performed this function. I am glad that we have such a
beautiful and charming woman as Mrs. Pritchard here
this morning, and we acclaim her heartily.

Hon. Senators: Hear, hear.
The committee adjourned.

Friday, December 18, 1970

The Standing Senate Committee on Banking, Trade
and Commerce, to which was referred Bill C-179, an act
respecting the Buffalo and Fort Erie Public Bridge Com-
pany, met this day at 10.30 a.m. to give consideration to
the bill.

Senator Daniel A. Lang (Acting Chairman) in the
Chair.

The Acting Chairman: Honourable senators, we have
referred to us Bill C-179, respecting the Buffalo and Fort
Erie Public Bridge Company, and our witness is Mr. B.
Pomerlan, of the Department of Finance. Mr. Pomerlan,
would you describe to the committee the necessity for
this bill?

Mr. B. Pomerlan, Financial Operations Branch, Depart-
ment of Finance: Yes, Mr. Chairman.

Honourable senators, this bill is very brief. It contains
just three clauses, two of which are key clauses. One
relates to the borrowing power of the bridge authority
and the other relates to what we call the reversionary
date—that is, the date upon which the property of the
bridge authority located in Canada reverts to the Gov-
ernment of Canada.

The need for this bill may be attributed to the fact
that the bridge authority is looking at its traffic projec-
tions over the next period of time, and it is considering
the possibility of widening the bridge in the event that
such widening is required to handle the increased traffic
which they expect.

The decision has not been taken on (a) whether the
bridge is necessary, or (b) if it is necessary when it will
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be constructed, but this legislation is intended to be
ready in that event.

Senator Connolly (Oitawa West): Do you mean the
widening?

Mr. Pomerlan: Yes, the widening of the bridge. What
the bridge authority is faced with immediately is what
they call the rehabilitation of the bridge—that is, the
strengthening of the bridge, replacing the decking on the
bridge, installing new lighting systems, and generally
putting the bridge in a much better condition than that
in which it exists at the moment. This is what they call
phase one.

Phase two is the widening of the bridge, if widening is
decided upon. Phase one fits in with phase two, but it
could be that only phase one will be undertaken, and not
phase two.

The existing borrowing authority of the bridge is $4
million, and this is actually sufficient to take care of
phase one, but if phase two is necessary then the costs of
that will run anywhere from $10 million to $12 million,
and this additional borrowing power is necessary.

Senaior Connolly (Oitawa West): What did the bridge
cost originally?

Mr. Pomerlan: The cost was of the order, I think, of $1
million.

Senator Connolly (Ottawa West): $1 million?

Mr. Pomerlan: Yes, it was a very small amount at the
time.

Senator Connolly (Ottawa West): Has it been increased
in size since it was originally built?

Mr. Pomerlan: No, it has not. Improvements are made
fo arrangements and systems fo accommodate increases
in traffic, but the bridge is essentially safe. It is approxi-
mately 40 years old.

The reversionary date under the present legislation is
1992. If the bridge authority decides to proceed with the
yv1dening they would have to seek financing by borrow-
ing in the market. The term of such borrowing would
likely be of the order of 40 or 50 years. The reversionary
dat_e of 20-20 is about 50 years from now. While it is
quite true that the language is when the bonds are paid
off or 20-20, whichever is later, the 20-20 is more consis-
te.ent with the likely term of the bonds. In any event it
gives the bridge authority an assured life of approxi-
mately 50 years, after which time the Canadian property
reverts to the Canadian authorities and the American
property to the American authorities. At that point in

time_ jchey would decide how the bridge would be
administered.

The Acting Chairman: Did some United States govern-
mental body have to pass equivalent legislation?

Mr. Pomerlan; Yes, that equivalent legislation was in
fact passed during the current year.

Senator Connolly (Ottawa West): By the State of New
York?

Mr. Pomerlan: By the State of New York; this is
parallel legislation to the extent it is required.

Senator Connolly (Oitawa West): How did it come
about that the Canadian Government became involved in
this when only a state is involved in the United States? Is
it simply because it is international?

Mr. Pomerlan: It is an international bridge; that is
right.

Senator Connolly (Ottawa Wesi): Can you tell us any-
thing about the operating position of the bridge? Has the
authority been making money?

Mr. Pomerlan: Yes, they have been making small sur-
pluses in each year.

Senator Benidickson: But the amount given to the
Canadian Government as its share of the surplus has
been at a fixed amount for some time.

Mr. Pomerlan: It has been at about $200,000 per year
to the Canadian Government.

Senator Benidickson: They have had a net surplus
beyond the amounts they have distributed to
governments.

Mr. Pomerlan: Yes, but that has been very modest;
there is very little left over.

Senator Benidickson: The sponsor pointed out that the
toll rates relative to other international bridges are
rather low.

Mr. Pomerlan: These rates have been unchanged since
1956, when they were referred to the Board of Transport
Commissioners and approved.

Senaior Beaubien: Is the bridge administered in the
United States?

Mr. Pomerlan: Yes, the bridge authority is incorporat-
ed in the United States. However, its powers in Canada
derive from the Canadian legislation.

Senator Benidickson: But there are Canadian directors.
Mr. Pomerlan: That is right.

Senator Benidickson: And the chairmanship alternates
between a Canadian and an American year by year.

Mr. Pomerlan: That is right; one year there is a
Canadian chairman and a U.S. vice-chairman and the
following year it reverses.

Senator Benidickson: The sponsor, Senator Kinnear,
said last night that we would not be called upon, or there
would be no appeal made with respect to the $2,500,000
that might be required for the repairs and renovations at
the moment.

Mr. Pomerlan: That is right.

Senator Benidickson: But that there might be an
appeal in the case of the larger expenditure of about $12
million when the widening is carried out.
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I may be quite wrong in this, but there are two inter-
national toll bridges in the area I represent. I have
been informed that no federal assistance would be forth-
coming with respect to a toll bridge. Indeed, if it is
privately operated by a private company charging tolls,
on which basis most of them are organized, one of the
difficulties that the organizers of this public service has is
that we even asked them to put up the money for our
customs officers and immigration offices.

Mr. Pomerlan: That is right.

Senator Benidickson: Why would we mention the
possibility of an appeal to the Government for assistance
with respect to the widening if it has not been done in
the past? Would that be a reversal of past policy?

Mr, Pomerlan: I am afraid, senator, I cannot speak on
Government policy in these matters.

Senator Benidickson: Do you know of any internation-
al toll bridges to which the federal Government has
made a contribution?

Mr, Pomerlan: There are some in the eastern part of
the country that have been put up between the Depart-
ment of Public Works and one of the American states.
There are several in the east.

Senator Benidickson: Which are subject to tolls?
Mr. Pomerlan: No, they are toll-free.

Senator Benidickson: Well, that was the point. When
tools are charged, as is the case here, my understanding
is that the bridge authority has to find considerable funds
for customs and immigration offices. Theoretically this
expenditure is eventually reimbursed by tolls.

However, there is a bridge in Kenora-Rainy River
where the tolls are insufficient to carry the debt charges.
It has not been a success. It has been a wonderful public
advantage to have the bridge, but from the point of view
of financing revenues have not been adequate to pay
obligations under the debentures. Qur departments have
consistently refused to make any contribution with
respect to the structures that actually house departmental
officials.

Mr. Pomerlan: This is a problem with regard to gov-
ernment policy; I cannot speak to it.

Senator Benidickson: My curiosity was aroused last
night when there was some hint that we might expect an
appeal for assistance when the major undertaking is
decided upon, namely the widening of the bridge at
Considerable expense.

The Acting Chairman: Maybe we will cross that bridge
When we get to it, senator.

Senator Connolly (Ottawa West): Perhaps Senator

enidickson feels that we are crossing the bridge now.
Once this bill is passed and in force the autharity for the
financing will be there.

Mr. Pomerlan: That is right.

Senator Benidickson: The authority for the private
organization to do the financing.

Mr. Pomerlan: That is right.

Senator Benidickson: But this amendment does not
involve any commitment on the part of the Government
to share in any future expenses, or change their policy.

Mr. Pomerlan: Not a bit. It is just enabling legislation
which, if passed, authorizes the bridge authority to
borrow. There is no indication of the source of the funds
and no mandate as to where to borrow.

Senator Benidickson: It is proposing policy whereby a
non-profit organization, usually sponsored by public-spir-
ited people on one or both sides of the river, raises the
financing and gets it going. Then our Government says
they will not even pay the costs of the buildings required
at the end of the bridge for their immigration and cus-
toms officials.

Senator Carter: Does the federal Government pay rent
for these buildings?

Mr. Pomerlan: No.

Senator Carter: If the authority started to charge rent,
on what basis could they refuse to pay it?

Senator Benidickson: I do not know, but they do. With
respect to one of the bridges to which I referred in my
area, the one that has been unprofitable, I would say that
in initiating it, in the actual fund raising, 98 per cent of
the financing, what was required to provide this public
advantage—which is just as much an advantage to
Canada as it is to the United States—resulted from funds
raised on the United States side of the bridge and guar-
anteed by a relatively small village in the State of Min-
nesota. The state, seeing the predicament of this village,
with deficits for the international bridge, has indicated
that it is willing to buy the bridge and put up state funds
to relieve the village of this obligation, or relieve the
people who put up the money, although in fact it was
under the guarantee of the village, because it is realized
they cannot carry it. However, they baulk at the State of
Minnesota having to finance the cost of Canadian facili-
ties for the Canadian side of the bridge, which are used
for government purposes.

(Ottawa Westi):

Senator Connolly And without

compensation.
Senator Benidickson: Without compensation.

Senator (Ottawa West): Is it

legislation?

Connolly in the

Senator Benidickson: Here is a free gift of the bridge,
paid for by the citizens of Minnesota, and we get just as
much advantage from it as they do. Indeed, I do not
know why they put up a bridge to move tourists into
Canada, but they did. Then, as I say, we will not even
pay rent for our facilities.

Senator Connolly (Oitawa West): Can Senator Beni-
dickson say whether or not the legislation authorizing the



5236

Banking, Trade and Commerce

18-12-1970

erection of the bridge made these other contributions a
condition precedent?

Senator Benidickson: I frankly do not recall whether
that was stated in the bill. I sponsored the bill some
years ago, but I cannot remember that. I do remember it
was made clear that that was government policy.

Senator Connolly (Oitawa West): It is the practice
anyway.

Senator Benidickson: It was the practice and the policy
has continued.

Senator Connolly (Ottawa West): I think the same situ-
ation arises on this bill.

Senaior Benidickson: On this bill, because this is
standard policy. There may have been some exceptions in
the east, but one would still think they were exceptions
with respect to non-toll bridges.

Mr. Pomerlan: That is right.
Senator Benidickson: That is a different situation.

Mr. Pomerlan: Yes, I presume it is, because it is not
the same as the bridges in this part of the country.

Senator Carter: When you say it is a non-profit organi-
zation, are you saying that the tolls are set only to cover
operating expenses?

Senator Benidickson: Yes.
Senator Connolly (Oitawa West): There is no profit.
Senator Benidickson: There iS no equity.

Senator Connolly (Oitawa West): There is no equity
money.

Senator Benidickson: No equity money at all.

Senator Connolly (Ottawa West): Except provided by
the public.

Senator Benidickson: Except the people who bought
the bonds. The revenues have not been adequate to do
that, so the poor little village on the American side is
undqr an obligation to pay the deficit. I would say that on
a bridge of that kind we get more benefit than they do,
because the incoming traffic from a heavily populated
country like the United States benefits our tourist indus-
try to a much greater extent than the reverse, Canadians
gomg across to the United States on that facility.

The Acting Chairman: If I could bring the committee

to order and back to the bill itself, are there any other
questions of the witness on this bill?

Senator Connolly (Ottawa West): I just want to make
this suggestion. I hope Senator Benidickson’s proposal
can be arranged, and then I would think perhaps the
village might make him an honorary citizen!

Senator Carter: Is this the so-called Peace Bridge?

Mr. Pomerlan: That is right.
Senator Carter: This is the Peace Bridge?
Mr, Pomerlan: This is the Peace Bridge, yes.

Senator Carter: Is there anything significant about its
construction? Why it should get this particular name? It
seems to be a special project.

Mr. Pomerlan: After World War I the citizens on both
sides of the border felt that as a gesture of good will this
bridge should be built. There was a need for a bridge
and they thought it would be nice to have such a bridge
as a demonstration of the good will existing between the
two countries. This is what gave rise to the bridge, and
this is why it was called the Peace Bridge, because it was
erected shortly after World War I.

Senator Connolly (Ottawa West): They paid 98 per cent
and we paid 2 per cent.

Senator Benidickson: No, not the bridge dealt with in
this bill. T know nothing about the financing of this
bridge.

Mr. Pomerlan: It was paid out of borrowed funds.

Senator Beaubien: Mr. Chairman, I move that we
report the bill without amendment.

Hon. Senators: Agreed.

The Acting Chairman: Thank you very much, Mr.
Pomerlan.

Senator Benidickson: Is there any way of putting into
the report something about the present stern policy of
the Government on non-profit international bridges? It
seems rather harsh when the Government will not pay
for their own facilities.

The Acting Chairman: I imagine the transcript of this
committee meeting could be passed to the appropriate
officials.

Senator Carter: Is the committee not able to make a
recommendation to the Government with respect to
policy on this?

Senator Benidickson: Future policy with respect to
other bridges.

Senator Carter: Yes, future policy.

The Acting Chairman: I certainly would not think it
would be within the ambit of reference of this bill.

Senator Connolly: It seems to me from the material
that is now on the record that there is an implicit recom-
mendation from the committee that there would be a
review.

Senator Benidickson: I thank Senator Connolly for his
support on the policy.

The committee adjourned.
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APPENDIX

SUMMARY INFORMATION RELATED
TO GRAIN HANDLING IN CANADA

Canadian Government Supervision of
Handling and Movement of Western Grain

A delivery permit book is issued to each grain pro-
ducer in Western Canada by the Canadian Wheat Board.
this book contains a record of acreage seeded to grain by
the producer and of all grain delivered to elevators from
his farm during the current crop year. Delivery quotas
for the various kinds of grain, and for each delivery
point in Western Canada, based on farm acreage, are set
by the Canadian Wheat Board.

All country elevators in Western Canada are required
to be licensed by the Board of Grain Commissioners. The
licensee is required to be bonded by an approved surety
company, to carry insurance against fire on all grain
stored in licensed premises, to submit reports of grain
handlings and stocks, and to audit grain stocks in each
elevator at reasonable intervals and submit audit results
to the Board. The Board’s Assistant Commissioners
inspect all country elevators regularly to see that
requirements of the Canada Grain Act and the Canada
Grain Regulations are being complied with. The Assist-
ant Commissioners also investigate complaints relating
to producer transactions with licensed country elevators.

When the producer delivers a load of grain to a
licensed country elevator, if he agrees with the grade
and dockage offered by the country elevator agent, he
receives payment based on the initial payment price for
the kind and grade, established by the Canadian Wheat
Board. If the producer and the country elevator agent do
not agree on the grade and dockage, the producer
receives an interim elevator receipt for his grain and
they jointly forward a representative sample of the grain
to the Board of Grain Commissioners for government
grading. This official Board of Grain Commissioners
grade then becomes the basis of settlement for the grain
delivered.

The Canadian Wheat Board issues shipping orders to
companies which operate licensed country elevators.
These orders authorize the company to ship carloads of a
Specified kind and grade of grain to a specified terminal
point, such as Vancouver, Thunder Bay or Churchill; to
one of the Canadian Government Elevators in Western
Canada; or to a flour mill elevator. Rail movement of
8rain from country points is controlled by the Block
System and is administered by the Canadian Wheat
Board.

Terminal elevators are licensed by the Board of Grain
Commissioners to handle, treat and store grain shipped in
Carload lots from country points in the prairie provinces.

icenses are required to be bonded, to insure all grain
Stocks against fire, and to submit regular reports of grain
Stocks and handlings. The elevator buildings and all
8rain handling equipment including scales are subject to
f‘-he Board’s inspection and approval. The stocks of grain
In all licensed terminal elevators are audited annually by

the Board of Grain Commissioners and the quantities on
hand are compared with totals of outstanding registered
warehouse receipts as shown by the Board’s records.
After the results of audits have been compiled, the eleva-

tor licensees are required to make adjustments covering
all overages and shortages.

On arrival at a terminal elevator, grain is officially
sampled, weighed and graded by officers of the Board of
Grain Commissioners cleaned to tolerances established
for commercially clean grain; treated if mecessary to
remove excess moisture, mineral matter or for other
reasons; and binned according to grade. Warehouse
receipts are issued and registered by the Board of Grain
Commissioners and delivered to the manager of the ter-
minal elevator. The warehouse receipts are then deliv-
ered to the Canadian Wheat Board, the owner of the
grain. Warehouse receipts are negotiable documents
representing a specified quantity and grade of grain and
are used by the holder as security to obtain bank financ-
ing for grain transactions.

When the grain is sold by the Canadian Wheat Board
for domestic use in Canada or for export, and is loaded
out of the terminal elevator to railway cars or vessels, it
is again sampled and graded by the Board of Grain
Commissioners’ inspection staff, according to export
standard samples and specifications, and weighed under
supervision of the Board of Grain Commissioners. When
the grain is ordered out for shipment, the Canadian
Wheat Board surrenders registered warehouse receipts
for the grade and quantity, and the receipts are cancelled
by the Board of Grain Commissioners.

The references to buying, pricing and selling of grain
apply specifically to the kinds of grain over which the
Canadian Wheat Board has full marketing jurisdiction in
Western Canada, namely: wheat, oats and barley. Other
grains handled through country and terminal elevators
such as rye, buckwheat, flaxseed, rapeseed and mustard
seed are bought and sold by producer co-operatives,
elevator companies, processors and grain exporters. The
Board of Grain Commissioners’ inspection, weighing and
documentation apply uniformly to all kinds of grain and
oil seeds.

Elevators located east of Thunder Bay, Ontario, which
handle Western grown grain are licensed by the Board of
Grain Commissioners as “Eastern” elevators, and are
subject to Board requirements for bonding, insurance of
grain stocks, and reporting. These are transfer elevators
and are situated at ports on the Great Lakes, the St.
Lawrence River and at the Atlantic seaboard. Eastern
warehouse receipts are issued by the elevator managers
to cover all grain received. The receipts are registered
with the Board, and are surrendered and cancelled when
the grain which they represent has been shipped. As all
western grain handled has already passed through termi-
nal elevators at Thunder Bay, it has been officially
inspected and does not require further cleaning or drying
at eastern elevators. This grain must be binned according
to grade and no mixing of grades is permitted during
storage or shipment. All western grain loaded out into
ocean vessels for export is officially sampled, verified for
grade and certified by the Board of Grain Commissioners.
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Otherwise, the Board of Grain Commissioners’ inspection
and weighing services are provided at an eastern elevator
only on request of the elevator manager or the owner of
grain consigned to or in store in the elevator. All stocks
of grain in licensed eastern elevators are audited by the
Board and quantities on hand are compared with totals
of outstanding eastern warehouse receipts as shown by
the Board’s records.

The Board of Grain Commissioners establishes in the
Canada Grain Regulations maximum tariffs of charges
for the various services performed by licensees of coun-
try, terminal and eastern elevators, such as elevation,
storage, cleaning and drying. Generally, the elevator lic-
ensees charge the maximum rate permitted, but may
charge less providing they file the schedule of charges
with the Board. The Board also sets out in the Regula-
tions allowances for invisible loss and shrinkage on
grain received at country and terminal elevators.

Canadian Government Supervision of Handling of East-
ern Grain

Licensed eastern elevators, in addition to handling
western grown grain, for export or for domestic use, may
handle shipments of grain grown in Eastern Canada and
grain grown outside Canada (U.S.A.). The handling of
this grain by these elevtors is subject to the same

requirements as in the case of western grain, that is,
bonding, insurance, issuing of warehouse receipts and
reporting to the Board. The Board of Grain Commission-
ers provides services for this eastern grain and grain
grown outside of Canada only on a request basis.

There are elevators in the eastern division which
handle principally eastern grown grain and are not lic-
ensed by the Board of Grain Commissioners. These are
country elevators and feed mills. The Board maintains an
inspection unit at Chatham, Ontario, which provides offi-
cial sampling and grading services on request to grain
producers and to the grain trade in the surrounding area.
Services are also available from Board offices located at
Toronto and Montreal.

Board of Grain Commissioners Operating Costs.

The Board of Grain Commissioners’ total expenditure
budget amounts to some $11,000,000 per annum; about 75
per cent of this amount is recovered through fees for
services, charged according to Schedule A of the Canada
Grain Regulations.

Additional information relating to expenditure and
revenue is contained in the Board’s annual report for
1968.

Winnipeg, Manitoba
April 1, 1970

Queen’s Printer for Canada, Ottawa, 1970
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Order of Reference

Extract from the Minutes of the Proceedings of the
Senate, December 15, 1970:

“A Message was brought from the House of Com-
mons by their Clerk with a Bill C-3, intituled: “An
Act respecting investment companies”, to which they
desire the concurrence of the Senate.

The Bill was read the first time.

With leave of the Senate,

The Honourable Senator Lang moved, seconded by
the Honourable Senator Paterson, that the Bill be
read the second time now.

After debate, and—

The question being put on the motion, it was—

Resolved in the affirmative.

The Bill was then read the second time.

The Honourable Senator Lang moved, seconded by
the Honourable Senator Paterson, that the Bill be
referred to the Standing Senate Committee on Bank-
ing, Trade and Commerce.

The question being put on the motion, it was—

Resolved in the affirmative.”

Robert Fortier,
Clerk of the Senate.



Minutes of Proceedings

Wednesday, January 27, 1971.
(9)
Pursuant to adjournment and notice the Standing

Senate Committee on Banking, Trade and Commerce met
this day at 9.30 a.m. to consider:

Bill C-3, “An Act respecting Investment Companies”.

Present: The Honourable Senators Hayden (Chairman),
Aird, Beaubien, Blois, Carter, Cook, Desruisseaux, Flynn,
Gelinas, Hollett, Isnor, Kinley and Lang.—(13)

Present, but not of the Committee: The Honourable
Senators Lafond and Urquhart.—(2)

In attendance: E. Russell Hopkins, Law Clerk and Par-
liamentary Counsel.
Witness:
Department of Insurance:
Mr. R. Humphrys,
Superintendent of Insurance.

At 11.55 am. the Committee adjourned to the call of
the Chairman.

ATTEST:

Frank A. Jackson,
Clerk of the Committee.



The Standing Senate Committee on Banking, Trade

and Commerce
Evidence

Ottawa, Wednesday, January 27, 1971

The Standing Senate Committee on Banking, Trade
and Commerce, to which was referred Bill C-3, respect-
ing investment companies, met this day at 9.30 am. to
give consideration to the bill.

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

The Chairman: This is the first meeting of the commit-
tee this year, so I welcome you all. We will have a lot of
work. We have before us today Bill C-3, respecting
investment companies. If you recall, originally we had
Bill S-17 in the session of 1968-69. We rewrote the entire
bill with the full support of Mr. Humphrys—perhaps the
word ‘“full” is not appropriate, but Mr. Humphrys can
explain whether it was full or not.

The bill before us now contains substantially the provi-
sions of Bill S-17 as they were in June of 1969 when that
bill left the Senate. Some additions and changes have
been made.

Mr. Humphrys is here this morning to explain the bill.
I have asked him to refer to the clauses and tell us those
which have not been changed in relation to Bill S-17.
That will assist our consideration.

We have had inquiries from various organizations who
wish to appear, a number of them in relation to the
specific provisions dealing with sales finance companies.
Following our usual practice we have informed these
organizations that if they are expeditious in presenting
their material, we will hear them. We have at least one
for next Wednesday, and perhaps there will be more.
Therefore we may take three or four sittings in consider-
ation of this bill, but I can tell Mr. Humphrys that we
are not going to waste any time on it.

Mr. Humphrys, will you come forward?

Mr. R. Humphrys, Superiniendent of Insurance: Mr.
Chairman and honourable senators, as the Chairman has
already mentioned, this bill is substantially the same as
Bill S-17 which was before you in the session of 1968-69
and which was given third reading in the Senate in June
of 1969. Following that date the bill moved over to the
House of Commons, but it was not possible to deal with
it in the balance of that session. It was introduced in the
fall of 1969 in the House of Commons, but again was not
dBe_flllt with at that session. It was reintroduced last fall as

il C-3.

The nature, the scope and the purpose of the measure I
b<E_lieve are well known to you. It was reviewed again
bl‘leﬁy at the time of second reading. However, as a brief
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reminder I might say that the principal purpose of the
bill is to establish a system of reporting and supervision
for companies that are substantially in the business of
acting as financial intermediaries.

These are defined broadly as companies that raise
money and debt instruments and use a significant portion
of the money so borrowed for investment purposes. The
main type of company covered would be those usually
known as sales finance companies, but there would be a
considerable number of other types of companies covered
by the definitions as well.

The main effect of the bill would be to require compa-
nies subject to it to submit annual statements to the
supervisory authority, which is stated to be the Depart-
ment of Insurance; it would empower the Superintendent
of Insurance and his staff to examine the condition and
affairs of companies at their head offices; it would
require the Superintendent to report to the minister in
any case where he thought that the ability of the compa-
ny to meet its obligations was inadequately secured; and
it empowers the minister to take one or more of a series
of steps designed to result in improvement in the finan-
cial position of the company, or in extreme cases to stop
it from borrowing from the public, or even to enable the
minister to initiate winding up proceedings by applying
for a receivership order under the Bankruptcy Act.

The bill does not prescribe any particular standards of
financial strength, or classes of eligible investments. It
does, however, have the overriding requirement that a
company subject to the bill is supposed to keep itself in a
financial condition to give adequate security for its debts,
and also to refrain from making investments and loans
where there may be a conflict of interest.

That in brief outline is the nature and purpose of the
measure, which are exactly the same as in the measure
that was before you nearly two years ago.

The Chairman: Mr. Humphrys, if we put the purpose
of the bill in a nutshell, it applies to companies that
borrow money on their bonds, debentures, etec., and use
that money for financing purposes and other operations—
not necessarily operations with which they have any
share connection—by loaning the money, by purchasing
shares, etc. We proceed from that as a base and there are
exceptions. That is the broad base. I do not want to
interrupt the way in which you are planning to present
this, but I wonder if we could collect some of these ideas.
For instance, perhaps we could collect in the record at
some stage the exceptions that cut down the application
of this bill to the business of investment or investment
companies.

6:5
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Mr. Humphrys: Yes, Mr. Chairman, I will summarize
that, and it will fit very well with the comment I am
about to make, pointing out the two major areas
this bill differs from the one that was before you in 1969.

The first major matter, and the one that ties in with
the comments you have just made, Mr. Chairman, is a
change in clause 3, which broadens the area of ministeri-
al discretion to exempt companies from the application of
the bill. A moment ago I mentioned that the bill would
apply to companies that are acting as financial intermedi-
aries; that is, companies that raise money on debt instru-
ments and use some or all of the money so borrowed for
investment. If the definition were left at that it would
obviously cover a vast number of companies, because
nearly every company borrows some amount of money at
some time or other, and nearly every company has an
investment in securities or investment type instruments
at some time or other.

In order to restrict the application of the measure to
companies that are, to a significant degree, acting as
financial intermediaries, some tests were put in to make
sure that it would not apply to companies that were only
borrowing a very small amount, or investing only a very
small amount.

The first test was, that in order to measure whether a
company is significantly in the investment side of the
business the bill would not apply to any company if less
than 40 per cent of its assets were in investment type
instruments. On the other side, it would not apply to a
company if its borrowed money, its debts from borrowed
money or its guarantees were less than one-third of its
capital and surplus. Those are the basic tests to make
sure that it ‘applies only to companies that are borrowing
a significant amount and investing a significant amount.
In order to be covered the company has to borrow at
least an amount equal to one-third of its capital and
surplus, and have at least 40 per cent of its assets in
investment type instruments—bonds, stocks, investment
real estate.

The Chairman: You are now referring to subsection (3)
of clause 2 on page 3.

Mr. Humphrys: That is the major qualification of the
first broad category, of those companies that borrow and
invest.

In addition to those tests, a certain number of compa-
nies would be excluded. The first exclusion would be
combanies that are acting as securities dealers, if they
are licensed under provincial law. Securities dealers and
brokers often borrow money, and often have a considera-
ble inventory of securities of one type and another that
they have for sale to their clients. There is a specific
exclusion for those companies if they are licensed under
some relevant legislation. In most provinces there is a
licensing requirement on securities dealers, and there is
really a code that applies to them, so it was not thought
necessary to cover them by this measure.

Also excluded would be companies that borrow only
from banks or from major shareholders. Major share-
holders are defined as shareholders who own more than
10 per cent of the equity stock. It was thought that major

shareholders would know what they were about in lend-
ing to companies in which hhey have such a significant
interest, and it was thought not necessary to apply this
kind of measure for their protection. The exclusion in
relation to companies that borrow only from banks is
proposed because most companies borrow from banks
from time to time, and it was thought that in the absence
of such an exclusion the measure would cover a great
many companies that are not really in the business of
acting as investment intermediaries.

Senator Isnor: What is the main reason for excluding
any companies?

Mr. Humphrys: There are a number of reasons. The
first would be exclusion of companies that are borrowing
only small amounts, or investing only small amounts,
because the intention of the measure is to cover only
companies that are significantly acting as investment
intermediaries.

That was the purpose of the first tests on the propor-
tion of their assets that would be investment type instru-
ments and the amount of borrowing. The exclusion for
securities dealers was based on the consideration that
they are not essentially investment intermediaries and
that they are supervised in other legislation.

The exclusion in relation to companies that borrow
only from major shareholders and banks was proposed
because major shareholders would be expected to know
the full details of companies in which they have such an
important personal interest; and the exclusion of compa-
nies that borrow moneys from banks was intended to
avoid bringing within the measure a great number of
companies that borrow from their banks from time to
time perhaps more than the minimum limits prescribed
here,- but are not really acting as investment
intermediaries.

There was a subsidiary consideration that in this coun-
try the banks are all strong and can be rasonably
expected to look after their own affairs; but this was not
the major consideration in that exclusion, because the
same point could be made in respect of a number of
other important financial institutions.

The Chairman: They are regarded as sophisticated
borrowers?

Mr. Humphrys: Sophisticated lenders.
The Chairman: Sophisticated lenders, yes.

Senator Carter: Would it be fair to say that in the
original bill what happens is that you had the net so
wide that you were picking up companies that did not
need the provisions you have in mind to protect inves-
tors, and at the same time you were creating an adminis-
trative problem because you would have more than you
could actually deal with satisfactorily.

Mr. Humphrys: Yes, senator, that is a very accurate
comment. In the original bill that was brought before
you, the original scope was very wide, but there was
quite a broad power for the minister to exclude compa-
nies. The Senate—and, in particular, this committee—
though that that perhaps was going too far in bringing a
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great many companies in and then letting them out. It
made a lot of administrative work and created a number
of problems for the companies concerned. So this com-
mittee, in studying the matter, decided that it would be
better to narrow the original scope, to try to focus more
accurately on the type of company that should be under
such a measure; and consequently a number of amend-
ments were made to try to accomplish that end.

That, in essence, is the effect of the provisions of the
bill defining the companies that would be covered.

Since the matter was considered by this committee in
1969, further discussions have taken place. Some
representations have been made to the department and
other representations were made before the House of
Commons committee. It was realized that, even within
the narrower range of the definitions adopted in the
amending Bill S-17, cases might arise where really there
was no good reason in the public interest that the par-
ticular company be subject to a measure such as this.

It was thought that to try to define every such case in
the terms of the legislation would be practically impossi-
ble, in the present state of our knowledge; it would
complicate the legislation greatly, without giving us any
real feeling that we had dealt with every case. So a
change was made that broadened the area of ministerial
discretion, whereby companies could be excluded if,
having regard for a number of specific circumstances, it
appeared that the public interest did not require that
such companies be covered.

That broadening of the ministerial discretion is set
forth in clause 3 on page 5 of the bill. I think it might be
of interest if I just expanded on that particular provision,
because it is quite relevant to this important aspect of
the bill, as to who is going to be covered by it.

Turning to clause 3 on page 5—and, in particular, to
subclause (2)—paragraph (a) permits the minister to
grant an exemption if the business of investment carried
on by the company, or a significant portion thereof, is of
short duration and is incidental to the principal business
carried on by it.

This is substantially the same as the ministerial discre-
tion that was in Bill S-17—with a slight change in word-
ing to make it a bit more workable.

Paragraph (o) is substantially the same as in Bill
S-17—with some additional wording to clarify the inter-
pretation. That is in favour of companies that become
incorporated after the effective date of this measure, pri-
marily for the purpose of carrying on the business of
investment. Such companies may be excluded if they are,
and intend to remain, companies with less than 40 per
cent of their assets in investment type instruments or with
borrowed money less than one-third of their capital and
surplus.

Paragraph (¢) is an important new one. It enables an
exemption to be granted if the minister considers that it
is not necessary in the public interest that the company

covered, having regard to:

(i) the persons to whom the company is'indebted in
respect of money borrowed by it,

(ii) the amount of the indebtedness of the company
in respect of money borrowed by it,
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fiii) the nature of any security given by the company
in respect of money borrowed by it, and

(iv) the extent of the integration of the company’s
activities with the activities of its subsidiaries, if
any, and with the activities of any corporation of
which it is a subsidiary and any other subsidiaries of
that corporation,

To bring this into focus, perhaps I might give a general
example. I would not wish any comments that I might
make in respect of examples to be interpretated as a
determination of policy at the present time, because each
case that applies for an exemption will have to be con-
sidered on the basis of the particular circumstances.

The Chairman: Will you have covering regulations
under this section, or just depend on each individual
case?

Mr. Humphrys: It would depend on an examination of
the individual case but it is expected that, by the time
the measure has been in force for a year or two and we
have had a chance to look at all the cases that become
covered by the act and that apply for exemptions, that it
will be possible to draw rules that are more accurate and
more precise than we can now; and that we would be in
a position then to report on the classes of cases that had
been exempted, so that if the bill comes before Parlia-
ment again, this matter could be considered in the light
of actual experience, to see whether the terms of the
legislation should be changed at that time or whether the
discretionary approach should reasonably be continued.

Some examples might be, for example, under (i) the
persons to whom the company is indebted in respect of
money borrowed by it—I have already referred to the
fact that companies that borrow only from banks would
be exempted. There might be cases where a company
borrows from another sophisticated lender, it might be a
private placement, a special arrangement, a consortium
of foreign banks or some arrangement whereby one can
reasonably take the view that the public interest does not
demand that this kind of supervision be applied.

Another example is under paragraph (i).

The Chairman: But under paragraph (i) it might be a
parent company.

Mr. Humphrys: Well, borrowing from a parent compa-
ny should be exempted anyway, because a parent compa-
ny would be a major shareholder.

The Chairman: Yes, but there are some complicati
in that that I will mention to you later. e

Senator Desruisseaux: How about street money? What
about short-term money that they get from the street on
the basis of a note?

Mr. Humphrys: I would not think, senator, that that
would justify an exclusion, if you are asking for my
opinion right now, because many companies, sales finance
companies particularly, borrow short-term on the market,
and that is the kind of situation that should be covered
by a measure such as this.
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The Chairman: If I recall the facts correctly, Atlantic
Acceptance did a lot of short-term borrowing.

Mr. Humphrys: Yes, a great deal

The Chairman: And that is exactly the kind of opera-
tion we are interested in.

Senator Cook: Would there be such a thing as a condi-
tional exemption, then, dependent upon a change in
circumstances

Mr. Humphrys: No, the exemptions would not be con-
ditional, senator, but the minister would have the right to
withdraw the exemption if he thought that the circum-
stances had changed.

Senaior Cook: But how would he know?

Mr. Humphrys: It follows that the administration
would keep in touch with cases that had been exempted.
They would not be formally required to file returns if
granted an exemption, but I think in practical terms the
administration would have to keep in touch with such
cases to see whether circumstances had changed.

The Chairman: Mr. Humphrys, what concerns me is
that if the minister grants an exemption under section 3
he does have the right at a later time to revoke; but
where is there any authority in the bill under which he
can require the furnishing of any material to him after
an exemption has been granted?

Mr. Humphrys: There is nothing in the bill that would
require such an exempt company to file information with
the department or with another body specifically for this
purpose, but all the companies that are subject to this
measure, being federally-incorporated companies, are
also subject to the Canada Corporations Act, and there-
fore would be required to file annual statements with the
Department of Consumer and Corporate Affairs so that
there would be a source of information in that respect.
To take a practical view, I would not expect that there
would be a serious difficulty in obtaining a reasonable
degree of information about companies that had been
exempted from the measure. The problem that arises is
quite similar to the problem that arises in getting infor-
mation about the company in the first instance to see
wlzether it is a company that is subject to the measure or
not.

But we thought that to give a conditional exemption,
that is, to exempt the company from some provisions of
the bill but not from others, would be adding to the
complication and would leave the public in a position
where it would not know really whether a company was
subject to the essential control provisions of the act or
not. So it seemed better to give an outright exemption or
not to give an exemption so that the public would know
that, if a company is on the list as a registered company,
the measure applies to it; if it is not on that list, the
measure does not apply to it. In that way it presents a
clearer picture.

~ Senator Aird: Mr. Chairman, the last point you made is

very important. How, in fact, will be public know? Will
these companies carry the information on their letter-
heads? Will it be advertised?

Mr. Humphrys: The bill requires that there be a list of
the registered companies published in the Canada
Gazette each year. The fact that the company is regis-
tered would also be on file in the Canada Corporations
Act so that if one were making inquiries about a compa-
ny pursuant to that act one could always obtain informa-
tion about whether the company was registered under
this aet or not.

Senator Aird: Do you have any forecast at the present
time of the number of companies that you contemplate
this will cover?

Mr. Humphrys: So far as we have been able to deter-
mine, we believe it will be about 90 companies. How
many of those might apply for and be granted an exemp-
tion I do not know at this stage.

Senator Holleti: Has the Governor in Council yet dele-
gated or stated what minister or department this will
come under?

Mr. Humphrys: It is intended that it be the Minister of
Finance and that it be administered by the Department
of Insurance, which reports to the Minister of Finance.

Senator Cook: On the same point, you give an exemp-
tion under paragraph (i), the persons to whom the com-
pany is indebted in respect of money borrowed by it. If,
for instance, that were changed materially, should there
not be some obligation on the company which enjoys the
exemption to report the fact that the condition under
which they got the exemption was changed? Would that
not simplify the thing for you?

The Chairman: You mean such as any substantial
variation or departure?

Senator Cook: Yes, from the current conditions under
which the exemption was granted in the first place.

Mr. Humphrys: I think it would be incumbent upon us
to try to become and keep informed in relation to such
cases. We thought that we could accomplish that without
having a statutory requirement resting on such compa-
nies to report under the measure. It is a queston that
relates to your earlier point, senator, about whether the
exemption should be conditional or not. On balance we
thought that it would be workable to give an outright
exemption, but to {ry to keep ourselves up to date on the
cases in an informal way. I think if we find that that
does not work; then a different approach will have to be
taken. But I do not really expect that a company that has
received an exemption under this would take the attitude
that they would not make available to us any informa-
tion concerning their affairs. If it came to an outright
difficulty where we had reason to think we should know,
the minister could withdraw his exemption which would
have the effect of forcing them to report.

The Chaiz.man.: I think your decision to be forthright in
the exemption is a wise one, Mr. Humphrys, because

otherwise I can see how it might interfere very consider-
ably with financing.

Mr. Humphrys: Yes.
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The Chairman: If it were a conditional exemption as
against an absolute exemption, I can see where that
might pose problems for those people who would be
dealing in that field. Is it necessary in your opinion that a
corporation that has been granted an exemption should
be required to report any material change in its opera-
tions?

Mr. Humphrys: Well, Mr. Chairman, it is a difficult
point, but I think it is one that is quite important from
the point of view of the extent of the supervisory
responsibility, and the implications of Government
responsibility in relation to a company that may be in
question. If a company is reporting officially to the super-
visory authority and the supervisory authority has no
power to do anything about the situation that is being
reported, then I think it is almost worse from the public
point of view than if the public knows it is an outright
exemption.

If you are going to require these companies to report,
then it is a conditional exemption and what the minister
is really doing is saying, “I will not exempt you from the
requirements of providing information to the Superin-
tendent of Insurance. I will exempt you from my powers
to do anything about your company if I think a bad
situation has arisen.” He would have to first find grounds
for withdrawing the exemption. Then he would have to
have the Superintendent make his examination, and then
would have to take the other action. So we thought the
company should be either under the measure or not,
because a conditional exemption, in effect, gives the min-
ister the power to amend the act and say, “I will make
certain portions of the act apply to this company and
“others apply to another company,” and I think it could
be quite a confusing situation.

The Chairman: But the companies are under the act, if
it is necessary for them to get an exemption.

Mr. Humphrys: But once they are exempt, they are not
under the act.

The Chairman: All I was saying was not that they are
compelled to go through all the reporting here, but I
asked you if you thought it was necessary for good
administration that exempt companies be required to
report material changes. That would give you a starting
point.

Mr. Humphrys: We would want to know about materi-
al changes, Mr. Chairman. We hesitate to put a statutory
requirement on an exempt company. I will say, in rela-
tion to the same thing, that I should draw your attention
to the fact that the power of the minister to exempt is
conditional to this extent, That he cannot exempt a com-
Pany from the limitations on the transfer of shares to
non-residents.

Senator Carter: Would it not depend largely th
Permanence of the change? There might be a variation
for a period of three or four weeks, and by the time you
get your report in it would be back to normal again.

Mr. Humphrys: We would not want to have to deal
With every such case. The idea of an exemption would be
to put the company in a category where we do not have

to concern ourselves with its day-to-day operations. If a
material change did occur in the scope of its activities or
the nature of its investing or borrowing, then, truly, it
would be a case that the exemption should be reconsid-
ered. So I think this implies that there would be some
continuing contact to review the exemption, if circum-
stances change. But the imposition of a statutory require-
ment on the exempt company to report material change
is something that we did not propose. I admit that in one
way or another we should try to keep informed on such
matters.

Senator Cock: If the department was not in such good
hands as yours, would it not be a good idea to put the
onus on the person who first made the exemption?

Mr. Humphrys: A statutory requirement of that type is
subjective with the company, if you say that the compa-
ny shall report any material change. It would have to be
any change that, in the opinion of the company, is
material—which, again, leaves it to the company’s judg-
ment whether to report or not.

Senator Aird: Yes, but the alternative, Mr. Humphrys,
is the only place you are going to get this information
from is a filing under the Corporations Act, and you have
a sizable time lag factor.

Mr. Humphrys: Yes, senator, but the implication of this
is that the onus is not on the administration to bring an
exempt company back in. It can be done, but it does not
require the administration to withdraw the exemption if
certain things happen.

Senator Gelinas: Are these exemptions reviewed every
year?

Mr. Humphrys: I think they would be reviewed peri-
odically. It is hard to judge at this stage how many there
would be and what the nature of them would be.

The Chairman: This bill does not require an annual
review of the exemptions.

Mr. Humphrys: No, it does not, Mr. Chairman.

The Chairman: So here we are doing our best to
provide a measure of protection for the public against
conditions we know have existed. For the purpose of this
bill we are assuming that once a person qualifies and the
minister gives him an exemption, he carries on and it is
up to the minister to try to find out whether he has been
true to the circumstances on which the exemption was
given.

Senator Cook: I think we should reserve the point and
come back to it after we have heard the evidence of the
other people.

The Chairman: Yes, I think we have talked it out, and
we can make a note of it.

Senator Desruisseaux: Mr. Chairman, if I could revert
to clause 3(2)(c)(ii)—“the amount of the indebtedness of
the company in respect of money borrowed by it,”’—what
would be the present guidelines? I cannot see what they
would be.
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Mr. Humphrys: I could give two examples there, sena-
tor. Under the test in subclause (3) of clause 2 a company
is not considered to be an investment company if the
outstanding debt, together with guarantees, is less than
25 per cent of the aggregate of the debt and capital and
surplus.

We might have a case where a company had guaran-
teed debts of some of its subsidiaries but had not bor-
rowed any money or had borrowed only a small amount,
so the indebtedness for the money borrowed might be
quite small although the total of its guarantees plus
borrowed money might be more than the 25 per cent
base. So we thought that might be a kind of case we
would want to look at to see whether the borrowed
money was of such significance that the company should
be covered or not.

Another case might be where a company buys a parcel
of real estate that has a big mortgage on it. When it
prepares its balance sheet that mortgage would appear as
a debt, but it is not money that was borrowed by the
company. So, again, we might want to look at that case
in the light of the actual money borrowed by the compa-
ny, as distinct from its debt.

Those are the kind of cases we would want to look at.

Senator Aird: Mr. Chairman, I would like to go back to
the numbers again, and perhaps Mr. Humphrys does not
have them available at this time, but it seems to me that
it would be very useful for us to have on the record a
breakdown, province by province, of the 90 that he fore-
casts will come under this act, so that we will have an
idea as to where this responsibility is ultimately going to
lie.

Mr. Humphrys: We have done the best we can so far,
senator, to try to identify the companies that might meet
the tests. We have not received all the information that
we would need from all the companies, so we do not
want to commit ourselves too firmly on any predictions,
although most of them are centred in the two major
provinces of Quebec and Ontario.

Senator Aird: More than half?
Mr. Humphrys: I think so, yes.

The Chairman: In your projection by which you
reached 90, have you projected incorporations, looking
forward, or is this just existing companies?

Mr. Humphrys: This is just existing companies, so far
as we could identify them.

The Chairman: If there are no other questions, will you
carry on, Mr., Humphrys?

Mz, Humphrys: That area of discretionary exemption
was one of the principal changes in this measure as
compargd t.o the bill you studied although, as you can
see, it is aimed at the same kind of problem that this

committee was working on when you last studied the
measure.

T!qe Ch-airman: I think your Roman numeral (v) in
section 3 is a very important additional basis for exemp-

tion; that is, the integration feature of the company’s
activities. Would you develop that a bit?

Mr. Humphrys: Under the measure as it left the
Senate, where a company loaned money to or invested in
a subsidiary it was provided that that type of investment
would be ignored for the purposes of testing whether a
company was an investment company or not, provided
that the subsidiary was not itself an investment
company.

Some cases have come to us since then where there
could be two, three or four layers of subsidiaries and the
company may have made an investment in the second or
third layer. Rather than try to revise the wording dealing
with subsidiaries that has been adopted by this commit-
tee, we thought it better to take this approach and permit
the minister to look at the extent of the integration in
the activities of the particular company with those of its
subsidiaries, of its sister companies and of its parent, and
to try to judge in that context whether it is really an
investment intermediary so far as the public is concerned
or whether it is part of the whole operating function of
the corporate enterprise.

There may be a variety of cases—perhaps more so
than anybody can list at this stage—where a company
may serve only the parent, or it may serve all the
companies in the group. There may be quite a variety of
circumstances.

This permits such companies to be studied and in the
light of the integration of its activities with companies in
the family, to determine whether this kind of supervision
and control is necessary in the public interest.

The Chairman: Even if such an operation were covered
and exempt, or the act did not apply under the provi-
sions, this integration might apply in the situation where
you have a top company which fully owns a number of
subsidiaries that are manufacturing companies, and then
it has also a wholly owned subsidiary which it uses as a
financing media. The top company may lose money in
addition to holding shares in its financing subsidiary, but
all the borrowing from the public for the financing of the
manufacturing companies may be done by this financing
subsidiary. We have dealt with that elsewhere on a per-
centage relationship of assets. But this integration feature
would apply, would it not?

Mr. Humphrys: Yes. Such a case could be studied

under this clapse.

The Chairman: The committee will remember that we
had Massey-Ferguson who were making substantial
representations on this point.

Mr. Humphrys: The other important addition to the
bill deals with the limitation of the transfer of shares to
non-residents in respect of sales finance companies. These
new measures are found in clauses 10 to 17, and they
carry with them the subsidiary provisions enabling the
making of emergency liquidity loans to companies that
are subject to that restriction. These emergency loans
could be made by the Canada Deposit Insurance Corpora-
tion using funds borrowed from the Consolidated Reve-
nue Fund.
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The Chairman: That is a curious set-up, Mr. Hum-
phrys. This is to deal with the nationality of the share-
holders of the company and requires that the non-nation-
als cannot hold more than a certain percentage of shares
of the company. Is that right?

Mr. Humphrys: Yes, Mr. Chairman. Clauses 10 to 15
impose limitations on the transfer of shares of a sales
finance company to non-residents. A sales finance compa-
ny is defined on page 17 of the bill as:

—an investment company at least twenty-five per
cent of the assets of which, valued in accordance
with the regulations, consist of
(i) loans, whether secured or unsecured, made by
the company, or
(ii) purchases by the company of conditional sales
contracts, accounts receivable, bills of sale, chattel
mortgages, bills of exchange, promissory notes or
other obligations representing part or all of the
sale price of merchandise or services;

Such a company would be subject to these limitations
and the limitations are practically identical with similar
limitations applicable to life insurance companies, trust
companies, mortgage loan companies and banks. That is,
they impose a maximum of 25 per cent on the portion of
the shares that can be held by non-residents and a max-
imum of 10 per cent on the shares that can be held by
any one non-resident. In relation to those companies,
those limitations apply to each class of shares if there are
several classes.

Senator Lang: Assume that a company was exempted
under this act and it had outstanding options to non-resi-
dents involving more than 25 per cent of the stock, and
then the exemption was revoked and the option holders
exercised their option? What sort of position would the
directors find themselves in?

Mr. Humphrys: I would say first that the power of the
minister to exempt a company from the application of
the act does not extend to enable him to exempt a
company from the limitations of transfer of shares
between non-residents. That is the first answer to your
question.

The second point, which is a difficult one, is that a
company is subject to these limitations only if it is a
sales finance company that is, only if it remains an
investment company and remains as a sales finance com-
pany within these definitions. Should it fail to do so, it
would drop out of the act completely and would also be
freed from these exemptions.

It would be possible to imagine a case of a company
that was subject to these restrictions and its financial
Position changed in such a way that it was no longer an
investment company. Then it might be sold to non-resi-
dents and might subsequently come back in as an invest-
ment company.

Once a company is registered under this act, it remains
an investment company regardless of the change in its
assets until that registration is allowed to lapse or is
withdrawn. ?

. The Chairman: The company can bring the thing to
Issue, It would not renew its registration?

Mr. Humphrys: The renewal is at the discretion of the
minister and not the company.

The Chairman: How does the company let it lapse?

Mr. Humphrys: It could not let it lapse. The minister
might let the registration of the company lapse if it is no
longer acting as an investment intermediary; but it is
discretionary with him whether he allows it to lapse or
not.

Senator Beaubien: Mr. Humphrys, what about CIT
Finance and such people who are wholly owned in the
States?

Mr. Humphrys: Any company that is controlled by a
non-resident—that is, where more than 50 per cent of the
voting stock was held by a non-resident on October 17,
1969, which was the date that this measure was
announced—is exempt from this restriction.

Senator Aird: I should like to ask a question under
10(1)(a). Is it normal to say:

(i) an individual who is not ordinarily resident in
Canada,
I query the word ‘“ordinarily”.

Mr. Humphrys: This is the same wording as that used
in the Bank Act, the Insurance Companies Act, the Trust
Companies Act and the Loan Companies Act in connec-
tion with similar measures. We therefore considered it
wise to following that wording, which I have not had
questioned.

Senator Cook: Is it also used in the Income Tax Act?

Mr. Humphrys: As I say, it has been used in other
cases. Maybe Mr. McDonald, the Legal Adviser to the
Department of Insurance, would comment in this
connection.

Mr. H. B. McDonald, Legal Adviser, Deparimeni of
Insurance: I would only say that the expression has been
used in other statutes and there is a body law to assist in
the determination of the meaning of the expression.

Senator Aird: You are satisfied that there is sufficient
jurisprudence and a number of rulings on the point to
provide a sensible interpretation of the wording “or-
dinarily resident”.

Mr. McDonald: I would think so, senator.

The Chairman: I think that is correct, senator; there is
much jurisprudence on the question of establishing
whather a person is or is not to be regarded as a resi-
dent. He may think he has done all that is necessary to
cease being a resident, but the jurisprudence provides
that no matter where else he may have residence he still
retains residence in Canada.

Senator Aird: In any event I draw to the attention of
the Superintendent that from a common sense point of
view this seems to be wording that would give rise to a
number of questions and therefore should be
reconsidered.
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The Chairman: Yes, they could avoid it by prescribing
a time limit, such as is contained in the Income Tax Act.
A person spending so many days in Canada becomes a
resident for tax purposes.

Senator Aird: In my opinion a person is either a resi-
dent or a non-resident of Canada and the word “ordinari-
ly” has nothing to do with it. That would be a layman’s
approach.

The Chairman: That is open to various interpretations.
Senator Aird: Yes.

The Chairman: Would you consider a definition that
would not present such problems, for instance by time
limit?

Senator Beaubien: Or as defined by the Income Tax
Act.

Mr. Humphrys: I would suggest, Mr. Chairman and
senators, that the provision has been in the federal legis-
lation since 1965. We have had no difficulty with it.

In this connection we are creating a prohibition against
the directors’ transferring shares to persons of a certain
class. The decision rests with the directors and if they act
in good faith and on the basis of their knowledge and
understanding, this is all that is required of them. There-
fore, if they reach the conclusion that a person is not
ordinarily resident in Canada and refuse him a transfer
of shares, they are acting in accordance with the require-
ments resting on them.

However, the extent to which this provision might be
criticized is that in the context of this type of measure
does it leave the way open for a person who is really a
non-resident to achieve control of a company where Par-
liament does not wish him to do so? I doubt that there is
enough range of judgment within the measure to arrive
at that result. In the first place, it would deal only with
individuals, because the residence of a corporation will
be known precisely. If an individual is moving back and
forth, in and out of Canada and his connection with
Canada is such that the board of directors feel that in
their judgment he is ordinarily resident in Canada, is
close enough to the borderline that there would probably
be no objection from the point of view of public policy if
he does own more than 10 per cent or 25 per cent of the
stock of a company.

The Chairman: Except that you would agree with the
principle of drafting the provisions of a bill clearly
enough that litigation will not be provoked.

Mr. Humphyrs: I could not quarrel with that principle,
definitely not.

The Chairman: Do you not think that the word “or-
dinarily” in this clause might very well have that effect?

Mr. Humphyrs: It gives a broader range of judgment to
the directors, but I do not think it would provoke
litigation.

The Chairman: But penalties are imposed on the direc-
tors if they permit transfers by a non-resident.

Mr. Humphrys: They are protected from penalty if
they act in good faith on the basis of the best of their
knowledge and belief. Therefore, if they form a judgment
that a person is not ordinarily resident in Canada and
refuse transfer of shares, in my opinion he has no
recourse against them and no penalties are imposed for
improper action. The converse also follows.

The Chairman: That is too broad a statement. Certain-
ly the directors might have an exposure to litigation as
between themselves and the affected person. You are
speaking from the point of view of prosecution and
penalty under the statute; if they act in good faith they
would not be subject to it. However, we are considering
it from the point of view of the obligations imposed on
directors vis-a-vis the person who is refused a transfer
because they consider him to be a non-resident. He
makes an issue of it and the courts hold that on the basis
of the evidence he is ordinarily a resident.

Mr. Humphrys: In that case he could obtain the shares,
but I see no serious problem arising from that.

The Chairman: Except the cost; litigation is expensive.

Senator Aird: Perhaps a practical answer would be to
ascertain the interpretation as to whether a person is a
resident or a non-resident by consulting your
department.

Mr. Humphrys: Yes, and he might not attempt to buy
the shares, which is essentially the purpose of the
measure.

Senator Beaubien: What would be the effect of simply
deleting the word “ordinarily”? Ordinarily is a wonderful
word invented by the lawyers.

The Chairman: It would then read “a person who is
not resident in Canada”.

Mr. Humphrys: I cannot answer that without consult-
ing the Department of Justice. I would be very reluctant
to see a change in this measure as compared with similar
measures containing identical wording.

The Chairman: I do not think the fact that we have not
checked this in other legislation is any argument against
checking it in this bill.

Senator Hollett: Do you not consider there to be a
slight grammatical error in paragraph (¢): “ “resident”
means an individual ...that is not a non-resident;”.

Mr. Humphrys: “...an individual, corporation or trust
that is not a non-resident;” I do not think so senator.

Senator Holleti: “Resident means an individual that is
a non-resident”. Would it not be better to have “who” in
there somewhere? I am not worrying very much about 1%
but I would not like your department to come out with
grammatical errors. It means an individual who is not a
resident or a corporation or trust that. ..

Senator Aird: The word “ordinarily” also appears.

Senator Hollett: Well, no one knows what that means.
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Mr. Humphrys: I do not think that would be necessary.

The Chairman: It is a negative manner of defining;
however, its meaning is clear.

Mr. Humphrys: Your point is correct, senator, from the
point of view of the purity of English. The clauses
through to 14 are, as nearly as possible, identical with
similar measures in the other legislation.

The Chairman: When you say “other legislation” you
mean the amendments we made to the Trust Companies
Act?

Mr. Humphrys: The Trust Companies Act, the Loan
Companies Act, the Canadian British Insurance Compa-
nies Act and the Bank Act, with, of course, whatever
changes in wording are necessary to accommodate them
to the new type of company covered by this measure.
Sales finance companies that were foreign owned at the
effective date of this announcement, October 17, 1969, are
exempt from this restriction. The exemption holds as
long as one non-resident owns more than 50 per cent
of the stock. If the situation should change and that
condition no longer exists—that is, it is no longer a case
that one non-resident owns more than 50 per cent—then
they would be subject to this restriction and future
transfers of shares would be restricted.

The Chairman: Mr. Humphrys, would you rationalize
the policy that makes it necessary to have this kind of
restriction on non-resident holding apply to sales finance
companies?

Mr. Humphrys: I can only refer back to the announce-
ment of the Minister of Finance. The press release dated
October 17, 1969, issued by the Minister of Finance was
as follows, in the significant passage respecting your
question, Mr. Chairman:

These companies play an important role in financ-
ing retail trade and in financing business and indus-
try through loans for equipment and inventory. The
Government considered it important to preserve a
significant Canadian controlled element in this type
of financial enterprise.

This type of company, in the activity that it plays in
the financial fabric in the sale of goods and in retail
trade, was of a special defined type. I think sales finance
companies are generally known and recognised for their
particular type of business; it comes close to a kind of
banking activity. The fact is that in Canada a large
number of the sales finance companies that are foreign
controlled. There are some that are Canadian controlled.

The policy, as I interpret it, was that the Government
thought it desirable that a Canadian controlled element
be maintained in this financial activity, and consequently
they proposed this measure. I do not think it necessarily
implies any policy decision respecting other types of
companies, whether they should be subject to similar
restrictions or not. Steps have been taken ¢lass by class
from time to time as circumstances seemed to indicate.
You will recall that this type of restriction was imposed
respecting life insurance companies back in, I think, 1965,

and loan companies and trust companies at the same
time. Following that, similar restrictions were adopted
for banks. Then there were provisions relating to broad-
casting companies and other types that are defined as
constrained share companies under the Corporations Act.

The Chairman: You would not regard, would you, the
modus that might impel you in connection with a broad-
casting company to require Canadian ownership to be the
same as that requiring Canadian ownership in sales
financing companies? Is there a principle that is common
to the two?

Mr. Humphrys: I would not think so, Mr. Chairman,
but I really think that any proposal in this regard is a
matter of government policy and it is hard for me to say
more than I have.

The Chairman: I am not going to ask you to.

Mr. Humphrys: The policy decision was evidently that
so far as sales finance companies are concerned, the
Government thought there should continue to be a
Canadian controlled element, although not obviously an
exclusive area for Canadian control. As I see it, the
significance of these companies is the part they play in
the financing of retail trade and business and industry
generally through corporate loans and other financing
activity. They do play an important part in the financial
fabric of the country, and, just as in the case of banks
and other major financial institutions, there is a case for
seeing to it that there is some Canadian control voice in
this activity.

The Chairman: Mr. Humphrys, I was wondering if you
have a statement, or if you could prepare one, that would
show the number, size and scope of the business opera-
tion of non-resident companies operating in Canada in
this sales finance field; then sales finance companies
operating in Canada that are majority controlled as
against, say, 100 per cent; and then the Canadian owned.

Senator Beaubien: Are those figures available, Mr.
Humphrys?

Mr. Humphrys: We would not have that type of infor-
mation yet. We think that if this measure is adopted and
the reporting procedure begins, we would then be able to
produce that kind of information, at least as respects
federally incorporated companies. We could not neces-
sarily get it with respect to provincially incorporated
companies.

The Chairman: You mean that if we ask the Bureau of
Statistics to tell us the percentage operation of the field
we could not get it?

Senator Beaubien: Would General Motors Acceptance
and C.I.T. Finance report on the size of their Canadian
operation?

Mr. Humphrys: General Motors Acceptance would.
C.LT. is a United States company but they have a
Canadian subsidiary.

Senator Beaubien: Which would report.
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Mr. Humphrys: It would report to us. We would be
able to produce figures for federally incorporated compa-
nies. We would be able to produce figures in relation to
federally incorporated companies. The difficulty of get-
ting accurate figures is that we would have first to see
whether the company falls within the definition of a sales
finance company in this measure, which may not be
exactly the same as the definition being used for the DBS
figures, but I imagine that the DBS could produce a
breakdown of the companies that they include in their
definition of sales finance companies.

Senator Beaubien: If you got the figures of General
Motors Acceptance and C.IT. Finance I think you would
have 99 per cent of what the foreign-owned people are
doing.

Mr. Humphrys: I can say that, of the ten largest sales
finance companies in Canada, as put forward by the
briefs of the Federated Council of Sales Finance Compa-
nies, seven of them are federally incorporated. Their
total assets were reported by the Federated Council at
the end of 1968 as being $3.1 hillion. I think that 75 per
cent of that would be represented by federally incor-
porated companies and two of the major companies that
are Canadian controlled, the I.A.C. and the Traders
Group would account for close to two billion of the $3.1
billion.

The Chairman: So there is a significant Canadian
‘market in this kind of operation?

Mr. Humphrys: At this point of time, there is a signifi-
cant Canadian controlled element in this particular
industry, yes. -

The Chairman: And this would check inroads.

Mr. Humphrys: It would prevent the sale of any such
company that is now Canadian controlled, it would pre-
vent the sale of control to non-residents. It does not by
itself prevent the formation of a new company, owned by
non-residents from the outset. So it does not protect the
Canadian controlled company from competition from
other existing foreign controlled companies or new com-
panies. But it does prevent the sale of existing Canadian
controlled companies in this field.

The fact that the Canadian controlled companies have
to compete to such a significant extent with foreign con-
trolled companies leads to comments in relation to this
lender-of-last-resort provision. It was noted that the
number of foreign controlled companies in this field in
Canada are subsidiaries of very large foreign companies.
They may have access to funds from their parent, or they
may be aple to put the guarantee of their parent on their
paper WthI} they market in the Canadian market. In
_such cases it gives them a significant advantage in the
mvestmgnt market as compared with Canadian controlled
companies that cannot add the extra name to their paper.

B It-was fel’g th?.t if a Canadian controlled element of any
significant size is to be retained in this industry, not only
must one prevent the sale of the company to non-resi-
dents but one must try to put the companies in a position
where they can compete for the business without signifi-

cant disadvantage. Part of the competition in this field is
the ability to raise money in the market in order to
finance the purchase of the sales finance paper and carry
on the other activities. Consequently, to attempt to equal-
ize the competition position this facility is proposed to
add an extra degree of confidence to the paper of the
Canadian conrolled companies.

This measure proposes that a lender-of-last-resort
facility be created, whereby loans could be made to
Canadian controlled sales finance companies if needed to
meet an emergency liquidity problem. Such loans, under
this proposal, could be made only for emergency liquidi-
ty. They would be limited to six month periods and
would be made only if the company concerned had sub-
stantially exhausted sources of liquid funds otherwise
available to it.

The Chairman: Are you referring to clause 16?
Mr. Humphrys: Yes.

The Chairman: Or the Canada Deposit Insurance Cor-
poration may make loans?

Mr. Humphrys: Yes.

The Chairman: I think that was in connection with
sales finance companies that are subject to clauses 11 to
13?

Mr. Humphrys: That is correct, sir. Clauses 11 to 13
deal with companies that have a non-resident share limi-
tation. They are companies with respect to which there is
a restriction on the transfer of shares to non-residents. So
any such company is in a position where it cannot
become controlled by non-residents. This lender-of-last-
resort facilities through the CDIC is available only to
such companies, so it can be said that it is available only
to Canadian controlled sales finance companies.

The Chairman: Do you think that is clear from clause
16?

Mr. Humphrys: Yes, senator, because clause 16 permits
these loans to be made only to companies that are subject
to clauses 11 to 13, and those are companies for which the
transfer of shares is limited, and such companies do not
include foreign controlled companies.

The Chairman: What is the source of the money that
the Canada Deposit Insurance Corporation may use for
liquid purposes?

Mr. Humphrys: The Canada Deposit Insurance Corpo-
ration is really used as an agency vehicle for these loans.
It will not use the funds that it has accumulated from its
deposit insurance activities. Its activity in this regard
would be completely separate from its deposit insurance
activities. This bill would empower the advance of
moneys from the Consolidated Revenue Fund to the
CDIC for the purposes of such loans and would require
the CDIC to account for such activities, quite separately
from these deposit insurance activities.

Senator Aird: Do you have a figure, Mr. Humphrys, as
to the assets of the CDIC at the end of 1970 ?
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Mr. Humphyrs: I have not it with me, senator. I can
easily get it.

Senator Aird: Do you have an approximate idea—or
your colleagues?

Mr. Humphrys: I would rather get the figures.
Senator Cook: Were there any claims on it last year?
Senator Beaubien: It is a one-way street only?

Mr. Humphrys: There will be claims on it. In effect,
there have been claims, yes. The Commonwealth Trust
Company in British Columbia is now under liquidation,
which will give rise to a claim against the Deposit Insur-
ance Corporation. Mr. McDonald will get the figure for
the assets of the CDIC by telephone.

Senator Cook: Would it be of any great magnitude?

Mr. Humphrys: It is hard to estimate at this stage, but
I think the claim will be substantial, yes. I would expect
so.

The Chairman: The contributors are financing the
failures.

Senator Beaubien: Of competitors, yes.

Mr. Humphrys: The funds from the contributors are
paying the depositor’s losses. That is the intention of the
plan.

Senator Beaubien: The force that is strong has to look
after the weak.

The Chairman: That is a good principle.

Senator Aird: The point is that it is an increasing sum
of money, and is it being put to use?

The Chairman: This money for this purpose will come
from the Consolidated Revenue Fund.

Mr. Humphrys: It is quite separate from any other
activity of the corporation and will not be advanced
unless there is an application for a loan from the compa-
ny, in which case the Deposit Insurance Corporation
would then seek an advance from the Consolidated Reve-
nue Fund for the purpose.

Senator Lang: Does it say that anywhere in the bill?

Mr. Humphrys: Yes, senator, in clause 29, page 40, it
says that out of the Consolidated Revenue Fund the
minister may advance funds to the CDIC for the purpose
of making loans under section 16.

The Chairman: I was just wondering whether there
should be some tie-up between section 16 and section 29.
What do you think Mr. Hopkins?

Mr. E. Russell Hopkins, Law Clerk and Parliamentary
Counsel: There is in section 29 (D). \

The Chairman: Well, the significance of that does not
fall exactly...

Mr. Humphrys: I think, sir, it should be line 14 of
paragraph (a):
...the Minister

(a) may, on terms and conditions approved by the
Governor in Council, authorize advances to the
Canada Deposit Insurance Corporation (in this sec-
tion and sections 30 and 31 referred to as the
“Corporation”) of amounts required for the pur-
pose of making loans under section 16;...

The Chairman: But that is not an exclusive thing. Is it
not still within the scope of section 16(1) for the Deposit
Insurance Corporation to make the loan?

Senator Cook: Or to use its own funds.

The Chairman: It may be that I have missed it, but
there is nothing I have seen in the bill that requires the
Deposit Insurance Company to maintain this as a sepa-
rate operation and to use only those funds.

Senator Lang: But section 29 (b) is mandatory, how-
ever. It says that the minister “shall”.

The Chairman: It is a question of intention.

Mr. Humphrys: The intention is that the corporation
shall not use its own funds but shall use only the funds
advanced to it under section 29, but subject to reimburse-
ment. The Deposit Insurance Company should not be put
in the position where it can incur losses for the funds
that it has for the particular purpose.

Mr. Humphrys: It is not intended that the CDIC be
empowered to use any of its deposit insurance funds.

The Chairman: Where is the limitation?

Senator Cook: Section 31 says that it has to be kept
separate.

The Chairman: Section 30 says that the corporation
shall establish in the Bank of Canada a separate account.
Under section 31 on page 41 there is a provision that the
record shall be kept separate and distinet. But that still
could govern within the limits that the Deposit Insurance
Company was putting up its own money.

Mr. Humphrys: But section 31 says:

31. The assets and liabilities and the receipts and
disbursements of the Corporation arising from its
operations under this Act, and the records of the
Corporation relating thereto, shall be kept separate
and distinct from those ar