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ORDER OF REFERENCE

Extracts from the Minutes of the Proceedings of the Senate, Tuesday, June 
6th, 1967

“Pursuant to the Order of the Day, the Honourable Senator Leonard 
moved, seconded by the Honourable Senator MacKenzie, that the Bill S-8, 
intituled: “An Act respecting The Excelsior Life Insurance Company”, be 
read the second time.

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

The Bill was then read the second time.

The Honourable Senator Leonard moved, seconded by the Honour
able Senator MacKenzie, that the Bill be referred to the Standing 
Committee on Banking and Commerce.

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

“With leave of the Senate,
The Honourable Senator Leonard moved, seconded by the Honourable 

Senator MacKenzie:
That Rule 119 be suspended with respect to the Bill S-8, intituled: “An Act 

respecting The Excelsior Life Insurance Company”.

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

J. F. MacNEILL,
Clerk of the Senate.

1-rZ



REPORT OF THE COMMITTEE

Wednesday, June 7th, 1967.

The Standing Committee on Banking and Commerce to which was referred 
the Bill S-8, intituled: “An Act respecting The Excelsior Life Insurance Com
pany”, has in obedience to the order of reference of June 6th, 1967, examined the 
said Bill and now reports the same without amendment.

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

All which is respectfully submitted.

SALTER A. HAYDEN, 
Chairman.



MINUTES OF PROCEEDINGS

Wednesday, June 7th, 1967.
(1)

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

Present: The Honourable Senators Hayden (Chairman), Beaubien (Bed
ford ), Blois, Cook, Croll, Gouin, Irvine, Leonard and Macnaughton. (9)

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

On Motion of the Honourable Senator Croll it was Resolved to report, 
recommending that authority be granted for the printing of 800 copies in English 
and 300 copies in French of the proceedings of the Committee on Bill S-8.

Bill S-8, “An Act respecting The Excelsior Life Insurance Company”, was 
read and considered.

The following witnesses were heard:
Department of Insurance:

R. R. Humphrys, Superintendent.

Excelsior Life Insurance Company:
M. K. Kenny, President.
J. Fraser Fell, Q.C., Counsel.

On Motion of the Honourable Senator Croll it was Resolved to report the 
:said Bill without amendment.

At 9.45 a.m. the Committee proceeded to the next order of business.

Attest.
Frank A. Jackson, 

Clerk of the Committee.

1—5



' 0 :

qn ' i

•-V....." ■ :.'r Y.v; . V ' '
.1/::...

■: ■ CD , rJ .V ,'i Î . : .i

•U .i'ioq:,i c ' ■ . ■ ~ '■ : :.'or.oi n :
Jilt. : . : f L;à 3,

• : ,111.5 :: >.-2 .’•A

.todtlA
«no^IosL .A

.saWifRJtvoC; sr’î \o slr>JO



THE SENATE
THE STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, June 7, 1967.

The Standing Committee on Banking and 
Commerce, to which was referred Bill S-8, 
respecting The Excelsior Life Insurance 
Company, met this day at 9.30 a.m. to give 
consideration to the bill.

Senator Sailer A. Hayden in the Chair.

The Chairman: Honourable senators, we 
have before us for consideration this morning 
two bills. We will proceed first with Bill S-8, 
respecting The Excelsior Life Insurance 
Company. As this bill is originating in the 
Senate, I think the proceedings on it should be 
reported. May I have the usual motion for the 
reporting and printing of the proceedings?

The Committee agreed that a verbatim 
report be made of the committee’s pro
ceedings on the bill.

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

The Chairman: Honourable senators, we 
have as witnesses Mr. M. K. Kenny, President 
of The Excelsior Life Insurance Company, 
and Mr. Fraser M. Fell, Q.C., Counsel. We 
also have Mr. R. R. Humphrys, Superin
tendent of Insurance. Our usual practice is to 
hear Mr. Humphrys first. Unless there are any 
objections to that, I shall call him.

Hon. Senators: Agreed.

Mr. R. R. Humphrys, Superintendent of 
Insurance: Mr. Chairman and honourable 
senators, this bill is identical with the bill 
which was before this committee in the last 
session.

The purpose is to convert The Excelsior 
Life Insurance Company from the status of a 
company with provincial incorporation to the 
status of a company with federal incorpora
tion. As such, the purpose of the bill is exactly

the same as that of many bills which have 
been before this committee in recent years to 
change provincial companies to federal com
panies.

The main difference here is that the bill 
proposes a somewhat different procedure from 
that which has been traditional. Honourable 
senators will recall that the usual practice in 
cases such as this is to incorporate a new 
company by special act and empower that 
company to take over the assets and the 
liabilities of the provincial company by agree
ment. That system works very well in small 
companies and we have used it very often. 
This case, however, is somewhat different, 
since Excelsior is a well-established company 
with a large volume of business in force and a 
large volume of assets. The traditional method 
that we have used, involving a transfer from 
one corporate entity to another, would require 
a transfer of assets with the expense and 
difficulty of re-registering mortgages and 
securities and also involving the problem of 
transferring the contractual liabilities of the 
many thousands of policies outstanding, from 
one corporate entity to another.

Therefore, this bill proposes a different 
procedure, one whereby Parliament would de
clare that the company is continued as a cor
poration in the same sense as if it had been a 
corporation incorporated by special Act of 
Parliament; it would be clothed with all the 
powers of a federal company and subject to 
all the restrictions and obligations.

This proposal, as we explained last year, is 
accompanied by a special act in the Legisla
ture of Ontario, authorizing the company to 
petition Parliament for the enactment of this 
legislation. The Ontario act states that if 
Parliament passes this bill, the company will 
cease to be subject to the Ontario Corpora
tions Act and will in all respects be in the 
same position, having the same powers, and 
so on, and the same liabilities, as a federally 
incorporated company.
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2 BANKING AND COMMERCE

The Excelsior Life itself is a very old com
pany. It was incorporated in 1889. Although it 
is a provincial company, it has been registered 
under the Canadian and British Insurance 
Companies Act and predecessor acts since 
1897; so we are thoroughly familiar with it. 
Our department has supervised it since before 
the turn of the century. The company is in a 
sound and strong financial position and we 
have no worries about its state of affairs.

The major share interest in the company is 
owned by a United States life insurance com
pany, the Aetna Life Insurance Company. The 
major interest of about 70 per cent was ac
quired in 1960. However, the management of 
the company remains Canadian. The majority 
of the directors are required to be Canadian 
and, in fact, nine of the 12 directors are 
Canadian citizens resident in Canada.

The bill was considered by the committee 
last year and was passed; it was passed by the 
Senate and received second reading in the 
House of Commons and was passed by the 
Committee on Finance Trade and Economic 
Affairs in the House of Commons. However, 
third reading was not accomplished at the 
time the last session closed. That explains the 
réintroduction of the bill.

Mr. Chairman, that is all I have to say.

The Chairman: Are there any questions? 
Mr. Kenny, is there anything you would like 
to add?

Mr. M. K. Kenny, President, Excelsior Life 
Insurance Company: I do not think I have 
anything to add, sir, unless honourable mem
bers of the Senate would care to ask any 
questions.

The Chairman: Well, this is our second run 
at it, so we have pretty well exhausted the 
questions.

Mr. Kenny: Yes, I do think the subject has 
been exhausted.

The Chairman: Mr. Fell, do you have any
thing to add?

Mr. Fraser M. Fell, Q.C., Counsel, the Ex
celsior Life Insurance Company: No, sir.

The Chairman: Fine. There being no ques
tions, are you ready for the question? Shall I 
report the bill without amendment?

Hon. Senators: Agreed.

The Committee proceeded to the next order 
of business.
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ORDER OF REFERENCE

Extracts from the Minutes of the Proceedings of the Senate, Tuesday, June 
6th, 1967:

“Pursuant to the Order of the Day, the Honourable Senator Leonard 
moved, seconded by the Honourable Senator MacKenzie, that the Bill S-9, 
intituled: “An Act respecting the Empire Life Insurance Company”, be 
read the second time.

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

The Bill wak theh read the second time.
The Honourable Senator Leonard moved, seconded by the Honour

able Senator MacKenzie, that the Bill be referred to the Standing 
Committee on Banking and Commerce.

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

“With leave of the Senate,
The Honourable Senator Leonard moved, seconded by the Honourable 

Senator MacKenzie:
That Rule 119 be suspended with respect to the Bill S-9, intituled: “An Act 

respecting the Empire Life Insurance Company”.
The question being put on the motion, it was—
Resolved in the affirmative.

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

Wednesday, June 7th, 1967.

The Standing Committee on Banking and Commerce to which was referred 
the Bill S-9, intituled: “An Act respecting The Empire Life Insurance Company” 
has in obedience to the order of reference of June 6th, 1967, examined the said 
Bill and now reports the same without amendment.

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

All which is respectfully submitted.

SALTER A. HAYDEN, 
Chairman.
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MINUTES OF PROCEEDINGS
Wednesday, June 7th, 1967.

(2)

Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 9.45 a.m.

Present: The Honourable Senators Hayden (Chairman), Beaubien (Bed
ford), Blois, Cook, Croll, Gouin, Irvine, Leonard and Macnaughton. (9)

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

On Motion of the Honourable Senator Croll it was Resolved to report, 
recommending that authority be granted for the printing of 800 copies in English 
and 300 copies in French of the proceedings of the Committee on Bill S-9.

Bill S-9, “An Act respecting The Empire Life Insurance Company”, Was 
read and considered.

The following witnesses were heard:
Department of Insurance:

R. R. Humphrys, Superintendent.
Empire Life Insurance Company:

Herbert Blakeman, President.
Hal Jackman, Vice-President.

On Motion of the Honourable Senator Leonard 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.
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THE SENATE

THE STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, June 7, 1967.

The Standing Committee on Banking and 
Commerce, to which was referred Bill S-9, 
respecting The Empire Life Insurance Com
pany, met this day at 9.45 a.m. to give consid
eration to the bill.

Senator Salter A. Hayden in the Chair.

The Chairman: We have before us now, Bill 
S-9, which is an act respecting The Empire 
Life Insurance Company.

The committee agreed that a verbatim 
report be made of the committee’s pro
ceedings on the bill.

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

The Chairman: In connection with this bill, 
we have before us Mr. Herbert Blakeman, the 
President, Mr. Hal Jackman, Vice-President, 
and Mr. J. Ross Tolmie, Parliamentary Agent. 
I think we will follow our usual practice and 
call first upon the Superintendent of Insur
ance, Mr. Humphrys.

Mr. R. R. Humphrys, Superintendent of 
Insurance: Mr. Chairman, the purpose and 
structure are the same for this bill as for the 
one we have just considered respecting the 
Excelsior Life Insurance Company. The 
Empire Life Insurance Company is a life in
surance company incorporated under the laws 
of Ontario. It was incorporated in 1923 and 
has grown and developed since into a well- 
established, financially strong life insurance 
company that is doing business in most prov
inces of Canada.

Its purpose, as I say, is the same as that of 
the Excelsior bill: to change the company 
from a provincial corporation into a federal 
corporation. The procedure proposed is the 
same as that for the Excelsior. Again, the 
Ontario Legislature has passed a special act

authorizing the company to take this course 
and stating that, if Parliament approves this 
bill, the Corporations Act of Ontario would 
no longer apply and the company would 
therefore be a federal company.

The main difference is that The Empire 
Life Insurance Company is not registered un
der the acts that our department administers. 
It has operated through the years under the 
supervision of the Department of Insurance 
in Ontario.

We have, however, over the years had some 
contact with the company. We have known 
some of the officers and, more recently, when 
this proposal was coming forth we made care
ful studies of the financial statements of the 
company, and examiners on our staff have 
called at the company’s head office and made 
some preliminary examinations of the compa
ny’s records and affairs.

As a consequence, we are satisfied that the 
financial position of the company is sound 
and that it is well and efficiently managed. 
We have no concern about the safety of the 
policyholders and the general financial 
strength of the company. Although the com
pany is young as life insurance companies go, 
it has developed well. It has over $600 million 
of life insurance in force; its assets are about 
$70 million and are generally of good quality. 
About 50 per cent of the assets are in mort
gages, all of which seem to be sound.

We have no criticism of the company’s 
financial affairs or its financial position. The 
company is Canadian-owned. According to 
my information, there is no single shareholder 
having a controlling interest. The principal 
shareholders are the Dominion and Anglo 
Investment Corporation Ltd., the Debentures 
and Investment Corporation of Canada Ltd., 
and the Canadian and Foreign Securities 
Company Ltd. These are investment compa
nies. For further detail as to the ownershhip 
of those companies, I would refer the commit
tee to the representatives of The Empire 
Insurance Company who are here, if the com-
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4 BANKING AND COMMERCE

mittee wishes any further information on 
that.

The rest of the shares, as I understand it, 
are very widely held, but with only about 3 
per cent held outside Canada.

Mr. Chairman, I have no other comments.

The Chairman: Mr. Humphrys, I notice 
that there is no minimum paid-up capital 
required. Are you assuming that by virtue of 
this bill the old company continues and that 
whatever was there remains there?

Mr. Humphrys: Yes. The company contin
ues without change and the authorized capital 
is specified in this act. The company, the 
minute it is continued as a federal corpora
tion, will continue in exactly the same state 
as it is in now. Its paid capital is $704,000. Its 
surplus funds are $4,400,000, and in addition 
it has a reserve of $1 million for investments 
and contingencies.

The Chairman: Are there any questions?

Senator Croll: I have one question aside 
from the bill. Mr. Humphrys, as we give you 
these further matters to come under your 
department, are you sufficiently staffed to 
handle them?

Mr. Humphrys: The Chief Examiner of the 
department is in the room today, so perhaps I 
had better be careful in what I say. He may 
have a different view than I of the adequacy 
of our staff. But I must say that in the last 
year or two the pace of events in the financial 
world has put a good deal more pressure on 
the department and the staff of the depart
ment than had been the case in years gone 
by. So we have had to increase our staff. We 
have been able to put more staff on, and I

believe that while we have to do still more in 
that direction, we are making adequate steps 
to develop a staff which will enable us to 
meet our responsibilities. I cannot say that we 
have had any difficulties in that regard, sena
tor.

The Chairman: Are there any other ques
tions you want to ask Mr. Humphrys? Now, 
we have Mr. Blakeman, who is the President 
and Mr. Jackman, the Vice-President; do ei
ther of these gentlemen wish to add anything 
to the excellent presentation we have had?

Mr. Herbert Blakeman, President, The 
Empire Life Insurance Company: Mr. Chair
man, honourable senators, I believe the Su
perintendent has given you the pertinent in
formation, the essential information concern
ing the company. There is nothing that I 
think should be added; however, we would 
gladly answer any questions which may come 
from honourable senators.

Senator Croll: A question arises in my 
mind. I think I know the answer, but I am 
asking it because I know Mr. Jackman pretty 
well. Are the large companies to which Mr. 
Humphrys referred Canadian-owned compa
nies?

Mr. Hal Jackman, Vice-President, The 
Empire Life Insurance Company: Yes, they 
are, senator. They are Canadian-owned.

The Chairman: Mr. Tolmie, the Parlia
mentary Agent, indicates that he has nothing 
to add. Are you ready for the question? Shall 
I report the bill without amendment?

Hon. Senators: Agreed.

The committee adjourned.
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ORDER OF REFERENCE

Extracts from the Minutes of the Proceedings of the Senate, Thursday, June 
8th, 1967

“Pursuant to the Order of the Day, the Honourable Senator Walker, P.C., 
moved, seconded by the Honourable Senator Pearson, that the Bill S-13, 
Intituled: “An Act to incorporate Farmers Central Mutual Insurance 
Company”, be read the second time.

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

The Bill was then read the second time.

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

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

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Wednesday, June 14th, 1967.

(3)
Pursuant to adjournment and notice the Standing Committee on Banking 

and Commerce met this day at 9.30 a.m.
In the absence of the Chairman, and on Motion of the Honourable Senator 

Haig, the Honourable Senator Leonard was elected Acting Chairman.

Present: The Honourable Senators Leonard (Acting Chairman), Cook, Croll, 
Fergusson, Gouin, Haig, Irvine, Isnor, Kinley, Molson, Pearson, Rattenbury and 
Walker. (13)

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

On Motion of the Honourable Senator Croll it was Resolved to report 
recommending that authority be granted for the printing of 800 copies in English 
and 300 copies in French of the proceedings of the Committee on Bill S-13.

Bill S-13, “An Act to incorporate Farmers Central Mutual Insurance 
Company”, was read and considered.

The following witnesses were heard :
Department of Insurance:

R. R. Humphrys, Superintendent.
Farmers Central Mutual Insurance Company:

W. F. Shoemaker, Manager.
W. J. McGibbon, Q.C., Counsel.

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

At 10.05 a.m. the Committee proceeded to the next order of business.

Attest.
Frank A. Jackson, 

Clerk of the Committee.
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REPORT OF THE COMMITTEE

Wednesday, June 14th, 1967.
The Standing Committee on Banking and Commerce to which was referred 

the Bill S-13, intituled: “An Act to incorporate Farmers Central Mutual Insur
ance Company”, has in obedience to the order of reference of June 8th, 1967, 
examined the said Bill and now reports the same without amendment.

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

All which is respectfully submitted.
T. D’ARCY LEONARD, 

Acting Chairman.
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THE SENATE

THE STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, June 14, 1967
The Standing Committee on Banking and 

Commerce, to which was referred Bill S-13, to 
incorporate Farmers Central Mutual Insur
ance Company, met this day at 9.30 a.m. to 
give consideration to the bill.

Senator T. D'Arcy Leonard, Acting Chair
man, in the Chair.

The Acting Chairman: We have two items 
of business before us today, Bill S-12 an act 
to incorporate Western Farmers Mutual In
surance Company, and Bill S-13 an act to 
incorporate Farmers Central Mutual Insur
ance Company. Both these bills were ex
plained by Senator Walker on second reading 
last week.

The committee agreed that a verbatim 
report be made of the committee’s pro
ceedings on the said bill S-13.

The committee agreed to report recom
mending authority be granted for the 
printing of 800 copies in English and 300 
copies in French of the committee’s pro
ceedings on the said bill S-13.

I understand it is the wish of counsel for 
these applicants that Bill S-13 be proceeded 
with first. Mr. McGibbon is here as counsel on 
both bills.

We have before us as witnesses Mr. W. J. 
McGibbon, Mr. W. F. Shoemaker, Manager, 
Farmers Central Mutual Insurance Co. and 
Mr. R. R. Humphys, Superintendent, De
partment of Insurance. Shall we follow the 
usual practice of having Mr. Humphrys ad
dress us first?

Hon. Senators: Agreed.
The Acting Chairman: Mr. Hopkins, our 

counsel, has certified both these bills as being 
in proper legal form. I would add that Mr. 
Humphrys has with him Mr. D. E. Patterson, 
Chief, Registration and Deposit Branch.

Mr. R. R. Humphrys, Superintendent, De
partment of Insurance: Honourable senators, 
the purpose of this bill is to incorporate as a 
federal company a company that will be em
powered to do all classes of insurance other 
than life. The company will be a mutual com
pany, that is one that is owned by its policy
holders rather than being a company that has 
capital stockholders and shareholders. The 
purpose for incorporating the company is to 
transfer an existing provincially incorporated 
company from provincial status to federal 
status. The provincial company now existing 
is Farmers Central Mutual Insurance Co., a 
very old company, incorporated in 1894 under 
the laws of Ontario, and one which has been 
doing a fire insurance business amongst farm
ers in Ontario. The company at present is 
under provisions of Ontario legislation which 
covers the activities of farm mutuals. These 
provisions are restrictive and enable the com
pany to transact fire insurance, and that is 
the only class, except windstorm in a very 
limited fashion.

The company now has reached the stage of 
its development where it would like to branch 
out and do insurance in a number of other 
classes. It feels it is necessary to offer this 
service to its policyholders to compete with 
other companies that are in the general insur
ance business; and, as a consequence, it would 
like to be in a position to offer a broader 
range of insurance to its customers, including 
liability insurance and a number of mis
cellaneous classes that customarily go with 
fire business.

We feel that the existing company, while 
not a large company as insurance companies 
go, is in a strong financial position. It has 
assets of about $14 million and a surplus 
of nearly $1 million. The premium income 
last year was about $1 million.

This bill follows the same pattern that has 
been before Parliament in a number of other 
cases in past years for the same purpose, 
which is effect to reincorporate a provincial

5
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farm mutual company as a federal mutual 
fire and casualty insurance company.

The incorporators, the provisional directors, 
are all directors of the existing Ontario 
company. The company is empowered to do 
all classes of insurance, other than life insur
ance. The bill provides that the company is 
not to get into business until applications 
have been received for at least $2 million of 
insurance or, in lieu thereof, that an agree
ment has been signed between the federal 
company and the provincial company. It is 
expected this latter course will be followed. If 
incorporation is enacted by Parliament, this 
company will enter into an agreement with 
the existing provincial company whereby all 
the assets and liabilities of members of the 
provincial company are transferred to the 
federal company, and the provincial company 
will disappear. That is a pattern I am sure 
will be familiar to honourable senators, since 
we have had many similar cases before 
Parliament.

There are a number of provisions in here 
that are not found in the model bill attached 
to the general insurance act. The reason for 
this is that this company, being a mutual 
company, is owned by its mutual policy hold
ers. They are policyholders who enter into 
insurance contracts and, instead of paying the 
whole premium in cash, they sign a premium 
note under which they oblige themselves to 
pay a certain amount on call from the compa
ny. The usual practice is to sign a note for 2 
per cent—I think that is correct—of the face 
amount of the insurance. The company makes 
a call and the policyholder pays a certain 
proportion of that, but remains liable for the 
balance of the note, should the company need 
the extra funds in the case of an emergency. I 
believe I am correct in saying that in the 
history of the company it has not been neces
sary to make an assessment against that un
called portion.

This is the essence of the mutual system as 
referred to in this bill. It is the policyholders 
who sign premium notes and are liable to 
assessment up to the amount of the notes 
should the funds be needed.

There are some further provisions dealing 
with voting powers of the mutual policyhold
ers, the rights of the directors to vary the 
number of directors to be elected for one 
meeting to another. These provisions, again, 
follow the pattern that was used in bills to 
incorporate other farm mutuals a number of 
years ago, of which I think we have four now.

Mr. Chairman, those are the only comments 
I have to make.

Senator Croll: Mr. Humphrys, there is one 
thing I did not quite follow. How do they pay 
their premium? Do they pay their premium 
in the ordinary way, or just pay 2 per cent of 
the premium and are liable for the balance?

Mr. Humphrys: They would sign a premi
um note.

Senator Croll: For the total amount of the 
premium?

Mr. Humphrys: Yes, for the total amount of 
the premium, but they would only pay part of 
it. That part would be determined by the 
company. The company would say, “You have 
signed a premium note for so much. We ex
pect you to pay 25 or 30 per cent of that in 
cash,” so the policyholder would pay that in 
cash, and if nothing more were needed by the 
company he would not pay any more. But if 
the company experienced heavy claims and 
its other funds were not sufficient to meet its 
obligations, it would come back to that 
policyholder and say, “We want you to pay 
the balance on the note.”

This is the system that has been used 
through the years in the mutual fire and 
casualty business, particularly farm mutuals, 
and signing this note gives a contingent asset 
that the company can fall back on if it needs 
it. In the case of this company its financial 
position is strong, and they have set their 
premiums at a level and have governed their 
underwriting in such a way that they have 
not found it necessary to go back and assess 
the policyholders beyond the initial amount 
paid when the policy note was signed.

Senator Haig: Who determines the amount 
to be paid in cash?

Mr. Humphrys: The directors of the compa
ny would determine the amount to be paid in 
cash.

Senator Molson: Will those premiums be 
separated as to class or type of risk, such as 
fire, casualty, and so on?

Mr. Humphrys: This company, in its pre
sent form, is limited to fire insurance and a 
very small amount of windstorm. Under the 
new powers, where it would be able to enter 
into a number of different classes of insur
ance, they would have to set up premiums 
structures that take into account the class of 
insurance involved and the type of risk.
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Senator Molson: I am wondering, on the 
call made on the premium note, would this be 
confined to the class of insurance generally?

Mr. Humphrys: I would ask Mr. Shoemaker 
to comment on that, but as matters stand 
there is only one class they have had to deal 
with. When they get into the broader range of 
insurance, if they are doing these other 
classes on the premium note basis they will 
have to make a judgment whether they can 
meet their needs from the particular class 
which has given rise to that experience, or 
whether they must fall back on all their 
policyholders; and I think they would have 
the right to fall back on all their policyhold
ers because it is a mutual company and not a 
mutual class. I think that the policyholder, in 
signing the note, stands behind the company 
as a whole, if the emergency should go that 
far.

Other farm mutuals that have been reincor
porated in this way and are under federal 
legislation have done a considerable volume 
of business. In some cases, most of their bu
siness has been on the cash premium system 
rather than the premium note system, where 
they are really operating in just the same 
way as any other fire and casualty company. 
So, its policyholders would take out a con
tract on the basis of a cash premium and pay 
the full premium, and they would not be 
obliged to pay anything more. So, the compa
ny might have two classes of policyholder as 
it grows: one being the mutual policyholders 
who control the company and have the votes 
and are obliged to come through if the com
pany needs more money; and the other class, 
where it is purely a contractual insurance 
policy with a definite premium, and that is 
all.

Senator Ratlenbury: The call on these notes 
is for the term of the policy?

Mr. Humphrys: Yes.

Senator Kinley: Will this company be sub
ject to corporation taxes?

Mr. Humphrys: Yes.

Senator Kinley: I remember a statute was 
passed when I was in the House of Commons, 
and I think Mr. Dunning was the Minister of 
Finance, that especially directed that these 
insurance companies should not pay taxes, 
and went further to say that the directors 
were appointed by the farmers’ organizations. 
Do you remember that statute?

Mr. Humphrys: I do not remember that, 
senator.

Senator Kinley: I was in the house and I 
opposed it because we thought it was taking 
away the virtue of directors in that they were 
not independent.

Mr. Humphrys: In this company the direc
tors are elected by the mutual policyholders.

Senator Kinley: They have got to get the 
policyholders before they get directors.

Mr. Humphrys: That is correct.

Senator Kinley: And in that case the incor
porators have the company until they get the 
policyholders?

Mr. Humphrys: That is right.

Senator Kinley: They are going to get a 
note for the premium, and they will not col
lect on the note?

Mr. Humphrys: They will collect part of 
the note.

Senator Kinley: What is the effect of that?

Mr. Humphrys: It gives them additional 
financial strength because the mutual policy
holders have obliged themselves to pay more 
if it should be needed.

Senator Isnor: Not more, but just the bal
ance.

Senator Kinley: But a fire insurance com
pany is supposed to have capital enough to 
look after the hazards.

Mr. Humphrys: This is the basis upon 
which these mutual companies were formed. 
They were originally formed without capital, 
and in lieu of the capital they had this under
taking from their mutual policyholders to put 
up more money should the portion of the note 
paid in cash not be sufficient.

Senator Kinley: Suppose the policyholders 
will not put up the money?

Mr. Humphrys: The company is in a posi
tion to sue the policyholders for it.

Senator Walker: It is a promissory note.

The Acting Chairman: This company has 
operated for over 70 years.

Senator Kinley: I quite understand that, 
but they are entering into the credit business 
—buy today and pay tomorrow. I think this is
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something that destroys the stability of the 
insurance business in this country.

Mr. Humphrys: I feel that any problem of 
this type that the company may have encoun
tered is something of the past, senator, be
cause the company has now had some 70 
years of experience, and it has never had 
to...

Senator Kinley: Why do you want to 
change the present basis? What is the advan
tage of this?

Mr. Humphrys: They are seeking federal 
incorporation with exactly the same structure 
as the company has in its present state. They 
are not changing the ownership.

Senator Kinley: What about the tax be
nefits?

Mr. Humphrys: Perhaps I should modify 
my comment there. I said that the company 
would be subject to tax. Now, mutual fire and 
casualty companies are subject to income tax, 
but I would want to modify that because I 
think there is an exemption that applies in 
cases of where more than half the business 
comes from the insurance of farm property. 
In this case, as long as more than half of the 
company’s premium income arises from the 
insurance of farm property it would not pay 
tax.

Senator Isnor: Is that for a three-year peri
od, or for the entire life of the company?

Mr. Humphrys: The tax exemption, sena
tor?

Senator Isnor: Yes.

Mr. Humphrys: I think there is no time 
limit on it. As long as more than half the 
premium income arises from the insurance of 
farm property the company does not pay tax.

Senator Croll: I am notoriously not a farm
er. Could I be refused a policy by these peo
ple?

Mr. Humphrys: This act does not restrict 
the company to the insurance of farms. I 
think it would be their intention to do some 
business in the towns and villages. They do 
not plan to go into the insurance of commer
cial properites, but I think in respect of insur
ance on dwellings, and insurance of that type, 
they would want to expand into the towns 
and villages.

Senator Croll: Mr. Humphrys, how do you 
interpret section 5(2)? What does it mean 
with these limitations?

Mr. Humphrys: Our general requirement of 
fire and casualty insurance companies is to 
set the amount of capital and surplus that the 
company needs in accordance with the classes 
of insurance that the company wants to un
dertake. So, the pattern here, and the pattern 
to be followed in other cases, is to ask the 
company what classes of insurance it wants to 
engage in from the outset. When they have 
determined that we then indicate how much 
capital they must have, and that is dealt with 
in subsection 1 of section 5. Then we put in 
subsection 2 which specifies the additional 
capital and surplus they must have for each 
additional class they want. This is a way of 
ensuring that the company has adequate re
serves by way of a margin of excess of assets 
over liabilities in order to protect the policy 
holders.

Senator Croll: I think a question was asked 
in the house by Senator Pearson as to what 
relationship there was between the company 
in Bill S-12 and this company. Is there any?

Mr. Humphrys: To my knowledge there is 
no relationship between these two companies. 
I will ask Mr. McGibbon to confirm that.

Mr. W. J. McGibbon, Q.C., Counsel, 
Farmers Central Mutual Insurance Company:
There is no direct relationship between them. 
I know that the Western Farmers Mutual 
Insurance Company writes windstorm insur
ance, and sometimes this company that we 
are speaking about does get coverage from 
the other company. But, other than that, 
there is no direct connection between them.

Senator Molson: Mr. Chairman, in connec
tion with the cash premium business I do not 
think I realized that a mutual company was 
in two types of business. A question was 
asked about the incidence of taxation. Is 
there no difference to a mutual company such 
as this whether it writes 80 per cent of its 
business in cash and 20 per cent through its 
mutual members or vice versa? Does this not 
affect the tax position at all?

Mr. Humphrys: No, I do not think it does, 
senator. I think the exemption that we have 
been referring to is based upon the portion of 
the premium income that comes from the 
insurance of farm property, and I think the 
exemption is available to a stock company as 
well as to a mutual company.
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Senator Molson: Provided it writes more 
than 50 per cent oi its business in respect of 
farm property?

Mr. Humphrys: Yes, so it is not an exemp
tion that flows to a mutual company. It is an 
exemption that flows to any company that is 
doing most of its business in insuring farm 
property.

The Acting Chairman: Are there any other 
questions?

Senator Kinley: You say that if it does half 
of its business with farmers, then it does not 
pay income tax on the other half?

Mr. Humphrys: If more than half of the 
premium income comes from the insurance of 
farm properties then it does not pay any 
corporation income tax.

Senator Kinley: Do you mean the premi
ums, or the promises to pay on the notes?

Mr. Humphrys: It would be the actual cash 
income.

Senator Kinley: Suppose I have a farm—I 
am not a farmer, but I have a farm and I can 
tell you it is not very profitable—and if I 
want to insure with this company and I give 
them my note, then there is no corporation 
income tax paid on that.

Mr. Humphrys: The company does not pay 
income tax if more than half of its total 
Premium income comes from the insurance of 
farm property.

Senator Kinley: And therefore they have 
an advantage over the company that insures 
my industrial plant?

Mr. Humphrys: That is correct.

Senator Kinley: It means that there is one 
law for one company and another law for 
another. I do not like it.

Senator Croll: Mr. Humphrys, you are talk
ing about the insuring of farm property, but 
they are dealing with marine insurance and 
sickness insurance and all the rest, and that is 
certainly not insurance of farm property.

Mr. Humphrys: No.

Senator Croll: So, they will be caught by 
the income tax act on their extended bu
siness?

Mr. Humphrys: If their business were to 
extend to the point that they were no longer 
in the state where more than one half of their

premium income came from the insurance of 
farm property they would lose their exemp
tion. That is my understanding of the Income 
Tax Act.

Senator Croll: But if they get any business 
at all from the other powers here, it will 
represent the lesser part of their business?

Mr. Humphrys: It depends upon how 
broadly they operate.

Senator Pearson: Mr. Humphrys, will the 
passage of this bill entitle them, without any 
more ado, to go into other provinces and 
write insurance?

Mr. Humphrys: Yes, senator, they will have 
the corporate power to do business in any 
place in Canada.

The Acting Chairman: I take it that there 
is nothing in this legislation which restricts 
them to Ontario, although they may volun
tarily stay in Ontario?

Mr. Humphrys: That is right.

Senator Walker: There is nothing distinc
tive about these two companies who seek do
minion charters; these rights are available to 
all such farm insurance companies, whether 
they are mutual or otherwise, is that not 
correct?

Mr. Humphrys: Are you referring to the 
tax matter, Senator Walker?

Senator Walker: Yes.

Mr. Humphrys: Yes. The exemption under 
the Income Tax Act, as I understand it, de
pends upon the source of the company’s bu
siness, not on the capital structure of the 
company or the organization.

Senator Kinley: It has got to be a mutual 
company?

Mr. Humphrys: No, I do not think so, sena
tor.

Senator Kinley: As I recall the statute it 
was purely for the purpose of evading income 
tax in the West.

Senator Croll: That could not possibly be.

Senator Molson: “Evading” or “avoiding” 
senator?

Senator Kinley: I do not think it is good 
law. The insurance business is supposed to 
accept hazards and insure safety. In the 
automobile business they take notes and al-
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most everybody is travelling on credit, and I 
wonder where the insurance business is going 
to go next; I do not like it.

The Acting Chairman: Senator Molson?

Senator Molson: Has this company encoun
tered any problem concerning underwriting 
profits in the past five years?

W. F. Shoemaker, Manager, Farmers 
Central Mutual Insurance Company: Honour
able senators, in answer to Senator Molson’s 
question we have not experienced underwrit
ing profits in the past five years, and this is 
one of the things we hope to rectify.

Senator Molson: Could I ask a supplemen
tary? What underwriting losses have there 
been in the last five years?

The Acting Chairman: Do you want the 
gross or annual figure?

Senator Molson: From information on the 
last five years.

Mr. Shoemaker: The underwriting loss in 
1966 was $67,000 covered by investment in
come. May I answer one question which was 
put by Senator Kinley? The policyholder does 
sign a premium note, but when he pays his 
initial premium he pays the full premium. 
The residue of the note is intended only for 
catastrophe. The purpose of the note is just as 
a contingency in the event that a serious 
disaster strikes.

Senator Kinley: It is a reserve fund?
Mr. Shoemaker: That is right.

Senator Kinley: Now, a man pays his 
premium and he pays for a catastrophe. What 
do you give him for that note?

Mr. Shoemaker: We give him a lesser 
premium to start with. If you take the two 
companies, the General Insurance and the 
farm mutual, you will find the farmers pay a 
lower rate by virtue of the fact that they pay 
on a premium note about 40 per cent lower.

Senator Kinley: And no income tax?
Mr. Shoemaker: The corporation pays no 

income tax.
Senator Kinley: I don’t like it.
Mr. Humphrys: Mr. Chairman, in answer to 

Senator Molson, I have before me a series of 
figures which were developed when setting up 
this company. In the last four years the un
derwriting loss has been as follows: in 1963,

$43,000; in 1964, $96,000; in 1965, $13,000, and 
in 1966, $47,000. But that is the loss on insur
ance operations, and is adjusted by reason of 
investment income. The net effect on surplus 
in those four years was as follows: in 1963, an 
increase in surplus of $6,000; in 1964, a de
crease of $49,000; in 1965, an increase of 
$20,000; and in 1966 a decrease of $5,000. So 
the company is just about holding its surplus.

The Acting Chairman: Anything further?

Mr. McGibbon: Mr. Chairman, as counsel 
on behalf of this company, may I say that the 
head office of the company is in Walkerton; it 
was founded in 1894 and has been continu
ously in business since that time with a good 
record. Insurance hazards covered are 90 per 
cent rural and 10 per cent in villages and 
towns. We have no insurance in the cities. We 
are not ther for direct competition with the 
large companies. We have a low cost opera
tion with low premium rates, and we find 
now that under modern practices these farm
ers do not want fire insurance policy loans, 
they want a packaged policy to protect them 
against liability and all the other things that 
arise in modem business. We are not able to 
supply that. We are not able to get those 
powers under the Ontario act. The Ontario 
act, as you know, under which we were incor
porated, was passed in 1887, and it has never 
been updated for these farm mutual compa
nies. This is the largest company of its kind 
in Ontario. We have had risks to the extent of 
about $281 million, covering rural 90 per cent 
and 10 per cent on villages and towns. So that 
in order to service our clients we really need 
the powers that we are asking for here. As 
you know, today everyone is insurance con
scious, and although 50 years ago a fire in
surance policy was all you needed, today you 
must have liability insurance and all these 
other kinds which people need to protect 
themselves against claims. We are catering to 
the farmers, and it is not our present inten
tion to do otherwise. They come to us and 
want this other type of insurance, but at the 
present time we are not able to offer it to 
them.

Senator Croll: I think you mentioned $1 
million. How many policies are involved?

Mr. McGibbon: Policyholders in the com
pany? I will ask Mr. Shoemaker to answer 
that.

Mr. Shoemaker: 17,650.

Senator Croll: Is that the last figure?
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Mr. Shoemaker: Yes.

Senator Croll: Is it increasing?

Mr. Shoemaker: Yes, about 25 per cent in 
the last four years.

Senator Molson: To be able to write all 
these new classes of risk on premium notes, if 
a call were necessary, would it be proposed 
that a call on the premium notes be universal 
for all classes of insurance?

Mr. McGibbon: It could not be universal. If 
we went into automobile insurance, you 
would not take a premium note; you would 
take a cash premium, under those circum
stances. A premium note is really only being 
taken by these companies, as far as I know, 
on the fire insurance, or where you have some 
other lines such as liability in with the fire 
insurance. I do not know what the practice is 
in other lines.

Mr. Shoemaker: Senator Monson, there 
have not been assessments in recent years. In 
the circumstances, it is applied as a percent
age of the note over all noteholders.

The Acting Chairman: Will this be true if 
you have different classes of insurance?

Mr. Shoemaker: I would assume so, yes; it 
would be a percentage over all.

Senator Molson: If you have many other 
applications, provided you have a licence to 
issue, would you take a note?

Mr. Shoemaker: It is unlikely.

Senator Kinley: You say you could not get 
this in Ontario at the time but you would like 
to get it here.

Mr. Shoemaker: We would like to get it 
here.

Senator Kinley: In the case of automobile 
insurance, if you give the insurance you will 
take title to the car and you will own the car?

Mr. Shoemaker: If we issue an automobile 
insurance we will be in the same position as 
any other automobile insurance company.

Senator Kinley: Sure, but we pay taxes.

Mr. Shoemaker: The charter of our compa
ny might change if we get into other lines. I 
would think then it would become necessary, 
but at the moment 90 per cent of our business 
is farm business.

Senator Kinley: You are in a very special 
business.

Mr. Shoemaker: I would say so.

Senator Kinley: What would be your re
serves?

Mr. Shoemaker: Our reserves would be just 
under $1 million.

Senator Kinley: How much corporation tax 
do you pay?

Mr. McGibbon: These insurance companies 
pay premium taxes. What would be your 
premium tax?

Mr. Shoemaker: The company has not, in 
the last five years. I believe the actual statute 
making this exemption was passed some time 
in the early forties and we have not paid 
corporation tax since then.

Senator Kinley: In the 1940s? Yes, that 
would be the Dunning statute of that time, 
because I came over to the Senate in 1945.

Mr. McGibbon: This is a mutual company. 
There are no shareholders and no stock.

Senator Kinley: How would this agree with 
the experts on taxation, the Carter report? I 
am afraid there would be a conflict on that. It 
is in the hands of the Government, and they 
tell us they will bring something down within 
some months.

The Acting Chairman: Whatever is done 
will apply to all companies, I assume.

Senator Walker: There will be a lot of 
conflict when that report comes down.

The Acting Chairman: Are there any more 
questions?

Senator Kinley: This has to go to the House 
of Commons. It was introduced here?

Senator Walker: Yes.

Senator Kinley: They will look after it.

Some hon. Senators: Oh!

Senator Kinley: I am against it.

The Acting Chairman: You are against the 
general act.

Senator Kinley: I am against people doing 
business without paying taxation.

Senator Railenbury: The question is aca
demic if there is no profit.

Senator Kinley: Profit is an elusive thing.
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The Acting Chairman: If there are no more 
questions, do you wish to discuss the bill 
clause by clause?

Senator Croll: Mr. Chairman, I move that 
we report the bill without amendment.

Some hon. Senators: Agreed.
Senator Kinley: On division.
The committee concluded its consideration 

of the bill, and proceeded to the next order of 
business.
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ORDER OF REFERENCE

Extracts from the Minutes of the Proceedings of the Senate, Thursday, 
June 8th, 1967:

“Pursuant to the Order of the Day, the Honourable Senator Walker, 
P.C., moved, seconded by the Honourable Senator Pearson, that the Bill 
S-12, intituled: “An Act to incorporate Western Farmers Mutual Insur
ance Company”, be read the second time.

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

The Bill was then read the second time.

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

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

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

Wednesday, June 14th, 1967.

The Standing Committee on Banking and Commerce to which was referred 
the Bill S-12, intituled : “An Act to incorporate Western Farmers Mutual In
surance Company”, has in obedience to the order of reference of June 8th, 1967, 
examined the said Bill and now reports the same without amendment.

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

All which is respectfully submitted.

T. D’Arcy Leonard, 
Acting Chairman.
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MINUTES OF PROCEEDINGS
Wednesday, June 17th, 1967.

(4)

Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 10.10. a.m.

In the absence of the Chairman, and on Motion of the Honourable Senator 
Haig, the Honourable Senator Leonard was elected Acting Chairman.

Present: The Honourable Senators Leonard (Acting Chairman), Cook, Croll, 
Fergusson, Gouin, Haig, Irvine, Isnor, Kinley, Molson, Pearson, Rattenbury and 
Walker.—(13).

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

On Motion of the Honourable Senator Croll it was Resolved to report 
recommending that authority be granted for the printing of 800 copies in English 
and 300 copies in French of the proceedings of the Committee on Bill S-12.

Bill S-12, An Act to incorporate Western Farmers Mutual Insurance 
Company”, was read and considered.

The following witnesses were heard:

Department of Insurance:
R. R. Humphrys, Superintendent.

Western Farmers Mutual Insurance Company:
W. Sutherland, President.
B. J. Wilks, Manager.
W. J. McGibbon, Q.C., Counsel.

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

At 10.30 a.m. the Committee adjourned to the call of the Chairman.

Attest.
Frank A. Jackson,

Clerk of the Committee.
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THE SENATE
THE STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, June 14, 1967

The Standing Committee on Banking and 
Commerce, to which was referred Bill S-12, to 
incorporate Western Farmers Mutual Insur
ance Company, met this day at 10.10 a.m. to 
give consideration to the bill.

Senator T. D'Arcy Leonard, Acting Chair
man, in the Chair.

The Acting Chairman: We proceed now to 
Bill S-12, to incorporate Western Farmers 
Mutual Insurance Company.

The committee agreed that a verbatim 
report be made of the committee’s pro
ceedings on the bill.

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

The Acting Chairman: In connection with 
this bill, we have Mr. Humphrys, the Super
intendent of Insurance and we also have Mr. 
McGibbon as counsel for this company. There 
is also here Mr. Sutherland, President of the 
company, and Mr. Wilks, the manager. Does 
the committee wish to hear from Mr. 
Humphrys again?

Some Hon. Senators: Agreed.

Mr. R. R. Humphrys, Superintendent of 
Insurance: Mr. Chairman, this bill is almost 
identical with that we have just discussed and 
is for the same purpose. The existing provin
cial company, Western Farmers Mutual In
surance Company, has its head office in 
Woodstock and it is engaged now almost ex
clusively in windstorm insurance. They too 
feel pressures to provide a better range of 
service to their policyholders and they are 
seeking power to write fire insurance and 
other classes of insurance.

The company is well established, being 
about 60 years old. It is in a good financial

position, with assets of about $3.3 million and 
a surplus of over $2£ million. The latest 
figures I have show about 34,000 policyhold
ers.

In other respects, my comments on this bill 
would parallel those I made on the previous 
one, so I do not think there is anything fur
ther I can usefully add. The officers of the 
company are here to explain any special 
points. Its main point is that this has been 
started as and operates as a windstorm com
pany, whereas the company we have just 
dealt with was operated also as a fire insur
ance company.

Senator Isnor: Has this company always 
been operated and known as Western 
Farmers?

Mr. Humphrys: My understanding is that 
that is so.

Senator Isnor: In Ontario?

Mr. Humphrys: Yes.

Senator Molson: What is the premium in
come?

Mr. Humphrys: About $600,000 last year.
The Acting Chairman: Would you like the 

record of the underwriting?
Mr. McGibbon: Mr. Wilks, would you give 

that figure?
Mr. Beverley James Wilks, Manager, 

Western Farmers Mutual Insurance Compa
ny: Last year we had an underwriting profit 
of about $260,000. In 1964 we had an under
writing loss of about $80,000. But in the 1960s 
we made money, other than in 1964.

Senator Kinley: That is true of all the in
surance companies in Canada. They are mak
ing losses. They are all up against it. Insur
ance business today is becoming an unprofita
ble business.

Senator Croll: Mr. Wilks said there was a 
surplus all through the 1960s—

13



14 Standing Committee

Senator Kinley: They had a deficit.

Senator Croll: A deficit in one year, but 
this was a profit last year.

Mr. Wilks: Yes, an underwriting profit of 
$260,000.

Senator Kinley: I will ask the Superin
tendent whether the fire insurance business 
and the automobile insurance in Canada is in 
good shape? Are they making a profit?

Mr. Humphrys: Fire and casualty business 
suffered a heavy loss for a number of years, 
senator. Last year, 1966, the experience was a 
little bit better than it had been in the previ
ous four or five years. Generally, the industry 
has been going through quite a trying time, as 
far as its financial results are concerned.

Senator Kinley: Is the farmers’ risk a big 
one? Is it hazardous? Are they careless peo
ple? Do they have many fires, or are they a 
safe class?

Mr. McGibbon: Farmers live in unprotected 
areas and the risk is greater.

Senator Kinley: In some places.

Mr. McGibbon: It is mostly rural.

Senator Kinley: Oh, no, no. I have to pay to 
the county for protection. I pay for fire pro
tection to the municipal council, and I live in 
the town. They have fire protection down in 
Nova Scotia now; they have it all over. But 
this does not seem right. There ought to be 
some other way to help people who are poor, 
other than making provision that they do not 
pay. The rural taxation in the country is 
made so as to be favourable to some people 
and unfavourable to others. Everybody should 
be under the same rule of law. I do not like 
it.

Senator Walker: This is a matter of general 
principle that the senator is outlining. This is 
an individual company, as I understand it, 
and they are getting no advantages over any

other company in similar circumstances. Is 
that right?

Senator Kinley: I am not sure about that. 
They are a risk company. They have done 
well.

The Acting Chairman: I think Senator 
Walker is making the general point that this 
company is in the same position as any risk 
company or any co-operative insurance com
pany under the general law.

Senator Kinley: As a co-operative, but the 
general insurance companies incorporated un
der the corporation law have to pay taxes.

Senator Croll: This is not quite right.

Senator Kinley: You have to be dealing 
with farmers in a co-operative way to make it 
clear you have not to pay taxes.

The Acting Chairman: It depends on the 
share capital.

Senator Kinley: You must do it.

Mr. Humphrys: The tax obligation of these 
companies is not dealt with in the insurance 
legislation, so any comments I make on the 
tax position are based on my understanding. 
Actually, to change the tax position of these 
companies, one would have to amend the 
Income Tax Act—and that is not an act 
which we administer, so it is not within any 
of our powers to alter the tax position.

Senator Kinley: There is a statute that 
grants co-operative companies relief from in
surance, and it goes further, it makes the 
farmers’ organizations appoint the directors, 
and the directors are not independent. They 
are appointed by the farmers’ organizations.

The Acting Chairman: Any other ques
tions? Shall I report the bill without amend
ment?

Hon. Senators: Agreed.

The committee adjourned.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Tuesday, June 
13th, 1967:

“Pursuant to the Order of the Day, the Honourable Senator Prowse for the 
Honourable Senator McDonald moved, seconded by the Honourable Senator 
Gouin, that the Bill S-15, intituled: “An Act to incorporate Seaboard Finance 
Company of Canada”, be read the second time.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.
The Bill was then read the second time.
The Honourable Senator Prowse moved, seconded by the Honourable Sena

tor Gouin, that the Bill be referred to the Standing Committee on Banking and 
Commerce.

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

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

Wednesday, June 28th, 1967.

The Standing Committee on Banking and Commerce to which was referred 
the Bill S-15, intituled: “An Act to incorporate Seaboard Finance Company 
of Canada”, has in obedience to the order of reference of June 13th, 1967, 
examined the said Bill and now reports the same without amendment.

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

All which is respectfully submitted.

SALTER A. HAYDEN, 
Chairman.



MINUTES OF PROCEEDINGS

Wednesday, June 28th, 1967.
(5)

Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 9:30 a.m.

Present: The Honourable Senators Hayden (Chairman), Blois, Bur chill, 
Cook, Croll, Everett, Fergusson, Gershaw, Gouin, Irvine, Isnor, Kinley, Leonard, 
MacKenzie, Macnaughton, McDonald, Molson, Pearson, Rattenbury and Thor
valdsen.—20

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

On Motion of the Honourable Senator Croll it was Resolved to report 
recommending that authority be granted for the printing of 800 copies in English 
and 300 copies in French of the proceedings of the Committee on Bill S-15.

Bill S-15, “An Act to incorporate Seaboard Finance Company of Canada”, 
was read and considered.

The following witnesses were heard:
Department of Insurance:
R. R. Humphrys, Superintendent.
Seaboard Finance Company of Canada:
S. A. Berteaux, President.
J. W. Thomas, Parliamentary Agent.

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

At 10:05 a.m. the Committee proceeded to the next order of business. 

Attest.

Frank A. Jackson, 
Clerk of the Committee.





THE SENATE
THE STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, June 28, 1967.

The Standing Committee on Banking and 
Commerce, to which was referred Bill S-15, 
to incorporate Seaboard Finance Company of 
Canada, met this day at 9.30 a.m. to give 
consideration to the bill.

Senator Salter A. Hayden in the Chair.

The Chairman: We have before us now, 
Bill S-15, to incorporate Seaboard Finance 
Company of Canada.

The committee agreed that a verbatim 
report be made of the committee’s pro
ceedings on the bill.

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

The Chairman: In connection with this bill, 
we have here Mr. J. W. Thomas, the parlia
mentary agent, and Mr. S. A. Berteaux, presi
dent of the company. Mr. Humphrys, would 
you make a statement on this bill?

Mr. R. R. Humphrys, Superintendent of 
Insurance: Mr. Chairman and honourable 
senators, this bill would incorporate a small 
loans company, and, if so incorporated, it 
would be subject to the Small Loans Act.

Its purpose would be to make consumer 
loans to the public and to the extent that 
those loans are amounts of $1,500 or less, the 
loans would be subject to the Small Loans 
Act. The company, however, would be em
powered to make loans of over $1,500.

The Chairman: There is nothing unusual 
in that power?

Mr. Humphrys: No. There are many com
panies incorporated of this type. There are 
some 80 companies licensed as lenders under 
this loans act. At the present time there are 
only five federally incorporated companies.

Most of them are incorporated provincially 
and obtain a licence under the Small Loans 
Act.

The Chairman: Are they provincial by Let
ters Patent or by legislation?

Mr. Humphrys: By Letters Patent. There 
are five companies incorporated by Parlia
ment and this would be the sixth, if incor
poration is granted.

There is a company now called Seaboard 
Finance, that is licensed now under the Small 
Loans Act, and it does business in practically 
all provinces of Canada, and has a very large 
volume of business.

The purpose of this incorporation is to 
change that corporate entity from a provincial 
standing to a federal standing. This company, 
if incorporated, would take over the business 
now being transacted by the provincial com
pany; and the provincial company would 
change its name and change its purposes to 
that of a holding company for the purposes 
of the Seaboard interests in Canada. They 
have one or two other companies, a private 
mortgage loan company and an investment 
company.

The Chairman: Is there some particular 
reason for federal incorporation at this time?

Mr. Humphrys: They desire federal incor
poration to give recognition to the fact that 
they do business all across the country; there
fore, federal incorporation is appropriate in 
the circumstances. They are interested also 
in protecting their name, and I think they 
believe that there will be some additional 
prestige through their status as a federally 
incorporated company.

Those are the principal motives, Mr. 
Chairman. So far as the department is con
cerned, we have no objection to this move. 
The company, if incorporated, would be 
subject to most provisions of the Loan Com
panies Act, as well as the Small Loans Act, so
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16 Standing Committee

it would be subject to a rather more extensive 
code of regulations than it is in its present 
form.

Senator Pearson: Where did they get the 
name “Seaboard Finance Company” and 
where is the headquarters?

Mr. Humphrys: The principal company is 
a United States company, a very large con
sumer company, operating in that field and it 
is called Seaboard.

Senator Pearson: So this is a subsidiary?

Mr. Humphrys: This is a wholly-owned sub
sidiary. As to most of the borrowing this com
pany does, it gets its money partly from the 
parent company in the United States, partly 
from banks in Canada, and partly from the 
sale of short-term notes in investment com
panies in Canada, to institutions.

Senator Croll: Once it has the approval of 
Parliament, will it then wind up the pro
vincial companies?

Mr. Humphrys: The existing Seaboard Fi
nance, the Ontario company, will not be 
wound up but will be continued as a holding 
company, to hold the group together as to 
certain interests in Canada. It is my under
standing that the ownership of this federal 
company will lie in the existing provincial 
company. The provincial company will change 
its name and change its purpose, and the 
provincial company in turn is owned by Sea
board in the United States.

Senator Croll: Did you say they will con
tinue to do business under the provincial 
charter?

Mr. Humphrys: Not the loan business. The 
loan business will be in this company.

Senator Kinley: Is that an American com
pany?

Mr. Humphrys: The provincial company is 
incorporated in Ontario but it has always been 
owned by the United States company.

Senator Croll: Do we not have some con
fusion here where a company does one bit of 
business under a provincial charter and then 
does another kind of business under a domi
nion charter?

The Chairman: There is a change of name.

Mr. Humphrys: The provincial company will 
change its name and will not be engaging in

the same type of activity as this company. It 
is my understanding that it will be converted 
wholly to a holding company and will not be 
making loans at all.

Senator Everett: Will the holding company 
own the shares of the federal company?

Mr. Humphrys: Yes.

The Chairman: Are there any other ques
tions?

Senator Leonard: Again, what kind of 
assurance do we have, in incorporating this 
company under this name, that the public 
would be able to distinguish as between an 
existing company of the same name under a 
provincial licence and this federal company? 
Is it on record that the provincial company is 
definitely going to transfer its business to 
the federally incorporated company?

Mr. Humphrys: It is definitely on our 
records, Senator Leonard, and we will not 
license this company under the Small Loans 
Act until we can withdraw the licence for 
the provincial company.

Senator Leonard: That satisfies me. There 
is only one other question. Did you give us the 
figures as to the volume of business and the 
size of the company?

Mr. Humphrys: Seaboard Finance Company 
has assets of $73 million, including small 
loans—that is, loans subject to the Small 
Loans Act—of $30 million, and other loans 
amounting to $35 million.

Senator Thorvaldsen: What is the capital?

Mr. Humphrys: The capital is $205,000 
the surplus $5,500,000, the contributed earned 
surplus $1,700,000.

Senator Thorvaldsen: And the rest con
tributed?

Mr. Humphrys: Yes. The rest of the com
pany’s funds have been obtained by borrow
ing $27 million in short-term notes, $13 
million from banks and $24 million from the 
parent company. So, these borrowed funds, 
together with the capital contributed in 
earned surplus, make up the funds available 
to put out in loans.

Senator Leonard: Do your figures give the 
operating surplus?

Mr. Humphrys: Yes, Senator Leonard. The 
company had income for the year on small
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loans business of $4.9 million and on other 
business of $1.8 million.

Senator Croll: $4.9 million on the $35-mil- 
lion loan?

Mr. Humphrys: On the $30 million of small 
loans.

Senator Croll: And on the other $35 million 
it had?

Mr. Humphrys: $1.8 million.

Senator Croll: What was the form that the 
other $30 million took?

Mr. Humphrys: It would be loans in excess 
of $1,500 and some investments in subsidiary 
companies. No acceptance business—is that 
correct?

Mr. S. A. Berleaux, Vice President. Sea
board Finance Company of Canada Limited:
There is a portfolio of around $5£ million.

Senator Croll: Does it not strike you, as one 
in charge of the Small Loans Act, that this is 
a disproportionate profit? From the Small 
Loans Act, comparing the loans of under 
$1,500 to the $30 million on loans in excess of 
$1,500, the profit is almost 4-to-l.

Mr. Humphrys: Senator Croll, I gave the 
income. The expenses under these small loans 
were $4.3 million and the expenses under the 
other business were $1.7 million. So the gross 
profit transferred to the company, to the 
profit and loss account, was $559,000 on the 
small loans business and $86,000 on the other 
business.

Senator Croll: It does not help it any. Is 
there any indication as to how much is paid 
to head office, for instance, for advice, 
research, and so on, money that goes to the 
United States?

Mr. Humphrys: We have a distribution of 
expenses, but there is no specific item that is 
paid for management services. Any services 
that the company receives from the head office 
would be paid for on the basis of services 
rendered, but the parent company is not 
drawing profits off under the guise of manage
ment fees or anything of that nature, so the 
distribution of expenses is, to the best of our 
knowledge and ability to check, a distribution 
of expenses on the basis of service rendered 
and a fair charge for services rendered to the 
Canadian company.

Senator Croll: What does it amount to?

Mr. Humphrys: The total expenses charged 
against the small loans account were $4.4 
million.

Senator Croll: No, but we were speaking of 
what went to the States for services rendered 
and management fees.

Mr. Humphrys: I have no figures on that.

Mr. Berteaux: Last year it was something 
in the neighbourhood of $200,000—maybe 
$225,000 or $230,000.

Senator Croll: Approximately $200,000 for 
management services rendered by the parent 
company in the United States?

Mr. Berteaux: Yes.

Senator Croll: What did they consist of?

Mr. Berteaux: I suppose the supervision. 
They handle all our accounting. The individ
ual branch reports on a daily basis to the 
data processing system in Los Angeles. All 
reports are processed by IBM equipment and 
are sent out on a monthly basis. A certain 
amount of advertising comes out of the adver
tising department in Los Angeles. I suppose a 
general, overall part of the business is really 
under their control.

Mr. Humphrys: Perhaps I could correct an 
answer I made. This company does not in 
fact make loans to the public over $1,500. 
The other activities, the other loans I re
ferred to, are in the form of advances to 
other companies in the group; but borrowing 
is done for the Canadian operation through 
this company, and part goes out in small 
loans and part loans to the other companies 
in the group for their other activities.

Senator Kinley: From the parent company 
to the subsidiaries?

Mr. Humphrys: From the main company, 
they are making loans to the other subsidi
aries.

Senator Kinley: What dividend do they 
send abroad?

Mr. Humphrys: The dividend paid to share
holders?

Senator Kinley: That is, when the share
holders were all in the company in the United 
States.

Mr. Humphrys: There were no dividends 
paid to shareholders during 1966.
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Senator Thorvaldsen: In regard to this 
question of management fees, has your depart
ment any control or any say in the matter 
as to management fees that are paid by 
Canadian subsidiaries to foreign-owned com
panies? Here there are considerable man
agement fees paid to the holding company 
in the United States. Does that come within 
your purview at all, or does it come within 
the purview of any department of Govern
ment—say, the taxation branch, and so on?

Mr. Humphrys: We have no legislative con
trol over that item.

The Chairman: The income tax people 
would.

Mr. Humphrys: Yes, the income tax people 
would be concerned, to be sure that any such 
fees are justified by services rendered; other
wise it would be a way of drawing profits off 
without paying taxes. In our supervision of 
these companies or in our inspection, if we 
encountered anything that gave us any rea
son to think the fees could not be justified 
by services rendered, we would discuss the 
matter with the company and, if necessary or 
if we thought it desirable, we would draw 
the attention of the income tax authorities to 
the matter.

The Chairman: You have an indirect con
trol, the issue of the licence annually is 
discretionary.

Mr. Humphrys: Yes. I should make it clear 
that in our supervision of these companies 
our principal concern is to see to it that they 
comply with the Small Loans Act, and do 
not charge interest rates on their loans in 
excess of the maximum under that act. They 
are not for the most part companies that we 
are concerned with from a solvency point of 
view because they do not accept deposits from 
the public, or really borrow money from small 
investors in a widespread way. They do some 
borrowing in the investment community, but 
it is generally thought that the investing 
institutions can look after their own interests.

Senator Burchill: This is a provincial com
pany. You would not have any control over 
this company, would you?

Mr. Humphrys: It is licensed under the 
Small Loans Act, which is a federal act.

Senator Thorvaldson: Can you tell us if 
there is a standard practice among these 
Canadian companies to pay management fees 
to the foreign owner?

Mr. Humphrys: No, I would say it is 
unusual.

Senator Thorvaldson: That is, in regard 
to companies that your department knows of.

Mr. Humphrys: Yes.

Senator Thorvaldson: It is unusual?

Mr. Humphrys: It does happen, but it is 
not a usual custom. If the parent company 
is in the United States then sometimes the 
Canadian subsidiary will make use of the 
computers and the high speed, but very ex
pensive, data processing equipment. It will 
use the equipment in the head office of its 
parent, and it will pay for that. This type of 
thing goes on, and it is increasing to some 
extent. However, we have not thought that it 
represents any problem at the present time.

Senator Croll: Mr. Humphrys, how many 
branches have they in this country?

Mr. Humphrys: Seaboard?

Senator Croll: Yes.

Mr. Berteaux: A hundred and thirty four.

Senator Croll: They have 134 branches in 
this country? Is there any justification for 
not having the accounting done in this coun
try?

Mr. Berteaux: No, not really, other than as 
Mr. Humphrys has pointed out, the expense 
of these high speed computers et cetera can 
be very great.

Senator Croll: But there are many com
panies with far fewer branches and which do 
less business that have their computer 
arrangements in this country. If we close our 
eyes to this sort of process how are we ever 
to get computers established here.

The Chairman: Surely, that is a judgment 
decision, which will be based upon the eco
nomics of it.

Senator Croll: Yes, but I will be outspoken 
about it.

Mr. Humphrys: I think this point is well 
taken. In our view the Canadian company 
should have its books of account here, and 
have its accounting done here. We have found 
in our administration that it is rather diffi
cult for us to take that view with a Cana
dian company, and tell it that it must go 
down the street and use the services of a
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data processing company nad have its com
puter work done there, and that it cannot 
use the machines in its head office.

However, we have not objected to their 
having their data processed through their 
head office so long as we have access to the 
full records, and the books of account are 
kept in Canada.

Senator Thorvaldson: This was all very 
well ten years ago when computers were very 
rare, but will the same argument hold true 
throughout history. These data processing 
services are being developed in the United 
States instead of in Canada. I think this is 
a situation which deserves a general review, 
having regard to the hundreds of Canadian 
companies that are wholly-owned by foreign 
parent companies.

Mr. Humphrys: I agree with your view, 
Senator.

Senator Croll: What do we do about it, 
Mr. Humphrys?

Mr. Humphrys: We are doing everything 
we can to make sure that the accounting work 
is done here.

The Chairman: We can deal with it in 
general legislation supplementing some of the 
other things that were mentioned by Mr. 
Humphrys.

Senator Croll: The way to deal with it is 
through the income tax department. That 
would be the place in which to deal with it.

Mr. Humphrys: It is a problem that is, of 
course, very widespread, and it affects all 
types of companies that are foreign owned. 
The extent to which they rely on their par
ent for technical advice, research advice, 
management advice, and advertising material 
should be looked at, because these are matters 
that run through their whole accounting sys
tem.

Senator Croll: Mr. Humphrys, I recall hav
ing brought to my attention recently a num
ber of Canadian companies, each of which 
happened to have its accounting work done 
by a Canadian firm. They were companies 
that I was able to recognize as being Cana
dian because they were doing a considerable 
amount of business in Canada. None of them 
brought forward the idea of having their 
work done by data processing institutions in 
the United States.

As Senator Thorvaldson has pointed out, 
there was an excuse some time ago for having 
this work done in the United States, but that 
is not valid today.

Mr. Humphrys: Not so much, senator. They 
were doing more of their accounting in Can
ada before the computer systems came into 
being.

There is quite a trend now in corporations 
that have a wide-spread branch office system 
to use central data processing and to send 
data in from the branch office on a daily 
basis through leased wires overnight, have 
it tabulated and processed and back to the 
branches ready for the morning. This goes on 
to an increasing extent, and it creates many 
problems in relation to the point Senator 
Thorvaldson was raising, that the Canadian 
subsidiary very often is treated as another 
branch and gets swept up in this sort of 
branch operation.

Unless there is some vigilance by someone, 
therefore, it can result in a situation where 
the records in the Canadian company are 
practically non-existent.

We have tried very hard in all the com
panies that we have anything to do with to 
make sure that the original records and ac
counts are at the head office in Canada so 
that when we go to examine the statements 
we can get the information there. We have 
not objected to the processing of data through 
a computer at the head office, so long as it 
is limited to data processing and it is done 
in the sense of a service type of activity. But 
we would take a very strong view against 
a company having all its original records done 
that way.

Senator Croll: Who signs their statements? 
Who is the auditor in Canada?

Mr. Humphrys: All their auditors are 
Canadian firms.

Senator Leonard: May I ask two questions? 
First, does that statement disclose the amount 
of losses in a year’s operations, or, together 
with the amount of actual loss, is the amount 
reserved as against expected losses charged 
against the year’s operation?

Mr. Humphrys: The statement shows an 
increase in reserves for bad debts and contin
gencies at $147,000. That would be the net 
change.

Senator Leonard: Does it show the ex
penses and amount actually charged for 
losses, or is it included in the general ex
penses?
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Mr. Humphrys: No, the provision for bad 
debts amounted to $569,000. They recovered 
during the year from that $147,000, and they 
wrote off during the year $575,000. So that 
the balance of the reserves at the end of the 
year, then, amounted to $833,000. So there 
was a net increase in the reserves for bad 
debts of $147,000 during the year. So they 
wrote off by way of losses $575,000.

Senator Leonard: The other question related 
to the general character of these companies, 
not necessarily in respect of this particular 
company. A good many of these small loans 
are, I understand, made available on a dis
count basis. That is, the interest is charged 
in advance and there is also a practice in some 
companies to take that interest in profits 
during the year in which the loan is made, re
gardless of the loan itself being repayable 
over a period of time. Is there any policy so 
far as the department is concerned in dealing 
with this item of pre-paid discounts on small 
loans in so far as the company’s profit and 
loss accounts are concerned?

Mr. Humphrys: Yes. Under the Small Loans 
Act the loans cannot be made on the so-called 
add-on basis. That is prohibited. The com
panies must make their charges month by 
month as the payments come in. So the 
problem does not arise.

Senator Leonard: That is fine.

Mr. Humphrys: If a company engages in 
lending activities beyond the area of the 
small loans, it might make loans on the basis 
of an add-on charge.

Senator Thorvaldson: So they have that 
power? A company such as Household Finance 
is entitled to deduct its interest charges and 
take them off the principal?

Mr. Humphrys: If the loan is not under the 
Small Loans Act.

Senator Leonard: Then is that agreeable 
to the department? Do they accept that as 
profit during the year?

Mr. Humphrys: We would not regard as 
proper the taking into income of the full add
on charge when the loan is made.

Senator Molson: Could I ask about the $30 
million of loans which are not under the 
Small Loans Act? I think you said, Mr. 
Humphrys, that those were the associated 
companies in large part.

The Chairman: There was $35 million to 
associated et cetera; the $30 million was 
small loans.

Senator Molson: At any rate, in what form 
were these loans and who were those asso
ciated companies?

Mr. Humphrys: Perhaps I could call on 
the representatives of the company?

Mr. Berteaux: The $35 million of which 
the senator was speaking would involve 
primarily Seaboard Securities, which is a 
second subsidiary in Canada. The securities 
companies make all the loans over $1,500. In 
other words, Seaboard Finance Company of 
Canada makes only loans under the scope 
of the Small Loans Act, which is $1,500. 
Then, amounts over $1,500 are made by the 
securities company.

Senator Leonard: What is the name of 
the securities company?

Mr. Berteaux: Seaboard Securities Cana
dian.

Senator Leonard: Is that a federally incor
porated company?

Mr. Berteaux: No. That is a provincially 
licensed company, senator.

Senator Molson: Where is the ownership 
of the securities company?

Mr. Berteaux: Well, I would say it is a 
subsidiary of Seaboard Finance Company per 
se, and, of course, again it is owned by the 
parent in the United States.

Senator Molson: Well, is it a subsidiary of 
the Canadian company or is it a subsidiary 
directly of the United States company?

Mr. Berteaux: I would say it is a subsidiary 
of the Canadian company. Mr. Thomas might 
have more information on that.

The Chairman: Is that correct, Mr. Thomas?

Mr. J. W. Thomas, Parliamentary Agent, 
Seaboard Finance Company of Canada: Yes, 
it is a wholly owned subsidiary of the Sea
board Finance Company of Canada.

Senator Everett: Seaboard Finance Com
pany of Canada is a wholly owned subsid
iary of the American company?

Mr. Thomas: Technically, I would say it 
is, yes.
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Senator Everett: Are there any Canadian 
directors on Seaboard Finance?

Mr. Berteaux: All six directors here are 
Canadian. Seaboard Finance shows there is 
one Canadian listed at Los Angeles.

Senator Everett: Is there any intention on 
the part of the American parent to offer 
shares in the new company to Canadian 
shareholders?

Mr. Berteaux: At the present I would say 
not, but that is not really within my scope. 
But I would say not for the present at least.

Mr. Humphrys: Nothing has come to our 
attention to suggest any intention on the part 
of the parent company to sell shares of the 
Canadian company.

Senator Croll: As I understand it, if I 
walked into the office and wanted a loan 
under $1,500, the Seaboard Finance Company 
Would look after me.

Mr. Berteaux: Yes.

Senator Croll: If I wanted a loan for $2,000 
the Seaboard Securities Company would look 
after me.

Mr. Berteaux: Yes. He changes his hat and 
you find another set of papers.

Senator Croll: I walk over to another 
counter.

Mr. Berteaux: No, you use the same 
counter.

Senator Croll: Mr. Humphrys, you said 
there were five companies incorporated under 
the federal charter. What are their names, 
please? I think I know them, but I have a 
reason for asking anyway.

Mr. Humphrys: Beneficial Finance, Brock 
Acceptance, Canadian Acceptance, Household 
Finance, Laurentide Finance.

Senator Croll: How many of those are 
American? I know Beneficial is.

Mr. Humphrys: Beneficial is, Canadian 
Acceptance is, and Household Finance.

Senator Croll: That makes three. Are they 
doing the same thing that Seaboard is doing 
with respect to data processing?

Mr. Humphrys: Not to the same extent.

Senator Croll: Well, Mr. Humphrys, that 
is hardly a satisfactory answer. I know you

are doing the best you can in the circum
stances but I don’t know what you mean by 
“Not to the same extent.”

Mr. Humphrys: They do get some services 
from their parent, but they are not involved— 
at least Beneficial and Household, their 
activities in Canada form a greater propor
tion than do those of Seabord at the present 
time.

Senator Thorvaldson: Mr. Chairman, I want 
to ask Mr. Humphrys what is the full name 
of the present Ontario corporation.

Mr. Humphrys: Seaboard Finance Company 
of Canada Limited.

Senator Thorvaldson: May I ask how they 
could get that name for an Ontario company? 
That takes in a lot of ground.

Mr. Humphrys: It certainly strikes me that 
they went rather far in granting that name.

Senator Thorvaldson: If I were to ask for 
the incorporation of a company with such 
comprehensive name in Manitoba or in Sas
katchewan, would I get it?

Mr. Humphrys: I would hope not.

Senator Thorvaldson: That is why I raise 
the point. How long ago was that company 
incorporated in Ontario?

Mr. Berteaux: Sometime in 1955 or 1956— 
something like that.

Senator Lamontagne: When Toronto was 
a seaport.

Senator Leonard: When this company comes 
under Mr. Humphrys’ jurisdiction and he 
finds on the balance sheet $35 million of loans 
to subsidiary companies, how does he deal 
with this in the course of his duties under the 
act?

Mr. Humphrys: I think if this company is 
incorporated the pattern will have to change 
because as a federally-incorporated company 
under the Loan Companies Act and the Small 
Loans Act they could not be permitted to 
invest their assets in subsidiary companies 
to that extent, so they will have to take that 
part of their activity and make it separate 
from the federal company.

Senator Thorvaldson: When you say “to
that extent” just what do you mean? This 
was the problem with Atlantic Finance. Will 
such loans be authorized to any extent?
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Mr. Humphrys: No, the loans will not be 
authorized to any extent. What I meant to say 
was that that part of their activities will have 
to be handled elsewhere.

The Chairman: The new company cannot 
make loans to its subsidiaries.

Senator Croll: Of course they have $24 
million coming in from the States from the 
parent company, and they will use those 
funds instead.

The Chairman: Can a small loan company 
when incorporated carry on any business 
other than as licensed under the Small Loans 
Companies Act?

Mr. Humphrys: Yes, they can make loans.

The Chairman: Over $1,500?

Mr. Humphrys: Yes.

The Chairman: I suppose it will have to do 
that to exist.

Senator Everett: As I understand it Cana
dian branch companies borrow money from 
American parent companies. Do they borrow 
at the net cost of the money to the American 
parent or is there a markup?

Mr. Humphrys: I think there is probably a 
markup.

Mr. Berteaux: I would say there is a small 
markup and it strikes me it is somewhere in 
the neighbourhood of 7 per cent or something 
of that nature. I know it is slightly higher.

Senator Everett: What would the gross 
profit be to the American company on that 
markup?

Mr. Berteaux: Because of the Johnson 
guidelines in the United States, we have been 
importing very little capital in the last year 
or in the last two years. Primarily it has been 
raised through the banks here or on the short
term investment market.

Senator Everett: But you will agree that 
this could be a form of management fee.

Mr. Berteaux: Again I would assume that 
the income tax department would have a

certain say in that. I would not be prepared 
to say how much. It would depend on how 
much we were being charged, and if that was 
out of line they would have something to say 
about it.

Senator Thorvaldson: I have grave doubts 
if that is an accurate statement. I have grave 
doubts if the income tax department would 
be interested in a transaction of that nature. 
I don’t see how it could be related to man
agement fee.

The Chairman: On the question of interest, 
the income tax people will always look to see 
if, as between a parent and a subsidiary, 
it is too high or too low.

Senator Everett: Surely if the level of in
terest rates in the United States is per cent 
lower than in Canada, the income tax people 
would not be interested because they would 
be only interested in knowing that Canadians 
are borrowing at commercial rates. One of 
the advantages would be that we would be 
borrowing in Canada at American rates.

Mr. Berteaux: We borrow primarily in 
Canada with the banking of the parent com
pany, so that as far as short-term financing 
is concerned the money is raised here in 
Canada.

Senator Thorvaldson: This is an example 
of an extraordinarily lucrative business to the 
American owners, and this was certainly the 
case prior to the Johnson guidelines. Previ
ously the principal and interest rates between 
Canada and the United States were very 
different. Consequently it is a pretty profitable 
business for the American owners.

Mr. Humphrys: I may say that under the 
small loans legislation in Canada the rates 
permitted pursuant to that act are lower than 
in any jurisdiction in the United States.

The Chairman: Any further questions?

Shall I report the bill without amendment?

Hon. Senators: Agreed.

The committee then proceeded to the next 
order of business.
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ORDER OF REFERENCE
Extract from the Minutes of the Proceedings of the Senate, Wednesday, 

June 14th, 1967:
“Pursuant to the Order of the Day, the Honourable Senator Cameron 

moved, seconded by the Honourable Senator,Boucher,.that the Bill S-ll, 
intituled: “An Act respecting Principal Life Insurance Company of 
Canada”, be read the second time.

The question being put on the motion, it was—
Resolved in the affirmative.
The Bill was then read the second time.
The Honourable Senator Cameron moved, seconded by the Hon

ourable Senator Boucher, that the Bill be referred to the Standing 
Committee on Banking and Commerce.

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

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

Wednesday, June 28th, 1967.

The Standing Committee on Banking and Commerce to which was referred 
the Bill S-ll, intituled: “An Act respecting Principal Life Insurance Company 
of Canada”, has in obedience to the order of reference of June 14th, 1967, 
examined the said Bill and now reports the same with the following amend
ment:

1. Page 1, clause 1: Strike out line 17 and substitute therefor “purposes 
whatsoever»”.

All which is respectfully submitted.

SALTER A. HAYDEN, 
Chairman.



MINUTES OF PROCEEDINGS
Wednesday, June 28th, 1967.

(6)

Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 10.05 a.m.

Present: The Honourable Senators Hayden (Chairman), Blois, Bur chill, 
Cook, Croll, Everett, Fergusson, Gershaw, Gouin, Irvine, Isnor, Kinley, Leo
nard, MacKenzie, Macnaughton, McDonald, Molson, Pearson, Rattenbury and 
Thorvaldson— (20).

In attendance: E. Russell Hopkins, Law Clerk and Parliamentary Counsel.
On Motion of the Honourable Senator Molson it was Resolved to report, 

recommending that authority be granted for the printing of 800 copies in 
English and 300 copies in French of the proceedings of the Committee on 
Bill S-ll.

Bill S-ll, “An Act respecting Principal Life Insurance Company of Can
ada”, was read and considered.

The following witnesses were heard:
Department of Insurance: R. R. Humphrys, Superintendent.
Principal Life Insurance Company of Canada: E. J. Houston, Q.C., Par

liamentary Agent; D. M. Cormie, Q.C., President.

On Motion duly put it was Resolved to amend the said Bill as follows:
1. Page 1, clause 1: Strike out line 17 and substitute therefor “purposes 

whatsoever,”.
On Motion of the Honourable Senator Macnaughton it was Resolved to 

report the said Bill as amended.

At 10.30 a.m. the Committee proceeded to the next order of business.
Attest.

Frank A. Jackson, 
Clerk of the Committee.
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THE SENATE
THE STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, June 28, 1967.

The Standing Committee on Banking and 
Commerce, to which was referred Bill S-ll, 
respecting Principal Life Insurance Company 
of Canada, met this day at 9.30 a.m. to give 
consideration to the bill.

Senator Salter A. Hayden in the Chair.

The Chairman: Honourable senators, as this 
is a bill originating in the Senate, I think we 
should follow our usual practice of having it 
reported. May I have the usual motion for the 
reporting and printing of the proceedings?

The committee agreed that a verbatim 
report be made of the committee’s pro
ceedings on the bill.

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

The Chairman: Concerning Bill S-ll, the 
representatives for the company here are Mr. 
T>. M. Cormie, Q.C., the president; Mr. L. A. 
Patrick, provisional director; and Mr. E. J. 
Houston, Q.C., parliamentary agent. Senator 
Cameron was the sponsor of this bill in the 
Senate. I suggest we follow our usual practice 
°f hearing from Mr. Humphrys first.

Hon. Senators: Agreed.

Mr. R. R. Humphrys, Superintendent of 
Insurance: Mr. Chairman and honourable 
senators, I have very little to say about this 
bilk Its purpose is to extend the life of a bill 
that was adopted by Parliament two years 
aSo to incorporate this company, and under 
the provisions of the Canadian and British 
Insurance Companies Act, which is an act of 
general application to insurance companies, it 
18 provided that if a company is incorporated 
and does not become registered under the 
Insurance Act to transact business within two 
years, then its act expires. This company was 
incorporated in 1965, effective June 30, but

the company was not able to get organized in 
the two years, for reasons that the represen
tatives of the company perhaps can explain. 
So, they are now presenting this bill, request
ing that that previous act which was passed 
in 1965 be extended so that the company will 
have another opportunity to become organ
ized. The bill provides that, if it does not 
become registered under the Canadian and 
British Insurance Companies Act within a 
further two years, the act will expire.

As was explained on second reading, the 
company will be owned by a holding compa
ny that also owns two investment contract 
companies and a trust company. The prin
cipal function of this life insurance company 
will be to act as a companion vehicle in the 
company’s marketing of investment contracts 
and mutual funds.

The only other comment I would like to 
make, Mr. Chairman, is that in the bill as 
presented there is a point I think should re
ceive attention, because clause 1 provides that 
the act

.. .shall be deemed not to have expired 
and not to have ceased to be in force 
after the thirtieth day of June, 1967, but 
to have continued and to be in force for 
all its purposes whatsoever until the thir
tieth day of June, 1969,...

I would suggest for your consideration that 
the words “until the thirtieth day of June, 
1969” be deleted because the purpose is to 
extend the life of the original act of incorpo
ration within the limit that if the company 
fails to get registered then by section 2 the 
act would expire. I feel concerned about the 
presence of those words in section 1, because 
they would cause doubt about the position of 
the company after 1969—

Mr. Hopkins: Even if they did not get a 
certificate?

Mr. Humphrys: Yes.

Mr. Hopkins: Yes, I would agree with that.

23
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The Chairman: Mr. Humphrys suggests we 
strike out in line 16 the words following the 
figures “1967”.

Mr. Humphrys: No, I am referring to the 
words following the word “whatsoever” in 
line 17.

Mr. Hopkins: That is, we delete the words 
“until the thirtieth day of June, 1969”?

Mr. Humphrys: Yes. I would suggest, Mr. 
Chairman, that the representatives of the 
company explain what happened to them that 
has made it impossible for them to become 
organized.

The Chairman: Before we do that I will ask 
the members of the committee if there is 
anything further that they wish to ask Mr. 
Humphrys.

Senator Pearson: How many companies are 
there owned by this holding company?

Mr. Humphrys: There are three Principal 
companies—two investment contract compa
nies, and a trust company. They have a num
ber of other subsidiaries that are engaged in 
service activities such as the real estate busi
ness, the brokerage business, and the mort
gage brokerage business. But, they are in the 
process of closing out those subsidiaries so 
that the organization of the company and its 
group will be very much simplified, and I 
think the operations will be reduced to the 
pattern of a holding company and four sub
sidiaries. The holding company will own two 
investment contract companies, a mutual fund 
management company, a trust company, and 
this life insurance company.

Senator Pearson: Are the directors and the 
management of the holding company and its 
subsidiaries the same?

Mr. Humphrys: That is my understanding, 
yes.

Mr. E. J. Houston, Q.C., Parliamentary 
Agent: Mr. Chairman and honourable sena
tors, I have distributed copies of the 1966 
annual report of the Principal Group. Mr. 
Cormie is the president of the company, and 
his picture appears on the third page of this 
annual report. He is a distinguished lawyer in 
Alberta, and a director of a number of com
panies. I think he is able to answer any ques
tions that you may wish to put to him. I have 
pleasure in introducing him to you now.

Mr. D. M. Cormie, Q.C., President, Prin
cipal Group Ltd: Mr. Chairman and honoura

ble senators, I might just point out that the 
basis under which the original charter was 
granted has continued in force. I should like 
to run over the development of the group 
since the time of the granting of its original 
charter in 1965 for the life insurance compa
ny.

The Chairman: Does that development re
late to the delay in completing the organiza
tion of this company?

Mr. Cormie: Partially.

The Chairman: Well, to the extent that it 
does, it is relevant.

Mr. Cormie: Well, we found in 1965, shortly 
after this charter was granted, that it was 
desirable to have a little tighter and neater 
organizational pattern in the group, so it was 
decided to organize on the same pattern as 
the Investors Group in Winnipeg with 
primarily a holding company that was at the 
same time a principal management company, 
with the certificate companies operating as 
wholly-owned subsidiaries. Previously, a 
number of collateral companies—I heard the 
senators raise the question—were wholly- 
owned subsidiaries of the investment or cer
tificate companies, and we found that there 
was a tendency for there to be a conflict of 
interest to arise where the subsidiary of one 
certificate company which was engaged in the 
mortgage brokerage business was doing busi
ness with another certificate company. So, it 
seemed desirable to eliminate the subsidiaries 
of the certificate companies.

During the last 18 months the company has 
been engaged in organizing in the form in 
which you see it in the present annual report, 
under Principal Group Ltd. as a holding com
pany. The management of all the companies 
is the same, and the officers are identical for 
all practical purposes, except in cases where 
for a statutory reason or a regulatory reason 
there have to be outside directors, as in such 
cases where you might have a mutual fund 
company and a management company.

Apart from that we found, in the process of 
organizing, that the competition that has 
developed over the last 18 months, largely 
through rising interest rates, had a tendency 
to require additional liquidity in a number of 
the certificate companies. Consequently, the 
directors decided they would like to have an 
independent appraisal of all the properties of 
the various companies at the time they were 
to be consolidated into the group. In the 
process of these appraisals it was considered
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expedient to increase the reserves and the 
write-downs of certain properties and mort
gages by approximately $1 million. This is 
based on the appraisals which were taken last 
August, which related primarily to Associated 
Investors of Canada Ltd., which was a com
pany purchased by the group in late 1962 
from the former United States owners.

Consequently, the reorganization into a pat
tern similar to that of the Investors Group in 
Winnipeg, and the appraisal and the eventual 
write-downs, and the reserves which the di
rectors considered expedient, took the time 
and the attention of the group, so that the 
attention of the people who were going to 
organize the Principal Life Insurance Com
pany of Canada was not available until just 
recently. Rather than try and rush the or
ganization of the life insurance company and 
the obtaining of its certificate to commence 
business, we thought it would be preferable 
to take a little more time and organize it at a 
little more leisurely pace.

We have just introduced an I.B.M. 360 sys
tem, and the programming on this for the life 
insurance company is estimated by our ac
counting department to take from six to eight 
months. Consequently, we are here today re
questing your consent to the extension of the 
time within which to organize.

Are there any questions?

The Chairman: Well, there is the question 
to which Mr. Humphrys referred.

Mr. Cormie: Yes, I think that that is most 
important.

The Chairman: Mr. Humphrys proposed 
this amendment, and now we have the appli
cants saying they are agreeable to it. Is there 
any discussion on it? Do I have a motion to 
provide for such amendment by striking out 
those particular words?

Senator Macnaughlon: I so move, Mr. 
Chairman.

The Chairman: Is it agreed?

Hon. Senators: Agreed.

The Chairman: Are there any questions 
that you wish to ask in respect of this bill?

Senator Leonard: Mr. Chairman, I should 
like to ask whether Mr. Cormie foresees any 
conflict of interest arising as between the 
operations of the proposed life insurance 
company and those of the other companies 
in the group.

Mr. Cormie: Well, we do not really have 
any conflict of interest, Senator Leonard. At 
the present time we are offering group credi
tors’ risk insurance, but there is a complete 
lack of flexibility in what the customer can in 
effect do in the way of insurance. Inciden
tally, we have written over $30 million in 
group credit risk insurance with no commis
sion. We have 87,000 accounts today with ap
proximately $350 million of business in force 
in the certificate companies and their mutual 
funds.

Senator Molson: $350 million of what busi
ness in force?

Mr. Cormie: This would be maturity value 
of investment certificates. It would be a rea
sonable equivalent to insurance in force if it 
was something like a 20 year endowment.

Senator Everett: Is that the only form of 
insurance you propose to write?

Mr. Cormie: The only kind that is group 
credit risk, adding savings insurance for a 
mutual fund plan.

Senator Everett: Do you propose to write 
other forms of insurance?

Mr. Cormie: Yes. The intention is to write a 
full range of insurance using and operating 
the insurance company as an independent, 
separate organization.

Senator Molson: What about the sales 
force? Would the agency or sales organization 
operate independently? Does that mean you 
will have completely different people in the 
life insurance field?

Mr. Cormie: This will be necessary because 
at the present time there is no dual licensing. 
We do operate two companies in the United 
States in the certificate business. In Seattle in 
our sales staff we do get new licences, and 
our agents there sell mutual funds, certificates 
and insurance under three separate licences; 
but in Canada at the present time that is not 
possible, which means that it is necessary to 
have a completely separate sales force, but 
they would be operated by the same central 
sales agency for control purposes and finance.

Senator Everett: Is the proposal then to 
obtain actuarial consultants?

Mr. Cormie: Oh, yes.

Senator Leonard: Are any of the securities 
or certificates issued by the other companies 
in your group eligible for investment under
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the insurance act for your life insurance com
pany?

Mr. Cormie: Well, if I understand your 
question rightly, it would not be the intention 
to have cross-investing.

The Chairman: No, the question was 
whether they are eligible.

Mr. Cormie: Yes, they are eligible, but it is 
not the intention of the company to have the 
life company invest in the securities of the 
other company.

The Chairman: I wonder if Mr. Humphrys 
would care to make any comment, Senator 
Leonard.

Senator Leonard: Yes. I was wondering if 
that intention is to be carried out in conjunc
tion with the Superintendent of Insurance.

Mr. Humphrys: I would say that the invest
ment contracts as such bear a contract under 
which the purchaser pays a series of instal
ments over five, ten, fifteen or twenty years 
and the contract promises to return the pur
chaser the face amount at the end of the 
period. They are not the kind of investment 
instruments that will be used for investment 
of funds of a life insurance company, and I do 
not think that we could find anything in the 
life insurance act which would render them 
eligible. The mutual fund insofar as it issues 
shares, and they can be regarded as common 
shares and have a dividend record, might be 
technically eligible under the provisions of 
the act; but as a matter of good practice the 
department very strongly discourages any life 
insurance company from investing its funds 
in a circumstance that is not completely an 
arm’s length one. We would be critical of a 
company that invested funds in the affairs of 
an associated or affiliated company.

Senator Leonard: This is the understanding 
on the part of the applicant of the charter, 
and it could be left in the hands of the De
partment of Insurance to put it on record so 
that the understanding will be known as con
veyed here.

The Chairman: Mr. Humphrys, I should 
like to know here whether you feel you have 
enough authority in this direction by saying 
that you would be critical of any such course, 
or whether you would need any further au
thority to enforce such a course of action.

Mr. Humphrys: Mr. Chairman, to date we 
have felt that we have been able to avoid any

serious problems in this area. I may say, 
however, that my own feeling is that one of 
the principal dangers that we now face in 
these growing financial groups in Canada is 
this question of investing in public funds, that 
is, money that has been borrowed in situa
tions that are not arms length, where people 
making investment decisions cannot be sure 
that they are making the best decision for 
both companies concerned. That is a matter 
which should be recognized more specifically 
in the legislation dealing with companies of 
that kind than is now the case.

The Chairman: You mean in a general ap
plication rather than in a particular one?

Mr. Humphrys: That would be important.

The Chairman: Then that might rest with 
you to bring some amendments forward.

Mr. Humphrys: Yes, Mr. Chairman. I have 
in mind making recommendations to the min
ister of the department.

Senator Burchill: Am I to understand from 
this discussion that there would have to be 
fresh capital for this company?

Mr. Humphrys: Oh, yes.

Mr. Cormie: And it would be invested in 
the normal type of securities that an insur
ance company would invest in.

The Chairman: Before we finish, may I 
state that the amendment which has been 
agreed to in committee consists in deleting 
the words, “until the 30th day of June, 1969,” 
which appear at line 17 of the bill.

Mr. Hopkins: In other words, they have to 
have their certificate of registry for two years. 
It reads better than before.

The Chairman: Shall I report the bill as
amended?

Senator Isnor: Mr. Chairman, perhaps what 
I am going to say has no direct bearing on the 
bill itself, but I am wondering about the mu
tual funds statement. I notice there are $2 
million in various securities—common stocks, 
and that of a total of $7 million, $5 million is 
invested in common stocks. Is that the usual 
percentage that you use?

Mr. Cormie: Well, no; I would say this 
varies according to the recommendation of 
the investment advisers, the name of whom at 
present is Davis Palmer Company, New York, 
and this will vary according to the judgment
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of the investment advisers. There is a tenden
cy recently to move more heavily into United 
States stocks.

Senator Isnor: Yes, in stocks in a mutual 
fund.

Mr. Cormie: Yes.

Senator Isnor: In other words, you have 80 
Per cent investment in common stocks?

Mr. Cormier: Yes, that is correct.

Senator Isnor: That struck me as very high.

Mr. Cormie: This will vary. It has moved 
up. I believe six months ago it was close to 62 
per cent in common stocks. Now it has moved 
up recently to the time of this statement, and 
you will notice in November a big change in 
the proportion in common stocks between 
November 1966 and February 1967, so that 
would indicate I believe what we are saying

that the movement into common stocks has 
only occurred recently.

Senator Isnor: You have no set rule in 
regard to percentage?

Mr. Cormie: There are certain limitations 
set out in the prospectus, yes. There are cer
tain limitations, but these are within the limi
tations set out.

Senator Isnor: What is their usual percent
age?

Mr. Cormie: They usually keep somewhere 
between 60 and 80 per cent.

Senator Isnor: Thank you.

The Chairman: Shall I report the bill as 
amended?

Hon. Senators: Agreed.

The Committee then proceeded to the next 
order of business.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Tuesday, June 
13th, 1967:

“Pursuant to the Order of the Day, the Honourable Senator Molson 
moved, seconded by the Honourable Senator Bourque, that the Bill S-14, 
intituled: “An Act respecting British Northwestern Insurance Company”, 
be read the second time.

After debate, and—
The question being put on the motion, it was—

Resolved in the affirmative.
The Bill was then read the second time.

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

The question being put on the motion, it was—

Resolved in the affirmative.”
J. F. MacNEILL, 

Clerk of the Senate.
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REPORT OF THE COMMITTEE
Wednesday, June 28th, 1967.

The Standing Committee on Banking and Commerce to which was referred 
the Bill S-14, intituled: “An Act respecting British Northwestern Insurance 
Company”, has in obedience to the order of reference of June 13th, 1967, 
examined the said Bill and now reports the same without amendment.

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

All which is respectfully submitted.
SALTER A. HAYDEN, 

Chairman.
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MINUTES OF PROCEEDINGS
Wednesday, June 28th, 1967.

(7)

Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 10.30 a.m.

Present: The Honourable Senators Hayden (Chairman), Blois, Burchill, 
Cook, Croll, Everett, Fergusson, Gershaw, Gouin, Irvine, Isnor, Kinley, Leonard, 
MacKenzie, Macnaughton, McDonald, Molson, Pearson, Rattenbury and Thor
valdsen.— (20)

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

On Motion of the Honourable Senator Leonard it was Resolved to report, 
recommending that authority be granted for the printing of 800 copies in Eng
lish and 300 copies in French of the proceeding's of the Committee on Bill S-14.

Bill S-14, “An Act respecting British Northwestern Insurance Company”, 
was read and considered.

The following witnesses were heard:
Department of Insurance: R. R. Humphrys, Superintendent.
British Northwestern Insurance Company: James K. Hugessen, Parlia

mentary Agent.

On Motion of the Honourable Senator Croll 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.

Frank A. Jackson, 
Clerk of the Committee.
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THE SENATE
THE STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Wednesday, June 28, 1967.
The Standing Committee on Banking and 

Commerce to which was referred Bill S-14, 
respecting British Northwestern Insurance 
Company, met this day at 9.30 a.m. to give 
consideration to the bill.

Senator Salter A. Hayden in the Chair.
The Chairman: May I have the usual mo

tion for the reporting and printing of the 
proceedings?

The committee agreed that a verbatim 
report be made of the committee’s pro
ceedings on the bill.

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

The Chairman: Bill S-14 is an act respect
ing the British Northwestern Insurance 
Company. We have as witnesses, Mr. J. F. 
Caird, president; Mr. R. D. Allan, secretary- 
treasurer, and Mr. James K. Hugessen, parlia
mentary agent.

Mr. R. R. Humphrys, Superintendent of 
Insurance: Mr. Chairman and honourable 
senators, this bill is a simple one. It has two 
purposes. One is to change the name of the 
existing company, the British Northwestern 
Insurance Company; and the other is to pro
vide for an increase in capital.

The British Northwestern Insurance 
Company is a federal company, having been 
federally incorporated in 1917, but it started 
earlier as a provincial company. It is owned 
by the Eagle Star Insurance Company, a 
prominent British company with worldwide 
interests and a very large volume of business.

The Eagle Star also operates in Canada on 
a branch basis. It has this subsidiary and 
another subsidiary in active operation in 
Canada.

Its intention is to concentrate its Canadian 
business in this company, the British North

western Company, and to withdraw the 
activities of the branch of the parent com
pany, so that its whole activity in Canada 
will be through this particular subsidiary.

It wants a change in name, to link the 
company more closely with its group as a 
whole, to convey the identity and the owner
ship.

In connection with the plan to increase the 
activity of this company and to concentrate 
the Canadian activities, the company will 
need more capital. Consequently, the request 
is that the authorized capital be substantially 
increased. This is, in our opinion, appropriate 
in the circumstances.

The company, and the Eagle Star group in 
Canada, is active in the fire and casualty 
business, not in the life business. Most of the 
activity is in fire, but they do a substantial 
volume of automobile insurance and mis
cellaneous insurance.

Senator Everett: May I ask the Superin
tendent the last date for which he has a 
financial statement of the company.

Mr. Humphrys: December 31, 1966.

Senator Everett: Would it show an under
writing figure of profit and loss?

Mr. Humphrys: The company had an un
derwriting gain in 1966 of $90,000. Its premi
um income was $3 million in 1966.

Senator Everett: And its investment in
come?

Mr. Humphrys: Its investment income was 
$94,000.

Senator Everett: Thank you.

Senator Leonard: Mr. Humphrys, what 
happens to the British Eagle Star in Canada?

Mr. Humphrys: Its insurance will be either 
allowed to run out and be re-written as it 
comes up for renewal, in this company, or 
there will be a portfolio transfer where this

29
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company will take over the policies which 
have been written by the Eagle Star.

Senator Leonard: The Canadian people will 
not be offered an opportunity to insure in 
either a British company or a Canadian com
pany by the name of Eagle Star?

Mr. Humphrys: No. My understanding is 
that the activities of this group in Canada 
will be channelled through this company 
alone.

Senator Burchill: Where are the head 
offices?

Mr. Humphrys: In Toronto.

The Chairman: Are there any other ques
tions? Mr. Hugessen, have you anything to 
add?

Mr. James K. Hugessen. Parliamentary 
Agent: No, Mr. Chairman, I have nothing to 
add.

The Chairman: Honourable senators, are 
you ready for the question? Shall I report the 
bill without amendment?

Hon. Senators: Agreed.

The Committee adjourned.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
November 1st, 1967:

“Pursuant to the Order of the Day, the Honourable Senator McDonald 
moved, seconded by the Honourable Senator Beaubien (Provencher), that 
the Bill S-21, intituled: “An Act to amend the Food and Drugs Act”, be read 
the second time.

After debate, and—

The question being put on the motion, it was—

Resolved in the affirmative.

The Bill was then read the second time.

The Honourable Senator McDonald moved, seconded by the Honourable 
Senator Farris, that the Bill be referred to the Standing Committee on Bank
ing and Commerce.

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

J. F. MAcNeill, 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Wednesday, November 8th, 1967.

(9)
Pursuant to adjournment and notice the Standing Committee on Banking 

and Commerce met this day at 9:50 a.m.
Present: The Honourable Senators Hayden (Chairman), Aseltine, Baird, 

Beaubien (Bedford), Benidickson, Blois, Burchill, Croll, Fergusson, Gershaw, 
Irvine, Isnor, Kinley, MacKenzie, McDonald, Molson, Pearson, Smith (Queens- 
Shelburne), Thorvaldsen and Walker. (20)

Present but not of the Committee: Honourable Senator Sullivan.
In attendance: E. Russell Hopkins, Law Clerk and Parliamentary Counsel 

and R. J. Batt, Assistant Law Clerk and Parliamentary Counsel and Chief 
Clerk of Committees.

On motion of the Honourable Senator McDonald it was Resolved to report, 
recommending that authority be granted for the printing of 800 copies in 
English and 300 copies in French of the proceedings of the Committee on Bill 
S-21.

Bill S-21, “An Act to amend the Food and Drugs Act”, was read and 
considered.

The following witnesses were heard:

Department of National Health and Welfare:
Dr. A. C. Hardman, Director, Scientific Advisory Services.
J. D. McCarthy, Legal Adviser.

Royal Canadian Mounted Police:
Inspector J. A. Macauley, Criminal Investigation Branch.
The Honourable Senator Sullivan read into the record a statement with 

respect to the users and uses of “LSD”.
The Honourable Senator Molson tabled for consideration by the Committee 

a proposed amendment to clause 2, with respect to proposed new section 41.
The Chairman moved that a sub-committee composed of the Honourable 

Senators Croll, Hayden (Chairman), Molson, Thorvaldson and Walker be 
constituted to consider the proposed amendment, which motion was agreed to.

Consideration of Bill S-21 was then adjourned.
At 10.45 a.m. the Committe then proceeded to the next order of business.
Attest:

Frank A. Jackson,
Clerk of the Committee.
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THE SENATE
THE STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ollawa, Wednesday, November 8, 1967.
The Standing Committee on Banking and 

Commerce, to which was referred Bill S-21, 
to amend the Food and Drugs Act, met this 
day at 9.50 a.m. to give consideration to the 
bill.

Senator Salter A. Hayden in the Chair.
The Chairman: Honourable senators, this 

has been variously designated as the LSD 
bill. Is there a desire in the committee that 
we report and print the proceedings?

The committee agreed that a verbatim 
report be made of the committee’s pro
ceedings on the bill.

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

The Chairman: On Bill S-21 we have cer
tain representatives here. We have Dr. A. C. 
Hardman, who was before us last year when 
we had this bill for consideration. He is Di
rector, Scientific Advisory Services, Depart
ment of National Health and Welfare. With 
him is Mr. J. D. McCarthy, the department’s 
legal adviser. Then we have Inspector J. A. 
Macauley of the Criminal Investigation 
Branch, R.C.M.P., and also Staff Sergeant 
Yurkiw.

I should like to make this suggestion to the 
committee. We went into this bill quite 
exhaustively last year. If you recall, we 
made an amendment and then the bill did 
hot proceed further. My suggestion is that 
before we look at the provisions of the bill 
we might hear Dr. Hardman, and possibly 
Inspector Macauley, and learn what the 
situation is up to this moment. Some honour
able senators may have statements to make 
at that time, and then we can look at the 
provisions of the bill. Does that meet the 
wishes of the committee?

Hon. Senators: Agreed.

The Chairman: Dr. Hardman, would you 
give us a resumé of the facts down to this 
time leading to bringing in these proposed 
amendments?

Dr. A. C. Hardman. Director, Scientific Ad
visory Services, Department of National 
Health and Welfare: Ladies and gentlemen, 
on April 26 I did speak to this committee and 
quickly reviewed and gave a reasonable back
ground to the problems of LSD. Ever since 
my testimony at that time there has been 
further evidence given out in the scientific 
literature, and I noted that the Hon. Dr. 
Sullivan referred to this in the Senate quite 
recently. A group of doctors at Buffalo found 
evidence that LSD in rather small quantities 
was causing damage to the chromosomes in 
white blood cells. The chromosomes are that 
part of a cell which carry the genetic infor
mation. Studies carried out in Oregon dis
closed evidence that this type of damage was 
transmitted to the children of pregnant 
women who had taken LSD during their 
early pregnancy. The significance of this 
damage is not known at this stage.

However, we do have studies of other 
types in which a similar type of damage 
occurs. In one of these there would appear to 
be some evidence that the type of breakage 
of this chromosome is similar to that occur
ring in certain types of leukemia, so that we 
are having now evidence of damage to cells 
in humans.

There have been tetragenic studies carried 
out with animals to determine the effect of 
LSD on the offspring of rats and mice. These 
studies, reported in the Journal of Science, 
disclose that LSD is tetragenic; in other 
words, that in a litter there are some that are 
deformed and the size of the litter is 
decreased. Furthermore, there is a phenome
non known as resorption, which means that 
when a faulty rat or mouse fetus is damaged, 
it will be absorbed by the body or resorbed 
by the body. So we have now some increas
ing scientific evidence of the hazards of this.
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We have one other piece of information 
regarding the therapeutic effects of LSD. 
This was promulgated with Dr. E. Baker’s 
book published by the University of Toronto. 
He reiterated in it that, in their experience, 
they have found that lysergic acid diethyl
amide in the treatment of alcoholics and neu
rotics is not too effective, it is not a miracle 
drug in this area.

Honourable senators, I think this is a very 
quick summary of what is in the scientific 
and professional literature since I reported to 
you last.

Senator Pearson: Is this permanent dis
turbance to the cell, the genes? Supposing a 
teenager took it today, would it result in per
manent damage throughout his life?

Dr. Hardman: We do not know, sir. The 
studies in Buffalo indicated that damage 
existed, in one case, for at least one year 
after the person had stopped taking LSD. 
The studies reported in Oregon were that 
they had this damage in infants of from six 
to eight months. We do not know what the 
long-term issue is. We do not know whether 
this type of damage will result further in 
deformities or make these people infertile. 
We just do not know what it will do.

Senator Thorvaldsen: This drug seems to 
be much more dangerous than narcotics such 
as heroin, is that right? Would you compare 
them as to their being a menace or danger?

Dr. Hardman: I think that, if one takes the 
risk-benefit ratio, the majority of narcotics 
have a role in medicine—in other words, 
there is a role. There is a social and a physi
cal danger to the individual who uses narcot
ics illegally or illicitly. With LSD there 
would appear to be now, from the evidence 
appearing, a social, a phychological and a 
physical danger in the use of LSD, and this 
does not appear to be compensated by any 
real medical use for it. All drugs are danger
ous. It is difficult to equate the danger. One 
has to say: “If I use a drug, it is dangerous, 
but how much benefit might a patient expect 
to receive from it?” Our evidence with LSD 
is that it is not a major breakthrough in 
medicine.

The Chairman: Doctor, would you com
pare, for instance, the immediate effects or 
results to a user of LSD as compared to a 
user of marijuana or heroin?

Dr. Hardman: Yes, sir. With all of those 
used illicitly, initially the danger is one of a

temporary escape from the problems the 
individual has at the time. Then he comes 
back and the problems are still there. In each 
of these cases the difficulty comes with 
repeated usage, where the person becomes 
psychologically dependent on the drug. In the 
case of narcotics he also becomes physically 
dependent on the drug. With the use of 
LSD or marijuana, however, he does not 
become physically dependent. By “physically 
dependent” I mean that he requires increas
ing dosage and when he stops using the drug 
then he has physical symptoms of 
withdrawal.

The additional problem with marijuana 
and LSD—more so with LSD than with 
marijuana—is the risk of psychological 
breakdown, psychotic behaviour resulting 
from the use in an unstable individual. And 
with all of these drugs there is a social prob
lem of the person under the influence of the 
drug injuring himself or someone in his 
environment.

Senator McDonald (Moosomin): I take it 
from your evidence that there is a great 
danger in the use of LSD even under con
trolled conditions?

Dr. Hardman: Yes, sir. This evidence 
appears to be developing. We have had 
reports from the Ontario hospital system, and 
from Edmonton, that psychiatrists are sus
pending the investigation of LSD in their 
practice until the genetic picture is further 
clarified. At least two clinical investigators 
have been concerned by the reports in the 
laboratories.

Dr. Sullivan: Dr. Hardman referred to this 
latest publication which has come from the 
University of Toronto press. You asked a 
specific question, Mr. Chairman, in regard to 
those who might be susceptible to this drug. 
On page 11 of this book, “Lysergic Acid 
Diethylamide (LSD) in the Treatment of Al
coholism” by Smart, Storm, Baker and Sol- 
ursh, there appears this statement:

“ ... there are few complications when 
the drug is given to ‘normal’ subjects in 
the course of experimentation and most 
complications appear during therapeutic 
or non-medical use. The actual number 
of such complications is unknown at 
present—”

And this is my point—
“—but most of them appeared in pre- 
psychotic persons or in those with a 
family history of psychosis.”
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I intend later, with the permission of the 
Chairman, to put on the record the type of 
individual that is susceptible to the taking of 
this drug.

The Chairman: Could a healthy, stable, 
individual who uses LSD quit at any time 
without any ill effect?

Dr. Hardman: Yes, sir.

Senator Burchill: Is it used in the medical
profession? Is it prescribed?

Dr. Hardman: No, sir. The status of LSD in 
Canada is that it is permitted for limited 
clinical investigation by psychiatrists, in 
institutions approved by the Minister of Na
tional Health and Welfare.

Senator Thorvaldson: You have had 
experience now for quite a few months, since 
this bill was previously before the Senate 
and before this committee. Would you indi
cate what experiences, if any, you have had 
in regard to the growth or increase in the use 
of this, or any things that have happened in 
the trafficking of the drug since that time?

Dr. Hardman: Might I defer that question 
to Inspector Macauley?

The Chairman: Inspector Macauley is here 
and he will develop that aspect.

Senator Molson: It has been reported in 
the newspapers that a practice has been 
developing of introducing a habit-forming 
drug into marijuana in some cases in order 
to get the innocent marijuana smoker gradu
ally addicted. I would like to ask the doctor

there is any indication that any such thing 
has been done with LSD?

Dr. Hardman: Not to my knowledge, sir. 
The administration of LSD is usually in a 
liquid form. Perhaps Inspector Macauley will 
sPeak of this later, but the report was of the 
Use of heroin in marijuana, because one of 
the forms of using heroin commonly in the 
Orient is to smoke it, and I have no direct 
knowledge that this has taken place. Perhaps 
the inspector has. I have no reports of cross
contamination with narcotics into LSD.

Senator Molson: I would like to ask one 
other question. In some of the articles that 
have been written there is quite frequent 
mention of the fact that the LSD that is so 
often obtained surreptitiously by young peo
ple is not pure. Have we any ideas of the 
Possibilities of damage to the individual from

the impurities that may be in this type of 
LSD that they obtain.

Dr. Hardman: No, sir. We have no control 
studies of this. In the preparation of LSD 
illicitly, from the reports that have come to 
us from the United States, the actual active 
ingredient is about 10 per cent of the materi
al present. The contaminants that are present 
have not been characterized completely and 
there have been no toxological studies car
ried out on it to my knowledge.

The procuring of this type of material for 
scientific investigation is difficult, because it 
will vary from one illicit batch to the next. 
You just do not get enough to carry out 
controlled studies.

Senator Molson: You would suspect, then, 
that from batch to batch the contaminants or 
the other elements would be different.

Dr. Hardman: This is quite possible, sir. I 
can only quote the opinion of a doctor in 
Saskatchewan, Dr. Iioffer, who had been in 
closer contact with actual illicit users than 
myself. He felt that perhaps some of the 
adverse psychological reactions he encoun
tered might be attributed to the contami
nants. I am only quoting his opinion, sir.

The Chairman: Do the contaminants occur 
when you are seeking to get this drug LSD, 
or are they added by way of diluting?

Dr. Hardman: No. Generally, sir, they are 
part of the chemical process.

The Chairman: Oh, I see.

Dr. Hardman: They are contaminants 
resulting from the chemical process that pro
duces the LSD but which are not removed. 
In other words, the drug is not purified 
subsequently.

The Chairman: I see. Have you any other 
questions to ask Dr. Hardman? Thank you, 
doctor. Shall we hear Inspector Macauley 
now? Inspector, would you bring us up to 
date on your experiences since we had the 
pleasure of hearing you last April?

Inspector J. A. Macauley, Criminal Inves
tigation Branch, Royal Canadian Mounted Po
lice: Thank you, sir. Ladies and gentlemen, 
from the enforcement point of view there has 
been very little change in the situation so far 
as LSD is concerned since our last meeting 
here in April of this year. We are still 
encountering LSD in the street in connection 
with other investigations. We have found a
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number of persons in possession of LSD. 
Also, in our undercover investigations to do 
with other narcotics, our undercover men 
have been able to make purchases of LSD 
from the illicit sources.

Senator Thorvaldsen: You say they have 
been unable?

Mr. Macauley: They have been able to.

Senator Pearson: Is there any particular 
age of people peddling this stuff?

Mr. Macauley: Yes, in the early twenties, 
sir.

Senator Pearson: In the early twenties, I 
see.

Senator McDonald (Moosomin): You say
your undercover agents have been able to 
make purchases. Are they from the people 
who are normally associated with the ped
dling of other drugs, narcotics?

Mr. Macauley: That is correct, sir. Our 
undercover investigators are primarily con
cerned with other narcotics, the hard narcot
ics and marijuana, and through these con
tacts they find LSD has entered the stream.

Senator McDonald (Moosomin): It is much 
the same people.

Mr. Macauley: That is correct, sir.

Senator Thorvaldson: I am still at a loss, 
Inspector Macauley, as to why—and I raised 
this subject the last time you were before 
us—this legislation is not handled under the 
Narcotics Act rather than under the Food 
and Drugs Act. I think a reason was given, 
but would you restate that, or have you 
found since that there are different reasons 
perhaps for now bringing this under the Nar
cotics Act?

Mr. Macauley: So far as our department is 
concerned, sir, I cannot answer that question.

The Chairman: You are not in adminis
tration.

Mr. Macauley: We are in the enforcement 
end of it, sir.

Senator Thorvaldson: You are in the 
enforcement end under the Food and Drugs 
Act.

Mr. Macauley: Under the Food and Drugs 
Act and the Narcotics Act.

Senator Thorvaldson: And the Narcotics 
Act?

The Chairman: Oh, yes.
Mr. Macauley: Yes, sir, that is correct.

Senator Fergusson: May I ask in what
form the LSD is purchased by your under
cover agents?

Mr. Macauley: It is mostly in sugar cubes 
—there is a drop of liquid placed on a sugar 
cube—but it can be in capsule form as a 
powder.

Senator Fergusson: How do you determine 
it is there? By analysis?

Mr. Macauley: Our investigators, over a 
period of time, have come to recognize situa
tions. If a person has these sugar cubes 
wrapped in a certain way or in a certain 
storage place in a residence or, if commonly 
walking along the street, he has them 
wrapped in silver paper in his pocket, then 
these are all telltale marks to our 
investigators.

Senator Thorvaldson: From your experi
ence in your work during the last few 
months, what would you say that your 
inspectors do when they come into contact 
with these situations? Have they any power 
to arrest a person or seize him under any 
present legislation, or are you waiting for 
this bill to be passed?

Mr. Macauley: In cases where there is an 
offer for sale and members have been able to 
purchase, prosecution is entered; where there 
is straight possession, we have no authority.

Senator Thorvaldson: But under what Act 
do you have authority now in the case of the 
sale or trafficking?

Mr. Macauley: The Food and Drugs Act.

Senator Thorvaldson: I see.

Senator Gershaw: Inspector Macauley, 
where do the young people who use this drug 
obtain it? What is their source? Where does 
it come from?

Mr. Macauley: That is a difficult question 
to answer, sir. We have never been able to 
get to the source here in Canada.

Senator Molson: Mr. Chairman, there is a 
current article in the Saturday Evening Post 
on the Mafia in England that is quite inter
esting. In the course of that article it men-
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tiens that the Mafia are moving into the 
manufacture and distribution of LSD. I 
would like to ask the inspector if he thinks 
that has any credence so far as the experi
ence in the force is concerned.

Mr. Macauley: There is no indication of it 
at the present time, sir, but, if there is a 
Profit involved, 1 see no reason why they 
would not move in.

The Chairman: Are there any other ques
tions you want to ask the inspector. Inspec
tor, would you say from your experience, 
since you were before us last, that the 
volume of users is increasing?

Mr. Macauley: I would say it is fairly 
constant, sir.

The Chairman: By the addition of new 
People or repeaters?

Mr. Macauley: There are new people being 
involved in this all the time.

The Chairman: This is something that you 
can move in and out of, is it not? It is not 
habit forming in the same way as heroin, for 
instance?

Mr. Macauley: That is my understanding. 
There is a difference between LSD and 
heroin.

Senator Thorvaldsen: For what period of 
Tears has LSD been a known menace?

Mr. Macauley: It first came to our attention 
to any extent about 1963 or early 1964. That 
is just a guess.

Senator Baird: And you do not know the 
source or supply?

Mr. Macauley: As I say, sir, we have not 
reached the source of supply here in Canada.

Senator Thorvaldson: You have not discov
ered any place where it is manufactured in 
Canada illegally?

Mr. Macauley: Not in Canada, no.

The Chairman: Are there any other 
questions?

Senator Isnor: In what sections of Canada 
have you found violations of this Act?

Mr. Macauley: Right across Canada: in 
Vancouver, on the Prairies, in Toronto and in 
Montreal. It takes in, I would say, from 
Montreal right to Victoria.

Senator Fergusson: Is it found in the At
lantic provinces at all?

Mr. Macauley: Very, very little, if any. I 
cannot think of any offhand.

Senator Gershaw: How long does the effect 
last after a person has taken LDS? How long 
does it stay in the system or how long does it 
last?

Mr. Macauley: This is another question 
which I cannot answer.

The Chairman: Perhaps Dr. Hardman 
could answer that. How long would you say 
that you find evidence of the use of this in 
the system after it has been taken, Dr. 
Hardman?

Dr. Hardman: One of the difficulties is that 
you can only detect it chemically in the sys
tem within less than 30 minutes after its 
administration. However, the effects may go 
on. They begin in one to two hours. They 
usually last up to 12 hours. They may go on 
for a period of time and then recur at a later 
date. But you cannot detect it as you could 
alcohol by any physical or chemical method 
in the body for 30 minutes after 
administration.

Senator Beaubien (Bedford): Inspector, 
have you read Bill S-21?

Mr. Macauley: No, I haven’t. I don’t have a 
copy.

Senator Beaubien (Bedford): Would it not 
be important for Inspector Macauley to read 
this bill, Mr. Chairman? Would that not be a 
help?

The Chairman: He indicated that at the 
present time they can arrest a person who is 
offering for sale, but they cannot arrest any 
person and charge him for being in posses
sion. This bill makes possession an offence.

Senator Beaubien (Bedford): It seems to 
me very important that the bill should be 
read by the people who will be trying to 
enforce this. Should they not be consulted 
and asked to tell us what they think about 
it?

Senator McDonald (Moosomin): I presume 
the Department of Justice had a good deal to 
do with the drafting of this bill, and while I 
understand that Inspector Macauley might 
not have been consulted I would be very 
surprised if there were not other persons 
engaged in law enforcement who were con
sulted on this.
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The Chairman: I just told the Inspector 
that this is the same bill as we had before us 
last time.

Mr. Macauley: I did not have a copy this 
morning, but I did have a copy at the last 
appearance here in April of this year.

Senator Beaubien (Bedford): Your depart
ment is satisfied that this is what you want?

Mr. Macauley: That is correct, sir.

The Chairman: Senator Sullivan, you had 
a statement you wanted to make.

Senator Sullivan: Mr. Chairman, honoura
ble senators, I have spoken on this bill on 
two different occasions, and as a result of my 
last talk a number of senators have said to 
me, “Dr. Sullivan, is there any particular 
type of individual that is susceptible to the 
taking of this drug?” Now, I may say that in 
two addresses—and I spoke strictly from a 
medical point of view—I did not include that. 
I have been vitally interested in this problem 
because many of these cases have been seen 
in connection with auditory hallucinations; 
that is, disturbances in the ear and ringing in 
the ears, and so forth. I discussed this over 
the weekend with my colleague, Dr. Henry 
Berry, Research Fellow in Neuro-Psychiatry, 
St. Michael’s Hospital, Toronto. We came up 
with a statement which, with the permission 
of the chairman, I should like to put on the 
record. It is as follows:

There is no adequate scientific study 
of the possible factors, psychological, cul
tural, etc., that may be responsible for 
the increasing use of LSD.

One cannot single out a certain per
sonality type that will lead to LSD 
experimentation.

Speaking more generally, with these 
reservations in mind, the following state
ments could be made:

1. The users are usually within the 
adolescent and early adult age group.

2. They are different family back
grounds but often the conventional
ly satisfactory middle class back
ground and family life, is noted.

3. The use appears part of the 
experimentation of youth, often related 
to a yearning for novelty, excitement, 
a heightened artistic, religious, or 
other mystical experience. The person 
of poetic, literary, dramatic or other 
creative aspirations may take the drug

in an attempt to improve his creative 
abilities.

4. The wide discussion and public inter
est generated by journalists, televi
sion and film media appear to have 
played a role. Huxley in the “Doors of 
Perception”, stated O’Leary and others 
have in some way given this drug a 
respectability for the person of artistic 
and religious feeling.

5. The relative ease with which the 
drug can be obtained, albeit illegal
ly, has also contributed to its use.
There is no indication that psychiatric 

treatment or counselling is of any value 
in preventing the use of this drug or in 
causing the practice to be discontinued 
by those who use it more or less regular
ly. Psychiatric treatment, however, usu
ally of an institutional type, is required 
in those cases where panic states or 
frank mental illness results from the use 
of the drug.

I think we could say that is a summation 
of the medical and scientific knowledge of 
today in respect to the type of individual that 
is most likely to take this drug, and as I have 
stated before this is a medical problem, in 
my humble opinion, and not a legal one.

The Chairman: Since there is a reference 
in the course of the inspector’s evidence to 
the present law and so that there may be a 
statement as to what it is at the present time, 
section 14A of the Food and Drugs Act pro
vides that no person shall sell any drug pre
scribed in Schedule H. One of the drugs 
prescribed in Schedule H is LSD. There is 
the authority and the limit of authority which 
the lav/ enforcement officers have at the 
present time. This bill does create the offence 
of possession which does not exist under the 
present law, and we find that in the proposed 
section 40 of the bill before us.

Senator Smith (Queens-Shelburne) : Is not 
the legislation strengthened by making it an 
offence to traffic within the full meaning of 
the word “traffic”? I understand that under 
present legislation the R.C.M.P. have to deal 
with selling and not with trafficking.

The Chairman: Then you get into the dis
tinction as to whether “trafficking” is a 
broader word or a more restrictive word than 
“selling”. Could you have selling that is not 
trafficking?
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Senator Smith (Queens-Shelburne): Well,
trafficking could include transporting, which 
selling might not.

The Chairman: I think trafficking is the 
broader word, and is one that is well known 
in our drug laws. The only difference here is 
that if you are charged for a violation under 
section 40, subsection 2, which makes posses
sion an offence, then there is a trial to deter
mine whether you are in possession or not, 
and if you are found to be in possession then 
the onus is on you to establish that you are 
not in possession for the purpose of 
trafficking.

This is strengthening the law; there is no 
doubt about it. It is flying in the face of some 
concepts we have about a person being inno
cent until he is proven guilty, but we are told 
that the end here would appear to justify the 
means.

Senator McDonald (Moosomin): In view of 
your final statement, Mr. Chairman, may I 
ask this question? Is the wording here not 
the same as it is with regard to the posses
sion of dynamite or explosives?

The Chairman: Frankly, without looking it 
up, I could not tell you. It would be in the 
Criminal Code.

Senator McDonald (Moosomin): It is my
understanding that it is the same wording as 
the section in the Criminal Code dealing with 
explosives.

The Chairman: Do not misunderstand me. 
I was just making a statement as to what the 
effect of the bill was. I was not expressing a 
view against this provision of the bill.

Senator Burchill: Mr. Chairman, we went 
all through this bill in April, did we not?

The Chairman: That is right.

Senator Burchill: Are there any changes in 
this bill compared to the one we considered 
in April?

The Chairman: The only change, I believe, 
is that we added during the committee stage 
a provision with respect to promotion.

Senator Burchill: Is that contained in this 
bill?

The Chairman: No.

Senator McDonald (Moosomin): There is a 
change in section 44, Mr. Chairman.

The Chairman: I think it is only a techni
cal change to do with the certificate of the 
analyst.

Senator McDonald (Moosomin): Yes.
The Chairman: But, by and large, if you 

consider what we did in committee last time 
and forget that addition, the bill is, to all 
intents and purposes, the same as the one we 
had before us last time. Would the committee 
care to have any discussion on this other 
aspect? Senator Molson, have you anything 
you want to put forward in relation to the 
amendment made last time which is not 
incorporated in this bill?

Senator Molson: I somehow found myself 
the “godfather” of that amendment last time, 
I am not quite sure how, but the fact does 
remain that this bill provides penalties for 
and the means of prosecution of those who 
traffic and those who use the drug or are in 
possession of it. But, as I suggested last 
spring in committee, in my personal opinion 
and, I think, that of some other senators, the 
individual who is far more anti-social and 
far more harmful is the one who promotes 
the use by the young of this or any other 
harmful drug. We seem to let that individual 
completely off. We tried to put this amend
ment in about promotion, and we had this 
extreme attitude from some of the press that 
we were trying to muzzle the press or the 
news media, which, of course, was never the 
intention of this committee nor myself. In 
fact, I think the Senate and its commit
tees have shown the greatest desire to pre
serve all the freedoms of the individual and 
of the press, but I think that we should give 
very careful further consideration to whether 
we cannot control these people who stand 
up and freely advocate the use of LSD, 
amongst other things, and put them in a 
position in which they cannot do this without 
committing an offence.

Quite frankly, I was surprised at the reac
tion to our proposed amendment last time, 
because I think it is generally considered 
anti-social to advocate murder or rape or any 
other offence of that sort, and yet this is 
freely discussed at all times in the press and 
on the radio and television. Quite honestly, I 
cannot see any reason why in aiming at the 
individual who promotes we should, in any 
way, limit the freedom of expression on the 
general subject. It seems to me it would be 
no different from preventing someone going 
around and inciting a riot, which, as I under
stand it, is an offence.
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So I think we ought to consider an 
amendment to the bill, being careful not to, 
in any sense, limit the freedom of expression, 
the freedom of the press or news media, but 
making it an offence to recommend or to 
incite others to traffic or use improperly LSD.

The Chairman: The difficulty, senator, I 
think arose over the meaning of the word 
“promote”. It may be the use of the word 
“promote” was wrong in the circumstances. I 
note that today in your explanation you speak 
about “encouraging the use” or “advocating 
the use”. This is the sense in which “inciting 
to riot” would become an offence.

Senator Molson: Mr. Chairman, to try to 
bring it to a head and have it put on the 
table, I have a draft of a proposed amend
ment to section 41, in clause 2. I say here that 
I do not think the wording is perfect, but it 
will bring it before us for discussion. I would 
move:

That section 41, of clause 2 be amend
ed by adding thereto the following 
subsections:

(4) No person shall act or profess to 
act as the leader or as one of the 
leaders of any cult or other group of 
persons advocating trafficking or im
proper use of a restricted drug;

(5) Every person who violates sub
section (4) is guilty of an offence and 
is liable, upon summary conviction,...

—and here I think it is out of my field. I 
think the penalty should probably be the 
same as that for possession, which to my 
mind is a lesser offence. In fact, it seems to 
me that, if anything, the penalties for posses
sion are rather harsh, and I think promotion 
is a little more serious an offence. I would 
rather see the person advocating it receive a 
severer penalty than some youngster who is 
caught for the first time.

The Chairman: One thing that strikes me 
right away is the use of the word “leader” 
—whether it should not be broader and 
should say, “the leader, or one of the leaders, 
or a member of... ”

Senator Molson: This is open to discussion, 
Mr. Chairman. I have no strong views on it. I 
just feel we should try to get at these people 
who gather the young around them, who 
make this thing fashionable and would lead 
your grandchildren or my children or grand
children, or whatever it may be, to the use of

this drug where normally they would not do 
so.

The Chairman: Very often when you are 
trying to accomplish a good purpose, sitting 
right here in committee you have not the 
time to settle on the language to achieve the 
best result. You may end up by producing 
something and enacting it that is less than 
desirable because it has too many fringes 
that can create problems. That might have 
been the cause of the difficulties in the use of 
the word “promote” the last time the bill was 
before us.

Senator McDonald (Moosomin): It is too
widespread?

The Chairman: That is right. I was won
dering if we could appoint a subcommittee to 
study the language of this proposed amend
ment and report back to this committee. The 
subcommittee might work in conjunction 
with Mr. McCarthy, the legal counsel for the 
Department of National Health and Welfare, 
and a representative from the Department of 
Justice. We would not need to take very long 
about it. We would certainly be ready for the 
next meeting of this committee. Is that satis
factory? It is important, I think, that this bill 
leaves our hands as quickly as possible and 
goes to the House of Commons, and becomes 
the law of the land.

Hon. Senators: Agreed.
The Chairman: Then, subject to such 

amendment as may be brought in by the 
subcommittee, do we otherwise approve of 
the form and content of the bill? I ask this so 
that we do not have to come back and dis
cuss it.

Hon. Senators: Agreed.
The Chairman: I think Senator Molson 

should certainly be a member of the 
subcommittee.

Senator Molson: The subcommittee should 
be composed of our legal talent.

Senator Smith (Queens-Shelburne): There 
should be somebody to keep the subcommit
tee in line.

The Chairman: It should be composed of 
four or five members of this committee.

Senator MacKenzie: Mr. Chairman, on a 
point of information, did the House of Com
mons turn this bill down or did the bill die 
on the Order Paper?

The Chairman: I think it died on the Order 
Paper of the House of Commons. I do not 
know whether it can be said that that was
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intended, but in any event it died at the end 
of the session.

Senator MacKenzie: Was there evidence of 
opposition to it in the House of Commons?

Mr. E. Russell Hopkins, Law Clerk and 
Parliamentary Counsel, the Senate: It did not
reach the House of Commons. It was not 
given third reading in the Senate. It died on 
our Order Paper at the close of the session.

Senator Sullivan: May I interrupt for just 
a moment, Mr. Chairman?

The Chairman: Yes.
Senator Sullivan: Senator Walker spoke to 

you last spring about the legal aspects of this 
as well.

The Chairman: Yes. I think the subcom
mittee should be made up of Senator Walker, 
Senator Thorvaldson...

Senator Pearson: And yourself, Mr. 
Chairman.

The Chairman: Very well—and Senator 
Molson. We must have somebody outside the 
law. I mean that in the nice sense of the 
phrase.

Senator Molson: I will not comment.
The Chairman: Senator Croll has taken 

some interest in this, so perhaps he should be 
a member of the subcommittee. If it is 
agreed, there will be that subcommittee of 
five members of this committee, which will 
go to work on it right away.

Hon. Senators: Agreed.
Senator Molson: Would it be wise to ask 

our witnesses whether they have any feelings 
on the matter?

The Chairman: Yes, let us have the view 
of Mr. McCarthy, the legal adviser to the 
department.

Mr. J. D. McCarthy, legal adviser, depart
ment of National Health and Welfare: Mr.
Chairman, I take it Senator Molson is refer
ring to your suggested amendment—or, is it 
the former idea?

Senator Molson: The former one.
The Chairman: First of all, let us take the 

former one.
Mr. McCarthy: Well, on the former amend

ment which, it has been said, has disap
peared—of course, I am not in a position to 
say why it has disappeared, but I can say 
that during the months since this was before

this committee the last time there has been a 
great deal of discussion and consideration 
given to the possibility of adding to this 
legislation a provision such as the senator 
has suggested. The difficulties from the 
standpoint of drafting, and the basic consti
tutional standpoint, seemed so tremendous as 
to be impossible to overcome. We got into all 
sorts of areas; not just the question of the 
freedom of the press, which is really a minor 
difficulty. We had to consider what we meant 
by “promotion”.

When I was here before I intimated that it 
would probably be necessary to introduce a 
definition of “promotion” into this bill, and 
this has become, in our view, almost impossi
ble for the reason that even the scientific 
treatment of the subject, for instance, seemed 
to exhort us to stay clear of this thing entire
ly. The publicity effect might be a promotion 
in one sense. This is why the general idea of 
trying to legislate in connection with “promo
tion” per se would be pretty difficult.

The Chairman: I am thinking out loud but 
what that means is that the word “promo
tion” is the wrong word.

Mr. McCarthy: Perhaps.
The Chairman: But, there are many other 

words in the English language. Perhaps we 
can find one or two others.

Mr. McCarthy: Then, of course, with 
respect to the new suggestion which will be 
considered by the subcommittee that is being 
formed, I can only say that after examination 
it is possible that this too may be found to be 
not completely appropriate. We appreciate 
fully Senator Molson’s views—at least, I 
do—and I am trying to see how they can be 
implemented for the purpose you suggest.

Senator Molson: Would you not agree that 
the individual who engages in promotion 
should be more of a worry to us in the 
country than the individual who gets caught 
up in the odd LSD trip?

Mr. McCarthy: Certainly, the person who 
promotes it is the sort of person we would 
hope to be able to control, but the same thing 
applies to some other offences. There are, of 
course, provisions against aiding and abet
ting, and that sort of thing.

The point I am trying to make is that in 
this instance only, and in connection with 
this particular drug, we are attempting to 
define a new offence. It may be possible to do 
so, and so get over this fringe area of persons
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who are really pushing this thing, and who 
are not merely traffickers.

Senator Molson: Is not inciting to commit a 
crime an offence?

Mr. McCarthy: Yes, it is, and probably we 
do not need some specific legislation for this 
particular offence.

The Chairman: And conspiracy to violate 
any criminal law is an offence, so you have 
those elements now.

Senator Molson: We have those elements, 
except that I think one would be led to 
believe that the use of those particular ele
ments in respect of this Act is not so easy. 
The laying of such a charge is not a common 
occurrence.

Senator Smith (Queens-Shelburne): Do I
take it then, Mr. Chairman, that the witness 
believes, along with Senator Molson and a 
great many of us, that we want a search 
made in order to find a way of preventing a 
whole group of Tim Learys growing up in 
this country? If that is so, are you not telling 
us, having had all of the summer to think 
over the problem, that you cannot come up 
with a legal way of dealing with future Tim 
Learys?

The Chairman: No, I do not think he went 
that far.

Mr. McCarthy: May be I am wrong.

The Chairman: I think he went so far as to 
say that the word “promote” was not a word 
that we can use because of the extensive 
meanings that are given to it. I do not think 
there is such a shortage of words in the 
English language that we cannot find an 
appropriate one, once we are clear as to 
what we want to do. I suggest that we have 
a good try.

Senator Smith (Queens-Shelburne): Mr.
Chairman, I would think that the mere fact 
that there is no mention in this bill of any
thing that attempts to do what Senator Mol
son and I and others would like to have done 
indicates that they cannot find a word...

The Chairman: They are leaving it up to 
us, and we will try to find one.

Senator Kinley: Mr. Chairman, could idle 
talk be considered promotion?

The Chairman: I think we are agreed that 
“promotion” is not the word we are looking 
for. There must be another word that 
describes what we want to do, and we will 
find it. Is it agreed that we adjourn further 
consideration of this bill?

Senator McDonald (Moosomin): I so move, 
Mr. Chairman.

The committee then proceeded to the next 
order of business.
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ORDER OF REFERENCE
Extract from the Minutes of the Proceedings of the Senate, Thursday, 

November 2nd, 1967:
“Pursuant to the Order of the Day, the Senate resumed the debate 

on the motion of the Honourable Senator Connolly, P.C., seconded by 
the Honourable Senator Deschatelets, P.C., for second reading of the 
Bill S-18, intituled: “An Act to amend the Publication of Statutes Act”.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.
The Bill was then read the second time.
The Honourable Senator Connolly, P.C., moved, seconded by the 

Honourable Senator Bourget, P.C., that the Bill be referred to the Stand
ing Committee on Banking and Commerce.

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

J. F. MacNEILL, 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Wednesday, November 8th, 1967.

(10)

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

Present: The Honourable Senators Hayden (Chairman), Aseltine, Baird, 
Beaubien (Bedford), Benidickson, Blois, Burchill, Croll, Fergusson, Gershaw, 
Irvine, Isnor, Kinley, MacKenzie, McDonald, Molson, Pearson, Smith (Queens- 
Shelhurne), Thorvaldson and Walker.— (20)

Present: but not of the Committee: Honourable Senator Sullivan.

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

On motion of the Honourable Senator Baird it was Resolved to report, 
recommending that authority be granted for the printing of 800 copies in Eng
lish and 300 copies in French of the proceedings of the Committee on Bill S-18.

Bill S-18, “An Act to amend the Publication of Statutes Act”, was read 
and considered.

The following witness was heard:
Department of Justice: J. W. Ryan, Director, Legislation Section.
The questions having gone beyond the Bill into matters of policy, Mr. 

Ryan was excused and it was agreed that further consideration of the said Bill 
be adjourned until the Minister of Justice was available for questioning.

At 11.10 a.m. the Committee adjourned to the call of the Chairman.

Attest:
Frank A. Jackson,

Clerk of the Committee.
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THE SENATE

STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, November 8, 1967.

The Standing Committee on Banking and 
Commerce, to which was referred Bill S-18, 
to amend the Publication of Statutes Act, met 
this day at 10.45 a.m. to give consideration to 
the bill.

Senator Salter A. Hayden in the Chair.

The Chairman: Honourable senators, as 
Bill S-18 originates in the Senate I think we 
should have a verbatim report. May I have 
the usual motion?

The committee agreed that a verbatim 
report be made of the committee’s pro
ceedings on the bill.

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

The Chairman: We have Mr. J. W. Ryan of 
the Department of Justice here. Mr. Ryan, 
would you explain briefly the scope and pur
pose of this bill.

Mr. J. W. Ryan, Director, Legislation Sec
tion, Department of Justice: Mr. Chairman 
and honourable senators, the short purpose 
of this bill is set out in the explanatory note. 
By way of extension of that I should explain 
that the provision to which we wish the 
amendment made is section 11. Section 10 is 
an incidental or ancillary amendment to sec
tion 11.

Section 11 was in its origin in 1867, by 
chapter 1, the Interpretation Act, a direction 
to printers, and the language was printers’ 
language. In the original section they used 
picas and points, and even ems. Subsequent
ly, in 1925 the provision was changed and 
gave terms translated into inches, as we now 
have it in our statutes.

The Statute Revision Commission is study
ing the statutes, and under the act, chapter 
48, 1964-1965, they may prescribe a form that

they consider desirable for the statutes. In 
reviewing the possibility of the Statute Revi
sion Commission coming out with a form of 
statutes which differs from the annual stat
utes, it was thought desirable that the direc
tion under section 11 be made more flexible 
so that if it were necessary the Governor in 
Council could prescribe a form which would 
permit the annual statutes to correspond with 
whatever form the commission came out 
with. That is the simple purpose of the 
amendment.

The Chairman: Senator Walker, you are 
interested in this. Have you anything you 
want to ask the witness or that you would 
like to say at this time?

Senator Walker: I should like to ask a few 
questions. As I understand it, we now have 
the Revised Statutes of Canada in either 
French or English, whichever you prefer. Is 
that correct?

Mr. Ryan: They are in both forms, in sepa
rate volumes.

Senator Walker: I understand that under 
this Act we will not be able to get the stat
utes in English only. Is that so?

Mr. Ryan: Not by the effect of the amend
ment. By whatever direction or decision is 
made pursuant to that amendment 
subsequently.

Senator Walker: Subsection (1) of section 
11 says:

Subject to this section, the statutes 
shall be printed in the English and 
French languages in such form, on such 
paper and in such type... as the Gov
ernor in Council may prescribe by 

regulation.

The Chairman: Senator, if you look at sub
section (3) you will see the answer supporting 
what you have said.

41
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Senator Walker: Exactly. Subsection (3) 
says:

The statutes of each session shall be 
bound, if practicable and convenient, in 
one volume.

Would that not be in French and English in 
one volume?

Mr. Ryan: As I read that, if the statutes 
came out in English and French, as they will, 
and they were not combined in any form in 
the annual statutes, then I suggest it would 
not be practicable and convenient to put 
them in one volume; the volume would be 
much too large. We do not read it as restrict
ing it to bilingual—if I could use that expres
sion—annual statutes.

Senator Walker: Nevertheless, whatever is 
printed will have on one page English and on 
one page French.

Mr. Ryan: Not necessarily. This would be 
to anticipate.

The Chairman: Senator Walker, if you 
look at, for instance, the Quebec Statutes at 
the present time you will find a line down 
the centre of the page, on the left-hand side 
of which you have the French version and on 
the right-hand side the English, on the same 
page.

Senator Walker: Is that what you propose 
to do here?

The Chairman: That is what I am 
wondering.

Mr. Ryan: I cannot, of course, anticipate 
the final report of the commission, but at the 
moment the commission is considering the 
Quebec method, if I may use that expression. 
May I explain that so far as the 
commission—

Senator Walker: Before you do that, could 
you tell us of what commission you are 
speaking?

Mr. Ryan: The Statute Revision Commis
sion. It examines bilingual areas where they 
issue statutes, in Europe and in Africa. The 
Irish, Swiss and South African are all 
officially bilingual or trilingual. The South 
African method is to have one language on 
one page and the other language on the other 
page. This we call the facing version. The 
Swiss use what we call the Canada version 
at the moment, which is separate volumes for 
their three languages. The Irish use the 
South African method, the facing pages.

The method the commission appeared to 
favour at the moment is the Quebec one. 
They are not being chauvinistic. It is conven
ient; it does not extend the volume beyond a 
quarter, whereas the South African method 
doubles the number of volumes. It gives you 
a very extensive library for revision. It 
appears at the moment that the Quebec 
method may be the one adopted by the Stat
ute Revision Commission. If it is, it may be 
desirable to use the same method for the 
annual statutes, but the Publication of Stat
utes Act at the moment inhibits that decision 
and the amendment is being sought for that 
purpose.

Senator Walker: That is why you want the 
amendment?

Mr. Ryan: That is right.

Senator Walker: If on the same page you 
have French on one side and English on the 
other, would that not take up double the 
space of having one volume in French and 
another volume in English?

The Chairman: There might be a 50 per 
cent increase.

Mr. Ryan: May I answer that?

The Chairman: Yes, certainly.

Mr. Ryan: Our information—and, of 
course, we take this from Quebec and from 
our printer’s estimates—is that the increase 
by this method would be one quarter, or 25 
per cent.

Senator Walker: How could that possibly 
be. That is your information, but I have seen 
the statutes and there are six volumes now, 
which take up a lot of space in an ordinary 
lawyer’s office, in English.

Mr. Ryan: There are actually 12 volumes, 
sir.

Senator Walker: I was saying in English.

Mr. Ryan: Six volumes in English and six 
in French.

Senator Walker: I am speaking of the Eng
lish at the moment. If there are six volumes 
in English and the two of them are combined 
so that we cannot buy our statutes either in 
English or in French, we must buy them 
combined, how can you boil down 12 
volumes—

Mr. Ryan: Well, senator—
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Senator Walker: Do not jump the gun. It is 
very kind of you, I know, to try to help, but 
how can you boil it down to volumes by 
printing in French and English in the same 
volumes? How can you do that?

Mr. Ryan: If we use the conventional type 
size in the first instance, which is 10 point, 
agreed upon by the Uniformity Conference a 
number of years ago—we now use 11 point 
in our statutes—we have a saving on type 
print size. If we use a technique developed in 
the provinces, of putting schedules and forms 
in a small-sized type—we have a considera
ble number of pages and schedules in our 
statutes—and then enlarge our page slightly 
and our volume slightly, it is estimated for us 
that the increase will be 25 per cent, 
approximately.

Senator Walker: That is because you 
changed the type of your printing. I am 
suggesting to you that, if you leave the print
ing the way it is at the present time, with the 
same type and the same layout, it will be 
twelve instead of six. That is, if you leave it 
the same as it is at present.

Mr. Ryan: We could not use it the same as 
it is at the present time, because it spreads 
too wide over the page. We have to narrow 
the width of the print.

Senator Walker: Quite so, but supposing 
that you did leave it the same—it would be 
twice as wide? Or supposing you did print 
the English separate and French separate, on 
this new type of printing you are suggesting, 
you could greatly reduce the volume in Eng
lish and greatly reduce the volume in 
French, if you reduced the size of the print?

Mr. Ryan: You could. Even if you leave 
the Canada method in use, you could reduce 
the size of the volume by using a different 
size print for the schedules and reducing the 
size—

Senator Walker: In other words, by reduc
ing the size of the print you could reduce the 
size of the volume, but if you print English 
and French together you are almost doubling 
the size of the printing?

Mr. Ryan: Not if we use the two-column 
Width. This has been worked out for us.

Senator Walker: That is because of the 
new method of printing. We all agree you are 
going to reduce the size of the printing. Still, 
18 not the French wording the same as the 
English, in the space it occupies?

Mr. Ryan: Actually, it is a little longer in 
the French. You have to “cheat” pages— 
which is a printer’s term—to make the Eng
lish and French match.

Senator Walker: That is my understanding. 
Therefore, there are twice as many words to 
put in a volume, whatever size it is, than if 
you had the English version alone and the 
French version alone. Is that not common 
sense?

Mr. Ryan: This is what I had originally 
thought, that we would be into difficulties as 
to the number of volumes.

Senator Walker: We are not talking about 
that, but about the number of words printed.

Mr. Ryan: The number of printed words 
will be the same.

Senator Walker: All right, exactly. If you 
boil it down, you can boil it down in English 
and in French?

Mr. Ryan: You can reduce the size of the 
type in English and in French and compress 
things.

Senator Walker: Then why would you 
want to print the Revised Statutes of Canada 
in such a way that one has not any alterna
tive and one has to buy it in both French 
and English?

The Chairman: I am wondering if we are 
getting close to a question of policy.

Senator Walker: I wanted to know.

The Chairman: I wanted to stay away 
from that, because we should not ask this of 
the witness. If he is instructed that the stat
ute is to be drawn in such a form, that they 
considered all these various ways of dealing 
with it, then he is told to put the legislation 
in the form to do that. He might answer all 
the questions we may ask except that one as 
to why you consider that one way of doing it. 
I think that is a question of policy and we 
will have to get the Minister on that, surely.

Senator Walker: Then we want the Minis
ter. There are over 6,300 lawyers in Ontario 
and all of them were educated at Osgcode 
Hall in these statutes, and I doubt whether 
there are 100 lawyers in Ontario who are 
French Canadian. In all my experience at the 
Bar over thirty-six years, in the Supreme 
Court of Ontario and in the Supreme Court 
of Canada, I have never had occasion to look 
at the French version of the statutes. I am



44 Standing Committee

not an international lawyer or an interpro
vincial lawyer. I am wondering why we 
should increase this and be forced to buy 
twice as much printing in the Revised Stat
utes as we have done in the past. This is the 
question I would like answered. What is the 
advantage of it? How many lawyers across 
Canada, other than in Quebec, have need of 
the French version? In Manitoba there are a 
few hundred. There are none in Saskatche
wan, Alberta or British Columbia that I 
know of. There are some in New Brunswick, 
and of course there are many in Quebec. 
This being so, where is the advantage of 
this? How does it help us as lawyers?

The Chairman: Senator, could I summarize 
this? If we apply all the savings that have 
been indicated—the savings through smaller 
print, a little larger page, and then the print
ing of the schedules in some fashion where 
they take up less room—and if you retain the 
French and English volumes separately, you 
would accomplish very substantial savings.

Senator Walker: That is it.

The Chairman: I doubt if the savings by 
printing on the divided page, French and 
English, would add anything more to it. If 
you are looking at it from the point of view 
of savings, you can still keep the French and 
English versions separately, and incur these 
economies, if that is what you are looking 
for.

Senator Walker: That is right. That is 
what I am looking for.

The Chairman: So that, as against doing 
that, the decision is to follow the divided 
page, and it is difficult to follow at the 
moment.

Senator Walker: Exactly. The main point 
is, are you going to apply it to our Revised 
Statutes of Canada, which are too cumber
some even now, instead of the way we now 
provide for both French and English?

Mr. Ryan: I would answer that, because of 
the report of the commission—

Senator Walker: We have no chance to 
decide that?

The Chairman: If we approve this bill in 
the form in which it is, that decision, which 
has not been made up to the present, might 
be made by the Governor in Council by 
regulation. It is beyond our reach then.

Senator Walker: That is a matter of great 
interest, in my opinion. This affects the Bar 
of Ontario who have their desks and shelves 
filled, as you know, Mr. Chairman, with all 
sorts of volumes of one kind and another. 
Then, to have this thing thrown on them, 
without any alternative—

The Chairman: There is a very simple 
addition of a few words that would accom
plish what you are seeking.

Senator Walker: Let us have it.

The Chairman: If you added the words “in 
separate volumes”. That is to say, that the 
statutes shall be printed in the English and 
French languages in separate volumes, in 
such form and such paper and such type, etc.

Senator Thorvaldson: Yes.

Senator Walker: I would move that.

The Chairman: What I would like to do— 
this is not a political controversy that we are 
starting.

Senator Walker: This is legal, purely legal. 
As far as the French are concerned, everyone 
who knows me knows my interest in them. 
We now have a French Canadian leader. But 
lawyers are surrounded by all sorts of 
volumes, and in my thirty-six years at the 
Bar we have never had to look at the French 
version. I have been at the Supreme Court of 
Ontario a great deal, as you know, and at the 
Supreme Court of Canada; and if I never 
had occasion to look at the French-Canadian 
version, why should I and 10,000 lawyers 
across Canada who do not speak and do not 
understand French and never have occasion 
to look at the volume, why should we have it 
imposed on us, as a necessity, having these in 
one volume with one column French and the 
other column English. In Quebec, fine! And 
in New Brunswick, fine! And if we ever have 
occasion that it should happen in Ontario, 
fine; but of 6,300 lawyers there are fewer 
than 100 French Canadians, and all of them 
are very fluent in English. We have in our 
library now the French version, which we 
can get at a moment’s notice. I would like to 
see an amendment, and if there is some good 
reason that I do not know of now, you can 
change it back to what it is at the present 
time.

The Chairman: I will tell you what I 
would suggest for your consideration. Before 
we lock this in with the additional words I 
mentioned, and then send the bill on, and
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possibly provoke some controversy, we 
should have the Minister here.

Senaior Walker: Very good.
The Chairman: I think that is the way to 

deal with it.
Senator Walker: I may be in the dark. I 

may be unreasonable in asking the question, 
if the present witness does not know the 
reason for this, or has no knowledge of poli
cy, and I presume he has not.

Mr. Ryan: Senator, one reason that comes 
to mind is the fact that, unless one has the 
two versions, one does not have the complete 
statutes; and many law offices in Canada do 
not have the complete statutes of Canada. As 
you know, both language versions are 
authentic and you may use one or the other 
in court to find a meaning of the statutes and 
this has been done as recently as October 5 
in the Supreme Court of Canada.

This would put the legal profession to the 
expense of acquiring two separate sets, one 
Which they may never use, in order to have a 
complete set of the statutes. In lieu of doing 
that, of course, they only have an incomplete 
set of statutes in most offices. I can cite you 
three cases.

Senator Walker: You say you have one 
case where they compared the two of them—

Mr. Ryan: Just as recent as—

Senator Walker: Just a moment. Do you 
mind allowing me to make my point. Occa
sionally, the comparison of the two comes up. 
Now, in every library there is a French ver
sion and an English version and it takes only 
five minutes to send out the steward to get a 
copy. Now, we are talking about the 6,300 
lawyers in Ontario and the 10,000 lawyers in 
Canada Who do not have to compare the two, 
but who, if they want to, can go to a library 
and get what they want in five minutes. Do 
you follow me? Now, what is the reason for 
it?

The Chairman: I have suggested that we 
hear the Minister. Is that agreeable with the 
committee?

Senator Walker: Fine.

The Chairman: Then we can adjourn con
sideration, with the request that the Minister 
attend. This is no reflection on this witness.

Senator Walker: Not a bit.

The Chairman: I just feel that we have got 
into an area where this witness should not be 
asked to answer.

The Witness: May I add one thing for the 
clarification of the committee? This bill 
relates only to the annual statutes. The 
Statutory Provisions Act itself does not 
inhibit the commission. This only goes to the 
annual statutes.

Senator Fergusson: Then all the discussion 
about the six and 12 is not really applicable?

Mr. Ryan: It is anticipating what may be 
done.

The Chairman: We would be setting quite 
a precedent.

Senator Walker: My friend says that, but 
that is not what the Leader of the Govern
ment said. He spoke of the Revised Statutes 
of Canada. Will this require, then, a further 
revision to make the Revised Statutes of 
Canada, in French and English, one volume?

Mr. Ryan: I beg your pardon, senator?
Senator Walker: You say that this particu

lar Act is applicable only to the annual 
statutes.

Mr. Ryan: That is correct.
Senator Walker: But is not applicable to 

the Revised Statutes of Canada.
Mr. Ryan: That is correct.

Senator Walker: Will you have to come up 
with another Act to amend that, or an 
amendment to this Act?

Mr. Ryan: No, sir. The commission has not 
gone to print yet. If there is a reason for 
them to reassess the Parliament’s point of 
view, as derived through this bill, they will 
probably look at what they are at the 
moment proposing.

Senaior Walker: You are not suggesting 
that they print the annual statutes, French 
on one part of the page and English on the 
other, and then print the Revised Statutes of 
Canada as they are?

The Chairman: No, he has not said that.
Senaior Walker: As they are at the present 

time?
The Chairman: No, he has not said that. 

But in the priority of things, the item that
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you are stopped at at the moment is the 
printing of the annual statutes. You know, 
and I have a strong feeling, too, that if you 
establish a precedent of the divided page in 
the annual statutes you are going to carry it 
through into the others.

Senator Walker: I have just one more 
question. Mr. Ryan, would you be good 
enough to tell us whether this policy has 
already been decided? You speak as if it has 
already been decided.

Mr. Ryan: The Statutory Revision Com
mission at the moment has indicated that 
they would put the revision out in the two

columns. This information, I believe, has 
been indicated to the Senate by Senator Con
nolly, if I am right.

Senator Walker: Yes, the leader. Yes, 
exactly. So that if we pass this bill it is a fait 
accompli, is it?

The Chairman: That is what you are going 
to get.

Senator Walker: Exactly.
The Chairman: Well, the committee 

adjourns to invite the Minister of Justice, Mr. 
Trudeau, to attend.

The committee adjourned.











Second Session—Twenty-seventh Parliament 

1967

THE SENATE OF CANADA
PROCEEDINGS 

OF THE
STANDING COMMITTEE ON

BANKING AND COMMERCE
The Honourable SALTER A. HAYDEN, Chairman

No. 10

Second and Final Proceedings on Bill S-18, 
intituled :

“An Act to amend the Publication of Statutes Act”.

WEDNESDAY, NOVEMBER 22nd, 1967

WITNESS:

Department of Justice: The Honourable P. E. Trudeau, Minister.

REPORT OF THE COMMITTEE

ROGER DUHAMEL, F.R.S.C.
QUEEN'S PRINTER AND CONTROLLER OF STATIONERY 

OTTAWA, 1967
27229—1



THE STANDING COMMITTEE ON BANKING AND COMMERCE 

The Honourable Salter A. Hayden, Chairman 

The Honourable Senators:

Aird
Aseltine
Baird
Beaubien (Bedford)
Beaubien (Provencher)
Benidiekson
Blois
Bourget
Burchill
Choquette
Cook
Croll
Dessureault
Everett
Farris
Fergusson

Gélinas
Gershaw
Gouin
Haig
Hayden
Irvine
Isnor
Kinley
Lang
Leonard
Macdonald (Cape Breton)
Macdonald (Brantford)
MacKenzie
Macnaughton
McCutcheon
McDonald

Molson
O’Leary (Carleton) 
Paterson 
Pearson 
Pouliot 
Power 
Rattenbury 
Roebuck 
Smith (Queens- 

Shelburne) 
Thorvaldson 
Vaillancourt 
Vien 
Walker 
White
Willis—(47).

Ex officio members: Flynn and Connolly (Ottawa West).

(Quorum 9)



ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Thursday, 
November 2nd, 1967:

“Pursuant to the Order of the Day, the Senate resumed the debate 
on the motion of the Honourable Senator Connolly, P.C., seconded by 
the Honourable Senator Deschatelets, P.C., for second reading of the 
Bill S-18, intituled: “An Act to amend the Publication of Statutes Act”.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.
The Bill was then read the second time.
The Honourable Senator Connolly, P.C., moved, seconded by the 

Honourable Senator Bourget, P.C., that the Bill be referred to the Stand
ing Committee on Banking and Commerce.

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

J. F. MacNEILL, 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Wednesday, November 22nd, 1967.

(11)

Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 9:30 a.m.

Present: The Honourable Senators Hayden (Chairman), Aseltine, Baird, 
Benidickson, Burchill, Croll, Everett, Gélinas, Gershaw, Gouin, Irvine, Isnor, 
Leonard, MacKenzie, Macnaughton, McCutcheon, McDonald, Molson, Pearson, 
Smith (Queens-Shelburne), Thorvaldson, Vaillancourt and Walker. (23).

In attendance: E. R. Hopkins, Law Clerk and Parliamentary Counsel; R. 
J. Batt, Assistant Law Clerk, Parliamentary Counsel, and Chief Clerk of Com
mittees.

Bill S-18, “An Act to amend the Publication of Statutes Act”, was further 
considered.

The following witness was heard:
Department of Justice: The Honourable P. E. Trudeau, Minister.

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

At 10:10 a.m. the Committee proceeded to the next order of business.
Attest:

Frank A. Jackson, 
Clerk of the Committee.
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REPORT OF THE COMMITTEE

Wednesday, November 22nd, 1967.

The Standing Committee on Banking and Commerce to which was referred 
the Bill S-18, intituled: “An Act to amend the Publication of Statutes Act”, 
has in obedience to the order of reference of November 2nd, 1967, examined 
the said Bill and now reports the same without amendment.

All which is respectfully submitted.
SALTER A. HAYDEN, 

Chairman.



THE SENATE
STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE
(Recorded by Electronic Apparatus)

Ottawa, Wednesday, November 22, 1967.

The Standing Committee on Banking and 
Commerce, to which was referred Bill S-18, 
to amend the Publication of Statutes Act, met 
this day at 9.30 a.m. to give further consider
ation to the bill.

Senator Sailer A. Hayden in the Chair.

The Chairman: Honourable senators, we 
have a number of bills before us this morn- 
pig. We have set Bill S-18, which was heard 
in part a week ago, as the first on the list 
today, so that we might hear the Minister, 
the Honourable P. E. Trudeau. He is here 
now. I think you understand, Mr. Trudeau, 
the reason why we held this bill up for 
further consideration.

Honourable Pierre E. Trudeau, Minister of 
Justice: I do, Mr. Chairman.

The Chairman: Senator Walker, you raised 
the question on the last occasion we met. Is 
there anything you want to ask on that 
Point?

Senator Walker: Yes, Mr. Chairman. Mr. 
Minister, first we want to welcome you as a 
distinguished French Canadian lawyer and to 
say that the Opposition members in the Sen
ate have just unanimously chosen a French 
Canadian as our leader. Furthermore, our 
deputy leader is also a French Canadian, as 
ls the deputy leader of the Government in 
ihe Senate.

Having said that, and with your knowing 
that you have our goodwill, would you be 
good enough to tell us the reason for this 
change that is being considered? I come from 
Ontario, where I have been a former Presi
dent of the Law Society. There are 6,000 
lawyers in Ontario and fewer than 100 are 
French Canadians. We wonder why it is that 
the statutes are going to be printed, a half- 
Page in French and a half-page in English,

instead of being printed as in the past, when 
we were able to get a copy of the statutes 
either in French or in English as we wished. 
If at any time we were in doubt, we could go 
to the county library and look up the 
approximate section in French or in English. 
Do you follow me?

Hon. Mr. Trudeau: I do, senator.

Senator Walker: It has been raised with 
me by literally hundreds of people. Right 
across Canada, of course, the situation is 
even more extreme than it is in Ontario. I 
know that in Quebec and New Brunswick 
there are a great many French Canadians; 
but in British Columbia, Alberta, and 
Saskatchewan and Manitoba, yes, they have 
a few; Nova Scotia has a few; Prince Edward 
Island has none. Do you follow me?

Hon. Mr. Trudeau: I do.

Senator Walker: Of 20,000 lawyers, per
haps there are as many as 4,000 French 
Canadian lawyers. The question that I am 
asking is, much as we love the French 
Canadians, and much as we love the lan
guage, why must we now have to buy the 
Statutes of Canada, which are very volumi
nous, not just in English or in French but in 
one set including the two languages. Do you 
follow me?

Hon. Mr. Trudeau: Yes, senator. I suppose 
the short answer is that bilingualism costs a 
little bit, and that is the reason why we must 
pay for it. The more thorough answer would, 
I suppose, go into the constitutional and legal 
aspects of the problem and then perhaps into 
the political and symbolic.

I think it is quite clear that the bill we are 
adopting now gives the Governor in Council 
the authority whereby the statutes can be 
published in this way. The bill itself is no 
direction by Parliament to do this. But your

47
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assumptions are quite fair and, if I have any 
say in it, the statutes will appear in the form 
that you say, senator.

When I talk of the constitutional and legal 
reasons, I suppose they go back to section 133 
of the B.N.A. Act, that commands that the 
laws of Canada shall be in both languages. 
Because of the legal doctrine that arises out 
of that, both languages have equal force 
before the courts and in pleadings and in 
legal procedures. The consequences that arise 
out of that doctrine are to the effect that a 
lawyer in Vancouver or Halifax, or any place 
where the laws of Canada have force, is 
entitled to use that version of the law which 
is most compatible with his case—and 
indeed he is not only entitled but I would 
suggest that it is the duty of the lawyer to 
make sure that that version of the law pre
vails which is the one most compatible with 
justice as he sees it.

This, I suppose, in a sense is irrelevant to 
the fact that not every lawyer will be using 
the two languages, but, although the figures 
given by the senator are, I assume, approxi
mately right, I have met many, many English 
lawyers, and other people indeed, who say 
that they do not speak French but that they 
can read it. I assume that many English- 
speaking lawyers, while they may not use 
the French language frequently, will be able 
to read it. They have told me so many times.

In a very real sense, lawyers have not 
got a complete set of the laws of Canada if 
they do not have the two versions in their 
library. I think the way we intend to proceed 
is in reality the most efficient and most 
economical way of making sure that every 
lawyer has the complete set of the laws of 
Canada and that every client consulting a 
lawyer and every judge before whom plead
ings are made will have the complete set of 
the laws of Canada.

I do not have to remind you that this is not 
legal fiction; this is the judgment of the Su
preme Court and indeed of other courts that 
have used one or the other language. Indeed, 
they have used it even in applying the 
B.N.A. Act itself to reach the proper inter
pretation of the word “works,” in Section 92, 
paragraph 10. They have used both lan
guages and quite rightly so, because we all 
know that it is very helpful sometimes in 
trying to interpret a legal text. In trying to 
find the exact meaning that the legislator 
must have intended, it is very helpful to

have comparing versions. I think this is an 
experience that every Quebec lawyer has 
had.

The Chairman: Many others as well.

Hon. Mr. Trudeau: And I suggest many 
others, too, in other parts of the country. I 
have heard about lawyers in Vancouver say
ing precisely what I was saying a moment 
ago, that sometimes it is useful to have the 
French text in order to make a point even 
more clear when arguing on some particular 
statute.

Those, then, are the broad constitutional 
and legal aspects of the matter. Now, there is 
obviously another aspect of it. I could qualify 
it as symbolic or political or politic, but it is 
the belief of the present Government that the 
recurrent waves of Quebec nationalism 
which have caused dissention in this country 
periodically, every generation or so, are 
largely caused because of the way the Gov
ernment of Canada has been run for 100 
years. The way of Canadian politics has 
largely resulted in the fact that French 
Canadians feel themselves at home essential
ly in Quebec, but that as soon as they leave 
that province they feel that they are indeed 
in their own country but not in a part of the 
country where they can fulfill themselves to 
the utmost of their possibilities because they 
are asked to operate and think and work in 
another language.

I do not think any realistic French Canadi
an believes that the remedy to that situation 
is to force everyone to speak both languages, 
which is indeed unthinkable and undesirable 
because, I suppose, impracticable. But in the 
symbols of government and indeed in the 
application of the law I think that this coun
try would do well to take a page from the 
books of other countries where more than 
one language is official.

There is no danger, and I think we all 
realize that, of the French ever overrunning 
the North American continent or Canada, 
and I believe that it would be a little price to 
pay to “spoil,” in a sense, the French-speak
ing part of this country, the French-speaking 
citizens of this country who are a rightful 
minority under our law and who have equal 
rights at least under Section 133 so far as 
concerns the laws of Canada and pleadings 
in the courts of Canada and the languages 
used in Parliament and its Acts. If this were 
attempted, and I suggest that it is the policy
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of the present Government to try to make it 
a reality, if it were attempted to at least put 
the two languages on an equal footing in the 
law, in all important areas there would be 
equal rights of the two languages in a legal 
sense in these areas, and this is a very 
important aspect of our policies.

I want to make myself clear on this, Mr. 
Chairman. It is not an attempt to introduce 
sociological or economical equality between 
two language groups. I think anyone who is 
realistic will realize, as I said a moment ago, 
that French-speaking Canadians will never 
be as numerous as English-speaking Canadi
ans or as the English-speaking peoples on 
this North American continent, and it would 
be futile to try to legislate that into reality. 
But that they should have equal rights in the 
law is something else, and something to 
which we are attending, and this is the most 
obvious way of doing it.

The Chairman: Mr. Minister, we already 
made a provision of this kind in 1965 
in relation to the printing of the Revised 
Statutes, so that, if we do not make the 
Printing of the Annual Statutes and the Re
vised Statutes conform, we are going to 
increase very substantially our printing costs.

Hon. Mr. Trudeau: This is right, Mr. 
Chairman. The Commission for the Revision 
of Statutes has authority to recommend the 
form of the statutes which it feels best, and 
we have reason to believe that it will recom
mend this double column form of statutes, 
and I have reason to believe that the present 
Government will accept that recommendation.

Senator Walker: May I ask this question: 
under Section 133, of which we are very 
Proud and which gives equal rights to, 
among other things, the official languages, 
and puts the French language on an equal 
footing with the English, is there any dis
crimination against the French language by 
reason of the fact that the English text is 
Printed in English and the French text is 
Printed in French and in separate volumes? 
Having in mind that of the 20,000 lawyers in 
Canada probably 16,000 would have refer
ence to the English text only, is there any
thing there that demonstrates an unequal 
footing?

Hon. Mr. Trudeau: I am tempted to answer 
that by referring to a situation which is not 
at all parallel but from which I suppose the 
same doctrines or the same legal phraseology 
can be used. I am thinking of the “separate

but equal” doctrine in the United States, and 
while it may be a faulty parallel in some 
senses, in others it is very real. Here I am 
referring of course to the interpretation of 
the equal rights for the Negro citizens of the 
United States which applied for nearly 100 
years, until the decision of the Supreme 
Court in Brown versus the Board of Educa
tion in 1954, which I think was a turning 
point in the legal and political history of the 
United States, and constituted a turn from 
the separate but equal doctrine to the doc
trine of complete integration. This meant that 
you were not giving equality to Negroes if 
you gave them separate schools; you were 
giving them equality if they were completely 
integrated into your system of education. I 
hate that comparison because of some of the 
implications involved but I am not sure that 
some of the thinking that underlies it should 
not enlighten us on the discontent which has 
troubled this country periodically and which 
is troubling it to a very serious extent now. 
If you take the position that both languages 
can be made equal by being made separate, 
and we are talking, of course, now in a very 
limited sense about the physical publica
tion—but if you take this approach to the 
problems of this country, chances are you 
will indeed make the French and English 
separate and equal, but then that is what 
separatism means. “We will separate from 
the rest of Canada and we will be equal to 
the rest of Canada and we will have our 
laws in French and you can have your laws 
in English. This solution is the only one to 
the discontent that this country has known, 
because we have seen over 100 years of 
Confederation that we can never be com
pletely integrated into Canada, that we can 
never really say that the Canadian Govern
ment is really our Government, the Govern
ment of both language groups. We can never 
say that the Canadian Government is any
thing else but the expression of the collective 
will of English-speaking Canadians.”

Look at all the symbols attached to the 
central Government—you know the griev
ances and there is no point in my repeating 
them. But this, I suggest, is the ultimate 
consequence of the approach which Canada 
has used for 100 years in this very little 
matter of publication of statutes. This is a 
symbol of the politics of this country, and I 
think that any country should essentially be 
tested by the way its legal system meets the 
challenges of the times, and I think a great
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nation is one which has a great legal doctrine, 
and in that sense of course our nation may 
not be great.

Senator Walker: We are, I hope, treating 
this as a legal problem and not as a political 
problem. Your suggestion is that by printing 
one page half in French and half in English 
you are helping to find a solution to a prob
lem of unity rather than having the French 
is one volume and the English in another and 
so cutting down the volume and cost of 
printing to whoever is buying it by one-half.

Hon. Mr. Trudeau: I am not sure that the 
cutting of the price would amount to a 
reduction by one-half. I was given to under
stand that the increase in volume by using 
this bilingual version would be in the region 
of 25 per cent, and I understand that this is 
done by reducing the size of the printing. It 
is also apparent to me that if you have two 
volumes, or, indeed, facing pages, you have 
four margins instead of three...

Senator Walker: Whatever way you 
arrange it it is still twice as much.

Senator Benidickson: There is also the 
question of the size of the volume; it is 
doubled whether you have it in your library 
or whether you have to take it into court.

Senator Walker: I appreciate this fine 
point you are making and on the high level 
which most of us missed. I have been con
stantly at the Bar for 36 years and was 
Parliamentary Assistant to the Minister of 
Justice and I have been in the Supreme 
Court of Canada twelve times, and I have 
never in my life had occasion to look at the 
French language version of the statutes. I am 
not an international lawyer nor am I a con
stitutional lawyer, but I think I have been 
involved in practically every other kind of 
case.

Hon. Mr. Trudeau: Every statute can be 
argued from the text in both languages. That 
is the point I was making earlier, and I am 
sure that if you had had the French text in 
front of you in various cases it might have 
been a convenient way for you to make some 
additional points.

Senator Walker: Well, there was a French 
text there and of course there is one in every 
legal library and every county library across 
the country.

Hon. Mr. Trudeau: We know how that 
works out in fact. You may have a French 
version somewhere down in the courthouse 
library but you may not have it in your office 
and if you are working on a case and you 
have both versions in your office I think you 
will have an edge over your opponent.

I cannot, Mr. Chairman, contradict the 
honourable senator too much on the other 
point. It is obviously a little less convenient, 
perhaps considerably less convenient, for 
some people to have the two-text edition 
because of the heavier weight of the volume 
or the slightly increased space taken up by 
the volume, but I can only repeat what I said 
at the outset that bilingualism costs a little 
bit. It costs a little something to have si
multaneous translation and it costs a little bit, 
indeed, to print the laws in both languages, 
and it will cost more and more, I guarantee 
you, as time goes on, because the B.N.A. Act 
says that both languages can be used in the 
courts of Canada. There are many examples 
of which you and I know where a French- 
speaking lawyer or litigant finds it very diffi
cult to put his case forward in front of some 
of the judges of our federal courts. I think 
that judges themselves are aware of this, and 
I suppose we will have to find a remedy for 
it sooner or later, and that too will cost a 
little. It costs a little to have bilingualism on 
letterheads of the Government and on public 
buildings, and so on. But I suggest that this 
is one concrete way in which the citizens of 
Canada in the provinces which are farthest 
removed from Quebec will be made to realize 
that this is indeed a bilingual country, and 
they will be a little less shocked when 
French-speaking communities in that par
ticular remote province ask that their lin
guistic rights be respected.

We heard a premier of one of the prov
inces not so long ago assure us that French 
would never be put on an equal footing in 
his particular province. But I suggest that he 
is mistaken from the word “go," because 
French is on an equal footing in his particu
lar province—it is before the federal courts 
in that province, and it is in the two versions 
of the laws of the federal Government in 
that province—and if our policy is realized in 
the matter of publication of statutes he will 
have the French language on an equal basis 
with the English language in his particular 
province, and on the shelves of the lawyers 
of his particular province, and it might be a 
contribution to the education of some of 
these people.
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Senator Walker: Mr. Minister, I would be 
the last person ever to do anything to make 
French anything but on an equal footing. My 
suggestion is that if it is the French text, 
then it is in one volume, and if the English 
text, then it is in another. That is the conclu
sion I have come to, and if I thought it 
derogated at all from the rights of French- 
Canadians I would be the first one to oppose 
it. Do you follow me?

Hon. Mr. Trudeau: I follow you, senator.

Senator Macnaughion: On the political 
basis, I agree entirely with the remarks as 
expressed by the minister this morning. On 
the practical basis, as a practising attorney in 
Montreal, it is almost mandatory to have 
your French version alongside your English 
version, and you can clutter up your whole 
desk with the English and French versions. It 
would be of practical use to us to have the 
two versions side by side.

The Chairman: In the same volume?

Senator Macnaughion: Yes, in the same 
volume. I happened, by coincidence, to have 
the tax convention supplement between 
Canada and the United States in front of me, 
and I would assume, inasmuch as this is side 
by side, that all treaties and, in fact, the 
announcements from External Affairs and 
other departments are side by side. So, on a 
Practical basis it is a very useful measure.

The Chairman: Are there any other 
Questions?

Senator Everett: Mr. Minister, in a conflict 
between the languages, could you tell me 
which is the dominant in interpretation, or is 
there a dominant language?

Hon. Mr. Trudeau: The courts have fol
lowed a rule which I can only paraphrase, 
that they will use whatever language appears 
to them to correspond best to the intention of 
Parliament: they will use sometimes the 
French, and sometimes the English; neither 
version has priority over the other. And the 
courts use one or the other in order to estab
lish the closest approximation they can to 
what Parliament really intended. By looking 
at the two versions, as often happens, we 
understand well what one word means by 
seeing what it says in translation.

Senaior Everett: So you would say then, 
Mr. Minister, that by printing the versions

side by side you improve the degree of inter
pretation that is available to the lawyers and 
to the courts?

Hon. Mr. Trudeau: That is exactly my 
point, Mr. Chairman.

The Chairman: You improve the
expedition.

Senator MacKenzie: In international situa
tions, like the United Nations, where two, 
three, four or more official languages are 
used, do you know what is done in such 
cases?

Hon. Mr. Trudeau: Yes, I think I can 
answer that, Mr. Chairman. In cases where 
you have more than two official languages, as 
is the case in the United Nations and as is 
the case in at least one country, Switzerland, 
where they have, as we all know, four official 
languages, three of them being working lan
guages of the state, they do not attempt to 
have the three languages on the same docu
ment, which would make three or, in some 
cases, four or five parallel columns on the 
same page. They have “separate but equal” 
documents there, but it is clearly a matter of 
convenience because in other countries where 
they use two languages—and I think this 
point was made to you at your last commit
tee meeting by Mr. Ryan of my department 
—countries like South Africa, Belgium, Ire
land, they have both languages in the same 
volume, sometimes on facing pages, some
times on parallel columns of the same page. 
So, in so far as we can be enlightened by the 
practice of other countries, I would say that 
Canada is not as progressive as all other 
bilingual countries.

Senator MacKenzie: On this point, it is 
conceivable in the world we live in that 
Chinese may become a relatively important 
language in British Columbia. I give that as 
an illustration of the situation in other prov
inces, but it is peculiar there because of the 
vast population of China across the Pacific, 
and it is conceivable that we might find our
selves in the kind of position the United 
Nations is in of what you might term a 
multiplicity of languages.

Hon. Mr. Trudeau: That is a perfectly 
valid point, Mr. Chairman, and I would not 
hesitate to suggest that if tomorrow or in 10 
years’ time or in “X” number of years there 
were 10 million Chinese Canadians, we 
would be pretty hard pressed not to make
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Chinese one of our official languages. This 
can apply to Ukrainian or German or any 
other national language. When there is 
grouped within a state a very considerable, 
substantial minority which speaks its lan
guage and intends keeping on speaking it, I 
suggest that state has to reassess its position 
as to what languages will be official.

Senator MacKenzie: I agree completely.

Hon. Mr. Trudeau: But if and when we 
reach this stage, senator, I am quite sure that 
we will have to reassess the situation. And as 
we probably will not be able to print French, 
English, Chinese and Ukrainian on the same 
page, we will then get back to the separate 
but equal texts; but whether we have it 
within one state or by separating the country 
into three or four sovereign states is some
thing upon which I cannot speculate.

Senator Leonard: Might I ask the minister 
and Senator Macnaughton, in view of the 
fact they are both members of the Bar of 
Quebec, whether or not the views they have 
expressed here as to the desirability of this 
form of publication for members of the Bar, 
particularly in Montreal, the City of Quebec 
and Quebec province generally, represent the 
views generally of the Bar of the City of 
Montreal, the Bar of the City of Quebec, or 
whether there may have been similar 
requests for this type of publication? Is that 
a fair question to ask, whether you do repre
sent generally the views of the Bar?

Hon. Mr. Trudeau: I think Senator Mac- 
naughton’s point—and I agree with it 100 per 
cent—is that the laws of Quebec do appear in 
this form now, and it is obviously an expres
sion of the desire of the legislators, the law
yers and the judges of that province.

Senator Leonard: It is a general feeling?

Hon. Mr. Trudeau: Well, I do not know. 
Senator Macnaughton has more experience 
with lawyers than I do, and with the courts, 
but I would presume from the fact this is the 
way the laws are printed in the Quebec stat
utes, that this would be the general feeling. 
However, I bow to the senator’s greater 
acquaintance with the law.

Senator Macnaughton: I have not can
vassed the Bar on that particular point, but I 
would be amazed if the opinions expressed 
by the two of us this morning were not 
acceptable to the Bar generally.

Senator Leonard: That is the point I would 
like to make.

Hon. Mr. Trudeau: There is a final point I 
would add which has not arisen out of any of 
the questions, but about which we might 
think. We are working more and more with 
the idea of the computerizing of the law, 
both the case law and the statute law, and in 
some circles in the United States they have 
made great progress with this.

In our department Mr. Ryan is looking at 
it with intent, and I must say I have been 
doing some reading on it too. We are entering 
into an age where computers will be not only 
useful but indispensable to the workings of 
the law. If we want to have a more efficient 
legal system, and if we want to make more 
efficient the work of the lawyers in the 
courts, we will more and more have to get 
our laws, and, I suppose, our judgments, on 
tapes in order that by feeding the informa
tion into a machine we will have, in a few 
seconds, the result of research which would 
take a lawyer or a judge many days to 
accomplish by going through the cases.

By having the laws on the same page in 
the same version the taping of them will be 
made much simpler, and we shall be able to 
do away with a great mass of cross 
references.

Senator Croll: Mr. Minister, do you think 
the extra money that will be spent on print
ing will be saved by the computers in doing 
away with judges and lawyers?

The Chairman: I was thinking it might do 
away with the Court of Appeal.

Hon. Mr. Trudeau: It might eventually do 
away with ministers of justice.

The Chairman: Are you ready for the 
question? Shall I report the bill without 
amendment?

Hon. Senators: Agreed.
Whereupon the committee concluded its 

consideration of the bill.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
November 1st, 1967:

“Pursuant to the Order of the Day, the Honourable Senator Mc
Donald moved, seconded by the Honourable Senator Beaubien (Proven- 
cher), that the Bill S-21, intituled: “An Act to amend the Food and 
Drugs Act”, be read the second time.

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

The Bill was then read the second time.

The Honourable Senator McDonald moved, seconded by the Hon
ourable Senator Farris, that the Bill be referred to the Standing Com
mittee on Banking and Commerce.

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

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Wednesday, November 22nd, 1967.

(12)

Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 10:10 a.m.

Present: The Honourable Senators Hayden (Chairman), Aseltine, Baird, 
Benidickson, Burchill, Croll, Everett, Gélinas, Gershaw, Gouin, Irvine, Isnor, 
Leonard, MacKenzie, Macnaughton, McCutcheon, McDonald, Molson, Pearson, 
Smith (Queens-Shelburne), Thorvaldsen, Vaillancourt and Walker—(23).

In attendance: E. R. Hopkins, Law Clerk and Parliamentary Counsel; R. 
J. Batt, Assistant Law Clerk, Parliamentary Counsel, and Chief Clerk of Com
mittees.

Bill S-21, “An Act to amend the Food and Drugs Act”, was further con
sidered.

The sub-committee, appointed to report on Senator Molson’s amendment 
respecting the promotion of “LSD”, distributed for the consideration of the 
committee a draft of a proposed new section 47, to be inserted on page 4 
immediately after line 21. Text of the amendment can be found in the evi
dence following.

The following witnesses were heard:
Department of National Health and Welfare:

Dr. A. C. Hardman, Director, Bureau of Scientific Advisory Services.
M. G. Allmark, Assistant Director General (Drugs), Food and Drug 

Directorate.
Others:

Dr. Myron M. Arons, Chairman, Department of Psychology, Prince of 
Wales College, Charlottetown, P.E.Î.

Dr. Stanley Krippner, Senior Research Associate, Department of Psy
chiatry, Maimonides Medical Centre, New York, N.Y.

Dr. John H. Perry-Hooker, Medfield State Hospital, Harding, Massa
chusetts.

Mr. K. Izumi, Architect, Regina, Saskatchewan.
Senator Thorvaldson suggested that Dr. Hoffer of Saskatchewan be in

vited to appear before the committee. The suggestion was taken under con
sideration.

Consideration of the said Bill was deferred to the next meeting of the 
Committee.

At 12:35 p.m. the committee proceeded to the next order of business.
Attest.

Frank A. Jackson,
Clerk of the Committee.
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THE SENATE
STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, November 22, 1967.

The Standing Committee on Banking and 
Commerce, to which was referred Bill S-21, 
to amend the Food and Drugs Act, met this 
day at 10.10 a.m., to give further considera
tion to the bill.

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

The Chairman: Honourable senators, at the 
last sitting of the committee, it will be 
recalled, we considered various sections of 
this amending bill, and then a subcommittee 
yas set up to consider appropriate language 
in which to phrase an amendment in line 
with the thinking of Senator Molson and 
others. Copies of this proposed amendment 
are being distributed now.

(Text of draft amendment)
“47. (1) No one shall teach or advocate 

by word or deed or any other means of 
publication or communication whatsoev
er the use of a restricted drug, whether 
by possession, possession for trafficking 
or trafficking, where such word, deed, 
publication, or communication is reason
ably and ordinarily calculated or likely 
to lead, encourage or induce anyone so 
to use a restricted drug; but this prohi
bition shall not apply to the publication 
of a report or to fair comment on any 
such word, deed, publication, or com
munication.

(2) Every person who violates subsec
tion (1) is guilty of an offense and is 
liable

(a) upon summary conviction for a 
first offense, to a fine of one thousand 
dollars or to imprisonment for six months 
or to both fine and imprisonment, and 
for a subsequent offense, to a fine of two 
thousand dollars or to imprisonment for 
one year or to both fine and imprison
ment; or

(b) upon conviction on indictment, to a 
fine of five thousand dollars or to impris
onment for three years or to both fine 
and imprisonment.”

I might tell you that while this is the result 
of the work of the subcommittee, it is not 
that of the whole subcommittee. I was able to 
consult Senator Walker and also Senator 
Molson. I was not able to consult Senator 
Thorvaldson. While I spoke to Senator Croll, 
I have not obtained any particular view from 
him up to this moment.

So, the subcommittee is putting before this 
committee a suggested amendment to deal 
with this question of those who may in some 
form advocate or encourage the possession 
for trafficking of the drug which is commonly 
described as LSD.

In the meantime we have received requests 
from a number of people who wish to be 
heard on the substantial question of the 
quality of the LSD—its goodness as opposed 
to its badness. We have present today four 
representatives who wish to present views, 
and file some material. The first on the list 
that I have is Dr. Myron M. Arons, chairman 
of the Department of Psychology, Prince of 
Wales College, Charlottetown, Prince Edward 
Island.

Our usual practice has been to hear per
sons who desire to make representations in 
connection with bills that are before us. Am I 
right in assuming that that is the view of the 
committee in relation to this bill?

Hon. Senators: Agreed.

The Chairman: I would think that whatev
er is said, and whatever representations are 
made, should fit into the context of the fact 
that this is Canadian legislation and is based 
on considerations and existing situations in 
Canada.

Dr. Arons, would you like to come for
ward? In the first instance, I take it, Dr. 
Arons, that you will make a presentation
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within the limits and the subject matter of 
the bill, and then if the members of the 
committee have any questions you will deal 
with them. Will you please proceed?

Dr. Myron M. Arons, Chairman, Depart
ment of Psychology, Prince of Wales College, 
Charlottetown, Prince Edward Island: Thank 
you very much, sir. Before proceeding to give 
a summary of the brief which the members 
of the committee find before them, I should 
like to mention that I have come here to 
speak to this honourable committee because I 
feel there is a great urgency involved in 
almost all legislation at present dealing with 
LSD. Apparently this concern is shared by 
quite a number of people, and I have only 
recently learned that many of these persons, 
had they known that the bill was being put 
through in Canada, would have come here 
personally at their own expense.

Because of the same concerns, three very 
distinguished gentlemen volunteered to come 
here with me today to present testimony con
cerning this bill. After I have made my ini
tial presentation I should like to introduce 
them to you, and also give you a list of 
others who have contacted me. I think you 
will agree that this list contains the names of 
some of the most distinguished and knowl
edgeable people in the field of psychedelic 
research in the United States, Canada and 
England. This list was obtained in great has
te—actually ten days ago. On November 10 I 
sent out a questionnaire, and I received 
responses to it, and I hope to be able to put 
those responses in as testimony, if they will 
be accepted. Later I shall ask permission to 
do that.

Permit me first to begin by summarizing 
the brief which you have before you. This is 
a rather extensive brief and, therefore, I 
have also had printed a summary in English 
and in French, in the hope that that will be 
helpful to the French-speaking members of 
the committee.

Mr. Chairman and members of the com
mittee, my name is Myron M. Arons, and I 
am presently chairman of the Department of 
Psychology at Prince of Wales College, Char
lottetown, Prince Edward Island.

I appreciate this opportunity to appear 
before your committee to present this tes
timony relevant to Bill S-21. It is my hope 
that the evidence I am presenting will aid 
the committee and the Senate in the creation 
of a well conceived and realistic LSD bill. It 
is my belief that Bill S-21 is not satisfactory

legislation. Why? Because bills similar to 
S-21 have been passed in the United States 
recently. Often these bills have been passed 
by states during a period of hysteria. Legisla
tures have been pressured into them, and in 
many cases little or no relevant scientific or 
professional testimony was heard before 
passage.

Not only have these bills failed to diminish 
the distribution of LSD by unauthorized per
sons, such as students—high school and col
lege students—but they have on the contrary 
had the effect of radically curtailing supplies 
to authorize persons, such as doctors and 
researchers. The fact is that since the enact
ment of legislation like Bill S-21, all indica
tions are that the use of LSD among students 
has increased while the number of research 
projects on LSD has drastically declined.

I cite in my brief a survey which I took of 
my own freshman class at Brandeis Universi
ty in Boston. This survey was taken six 
months after Massachusetts had passed its 
LSD legislation. It showed that a signifi
cantly larger percentage of students admitted 
taking LSD than had been the case in the 
freshman class prior to the passage of this 
legislation. This was last year, 1966.

The Chairman: This is not through yet, you 
know.

Dr. Arons: I was speaking of the analogous 
bill in Massachusetts. I am sorry I did not 
make that clear.

Senator Walker: You say here “since the 
enactement of legislation like Bill S-21.”

The Chairman: “Like,” yes.

Dr. Arons: Meanwhile, research has de
clined to the point where there are only 12 
remaining authorized human LSD projects in 
the entire United States. What is more, LSD 
legislation in the United States has served as 
fertile ground for the growth of criminal 
weeds. It is my understanding that a new 
purple flat tablet nick-named “Mafia acid” 
has already appeared in New York City. 
Since I wrote this I find it has appeared in 
New Orleans, San Francisco, Chicago, Detroit 
and several other cities, and Dr. Kripper is 
here to tell us about some of the analyses of 
these tablets which have appeared.

Thus, not only has a criminal market 
already started to build up in the United 
States, but also the criminally produced drug 
can be extremely dangerous. What is more,
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since LSD has been made illegal—and I am 
speaking here of the United States—persons 
who do take the drug illegally and who are 
adversely affected by it are now afraid to 
seek professional help. A person who may be 
adversely affected simply will not go to a 
doctor or go to seek the help of any profes
sional person.

Senator Molson: Why not?

Dr. Arons: He is afraid of being arrested. 
He is afraid that if he goes to a doctor 
somebody will discover he has taken LSD.

The Chairman: Except, doctor this bill 
which we are considering does not make the 
use of LSD an offence, only possession and 
possession for trafficking.

Dr. Arons: Perhaps this specific point 
would not be valuable in terms of your par
ticular legislation.

Senator Molson: That would be supposition 
on your part then?

Dr. Arons: About this?

Senator Molson: Yes.

Dr. Arons: I do not know whether Dr. 
Krippner has any evidence concerning this.

Dr. Stanley Krippner, Senior Research 
Associate, Department of Psychiatry, Mai- 
monides Medical Centre, New York: In Massa
chusetts the law provides that any doctor 
who treats a patient for LSD disturbance has 
to report to the state health authorities with
in 72 hours the state and name of that 
Patient.

Senator Molson: The same legislation 
applies in the case of venereal disease, does it 
not?

Dr. Arons: Yes it does. There is a sad irony 
connected with LSD legislation passed in the 
United States. The only thing which has pre
vented the criminal element from flooding 
the market with LSD is that a large quantity 
of this drug, in most cases of good quality, is 
being produced by students, usually chemis
try students. These students, probably well 
meaning and zealous in their beliefs in the 
favourable effects of LSD, are now, along 
with those who distribute and others who use 
it, criminals according to the law.

These effects point out the gross inade
quacy of present LSD legislation in the 
United States. The legislation was not realistic

because it was ill-conceived during periods of 
hysteria and was not based on the objective 
understanding of (1) the characteristics of the 
drug, (2) the effects on the user, (3) the type 
of person who uses the drug, (4) the realities 
involved with enforcement for the particular 
drug, and finally the indirect adverse effect 
legislation would have on research.

In my brief I have touched on each of 
these points. To recapitulate, LSD is only one 
of a large and rapidly expanding number of 
closely related psychedelics. In some ways it 
is less offensive than many of the others. For 
example, it does not cause nausea as some of 
the other psychedelics do, and for this reason 
has become popular. In fact, in some circles 
LSD is already considered passé.

I mention this to point out the great num
ber of related psychedelics, almost an infinite 
variety, that are on the market, so the legis
lation for, particularly, LSD is futile in a 
sense. All these drugs have relatively similar 
effects.

The Chairman: It is a method elimination, 
if you decide it should be eliminated, 
although your eliminator may not work col
lectively as rapidly as you would wish if you 
wanted to clean out all the types of psyche
delic drug on the market.

Dr. Arons: Actually it is not really the 
psychedelics right now. Before th-'s some of 
us had not even realized the potential of 
morning glory seeds, and it turns out that 
morning glory seeds and banana peel have 
been turned into giving a psychedelic reac
tion, and it must be pretty hard to ban morn
ing glory seeds or banana peel.

The Chairman: I was not suggestmg it in 
that fashion. I was suggesting that if you 
create certain offences in connection with 
possession and trafficking you may not move 
quickly enough to bypass the number of 
them that come along, but you may keep 
pace.

Dr. Arons: Perhaps I might continue, 
because I believe I shall be touching on that 
point as I go along.

Despite great newspaper publicity to the 
contrary—-and I think this is very important, 
because I am discussing now the effects of 
the drugs, and this is one of the things that 
has been very much played up in the news
papers, and in common parlance is what we 
have been talking about. There have been
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discussions and these are the feelings and 
ideas of people at the universités. I am 
speaking scientifically now; I am speaking to 
you as a scientist, as a man who has done 
research in this area and gone to the material 
and the studies that have been made.

Senator Walker: Just on that point, your 
qualifications. Are you a doctor of medicine?

Dr. Arons: No, a doctor of psychology.

Senator Walker: Exactly, so you do not 
profess to know anything about medicine?

Dr. Arons: No. I am talking about research 
in terms of scientific psycholog'cal studies 
that have been done on LSD by other 
scientists.

Senator MacKenzie: These are medical 
researchers?

Dr. Arons: Many of them. Many are psy
chologists, psychiatrists, research workers, 
many people in many different areas.

Senator MacKenzie: This is evidence pro
vided by the medical profession?

Dr. Arons: Yes, sir. I will purposely avoid 
giving any medical testimony. We have Dr. 
Perry-Hooker here who will speak for the 
medical profession. Let me just speak as a 
man who has looked through all this material 
now and done research and scientific studies.

The Chairman: With a background of 
professional training in this field?

Dr. Arons: Yes, at university, research cen
tres, and so on.

Despite great newspaper publicity to the 
contrary, there are as yet no known irrevers
ible psychological or physiological effects 
from the use of the drug. Some studies have 
suggested the possibility of chromosome dam
age under certain conditions. There are 
exactly three studies in fact. I do not at all 
want to minimize the importance of these or 
laud LSD. However, more recent studies— 
and you will find one of these recent studies 
in the appendix of the brief—have found no 
such damage. From the point of view of 
criminal and anti-social behaviour related to 
drug effects, at the minimum, alcohol is a far 
greater menace in this respect.

Senator Everett: What do you mean by the 
term “at the minimum”?

Dr. Arons: I mean that if I wanted to be 
very hard about it, I would say that alcohol 
was an infinitely greater danger in this respect 
in terms of criminal activity and in terms of 
anti-social behaviour than LSD, both rela
tively and in numerical terms.

In fact, a much more characteristic effect 
of the drug is to lead the subject to a strong 
belief in peace, love and religion.

Senator Croll: Is that bad, doctor?

Dr. Arons: I would ask you that, sir?

Senator Croll: I am asking the question.

Dr. Arons: I just mentioned here—and 
then I cut it off—and it may be I should 
repeat it. I have very strong feelings in this 
particular area and I think I should not let 
my own subjective feelings enter into it as a 
scientist. But let me repeat it, because I have 
a strong feeling about it.

Of course, during the current United States 
conflict in Viet Nam these values can be 
viewed by some as anti-social. The values I 
am talking about are, of course, those of a 
belief in peace, love and religion. In our 
present state of conflict I am afraid they are 
being viewed as anti-social, because they do 
not go along with particular views in the 
United States.

There are many acknowledged favourable 
effects of the drug. It is for this reason that 
suppression becomes so very difficult. And 
for this same reason, the drug is of great 
interest to researchers in many fields. And, to 
repeat, under supervised conditions the drug 
is relatively harmless.

You will find in my brief testimony to that 
effect.

The Chairman: If you stop there for a 
moment—there is nothing in this legislation 
that we are considering that would prevent 
research and study on what the applications 
and the beneficial effects might be, or the 
deleterious effects. Research is not being 
interfered with at all by this legislation.

Dr. Arons: Yes, sir, I am quite aware that 
ostensibly research is not being tampered 
with; but that in fact almost all senators 
want to encourage research.

Senator Everett: The first sentence on page 
3 states “and there are as yet no known 
irreversible psychological or physiological 
effects from use of the drug.”
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Dr. Arons: That is right.

Senator Everett: The last sentence of the 
same paragraph says: “And, to repeat, under 
supervised conditions the drug is relatively 
harmless”. Is the last sentence a contradic
tion of this?

Dr. Arons: Unfortunately, in my brief, in a 
summary, I have not been able to . . .

Senator Everett: I appreciate that.

Dr. Arons: I have mentioned in the brief 
that there are dangers to the drug, but what 
I want to show is that these dangers are not 
irreversible, that is to say, there are dangers 
in the sense that, under certain circum
stances, and it is relatively rare, but nonethe
less a person can get what we might call a 
feeling of bad judgment. He feels that he is 
as light as an angel and won’t ever hurt 
himself if he falls. If he really takes himself 
seriously on that point, he is liable to fly out 
of the window.

An hon. Senator: It is irreversible then, is 
it not?

Dr. Arons: I suppose it is something the 
same as asking me if I wanted to fly while 
drinking alcohol and I killed myself. That 
would be irreversible, too.

But I mention “irreversible” in the usual 
sense of this word, that for example we 
know that methedrine—we are given to 
understand, at least, that with methedrine a 
certain damage is done. This is what I meant, 
and I am afraid that when you asked me 
then whether there is any danger or, for 
example, whether we get some rather bizarre 
reactions, I must say it takes normally two 
days, in some unusual cases as much as a 
couple of months, for those effects to be dis
persed, but they do not return, as far as we 
know. I am simply stating our knowledge as 
it is at the present time. It may turn out that, 
five years from now, something may be 
discovered.

Senator Everati: May I ask a supplementary 
question? In reversing the effects, is it 
required in certain of these cases that the 
Patient receive medical attention, or will the 
effects reverse themselves in some fraction of 
time?

Dr. Arons: I think that depends. I think 
that in certain instances medical care can 
actually maintain the effect. For example, in 
the paper that I have written I cite an exam

ple where, if the doctor has a panic attitude 
and comes to the patient as if he were a 
psychotic, this could actually perpetuate 
these effects and does perpetuate them. If so 
it is very important that the medical profes
sion be very much enlightened about LSD. 
The point is that all doctors do not really 
know that much about LSD. So if you go to 
the right doctor you probably would be able 
to have these effects dispersed immediately.

The Chairman: All that you are saying 
now would appear to be just that we are 
dealing with a potentially dangerous drug.

Dr. Arons: The point I am really trying to 
make is that we have gone over the litera
ture on this matter. I must admit that I 
myself have been pulled into all of this and 
without going through the scientific studies, 
reviews, newspaper articles and so forth, I 
became panicky about this drug potential 
and I did talk to my students about not 
taking LSD, and so one, and so forth. But 
when I sat down and started doing some 
objective analysis, asking how many studies 
actually showed that there has been an 
adverse effect, how many people, for exam
ple, actually committed suicide, I found, that 
despite all the publicity—this may be very 
surprising to you but there is evidence to 
support this—that this does not turn out to 
be a dangerous drug from our present point 
of knowledge.

Senator Burchill: What I want to ask 
about is the statement here that there are 
many acknowledged favourable effects of 
this drug. I want to know what the favoura
ble effects are.

Dr. Arons: I am coming to that, sir. I will 
come to these favourable effects and I have 
written them up in detail in the brief. Let me 
state what some of the unfavourable effects 
are. Some of the effects that I say are quite 
often found. If I may use the language and 
the jargon of the people who take the drug, 
these are in terms of what is usually called 
“a bad trip”. You probably have heard of 
this “bad trip”. It means that the person 
under certain circumstances starts to see or 
recognize something about himself. There is a 
kind of a self-deception which he has discov
ered, which can be very upsetting. It is 
more the sort of thing that we perhaps find 
in psycho-analysis. Persons who come to psy
cho-analysis often come to the point where 
they learn things about themselves which 
upset them. This can be dangerous, quite
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obviously, but when it occurs in psycho-anal
ysis it is in the presence of a medical man. If 
this reaction should take place in somebody’s 
house or somebodys’ basement or in a school 
classroom, this obviously could be extremely 
dangerous from the point of view of the 
person. He is not likely to die from it. No
body has ever died from it, as far as we 
know. There have been no deformed chil
dren, out of the hundreds of thousands of 
people who have taken LSD, not one case 
that has been shown of permanent irreversi
ble effect.

I realize that I am saying something here 
that seems rather shocking, but it requires 
sometimes going right to the source and 
finding out whether we have not been hear
ing a great number of distortions about this. 
I tried to do this, and I would be very happy 
if somebody would present me with definite 
data showing me that these effects have 
incurred in any greater number than would 
have occurred, for example, with alcohol.

Senator Walker: May I do that, very 
briefly?

Senator Thorvaldsen: I would suggest that 
the witness be allowed to read this brief, 
because I think it could be more intelligent if 
we heard the stories in it and then we can 
proceed.

Dr. Arons: In general the drug is taken not 
by criminal elements but usually by students, 
intellectuals and persons seeking creative and 
religious experience. The effects depend very 
much on the personality of the taker and on 
the evironment. Thus, some persons may 
benefit greatly from the drug use while oth
ers may be relatively unaffected, and still 
others may be adversely affected. This is no 
more surprising than if we go to a house 
party and we all take the same amount of 
alcohol. We are going to see some persons 
react one way and others reacting another 
way. We have seen this with others drugs. It 
happens with LSD.

There is much evidence now to indicate 
that LSD can have very beneficial effects on 
certain types of people, to take but three 
examples: schizophrenic children, alcoholics, 
and potentially creative persons—there is a 
much longer list in my brief—and sound 
legislation must take these beneficial effects 
for certain persons into account as well as 
the adverse effects the drug may have on 
other persons.

On page 28 of my brief I list some of the 
really serious difficulties involved in trying to 
enforce LSD legislation. I shall not repeat 
these in full but only mention three of them. 
The first is the great ease with which it can 
be produced. As I said, I just read the other 
day where an eight-year old, using one of 
those chemistry sets that you buy for Christ
mas, produced LSD. I suppose the kid was 
pretty bright, but nonetheless that indicates 
just how easily LSD is produced. The second 
is that the drug is colourless, odourless and 
tasteless, and the third is that enough LSD 
can be soaked in a sheet of writing paper to 
supply a user for a month. Legislation which 
does not take these difficulties into account is 
simply not realistic and can lead to the seri
ous consequences I mention above.

Finally, though no legislator intentionally 
sets out to discourage research the fact that 
the legal supply of LSD in the United States 
was withdrawn from the market, and given 
over to one government agency, the National 
Institute of Mental Health, has led to the 
following practical consequences: First, only 
the most conservative and thus often the 
least useful of studies are authorized by this 
agency. I have so much support from this 
from all the men in the field that I think you 
will find this irrefutable. Second, authoriza
tion for research and medical use is given to 
a very few applicants and only after long 
periods of processing and the filling out of 
impossible questionnaires—and I mean 
impossible questionnaires. Third, grants are 
almost unattainable. Four, the stigma 
attached to working with an illegal drug 
places the reputation of a researcher in seri
ous jeopardy.

Professor Abraham H. Maslow, now Presi
dent elect of the American Psychological 
Association, totally abandoned all of his 
research, all of his potential research in LSD 
which had to do with his peak experience in 
self actualization. Many of you are probably 
very familiar with Dr. Maslow. He simply 
could not risk having his work and reputa
tion put into jeopardy.

Mainly for these reasons, research on LSD 
which nearly everybody agrees is necessary, 
and which represents one of the most pro
mising areas of study in science today—and 
this may be really one of the biggest break
throughs in science in the twentieth cen
tury—has practically come to a dead stand
still in the United States.
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In my brief I mention that there are only 
12 remaining studies. As it turns out now, 
since I started to write this down, that num
ber has been reduced to eight. Furthermore, 
many doctors cannot prescribe the drug for 
those persons whom they believe would 
greatly benefit from it.

I conclude my brief by offering positive 
recommendations for legislation in this area. 
Taking all of the problems which I have 
stated into account, I suggest, and many of 
my colleagues are of a similar opinion, that 
designated supervised regional LSD centres 
be established throughout Canada. These 
could be at universities and/or in hospital 
clinics. This would permit a safe outlet for 
those who want to use the drug and who 
would benefit the most from it. At the same 
time these would serve as research centres. 
Centres similar to this have been set up in 
Scandinavia and in England for other pur
poses. These centres and the supply of the 
drug should be under the control of the 
competent staffs, doctors and psychologists 
and researchers. In the meantime, doctors 
should be permitted to prescribe the drug, 
with no duress, to patients whom they 
believe will benefit from its use. It turns out 
that this has not been the case in the United 
States, even though there was no attempt at 
all to discourage reasearch in the same way as 
You are making no such attempt, neverthe
less these are all the side effects.

At the very minimum I recommend that 
the legislators seek as much objective tes
timony as possible before enacting any legis
lation. An international conference on LSD is 
to be held in Chicago the beginning of 1968. 
Would it not be a shame if Canada’s 
representatives arrive at a conference to 
explore the best ways of legislating for LSD 
when just a few months before an inade
quate and even dangerous LSD law had been 
put on its statute books? Would it not be so 
much wiser to await the conclusions of such 
a conference and profit from such interna
tional testimony?

Thank you for permitting me to to speak 
before this honourable body.

Senalor Croll: Mr. Chairman, may I ask 
one question? Doctor, please tell us some
thing about yourself, your background, edu
cation, your expertise; in other words, what 
qualifies you to come here?

Dr. Arons: Yes, sir. First let me say in all 
humility that I am not the best person to be

here. I tried to state that in my brief. I came 
here because of personal interest, in the 
sense that research, my own research in the 
United States at a university was again dis
couraged. I was unable to receive material to 
do this research. I came to Canada because I 
had the feeling or the belief that in Canada 
this sort of research would be permitted.

As to my background, I am an American 
citizen. I was born in Detroit. I received a 
bachelor of arts degree at Wayne State Uni
versity in Detroit. I was a member of the 
Psi-chi honour society. I went on to the 
University of Paris where I did my studies in 
philosophical psychology there. My studies 
were done on the subject of creativity. My 
thesis was written on that subject, and dur
ing my research at that time, although it had 
nothing to do with LSD since I did not know 
of its existence, I became very fascinated 
with certain accounts of very highly creative 
persons who were talking about experiences 
very similar to experiences reported concern
ing persons taking LSD. It did not click, if 
you will, until a little bit later when I began 
to speak to some of these creative per
sons—persons accepted as creative by virtue 
of being poets, writers, artists and so on— 
and then also speaking to some of these peo
ple who were taking the drug. I then began 
to realize that there was some great potential 
in terms of creativity involved in this drug. 
It was at that point that I became extremely 
interested, but I still was not involved in 
research in any way; I was just simply curi
ous. I read a lot on it in order to do this kind 
of research. I returned then to Brandeis 
University where I became very, very inter
ested in the problems.

I began to talk to some of my students and 
also to some of the professors over there, 
many of whom, such as Dr. Maslow, had 
been doing research but had cut it off, so I 
decided at one time to start a project myself. 
First of all, I used myself as a subject, and 
this was before the use of LSD was illegal in 
Massachusetts, before they had passed their 
laws, and I took 300 micrograms of LSD 
under certain conditions, and I kept very 
careful notes and observations of this. Then, 
over a period of a year and a half, on two 
different occasions, I took another 300 micro
grams, which is the average amount that one 
takes.

I become highly convinced that research in 
this area was extremely fruitful. However, 
by the time that I got round to starting the
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actual research project, the supply had been 
withdrawn. Some of my colleagues had 
attempted to apply to the National Institute 
of Mental Health for LSD, but they were not 
able to receive it and so I simply, along with 
everybody else, abandoned the study.

I then talked to a gentleman at Prince of 
Wales College, Professor Robert Carter, who 
is the head of the humanities there. He men
tioned his own particular interest in the 
philosophical insights that were being report
ed in LSD experience and what potential 
there would be in studies in this area. He 
interested me very much and suggested we 
could do combined research on this project. 
Based to a large extent on this project, I 
decided to accept the position at Prince of 
Wales College. Actually it was last January 
that I assumed the position and started my 
work this semester.

Senator Isnor: This was your entry to 
Canada in 1967?

Dr. Arons: Yes.

Senator Isnor: And you were at Wayne 
State University?

Dr. Arons: I went to Wayne State Univers
ity. I started in 1949, but I was out for some 
time in business and in other places. I 
returned in 1957 and finished with a Bache
lor of Arts degree in 1961. I finished that and 
had gone to France by 1962. I returned from 
France with a doctor’s degree in 1964.

Senator Walker: You asked for some up- 
to-date results to disprove what you said. At 
page 337 of Senate Hansard, our most distin
guished medical senator, Dr. J. A. Sullivan, 
read into the record this result published in 
May of this year by Dr. Donald B. Lauria, 
Associate Professor of Medicine at Cornell 
University Medical College. That is a well 
known university with a good medical col
lege, is it not?

Dr. Arons: Yes.

Senator Walker: And this is part of what 
he said:

Used promiscuously under uncon
trolled circumstances, LSD is extremely 
dangerous. It is absolutely unpredictable. 
Of the 114 cases hospitalized. . .

We are now getting down to specific cases...
.. .at Bellevue during a recent 18-month 
period, 13 per cent entered the hospital

with overwhelming panic. There was 
uncontrolled violence in 12 per cent. 
Nearly 9 per cent had attempted either 
homicide or suicide. Of the 114, almost 
14 per cent had to be sent on to long
term mental hospitalization, and half of 
those had no previous history of under
lying psychiatric disorder.

Now, you wouldn’t dispute that, would 
you, doctor?

Dr. Arons: I would not dispute it. But I 
would say there are many ways of interpret
ing these things. Let me put it to you this 
way. Just before I came here, two days ago, 
a lady came into my office and told me that 
her husband, a student of mine, was in 
Riverview Hospital in Charlottetown, Prince 
Edward Island. He had been arrested and 
taken there for the attempted murder of two 
girls on the street. He was wild and resisted 
arrest. Now, I had known this student at the 
academic level but not at the psychological 
level, and he had seemed to me to be a very 
fine student. I went over to the hospital and 
there discovered through being told by the 
psychiatrist that he had been under the influ
ence of alcohol, that he had resisted arrest 
and that complaints had been made that he 
had tried to take two girls off the street and 
kill them. Now this hanpened under alcohol. 
I am sure we are all familiar, or we should 
be if we read the newspapers today, of the 
effects when people get in a panic and have 
reactions from alcohol.

Senator MacKenzie: Mr. Chairman, we are 
not at the moment considering the evil effects 
of alcohol and I believe many of us may 
have our own opinions on this matter.

The Chairman: I said to the witness earlier 
that the scope of our consideration is the bill 
as it stands and what it contains. I think it 
was agreed that it does not interfere or 
inhibit research and controlled experiment. 
The bill deals with extending the coverage of 
this restricted drug and to create certain 
offences of possession and possession for 
trafficking. The question that we have to 
decide is this: Is it a potentially dangerous 
product to be permitted to be dealt in freely 
and not to be under control?

Dr. Arons: My own observation here, and I 
have the backing of a number of people 
because I did not want to give my own 
background exclusively on this matter—some 
of them are among the most recognized
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authorities in the field of LSD research in 
the United States, Canada and the United 
Kingdom—

Senator Molson: Have you read this book 
that Dr. Sullivan referred to the other day? 
It is entitled, Lysergic Acid Diethylamide 
(LSD) in the Treatment of Alcoholism. It is by 
Reginald G. Smart, Thomas Storm, Earle F. W. 
Baker, and Lionel Solursh. Have you read it?

Dr. Arons: No.

The Chairman: All I am trying to do as 
chairman is to keep the discussion within the 
relevant limits. The purpose of this bill is to 
provide that LSD shall be a restricted drug, 
and to create certain offences in relation to 
possession and possession for trafficking. It 
does not interfere in any way with research. 
Therefore it seems to me that evidence ad
duced here should be addressed to the ques
tion whether or not this is a potentially 
dangerous product to be permitted to be used 
indiscriminately by people or whether there 
should be some control in its use.

Senator McDonald: Could I ask the witness 
one question? I understand you said to the 
committee that one of the reasons you came 
to Canada, to Prince of Wales College in 
Prince Edward Island, was that some of the 
experiments you had been doing in the Unit
ed States were no longer possible and you 
thought that in coming to Canada you could 
carry on some of that work? Are you con
ducting experiments and doing research into 
LSD at Prince of Wales College now?

Dr. Arons: No. I have waited to find out 
what the situation would be concerning this. 
Many of my colleagues in Canada have writ
ten end volunteered the information that 
what they had been doing has been aborted 
and for that reason I have held up my own 
studies.

The Chairman: You want to see a change 
in this legislation?

Dr. Arons: Yes. I am sure nobody wishes 
to prevent or inhibit research, but I am 
speaking from experience of the effect that 
similar legislation has had in the United 
States. All I am saying now is that some sort 
of guarantee for research should be put in.

The Chairman: But surely that would 
apply only if research should be endangered, 
and that brings us to the question of the 
administration of the law and surely we

don’t get into that until after the law is 
enacted.

Dr. Arons: I was hoping we might learn 
from some of the experiences of our neigh
bours to the south.

Senator Gershaw: Mr. Chairman, if you 
turn to page 7 in this brief you will see 
where Dr. Smith has come to certain conclu
sions. He said that under properly supervised 
circumstances the drug is relatively safe. 
However, if any drug of unknown purity and 
unknown quality is taken in unsupervised 
circumstances it can be extremely dangerous. 
No one can tell what the results will be. The 
effects may last for a day and they may last 
for the rest of a lifetime. Unfortunately in 
the United States the circumstances predomi
nating were largely responsible for the 
adverse reactions of LSD. I would like to ask 
the witness if he doesn’t agree that the same 
thing applies in Canada, that these unknown 
results from the use of an extremely danger
ous drug, an impure drug, if taken by certain 
people without supervision can be extremely 
dangerous.

Dr. Arons: Yes, sir. I totally agree that this 
is the real problem. Most of the adverse 
effects come, it appears, either from impuri
ties, if a drug is not pure, or if it is taken in 
excess dosage or in circumstances where the 
person could have an adverse psychological 
effect when there is no guide. The point I 
was trying to make here was that ironically 
it seems to have turned out just the opposite. 
The “Mafia acid” LSD tablet, which I under
stand has been analyzed and found to have 
strychnine in it and no LSD at all, is all 
over the United States, because a legal and 
pure supply is not available. I am very upset 
by this and this is why I am prompted to 
come here, because what is happening in the 
United States is very dangerous.

Senator Gershaw: That is about all the bill 
proposes to prevent.

The Chairman: There is a danger in get
ting on a parallel line, and the two lines will 
never meet, in following this argument of Dr. 
Arons where we seem to be in agreement 
with the fact that under unsupervised cir
cumstances the use of this product would be 
extremely dangerous. When you are dealing 
with this sort of thing and you provide cer
tain prohibitions in legislation and you do 
not interfere in any way with the research
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element, you are permitting an area for 
research under supervision.

Senator Walker: Is not that the bill at the 
present time?

The Chairman: Yes.

Dr. Arons: I think it boils down to this 
particular question: Would the bill in any 
way, directly or indirectly, inadvertently cre
ate a situation such as we are trying to 
describe here as existing in the United 
States, where research has been stopped vir
tually and v/here the ability to obtain an 
impure drug has increased tremendously, and 
where the children are using the drug under 
unguided and unsupervised circumstances? 
Ostensibly, there was no bill in the United 
States which prohibited research. In fact, 
everybody was in agreement that research 
should go on and that these things should be 
taken in supervised conditions, but what I 
am really concerned with is what has been 
the effect of this legislation. In the United 
States it has been placed, in the national 
legislation, under the Institute of Medical 
Health, and it has become impossible for 
researchers to get the drug. Because of the 
panic that took place professors did not want 
to risk their reputations, and there were 
other things. Would the bill you are present
ing here have a similar effect, or can some 
guarantee be put into the bill which would 
prevent this?

The Chairman: The only guarantee is that 
the bill does not legislate against research; it 
does not legislate against the use of the drug, 
other than in the areas where offences are 
created—that is, possession, possession for 
trafficking.

Dr. Arons: There are two well-known 
researchers—Dr. Hoffer has been doing 
research with alcoholics in Canada, and Dr. 
Jensen—who have written to me, and I want 
to present this testimony, that just in the last 
year the drug in Canada has become impossi
ble to get. I do not know what your previous 
status was on this drug. Was it a controlled 
drug before?

The Chairman: It was a drug, and the only 
prohibition was the sale.

Dr. Arons: And even since this the Canadi
an representatives who sent back the ques
tionnaire told me their own research has 
been hindered. They are long letters, and I

do not intend to read them, but I would be 
glad to present them to the committee.

The Chairman: I appreciate everything 
you are saying, and I know the committee 
does, but we have a bill before us that deals 
with certain aspects, and there is nothing in 
the bill which would limit in any way 
supervised research. Therefore, we must 
assume there will be an intelligent adminis
tration under the Food and Drug authorities, 
and proper research will not be interfered 
with, until it is demonstrated otherwise. I do 
not know why they have had these d.fficul- 
ties in the United States. It may well be their 
administration is not geared to the problem, 
or they are trying to shut off things too fast 
and a lot of people get frightened. It is a fact 
that the pendulum in the United States will 
swing higher and lower faster than it will in 
Canada. In Canada there is an area in 
between; we never get as high on the high 
side or as low on the low side. This is the 
way you have to look at it, through our 
glasses.

Senator Everett: In appearing before this 
committee is not the doctor changing the 
emphasis that he put on the proposed leg: sta
tion in his brief? Now he seems to talk about 
the problems that this proposed legislation 
will place on valid research.

I would like to refer him to page 28 of his 
brief, recommendation No. 2, where he 
states:

... no penalties should be imposed for 
simple personal possession and use. 
Legislation should be primarily aimed at 
anti-social behaviour, as is presently the 
case with alcohol.

If I read that recommendation correctly, 
doctor, it would appear to me that you are 
suggesting that there be no legislation at all 
in the reference to LSD because that is legis
lation that might refer to the purity of the 
drug and its over-use, as in the case of 
alcohol. Is that correct?

Dr. Arons: Yes, the fact is, and I have to 
state this as frankly as possible, that no 
legislation will be able to be enforced with 
regard to LSD, as far as the use of the drug 
is concerned. So, given this fact, what do you 
do? It seems to me that if you pretend to try 
to enforce it, all you do is to sort of make a 
fool out of the law. This is what is happening 
in the United States, and I mentioned this 
because it is unrealistic. You cannot stop it.
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It is like turning on a salt machine in the 
ocean.

Senator Everett: Is not what you are say
ing that the only legislation the Government 
could possibly pass that would be realistic 
would be in relation to the Food and Drugs 
Act, as to the purity of the drug itself, and 
there is no other legislation that could rea
sonably or effectively be passed by a 
government?

Dr. Arons: I was suggesting indirectly that 
if we set up open channels for the use of the 
drug, that would guarantee the purity of the 
drug, so that the people who obtain these 
will find them pure, and you will also gua
rantee research at the same time and there 
will be no criminal outlet being created.

Senator Everett: And you would also gua
rantee unrestricted use?

Dr. Arons: I would not want to guarantee 
unrestricted use. In fact, the American feder
al legislation has no penalty for personal use 
as far as I know. I think there are many 
states in the United States that have placed a 
Penalty on personal use, and these have been 
total failures. The American federal legisla
tion has been much more reasonable.

The Chairman: It seems to me we are 
starting to go round in a circle with the 
doctor, and we are coming back to the same 
Point quite a number of times. We have more 
Witnesses and possibly we should move 
along.

Senator Molson: I want to ask a question 
°r so, because in his evidence Dr. Arons 
made some categorical statements. He said 
there had been no irreversible effects shown 
yet, and he said the statement that chromo
somes were damaged had been proven to be 
Wrong by a later study which he has as an 
appendix marked 1-B.

Dr. Arons: May I correct that? In essence 
We do not say it has been proven to be 
shown wrong. We say that one study has 
been presented, and then another study has 
been presented which disputes the first study.

Senator Molson: Perhaps I used the wrong 
word, but the inference there—I have not 
had time to read all of this appendix in 
detail, but in glancing at it I see that at the 
bottom there are the names of those present
ing the paper, namely, William D. Loughman, 
Thornton W. Sargent and David M. Israel-
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stam, and just above those names is this 
paragraph:

Note added in proof: Since submission 
of this paper a comparable study sup
porting conclusions opposite to our own 
has been reported.

Dr. Arons: Where are you, sir?

Senator Molson: This is at the bottom of 
Appendix 1-B.

Senator Burchill: Is it on the first page?

Senator Molson: No, it is on the last page, 
just above the signatures of the three gentle
men from the Donner Laboratory. The para
graph continues:

Also, a paper has been called to our 
attention reporting a half time of LSD in 
vivo in human plasma essentially identi
cal to that which we calculated from the 
mouse data.

So when you state categorically there has 
been no proof that chromosomes have been 
damaged, I would point out that there seems 
to be some doubt in the minds of the gentle
men who wrote this paper.

Dr. Arons: This is generally the way a 
paper is finished. This whole area of chromo
somes is left in the air. I did not mean to tell 
you that this was a definitive study. What I 
meant to say was that all publicity had been 
given to the fact that there had been great 
damage, and this study was set up to try to 
verify that—to try to find out if, in fact, 
there was such damage.

Senator Molson: They do not find such 
damage, and then they find that a further 
study suggests there is damage. So, we are 
right back where we started. There are vari
ous studies proving various things.

The Chairman: I would point out that 
there are other witnesses present this morn
ing. I understand that Dr. Krippner has 
something to say for our consideration, with
in the guidelines I have laid down. Would 
you like to come up here, Dr. Krippner, and 
give your qualifications?

Dr. Sfanley Krippner, Senior Research 
Associaie, Department of Psychiatry, Maimo- 
nides Medical Centre, New York: Yes. Dr. 
Arons has a full list of my qualifications, and 
I should like to say that if the snow abates I 
have a plane to catch a little later this 
morning.
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I am Senior Research Associate in the De
partment of Psychiatry at the Maimonides 
Medical Centre in Brooklyn. This is my tenth 
trip to Canada. I come up frequently to do 
workshops for teachers in Montreal, Toronto, 
Port Arthur, Fort William, Hamilton and 
Guelph. My educational background is in 
psychology, and I am working in a psychia
tric unit at a hospital.

My own area of competence in the LSD 
field is a number of surveys I have made on 
the illicit usage among teenagers, college stu
dents and artists, of LSD and associated com
pounds. My first paper on LSD was printed 
in 1962. I presented a paper to the American 
Psychological Association on LSD in 1967, 
and in 1968 four additional papers of mine 
will be published in four separate books, 
coming out in the United States. I think that 
that is sufficient for the time being.

The Chairman: Now, on the point with 
which we are concerned in respect of this bill 
have you any presentation you would like to 
make?

Dr. Krippner: Yes. I think we should stick 
very closely to the point here, because I 
certainly share the concern of the senators in 
respect of restricting the use of LSD. Of 
course, in my opinion, there is no doubt 
about it. LSD is a potentially very dangerous 
drug, and legislation is certainly needed. The 
question, therefore, comes down to: what 
type of legislation should there be?

One of my medical colleagues, Dr. Walter 
C. Alvarez, one of the most distinguished 
medical men in the United States, and 
Emeritus Professor of Medicine at the Uni
versity of Minnesota, has given me a letter 
which he has allowed me to present to the 
committee. I am in total agreement with the 
contents of this letter and I should like to 
read it to you:

“I am much opposed to the passage of 
any laws to make illegal the sale or use 
or possession of LSD for several reasons.

First, as we all know, the law to pro
hibit the sale and use of alcohol was a 
terrible failure, which made matters only 
worse.

Second, the law to prohibit the sale 
and possession and use of heroin has 
been a pathetic failure.

Third, any effort to stop the sale and 
possession and use of LSD is almost cer
tainly doomed to failure because LSD

can so easily be made; because without 
color or smell or taste it is extremely 
difficult to recognize; and because the 
dose is so extremely small that a man 
could bring into our country thousands 
of doses in a fountain pen.

Finally, the passing of a law against 
LSD will serve only one purpose and 
that will be to interest mildly psychotic 
boys and girls to get some of the drug, 
and to try it on themselves. Only if LSD 
is ignored can we hope that the present- 
day fad of using it will pass. Let us 
remember that LSD is not an addictive 
drug like heroin.

Also, any prohibitive law would be 
unfortunate in that it would almost put 
an end to research with the drug carried 
out properly in scientific laboratories.

Sincerely,
Walter C. Alvarez, M.D., Emeritus 
Professor of Medicine, University of 
Minnesota, Professorial Lecturer, Uni
versity of Illinois.”

Senator Isnor: He is speaking of American 
laws?

Dr. Krippner: Yes, he is speaking of 
American law, but he said I could use this, 
and present it to this committee for whatever 
benefit it may have.

I have one question I should like to ask the 
senators in respect to the putting of LSD on 
the list of restricted drugs. I should like to 
know which other drugs are on the list and 
which are currently being used in medical 
research.

The Chairman: Dr. Hardman, can you give 
us that information?

Dr. A. C. Hardman, Director, Bureau of 
Scientific Advisory Services: Under the pro
posed legislation the only one mentioned in 
the schedules is LSD. There are no other 
hallucinogenic substances.

The Chairman: Schedule J, which is set up 
by this bill, has only the one item in it at the 
present time, but I gather the witness’s ques
tion was in respect to what controlled 
drugs—this is in respect of a restricted drug, 
and his question was directed to the area of 
controlled drugs. I think his question was 
that general.

Dr. Hardman: The only other drugs are 
those in the barbiturate and the ampheta
mine groups.



Banking and Commerce 65

The Chairman: What about research in 
connection with them?

Dr. Hardman: These are legally available 
to any physician in Canada who can pre
scribe them. The regulations under the con
trolled drugs legislation, or part of the Food 
and Drugs Act, provide for the prescribing of 
those drugs by a physician. That is under the 
controlled drugs legislation. The position with 
respect to LSD is that there has not been a 
demonstrated medical use for it at the pres
ent time, and consequently it is not general
ly available to the medical profession to pre
scribe. The regulations which provide for its 
disposition to various research workers are 
contained in Division 7 of the Blue Book, and 
these enable the minister to authorize the 
sale to a recognized institution for laboratory 
research or for clinical research.

Dr. Krippner: Therefore, am I right in 
understanding that LSD will be the only 
drug that bears the title “Restricted Drug”.

Dr. Hardman: That is in the bill that is 
before the Senate at the present time. I can
not say what other drug will be placed on 
the restricted drug schedule. This will be 
related to the demonstrated abuse of other 
drugs in Canada. If there is a demonstrated 
abuse then there will be a recommendation to 
the Governor in Council to place other drugs 
in the schedule.

Dr. Krippner: That is fine. That is very 
helpful.

Dr. Hardman: This is legislation which 
will enable the Governor in Council to take 
action in respect of placing drugs on a 
restricted schedule.

The Chairman: Just on that point I should 
like to say that there is authority in the Food 
and Drugs Act for the Governor in Council 
to make regulations providing for exemptions 
from the generality of the prohibitions that 
you have in the statute, and particularly in 
subparagraph (j) of subsection (1) of section 
24 the authority is that the Governor in 
Council may provide by regulation for 
exemption of any food or drug from all or 
any of the provisions of the act, and pre
scribe the conditions of such exemption. So, 
there is full authority to deal with it.

Senator Molson: Mr. Chairman, has the 
doctor any more evidence for us?

Dr. Krippner: I think it would be pertinent 
to read into the record the former statement 
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of Dr. Lauria, who was cited a few minutes 
ago in terms of the Bellevue cases with 
which I am in full agreement. Dr. Lauria 
says in a book LSD and Society published 
this month by the Wesleyan University 
Press:

I think we are in a real dilemma. In 
1964 there were about 70 licensed inves
tigators of LSD, in 1965 39, in 1966 31, 
currently only 16.

Since the book has come out it has gone 
down to a smaller number. Here we have 
some evidence of one kind from Dr. Lauria 
showing the decrease in research as the 
laws went into effect in the United States, 
laws that had absolutely nothing to do with 
research. The only thing I am pleading for is 
that in the legislation being considered—and 
I understand LSD is the first drug to be 
banned as a restricted drug—no patterns will 
be set which will in any way damage 
research. For example, can you think of the 
difficulty a professional scientist might have 
with his colleagues if he were to do research 
with a drug that had been banned as a 
restricted drug? Why not call it a research 
drug? Why not do something else to make 
research possible?

In terms of LSD having no medical use, I 
would disagree. I think the evidence is very 
clear. Dr. Pahnke and Dr. Kast have said 
that LSD is of proven value with terminal 
cancer patients. This evidence is summarized 
in this book as well as in medical journals. 
Both Dr. Pahnke and Dr. Kast are physicians 
who have done research on terminal cancer 
patients, and have been able to relieve their 
pain and ameliorate their condition during 
the last days of life. I think there is no doubt 
that there is a demonstrable medical value in 
LSD.

The Chairman: We are not interfering with 
that in any way. Do you think we may be, 
based on what has gone on in the United 
States?

Dr. Krippner: Yes.

The Chairman: We do not think so, but we 
will find out.

Dr. Krippner: In addition, let me mention 
just two other things. The first country 
which outlawed LSD was South Africa, set
ting the pace for what has been going on. On 
the other hand, interestingly enough a great 
deal of LSD research currently goes on 
behind the Iron Curtain. No LSD research
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goes on in Africa since the drug was 
outlawed.

Currently an editorial in the International 
Journal of Addiction comments that the 
United States legislation on LSD may well 
have brought into the United States a new 
wave of McCarthyism and those of you who 
remember the McCarthyism era of the early 
fifties would, I am sure, dread this to take 
place. To be specific, the editorial states:

Whether it was wise to dub these 
drugs as “dangerous” and call in the 
police to protect us from them is no 
longer open to question. The police have 
been brought into the picture. What 
remains to be seen is whether they will 
act with restraint, whether the profes
sions concerned with drugs will be bul
lied, whether black markets and bootleg
gers and new subcultures are forced into 
being, and whether, in short, we allow 
ourselves to be whipped into an “Anslin- 
gerist hysteria” about this problem. If 
that happens, orgies like McCarthyism 
and the Palmer raids may look pretty 
tame in retrospect.

A case history was cited in which the 
police broke into a party of college students, 
and when they could not find any LSD on 
the premises they found some codein tablets, 
called them miracle drugs and arrested 
everybody in sight. This is typical of what 
has come about as a result of what I consider 
ill-advised legislation. Furthermore, legisla
tion is nothing to do...

The Chairman: Before you go on, is it 
illustrative of that, or is it not illustrative of 
poor administration and excess of authority?

Dr. Krippner: If the legislation had been 
clearer the administration would not have 
been allowed to go to extremes.

The Chairman: Do you not find that at 
times poor administration in other areas of 
criminal offence, for instance in the search 
for a murderer or a person who has stolen 
money, that sort of thing?

Dr. Krippner: You certainly do. This is 
why legislation has to be very clear. Another 
thing which I think legislation must be clear 
on is what happens to people if you arrest 
them when they are in the middle of an LSD 
experience. You may toss them over the edge 
into a psychosis, which has happened in a 
number of cases with which I am familiar.

What provision will be made to provide psy
cho-therapy for these people in their cells 
while awaiting trial?

The Chairman: Is that the way you test 
the beneficial effects of the value of legisla
tion, that if a violator of the law is 
apprehended it may be a bad time to 
apprehend him because he is in a certain 
physical or mental condition, and if the law 
permits him to be apprehended in that condi
tion it is bad legislation?

Dr. Krippner: It is bad legislation because 
it does not set up a training program for the 
police to ensure they know what precautions 
to use during arrest so that they do not harm 
somebody in this unfortunate condition.

The Chairman: There are differing view
points on that, doctor, as you will agree.

Dr. Krippner: No, I do not think there are, 
because so many police in New York City—

The Chairman: What I mean by that is 
that I have a different view from the one you 
are now expressing. If people violate the law 
they should be apprehended.

Dr. Krippner: That is very true.

The Chairman: If they have to, within the 
capacity of the persons who apprehend them 
care is exercised, but there is a limit to what 
you can expect, and there is a limit to what 
the violator of the law can expect.

Dr. Krippner: I think it is a question of 
compassion and humanity.

The Chairman: There is a limit to that too, 
I think.

Senator Isnor; Have you read this Bill 
S-21?

Dr. Krippner: Yes.

Senator Isnor: Have you any objection to 
any clause in the bill, and if so, which 
clause?

Dr. Krippner: This is the whole point. 
Canada is embarking on a new type of legis
lation and will be involved in this in the 
future. Marshall McLuhan predicted what is 
going on right now with that sort of chang
ing experience. I think the legislation should 
be clarified. I think time should be spent in 
drafting a propitious piece of legislation. 
This, of course, is one reason for the interna
tional conference on LSD to be held in 
Chicago in February, sponsored by the II-
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linois Medical Society, so that they can bring 
physicians and lawmakers together to pro
pose a model LSD bill which will hopefully 
eliminate some of these problems.

The Chairman: You acknowledge that this 
is a potentially dangerous problem. Within 
the scope of the knowledge we now have 
certain legislation is being proposed, but 
legislation is not a static thing. As the area of 
knowledge increases, undoubtedly the area of 
legislation will vary and change in its 
application. You have only to look at the 
annual statutes in the United States federally 
and statewise to see amendments to bills 
coming up because the area has extended, or 
experience has taught them some more 
things. We are therefore not creating some
thing now that is static; it will move on. It 
will move on from this area, and we put no 
prohibitions in the way of study and 
research.

Dr. Krippner: I am very sympathetic with 
your viewpoint, because this is indeed the 
spirit that I like to see. Our point is that in 
the United States it just has not worked out 
this way, perhaps because we have not had 
legislators of your stature and wisdom. It 
just has not worked out this way. The laws 
have been static. In fact, there has been no 
amelioration of the situation; things have got 
worse. As far back as 1962 I said that if no 
measures were taken immediately the crimi
nal underworld would enter the picture, and 
they have. We now have a much worse pic
ture on our hands than we had before the 
laws were passed.

The Chairman: Is there any other ques
tion? Is there anything else you would like to 
say on this point, doctor? I have to keep the 
representations within the limits of the bill.

Dr. Krippner: That is very wise, and I 
think I have to get back to this senator’s 
question. You ask me if there is anything in 
the bill I object to. This is not the point. The 
point is that the bill is too vague and unde
fined. I think that a further study, or perhaps 
some definition pushed into the bill, would 
specifically allow for research, and also 
special provisions that might be hard to set 
up once the law is in effect.

The Chairman: I referred you to a section 
in our Food and Drugs Act under which 
regulations can be enacted by the Governor 
in Council providing for exemptions from the

effect of the law and providing for the condi
tions of exemption, which would be for 
instance the conditions under which there 
should be research.

Dr. Krippner: The same thing was done in 
the United States and the research has gone 
downhill.

The Chairman: We will have to see what 
happens.

Dr. Krippner: I hope you will benefit from 
our sad experience.

The Chairman: We have never turned our 
back on experience.

Dr. Krippner: That is all I have to offer.

The Chairman: Are there any other ques
tions? Thank you, Dr. Krippner.

Dr. Perry-Hooker, is there anything, within 
the guidelines that I have provided, that you 
would like to address yourself to on this? If 
so, would you come forward and state your 
qualifications.

Dr, John H. Perry-Hooker, Medfield State 
Hospital, Harding, Massachusetts: Yes, I am 
John Hollister Perry-Hooker, age 44. I have a 
Bachelor’s degree in chemistry from the 
University of Vermont, 1944. I am a Doctor 
of Medicine, University of Vermont, 1947. My 
interneship was at the training hospital for 
Dartmouth College. I have had three years of 
residency training in psychiatry at Norwich 
State Hospital and Medfield State Hospital in 
the United States.

I have had one year’s training at the Law- 
Medicine Institute, Boston University, and 
my attention was directed primarily to this 
field, the use and traffic in illegal and unau
thorized medications.

I have had training and experience at the 
Bridgewater State Hospital for the criminally 
insane, and the Norfolk and Walpole houses 
of correction for men, and at the Framing
ham House of Correction for Women. I have 
been the consultant for the district court of 
West Newton in Massachusetts. I am current
ly a consultant for the probate court for the 
district of Dedham. I am now licensed in 
three states, Vermont, New Hampshire and 
Massachusetts, and I am supposed to be 
qualified as an expert in forensic psychiatry. 
My current position is that of senior psychia
trist in the department of mental health for 
the State of Massachusetts. I am at the Med
field State Hospital and I am in charge of
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legal psychiatry and the day care and 
after care programs. In addition to this, I 
maintain a private practice on Beacon Hill 
in Boston, which is an area in which our 
intelligent delinquent population lives.

My purpose in being here is to direct your 
attention to the type of person that this legis
lation is aimed at. There is no practical way 
that you can separate the dealers, the dis
tributors and the users. There just simply is 
no way. I have 83 patients in my current 
treatment folder. Of those, 48 use LSD social
ly or for medical reasons. Seven of them use 
LSD very heavily. Now, of those, two are 
graduate students; they have a bachelor’s 
degree, they have a master’s degree, they are 
working on their doctorate.

The age range of these people is 16 to 26, 
with one person being 36. The average age is 
20. Of those, 37 have completed high school, 
29 are currently in college, 4 are graduates 
and 3 are graduate students. All of these 
boys—they are all young men, with two 
exceptions—all of these people, I think, from 
reading your proposed statute, would come 
under its terms.

These people obtain LSD illegally, and 
through unauthorized channels. They use 
things that are not standardized. They take 
turns in getting hold of this, knowing full 
well that if one person does it that sooner or 
later he will be caught but that if there are a 
dozen people who take turns getting it and 
bringing it into Boston, splitting it up, then 
the risk is minimized. Of these 48 people—if 
you would apply the penalty of this act, you 
will deal with child of one of our highest 
administrative officials in the State of Massa
chusetts; you will deal with the son of a 
legislator; you will deal with the son of a 
prominent dentist, and you will deal with 
two sons of prominent physicians. All these 
kids are sons of prominent people. That is 
one of my problems. I have in treatment two 
boys who are sons of prominent attorneys. 
Since my words will reach the United States, 
I cannot identify one especially, but I will 
say he is a high official in the state. Several 
of these boys are sons of prominent industri
alists. Most of them are of the middle class or 
upper class.

The practical experience in Massachusetts 
has been that our right to practice medicine 
has been interfered with. Our physicians are 
naturally reticent. They avoid the limelight, 
and they prefer to avoid any dealings with 
the law.

At Medfield State Hospital we have an 
admission rate of over 500 people a year, and 
in 1966 the primarily problem of 208 of these 
people was alcohol. We have used LSD as a 
pilot project in the treatment of these people, 
under the sponsorship of Dr. Harry Freeman 
who is in charge of clinical research. We had 
to stop this. We have packed up our supplies 
of medication and sent them back. So that 
Medfield is no longer able to do research.

A practical consequence of legislation of 
this type is that in Boston we are at the stage 
of interference with the lives of students. In 
the Beacon Hill area where I am, it is quite 
common for the police to invade apartments 
at night and conduct illegal searches and 
seizures.

Now, technically and finally, these boys 
can be acquitted, but the publicity, the no
toriety, has a lasting effect on their futures— 
and the majority of these people are college 
students. There is an alienation of these boys 
from the due process of law. They view the 
moral standards of their elders with con
tempt. There is only one standard that I can 
apply to these people, and that is the stand
ard of danger.

This is a dangerous drug. However, com
paratively, compared to other medications 
that physicians use ordinarily, in their ordi
nary practice, it is not a dangerous drug. In 
my personal professional experience, LSD is 
beneficial in certain types of patients, but I 
cannot legally prescribe it. I would not even 
attempt to. I cannot keep ordinary clinical 
records. I have to maintain double sets, one 
for public inspection and one for my own 
private information.

I would just mention that one of the rea
sons that people do take LSD is that it does, 
in my experience, make people less comba
tive, less rowdy.

I have one young man in particular who 
was in street fights and night fights and other 
kinds of delinquent activities. After taking 
unauthorized LSD, half a dozen times over a 
period of a few months, his personality 
changed and he is quite a peaceful and docile 
young man.

At our state hospital, particularly with 
patients that are what we call obsessive-com
pulsives, we would like to be able to use this 
drug, but under current standards we cannot 
do this in Massachusetts. In summarizing, 1 
will say that there is simply no practical way
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that you can separate the dealer from the 
user.

The Chairman: Any questions?

Senator Pearson: Where would the dealer 
obtain the LSD?

Dr. Perry-Kooker: In Boston there are two 
Principal sources. We have very fine chemis
try faculties and almost every graduate stu
dent in chemistry is able to manufacture this 
substance. Almost any graduate student in 
the Cambridge area.

Senator Pearson: That would be unauthor
ized, though?

Dr. Perry-Hooker: It is unauthorized, but 
there is no practical way of stopping it. The 
other main source is still in Boston what they 
call “osley tablets” Which are manufactured 
illegally in a western state.

Senator Aseltine: Do the students manu
facture their own LSD?

Dr. Perry-Hooker: Yes, any competent stu
dent can.

Senator Aseltine: What training do they 
need in order to be able to do that?

The Chairman: None.

Dr. Perry-Hooker: Almost none. I am a 
graduate student in chemistry myself, and 
although I have not done any work in chem
istry at all for over 25 years I think I could 
get together the proper equipment and do it.

Senator Molson: You recommend, then 
that nothing be done to prevent the indis
criminate non-medical use of LSD? Is this 
your point, doctor?

Dr. Perry-Hooker: My point is that it 
should be handled like any other ordinary 
Powerful medicine that a physician uses.

The Chairman: Like morphine?

Dr. Perry-Hooker: Like morphine, codein, 
digitalis, cortisone, belladonna, and so on. It 
is irrelevant, but currently the most single 
disrupting drugs to these students are the 
amphetamines. There is no really practical 
Way to control this problem. People who use 
LSD are, essentially, not dangerous. People 
who use amphetamines are very dangerous.

Senator Baird: And it is not habit-forming.

Dr. Perry-Hooker: LSD is not habit-form
ing.

Senator McDonald: You say that people 
who use it are not dangerous?

The Chairman: People who use LSD, he 
said, are not dangerous. What do you mean 
by that?

Dr. Perry-Hooker: There is a problem. You 
have to establish a standard of danger, but 
relatively speaking compared to many other 
common substances it is not dangerous.

Senator McDonald: Are the people not 
dangerous or is the use of LSD not 
dangerous?

The Chairman: Dangerous to themselves or 
to the public?

Senator McDonald: That is the second 
question.

Dr. Perry-Hooker: My experience with 
LSD is that it produces a toxic psychosis, if 
you take inordinate amounts of it, which 
does produce, according to the personality 
structure or the mental illness present, cer
tain effects. If ordinary students take LSD 
they lose their sense of time. They may have 
visual phenomena. They usually are peaceful. 
They have an exaggerated imagination, but it 
is all soon over. It is over in eight or ten 
hours. Occasionally, however, people will be 
disturbed for several days. If someone who is 
a schizophrenic or a paranoid schizophrenic 
takes LSD, then you are in trouble, but even 
so you are in less trouble than if he were to 
take alcohol and in far less trouble than if he 
were to take amphetamines.

Senator Thorvaldson: Speaking of danger
ous drugs, how do you classify heroin, for 
instance, as against LSD as being a danger
ous drug? I ask that just for the comparison.

Dr. Perry-Hooker: I have only one patient
who uses heroin to any extent. In his case 
there certainly is little physical danger con
nected with it. It is essentially a preservative.

Senator Thorvaldson: That is heroin?

Dr. Perry-Hooker: Heroin, yes.

Senator Everett: Then, doctor, what you 
are suggesting is that LSD should be availa
ble through a physician’s prescription. Is that 
correct?

Dr. Perry-Hooker: That would be my 
recommendation, yes.
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Senator Everett: If it can be made by any 
graduate chemist, then what does the 
restricting of it to a physician’s prescription 
do for us?

Dr. Perry-Hooker: I think it sets a reason
able standard that this current generation 
growing up will accept.

Senator Everett: Presumably, when a 
physician prescribes morphine of belladonna 
or digitalis, he has a medical reason for doing 
so.

Dr. Perry-Hooker: That is correct.

Senator Everett: Not a research reason, as 
a general rule.

Dr. Perry-Hooker: Well, medical reasons, 
you say. Our research project was essentially 
a medical project.

Senator Thorvaldsen: I have just one other 
question. I am assuming that in Massa
chusetts you have narcotics control similar to 
that which we have here in Canada under 
our Narcotics Control Act. Would you suggest 
that LSD might come within the provisions 
of a narcotics control act and be controlled in 
the same way as narcotics are? Would that 
be more feasible or logical?

Dr. Perry-Hooker: It could be included in 
such a situation, I would expect. However, it 
is not habit-forming and it produces no 
physical addiction, so it would probably end 
up as a separate category.

The Chairman: Are there any other ques
tions? We have one more witness.

Senator Burchill: I just wanted to ask the 
doctor one question on something I am just 
not clear on. You say doctors have prescribed 
LSD in the treatment of certain patients, and 
you were just mentioning some of those.

Dr. Perry-Hooker: Yes.

Senator Burchill: They have been unable 
to get a supply, however, so they have had to 
stop treating such patients. Is that correct?

Dr. Perry-Hooker; That is correct, yes.

Senator Molson: Mr. Chairman, if I may, I 
am not quite clear on the answer that the 
doctor gave me a moment ago. I am not sure 
whether he is in favour of the unrestricted 
availability of LSD. I think what he said 
sounded rather as though he were, but that 
was offset by his answer to a later question

referring to LSD being available under the 
prescription by a registered physician. Now, 
would you consider that legislation which did 
not prohibit its use or sale to physicians by 
prescription as satisfactory? I want to know 
what your point is on this doctor.

Dr. Perry-Hooker: If I may point out our 
essential problem, alcohol is used socially and 
medically; marijuana is used socially and 
there is some evidence that there is medical 
benefit from some of its substances; coffee is 
used socially and caffein is used medically. 
So we have a substance here that can be, is 
and will be used in two ways. The students 
use it socially. I expect that now 60 per cent 
of the graduate student body in the area of 
Boston use this at least occasionally socially. 
So we have a substance which is being used 
socially by the generation which is growing 
up. We also have a substance that has a 
proper medical use. Now, speaking medically, 
I do not think anyone should use any unau
thorized drug or medication without a physi
cian’s authority.

Senator Molson: Would that include LSD?

Dr. Perry-Hooker: That would include 
LSD.

Senator Molson: Then you are not in 
favour of the unrestricted availability of 
LSD; rather, you are in favour of its availa
bility under a physician’s prescription.

Dr. Perry-Hooker: No, I am not in favour 
of the unrestricted availability, but I must 
accept the fact that it is so used and will be.

Senator Molson: Yes, but that is not the 
point. I want to know your position on it.

Dr. Perry-Hooker: My position is, medical
ly, that it should be available on prescription.

Senator Molson: Thank you.

Senator Everett: I wonder if I could ask
the doctor one question. If the prohibition 
was that LSD could only be used on pre
scription, would he agree that there should 
be a penalty against the physician for pre
scribing LSD for purposes other than 
research or valid medical use.

Dr. Perry-Hooker: Yes. I think it should be 
a misdemeanour.

Senator Everett: Thank you.

The Chairman: The last witness is Mr. K. 
Izumi, from Regina, Saskatchewan.
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Mr. K. Izumi. Architect, Regina, Saskatch
ewan: Mr. Chairman, I come here rather 
unprepared, and I ask you whether the citing 
of my experience is relevant to the particular 
issue at hand? I think it is a matter of 
opinion. However, I would like to have the 
opportunity to present another side of this 
subject, because there is one area of rele
vance concerning the draft amendment 
which has just been handed to me. I would 
like to deal with the question of the amend
ment, following the background leading to 
this question.

The Chairman: Well, the draft amendment 
has not been considered by the committee 
yet.

Mr. Izumi: What I have to say might be 
pertinent if such a draft is going to be 
considered.

The Chairman: I cannot predict for you 
what decision the committee will make in 
relation to this proposed amendment.

Mr. Izumi: I would just like briefly to state 
that I am neither a psychiatrist, a physician 
nor a psychologist. I am an architect, and 
based on that I wonder whether the members 
of the committee would wish to hear what I 
have to say.

The Chairman: It is not a question of hear
ing what you have to say; it is a question of 
hearing representations which are relevant to 
the substance of this bill. The substance of 
this bill deals with the prohibition as to 
possession, and possession for trafficking and 
for providing penalties. That means if it is 
potentially dangerous drug, should there be 
these prohibitions. That is the situation into 
which this resolves itself.

Mr. Izumi: In that regard, I am concerned 
With another aspect and that is the area of 
research. I am concerned with the kind of 
questions that have been raised with respect 
to the use and the limitations for medical 
purposes, and so on.

The Chairman: Even if this bill becomes 
law, there is nothing in our food and drug 
law which would prevent the Governor in 
Council from passing a regulation which 
would exempt research and provide condi
tions for research in connection with this 
Particular substance.

Mr. Izumi: I think what I have to say only 
Pertains to the research aspect of it and I 
wonder if the honourable senators are of the

opinion that they would like to hear what I 
have to say.

Senator Isnor: Give him the opportunity, 
Mr. Chairman.

The Chairman: All I have been speaking to 
are the limitations within which you should 
make your representations. We are not get
ting into a debate on the virtues, etc., of this 
particular product.

Mr. Izumi: My name is Kiyoshi Izumi and 
I am a partner in the firm of Izumi, Arnott 
and Sugiyama, Architects, Engineers and 
Planners. My educational background is 
Bachelor of Architecture from the University 
of Manitoba, Master in Planning from MIT. I 
have also attended the London School of 
Economics, and the Architectural Association 
School in London to study the social sciences, 
economics, law, and so on. I am located now 
in Regina, Saskatchewan. I am a member of 
a variety of professional associations and my 
current and some recent activities have been 
as consultant and advisor to various bodies, 
including the Advisory Health Group of the 
National Building Code, the Associate Build
ing Committee of the National Building Code, 
the Architectural Advisory Committee of 
Expo and the Scientific Advisory Committee 
of The American Schizophrenia Foundation.

I was a member of the survey team on 
mental health for the National Institute of 
Mental Health in the United States. I assisted 
in the drafting of the new design and con
struction standards for the psychiatric hospi
tal for our own Department of Health, and I 
have acted as adviser to a number of hospital 
projects both in the United States and Cana
da. Currently I am advising on the psycho
logical and architectural research in a varie
ty of universities both in Canada and the 
United States.

My relationship with LSD arises from the 
problems I encountered in designing facilities 
for the care and treatment of the mentally 
ill. In 1957 I participated in the use of LSD 
to get a better understanding of the nature of 
the problems of the mentally ill. I was made 
particularly aware of the perceptual difficulty 
which is pertinent in architectural design. 
Subsequently I have taken LSD under very 
carefully controlled conditions, and as a 
result of this kind of thing and its relevance 
not only to the physically but particularly to 
the psychologically handicapped people, I 
have expanded my work and published
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papers and given papers and participated in 
discussions with respect to the psychological
ly handicapped.

Senator MacKenzie: What was the nature 
of the control when you took LSD?

Mr. Izumi: The first experience with LSD 
was uncontrolled in the sense that Francis 
Huxley, Dr. D. Blewett, Dr. H. Osmond and 
Dr. A. Hoffer were involved and it was 
thought that I should participate in this 
experience as they put it, to just enjoy the 
experience. The subsequent experiences were 
under controlled hospital conditions in the 
Saskatchewan Hospital at Weybum and the 
University of Saskatchewan Hospital.

Senator MacKenzie: How long did the con
trol carry on?

Mr. Izumi: Until I was completely free of 
the effects of LSD. In each of these situations 
it was structured that I participate, for 
example, in the other patients’ day-to-day 
routine, specifically in terms of the architec
tural interest which I had. I would ride up 
and down various types of elevators, walk up 
and down various types of stairs, look out 
certain windows, and go to the top of a 
high-rise building and so on, and so learn to 
understand some of the behavioural difficul
ties arising from these perceptual problems 
that arose.

Subsequent experience has shown that in 
my particular case, and this is where it is a 
very subjective thing and not at all an objec
tive kind of study such as the other people 
have presented, that I have been able to 
understand the nature not only of the varie
ties of the mental illnesses as we have 
defined them, schizophrenia and so on, but 
also the problems faced by the mentally 
retarded, the mentally defective, the alcohol
ic, the narcotic addict, the autistic child, the 
emotionally disturbed and the aged. From 
my discussions with my colleagues, the psy
chiatrists, the psychologists, the anthropolo
gists, and so on, and through the use of LSD 
I have been able to establish a kind of empa
thy with this variety of people suffering from 
physical and psychological handicaps.

Senator MacKenzie: Is there a continuing 
process as a result of this or have these 
effects come completely to an end?

Mr. Izumi: Well, I have retained some of 
these effects. One of the interesting phenome
na is that I have been able to communicate

better with the social scientists who are par
ticularly involved in this. For example, Mr. 
Schoenbaum in his book Planning Facilities 
for the Crippled Child talks about cerebral 
palsy, and as a result of these experiences 
and as a result of reading I began to sense 
and understand their perceptual problems. 
He mentions, for example, that the nature of 
privacy is very significant for these children, 
and I appreciate what he is getting at; and I 
am able to think in terms of the physical 
environment which would minimize some of 
the psycho-social problems they face.

Senator Pearson: Were you able to com
municate easier with the mental patient?

Mr. Izumi: Yes. My interest in this is not 
from the medical point of view, but from the 
point of view of the use of this kind of drug 
and others which would be the vehicle for 
many of us who are presumably classified as 
normal to begin to understand the nature of 
the problems of others. I have looked at it 
from the point of view of the physically and 
psychologically handicapped people, and my 
interest in the legislation is to see that it does 
not curtail this kind of research.

In the United States there had been other 
architects and creative artists and people 
involved in the design of the physical envi
ronment, as it were, starting to do some 
research, and I understand it has been com
pletely stopped, not because, as the others 
have pointed out, there is any specific restric
tion but because, in part, there is a planted 
fear to do this because of some of the 
adverse publicity.

The Chairman: Would your answer to the 
question which was asked of the last witness 
—as to the conditions under which he would 
support the use of this product—be the same? 
In effect, he said to have it available under 
supervision or on prescription.

Mr. Izumi: Yes, I would agree it could be 
highly dangerous—and when I say “danger
ous,” it is a matter of opinion. I appreciate 
this because, quite frankly, although a prod
uct of western culture, a born Canadian 
educated in Canada and Europe, and so on, I 
have the Oriental background and my sense 
of perspective in this respect, in many cases, 
I find, is in opposition to contemporary west
ern thought.

In this respect I would like to touch upon 
the philosophy, as it were, of the kind of 
legislation you are presenting, and I feel I 
am young enough to represent or to sense the
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feelings of the group that Dr. Perry-Hooker 
talked about, in terms of its rebellion 
towards the so-called government of laws. I 
would point out to you that unless the law 
considers not purely the intelligence of the 
individual but also his emotional and other 
drives behind it, the law will not be 
successful.

In this respect, as a long-standing member 
of the National Building Code, and as a 
Professional planner, I have had some 
experience in drafting planning legislation, 
design standards, construction codes and the 
National Building Code, and I can assure you 
that unless the regulation is very carefully 
drafted and precise—and it must leave no 
room for ad hoc subjective interpretation at 
the administrative level—you might as well 
not have it at all, because all kinds of excep
tions and all kinds of problems arise with 
Which it is very difficult to contend.

I would like to refer to this amendment 
—though Mr. Chairman has suggested it is 
not under consideration—clause 47(1). This is 
the draft amendment. If such a clause is 
inserted I would wonder if the paper I have 
just completed for the Neuro-Psychiatric Re
search Department in New Jersey, LSD and 
Architectural Design, would be prohibited? 
This is to be published by Doubleday. I do not 
advocate the use of LSD, but it is an attempt 
to write objectively of my own subjective 
experiences with LSD and its assistance, in 
this particular case, in the design of facilities 
for the mentally ill.

The Chairman: You have given the answer 
yourself. You have interpreted as to whether 
What you have written would come within 
this section. You have concluded it would 
not, and I think you have reached the right 
conclusion.

Mr. Izumi: Except I feel, with the view of 
the current situation, some people would say 
I am advocating its use.

The Chairman: I do not care what some 
people would say. Would you say you are 
advocating in the paper you have written the 
use of a restricted drug whether by “posses
sion, possession for trafficking or trafficking”? 
Is that the purport of your paper?

Mr. Izumi: No.

The Chairman: If it is not, then it would 
not touch you.

Mr. Izumi: Except one can read the first 
part of it...

The Chairman: I would not go looking for 
liability.

Mr. Izumi: No, I am not looking for lia
bility. Others have, and I have enough in
quiries and letters to indicate this can 
happen.

The Chairman: Is there anything else you 
want to say, Mr. Izumi?

Mr. Izumi; No, Mr. Chairman.

The Chairman: Any questions? Thank you 
very much.

We have now concluded the evidence on 
this, unless there is something further you 
might want to ask some of the officials from 
the Food and Drug Division who gave their 
evidence some days ago.

We have before us this suggested amend
ment to incorporate the ideas that were put 
forward by Senator Molson. In view of the 
publicity that our consideration of this bill 
provoked last year and some of the things 
that have been said during this session, in 
relation to this amendment, even when we 
consider the effect of it, I was wondering if 
we should not have an adjournment of its 
consideration and invite the newspapers or 
some of those in the reporting field to come 
here and let us have their views in relation 
to whether, in their opinion, they think there 
is any restriction of the freedom of speech or 
the freedom of the press in the scope of this 
amendment. Frankly, I do not think there is, 
but I think we should give them an oppor
tunity of expressing their views.

Senator Aseltine: It looks pretty drastic to 
me.

The Chairman: Being drastic and being 
restrictive of the freedom of the press or 
speech may be two entirely different things.

All this amendment provides for is a 
prohibition that:

No person shall teach or advocate by 
word or deed or any other means of 
publication or communication whatsoev
er the use of a restricted drug,

... in this case, LSD...
.. .whether by possession, possession for 
trafficking or trafficking...

Senator Pearson: What do you mean by 
“teach”?
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The Chairman: Supposing Professor Leary 
or Doctor Leary, or whatever you call him, 
who is quite a public figure in relation to this 
particular substance in the United States, 
came into Canada and made a speech which, 
while it might not teach anything, might 
advocate the use of this drug, for which he 
might give many reasons, and if he advocat
ed the use of the drug by way of possession, 
possession for trafficking or trafficking, then 
he would come within the prohibition of this 
section.

Senator Thorvaldsen: Mr. Chairman, it 
seems to me that if this amendment were 
passed into law it would mean that all of 
these gentlemen who have testified before 
this committee this morning would be subject 
to arrest.

The Chairman: I do not think so.

Senator Thorvaldson: I should like to hear 
comments on that.

The Chairman: I do not think so, because 
both the last two witnesses said they agreed 
that the use of this particular substance 
should be under prohibition, or under some 
form of control.

Senator Thorvaldson: But at the same time 
the reason for saying that is that in the 
opinion of at least some of them this sub
stance should be continually under research. 
There should be research done in the future 
in regard to it, because that additional 
research might show that this is a valuable 
substance which, under proper control, would 
be useful to humanity. That is what I gather 
from what they have said this morning, but I 
may be wrong.

The Chairman: You must go back to the 
basics. First of all, in the Food and Drugs 
Act there is authority to make regulations, 
notwithstanding the generality of the prohi
bition in relation to any particular substance, 
and to prescribe the conditions under which 
research, for instance, might be done.

Senator Thorvaldson: I am very fearful of 
regulations. I think it is the duty of Par
liament to say what it means in regard to 
this legislation. I think it is our duty first 
to find out more about this substance in the 
light of the testimony we have heard this 
morning.

The Chairman: I am in the hands of the 
committee. Senator Molson and the commit
tee generally last session seized upon this 
idea of attempting to have some restraint 
placed upon people who preach and teach 
and advocate and encourage the use of this 
drug. It is now in the hands of the 
committee.

Senator Eurchill: Mr. Chairman, there is 
nothing to prevent the use of a restricted 
drug. There is nothing in our general legisla
tion to prevent a physician from prescribing 
it, is there?

Senator Molson: Yes.

The Chairman: Well, Dr. Hardman says 
there is no available source of supply, and 
dosages et cetera are not settled at this time. 
If this bill becomes law the only offences that 
are stipulated are those of selling LSD, of 
having it in your possession, of having it in 
your possession for trafficking, or of traffick
ing in the drug. The question then is whether 
within that area you could do research with
out some regulation under the Food and 
Drugs Act, or whether a doctor could pre
scribe—well, it would present some prob
lems that would have to be considered. A 
doctor might still be able to prescribe, but a 
problem would arise in respect to the source 
of supply. That source of supply, without 
some help from regulations under the Food 
and Drugs Act, might be in possession, and 
being in possession might be something that 
is prohibited by the bill that is before us.

Senator Pearson: That is in section 45(3) of 
the bill.

The Chairman: Section 45(3)?
Senator Pearson: Yes. How can they pre

scribe if there is no such thing as the drug? 
Nobody is allowed to have possession of it...

The Chairman: Where is this?

Senator Pearson: Section 45(3).

The Chairman: We are not looking at the 
same thing.

Senator Pearson: It is on page 4 of the bill.

The Chairman: Yes, at the top of the page.
Senator Pearson: Subsection (3) of section 

45 reads:
In addition to the regulations provided 

for by subsection (1), the Governor in 
Council may make regulations authoriz-
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ing the possession or export of restricted 
drugs and prescribing the circumstances 
and conditions under which and the per
sons by whom restricted drugs may be 
had in possession or exported.

The Chairman: Yes, it is “prescribing the 
circumstances and conditions”.

Senator Pearson: How can you have 
research if possession is...

The Chairman: You can only have 
research if you have the regulations you 
indicated which will permit research.

Senator Everett: Mr. Chairman, perhaps I 
am out of order, but I am wondering wheth
er it would be possible to hear from the 
officials as to whether or not a clause in this 
bill stating that a physician can prescribe it 
for medical or research purposes ...

The Chairman: While we are on that 
aspect of it I would suggest that this is a 
legitimate area for us to explore, and I think 
We should instruct those who are here sup
porting the bill from the department to 
examine into that aspect of it. Have you 
anything you would like to say on that now, 
Dr. Hardman?

Dr. Hardman: Yes, Mr. Chairman, I think 
so. The drug is contained in Schedule H, and 
there is an absolute prohibition. However, in 
Division 7, at the top of page 126A, are the 
regulations under which the drug is legally 
made available by the minister to institu
tions. Those regulations are in existence now.

The Chairman: I am talking about this 
Particular drug.

Dr. Hardman: Yes, LSD.

Senator Everett: That does not answer my 
question. He is talking about the granting of 
these drug's to institutions. I am talking about 
the right of a physician to prescribe the drug 
for research purposes or medical purposes.

Dr. Hardman: No.

Senator Burchill: He cannot do it.

Senator McDonald: Will the regulations to 
Which you refer have the same effect when 
LSD is moved from Schedule H to Schedule J?

Dr. Hardman: I would like to refer that 
question to my legal colleague.

M. G. Allmark, Assistant Director General, 
Food and Drug Directorate: Yes, I would say 
there would be no interference whatsoever 
with the meaning of the use of LSD in this 
particular instance.

The Chairman: So, even if this bill 
becomes law in the form in which it is now, 
or as it may be amended in the particular 
way we are discussing, there is nothing in 
the present state of the law or the regula
tions which would prevent the continuance 
of research in relation to LSD?

Mr. Allmark: None whatsoever.

The Chairman: And there is nothing which 
would permit, now or thereafter, a physician 
to prescribe LSD?

Mr. Allmark: That is right.

The Chairman: So that would be an 
offence. Inferentially it might be an offence 
for him to prescribe, but somebody has to be 
able to find it first.

Senator Pearson: Yes, that is exactly my 
point.

Senator Everett: Would it be possible for 
the committee to examine that possible 
amendment?

The Chairman: Yes. I do not think it is 
something that you want to make a snap 
decision on. What we should do is have Dr. 
Hardman and Dr. Crawford and the other 
representatives here from the Food and Drug 
Directorate to study this aspect of it, and 
report to us at our next meeting. They might 
also at the same time consider, and express a 
view on, if they wish, what has been present
ed by way of amendment today.

Senator Thorvaldsen: I would also suggest 
they give us their views in regard to the 
problem of research. I am sure the committee 
would want no obstacle placed in the way of 
the supply of LSD to these research people.

The Chairman: No. Dr. Hardman and Dr. 
Crawford have both said no that under the 
regulations as they now exist the minister 
makes available to institutions this drug for 
research, and there is nothing in this bill 
which would cut that off. So, that question is 
dealt with.

Senator Pearson: Except for possession.

Dr. Perry-Hooker: I have just one com
ment to make. When you have a publicly
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appointed and publicly paid body of men 
which makes the decision whether the drug 
is to be allowed to be used for research 
purposes, is there anyone in Canada with 
sufficient courage to do this in the face of the 
notoriety and bad newspaper...

The Chairman: You may be surprised at 
the answer you will receive. I know what 
it is. Dr. Hardman?

Dr. Hardman: According to our records, in 
the last year there have been some 20 insti
tutions in Canada that have procured sup
plies legally.

The Chairman: Yes. It is not often that you 
get such a fast answer to a question.

Senator Molson: Might I ask Dr. Hardman 
and his associates to consider the question: 
Why should LSD not be available for pre
scription in the same way as many of these 
other dangerous drugs and narcotics are?

Dr. Hardman: The experience with this 
particular drug indicates that it is not the 
direct action by itself that is effective. The 
studies which are being carried on are 
studies of a total regime. It is a psychiatric 
counselling. The drug enables the psychia
trist to communicate with his patient, so that 
measures of its effectiveness are more meas
ures of effectiveness of the psychiatrist’s 
work than they are of the actual drug action. 
Our concern at the present time is that all 
members of the medical profession generally 
do not have the broad experience in this type 
of work. The drug would not be of use to the 
majority of members of the profession. It is of 
use in research and in certain clinical studies 
to people who have special training in its 
use. You cannot compare it with digitalis, 
which is a drug with a direct action in a 
disease. This is a method employed by psy
chiatrists as part of a total counselling 
program.

The Chairman: It may be true that within 
the area you have described there should be 
some consideration given by way of regula
tions so as to permit controlled use.

Dr. Hardman: The problem with our regu
lations is that one of the schedules enables a 
drug to be handled through drug stores and 
through outpatient departments to be admin
istered in the home. From the information we 
have available about LSD at the present time 
we feel that until we have more scientific

information about its value it should be 
restricted to an institution. In other words, 
these people must be under careful observa
tion during the period in which the drug is 
having an effect. There is no mechanism in 
our regulations to restrict a commonly pre
scribed drug only to hospital use. The net 
effect of this particular regulation as it is 
presently employed is that in those institu
tions that have been given exemption to pur
chase the drug a number of psychiatrists are 
using the product on their patients in the 
institution.

The Chairman: If it has that application 
why should the psychiatrist be authorized to 
make use of it only in treating a patient in 
an institution, where it must have some 
beneficial effect, and not be able to secure it 
for the treatment of a patient outside an 
institution?

Dr. Hardman: Comparing this with other 
drugs, the pharmaceutical company which 
put in the submission on this particular drug 
has been trying to get clinical studies to 
provide evidence since about 1952. The 
research workers to whom they have dis
tributed this drug have not supplied scientific 
evidence to enable them to make a submis
sion to make it freely available. In fact, the 
company has withdrawn from the distribu
tion of this drug; it does not want its name to 
be associated with the use of this drug in the 
United States, the United Kingdom or in 
Canada, and we have had to make special 
arrangements with this company and a pub
lic agency in Canada to make this drug con- 
tinuingly available to research workers in 
Canada. The department has had to go out of 
its way to make sure the drug was available 
in Canada for research.

Certainly there is not as vast a body of 
scientific information about the use of this 
drug as we have on other drugs permitted in 
the market. It just has not measured up as 
well. We are not saying this evidence may 
not be presented, but compared with the 
efficacy of other drugs coming on the market 
today it just does not measure up at this 
time.

Senator Leonard: What do you mean by 
“measure up”? Measure up to what?

Dr. Hardman: Our drug regulations 
require the manufacturer wishing to sell a 
drug in Canada to provide evidence of the 
efficacy of the drug and the conditions of use
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under which the drug may be administered, 
and those hazards associated with its use. 
This is a general drug regulation. The infor
mation we have on LSD supplied by the 
manufacturer, and freon the literature gener
ally, is not equal to that which has been 
supplied on any other drug which has come 
on the market recently.

Senator Leonard: I take it there is no such 
thing as supplying this drug to physicians 
and doctors who may be interested in per
sonally carrying on investigations or 
research?

Dr. Hardman: Not at this stage of develop
ment of the drug.

Senator Molson: At the present time I take 
it it is released only to institutions?

Dr. Hardman: That is correct, because in 
these institutions they have research commit
tees which control the use of the drug within 
the institutions.

Senator Molson: On the other hand, I take 
it that narcotics are issued to physicians, but 
not this drug?

Dr. Hardman: Heroin no, sir. Heroin is 
banned in Canada, but other narcotics have a 
demonstrated medical use.

Senator Molson: Is there a wide list of 
institutions permitted to use the drug?

Dr. Hardman: I would say it is not a wide 
list. Most of these are associated with medi
cal schools, and the research is of two types. 
There is research in a laboratory which 
Works in different areas of the medical 
schools or para-medical schools, and also that 
carried on in a psychiatric institution. It is 
not wide, in that we have 12 medical schools 
in Canada and a limited number of institu
tions that are working in this area.

Senator Thorvaldson: Are all the medical 
schools working in this area?

Dr. Hardman: No sir.

Senator Thorvaldson: But they could?

Dr. Hardman: They could.

Senator Thorvaldson: You have no limita
tion on any hospital which wishes to go into 
research provided it has a proper organiza
tion, facilities, and so on?

Dr. Hardman: Most of the major hospitals 
are associated with universities. Such types 
of hospital carry out research.

Senator Everett: It seems to me that the 
points raised by the doctor indicate that we 
should have another meeting on this matter 
and perhaps hear from representatives of the 
medical profession as well, as to whether or 
not there should be an amendment to the act.

The Chairman: I was going to suggest that 
consideration of this bill should be deferred 
until our next meeting, which will be next 
Wednesday in the ordinary way. Is that 
agreeable? Do not throw away the draft 
amendments that we have given you, because 
they will be discussed next time.

Senator Grosarl: I wonder if I could make 
a comment on the question raised earlier, as 
to the desirability of having the press present 
as witnesses or otherwise on the discussion of 
this amendment. I make the comment 
because I understand Senator Molson’s view
point and sympathize with it. On the other 
hand, I also understand the reason why in 
certain circles, of those particularly interest
ed in preserving the freedom of the press 
and the freedom of speech, there is an 
objection to it. If we say here that it is an 
offence now to advocate that you break the 
law—which is what this amendment says 
—do we carry this into our other acts? It is 
true that we say in one area it is an offence 
to incite to riot, but we circumscribe this 
pretty carefully.

The Chairman: Senator, would you stop 
right there? In the Criminal Code there is 
provision in relation to counselling to commit 
any offence, and I would think advocating is 
a form of counselling. Even without the 
words defined in here, I would think that 
under the Criminal Code, that if some person 
counsels some person to use this restrictive 
drug, whether by way of possession or 
trafficking, that he may be charged with an 
offence of counselling, under counselling 
somebody to use this drug in this form, in 
violation of this particular act.

We also have, under the aiding and abet
ting sections in the Criminal Code, under 
which some person who perhaps aids and 
abets in the trafficking or in possession, can 
be charged the same as a principal. So there 
is a wide area now.

Senaior Grosari: I agree with this, but if 
this is so, if it is already covered by the
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Criminal Code, in respect to teaching or 
advocating by word or deed the use of a 
restrictive drug—in other words, this says it 
will be an offence, with certain penalties, if 
you counsel, if you teach or advocate, that 
this law should be broken by somebody. 
Now, if that is in the Criminal Code why put 
it in here?

The Chairman: These words have been 
selected because they do not come within the 
description of aiding and abetting, and the 
word “teaching” may not come within the 
description of the word “counselling”.

Senator Grosarl: This brings me back to 
my point.

The Chairman: We are in semantics now, 
and we have decided to put this bill over 
until next Wednesday.

Senator Grosart: I am not a member of the 
committee and may not be at the meeting 
next week, but as I have been a member of 
the press I understand and sympathize with 
the objection of the press, which is, in my 
view, a question of the freedom of speech. 
There may be a proper curtailment. I am not 
arguing that, but it is curtailment.

I hope the committee will consider it very 
carefully in that light and take a hard look 
at this suggested amendment before calling 
in the press to have a look at it again and 
subject the committee to the kind of criticism 
that was made before.

The Chairman: If further consideration of 
this bill is deferred until next Wednesday...

Senator Thorvaldsen: Before you do that, 
may I make one suggestion. I understand 
that probably the most knowledgeable man 
in regard to LSD is a certain Dr. Hoffer of 
Saskatchewan, and if that is the case I won
der whether we should not have him testify 
before the committee. I do not know if he is, 
but I have heard his name mentioned several 
times and I think he was referred to at one 
time as a physician who had done a great 
deal of study on the subject of LSD. If that 
is so, could we not have him heard here?

The Chairman: We will look into it. Furth
er consideration of this bill is deferred until 
next Wednesday.

Senator Molson: Mr. Chairman, before we 
adjourn I would like to refer for just a 
moment to Senator Grosart’s comments about 
the observations we had received from the 
press and news media. He expressed sympa
thy with my point of view, but I rather 
object to this guilt by association suggestion 
that came up here. I think the committee has 
been working on the problem that is suggest
ed by the amendment. It is true that the 
initial suggestion was mine, but I would like 
to say now that since we withdrew the origi
nal amendment I am not aware of any objec
tions being received from the news media, 
and if Senator Grosart has been informed of 
some objections I think he should tell the 
committee. I have heard of none and I don’t 
know whether you have.

The Chairman: I haven’t. I think the sena
tor may have been working on the basis of 
the old laws whereby the matters which 
arose at the last session did not get into the 
bill. The only thing I have seen in the news
papers is an editorial which contained a criti
cism of certain things which the sponsor of 
the bill in the Senate said and which 
referred to the press. My suggestion about 
hearing the press was issued to give them an 
opportunity to state their views here.

Senator Molson: The new amendment is 
specifically directed, I think, to not curtailing 
any freedom.

The Chairman: If that is the case they will 
tell us, and Senator Grosart as a former 
working member of the press will know that 
himself.

Senator Grosart: Mr. Chairman, I admit 
my remarks were gratuitous and were based 
on my own experience that you will get the 
same kind of objection.

The committee adjourned consideration of 
the bill.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Monday, 
November 6th, 1967:

“Pursuant to the Order of the Day, the Honourable Senator Cook 
moved, seconded by the Honourable Senator Isnor, that the Bill S-25, 
intituled: “An Act respecting London and Midland General Insurance 
Company”, be read the second time.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.
The Bill was then read the second time.
The Honourable Senator Cook moved, seconded by the Honourable 

Senator Isnor, that the Bill be referred to the Standing Committee on 
Banking and Commerce.

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

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Wednesday, November 22nd, 1967.

(13)
Pursuant to adjournment and notice the Standing Committee on Banking 

and Commerce met this day at 12:35 p.m.
Present: The Honourable Senators Hayden (Chairman), Aseltine, Baird, 

Benidickson, Burchill, Croll, Everett, Gélinas, Gershaw, Gouin, Irvine, Isnor, 
Leonard, MacKenzie, Macnaughton, McCutcheon, McDonald, Molson, Pearson, 
Smith (Queens-Shelbume), Thorvaldsen, Vaillancourt and Walker. (23)

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

On motion of the Honourable Senator Burchill it was Resolved to report as 
follows: Your Committee recommends that authority be granted for the print
ing of 800 copies in English and 300 copies in French of its proceedings on 
Bill S-25.

Bill S-25, “An Act respecting London and Midland General Insurance 
Company”, was read and considered.

The following witnesses were heard:
Department of Insurance:

R. R. Humphrys, Superintendent.

London and Midland General Insurance Company:
David F. Alexander, Parliamentary Agent.

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

At 12:45 p.m. the Committee proceeded to the next order of business. 

Attest:
Frank A. Jackson, 

Clerk of the Committee.

12—5



REPORT OF THE COMMITTEE

Wednesday, November 22nd, 1967.
The Standing Committee on Banking and Commerce to which was referred 

the Bill S-25, intituled: “An Act respecting London and Midland General In
surance Company”, has in obedience to the order of reference of November 
6th, 1967, examined the said Bill and now reports the same without amendment.

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

All which is respectfully submitted.
SALTER A. HAYDEN, 

Chairman.
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STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, November 22, 1967.

The Standing Committee on Banking and 
Commerce, to which was referred Bill S-25, 
respecting London and Midland General In
surance Co., met this day at 12.35 p.m. to 
give consideration to the bill.

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

The Chairman: We have before us now 
Bill S-25, which is a private bill. As it origi
nated here, I think we should have the usual 
motion to print our proceedings.

The committee agreed that a verbatim 
report be made of the committee’s pro
ceedings on the bill.

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

The Chairman: We also have the Superin
tendent of Insurance here, Mr. R. R. Humph
rys, who will give an explanation in regard 
to the bill.

Mr. R. R. Humphrys, Superintendent, De
partment of Insurance: Mr. Chairman and 
honourable senators, the purpose of this bill 
is very simple. It is merely to change the 
name of the London and Midland General 
Insurance Company to Avco General Insur
ance Company, and, in French, L’Avco, Com
pagnie d’Assurance Générale. That is the sole 
Purpose of the bill.

May I say that the existing company, the 
London and Midland General Insurance 
Company, is a federally incorporated compa
ny, having been formed by special Act of 
Parliament in 1948. It is registered with our 
department. It is owned by the Avco group 
of companies, the parent company being in 
the United States. There is a holding com

pany in Canada that holds a group of compa
nies engaged in the business of acceptance, 
lending and insurance. All companies in the 
group are using the name Avco as part of 
their name, to identify the family of corpora
tions. This is the purpose in seeking this 
authority.

Senaior Pearson: How many subsidiary 
companies are affected in Canada?

Mr. Humphrys: This change will affect 
only this one insurance company. They have 
a number of other companies in the group 
but they are not our concern.

Senator Pearson: They have the name?

Mr. Humphrys: Many of them have the 
word Avco in the name.

The Chairman: Some representatives of the 
company are here, namely, Mr. H. P. Pater- 
no, President of Avco Delta Corporation 
Canada Limited, and President of the Lon
don and Midland General Insurance Compa
ny; Mr. C. J. Connell, Group Vice-President, 
Avco Delta Corporation of Canada Limited, 
and Vice-President, London and Midland 
General Insurance Company; and Mr. K. R. 
Kirkpatrick, Vice-President and General 
Manager, London and Midland General In
surance Company; and Mr. David F. Alexan
der, Parliamentary Agent.

With the very brief and succinct explana
tion which the Superintendent of Insurance 
has given, and with the readiness I detect in 
the committee to report the bill without 
amendment, I wonder whether any of these 
gentlemen have anything they would like to 
add, in the circumstances.

Mr. David F. Alexander, Parliamentary 
Agent: Mr. Chairman, all I would like to 
say is that the primary reason for the re
quest to this honourable Senate for the
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change of name is to make the name Avco 
part of a corporate name of this insur
ance company, in line with six other compa
nies in the same group. There is one other 
point. There is a company by the name Lon
don and Midland Insurance Company, in 
the United Kingdom, which went bankrupt 
recently. There is no relationship between 
the British company and this group, but it 
caused considerable embarrassment to this 
company, which had to contact 6,000 Canadi
an representatives and many policyholders 
as well.

I would also add that there are a number 
of companies in Canada with the word “Lon
don” included in the name. Those are basical
ly the three major reasons for the change 
requested.

Senator Everett: I apologize for having a 
question. I wonder if this insurance company 
was incorporated originally in 1948 by the 
Avco group or by someone else?

Mr. Humphrys: No, Mr. Chairman, it was 
not.

Senator Everett: Can you tell me when
that was done?

Mr. Humphrys: Avco acquired control in 
1962. We have had a search made.

The Chairman: Is it the wish of the com
mittee that I should report the bill without 
amendment?

Hon. Senators: Carried.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Monday,.
November 6th, 1967:

“Pursuant to the Order of the Day, the Senate resumed the debate 
on the motion of the Honourable Senator Carter, seconded by the Honour
able Senator Basha, for the second reading of Bill S-22, intituled: “An 
Act to prohibit the sale and advertising of hazardous substances, to amend 
the Food and Drugs Act and the Narcotic Control Act and to make a 
consequential amendment to the Criminal Code”.

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 Carter moved, seconded by the Honourable 
Senator McGrand, that the Bill be referred to the Standing Committee on 
Banking and Commerce.

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

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Wednesday, November 22nd, 1967.

(14)

Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 12:45 p.m.

Present: The Honourable Senators Hayden (Chairman), Aseltine, Baird, 
Benidickson, Burchill, Croll, Everett, Gélinas, Gershaw, Gouin, Irvine, Isnor, 
Leonard, MacKenzie, Macnaughton, McCutcheon, McDonald, Molson, Pearson, 
Smith (Queens-Shelburne), Thorvaldsen, Vaillancourt and Walker. (23)

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

Clerk of Committees.

On Motion of the Honourable Senator Thorvaldson it was Resolved to 
report as follows: Your Committee recommends that authority be granted for 
the printing of 800 copies in English and 300 copies in French of its proceedings 
on Bill S-22.

Bill S-22, “An Act to prohibit the sale and advertising of hazardous sub
stances, to amend the Food and Drugs Act and the Narcotic Control Act and 
to make a consequential amendment to the Criminal Code”, was read and con
sidered.

The following witnesses were heard:
Department of National Health and Welfare: Dr. J. N. Crawford, Deputy 

Minister; R. E. Curran, General Counsel.

Others: Mr. Alan B. Archer, Trustee, Toronto Board of Education; J. Che
valier, Secretary, Canadian Manufacturers of Chemical Specialties Association.

Consideration of the said Bill was deferred to the next meeting of the 
Committee.

At 1:10 p.m. the Committee adjourned until 2:00 p.m. this day.

Attest:
Frank A. Jackson,

Clerk of the Committee.
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THE SENATE
STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, November 22, 1967.

The Standing Committee on Banking and 
Commerce, to which was referred Bill S-22, 
an Act to prohibit the sale and advertising of 
hazardous substances, to amend the Food and 
Drugs Act and the Narcotic Control Act and 
to make a consequential amendment to the 
Criminal Code, met this day at 12.45 p.m. to 
give consideration to the bills.

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

The Chairman: Honourable senators we 
have before us a bill to be known as the 
Hazardous Substances Act. The departmental 
representatives are here. Could I have the 
usual motion for printing?

The committee agreed that a verbatim 
report be made at the committee’s pro
ceedings on the bill.

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

The Chairman: Dr. Crawford, will you tell 
us about this bill?

Dr. J. N. Crawford, Deputy Minister, De
partment of National Health and Welfare:
Mr. Chairman and honourable senators, Bill 
S-22 is popularly known as an omnibus bill, 
as it does several things. The first is to for
mulate a bill controlling hazardous sub
stances. The need for such authority in the 
hands of the department has been evident for 
some time. Hazardous substances, which are 
fluids, hazardous substances which are drugs, 
are now readily controlled under the Food 
and Drugs Act in the main; but when we are 
faced as we are from time to time with the 
sudden and unexpected appearance on the 
market of substances which are neither foods 
nor drugs but which nevertheless pose a haz

ard to health, we find ourselves helpless to 
deal with such substances.

I think that you are already aware of some 
examples of the sort of substance that has in 
the past come into this category. For exam
ple, some time ago there were some very 
attractive necklaces introduced into this 
country from the Caribbean area. They were 
very attractive, but unfortunately they were 
made from the seed of a plant, and this seed 
was highly poisonous so that when eaten by 
children the children suffered. This was defi
nitely a hazard to health, but the substance 
itself was neither a food nor a drug. We had 
considerable difficulty getting this off the 
market in time to prevent further tragedies.

Just last Christmas you will recall there 
was an incident where little plastic containers 
holding water were introduced into this 
country from two sources, the United States 
and Hong Kong. The purpose of these was to 
place them in the refrigerator and freeze 
them and then put them into drinks so that 
they would act as coolants for the drinks. 
The ones from the United States contained 
perfectly good water; there was no hazard 
there. But, unfortunately, the ones from 
Hong Kong contained water which was con
taminated with pathogenic organisms and if 
as could easily happen the plastic container 
cracked, then the drink in which the ice was 
placed equally became contaminated and was 
a hazard to health. We had great trouble 
getting these products off the market, 
although they were potentially a hazard to 
health.

There are many similar examples of sub
stances, neither foods nor drugs, which are 
hazardous to health, and we are seeking au
thority to deal with them in two ways. In the 
first place, we want to be able to quickly and 
without delay get truly hazardous substances 
off the market. We propose a schedule in two 
parts. The first part of the schedule will
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allow us to remove these substances from the 
market. There are a number of other sub
stances extremely useful when used for the 
purpose which they are designed, and it 
would be ridiculous to expect to take these 
off the market, but we do want to have the 
authority to control the method and circum
stances of sale. We want to be able to insist 
upon adequate warnings being placed upon 
these substances and appropriate labelling. 
So that in the second part of the schedule we 
are seeking authority to control methods of 
sale of another group of hazardous 
substances.

At the moment we have listed a number in 
each part of this schedule to serve as exam
ples of the sort of thing we are talking about, 
but this schedule is going to be subject to 
change from time to time. We cannot tell you 
at the moment just what we might want to 
put on this form. We in the department real
ize that we are probably going to suffer more 
than anybody else from this sort of legisla
tion, because no doubt we will be subject to 
all kinds of pressures from sincere people 
who have strong views about certain sub
stances they think either should be removed 
from the market or should be controlled with 
respect to their sale, and we may not agree 
that they should be so dealt with. We will 
just have to brace ourselves, I suppose, to 
withstand this sort of pressure, but it is an 
occupational hazard which we will have to 
put up with.

The Chairman: Although the bill does not 
go so far as to cover occupational hazards.

Dr. Crawford: No. This is peculiar to us, 
Mr. Chairman. I merely want to add that 
since the bill had its first reading on October 
31, we could, of course, properly discuss it with 
our advisers in the provinces, the members of 
the Dominion Council of Health who met as 
recently as November 16 and 17. I do want to 
report to you that those members, consisting 
of the deputy ministers of health of all prov
inces, were unanimous in their opinion that 
such legislation was in fact desirable and 
required.

I think that is all I have to say by the way 
of introduction, Mr. Chairman.

The Chairman: Is this sniffing of glue cov
ered somewhere here?

Dr. Crawford: It will be in Part II, sir, one 
of the control methods of distribution. I think

you will see that in Part II, item No. 4. It is 
one of the control items, But we do not 
propose to take it off the market, because it 
is a very useful substance for sticking things 
together.

The Chairman: Short of taking it off the 
market, how do you propose to control it?

Dr. Crawford: We will insist on labelling, 
sir, that indicates that if it is used in a closed 
space it is highly dangerous to health.

The Chairman: Are there any other 
questions?

Senator Baird: Will this affect any of the 
well-known brands that are on the market?

Dr. Crawford: One example that I think 
you may have in mind is in Part II, No. 3. 
We are talking here about household 
polishes. There is a product on the market 
now which is an extremely good furniture 
polish. As furniture polish it is excellent, but 
as a beverage for small children it is highly 
poisonous. Of course, it is not meant to be 
used in this way so that we want to be in a 
position to insist upon adequate warnings 
and adequate information being supplied to 
the users as to the dangers of this substance.

Senator Leonard: Are the glues defined 
here the glues that are used for glue sniffing?

Dr. Crawford: Yes, sir. This is what we are 
aiming at.

Senator Leonard: Perhaps the chairman 
knows this, but tell me where the federal 
Government gets its jurisdiction, constitu
tionally, to legislate as to the flashpoint of 
paints and to glues containing a certain 
amount of such and such a substance? What 
does this come under? I suppose you have 
been advised by the Department of Justice or 
by your own departmental solicitors that it is 
constitutional.

The Chairman: The department itself has 
an excellent counsel, Mr. R. E. Curran. Per
haps, Mr. Curran could come forward.

R. E. Curran, General Counsel, Depart
ment of National Health and Welfare: Mr.
Chairman, this bill will find its basis in the 
criminal law. It has been recognized that the 
protection of the public health, or offences 
which are likely to be injurious to public



Banking and Commerce 83

health, are not crimes against the public law 
but are criminal law offences. The basis for 
this legislation would therefore find its way 
in under the criminal law as exercised by the 
Parliament under its right to protect the 
public.

The Chairman: Is that a satisfactory 
answer, senator?

Senator Leonard: I was not arguing 
against it. I just wanted to be sure that it 
was covered.

Senator Thorvaldson: I take it, Mr. Cur
ran, that that is the basis of the whole Food 
and Drug Act itself, is it?

Mr. Curran: It is exactly the same basis, 
yes.

The Chairman: I should point out that 
Senator Carter is here, and since he dealt 
with this bill in the first place, I would ask 
him if there is anything he would like to add.

Senator Carter: No thank you, Mr. Chair
man. I think the time is passing rather 
quickly and you have the departmental 
officials to give you what information you 
need.

The Chairman: Mr. Alan B. Archer, Trus
tee, Board of Education, Toronto, is here now 
to present his brief.

(Text of brief follows)
Mr. Chairman and Honourable Senators:

This brief is presented for your considera
tion by Alan B. Archer, a concerned parent, 
a school trustee for the City of Toronto, and 
the Chairman of the Committee for Building 
and Sites for the Metropolitan Toronto 
School Board, a member of the liaison com
mittee to study the effects of hallucinogenic 
drugs upon school students, and an executive 
member of META. While service in these 
Positions has been a factor in my thinking on 
this topic, I am presenting this brief as a 
Private citizen and not as a representative of 
the various boards of which I am a member.

In reference to Bill S22, there is an 
increasing use in the entire Metropolitan 
Toronto area of airplane glue with the sub
stance toluene, which is a depressant to the 
central nervous system that causes a light
headed, stupefying condition to the user 
when the heavy fumes are inhaled, and 
results in permanent brain and liver damage. 
I have seen in my own area of the city this

substance sold in stores and have actually 
sent a 12-year old boy into a store to pur
chase what he called a “sniff kit”, a tube of 
airplane glue and two bags. I have seen 
children under the influence of toluene (aro
matic hydrocarbon C7HS). These children 
appear to be in a stupor and answer ques
tions very slowly and with difficulty, and 
have a deathly white pallor to their skin. I 
have seen these children sent home from 
school because they were in a toxic stupor. 
One principal in my immediate area has said 
that he is aware that about 1% of his stu
dents have acquired the habit and stated 
there could be more students sniffing glue 
than he was aware of.

The toxic fumes are produced by the vola
tile solvents added to glue to make it dry 
faster. These substances include acetone, 
benzene, butyl acetate, carbon tetrachloride, 
chloroform, ethylene dichloride, ethyl and iso
propyl alcohols, hexane, toluene, and various 
ketones and esters. Plastic cement, another 
widely used product that contains volatile 
solvents, will be considered here, along with 
glue, as a medium for sniffing.

The fumes from glue and plastic cement 
react on the nervous system rather like 
alcohol. At first the glue sniffer (known as a 
“flasher” or “pressor”) feels a mild intoxica
tion that brings on exhilaration, euphoria, 
and excitement. Soon afterward physical 
reactions begin, such as loss of coordination, 
difficulty in speech, double vision, and buzz
ing in the ears. In about an hour the glue 
sniffer enters a state of drowsiness, stupor, or 
unconsciousness, during which the most 
detrimental effects of glue sniffing occur. 
When in this condition many persons do not 
feel responsible for their acts. Thus they 
become dangerous to their families, friends, 
society, and themselves.

The habitual inhaler of glue fumes may 
show other pathological effects. Jacob Sokol, 
M.D., chief physician of the Los Angeles 
Juvenile Hall, reports that sniffers develop 
temporary damage to kidneys, liver, and 
blood; suffer congestion of the mucous linings 
in the nose, throat, and lungs; and show 
signs of anemia, quickened heartbeat, and 
shortened breath. When asked by the Cali
fornia State Assembly’s public health com
mittee whether he considered glue a poison, 
Dr. Sokol answered, “Yes, it’s toxic to the 
liver and kidneys.” Other investigators have
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reported that the toxic effects of glue sniffing 
can cause paralysis and bone-marrow 
depression.

Honourable Senators, the students I refer 
to are in the 8-14 year-old age group. These 
children are in many instances the products 
of environmental conditions. I would be 
derelict in my duty as an elected representa
tive if I did not point out, Honourable Sena
tors, that this body should set up a Commit
tee to deal not only with the irreparable 
damage that has already been done to these 
young minds by sniffing toluene, but to tackle 
the real problem, the root cause or reason 
why a youngster would so desire to escape 
reality in this manner. I am firmly of the 
opinion that only the Senate of this country 
can actually bring to the attention of the 
Canadian people the proper steps to be taken 
in this matter. I feel that you must set up 
immediate controls and spell them out in 
your legislation. The State of New Jersey 
had made glue-sniffing an act of disorderly 
conduct, punishable by up to a year in jail or 
a $1,000.00 fine. Houston, Texas passed an 
ordinance four months ago prohibiting the 
sale, giving or delivery of glue and cements 
containing any of 12 solvents to persons 
under 21 years of age. I am firmly of the 
opinion that in the area of 10% of Metropoli
tan Toronto school students require some 
degree of adjustment. Parents must concern 
themselves with the underlying factors that 
bring about glue sniffing in children. They 
must be urged to seek professional help 
because I am strongly of the opinion that 
sniffing airplane glue is just a first step in a 
maladjusted child towards more sophisticated 
drugs and the subsequent suicides, jail, etc.
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The Chairman: Mr. Archer, you know of 
course we are going to pass this bill.

Mr. Archer: I certainly hope so. With that 
in mind I will be quite happy to leave it in 
your hands.

Mr. J. Chevalier, Secretary, Canadian 
Manufacturers of Chemical Specialties As
sociation: Mr. Chairman and hon. senators, I 
am here representing the Canadian Manufac
turers of Chemical Specialties Association. I 
am the secretary. We feel we have something 
to contribute to the consideration of this bill, 
and I would request the opportunity of being 
heard, possibly at a later date. Would next 
week be convenient?

The Chairman: We will be sitting next 
Wednesday, but we will have to deal with 
this by that time.

Mr. Chevalier: We will have our presenta
tion ready and we will be prepared for 
examination at that time.

The Chairman: That will be all right, but 
would you like to prepare a short statement 
of the points you intend to make and for
ward them to Dr. Crawford so that they may 
be considered in the meantime?

Mr. Chevalier: Yes, we will do that.
Senator Thorvaldsen: May I ask Dr. Craw

ford one more question? Dr. Crawford, as a 
matter of interest, just how did you get rid of 
those Hong Kong ice balls and the necklaces 
from the Caribbean?

Dr. Crawford: Well, we had to deal with 
the provincial departments on this, Senator 
Thorvaldsen. We telephoned and telegraphed 
and told them of the hazard which was in 
their shops and they dealt with it 
provincially.

Senator Thorvaldsen: I see.
Dr. Crawford: This is how we had to han

dle that situation. Of course, it was a pretty 
time-consuming process.

The Committee adjourned its consideration 
of the Bill.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
November 8th, 1967:

“The Order of the Day being read,
With leave of the Senate,
The Honourable Senator Grosart resumed the debate on the motion 

of the Honourable Senator Hayden, seconded by the Honourable Senator 
Macdonald, P.C., for second reading of the Bill S-24, intituled : “An Act 
to amend the Canada Deposit Insurance Corporation Act”.

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

The Bill was then read the second time.

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

The question being put on the motion, it was—
Resolved in the affirmative.”
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Clerk of the Senate.
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MINUTES OF PROCEEDINGS

Wednesday, November 22nd, 1967.
(15)

Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 2:00 p.m.

Present: The Honourable Senators Hayden (Chairman), Baird, Beaubien 
(Bedford), Croll, Dessureault, Everett, Gelinas, Gouin, Isnor, Leonard, Mac- 
Kenzie, Molson, Smith (Queens-Shelburne), Thorvaldson and Vien.— (15)

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

R. J. Batt, Assistant Law Clerk, Parliamentary Counsel, and Chief 
Clerk of Committees.

On Motion of the Honourable Senator Molson it was Resolved to report 
as follows: Your Committee recommends that authority be granted for the 
printing of 800 copies in English and 300 copies in French of its proceedings 
on Bill S-24.

Bill S-24, “An Act to amend the Canada Deposit Insurance Corporation 
Act”, was read and considered.

The following witness was heard:

Department of Insurance:
R. R. Humphrys, Superintendent.

With a view to possible amendment, consideration of the said Bill was 
adjourned until the next meeting.

At 2:40 p.m. the Committee adjourned to the call of the Chairman.

Attest.
Frank A. Jackson, 

Clerk of the Committee.
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THE SENATE

STANDING COMMITTEE ON BANKING AND COMMERCE
EVIDENCE

Ottawa, Wednesday, November 22, 1967.

The Standing Committee on Banking and 
Commerce, to which was referred Bill S-24, 
to amend the Canada Deposit Insurance Cor
poration Act, met this day at 2.00 p.m. to 
give consideration to the bill.

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

The Chairman: We have before us for con
sideration Bill S-24, to amend the Canada 
Deposit Insurance Corporation Act.

The committee agreed that a verbatim 
report be made of the committee’s pro
ceedings on the bill.

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

This is a bill amending the Canada Deposit 
Insurance Corporation Act, and that should be 
fairly fresh in your minds as we dealt with it 
earlier this year.

We have with us today Mr. Humphrys, 
Superintendent of Insurance, who is the co
ordinator, I believe, in respect of this legisla
tion. Mr. Humphrys, would you come for
ward and tell us about it?

Mr. R, R. Humphrys, Superintendent of 
Insurance: Mr. Chairman and honourable 
senators, this bill was explained on second 
reading in the Senate. I do not think there 
will be much advantage served by my 
repeating it in detail.

I would just say that the principal purpose 
for coming back to Parliament for an amend
ment to this act so soon after it was passed is 
f° enable arrangements to be made to co
ordinate the plan of deposit insurance estab
lished under this legislation with a similar 
Plan that has been adopted in Quebec under 
Quebec legislation. The Quebec legislation

guarantees all deposits in the province 
regardless of what institution holds the 
deposits. This would mean that the Quebec 
plan would apply to federal institutions that 
are doing business in Quebec and also to 
institutions from other provinces that are 
doing business in Quebec. This federal plan 
of deposit insurance applies to all federal 
institutions, and now by the issuance of poli
cies in agreement with the provinces it also 
applies to all the trust and loan companies 
incorporated in provinces other than Quebec. 
Some of those companies are doing business 
in Quebec, so, in the absence of some 
arrangement between the Canada Deposit In
surance Corporation and the Quebec Deposit 
Insurance Board, there would be duplication 
of coverage and perhaps duplication of 
charges in respect of deposits in Quebec.

Discussions have taken place between the 
officials representing the federal Government 
and the officials representing the Quebec 
Government, reaching an exchange of letters 
between the Minister of Finance and the 
Premier of Quebec laying out a tentative 
basis of agreement between the Canada 
Deposit Insurance Corporation and the Que
bec Deposit Insurance Board that would 
eliminate duplication of coverage. However, 
to implement that agreement the powers of 
the Canada Deposit Insurance Corporation 
have to be changed.

The basis of the tentative understanding is 
that with regard to a provincially-incorporat- 
ed institution that is doing business both in 
Quebec and outside Quebec, the deposits in 
Quebec would be guaranteed by the Quebec 
Deposit Insurance Board under their legisla
tion, and the deposits outside Quebec would 
be covered by the Canada Deposit Insurance 
Corporation, so we had to seek the power to 
insure some of the deposits of member insti
tutions, but not necessarily all. As the legisla
tion is now, we can only insure all deposits 
within the definition.
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The second purpose, again stemming from 
that, is that we are seeking the power to enter 
into an agreement with the Quebec Deposit 
Insurance Board for the administration of 
the plan adopted under this act and their 
plan in order to eliminate duplication of 
inspections, duplication of the filing of 
records, and really to cut the administrative 
costs to the member institutions.

Power is also sought in this bill to enable 
the Canada Deposit Insurance Corporation to 
make short term loans to any provincial agen
cy that is doing deposit insurance. It is 
intended initially to enable the Canada 
Deposit Insurance Corporation to make short 
term loans to the Quebec Deposit Insurance 
Board, to enable that board to meet tempo
rary liquidity needs.

Among the purposes intended to be met by 
this bill, the principal one is to enable the 
Quebec plan to operate at a lower level of 
reserves and income than otherwise might be 
felt necessary. In the exchange of letters to 
which I have referred the Minister of Fi
nance took the position that such an agree
ment for short term financial support should 
be contingent upon an agreement by Quebec 
not to levy charges on federal institutions 
doing business in Quebec that would dupli
cate the premiums being paid by those insti
tutions to the Canada Deposit Insurance 
Corporation.

Those are the important purposes of the 
bill. The other amendment which occupies a 
fair amount of space is a technical one to 
clarify the period for which the premium 
runs. This amendment will not change the 
existing situation, or the interpretation that 
we had in mind to start with, but it will 
make it clear that the premium year runs 
from May 1 to April 30. This change is 
desirable to remove some doubts that had 
arisen in that respect, particularly for 1967, 
since the plan started only in April.

Secondly, this amendment will make it 
possible to have a formula for refunding 
premiums by reason of agreements that may 
be made with Quebec whereby the insurance 
on deposits in Quebec that the Canada 
Deposit Insurance Corporation now issues 
would be transferred from the federal plan 
to the provincial plan. In such cases we 
would want to make a refund of premium 
for the portion of the year that remained.

Mr. Chairman, those are the only prelimi
nary comments that I have.

The Chairman: Yes. I should point out that 
there was at least one major question that 
developed on the second reading of this bill, 
and that had to do with the definition of 
“deposit". In the original act there is no 
definition of “deposit", and that is really a 
basic element in the whole legislation. The 
reason given was that the legislation was too 
new, and it was not known how encompass
ing it should be, and, therefore, flexibility 
was wanted.

In the original act that was passed there 
was a provision in the definition section 
which simply provided that “deposit” means 
a deposit as defined by the by-laws of the 
corporation, and from there one had to go to 
section 12 where the powers of the directors 
to pass by-laws are set out, and among those 
powers is one to pass a by-law, with the 
approval of the Governor in Council, “defin
ing the expression ‘deposit’ for the purposes 
of this Act”. The Senate and the House of 
Commons both agreed that in the circum
stances, this being new legislation, that that 
was a good way in which to leave it. Subse
quently, the word “deposit” was defined by 
by-law, and approved by the Governor in 
Council.

We now have an amending bill before us 
and the suggestion made on second reading, 
with which I certainly concur, was that if 
“deposit" can now be defined for the pur
poses of administration in a by-law it can be 
defined in the act.

I have a further suggestion on that point, 
depending upon what Mr. Humphrys says 
as to whether they are prepared to put a 
definition in the act at this time.

Senator Vien: Is the Canada Deposit Insur
ance Corporation Act administered by the 
Insurance Department, or by the Finance 
Department?

Mr. Humphrys: No, Mr. Chairman. Under 
the statute the directors of the Corporation 
are the deputy minister of finance, the Gov
ernor of the Bank of Canada, the Inspector 
General of Banks, the Superintendent of In
surance and a fifth director to be appointed 
by the Governor in Council.

Senator Vien: The Minister of Finance is 
responsible for the acts of the department. 
That is what I want to find out.

Mr. Humphrys: Yes. The corporation acts 
as a separate Crown corporation. It is
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empowered to use the services and facilities 
of the Department of Finance and the Depart
ment of Insurance. The corporation is still 
quite new. It has a secretary but no other 
staff at the present time. It is empowered to 
hire staff and, depending on how it develops 
in future, it may reach the point where it has 
quite a large staff of its own, or it may contin
ue to operate with a minimum of staff of its 
own, making use of staff in the Department 
of Finance or the Department of Insurance.

Senator Vien: Is this amending bill made 
at the request of the department?

Senator Leonard: Has a fifth director been 
named?

Mr. Humphrys: Yes. Mr. Antonio Rainville 
is Chairman of the board of directors of the 
corporation.

The Chairman: Now do you think you can 
answer my question?

Mr. Humphrys: Yes, Mr. Chairman.

Senator Leonard: First of all, would you 
tell us what the definition now is?

Mr. Humphrys: The definition is in the by
laws of the corporation. It runs a page and a 
half.

Senator Leonard: You do not need to read 
it all. Just summarize it.

Mr. Humphrys: When you start paraphras
ing you almost start reading it. It is an obliga
tion of an insured institution to pay back any 
funds held for a person or corporation where 
the liablity is in terms of a demand liability or 
k a term liability if the depositor has the right 
to demand his money back within five years. 
It is a demand deposit or a deposit that can 
be demanded within five years. If it runs 
more than five years it is not an insured 
deposit.

Senator Vien: That is provided for in the 
statute?

Mr. Humphrys: It is provided for in the 
definition, in the bylaws of the corporation 
which have been approved by the Governor 
in Council.

The Chairman: It is not in the act.

Mr. Humphrys: It is not in the act. When 
the bill was going through earlier this year 
we were not in a position to set down a

definition of “deposit” at the time. In arriv
ing at the definition which now appears in 
the bylaws a good deal of work and study 
went into it. In principle I think that none of 
the directors of the corporation would take 
issue with the idea that an item of this 
importance should be in the statute rather 
than in the bill or in regulations.

I would say, however, that we feel we 
have scarcely caught our breath in getting 
this corporation into existence. We have not 
completed our first inspection of the member 
institutions to even audit the premium 
return. We still have to work out an 
agreement with Quebec if this power is given 
to us under the bill. It is of very great im
portance that the definition of “deposit” be 
the same for their plan as for ours.

We have encountered some problems that 
are now before us which may require a 
change in the definition in order to accommo
date the particular problems that have come 
up. When the bill was going through the 
Commons the Minister of Finance gave an 
undertaking that he would refer the bylaws, 
particularly the bylaw defining “deposit”, to 
the Committee on Finance, Trade and Eco
nomic Affairs for study.

The by-law has been referred to that com
mittee but it has not yet been examined 
there. I can say, from speaking for the corpo
ration, that we would prefer to have some 
more time to allow this thing to settle and 
see if we can feel confident that we have 
encountered all the variety of problems, 
before writing the definition into the statute.

The Chairman: I had a purpose in asking 
Mr. Humphrys that question. Many times— 
and you will recall this, too—we had bills 
before you, I could name some of the more 
recent ones, where we have been persuaded, 
or permitted ourselves to be persuaded, to 
wait for a time in connection with some 
amendments we were discussing, “because 
the Act would be coming back to us and 
there would be an opportunity then”. The 
last one of those, I will not name it, we have 
been waiting three years for the act to come 
back and it has not come.

I was looking for a different approach. I 
thought that, if we put a time limit on the 
time within which they must come back to 
Parliament with definition, or that is the ter
mination date of the bill, that would make 
them move within the length of time. It then
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becomes a matter of how much time, I would 
suggest maybe within a year from the date 
on which this bill receives assent.

Senator Croll: Mr. Chairman, this bill is 
hardly one that we can use in that way. I 
agree with what you say. However, he is 
making a deal with a province which has 
some decided views on this and he may find 
himself tied into some negotiations and it 
may take an extraordinary amount of time 
and it must be done or there will be double 
taxation. Perhaps, with the question that you 
asked and the words on the record we ought 
to leave it alone in order to give them an 
opportunity; because it would be quite unfair 
for them to work under the gun. That is my 
problem.

The Chairman: Do you know, Senator 
Croll that, in variations, this is exactly the 
answer that I have received, so many times, 
on the basis that it will come back to us soon.

I am not suggesting that we do not give 
the department what it wants now and let 
them keep their definition in the order in 
council; but I want some string, so that at 
some time, whether it is a year or eighteen 
months, within which they must come back 
with their definition or they no longer can 
operate. All they have to do is come back 
with their amending bill and they keep their 
authority but surely that is not an unreason
able position.

Senator Vien: Why do you ask so much 
time to come to a proper definition?

The Chairman: Actually, I do not think it 
should. There are those factors. One is the 
corporation is already collecting premiums on 
whatever definition they have of “deposit”, so 
the money is coming in and Quebec will be 
doing the same thing. When the money is 
coming in, sometimes there is not the same 
urgency about tidying up. If you have to 
wait until you have tidied up, for the money 
to come, then you get started on it more 
promptly.

Senator Croll: How much time does Mr. 
Humphrys think he needs, what is his limit 
in time?

The Chairman: A year?

Senator Croll: No. Go ahead.

Mr. Humphrys: I should think that after 
we have inspected and audited every institu

tion, and reached agreement with Quebec or 
any other province that had a plan of deposit 
insurance, we should have things fairly well 
settled so far as the definition of “deposit” is 
concerned.

When I say that we feel that we would 
still like to have some flexibility, I do not 
mean to imply that we regard the definition 
of “deposit” as something than can be 
changed from day to day.

The Chairman: I would not think so.

Mr. Humphrys: It is extremely important 
that it be firm, because we do not want any 
depositor putting money in an institution 
with the idea that he is insured and then 
having the deposit definition changed and he 
finds himself not insured. Actually, this 
definition is one that, once you start on it, 
you can move only one way so we feel it 
quite important that we have a chance to 
survey all the situation before we change it, 
and we would like a little bit of room, in case 
some new situations come up, at least in the 
first year or two of our life.

I am a little bit uneasy about the concept 
of putting a statutory termination on us, 
because we have to enter into agreements 
with Quebec and we have to issue contracts 
to public institutions that are continuing con
tracts and they can only be terminated by us 
at least by following a specific procedure. So 
I am uneasy about our position if our defini
tion of “deposit” is terminated by a certain 
date because we cannot control when we can 
get on the legislative calendar of Parliament.

The Chairman: If you set within a year or 
if Parliament had not been sitting, within 
sixty days after Parliament sits they must 
come back.

Senator Vien: The question was whether 
you feel a year or two years are necessary to 
come to that point of making a definite 
definition.

Mr. Humphrys: I would think another 
year.

Senator Vien: A year?

Mr. Humphrys: Yes.

Senator Vien: Or if Parliament is not 
sitting. ..

The Chairman: I think you should add that 
if Parliament is not sitting at the time, then 
within sixty days.
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Mr. Humphrys: If you feel it is necessary 
Mr. Chairman, to proceed in that way, could 
you not at least tie it down to a particular 
session rather than to a particular date? The 
circumstance might arise where you could 
not get the legislation through by a particu
lar date, but if the bill were introduced at a 
particular session you would know at least 
that it was before you at that session.

The Chairman: That is reasonable.

Senator Leonard: I would have thought 
that this might be covered in the interchange 
of letters between the Minister of Finance 
and the Province of Quebec. In any event 
should these not have been tabled?

The Chairman: They were tabled some 
months ago.

Senator Leonard: I thought the agreement 
as reflected in the letters would cover this 
definition of “deposit insurance”.

The Chairman: It may when they finalize 
the agreement, but it has not yet been final
ized. However, I would think that we could 
cover the situation that within a period of 
time an amending bill dealing with the 
definition of deposit, among other things, 
might be necessary. That would deal with 
the problem you are concerned about. But we 
"Would have to get the draft prepared and 
that will take a little time.

Senator Isnor: Are there any other prov
inces involved besides Quebec?

Mr. Humphreys: At the present time that is 
the only one. Ontario has legislation on the 
statute books which would adopt a plan of 
deposit insurance and did have it in effect as 
°f last April. But as soon as the federal plan 
came into effect Ontario amended its act and 
had their institutions apply for insurance 
Under the federal plan. The legislation is still 
°n the statute books but they are not grant
ing insurance.

The Chairman: There is one other point. 
The amendment I am going to suggest gives 
the corporations more authority than they 
Would have in the situation you have here. If 
y°u look at page 4 of the bill where they 
deal with these agreements you will see that 
at subjection 3 under the heading “Regula
tions” it says:

For the purpose of enabling the Corpo
ration to carry out an insuring arrange
ment referred to in subsection (1) or 
provided for in an agreement under sub
section (2), the Governor in Council may, 
by regulation, adapt any of the provi
sions of this Act to any provincial insti
tution referred to in subsection (1), or to 
any of the deposits with that institution, 
and make provision for any other matter 
or thing resulting from such insuring 
arrangement or agreement that is not 
provided for by this Act.

In other words, you are giving legislative 
authority to the Governor in Council. I think 
there is an apt way of doing it which 
removes part of this difficulty and I had our 
Law Clerk, Mr. Hopkins, draft something to 
achieve this. It simply says:

For the purpose of enabling the Corpo
ration to carry out an insuring arrange
ment referred to in subsection (1) or 
provided for in an agreement under sub
section (2), the Governor in Council may, 
by regulation, make provision for any 
matter or thing resulting from such 
insuring arrangement or agreement.

This is pretty much in line with the pro
vision that they have in the Quebec act, and 
it gives all the necessary authority and re
moves that criticism that we should not give 
power to legislate by regulation.

Now, we are going to have to adjourn 
consideration of this bill so as to permit the 
drafting of this other amendment. If the com
mittee wants to deal with this now or at that 
time—

Senator Croll: I can see no objection be
cause I haven’t got the purpose of it all. But 
should you not have that amendment con
sidered by the people who drafted this bill?

The Chairman: Yes.

Senator Croll: They may have had some
thing in mind here. They are using a great 
number of words to say something and it 
may affect another bill.

The Chairman: The only words that create 
a problem are found in the last clause, and 
they are not provided for by this act.

Senator Leonard: Perhaps if you took 
those words out.
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The Chairman: That is about what I have 
done.

Senator Leonard: It still leaves it within 
the framework of the act.

Mr. Humphrys: The wording in this section 
was carefully shaped with two ideas in mind. 
An attempt was made to make it clear that 
the Governor in Council could not by way of 
regulation alter the provisions of the act. The 
word “adapt” was used for the purpose of 
enabling the corporation to carry out an 
insuring agreement and the word “adapt” 
was used to convey the idea that it was not a 
power to affect the substantive content of 
any provision of the act, but to shape it if 
necessary to fit the insuring arrangement and 
in that respect it was copied from a prece
dent in the Canada Pension Plan Act which 
contains a similar wording that enables the 
Governor in Council to pass regulations that 
will adapt the provisions of the act, as may 
be necessary, for the purpose of an agree
ment with other jurisdictions. The final 
words here were intended to make it clear 
that the Governor in Council could pass 
regulations dealing with matters other than 
those specified in the act, so that it removes 
the power from him to change provisions in 
the act. But the effect is that it gives the 
power to the Governor in Council to lay 
down rules within which the corporation 
must act, and if you strike out those words 
the result will either be that the corporation 
will have to make its own rules or else that 
the corporation won’t be able to carry out 
some of the insuring arrangements. So we 
put the words in for that purpose.

Senator Leonard: The corporation will 
have to make its own rules within the frame
work of this act, and if it is going to do 
anything else then it should come back to the 
legislature.

The Chairman: That is right. I can refer 
the Superintendent to an article which a for
mer Deputy Minister of Justice wrote enti
tled: “The Composition of Legislation”. In it 
he says very clearly what they should or 
should not do. He says:

Authority is sometimes conferred to 
make regulations for removing doubts or 
for supplying any deficiency in the stat
ute. Unless he is bidden to put them in, a 
draftsman should resist provisions of this 
character, because the authority intend
ed to be conferred is extensive and the

limits are obscure. If doubts arise on the 
interpretation of the statute, let the 
courts or Parliament resolve them; and 
if there is any deficiency or omission in 
the statute, let Parliament supply it!

Senator Croll: That is very good if he 
would only follow the practice.

Senator Leonard: Surely, this is a case to 
which those words do not belong.

Senator Croll: I shall not argue that.

Senator Vien: This is not without prece
dent. There are other precedents, but 1 think 
we have protested more than once against 
the power to make regulations outside the 
framework of any legislation. To make an act 
more workable, and if they are within the 
scope of the legislation, the Governor in 
Council should be empowered to make regu
lations. But, that is just for the purpose of 
making the act more workable, and not for 
the purpose of going outside its framework.

The Chairman: That is right. Is it the wish 
of the committee that we adjourn considera
tion of the bill so that our Law Clerk and 
the departmental officials may get together to 
settle the wording?

Senator Vien: Yes, I so move.

The Chairman: Do you have anything fur
ther to add to what I have said at great 
length already, Senator Grosart?

Senator Grosart: Mr. Chairman, I would 
raise one point. I am aware of the fact that 
this committee does not have the authority to 
examine the by-laws of the corporation—I 
am speaking now of the definition section 
—but in view of the fact that we have in a 
way waived the suggestion that the definition 
of the word “deposit” in the by-laws be 
incorporated in the act at this time, and also 
in view of the fact that the definition in the 
by-law has now, and will remain with, the 
full force of the statute, I wonder if I could 
draw the attention of the Superintendent to a 
part of Section 2 of the by-laws. I raised this 
in the Senate, and I am still concerned about 
it. By-law 2(c) reads:

“date of deposit” means with respect to 
any moneys constituting a deposit within 
the meaning of paragraph (a), the day 
credit for such moneys is given to the 
account of the depositor or the date an 
instrument is issued for such moneys by 
the member institution.
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There is a qualification of this phrase in 
Section 2(a)(i) which reads “has given, or is 
obligated to give,” while in Section 2(a)(ii) 
the phrase is “has issued, or is obligated to 
issue”.

I should like to draw Mr. Humphrys’ 
attention to my concern—and it may be only 
a persona] concern—that in Section 2(c) as it 
is now drafted the rights of the depositor 
may not be fully protected. There may be an 
explanation for this, but as I read it now, if a 
deposit-taking institution failed for any rea
son to give credit to the account of the 
depositor then the practical date of the 
deposit would not be the effective date.

The Chairman: You must remember this, 
that there is an obligation on the parties—the 
banks—which must take out this insurance 
to correctly state who are the depositors. 
That is correct, is it not, Mr. Humphrys?

Mr. Humphrys: Yes.

The Chairman: If they put the wrong date 
m, or do not include somebody because of 
some mistake in their records, they are in 
violation of the statute. I do not think they 
have any remedy in case of the failure of a 
bank, and if any question came up about the 
liability of the insurance to cover such a

situation. My own feeling is that the day 
credit for such money is given would be read.

Senator Grosart: Would be?

The Chairman: Would be read, meaning 
that the day I ranked as a depositor and was 
entitled to have that noted in the records of 
the bank. They may take a week to write up 
their records, as you know. If we are going 
to tidy up the definition, then, I suggest that 
we tidy it up in every regard.

Senator Grosart: I am not going that far, 
Mr. Chairman. The point I am raising is that 
this phrase, “or is obligated to give,” is used 
twice in the same section, in the definition of 
“deposit,” but is omitted when we come to 
the definition of “deposit date”. Now, I am 
not a lawyer, but I would suggest that the 
question might arise why it was omitted 
here. Is it significant that it was omitted in 
this place while it is clearly spelled out in the 
other two places?

That is the only question that I raised. I 
realize we are not going to amend the by
laws. It is not our job here to do that, but 
I merely call it to Mr. Humphry’s attention. 
Perhaps, if my point is valid, the corporation 
itself might decide to amend its own by-laws.

The committee adjourned.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Monday, 
November 6th, 1967:

“Pursuant to the Order of the Day, the Senate resumed the debate 
on the motion of the Honourable Senator Carter, seconded by the Hon
ourable Senator Basha, for the second reading of Bill S-22, intituled: 
“An Act to prohibit the sale and advertising of hazardous substances, to 
amend the Food and Drugs Act and the Narcotic Control Act and to 
make a consequential amendment to the Criminal Code”.

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 Carter moved, seconded by the Honourable 
Senator McGrand, that the Bill be referred to the Standing Committee 
on Banking and Commerce.

The question being put on the motion, it was—
Resolved in the affirmative.”
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Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 9:30 a.m.

Present: The Honourable Senators Hayden (Chairman), Aird, Aseltine, 
Benidickson, Burchill, Croll, Everett, Fergusson, Gouin, Haig, Irvine, Lang, 
Leonard, MacKenzie, McCutcheon, McDonald, Molson, Pearson, Pouliot, Ratten- 
bury, Smith (Queens-Shelburne) and Thorvaldson. (22)

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

of Committees.

Consideration of Bill S-22, “Hazardous Substances Act”, was resumed.

The following witnesses were heard:
Department of National Health and Welfare: Dr. J. N. Crawford, Deputy 

Minister.
Canadian Manufacturers of Chemical Specialties Association: A. L. Copeland, 

President.
Canadian Paint Manufacturers Association: Eric Barry, Executive Vice- 

President; M. R. Feeley, Laboratory Services Manager, Paint Research 
Laboratory, Canadian Industries Limited; J. M. Coyne, Q.C., Parliamentary 
Counsel.

Further consideration of the said Bill was deferred until the next meeting. 

At 10.50 a.m. the Committee proceeded to the next order of business. 

Attest.
Frank A. Jackson, 

Clerk of the Committee.
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THE SENATE

STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, December 6, 1967

The Standing Committee on Banking and 
Commerce, to which was referred Bill S-22, 
to amend Bill S-22, to prohibit the sale and 
advertising of hazardous substances, to 
amend the Food and Drugs Act and the Nar
cotic Control Act and to make a consequen
tial amendment to the Criminal Code, met 
this day at 9.30 a.m. to give further consider
ation to the bill.

Salter A. Hayden (Chairman) in the Chair.

The Chairman: This is a bill which we 
started to consider on November 22. There 
were several witnesses who wished to be 
heard. Last time we heard the departmental 
officers. These other people are here today, 
and I would suggest that now is the time 
when they should come forward. Mr. Cope
land is here. He is President of the Canadian 
Manufacturers of Chemical Specialties As
sociation.

A. L. Copeland, President, Canadian Manu
facturers of Chemical Specialties Association:
Mr. Chairman and honourable senators, if I 
may I should like to proceed by reading this 
brief. It is short.

The Canadian Manufacturers of Chemical 
Specialties Association was formed in 1958 
and today represents a substantial proportion 
°f the manufacturers of household chemical 
specialty products in Canada.

Specific objectives of the association are: 
the advancement of the industry through the 
creation of a climate in which it can best 
operate; the advancement of the productive 
output of member companies; the advance
ment of management, technical, administra
tive and marketing skills of member com
pany personnel; the promotion of ethical 
Practices on the part of member companies; 
and, above all, the promotion of the safety and 
the welfare of the public and the efficient use 
by the public of the industry’s products.

The association is composed of five basic 
product divisions. These are: aerosols, soaps, 
detergents and sanitary chemicals, waxes and 
floor finishes, insecticides and pesticides, 
automotive chemicals.

A list of officers and directors and a roster 
of members of the association are appended 
to this submission.

The association, in its capacity as a recog
nized spokesman for the chemical specialty 
manufacturing industry, maintains a close 
co-operative relationship with the Canadian 
government, notably through the Food and 
Drug Directorate of the Department of Na
tional Health and Welfare and the Depart
ment of Agriculture. At such time as the 
Department of Consumer and Corporate 
Affairs becomes a ministry of the Canadian 
Government, a liaison with this Department 
will be set up as well.

The association has been in effective liai
son with the Consumers Association of Cana
da for several years, and activity which is 
mainly concerned with the education of 
Canadian consumers in the safe and efficient 
use of the industry’s products.

Labelling of Hazardous Household Prod
ucts: The association has long been con
vinced that hazardous household products 
must be labelled in a manner to ensure that 
consumers may use these products for their 
intended purpose without danger to their 
health or wellbeing. In addition, such labell
ing should provide for the safe storage and 
disposal of these products where necessary 
and should indicate action to be taken in the 
case of misuse, particularly that of accidental 
ingestion by children.

The result has been the development and 
wide dissemination since 1966 of a compre
hensive labelling code which outlines proper 
labelling practices to be followed for hazard
ous household chemical products. The labell
ing code received the unanimous endorse-
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ment of member companies of the association 
and their agreement, on a voluntary basis, to 
comply with the requirements of the code. 
Copy of the labelling code is appended to this 
submission.

It is worthy of note that during the proc
ess of development of the labelling code, the 
association worked in close harmony with the 
Food and Drug Directorate and with the 
Consumers Association of Canada and their 
assistance and counsel, in this connection, are 
respected and are much appreciated.

The labelling code defined dangerous and 
hazardous chemical products according to 
degrees of toxicity, flammability and cor
rosiveness.

In the considered opinion of the associa
tion, it is important to limit the use of such 
precautionary labelling to those products 
only, which present a practical hazard to the 
consuming public. To extend such labelling 
practices to products which present no prac
tical hazard confuses the issue and defeats 
the purpose of the cautionary label state
ments and can only lead the public towards 
apathy in respect to label statements on truly 
hazardous products.

Legislation as proposed in Bill S-22: The 
association is completely in accord with the 
intent of Bill S-22 and fully appreciates the 
need for authority for the government to 
remove from sale dangerous items of the 
type outlined in Part I of the Schedule on 
Page 8 of the Bill.

The association, though preferring a volun
tary industry approach to the elimination of 
deficiencies which the bill is designed to 
offset, appreciates that it has been unable to 
obtain the voluntary adherence to the labell
ing code of all household products manufac
turers in Canada who are not members of 
the association.

The association, therefore, appreciates the 
need for legislation which will enable the 
establishment of regulations covering the 
proper labelling of hazardous household pro
ducts; and also the authority to remove from 
sale those hazardous products which are 
improperly labelled according to regulations, 
providing that there be a right of appeal.

Notwithstanding the foregoing, the associa
tion feels that it has a responsibility to point 
out that legislation alone will not solve the 
problems of consumer carelessness or igno
rance leading to the misuse and accidental 
ingestion of these products. A program of 
consumer education emphasizing the impor

tance of reading the information on labels 
and storing products out of the reach of 
children is also urgently required.

The association notes again that it has 
been cooperating, and will continue to co
operate, with the Food and Drug Directorate, 
the Consumers Association of Canada and 
the Industrial Accident Prevention Associa
tion in such educational programs, and will 
follow suit with other representative groups 
as the need arises.

An examination of bill S-22: The associa
tion respectfully submits that certain of the 
provisions of the Bill require clarification and 
modification. These are treated in order as 
follows:

Section 2(a) Interpretation (Page 1) : The 
interpretation “advertise” implies that dispo
sition of any kind would be prohibited. The 
association recommends that such disposition 
be specifically worded to imply disposition to 
the general public so as not to be confused 
with disposition as garbage or waste.

Section 4, Inspectors (Page 2) : The associa
tion notes that there is no provision in the 
Bill for the qualification of Inspectors and 
suggests that this is an important matter 
which should not be overlooked. Inspectors 
designated by the Minister should be “duly 
qualified” for their responsibility, and the 
association submits that these words “duly 
qualified” be included in the Act.

Section 5, Search, Seizure and Forfeiture 
(Page 2): The association submits that there 
should be clarification of the powers of 
inspectors. These should be clearly delineated 
in the regulations and should not be too 
broad. Search, seizure and forfeiture are seri
ous, discretionary matters and could cause 
significant damage to reputation, particularly 
if unwarranted or improperly handled.

Schedule, Part II (Page 8): (a) Based on 
the condition that those household products 
noted will be prohibited from sale unless 
otherwise authorized by regulation, the 
association is concerned with the inclusion of 
non-hazardous products. The association sub
mits that the product examples listed in Part 
II of the Schedule be deleted and that refer
ence therein be limited to hazardous products 
based on those described in the association’s 
labelling code. This, the association feels, 
would be fully compatible with the intent of 
the bill.

(b) The association is naturally concerned 
with the question of whether these products 
will be banned from sale pending publishing



Banking and Commerce 97

of the regulations. It feels that clarification of 
this matter is necessary and assumes that 
such is not the intention of the Bill.

(c) The association notes the designation of 
products by their content of certain chemi
cals. It submits that the wording should be 
amended to clearly point out that the content 
refers to “hazardous levels” of the chemicals 
indicated.

(d) The bill does not specify that hazardous 
substances will be defined in the regulations 
according to their toxicity, flammability or 
corrosiveness. The association submits that 
they should be defined in this manner on the 
basis of an examination of biological hazards.

Participation of the Association in the 
Preparation of Regulations: The association 
advises of its willingness to assist in the 
establishment of equitable regulations under 
Bill S-22.

Based on its past and present working 
relationship with the Food and Drug Direc
torate it feels that it has a valuable back
ground and is a valuable source of technical 
data which will allow it to contribute signifi
cantly to this task.

Mr. Chairman and honourable senators, 
this ends the written portion of our submis
sion, but in summary, I would like to empha
size the following key points:

We in the Canadian Manufacturers of 
Chemical Specialties Association are in com
plete accord with what we understand the 
intent of the bill to be, namely:

(1) To prohibit the sale and advertising of 
certain hazardous articles and substances.

(2) To prescribe conditions and labelling 
safeguards under which useful household 
products, although hazardous if misused, may 
be advertised and sold.

We are concerned however that certain 
sections of the bill as presently written do 
not appear to be entirely consistent with the 
intent. These are as follows:

(1) Section 3, page 2—The prohibitive na- 
of this section appears to be unduly severe. 
This suggests to us that most household 
chemical products would be prohibited from 
sale until such time as a permissive list is 
Published. We question whether this is con
sistent with the stated intent of the bill.

(2) Part II of the Schedule on page 8 of the 
bill is not limited to hazardous products 
because products with any amount of chlo
rine, alkali, acid, etc., are included. As writ
ten therefore many non-hazardous products 
would fall within the requirements of the

bill. For example, if taken to the extreme, 
water sold by municipalities for household 
use would be prohibited because of chlorine 
content. You will agree this is certainly not 
consistent with the intent of the bill.

Mr. Chairman, thank you for the oppor
tunity afforded our association to appear here 
this morning.

The Chairman: Are there any questions 
which anyone wishes to ask Mr. Copeland? If 
not, thank you very much, Mr. Copeland.

Honourable senators, we have now the 
delegation from the Canadian Paint Manu
facturers Association. Mr. J. M. Coyne, Q.C., 
parliamentary agent, is here representing 
them. Do you wish to speak on behalf of the 
association, Mr. Coyne?

Mr. J. M. Coyne, Q.C., Parliamentary 
Agent, Canadian Paint Manufacturers As
sociation: No, Mr. Chairman, I am appearing 
with my colleagues. Mr. O’Neill is appearing 
for the association. There are present 
Mr. Roger Lamontagne, President of the 
Association; Mr. Eric Barry, Executive Vice- 
President of the Association; and Mr. M. R. 
Feeley, a senior technician of Canadian Indus
tries Limited.

It is proposed that Mr. Barry speak to the 
brief.

The Chairman: Has the brief been filed?

Mr. Eric Barry, Executive Vice-President, 
Canadian Paint Manufacturers Association:
Yes, Mr. Chairman, it has.

Mr. Coyne: Mr. Chairman, I hope that 
copies of it have been distributed.

The Chairman: Yes, they have. Mr. Barry?

Mr. Barry: Mr. Chairman, honourable 
senators, this submission is made on behalf 
of the paint manufacturer members of the 
Association. A list of these companies is 
appended.

Our concern is with Part I of Bill S-22 and 
specifically with the products listed in para
graphs 2 and 3 of Part I of the Schedule. 
These are:

2. Furniture, toys and other articles 
intended for children, painted with a 
paint containing lead in excess of 0.1 
per cent expressed by weight of lead 
oxide.

3. Paints for household use having a 
flashpoint of less than 40 degrees F.
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The effect of section 3 of the proposed act 
will be to prohibit the advertising and sale 
of these products. We respectfully submit 
that absolute prohibition is unnecessarily 
stringent.

However, we do not object to the concept 
of regulation. If improperly used, these can 
be hazardous substances. Therefore, we wish 
to recommend that consideration be given to 
transferring these products to Part II of the 
Schedule which will have the effect of mak
ing them subject to regulation. We further 
recommend that the specific limits expressed 
by the words “in excess of 0.1 per cent 
expressed by weight of lead oxide” and 
“having a flashpoint of less than 40 degrees 
F.” be deleted from the product descriptions 
and that these limits be left open to be decid
ed by regulation.

We suggest the following wording:
2. Furniture, toys and other articles 

intended for children painted with a 
paint containing lead.

3. Paints for household use which can 
be inflammable.

It is now the practice in the industry to 
supply only “lead-free” paints to manufac
turers of articles intended for use by chil
dren. It is also the practice to clearly and 
prominently print a warning on the label 
when a product is inflammable. To the best 
of our knowledge most, if not all, manufac
turers follow this practice. Regulation would 
serve to make mandatory on all that action 
which is now being taken by responsible 
companies and we have no objection to this.

It is our opinion that Bill S-22 as it is now 
written would, in relation to these products, 
go too far and also not go far enough in 
providing protection for children and the 
consuming public.

As presently written it is likely to create 
problems of definition, interpretation and 
technical measurement. These aspects also 
prompt us to make the suggestions we have 
already put forward.

Paints for children’s toys and furniture 
have been of concern to the industry for 
years. In the United States, a standard 
specification has been developed by the 
American Standards Association Sectional 
Committee on Prevention of Control of Haz
ards to Children. This committee was organ
ized in 1953 by the ASA under the sponsor
ship of the American Academy of Pediatrics. 
More than twenty associations are represent

ed on the committee including the Lead In
dustries Association and the paint industry. 
The committee has published American 
Standard Z66.1-1964.

Here are some extracts from the Standard:
1. Scope and Purpose

This standard specifies the require
ments for coatings such as paints, enam
els, lacquers, etc., applied in liquid form, 
that are deemed suitable from a health 
standpoint to be used to paint children’s 
toys or furniture or interior surfaces so 
that the danger of poisoning will be 
minimized if, by chance, some of the dry 
coating should be ingested by a child.

2. Specifications
A liquid coating material to be deemed 

suitable, from a health standpoint, for 
use on articles such as furniture, toys, 
etc., or for interior use in dwelling units 
where the dry film might be ingested by 
children:

(1) Shall not contain lead compounds 
of which the lead content (calculated as 
Pb) is in excess of one per cent of the 
total weight of the contained solids (in
cluding pigments, film solids, and driers);

(2) Shall not contain compounds of 
antimony, arsenic, cadmium, mercury, or 
selenium of which the metal content 
individually or in total (calculated as Sb, 
As, Cd, Hg, Se, respectively) is in excess 
of 0.06 per cent by weight of the con
tained solids (including pigments, film 
solids, and driers);

(3) Shall not contain barium com
pounds of which the water soluble bari
um (calculated as Ba) is in excess of one 
per cent of the total barium in such 
coatings.

3. Marking
Coatings complying with this standard 

may be marked. ‘Conforms to American 
Standard Z66.1-1964 for use on surfaces 
which might be chewed by children.’

It will be noted that the maximum lead 
content permitted by this Standard is 1 per 
cent. This maximum is generally accepted in 
the United States by those states and cities 
where ordinances affecting this type of prod
uct exist. Such cities include Baltimore, Cin
cinnati, Jersey City, New York City, Wil
mington and states include California and 
Kansas. All of these specify 1 per cent. We 
are not aware of any legislation specifying 
any other limit.
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Because of this, we feel that the limit of 
0.1 per cent is unnecessarily restrictive. Mi
nute traces of lead totalling a fraction of one 
per cent may appear for a variety of reasons 
in paint products that are nominally “lead- 
free”. Such traces would be well within a 1 
per cent limit but could exceed 0.1 per cent 
depending on how the measurement is car
ried out.

Measurement method is not precisely stat
ed in Bill S-22. Is it to be 0.1 per cent of total 
weight including liquid and solids or 0.1 per 
cent of solids? As the liquid part can weigh 
as much as the solids part of a paint product, 
it makes a difference.

The Chairman: How would you weigh the 
lead oxide?

Mr. Barry: I would like to have my accom
panying paint chemist, Mr. Feeley, answer 
that question, if I may.

The Chairman: Certainly. I was just won
dering about the language, because in ordi
nary English the phrase “by weight of lead 
oxide” would simply mean that you get lead 
oxide and you weigh it. If it is in solution, 
ho wdo you weigh it? You do not weigh the 
solution containing it, do you?

Mr. M. R. Feeley, Laboratory Services 
Manager, Paint Research Laboratory, 
Canadian Industries Limited, Canadian Paint 
Manufacturers Association: You would have 
to go to the analytic laboratory, and have the 
analytic chemist remove it and weigh it by 
special procedures.

The Chairman: So the fact that it may 
occur in solution does not affect the weight.

Mr. Feeley: Not at all.
Senator Molson: Here it seems to be lead 

as lead, but in our legislaiton it is lead as in 
lead oxide. Is that right?

The Chairman: Is there a difference there?

Mr. Feeley: Lead can be determined either 
as a metallic lead or as a lead oxide which is 
a litharge.

Senator Molson: In our legislation it is 
determined as the oxide. Specifically here it 
is determined as lead. They are different, 
then.

Mr. Feeley: It is just a different way of 
expressing the same thing.

Senator Molson: The figures would not 
mean the same thing, however.

Mr. Feeley: It would be within 5 per cent.

Mr. Barry: In this respect we feel that Bill 
S-22 goes too far and is unduly restrictive.

It does not go far enough in that it omits 
mention of other ingredients covered by 
Z66.1-1964 such as antimony, arsenic, cadmi
um, mercury selenium and barium.

It also omits paints for interior surfaces in 
buildings and paints which a person may 
buy to repaint children’s toys and furniture.

Let us turn now to paints for household 
use having a flashpoint of less than 40 
degrees F.

There are not very many products for this 
use with a flashpoint this low. However, 
there are some types of shellac with a flash
point at about 40 degrees F., and there are 
some types of floor and furniture lacquers 
with a flashpoint below this mark. Some 
paint removers would have to be included.

It seems to us that the man who makes 
furniture as a hobby and wishes to finish it 
with this type of furniture lacquer should not 
be prohibited from doing so provided he is 
clearly warned that he is dealing with an 
inflammable product. It is at least common 
practice and probably universal practice 
within the industry today to print such 
warnings on labels. We have no objection to 
regulations making such warnings mandatory.

But why 40 degrees F. and not 35 degrees 
F. or 50 degrees F.? Industry practice is to 
print warnings on labels of products with 
much higher flashpoints than 40 degrees F.

The Federal Hazardous Substances Label
ling Act in the U.S. contains the following 
definition:

The term ‘extremely flammable’ shall 
apply to any substance which has a flash 
point at or below twenty degrees Fahr
enheit as determined by the Tagliabue 
Open Cup Tester, and the term ‘flamma
ble’ shall apply to any substance which 
has a flash point of above twenty 
degrees to and including eighty degrees 
Fahrenheit, as determined by the Taglia
bue Open Cup Tester; except that the 
flammability of solids and of the con
tents of self-pressurized containers shall 
be determined by methods found by the 
Secretary to be generally applicable to 
such materials or containers, respective
ly, and established by regulations issued 
by him, which regulations shall also 
define the terms ‘flammable’ and ‘ex
tremely flammable’ in accord with such 
methods.
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In state and municipal laws in the United 
States and in industry practice, these stand
ards are widely followed. In some cases the 
word “combustible” is used when the materi
al will bum but where the flashpoint is 
above 80 degrees F.

We favor warnings on labels. We feel that 
outright prohibition of the sale of paint prod
ucts with a flashpoint below 40 degrees F. 
would cause hardship to both the makers and 
users of these products.

Again we foresee problems of definition 
and interpretation. What is a paint? Does it 
means paint remover too? What is meant by 
“for household use”?

How would a paint retailer distinguish 
between a buyer purchasing a low flashpoint 
floor lacquer to use in a small commercial 
establishment and one buying it for use in 
his home? Yet, the first sale would be legal 
and the second illegal under Bill S-22.

What test shall be used to determine flash
point? What is to be done about paints in 
aerosol containers sold for home use where 
technically there is no flashpoint (the defini
tion of flashpoint assumes a liquid) but a 
different type of test and measurement 
because the product is in vapor form?

The whole problem as with lead-free 
paints is complex. That is why we recom
mend amending the product descriptions in 
Bill S-22 and the transfer of these products 
to Part II of the Schedule so that the exact 
conditions under which they may be adver
tised and sold may be spelled out by regula
tion. Such regulations should draw on the 
large body of technical information and 
experience now available so that consumers 
of these products, the general public and 
particularly children may be adequately pro
tected in the light of a realistic appreciation 
of the degree of risk involved.

Our Association and our industry are will
ing to cooperate with the Department of Na
tional Health and Welfare in this regard.

The Chairman: Have the members of the 
committee any questions?

Senator Leonard: I suppose the witness 
realizes that in the first instance by adopting 
the amendment he suggests the description 
would be wider than in the present bill, and 
so the manufacturer and people engaged in 
trade would have to depend upon all the 
regulations. I presume that is your position, 
is it not?

Mr. Barry: That is correct.

Senator Leonard: You are widening the 
definition and depending upon the regula
tions.

Senator Thorvaldson: May I ask whether 
they have widespread legislation in the Unit
ed States in regard to matters covered by 
this bill and whether the methods proposed 
in this bill are similar to those in use there. 
Are their labelling regulations as comprehen
sive as those proposed in this legislation?

Mr. Barry: I have not discussed this aspect 
with the Department of National Health and 
Welfare. However, I did discuss the question 
of labelling with authorities in the United 
States. I am informed that to the best of 
their knowledge this is not the case. There is 
a considerable body of the United States fed
eral, state, and municipal legislation govern
ing many aspects of the labelling field. 
Whether it is widespread or not is, of course, 
a question of judgment. I would say no, in 
the sense that, for example, ordinances 
affecting the lead content of paint are in 
effect in only three states, and in only six or 
seven cities out of the entire number of cities 
and states in the United States. I think it 
should be recognized that in the United 
States and also in this country the standards 
laid down by the American Standards Asso
ciation standard are very widely followed 
by industry. Probably this is the reason why 
legislation in the United States with regard 
to lead-free products is not more widespread.

Senator Thorvaldson: Are the standards 
you refer to in your brief covered by federal 
legislation or by state legislation?

Mr. Barry: This is a voluntary standard 
prepared by the American Standards As
sociation in conjunction with the American 
Academy of Pediatrics, and 20 other groups. 
The operative parts have been written into 
state and municipal legislation, as I have 
said.

Senator Thorvaldson: So this is not federal 
legislation.

Senator Burchill: Is there any federal 
legislation in such matters in the United 
States?

Mr. Barry: Weil, there is a hazardous sub
stances act.

The Chairman: There is wide power in sec
tion 8 of the bill for the Governor in Council 
to deal with Parts I and II by adding or by 
deleting so that if representations are made
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that carry sufficient merit to convince the 
department that some items should be delet
ed from Part I or Part II, or should be 
moved from Part I to Part II, or that some
thing else should be added to either Part I or 
Part II, there is wide power to do that by 
regulation.

Senator Thorvaldson: Is this not entering 
into the field of adding to legislation by 
regulation?

The Chairman: It is not adding. I think 
there are similar provisions in the Narcotic 
Control Act.

Senator Leonard: With respect, having 
regard to the fact that the statute does make 
a difference between Part I and Part II, I 
would question whether section 8 gives the 
power to take something out of Part I and 
put it into Part II. It seems to me it could be 
interpreted that by striking out one section 
and adding something new, you are using the 
authority in section 8 to the extent that it has 
the effect of changing the act.

The Chairman: You may be right. The 
section says:

8. The Governor in Council may by 
order amend Part I or Part II of the 
Schedule by including therein any sub
stance or article that he is satisfied

(a) is or contains a poisonous, toxic 
inflammable, explosive or corrosive sub
stance or other substance of a similar 
nature, and

(b) is or is likely to be a danger to the 
health or safety of the public,...

There you have the power to add;
... or by deleting therefrom any sub
stance or article the inclusion of which 
therein is, in his opinion, no longer 
necessary.

There is no provision for shifting from one 
part to the other.

Senator Leonard: Parliament has made 
this distinction between the two.

Senator McCutcheon: But it does say “or 
by deleting therefrom any substance or arti
cle the inclusion of which therein is, in his 
opinion, no longer necessary.” Surely he can 
decide that it is no longer necessary to keep 
something in section 1, and he can also 
decide under the previous part that it is 
necessary to put it into section 2. I think the 
Power is there, because it is all a matter of

his opinion. If it is his opinion that some
thing is no longer required in section 1 it can 
be removed therefrom, and if it is also his 
opinion that it should be included in section 
2 it can be inserted there.

The Chairman: I am not at all satisfied 
that there is that power. Of course this is 
only one man’s opinion. But I am not sat
isfied there is that power in section 8 to shift 
from oen part to the other.

Senator McCutcheon: But it would not be 
done as a shift. It would mean passing two 
Orders in Council; the first one would delete 
the item from section 1, and the second 
Order in Council would insert it or add it in 
section 2.

The Chairman: It would need an analysis 
of the qualities of the substance involved to 
see what relationship it would have to either 
part. The words in the section are “poiso
nous, toxic, inflammable, explosive or corro
sive substance or other substance of a similar 
nature.”

Senator McCutcheon: Just about every
thing we eat contains something to which one 
or more of these descriptions could apply.

The Chairman: Well, I am not too sure 
about that.

Mr. J. M. Coyne, Q.C., Parliamentary 
Agent, Canadian Paint Manufacturers As
sociation: I wonder if I might say a few 
words here in connection with this point 
regarding section 8. Speaking for myself I 
am satisfied that the power is there to delete 
from one part and to add to another part 
which, in effect, means to shift from one part 
to the other.

I think what concerns the paint manufac
turers and, apparently, more so the chemical 
specialty manufacturers, from what they said 
a moment ago, is the fact that, on the face of 
this statute, it comes into force on proclama
tion, and immediately it comes into force 
those articles mentioned in Part I of the 
schedule become illegal.

It may well be the intention or the case, as 
was suggested by officers of the Crown in 
connection with the other bill, that the bill 
will not be proclaimed until regulations may 
be issued simultaneously with the proclama
tion, at which time this schedule may be 
totally varied as it comes into force from 
how it appears in the statute.
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As I say, we have no way of knowing 
whether this is the case, and what concerns 
us, and what is the subject matter of Mr. 
Feely’s submission, is that one the face of the 
statute, once it is proclaimed and comes into 
force, the sale or advertisement of those sub
stances now mentioned in Part I becomes 
illegal. I do not need to repeat the criticisms 
that have been made in the brief as to defini
tion or choice of these particular substances.

Senator Leonard: And if the articles in 
Part I were put into Part II, the regulations 
might still come back that puts them effec
tively into Part I.

Mr. Coyne: The position is that if these 
substances were mentioned in Part II, we 
would be content to depend upon the defini
tions and the provisions of the regulations 
regulating the sale and advertisement of 
these substances.

Senator Leonard: You will take your 
chances on whether or not the description 
still might not come back to the way it is 
now in Part I?

Mr. Coyne: That is the position we are 
taking, and I think we are assuming that in 
the meantime there will be liaison and dis
cussions with appropriate officers of the 
department in which any views these people 
might have will be given consideration.

Senator Leonard: Can you tell us why 
there is the terrific difference, between 0.1 
per cent in Part I and 1 per cent, which is 
the test in the American standards? That is a 
10-times difference.

Dr. Barry: I am not sure where the 0.1 per 
cent came from. We questioned its necessity. 
We feel, on the basis certainly of American 
experience, 1 per cent is adequate.

Senator Leonard: Do you think there is 
some difference in the measurement?

Dr. Barry: I am advised it is not sufficient
ly significant that it should result in this 
wide discrepancy in setting the technical 
method. Mr. Feely has noted that though 
there was a difference in the measurement 
method, it would be only a 5 per cent differ
ence in the end result.

Senator Leonard: Do you think a content 
of, say, in excess of 0.1 per cent is 
dangerous?

Mr. Feeley: I think the 1 per cent taken in 
the United States is based on experience over 
a number of years, and I do now know the 
origin of the 0.1 per cent.

The Chairman: But the senator’s question 
was: Do you think that 0.1 per cent is 
dangerous?

Senator Leonard: Let us say 0.2 per cent; 
do you think that is dangerous?

Mr. Feeley: My opinion is that it is not. 
When one gets up to 1 per cent, then it is 
considered dangerous.

Senator Leonard: Do you represent the 
view, would you say, of your association that 
0.2 per cent would not be dangerous?

Mr. Feeley: In this respect, I am only giving 
my own opinion.

Senator Leonard: Have you taken any 
kind of consensus or viewpoint on this?

The Chairman: I think I should point out 
that Mr. Feely is the Laboratory Services 
Manager, the Paint Research Laboratory, 
Canadian Industries Limited.

Senator Leonard: He must be a very good 
man, then.

The Chairman: I would think that he has 
some knowledge, yes.

Senator Leonard: Perhaps I should dis
qualify myself!

Senator Thorvaldson: Mr. Chairman, I 
have been wondering, in listening to the 
questions and so on, in the light of section 
8—where, obviously, the Governor in Council 
is entitled to add to or delete from the 
schedule—why we should have a schedule at 
all? Might it not be better to leave the ques
tion of the substances and the percentage of 
flashpoint, and so on, up to the department, 
which I think we know in practice usually 
does not make regulations without dealing 
with the paint and the chemical industries, 
they finally coming to an agreement as to 
what should be contained in the schedule. 
That would also get over the problem Mr. 
Coyne cited, which I can quite see is a seri
ous one. The moment this bill becomes law, 
all these substances become illegal; whereas 
perhaps it would be preferable if there could 
be negotiations, and that would give the 
department more elasticity and flexibility in
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determining the substances, and discussing it 
with industry, and so on. I was wondering 
what Mr. Curran would say on that, whether 
it would interfer with the legality of the 
legislation or the legal position.

The Chairman: These are the mechanics, 
and I think maybe we should have a view
point from Dr. Crawford.

Are you going to speak on this Dr. 
Crawford?

Dr. Crawford: Mr. Chairman, I must first 
disclaim any particular expertise in the 
chemical questions wich are raised today. I 
do, however, want to express my apprecia
tion for the co-operation which we have in 
the past received from many manufacturing 
industries, and the Chemical Specialties 
Association.

On the points that they mentioned with 
respect to Part III of the act—and this was 
mentioned just again by the paint manufac
turers—it would seem to me that anything 
that is not on the market and is not in either 
Part I or Part II of the schedule would 
continue to remain on the market and be 
sold, until such time as we could get around 
to putting it on Part I or Part II. This may 
be a more or less lengthy processs, because of 
a number of considerations.

As I mentioned, when I gave evidence on 
the first occasion, our desire to have this 
schedule in this form is to enable us to act 
quickly in Part I in the event of an emergent 
urgent situation, to take things off the mar
ket. And if, on second view, we realize this is 
a little extreme, we can do the double shift 
Senator McCutcheon talked about.

The Chairman: You mentioned the beads 
the other day.

Dr. Crawford: Yes. We take them off the 
market and stop the situation quickly. Then 
We can reconsider and delete it from Part I 
and put it on Part II, or forget it altogether. 
This is the sort of operational approach we 
should take.

I would just like to make one comment on 
the schedule, Part I:

Furniture, toys and other articles 
intended for children....

We do not anticipate any great difficulty with 
rePutable manufacturers, paint manufactur
ers, in this country or in the United States. 
What we may possibly be faced with is coun

tries far away, not subject to our regulations, 
importing furniture or toys for children with 
harmful paints, and we want to be able to 
take these off the market. I do not think that 
materials under Part II, which deals essen
tially with labelling, is going to be of any 
advantage to a six-month old child in a crib 
who nibbles away at the rungs of the crib 
that are coated with harmful paint. The label 
on the tin of paint is not going to get through 
to the child in a crib. So, I do not think a 
shift of this sort of thing from Part I to Part 
II would produce the desired effect.

The Chairman: The only question there, I 
think, doctor, would be whether in taking 
your measurement as 0.1 per cent that is too 
low.

Dr. Crawford: I am just coming to this 
point, sir, and as I disclaim expertise in this 
area, these standards were given to us, I am 
given to understand, by the National Re
search Council, and we received the brief 
from the industry last night. This may be too 
rigid. We are not prepared to say. We would 
like an opportunity to reconsider this par
ticular point and the briefs that are involved 
here, and to report back to you at a further 
session.

The Chairman: Would that apply also to 
the flashpoint and 40°F.?

Dr. Crawford: I would say yes, sir, al
though I do not think that this particular 
question is as much in doubt as perhaps that 
of the paint, but we will reconsider it.

Senaior Leonard: I take it that as long as 
the regulations come into effect at the same 
time as the statute those items in Part I 
could go under Part II and be dealt with by 
the regulations. Is that not right?

Dr. Crawford: The bill before you proposes 
a schedule with three items in Part I and 
four items in Part II.

Senator Leonard: The items in Part II only 
come into effect by regulation?

Dr. Crawford: Yes.

Senator Leonard: If those regulations came 
into effect at the same time as the statute the 
items in Part I could be dealt with by 
regulations?

Dr. Crawford: Yes. We will add to Part I 
no doubt as circumstances warrant it.
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The Chairman: In view of what Dr. Craw
ford has said, that they would like the oppor
tunity to consider the submissions in relation 
to item 2 in Part I, and also the flashpoint, 
which is item 3, are we prepared to go 
ahead?

Senator Leonard: No, let the bill stand for 
further consideration.

The Chairman: Is that the view of the 
committee?

Agreed.
The Chairman: Your submissions will be 

considered.
Whereupon the committee concluded its 

consideration of the bill.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
November 8th, 1967:

“The Order of the Day being read,
With leave of the Senate,
The Honourable Senator Grosart resumed the debate on the motion 

of the Honourable Senator Hayden, seconded by the Honourable Senator 
Macdonald, P.C., for second reading of the Bill S-24, intituled: “An Act 
to amend the Canada Deposit Insurance Corporation Act”.

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

The Bill was then read the second time.

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

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

J. F. MacNEILL, 
Clerk of the Senate.

27663—11
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MINUTES OF PROCEEDINGS
Wednesday, December 6th, 1967.

(17)

Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 10.50 a.m.

Present: The Honourable Senators Hayden (Chairman), Aird, Aseltine, 
Benidickson, Burchill, Croll, Everett, Fergusson, Gouin, Haig, Irvine, Lang, 
Leonard, MacKenzie, McCutcheon, McDonald, Molson, Pearson, Pouliot, Ratten- 
bury, Smith (Queens-Shelburne) and Thorvaldsen. (22)

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

of Committees.
Consideration of Bill S-24, “An Act to amend the Canada Deposit In

surance Corporation Act”, was resumed.

The following witness was heard:

Department of Insurance:
R. R. Humphrys, Superintendent.

Amendments:
1. On Motion of the Honourable Senator Molson it was Resolved to add a 

new clause 1 to the said Bill.
2. On Motion of the Honourable Senator McCutcheon it was Resolved to 

amend the said Bill as follows :

Page 4: Strike out subsection (3) at line 12 and substitute a new subsection.

3. On motion of the Honourable Senator Leonard it was Resolved to add 
a new clause 4 to the said Bill.

N.B. Text of the above amendments will be found in the Report of the 
Committee on the next page.

On Motion duly put it was Resolved to report the said Bill as amended.

At 11.20 a.m. the Committee proceeded to the next order of business. 

Attest:
Frank A. Jackson,

Clerk of the Committee.
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REPORT OF THE COMMITTEE

Wednesday, December 6th, 1967.

The Standing Committee on Banking and Commerce to which was referred 
the Bill S-24, intituled: “An Act to amend the Canada Deposit Insurance 
Corporation Act”, has in obedience to the order of reference of November 8th, 
1967, examined the said Bill and now reports the same with the following 
amendments:

1. Renumber clauses 1 and 2 of the Bill as clauses 2 and 3 respectively.

2. Page 1: Immediately after line 3, insert the following as new clause 1:
“1. Section 13 of the Canada Deposit Insurance Corporation Act is 

amended by adding thereto, immediately after subsection (1) thereof, 
the following subsections:

‘(la) Where a person has deposits with two or more member 
institutions that almagamate and continue in operation as one mem
ber institution (in this section called the ‘amalgamated institution’), 
a deposit of that person with an amalgamating institution on the day 
the amalgamated institution is formed, less any withdrawals from 
such deposit, shall, for the purpose of deposit insurance with the 
Corporation, be deemed to be and continue to be separate from any 
deposit of such person on that day with the other amalgamating 
institution or institutions that become part of the amalgamated 
institution, but a deposit made by such person with the amalgamated 
institution after the day that the amalgamated institution is formed 
shall be insured by the Corporation only to the extent that the 
aggregate of that person’s deposits with the amalgamated institution, 
exclusive of the deposit in respect of which the calculation is made, 
is less than $20,000.

(lb) For the purpose of deposit insurance with the Corporation, 
where a member institution, pursuant to a plan or arrangement 
acquires the undertakings and assets of another member institution, 
those member institutions shall be deemed to be amalgamating 
institutions and subsection (la) shall apply where a person has 
deposits with both such institutions.’ ”

3. Page 1: Strike out lines 4, 5 and 6 and substitute therefor the following:
“2 (1) Section 19 of the said Act is repealed and the following 

substituted therefor:”

4. Page 4: Strike out lines 12 to 21, both inclusive, and substitute therefor 
the following:

“(3) For the purpose of enabling the Corporation to carry out an 
insuring arrangement referred to in subsection (1) or provided for in 
an agreement under subsection (2), the Governor in Council may, by 
regulation, make provision for any matter or thing arising from such 
insuring arrangement or agreement.”

16—6



5. Page 5: Immediately after line 25, add the following as new clause 4:
“3. The power of the Board of Directors of the Corporation to define 

the expression “deposit”, as set out in paragraph (g) of subsection (1) of 
section 12, terminates on the expiration of one year from the day on 
which this Act comes into force, but such termination does not affect any 
by-law made before the expiration of such year.”

All which is respectfully submitted.
SALTER A. HAYDEN, 

Chairman.

16—7
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THE SENATE
STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, December 6, 1967

The Standing Committee on Banking and 
Commerce, to which was referred Bill S-24, 
to amend the Canada Deposit Insurance Cor
poration Act, met this day at 10.50 a.m. to 
give further consideration to the bill.

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

The Chairman: We now have before us for 
consideration Bill S-24, to amend the Canada 
Deposit Insurance Corporation Act. The 
members of the committee will recall that 
when we were considering this bill the last 
time we had a full explanation of it from Mr. 
Humphrys. We then discussed two amend
ments, and then adjourned so that a draft 
might be made of them. We now have this 
draft before us.

I understand that in connection with our 
consideration of these amendments there may 
be another one that the Department wishes 
to propose.

Perhaps I should tell you what those 
amendments are. The most simple one is to 
subsection (3) on page 4 of the bill. This part 
of the bill deals with arrangements under 
Which a province undertakes this business of 
deposit insurance itself, and it relates to the 
agreements that give authority to the prov
inces to make such arrangements.

It was the view of the Committee that the 
Power to make regulations by by-law of the 
corporation, which administers the provisions 
of this Act, went too far in that it permitted 
what might be called legislation by by-law. 
The proposal which you have before you, 
therefore, is that the words “that is not pro
vided for by this Act”, which are to be found 
m the last line of subsection (3) and begin
ning on line 20, be struck out, and that a 
Period be inserted after the word “agree
ment”. It was considered that if those words 
me left in then what is, in effect, being done 
ls giving authority to legislate by by-law or 
regulation.

This was the view of the Committee, and 
while we played with various forms of mak
ing this amendment, this would appear to be 
the simplest one.

Mr. E. Russell Hopkins, Law Clerk and 
Parliamentary Counsel: The amendment also 
includes the omitting of the words “adapt 
any of the provisions of this Act”, et cetera.

The Chairman: Yes. This would involve a 
rewriting of subsection (3) so that it reads as 
follows:

For the purpose of enabling the Corpo
ration to carry out an insuring arrange
ment referred to in subsection (1) or 
provided for in an agreement under sub
section (2), the Governor-in-Council may, 
by regulation, make a provision for any 
other matter or thing arising from such 
insuring arrangement or agreement.

That would replace what we have now in 
the bill which, in the view of this Committee 
at its last meeting, went too far, in that it 
was entering into the field of legislation.

This has been discussed with the depart
mental representatives, and there is no objec
tion, unless Mr. Humphrys is going to voice 
one today.

Mr. R. R. Humphrys, Superintendent of 
Insurance: No, Mr. Chairman and hon. sena
tors. The wording of this amendment has 
been discussed with the draftsmen in the 
Department of Justice, and they have 
advised me that this proposed wording 
would meet the needs of the corporation in 
this connection. So, I am not raising any 
objection.

The Chairman: This amendment has been 
moved and seconded. Is it agreed?

Hon. Senators: Agreed.

The Chairman: Another question was 
raised at the last meeting of the Committee 
in respect to the definition of the word 
“deposit". The Committee also asked the

105



106 Standing Committee

chairman and the legal adviser to the com
mittee to prepare an amendment to deal with 
this situation.

“Deposit” was not defined in the original 
bill which was passed in February of this 
year, and the explanation given at that time 
was that this was a venture into something 
new, and that having regard to all the possi
ble combinations of things that could be 
properly described as a deposit, it was some
thing about which they needed a little time 
to think, and the power was given to define 
“deposit” by by-law and regulation.

But “deposit” has been subsequently 
defined by Order-in-Council, and the ques
tion was raised, when we were considering 
these amendments, whether, since there is 
now a definition of “deposit”, we should have 
it in the Act rather than in a regulation.

This was discussed at the last meeting, and 
the view expressed by Mr. Humphrys at that 
time—and there was merit in it—was that it 
was a little early to determine all of the 
extensions of the definition of “deposit”. The 
view of the committee was: “Well, you tell us 
how much time you need in order to feel that 
you have a satisfactory definition that could 
be locked into a statute, and in respect of 
which, if there is to be any subsequent 
change, Parliament would have to deal.” The 
answer was that a year from the time this 
bill would become law should provide the 
necessary time.

The question was then raised—I think I 
raised it and the committee agreed—that the 
power in the original Act to define “deposit” 
by regulation should have a time limit on it; 
in other words, that a year from the time this 
bill receives royal assent the power in the 
Act to define “deposit” by regulation should 
terminate, and that whatever may be the 
definition at that time will remain the defini
tion until Parliament comes along and makes 
some change in it.

Is that a correct statement of the position 
at the last meeting of the committee, Mr. 
Humphrys?

Mr. Humphrys: That is my recollection, 
Mr. Chairman.

The Chairman: We have, therefore, come 
up with this amendment that has been sub
mitted to the departmental officers. It would 
add a new clause 4 to this bill. The bill, in 
effect, contains only two clauses, and this

amendment would add clause 4 which reads 
as follows:

The power of the Board of Directors of 
the Corporation to define the expression 
“deposit”, as set out in paragraph (g) of 
subsection (1) of section 12, terminates 
on the expiration of one year from the 
day on which this Act comes into force, 
but such termination does not affect any 
by-law made before the expiration of 
such year.

All that this means is that when that power 
terminates they are stuck with whatever the 
definition is, and Parliament is the only place 
they can go to have it changed.

Have you any adverse comments to make 
on what we propose to do, Mr. Humphrys?

Mr. Humphrys: Mr. Chairman, I have 
nothing to add in this connection to the com
ments I made two weeks ago when this was 
under discussion. The corporation feels that 
it is still too early to fix the definition of 
“deposit” in the statute. We think we should 
have some more time, at least, which will 
permit us to audit all the returns once, or 
perhaps twice, around. As a general princi
ple, we have no objection to a definition of 
“deposit” being in the statute, and this would 
give us another year in which to meet new 
provisions, or to make adaptations in order to 
meet the problems that arise.

I think it should substantially meet the 
needs of the corporation and allow it to oper
ate in a way that would be in the best 
interests of the purposes for which it was 
formed.

The Chairman: This amendment has been 
moved and seconded. Is it agreed?

Hon. Senators: Agreed.
The Chairman: The only other item in 

connection with this bill is, as I understand 
it, that there is an amendment which the 
Department is proposing.

Mr. Humphrys: Yes, Mr. Chairman.
The Chairman: Perhaps you would read it.
Mr. Humphrys: Yes. I have copies of it 

here.
Senator Leonard: Where will this come in 

the bill?
The Chairman: I think it should come in as 

another section of the bill, should it not? It 
should be a new clause. We have just added 
a new clause 4.
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Mr. Humphrys: It amends section 13 of the 
act. The usual form would be to put it into 
section 1.

The Chairman: I think what we should do 
is make it clause 1 of the bill and renumber 
the other sections accordingly.

Mr. Humphrys: This proposed amendment 
deals with a problem that has recently come 
up and it relates to the question of the amal
gamation of a number of institutions. There 
is an amalgamation of two particular institu
tions which has just taken place, the Canada 
Permanent Trust Company and the Eastern 
and Chartered Trust Company. A question 
has arisen concerning the continuation of 
insurance on deposits that a person had with 
each of the institutions before amalgamation. 
It was thought it would be wrong to leave a 
person in a position of having the insurance 
removed because of the amalgamation.

As you will recall, the act provides a max
imum of $20,000 of insurance for any one 
depositor in an institution. If there were a 
case where one person had $20,000 deposited 
in the Eastern and Chartered Trust Company 
and $20,000 deposited in the Canada Perma
nent Trust Company immediately before the 
amalgamation, he would have $20,000 of 
insurance in each case. Immediately after the 
amalgamation these deposits would be 
merged into the amalgamated company, and 
if no change were made that person’s insur
ance would be promptly cut back to $20,000. 
This might be unfair to him, because he 
might have entered into the purchase of long 
term instruments having a maturity date 
several years hence and he could not neces
sarily change them because of the amalgama
tion. Indeed, some depositors might not even 
know the amalgamation had taken place.

The purpose of this amendment is there
fore to provide that where an amalgamation 
takes place any deposits which are taken 
over in the course of the amalgamation will 
continue to be insured in the hands of the 
new institution. There may be cases where a

particular person has more than $20,000 of 
insurance in an amalgamated institution by 
reason of continuation of this coverage.

The Chairman: This keeps up the premium 
income?

Mr. Humphrys: Yes. If a case arises where 
one person has more than $20,000 insurance 
because of the amalgamation of deposits, this 
will continue until such time as withdrawal 
from those deposits or maturity of instru
ments reduces the amount of his insurance 
to the normal $20,000 limit, then it will go on 
in the normal fashion.

The Chairman: When you cite the case of 
the amalgamation of the Eastern and Char
tered Trust Company and the Canada Perma
nent Trust Company, the only application 
would take place in respect of people who 
had accounts with both of those companies?

Mr. Humphrys: That is correct, yes.
The Chairman: Any discussion on this 

proposed amendment? Those in favour?
Carried.
Senator Burchill: Does this bill cover credit 

unions?
Mr. Humphrys: No, it does not.
Senator Burchill: A small community with 

$1 million and $2 million deposits are not 
insured?

The Chairman: The place where you 
should have raised that was when we dealt 
with the original bill.

Any other suggested changes?
Our Law Clerk will see to it, of course, 

that the necessary technical changes will be 
made.

Shall I report the bill with this 
amendment?

Agreed.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
November 1st, 1967:

“Pursuant to the Order of the Day, the Honourable Senator Mc
Donald moved, seconded by the Honourable Senator Beaubien (Proven- 
cher), that the Bill S-21, intituled: “An Act to amend the Food and 
Drugs Act”, be read the second time.

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

The Bill was then read the second time.

The Honourable Senator McDonald moved, seconded by the Hon
ourable Senator Farris, that the Bill be referred to the Standing Com
mittee on Banking and Commerce.

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

J. F. MacNEILL, 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Wednesday, December 6th, 1967.

(18)
Pursuant to adjournment and notice the Standing Committee on Banking 

and Commerce met this day at 11.20 a.m.

Present: The Honourable Senators Hayden (Chairman), Aird, Aseltine, 
Benidickson, Burchill, Croll, Everett, Fergusson, Gouin, Haig, Irvine, Lang, 
Leonard, MacKenzie, McCutcheon, McDonald, Molson, Pearson, Pouliot, Rat- 
tenbury, Smith (Queens-Shelburne) and Thorvaldson—(22).

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

Clerk of Committees.

Consideration of Bill S-21, “An Act to amend the Food and Drugs Act”, 
was resumed.

The following witnesses were heard:

Department of National Health and Welfare:
Dr. J. N. Crawford, Deputy Minister.
Dr. A. C. Hardman, Director, Bureau of Scientific Advisory Services.
R. E. Curran, General Counsel.

Faculty of Medicine, University of Toronto:
Dr. E. F. W. Baker.
Dr. Lionel P. Solursh.

The Honourable Senator Sullivan read into the record a letter written 
to him by Dr. Hunter of the University of Toronto.

On Motion of the Honourable Senator McCutcheon it was Resolved to 
report the said Bill with the following amendment:

Page 4, line 24: Add the words “or any salt thereof”.

On Motion of the Honourable Senator Molson it was Resolved to 
defer consideration of the amendment regarding advocating the use of a 
restricted drug for one year and then invite the Minister to appear with 
his comments thereon.

At 12.00 noon the Committee proceeded to the next order of business. 
Attest.

Frank A. Jackson, 
Clerk of the Committee.



REPORT OF THE COMMITTEE

Wednesday, December 6th, 1967.

The Standing Committee on Banking and Commerce to which was re
ferred the Bill S-21, intituled: “An Act to amend the Food and Drugs Act”, 
has in obedience to the order of reference of November 1st, 1967, examined 
the said Bill and now reports the same with the following amendment:

1. Page 4: Strike out line 24 and substitute therefor the following:
“1. Lysergic acid diethylamide or any salt thereof.”

All which is respectfully submitted.
SALTER A. HAYDEN, 

Chairman.
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THE SENATE
STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE
Ottawa, Wednesday, December 6, 1967.

The Standing Committee on Banking and 
Commerce, to which was referred Bill S-21, 
to amend the Food and Drugs Act, met this 
day at 11.20 a.m., to give further considera
tion to the bill.

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

The Chairman: Honourable senators, I 
would call the meeting to order. We have 
four bills this morning, for three of which we 
have conducted the hearing in part. This 
morning we are going to proceed first with 
Bill S-21, dealing with LSD. If you will 
recall, the last time we heard a number of 
witnesses, and one amendment was suggest
ed. We have two further witnesses this 
morning to present the viewpoint which is in 
support of the legislation. These witnesses 
are two doctors from the faculty of medicine 
at the University of Toronto, Dr. E. F. W. 
Baker and Dr. Lionel P. Solursh, and I sug
gest that we hear them first.

Hon. Senators: Agreed.

The Chairman: Then we will hear Dr. 
Baker first. Will you tell us your qualifica
tions and then proceed to give your evidence, 
Dr. Baker.

Dr. E. F. W. Baker, Faculty of Medicine, 
University of Toronto: I am an M.D. in
Toronto and a psychiatrist in practice at the 
Toronto Western Hospital. I am on the teach
ing staff of the University of Toronto and I 
am a Fellow of the Royal College. Would you 
like a statement of my position?

The Chairman: Yes.

Dr. Baker: I have read the proposed bill 
and I have gone through some evidence and 
I have read a few of the relevant acts. I have 
had seven or eight years in clinical experi
ence with the hallucinogen, LSD. I have been 
to an international meeting on LSD and I 
have published some articles and have co

authored a book with Dr. Solursh on the 
matter. My position is this: we have a new 
type of chemical or medicine called “hal
lucinogens” that has not been too well 
known. LSD is the one at issue. These drugs 
make you see things, smell things, taste 
things, and do things. They are not narcotics; 
they are not sedatives; they are a new type 
of drug which have problems that are new, 
and they need new legislation for these 
problems.

There are perhaps four points: first, it is a 
new type of drug; second, it is at the experi
mental stage in medicine. It shows some 
promise and it shows some risks, as does any
thing in the experimental stage. The third 
point is that it is a powerful, wrongly used 
dangerous, rightly used who knows, kind of 
drug. And the fourth point is that it is in 
common street use in Canada nowadays.

Senator Pearson: Is it readily available?

Dr. Baker: I am afraid it is, sir, readily 
available on the street. It is difficultly availa
ble to us.

Senator Croll: How can it be so difficult for 
you through normal, regulatory authorities 
but so easy for others? Is there a difference 
in price, a difference in where they get it?

Dr. Baker: It is just difficult for us because 
we have to do a lot of thinking before we set 
up a research project, and we have to go 
through the ropes. But it is easy to get on the 
street because it is a low price, widely rang
ing drug on the street.

Senator Croll: Where does it come from?

Dr. Baker: I do not know, sir. It is always 
from the other country. It is always from 
somewhere else.

Senator Croll: Where do you get it
yourself?

Dr. Baker: I get mine from Connaught 
Laboratories, as approved by the Food and 
Drug Directorate.

109
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Senator Croll: And the other, you say, 
comes in from another country. It must be 
coming in illegally.

Dr. Baker: It comes in. I do not know 
where it comes from. It comes in funny tab
let form, sugar cubes and blotting paper and 
all sorts of forms, sir. It is cheap, I think. I 
don’t know how much it costs to get a dose 
on the street...

Dr. Lionel P. Solursh. Faculty of Medicine, 
University of Toronto: ... roughly around 
$5—between $5 and $10. It depends very 
much on the dose, sir, It comes in doses 
varying on the street between about 250 and 
1,800 micrograms, and there is a wide varia
tion in the dose.

Dr. Baker: I might add that people also 
chew morning glory seeds and get a “trip” 
from that because they contain substances 
like lysergic acid diethylamide.

Senator Leonard: Why do you find it so 
difficult to get supplies from laboratories?

Dr. Baker: I am sorry if I gave the wrong 
impression. I did not say or I did not intend 
to say that it was really difficult.

Senator Sullivan: Mr. Chairman, both doc
tors have prepared an excellent brief and I 
think either one of them should read it into 
the record of the committee so that it may be 
on the record.

The Chairman: Perhaps Dr. Solursh would 
tell us briefly what his background and 
experience is before reading to us the brief 
which has been prepared.

Dr. Solursh: Mr. Chairman, honourable 
senators, Doctor of Medicine, University of 
Toronto, 1959, diploma in Psychiatry, Univ
ersity of Toronto, 1962, and Gold Medallist; 
Specialist Certificate in Psychiatry, 1964, 
Royal College; and Fellowship in Internal 
Medicine, modified for Psychiatry, 1965, 
Royal College. I am presently Associate, 
Department of Psychiatry, University of 
Toronto, and Active Attending, Department of 
Psychiatry, Toronto Western Hospital. Much 
of my work has been with adolescents and 
young adults, and my familiarity with LSD 
comes from research and treatment in hospi
tal settings in the past seven years, through 
the emergency department and through the 
community itself and being in contact with 
street use.

There is clearly widespread use of hal
lucinogenic drugs in present North American

urban and semi-urban areas. A very wide age 
range is involved, although most commonly 
the late ’teens and early twenties. No social 
class is exempt, but different drug use pat
terns vary with specific groups. In general, a 
disproportionately high number of LSD users 
would seem to come from middle-class 
homes.

Compared to the widespread use of such 
drugs, the number of acute complications 
that reach medical attention are relatively 
small. Nonetheless, such complications are 
seen in significant numbers and may be very 
severe, including temporary or persistent 
psychotic illnesses, depressions, disruptive 
behaviour, the possibility of birth deformities 
and, rarely, suicide or homicide. In addition, 
there is good reason to believe, from contact 
with the street situation, that many unpleas
ant, frightening and dangerous experiences, 
which are not brought to medical attention, 
do occur quite frequently. We have reason to 
be very concerned about this situation.

Our knowledge of long-term complications 
is inadequate. We do see longstanding 
behavioural and personality pathology and 
the occasional persistent or recurrent drug
like state. There is some suggestion, but no 
convincing evidence at present of induced 
chromosomal change.

Bill S-21 recognizes illusinogenic drug 
abuse as a problem and as an individual and 
social danger. This abuse is largely a social 
and personal manifestation of underlying 
personal, interpersonal and social problems, 
and legislation of this type must necessarily 
be limited in its social effectiveness. Nonethe
less, it is apparent that legislation is required 
which will make possible some control over 
illusinogenic drug abuse, emphasize to the 
public the present state of relevant knowl
edge and concerns, and permit and promote 
responsible ongoing professional investiga
tion. Misuse of LSD is particularly difficult to 
control as the drug is colourless, tasteless, 
odorless, readily soluble, inexpensive, easy to 
prepare and convey and difficult to detect. In 
spite of these limitations, Bill S-21 is an 
appropriate attempt to deal with a relatively 
new, but very real problem, in a relatively 
constructive manner; as such, it should be 
supported.

Bill S-21 is designed to deal with LSD- 
one member of a group of drugs now recog
nized as being sufficiently different from 
previously considered classes of drugs to 
have specific characteristics, new problems
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and possibly new values. LSD may have 
value in medical treatment, and in medical 
and physiologic basic science and clinical 
research. The general class of illusinogenic 
drugs is marked by their “habit-forming” 
rather than “addiction-producing” tendencies 
and their tendency, in commonly used doses, 
to produce or precipitate illusory distortions. 
These are delusional misinterpretations of 
sensory stimuli. Such perceptual delusions 
may reach the extent of hallucinations, that 
is, they may occur with no external stimulus 
at all. The distortions tend to have a realistic 
quality and may be acted on during, and 
even after, the period of identified drug 
action.

As dozens of such drugs are now available, 
and many have recently been in street use, it 
would seem worth while to generalize 
Schedule J to include illusinogenic drugs in 
general, and at least the more recently avail
able ones in specific. This would have the 
advantage of providing ready access to legis
lative control of newer members of this class 
of drugs as they become available and iden
tified; there is every reason to believe that 
new drugs of this group will become quickly 
available, as has already been happening. 
Some of the specific drugs which are known 
and have been in street use and should be 
included in Schedule J are: LSD, DET, DMT, 
mescaline, peyote, psilocybine, DOM (“STP”) 
and cannabis compounds, natural and syn
thetic, including marijuana, hashish and 
THC.

In support of Bill S-21, it should also be 
noted that the provision for exemption by 
Governor in Council in section 45 (3) would 
likely permit the continuance of responsible, 
controlled research as is the case at present 
with regard to LSD.

The Chairman: Doctor, I understand that 
there may be some suggestion in connection 
with Schedule J of adding to the words 
lysergic acid diethylamide “or any salt there
of”. Have you any comment on that?

Dr. Solursh: The question has been raised 
already on the street that LSD may become 
available or may be available now in forms 
other than LSD-25 and it would seem appro
priate to me to add this kind of addition.

Senator Pearson: In this second paragraph 
of your brief you say “In addition, there is 
good reason to believe, from contact with the 
street situation, that many unpleasant, fright
ening and dangerous experiences, which are

not brought to medical attention do occur 
quite frequently.” Is this just a suspicion on 
your part or do you know definitely that 
there is a problem of this nature on the 
street?

Dr. Solursh: I am referring there to my 
own contact both in the office and in the 
emergency department and in the community 
with people who have used LSD or drugs 
like this on the street. Some will say when 
asked that they have known of many “trips”, 
none of which has been unpleasant, but an 
equally large number, at least, will say that 
they have known of a good many “trips” 
amongst their friends which have been very 
frightening, and which were rather com
plicated and which were treated by them
selves in the street situation.

Senator Pearson: What do you mean by 
“frightening”?

Dr. Solursh: The so-called “freak-out" is 
often accompanied by intense panic with loss 
of control coupled with delusions and panic 
and fear of institutions which may be offer
ing help.

The Chairman: Have you any comment on 
this, Dr. Baker?

Dr. Baker: The street users in their panic 
and in their distortions often land in hospital 
and in one’s office and it is quite evident that 
there is an increasing number landing at the 
Toronto Western Hospital at any rate.

At the Toronto Western Hospital we are a 
little bit close to the “hippy” region in 
Toronto.

Senator Molson: Mr. Chairman, since we 
met last there has been an item in the paper 
which said that the University of Iowa 
paediatricians say they have encountered 
their first case of a baby born with birth 
defects because her mother had taken LSD. I 
wonder if Dr. Baker would comment on that, 
because at the last session we had a witness 
who said that there had been no irreversible 
changes recorded because of the use of LSD.

Dr. Baker: Yes. We know that in rats you 
produce bad litters if you give them LSD 
early in the pregnancy. We think that is true 
in humans too. You cannot really say it is 
shown that the deformity was due to LSD or 
anything else based on a sporadic case, but 
there are deformed babies born, starting to 
show up here and there, in cases where the
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mother had taken these hallucinogenic drugs 
during the pregnancy.

Senator Croll: Could you tell us how they 
affected me? I like morning glory seeds, and 
always did, as a kid. Do you think I was 
affected by them?

Senator MacKenzie: This explains a great 
deal!

Senator Molson: Perhaps you had better 
rephrase that, senator!

The Chairman: I will give you two seconds 
to rephrase the question, senator!

Senator Croll: No, that is the way I wanted 
it. Doctor, we all did as kids.

Dr. Baker: The case I have in mind ate 
five packages of the commercial morning 
glory seeds and had 12 hours of seeing things 
and being in danger. No one should walk on 
the street with the flood of sensation this 
drug brings. I did not give it to her, but I 
think this particular girl is telling me the 
truth. That is quite a few seeds. You have to 
work at it.

The Chairman: Any other questions?

Senator MacKenzie: Any more confessions?

Senator Molson: I gather from what Dr. 
Solursh said, he had, and is having, wide 
experience with adolescents, and this seems 
to be the age group we are all most con
cerned with. Would you suggest to us, doctor, 
that its use is growing amongst adolescents, 
and would you suggest perhaps the age 
group is changing? Is it getting any younger, 
or could you tell us a little more of your 
experience with the adolescent sector of 
society?

Dr. Solursh: Yes, sir. I would suggest my 
experience points to more widespread use, an 
increasingly widespread use of drugs of this 
type, LSD included, in age groups and social 
groups in geographic areas other than hereto
fore. In this sense the age range is dropping, 
particularly with regard to marijuana, and it 
is dropping to the 12-13-year-old range. To 
some degree this is true of LSD. A number of 
people we have identified as hippies have 
almost stopped the use of LSD and drugs of 
this kind, and we are now seeing more use of 
these drugs in suburban areas and a spread, 
I would think, to a younger age group as 
well, particularly a move down in age.

Senator Molson: Would this be because the 
younger ones perhaps thought it was fashion
able following the hippies, and now the hip
pies have become a little more experienced 
and wiser?

Dr. Solursh: There is a great deal of truth 
in this. The younger groups involved in it 
identify with the hippy phenomenon. This is 
a group often referred to as teeny-boppers.

The Chairman: Teeny what?

Dr. Solursh: Teeny-boppers. At times, I 
may say, they have out-hippied the hippies. 
We are seeing quite a process of rebellion. 
Marijuana, aside from an attempted solution 
to problems and aside from the culture we 
are living in, has become a very powerful 
political weapon in the hands of the younger 
children, and LSD has, to some degree.

Senator Croll: A “political” weapon?

Senator MacKenzie: Yes, against their 
parents.

Dr. Solursh: Very much so. In terms of the 
political weapon point, I recently participated 
in a panel discussion in Toronto, and a 13- 
year-old girl was good enough to get up 
there and participate. She pointed out there 
was a degree of, at least, marijuana use in 
the school to which she went in Toronto, 
and that most of the children in this junior 
high school were quite aware of it, whether 
they were using it or not. The political erup
tion that subsequently occurred in the school 
and the degree of pressure on her not to say 
anything about it is almost unbelievable.

On the other side of it, taking it, they 
consciously see this as a way of threatening 
adult society, so-called “straight” society. 
That is something, they feel, will concern us 
and threaten us quite a bit.

Another brief case. I have recently become 
aware of one family in Canada that was 
recently admitted to treatment as a whole-- 
mother, father and teen-aged daughter. And, 
perhaps I may say, they “freaked out” on 
LSD they took together. We are encountering 
more and more use of this kind, more than 
one person in the family, in answer to Sena
tor Molson’s question before.

Senator Croll: Would you care to help me 
in another way. Would you define a “hippy 
for me, please?

Dr. Solursh: From whose viewpoint? This 
is difficult. The hippy will not define himself-
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Senator Croll: Yes, but you speak of him. 
You must know.

Dr. Solursh: I speak of this as a social 
phenomenon that we in non-hippy society 
have identified and labelled. The hippy is, 
therefore, by definition someone who is part 
of a group, the members of which are work
ing through their problems of alienation from 
society and institutions by living in a par
ticular sub-culture, a sub-culture marked by 
group activities, a good deal of individual 
decision, rebellious change in clothing, hair 
and other personal appearance and habits, 
and communal drug use. It is, therefore, 
marked by the phenomena of the dropout, 
the “turning on” and the “tuning in.” Many 
people who have been part of this sub-cul
ture have subsequently graduated from it or 
matured through it, as Senator Molson sug
gested, and have returned to conventional 
society—some I know in a pretty construc
tive and adaptive way.

Senator Croll: I think you also suggested to 
the Chairman there is a junior edition of 
this?

Dr. Solursh: Yes, I mentioned the teeny- 
boppers.

The Chairman: Yes, the teeny-boppers.

Senator Croll: I just wanted to make sure 
the Chairman understood, he being so far 
removed from this.

The Chairman: It is good to have the lingo.

Dr. Solursh: This is the commonly used 
phrase to describe the young teenager. It is 
not particularly a parallel word to the hippy 
phenomenon, but it is the younger group, 
including many children who have learned 
some lessons from the hippy group to whom 
We have referred. They either use drugs or 
talk about them—and more often talk about 
them than use them. They are pretty acutely 
aware of the social setting and relevance of 
drugs to this institution and its setting. They 
are, in many ways, copying the hippy phe
nomenon by wandering into geographic areas 
such as Yorkville or becoming “angry” at 
institutions. They are picking up the hippy 
ideas and are utilizing them as a younger 
group.

The Chairman: Has the word derived from 
“hypnotic"?

Br. Solursh: I did look through Webster, 
which is one of my favourite pieces of bed

time reading, and the closest I could find was 
“hypo”, and “hippy”, defined as coming from 
“hypo,” meaning “down in mood”, in effect. 
This is not an inappropriate comparison to 
make.

Senator Pearson: Is it an urban disease or 
spread out into the smaller areas?

Dr. Solursh: It is largely an urban or semi- 
urban problem, but this includes smaller 
urban areas such as Orillia and other towns 
than just Toronto, Montreal or Vancouver.

The Chairman: Any other questions?

Senator Sullivan: Dr. Solursh is speaking 
in Boston next May before the American 
Psychiatric Society. There is a pre-publica
tion paper on hallucinogenic drug abuse 
which he was kind enough to let me have. 
We have some new terminology in that paper 
and I was wondering if, particularly for the 
benefit of the Department of Health, it would 
not be a good idea for him to elucidate on 
these terms before this committee, probably 
not in detail because it is quite long, but 
perhaps he could ask that it be put in the 
record, if that meets with your approval, Mr. 
Chairman.

Dr. Solursh: I wonder if you could give me 
a guide as to just what you mean? I can read 
some of the terms included in the paper. I 
would suggest to the honourable senators 
that these terms are typical in that any sub
group, drug culture or otherwise, tends to 
develop its own terminology as a common 
manifestation of sub-group existence or iden
tity. Some terms indicate something about 
the attitudes of the people who have devised 
and used them. These are terms in common 
use, some of which you have heard.

“Acid” means LSD.
“Ball” means to have sexual intercourse.
“To blow one’s mind” means to break with 

ones personal reality.
“A bummer” is an unpleasant drug 

experience.
To be “burned” is to have purchased or 

used an ineffective drug.
“To come down” is to perceive the ending 

of drug activity.
“To go up” is, naturally, to perceive the 

onset of drug activity.
“To come on to” is to approach a person.
“To control” is the capacity to deal effec

tively with an hallucinogenic or illusinogenic 
drug experience.
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“To cool” is to handle life situations in an 
adequate manner.

“Cool” as a noun is trust. “Cool with the 
RCMP” means one has a good deal of estab
lished trust from them.

“To cop” is to purchase or acquire, as one 
might “cop a dime bag.”

“Dime bag" is $10 worth of marijuana.
“To crash” is to go to bed.
“To do the thing" is to engage in a specific 

act.
“To freak out" is to feel loss of control 

over thought processes and have an unfavour
able hallucinogenic drug experience.

“Grass” is marijuana.
“Pot” is marijuana.
“Jay” is a marijuana cigarette, or “joint” 

as an alternative.
“Ki” or “kilo” is a kilogram of marijuana.
“To lay on" is to give.
“To lay on” something to someone is to 

give that to them.
“The man” means police, a policeman.
“Paranoid” is a loosely used term to denote 

acute generalized anxiety or specific fear
fulness.

“Playing mind games” is attempting to 
occasion emotional disruption by intent or by 
unnecessary questioning.

“To shoot” or “shoot up” is to inject 
intramuscularly or intravenously.

“To smoke” is to use marijuana or hashish.
“Speed” is any stimulant.
“Speed freak” is an abuser of stimulants.
“Straight” is someone who is not a drug 

user.
“To put on” someone is to deceive, with 

humorous or absurd intent.
‘“To turn around” is radically to alter one's 

own or another’s perspective.
“To turn on” really means to involve one’s 

self or another with a sensory experience, 
not necessarily by means of drugs.

There are some others; I have not given 
them all.

Senator Sullivan: Is not “speed" the nick
name for STP?

Dr. Solursh: No. “Speed" means really any 
stimulant, usually referring to “meth”, 
“desoxy”, “preludin’’ or “amphetamines". It is 
a broad group which speeds one’s thought
processes.

The Chairman: They might call it an 
accelerator.

Dr. Solursh: We might call it an accelera
tor, sir.

The Chairman: Dr. Sullivan, I understand 
you had something to add.

Senator Sullivan: I was sick and unable 
to attend the November 22nd meeting of the 
committee when it last dealt with this sub
ject. However, immediately after reading the 
evidence I checked with Professor Hunter, 
head of the Department of Psychiatry of the 
Faculty of Medicine of the University of 
Toronto and, in view of the evidence given 
by Dr. Myron Arons and Dr. John H. Perry- 
Hooker, who appeared before the committee 
at that time, Professor Hunter suggested that 
we should get two qualified men in this field 
today to appear before us. For the record I 
wish to put forward what Professor Hunter 
said in regard to those previous witnesses to 
whom I have referred. It is this:

No one I have been able to contact 
amongst psychologists or psychiatrists 
have ever heard of Dr. Arons or Dr. 
Perry-Hooker. I am having the literature 
searched for references to publications 
by either of these two gentlemen. To 
date I have not any scientific publica
tions that they have produced.

Dr. Arons testimony appears to go 
beyond a rational support of his ideas 
concerning LSD and to become rather 
emotional. I wonder why? Also, his point 
about irreversible effects appears to me to 
be a tenuous one. Quite clearly there are 
possible side effects which are highly 
undesirable, and which in all likelihood 
cannot be predicted accurately. Further
more, his statement on page 9 that there 
has been no deformed children out of the 
hundreds of thousands of these people 
who have taken LSD is open to serious 
question.

We have further information that Dr. 
Arons studied under the psychedelic high 
priest, Dr. Timothy Leary, himself.

Both our medical experts here today were 
co-authors of the book to which Senator 
Molson referred a couple of weeks ago, and 
the committee are deeply indebted to these 
men for the evidence they have given us 
today.

The Chairman: Dr. Hardman, have you 
anything you want to add now?
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Dr. A. C. Hardman, Director, Bureau of 
Scientific Advisory Services: No. I should 
just like to make a comment with respect to 
the schedule. The schedule has to be set up in 
a form which deals with specific chemicals or 
salts; it cannot take in a group of drugs, as 
suggested by one of the witnesses.

We are aware of some 35 hallucinogenic 
agents, but rather than discuss them both 
here and in other committees we felt that the 
ones most abused could well be discussed, 
otherwise we would be getting into details of 
some 35 different agents. As honourable 
senators are aware, the department will put 
up the arguments for putting these other 
agents in the schedule to the Governor in 
Council in due course, and they will consider 
adding them to the schedule.

The Chairman: What have you to say 
about the suggestion that it was proposed to 
add the words “or any fault thereof” to what 
you now have in Schedule J?

Dr. Hardman: This suggestion came out of 
the Dominion Council on Health, and result
ed from an attempted prosecution in Alberta, 
I understand. The problem there was one of 
terminology which the analyst used. He 
expressed his findings in terms of salts, and I 
believe the judge found that the salt was not 
a drug. If honourable senators feel that they 
should amend it to add “salts” we would 
welcome such an amendment. However, it is 
not necessary if we instruct our analysts to 
express it in terms of potency of LSD.

I will bow to my legal confrere here on 
this point, but from the scientific viewpoint 
we can only do it as an interim measure.

The Chairman: But, Doctor Hardman, you 
appreciate that now that there has been this 
public discussion—

Dr. Hardman: Right.

The Chairman: And when any certificate is 
presented, it just describes the drug. You are 
going to find, right away, cross examination. 
Is this the—

Dr. Hardman: From a scientific viewpoint, 
we would welcome it being amended to “LSD 
and salts.”

The Chairman: Mr. Curran, have you any 
comment?

Mr. Curran: I agree with Dr. Hardman. 
This point came up a few weeks ago at the 
Dominion Council of Health meeting, and the 
Deputy Minister of Alberta pointed out that

they had one to cover it, and Alberta in their 
legislation possibly had an act.

They suggested that perhaps it would be 
wise to add “and salts” to cover that 
eventuality.

The Chairman: I mean, with your legal 
background, would you agree that it would 
be a wise thing to do?

Mr. Curran: I think it would be a wise 
amendment.

The Chairman: Prosecution, under what, in 
Alberta?

Mr. Curran: In British Columbia and in 
Alberta, they have provincial legislation. 
They have a statute in Alberta and one in 
British Columbia, which states that the 
possession of LSD is an offence—and that is 
to anticipate the bill which is here now, 
which will make possession of LSD an 
offence.

In provincial law this is an offence now, 
and that is where they run into trouble, as 
they cannot prosecute someone for being in 
possession of LSD and in relation to “salts” 
and LSD. There is legislation in the two 
provinces that makes it an offence to be in 
possession of LSD.

Senator Croll: Had we not better look at 
these bills—they are new to me, has anyone 
seen them?

The Chairman: Have you seen them?

Mr. Hopkins: No.

The Chairman: This being federal legisla
tion, it would govern the field.

Senator Croll: I appreciate that, but how 
are they trying to reach it? They had a 
problem in British Columbia, I do not know 
about Alberta, and if they had put their 
minds to it and looked at their problem, 
perhaps we should look at their problem too?

The Chairman: Mr. Curran, you are famil
iar with provincial legislation. Does our bill, 
that we have before us, parallel what those 
two provinces have done?

Mr. Curran: Our bill, substantially—the 
penalties may be different—but apparently 
the bill covers the same situation they have 
tried to cover in British Columbia and Alber
ta. Both provinces found that, if federal 
legislation in this field were passed—theirs 
was passed before this bill was introduced—
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with the full knowledge that, if federal legis
lation were enacted, theirs would not be 
necessary, as ours would become paramount.

Senator Croll: Was theirs challenged on 
constitutional grounds?

Mr. Curran: I believe there have been no 
constitutional challenges as yet, but they are 
fully aware that there is a possibility that, 
this being under the criminal law, it will 
probably be challenged.

Senator Thorvaldsen: I still want to ask 
Mr. Curran whether this legislation would 
still supersede provincial legiislation; and I 
take it that this is the theory—that we have 
made this federal jurisdiction under this 
act...

Mr. Curran: The federal legislation will 
become what we call paramount legislation 
and will supersede the provincial legislation 
covering the same area.

Senator Smith (Queens-Shelburne): I won
der if Mr. Curran could say, what is the 
difference between the penalties proposed in 
our bill and the penalties under provincial 
legislation that he has mentioned?

Mr. Curran: I do not have the provincial 
legislation before me, but I understand that 
there is a fine of $1,000 under the Alberta 
Act, according to my recollection. I do not 
know about British Columbia, but there is a 
slight difference.

Senator Thorvaldson: The position is now 
that, without legislation from the federal par
liament, the provinces have jurisdiction over 
this? Is that correct or not?

Mr. Curran: I am not at all sure. The 
question of challenge has been coming 
along. They would have to justify “property” 
within civil rights. I think you are fully 
aware that there is a possibility of challenge. 
But, in the absence of federal legislation, it 
might have a better chance of standing up. 
Once federal legislation has been enacted, 
then obviously ours becomes paramount.

Senator Molson: In order that the record of 
our proceedings follows through on a logical 
basis, I would like to ask Dr. Baker and Dr. 
Solursh one or two specific questions. They 
relate to what happened two weeks ago in 
the evidence before the committee. Could it 
be said that they are in favour of control of 
the indiscriminate use of LSD? That is the 
first question.

The Chairman: Shall we get an answer?

Dr. Baker: Absolutely yes.

Senator Molson: Do they feel that care 
must be taken to provide the means of con
tinuing research in LSD?

Dr. Solursh: Emphatically, yes.

Senator Molson: Do they think that any 
special provision should be made in this bill, 
in order not to curtail research or clinical 
use, by properly authorized medical people, 
of LSD?

Dr. Baker: As I read it, the provisions are 
there for exceptions to be made for properly 
constituted institutions to continue research, 
and I feel those should be used.

Senator Molson: Do you think they are 
adequate?

Dr. Baker: I do, sir, yes.

Dr. Solursh: If I may, sir, our experience 
with the present situation regarding LSD is 
that the Food and Drug Section have been 
most co-operative in permitting and support
ing all research which has been submitted to 
them and approved by them. We have had 
no real difficulty at ail in the case of univer
sity institutions.

I feel an inherent concern about legisla
tion, because once it is in black and white it 
is a little harder to alter. And although I 
have—and I mean this most sincerely— 
although I have the utmost confidence in the 
intent of this bill, and in the present utiliza
tion of it by the Food and Drug directorate, I 
think I would naturally be happier seeing in 
the bill specific direction of this kind. How it 
would be worded, I do not begin to know.

The Chairman: It may be that the problem 
of wording is the reason why we have to 
learn a little more about it, before we try to 
provide some wording? Would you admit 
that?

Dr. Solursh: The problem of wording in 
regard to research—the problem of wording 
would benefit from the facts that arise from 
that research.

The Chairman: So it may be a little early 
to try to particularize?

Dr. Solursh: It may be, indeed, sir.

The Chairman: Are there any other 
questions?
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Dr. Hardman: Perhaps still, in answer to 
the point that has been made, the use of 
“salts”.

At the present time, LSD is provided under 
the Food and Drugs Act, in regard to 
research by institutions, for certain work 
therein.

We have also drafted regulations which 
would parallel the present situation, and 
these have been submitted to the Department 
of Justice, the intent being that these regula
tions will be brought into force with the 
legislation coming into force; and the regula
tions would permit of the sale of LSD to 
approved institutions for clinical research in 
the institution, in terms of safety and so 
forth. So you can be assured that steps have 
already been taken which will guarantee the 
continuance of research availability of this 
and other restricted drugs, under those 
circumstances.

The Chairman: Do I understand from what 
you say, that when these regulations come 
into force, an approved institution will only 
have to present the request for the drug, to 
carry on or to continue some research?

It will not have to submit in detail the 
nature of the research under which the Food 
and Drug Division would then check the 
merit, in their view, before they would grant 
the request?

Mr. Curran: I assume Dr. Hardman would 
answer that.

Dr. Hardman: Sir, no. Not quite. The per
son or institution that is carrying out 
research will be granted additional material 
to continue this research. But a new institu
tion, such as was represented by one of the 
Witnesses here two weeks ago, will still have 
to submit the protocol for review.

In other words, any new research would 
be examined not by ourselves but by a com
mittee of the Canadian Psychiatric Associa
tion, with whom we work, for the merits of 
the research. I think, if I could recommend it 
to the committee, we should be permitted to 
continue in this way, otherwise we would 
have a number of small institutions of inade
quate medical controls wanting to engage in 
this area.

The Chairman: Yes.

Dr. Hardman: But I do assure both doctors 
here that, if research is in progress, addition
al supplies under the same protocol are made

available without additional information on 
the form.

Senator Thorvaldsen: I wonder, Mr. Cur
ran, if in your opinion the legislation is 
broad enough or if there is a specific term in 
the legislation which will authorize regula
tions to allow the Governor in Council to 
distribute LSD to institutions? Or should 
there be an amendment to clarify this and 
make it clear? I looked for it, but I could not 
find the authority.

Mr. Curran: Section 40, subsection (1), it 
says:

Except as authorized by this Part or the 
regulations, no person shall have a 
restricted drug in his possession.

In other words, the regulations will authorize 
the circumstances under which a person may 
have a restricted drug in his possession. That 
is the authority.

Senator Thorvaldsen: “Except as author
ized by this Part or the regulations”. You feel 
that that is sufficient authority for distribu
tion to be made to research institutions? You 
see, there is not a specific statement there, is 
there?

Mr. Curran: If you look at section 45, 
which adopts by reference the provisions of 
sections 36 and 37 of Part III of the Food 
and Drugs Act, which set out the circum
stances giving the Governor in Council auth
ority to prescribe circumstances under which 
a person may have possession of a control 
drug, you will see that by reference those are 
adopted for this purpose here. Rather than 
repeat all of the sections, they have been 
simply adopted by reference. There is a clear 
authority in the regulations to prescribe the 
circumstances and conditions of possession 
which would be authorized possession.

Senator Thorvaldson: That answers my 
question.

Senator Pearson: Who has authority to 
manufacture this substance and supply it to 
these people?

Dr. Hardman: Under the new drug regula
tions only one company, Sandos of Switzer
land, is permitted to manufacture the drug 
for sale in Canada and for distribution as an 
investigational drug. Its agent in Canada is 
the Connaught Laboratories. The company 
wishes to disassociate itself from the clinical 
investigation, so that there is one legal sup
plier and one agent, the department having
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arranged with the Connaught Laboratories to 
take this on in order to ensure that there 
would be a continuity of supply for 
investigators.

The Chairman: And to see to the purity of 
the drug.

Dr. Hardman: This, of course, is our prime 
concern.

The Chairman: Are you ready to deal with 
the suggestion that we add to Schedule J, 
after the words “lysergic acid diethylamide”, 
the additional words “any salt thereof”?

Senator Leonard: I just wonder about the 
wording. I am not a good enough chemist to 
be sure about it, but I take it that LSD is an 
acid. Does “a salt thereof” mean the acid is 
changed into a salt form or is made into LSD 
or does it mean that LSD is in combination 
with some other chemical in order to make 
an LSD salt?

Dr. Baker: Well, a chemist could correct 
me, but it means LSD connected with anoth
er substance to make a salt.

Senator Leonard: Then should it be “any 
salt containing LSD”?

Dr. Baker: Perhaps that would cover it 
also.

Senator Leonard: The word “thereof” is 
correct, I suppose, but it suggests to me that 
you are still talking about LSD itself, not 
LSD in combination with something else.

The Chairman: Have you any comment 
about that, Dr. Hardman?

Dr. Hardman: We do have this under the 
control drug regulations, and it has stood up. 
It is usually a metallic salt, that is, a sodium 
salt.

Senator Leonard: So it would be any salt 
thereof?

Dr. Hardman: Yes, and it has stood up.
Senator Thorvaldsen: Mr. Chairman, I take 

it, then, that the officials of the department 
want this amendment. I do not think we 
should put in an amendment of this kind in 
such a technical subject unless the officials 
tell us definitely that they want it because 
they think it is useful.

Dr. Hardman: We would be happy to have 
this committee move the amendment. Yes, sir, 
we would like it.

The Chairman: In other words, it would be 
helpful to have that addition?

Dr. Hardman: Yes.

The Chairman: With that evidence, are 
you prepared to approve the amendment to 
Schedule J by adding the words “any salt 
thereof”?

Hon. Senators: Agreed.

The Chairman: Before we adjourned our 
considerations on the last day, a suggested 
amendment was distributed. I have had a 
good look at it since. I think the thought 
behind it was that there should be some 
prohibition against advocating by word or 
deed or by any other means of publication or 
communication whatsoever the use of a 
restricted drug, whether by unauthorized 
possession or possession for trafficking or 
trafficking.

I pointed out last time that the Criminal 
Code does provide certain methods for deal
ing with situations. For instance, aiding and 
abetting is an offence under the Criminal 
Code, but it is aiding and abetting some 
person. Counselling is an offence under the 
Criminal Code so that if somebody counsels 
somebody else by word or deed or other 
means to use or to have in his possession a 
restricted drug, and his possession is not 
authorized possession, then the Code section 
on counselling would define the charge. 
There is also a provision in the Code for 
attempting, in addition to the doing of the 
thing.

So you have those various situations cov
ered, but the one situation you do not appear 
to have covered is the situation of advocat
ing. That is, advocating in the sense that you 
are not urging a particular person but are 
advocating more generally the use of a 
restricted drug, whether by unauthorized 
possession, possession for trafficking or 
trafficking.

This was the purport of the amendment 
which was distributed last time, and it did 
have in it the words “no person shall teach 
or advocate”. My own view, for what it is 
worth, is that the word “teach” involves too 
many angles to add anything to what we are 
really aiming to do, and I think the word 
“advocate” is a more significant word.

In dealing with possession in this draft 
amendment we did not have the words 
“unauthorized possession”. We have been dis
cussing today a possession which is perfectly 
legal; that is, when the Food and Drugs Divi
sion permit genuine researchers to buy the 
drug and to use it in experimentation. So the
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only suggestion I would have, if the commit
tee is going to consider this amendment, 
would be that it be limited to “advocating” 
and that the word “unauthorized” be used to 
describe the kind of possession that is 
prohibitive.

Senator McCutcheon: Surely, if such an 
amendment were passed, it would mean that 
no person could even advocate the repealing 
of this bill.

The Chairman: Well, it would depend upon 
the advocacy. The amendment says that no 
one shall advocate by word, deed or any 
other means whatsoever the use of a restrict
ed drug, whether by unauthorized possession, 
et cetera.

Senator Thorvaldsen: Mr. Chairman, may I 
just ask a question.

The Chairman: Just let me finish, please. It 
then goes on to include the aspect where 
such word, deed, publication or communica
tion is reasonably or ordinarily calculated or 
likely to lead, encourage or induce anyone so 
to use a restricted drug. So that answers 
your question. If you advocate the repeal of 
the bill, you are not in violation of this 
section.

Senator McCutcheon: I do not like that 
type of section. It seems to me that it is far 
too broad.

The Chairman: There is some merit in 
what you say.

Senator Thorvaldsen: Mr. Chairman, that 
is just what I wanted to talk about. I was 
Wondering if this proposed amendment had 
been submitted to Mr. Curran for his judg
ment as to its language and the restrictive
ness or broadness of it. I wonder whether he 
■Would care to comment on the effect of it, 
and also if it should not be discussed with 
Dr. Hardman in order to get his views of it, 
as well as with other officials of the depart
ment, because this is still a technical matter.

The Chairman: I can tell you, senator, that 
the draft was submitted to these gentlemen 
and discussion was attempted in relation to 
h, but no comment could be provoked. As a 
matter of fact the implication was that the 
bill in the form in which it was before us 
represented government policy in the matter, 
and I won’t go so far as to say that they said 
“Don’t harm one single hair on this child’s 
head,” but it almost got to that stage.

Senator Thorvaldsen: I find it somewhat 
difficult to decide where a bill is of a techni- 
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cal nature, as this one is, and is brought to us 
by the officials of the department who have 
given it a great deal of thought from both a 
practical and legal point of view whether it 
is for us to proceed to amend it, or whether 
it is wise for us to amend it unless they 
approve of the amendment and believe it will 
serve a purpose.

The Chairman: Well, Dr. Hardman, maybe 
I can get something here in committee that I 
could not get outside committee. In connec
tion with the administration of this bill, and 
when it becomes law, if in fact there is no 
amendment to prohibit the advocacy or the 
advocating of the use as set out in terms of 
the amendment, are you lacking in any au
thority to achieve the purpose of this bill?

Dr. Hardman: The original purpose of the 
bill as constituted was to control the illicit 
trafficking, and the proposed suggestion of 
Senator Molson introduces a new parameter, 
and I would like to defer to the deputy 
minister on this matter so that he might give 
the departmental position on this.

Dr. J. N. Crawford, Deputy Minister (Na
tional Health), Department of National 
Health and Welfare: Mr. Chairman, I would 
like to call your mind to the fact that in the 
schedule to the Narcotics Control Act, posses
sion of narcotics is an offence. I suppose we 
could have very simply placed possession of 
LSD within this schedule, but there were two 
reasons why we did not. First, LSD is not a 
narcotic, properly speaking, and, secondly, 
the penalties for the possession of narcotics 
seem more severe than those warranted for 
the possession of LSD. I say this because the 
latter is mainly in the hands of curious 
young people and so is in a very different 
situation from the possession of narcotics. 
Therefore we felt that we should have anoth
er Act, another means of controlling posses
sion of things that we call restrictive drugs, 
and the example which is before us is LSD 
and salts thereof. There may be other drugs 
added to the schedule, and no doubt there 
will be as experience warrants it. But the 
intent of the act was very simple: it was to 
make possession of LSD an offence.

The amendment which is proposed adds a 
completely new dimension to this. If I may 
paraphrase the intent, it is to prevent the 
preaching of the gospel of LSD. But, as I say, 
it does add a new dimension to the bill and it 
is not what the bill was originally intended 
to do. It obviously adds tremendously to the 
administrative difficulties of the bill, since 
possession is a black or white situation in
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that you either have it or you don’t. But the 
moment we get into trying to administer the 
amendment, we are getting into the question 
of individual judgments, and at times widely 
differing judgments. The upshot of all this is 
that everything I have said so far is merely 
preliminary to saying nothing. Of course, 
honourable senators are certainly going to do 
what they think is right with respect to this 
amendment, but I have had no instructions 
to depart from the original intent of the bill 
which was to make possession an offence. 
Having said that I am obviously quite unable 
to make any comment on the content of the 
amendment. Thank you.

The Chairman: Senator Molson, have you 
anything to say to this?

Senator Molson: I think I would like to ask 
the deputy minister if the reason we have an 
LSD problem is not perhaps because there 
have been people preaching the gospel. As 
far as I know and from the little reading I 
have done, LSD did not seem to be very 
widely known until some people like Dr. 
Leary made it extremely well known. They 
set a fashion and they started a cult. If you 
are trying to control a substance such as 
LSD, and while you and the law enforcement 
agencies are chasing around trying to prove 
possession and on the next street comer 
somebody is standing up holding a meeting 
and saying “Get with it” and “Tune on” 
and using some of the other terms with 
which we have recently become familiar, do 
you think the legislation then is as helpful as 
it might be if that sort of person were limited 
in his activity?

Dr. Crawford: I think, sir, it would be a 
highly desirable state of affairs if people like 
the high priests of this cult would go away. 
It would make life much simpler for us and 
for people who do not approve of the indis
criminate use of LSD. To that extent I would 
agree that your ideas are indeed very valid.

Senator Molson: Well, doctor, will you 
answer the first part of my question? Is it a 
fact that LSD did not become a problem until 
it was advocated by certain people who 
became very prominent and well known?

Dr. Crawford: The problem of LSD really 
started, I think, long before Leary and his 
people, but it was a relatively small problem. 
LSD was produced, but not in the way it is 
now being produced, and its use was not 
magnified to the present alarming propor
tions which resulted from the cult.

Senator MacKenzie: Mr. Chairman, from 
the basis of my own experience it seems to 
me that the use of LSD is more prevalent 
among young people, and young people are 
very impressionable to propaganda, if you 
like to call it that, particularly if it is against 
the Establishment. I am inclined to agree that 
despite the difficulties that Senator Molson’s 
proposal would entail, it would be useful in 
dealing with the younger elements in our 
community and society in that they would 
have less interest in or concern with using 
these materials. I would like to hear from 
one of the witnesses here who has had some 
experience in this field.

Dr. Solursh: Well, Mr. Chairman, Dr. 
Leary, is a psychologist. Leary is not viewed 
with much respect by most of the young 
people who are taking LSD either sporadical
ly or frequently. But there has been, as has 
been suggested by Senator Molson, an 
upsurge in use and a temporal coincidence 
between the coming of Leary and the use of 
LSD; whether it is a causative coincidence or 
not is another matter. I wonder if I might 
ask a question, if this is appropriate.

The Chairman: Well, it is all right to ask 
the question.

Dr. Solursh: How do you propose to control 
radio, television and newspapers from the 
United States of America?

Senator McCutcheon: That is one of the 
difficulties of that kind of legislation.

Dr. Solursh: To me, as a psychiatrist, the 
answer is that we in medicine must become 
more involved and be more prepared to be 
publicly involved in disseminating informa
tion such as we are aware of, and in being as 
accurate and honest as we possibly can. This 
is the way to fight that kind of problem.

Senator MacKenzie: You want a positive 
rather than a negative program?

Dr. Solursh: Yes. I think the honourable 
Senator Croll spoke about impressionability 
and rebellion against institutions. This is the 
very reason why, if this kind of amendment 
were passed, a number of young people 
would rebel and say, “Why are you stopping 
us from gaining another person’s opinion?” I 
think the intention is honest, but how it 
would be effective in the minds, more of 
youngsters, that is another matter. It is edu
cational rather than legislative action I think 
we need, and I, for one, am prepared to
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become involved in this, and I think many 
others of us are too.

The Chairman: Senator Molson, do you 
wish to put forward the motion in amend
ment as distributed the last day?

Senator Molson: Whatever the committee 
wishes. This is a suggestion; it was not a 
crusade. I do not think I was entirely alone 
in the thought this was one of the bad effects 
of this LSD problem.

The Chairman: I can say right away that 
you were not alone, because I shared the 
view you had.

May I read what the amendment proposes? 
And then, rather than have a formal vote 
and say we turned down such a suggestion as 
this, we might just say we considered it and 
left it for the consideration of the Food and 
Drug administration—if that is your view— 
rather than have a formal vote? May I read 
the amendment?

Senator Thorvaldson: Before you read the 
amendment, Mr. Chairman, I would like to 
express a personal view on the matter of the 
amendment. I was on the committee, but I 
was not available at the time you met, but I 
would like to express my opinion now.

I am very skeptical of anything that inter
feres with civil liberties or freedom of speech 
in any way, unless there is a very strong 
case made in favour of it. I find it difficult to 
believe a strong case has been made out for 
this amendment yet. I would very strongly 
urge that we wait for a year and see what 
happens in this LSD situation. Then, if in 
another year’s time it becomes apparent that 
something more is needed, I would say we 
should consider an amendment at that stage.

There is another reason I talked in this 
fashion, and it is that very shortly we are 
going to have before us in the Senate another 
bill which involves civil liberties, and that is 
the so-called bill in regard to “hate litera
ture.” We are going to be discussing very 
seriously the question really involved in that 
bill, and the arguments are going to be, to a 
targe extent, similar at least to the matter 
involved in this amendment, and I would not 
hke to see us at this time set a precedent 
such as this, at the very moment when we 
are entering on this argument in regard to 

‘hate literature.”
The Chairman: You appreciate the excep

tion. in the proposed amendment is that:
• ■. this prohibition shall not apply to the 
publication of a report or to fair com

ment on any such word, deed, publica
tion, or communication.

So, this does not prohibit the publication of 
what might be an advocacy, but it must be 
fair comment and not distortion which very 
ordinarily comes in. When you are advocat
ing something, there is an inclination to over
lay it with words which go beyond the stage 
of fair comment.

Senator Croll: Mr. Chairman, Senator Sul
livan brought before us two people today. 
Frankly, I was very dissatisfied with the 
witnesses who were here last time, and I 
make no comment on it, although I had 
intended to raise the question.

We have the deputy minister here, of long 
experience in the department, who says, in 
effect, “Leave it alone.” The young man, the 
younger doctor, who impressed me very 
much this morning, has very boldly and very 
courageously appeared before the Senate 
committee and has said, “I think perhaps you 
people are on the wrong track at this time. 
Leave it alone.” In the light of the evidence 
of these two individuals, who have far more 
knowledge on the subject than we, should 
not we avoid getting into deep water? Sena
tor Molson said it was not a crusade, but a 
thought; it was a very good thought, and if 
he had not brought it up we would not have 
heard these other witnesses at all; and, to 
that extent, it was a great advantage to the 
committee and the country generally who 
read about this.

We are in a new field. Put it on the record, 
and leave it there for the time being; stay 
with the bill, and then we will have done our 
duty.

The Chairman: This committee set up a 
small subcommittee to put in some kind of 
language the thoughts of the committee at 
that time on the question of advocating or 
promoting. The subcommittee has done that, 
and has brought this amendment back to the 
main committee. What I think is that the 
language of what we have brought back 
should go into the record of our proceedings; 
and, certainly, there should be a specific 
direction to those charged with the adminis
tration of this act as to what our thinking is 
in this area, those who advocate the use of a 
restricted drug, which is being covered by 
this amendment. It is open to the committee, 
of course, to decide if they do not want to go 
that far at this time.

I would rather see the committee take that 
position, than submit the amendment and
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have them vote it down, because I think 
there is a lot of worth and value in the 
amendment and it should not receive such 
arbitrary treatment as that, because some 
day you may be doing that.

Senator Croll: The point is not voting it 
down. Senator Thorvaldsen and myself are 
against the amendment, and maybe others, 
and we would start a completely new debate 
here and in our house, and it would reach 
over into the other place, and then we would 
have started something you could not foresee 
an end to. That would not be in the general 
interest, because we are trying to do some
thing specifically and now, and have it made 
acceptable in the other place.

The Chairman: We can spend a great deal 
of time bandying words back and forth. Is it 
the wish of the committee regarding this 
amendment in draft form submitted by the 
subcommittee to this committee, that consid
eration of it, beyond what we have done, be 
deferred and that the Food and Drug Divi
sion be asked to give further consideration to 
it?

Senator Croll: I think that is eminently 
correct.

The Chairman: Senator Molson, are you 
satisfied if we proceed in that way?

Senator Pouliot: Mr. Chairman, could I ask 
you two questions?

The Chairman: Three, if you like.
Senator Pouliot: No, only two.
The Chairman: All right, two.
Senator Pouliot: Mr. Chairman, in your 

opinion, is this bill controversial?
The Chairman: No.
Senator Pouliot: It is not controversial?
The Chairman: I do not think so. Wait! I 

should say the people who are affected, the 
hippies, yes, I think they might controvert 
what this bill intends to do; but, for the 
general public, I would say it is not 
controversial.

Senator Pouliot: It is not controversial?
The Chairman: No.
Senator Pouliot: And is it urgent to pass 

it?
The Chairman: Yes.
Senator Croll: I move that we file the 

document with our records, and that we 
bring it to the attention of the appropriate 
department involved, for their consideration.

Senator Leonard: Mr. Chairman, I agree 
with your suggestion but I should like to add 
a rider to the effect that a year from now, 
even if we take no legislative action, we ask 
the minister to report back to the chairman 
of this committee and say whether there is 
any suggestion from the department with 
respect to this amendment.

The Chairman: Is this the way the commit
tee would like to deal with this particular 
subject matter?

Senator Leonard: In other words, I do not 
wish it to be left completely in the air.

Senator Thorvaldsen: And I do think, Mr. 
Chairman, that we should record the amend
ment in our minutes, so that it can be 
referred to next year.

The Chairman: Is that the view of the 
committee?
(Text of Amendment follows)

“47. (1) No one shall advocate by word 
or deed or any other means of publica
tion or communication whatsoever the 
use of a restricted drug, whether by 
unauthorized possession, possession for 
trafficking or trafficking, where such 
word, deed, publication, or communica
tion is reasonably and ordinarily cal
culated or likely to lead, encourage or 
induce anyone so to use a restricted 
drug; but this prohibition shall not apply 
to the publication of a report or to fair 
comment on any such word, deed, publi
cation, or communication.

(2) Every person who violates subsec
tion (1) is guilty of an offence and is 
liable

(a) upon summary conviction for a 
first offence to a fine of one thousand 
dollars or to imprisonment for six 
months or to both fine and imprison
ment, and for a subsequent offence, to a 
fine of two thousand dollars or to impris
onment for one year or to both fine and 
imprisonment; or

(b) upon conviction on indictment, to a 
fine of five thousand dollars or to impris
onment for three years or to both fine 
and imprisonment.”

Hon. Senators: Agreed.
The Chairman: Then, subject to that, shall 

I report the bill as amended?
Hon. Senators: Agreed.
The Committee concluded its consideration 

of the Bill.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday, 
November 22nd, 1967:

“The Order of the Day being read,

With leave of the Senate,
The Honourable Senator Beaubien (Bedford) resumed the debate on the 

motion of the Honourable Senator Everett, seconded by the Honourable Sena
tor Desruisseaux, for second reading of the Bill S-23, intituled: “An Act to 
amend the Currency, Mint and Exchange Fund Act and the Criminal Code”.

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

The Bill was then read the second time.
The Honourable Senator Everett moved, seconded by the Honourable 

Senator Carter, that the Bill be referred to the Standing Committee on Bank
ing and Commerce.

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

J. F. MacNEILL,
Clerk of the Senate.

18—3



aovisiHSHnsH ao aaaflo

.siuttsZ sriî \o ihslO



MINUTES OF PROCEEDINGS
Wednesday, December 6th, 1967.

(19)
Pursuant to adjournment and notice the Standing Committee on Banking 

and Commerce met this day at 12.00 noon.

Present: The Honourable Senators Hayden (Chairman), Aird, Aseltine, 
Benidickson, Burchill, Croll, Everett, Fergusson, Gouin, Haig, Irvine, Lang, 
Leonard, MacKenzie, McCutcheon, McDonald, Molson, Pearson, Pouliot, Rat- 
tenbury, Smith (Queens-Shelburne) and Thorvaldsen. (22).

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

R. J. Batt, Assistant Law Clerk, Parliamentary Counsel, and Chief 
Clerk of Committees.

On motion of the Honourable Senator McDonald, it was Resolved to report 
as follows: Your Committee recommends that authority be granted for the 
printing of 800 copies in English and 300 copies in French of its proceedings on 
Bill S-23.

Bill S-23, “An Act to amend the Currency, Mint and Exchange Fund Act 
and the Criminal Code”, was read and considered.

The following witnesses were heard:

Royal Canadian Mint:

N. A. Parker, Master.

Department of Finance:
J. F. Parkinson, Economic Adviser.

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

At 12.20 p.m. the Committee adjourned to the call of the Chairman.

Attest:
Frank A. Jackson, 

Clerk of the Committee.



REPORT OF THE COMMITTEE

Wednesday, December 6th, 1967.

The Standing Committee on Banking and Commerce to which was re
ferred the Bill S-23, intituled: “An Act to amend the Currency, Mint and 
Exchange Fund Act and the Criminal Code”, has in obedience to the order of 
reference of November 22nd, 1967, examined the said Bill and now reports the 
same without amendment.

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

All which is respectfully submitted.
SALTER A. HAYDEN, 

Chairman.



THE SENATE
STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE
Ottawa, Wednesday, December 6, 1967.

The Standing Committee on Banking and 
Commerce, to which was referred Bill S-23, 
to amend the Currency, Mint and Exchange 
Fund Act and the Criminal Code, met this 
day at 12.00 noon to give consideration to 
the bill.

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

The Chairman: We now have to consider 
Bill S-23, the Currency, Mint and Exchange 
Fund Act.

Senator McDonald: Mr. Chairman, have 
you any idea what the length of the discus
sion might be on this bill?

The Chairman: Let us find out and then 
we will be able to give the answer. Could I 
have the usual motion for printing?

The committee agreed that a verbatim 
report be made of the committee’s pro
ceedings on the bill.

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

The Chairman: With regard to the question 
as to how long consideration of this bill 
might be, from the explanation which was 
given in the Senate, and from looking at the 
bill itself, it seems to be very straightforward. 
I do not think the witnesses who are here 
Propose to make any statement, but if there 
are any questions they are prepared to deal 
with them.

Senator McDonald: I brought the matter up 
because, as I think you are aware, there is 
another committee meeting at 12 o’clock and 
I was wondering if we could dispose of this 
one in adequate time.

The Chairman: We may. Who knows? We 
will try. Is the committee prepared to deal

with this bill on the basis that the witnesses 
will answer any questions?

Agreed.

The Chairman: Mr. J. F. Parkinson, the 
Economic Advisor to the Department of 
Finance, is here, and with him is Mr. N. A. 
Parker, the Master of the Royal Canadian 
Mint. Are there any questions?

Senator Burchill: This was discussed pretty 
thoroughly in the Senate.

The Chairman: I thought it was.

Senator Thorvaldson: It is of a very tech
nical nature and I doubt very much if any
one could ask any sensible questions to add 
to it.

The Chairman: Mr. Parkinson, is there any 
statement you could make as to the purpose 
of the bill?

J. F. Parkinson, Economic Advisor, Depart
ment of Finance: The purpose of the bill is to 
provide for the introduction of nickel coinage 
in place of the existing silver alloy coinage. 
The schedule draws up a new description of 
the coinage of Canada to provide for the 
introduction of nickel coins sometime in 1968, 
together of course with the continuation of 
the existing silver coins, including the new 
type of silver coin which was introduced last 
summer in denominations of dimes and quar
ters, which consisted of 50 per cent silver 
and 50 per cent copper, in contrast to the 
earlier and traditional long time coinage 
which consisted of 80 per cent silver and 20 
per cent copper.

The reason for the introduction of this 
intermediate form of silver coinage some six 
months ago was to take account of the rise in 
the world price of silver which made it 
uneconomic and a losing proposition for the 
Government to continue minting so-called 
silver coins with 80 per cent silver content. 
Silver coins with 50 per cent silver content 
have been issued for the last six months or

125
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so as an intermediate step towards the intro
duction of a pure nickel coinage.

I should just say that the introduction of 
the nickel coinage has been described by the 
Government as a step which will be taken 
only after full consultation with the only 
major group of people interested in the tran
sition to nickel coinage, and that is the oper
ators of vending machines, whose slots, coin 
selectors and detectors will have to be altered 
to accommodate the new nickel coins as well 
as the existing silver coins.

The Chairman: In the United States they 
have switched to silver and copper, have 
they not?

Mr. Parkinson: They switched to what we 
call a sandwich coin, which is made of 
cupra-nickel on both sides and a layer of 
copper as the meat in the middle. That coin 
was deliberately engineered in order to fit 
without any change the existing slot 
machines.

The Chairman: Do you propose to study 
that, or have you done so?

Mr. Parkinson: We have studied that, Mr. 
Chairman, and the Government decided for 
various reasons that it was undesirable to 
follow the United States example, even 
though it would have relieved the vending 
industry of the necessity of changing their 
coin selectors. We decided it was undesirable, 
first because it is not a particularly elegant 
type of coin.

The Chairman: I agree with that.
Mr. Parkinson: Also because it is unsatis

factory, and we hear rumours that the Unit
ed States authorities are not happy with it; 
they are very interested in our plans to move 
into the nickel coinage. Another reason for 
not following it was because it is an expen
sive material. You have to bond the sand

wich together, and we would have to import 
it from the United States; because of the 
quantities involved it would not pay to make 
it in Canada. At least, that is the advice we 
received.

The Chairman: Have you any comment on 
the economics of nickel versus silver and the 
availability of supply?

Mr. Parkinson: Supply obviously is more 
than adequate since, as you know, we are the 
biggest producers of nickel in the world and 
the price is comparatively stable. So it is 
reliable from that point of view. It will, of 
course, be a long, long time, unless real in
flation takes hold, before the value of the 
nickel in the coin is worth more than the 
face value of the coin itself, which did hap
pen in the case of silver.

The Chairman: What effect do you think 
the Mint ceasing to be a customer for the 
purchase of silver will have on the produc
tion and expanded production of silver in 
Canada?

N. A. Parker, Master, Royal Canadian 
Mint: I have been in touch with the silver 
industry and they would be very pleased if 
they did not have to sell to the Mint, because 
there is a big market in the world today and 
they can get a much higher price. Most of 
the silver they produce they send to Eastman 
Kodak.

The Chairman: Industrial use?
Mr. Parker: Yes.
The Chairman: Are there any questions 

that any members would like to ask? Shall 
we report the bill without amendment?

Hon. Senators: Agreed.

Whereupon the committee concluded its 
consideration of the bill.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Tuesday, 
December 5th, 1967:

“Pursuant to the Order of the Day, the Senate resumed the debate on the 
motion of the Honourable Senator Lang, seconded by the Honourable Senator 
Burchill, for second reading of the Bill S-28, intituled: “An Act to amend 
the Defence Production Act”.

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

The Bill was then read the second time, on division.

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

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

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Thursday, December 7th, 1967.

(20)

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

In the absence of the Chairman and on motion of the Honourable Senator 
Croll, the Honourable Senator Leonard was elected Acting Chairman.

Present: The Honourable Senators Leonard (Acting Chairman), Blois, 
Burchill, Croll, Fergusson, Flynn, Irvine, Lang, Macdonald (Brantford), Mac- 
Kenzie, Macnaughton, McCutcheon, McDonald, Molson, Pearson, Pouliot, Rat- 
tenbury, Roebuck, Smith (Queens-Shelburne), Thorvaldson, Walker and 
White. (22)

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

Clerk of Committees.
On motion of the Honourable Senator Croll it was Resolved to report as 

follows:
Your Committee recommends that authority be granted for the printing
of 800 copies in English and 300 copies in French of its proceedings on
Bill S-28.

The following witness was heard:
Department of Industry:

The Honourable C. M. Drury, Minister.

The Honourable Senator Walker moved that the said Bill be amended as 
follows:

Page 1, line 7: Strike out “subject to paragraph (e),”.
Page 1 : Strike out lines 11 to 17, both inclusive.

The question being put, the Committee divided as follows:
YEAS—15 NAYS—3

The motion was declared Carried.
On motion of the Honourable Senator McCutcheon it was Resolved to report 

the said Bill as amended.
At 10.20 a.m. the Committee adjourned to the call of the Chairman.

Attest.
Frank A. Jackson,

Clerk of the Committee.
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REPORT OF THE COMMITTEE

Thursday, December 7th, 1967.

The Standing Committee on Banking and Commerce to which was referred 
the Bill S-28, intituled: “An Act to amend the Defence Production Act”, has in 
obedience to the order of reference of December 5th, 1967, examined the said 
Bill and now reports the same with the following amendments:

1. Page 1, line 7: Strike out the words “subject to paragraph (e),’\

2. Page 1: Strike out lines 11 to 17, both inclusive.

All which is respectfully submitted.
T. D’ARCY LEONARD, 

Acting Chairman.
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THE SENATE
STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE
Ottawa, Thursday, December 7, 1967.

The Standing Committee on Banking and 
Commerce, to which was referred Bill S-28, 
to amend the Defence Production Act, met 
this day at 9.30 a.m. to give consideration to 
the bill.

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

The Acting Chairman: We have before us 
Bill S-28.

The committee agreed that a verbatim 
report be made of the committee’s pro
ceedings on the bill.

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

This bill was explained by Senator Lang 
on second reading. It was debated, and we 
now have it before us for consideration. We 
have before us this morning the Honourable 
Mr. Drury, Minister of Defence Production, 
and I am very glad to welcome him on your 
behalf and if it is your pleasure we will com
mence by asking Mr. Drury to make a state
ment on the bill.

Hon. C. M. Drury, Minister of Industry and 
Minister of Defence Production: Mr. Chair
man and senators, I think the bill has been 
fairly thoroughly explained by Senator Lang. 
I myself had the privilege of listening to the 
most recent discussion of it the other evening 
in the Senate. I think Senator Lang has 
made clear that in respect of this particular 
bill it is to some degree a housekeeping oper
ation in anticipation of a rather more radical 
bill we would expect to bring forward at 
some later date when, the Department of 
Defence Production, as such, will be convert
ed into what it is gradually becoming under 
the Transfer of Duties Act, the department of 
supply for the Government of Canada.

In recognition of this the Treasury Board 
has modified the contracting regulations for

purchasing activities by the Department of 
(Defence Production to decentralize, to a 
greater degree than had been the case 
heretofore, authority to enter into contracts, 
and the purpose of this bill is to bring the 
contracting authority under the Defence Pro
duction Act in respect of military equipment 
for the Department of National Defence into 
line with the authority for entering into con
tracts in respect of civilian procurement for 
other government departments.

Now as I understand it, the item in ques
tion at the moment is the authority of the 
minister to enter into contracts in respect of 
defence, the authority being unlimited, as the 
bill is now drafted, and requiring no subse
quent report to any higher authority of such 
contracts entered into. As Senator Lang 
explained in the Senate, requirement to 
report to the Governor in Council should 
have been included in the bill, and I think 
we can all be grateful to the Senate for 
having perceived and taken steps to see that 
this omission was corrected.

I would like to suggest to the committee, 
Mr. Chairman, that the bill be amended by 
the inclusion of additional words to provide 
for a report being made to the Governor in 
Council of contracts entered into under the 
special clause relating to defence, if it is 
agreed we should have this clause.

Now, as to the necessity or desirability of 
the particular authority itself, I would rather 
like, in these circumstances, to be in the 
position in which my friend Senator 
McCutcheon finds himself. When this pro
vision came up, I must confess it gave me 
some worry. I do not think most ministers 
like to be charged with the responsibility 
for very wide or large authorities of this 
kind; and these, in the words of the original 
statute, were virtually unlimited. And, as I 
say, I would much prefer to be in the posi
tion of a man calling on a minister to justify 
this, than to be the minister trying to 
justify it.

127



128 Standing Committee

Basically, the dilemma is that circum
stances can arise in which it is in the nation
al interest to avoid the sometimes somewhat 
cumbersome machinery of governmental 
administration in order to get action rapidly. 
Secondly, circumstances do arise from time 
to time, as a consequence of the imperfec
tions of any large administrative apparatus, 
where sums of money can be saved to the 
taxpayer if there is an intelligent by-passing 
of this administrative machinery; and I think 
Senator Lang did quote one case where this 
was enabled to be done.

Senator McCutcheon has suggested that it 
is easy to assemble a quorum of Treasury 
Board informally, at short notice, and to 
secure the necessary authority. This is quite 
true but, in my view, perhaps this tends to 
be rather a formality, almost a ritualistic 
dance. If one gets together with three minis
terial colleagues from Treasury Board and 
gets the imprimatur on an action that is 
proposed to be taken, this does not provide 
for an adequate examination by the Treasury 
staff, of what is proposed, and that is what 
they are for. In such a case a decision would 
be taken largely on the strength of the assur
ance of the minister that it was all in order.

Senator McCutcheon: It would at least be a 
shared decision.

Hon. Mr. Drury: It would, sir, be a shared 
decision. In this sense it would be, not a 
sharing of responsibility, but rather an 
avoidance of responsibility which the spon
soring minister perhaps should be prepared 
to take.

As I have said, I was worried about this 
and, frankly, I have no strong feelings about 
it. I think if the section is intelligently used, 
it can, as Senator Lang has indicated, save 
the taxpayer money. However, it is open to 
abuse, and this is really the problem, to try 
to decide what is in the best interests of the 
taxpayer, the opportunities on occasion, when 
they arise, to save the taxpayer money . ..

Senator McCutcheon: This is not the pur
pose of the section, Mr. Minister.

Hon. Mr. Drury: ... as distinct from the 
normal and rather more rigorous scrutiny 
given by the Treasury staff.

I agree, Senator McCutcheon, that this is 
not the apparent object...

Senator McCutcheon: That is right.

Hon. Mr. Drury: ... of the section. In so 
far as the apparent object of the section is 
concerned, in today’s climate it might be 
hard to imagine a case in which a contract in 
excess of those authorized under the civil 
regulations would be required with so high a 
degree of urgency that such a power, such a 
special power, would be needed.

However, I think senators will recall what 
I might call the Cuban incident, where there 
was considerable uncertainty as to what we 
might be called upon to do over a week-end. 
In fact, no circumstances did arise which 
called for urgent action of this character, but 
I would just suggest that they might have. 
And in the instances in which this has been 
used by myself, there are a couple of cases 
where military equipment was urgently 
needed on short notice for military purposes, 
where contracts had to be entered into rapid
ly in respect of the carrying out of fleet 
operations. But these, as I say, were not 
above the limits which are now prescribed 
for ministerial authority.

Senator McCutcheon: What are the limits 
which are going to be prescribed for you 
now?

Hon. Mr. Drury: Not exceeding $500,000 if 
there have been competitive tenders; and not 
exceeding $250,000 in the absence of competi
tive tenders, I understand. As I say, these 
limits would cover most of the instances 
which during my tenancy have arisen.

Senator Walker: Is it correct to say, Mr. 
Minister, that up to the date of the report we 
had from Senator Lang, there was no 
instance where you had any need of subsec
tion (e), is that correct? Whatever examples 
you had, came within your present 
regulations?

Hon. Mr. Drury: No, Senator Walker, there 
was one instance where there was a very 
small number of dollars above the $250,000.

Senator Walker: And you are suggesting 
this should be amended by adding that when 
the minister does what he likes, without any 
consultation, without any calling of bids, 
without taking the matter before his brother 
ministers, without going before Treasury 
Board, and without assembling any organiza
tion whatever, he makes the contracts him
self, unimpeded—you are suggesting the cure 
for this section which we now think is a very 
bad one, would be to report the matter to the 
Governor in Council? Is that your 
suggestion?
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Hon. Mr. Drury: I am suggesting that, if 
this authority to enter into contracts in 
excess of the authority provided in the 
Financial Administration Act is retained, the 
minister should be required to make a report 
thereon to the Governor in Council.

Senator Walker: What good would that do? 
It is already a fait accompli, the contract is 
already entered into. What would be the 
benefit of reporting it to the Governor in 
Council?

Hon. Mr. Drury: It serves the useful pur
pose, I suggest, that any audit or anticipation 
of audit does. I think there is no question 
about it.

Senator Walker: It is going to be audited 
anyway, eventually.

Hon. Mr. Drury: Not audited in this sense, 
sir. It will be audited in the sense that there 
will be a report of a transaction, but not a 
report of a special transaction.

Senator Walker: I cannot see, having 
served in Cabinet for four years, the benefit 
that accrues here. I am suggesting to you, Mr. 
Minister—and this has nothing to do with 
you or any present person—that it is a 
shocking suggestion that subsection (e) 
should be here, inasmuch as it gives the 
minister complete power to enter into con
tracts without any check at all. That sort of 
thing may not be the minister’s fault; it may 
be some clever person in his department— 
and you know how many matters you have 
to take into consideration. You may not have 
the opportunity of checking it carefully. A 
matter like this could lead to gross extrava
gance, or could even be the result of corrup
tion or lead to corruption. It is certainly an 
encouragement to corruption in high places, 
because when only the minister has to be got 
by, and not Treasury Board, the temptation 
is very great. I am suggesting at a time like 
this, when no necessity for it has been 
indicated, that to have such an unimpeded 
Power when entering into contracts for mil
lions of dollars, without any check, is asking 
this Senate for something which is too much.

We are the Opposition; we are outgunned 
two to one, but you certainly will not get this 
through the Commons. I am suggesting that 
you should withdraw subsection (e) right 
here before us this morning if, as you say, 
you have no strong feelings on the matter. 
Have you any objection to doing that? It 
Would have to be done eventually.

Hon. Mr. Drury: I think, Senator Walker, I 
would object to a suggestion that I am asking 
the Senate for a grant which you describe as 
a “shocking power”.

Senator Walker: That is right, and I mean 
that.

Hon. Mr. Drury: This is merely carrying 
forward a provision of a statute under which 
the government of which you formed part 
used such a power.

Senator Walker: There is no question 
about that, and it has been deleted, and for a 
very good purpose.

Hon. Mr. Drury: I suggest it has not been 
deleted, sir.

Senator Walker: You mean (e)? I thought 
you were putting in (e) at the present time.

Hon. Mr. Drury: Yes. You say it has been 
deleted. I am suggesting that the government 
of which you formed a part operated under a 
section which provides that a contract may 
be entered into by the minister without the 
approval of the Governor in Council if...

Senator McCuicheon: Two wrongs do not 
make a right.

Hon. Mr. Drury: I am not suggesting we 
should perpetuate it. I am prepared to be 
guided by the advice of this committee in 
trying to solve this problem.

Senator Walker: Let us have the “if”.
Hon. Mr. Drury: I do feel quite strongly 

about being represented as coming before 
you to obtain what you call a “shocking 
power.”

Senator Walker: I am glad you say that, 
because we feel strongly about it. Let us hear 
your “if”. You are comparing our govern
ment to yours. What power did we have that 
is commensurate with that in paragraph (e) 
which you are now proposing to introduce?

Hon. Mr. Drury: It is contained in section 
17 of the Defence Production Act as it now 
exists. Section 17 says:

A contract may be entered into by the 
Minister without the approval of the 
Governor in Council if

(i) in the opinion of the Minister, the 
contract must be entered into immediate
ly in the interests of defence.

Senator Walker: Yes.
Hon. Mr. Drury: That is the present law 

under which a government, of which you 
formed part, operated.
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Senator Walker: Exactly. That is true, and 
what are the limits on that?

Hon. Mr. Drury: None. They are right 
there, unlimited.

Senator Walker: Did you read paragraph 
<ii)?

Hon. Mr. Drury: “The estimated expendi
ture, loan or guarantee does not exceed"— 
that is a second limitation.

Senator Walker: No, no. That is a 
limitation.

Senator Lang: I think those are disjunctive 
subclauses.

Senator Flynn: No, I think you have got to 
have the two because after (ii) you have got 
to go either to the first subparagraphs or the 
third one.

Senator Walker: That is right. You do not 
even know your section, Mr. Minister.

Senator Flynn: The limit of $25,000 applies 
to cases where the minister can use his own 
discretion.

Hon. Mr. Drury: Well, all I can say is that 
my understanding—and I think the under
standing of the Government for a great many 
years—has been that, as Senator Lang has 
suggested, these are disjunctive and not to be 
read together.

Senator Flynn: It is a strange rule of inter
pretation as far as I am concerned.

Senator Walker: If that is so, Mr. Minister, 
why are you making the change? Why are 
you making the proposed change? Where you 
make it quite clear that you are getting unre
stricted powers when you think it is in the 
interests of defence to enter immediately into 
a contract, why are you asking for the 
change to paragraph (e) and changing the 
other one?

Hon. Mr. Drury: I suggest that what is 
being removed is an authorization under the 
present section 17, subsection (e) (ii).

Senator Walker: (ii)?
Senator Croll: Not exceeding $25,000.

Hon. Mr. Drury: Not exceeding $25,000. As 
we interpret the present law a contract may 
not be entered into without the approval of 
the Governor in Council exceeding $25,000 
under the Defence Production Act for the 
Defence Department unless in the opinion of 
the minister the contract must be entered 
into immediately in the interests of defence.

Senator Walker: Then what is the limit?
Senator Flynn: Then, Mr. Minister, (ii) 

would be completely useless if your interpre
tation is valid. What is the use of this sub- 
paragraph, if you say that the minister may 
enter into a contract immediately in the 
interests of defence without considering (ii)?

The Acting Chairman: Excuse me, senator. 
Without considering what?

Senator Flynn: Subparagraph (ii). If you 
say that (ii) is disjunctive, that you can 
either enter into a contract immediately in 
the interests of defence or—and that is your 
interpretation—the estimated expenditure, 
loan or guarantee does not exceed $25,000, 
you might as well delete this subparagraph 
(ii). If you can enter into a contract, what do 
you mean? You do not want to enter into a 
contract in the interests of defence if the 
amount is under $25,000? Is that it?

The Acting Chairman: Excuse me. May I 
clear my own mind, Senator Flynn? You are 
talking about which (ii)?

Senator Flynn: The present section 17, 
paragraph (e).

The Acting Chairman: Surely it is clear 
under paragraph (e) (i) as the act is now that 
the limit is $25,000. In the first instance, it is 
$50,000 if they call for tenders and accept the 
lowest tender. Then under paragraph (e) (i), 
if it is immediately in the interests of defence 
there is no limit at all. Is that not clear?

Senator Flynn: Yes, but I do not agree 
with this. It is impossible. What I suggest is 
that the interpretation the minister is putting 
on this section means that when the contract 
does not exceed $25,000 he does not have to 
be of the opinion that the contract must be 
entered into immediately in the interests of 
defence. That is impossible. It surely cannot 
be the intention of the legislature. The minis
ter must use his discretion only when he is of 
the opinion that a contract must be entered 
into immediately in the interests of defence, 
otherwise (ii) is completely useless.

The Acting Chairman: Is that (e)?
Senator Croll: It is paragraph (e) (ii).
Senator Walker: My understanding is that 

if the minister says, “I am of the opinion that 
the contract must be entered into immediate
ly in the interests of defence" there is no 
limit.

The Acting Chairman: That is right. I 
think that is what our interpretation is.
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Senator Walker: Then if the minister says 
that (ii) is not another condition, a second 
condition, but is an alternative, it means he 
could enter into a contract of less than $25,- 
000 even if in his own opinion this contract 
was not in the interests of defence.

Senator Lang: I think that is correct.
Senator Flynn: That cannot be the 

interpretation.
Hon. Mr. Drury: I think Mr. Chairman, if I 

might suggest it, the key word is “immediate
ly”. Obviously both contracts are in the 
interests of defence. This is being done on 
behalf of the defence department. Each of 
these contracts—they are two alternative 
procedures, one the normal one, a contract in 
excess of $25,000 without tenders, or $50,000 
with tenders—can only be entered into in the 
routine way subject to the approval of the 
Governor in Council. If, however, in the 
opinion of the minister, it must be entered 
into immediately and if there is some sense 
of urgency about it which does not allow the 
time required for seeking Governor in Coun
cil approval, and in the opinion of the minis
ter this must be done immediately, in the 
interests of defence, then there is no limit.

Senator Flynn: I notice you do not insert 
“or” there instead of “and”.

Senator Walker: I think that if you check 
it, you will find that that is not correct. 
Otherwise it would be taken with the 
proposed paragraph.

The Acting Chairman: The legislative 
counsel has indicated to me that these (i), (ii), 
(iii) are disjunctive—in other words “or” 
could be “and”.

Senator Flynn: I do not agree with that.
Senator Thorvaldson: Could we have the 

opinion of parliamentary counsel on this?
The Acting Chairman: I have just indicat

ed to the committee that he considers that 
these three items are disjunctive. Is that 
correct?

Mr. E. R. Hopkins (Law Clerk and Parlia
mentary Counsel): That is correct.

Senator Flynn: With all respect ...
Senator Lang: I think this is an academic 

discussion in view of the fact this section will 
be repealed by this bill if it becomes law, 
and we can hear the Minister’s answer when 
that is being debated.

Senator Walker: If the Minister has 
finished, I respectfully suggest that the bill

should be amended by deleting paragraph (e) 
and the word ahead of that in paragraph (d), 
that is, the word “and”.

Senator Lang: I would like to ask the 
Minister .. .

Senator Walker: Have I a seconder?
Senator McCutcheon: I second that.
The Acting Chairman: There is a motion 

before the committee, moved by Senator 
Walker and seconded by Senator McCutch
eon, to delete paragraph (e), and also to 
amend paragraph (d) by deletion of the word 
“and”. Is there discussion on that motion? 
Senator Lang.

Senator Lang: I would like to ask the 
Minister: If paragraph (e) were struck out do 
you feel that the administration of your 
Department would be hampered in any real 
way?

Hon. Mr. Drury: Senator Lang, I suppose 
“real” is a qualitative word.

Senator McCutcheon: Just the same, it has a 
meaning.

Hon. Mr. Drury: I do not think that, in the 
day to day operations, this would make much 
difference. The number of contracts passed 
each year by the department runs into hun
dreds of thousands. And in the past year, this 
particular clause has been invoked four 
times, so that...

Senator McCutcheon: Could you tell us the 
circumstances in which it was invoked?

Hon. Mr. Drury: Yes, sir, I would be glad 
to. In 1966-67, a contract was entered into 
with a firm in Munich, Germany, called 
Manturbo and it covered the supply of three 
items of components or spares for J-79 
engines for delivery to Downsview, Ontario, 
at a cost of $145,000.

Senator McCutcheon: What is the new 
position?

Hon. Mr. Drury: Under the new position, 
this problem would not arise.

Senator McCutcheon: I think we might 
make it clear, Mr. Chairman, that I do not 
think any of my colleagues are quarrelling 
with subclause (d), or with the authority the 
Minister will have under that subclause. 
Now, if we had subclause (d), it would come 
under it. If he had had it, then this contract 
would have been entered into under sub
clause (d).

Hon. Mr. Drury: That is right.
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Senator McCutcheon: Could you give the 
other examples?

Senator Walker: There is no objection to 
(d).

Hon. Mr. Drury: There was a contract for 
the supply of 6,400 yards of cloth, at a cost of 
$43,456.

Senator McCutcheon: That would come 
under (d).

Hon. Mr. Drury: That would come under 
(d).

Senator McCutcheon: Right.
Hon. Mr. Drury: This was a case where, if 

the contract had not been awarded rapidly, 
the quotes offered by the contractor, based on 
a sub-contractor, would have gone up and 
the taxpayer would have been faced with a 
bill of some $1,200 more.

Senator McCutcheon: Mr. Minister, I must 
not take the position that it justifies you in 
what you did, because that was not immedi
ately in the question of defence. You are not 
authorized to save the taxpayers’ money—I 
hope you will, but you are not authorized to 
do so.

Hon. Mr. Drury: I agree. As I tried to point 
out, Senator McCutcheon, this is the dilemma 
I have been in. I would much prefer to be in 
your position than where I am now.

Senator McCutcheon: That will come 
under (d), too. What are the other two?

Hon. Mr. Drury: There was a contract with 
Imperial Oil for the removal of some 600,000 
gallons of gasoline in Crown-owned bulk 
storage at Fort Pepperrell, at a cost...

Senator McCutcheon: At a cost of . ..
Hon. Mr. Drury: At a cost of—now, I am 

sorry, I have not got the total.
Senator Walker: What is the urgency 

there, Mr. Minister? What is the urgency of 
any of these examples, all of which come 
within your present provisions?

Hon. Mr. Drury: Let me outline the cir
cumstances of the case. We had a contract 
with Imperial Oil for the production of avia
tion gasoline at Fort Pepperrell, on a con
signment basis, on which Imperial Oil were 
to keep gasoline there as fuel for use by the 
air force. The contract provided that, in the 
event of our ceasing to require the gasoline 
in storage there, we would buy the gasoline 
then in storage from there at a price of 28.17 
cents per gallon. It would then be govern

ment-owned gasoline at Pepperrell, a place 
where we had no use for it, and we would 
then have had the problem of trying to 
remove it and trying to dispose of it else
where. That was the contract.

When we were notified by the Department 
of National Defence that the requirements 
for this gasoline were not now to subsist in 
this manner at Pepperrell, during the closing 
of the operations, negotiations were entered 
into with Imperial Oil with a view to getting 
rid of this gasoline at the least cost to the 
Crown.

Suddenly, and this does happen in the 
business community on occasion, the Imperi
al Oil people told us that they had a tanker 
in the area of Pepperrell and they would 
take it provided we could instruct them to 
load this tanker immediately, at a transfer 
cost of 9 cents a gallon ...

Senator McCutcheon: What is the total?
Senator Croll: It is 37 cents—that is, 9 plus 

28.
Hon. Mr. Drury: 9 cents was the transfer 

cost.
Senator Croll: 9 instead of 28?
Senator McCutcheon: What was the 

quantity?
Hon. Mr. Drury: 552,000 gallons.

Senator McCutcheon: That would be $45,000. 
That would be all right under (d).

Hon. Mr. Drury: In addition to this, they 
could only take away 552,000 gallons and we 
were left with, and had to buy, 68,000 gallons 
at 28 cents per gallon.

Senator McCutcheon: That is $17,000 or 
$18,000.

The Acting Chairman: Which is much less 
than $500,000.

Senator McCutcheon: It is much less than 
a quarter of a million dollars, and the Minis
ter has discretion up to a quarter of a million 
dollars. There is one more example?

Senator Walker: Is there anything in the 
nature of a breathtaking emergency about 
that?

Hon. Mr. Drury: I am giving the two or 
three occasions on which this has been used 
in the current year. In September 1966, meat 
was to be delivered to Royal Canadian Navy 
ships on or before September 14, 1966. A 
tender was sent out to meat packers who 
should have been in the position to supply 
this. Owing to a strike which supervened,
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only one bid was received from Swift Cana
dian packers. The other two were on strike. 
It was not certain when the strike would be 
resolved. While we were waiting to get bids 
from the others and for the strike to be 
settled, the time of departure of the fleet on 
exercises came round and we had no alterna
tive but to accept the one, single bid from 
Swift Canadian Co. Limited.

Senator Walker: How much was involved, 
Mr. Minister?

Hon. Mr. Drury: In this case the amount 
was $46,000.

Senator Walker: That is a breathtaking 
emergency, too.

Hon. Mr. Drury: I beg your pardon?
Senator Walker: I say that that is a pretty 

breathtaking emergency. You are giving us 
some prime examples of why you should not 
use that discretion, with the greatest respect. 
Why not summon the Treasury Board, or get 
an order in council?

Senator McCutcheon: Mr. Chairman, may I 
put it to the minister—and I may be out of 
order in doing so—that he will have absolute 
discretion under the law to carry out these 
four transactions that he has mentioned, if 
subsection 1, paragraph (d) is re-enacted as 
contemplated in this bill. He does not even 
have to call for tenders; he has absolute 
authority up to a quarter of a million dollars. 
But he has not given us an example—and 
there are only four contracts, after all, invol
ving hundreds of thousands of dollars—of 
where we went over $100,000. I suggest that 
the minister might agree that the amend
ment proposed is a proper one in the 
circumstances.

The Acting Chairman: In other words, he 
did not have the power within the last year.

Senator McCutcheon: But he will have.
The Acting Chairman: He will have the 

power under paragraph (d).
Senator McCutcheon: Under paragraph (d), 

yes. Our motion is to strike out paragraph 
(e).

Senator Walker: And I would add, Mr. 
Chairman, in paragraph (d) that first phrase 
should also be struck out, “subject to para
graph (e),” if I may intervene again.

The Acting Chairman: Is there any further 
discussion?

Senator Walker: May I hear from Senator 
Lang, who was so reasonable under all cir

cumstances, as to whether he agrees with the 
amendment?

Senator Lang: That rather puts me on the 
spot, Mr. Chairman.

Senator Walker: Oh, no.
Senator Lang: I do not like to try to give 

an opinion which involves a knowledge of 
the administration of the department, but 
from what knowledge I have of past events I 
think they would indicate that paragraph (d) 
would be ample authority. But I am not a 
seer. I cannot foresee what emergencies in 
this pushbutton age might arise which would 
hamper the minister in his activities, if para
graph (e) were deleted.

I think I would support Mr. Walker’s 
amendment, if the minister answered my 
question in the negative.

Senator Walker: Perhaps the minister 
might be good enough to agree to our con
sulting him before voting. Would he not 
agree to deleting this? We are not here to 
embarrass him at all. We are trying to be 
reasonable, and we have seen no necessity 
for it so far. The minister himself had not 
noticed it himself originally. Would he not 
agree for the time being at least that it 
should be deleted until the matter has had 
further consideration.

Hon. Mr. Drury: I would agree that it 
might well be deleted, subject only to the 
caveat that there is perhaps—and I only say 
perhaps—some risk in making more difficult 
the taking of appropriate action in the case 
of some sudden emergency that might arise, 
about the nature of which, quite frankly 
now, I cannot offer a valid hypothesis or 
suggestion.

Senator Smith (Queens-Shelburne) : Mr.
Chairman, if I may ask a question, what 
were the circumstances and in what year 
was the present subsection (1) of section 17 
enacted?

Hon. Mr. Drury: It was enacted in 1951 at 
the time of the establishment of the depart
ment, the original Defence Production Act, 
and it has been carried through in the law 
ever since then.

Senator Smith (Queens-Shelburne) : 1951. 
Was that not the time of the Korean conflict?

Hon. Mr. Drury: Yes, sir, and our involve
ment in Korea was obviously very much 
more active and very much more immediate 
in terms of belligerency or combat operations 
than our present involvement in peacekeep-
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ing operations, particularly in Cyprus. By 
reason of the size of our force in Cyprus, it 
does not look as if urgent contracts would be 
required of an immediate character in excess 
of the amounts of money we have been talk
ing about.

Senator Roebuck: May I ask this question? 
In times of belligerency or war, would not 
the War Measures Act give you all the power 
that you are asking for here?

Senator McCulcheon: And usually you 
need a proclamation of the Governor in 
Council to bring that into effect.

Senator Roebuck: Yes; would you not be 
adequately covered when you are in that 
kind of situation?

Hon. Mr. Drury: Under the War Measures 
Act this kind of situation would be ade
quately covered.

Senator Roebuck: That is what I thought. 
So this applies, or is needed, only in times 
when we are not in war?

Hon. Mr. Drury: Yes, sir—not formally at 
war.

The Acting Chairman: Mr. Minister, may I 
ask what is the minimum time required to 
call a meeting of the Treasury Board?

Hon. Mr. Drury: As Senator McCutcheon 
has indicated, one can get together a quorum 
of the Treasury Board at very short notice.

The Acting Chairman: Is there no minimum 
time required?

Hon. Mr. Drury: There is no minimum time.
Senator McCulcheon: All you have to do is 

make a telephone call.
Hon. Mr. Drury: There is no minimum 

time required at all. The problem really is 
one of adequately instructing or briefing the 
ministers who are being called upon to share 
responsibility for a decision. And I feel that 
it is perhaps a little unfair to ask colleagues 
to share responsibility for a decision on 
which they have not been adequately 
briefed.

Senator McCutcheon: Surely that is a 
repudiation of the doctrine of solidarity. You 
all share that responsibility no matter wheth
er you know anything.

Senator Roebuck: In that case, you are 
asking that the general public have more 
confidence in the minister than his colleagues 
have. Surely, if you as the acting minister 
telegraphed or telephoned to your colleagues,

they would have all the confidence in you 
that you are now asking for the public to 
have.

Senator Walker: That is a very good point, 
Senator.

Hon. Mr. Drury: That is quite an interest
ing philosophic point. I hope the purpose of 
this provision is not merely to lend colour, or 
more colour, to a decision taken by a minis
ter, but that the purpose of it should be to 
ensure that the minister does the right thing, 
and the better the advice he gets the more 
right he is likely to act. Now, if, on his 
own, he operates on departmental advice, 
his action is not likely to be better or worse 
for having told three of his colleagues what 
he is going to do, having advised them just 
sufficiently to persuade them to say “yes." 
This is really the point I am trying to make.

The purpose of the Treasury Board’s 
scrutiny and approval is to allow the 
proposed action by the minister to be scruti
nized by advisers to the Treasury Board, the 
Treasury staff, so that the Treasury Board is 
instructed or advised, not by the minister, 
but by its own staff who have had a look at 
the proposal, and on occasion this has led to 
the Treasury Board’s indicating an alterna
tive course of action to one that the minister 
and his departmental staff have proposed.

Senator McCutcheon: Yes, but you are
going to be pretty free of that from now on.

Hon. Mr. Drury: I agree with you, Senator 
McCutcheon, that in today’s circumstances 
the limitations of $10,000 and $25,000 involve 
a huge amount of paper work which is just 
useless motion.

Senator McCutcheon: When you get to a 
quarter of a million dollars or half a million 
dollars you can strike most of it out.

Hon. Mr. Drury: Certainly.
The Acting Chairman: Is there any further 

discussion? Are you ready for the question? 
Shall I recall to your minds the motion of 
Senator Walker? It is that in paragraph (d) 
of section 1 of the Bill the words “subject to 
paragraph (e)” in line 7 be struck out, that 
the word “and” in line 11 be struck out, and 
that paragraph (e) be struck out.

Senator MacKenzie: Before voting on this 
motion, Mr. Chairman, could I ask the Minis
ter whether he approves of it? Does he think 
it will seriously impair his usefulness in 
terms of his duties in an emergency 
situation?
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Hon. Mr. Drury: No, Mr. Chairman, I do 
not think it will seriously impair. It might, if 
an occasion did arise, make the job a little 
more difficult to do, but I do not think it will 
make for insuperable problems.

The Acting Chairman: Are you ready for 
the question?

Senator Roebuck: Before we vote on it, Mr. 
Chairman, I should like to say something. I 
do not like this clause, but, at the same time, 
we are taking a drastic action in striking it 
out completely. Has the Minister not some 
compromise to suggest between the motion 
and the bill that is before us? Is there not 
some medium course we might take that will 
be satisfactory?

I am an outsider looking in, in so far as 
military affairs are concerned, and the Minis
ter’s connection with them. At the present 
moment, if this motion is pressed, I will vote 
for it, but I do not like striking out para
graph (e) completely nor do I like para
graph (e) as it stands. Is there not some more 
reasonable course we might take?

Senator McCutcheon: Surely, the Minister 
has indicated, in every example he has given 
us of where he has used his powers of abso
lute discretion, that he can now use those 
same powers under paragraph (d), and use 
them in respect of much larger amounts. I do 
not think there can be any compromise, 
except something like writing in a figure of 
$1 million or something like that, and I do 
not think that that is fitting.

Senator McDonald: What is the maximum 
amount of money you can authorize under 
paragraph (d)?

Hon. Mr. Drury: Under paragraph (d) it 
will be $500,000.00 if tenders have been called 
and more than one tender is received, and 
$250,000.00 without tender or where only one 
tender is received.

Senator Walker: That is a lot.
Hon. Mr. Drury: I am referring here, of 

course, to a valid tender.
The Acting Chairman: Are you ready for 

the question. Will all those in favour of the 
amendment moved by Senator Walker please 
raise your right hand?

Senator Walker: Mr. Chairman, could we 
have a poll taken?

The Acting Chairman: We do not record 
names in committee, Senator Walker.

The Clerk of the Committee: Contents, 15.
The Acting Chairman: Those against?
The Clerk of the Committee: Non-contents, 

3.
The Acting Chairman: The motion is car

ried by a vote of 15 to 3.
We have to deal now with the rest of the 

bill. Is there any discussion on paragraph (d). 
With this amendment, Mr. Minister, do you 
wish to say anything further with respect to 
the bill?

Hon. Mr. Drury: I think, Mr. Chairman, 
that in respect of paragraph (d) there seems 
to be general agreement.

Senator McCufcheon: Mr. Chairman, I 
move that the bill be reported as amended.

Senator Walker: I second that motion, Mr. 
Chairman.

The Acting Chairman: It is moved by 
Senator McCutcheon, seconded by Senator 
Walker, that the bill be reported as amended. 
Will all those in favour please indicate? The 
motion is carried.

As there is nothing further before the com
mittee, the meeting is adjourned.

Whereupon the committee adjourned.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Monday, 
December 11th, 1967:

“Pursuant to the Order of the Day, the Senate resumed the debate 
on the motion of the Honourable Senator Croll, seconded by the Honour
able Senator Fergusson, for second reading of the Bill C-161, intituled: 
“An Act to establish a Department of Consumer and Corporate Affairs”.

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

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

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Tuesday, December 12th, 1967.

, (21)

Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 10:00 a.m.

■

In the absence of the Chairman and on motion of the Honourable Senator 
Croll, the Honourable Senator Leonard was elected Acting Chairman.

Present: The Honourable Senators Leonard (Acting Chairman), Aseltine, 
Beaubien (Bedford), Cook, Croll, Everett, Fergusson, Flynn, Haig, Irvine, Lang, 
Macdonald (Cape Breton), McCutcheon, McDonald, Paterson, Pouliot, Roebuck 
and Smith (Queens-Shelburne). (18)

In attendance:
E. Russel Hopkins, Law Clerk and Parliamentary Counsel.
R. J. Batt, Assistant Law Clerk, Parliamentary Counsel, and 

Chief Clerk of Committees.
On motion of the Honourable Senator Croll it was Resolved to report as 

follows: Your Committee recommends that authority be granted for the printing 
of 800 copies in English and 300 copies in French of its proceedings on Bill 
C-161.

Bill C-161, “An Act to establish a Department of Consumer and Corporate 
Affairs”, was read and considered.

The following witness was heard:

Department of the Registrar General:
The Honourable John N. Turner, Minister.

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

At 10:40 a.m. the Committee adjourned to the call of the Chairman. 

Attest:
Frank A. Jackson, 

Clerk of the Committee.
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REPORT OF THE COMMITTEE

Tuesday, December 12th, 1967.

The Standing Committee on Banking and Commerce to which was referred 
the Bill C-161, intituled: “An Act to establish a Department of Consumer and 
Corporate Affairs”, has in obedience to the order of reference of December 11th, 
1967, examined the said Bill and now reports the same without amendment.

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

All which is respectfully submitted.
T. D’Arcy Leonard, 
Acting Chairman.
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THE SENATE
STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE
Ottawa, Tuesday, December 12, 1967.

The Standing Committee on Banking and 
Commerce, to which was referred Bill C-161, 
to establish a Department of Consumer and 
Corporate Affairs, met this day at 10 a.m. to 
give consideration to the bill.

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

The Acting Chairman: Honourable senators, 
it is 10 o’clock and we have a quorum. The 
Senate has referred to us Bill C-161, an act 
to establish a Department of Consumer and 
Corporate Affairs. This is an important Gov
ernment measure. Shall we have the usual 
order for the printing of the proceedings?

The committee agreed that a verbatim 
report be made of the committee’s pro
ceedings on the bill.

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

The Acting Chairman: Honourable senators 
are aware that this bill was sponsored in the 
Senate chamber by Senator Croll, and we 
had an excellent debate on second reading 
before referring it to committee. We have as 
our witness today the Honourable John N. 
Turner, Registrar General of Canada. As this 
is his first appearance before this committee 
I would like to say a special word of wel
come to him in his capacity as Registrar 
General.

The Honourable John N. Turner, Registrar 
General of Canada: Thank you, Mr. Chair
man.

The Acting Chairman: Is it your wish that 
we commence in the usual way with a state
ment by the minister on the bill?

Hon. Senators: Agreed.
The Acting Chairman: Perhaps you would 

introduce the people you have with you, Mr. 
Turner.

Hon. Mr. Turner: Yes, I will. Mr. Chair
man, honourable senators, les honorables 
sénateurs, I have with me the Deputy Regis
trar General, Mr. Jim Grandy; Mr. Jim Ryan 
of the Department of Justice, and Mr. Lloyd 
Axworthy and Mr. G. Sicard of my depart
ment. The Parliamentary Secretary, Mr. O. 
Laflamme, was not able to be here because 
he has been seconded to the Housing Confer
ence, so I want to present h s excuses.

I am delighted to be here and I want to 
say first of all that I appreciated very much 
the quick and effective fashion in which the 
Senate dealt with the bill. I heard parts of 
the debate; I have read all the proceedings of 
the debate. I left when the lights went out on 
Senator Everett, but I think that you touched 
on most of the issues.

Briefly, and this will be a brief statement, 
this is a pioneer effort for a national govern
ment in the Western world. Should the 
Senate lend its authority to th’s bill, there 
will be no other department like this in the 
Western world. There is no other government 
department concerned specifically with the 
demand side of the market place. That is to 
say, with the investor or with the consumer.

This bill will give the department authorL 
ty to deal on behalf of the demand side of 
the market with both sides of the market 
relationship: the demand side in so far as it 
affects the consumer and the investor, the 
supply side in so far as it affects many 
aspects of the commercial community having 
to do with the investor or the consumer. And 
that explains the grouping of consumer 
affairs; corporations and corporate securities; 
combines, mergers, monopolies and restraint 
of trade; bankruptcies and insolvencies, and 
patents, copyrights and trademarks.

So this is a new economic orientation to 
link the legal regulatory sides of government 
with a unified economic policy on behalf, as I 
have said, of the consumer and investor par
ticularly.

I want to pay tribute again, as I did in 
the other place, to the Senate-House of
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Commons Committee, and I am delighted to 
see Senator Croll here. I think that the 
Senate can take a good deal of credit for the 
impetus behind this bill. A good deal of the 
wording, particularly in clause 6, which sets 
forth the consumer powers, is a d'rect result 
of the recommendations of that Senate-House 
of Commons Committee.

Now, we would hope to create a climate 
for a market place in Canada that would be 
more effective for both purchaser and pro
ducer. We would hope that this department 
would assist in promoting the working of 
free competitive forces enabling the consum
er to gain the maximum use of his income.

I noticed that Senator Everett paid special 
attention to the competitive forces affected 
by this bill. This bill in so far as it has any 
regulatory power over the market place 
relies on competitive forces. We believe that 
the consumer and purchaser in the long run 
will get a better price and better quality 
goods if competitive forces are really at play 
and if there are no fraudulent or misrepre
senting market practices, and if there is no 
restraint in trade or collusion in prices and 
that sort of thing.

The department would have as its object 
the protection of the consumer against 
unwarranted and harmful business practices. 
I have mentioned fraud; I have mentioned 
restrictive trade and misleading advertising, 
and goods that may be harmful or unsafe. 
We would also have the duty of insuring that 
full information and knowledge are available 
to the consumer. Of course, the bill in its 
terms gives the investor and consumer a 
direct representation in the councils of 
Government.

Now, some honourable senators asked dur
ing the debate what was new in the bill; 
what did it give the Registrar General that 
he did not already have? Well, there are two 
prime additions to the powers given to a 
Minister of Consumer and Corporate Affairs 
over those now currently enjoyed by the 
Registrar General. First is the consumer 
affairs in clause 5(a) and secondly, corporate 
securities in clause 5(b).

Senator McCutcheon: I do not want to 
interrupt the minister, but is that the only 
change that has been made in the present 
powers of the Registrar General, from con
sumer affairs to corporate securities? I would 
suggest that the omnibus term in the legisla
tion now probably would pick up securities.

Hon. Mr. Turner: Well, I will not get into a 
legal argument with the honourable senator, 
but I would suggest that the federal Govern
ment, in my opinion, will have to establish a 
presence in the securities field in Canada in 
the regulation of securities. I think that, in 
furtherance of the proper working of a 
national capital market, the federal Govern
ment will have to be involved.

The question that will have to be negotiat
ed with the provinces is what type of vehicle 
will regulate our interests in the securities 
market. Will it be a federal securities com
mission or will it be a joint federal-provin
cial commission along the lines envisaged by 
Mr. Langford of the Ontario Securities 
Commission?

Senator McCutcheon: That makes it abun
dantly clear.

Hon. Mr. Turner: That is right. So this will 
be a new exercise of authority on the part of 
the federal Government, because we have 
not exercised any authority in the securities 
field, and to my mind have suffered from it, 
particularly in our relationship with the 
United States through the Securities Exchange 
Commission in Washington, because we have 
been unable to provide reciprocity in infor
mation and reciprocity in enforcement in 
security matters.

The other addition is the addition of the 
words “consumer affairs,” and the words 
relating to consumer affairs spelling out the 
powers that are found in clause 6. At the 
moment, within the federal Government, 
there are several departments and agencies 
having some authority over consumer affairs. 
These were carefully set out in Senator 
Croll’s speech and in Senator Carter’s speech 
they include the Department of Agriculture, 
the Department of Fisheries, the Department 
of Trade and Commerce, the Dominion 
Bureau of Statistics, the Department of Jus
tice, under the Criminal Code, the Board of 
Broadcast Governors, the C.B.C. and others.

But no department has, as its primary 
responsibility, the representation of the con
sumer. All these consumer agencies in the 
other departments have really been annexes 
in departments representing a producing 
interest in the country. After all, the Depart
ment of Agriculture is supposedly represent
ing the farmers and the agricultural produc
ers; the Fisheries Department represents the 
fishermen; Labour represents the working 
men of the country, and Trade and Com-
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merce and Industry represent the interests of 
the businessmen, and so on. So that their 
primary interest under their statutes is to 
represent the producers.

Clause 6 is an attempt to co-ordinate those 
agencies of Government which have had as 
their prime purpose the representation of the 
consumer; it is to co-ordinate these under 
one department. Now, I say “co-ordinate” 
because we have not made any judgments as 
to how or where these various areas of Gov
ernment should be administered. In other 
words, we are not in the business of empire 
building. The prime job at the moment is to 
co-ordinate these agencies into a unified poli
cy, so that clause 6(a) gives the min ster the 
power to initiate, recommend and undertake 
programs designed to promote the interests of 
the Canadian consumer. There is no power 
res'dent in any Canadian department of Gov
ernment that sets that out.

Clause 6(b) gives the minister power to 
co-ordinate programs designed to promote 
the interests of the Canadian consumer. 
There is no department of government that 
now has that power. Clause 6(l)(c) allows the 
minister to be the co-ordinating element with 
the provinces, agencies and other private 
institutions. There is now no department 
having that co-ordinating authority to liaise 
with the provinces.

Then in clause 6(l)(d) it gives us central 
control over information services. Clause 6 
(2) gives the minister an overall research 
function, and honourable senators should 
observe that the research function is not 
limited merely to consumer elements but it 
also applies to cover everything in clause 5. I 
want to say that this is not a complete con
sumer program. This is an enabling bill; 
there is a considerable consumer program 
already ex'sting within the Statutes of Cana
da, but administered on a relatively unco
ordinated basis by several departments and 
agencies. This, as I said, is an enabVng bill 
centralizing the policy, initiative and co
ordinating authority in one department. The 
powers are already in the legislation; they 
are not in this bill. But it is the power in 
existing legislation that gives this bill its 
teeth, under the co-ordinating power for uni
form enforcement of all statutes that up until 
now have been enforced rather sporadically 
and in an unco-ordinated way.

Senator Flynn: Can you give an example 
of this? Earlier this morning we were study
ing an act to amend the Fish Inspection Act

which will still remain the responsibility of 
the Minister of Fisheries. What power does 
this bill give to you so far as the consumer is 
concerned since this bill is concerned not 
only with the producer but with the consum
er too?

Hon. Mr. Turner: This not only applies to 
the Fish Inspection Act. The Economic Coun
cil of Canada demonstrated there are four or 
five sets of inspectors now visiting grocery 
stores and supermarkets across the country 
to inspect various services; the departments 
of Agriculture and Fisheries, Trade and 
Commerce, under the Weights and Measures 
Branch, and the Dominion Bureau of Statis
tics. There are other inspectors concerned 
with the question of misleading advertising 
for the Department of Justice.

Obviously it is not our intention immedi
ately to centralize this operation, but we 
have set up an interdepartmental committee 
in anticipation of the co-ordinating authority 
under this bill. The chairman of that commit
tee will be the Deputy Registrar General, 
and, if the bill becomes law, the deputy min
ister of this department. The secretariat will 
be under the control of this department, and 
one of our first jobs will be to analyse those 
areas of duplication within the federal struc
ture. You are right in saying we have no 
statutory authority to eliminate the fishery 
retail inspection services, but we would hope 
with a little better interdepartmental co-ordi
nation we would be able to eliminate some of 
the duplication that appears in the overall 
government structure.

Senator Roebuck: Do you foresee legisla
tion that will in due season consolidate under 
your jurisdiction these powers that are 
spread around in various departments?

Hon. Mr. Turner: I do not think legislation 
would be necessary to transfer those powers 
to the new department. I think the Transfer 
of Duties Act is probably sufficient to trans
fer departmental authority from one depart
ment to another. So I would not contemplate 
any legislation for that purpose.

Senator McCutcheon: You are not contem
plating either putting the Fish Inspection Act 
and the Weights and Measures under your 
department? You are not contemplating any
thing other than co-ordination?

Hon. Mr. Turner: No, as I said that we 
have made no prejudgments as to where 
administration can best be situated. One of 
our first objectives will be to find out how
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best the administration can be situated in the 
federal structure. The Economic Council of 
Canada suggested that perhaps Food and 
Drugs ought to be transferred to the new 
department. On the other hand, it has been 
suggested that Weights and Measures should 
be left where it is. But we have made no 
prejudgments on that either. One of our main 
problems will be co-ordination with the prov
inces. I would say a larger share of consumer 
jurisdiction and consumer authority lies with 
the provinces, particularly in the retail end, 
aside from the criminal aspects of it. I think 
one of our immediate jobs would be to estab
lish an effective system of liaison with other 
departments. Furthermore, one of our 
immediate jobs will be to develop a public 
consciousness not only on behalf of the con
sumer but also on behalf of the business 
community. I have met with several retail 
and food associations and have assured them 
that we need their co-operation if this 
department is going to do what it is hoped.

At this stage I want to say three things 
that this department is not: It is not a new 
opportunity for more bureaucracy. I believe 
that it is primarily a reorganization of the 
existing consumer agencies of the Govern
ment. If it is properly done a lot of duplica
tion can be eliminated.

We do not contemplate this year more than 
26 new positions in the whole consumer sec
tion, and we hope that we are going to be 
able to recruit from most of the existing 
agencies.

It is not more Government intervention. 
We are not intervening in the market place, 
except in those areas I have already 
described to you: fraud, misrepresentation, 
those areas within the Combines Investiga
tion Act, or where public health and safety is 
involved.
i

Senator McCutcheon: In those areas where 
there is now specific legislation.

Hon. Mr. Turner: Those areas where there 
is now specific legislation. I am not saying 
that we may not find, as a result of this 
co-ordination, that there are gaps. I think 
there are gaps in the case of hazardous sub
stances; and I think there is lack of uniform
ity in the enforcement of the law regarding 
misleading advertising. There are these gaps. 
You are right in saying, senator, that there is 
a good deal of statutory authority—which 
will constitute the teeth and the means of 
enforcement.

I am saying that this department by itself 
does not signify more Government interven
tion into the market place.

Finally, I do not contemplate appreciably 
more Government expenditures as a result of 
this department. It is not going to be a 
duplication. I would hope that it is going to 
be a better co-ordination and centralization 
of existing services.

Honourable senators might be interested in 
knowing that the expenses for this depart
ment in the current fiscal year total $8 mil
lion, less revenues of $61 million. Those reve
nues are derived from patent applications, 
trademark applications, our statutory share of 
the bankruptcy system, in corporations of 
companies, and so on. I do not want to sug
gest that we have been healthy financially, 
merely because bankruptcy has been so 
prevalent in the last two or three years in 
this country. However, this department will 
cost the Canadian taxpayer, net, somewhere 
between $11 million and $2 million. I am not 
saying that that is not a large a sum of 
money but I am saying that compared to the 
total federal budget of $10,300,000,000, this 
amount is not great.

Senator Everett: These figures you give are 
last year’s?

Hon. Mr. Turner: The current fiscal year.

Senator Roebuck: The revenue you men
tion is now collected by other departments, is 
it not?

Hon. Mr. Turner: No, it is collected by us 
and then turned over to the Consolidated 
Revenue Fund.

Senator Everett: This is the financial situa
tion of your department, prior to the inclu
sion of this bill?

Hon. Mr. Turner: That is right, on contem
plating some of these positions.

Senator Lang: When this bill is 
through, the net cost will be about $11 mil
lion to $2 million?

Hon. Mr. Turner: I am anticipating those 
figures for the year ending March 31, 1968, 
the extension before you now.

I am very pleased to have had the oppor
tunity to appear before this committee and I 
am of course at the disposal of the 
committee.

The Acting Chairman (Senator Leonard): 
Thank you, Mr. Minister. The meeting js now
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open for questions. The minister has indicat
ed he is prepared to answer to any questions.

Senator Lang: To come back to the intro
duction of this legislation, you said this 
department is unique in the western world. 
Is there something unique about Canada that 
it requires this department where it is not 
necessary in other jurisdictions? Is it our 
geographical situation, is it our lack of a 
volunteer consumer organization such as they 
have in the United States; or is it the so- 
called gullibility of the consumers of 
Canada?

Hon. Mr. Turner: If I may just sneak up 
on that question a bit, I think our consumer 
organizations are as strong as those in any 
country in the world. The Canadian Associa
tion of Consumers have been pressing for 
this type of department since 1960.

Senator McCutcheon: They are certainly 
as noisy.

Hon. Mr. Turner: I will not argue that. I 
contemplate that the economic forces, includ
ing the complexity of the market place, that 
have prompted the Government to introduce 
this bill, are similar to those that inevitably 
in the United States and in the United King
dom, and in other European countries, will 
prompt similar action.

There are already before the Congress of 
the United States bills to set up a Depart
ment of Consumer Affairs. At the moment, 
the American experience is limited to an 
advisory committee to the President. That 
committee has no co-ordinating, initiating or 
executive authority.

The United Kingdon experience is that of a 
statutory consumer advisory council.

So it is quite true that, as I said in my 
opening statement, no other country has 
accorded ministerial authority on the one 
hand, or ministerial responsibility on the 
other hand, for the demand side of the mar
ket place. I believe that this will be 
inevitable.

I believe that there is nothing to be con
cerned about the fact that, for once, Canada 
is anticipating an economic situation rather 
than following a practice in the United States 
and the United Kingdom.

Senator McCutcheon: Something like the 
unification of the armed forces?

Hon. Mr. Turner: It is a pioneering effort, 
let us say.

Senator Flynn: In reference to the words 
used by Senator Croll and Senator Everett, 
one said it was the greatest thing done by 
any government, and the other spoke of its 
being a monument.

Hon. Mr. Turner: Senator Croll has a bet
ter command of language than I have.

Senator Flynn: If the pioneering would 
stop where it is now—it is only here we will 
be able to judge the monument.

Hon. Mr. Turner: Senator Flynn, I feel you 
are going to be very proud of this discussion 
in 1967.

Senator Croll: What the minister perhaps 
did not say was that departments such as 
this were recommended, first by President 
Kennedy and then by President Johnson, but 
they were not able to get it through Con
gress. Also, the latest report from Britain 
indicates that they are turning away from 
the voluntary efforts they have been making 
and directing this question to the Board of 
Trade, in an effort to carry out these particu
lar duties. Surely, once in our time we can be 
ahead of those countries instead of being 
behind them?

Hon. Mr. Turner: I was being typically 
modest in the Canadian fashion. I agree. I 
have already received a lot of interest from 
the United States and from the United King
dom about this department. I also said that 
perhaps it was un-Canadian to say that we 
would like to have facts before policy, but 
we have tried to ascertain the facts and we 
are going to ascertain the facts before estab
lishing policy in this particular field.

Senator Croll: Let me say one thing more 
to show how we are moving. We have dealt 
with the matter of disclosure here, and then 
we have dealt with it in the Bank Act.

Each province—Ontario, Nova Scotia, and 
so on—has done something about it at the 
present time in its own way—yet in the 
United States it was not until last week that 
they were able to get through a bill partially 
covering that same subject.

Senator McCutcheon: What do you mean 
by “disclosure”?

Senator Croll: Disclosure with respect to 
the cost of credit, disclosure on credit.

Senator McCutcheon: You are limiting it to 
that one?

Senator Croll: Yes.
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Senator McCulcheon: So that I can 
understand.

Senator Croll: Yes, disclosure of credit is 
merely one example. We are well ahead of 
all the rest of them, and they are endeavour
ing, to the best of their ability, to cover that 
particular, vital subject. They have not been 
able to do it in the United States up to the 
present time. The last bill they passed only 
partially covered it. But we have been able 
to do it, not only at the federal level but at 
the provincial level in each province, by bills 
passed within the last two years.

The Acting Chairman: Senator McCutch- 
eon, have you any further questions?

Senator McCutcheon: No. I move that the 
bill be reported without amendment.

Senator Croll: I second the motion.

Senator McCutcheon: Mr. Chairman, I 
hope the minister will come back a year from 
now and will use his actions to justify his 
optimism today.

The Acting Chairman: I am sure we will 
always be glad to have the minister appear 
before us.

Hon. Mr. Turner: I might say, Mr. Chair
man, that I have enjoyed the encounter very 
much indeed. I contemplate a number of 
legislative measures which will have to come 
before this committee in the next six months.

The Acting Chairman: Is there any discus
sion on the motion?

Hon. Senators: Carried.

Whereupon the committee adjourned.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Tuesday, 
December 12th, 1967:

“With leave of the Senate,
The Order of the Day to resume the debate on the motion of the Honour

able Senator Lang, seconded by the Honourable Senator Cook, for second 
reading of the Bill C-164, intituled: “An Act to amend the Industrial Develop
ment Bank Act”, was brought forward.

Pursuant to the Order of the Day, the Senate resumed the debate on the 
motion of the Honourable Senator Lang, seconded by the Honourable Senator 
Cook, for second reading of the Bill C-164, intituled: “An Act to amend the 
Industrial Development Bank Act”.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.
The Bill was then read the second time.
The Honourable Senator Lang moved, seconded by the Honourable Senator 

Cook, that the Bill be referred to the Standing Committee on Banking and 
Commerce.

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

J. F. MacNEILL,
Clerk of the Senate,

21—3
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MINUTES OF PROCEEDINGS
Wednesday, December 13th, 1967.

(22)

Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 10:00 a.m.

In the absence of the Chairman and on motion of the Honourable 
Senator Croll, the Honourable Senator Leonard was elected Acting Chairman.

Present: The Honourable Senators Leonard (Acting Chairman), Cook, 
Croll, Fergusson, Flynn, Haig, Irvine, Lang, MacKenzie, McDonald, Molson, 
Pearson, Pouliot, Rattenbury, Smith (Queens-Shelburne) and Vaillancourt. 
(16).

Present, but not of the Committee: The Honourable Senators Carter and 
Méthot.

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

On motion of the Honourable Senator Croll it was Resolved to report as 
follows: Your Committee recommends that authority be granted for the 
printing of 800 copies in English and 300 copies in French of its proceedings on 
Bill C-164.

Bill C-164, “An Act to amend the Industrial Development Bank Act”, 
was read and considered.

The following witness was heard: Bank of Canada: J. R. Beattie, Deputy 
Governor.

On motion of the Honourable Senator Rattenbury it was Resolved to 
report the said Bill without amendment.

At 11:15 a.m. the Committee adjourned to the call of the Chairman.

Attest.
Frank A. Jackson, 

Clerk of the Committee.
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REPORT OF THE COMMITTEE

Wednesday, December 13th, 1967.
The Standing Committee on Banking and Commerce to which was re

ferred the Bill C-164, intituled: “An Act to amend the Industrial Development 
Bank Act”, has in obedience to the order of reference of December 12th, 1967, 
examined the said Bill and now reports the same without amendment.

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

1 :

All which is respectfully submitted.
T. D’ARCY LEONARD, 

Acting Chairman.
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THE SENATE

STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, December 13, 1967

The Standing Committee on Banking and 
Commerce to which was referred Bill C-164, 
to amend the Industrial Development Bank 
Act, met this day at 10 a.m. to give consider
ation to the bill.

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

The Acting Chairman: Honourable sena
tors, the Senate has referred to us Bill C-164, 
a Government measure to amend the Indus
trial Development Bank Act. Shall we have 
the usual order for the printing of the 
proceedings?

Hon. Senators: Agreed.
The committee agreed that a verbatim 

report be made of the committee’s pro
ceedings on the bill.

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

The Acting Chairman: Honourable sena
tors, we have with us today Mr. J. R. Beattie, 
the Deputy Governor of the Bank of Canada 
and also a member of the executive commit
tee of the Industrial Development Bank. Mr. 
Beattie is well known to this committee and 
has been before us on a number of occasions. 
He has with him Mr. Grey Hamilton, Deputy 
Secretary of the Industrial Development 
Bank. Is it your pleasure that we proceed in 
the usual way and ask Mr. Beattie to make a 
statement on the bill before us?

Hon. Senators: Agreed.

The Acting Chairman: Mr. Beattie, will 
you proceed with a statement on the bill?

Mr. J. R. Beattie, Deputy Governor, Bank 
of Canada: Mr. Chairman, honourable sena

tors, I do not think I need to burden the time 
of the committee with very many opening 
remarks. First of all I should say that the 
President of the Industrial Development 
Bank, Mr. Rasminsky, learned of this meet
ing only late yesterday, as indeed you did 
yourselves; he had several appointments this 
morning with people from out of town which 
made it very difficult for him to come, so he 
asked me to come in his place.

Senator Lang: With respect, I would like to 
suggest that there is really no business of the 
President of the Industrial Development 
Bank as important as appearing before a 
parliamentary committee, notwithstanding 
visitors coming from out of town. I do not 
know whether that is the feeling of the com
mittee but I feel very strongly about it.

The Acting Chairman: Thank you, Senator 
Lang. Perhaps Mr. Beattie might continue.

Mr. Beattie: It was too late for him to 
inform these people that he was unable to 
see them. I know that if members of the 
committee do wish to hear from Mr. Ras
minsky, he would certainly regard it as a 
first claim on his time.

Senator Croll: In sharing the senator’s 
view, may I say that we are a bit derelict 
ourselves. What is happening is that it is 
very difficult for the civil service to keep up 
to this fast-moving Senate.

Mr. Beattie: It is pretty fast.

Senator Croll: We passed the bill last even
ing and we are already meeting this morning. 
That is moving pretty quickly, for them to 
do the organizing. I have no doubt that the 
telephone call went out after we passed the 
bill about four or five o’clock; and it is 
understandable. Ordinarily, I think Senator 
Lang would be right; but under the circum
stances one can understand what has 
happened.

143
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The Acting Chairman: Perhaps I should 
remind honourable senators that if, after 
hearing the witnesses today, including Mr. 
Beattie, if the committee still wishes to hear 
Mr. Rasminsky we can adjourn. There is not 
much rush about the matter. If we want to 
hear Mr. Rasminsky we can hear him. That 
does not take away from Senator Lang’s 
point or Senator Croll’s remarks.

Senator Flynn: After we have heard Mr. 
Beattie, we can decide whether we wish to 
hear Mr. Rasminsky and if so the committee 
could meet again.

The Acting Chairman: When we have 
finished today’s proceedings, if we still wish 
to hear him we can do so.

Mr. Beattie: Honourable members of the 
committee will have received the annual 
report of the Industrial Development Bank. I 
see that most honourable senators have been 
looking at the report since they came into the 
room. It has a good deal of information about 
the bank’s recent operations and where 
things stand now.

The Industrial Development Bank has been 
making about 2,200 loans a year, for some
thing over $100 million. It was coming very 
close to the end of its borrowing authority 
and facing the prospect, within a matter of 
some months, of having to start to cut back 
its rate of lending so that it would come 
within the amounts provided by the flow of 
repayments, which are currently around $60 
million a year.

Senator Pearson: Can you give us a break
down of the size of some of those loans?

Mr. Beattie: I would say about 50 per cent 
of all loans that the I.D.B. has made were for 
$25,000 or less; about 70 per cent for $50,000 
or less; and about 90 per cent for $100,000 or 
less. It was provided in the original act, and 
the I.D.B. has always taken the provision 
very seriously, that its main concern was to 
lend to smaller businesses.

Senator MacKenzie: What is your record of 
repayments? Do you get most of them back 
in due course?

Mr. Beattie: Yes, Senator MacKenzie. We 
never make a loan if we do not think we are 
going to get the money back. In most cases 
we are right. We have made some losses, and 
I am sure that anyone familiar with the 
lending business will realize that in such an

operation one is bound to have some losses; 
but we have had surprisingly few in relation 
to the apparent risk at the time the loan was 
made.

Senator MacKenzie: On balance, do you 
make a profit?

Mr. Beattie: We are self-financing. We 
have set up a reserve for losses, which is 
somewhat smaller than the reserve the char
tered banks or trust and loan companies are 
permitted to have. The volume of write-offs, 
amounts written off to date, is of the order of 
$3 million, over 23 years. The reserve for 
losses at the moment is $7J million, which is 
about 1.9 per cent of the amount of loans 
presently outstanding or committed.

Senator MacKenzie: What is the present 
interest charge? Is it the current going rates?

Mr. Beattie: We have to gear our lending 
rates to our borrowing rates; and the bor
rowing rates are geared to the lending 
market.

Senator MacKenzie: So it is the going rate?

Senator Croll: What is the current rate?

Mr. Beattie: The present rate for smaller 
loans is 8 per cent. That has been increased 
from 7J per cent to 8 per cent in recent 
weeks. That is the rate that pertains to loans 
up to $75,000.

Occasionally, a very small loan which has 
only second mortgage security, which is very 
marginal security, may be at a higher rate, 
but the standard rate for smaller loans is 8 
per cent.

On $75,000 to $150,000, the standard rate is 
8£ per cent. From $150,000 to $350,000 it is 
normally 9 per cent. And for loans over 
$350,000, which are not very numerous, there 
is a minimum of 9 per cent.

One reason for charging the higher rate on 
the larger loans is that we have this injunc
tion in the act, that we must not lend to 
anyone who can get the money elsewhere on 
reasonable terms and conditions. We try very 
conscientiously to abide by that injunction, 
but it is more difficult to interpret as the size 
of the loan gets larger, because with the 
larger loans there are clearly more possibili
ties of getting the money from the conven
tional mortgage lender, or even sometimes in 
the market. We like to back up our appraisal
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of this a little bit by charging a higher rate, 
so that they will have every incentive to go 
elsewhere if they can.

Senator MacKenzie: You get your money 
from the Bank of Canada?

Mr. Beattie: Yes. Perhaps I might just 
finish my point?

The Acting Chairman: If the witness is 
allowed to make his statement—perhaps he is 
about to deal with some of these matters—al
though the questions are very interesting, we 
could come back to them when we have 
heard what the witness wishes to say.

Mr. Beattie: I would like to finish on the 
Point of the interest rate, Mr. Chairman. The 
higher interest rate on larger loans is quite 
important from the point of view of helping 
to carry the overhead of making the smaller 
loans. Clearly, at 8 per cent you cannot cover 
the cost of making a loan of $10,000, $15,000 
°r $25,000 when you are having to pay well 
over 6 per cent for the money which you 
borrowed. These larger loans, for relatively 
larger amounts, at the higher interest rate, do 
help to do that. They also help to make sure 
that the prospective borrower has made a 
very serious effort to get the money else
where, before he comes to us.

Senator Croll: May I, at this point, ask a 
question? You said that over $350,000 the 
rate is 9 per cent and up. What is “up”? How 
high is “up”?

Mr. Beattie: Incidentally, the very larger 
loans are dealt with by the executive com
mittee, or have to be dealt with finally by the 
executive committee or by the full board of 
*he I.D.B. itself. Such loans are very few in 
number, so each one is considered as an 
individual case. I think the highest rate that 
We have charged is 9J per cent.

Senator Croll: Well, 9J.

Mr. Beattie: That is a very recent one.

Senator Croll: You were talking about 
small loans. You are getting 8£ and paying 6?

Mr. Beattie: 8, sir.

Senator Croll: You are getting 8 and pay
ing 6.

Mr. Beattie: We are paying a little over 6, 
nctually. I have here the latest schedule of 
borrowing costs, it averages out to 6.6 per
cent.

Senator Croll: If it is 6.6, you have got a 
point and a half there?

Mr. Beattie: Yes.

Senator Croll: Can you not do business at 
that? Is a point and half not giving a very 
good return?

Mr. Beattie: Not on a $25,000 loan. Half of 
our loans are that size or smaller.

Senator Railenbury: It would probably 
cost more for a smaller loan than it would 
for a larger one.

Mr. Beattie: It would certainly not be pro
portional to the size of the loan. A 2 per cent 
average spread over the life of the loan 
would be only $250 a year. Bearing in mind 
that these loans are by definition, by injunc
tion of Parliament, riskier loans than private 
institutions make, and, therefore, have to be 
investigated with some care, if the bank is 
going to be able to pay its way without being 
a burden on the Consolidated Revenue Fund, 
it is not a large amount.

Senator Croll: Mr. Beattie, you speak of 
riskier loans, but you started by telling us 
about a figure of $7.5 million that you set 
aside for reserves and which you said was 
less than was normally set aside by the bank.

Mr. Beattie: That is right. The provision 
for losses is a smaller percentage. It is 1.9 per 
cent of the amount of money we have 
outstanding and committed. The chartered 
banks are permitted under the law to carry 
reserves for losses on risk assets of well over 
3 per cent, and trust and loan companies are 
permitted to carry 3 per cent against mort
gages. So we are cutting it finer than they 
are, if they use the full leeway that is per
mitted in their acts.

Senator Croll: There was a responsible 
suggestion on the floor of the Senate yester
day that you were not taking enough risks in 
your position as lender of last resource. It 
was suggested that you were not taking 
enough risks in order to be helpful to these 
industries that require assistance. That was 
the suggestion, and I thought it was a 
responsible one, myself.

Mr. Beattie: Certainly, I take it as a seri
ous comment on the I.D.B. The most effective 
way of responding, I think, would be for you 
to see the summaries of the 45 or 50 loans
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that go through each week and judge lor 
yoursell whether we are being overly cau
tious or not. I think you would find quite a 
few in there that would make you a little bit 
nervous, if you were the man who had made 
them and whose reputation within the organ
ization depended on his record.

We are continually trying to sail closer and 
closer to the wind, but we also have to take 
account of the fact that we are supposed to 
be self-supporting. We are not handing out 
Government money, nor do we want to be 
dependent upon subsidies. And, of course, to 
set up larger provision for losses than that, 
we would have to have larger net earnings. 
The provision for losses is at that level 
because that is all that the net earnings we 
have made so far permitted.

The Acting Chairman: Senators Carter, 
Cook, Molson and Lang have signalled to me 
that they would like to ask questions. Again 
I raise the question as to whether the com
mittee wants to proceed with this questioning 
or whether it would prefer the witness to 
proceed with his statement and hold its ques
tions until he is through. I think it would be 
better to let him make his statement and 
then come back with the questions in the 
order that I have mentioned.

Senator Hatienbury: Would you add my 
name there, Mr. Chairman?

Senator McDonald: And mine too, Mr. 
Chairman.

The Acting Chairman: Yes. There, Mr. 
Beattie, you have clear sailing—whether 
close to the wind or not.

Mr. Beattie: The only other point I wanted 
to refer to, and partly because I understand 
that a question was raised about it yesterday, 
is that the proposal for an increase in the 
financial resources available to the I.D.B. 
comes in two parts. First of all, there is an 
increase in the authorized capital from $50 
million to $75 million. Since the capital was 
last increased to $50 million, in 1961, the 
volume of business of the I.D.B. has grown 
by more than 50 per cent so that the $75 
million authorized capital that is proposed 
now seems reasonable enough on that basis. 
The other reason for feeling that it would be 
desirable to have increased capital is that at 
some stage, when the organization is better 
known and has established what it can do, it 
would be the hope of many connected with it

that it would be able to borrow in the market 
as well as from the Bank of Canada, and 
perhaps replace the borrowing from the 
Bank of Canada with market borrowing, and 
for that purpose a balance sheet with ade
quate shareholder equity would be a very 
desirable thing.

The other part of the increase in resources 
available is a proposal to increase from five 
to ten the ratio of debenture borrowing to 
capital and reserves. The ratio that is permit
ted to federally-incorporated trust and loan 
companies is 15. So it was felt that ten was 
not an out-of-the-way ratio and would be 
consistent with maintaining an image of the 
I.D.B. which in due course might permit of 
borrowing in the market.

I do not want to make the possibility of 
borrowing in the market seem like a very 
imminent or urgent thing, but the act is not 
changed very frequently and it seemed wise 
to have this range of considerations in mind 
when the proposals were being put forward. 
I think that is all that I have to say.

The Acting Chairman: Thank you, Mr. 
Beattie. Senator Carter, you are first.

Senator Carter: Mr. Chairman I have 
some questions on the bank’s policy with 
respect to working capital, but before I come 
to these I would like to follow on Senator 
Croll’s line of questioning about the amount 
of risk that the bank takes.

Now, your report says that around the end 
of last year you carried out a decentraliza
tion program.

Mr. Beattie: Yes.

Senator Carter: And between then and the 
end of the year your report shows that for 
1967, for that year, you made fewer loans 
and the total of the amounts of loans was 
also lower than in previous years. I was just 
wondering whether because you have decen
tralized, and the decisions are now being 
made by the branch managers, whether these 
branch managers have become perhaps a lit
tle more cautious than would have been the 
case previously.

Mr. Beattie: Well, Senator Carter, I think 
the small drop in the number and amount of 
loans provided in fiscal 1967 in comparison 
with 1966 is attributable mainly to less buoy
ant-looking conditions in the kinds of busi
nesses where most of our borrowers are 
operating.
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There is another factor which I should 
probably mention and that is that there was 
a major extension in the coverage of the act 
back in 1961, and it has taken several years 
to pick up the backlog of businesses which at 
that time became eligible to borrow from the 
I.D.B. You might think that it is a long time 
between 1961 and 1966, but we find that it is 
quite difficult to make sure that everybody 
who is eligible to borrow from the I.D.B. 
knows that the I.D.B. exists or that it is there 
to do a job. It takes time for the news to get 
around, for people to make their plans and to 
get in and make applications and for the 
applications to be approved.

So there was something of a bulge in lend
ing going on in the years after 1961, and I 
think that might even have been affecting 
the figures for 1966.

Currently, in the last few months, approv
als have begun to rise above the year-ago 
level again. And I think that the volume of 
business will be found to expand in the year 
ahead. I am quite sure myself that the decen
tralization program has not had any inhibit
ing effect on the amount of lending. Man
agers are anxious to show what a good job 
they can do. There is a real desire through
out the organization to do as good a job as 
We can within the terms which the act 
gives us.

Senator Carier: My main interest is in 
your policy with respect to working capital. I 
see from your report that last year 9 per cent 
°f the amount of loans was for working 
capital as compared with 10 per cent the 
year before and 13 per cent the year before 
that again, so there seems to be a downward 
trend in loans for working capital, and that 9 
Per cent was not only a smaller percentage, 
but it was also a smaller percentage of a 
smaller total amount because the total 
amount of loans last year was less than in 
the previous year. I am from the Maritimes, 
from Newfoundland, and our economy is 
such that we are dependent on small enter
prises. It is much better for us to have five 
small enterprises with 20 people each than to 
have one with 100 people, and usually these 
small enterprises are developed by people 
with initiative and experience who pull 
themselves up by their own bootstraps, but 
they have little or no previous experience 
with banks.

Very often there is no chartered bank 
available to them or even within easy access 
ar>d it seems to be that your bank, the

Industrial Development Bank, has a special 
responsibility towards this type of enterprise 
particularly in an area that is economically 
retarded, and this downward trend rather 
disturbs me. It may be that the whole 9 per 
cent total of loans was made entirely in the 
Maritime provinces. If so, that is fine. But I 
don’t know that that is the case, so I want to 
find out. What percentage of these loans was 
made in each of the provinces of Newfound
land, Nova Scotia, New Brunswick and 
Prince Edward Island, and what would be 
the amount of loans, or the number of loans 
in each case and the amount?

The Acting Chairman: You mean with par
ticular reference to working capital loans?

Senator Carter: In that particular clas
sification of loan.

Mr. Beattie: Well, Senator Carter, this 9 
per cent is related to the total program of 
borrowers, and that total of borrowers’ pro
grams was substantially greater than the 
amount of money we loaned to them, but this 
is the only way we can describe statistically 
the kind of thing the I.D.B. is financing with 
its loans. That 9 per cent for increase in 
working capital is spread throughout the 
great bulk of the loans. What this means 
really is that the basic purpose of our loans 
is to finance expansion in capital equipment, 
in the forms of land, buildings and machin
ery and that some element of increase in 
working capital will often be associated with 
a loan. We comparatively seldom make a 
loan purely for working capital.

Senator Carter: That is what I wanted to 
get at and you have confirmed my worst 
fears. The working capital is mixed up with 
loans for other purposes. What you have 
segregated and listed as 9 per cent of the 
loans is 9 per cent of the loans which includ
ed other purposes in addition to working 
capital and not just working capital alone. 
Therefore the fellow who has a capital 
investment and who is in difficulty because 
he needs working capital urgently—as far as 
I have been able to find out from the opera
tions of your bank you are scared of making 
a loan to cover that situation which is the 
greatest need of many small enterprises in 
my area. Yet that is the one need that you 
people shy away from.

Mr. Beattie: We recognize the need but this 
kind of working capital loan on section 88 
security, inventories and receivables, is the
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kind of loan where as you know if you are to 
manage it successfully it is important to be 
in pretty close touch with the borrower. 
Ideally you need to be in touch with him 
every couple of weeks or every month or 
even oftener the way the chartered bank 
keeps in touch with its customers who are 
being financed in this manner. We have only 
28 branches across the country. Regrettably 
we have only one in Newfoundland. It would 
be quite impossible, I am afraid, for us to 
keep in touch with the people who had 
working capital loans from us in the way we 
should in order to manage that kind of busi
ness properly and successfully. Occasionally 
we do get into this field, mainly by guaran
teeing the working capital advance of a 
chartered bank. That is a very occasional 
occurrence, but, you see, we simply do not 
have the physical facilities to manage a lend
ing operation of that kind properly. Our 
lending operation in some ways is a more 
risky one, but it is based on a mortgage of 
physical security. Of course we have to be 
satisfied with the management too because 
the management is by all odds the most 
important aspect of any loan proposal. But 
inventory and receivables are coming in and 
going out from day to day and in order to 
keep track of that kind of picture you have 
to be near the borrower.

Senator Carter: May I interpret what you 
said as meaning that you make no loans at 
all for working capital?

Mr. Beattie: We have made a few. I cannot 
recall the number offhand, but for working 
capital alone it would not be a case of tens or 
scores of them. We are more conscious now 
than we were formerly of our inability 
physically to cope with this kind of operation 
where you have to know what has happened 
to the man’s receivables and inventories from 
week to week.

Senator Pearson: Supplementary to that 
question, would it be possible, as Senator 
Carter says—take the example of a business 
which is all set up but they have no capital. 
Would it not be possible for this Industrial 
Development Bank to take over the assets 
and give a loan on the assets and release the 
man’s capital so he can go and work.

Mr. Beattie: That is what does happen 
very often, as a matter of fact. Quite a typi
cal case is a man coming to us with a deplet
ed working capital which has been depleted 
because he has been spending money on land

or buildings or plant or equipment, and we 
look at the depletion and at the use he has 
made of the money he had in assessing the 
loan, and, of course, we need to take a mort
gage on his fixed assets and equipment as 
security for our loan. But working capital 
does enter very frequently in that way, and 
we will restore a working capital which has 
been depleted by capital expenditures. But as 
for working capital accommodation per se, 
the security for which is inventories or 
receivables, that is really a bit outside our 
line of country. We find we cannot do that 
very often, with the branch and physical 
facilities that we have.

Senator Carter: Can you give me any 
breakdown at all of that 9 per cent, as to the 
various provinces? Have you the figures?

The Acting Chairman: On loans purely for 
working capital, not secured by plant and 
equipment?

Senator Carter: No. He has just told us it 
is mixed up with loans for other purposes, 
but I would like to know how much of that 
even gets down to the Maritimes.

Mr. Beattie: I do not have it available, but 
it could be tabulated. It is 9 per cent of $167 
million, as you will see from the report, 
whereas the actual loans approved were $113 
million. In other words, the program against 
which we made the loans of $113 million 
totalled $167, and 9 per cent of that is for 
either restoration or increase of working 
capital. In many cases the restoration would 
have been against depletion caused by capi
tal expenditures.

The Acting Chairman: Would it be satis
factory if the witness gets the answer to your 
question, which will be sent to you and also 
to me, as chairman of the committee?

Senator Carter: Yes, Mr. Chairman.

Senator Pouliot: Mr. Chairman, . ..
The Acting Chairman: Senator Pouliot, I 

have quite a list of senators who wish to ask 
questions ahead of you.

Senator Pouliot: Well, Mr. Chairman, 1 
have just one question...

The Acting Chairman: Would you like me 
to put you at the bottom of the list?

Senator Pouliot: No, Mr. Chairman, but I 
will tell you...
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The Chairman: Will the other honourable 
senators allow Senator Pouliot to go ahead of 
them?

Hon. Senators: Agreed.
Senator Pouliot: No, Mr. Chairman, I do 

not want to do that, but I will tell you what I 
wanted to know, and then, if the witness is 
kind enough to answer later, that will be all 
right. It is the relations between the Industri
al Development Bank and the Department of 
Trade and Commerce of the Province of Que
bec. I am not in a hurry.

The Acting Chairman: If it is a question 
that can be easily answered, if the other 
senators would be willing...

Senator Pouliot: I do not want to go ahead 
of anyone.

The Acting Chairman: Senator Cook?
Senator Cook: There is no restriction on 

the security the bank can get, first?
Mr. Beattie: No, I do not think so, except 

the limitations of our physical capacity to 
look after it.

Senator Cook: When you make a non-cur
rent loan at a high rate, are you able to 
lrnpose any penalties against early repayment 
°f a loan?

Mr. Beattie: Well, we do not like to call it 
a “penalty.”

Senator Cook: Restrictions?

Mr. Beattie: No. This is the point, there is 
no restriction on early repayment, but when 
the repayment takes place in the early years 
°f the loan we do charge an indemnity, the 
Purpose of which is to help cover the cost of 
nrvestigation, because the I.D.B. does not 
charge any investigation fee or any other 
kind of fee to the borrower for putting the 
loan on its books. It engages in an act of 
faith, if you like, which in many cases 
to volves a lot of expense, and charging a 
Prepayment fee is almost a universal prac
tice among mortgage lenders where they do 
Permit prepayment at all. Many do not allow 
lt in the very early years, but where it is 
Permitted it is almost invariable that they 
charge some kind of a fee for this privilege.

Senator Cook: But you do permit prepay- 
ment at any time?

Mr. Beattie: We do permit prepayment. We 
do charge an indemnity within the first five 
or six years.

Senator Cook: Does the bank at the same 
time insist upon a share of the equity? When 
they lend mnoey to a concern which they 
feel has promise, do they make it a condition 
of the loan that the company must sell the 
bank some of its equity stock?

Mr. Beattie: We do on very rare occasions, 
and this is almost entirely confined to the 
very large loans. In that connection, it oper
ates a bit in the same way as the higher 
interest rate. It helps us to assure ourselves 
that the enterprise concerned cannot get the 
money elsewhere on reasonable terms and 
conditions, as is specified in the act.

Senaior Cook: Sometimes you are kind of 
hard to love.

Mr. Beattie: We do not do this very fre
quently. I would say the number of cases in 
which we have held equity out of the 14,000 
odd borrowers to whom we made loans 
would not be more than 40 or 50, and they 
relate almost entirely large or even very 
large loans.

Senator Molson: I would like to ask just 
three short questions, Mr. Chairman. I would 
like to refer to the balance sheet. There are 
only a couple of minor points here. In the 
balance sheet of the I.D.B. the reserve fund 
is the fund which in the case of a chartered 
bank is called the rest account.

Mr, Beattie: It is undistributed net income.
Senator Molson: In the case of this bank 

the loan ratio is extraordinarily high, but this 
is because you have no deposit liabilities?

Mr. Beattie: That is right, we have no 
liabilities to the public.

Senator Molson: So, there is no reason why 
it should not be as high as it is, for that 
reason?

Mr. Beattie: No, the sole business of the 
bank is to make loans with particular refer
ence to small business. The term of the bor
rowing that the I.D.B. does from the Bank of 
Canada, or perhaps at some future time from 
the market, would be geared to the average 
maturity of its loans, so you would have an 
equivalence between your assets and liabili
ties so far as the term of maturity is 
concerned.
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Senator Molson: Two other questions. Have 
you specific reserves set up against loans? I 
do not see any charge in the income and 
expense account. The chartered banks, we 
know, have specific reserves, but I assume 
you have not.

Mr. Beattie: A reserve for loans, that is the 
third-last item on the liability side, would 
correspond to the reserves a chartered bank 
or trust or loan company would set up. That 
now amounts to $7£ million.

Senator Molson: But those being in round
house figures probably are not specific re
serves.

Mr. Beattie: They are not allocated to spe
cific, individual accounts, because our ex
perience has been—and I am sure this is 
true of any lending institution—that quite a 
few of the losses actually incurred you do 
not perceive until a few months or weeks 
before they happen, but you know always 
you have an exposure to losses in accounts 
where things may look perfectly all right at 
the moment. One of the things you have to 
allow for is the development of unfavourable 
conditions in the economy generally, although 
recently not so much of that, but particularly 
in individual industries, and sometimes these 
things can happen rather quickly.

Senator Molson: If you have a specific 
account, which must occur fairly frequently, 
which becomes doubtful, do you allocate 
your reserve as a result of that, or do you 
always deal in general reserves?

Mr. Beattie: We make a very careful 
examination of all the accounts on the books 
twice a year, to separate out the ones which 
on various criteria could be regarded as 
unsatisfactory, and try to estimate the losses 
that we can foresee in that particular 
account; but we do not regard that as the 
whole story, because, as I have just men
tioned, many of the losses you actually 
incur you are not able to foresee very far in 
advance of the time the development occurs 
that crystallizes the loss. The $7 it million is 
general, but it is made after a very careful 
examination of all the analyses you can 
make of accounts that are in arrears or in 
which there are other unsatisfactory develop
ments occurring. It is a very businesslike 
procedure, I assure you, in setting up that 
reserve for losses.

Senator Molson: I do not question that. 1 
am simply pointing out that the method is a 
little different from that of the chartered 
banks in this regard.

Mr. Beattie: Yes. I am not familiar with 
how they would go about it.

Senator Molson: They would have a spe
cific reserve on accounts that go from good to 
questionable for any one of the reasons you 
mentioned, and this would be in addition to 
the general reserves for loans. There is a 
slight difference in that respect.

Mr. Beattie: I see. Out of the $7.5 million a 
certain amount is notionally allotted to spe
cific accounts, but there is a margin above 
that which we feel should be kept. As I 
mentioned before, this $7.5 million, as a ratio 
of the total amount we have outstanding 
plus the undisbursed commitments, is, I think 
1.9 per cent, which is lower than that which 
lending institutions who are in perhaps less 
risky business than we are, can carry. I sus
pect we would have a higher ratio if we 
had been able to generate a higher net 
income—if the costs of investigation had not 
proved to be fairly heavy.

Senator Molson: I have just one other 
question, Mr. Chairman. Does the bank ask 
for any offsetting balance in any case?

Mr. Beattie: No. Perhaps I should elaborate 
on that a little bit. We do not really perform 
any services for the client other than making 
him a mortgage loan. We do not cash his 
cheques, or look after his clearings, or per
form all of the various services that a char
tered bank customer naturally expects to have 
supplied to him. It is purely a lending propo
sition, and the interest rate is the sum total 
of the charge he has to pay.

Senator Lang: My question arises out of a 
remark Mr. Beattie made previously. I have 
a suspicion that the general unpopularity of 
the I.D.B.—and I do not think I overstate 
it—amongst the borrowing public in Canada 
may be attributable to the fact that it is not 
equipped to make loans under what normally 
would be a section 88 security, but is in the 
rather fortunate position, by virtue of its 
system, of making loans on fixed securities- 
If that is the case, why would not the bank 
extend greatly the facility of its credit 
through guaranteeing a normal section 88 
loan at a normal chartered bank, and let that 
bank service that loan? In other words, why
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can it not create a branch system underneath 
the normal banking branch system? I would 
suggest that if this was your practice a lot of 
the criticism directed towards the I.D.B. by 
the borrowers would disappear.

Mr. Beattie: Well, as I say, we have in a 
few cases guaranteed chartered bank loans, 
but for that, of course, we would have to 
charge a fee which presumably the borrower 
would have to pay. He is not usually very 
enthusiastic about that.

But, I think the main reason why we have 
not done very much of this business is 
because the country is pretty well supplied 
with chartered banking service—that is, a 
Working capital lending service. The branch 
system is very widespread. There is a good 
deal of competition between banks for this 
kind of business.

Certainly at the time that the Industrial 
Development Bank was set up back in 1944 it 
Was thought that if there was a gap in the 
amount of financing available to small busi
nesses then it was very much more noticea
ble in the field of medium term loans and 
mortgage loans than it was in the case of 
working capital accommodation. I think there 
must be comparatively few areas or lines of 
business that are not pretty well serviced by 
the chartered banking accommodation.

Now, we are willing to consider proposi
tions of this sort, and we have engaged in 
some of them, but our experience has been 
that normally a credityworthy borrower can 
Set his loan from the chartered bank—that 
is> his working capital loan—without paying 
Us an additional fee to guarantee it.

The Acting Chairman: But if he is turned 
down by the chartered bank, does the char
tered bank know that the Industrial Develop
ment Bank might be prepared to step in on 
the basis that Senator Lang has mentioned?

Mr. Beattie: Yes, they do know that. We 
spoke about this when we appeared before 
the Porter Commission. This is certainly a 
matter of public knowledge. As I say, we 
have engaged in enough cases of this sort so 
that many of the banks would know that we 
actually do it on occasion. It is a matter of a 
demand for our service rather than our will- 
mgness to supply it.

Senator Rattenbury: My question, Mr. 
Chairman, concerns the time limit on loans.
s there a time limit for repayment?

Mr. Beattie: Yes, there is always a term to 
the loan, and the loans are all payable usual
ly by months through the year, but in the 
case of a very seasonal business there will be 
a moratorium during the off season. But, the 
repayment schedule is made up in such a 
way that it should be within the capacity of 
the business to meet it. We feel it is desirable 
to have payments coming in currently 
because that keeps the man on his toes, and 
it also gives us an idea of whether anything 
is going wrong quite early in the game. If 
something is going wrong we can go and 
have a look at it, and do what we can to help 
the man to correct it.

Senaior Raitenbury: Is there a time limit 
on the number of years within which it must 
be paid?

Mr. Beattie: There is no absolute limit to 
the term. The normal term would range 
between five and ten years, but we have 
certainly made loans for as long as 15 years. 
There is no theoretical or prescribed limit. 
There is no absolute outer limit at all. It is a 
matter of judgment in respect of each 
individual account.

Senator Rattenbury: I recall one instance 
down in my province of New Brunswick 
several years ago, and I wondered whether 
there has been a change in the policy. Sever
al years ago a very old and well-established 
firm in New Brunswick, and one of the bet
ter firms in the field, approached your bank 
for a loan of $500,000. I understand the loan 
was approved, but it had to be repaid in ten 
years. The firm in question said: “Well, we 
cannot repay it in ten years because the 
interim payments will be too steep for us.” 
So, on this basis, I understand, the loan was 
refused, and the firm in question went to the 
market place with a bond issue which was 
snapped up just like that, because of their 
record of being good operators of the busi
ness. But, the term is still five or ten years; is 
that right?

Mr. Beatlie: I am not familiar . . .

Senator Rattenbury: The bank itself was 
criticized at that time for turning this par
ticular firm down. They had such a high 
reputation.

Mr. Beattie: Well, the fact that it was able 
to put out a market issue is proof that they 
were outside our constituency under the law. 
But, I dare say one of the considerations
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might have been that the business was capa
ble of paying oft a loan from the I.D.B. in ten 
years, and it was our judgment that it would 
be desirable for them to do so. It really 
would not be proper, I think, for the I.D.B. to 
make a very long term loan to a business 
which did not need that long a term in rela
tion to its cash flow.

Senator Rattenbury: If the firm in question 
did need it from the I.D.B. However, I have 
another question following on from Senator 
Carter’s remarks on Newfoundland, and to a 
great extent a similar situation applies in 
New Brunswick. One of the criticisms I fre
quently hear from prospective borrowers is 
that a person looking for a loan for assist
ance from the I.D.B. needs the services of a 
lawyer—of course, it is good for the law
yers—and a chartered accountant to prepare 
the submission for the loan. Is there any 
easing of that situation now from what it 
used to be? Quite frankly, I do not have as 
many of these questions put to me now as I 
did.

Mr. Beattie: I do not think it is necessary 
to have a lawyer or a chartered accountant 
to prepare the submission, but if an applica
tion is to be considered and approved we 
would certainly need accounting statements 
to be able to judge the creditworthiness of 
the business.

not necessary in putting forward the 
application.

Senator Rattenbury: But it does happen 
frequently, does it not? Or are you aware 
that it does?

Mr. Beattie: It sometimes does. If a lawyer 
is one of the directors or very close to the 
business he may be the man who can most 
easily do it, but there is no requirement on 
our part.

Senator Cook: He may be helpful at all 
stages.

Senator Molson: They always get their cut.

Senator Rattenbury: I do not know if you 
have the answer to this question, which is a 
matter of interest to me personally. I notice a 
paucity of loans to do with the construction 
industry. Is the reason for that because of 
the high risk, or is it lack of applications?

Mr. Beattie: I was not aware that there 
was a paucity. I know I see loans to con
struction companies going through week by 
week. In the last fiscal year 130 loans were 
made for a total of $5 million.

Senator Rattenbury: It is page 6.
Mr. Beattie: I am sorry. I am looking at 

pages 16 and 17.

Senator Rattenbury: Your investigators 
could not do that for you in the case of a 
small business for a small loan?

Mr. Beattie: Every business really needs to 
have some kind of accounting system.

Senator Rattenbury: But every business 
cannot pay a chartered accountant.

Mr. Beattie: They need some kind of 
accounting system to keep track of what is 
happening. Cases where accounting state
ments are not available are increasingly rare, 
I think. We do not require the accountant to 
come along to make the submission. Presum
ably, and desirably, the head of the business 
knows enough about his business to be able 
to do it much better than an accountant.

Senator Rattenbury: I would think so.

Mr. Beattie: If you are taking mortgage 
security it has to be drawn by a lawyer to be 
valid, but that is the only extent to which the 
use of a lawyer is necessary. It is certainly

Senator Rattenbury: “Detailed classifica
tion of loan approval by type of business.”

Mr. Beattie: I think that is a percentage of 
the total, but the absolute figures are given 
on page 17, near the middle of the table, 
where you see that for the last six fiscal 
years the number of loans has ranged front 
117 to 159; it was 130 last year; the amount 
has ranged from $3.9 million to $6.6 milli°n’ 
and it was $5 million last year.

Senalor Rattenbury: I had overlooked that 
table. Thank you, Mr. Beattie.

Senalor McDonald: I notice that there are 
no directors of your bank for the Province of 
Saskatchewan. It is the only province in 
Canada that does not have a director.

Mr. Beattie: This is the result of circum
stances. Mr. Arthur Child, when he was 
appointed a director of the Bank of Canada 
and the Industrial Development Bank, vva^

later
this

resident in Saskatoon, but about a year 
he moved to Calgary. I might say in 
regard that the nature of Mr. Child’s nevr
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connection is such that he travels a great 
deal in the Province of Saskatchewan and is 
still very familiar with conditions there.

Senator McDonald: I know Mr. Child per
sonally, and know him very well. It is about 
two years since Mr. Child went to Calgary, 
and with all due respect I think that the 
Province of Saskatchewan is entitled to a 
director who lives and works in the Province 
of Saskatchewan. It is my hope that this 
situation can be changed. There are people in 
Saskatchewan who would very much like to 
have access to a director. When there is no 
director living in the province this is not 
Possible, and I would very much like to see a 
change made so that our people who are 
interested would have access to a director 
without having to trouble to go to Calgary, 
Winnipeg or some other part of Canada. I 
hope that you will make representations to 
the powers that be.

Mr. Beattie: The Governor in Council 
appoints the directors of the bank under the 
act. The term of our directors’ appointment is 
three years.

Senator McDonald: When your bank has 
approved a loan and in the interval the bor
rower has decided he does not need the 
funds immediately, is any charge imposed by 
your bank, a surcharge?

Mr. Beattie: Yes, in some cases, particular
ly with the larger loans. If the applicant has 
had his application approved, has accepted 
the loan and later cancels, a commitment fee 
°f two per cent or a minimum of $50 is 
charged. This is to recompense us for 
the work we have done which will bring no 
revenue at all. Going beyond that, when a 
l°an is approved a target date by which the 
disbursement will have taken place is set; it 
Will be quite a number of months after the 
approval date, because it takes time to take 
the security and get all the details of the 
security ironed out. It will normally be four, 
®Ve or six months. If the security has not 
been completed or the disbursements have 
n°t been made by that date, then a standby 
eharge at the rate of two per cent per annum 
is made after that time. Normally the fact 
that a loan has not been disbursed is really 
attributable to the borrower; usually it arises 
out of delay in providing the security. Again 
“e I'D.B. is carrying a commitment without 

Setting any return on it.
27673—2

The Acting Chairman: This is a flat 
charge?

Mr. Beattie: It is a percentage charge on 
undisbursed commitments over $25,000 out
standing from time to time.

Senator McDonald: Suppose you have 
made a loan and have a mortgage on the 
land and equipment, you find the loan has 
gone bad and you want to close it out, you 
foreclose and dispose of the land and equip
ment. If you get a price much in excess of 
the balance of the loan owing what happens 
to the difference? Suppose you have made a 
loan of $250,000 and sell the security out for 
$500,000, what happens to the balance of 
$250,000, the profit?

Mr. Beattie: I do not think such a case has 
ever happened.

Senator McDonald: You have one that is 
going to happen.

Mr. Beattie: If that is the case surely the 
borrower ought to sell the property first.

Senator McDonald: He is in a position 
where he cannot sell because of other 
indebtedness.

Senator Cook: He had better have a 
lawyer.

Senator Raitenbury: Are you working hard 
this morning?

Senator McDonald: That is why he is in 
trouble. Is there any provision? You have 
had no experience in this area?

Mr. Beattie: I do not think the problem has 
come up yet. I could not give a categorical 
answer.

The Acting Chairman: Where it is done 
under a power of sale or closure.

Senator Flynn: The surplus will be limited 
to the borrower. If the bank takes the prop
erty, either by way of donation or payment, it 
is entitled then to keep the surplus. It might 
not be in all fairness, but they might legally 
do it.

Mr. Beattie: I cannot recall a case where 
we have taken over the property and have 
not had to make a write-off in the end.

Senator McDonald: That is normal.

The Acting Chairman: Senator Flynn is 
next. Senator Pouliot has left his questions
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with me. Senator McCutcheon has had ques
tions and he is not here. Perhaps they should 
be put in some way to the witness.

Senator Flynn: My first question is supple
mentary to that by Senator Carter. The 
I.D.B. is considered as a bank of last resort, 
that is, when other sources are not available. 
Would you say it should be so, where other 
sources are not available, that is when the 
chartered banks have no facilities, such as in 
isolated areas, without such facilities as you 
find elsewhere?

Mr. Beattie: In such areas of course by 
definition we would be still less capable of 
being adequately represented. We do have 
people who make trips periodically into such 
areas, including the Yukon and the North
west Territories, and we have a certain 
amount of business there. I think it is fair to 
say that in very remote areas of that sort, as 
well as in designated areas or areas of slower 
growth, our people do try even harder to find 
a basis for making a loan, than would nor
mally be the case. They try very hard to deal 
with this.

Senator Flynn: The answer is yes, you try 
to supplement in the isolated areas?

Mr. Beattie: As best we can, with the 
physical resources we have.

Senator Flynn: My second question is this. 
How do your losses compare with the losses 
of chartered banks, proportionately?

Mr. Beattie: I am afraid I cannot answer 
that question offhand—partly because I am 
not sure that I would have equally compre
hensive information about what the char
tered banks losses have been as compared 
with ours.

The record of losses is on page 28 of our 
annual report. Have you a copy there, Sena
tor Flynn? You will see, about two-thirds of 
the way down the page, a figure for bad 
debts written off. We do not write debts off 
until we have made an awfully hard try to 
recover the situation and allow the original 
owner to go along with the business and 
eventually make a success of it.

Senator Flynn: My question really was 
whether the bank was making too much 
money in the light of its purpose, to be a 
bank of last resort. Do you figure that you 
are accomplishing generally what you were 
created for?

Mr. Beattie: All I can say is that I think 
we are operating about as close to the wind 
as we should, bearing in mind that we are 
expected to be self-supporting. The act, and 
the discussion in Parliament at the time the 
act was passed, indicate the intention that 
the bank would not be drawing on Govern
ment funds, that it would earn enough to 
cover its losses. As I say, the reserve for 
losses that we have set up, of $71 million, is 
appreciably less as a percentage than the loss 
which the chartered banks or federal trust or 
loan companies are empowered to set aside, 
under their legislation. If we were to take on 
business that was virtually certain to throw 
off much greater losses, I think we would 
need to have a larger spread between the 
lending rates and the borrowing rates. Virtu
ally all our income is going into reserve for 
losses, and in my opinion the reserve for 
losses is not excessive.

The Acting Chairman: You have no profit 
tax and you pay no dividends?

Mr. Beattie: That is right. We are not sub
ject to income tax and we have paid no 
dividends.

The Acting Chairman: If you tried to pay 
dividends, the picture would in effect show 
no profit on the operation?

Mr. Beattie: The taxes payable would be 
pretty small, if we had the same leeway to 
charge off provision for losses that private 
lenders have. There would be very little left.

The Acting Chairman: There is an indirect 
subsidy in the operation, to the extent that 
there is no dividend?

Mr. Beattie: The dividend on the capital 
or the return on the capital, is low; but a ful| 
rate, comparable to the market rate, is paid 
on the borrowings, the debenture borrowings 
of the I.D.B.

The Acting Chairman: If I may paraphrase 
Senator McCutcheon’s question—I think Mr- 
Beattie is familiar with what Senator 
McCutcheon said—the senator wishes to 
know whether the large increase in the capi' 
tal, or at least in the borrowing and lending 
ability of the bank, might infer a change in 
lending policy—either by making more 
risk loans or perhaps by going into a fie^ 
that was more normally the field i°r 
ordinary banking—that the broadening oi 
this field might result in a greater number o
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loans. He would ask if that is one purpose of 
the increase in the ability of the bank to 
have funds for lending purposes.

Is that what was in Senator McCutcheon’s 
mind—in regard to the very substantial 
increase at the present time? Does it fore
shadow any change in the pattern of 
lending?

Mr. Beattie: Not so far as I am aware— 
subject to the comment I made earlier, that 
we are continuously experimenting at the 
margin of risk in the business we are in now. 
We are steadily trying to take on slight addi
tional degrees of risk, getting our loans out, 
seeing how it works and, if it works, pushing 
a little more. There is a process of a gradual 
extension of risk, but that has been going 
°n for fifteen years at least, and there is no 
radical change there.

As for competition with private lenders, we 
me debarred from that by the act and we 
take that limitation or inhibition very seri
ously and try to implement it very 
conscientiously.

Senator Rattenbury: Mr. Chairman, would 
a motion to report the bill be in order?

The Acting Chairman: Just a minute, with 
your indulgence. There is Senator Pouliot’s

question, which he left with me: “Are there 
any relations between the Industrial Devel
opment Bank and the Department of Trade 
and Commerce of Quebec?” And, secondly: 
“If so, what are they?”

Mr. Beattie: There are no official relations, 
I am sure. In the case of the federal Depart
ment of Trade and Commerce, the deputy 
minister is a member of the board of the 
I.D.B., but we have no direct official rela
tions with the Quebec department. We are 
always anxious to keep in contact with them, 
and, if they have any customers that they 
think are eligible for and need the services 
of the I.D.B., we are always glad to have 
that information, and, if there is any indus
trial information that they can give us about 
conditions in Quebec, we are happy to have 
that too. We would like to have just as close 
a working relationship with them as pos
sible, but there is nothing official or pre
scribed about it.

The Acting Chairman: Thank you, Mr. 
Beattie, on behalf of the committee for your 
usual good information. Shall we report the 
bill without amendment?

Hon. Senators: Agreed.
The committee adjourned.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Monday, 
November 6th, 1967:

“Pursuant to the Order of the Day, the Senate resumed the debate 
on the motion of the Honourable Senator Carter, seconded by the 
Honourable Senator Basha, for the second reading of Bill S-22, inti
tuled: “An Act to prohibit the sale and advertising of hazardous sub
stances, to amend the Food and Drugs Act and the Narcotic Control 
Act and to make a consequential amendment to the Criminal Code”.

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 Carter moved, seconded by the Honourable 

Senator McGrand, that the Bill be referred to the Standing Committee 
on Banking and Commerce.

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

J. F. MacNEILL, 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Wednesday, January 24th, 1968.

(23)
Pursuant to adjournment and notice the Standing Committee on Bank

ing and Commerce met this day at 9.30 a.m.

Present: The Honourable Senators Hayden (Chairman), Beaubien (Bed
ford), Blois, Fergusson, Gershaw, Irvine, Leonard, MacKenzie, Macnaughton, 
McDonald, Molson and Thorvaldsen—(12).

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

After discussion, and on motion of the Honourable Senator Molson it was 
Resolved that the Committee report as follows:

Your Committee recommends that the witnesses, who, upon request of 
the Committee, appeared and gave evidence before it at the meeting held on 
Wednesday, December 6th, 1967, to consider Bill S-21, “An Act to amend the 
Food and Drugs Act”, be paid fees and expenses as follows: Dr. L. P. Solursh 
$161.50 and Dr. E. F. W. Baker, $200.00.

Bill S-22, “Hazardous Substances Act”, was further considered.

The following witnesses were heard:
Department of National Health and Welfare:

Dr. R. A. Chapman, Director-General, Food and Drug Directorate.
J. D. McCarthy, Legal Adviser.

Canadian Paint Manufacturers Association:
Eric Barry, Executive Vice-President.
J. M. Coyne, Q.C., Parliamentary Counsel.

Amendments:
After discussion, amendments were made to clauses 2, 3, 4, 13 and 14, 

and to items 2 and 3 of Part I of the Schedule, which amendments fully 
appear by reference to the Report of the Committee immediately following 
these Minutes.

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

At 10.55 a.m. the Committee adjourned to the call of the Chairman.

Attest:
Frank A. Jackson,

Clerk of the Committee.
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REPORT OF THE COMMITTEE

Wednesday, January 24th, 1968.

The Standing Committee on Banking and Commerce to which was re
ferred the Bill S-22, intituled: “An Act to prohibit the sale and advertising 
of hazardous substances, to amend the Food and Drugs Act and the Narcotic 
Control Act and to make a consequential amendment to the Criminal Code”, 
has in obedience to the order of reference of November 6th, 1967, examined 
the said Bill and now reports the same with the following amendments:

1. Page 1, line 10: Immediately after “disposition” insert “to the general 
public”.

2. Page 2: Strike out clause 3 and substitute therefor the following:
“3. (1) No person shall advertise or sell a hazardous substance in

cluded in Part I of the Schedule.
(2) No person shall advertise or sell a hazardous substance included 

in Part II of the Schedule except as authorized by the regulations.
(3) Every person who violates subsection (1) or (2) is guilty of
(a) an offence and liable on summary conviction to a fine of one 

thousand dollars or to imprisonment for six months or to both 
fine and imprisonment; or

(b) an indictable offence and liable to imprisonment for two years.

(4) A prosecution under paragraph (a) of subsection (3) may be 
instituted at any time within twelve months after the time when the 
subject matter of the prosecution arose.”.

3. Page 2: Strike out clause 4 and substitute therefor the following:
“4. (1) The Minister may designate as a hazardous substance in

spector any person on the staff of the Department of National Health 
and Welfare who, in his opinion, is qualified to act as an inspector.

(2) A person designated an inspector pursuant to subsection (1) 
shall act for such time as he is employed in the Department of National 
Health and Welfare or for such time during the period of such employ
ment as the Minister may specify.”.

4. Page 7: Strike out clause 13 and substitute therefor the following:
“13. This Part does not apply to any substance or article that is
(a) an explosive within the meaning of the Explosives Act;
(b) a cosmetic, device, drug or food within the meaning of the Food 

and Drugs Act;
(c) a pest control product within the meaning of the Pest Control 

Products Act; or



(d) a prescribed substance within the meaning of the Atomic Energy 
Control Act.”.

5. Page 7: Strike out clause 14 and substitute therefor the following:
“14. Subsection (2) of section 3 shall come into force on a day to be 

fixed by proclamation.”.

6. Page 8: Strike out items 2 and 3 of Part I of the Schedule and sub
stitute therefor the following:

“2. Furniture, toys and other articles intended for children, painted with 
a liquid coating material containing lead compounds of which the 
lead content (calculated as lead) is in excess of 0.50 per cent of the 
total weight of the contained solids, including pigments, film solids, 
and driers.

3. Liquid coating materials and paint and varnish removers for house
hold use having a flashpoint of less than 0°F as determined by 
method 3.1 of Specification l-GP-71 of the Canadian Government 
Specifications Board.”.

All which is respectfully submitted.

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

EVIDENCE

Ottawa, Wednesday, January 24, 1968.

The Standing Committee on Banking and 
Commerce, to which was referred Bill S-22, 
to prohibit the sale and advertising of hazard
ous substances, to amend the Food and Drugs 
Act and the Narcotic Control Act and to make 
consequential amendment to the Criminal 
Code, met this day at 9.30 a.m. to give further 
consideration to the bill.

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

The Chairman: I call the meeting to order.
We have before us this morning Bill S-22, 

and this is a continuation of our consideration 
of this bill. There were distributed to you 
yesterday the proposed amendments, and I 
should tell you that these amendments rise 
out of submissions that were made to this 
committee, particularly by the Canadian 
Paint Manufacturers Association. They were 
consulted in connection with the form and 
substance of the amendments. I understand 
that they are satisfactory, but some of the 
representatives are present this morning and 
if they have anything further to say then we 
can hear them.

Before we get down to that item of busi
ness I should like to mention that on the last 
day of the hearings in connection with Bill 
S-21—the LSD bill, as we referred to it—we 
heard two doctors from Toronto who came 
here to clarify—I will not use any other 
word—the atmosphere that was present after 
the hearings we had on the previous occasion 
with some other witnesses. We invited these 
doctors to come. It was not a case of their 
asking to come. We have now received 
accounts from them in respect of their fees 
and disbursements, and a resolution of this 
committee is necessary in order that those 
accounts be paid. The doctors were Dr. L. P. 
Solursh and Dr. E. F. W. Baker, and it is 
Proposed that we report to the Senate as 
follows:

Your committee recommends that the 
witnesses who, upon request of the com
mittee, appeared and gave evidence 
before it at the meeting held on Wednes
day, December 6th, 1957, to consider Bill

S-21, “An Act to amend the Food and 
Drugs Act”, be paid fees and expenses as 
follows:

Dr. L. P. Solursh $161.50
Dr. E. F. W. Baker $200.00
All of which is respectfully submitted.

Is it agreed that the committee makes this 
report to the Senate?

Hon. Senators: Agreed.

Senator Leonard: I suppose we cannot get 
OMSIP to pay for this?

The Chairman: No, I do not think so.

Senator Macnaughton: As a matter of inter
est, Mr. Chairman, do we not have a general 
authority to pay this money under the rules 
of the committee?

The Chairman: With respect to the standing 
committees the answer is no, but with respect 
to special committees then the answer is yes. 
We, being a standing committee, will have to 
incorporate it in a report to the Senate.

Senator Thorvaldson: Were those the gen
tlemen who came from the United States?

The Chairman: No, they were the ones who 
followed the gentlemen from the United 
States, if you see the difference and distinc
tion I am making.

Senator Molson: Mr. Chairman, we are 
empowered to call them and to incur this 
expense, but then we must have the expense 
authorized?

The Chairman: Yes, although you must 
remember that in practice there have been 
very few occasions upon which we have 
actually called a witness in the sense that we 
have asked him to come and give evidence. 
All we have done is to invite groups of people 
who have expressed an interest, or people we 
thought might be interested, saying that the 
committee will be sitting on such and such a 
date, and if they wish to make any presenta
tion or to be heard then the committee is 
prepared to hear them. But, that is different 
from inviting them to attend to deal with a 
particular situation, and that is what we did 
in this case. We invited these two doctors.
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Hon. Senators: Agreed.

The Chairman: Now, getting back to Bill 
S-22, Dr. R. A. Chapman and Mr. J. D. 
McCarthy from the Department of National 
Health and Welfare are present, and I would 
ask them to come forward. The members of 
the committee have copies of the amendments 
that have been proposed, and as we go 
through them I will ask these two gentlemen 
to explain their purposes.

The first amendment proposed is to line 10, 
page 1 of the bill. Do you want to deal with 
this, Dr. Chapman?

J. D. McCarthy, Legal Adviser, Food and 
Drug Directorate, Department of National 
Health and Welfare: This change is made 
because it was deemed advisable to confine 
the control of advertising of a hazardous sub
stance to instances where sale was intended 
to the general public. There are many cir
cumstances under which the substances pass 
back and forth within the trade, which it was 
not intended to control in this way. It was the 
effect on the general public that was desired 
to be controlled by the additional words “to 
the general public”.

The Chairman: If you look at clause 2 (a) 
you see the definition of “advertise”. All that 
is done is to add the words “to the general 
public” after the word “disposition”?

Mr. McCarthy: That is right.

The Chairman: Senator Molson, I am sure 
you will find this definition of “advertise” 
very interesting in regard to the use of the 
word “promoting”, having regard to certain 
things that were said when we were consider
ing Bill S-21.

Senator Molson: I do find it very interest
ing. I am also a little puzzled as to why it was 
impossible to define this sort of thing in Bill 
S-21, whereas apparently it is quite easy to 
define it in Bill S-22.

The Chairman: Apparently the simple way 
is to say “promoting directly or indirectly”. I 
cannot imagine anything broader than that.

Senator Molson: It is very interesting.

The Chairman: However, we will be watch
ing for it next time.

Senator Leonard: Perhaps the witness 
might like to make a comment on that.

The Chairman: Mr. McCarthy was the wit
ness last time who expressed concern about 
the problems that might arise if we used the 
word “promote” in the amendment suggested 
to Bill S-21. Mr. McCarthy, would you like to 
add something now in relation to its use here 
in this bill?

Mr. McCarthy: I am not sure that I would 
like to, Mr. Chairman.

The Chairman: Well, I am inviting you to.

Mr. McCarthy: In the other bill that we 
were discussing before, in my view anyway, 
it became very difficult to make an offence of 
promoting something unless you knew what 
“promoting” meant. This is not an offence 
here. The use of the word “promoting” here 
does not describe an offence, whereas it did 
in the LSD bill. This was basically our stum
bling block in the other case where, because 
you are creating a criminal offence in promot
ing, it was almost necessary to define it, if it 
could be done.

The Chairman: You offer an interesting 
explanation, Mr. McCarthy. I agree that in 
criminal law the offence would be clearly 
defined, but I would think there should 
be some clarity, and adequate clarity, where 
you are defining the limit or scope of adver
tising. Here you say “promoting directly or 
indirectly”, which is the broadest limit possi
ble, is it not? We do not have any particular 
definition of “promoting”, do we?

Mr. McCarthy: No, we do not here.

Senator Molson: I am a little puzzled too, 
because in clause 3, the offence clause, it says 
“No person shall advertise”, and “advertise” 
is dealt with in the amendment we are now 
discussing. I therefore do not quite follow the 
witness in that respect. It is an offence.

The Chairman: If you do what is contained 
in the definition of “advertise” in clause 2(a) 
and then come to clause 3, in relation to sub
stances included in Part I of the schedule it is 
an offence.

Senator Molson: Quite, which brings us 
back, if I may say so, full circle.

Mr. McCarthy: Oh no, I do not think so, 
with great respect, senator. I think the 
offence is advertising for the purpose of doing 
something. There was no advertising involved 
in the other instance. It was a case of 
promoting.
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Senator Molson: We did not include “ad
vertising” in the other bill. We could have 
had “advertising” but we were told it was not 
a wise thing to do.

Senator Leonard: I understand the other 
legislation will come back to us, although not 
immediately. Was there not something at 
which we were to have another look in a year 
or so?

The Chairman: No. You are thinking of 
amendments to the Canada Deposit Insurance 
Corporation bill.

Senator Leonard: That is right.

The Chairman: We tied that up in such a 
way that they will have to come back if they 
want to change the definition. I think we 
should add one of those little things on all 
these bills so that they will get back to us. 
We will be scheming to get you back on this, 
Mr. McCarthy. You have the explanation of 
the change to the first amendment proposed. 
Is that carried?

Hon. Senators: Carried.

The Chairman: The next amendment is on 
Page 2, to strike out clause 3 and substitute 
therefor the following:

3. (1) No person shall advertise or sell a 
hazardous substance included in Part I of 
the Schedule.

(2) No person shall advertise or sell a 
hazardous substance included in Part II 
of the Schedule except as authorized by 
the regulations.

(3) Every person who violates subsec
tion (1) or (2) is guilty of
(a) an offence and liable on summary con

viction to a fine or one thousand dol
lars or to imprisonment for six 
months or to both fine and imprison
ment; or

(b) an indictable offence and liable to 
imprisonment for two years.

(4) A prosecution under paragraph (a) 
of subsection (3) may be instituted at any 
time within twelve months after the time 
when the subject matter of the prosecu
tion arose.

The changes there are what, Mr. McCarthy?

Mr. McCarthy: The basic change is in 
dividing the offence described in the bill as 
now printed of advertising or selling a haz

ardous substance included in Part I of the 
schedule or, except as authorized under the 
authority of the regulations, in Part II, be
cause it became necessary to divide these 
two offences into two parts, namely two parts 
of the schedule. We divided it into two sub
sections, one of which would come into effect 
immediately on the passing of this bill. Sub
section (2), which had to do with Part II of 
the schedule, would be brought into effect on 
proclamation, because of the need for certain 
adjustments in the industry, and so on. In 
order to make these two effective dates dis
tinct it is necessary to break the offence down 
into two distinct parts, one relating to Part I 
of the schedule and one relating to Part II.

The Chairman: As you have broken it 
down, will you make it clear that a prosecu
tion under (a)—and that relates to Part I of 
the schedule?

Mr. McCarthy: Yes, sir.

The Chairman:—may be instituted at any 
time within twelve months. In other words, 
you have a statutory limit within which a 
prosecution may take place?

Mr. McCarthy: That is right, sir.

The Chairman: What have you done with 
respect to an offence under Part II of the 
schedule? You make it an offence to sell or 
advertise a hazardous substance included in 
Part II unless authorized by the regulations, 
and you can prosecute in relation to that at 
any time. Is that right?

Mr. McCarthy: After it becomes an offence. 
It would not become an offence until procla
mation, bringing that part into effect.

The Chairman: Are there any questions on 
that?

Senator Leonard: At the last meeting we 
did have some discussion on whether or not 
articles could be moved by regulation from 
Part I of the schedule to Part II of the 
schedule and vice versa. Is there any change 
in that? Is it clear that you can move the 
articles by regulation?

Mr. McCarthy: Yet, it is quite clear, sir. 
There is authority in the bill by order in 
council to add to or delete from either part of 
the schedule.
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The Chairman: In other words, you could 
cancel out an item in Part I and then put it in 
Part II?

Mr. McCarthy: That is right.

The Chairman: And you could also cancel it 
out in Part II and put it in Part I?

Mr. McCarthy: That is right.

The Chairman: All by order in council.

Senator Thorvaldson: That seems to be an 
amazing situation, that you can change an act 
by order in council.

The Chairman: You mean the sort of musi
cal chairs?

Senator Thorvaldson: Is that not rather 
unusual, to say the least?

The Chairman: Except that you are dealing 
in an area where you are discovering new 
applications for a product almost daily and a 
new application may make the use of it a 
more serious and hazardous thing, so that you 
might want to put it in Part I when it may be 
in Part II. Is that not right?

Mr. McCarthy: That is right, sir.

The Chairman: I agree that ordinarily 
being able to move things around by order in 
council within the scope of legislation should 
have definite limits.

Senator Thorvaldson: I am referring to the 
principle of being able actually to amend 
legislation by order in council, because that is 
the effect of it. I doubt yet if it would stand 
up in a court of law.

The Chairman: Let us not argue on this, 
because I am inclined to think it would, if 
Parliament says so. Would you care to com
ment on that, Mr. McCarthy?

Mr. McCarthy: There are many instances of 
this type of legislation generally in our food 
and drug legislation. The Food and Drugs Act 
has five or six schedules containing different 
lists of drugs referred to in different parts of 
the act. There is also, of course, the Narcotics 
Control Act, which has a schedule to which 
any of these schedules can be added or sub
tracted by order in council, as changing con
ditions dictate and as the scheme provides. It 
is the current view—which I must say I feel 
is reasonable—that it would be quite cumber
some if, every time a substance needed to be 
added or taken away from one of these

schedules, it was necessary to come back to 
Parliament and get the schedule changed.

Senator Thorvaldson: I think we quite real
ize that, sir, but it is the principle of this type 
of thing that we are talking about.

The Chairman: It is very wise that we 
should ring a bell and say: “Now, this is a 
special case you have made out: we do not 
accept this as a general principle in 
legislation.”

Is this amendment carried?

Hon. Senators: Agreed.

The Chairman: The next amendment is on 
page 2, to strike out clause 4 and substitute 
therefor the following:

4. (1) The Minister may designate as a 
hazardous substance inspector any person 
on the staff of the Department of Nation
al Health and Welfare who, in his opin
ion, is qualified to act as an inspector.

(2) A person designated an inspector 
pursuant to subsection (1) shall act for 
such time as he is employed in the De
partment of National Health and Welfare 
or for such time during the period of 
such employment as the Minister may 
specify.

What is the change there?

Mr. McCarthy: First of all, the clause has 
been divided into two parts, for convenience 
in drafting. In the first part a provision has 
been added that the person so appointed must 
be someone who, in the opinion of the minis
ter, is qualified to act as an inspector. This 
was not in there before.

Senator Leonard: I think this is the point 
which was raised by the trade witnesses who 
appeared before us—whether or not an 
inspector would be a qualified person. Pre
sumably this amendment is made to ensure 
that there would be a qualified person. My 
question is whether or not this amendment 
has been submitted to the witnesses who 
appeared, or the associations which were 
represented here, and whether those associa
tions have accepted this or have stated that 
they are satisfied.

Mr. McCarthy: I believe it is. Is that right?
Dr. R. A. Chapman, Director-General, Food 

and Drug Directorate, Department of Nation
al Health and Welfare: Yes.

The Chairman: Did you see this amend
ment, Mr. Coyne?
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Mr. J. M. Coyne Q.C. (Parliamentary Coun
sel. Canadian Paint Manufacturers' Associa
tion): This is not one of the points that our 
association made. I think it was made by the 
chemical people.

The Chairman: And they were in the dis
cussions on this.

Senator Thorvaldsen: I would like to 
remind you that I questioned, on second 
reading, the broadness of this section.

The Chairman: Yes, I know. Do you favour 
this qualifying provision?

Senator Thorvaldson: I agree with the 
change.

The Chairman: I would think it is a neces
sary change. Are you ready to approve the 
section?

Hon. Senators: Agreed.

The Chairman: It is approved.

The Chairman: The next amendment is in 
regard to clause 14, on page 7 of the bill. That 
clause reads at present:

This Part shall come into force on a 
day to be fixed by proclamation.

The amendment proposed is:
Page 7: Strike out clause 14 and substi

tute therefor the following:
“14. Subsection (2) of section 3 shall come 
into force on a day to be fixed by 
proclamation.”

What is the reason for this, Mr. McCarthy?

Mr. McCarthy: It is in order to direct that 
the prohibitions against sales, in respect of 
the items included in Part I of the schedule, 
Will come into force immediately—whereas 
those for which authorizing regulations will 
be made could be brought into effect on proc
lamation, when the necessary adjustments 
have taken place.

The Chairman: It is distinguishing between 
the portion of the bill coming into force on 
Royal Assent and the portion that comes into 
force by proclamation?

Mr. McCarthy: That is right.

The Chairman: After you have dealt with 
your regulations?

Mr. McCarihy: That is right.

The Chairman: Is the amendment carried?

Hon. Senaiors: Agreed.

The Chairman: The schedule on page 8 of 
the bill lists the products contained in Part I 
and in Part II. I think Mr. Coyne and his 
clients were here particularly in relation to 
these items. Is that right, Mr. Coyne?

Mr. Coyne: That is right.

The Chairman: And you have been over 
the changes proposed in this amendment?

Mr. Coyne: Yes, Mr. Chairman.

The Chairman: And you are satisfied with 
that?

Mr. Coyne: Yes, Mr. Chairman.

The Chairman: And I take it the Depart
ment in presenting these is satisfied with 
them?

Mr. McCarihy: That is right, sir.

The Chairman: Would you indicate what 
the changes are? I take it that all members of 
the committee have the amendments before 
them.

Dr. Chapman: Mr. Chairman and honoura
ble senators, after discussion with the 
Canadian Paint Manufacturers’ Association, 
we felt that this would be a more appropriate 
manner in which to list this item. You will 
note that we have changed from 0.1 per cent 
of the paint to 0.5 per cent of the total weight 
of the contained solids. It is now on a differ
ent basis, and we believe this is a more pre
cise basis.

Furthermore, in discussion with the 
representatives of the Canadian Paint Manu
facturers’ Association, we felt -that 0.5 on sol
ids basis was satisfactory from the commer
cial point of view; that is, it would protect 
the sale of legitimate products, but this level 
would not represent any hazard to health. 
Therefore, we proposed these changes.

The Chairman: It does broaden the descrip
tion as against what you had in Part I in the 
bill, where you have 0.1 expressed by weight 
of the lead oxide, that is, the content of the 
paint, the lead oxide in the paint?

Dr. Chapman: That is correct.

The Chairman: You have changed that to 
0.5 of the total weight of the substance, which 
includes more than the lead oxide?

Dr. Chapman: No, no. I am afraid it is not 
quite that, sir. It is now 0.5 per cent calculat
ed as lead, of the total weight of the solids;
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where previously it was 0.1 per cent of the 
paint. That is, 0.1 per cent of the paint would 
represent probably about 2.5 per cent of the 
solids.

The Chairman: I guess that must be all 
right, but somewhere along the road you have 
lost me a bit.

Senator Leonard: It is less restrictive than 
it was.

The Chairman: That is what I thought it 
was. Is that correct?

Dr. Chapman: That is correct, yes. Howev
er, it is not five times, because now we are 
expressing it on the solids rather than on the 
paint itself. In other words, converting it 
from the paint to the solids in the paint 
would bring it up to approximately 0.25, and 
we have now raised it to 0.5 because we felt 
that, after discussion with the industry, they 
require 0.5. We believe that this is a realistic 
figure and does not represent any hazard.

Senator Molson: What change does this 
effect in the toxicity level?

Dr. Chapman: It is extremely difficult to 
say in this particular case. It is obvious that 
you have to determine how much a child 
could ingest and how much a child could 
gnaw off a particular piece of furniture. So it 
is extremely difficult to know what would be 
the toxic level, but it is considered that below 
0.5 there would be no hazard.

Senator Leonard: And this again is agree- 
ble to the association which made representa
tions?

The Chairman: That is right. And this is 
the only change that is integrated in it?

Dr. Chapman: Under item 2, yes.

The Chairman: Under item 2. You also 
have a change under item 3. The amendment 
proposes to strike out items 2 and 3 and sub
stitute other words. We have dealt with the 
new item 2?

Dr. Chapman: Yes.

The Chairman: What have you to say 
about the new item 3?

Dr. Chapman: In discussions again with the 
representatives of industry we discussed the 
method which would be used to determine 
the flash point, and we have posted that the 
method be specified. I think this is very

desirable because otherwise it would not 
represent the precise figure. The method that 
we decided upon in consultation with 
representatives of industry was a method 
included in the specification l-GP-71 of the 
Canadian Government Specifications Board, 
and under these circumstances the flash point 
which we consider to be satisfactory would be 
zero degrees Fahrenheit.

The Chairman: Yes. A thought occurs to 
me, however, in respect of tying this determi
nation to specifications of the Canadian Gov
ernment Specifications Board. They change 
from time to time, do they not?

Dr. Chapman: Yes, it is possible that these 
do.

The Chairman: They can be changed, I 
take it, without coming to Parliament and 
getting legislation.

Dr. Chapman: That is correct. So that we 
are incorporating a formula here that is a 
variable. That is, the foundation may shift 
from time to time.

Senator Leonard: What is the purpose of 
the definition in the Canadian Government 
Specifications Board? Is it for a safety pur
pose that it is so defined in the Canadian 
Government Specifications Board methods?

Dr. Chapman: Well, sir, if you do not 
define the method, then the temperature that 
is indicated here would not be a precise 
figure, because it would vary depending upon 
the method employed.

Senator Leonard: What I am really direct
ing my question toward is that, if the 
specifications by the Canadian Government 
Specifications Board, were for some other 
purpose than safety, then they might be 
changed, whereas we are concerned only 
with safety. Now, are the specifications of the 
board directly for the purpose of safety?

Dr. Chapman: No, sir. But you will note 
that this reads that it is not less than zero 
degrees Fahrenheit as determined by the 
method specified by this particular 
specification.

Senator Leonard: If they changed the meth
od, as the Chairman suggested, might that 
affect the safety of the product?

Dr. Chapman: Well, if they changed this 
method significantly, it might alter this figure 
of zero degrees Fahrenheit.
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The Chairman: Well, senator, if we say this 
is the method, we are talking about the 
specifications as they now are; if they are 
changed, does this provision change with the 
change? We are referring to a particular 
wording and item and we say “as determined 
by method 3.1 of the Specification l-GP-71 of 
the Canadian Government Specifications 
Board”. That is a particular item as it stands 
at this particular time. I was asking before 
whether it was a variable and whether, when 
the board specifications changed, this would 
change, but on the language it would not 
appear to.

Senator Molson: It is a definition, is it not?

The Chairman: Yes.

Senator Molson: I mean 3.1 is really a 
definition.

Dr. Chapman: Yes, this is correct.

The Chairman: Then they really incorpo
rate that and no matter what happens to the 
Government Specifications Board afterwards 
this, in the form in which it appears in this 
amendment, is the way it continues.

Senator Molson: It would apply.

Mr. E. Russell Hopkins (Law Clerk and 
Parliamentary Counsel): It can change in any 
event. The Government can change the word
ing of the item at any time.

Senator Leonard: But the point is, does that 
change this bill?

The Chairman: Does that change the meth
od we have described for the determination 
°f the flash point, because the Government 
toay change the specifications?

Senator Leonard: In other words, do we 
need any words indicating: “As existing 
now”?

The Chairman: Or “As existing from time 
to time”. I would hate to give that kind of 
amendment, because that would really be get
ting back to the old “rover” position we had 
ln hockey years ago.

Senator Molson: If this were the method 3.1 
in the specifications as of this date, then, 
surely, if the specifications were changed, this 
method would still apply.

The Chairman: Perhaps we should find out 
what the point was that was raised by Mr. 
Coyne and his clients. What comments have 
you, Mr. Coyne?

Mr. Coyne: Mr. Chairman, I might call on 
Mr. Barry, the Executive Vice-President of 
the Association, who is with me and who is 
more competent to speak on this matter.

The Chairman: Would you come up here, 
Mr. Barry?

Mr. Eric Barry, Executive Vice-President, 
Canadian Paint Manufacturers' Association:
Mr. Chairman, honourable senators, we felt it 
to be important that some method be 
specified so that there would be an exact 
determination of flashpoint measurement. 
This does raise problems. There is no reason, 
I suppose, why the date of the specification 
could not be attached, or as an alternative, 
perhaps, the method could be specified by 
regulation.

The Chairman: Well, if you said, “as of the 
date of the coming into force of this act,” 
then no matter what changes were to take 
place in the specifications this would be 
frozen.

Mr. Barry: The specification l-GP-71 is a 
specification defining the test methods to be 
used for testing other paint specifications 
issued by the Canadian Government 
Specifications Board, and the particular test 
referred to in method 3.1 is internationally 
accepted. It is similar to a test put out by the 
American Society for Testing and Materials. 
Their test is E-134, and is sometimes called the 
Pensky-Martens closed cut test. But there are 
different tests for different flash points. De
pending on which one you use, you get varia
tions in the results.

The Chairman: Well, if this particular 
method prescribed here by reference to the 
specifications were tied in to what is in exist
ence at this time, would that bother you or 
would you have any objection to it?

Mr. Barry: No, sir, I would not. I think this 
would solve the problem.

Dr. Chapman: May I comment on that 
point, Mr. Chairman?

Mr. Barry: It would seem, sir, that it would 
be tying it down too tightly, because there 
might very well be an improvement in this 
method, and, if we specify the method as of a 
specific date in the legislation, then in order 
to change the method you would have to 
come back to Parliament.

The Chairman: That is right.
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Dr. Chapman: Now, Mr. Barry also suggest
ed that we could handle this by simply hav
ing a flash point less than zero degrees Fah
renheit, and specifying the method by regula
tion. You will note that in section 7(d) there is 
provision for the Governor in Council to 
make regulations generally for carrying out 
the purposes and provisions of this Part, and 
it could be handled in that manner. This 
would then give us the necessary flexibility to 
specify at this time by regulation the method 
which is indicated here. But it would provide 
the necessary flexibility to make changes, if 
there are improvements in the future.

The Chairman: As I understand what you 
have said, it is that if we incorporate this 
amendment as now worded there is still au
thority for changing that by regulation 
afterwards?

Mr. Coyne: May I add one comment? There 
is a purely practical difficulty here in the 
sense that, once this statute receives Royal 
Assent, this part of it becomes effective 
immediately. It is important that once it takes 
effect there should be a method which takes 
effect at the same time by which this defini
tion can be interpreted.

The Chairman: That is why I put the ques
tion in the form I did. That is, that this 
change proposed in item 3 would remain in 
this form in the bill, and, notwithstanding 
that, there could be improvements done by 
regulation afterwards.

Mr. Coyne: Exactly, Mr. Chairman. The 
position which our association took was that 
this method could in fact be determined by 
regulation. This is perhaps preferable. There 
is no assurance that there will be a regulation 
on the precise date that the bill receives Royal 
Assent, so in the meantime there is in this 
way a specific test.

The Chairman: I see the point of view of 
Mr. Coyne and Mr. Barry. At least by writing 
this definition and this formula into the stat
ute you have something basic to start with. If 
there are improvements in techniques for 
determining the flash point the Governor in 
Council can make those changes by regula
tion. Therefore it seems to me that we don’t 
have the confusion that we thought might 
exist. Do you agree? Is the department sat
isfied or would the department be satisfied if 
we adopted the amendment in the form sug
gested here?

Dr. Chapman: Yes.

Senator Leonard: I wonder if any of the 
witnesses could give us, as laymen, exactly 
what the effect is of having a flash point of 
zero under this kind of determination method.

The Chairman: That is as against what we 
have in the bill?

Senator Leonard: Yes. I would like to know 
in layman’s language what the effect of this 
is.

The Chairman: Can you explain what the 
difference is, Dr. Chapman?

Dr. Chapman: Well, we have an expert 
here.

Mr. Barry: I am not a chemist, but I under
stand the department was concerned with 
some particular products which have a flash 
point considerably below zero degrees Fahr
enheit. Now, as I understand it, flash point 
means that when you subject a liquid to heat 
it gives off a vapour and the flash point is the 
temperature at which this will ignite if 
exposed to open flame. The products with 
which we are concerned are those products 
which gives off this vapour at 40 degrees Fahr
enheit and which would ignite at that tem
perature. The limits are considerably above 
that and would have the object of precluding 
objects with a flash point below zero. Both 
ourselves and the department are satisfied for 
the time being. I think it was agreed between 
us that in future there would have to be 
further discussions with regard to some sort 
of warning with respect to a flash point high
er than zero degrees Fahrenheit as was done 
in the United States.

The Chairman: Well, how does this com
pare with the bill where there is a flash point 
of less than 40 degrees Fahrenheit?

Mr. Barry: We felt this was too high and in 
the discussions the department agreed that 
zero degrees Fahrenheit which would meet 
our objections would meet the purposes of 
the department at the same time.

The Chairman: Well, you say it is too high, 
but “high” is relative. A flash point of less 
than 40 degrees Fahrenheit, would that not 
include almost every product?

Mr. Barry: No, but it would include a cer
tain range of products such as lacquer used in 
furniture finishing, certain types of floor lac
quers and certain types of paint and varnish 
removers with a flash point at less than 40
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degrees Fahrenheit. These are quite safe 
when used under proper conditions, that is to 
say if you don’t smoke while using them and 
if you have adequate ventilation. As long as 
the consumer knows this, it might well be 
unnecessarily harsh to ban such products, but 
what would give rise for concern would be 
items that will flash at a point well below 
zero, for these are definitely dangerous. We 
agree with the department that there should 
be provision for their being banned.

The Chairman: But why would they be 
dangerous? I would have thought the higher 
the temperature required for the flash point 
the more protection there would be, and now 
you say that at anything less than 40 degrees 
Fahrenheit you need to have warnings to peo
ple about the conditions under which they use 
them. Now, talking about lacquers, you are 
using this test point down to zero.

Mr. Barry: This would have the effect of 
banning the extremely dangerous products. 
There are others that will flash at normal tem
peratures of 60 or 70 degrees and that will 
Pot flash before that. But there are many 
Products that people use from ammunition on 
UP that are hazardous but which are safe if 
used under proper conditions, and we feel 
that these fall into this category. It is very 
Piuch a question of a judgment that has to be 
made.

The Chairman: Thank you. Shall this 
amendment carry?

Amendment carried.
The Chairman: We have a further amend

ment here. On page 7, if you look at clause 13 
you will see that in effect we are adding an 
additional subparagraph, subparagraph (d), 
aud therefore we have to move the “or” along 
one paragraph. It says:

13. This Part does not apply to any 
substance or article that is—

And then after (a) (b) and (c) as shown there 
We have a new subparagraph

tà) a prescribed substance with the meaning 
of the Atomic Energy Control Act.

. The reason for adding this is simply that it 
*s covered by other legislation. Is that right, 
Mr- McCarthy?

Mr. McCarthy: We feel there is adequate 
Protection under other legislation, namely the 
Atomic Energy Control Act.

The Chairman: Just as in the case of (a), 
and (c) you feel there is adequate protec- 

lon under other statutes?
27747—2

Mr. McCarthy: Yes.

The Chairman: Shall this carry?

Hon. Senators: Carried.

The Chairman: All the discussion and con
sideration up to this time has been in relation 
to Part I of the bill dealing with hazardous 
substances. However there is a Part II to the 
bill and perhaps we should have something 
from the department on record to explain the 
purpose and scope of the amendments under 
other statutes as proposed by Part II of the 
bill. Which of you gentlemen would like to 
deal with this?

Mr. McCarthy: I will deal with that, Mr. 
Chairman. The purposes of Part II of the bill 
is to make the necessary amendments to the 
Criminal Code and the Food and Drugs Act 
which will provide that no longer will it be 
contrary to law to advertise or sell a sub
stance—a contraceptive substance or 
device—but that this may be done in future 
under the authority of the regulations under 
the Food and Drugs Act. The Food and Drugs 
Act now has a Part which legislates in con
nection with devices, and the amendment 
proposed here is to remove from section 150 
of the Criminal Code, which deals with dis
semination of information articles such as 
contraceptive devices and to take those out of 
the Criminal Code and render it no longer 
part of the offence described in section 150 of 
the Criminal Code and to bring it under the 
Food and Drugs Act to be controlled by 
regulation.

The Chairman: That reference to the 
Criminal Code is in section 23 of the bill?

Mr. McCarthy: That is right, sir.

The Chairman: What you are doing is 
transferring the control of the prohibitions 
and the offence in the Code to the Food and 
Drugs Act?

Mr. McCarthy: That is right.

The Chairman: In section 22 you propose 
the repeal of section 9 of the Narcotic Control 
Act. That only deals with the certificate of an 
analyst. What have you accomplished there?

Mr. McCarthy: There are three sections in 
the bill which are designed to make uniform 
the three provisions, one in the Narcotic Con
trol Act and two in the Food and Drugs Act, 
which deal with the use of the certificate of
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an analyst in court as evidence. These sec
tions have differed up until now. The new 
section that comes into play in connection 
with the control of drugs is intended to be 
used uniformly in the Narcotic Control Act 
and in the first part of the Food and Drugs 
Act. So, we now have a uniform provision 
which enables the certificate of an analyst to 
be offered and accepted in evidence, unless 
rebuttal evidence is put in.

The Chairman: Under these three provi
sions dealing with the certificate of an ana
lyst, in each case the prosecution would pre
sent in court a certificate which had a signa
ture on it and the description of the man’s 
title, profession, occupation, or whatever it 
might be, and if it said “analyst,” then, 
unless there is a challenge by the accused, no 
further proof is required of the qualifications 
of that analyst?

Mr. McCarthy: It may be done that way. It 
is in the discretion of the court. It is admissi
ble, but it is not compulsory for the court to 
accept it.

The Chairman: Section 18 of the bill does 
say that:

A certificate of an analyst stating that 
he has analyzed or examined an article or 
a sample submitted to him by an inspec
tor and stating the result of his examina
tion is admissible in evidence in a 
prosecution...

Mr. McCarthy: Yes.
The Chairman: It continues:
... and in the absence of any evidence to 
the contrary is proof of the statements 
contained in the certificate without proof 
of the signature or the official character 
of the person appearing to have signed 
the certificate.

It is simplifying the prima facie case the 
Crown may make out or may have to make 
out?

Mr. McCarthy: Yes.
The Chairman: It preserves for an accused 

person the right to demand the production of 
the analyst for cross-examination.

Mr. McCarthy: Yes. This has not been 
changed from what it was before, but it says 
it in a clearer way than it did previously.

The Chairman: Any other questions on this 
Part II? Are you ready then to report the 
bill?

Senator Leonard: Is there anything further 
to be said by way of explanation? You have 
covered section 18. What are the facts, for 
example, on section 19?

Mr. McCarthy: It is possible Dr. Chapman 
could explain this better, but there are sub
stances which are not, as I understand it, 
technically drugs but which are the basic 
components or drugs over which control is 
also required, and this is the reason for the 
change in section 19 of the bill, where we 
have added:

“controlled drug” means any drug or 
other substance includes in Schedule G;” 

because technically some things that might be 
included are not covered by the definition of 
“drug”.

Dr. Chapman: That is right.
Senator Leonard: Is it a question of poppy 

seeds, opium, and things like that?
Dr. Chapman: Mr. Chairman, honourable 

senators, these are substances such as the 
barbiturates which are controlled drugs. In 
some instances this chemical is used for other 
purposes, for example, for a buffer in some 
photographic processes. Since it is a barbitu
rate and could be used as a drug it is neces
sary to provide a control over its importation 
and sale, but it is not recommended for use 
as a drug but for use in a photographic proc
ess. Therefore, this is the reason it is neces
sary to add “other substance,” in order to 
cover barbiturates and to provide control 
over barbiturates that are not being sold as a 
drug.

The Chairman: It is not a case of whether 
the particular thing is or is not a drug. What 
you are really saying is that if you call it 3 
controlled drug, then you are limiting the 
application of the schedule to that substance 
when it is used as a drug; whereas what you 
are now proposing to cover by adding the 
words:

“controlled drug” means any drug °r 
other substance included in Schedule G;’ 

is the control of its possible use as a drug?
Dr. Chapman: That is correct, sir.
The Chairman: What would you call this 

substance? Is it, in essence, a drug?
Dr. Chapman: All these compounds are 

chemicals, and there are many instances 
where it depends entirely on the recommen
dations for use as to whether or not they are 
in fact a drug.
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The Chairman: Is that substance called a 
drug because of its use, or is it in fact a 
drug?

Dr. Chapman: It is really because of its use.
Senator Macnaughlon: It is a substance 

which could be used in industry but which 
could also be taken as a drug, if stolen from 
industry, is that it?

Dr. Chapman: That is correct.
The Chairman: What do I call it if I pick it 

up? Is it a drug then, or only a drug when I 
use it as a drug?

Senator Molson: Could not a substance con
tain a drug?

Dr. Chapman: Possibly I could explain it 
by referring to the definition of “drug” in the 
Food and Drugs Act, which says that “drug” 
includes any substance or mixture of sub
stances manufactured, sold or represented for 
use in diagnosis, treatment, etcetera. The pro
duct is not a drug until it is manufactured, 
sold or represented for use as a drug.

The Chairman: Once you look at the defini
tion of “drug” then you have the answer to 
the question I was trying to put.

Dr. Chapman: Yes.
The Chairman: Therefore, if you are going 

to have complete control against the possible 
use of this or any of these substances as a 
drug, it is necessary to have your definition 
broader than simply saying ‘“controlled drug’ 
means any drug or other substance ...”?

Dr. Chapman: That is correct.
Senator Molson: In the paper this morning 

there is an article which said that a new 
substance had appeared which was being 
Used for psychedelic experiences. It had 
appeared in the hospitals in Montreal and 
was a compound sold in the normal way for 
the teatment of asthma. I think that as such 
tt was burned for inhaling; but, apparently, 
■when dissolved or put in water and taken it 
was giving very violent effects.

The Chairman: Do you mean “taking 
trips”?

Senator Molson: Yes.

Senator Leonard: Trips to the hospital!

Dr. Chapman: Trips to the hospital in this 
case where it developed.

Senator Molson: It said that in strong 
enough doses it could be lethal. Perhaps this 
change here might at some time cover materi
als of that sort, if they were specified?

The Chairman: Have you any comment on 
that, doctor?

Dr. Chapman: Yes, Mr. Chairman. This 
product to which reference has been made, 
which was referred to in the article in the 
news media this morning, has been on the 
market for many years. It is a product for the 
treatment of asthma. It contains atropin, bel
ladonna and stramonium. When used proper
ly, as recommended—and the recommendations 
for use include the burning of the sub
stance and the inhaling of the fumes—it is 
not a dangerous drug. However, what has 
happened is that somebody has discovered 
that if you dissolve the product in water and 
then drink the mixture you a get a violent 
effect. The problem here is that the dose 
which will produce this effect is very close to 
the toxic or lethal dose, and if you take a 
slight overdose you can very well end up in 
the hospital in very serious condition.

The Chairman: Or in the graveyard?

Dr. Chapman: Yes, this is correct, but it is 
not intended that this particular section will 
apply to this type of product.

Senator Molson: Then, let me ask you a 
further question. How do you deal with a 
product that is in fairly general use and that 
is easily obtained, but which can be used for 
wrong purposes, which is the case of this 
substance. How do you deal with that. Can 
you not add those to your two schedules in 
order to have some control over them by 
selling them by prescription or other means. 
Is there no way of preventing abuse of these 
things?

Dr. Chapman: Well, sir, there are literally 
hundreds of substances and drugs that are on 
the market now which if used properly do not 
represent any hazard to health, but if used 
improperly they could be a serious hazard to 
health. I know of no way of legislating 
against such misuse.

Senator MacKenzie: Is it not true that aspi
rin used to excess can be deleterious to health 
in certain circumstances? I am thinking of 
infants, for instance.
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Dr. Chapman: Yes, sir, this is quite correct. 
As a matter ol fact, acetylsalicylic acid and 
products containing acetylsalicylic acid repre
sent approximately 25 per cent of the cases 
that are reported by poison control centres 
across Canada each year. In a number of 
these instances it is not always a case of a 
child getting hold of a bottle of acetylsalicylic 
acid tablets, but in some instances it is actu
ally an overdose with the parent not realizing 
that this is a hazardous substance if taken in 
large amounts.

The Chairman: It is the old story. You can 
use an axe to chop down a tree, but it has 
other uses as well which some people might 
call abusive. I do not know how you legislate 
against that.

Senator Molson: Why bother about sniffing 
glue when you can take the asthma stuff 
instead? What are we worried about? Instead 
of glue sniffing and putting your head in a 
bag, or whatever it is you do, you can get a 
little asthma cure and swallow that. It seems 
to me there is a lot of effort going into some 
of these dangerous things, and others that 
come to light, and we seem to be saying: 
“Well, we will not be able to cope with those 
because there are hundreds of thousands of 
them.” It seems to depend upon their use—or, 
perhaps one should say “abuse”.

The Chairman: It struck me that the use of 
this particular product in the treatment of 
asthma would bring it within the definition of 
a drug. Is not that right?

Dr. Chapman: Yes, sir.

The Chairman: If then in those circum
stances you amend the definition of a con
trolled drug so that it means any drug or 
other substance then when this asthma treat
ment is being used for psychedelic effects you 
would have jurisdiction over it.

Dr. Chapman: Yes, sir, this is correct.
Senator Molson: That is really what I asked 

originally. I was inquiring whether, if it 
became a serious problem, it could then be 
put on the schedule. If this or any other sub
stance became commonly abused and danger
ously abused there is the power to put them 
on some schedule that limits the ability of 
people to obtain them; is that correct?

Dr. Chapman: This is correct.

Senator Molson: That is my point.
The Chairman: We have been talking about 

amendments to the Food and Drugs Act, the 
Narcotic Control Act, and the Criminal Code, 
but the real substance of Part II is that the 
advertising and sale of contraceptive devices 
will no longer be dealt with under the Crimi
nal Code and be an offence under the Crimi
nal Code, but will be controlled under the 
Food and Drugs Act. That is the real sub
stance of Part II.

Having considered the amendments, are 
you ready to approve the bill as amended?

Hon. Senators: Agreed.
The Chairman: Then, that concludes our 

business this morning.
The committee adjourned.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Thursday, Janu
ary 25th, 1968:

“The Order of the Day being read,
With leave of the Senate,
The Honourable Senator Fournier (Madawaska-Restigouche) re

sumed the debate on the motion of the Honourable Senator Roebuck, 
seconded by the Honourable Senator Fergusson, for second reading of 
the Bill C-187, intituled: “An Act respecting Divorce”.

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 Roebuck moved, seconded by the Honour
able Senator McDonald, that the Bill be referred to the Standing Com
mittee on Banking and Commerce.

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

JOHN F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Wednesday, January 31st, 1968.

(24)

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

Present: The Honourable Senators Hayden (Chairman), Aird, Aseltine, 
Benidickson, Burchill, Connolly (Ottawa West), Cook, Dessureault, Everett, 
Fergusson, Flynn, Gélinas, Gershaw, Irvine, Lang, Leonard, Macdonald, 
MacKenzie, Macnaughton, McDonald, Molson, Pearson, Pouliot, Power, Roebuck, 
Thorvaldson, Vaillancourt and Willis.— (28).

Present, but not of the Committee: The Honourable Senators Fournier 
(Madawaska-Restigouche), Grosart, Hollett, Méthot, McElman, O’Leary (Anti- 
gonish-Guysborough), Sullivan and Thompson.

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

Clerk of Committees.
Upon motion, it was Resolved to recommend that 800 English and 300 

French copies of these proceedings be printed.

Bill C-187, “An Act respecting Divorce”, was read and considered, clause 
by clause.

The following witnesses were heard:

DEPARTMENT OF JUSTICE:
D. S. Maxwell, Deputy Minister and Deputy Attorney General.
D. S. Thorson, Associate Deputy Minister.

After discussion, it was Agreed that paragraph (e) of clause 2 stand for 
further consideration until the appearance of the Minister of Justice before 
the Committee to discuss the amendments proposed thereto.

MOTIONS:
(Full text of the following motions will be found by reference to the Evidence 
herein, beginning at page 169.)

The Honourable Senator Roebuck moved that clause 3 be amended by 
adding new paragraph (e) thereto.

The question being put, the Committee divided as follows:
YEAS—6 NAYS—7

Motion Lost.

The Honourable Senator Roebuck moved that clause 3 be amended by 
adding a new paragraph (e) thereto, such paragraph being different in sub
stance from that proposed in the previous motion.
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The question being put, the Committee divided as follows:
YEAS—4 NAYS—7

Motion Lost.

The Honourable Senator Roebuck moved that subclause (1) of clause 4 
be amended.
The question being put, the motion was declared Lost.

The Honourable Senator Roebuck moved that subparagraph (ii) of para
graph (a) of subclause (1) of clause 4 be amended.

The question being put, the Committee divided as follows:
YEAS—5 NAYS—7

Motion Lost.

The Honourable Senator Lang moved that subclause (2) of clause 4 be 
deleted.

The question being put, the motion was declared Lost.

At 1.00 p.m. the Committee adjourned further consideration of the said 
Bill until after the adjournment of the Senate later this day.

AFTERNOON SITTING

Wednesday, January 31st, 1968.
(25)

Pursuant to adjournment and notice the Committee resumed at 4.00 p.m. 
its consideration of Bill C-187, “An Act respecting Divorce”.

Present: The Honourable Senators Hayden (Chairman), Aseltine, Beau- 
bien (Bedford), Burchill, Connolly (Ottawa West), Cook, Dessureault, Everett, 
Fergusson, Haig, Irvine, Lang, Leonard, Macdonald, MacKenzie, McDonald, 
Molson, Pearson, Power, Roebuck, Smith (Queens-Shelburne) and Thorvald- 
son. (22).

Present but not of the Committee: The Honourable Senators Methot, McEl- 
man and O’Leary (Antigonish-Guysborough).

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

Clerk of Committees.

Mr. Maxwell and Mr. Thorson were again heard.

MOTION:
(Full text of the following motion will be found by reference to the Evidence 
herein, beginning at page 169.)

The Honourable Senator Roebuck moved that subclause (1) of clause 11 
be amended by adding new paragraph (d) thereto.
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The question being put, the Committee divided as follows:
YEAS—5 NAYS—7

Motion Lost.

AMENDMENT:
The Honourable Senator Roebuck moved that subclause (1) of clause 26 
be amended in the said Bill, including the French version thereof.

The question being put, the motion was declared Carried.
(The above amendment fully appears by reference to the Report of the 
Committee immediately following these Minutes.)
At 5.20 p.m. further consideration of the said Bill was adjourned until 

Thursday, February 1st, 1968, at 9.30 a.m.

Thursday, February 1st, 1968.
(26)

Pursuant to adjournment and notice the Committee resumed at 9.30 a.m. 
its consideration of Bill C-187, “An Act respecting Divorce”.

Present: The Honourable Senators Hayden (Chairman), Aseltine, Beau- 
bien (Provencher), Benidickson, Burchill, Connolly (Ottawa West), Cook, 
Everett, Fergusson, Flynn, Gershaw, Haig, Irvine, Lang, Leonard, Macdonald, 
MacKenzie, McDonald, Roebuck Smith (Queens-Shelburne), Thorvaldson and 
Willis. (22)

Present, but not of the Committee: The Honourable Senators McElman 
and Thompson.

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

Clerk of Committees.

The following witnesses were heard:
DEPARTMENT OF JUSTICE:

The Honourable P. E. Trudeau, Minister and Attorney General.
D. S. Maxwell, Deputy Minister and Deputy Attorney General.
D. S. Thorson, Associate Deputy Minister.

MOTIONS:
(Full text of the following motions will be found by reference to the Evidence 
herein, beginning at page 169).

The Honourable Senator Flynn moved that subparagraph (e) of clause 2 
be amended.
The question being put, the motion was declared Lost, on division.

The Honourable Senator Roebuck moved that subparagraph (i) of para
graph (e) of clause 2 be amended.
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The question being put, the Committee divided as follows:
YEAS—4 NAYS—10

Motion Lost.

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

At 10.50 a.m. the Committee proceeded to the next order of business. 
Attest:

Frank A. Jackson,
Clerk of the Committee.
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REPORT OF THE COMMITTEE

Thursday, February 1st, 1968.

The Standing Committee on Banking and Commerce to which was referred 
the Bill C-187, intituled: “An Act respecting Divorce”, has in obedience to the 
Order of reference of January 25th, 1968, examined the said Bill and now reports 
the same with the following amendment:

In the English version of the Bill, strike out subclause (1) of clause 26 
and substitute therefor the following:

“(1) The Dissolution and Annulment of Marriages Act, the Divorce 
Jurisdiction Act, the Divorce Act (Ontario) in so far as it relates to the 
dissolution of marriage, and the British Columbia Divorce Appeals Act 
are repealed”.

In the French version of the Bill, strike out subclause (1) of clause 26 and 
substitute therefor the following:

“ ( 1 ) La Loi sur la dissolution et l’annulation du mariage, la Loi sur 
la juridiction en matière de divorce, la Loi sur le divorce (Ontario) dans 
la mesure où elle a trait à la dissolution du mariage, et la Loi sur les 
appels de divorce en Colombie-Britannique sont abrogées.”

All which is respectfully submitted.
SALTER A. HAYDEN, 

Chairman.
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THE SENATE

STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Wednesday, January 31, 1968

The Standing Committee on Banking and 
Commerce, to which was referred Bill C-187, 
and Act respecting Divorce, met this day at 
9-30 a.m. to give consideration to the bill.

Senator Salter A. Hayden (Chairman): In 
the Chair.

The Chairman: Honourable senators, we 
have before us this morning bill C-187. Since 
consideration of this bill may produce a very 
important discussion and possible changes, I 
think it would be the wish of the committee 
that the proceedings be reported. May I have 
the usual motion?

The committee agreed that a verbatim 
report be made of the committee’s pro
ceedings on the bill.

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

Having settled that issue, the question of 
the manner of proceeding comes next. In 
view of all the discussion and all the con
sideration that has gone on in relation to 
this bill over a period of time, it occurs to 
me that, in those circumstances, we should 
get down to the business of the meeting and 
start in with clause 1 and go over the bill 
clause by clause. If there are correlatives 
°f the clauses, we could deal with them 
together, but I think we should start out with 
clause 1 of the bill and continue in that way.

Senator Flynn: Has there been any com
munication or representation made in regard 
to the bill as it was passed in the other place?

The Chairman: No, as chairman I have had 
bo indication. There have been a few letters 
m connection with the language of some 
clauses, but nothing other than that. Is that
correct?

The Clerk: There has been no correspond
ence Mr. Chairman.

Senator Flynn: If there is any correspond
ence, will it be communicated to us when we 
come to the clauses concerned?

The Chairman: Yes. As a matter of fact, 
there was one which went to the Commons 
but arrived there after the bill had been con
sidered in the Commons. The Clerk of the 
Commons sent it to the Clerk of the Senate, 
and the Clerk of the Senate sent it to me. It 
was from a legal firm in Toronto. When we 
come to that clause, I will call your attention 
to it. I do not think it adds anything further 
to the discussion.

Senator Roebuck: May I tell you, Mr. 
Chairman, that I have had a sheaf of letters?

The Chairman: Well, of course, you are the 
magnet—and I am not spelling it “magnate”.

Senator Roebuck: Most of these are unim
portant, though one or two are important; but 
we can deal with them when we arrive at the 
point.

The Chairman: Honourable senators, we 
have here this morning Mr. D. S. Maxwell, 
the Deputy Minister of Justice and Deputy 
Attorney General, and we have Mr. D. S. 
Thorson who is the Associate Deputy Minis
ter. They are here for the purpose of supply
ing any information or any explanations that 
would lie within their ability so to do. Obvi
ously, of course, if we get into questions of 
policy we will have to defer them until the 
minister is available, if the committee wishes 
to discuss with the minister anything that 
may be of the nature of policy.

Senator Flynn: Do I take it the minister 
will be here only if the committee wishes him 
to be present?

The Chairman: No. He was to have been 
here this morning but apparently there is 
important government business which takes
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him out of town and he is not available. If it 
becomes important, for any reason, that we 
wish him to appear, we can organize in some 
fashion so that he will come.

I am starting off with clause 2, the inter
pretation clause.

Senator Roebuck: What about the title? 
Will you come back to that?

The Chairman: I will come back to it.

Senator Roebuck: Now, Mr. Chairman, I 
have a number of amendments.

The Chairman: Have you any amendment 
in relation to paragraph (a), the definition of 
“child,” in the interpretation clause?

Senator Roebuck: Mr. Chairman, I have 
quite a number of amendments.

The Chairman: Have you any amendments 
in relation to subsection (a), the definition of 
“child” in the interpretation section?

Senator Roebuck: I have a number of 
amendments. I will just wait a moment, 
however. I have had the amendments that I 
propose duplicated so that everybody can 
have them. They are however, put up in little 
sheaves, all of them together in a group, and 
then there are a great many groups—enough 
for us all. I suggest that we distribute these 
now and that they be taken up as we come to 
them. It would be better, I think if they were 
distributed from time to time, but they are 
not in that shape. The press may have a copy 
of the amendments on condition that they are 
not used until they are presented here.

The Chairman: No. This material at this 
moment is not being considered by the com
mittee. We will come to it at we proceed in 
consideration of the bill. Therefore, that is the 
only time at which it becomes a matter for 
release to the press. Not in advance.

Senator Roebuck: Then, if honourable sena
tors will just keep to one side the little batch 
of amendments which I will propose and take 
them up as we arrive at them, perhaps we 
will get along all right.

The Chairman: Now we are starting in sec
tion 2 of the bill, subparagraph (a) on the 
definition of “child”. Is there any discussion 
on that? Are there any questions in connection 
with that? Shall that definition, subparagraph 
(a) carry?

Hon. Senators: Carried.

The Chairman: Then we have subpara
graph (b), “children of the marriage”. Is there 
any discussion?

Hon. Senators: Carried.

The Chairman: Subparagraph (c), on the 
definition of “collusion”. Are there any 
questions?

Hon. Senators: Carried.

The Chairman: Subparagraph (d) on the 
top of page 2, “condonation”. Are there any 
questions?

Hon. Senators: Carried.

The Chairman: Now we come to subpara
graph (3), definition of a court.

Senator Roebuck: I have something to say 
in connection with that:

2. (i) for the Province of Ontario, Nova 
Scotia, New Brunswick or Alberta, the 
trial division or branch of the Supreme 
Court of the Province...

There is no such entity in the Province of 
Ontario as the “trial division of the Supreme 
Court of the Province”, as stated in section 2, 
the interpretation section.

If you will look at my proposed amendment 
to that, gentlemen, you will see the following: 

That Section 2(e) be amended by 
inserting after line 7, on page 2, which 
reads “court for any province means,” 
the following words:

(i) for the Province of Ontario, The 
High Court of Justice for Ontario

And by striking out of line 2, of Sec
tion 2(e) the word “Ontario”

And by renumbering the then follow
ing paragraphs accordingly.

The Chairman: Wait a minute. You have 
lost me. We are dealing with subparagraph 
(e). I have your amendment before me.

Senator Roebuck: I am striking out “On
tario” there in (e) (i) and inserting above that 
this further phrase, “for the Province of On
tario, the High Court of Justcie for Ontario”.

If you will permit me, I will make some 
comments on that. What might be loosely 
called a trial division or branch of the Su
preme Court of the province is designated in 
the Judicature Act of the Province of On-
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tario, being Chapter 190 of the Revised Stat
utes of Ontario, section 3, as follows:

The Supreme Court shall continue to 
consist of two branches, The Court of 
Appeal for Ontario and The High Court 
of Justice for Ontario.

Now, that is R.S.O. 1950, Chapter 190, Section 3.

The functions of the High Court of Justice 
for Ontario are determined in the Judicature 
Act for Ontario under the heading “Jurisdic
tion and Law’’, R.S.O., 1950, 190, 11, (1):

The Court of Appeal shall exercise that 
part of the jurisdiction vested in the 
Supreme Court which, on the 31st of 
December, 1912, was vested in the Court 
of Appeal and in the Divisional Courts 
of the High Court, and such jurisdiction 
shall be exercised by the Court of Appeal, 
and in the name of the Supreme Court.

Subsection (2) of that section:
Except as provided by subsection 1, all 

the jurisdiction vested in the Supreme 
Court shall be exercised by the High 
Court in the name of the Supreme Court.

Now, that means that the traditional juris
diction of the Supreme Court shall remain the 
same and the trial division, so-called, is 
termed the High Court of the Supreme Court.

The Honourable James C. McRuer, LL.D., 
former Chief Justice of the High Court of 
Justice for Ontario, referring to this section, 
that is Section 2(e), where it says:

“court” for the Province of Ontario is 
defined as ‘the trial division or branch of 
the Supreme Court of the province’.

Now, I am reading his words:
These words have no precise legal 

meaning in Ontario. Section 3 of the 
Judicature Act provides that the Supreme 
Court shall consist of two branches, 
the Court of Appeal for Ontario and 
the High Court of Justice for Ontario. It 
is true that the High Court of Justice is 
the court in which cases are tried but it 
is not the trial branch of the Supreme 
Court of Ontario. A great many other 
things are dealt with in the High Court 
of Justice for Ontario besides trials. In 
short, the trial division or branch of the 
Supreme Court of Ontario is not a known 
legal entity. When jurisdiction is being 
conferred on a court, it should be in lan
guage that is clear, unequivocal and does

not require interpretation by seeking out 
what the intention of Parliament was in 
the use of inapt language in legislation.

Now, I am unable to say whether the other 
designations further on for the other prov
inces are correctly stated, but it is perfectly 
obvious from what I have said of the Judica
ture Act and what the former Chief Justice 
says that it is quite wrong to refer to the 
particular court to which we are referring 
jurisdiction as the branch of the Supreme 
Court, and not use the designation set out in 
the statute.

And so I move accordingly.

The Chairman: Mr. Maxwell, what have 
you to say?

Mr. D. S. Maxwell. Deputy Minister and 
Deputy Attorney General, Department of Jus
tice: I think perhaps I should point out first 
of all that for all of the provinces mentioned 
in that subparagraph (i), you have a situation 
where the Superior Court of the province is 
described as the “Supreme Court” and in each 
case that Supreme Court is divided into two 
parts, one part operating as a court of appeal 
and the other part operating in effect as a 
trial court.

It is true that we have not selected the 
specific name, but we have used general 
descriptive language which in my submission 
would describe, in the case of Ontario, the 
High Court of Justice, and indeed it will 
describe nothing else but the High Court of 
Justice. There is perhaps some advantage in 
using a general description because, of 
course, the province might change the name 
of its High Court of Justice at any time, but 
it is not likely, however, to change its func
tion which is essentially a trial function.

My submission would be that there really is 
no possibility of any doubt as to what tribu
nal we are designating by this description, 
Senator Roebuck.

The Chairman: What you are saying, Mr. 
Maxwell, is that the description here is by 
function.

Mr. D. S. Thorson, Associate Deputy Minis
ter, Department of Justice: Yes.

The Chairman: Rather than attempting to 
give the exact Christian and surname of the 
particular body carrying on that operation at 
this time.

Mr. Thorson: Yes.
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Mr. Maxwell: Yes, and I may say, Senator, 
that if we were going to change the descrip
tion as suggested by Senator Roebuck, we 
would probably have to examine and change 
all of the descriptions that are found now in 
subparagraph <i). I think you would have to 
select the very name that is used for each of 
the provinces concerned.

Senator Roebuck: Well, I submit that you 
ought to do that. When the legislature of the 
province says the name of the court should be 
so and so, I think you should use that name, 
and the Chief Justice says you should not 
leave it to the interpretation.

The Chairman: You mean the former Chief 
Justice of the trial division?

Senator Roebuck: Yes. Well, he is a pretty 
experienced Chief Justice.

The Chairman: I do not think it was neces
sary to say that, Senator. You know my rela
tionship with Mr. Justice McRuer. We are 
great friends and I have tremendous respect 
for his judgment and ability. So I was not 
slighting him in saying that he was the for
mer Chief Justice, or downgrading his ability.

Senator Roebuck: Neither am I. And I cer
tainly did not take that impression from what 
you were saying. But I think when we are 
legislating the granting of certain rights and 
powers to certain courts we should give the 
court the name given to it in the statutes of 
the province and not leave it to interpretation 
as to what court we mean. I might give the 
impression that we just don’t know the name 
of the court.

The Chairman: Senator Roebuck’s motion is 
on the basis that the court is called the trial 
court in Ontario.

Senator Thorvaldsen: Before going further 
with this point, perhaps I could ask a ques
tion of Mr. Maxwell. If we should change this 
clause in accordance with the amendment, 
would that not have the effect of conferring 
jurisdiction on individual judges of the court 
of appeal of the provinces which is not 
intended?

Mr. Maxwell: That would not be so. We 
would still be designating the court and not 
the judges of the court.

Senator Pouliot: Mr. Chairman, who is the 
good-looking gentleman to your right?

The Chairman: On my right Mr. Maxwell, 
Deputy Minister of Justice and Deputy At
torney General.

Senator Pouliot: I wonder if Senator Roe
buck has something more to say because if 
not I would like to put a question regarding 
Ontario divorces at this stage.

The Chairman: You may ask a question, 
Senator. I think Senator Roebuck has com
pleted his presentation for the moment.

Senator Pouliot: Now, Mr. Maxwell, you 
know that the legislation concerning divorce 
in Ontario has never been referred to the 
Supreme Court. I mean the legislation of 
1930. As I say, it has never been submitted to 
the Supreme Court for a decision on the lega
lity of the statute.

Mr. Maxwell: You mean as to whether the 
Divorce Act (Ontario) is constitutional?

Senator Pouliot: I mean that there was 
federal legislation enacted granting the Prov
ince of Ontario the power to legislate about 
divorce in 1930.

Mr. Maxwell: Yes.

Senator Pouliot: That is the federal statute. 
But I don’t know if you are acquainted with 
the fact that that statute has never been 
referred to the Supreme Court for a very 
good reason, and that is at that time an elec
tion took place and Mr. Bennett did not want 
to submit it to the Supreme Court of Canada 
to decide the point of its legality. Did you 
know that?

Mr. Maxwell: I don’t know whether I knew 
it or not, but perhaps the view was taken that 
it did not need to be submitted.

Senator Pouliot: You can trust me, and I 
know that that is so.

Now, Mr. Chairman, I very much wanted 
to attend this morning and to see the Minister 
of Justice here at this very important mee
ting. I have very great respect for Mr. Max
well, but he has no authority to speak about 
the policies of the department. Therefore I 
have a suggestion to make to the committee. 
As you know, there has been in the Montreal 
Gazette an item about the redistribution of 
powers between Ottawa and the provinces, 
and the question of marriage and divorces is 
mentioned therein. Now, if marriage and 
divorce are to be transferred to the provinces 
next week I do not see why we should com
plicate our lives by discussing a bill like this-
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In my view we would render a great service 
to the provinces by giving them jurisdiction 
over marriage and divorce and in the mean
time we could pass some legislation in order 
to empower the judges or commissioners to 
act. That is my suggestion.

The Chairman: Now, I have started to say 
that the question before us is—

Senator Flynn: Mr. Chairman, I wanted to 
Point out that the position taken by me in the 
house—

The Chairman: That comes under the next 
subsection.

Senator Flynn: It is in subsection (3). If the 
amendment which I indicated I would pro
pose should carry then the amendment of 
Senator Roebuck would not be needed. The 
Problem which he raised would disappear by 
Were fact of the acceptance of my amend
ment, and therefore I wonder if it would not 
be better to stand the amendment of Senator 
Roebuck while we discuss the viewpoint I 
submitted before the house the other day. On 
the other hand so far as the opinion that I 
Would like to express is concerned, it seems 
to me that the presence of the minister would 
be most desirable and if there is a possibility 
that we can have him before the committee 
later I would even move that we stand sub
section (e) until he is here since this involves 
questions of policy with regard to leaving to 
the provinces the choice of the court which 
Would handle divorce petitions.

I would like to know from the minister 
why he would have any objections to leaving 
the situation as is save and except to give to 
the Divorce Division of the Exchequer Court 
t°i' Quebec and Newfoundland jurisdiction 
uutil the legislatures of those provinces have 
decided otherwise. This is a question of policy 
on which I think we would like to have the 
opinion of the minister. I have an amendment 
slong the lines I have indicated and if it is 
adopted by the committee then we do not 
need to define any of the provincial courts as 
®re defined in the bill in paragraph (e). 
Therefore the amendment proposed by Sena- 
l°r Roebuck would not be needed. I don’t 
know what is the view of the committee as to 
the suggestion which I made that we should 
stand th s paragraph until we have the minis
ter before us.

The Chairman: Well, if it is the wish of the 
committee to have the minister here at any 
t'me, we will endeavour to arrange that, but 
We must have some orderly method of pro

ceeding. First of all, I don’t know whether 
the committee is prepared to approve your 
amendment.

Senator Flynn: Well, there would be a 
small chance that it would if the minister did 
not object.

The Chairman: You are proposing an 
amendment at this time to Senator Roebuck’ 
amendment. We can deal with it in that fash
ion, although I agree it would be a very 
unsatisfactory way to deal with it.

Senator Flynn: But it would not be a suba
mendment to Senator Roebuck’s amendment. 
If I may read what I have here; my amend
ment would replace what is already in here 
by the following:

1. Strike out paragraphe (e) of clause 2 
and substitute therefor the following:

“(e) “court” for any province means 
the court which is given jurisdiction to 
entertain a petition for divorce by the 
law of that province and, where no 
such jurisdiction is given, the Divorce 
Division of the Exchequer Court, and 
for the Yukon Territory or the North
west Territories, the Territorial Court 
thereof;”
2. Strike out clause 22 and renumber 

the following clauses accordingly:

At present in Ontario it is the Supreme 
Court and in Nova Scotia it is the special 
divorce court. In other places it has been 
suggested that the county court should have 
jurisdiction. Many provinces have indicated 
their desire for and intention to create family 
courts to which would be referred not only 
problems of divorce but also all related 
matrimonial matters. And, therefore, if as I 
have indicated, it is the responsibility of the 
province to look after the administration of 
justice in the province, it would be the prob
lem of the legislature to decide which court is 
better equipped to deal with divorce and 
related matters.

The Chairman: The substance of your 
proposal is that the province be given the 
authority to designate what courts in the 
province shall hear divorce?

Senator Flynn: This is the present situation.

The Chairman: That looks like a delegation.

Senator Flynn: No. Well, we can argue on 
this, but presently, Mr. Chairman, you know 
very well that the courts which deal with
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divorce are given their jurisdiction by the 
legislature; and, if you speak of delegation, 
there is delegation there. That is why I say it 
is a problem of policy, and I would like to 
have the minister say why he would insist on 
telling the provinces which court is going to 
deal with divorce in a given province. I do 
not see why the federal Government should 
dictate to the provinces in this field, and I 
would like to have the view of the minister 
on this very point.

The Chairman: You are right in the area of 
policy now.

Senator Flynn: Yes.

The Chairman: Is it the wish of the com
mittee, before we stand the section to hear 
the minister on that point, to hear the views 
of the deputy minister on the legal aspects of 
the question?

Senator Flynn: I have no objection to that 
course.

Senator Macdonald: Perhaps he could tell 
us if there is any objection to the present 
Court for Divorce and Matrimonial Causes 
in Nova Scotia continuing to hear divorce 
cases.

The Chairman: I think this witness is 
experienced enough that he will only go so 
far as to discuss the legal aspects, and there 
is some element of policy on the question you 
put forward that will have to stand for the 
minister.

Senator Roebuck: May I suggest that we 
proceed, Mr. Chairman? Our words are being 
taken down; our motions will be of record. 
The minister and his associates can then 
study them. We could have another meeting 
and hear from the minister, but I think we 
should go right ahead. We invited the minis
ter here today, but he could not come. Let us 
get our work done.

The Chairman: We are going ahead, sena
tor, but the committee, I take it, would like 
to hear the legal point of view supporting the 
course which has been taken and not any 
discussion of policy, because that is for the 
minister. The suggestion has been made that 
we hear Mr. Maxwell on the legal aspect. Is 
that the wish of the committee?

Senator Fergusson: May I interject here, 
Mr. Chairman?

The Chairman: Yes, Senator Fergusson.

Senator Fergusson: I wanted an opportuni
ty to support Senator Roebuck’s motion, and 
what I have to say is very small, but in 
looking up some cases in an attempt to refute 
the argument of Senator Prowse in the Senate 
regarding the idea that a judge will provide 
for the deserted wife, regardless of the legis
lation on the books, I came across some cases, 
one of which certainly supported my view, 
that of Minaker v. Minaker. In looking this 
up I came across a report in the Ontario 
Weekly Notes of 1949, at page 71, and at the 
head of that it is set out that this is under the 
High Court of Justice. It does not refer to the 
Supreme Court of Ontario or the Appeal 
Court of Ontario, but it is set out as the High 
Court of Justice. I think th.s supports Senator 
Roebuck’s suggestion; and I think too that all 
these courts should definitely be spelled out.

Senator Roebuck: In a proper manner.

Senator Fergusson: Yes, with the proper 
designations.

Mr. Maxwell: Honourable senators, there 
are two or three points that have been raised. 
Perhaps I should say something about Sena
tor Flynn’s comment. I think I have said 
about as much as I could say regarding Sena
tor Roebuck’s suggestions.

Coming to Senator Flynn’s suggestions, the 
view which I hold is that there really is not 
constitutional power in the provinces to con
fer jurisdiction with regard to a federal head 
of subject matter on provincial courts. In a 
very recent case that came before the Su
preme Court of Canada, the Lafleur case, a 
question arose as to whether or not the Legis
lature of Quebec could confer jurisdiction 
with regard to prohibition in criminal matters 
on their Superior Court, and it was the judg
ment of the full court, given by Mr. Justice 
Fauteux, that the province did not have this 
power. Therefore, I think we must be driven 
to the conclusion that the head in section 92, 
dealing with the administration of justice in 
the province does not enable a provincial 
legislature to confer jurisdiction with regard 
to a federal head on one ot its own courts.

The only other way you could get there is 
by means of delegation, and under our consti
tution that too is not open. So, on either view 
of the matter, it would appear that the legis
lature does not have the constitutional power 
to do this.

Also I think I could make this general 
observation, which perhaps just touches on 
policy, that so far as I know off hand, this 
kind of thing is not done with regard to any
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other head under section 91. It is the Parlia
ment of Canada that decides what court is 
going to exercise criminal jurisdiction in the 
province. It is the Parliament of Canada that 
decides what court is going to administer 
bankruptcy legislation, and so on. So, I think 
this may indicate, as a matter of policy, quite 
apart from the legal consideration—and “poli
cy” in the very general sense of the term 
—that it would not be a normal procedure.

Senator Roebuck: When jurisdiction was 
conferred upon the Supreme Court of Ontario 
to handle divorce cases, who did it, the prov
ince or the dominion?

Mr. Maxwell: It was Parliament.

Senator Flynn: By which act?

Mr. Maxwell: The Divorce Act (Ontario), in 
1930.

Senator Leonard: Cannot you do it in the 
Way you do now under section 22 of the bill?

Senator Flynn: And in the other provinces?

The Chairman: What section, Senator 
Leonard?

Senator Leonard: Section 22 of the bill.

Mr. Maxwell: I think that section 22 is not 
really a conferring of power on the legisla
ture, but is really the invoking of a federal 
Power when certain things occur. If this bill 
becomes an act, it could operate to confer 
jurisdiction on the Superior Court of the 
Province of Quebec or on the Newfoundland 
Supreme Court.

Senator Leonard: Is not the point that 
Senator Flynn is making that the province 
should declare which court is to be the court, 
and then the Governor in Council, on the 
recommendation of the Lieutenant Governor 
in Council, issues the proclamation?

Mr. Maxwell: I do not think this is what 
Senator Flynn is proposing as I understand 
his proposal, and I think perhaps that would 
not be a normal thing to do.

Senator Flynn: What Senator Leonard is 
suggesting is that if you need only to confirm 
the decision of a province, as you do in 
section 22, you would only have to have a 
Provision of that kind to assure that the 
jurisdiction given by my amendment would 
be constitutional. That is my understanding 
°f Senator Leonard’s argument.
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Senator Leonard: That is the point I am 
making.

Mr. Maxwell: Perhaps I did not meet your 
point head on. Perhaps I should refer you 
back to subparagraph (ii) in section 2(e).

The Chairman: That is on page 2.

Mr. Maxwell: The (B) part of that subpara
graph, when dealing with the Province of 
Quebec—you see, it is the statute which con
fers jurisdiction. It is not the provincial legis
lature that confers jurisdiction.

Senator Leonard: That is quite true.

Mr. Maxwell: Well, it is a fundamental 
legal difference.

Senator Leonard: But it does not do it by 
delegation. It does it by saying, in the first 
instance, it will be the Exchequer Court, and, 
in the second instance by providing that the 
Governor General in Council will issue a 
proclamation that the court will be deter
mined by the province.

The Chairman: No, section 22(1) says:
The Governor in Council may, on the 

recommendation of the Lieutenant Gover
nor in Council of Quebec, issue a 
proclamation...

Mr. Maxwell: The province can make only 
one decision under the legislation, namely, 
that this court should or should not be the 
court. It does not give the province the 
opportunity of determining that jurisdiction 
should be in some other court.

Senator Connolly (Ottawa West): What is 
the difference between a delegation and a 
designation?

The Chairman: Yes.

Senator Thorvaldsen: What is the differ-
ence between a delegation and a designation? 
Do not those words mean the same thing?

Senator Leonard: Here this is really desig
nation; it is not delegation. We are designat
ing either the High Court of Justice of On
tario, or we are designating some court that 
is in turn named by the Lieutenant Governor 
in Council.

The Chairman: Of course, when you start 
running around with these words you must 
realize that the basis of this is that the feder
al authority has the exclusive jurisdiction in



176 Standing Committee

divorce. You start from that. The federal au
thority confers authority or jurisdiction.

Senator Leonard: On a court.

The Chairman: Yes, on a court. That is a 
direct confrontation. This picking out of a 
particular body or group and saying: “We 
confer authority on that body or group,” is 
designation. Once that body gets that authori
ty it exercises it, but it cannot delegate it 
further.

Senator Flynn: The system suggested by 
Senator Leonard would be designation 
because the Governor in Council would have 
discretion in accepting the choice of the prov
ince. The Governor in Council accepts the 
choice the province makes in respect of a 
divorce court. There are many good reasons 
why a province would rather, in a given case, 
give that jurisdiction to the superior court or 
the supreme court or, in another case, to a 
family court. If the Governor General in 
Council is satisfied to operate under the sys
tem provided for in section 22 he will 
approve or not approve the choice made by 
the province and, therefore, by this decision 
would be designating the court. There is no 
doubt about that.

The Chairman: I am sorry, but I cannot 
follow you, senator. I understand what you 
are saying, but I cannot follow...

Senator Flynn: Well, when you do not want 
to follow me, you do not, but when you do, 
you do.

The Chairman: Senator, that works in 
reverse too.

Senator Flynn: That may be true, but I 
have been following you more often than you 
have been following me.

Senator Connolly (Ottawa West): May I
point out that the authority that is conferred 
in section 22, as I read it, is the authority to 
designate not any court selected by a prov
ince, but the Superior Court in the case of 
Quebec, and the Supreme Court in the case of 
Newfoundland. That is precisely what is done 
by section 2. It is not a matter of delegating, 
it seems to me, in section 22. Section 22 sets 
up the Exchequer Court to hear divorces in 
these two provinces. If, however, the prov
inces choose not to use the Exchequer Court 
the federal authority confers jurisdiction at 
their option upon their superior courts. Sec
tion 22 is an exercise of federal jurisdiction in 
respect of the Superior Court in the case of

Quebec, and the Supreme Court in the case of 
Newfoundland, if they choose to use it.

The Chairman: May I summarize what I 
think the position here is at the moment. We 
seem to have arrived at the stage where we 
have had opinions expressed to the effect that 
what is proposed by Senator Flynn’s motion 
would not be a valid exercise of power. We 
have had opinions expressed to the contrary. 
Underlying it all is the question of policy. 
Even if Senator Flynn’s point of view were in 
law supportable there is still the question of 
policy which represents the choice between 
one course or another. When we get to that 
stage it appears to me that what we should do 
is stand the section, and discuss it with the 
minister. We do not have to accept the ...

Senator Thorvaldson: I am glad you have 
made that statement, Mr. Chairman, because 
you came close to suggesting that we were 
just a rubber stamp, and had no power to 
accept...

The Chairman: Senator, I am wondering 
whether you have been listening to me. I 
suggest that when you go back and read the 
text of what I said you will not find anything 
of that kind in it.

Senator Leonard: I think you are going to 
have to stand the section, but before you do 
may I ask if there is any understanding in 
Nova Scotia, New Brunswick or Alberta in 
respect of the point Senator Roebuck has 
made, that that designation or description is 
not correct? Would the present description 
“the trial division or branch of the Supreme 
Court of the Province” be applicable in Nova 
Scotia, New Brunswick and Alberta, notwith
standing what Senator Roebuck has said 
about its not being applicable in Ontario.

The Chairman: Have you anything to say 
on that, Senator Macdonald?

Senator Macdonald: It would not be appli' 
cable in Nova Scotia. In Nova Scotia we have 
a separate court which was established in 
1841, and which has been in operation ever 
since. It is called the Court for Divorce and 
Matrimonial Causes. The reason why we in 
Nova Scotia would like to keep this court, 
apart from the fact that it has given general 
satisfaction, is the fact that to this court have 
been named six judges of the Supreme Court 
of Nova Scotia and six judges of the County 
Court of Nova Scotia. There are twelve 
judges on that court which can hear divorce
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cases, and we want to keep that court. What I 
had in mind was to move a sub-amendment 
to Senator Roebuck’s amendment, to insert 
after the words “High Court of Justice of 
Ontario” the words “for the Province of Nova 
Scotia the Court for Divorce and Matrimonial 
Causes”, and then will follow some subse
quent words. But, if the whole clause is going 
to stand then I will wait.

The Chairman: I think the question I 
intended to ask you—and I think this is also 
Senator Leonard’s question—is whether “Su
preme Court of Nova Scotia”, meaning the 
court in which trials are conducted, is an 
exact description of that court. To say “the 
trial division or branch of the Supreme Court 
of Nova Scotia”...

Senator Macdonald: Yes, that is a correct 
description.

The Chairman: Now, is there any senator 
from New Brunswick who is in a position to 
tell us the same thing in respect of that prov
ince? Mr. Maxwell, is that description a prop
er description in accordance with the statuto
ry designations in the other provinces?

Mr. Maxwell: Mr. Chairman, I am afraid I 
would have to check this. If I had my copy of 
the Judges Act here I could do it 
immediately.

The Chairman: Then, we will stand. ..

Senator Leonard: I have one more point to 
make, Mr. Chairman. I think there is a little 
awkwardness in the wording of Senator Roe
buck’s amendment, which probably should 
he taken into consideration when the matter 
comes up again for discussion. I think the 
Wording is not quite as happy as it might be, 
and we might take another look at that.

The Chairman: Yes. Once the principle is 
settled we can then take up that matter.

Senator Leonard: Yes.

Senator Thorvaldsen: Mr. Chairman, may I 
ask Mr. Maxwell one question?

The Chairman: Yes.

Senator Thorvaldson: I just want to men- 
h°n that the fact is that ever since 1867 the 
tfideral power has always been exercised by a 
court in the province. There has been no 
change in respect of that?

Mr. Maxwell: I think that that is correct. I 
cannot think of any change offhand.
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Senator Thorvaldson: I just want to say 
that in regard to the Province of Manitoba 
the Court of Queen’s Bench has always had 
jurisdiction.

Senator Flynn: Mr. Chairman, I have a 
supplementary question. I do not know which 
federal statute designates the court having 
jurisdiction in divorce in New Brunswick, 
Saskatchewan, Manitoba, or the other prov
inces. Would you tell me where we find this 
designation in a federal act?

Mr. Maxwell: So far as New Brunswick is 
concerned, of course, the court derives its 
jurisdiction from pre-Confederation law, so I 
do not think we will find that designation at 
the present time in federal law.

Senator Flynn: And the same applies to 
Nova Scotia, I understand.

Mr. Maxwell: That is right.

Senator Macdonald: That trial division was 
set up only a couple of years ago. Prior to 
that time it was pre-Confederation, but you 
get this trial division now where you would 
not a few years ago.

Senator Flynn: Would Mr. Maxwell contin
ue? The answer is not complete.

Mr. Maxwell: We are talking now about the 
western provinces?

Senator Flynn: Yes.

Mr. Maxwell: Again you have jurisdiction 
inferred from the fact that there is a body of 
substantive law in force in those provinces 
without any designation of the court. There
fore the Privy Council has held that it is the 
superior courts of those provinces which have 
jurisdiction in the absence of any designation.

Senator Flynn: I suggest that if you do not 
need a specific designation probably the legis
latures could have any court.

Mr. Maxwell: I think not, for this reason. 
Where there is no designation of any kind I 
think it must necessarily be the superior 
court. In short, you would get back to the 
same result. In my submission, it does not 
follow that because there is no designation a 
province can come in and make a designation. 
I think not.

Senator Benidickson: In Northwestern On
tario we get a Superior Court judge only 
about twice a year, and it looks impressive
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and expensive. What can we do to allow a 
district court judge to deal with it?

Senator Roebuck: I am coming to that in 
another amendment as soon as we are 
through with the present amendment.

Senator MacKenzie: I should just like to 
ask if our Law Clerk would check on the 
situation in respect of British Columbia in 
view of the legislation passed there recently 
conferring power only on county court 
judges, based I believe on pre-Confederation 
circumstances. I have forgotten the case, but 
I should like it checked.

Mr. Maxwell: I know about that case. In
deed, I was involved in it. I think perhaps 
that case may be mentioned at a later stage.

Senator Grosart: I should like to clarify 
this question of delegation and designation in 
the minds of laymen. Would Mr. Maxwell tell 
me what in his view the constitutional effect 
or otherwise would be if clause 22, subclause 
(1) read ...

The Chairman: Wait a moment, senator. 
We are on clause 2 at the moment.

Senator Grosart: But we are discussing 
clause 22.

The Chairman: We are not embarking on a 
consideration of clause 22.

Senator Grosart: I am not suggesting that 
we do. In view of the discussion we have had 
on the other clause I am asking what the 
effect would be if clause 22 read in the way I 
was about to suggest. I wish to ask this 
because it goes directly to the matter of dele
gation and designation, which has been the 
corpus of the discussion so far. I would ask 
your permission, Mr. Chairman, to direct that 
question to Mr. Maxwell for his opinion and 
clarification. If you think I should wait I 
would be glad to.

The Chairman: No, you are in order.

Senator Grosart: Could we have your opin
ion, Mr. Maxwell, on the constitutional effect 
or otherwise if clause 22 subclause (1), which 
has been referred to in the discussion, read as 
follows:

The Governor in the Council may, on the 
recommendation of the Lieutenant Gov
ernor in Council of any province, issue

a proclamation designating a court of 
that province for the purpose of this 
act ... 

and so on?

Mr. Maxwell: What you contemplate, as I 
understand it, is that it is the province which 
should decide, and this will then tie the 
hands of the Governor in Council. I am a 
little unclear about the exact wording.

Senator Grosart: If I might explain, Mr. 
Maxwell ...

The Chairman: Read it again.

Senator Grosart: Mr. Maxwell asked me a 
question. That is not what I contemplated. 
What I contemplated was the Governor in 
Council being given the power to designate 
any court on the recommendation of the Lieu
tenant Governor in Council of any province.

Mr. Maxwell: But he could only act on the 
recommendation?

Senator Grosart: He may act on the recom
mendation, as he may under clause 22 now. 
He may only act on the recommendation in 
respect of Quebec and Newfoundland. I am 
asking what would be the constitutional effect 
or otherwise—and only the constitutional 
effect or otherwise—of the extension of this 
designation for certain courts in Quebec and 
Newfoundland to all provinces.

Mr. Maxwell: I think there is no doubt that 
the formula set out in subclause (1) of clause 
22 could be applied in all provinces.

Senator Grosart: Constitutionally?

Mr. Maxwell: Oh yes. This formula could 
be applied.

Senator Grosart: That answers my 
question.

Senator Flynn: I want to be sure. If instead 
of mentioning a given court in clause 22 you 
say that the Governor in Council could 
approve, ratify or concur in the choice or 
recommendation made by a province, as has 
been suggested by Senator Grosart, the Gov
ernor in Council may on the recommendation 
of the Lieutenant Governor in Council of any 
province issue a proclamation declaring a 
given court for that province to be the court.

Senator Grosart: I did not say “a given 
court”. A court.
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Senator Flynn: A court to be the court for 
the purposes of the act.

The Chairman: We are speculating on the 
combination of paragraph (e) and (B) in deal
ing with the situation in the province of Que
bec in relation to clause 22. You are present
ing something which would ignore the defini
tion of a court. The definition of a court in 
this bill is the Superior Court of the Province 
of Quebec if certain things happen.

Senator Flynn: Of course it presupposes an 
amendment to paragraph (e). The proposal of 
Senator Grosart would probably mean for 
any province where a proclamation has been 
issued under subclause (2) of clause 22 the 
court mentioned in such proclamation.

Senator Leonard: Otherwise the divorce 
division of the Exchequer Court.

The Chairman: Then paragraph (e) of 
clause 2 stands for consideration of the 
minister.

Senator Roebuck: No we are not letting it 
stand as a clause. We stand the amendment, 
if you please. I have more amendments on 
this clause which I wish to lay before the 
committee. We are not ready to stand the 
whole clause yet.

The Chairman: I mean that it is up to the 
committee. I understood that on the question 
pf the definition of “court” we were getting 
into the area of policy and the committee 
Wished to have the clause stood in order to 
hear the minister.

Senator Roebuck: I am quite satisfied with 
that, but I thought you said we were standing 
the clause.

The Chairman: No, we stand consideration 
°f the clause. I do not see any difference 
between saying “standing consideration” and 
“standing the clause”. It means that we have 
hot dealt with it.

Senator Roebuck: The only point is that I 
Wish to tender another amendment. That is 
all.

The Chairman: If you have another amend
ment dealing with the point that we are 
Proposing to stand, I think it should be on the 
record now.

Senator Roebuck: I do not know what you 
are standing, even yet. Are you standing con
sideration of the amendments which are now 
Proposed?

Senator Leonard: Standing 2(a) to 2(g)?
The Chairman: The proposal, as I under

stand it, is to stand further consideration of 
this paragraph (e) until the minister is 
present.

Senator Roebuck: Yes. Well, are you ready 
to accept another amendment?

The Chairman: If there is any other 
amendment that any member of the commit
tee wishes to propose, that deals with para
graph (e), I think we should have it on the 
record now.

Senator Roebuck: Thank you, Mr. Chair
man. I have here an amendment which I will 
put forward.

The Chairman: It is on page 11 of your 
memorandum, is it?

Senator Roebuck: Yes, it is number 11. In 
its report, the Joint Committee recommended 
that county courts of all provinces having 
jurisdiction to dissolve marriages be given 
jurisdiction in divorce. The committee also 
recommended that a petition lodged in the 
county court might be transferred to the Su
preme Court by any of the parties who 
wished a higher court trial, as they are in any 
cases beyond the jurisdiction of the county 
court.

Clause 2 of bill C-187 defines the court hav
ing jurisdiction in divorce and other matters 
dealt with in the bill as the Supreme Court of 
the various provinces other than Quebec and 
Newfoundland—although in the provinces of 
Manitoba and Saskatchewan the Supreme 
Court is entitled the Court of Queen’s Bench, 
and in the Yukon Territory and the North
west Territories the Supreme Court there is 
entitled the Territorial Court.

The Joint Committee considered this matter 
carefully and after such consideration, and 
having heard the evidence of the Honourable 
J. C. McRuer, former Chief Justice of the 
High Court in Ontario, recommended that the 
county courts of all provinces having jurisdic
tion to dissolve marriages be given jurisdic
tion in divorce, equally and concurrently with 
the Supreme Court of the respective prov
inces. As the judges of the county court are 
local judges residing in their respective coun
ties and having offices in the country town, so 
that access to them is readily available, and 
on the county court scale of fees, great 
advantage are foreseen to the parties, the 
witnesses, the members of the legal profes-
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sion, and others, in the adoption of the com
mittee’s recommendation. Therefore, I am 
going to move that clause 2(e) be amended as 
follows...

The Chairman: Where do you add the 
amendment. Where are you proposing to add 
the amendment, to what part of the clause?

Senator Roebuck: Wait until I read it.

The Chairman: I have read it. Go ahead.

Senator Roebuck: I am amending it right 
there. The amendment proposed is:

That Section 2(e) be amended as fol
lows: Wherever in the said subsection the 
words “Supreme Court” or “Superior 
Court” or the “Court of Queen’s Bench” 
or “Territorial Court” appear, there be 
added immediately thereafter the words: 
“and County Court.”

One senator suggested that perhaps my previ
ous amendment was not too happy. Of course, 
I am not egotistical enough to think I have 
said the last word on the phraseology of 
amendments, but in this amendment I think I 
have made clear what I mean. I want to add 
“county courts” to the Supreme Court wher
ever it or any of the other courts appear.

The Chairman: That would really involve 
adding those words to each one of the sub- 
paragraphs of (e)?

Senator Roebuck: Yes. So I am really 
amending all of these subparagraphs.

The Chairman: The meaning of your 
proposal is clear and it is on the record. Are 
there any other amendments to paragraph (e) 
of clause 2, other than this?

Senator Flynn: I would—

Senator Roebuck: I do not know that I 
have another amendment to that section.

The Chairman: Senator Flynn, you read 
yours into the record.

Senator Flynn: That is all right.

Senator Leonard: As you are standing the 
whole clause, I wonder whether we should 
also have some discussion at this time on the 
last amendment proposed by Senator Roe
buck, if anyone wishes to say anything.

The Chairman: Oh, yes.

Senator Roebuck: By all means. I would 
like to hear some discussion.

The Chairman: Is there any presentation to 
be made by any member of the committee in 
relation to extending the jurisdiction beyond 
what is provided in the bill, in other words, 
extending it to the county court in the vari
ous provinces?

Senator Flynn: I was going to ask Senator 
Roebuck if “county court” would be an ade
quate description of all the courts in the other 
provinces?

Senator Roebuck: Probably not.

Senator Aselline: District court?

The Chairman: Senator Roebuck did not 
intend that this be the precise word to be 
taken.

Senator Roebuck: No, the meaning is there.

The Chairman: That is all right.

Senator Roebuck: Furthermore, I may add 
that some of these clauses of the bill might 
have to be amended in connection with this 
amendment. I do not know that, as I have not 
had time to study each one in reference to 
this. If we accept this, the department no 
doubt will assist us, or our own legal counsel 
will assist us, in the exact phraseology of the 
amendment.

The Chairman: That is right.

Senator Roebuck: I would like to hear 
opinions.

Senator Flynn: Is it your purpose that the 
provinces may have the choice of the Su
preme Court, the Superior Court, or the coun
ty courts, or would you give them both the 
same jurisdiction?

Senator Roebuck: I think I could agree 
with the chairman in this, that it is our job to 
designate the court. We have done that in the 
past and we have never done it otherwise. On 
the other hand, we have always accepted the 
recommendations of others—subject to our 
own judgment. I have no doubt that if the 
Province of British Columbia or some other 
province should propose a certain court, such 
a recommendation would be very seriously 
considered by us. In the meantime, however, 
I am for the exercising of the jurisdiction 
which as been given to us to name the court 
ourselves. A study of this whole business of 
courts is in order and is really called for.
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Senator Flynn: You did not answer my 
question. I was asking whether this gives 
both courts jurisdiction, or only one of them.

Senator Roebuck: I though I made that 
clear, that it is concurrent jurisdiction. I also 
mentioned the point from the report, that any 
individual party could move to transfer a 
trial from the county court to the Supreme 
Court, if he thought he needed a Supreme 
Court trial. That is not in that short 
resolution.

The Chairman: No, but I think it is clear 
that you mean to extend the jurisdictions so 
as to include what you might call the lower 
court.

Senator Roebuck: Yes.

The Chairman: In the sense of its jurisdic
tion in the province?

Senator Roebuck: Yes.

The Chairman: Are there any other sub
missions on this question?

Senator Benidickson: Mr. Chairman, may I 
say that I practiced law in the northwest part 
°f Ontario and it was as far remote from our 
capital site as was Halifax. I repeat, we got 
justices of the Supreme Court only twice a 
year. I think it was rather a hardship on the 
People concerned to have to wait for them or 
to have to pay high fees to the higher court.

The Chairman: Honourable senators, would 
you excuse me for a few moments as I have 
an urgent call to deal with? Senator Leonard 
will take the Chair.

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

The Acting Chairman: Is there any further 
discussion on paragraph (e) or shall (e) stand?

Senator Flynn: Yes. For the record, if my 
amendment would be judged not constitution- 
si, I alternatively move the following:

“court” for any province means
(a) where no proclamation has been 

issued under subsection (1) of section 22, 
the Divorce Division of the Exchequer 
Court, or

(b) where a proclamation has been 
issued under subsection (1) of section 22, 
the court named therein.

The Acting Chairman: Is there any discus
sion on Senator Flynn’s point?

Senator Fergusson: Regarding what courts 
are going to be designated, I would like to 
ask a question, if I may.

The Acting Chairman: Yes.

Senator Fergusson: I understand that in 
New Brunswick most of the Bar are not in 
favour of county courts having jurisdiction. 
They are very much against it. But I have not 
had any information from the Attorney Gen
eral’s Department, and I wondered if the De
partment of Justice had received any 
representation on this from the Attorney 
General’s Department of New Brunswick and, 
if so, what it was. I would like to know.

Mr. Maxwell: The information that I have, 
Senator Fergusson, is that the Province of 
New Brunswick is very satisfied with the bill 
in its present terms on this point at least.

Senator Fergusson: This is what I under
stand too. They do not want it changed.

Mr. Maxwell: This is true. As a matter of 
fact, the information that I have obtained 
over the last few months is that there is a 
considerable difference of view about the 
matter of county court jurisdiction.

Senator Thorvaldson: Mr. Chairman, along 
the same point, may I ask Mr. Maxwell if he 
has had any similar or other information 
from the Attorney General of Manitoba?

Mr. Maxwell: No, I think not, Senator 
Thorvaldson, I have not had any direct com
munication from that province, but I have no 
reason to think that they are dissatisfied in 
any way with the terms of the bill.

Senator Fergusson: I still do not know what 
Mr. Maxwell says in answer to my question 
concerning the Department of Justice having 
any direct communication from the Depart
ment of the Attorney General of New Bruns
wick, and, if so, what it was.

Mr. Maxwell: I have had discussions with 
the Deputy Attorney General and Mr. Hick
man.

The Acting Chairman: Have you got your 
answer, Senator Fergusson?

Senator Fergusson: Well, no. I would like 
to know what the Attorney General’s opinion 
is.

Mr. Maxwell: I am sorry. I thought I had 
said that they are satisfied with the bill as
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presently written in so far as it applies to 
that point.

Senator Fergusson: I am sorry. I thought 
you meant the lawyers in New Brunswick are 
satisfied.

Mr. Maxwell: No, I spoke with both the 
Deputy Attorney General and Mr. Hickman, 
who is the former Deputy Attorney General, 
and who is at present adviser to the Attorney 
General.

The Acting Chairman: Is there any other 
comment?

Senator Macdonald: Have you had any 
communication from the Attorney General of 
Nova Scotia respecting that point?

Mr. Maxwell: The Attorney General of 
Nova Scotia has written to my minister and 
my minister has replied to that communi
cation.

Senator Macdonald: Perhaps I could ask 
one other question which, although it is not 
actually on the matter, yet comes under the 
general orbit. In clause 26, where various acts 
are repealed, under subsection (2) it says:

Subject to subsection (3) of section 19, 
all other laws respecting divorce that 
were in force in Canada or any province 
immediately before the coming into force 
of this Act are repealed, but nothing in 
this Act shall be construed as repealing 
any such law to the extent that it consti
tutes authority for any other matrimonial 
cause.

Constitutionally, would that be sufficient to 
repeal the Act of 1841 in Nova Scotia setting 
up the Court for Divorce and Matrimonial 
Causes?

Mr. Maxwell: Well, it preserves the law to 
the extent that it may deal with any other 
matrimonial cause, Senator Macdonald. I sup
pose to the extent that there may be annul
ment jurisdiction remaining in your present 
Confederation court, of course it would be 
preserved for at least that purpose.

Senator Macdonald: Do you think there is a 
necessary implication there that everything 
else is repealed without specifically being 
named?

Mr. Maxwell: Oh, yes, I would think so. I 
would feel that you would not have to specifi
cally designate the statute you repealed if the 
words clearly encompassed it, and I think 
they would.

The Acting Chairman: Does that answer 
your question, Senator Macdonald?

Senator Macdonald: I asked his opinion and 
he gave it.

Senator Flynn: The repeal would be with 
respect to divorce only.

Mr. Maxwell: Yes. You can repeal, of 
course, by implication. That is a possible way 
of repealing a law.

Senator Macdonald: If I remember correct
ly—I think it is Section 129 of the B.N.A. 
Act—pre-Confederation laws remain in force 
until repealed by the federal Parliament.

Mr. Maxwell: That is true.

Senator Macdonald: I was wondering if the 
necessary implication would be sufficient in 
such a case or if it would be necessary to 
name the law.

Mr. Maxwell: I do not think, Senator Mac
donald, you would need to name the statute. I 
think, if you enacted a law that clearly ran 
opposite to the previous law, that law would 
be repealed by necessary implication, even 
although there are no express words of repeal 
in it. Therefore, if you repeal laws by 
describing them in a general way, I feel quite 
satisfied that that would work as a repeal, 
even although there is no express mention of 
the law.

The Acting Chairman: Is there any further 
discussion on subclause (e)?

Senator Grosart: Mr. Chairman, in view of 
the fact that, as I understand it, the minister 
will be here, it is a policy matter and I will 
not direct the question to Mr. Maxwell, but it 
is stated as personal opinion that, while it is a 
progressive step taken in this bill to extend 
reasonably the grounds for divorce, it would 
be equally progressive to reduce the cost of 
divorce and to improve the convenience of 
access to due process of law of the average 
Canadian.

The Acting Chairman: Senator Roebuck.
Senator Roebuck: I was going to say that 

from the discussion it seems clear that the 
situation is not the same in all the provinces 
and nobody can deal with that as effectively 
as the department. So, if we stand this mat
ter, as we are going to, for Mr. Trudeau s 
attendance, a greater study than has been
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made to date will no doubt follow. We will 
hear from him authoritatively, no doubt, 
when he comes.

The Acting Chairman: Does subclause (e) 
stand?

Hon. Senators: Stand.

The Acting Chairman: (f), marginal note: 
“court of appeal”.

Hon. Senators: Carried.

Senator Flynn: I may just mention, sir, as 
we pass (f), that, if Parliament has any fear 
of giving jurisdiction to different courts in the 
province, the fact that there is an appeal to 
the Appeal Court of each province and then 
to the Supreme Court, if the Supreme Court 
wished to entertain such appeal, would help 
create uniform jurisprudence in this matter.

(Senator Salter A. Hayden in the Chair)

The Chairman: (f) is carried.

Hon. Senators: Carried.

The Chairman: (g), “petition”?

Senator Aseltine: In regard to (g), in the 
Province of Saskatchewan we have no peti
tions for divorce. We have just actions for 
divorce which are started in the same way as 
any other action is started. There is a writ of 
summons, a statement of claim attached, and 
that statement of claim asks for the relief.

Would the definition as it stands cover a 
case of that kind?

The Chairman: Mr. Maxwell?

Mr. Maxwell: Well, of course, Senator, this 
bill would contemplate that the document 
commencing a divorce proceeding would be a 
Petition. I do not suppose that one could get 
around that in any way. It does not follow 
that all petitions must look alike. I do not 
suppose they need all say exactly the same 
thing, but I think it would be fair to say that 
We were hoping that there would be a good 
degree of uniformity in divorce proceedings 
across the country. I think it is fair to say 
that this bill was written with that in mind.

Senator Aseltine: We would have to remod
el our Queen’s Bench act and all our rules of 
court to comply with this.

Mr. Maxwell: With respect, I think you 
yould have to enact new rules. I mean the 
Judges of the court would enact new rules. I 
JPay say in that regard that it is our inten

tion, once this bill passes both houses, to con
vene a conference of the judges with a view 
to trying to work out appropriate, and we 
hope more or less uniform, rules that will 
apply throughout the country in all of the 
superior courts.

Senator Benidickson: Mr. Chairman, the 
witness has just referred to uniform rules in 
superior courts across Canada. Now some of 
these items have been deferred, but I wonder 
if we could have in the meantime a consider
ation of ways and means of making it easier 
for people who are, for example, in Manitoba 
and who are a thousand miles from a superi
or court, and in northwestern Ontario, to my 
knowledge, there are people a thousand miles 
from the headquarters of the superior court 
—would it not be possible to work out uni
form rules that make it possible for them to 
benefit by this new act?

Mr. Maxwell: I have no doubt, Senator, 
that that kind of matter will be considered 
when we get down to the hard work of trying 
to frame the new rules of court.

The Chairman: Are you ready for the ques
tion? Shall subparagraph (g) carry?

Hon. Senators: Carried.

The Chairman: Then, honourable senators, 
we come to clause 3 of the bill—grounds for 
divorce.

Senator Roebuck: I have some amendments 
to propose here. It is pointed out by the com
mittee that wilful non-support on the part of 
the husband is a serious matrimonial offence, 
but no mention of it is made in the bill unless 
it was intended to be included in section 4 (1) 
(e) where the spouses had been living sepa
rate and apart for any reason for a period of 
not less than three years. This, however, is 
placed on the basis of a permanent break
down of the marriage. It would, however, be 
much better to include it as an offence as the 
committee has described and as an offence 
not different in quality from desertion or 
cruelty. I will therefore move that section 3 
be amended by adding at the end thereof 
following clause (d) the following words:

Wilful non-support by a husband of his 
wife or child or children without reasona
ble excuse for a period of one year.

May I add to that that the family courts are 
taxed to the limit with cases of men who 
have deserted their wives and refused to sup
port them when they are quite able to do so.
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I call special attention to the words “wilful 
non-support” as a serious offence and it 
should not be in clause 4 at all. It should be 
in the grounds for divorce in clause 3 as 
being a matrimonial offence. Clause 4 is dif- 
fernet in that it gives relief where there is no 
actual provable offence but where neverthe
less the marriage has broken down and is a 
dead letter. Therefore this should be in clause
3 and I so move.

The Chairman: Senator Roebuck, I would 
like to get your point of view concerning 
clause 4 which provides additional grounds 
which are all based on the breakdown of the 
marriage. Would you not agree that wilful 
non-support certainly for a year would be a 
ground which should come under clause 4 as 
being a breakdown of the marriage?

Senator Roebuck: I don’t think so. I don’t 
think it would be a breakdown of a marriage 
at all. The poor woman may start being faith
ful and may remain faithful to her husband 
although he is very unfaithful to her. I don’t 
think it is proper to place it under clause 4. It 
ought to be included in clause 3 as an offence 
irrespective of whether the marriage has been 
disrupted previously. This particularly 
applies to the child or to the children of the 
marriage. It would be a godsend to the family 
courts and those who are trying to enforce 
the order of the family courts to make hus
bands pay, when they can. As you will under
stand, this only applies to husbands when 
they can pay and do not pay.

Senator Aseltine: In my opinion it should 
not be a ground for divorce. It is going too 
far.

Senator Roebuck: If we have before us a 
situation which cries out for relief, why don’t 
we grant that relief?

Senator Grosart: Mr. Chairman, may I 
point out that in my reading of the bill clause
4 does not provide for automatic divorce or 
the right of divorce where there is merely 
permanent breakdown of a marriage or living 
apart. It says permanent breakdown, living 
apart plus these various matrimonial offences. 
So I would suggest that to say that wilful 
non-support is covered by subclause (d) 
would hardly seem to be correct.

The Chairman: Nobody said it was covered. 
I asked Senator Roebuck whether in his view 
it was covered and he expressed his view that 
it wasn’t. He said it did not belong in clause 4.

Senator Roebuck: It isn’t sufficiently 
covered.

The Chairman: It seems to me that if they 
are living separate and apart for a period of 
three years, then that is an additional ground 
for divorce under clause 4.

Senator Roebuck: Unless she starves to 
death in the meantime.

The Chairman: We have to keep within 
certain limits here, I think, and there is no 
assurance if there is wilful non-support for a 
year that any judge who grants a divorce or 
makes an order for alimony, etc., will be any 
more successful than they have been in the 
courts or other places where people now go 
for such relief.

Senator Roebuck: No, but she may find
herself a very much better husband.

Senator Leonard: I don’t think that is a 
sufficient ground for divorce in this particular 
case. It does not come into the same category 
as the other offences such as cruelty and 
bigamy. I would hesitate to accept that.

Mr. Maxwell: I should make it clear that 
the Government considered that recommen
dation and rejected it for policy reasons 
primarily. But I would add that it did seem 
to a number of people that that kind of 
ground might well result in making divorce 
far too easy. But, I suppose, this is a matter 
which one could argue both ways. I don’t 
think I can help the committee too much 
more on this point.

The Chairman: Are you ready for the ques
tion on this amendment? Those supporting 
the amendment? Those contrary?

The Clerk of the Committee: Seven to six 
against.

The Chairman: The amendment is lost.

Senator Macdonald: While looking at clause 
3 why not look at subclause (d) where it says: 

has treated the petitioner with physical 
or mental cruelty of such a kind as to 
render intolerable the continued cohabi
tation of the spouses.

The use of that word “intolerable” seems to 
be a vague usage in that context. It would be 
difficult to prove, I would think.

The Chairman: Maybe Mr. Maxwell can tell 
us whether there is any jurisprudence on it.
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Mr. Maxwell: I am not certain there is any 
express jurisprudence on the word “intolera
ble.” We thought we were laying down a test 
that would be acceptable. After all, when I 
put the converse to you, let us assume the 
activity is not intolerable. Then, perhaps, 
there should not be any right to divorce on 
that ground. Surely, it is only when the 
action or activity complained of creates an 
intolerable situation that there should be, at 
least arguably, a ground for divorce. I do not 
think I could give you a section of the statute 
which deals with this language as such, but 
we thought it a reasonably proper test and 
one that the courts could apply.

Senator Flynn: I am quite convinced it is 
subjective because what is intolerable to one 
may not be intolerable to another. I think the 
jurisprudence in matters of separation as to 
bed and board, as far as injurious offences 
are concerned, these have been judged in a 
subjective way, depending on the circum
stances. “Mental cruelty” is something that is 
subjective also.

The Chairman: Oh yes.

Senator Macdonald: I notice it says, “with 
Physical or mental cruelty ...” Would a com
bination of the two be accepted?

Mr. Maxwell: Yes, that cannot be read as 
being purely disjunctive.

The Chairman: Shall section 3 carry?

Senator Roebuck: I have another amend
ment, Mr. Chairman.

The only place where desertion is men
tioned is in section 4, so I must consider these 
two together to some extent. Section 4(e)(ii) 
says:

by reason of the petitioner’s desertion of 
the respondent, for a period of not less 
than five years,

The committee recommended that desertion 
be a ground for divorce as an offence, and it 
surely is. I took very strong objection—as 
some of my colleagues will remember—to 
making an offence by the plaintiff a ground 
for divorce from which he should benefit. 
This is not good principle and is not good in 
many other ways, so I am going to move:

That Section 3 be amended by adding 
thereto the following words:

This is No. 3 in my sheaf of amendments.
(f) has deserted the petitioner for a 

period of three years, in which the par

ties have not cohabited and there appears 
no reasonable expectation of a resump
tion of cohabitation within a reasonable 
period of time.

That gets away from any idea of the 
wrongdoer taking advantage of his own 
wrong. This is that the deserted person may 
make that application to the court against the 
deserter. This is not covered by the bill now 
at all—unless you go into the pure separation 
ground, to which we will come later.

Senator Aseltine: Is it not covered by sec
tion 4, in a way?

Senator Roebuck: In a way it is, because 
there it says “for any reason”, but that is too 
broad entirely for a bill of this kind. I do not 
know what the rulings of the courts would be 
on it, I am sure; but, besides that, it is not 
properly in section 4. It is an offence which 
should be in section 3, which covers offences.

The Chairman': Why do you say it is an 
offence?

Senator Roebuck: To desert your wife?—of 
course it is; it is a matrimonial offence, it is 
not a criminal offence.

The Chairman: I am talking about the 
whole amendment you are proposing. Deser
tion is covered in section 4.

Senator Roebuck: Desertion is covered in 
section 4 in an odd kind of way which gives 
the deserter the right to sue the deserted 
after five years.

The Chairman: Yes, and it gives the person 
deserted the right to sue in three years.

Senator Roebuck: It may or may not—“for 
any reason”—which is very, very wide 
indeed.

The Chairman: It is not “may or may not.” 
In section 4(l)(e) it states:

the spouses have been living separate and 
apart

(i) for any reason ...

Senator Roebuck: “.. .for any reason”-—that 
is about as broad as the Atlantic Ocean.

The Chairman: That is a very broad right 
for the wife, if she is deserted.

Senator Roebuck: I suppose we could abol
ish the whole of the act—Senator Grosart 
suggested that when we were debating the 
bill in the house—and say that for any reason
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anybody can apply for a divorce, after 
so-and-so; and then you do not need any of 
the rest of the act at all.

Senator Leonard: Could I ask Senator Roe
buck if he intends that this amendment to 
section 3 should take the place of the three- 
year desertion mentioned in section 4(l)(c)?

Senator Roebuck: No, that is a pure separa
tion, and I will come to that shortly. But I 
would not leave it stand that a person may 
apply for a divorce after a separation of three 
years for any reason, by any means. I 
explained why in the house, pretty fully I 
thought. I would amend that to say, if they 
have been living separate and apart for three 
years and not cohabiting, and there is no 
likelihood of their resumption of cohabitation. 
That is a proper ground for divorce, on the 
ground of separation. That is not what it says 
now.

Senator Leonard: Could I again ask Senator 
Roebuck, is it meant to take the place of the 
five-year period in section 4(l)(e)(ii).

Senator Roebuck: I would strike that out.

Senator Leonard: Your amendment, in 
effect, of section 3 reduces the present five- 
year period to a three-year period, is that so?

Senator Roebuck: Yes, for this good reason, 
that when you come to determining the real 
culpability between the parties when they 
break up, one may be a technical deserter 
and the other technically deserted, but who 
knows what grounds he had for getting out? 
There are many men who are technically 
deserters who have allowed an application 
against them when the wife applies under the 
judicial separation clauses.

The Chairman: For support and main
tenance?

Senator Roebuck: For support and mainte
nance, and so on. The man is prepared to 
allow the woman to go ahead with a motion. 
She alleged she was deserted, and although 
he does not offend he becomes the technical 
deserter, whereas, as a matter of fact, he may 
be entirely justified. So, I would not go into 
that unless it is raised in defence, and that is 
when we come to section 3. But that has very 
little to do with my suggestion that when the 
husband deserts a wife we ought to submit 
that to the court, because that is an offence 
against the marital arrangement.

Senator Aseltine: What is the policy of the 
department on this one?

Senator Roebuck: The department supports 
the bill.

Mr. Maxwell: Well, I think...

Senator Aseltine: I understand that the 
English act treats it as a ground.

Mr. Maxwell: Yes, it could of course be so 
treated as a ground.

Senator Aseltine: And in the bills I intro
duced in the Senate it was treated as a 
ground.

Mr. Maxwell: You see, we are in this posi
tion. I think that, if you are going to make 
desertion a marital offence, then in all logic 
you have to make it an offence after the same 
fashion as you have other marital offences 
listed here, for example, adultery. There 
should not be any question about the parties 
going back together again, and that sort of 
thing. It is an offence giving an immediate 
and unqualified right, I would have thought, 
to a divorce.

Now, the Joint Committee’s recommenda
tion about desertion was couched in such 
terms, as I remember it now, that it con
tained some qualifications, and the qualifica
tions that were inserted rather led to the con
clusion that it was more aptly described as a 
breakdown ground, and when...

Senator Aseltine: That is the point I want 
to get into.

Mr. Maxwell: Yes—and when you get into 
a consideration of whether or not there are 
grounds for a divorce it is a simple enough 
concept for the most part to talk about living 
separate and apart, because that is a relative
ly simple question of fact, rather than to start 
talking about who deserted who, because that 
raises difficulties and you could have a great 
dispute about whether or not there is deser
tion. But, whether or not people are liv
ing separate and apart is a relatively simple 
and easy thing to administer.

Senator Grosart: But, surely, Mr. Maxwell, 
that is something that is extremely important 
to determine—whether there was desertion. It 
is all right to say it is simple to determine 
whether the parties are living apart, but 
surely this is something that the legislation 
should be concerned with—the question of 
who is culpable in a particular case.
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Mr. Maxwell: I think, Senator Grosart, it 
might be a factor, but certainly, in the way in 
which it is dealt with in this bill, it would 
only become important where the deserter 
decides to bring an action or a petition for 
divorce. It would then be a factor. This, of 
course, is penal insofar as the deserter is 
concerned. He can only bring his action after 
five years of desertion, whereas the deserted 
party, in our submission, can bring it after 
three years.

Senator Grosart: Mr. Chairman, I do not 
know whether we are now discussing clause 
4—whether we are taking the two together...

The Chairman: We have got to. If there is 
something in relation to desertion in clause 4 
then I point out that there is an amendment 
to put something in relation to desertion into 
clause 3. Are you going to leave in clause 3, 
and have it...

Senator Grosart: No, no; I am only asking 
if I am in order in discussing clause 4 in 
relation to Mr. Maxwell’s remarks.

The Chairman: I interpreted your attitude 
as being one of opposition to dealing with the 
two clauses at the same time.

Senator Grosart: Not at all. I have never 
objected to the way you run the committee, 
Mr. Chairman. In fact, I have often com
mended you on it. I am fully agreed.

I would have some doubts, as others have, 
as to the advisability of placing this desertion 
clause in clause 3, because, as Mr. Maxwell 
has pointed out, under clause 3 the 
matrimonial offences there give immediate 
cause and immediate right of petition. Now, 
this does not apply under clause 4. Under 
clause 4 we have time limitations in respect 
of every one of the additional causes which 
must be added to permanent breakdown and 
living apart. I would support the suggestion 
that I think is coming from Senator Roebuck, 
that clause 4(i)(e) should be completely 
revised, otherwise we will be in the anoma
lous position of having one offence—and it 
may not under this—being made a legal 
offence.

My understanding is that the courts have 
determined over the years that desertion, of 
■which willful non-support is an element, is to 
be regarded as a matrimonial offence. I do 
not believe it is the intention of this act to 
make it merely not a matrimonial offence, but 
the fact of desertion, in itself, a ground for 
divorce. That is the objection I made in the 
Senate, and I make it again here.

The Chairman: Are you ready for the 
question?

Senator Leonard: I should like to make the 
point, Mr. Chairman, that I think this amend
ment suggested by Senator Roebuck comes 
more properly under clause 4. Therefore, I 
am going to vote against it in respect of 
clause 3 in the expectation that he will move 
an amendment to clause 4 dealing with the 
period of desertion.

The Chairman: And if he does not, why, 
you may propose one.

Are you ready for the question?

Senator Roebuck: How would it be if we 
leave that alone for the moment while we go 
to clause 4?

The Chairman: There is an amendment 
proposed to clause 3 and, of course. . .

Senator Leonard: Mr. Chairman, it would 
be interesting to know why clause 4 is sepa
rated from clause 3, and if there is any addi
tional proof required under clause 4 which is 
not required by clause 3.

The Chairman: Do you mean that we 
should ask Mr. Maxwell to give us the 
philosophy accounting for the existence of 
both clauses 3 and 4?

Senator Leonard: I would like to hear it.

The Chairman: Well, Mr. Maxwell?

Mr. Maxwell: Specifically, I think reference 
might be made in this regard to clause 9 of 
the bill, and to paragraphs (d) (e) and (f) of 
subclause (1) in particular, because these are 
the paragraphs that impose special duties on 
the court where the proceeding is under clause 
4 rather than under clause 3. I do not sup
pose I need to read them because they are 
fairly clear ...

The Chairman: No. The question is whether 
there is a possibility of reconciliation?

Mr. Maxwell: That is right.

Senator Leonard: They are two different 
concepts?

Mr. Maxwell: Yes, that is right, senator, 
and I might say this, that the recommenda
tion of the Joint Committee in regard to de
sertion provided that it should be right—and 
I quote—“where there is no reasonable pros
pect of resumption of cohabitation within a 
reasonable period of time.” That is the kind
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of rider, if I can put it in that way, that 
would be more apt if it applied to the break
down concept, and that, of course, is where 
we have it under paragraph (d).

The Chairman: Is that satisfactory, 
senator?

Senator Leonard: Thank you, Mr. 
Chairman.

The Chairman: Are you ready for the ques
tion? Those in favour of the amendment, 
please indicate. Those to the contrary? The 
amendment is lost.

Senator Roebuck: What was the count?

The Chairman: Six to one.

Senator Fergusson: No, I voted for that.

The Chairman: You did not have your hand 
up. I will ask again. Will those supporting the 
amendment please indicate? There are four 
hands raised. Those to the contrary? There 
are ten hands raised. The amendment is lost, 
ten to four.

Shall clause 3 carry?

Hon. Senators: Carried.

The Chairman: Now, we come to clause 4. 
These are the additional grounds.

Senator Roebuck: I have something in the 
form of a preliminary statement to make 
about this.

The committee’s report enumerated a num
ber of conditions destructive of marriage 
which do not involve a marital offence on the 
part of either spouse, but which terminate 
cohabitation effectively. Among those are 
gross and habitual drunkenness, drug addic
tion, persistent criminality resulting in long 
terms in a penitentiary, and illness, mental or 
physical.

Clause 4 of the bill purports to carry out 
the various recommendations under this 
heading. The clause mentions permanent 
breakdown of marriage by reason of one or 
more of the circumstances enumerated. If the 
word “permanent” is understood by the 
courts as it is defined in Webster’s dictionary, 
as a “lasting to the end,” the petitioner under 
all the circumstances mentioned would be left 
with an impossibility—at least in some cases. 
It would not be possible to say in most cases 
that the separation would be forever, or until 
one of the parties died. Witnesses can only 
say what they know now. The committee met 
this difficulty by providing that the parties

had not cohabited for the previous three 
years and there appears no reasonable expec
tation of a resumption of cohabitation within 
a reasonable period of time. That is some
thing specific which the mind can grasp. 
“Permanent” is something which cannot be 
grasped.

Accordingly, I move that section 4 be 
amended by striking out the word “perma
nent” in line 5 thereof and by adding after 
the word “petition” in line 8 thereof the fol
lowing words:

The parties having not cohabited within 
the three years preceding the filing of the 
petition and there appears no reasonable 
expectation of a resumption of cohabita
tion within a reasonable period of time.

That is largely a matter of phraseology. I 
do not like this word “permanent” because it 
is unnecessary; it does not really specify what 
is meant. In the report of the committee there 
were two thoughts, the parties having sepa
rated for a period with no cohabitation and 
no likelihood of its being resumed. That is 
specific and something which can properly be 
administered by a court.

The Chairman: The section goes on to give 
some means of interpreting “permanent”. It 
says:

permanent.. .by reason of one or more of 
the following circumstances.

Senator Roebuck: Yes, you have a single 
circumstance. Do not forget that subsection 
(2) of section 4 nullifies the whole business. 
Subsection (2) says:

On any petition presented under this sec
tion, where the existence of any of the 
circumstances described in subsection (1) 
has been established, a permanent break
down of the marriage by reason of those 
circumstances shall be deemed to have 
been established.

That is an irrebuttable presumption.

The Chairman: What they are saying is 
that “permanent” does not mean permanent 
except within the scope of this section. If you 
establish one of these things, conditions or 
happenings, then for the purposes of this sec
tion that is permanent.

Senator Roebuck: Exactly, although it may 
not be permanent and although a witness is 
not able to say that conditions now existing 
will be permanent for all time.
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Senator Aselline: Do you not think you are 
splitting hairs a bit here?

Senator Roebuck: It is worth splitting hairs 
on a bill of this importance.

The Chairman: It is nice to have some 
hairs to split, senator!

Senator Roebuck: I do not like the word 
“permanent”. It is not used in the committee’s 
report. The words I propose to substitute for 
it are understandable and can be met by a 
witness. The word “permanent” cannot be 
met by a witness.

The Chairman: You are adding another 
condition.

Senator Roebuck: No, I am not. I am only 
rephrasing it. I am perhaps adding a little 
more to it. I am providing that the parties 
have not cohabited and also that there is no 
possibility of their resuming cohabitation.

The Chairman: What I am saying is that 
the husband, for instance, may have been in 
Prison for a period of not less than three 
years during a five-year period immediately 
Preceding the presentation of the petition, but 
if your amendment were accepted that would 
hot be enough evidence, you would have to 
establish the fact that they had not cohabited 
for three years and there was no likelihood 
that they would resume cohabitation.

Senator Roebuck: That is all involved in 
Permanent breakdown.

Mr. Thorson: May I ask a question? Do you 
intend the language of your amendment to 
apply to all the paragraphe set out in sec
tion 4?

Senator Roebuck: They are not necessary in 
some of the paragraphs, that is sure.

Mr. Thorson: Well, they alter the grounds 
altogether. For example, under the section 
dealing with gross addiction to alcohol, sepa
ration is not an element.

Senator Roebuck: I do not think you under
stand what is revolving in my mind. Where 
We need my wording is in paragraph (e), and 
1 am coming to that. That is where that word
ing should be.

The Chairman: If that is so perhaps your 
amendment should not be inserted where you 
have indicated but should be inserted in 
Paragraph (e).

Senator Roebuck: I think it would be a 
good thing if this whole subsection were 
reconsidered. You have addiction, and there a 
breakdown such as I have described is 
required; in alcoholism it is not required; in 
disappearance it is not required; in non-con
summation it is not required. In (e) under 
“for any reason” it is required, and distinctly 
required.

Mr. Thorson: It is there now in the bill in 
section 9(l)(d). That is already a condition 
applicable to the various grounds set out.

Senator Roebuck: That says:
where a decree is sought under section 4, 
to refuse the decree if there is a reasona
ble expectation that cohabitation will 
occur or be resumed within a reasonably 
foreseeable period.

That is only half of it. It does not express the 
thought that they have not cohabited for 
three years. They are separated for three 
years “for any reason”.

Mr. Thorson: I repeat that the three-year 
test of non-cohabitation is not applicable uni
versally to the various enumerated circum
stances of section 4. It is not intended to be.

Senator Leonard: It is more appropriate 
under paragraph (e), is it not?

Mr. Thorson: Yes.

The Chairman: Then you have section 
9(l)(d) to which Mr. Thorson has referred, 
which seems to deal with that.

Senator Leonard: Yes, it does.

Mr. Thorson: That is only one year in sec
tion 4(l)(d), for example.

Senator Grosart: Which is more a ground 
for annulment than divorce.

The Chairman: That is right.

Senator Thorvaldsen: Before voting on the 
section I should like to refer to the amend
ment and the word “permanent”. I do not 
think we are splitting hairs on this at all. I 
believe it is very important to retain the 
word “permanent”, because if I were a judge 
and this section came before me with merely 
the phrase “marriage breakdown” it would be 
meaningless to me. There are all kinds of 
marriage breakdown which are healable and 
I would not know what to do. By striking out 
the word “permanent” we would be in a posi
tion we do not intend to be in at all. I think it
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is very important to retain the word “perma
nent” in that section, with all due respect to 
my friend Senator Roebuck. Consequently, I 
think it is basic to retain that. In fact, it is 
basic, in the light of everything that follows, 
and of all the subclauses. It is my point of 
view and I want to present it, Mr. Chairman.

The Chairman: Senator Roebuck, do I 
understand that the form in which you have 
presented your amendment is by the addition 
of certain words in the opening of clause 4?

Senator Roebuck: Yes.
The Chairman: Is that the way in which 

you wish it to be considered?
Senator Roebuck: Well, probably I could 

give it some more thought; not that my criti
cism of the word “permanently” needs any 
more thought on my part.

You see, subclause (2) of this clause says 
that if all of these (b), (c) and (d), are estab
lished, then permanent breakdown has been 
established. That is not common sense. It may 
not have been established. What the section 
should say, I think is, that the phraseology 
that I have used shall apply to (e) (i) and only 
“for any reason”. Perhaps my amendment 
should be rephrased to make that clear.

Senator Everett: Mr. Chairman, may I ask 
Mr. Maxwell whether the judge, in consider
ing the petition under clause 4, would not be 
required to define the word “permanent” in 
connection with the subclauses (a), (b), (c), 
(d), (e)—in other words he is going to have to 
turn to a dictionary.

Mr. Maxwell: Perhaps I could interject this. 
I think the word “permanent” is useful in 
indicating what Parliament really had in 
mind. It is permanent as distinct from tempo
rary. Parliament has gone ahead and said “we 
are talking about permanent breakdown”. 
And then it says “we mean by permanent 
breakdown these circumstances”.

Senator Everett: Even if the judge defined 
the word permanent, more rigorously than in 
the subclause, he would still be confined by 
the terms of the subclauses?

Mr. Maxwell: That is right.

Senator Everett: Thank you, sir.

Senator Roebuck: I think the courts have a 
way of defining “permanent” pretty quickly,

but why should we leave it to the courts 
when it is right in our hands to make this 
clear?

The Chairman: In most of the legislation 
we have, we think we are making it clear; 
but almost every year, in the case of many of 
these bills which we enact after serious con
sideration, we find that we have to enact 
certain amendments. There is nothing like 
trial and error to prove out and that there 
may be some inherent weakness or confusion 
which will only develop in practice. We are 
not going to produce a perfect document this 
time, senator. We have not done so in the 
past.

Senator Everett: Parliament could use the 
word “breakdown” or “permanent break
down” and it would have exactly the same 
effect in the operation of this section of law.

The Chairman: But I do not think that is 
the intention. The intention of Parliament is 
to say “is this thing likely to be of lasting 
duration or is there any chance of its being 
less than that?”

Senator Everett: That goes by the operation 
of clause 9.

The Chairman: But in getting the answer to 
that, you must look at the limits of what is 
said in clause 4.

Senator Everett: Yes, I agree with you, but 
it is the limitation set out in clause 4 that 
defines what “permanent” is, and not the 
dictionary.

Senator Grosart: Much as I dislike to disa
gree with Senator Roebuck, I would definitely 
agree that the word “permament” should be 
left in. I think it has a very important signifi
cance, and it helps, as the Deputy Minister 
said, to define the intention of Parliament.

However, I wonder if sub clause (2) is at all 
necessary. This is one which says that in 
any petition, if any of these circumstances 
described in subclause (1) are present, they 
are judged to be permanent breakdown.

The reason why I question this necessity is 
this, that I would read subclause (1) as saying 
that if you have two sets of conditions there 
is adjudged to be permanent breakdown by 
reason of—plus some secondary condition.

Now, subclause (2) seems to make nonsense 
of this, because it says that if these conditions 
are present there is permanent breakdown. I 
do not think this is what the draftsman really
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meant. I will repeat this. You say “here are 
the conditions, under clause 4, it is permanent 
breakdown, you are living apart, by reason of 
(a), (b), (c), (d), (e).” Then you go further 
and say “if any of these are present”. It is not 
a question of permament breakdown plus liv
ing apart plus any of these conditions. There 
must be all three. If you have any of these 
conditions, you have permanent breakdown.

I have some other comments to make on 
other matters, if I may, later.

The Chairman: I wonder whether, in what 
you have said in dealing with “permament”, 
if you have given full consideration to the 
effect of clause 9(l)(d)(e) and (£)?

Senator Grosart: I think I have, Mr. 
Chairman.

The Chairman: It seems to me that if there 
is a petition for divorce based on clause 4 and 
the circumstances, any one of them related in 
clause 4, any one of those circumstances is 
established, the judge, in relation to a num
ber of these conditions in clause 4, must then 
satisfy himself that there is no possibility of 
rehabilitation under clause 9(l)(b) within a 
foreseeable period, before he could make the 
determination that it is permanent and grant 
the divorce.

Senator Grosart: With all due respect, it 
merely says that if the condition of perma
nency in clause 4 is not fulfilled, he does not 
grant the divorce. Well, it is necessary, he 
must find permanency, cohabitation, as part 
of the—

The Chairman: I am saying that this 
finding that the circumstances have been 
established, the breakdown is permanent, 
must be considered in the light of clause 
9(l)(d).

Senator Grosart: I agree, but I am not in
the least bit impressed by clause 9(l)(d) 
because all that any one party has to say is 
"Your Honour, by no circumstances will I 
eohabit or live again with this person” and 
then there is the clearest possible evidence 
that there is no possibility of rehabilitation. 
Any party can make that assertion and make 
ft under oath, and what is the judge to do?

Senator Thorvaldsen: It may still be a lie.

Senator Grosart: It might be a lie, but it is 
the strongest possible evidence.
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The Chairman: What do you suggest? We 
do not want to put in things that are mean
ingless. What do you suggest to stop people 
from lying?

Senator Grosart: I am not suggesting that 
one would keep people from lying.

The Chairman: They are under oath.

Senator Grosart: I am discussing how you 
can make this a better one. I am not suggest
ing the questioning of evidence in court. I am 
not a lawyer and I am in no way competent 
to discuss that.

The Chairman: This was your solution. You 
said that anyone could go in and say “under 
no circumstances will I go back and live with 
such and such a person” and that if that 
person gives that evidence and if the judge 
believes it, then, if it fits the circumstances 
under clause 4, he must grant the divorce.

Senator Grosart: With that I agree.

Senator Roebuck: He may change his mind 
occasionally, he may think it is permanent, 
and then...

Senator Grosart: The judge, as I under
stand the proceedings in court, will take the 
evidence before him and decide whether that 
party really means it or not.

The Chairman: He cannot do anything else. 
What else could he do?

Senator Grosart: I come back to this main 
point, which is, what is the necessity of sub
clause (2). I do not understand it. If the 
officials say to me that subclause (1) does not 
mean what I think it means, then I am sat
isfied. If they say to me it does not mean that 
you must have permanent breakdown, you 
must be living apart, you must have other 
conditions; if they say that is what they 
mean, I will agree that the bill says what 
they mean; but I will not agree with the 
principle.

Senator Everett: It seems to me that sub
clause (2) is purely technical, in that it places 
the onus on the respondent to rebut the evi
dence or to rebut the presumption created by 
the condition adduced in any one of the 
subclauses.

Senator Roebuck: There is no rebuttal here; 
this is irrebutable.

Senator Flynn: It is. You can bring evi
dence to the contrary.
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The Chairman: I think there has been some 
misreading of subclause (2). It is, that these 
circumstances have been established to the 
satisfaction of the judge, then he makes the 
finding on fact.

Senator Everett: It is surely a presumption 
at that point.

The Chairman: It is not a presumption as 
to whether the circumstances have been 
established. That has got to be a finding of 
fact by the judge.

Senator Roebuck: And that is only whether 
they have been living separate and apart. 
Once they have been living separate and 
apart, then it is established that the breakup 
is permanent.

The Chairman: I think before the judge 
reaches this finding of fact he has to consider 
the effect of section 9(l)(d) that he can refuse 
the decree if there is a reasonable expectation 
that cohabitation will occur or be resumed 
within a reasonably foreseeable period. I 
think he has to make that decision as well.

Senator Roebuck: They may get back 
together, but at the moment that is the way 
the matter is drawn.

The Chairman: That is the moment the 
judge has to make his decision. He has not 
got a crystal ball in which to see ahead. 
Sometimes I wish judges had.

Now, Senator Grosart, you wanted to ask 
Mr. Maxwell a question.

Senator Grosart: I did ask a question as to 
whether my interpretation of the intention of 
the drafting of section 4(1) was what I took it 
to be. That is, whether you satisfied three 
conditions or you merely—as I may speak to 
it when we come to subparagraph (e), which I 
simply do not understand, if I may just 
retrace...

The Chairman: Senator Grosart, what we 
are dealing with at the moment is an amend
ment of Senator Roebuck’s not made too clear 
as to where it is to be inserted. Is your mo
tion to strike out the word permanent, 
Senator Roebuck?

Senator Roebuck: Yes, and to substitute at 
the end of the paragraph, after the word “pe
tition”, the words:

The parties having not cohabited with
in the three years preceding the filing of 
the petition and there appears no reason

able expectation of a resumption of 
cohabitation within a reasonable period 
of time.

The Chairman: Now, Senator Grosart, we 
have not got down as far as subsection (e) 
yet. We are dealing with Senator Roebuck’s 
amendment which is to strike out the word 
“permanent,” which occurs in the opening 
language of the subsection (1), and then to 
add, following the word “petition” a couple of 
lines further on, the words:

The parties having not cohabited with
in the three years preceding the filing of 
the petition and there appears no reason
able expectation of a resumption of 
cohabitation within a reasonable period 
of time.

Now we are clear on what the amendment 
is and where it is proposed that it be insert
ed. Are you ready for the question on that?

Senator Grosart: I fully respect your rul
ing, Mr. Chairman, and I will abide by it, but 
I will point out that most of the discussion 
arising from the amendment has been on (e) 
and not on 4(1).

The Chairman: We have to deal with the 
amendment now and where it is proposed to 
insert it. You know what the amendment is 
and where it is proposed that it be inserted. 
Those in favour of Senator Roebuck’s amend
ment raise your hands. Those who are 
opposed raise your hands. The amendment is 
lost.

Senator Roebuck: What was the count?

The Chairman: Well, there were two in 
support.

Senator Roebuck: There were more than 
that, were there not?

The Chairman: No, sir. All the rest were 
against. It was almost unanimous, Senator. 
However, cheer up. I have at times been on 
one side with everybody else on the other 
side.

Senator Flynn: Sometimes I have been 
completely ignored.

Senator Roebuck: I have stood alone often 
enough. I am not at all ashamed of it.

The Chairman: Now we revert to consider
ation of section 4. Are there any other 
amendments that are being proposed or does 
any person want to say otherwise in relation 
to section 4?
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Senator Roebuck: I am going to move an 
amendment here that subsection (2) be struck 
out.

Senator Leonard: Mr. Chairman, this is not 
really what I should be bringing forward. 
Nevertheless, as we have discussed this mat
ter our discussion has really been related, I 
would say, to clause (e) and probably some
body will want to deal with (e). I am not 
going to do so myself. I am quite satisfied 
with (e) as it stands, but I do think from the 
debate in the house and from the discussion 
here today that some of the amendments that 
we were suggesting to (3) and to (4) really 
should be taken under (e).

The Chairman: Well, let us reduce it in this 
fashion, then. Section 4(l)(a). Shall that 
carry?

Senator Grosart: I have one comment, if I 
hiay. I am not sure whether the officials read 
the Senate Hansard, but I did raise the ques
tion as to whether consideration had been 
given to the possibility of imprisonment in a 
jurisdiction other than in Canada under evi
dence and charges not acceptable in Canada, 
and I referred specifically to the possibility of 
a newspaper correspondent or a diplomat 
being imprisoned under circumstances that 
Would not be acceptable in Canada. Now I am 
quite well aware that there are ameliorating 
conditions under section 9, as you pointed out 
repeatedly, Mr. Chairman, but I just raise the 
suggestion as to whether the words “in Cana
da” or “in a jurisdiction in Canada” or “un
der circumstances acceptable to Canadian 
law” might be added. I merely make the 
suggestion and leave it at that.

The Chairman: Shall section 4(l)(a) carry?

Hon. Senators: Carried.

The Chairman: Then shall subparagraph (b) 
carry?

Senator Grosart: Again, Mr. Chairman, I 
am sorry that, although I am not a member 
°f the committee, I am rising as often as I am 
but I have given some study to this bill and I 
am interested in it. I raised the very minor 
question concerning subparagraph (b) as to 
the position of the comma after the words 
Narcotic Control Act. I wonder if the officials 
a°cept my suggestion that that comma be 
removed so that we do not have in this act a 
^statement about another act, which would 
he the case, if my understanding of English 
grammar is correct.
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Mr. Thorson: If I may say a word about 
that, Senator Grosart. There is no definition 
of alcohol in the Narcotic Control Act. We are 
thoroughly aware of that fact. However, there 
are two kinds of addiction that are described 
in this bill. There is addition to alcohol and 
addiction to narcotics as defined in the Nar
cotic Control Act.

Senator Grosart: Quite right. So the comma 
should come out. In any understanding of 
English grammar, that comma must come out. 
Let me be stubborn about this. It is a very, 
very minor point, but, if honourable senators 
will read this, they will have to be in very 
general agreement that, if we are going to 
make this an English sentence within the 
accepted standards of English punctuation, 
that comma should come after alcohol, which 
would then make the sentence read:

.. . been grossly addicted to alcohol, or a 
narcotic as defined in the Narcotic Con
trol Act,...

It now reads:
... been grossly addicted to alcohol or a 
narcotic, as defined in the Narcotic Con
trol Act,...

And I ask you to accept that.

Mr. Thorson: My only point was to make 
the observation that I do not think the legis
lation as written is capable of being misun
derstood in view of the fact that alcohol is 
not included in the Narcotic Control Act.

Senator Grosart: Perhaps it is not capable 
of being misunderstood, but let us not make 
in one act a misstatement about another act.

Senator Roebuck: It is subject to 
misunderstanding.

The Chairman: Subject to what our law 
clerk says, we might regard the comma as 
being a typographical error in the printing 
and have it corrected as such.

Senator Leonard: Yes, we will take care of 
it that way.

The Law Clerk: I will correct that.

The Chairman: If the committee is satisfied 
to have it corrected in that way, that would 
simplify it.

Senator Roebuck: I thoroughly support 
Senator Grosart’s argument that it should 
come out after the word Narcotic Control Act 
and go in after the word alcohol.
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The Law Clerk: We can make that correc
tion without any amendment being necessary.

The Chairman: Then shall subparagraph (b) 
carry?

Hon. Senators: Carried.

Senator Roebuck: It is carried with that 
change?

The Chairman: Oh, yes, but we do not need 
a formal amendment. We are going to do it 
administratively in the reprinting of the bill.

Now, shall subparagraph (c) carry?

Hon. Senators: Carried.

The Chairman: Subparagraph (d)?

Hon. Senators: Carried.

The Chairman: Now we come to subpara
graph (e). Is there further discussion on this?

Senator Fergusson: Well, Mr. Chairman, I 
have a few words to say on this. I have 
already said most of what I wanted to say in 
the Senate. At that time I did not have any 
intention of making a particular stand on this 
point other than saying that I hoped that the 
department would consider more carefully 
some of the things that they had overlooked. 
However, I have received so many letters on 
this point since then that I feel I should say a 
little more now to the committee. To give the 
background to my thinking I would like to 
quote an article from the Ottawa Citizen of 
January 18, 1968, where it says:

The law, in Victorian fashion, doesn’t 
regard her as a marriage partner so much 
as a creature in need of protection 
—which it provides sometimes with only 
limited success. It fails to recognize that 
the investment of her life and energy 
gives her a genuine claim to equity in the 
assets accumulated by marriage partners.

This concept of equity in the fruits of a 
marriage, shared equally, has been 
advanced by a five-man research group 
reporting to the Ontario government law 
reform committee as a method of dispos
ing of property when a partner dies or a 
marriage breaks up.

This is why I want to bring this to the 
attention of the department. The research 
group mentioned in Ontario apparently is 
suggesting that consideration should be given 
to a wife in a case where assets have been 
accumulated through the marriage. By this I 
do not mean just the property which she

owned prior to the marriage but the property 
which has been accumulated through the 
marriage because I feel that the department 
has not given sufficient practical consideration 
to this matter. I had thought of presenting an 
amendment asking for the deletion of section 
4 (1) (e) (ii) entirely but I am not sure that 
this is what I would really like to do. Howev
er, before making the suggestion I intend to 
make there are many reasons why I don’t like 
the present setup and I should like to men
tion some of them. For instance, if we leave it 
to the provinces to decide on this division any 
action taken will be subsequent to a divorce 
action and the parties will certainly know 
that something is coming and it might be 
very easy for the husband to take action to 
divest himself of property which he knows 
the court might decide should go to the wife- 
This situation has been recognized in bank
ruptcy law and therefore we have provided 
protection in such circumstances, but no such 
protection is given to a wife in cases of 
divorce.

The Chairman: But surely, senator, this is 
a matter of the rights of the provinces?

Senator Fergusson: Yes, but I am mention
ing it to stress the point that I am leading up 
to. I realize we have a conflict of laws and a 
multiplicity of actions, but I am simply say
ing to give the background that I would like 
to suggest that a section be added to this bilk 
instead of taking out section 4 (1) (e) (ii) 
providing specifically for the judge to deal 
with the property rights as between the par
ties taking into account at that time whatever 
the wife has contributed to the assets. Not 
only should this be done, but it should be 
done at the right time. For that reason I 
suggest that the department should give fur
ther consideration to this.

There might be a question of constitutional 
law involved, but surely that is also involved, 
and I am speaking now of property rights, 
where, according to this bill, a wife could be 
responsible on divorce and could be required 
to pay maintenance as set out in clause H- 
The common law has certa.nly been inter
fered with in that matter.

The Chairman: But, senator Fergusson, I 
read in the papers recently where some of the 
leading women in Canada have commented 
on this as being an example of the progress 
made in achieving equal status lor women- 
Some prominent women in Canada have been 
quoted in the papers as saying that this is a 
step in the right direction.
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Senator Fergusson: I am all for it or indeed 
for anything that will give greater equality to 
women, but here you are taking something 
away from women without giving anything in 
return. I think at a time a divorce is granted 
some ruling should be made regarding the 
Property rights of the woman. I cannot see 
how anybody would oppose that.

The Chairman: If you look at clause 11 (1) 
fa) you will see that it says that upon grant
ing a decree nisi a judge may make an order 
requiring the husband to secure or to pay 
such lump sum or periodic sums as the court 
thinks reasonable for the maintenance of both 
°r either (i) the wife, and (ii) the children of 
the marriage; is it your view that there is not 
sufficient latitude there?

Senator Fergusson: I do not think so
because that lump sum is just for mainte
nance and I think the wife should be entitled 
to more than having maintenance provided 
for her. We must keep in mind what she may 
have contributed to the marriage; she may 
have given up a promising career which she 
cannot now re-enter having spent so many 
years running a home and family. I think in 
6(iuity more should be provided for her. I 
also have in mind comments made by Senator 
Prowse when I made the same statement in 
the Senate. And at this stage I might refer 
him to a case which I mentioned before but 
hid not refer to specifically, and that is the 
case of Minaker v. Minaker. If you look at 
Volume 657 of the cases filed in the Supreme 
Court of Canada and the documents filed and 
the transcript of evidence in connection with 
this case, you will find an example of how a 
deserving and devoted wife and mother was 
abandoned by her husband who appropriated 
ber earnings and stripped her in law of any 
share of her earnings. This is one definite 
case that I know of; I know of others, but I 
r6fer to this one in particular. In this case she 
was not allowed to share in the earnings at
all.

The Chairman: Senator, what you have just 
said is something that I don’t think any per
son would quarrel with. They would support 
your view that something should be done but 
‘he question is how do we do it in a federal
statute?

Senator Fergusson: Well, I appreciate the 
difficulty, but I would like to see some con
sideration being given to this point. I think 
that up to now ample consideration has not 
been given to the matter and I would like to

see the department give it more thought 
before this bill is passed.

Senator MacKenzie: Mr. Chairman, I have 
listened to the debate in the Senate and here 
in the committee this morning. It seems to me 
there are two matters raised on this section. 
The first has to do with the interest in proper
ty, and here I have a lot of sympathy for the 
point Senator Fergusson has raised. If any
thing can be done constitutionally to ensure 
that either husband or wife does get a fair 
share of the property that may be involved, I 
am in favour of it.

The other point has to do with marriage 
breakdown, and I gather from what was said 
in the Senate that there were rather strong 
objections to a deserting party taking advan
tage of this legislation. I think the fact of 
desertion or absence does indicate there may 
in fact be a marriage breakdown, and we all 
know of cases where individuals, usually men 
but sometimes women, do not want to permit 
their spouses to obtain separations of a legal 
kind, and refuse a separation even though all 
the grounds are available. So, I, for one, am 
interested in considering and giving effect to 
this view of marriage breakdown, I think 
after a period of either three or five years— 
and I would prefer the longer one myself, but 
that is immaterial. I think you have to disre
gard this question.

The Chairman: In the bill before us the 
period is five years.

Senator MacKenzie: It is five years?

The Chairman: Yes.

Senator MacKenzie: I would be glad to 
accept that.

Senator Lang: I suggest, Mr. Chairman, 
this discussion on this really should come 
under section 11, and I can conceive of an 
amendment to section 11 which might cover 
this.

The Chairman: When we come to section 11 
we can deal with that.

Senator Grosart: I was going to suggest, 
when we come to section 11, that we strike 
out the words, “for the maintenance of” and 
merely allow it to read:

an order requiring the wife/husband to 
secure or to pay such lump sum or peri
odic sums as the court thinks reasonable.

I mention it in passing, but we will come to 
that later.
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A more general objection—and I will try to 
put it as simply as possible—

The Chairman: This is in relation to para
graph (e)?

Senator Grosart: Yes, this is in relation to 
paragraph (e), and subparagraph (ii) neces
sarily comes into my argument. That the bill 
now says, honourable senators, whether it is 
generally recognized or not, and if I can read 
English, is that where there is a permanent 
breakdown, where the parties are living apart 
for three years “for any reason other than 
described in subparagraph (ii),” these are 
satisfactory for divorce. If that is so, what is 
the sense of all the other clauses? Take 
imprisonment, for example. If somebody is 
imprisoned for three years they are living 
apart for three years, and that situation is 
completely covered by this “for any reason”. 
The capital one refers to two years, but that 
is a minor thing. The alcoholic addiction one 
is three years. Why do we specify certain 
things, and then come along and say “for any 
reason”?

The Chairman: This looks like the basket.

Senator Grosart: It is more than a basket; it 
is a destructive clause.

The Chairman: A basket very often can be 
destructive.

Senator Grosart: I suppose it could be. But 
this is destructive of the apparent intent of 
the bill, because you might say if they are 
living apart for three years “for any reason”; 
and then in subparagraph (ii) you say, if they 
are living apart for any reason this satisfies 
the general requirements in subparagraph (i) 
that there is a permanent breakdown and that 
they are living apart.

What I am going to suggest, Mr. Chair
man—as I have struggled with this a bit, 
trying to come up with an amendment that 
might, in my view, bring (e) more into line 
with the rest of the clause, and I have been 
successful—is that we stand (e). I cannot 
make a motion to that effect because I am not 
a member of the committee, but I would 
merely put it as a suggestion, and I would 
hope, in view of Senator Fergusson’s remarks 
and some remarks I will make too, that the 
officials might consider taking another look at 
it. Because what I think is meant by para
graph (e) (i) is for any “good” reason, for any 
reason the court would consider coming with
in the scope of the act. It gives the power to

the court to do it “for any reason”, but I 
think there should be some kind of limitation 
there.

In discussing it in the Senate, Senator Roe
buck gave me the impression that the inten
tion of this was to cover certain other contin
gencies not covered in paragraphs (a), (b), (c) 
and (d), such as illness and so on. But at the 
moment this would cover, in the unhappy 
event of another war, a soldier overseas for 
more than three years—“for any reason”. We 
will have a lot of “Dear John” letters.

The Chairman: You are ignoring section 9 
(1) (d).

Senator Grosart: I am not ignoring it for 
one minute. I am merely saying that clauses 3 
and 4 set up specific grounds for divorce, as 
of right—subject, of course, to certain ameli
orating circumstances.

The Chairman: But, senator, when you 
gave your example of a soldier overseas, in 
the event of another war, would circum
stances be such that the judge would be able 
to say that he would refuse a decree in those 
circumstances, if the wife were applying, and 
say, “There is a reasonable expectation that 
cohabitation will be resumed within a reason
ably foreseeable period”?

Senator Grosart: I can think of many cases 
where a divorce would be granted, where 
there had been a separation due to war, 
where the soldier had received a “Dear John 
letter and had written back and said, “If that 
is the way you feel, when I come back I will 
find somebody else.” This would be reasona
ble grounds. But, surely, it is not the inten
tion of this act to take the separation for 
three years “for any reason”? Even if a judge 
says, “I will refuse it because there could be 
some chance of resumption of the marriage, 
the evidence before him will be that of only 
one party, the petitioner, and, generally 
speaking, an undefended action where the 
only evidence he has is that there has been 
this separation for three years “for any rea
son” and the evidence before him is there is 
no hope of this marriage carrying on.

The Chairman: Senator, you are not 
addressing yourself to section 9(l)(f).

Senator Grosart: No, I am addressing 
myself. ..

The Chairman: You have to look at section 
9(l)(f) as well, because it reads directly °n 
paragraph (e)(i).
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Senator Grosart: I will be glad to read it, 
because I have already read it.

The Chairman: I am not suggesting merely 
an exercise, but I mean consider it in what 
you are saying.

Senator Grosart: Well, it surprises me to 
find our Parliament saying in an act that our 
judges should be fair and not unduly harsh. 
H I were a judge I think I would resent that.
I would not want to be told by an act of 
Parliament how to make an act work. As a 
judge I would not want to be told that I must 
not be unfair or unduly harsh in my judg
ment. That is my answer, Mr. Chairman.

The Chairman: But, you are misinterpret
ing the language. This clause does not say 
that. It says that the judge has to determine 
whether he should refuse the decree if the 
granting of the decree would be unduly harsh 
or unjust to either spouse or would prejudi
cially affect the making of such reasonable 
arrangements for the maintenance, et cetera. 
Those are the circumstances under which he 
may do that. It is not that the judge is acting 
unreasonably here, or that you are asking 
him not to be unreasonably harsh. Under sec
tion 9 the judge, in making a decision as to 
granting the decree, has to decide that the 
granting of the decree in those circumstances 
is not unduly harsh or unjust.

Senator Grosart: Mr. Chairman, as I said 
earlier, I will not split hairs.

The Chairman: No, but you can afford to.

Senator Grosart: My colleague tells me to 
be careful, but I do come back to this point, 
that paragraph (e), particularly when coupled 
with subparagraph (ii), is much too sweeping, 
and especially when you look at clause 9 and 
other clauses. I would suggest to the officials 
that they take another look at it, because I 
believe this is a case where is some haste to 
right a great many wrongs, which this bill 
Will do—there is no question about that—we 
may be in danger of setting up another area 
°f wrongs.

That brings me to subparagraph (ii), which 
is:

by reason of the desertion of the petition
er, for a period of not less than five 
years.

f would think from reading the bill that the 
intention here is to say that if for any reason 
there is desertion the aggrieved party may 
sue within three years, but a limitation will be

put on the deserter, or a man who deserts his 
wife, and he cannot sue for five years. So, 
even in the bill there is some indication of 
regarding desertion as an offence, or at least 
as a cause, which does not have the same 
rights as the other causes. I suggest that there 
is an aberration in draftsmanship here. I 
agree with the principle. I agree that the de
serter should not have the same rights, and 
that he should have to wait longer, and I am 
not for one minute suggesting that he should 
never get a divorce. A man may have desert
ed his wife at some time in his youth when 
he may have had a pretty good cause for 
deserting her. I am not suggesting that he 
should be permanently barred from getting a 
divorce merely because he committed that 
marital offence at one time. But, I do say that 
it does not seem to make sense to pick out 
this one offence of all the offences, particular
ly those in clause 3, and say: “We will take 
this one fellow, this deserter, and give him 
special privileged position by this bill. He can 
use this marital offence as a ground for 
divorce, but the rapist, the sodomist and the 
bigamist under clause 3 cannot.” This, as I 
understand it, is precisely what the bill says.

It says to a person: “These are the grounds 
you can use”. They are the grounds for 
divorce set down specifically in clauses 3 and 
4, and they will tend to become in the mind 
of the public, in the mind of the bar, and in 
the mind of the bench, grounds for divorce as 
of right. I say there is nothing wrong with 
that, but here we are saying to the deserter, 
who is not the worst of the offenders: “You 
are going to be a privileged person. You are 
going to be the one who can use your marital 
offence as ground for divorce.”

I suggest to the officials that if they were to 
look at this again they would come up with 
some wording that would be more in the spir
it of the bill.

The Chairman: Senator, if you accept the 
principle that breakdown is a ground for 
divorce, then what I understand you to pro
pose is, even though you agree that there is a 
breakdown and no possibility of reconcilia
tion, that the only one who can seek release 
from that is the aggrieved person. Now, there 
is something anomalous in saying that.

Senator Grosart: With due respect, Mr. 
Chairman, I have not said that.

The Chairman: I think that is the effect of 
what you said.



198 Standing Committee

Senator Grosart: No, I made it quite clear 
that I regarded a deserter as having the right 
in due course.

The Chairman: Is five years enough? Is 
that “in due course”?

Senator Grosart: I think five years is 
enough. I am not objecting to that.

Senator Macdonald: Let us be logical about 
this, Mr. Chairman...

Senator Grosart: I am objecting to making 
it one of the grounds. That is all I am saying.

The Chairman: Senator Lang?

Senator Lang: I may have a suggestion of 
some validity here. I can see Senator Gro- 
sart’s position, and I think that this section, 
read in conjunction w.th section 9, involves 
an inconsistency in draftsmanship, but I think 
the problem may be contained in subsection 
(2), in the presumption that is established 
there. These various sets of circumstances, 
and the one that Senator Grosart is referring 
to particularly, provide for a time limitation.

It appears to me that what the section is 
attempting to say is that if there is a perma
nent breakdown and certain other conditions 
are attendant upon it, then grounds exist, and 
then it goes on to say that abreakdown shall 
be presumed under various conditions—not 
permanent breakdown.

In other words, the time periods referred to 
in the subsections delimit or define the 
grounds, but the last subsection merely says 
that a breakdown or a precondition exists— 
not a permanent breakdown, but a breakdown 
—under one of those named conditions.

I suggest that Senator Grosart’s objection 
can be overcome by removing the word “per
manent” from subsection 2, while leaving it 
in the first paragraph of subsection (1), and 
thereby placing the onus on the judiciary to 
determine whether or not that is permanent. 
This is consistent with section 9.

The Chairman: I do not think so, senator. I 
think section 9(l)(d) has to be considered in 
the light of the judge’s arriving at a conclu
sion before subsection (2) comes into 
operation.

Senator Leonard: I wonder whether we 
could hear from the departmental officials...

Senator Roebuck: I would like to say some
thing before we hear from the department.

The Chairman: I promised Senator Mac
donald that he would be allowed to speak 
next.

Senator Macdonald: I yield.

The Chairman: The senator yields.

Senator Roebuck: Yes, I would like the 
department to explain how they can reconcile 
these two things. I am speaking along the 
same lines on which Senator Leonard and 
Senator Grosart have spoken Section 9(l)(d) 
reads:

where a decree is sought under section 4, 
to refuse the decree if there is a reasona
ble expectation that cohabitation will 
occur or be resumed within a reasonably 
foreseeable period.

Section 4(2) reads:
On any petition presented under this 

section, where the existence of any of the 
circumstances described in subsection (1) 
has been established, a permanent break
down of the marriage by reason of those 
circumstances shall be deemed to have 
been established.

Now, you cannot read the two together. 
One says that the breakdown is permanent 
and is established and is irrebuttable—there 
is no question about that—but when we turn 
over here we see that if the judge finds it is 
not broken down, why, then he can refuse a 
decree. We cannot let those two things stand, 
one fighting the other.

The Chairman: They do not. I think they 
are complementary.

Senator Roebuck: I was talking about (d) 
on page 7.

The Chairman: Section 9 commences by 
saying:

On a petition for divorce it shall be the 
duty of the court.

Senator Roebuck: Exactly.

The Chairman: Paragraph (d) is: 
where a decree is sought under section 4, 
to refuse the decree

in certain circumstances, even though other
wise under the provisions of the act one 
might be entitled to a decree.

Senator Roebuck: This defines something 
totally different from what section 2 says.

The Chairman: No, he can make that 
binding.
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Senator Roebuck: Why put that kind of a 
problem on to the court. This whole thing 
ought to be redrawn.

The Chairman: This is what we are looking 
at. Shall we hear from Mr. Maxwell?

Hon. Senators: Agreed.

Mr. Maxwell: Perhaps it would help Sena
tor Roebuck if I made this observation. It 
does not necessarily follow that because there 
has been a permanent breakdown—to use the 
term of our bill—there will necessarily be 
relief. I think everybody familiar with this 
whole area recognizes that there are all kinds 
of marriage breakdown, but whether or not 
there should be relief in any particular situa
tion is a question which in the end under our 
bill is left to the court on the basis of the 
principles set forth in section 9 paragraphs 
(d), (e) and (f). I am not sure that I am 
meeting your point; senator, but I think I am. 
In short, there may be breakdown—indeed, 
in the terms of our bill permanent break
down—but this does not necessarily mean 
that the parties will get relief. They will get 
relief only if they meet the tests described. I 
submit that, on that view of the matter, there 
is no inconsistency, and, indeed, I suggest no 
real difficulty that a court will encounter in 
applying the tests.

Senator Roebuck: Do you support the idea 
of the court being bound by a statement that 
something shall be deemed that is not true? 
That is what this says.

Mr. Maxwell: If I may deal with that, I 
think the problem is this. You made the point 
this morning that one would have to be 
almost omniscient to determine whether or 
not any particular breakdown is in fact per
manent. What has happened is that Parlia
ment has come in with a bill and courageous
ly takes the position that it is going to define 
What is meant by “permanent” because it is 
not a question that can be left to the judici
ary to determine. I suggest that judges left 
uncontrolled would have the gravest difficulty 
in defining, in a particular case, whether 
there has or has not been a permanent 
breakdown.

Senator Roebuck: I agree that it is impossi
ble to define it.

Mr. Maxwell: I think that it may well be, 
and that is why we think this kind of provi
sion is necessary. Somebody or other has to 
out it off, somebody has to decide this situa

tion, and, if this bill is passed, Parliament 
will have done that.

Senator Lang: Does the deputy minister 
concur in the suggestion that subparagraph 
(ii) renders meaningless the two conditions 
contained in the first part of subsection (1). Is 
not this at the heart of the problem? Why do 
we mention permanent breakdown at all if 
we say these conditions shall mean perma
nent breakdown? Why do we not just say 
there are grounds for divorce if these things 
happen?

Mr. Maxwell: I think we dealt with that a 
while back, as I remember it. I think I said 
that while the word is not strictly neces
sary—in short I am not sure that it has any 
legal significance—it does help one to under
stand the philosophy behind th s bill. Parlia
ment is here saying, “We are prepared to say 
permanent breakdown should be dealt with in 
this way, and we are prepared to say what 
permanent breakdown is”.

Senator Lang: Are you not trying to say, 
“We leave it to the courts to decide what 
permanent breakdown is”?

Mr. Maxwell: Parliament is here defining 
what it means by “permanent breakdown”.

Senator Lang: You are saying that you 
have got to have permanent breakdown but 
also you have to have these other circum
stances, and that if you prove these other 
circumstances you have got permanent break
down. You are going round and round the 
tree.

The Chairman: It seems to me that we are 
getting at cross purposes. What section 4 says 
is that in a petition for divorce if you have 
not any of the grounds set out in section 3 
you can set out any one of these grounds in 
section 4; but at some stage or other you will 
come to trial and evidence will be produced 
establishing one or other of these grounds. 
Before the judge makes his determination it 
may well be that those grounds are sufficient 
to show that the marriage had been perma
nently broken up, but the judge has a duty to 
look at section 9 and in certain circumstances 
he must refuse a decree.

Senator Lang: If that is the case why not 
say “living separate and apart” and that the 
marriage has permanently broken down, 
nothing to do with (a), (b), (c), (d) and (e), if 
that is the intention of the legislation.
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Senator Leonard: The intention is really the 
opposite. The intention is that you prove one 
or other of these things; then you have 
proved your marriage breakdown.

The Chairman: That is right.

Senator Everett: I am a little behind the 
times. It seems to me that we have got on to 
subsection (2), but I am still on subsection 
(l)(e). Could we return to that and ask Mr. 
Maxwell to answer the point raised by Sena
tor Grosart, who I believe suggested that 
paragraph (e)(i) be struck out? That says:

for any reason other than that described 
in subparagraph (ii), for a period of not 
less than three years.

Senator Leonard: I do not think his sugges
tion was to strike it out. What he said was 
broad enough to cover all the other lettered 
paragraphs.

Senator Grosart: If I may—

The Chairman: Just a moment. Senator 
Everett asked a question. You are expecting 
an answer from Mr. Maxwell, are you?

Senator Everett: It was on the question 
raised by Senator Grosart, so perhaps Senator 
Grosart could define what his question was. I 
should like to hear the answer to it.

Senator Grosart: As I am being quoted, and 
I think paraphrased not quite correctly, per
haps I should clarify my position. I did not 
suggest that paragraph (e) be deleted.

The Chairman: I thought that was clear in 
what you said.

Senator Grosart: I did suggest that it be 
reconsidered.

Senator Thorvaldsen: What do you mean 
by reconsidered?

Senator Grosart: In the light of the discus
sion here, particularly in the light of this one 
point that paragraph (e) suddenly says that if 
people have been living apart for any reason 
it is presumed to satisfy all the other condi
tions in section 4.

Senator Thorvaldson: Living separate and 
apart for a certain period of time. I think we 
must be accurate in our terms.

Senator Grosart: Living apart for three 
years for any reason. I say that this makes a 
mockery of the apparent restrictions in the 
rest of the bill, because you emphasize this 
with subclause (2) where you say that if the

petition is presented for any reason, including 
living apart for three years, that is ipso facto, 
per se, evidence of permanent breakdown on 
the other conditions required. That is my 
objection.

Senator Everett: Mr. Chairman, I should 
like to hear Mr. Maxwell’s answer on the 
point.

The Chairman: We have been struggling 
for quite a while, but now, Mr. Maxwell, you 
finally have the floor.

Mr. Maxwell: First of all, may I say this, 
that paragraph (e), I suppose, in that sense is 
a basket item, if I can use that terminology 
and it is clear what I mean by it. It covers of 
course cases that would not fall within the 
preceding subparagraphs.

You could presumably delete all of the sub- 
paragraphs and simply have a right to bring 
a petition after the parties have been living 
separate and apart for three years. I suppose 
that would produce a rough kind of justice, 
but the legal result would be completely 
changed. For example, let us take a look at 
paragraph (b).

That paragraph talks about alcoholism and 
drug addiction. Now, there is no requirement 
under (b) that they be living separate and 
apart for three years. They may well have 
been living separate and apart for only a 
matter of months. In short, a spouse may 
stick with the other spouse, although that 
spouse has been addicted for a long long 
time, but suddenly may come to realize that 
this is pointless, so they separate, and then 
the wife or the husband brings the petition. 
You can wipe that out if you wish to do so, 
but I do not think the result would be a 
desirable one.

And so on, you could examine all of these 
prior subparagraphs.

Senator Macdonald: What about (c), sir?

Senator Roebuck: Disappearance.

Mr. Maxwell: Yes, that has to do with 
disappearance. That is in there to some extent 
as a protection, because we felt there was 
some argument where a spouse disappears. It 
is not entirely clear that they may be living 
separate and apart. That spouse may have 
died. We do not know about that. There is 
just no knowledge of where the spouse is. So 
we felt we ought to put in a special provision 
to cover that situation. Talking about living 
separate and apart presupposes the existence
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of two spouses living separate and apart. 
Paragraph (c) covers the disappearance of the 
spouse. The spouse may be living or dead.

The Chairman: It would really cover him if 
he is dead.

Mr. Maxwell: We do not know.

Senator Leonard: Does it not have to be 
read with clause 9(l)(f) whereby there are 
certain provisions that really have to be read 
in or in conjunction with clause 4(e)(1)?

Mr. Maxwell: Senator Leonard, in that 
regard, I think it is better to put it this way, 
perhaps, that the relief under clause 4 is dis
cretionary. Once you establish the permanent 
breakdown, there is still a question as to 
whether or not you are going to get relief. 
You may only get relief if you meet the other 
requirements of the act. These requirements 
of course are specified in particular in para
graphs (d), (e) and (f) of clause 9.

Senator Leonard: Yes, but there is special 
provision dealing with clause 4(e) (i).

Mr. Maxwell: Yes.

Senator Leonard: You have to bring in the 
question of it being unduly harsh or unjust 
and prejudicially affecting the making of 
reasonable provisions for maintenance.

Mr. Maxwell: Yes.

Senator Leonard: It seems to me that 
clause 4(e)(1) is more directed to the kind of 
occasion where one of the parties is in an 
institution for a period of time. I do not see 
that kind of case covered in any of the other 
provisions of clause 4.

Mr. Maxwell: That is quite true.

Senator Leonard: But the wording of clause 
9(l)(f) fits into such a case under clause 
4(l)(e).

Mr. Maxwell: It does.

Senator Grosart: Mr. Chairman...

Senator Thorvaldson: Has Mr. Maxwell 
finished?

The Chairman: Will you reconsider that, 
Senator Grosart?

Senator Grosart: No, I will not reconsider. 
I would like to ask my last question. I think 
it may be helpful to Mr. Maxwell. My last 
question is, legally, does clause 4(l)(e) mean

that if a couple have been living apart for 
three years, for any reason, and both want a 
divorce, and are prepared, whether they have 
children or not, to make the arrangements 
that are not harsh or unjust to either party, is 
it the intention to say that, by consent, that 
any couple may obtain a divorce, for any 
reason, after three years living apart, under 
that section? Is that what it means? Is that 
the legal interpretation?

Mr. Maxwell: It may be the legal result. 
Certainly, the question of whether they con
sent to it or not is not too relevant, it is a 
matter of law. But I think that would 
undoubtedly be the legal result, on the facts 
you have stated.

Senator Everett: I am suggesting that it is 
not fair to take a section out of the act which 
defines breakdown and ignore all the reme
dies under the act for that breakdown. There 
is ample protection. You can find a break
down under clause 4, in the way that Senator 
Grosart suggests, but that does not by any 
manner of means mean that under the opera
tion of this act it is going to result in a 
divorce. Far from it, in the case he just sug
gested—far from it.

The Chairman: Well, we have had quite a 
discussion on this subparagraph (e). Are there 
any amendments or are you ready for the 
question?

Senator Roebuck: I want to make one 
point. I have said in the house that I do not 
like putting in cold type the fact that a man 
or a woman may take advantage of his or her 
own wrong. I would like to amend that sec
tion 4(l)(e) by striking out all the words of 
subparagraph (i) thereof after the words “for 
any reason” in lines 20 and 21, the words 
“other than that described in subparagraph 
(ii)”. That will eliminate that. Then I would 
like to eliminate subsection (2) entirely.

The Chairman: Let us keep to subsection 
(l)(e) for the moment. What is the amend
ment you propose in relation to subsection 
(e)?

Senator Roebuck: I would like to strike out 
of subparagraph (i) the words “other than 
that described in subparagraph (ii)”.

The Chairman: Yes.
Senator Roebuck: Now, what is described 

as subparagraph (ii) is this:
(ii) by reason of the petitioner’s deser

tion of the respondent, for a period of not 
less than five years, ...
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My argument is that it is positively immoral 
to state here in cold print that a man may 
take advantage of his own wrong. Then I 
would like also to strike out, and this is what 
we have been discussing for so long, subsec
tion (2) in its entirety.

The Chairman: Wait a minute now. We are 
not dealing with subsection (2) at the 
moment. These amendments have to go in 
their order, otherwise we will get into a hor
rible mess. We have an amendment proposed 
to this subparagraph (e) which would in effect 
strike out all the references to the specific 
right of the petitioner who has deserted his 
spouse being able at any time to apply for a 
divorce.

Senator Roebuck: I would like to answer 
that.

The Chairman: May I point out the signifi
cance of it? If you strike out the part that the 
senator has been talking about, then the sub
section (e) would simply read:

(e) the spouses have been living sepa
rate and apart for any reason for a peri
od of not less than three years immedi
ately preceding the presentation of the 
petition.

That would mean that either of them could 
proceed within three years.

Senator Roebuck: And that is good.

The Chairman: Within three years instead 
of within five.

Senator Roebuck: That is fine.

Senator Leonard: Where the guilty person 
is getting the benefit is under (2), is that not 
so? And that is desertion for five years. The 
husband who has deserted the wife can still 
apply after five years.

The Chairman: But, if we strike off what 
Senator Roebuck is proposing ...

Senator Roebuck: What I am trying to get 
at is we should abolish this thing about the 
culpability of either party and let either party 
apply for any reason, and, if the opposing 
party raises the point of who deserted whom, 
he will raise the entire question then and the 
judge can deal with it as he sees fit. That 
would be very much better than bringing up 
this question of who has deserted whom.

Senator Lang: I would support Senator Roe
buck’s amendment here, but I would only

support it on the basis that subsection (2) was 
to be removed.

The Chairman: We have not got to subsec
tion (2) yet.

Senator Lang: I think they are interlocked.

The Chairman: We can only deal with one 
amendment at a time.

Senator Lang: I am not in favour of a 
divorce on consent after three years, and that 
is what we would have. If we leave in subsec
tion (2), it would presume marriage 
breakdown.

The Chairman: We have a proposed 
amendment to subparagraph (e) by Senator 
Roebuck; that amendment is to strike out (ii) 
which deals with any right to apply for 
divorce by the petitioner who has deserted 
his wife and it simply leaves in (e), that the 
spouses have been living separate and apart 
for any reason for a period of not less than 
three years immediately preceding the pres
entation of the petition. I think it is clear 
what is meant by that. Those who support the 
amendment?

Senator Lang: I object to segregating those 
two sections. I cannot vote on that.

The Chairman: There is only one way of 
objecting. If you object...

Senator Lang: I will move to amend Sena
tor Roebuck’s amendment by including the 
deletion of subsection (2) of that section.

The Chairman: I rule your amendment out
of order.

Senator Everett: I think Senator Lang sure
ly has a case here, Mr. Chairman, because to 
amend subsection (i) and then not amend sub
section (ii) would make it meaningless.

The Chairman: We are not making any 
decision at the moment in relation to subsec
tion (2). We will deal with that immediately 
next.

Senator Everett: Let us say the amendment 
he is suggesting to subsection (ii) is lost, then 
in subsection (ii) you would have a reference 
to subsection (i) which would be meaningless.

Senator Leonard: We are talking about 
Roman numeral (i) and Roman numeral (ii), 
are we?

The Chairman: Senator Lang has moved an 
amendment to include in the amendment to
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subparagraph (e) the striking out of subsec
tion (2), and I say we have got to take them 
in order, and I have ruled his amendment out 
of order.

Senator Leonard: There is a confusion in 
some of our minds that he might be referring 
to Roman numeral (ii). There is no necessity 
for subparagraph (ii), if by any chance this 
amendment should carry, because you do not 
need to have anything other than living apart 
for three years.

The Chairman: That is right.

Senator Thorvaldsen: Mr. Chairman, I just 
wanted to say that we have listened to the 
arguments against this section for quite some 
time. There may be one or two of us who 
would like to support the section.

The Chairman: I am just putting it to a 
vote right now, Senator.

Senator Thorvaldsen: I am hoping before 
you vote that you will allow some of us who 
are in favour of this section as it is to support 
it by argument. I will only take one or two 
minutes.

The Chairman: Go ahead.

Senator Thorvaldsen: In regard to the 
argument that it would be wrong to allow a 
person who is a deserter to have a remedy, I 
think that is quite inconsistent with the facts 
of life as known to every lawyer who has 
practised over a life time, as some of us have. 
It may sound bad that a deserter should have 
any rights to divorce his spouse, but, if you 
look at life itself and the facts as we know 
them, then this section should be supported 
as I do support it.

When we talk of deserters for instance, 
people think of only men being deserters. 
There are no end of women who marry a 
rogue of the worst kind. Every one of us 
knows that to be a fact. What can such 
women do? Is it not a wonderful thing for a 
woman to at least after five years have the 
right to petition for a divorce, particularly 
where in section 9(f) you give the safeguard 
Which is given there?

I suggest to those who want to knock out 
this section (e), that although you can perhaps 
base a good argument on the fact that a de
serter is a bad person and so should not have 
rights, nevertheless you cannot argue this 
without referring to section 9(f). I just want
ed to put that point across, Mr. Chairman. In

my own experience I have known dozens of 
cases where a person was married to a 
rogue—and the rogue might not be only the 
husband; in many cases it is the wife—and 
had no remedy whatsoever. Now those people 
are given a remedy and I agree with the 
section and I hope it stays in here exactly as 
it is.

Senator Cook: I have just one point to 
make in support of that. The alleged deserter 
has in many cases contracted a common law 
marriage and he might have innocent chil
dren who will be involved as well. Why not 
let him get divorced?

The Chairman: Those in support of Senator 
Roebuck’s amendment please raise their 
hands. Now, those who are opposed?

The Clerk of the Committee: Seven to five 
against.

The Chairman: The amendment is lost. 
Then we come to subsection (2). I would sug
gest that if we finish subsection (2), if we are 
likely to in the foreseable future, to use the 
language of the act, we could then consider 
the matter of adjournment. We have already 
had discussion on subsection 2 and there is 
Senator Flynn’s motion to strike it out.

Senaior Roebuck: What is the use of making 
a motion here? You will support the bill.

Senator Lang: Well, I will make a motion 
to strike out subsection (2) because, with all 
respect to the departmental officials, I think 
it is bad legislation. I feel I would have great 
difficulty if I were a judge sitting on the 
bench and faced with the dilemma of inter
preting this. It is in my view a built-in 
difficulty in that it does not say what it is 
intended to say and goes around the back door 
by raising the presumption of a permanent 
marriage breakdown and then providing con
ditions rendering meaningless the first part of 
the section.

The Chairman: Your motion, Senator Lang, 
is that we strike out subsection (2)?

Senator Lang: I am in favour of the 
grounds for divorce as set out in the section, 
but I don’t want them accompanied by some
thing which the judiciary has to interpret as 
permanent marriage breakdown. With subsec
tion (2) that prerequisite is gone, and we are 
getting very close to divorce by consent.

Senaior Leonard: With all respect to my 
honourable colleague and former roomate I 
think the drafting is good.
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The Chairman: I think so too. Now Senator 
Lang has moved an amendment to strike out 
subsection (2) of section 4. Those in favour of 
this amendment please indicate accordingly. 
Now, those contrary? The amendment is lost. 
Shall subsection (2) carry?

Hon. Senators: Carried.

The Chairman: Now I think it is time to 
adjourn and I would suggest that we adjourn 
until the Senate rises today, at which time we 
will reconvene.

Senator Flynn: Will we have the minister 
before us then?

The Chairman: I doubt if we will have the 
minister before tomorrow.

The committee adjourned.

Upon resuming at 4.00 p.m.

The Chairman: I call the meeting to order. 
We have a quorum and our departmental 
officers have arrived. We had got as far as 
section 5. Shall section 5, subsection (1) carry? 
That is on the jurisdiction of the court?

Hon. Senators: Carried.

The Chairman: Shall subsection (2) (a) and 
(b) carry?

Hon. Senators: Carried.

The Chairman: Now, section 6 on domicile. 
Shall subsection (1) of section 6 carry?

Hon Senators: Carried.

The Chairman: Shall subsection (2) of sec
tion 6 carry?

Hon. Senators: Carried.

Senator MacKenzie: May I ask one 
question.

The Chairman: Yes.

Senator MacKenzie: Does that raise any 
complications in terms of defining domicile in 
a matter of this kind?

The Chairman: You mean generally?

Senator MacKenzie: Yes.

The Chairman: This rule is only for pur
poses of this statute.

Senator MacKenzie: I know that, but this is 
to provide a woman with a domicile for this 
statute.

The Chairman: That is right.

Senator MacKenzie: Outside the jurisdic
tion, as it were.

The Chairman: Well, it is quite apart from 
the general rule.

Senator MacKenzie: I am just asking 
whether it does. It was suggested to me by a 
colleague of mine that it might raise com
plications in law, and I am just asking these 
gentlemen whether they had foreseen any 
complications? I have not foreseen any 
myself. It looks to me to be pretty 
straightforward.

Mr. Maxwell: Subsection (2) of section 6 
has, of course, a slightly broader import 
because its purpose is to assist in determining 
marital status in Canada. It does apply some
what more broadly than merely in respect of 
a petition for divorce under this particular 
act, but in answer to your question, at the 
moment I do not think it should cause any 
special problem. Of course one cannot be cer
tain about these things, but I do not think so.

The Chairman: Carried?

Hon: Senators: Carried.

The Chairman: Section 7, dealing with 
procedures here on presentation and hearing 
of petitions. Section 7(1), which includes sub- 
paragraphs (a), (b) and (c). Shall these carry?

Senator Roebuck: My only comment here is 
that unless we widen the jurisdiction of the 
courts to take in the county court, this is just 
window dressing. I have heard hundreds of 
cases in which we have asked the parties 
whether there was any chance of a reconcilia
tion and their answer was always no. Over 
the years nobody has ever said yes.

The Chairman: That is right. If they get 
that far, well—

Senator Roebuck: Exactly. There is nO' 
chance.

Senator Thorvaldsen: Mr. Chairman, I 
would like to agree with Senator Roebuck on 
that and say further that very few divorces 
go through legal offices in this country with
out every effort having been made to recon
cile the parties.
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The Chairman: That is right. Subsection (1) 
carries. Shall subsection (2) carry? This is the 
certificate that should be endorsed on the 
petition.

Hon. Senators: Carried.

The Chairman: Section 8 has to do with the 
reconciliation proceedings.

Senator Roebuck: That is in the same 
category.

The Chairman: Yes. This has to do with 
how the judge shall perform his functions. 
Shall section 8 carry?

Senator Roebuck: It would not do any 
harm.

Hon. Senators: Carried.

The Chairman: Section 9. We have had a 
lot of discussion on this this morning, dealing 
with the additional duties of a court. Shall 
section 9(l)(a) carry?

Senator Aseliine: This was the section I 
objected to when I was speaking to the bill 
on second reading.

The Chairman: That is why I called section 
9(1) (a), because I knew there was an objec
tion you had made on that point. Now, what 
have you to say, Senator?

Senator Aseltine: I did not know what to 
make of the word “admissions” in there in 
subsection (l)(a). When I was speaking on this 
Point I drew attention to the fact that in the 
Western Provinces, particularly in the Prov
ince of Saskatchewan, when a divorce had 
been commenced by a written summons, 
statements of claim were served on the 
defendant respondent and defendant co
respondent, even though they were just called 
defendants in the action. We frequently, 
Under our rules, examine for discovery the 
defendant respondent or defendant co
respondent and after the local registrar gives 
them the usual warning they are asked cer
tain questions that have to do with their infi
delity as charged in the statement of claim. 
Now, if they wish to answer they may do so 
and when the case is set down for trial and 
the evidence is being submitted, certain ques
tions and answers out of the examination for 
discovery are admitted as evidence and fre
quently the answers are admissions of the 
ihfidelity.

If this subsection means what I think it 
means, it is going to interfere to a considera

ble extent with the proofs that we are 
required to produce in a country where the 
population is scattered and the distances from 
the courts are great and where it is impossi
ble to obtain the evidence, we will say, by 
employing detectives and that kind of thing. 
So I would like to know what the idea of the 
department is in drafting this subsection as it 
is drafted.

The Chairman: Senator, I should tell you 
that in this subsection when the bill was con
sidered in the Commons it did not include the 
word “solely”. The word “solely” was an 
amendment which was put in on considera
tion of the bill, and I think the feeling which 
gave rise to this being added was to provide 
for some evidence of corroboration which 
would make the admission admissible in evi
dence. Otherwise if it remained without the 
word “solely” those admissions would not be 
admissible in evidence. Is that correct?

Senator Aseltine: I would like to ask Mr. 
Maxwell if the idea behind this was to legis
late against agreements to get a divorce. Was 
that the idea behind it?

Mr. Maxwell: Senator, in this regard I 
think what we are endeavouring to do here is 
to put admissions, whatever kind they may 
be, whether they be in formal pleadings 
before the court, whether they be obtained by 
examination for discovery or, indeed, wheth
er they are simply ordinary admissions made 
at a cocktail party, on the same basis because 
we can see no justification for not putting 
them on the same basis. If you ask what the 
basis is, it is this: These admissions do have 
evidentiary value and may be admitted but 
they in themselves would not be sufficient. 
There would have to be some other evidence 
in addition to the admission.

Senator Aseliine: But I suppose there 
always is some corroboration.

The Chairman: In some material way. Shall 
section 9, subsection (1) (a) carry?

Hon. Senators: Carried.

Senator Roebuck: Before we leave that, 
frequently the respondent and the co
respondent both gave evidence admitting that 
they were living together and that they had 
children and all that sort of thing. We had 
many cases here where we accepted that kind 
of evidence. It is true we have had the evi
dence of the petitioner as a rule which I 
suppose is corroboration to some extent. 
Would that rule out both of them?
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Mr. Maxwell: No, it rules out any admis
sions in the situation where they come under 
the hearsay rule. It would not rule out direct 
evidence by a witness in the witness box 
because such evidence is not an admission in 
the sense that the term is used in this 
provision.

Senator Aseltine: Frequently the co
respondent is subpoenaed.

Senator Roebuck: May I ask Mr. Maxwell 
—I haven’t taken cases of this kind; I left 
them to others who probably liked them bet
ter—but somewhere in my memory I seem to 
recall a provision in the rules of Ontario 
which prevents the use of an admission made 
on examination for discovery.

Mr. Maxwell: At one time there was a 
provision in the Ontario rules which read like 
this, and I will quote it to you—

At the trial admissions of a matrimoni
al offence made in pleadings or upon 
examination for discovery or upon a 
cross-examination on an affidavit shall 
not be accepted as sufficient proof of a 
matrimonial offence.

That was a provision that was in the On
tario rules. Actually it was changed, if I 
remember correctly, in 1950 because the rules 
committee felt that it was a substantive 
provision and not a procedural provision.

The Chairman: Might I refer you to Cart
wright on Divorce, Third Edition, at page 70, 
where it says:

Former Ontario Rule 787 provided that 
an admission made on examination for 
discovery or on cross-examination on an 
affidavit was not alone sufficient evidence 
to enable the court to grant a decree, but 
after a similar rule was held ultra vires 
by the Saskatchewan Court of Appeal (v) 
the rule was amended and this provision 
no longer appears. Admissibility of evi
dence is a question of law and not merely 
practice. However, it is unlikely that a 
court would grant a decree in such case 
without some corroborative evidence.

Senator Thorvaldson: Might I just ask Mr. 
Maxwell this question, as this is what really 
bothered me about the section. Mr. Maxwell, 
you say you are quite sure that despite the 
injunction against admissions, nevertheless an 
admission in court in different from admis
sions in sworn testimony, say, an Examina
tion for Discovery?

Mr. Maxwell: I am saying, senator, that 
direct testimony by the party of his adultery 
is not an admission within the meaning of the 
act. It is direct evidence of fact in issue. 
“Admissions” is a technical term. It has to do 
with a well-known exception to the hearsay 
rule. Admissions are always acceptable as 
evidence against the person who makes them, 
and it is an exception to the hearsay rule. 
Otherwise you could not have evidence on 
admissions.

Senator Thorvaldson: I quite understand 
that.

Mr. Maxwell: But where the respondent 
comes into the box and says, “Yes, I commit
ted adultery last night,” that is not an admis
sion. The layman would call it an admission, 
but it is not an admission in the sense of an 
evidentiary admission. It is direct evidence 
on a fact, under oath.

Senator Aseltine: But an Examination for 
Discovery is under oath too.

Mr. Maxwell: It is a special form of admis
sion, Senator Aseltine, as I understand the 
principle. It is a way in which you can get 
formal admissions before the court, but these 
are still admissions and they do not constitute 
direct evidence. The only way you can get 
direct evidence is to put your witness in the 
box and interrogate him before a judge, with 
cross-examination by counsel.

Senator Thorvaldson: I think it is very 
good to have this statement by Mr. Maxwell 
on the record, Mr. Chairman, because I have 
an idea it might be necessary to use it in 
some courts.

The Chairman: That is all right, senator; 
we do not mind being helpful.

Shall subparagraph (b), on page 7, carry?

Senator Everett: Could I ask Mr. Maxwell 
whether an agreement by parties to a mar
riage under section 4(l)(e) to live apart that 
resulted in an action after three years, 
because they did live apart, would be collu
sion under section 9(l)(b)?

Mr. Maxwell: I would say, on those facts, 
no.

The Chairman: Does subparagraph (b) 
carry?

Hon. Senators: Carried.

The Chairman: Subparagraph (c), on page 
7, shall it carry?
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Hon. Senators: Carried.

The Chairman: Subparagraph (d), on page 
7, carried?

Hon. Senators: Carried.

The Chairman: Subparagraph (e), on page 
7, carried?

Hon. Senators: Carried.

The Chairman: And subparagraph (f), on 
page 7, carried?

Hon. Senators: Carried.

The Chairman: Now, subsection 2, on the 
question of condonation. Shall this carry?

Senator Roebuck: It is a most advisable 
section.

The Chairman: Yes. Carried?

Hon. Senators: Carried.

The Chairman: Subsection 3, on page 7, (a) 
and (b), shall they carry? This is the method 
of calculating the period of separation.

Senator Roebuck: This is from the English 
act, and it seems to be working there.

The Chairman: Yes. Carried?

Hon. Senators: Carried.

The Chairman: Section 10, this provides for 
interim orders. Shall section 10 carry? Any 
questions?

Hon. Senators: Carried.

The Chairman: Section 11.

Senator Roebuck: When we come to section 
11, I have something to say there. This is the 
section upon which my good colleague Senator 
Fergusson spoke this morning. Surely, a 
woman is entitled to more than just a meal 
ticket? She may have worked for many years 
along with her husband, she making the 
home and the husband making the money, 
and the two of them accumulating an estate; 
and yet, by common law, in the case of a 
divorce she gets nothing.

Senator Fergusson has protested against 
this for a long time, and I can see the justice 
of her plea. I am going to move, Mr. Chair
man, that section 11(1) be amended by adding 
at the end thereof after subparagraph (c) the 
following subparagraph:

(d) an order providing for the division 
of the marital property of the parties 
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between the petitioner and the respond
ent as each is in equity entitled.

Now, that would give the court the power to 
inquire as to the contribution made by the 
husband and the contribution made my the 
wife in order to be able to make an equitable 
division between them.

Senator Pearson: Would that cover a com
mon law wife?

Senator Roebuck: No.

Senator Leonard: There is no such person.

The Chairman: Now, what have you decid
ed, Mr. Maxwell?

Mr. Maxwell: Well, I suppose one of the 
first problems in considering an amendment 
of that kind is to consider precisely what is 
meant when you speak of “in equity entitled”. 
I would have thought that a reference of that 
kind would normally involve a reference to 
the rules and principles developed by the 
Court of Chancery in England, and to the 
principles of equity as those of us who are 
trained in the common law understand those 
concepts. Of course, if that is what is meant, 
it would result in no change whatever 
because, if I can put it this way, marital 
property—again, I am not quite certain what 
that means—belongs either to one spouse or 
the other spouse, or it belongs to them in 
some sort of joint ownership. It has to belong 
to them in one of those three ways.

Senator Roebuck: Oh, no. We have often 
recognized the rights of the woman when she 
has contributed or has provided a certain 
amount of the money with which the husband 
buys the piece of property. I think you can 
find a good many cases in which she has 
succeeded.

The Chairman: Then, she would have a 
right of action in our provincial courts.

Mr. Maxwell: That is what I was coming 
to. If this is simply a reference to the existing 
laws of equity—and I assume that that is 
what is must mean...

Senator Roebuck: No. . .

The Chairman: You have used the words 
“in equity entitled”.

Senator Roebuck: I am referring to “equi
ty” with the meaning that is found in a 
dictionary. Perhaps that phrase “in equity 
entitled” should be changed to “in justice
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entitled”. That would get away from the use 
of the word “equity”.

Mr. Maxwell: Then I think, senator, you 
would have this difficulty in that I do not 
know how anybody would know what it 
meant. I do not know how the courts would 
interpret that provision.

Senator Fergusson: Could you substitute 
“fairness” for “equity”. Could it be made to 
read “in fairness entitled”?

The Chairman: You still get back to the 
question of what is the legal basis which 
would enable the federal authority to enact a 
provision of this kind. The Joint Committee, 
of which you were a joint chairman, senator, 
had an opinion from Mr. Driedger, who was 
then the deputy minister. I note that at 
page 59 of the Report of the Special Joint 
Committee part of Mr. Driedger’s report 
reads as follows:

The division of property between 
divorced persons (apart from the question 
of support or maintenance), as well as 
such matters as marriage settlements, 
dower, homestead rights, the right of 
married women to own property and sue 
in their own names, etc., may well stand 
on a different footing.

He had first of all dealt with maintenance and 
custody, and indicated how they tied into the 
right to legislate in relation to divorce, and 
how you can justify a tie-in of maintenance 
and custody, but he said that this other sub
ject may well stand on a different footing. He 
goes on:

These matters do involve rights and 
obligations between husband and wife, 
but they seem to me to relate more to the 
property and civil rights of the parties to 
the marriage than to their legal status as 
married persons. They could vary from 
time to time and from jurisdiction to 
jurisdiction and a particular rule is not 
necessary or essential to constitute a 
marriage.

And then he goes on to say that the provinces 
of course, have jurisdiction over property and 
civil rights.

These are problems as to what legal basis 
there is that would make any such provision 
as contained in this proposed amendment 
valid and constitutional. Have you any 
answer to that, Mr. Maxwell?

Mr. Maxwell: I would say, senator, that by 
far the better view, in my mind, is that laws

of this kind fall within the provincial juris
diction as to property and civil rights.

Senator Fergusson: Then why cannot we 
have a referral to the Supreme Court to 
decide who has the right to make this 
decision?

The Chairman: That can be done quite 
apart from this bill if there is an issue of that 
kind, and the Government seems at some 
time or another to be desirous of making 
reference on an infinite variety of subjects.

Senator Fergusson: I think it would be nice 
if we had a judgment of the court. I do not 
want to hold up the bill, but before we pass a 
bill such as this I think we should know our 
ground.

The Chairman: The whole question is 
whether it falls in property and civil rights. X 
would venture the statement that I think the 
majority opinion of constitutional lawyers 
—although I do not claim to be one—would 
be that this is property and civil rights in the 
provinces.

Senator Burchill: Is there a provision of 
this nature in the English divorce law or any 
other divorce law that you know of?

Mr. Maxwell: I believe their provision goes 
further than ours, but it must be remembered 
that in England one is dealing with a unitary 
state which does not have our constitutional 
law problems.

The Chairman: There is only one govern
ment there; there is no such thing as a pro
vincial government.

Senator Thorvaldsen: I feel we are dealing 
with a very difficult and technical problem 
and I would be very much opposed to having 
a section such as this, particularly where the 
constitutional ground is not sure. I am quite 
sure in my own mind that it is a matter of 
property and civil rights, that the province 
has jurisdiction and Parliament does not. It 
seems to me that if Parliament has jurisdic
tion to legislate in this manner it would be 
most unusual.

Senator Lang: Is the power conferred 
under paragraphs (a) and (b) within section 
91 of the B.N.A. Act?

Mr. Maxwell: We are of that view, yes.

Senator Thorvaldsen: I have my doubts 
about that, but no doubt Mr. Maxwell is 
right.
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Mr. Maxwell: I have no doubt that many 
people would have doubts about it, but that is 
our opinion. We think we can do that but we 
do not think we can do the other.

Senator Thorvaldson: I think that what is 
in there will probably be suject to an appeal 
to the court some day which will be a very 
salutary thing. I think it is perhaps necessary 
in order to get a firm understanding of where 
we stand constitutionally on this question of 
alimony.

The Chairman: I notice in part of the opin
ion given to the Joint Committee by Mr. 
Driedger in connection with difficulties of 
maintenance and custody, which are the 
items you now raise, Senator Roebuck, as to 
whether they would stand up in court, he 
said:

It is the husband’s duty to maintain the 
wife. If the marriage is dissolved, that 
obligation normally ceases because the 
relationship of husband and wife no long
er exists. For the reasons I have indicat
ed, I think that Parliament is competent 
to define the extent to which a dissolution 
of marriage alters the rights and obliga
tions inherent in the marriage and there
fore could provide for a continuation of 
the obligation to support.

Then he refers to the remarks of Lord Atkin in 
Hyman v H. (1929) Appeal Cases page 601, 
which supports that line of argument. Then he 
refers to this case where this same line of 
reasoning is supported and he continues:

The same reasoning would apply to 
maintenance and custody of children. 
During marriage the husband is under a 
duty to maintain and provide for the edu
cation of the children of the marriage, 
and the husband and wife have joint cus
tody. These are rights and obligations 
that arise out of the marriage relation
ship. A divorce, which terminates the 
marriage relationship, obviously inter
feres with these rights and obligations, 
and in my opinion Parliament’s jurisdic
tion in relation to divorce would include 
jurisdiction to prescribe the extent to 
which these rights and obligations are to 
be abrogated or continued.

This, then, seems to be an acceptable line of 
reasoning.

Senator Leonard: Mr. Chairman, that rea
soning does not apply to paragraph (b) of the 
section which deals with an order requiring

the wife to pay this money for the mainte
nance of the husband.

The Chairman: No, this is breaking new 
ground. There is no doubt about it. I do not 
think in giving this opinion that that was 
being considered, although there may be 
some question. The husband may have the 
right to maintenance and support, but do you 
mean the other party to the marriage has no 
obligations in that regard? I am not ready to 
answer that one.

Senator Lang: Mr. Chairman, may I ask the 
departmental officials again what they think 
the effect would be if the qualifying words 
“for the maintenance..." et cetera in both 
(a) and (b) that were removed so that there 
were no qualifications on the order.

Senator Leonard: That way you are having 
the worst of both possible worlds. You should 
at least get maintenance, and that would be 
difficult.

Mr. Maxwell: It must be remembered, of 
course, that Parliament has two heads of 
jurisdiction, if I can put it that way here. It 
has not only divorce but also marriage. Now 
it may not be stretching one’s imagination too 
far to say that the power to legislate in rela
tion to marriage as distinguished from 
divorce carries with it the right to define 
rights and obligations between the parties. 
Taking that one step further, where one of 
the parties is in need of maintenance because 
he or she is ill or unable to look after himself 
or herself, that kind of obligation can proba
bly be imposed by some legislature some
where, and very arguably it could be imposed 
by the Parliament of Canada as the Constitu
tion is now written.

The Chairman: It might have to be done 
under the criminal law.

Mr. Maxwell: Well, that is another possibil
ity too. That is another head we have to rely 
on. But when you come to, in effect, the 
conferring of a right of property in a spouse, 
then I think we are getting beyond the mar
riage head as such and into what one could 
describe fairly as property law. I mean, after 
all, no one has ever doubted that the legisla
tion that makes a married woman separate as 
to property is a proper provincial law, I think 
that this is where we have a problem. Is this 
sort of law a property law or is it a marriage 
and divorce law?



210 Standing Committee

Senator Fergusson: Mr. Chairman, may I 
repeat what I said in the Senate. There are 
authorities on constitutional law who believe 
that this matter comes definitely under Mar
riage and Divorce in section 91, and these are 
not just people who have studied it as an 
interesting subject. These are people who 
have practised in this field and I have dis
cussed the field with them. There are people 
who teach this law in our colleges and uni
versities and who have agreed with this 
point. In fact, they have given me the idea in 
some cases.

I would also like to point out to you that 
Kent Power, who has written the book Power 
on Divorce to which we refer in many cases, 
has said that if there is a question of jurisdic
tion between the federal and the provincial 
government, then it is the federal Govern
ment—

The Chairman: Wait a minute. You mean 
by that that let us say there is property that 
has been built up or acquired and built up as 
a result of the efforts of the husband and the 
wife.

Senator Fergusson: Yes.

The Chairman: The title may be in the wife 
or in the husband. If it were in both of them, 
then we would not have the problem. But if it 
is in the husband or in the wife and there has 
been that build-up by both of them, then we 
have the problem. The whole question then is 
whether that is part of the marriage agree
ment between the parties or is a matter of 
contractual rights.

Senator Fersusson: There are very few 
marriage agreements in any provinces I 
know, except Quebec.

The Chairman: In a marriage it may be 
concluded from all the circumstances that in 
making her contribution to the build-up of 
whatever is necessary to acquire the property 
that the wife was staking out a claim for 
herself, and a court of law might find an 
interest by reason of that, but that is 
property.

Senator Fergusson: Especially a court of 
law presided over by a man, Mr. Chairman.

The Chairman: Well, does that make a 
difference?

Senator Fergusson: That may not be appro
priate but it is my feeling. But there is one 
point you have brought up yourself when you 
said that in section 11 (1) (d) we are breaking

new ground. If we can break new ground 
there and stand a chance of being attacked in 
the courts, why can’t we break new ground in 
the section that I am referring to?

The Chairman: Well, I think you will agree 
that we do break new ground. We have not 
yet discussed whether we think it is constitu
tionally sound or not. This is the question I 
was going to ask Mr. Maxwell.

Mr. Maxwell: I have already, I hope, Sena
tor Fergusson, indicated my view on this 
matter, namely that even if there is any ques
tion of federal jurisdiction in this matter 
under the heading of divorce there is, in my 
submission, no question about it under the 
heading of marriage, in respect of which the 
Parliament of Canada also enjoys exclusive 
jurisdiction. We should not forget that fact 
when considering the bill. But it is really a 
matter of how far one can go. The whole bill 
breaks new ground as a matter of law. We 
think we can go this far. That is, we think we 
can go as far as we have gone in paragraph 
<b), but when you go beyond that and start 
talking about the rights of the respective 
spouses to the property of the other, well, 
then, perhaps I can add this, that, if Parlia
ment has jurisdiction in this field, perhaps 
Parliament is the forum that will have to 
change the laws of community and property 
in the Province of Quebec. I would think this 
would be a very startling proposal from any
body from the constitutional point of view.

The Chairman: Are you ready for the 
question?

Senator Roebuck: I don’t think it is as open 
and shut as all that because it sounds at the 
moment as if Mr. Maxwell’s argument could 
not be wrong. I think it is a very great ques
tion still as to where constitutional rights lie. 
When the court separates the parties I think 
it is desirable that they separate the property 
at the same time.

Senator Aseltine: Divide all the property
up?

Senator Roebuck: According to the rights 
of the parties. Take, for example, the case of 
a wife who has provided money to buy 
property. The fact that she has contributed to 
the purchase of the property is recognized. If 
on the other hand, to use my phrase while 
she was making the home the husband was 
making the money, well, then, the two of 
them accumulated an estate and each one of 
them has rights there. Each one has rights in 
equity.
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The Chairman: But, Senator, you will agree 
that even before any petition for divorce was 
launched if a wife wanted a declaration of 
her rights in property and adduced the evi
dence to support it, a provincial court might 
make that declaration. There is authority now 
for doing that and this bill does not take that 
authority away.

Senator Roebuck: No, but it does leave her 
with an action on her hands when she gets a 
divorce. Naturally she doesn’t want the 
Property divided while they are happily mar
ried, but then when a divorce comes it is 
another matter.

The Chairman: Maybe the time to do it is 
when they are getting along very happily.

Senator Lang: Surely what we are talking 
about is a procedural matter. We are con
cerned that the court should be seized of the 
jurisdiction at the proper time. The question 
is whether the court would be seized with 
that jurisdiction at the time. But why can we 
not avoid a constitutional problem by sticking 
to the words in Senator Roebuck’s amend
ment, that is:

That section 11 (1) be amended by add
ing at the end thereof after subparagraph 
(c) the following subparagraph:

(d) an order providing for the divi- 
- sion of the marital property of the par

ties between the petitioner and the 
respondent as each is in equity entitled.

The Chairman: If I understand you, is what 
you are saying, if a petition for divorce is 
launched, and—for instance, let us take two 
situations under this—in that petition there is 
also a claim, on the basis of right and having 
made a contribution to property, for a decla
ration of an interest in that property, this is 
the way in which the matter would proceed, 
°u the basis of the amendment which Senator 
Roebuck has proposed? If you had a situation 
Where a petition for divorce went along 
claiming all the usual grounds, and there was 
au action started at the same time in a pro
vincial court for a declaration of the rights of 
the wife in certain property, or in all the 
Property, I would assume those actions might 
Very well be tried at the same time. But you 
have made the marked distinction as to the 
source of the authority. The authority in the 
second instance, where you start a separate 
action, is under the jurisdiction of provincial 
law, but it might be, say, on an order of a 
lodge that they could be tried at the same 
time.

Senator Roebuck: They could be consolidat
ed, and this is what would happen if two 
actions were started.

Senator Thorvaldson: I just want to remark 
that if you accept this proposed amendment 
by Senator Roebuck, then it would be neces
sary also to amend subsection 2, because it 
says:

An order made pursuant to this section 
may be varied from time to time or 
rescinded by the court that made the 
order if it thinks it fit ... 

etcetera. How are you going to rescind an 
order after it has divided capital assets?

The Chairman: That does not present a 
problem, because subsection 2 could be 
amended so as to exclude from the jurisdic
tion of subsection 2 this subparagraph (d) 
which Senator Roebuck has proposed. That is 
not too difficult.

Senator Thorvaldson: I just want to say 
that certainly the other place only intended to 
go so far, to deal with income, namely by 
way of maintenance, and so on; and if we 
open up this question of division of capital 
assets this bill may never pass. I think it is a 
very dangerous amendment to put in there, 
and I would be very reluctant to tempt the 
constitutional fates by going further. It seems 
to me this goes way beyond the opinion given 
already by the law officers.

The Chairman: Senator, is your amendment 
in the form in which you want us to consider 
it?

Senator Roebuck: No. I am going to accept 
Senator Lang’s suggestion and change “in 
equity” to the words “by law”. It may be the 
law is within the jurisdiction of provincial 
legislatures or in ours—I do not care which in 
that case. So it would read:

... between the petitioner and the 
respondent as each is by law entitled.

The Chairman: There might be some room 
for discussion if you contemplated a judg
ment of the court in relation to the entitle
ment by law. But to have in this order or 
declaration granting divorce the order for 
maintenance and custody and division of 
property, I think we are really getting our
selves into trouble and may endanger the bill, 
or certainly delay it. And this is a worthwhile 
measure, as you yourself know. You have 
been fighting long enough to get it this far.
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Senator Roebuck: It is a good measure, and 
I have been trying to improve the measure, 
but not very successfully.

Senator Aseltine: You do not want to 
endanger it.

Senator Roebuck: But I want it perfectly 
clear that while I am trying to improve it, I 
have a great respect for this measure, and I 
have said over and over again it is a good 
bill.

Senator Leonard: Would Mr. Maxwell and 
Mr. Thorvaldson feel the same with respect to 
some general phraseology such as, “such fur
ther order with respect to the property of the 
husband, or of the wife, as the court may 
deem fit and just”? Is there the same 
objection?

Mr. Maxwell: Essentially the same objec
tion, senator. I think that language would be 
virtually meaningless.

Senator Leonard: Except that that might 
even be made to be the result of an arrange
ment, whereas, as it is now, you confine the 
parties to maintenance only.

Mr. Maxwell: Well, if you go further then I 
think the bill might well become vulnera
ble—indeed, I think it would be vulnerable to 
constitutional attack, and goodness only 
knows what the result of that might be. You 
might lose the whole section.

Senator Cook: Would the judge not have to 
take all of the facts into consideration when 
he made his order for maintenance? I do not 
see the need for this amendment.

The Chairman: Are you ready for the 
question?

Senator Lang: I would like to know what 
objection the departmental officials have to 
Senator Roebuck’s amendment, as amended 
by my suggestion.

The Chairman: Then, amend it according to 
your suggestion.

Senator Lang: Would it jeopardize the bill 
on constitutional grounds?

Mr. Maxwell: Yes, I think it would. I do 
not think it would be any improvement. It 
would probably be a meaningless statement 
of law. As I understand what you are saying 
it is, in effect, that the court can do what the 
law says it can do.

Senator Roebuck: But are we not giving it 
jurisdiction?

The Chairman: You do not need to give the 
Ontario courts jurisdiction over property.

Senator Roebuck: But, in a divorce 
action. ..

The Chairman: The federal authority has 
no jurisdiction over that phase of it, unless 
you can tie it in with divorce. I do not see 
how the financial interest that a husband and 
wife have in a property is inherent in a mar
riage relationship.

Senator Lang: All we are doing is trying to 
avoid a multiplicity of actions here. All we 
are saying that in granting a decree of 
divorce the judge may make an order.

The Chairman: But you are dealing with 
substantive law as a matter of procedure.

Senator Lang: It would do away with a 
multiplicity of actions arising out of the same 
issue.

The Chairman: But that is already a matter 
of law, and you are putting—

Senator Lang: I submit it is not a matter of 
law because—

The Chairman: If it is not a matter of sub
stantive law when you are determining the 
relationship between husband and wife in 
relation to property, then I do not know what 
substantive law is.

Senator Lang: But it is something that has 
to be considered in the granting of a divorce 
decree. I do not think it would be prejudicial 
to the constitutionality of this measure.

The Chairman: We are running around in a 
circle. There is a motion before us, and the 
best way to decide this matter is to vote on 
the motion, because we are never going to be 
ad idem on it.

Senator Leonard: Are the departmental 
officials definite in their view that this is not 
worth standing the section for further consid
eration, in the light of our own difference of 
opinion on the matter? We still have—

The Chairman: These gentlemen have been 
the advisers to the minister.

Senator Leonard: We have already stood 
one section, so we shall have to come back to 
that. If they are definitely of this opinion, 
then that ends the matter and I shall have to
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accept their view, but it seems to me that 
there has been a rather strong argument that 
this point might be covered.

Mr. Maxwell: Perhaps I could say this, that 
this matter has been examined by ourselves 
very, very carefully in the course of prepar
ing this bill. I must confess that I would be 
surprised if, for example, the Minister of Jus
tice, were he here, would give an inch on this 
matter. Although I cannot speak fully for him 
on the point, I cannot imagine his agreeing to 
this. I think it is a most startling proposition 
that Parliament would have jurisdiction to 
change the principles of the Civil Code, for 
example, that deal with community of prop
erty. As a matter of fact, I cannot imagine any 
reputable constitutional expert concluding 
that.

Senator Lang: I am not suggesting that—

Senator Leonard: It is really a point of 
enforcing the Civil Code, if you will, in the 
Procedures taken under this act. I think that 
that is really Senator Lang’s point.

The Chairman: The question is whether 
they could adjudicate on those rights. Surely, 
there is some adjudication necessary in order 
to determine the interests of the wife in the 
Property.

Are you ready for the question? I take it 
that the committee understands the amend
ment proposed by Senator Roebuck?

Senator Lang: We did not have an answer 
to Senator Leonard’s question which was 
directed to the departmental officers.

The Chairman: I think Mr. Maxwell 
answered you.

Senator Leonard: He did not give me much 
hope.

Senator Lang: It was not very categorical.

The Chairman: Not all of us can be 
categorical.

Senator Lang: I think it is a very important 
Point. I think we should examine any possible 
V/ay of avoiding inherent injustice in these 
situations.

Senator Thorvaldson: I submit that Mr. 
Maxwell gave a very clear and interesting 
answer.

The Chairman: The answer, whatever it 
was, stands, and if it is the best answer Mr. 
Maxwell can give we have to get along with 
it.

Senator Fergusson: It seems to me that
after all the argument we have heard it 
would not be asking too much to have the 
department look it over again.

Mr. Maxwell: We have looked at this, 
Senator Fergusson, until we think there is no 
point in looking at it any more.

Senator Fergusson: I do not see that. I 
should think you might.

Senator Leonard: We have not added any
thing to the points you have considered, Mr. 
Maxwell?

Senator Fergusson1: Have no points been 
brought up that you have not definitely con
sidered yourself?

Mr. Maxwell: I am not aware of any.

The Chairman: Are you ready for the 
question?

Senator Fergusson: It seems to indicate a 
closed mind if you would not even take it 
back and consider it.

The Chairman: A closed mind can work 
both ways depending on your point of view.

Senator Fergusson: Touché.

The Chairman: Are you ready for the ques
tion on the amendment? Those who support 
Senator Roebuck’s amendment please raise 
their hands.. .To the contrary?

The amendment is lost, five for and seven 
against.

Shall subsections (1) and (2) of section 11 
carry?

Hon. Senators: Carried.

The Chairman: Shall section 12 carry?

Hon1. Senators: Carried.

The Chairman: Now section 13, dealing 
with decrees and orders. Shall section 13 sub
section (1) carry?

Hon. Senators: Carried.

The Chairman: Shall subsection (2) carry?

Hon. Senators: Carried.

The Chairman: Shall subsection (3) carry?

Senator Aseltine: That is usual.

Hon. Senators: Carried.

The Chairman: Shall subsection (4) carry?
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Hon. Senators: Carried.

The Chairman: We now come to section 14. 
Shall section 14 carry?

Hon. Senators: Carried.

The Chairman: Section 15?

Hon. Senators: Carried.

The Chairman: Shall section 16, dealing 
with decree absolute, carry?

Senator Thorvaldsen: Is section 16 really 
necessary?

Where a decree of divorce has been 
made absolute under this act, either 
party to the former marriage may marry 
again.

The Chairman: This may be making assur
ance doubly sure. I do not know.

Mr. Maxwell: Ex abundanti cautela at least.

The Chairman: Translated into English that 
means making assurance doubly sure.

Senator Roebuck: I think it is quite neces
sary. You see, you have judicial separation 
which is also divorce, in which the right to 
remarry is not granted. It would be very wise 
to leave that section.

The Chairman: Shall the section carry?

Hon. Senators: Carried.

The Chairman: Section 17 deals with 
appeals. Shall subsection (1) carry?

Hon. Senators: Carried.

The Chairman: Subsection (2)?

Hon. Senators: Carried.

The Chairman: Subsection (3)?

Hon. Senators: Carried.

The Chairman: Subsection (4)?

Hon. Senators: Carried.
The Chairman: Section 18 deals with appeal 

to the Supreme Court of Canada. Shall sub
section (1) of section 18 carry?

Hon. Senators: Carried.
The Chairman: Subsection (2)?
Hon. Senators: Carried.
The Chairman: Now, under section 19, 

providing for rules of the court, are there any 
questions on this?

Senator Roebuck: I presume that this is 
much the same as you will find in other acts, 
Mr. Maxwell, where you allow rules of the 
court to be made by the judges or others.

Mr. Maxwell: That is a frequent practice.

Senator Roebuck: A frequent practice, yes.

Senator Leonard: Mr. Chairman, we may 
run into some difficulty if the amendment is 
made adding county courts to the courts here.

The Chairman: We will have to come back 
and look at the other sections then.

Senator Leonard: We will have to come 
back and look at them, yes.

Senator Roebuck: I made that point when I 
suggested the amendment.

The Chairman: Oh, yes. That is right.

Senator Roebuck: It might be required that 
we look at some of these other sections which 
I did not have time to look at.

The Chairman: Section 19 carries, then?

Hon. Senators: Carried.

The Chairman: Section 20 deals with evi
dence. Subsections (1) and (2). Shall they 
carry?

Hon. Senators: Carried.

Senator Roebuck: Now we change the rules 
a bit. So far in trials here, which will now be 
taken over by the Exchequer Court, the rules 
of evidence of the province in which the pro
ceedings are carried on are the rules.

The Chairman: Yes.

Senator Roebuck: And in this instance I 
think this changes that considerably, if I 
remember rightly. So that we here have been 
using the rules of evidence for the Province 
of Ontario, although the parties came from the 
Province of Quebec.

The Chairman: Under this section it will be 
the rules of evidence of the province from 
which the application for divorce comes to 
the court. In one case it would be the law of 
Newfoundland. In the other case it would be 
the law of Quebec.

Senator Roebuck: Which means that the 
Exchequer Court must know the rules of ah 
these provinces, which is some little chore.

Mr. Maxwell: They do already, Senator. # 
they do not, counsel can acquaint them.
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Senator Roebuck: They do, do they?

The Chairman: Is that carried?

Senator Roebuck: Yes, I have no objection 
to it.

Hon. Senators: Carried.

The Chairman1: Shall section 21 carry?

Hon. Senators: Carried.

The Chairman: Shall section 22 carry? It 
deals with Quebec and Newfoundland courts 
and the matter of the proclamation by which 
the jurisdiction will be exercised by the Su
perior Court in either one of these provinces 
and will cease to be exercised by the Ex
chequer Court. That is correct, is it not?

Mr. Maxwell: Yes.

The Chairman: Shall section 22 carry?

Senator Roebuck: That may be something 
we will have to change, if we go into county 
courts.

The Chairman: No. If we were to change 
the definition of court as Senator Flynn sug
gested, then we would have to come back and 
look at this.

Senator Roebuck: Perhaps it is ready to be 
looked at, because this refers to “court" and 
We find “court” in section 2.

The Chairman: Carried?

Hon. Senators: Carried.

The Chairman: There are subsections (1), 
(2), (3) and (4). Are these all carried?

Hon. Senators: Carried.

The Chairman: Then there are the conse
quential amendments you find in section 23. 
Would you like to have an explanation of this 
from Mr. Maxwell or is it clear?

Senator Haig: It is clear.

Senator Roebuck: Well, an explanation 
Would be all right, but I think it is perfectly 
good legislation.

The Chairman: I think it is clear.

Hon. Senators: Carried.

The Chairman: That takes us through to 
Part of page 13, all of page 14, and that sec
tion carries?

The Chairman: Then we come to section 24, 
respecting the title. Shall this carry?

Hon. Senators: Carried.

The Chairman: Then the transitional and 
repeal section follows. Is that carried?

Hon. Senators: Carried.

Senator Roebuck: I have something to say 
about section 26.

The Chairman: Just one second, Senator. I 
understand that there is an amendment 
proposed for section 26.

Senator Roebuck: Yes. I was written to by 
the department with regard to this. They sent 
me an amendment, and I want to move it 
because you have voted down every other 
amendment, but you cannot vote down this 
one.

The Chairman: Certainly, Senator, I Would 
not think of moving it myself with you here.

Senator Roebuck: Oh, yes, I must move 
this. This is a big thrill.

The Chairman: And I will support it.

Senator Roebuck: Right. So will everybody 
else.

The Chairman: Maybe Senator Fergusson 
will second it.

Senator Fergusson: I would be delighted to.

The Chairman: They have achieved some 
measure of success.

Senator Roebuck: May I state very shortly 
what it is? Section 26 repeals the Divorce 
Act, Ontario, which was passed in 1930 and 
which conferred upon the Supreme Court of 
Ontario jurisdiction in both the dissolution of 
marriages and the annulment of marriages. 
Now in this bill we are repealing the act and 
it has the effect of granting to the Supreme 
Court of Ontario jurisdiction to dissolve a 
marriage, but by a slip of the draftsmen the 
annulment of marriages was overlooked. 
Therefore this amendment is for the purpose 
of correcting that mere slip of the pen.

The Chairman: Perhaps we should ask the 
Law Clerk of the Senate if he has seen this.

The Law Clerk: I have seen it.
The Chairman: Are you satisfied with the 

form in which we are proposing to amend 
this by striking out a line and inserting some
thing in its place?Hon. Senators: Carried. 
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The Law Clerk: Well, we can consider the 
exact form, but the words seem to be right 
and the intention is correct.

Senator Roebuck: I also understand that 
the amendment has been approved by the 
minister.

The Chairman: Well, will you move the 
amendment so that we can make it 
unanimous?

Senator Roebuck: I have it here in French 
as well in English. Therefore I move that the 
English version of Bill C-187, an act respect
ing divorce, be amended by striking out line 
2 on page 16 and substituting the following: 

Act, the Divorce Jurisdiction Act, the Di
vorce Act (Ontario) in so far as it relates 
to the dissolution of marriage,

The Chairman: Then the section continues?

Senator Roebuck: Yes.

The Chairman: You have heard the amend
ment proposed by Senator Roebuck and 
seconded by Senator Fergusson. Those in 
favour? Those against, if any?

Hon. Senators: Carried.
The Chairman: Now we have to do the 

same thing with the French version.
Senator Methol: Que la version française 

du Bill C-187 soit modifié par la suppression 
de la ligne 10 à la page 17 et la substitution 
de la ligne suivante:

la Loi sur le divorce (Ontario) dans la 
mesure où elle a trait à la dissolution du 
mariage, et la Loi sur les appels de...

The Chairman: This is the French equiva
lent of the motion. Shall we approve of this 
as the French version?

Hon. Senators: Carried.
The Chairman: Subsection (2), I take it, 

carries as is. Then section 27 deals with the 
commencement date. Does that carry?

Senator Thorvaldsen: Why are three 
months required?

The Chairman: The idea, as I understand 
it, is to allow for time to hold a meeting of 
the judges of the various jurisdictions to for
mulate rules and then from the federal aspect 
to allow time to achieve a uniformity of the 
rules in all provinces. This might take a little 
time.

Senator Roebuck: Senator Grosart asked 
that we reduce the time and I stated in the

Senate that it was not too long and if people 
had waited 100 years for this bill...

The Chairman: Different people—not the 
same people.

Senator Roebuck: You are quite right, but I 
said that if we have waited 100 years we 
could wait a little longer and I had some very 
severe letters written by people who are 
impatiently awaiting the enactment of this 
bill.

The Chairman: Shall section 27 carry?

Hon. Senators: Carried.

The Chairman: We have stood subsection 
(e) of section 2 to hear the minister. Other
wise we have dealt with all the sections of 
the bill. Shall the committee stand adjourned 
until 9.30 tomorrow morning in the hope that 
the minister will be available?

Senator Roebuck: Is he likely to be 
available?

The Chairman: I don’t know, but we will 
certainly find out.

The committee adjourned.

Ottawa. Thursday. February 1, 1968.

The Standing Committee on Banking and 
Commerce, to which was referred Bill C-187, 
respecting Divorce, met this day at 9.30 a.m. 
to give further consideration to the bill.

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

The Chairman: I call the meeting to order. 
We have with us this morning the honourable 
Pierre Elliott Trudeau, Minister of Justice. 
We had adjourned further consideration of 
the particular item in the bill, section 2 (e) 
for his viewpoint in connection with the 
proposed amendments which would change 
the purport and substance of the definition of 
“court” as it stands in the bill at the present 
time.

I think, Mr. Minister, you are familiar with 
the proposed amendments. Senator Flynn 
raised a point, proposing an amendment 
which, subject to Senator Flynn’s correction, 
I will attempt to paraphrase. He suggested 
that this legislation should designate the 
province and confer the authority on the pro-
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vincial authority and the provincial authority 
would in turn designate the court. Is that a 
fair statement, Senator Flynn?

Senator Flynn: Or alternatively that the 
court should be designated by the Governor 
in Council on the recommendation of the 
Lieutenant-Governor in Council. And I make 
that suggestion in order to meet the objection 
raised by Mr. Maxwell. Although I am not 
convinced, I am prepared to go along with 
him in order to achieve the same purpose.

The Chairman: All right.

Senaior Leonard: Mr. Chairman, to make it 
clear, it was not the intention, I understand, 
that the Governor in Council would have to 
accept the designation.

Senaior Flynn: No.

The Chairman: But he may.

Senaior Leonard: Yes, he could accept the 
designation.

The Chairman: Then Senator Roebuck 
Proposed an amendment to add county 
courts—or district courts, if that were the 
title in the particular province—to the courts 
°n which jurisdiction was being conferred by 
this bill. That is the subject matter.

Senaior Roebuck: I pointed out the advan
tage "of having a local court from the point of 
view of accessibility. I also pointed out that 
the designation of the court is within the ju
risdiction of Parliament and not within the 
Jurisdiction of the provinces, and that we 
°ught to accept our responsibility and make 
the designation.

The motion that I made was to add “and 
county court" after the set of statements of 
superior or supreme court or whatever it is in 
2 (e). I also mentioned that my motion was as 
touch a statement of intention as any techni
cal change of the act, because there might be, 
and probably are, some sections in the course 
°f the act which will have to be amended, 
Probably slightly, accordingly.

But my thought was directed to the advan
tage to be had from the ready access of the 
county courts, or whatever they may be 
called—the junior local courts in the provin
ce-—acting concurrently with the supreme 
court in the report in the committee. That 
advantage was pointed out. It was also said 
that either of the parties might move the case 
toto the supreme court if he thought it was 
desirable to have a supreme court trial.
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The Honourable J. C. McRuer pointed out 
in his address to the committee that it would 
be desirable not to sidetrack the supreme 
court entirely, but, if anybody wanted a trial 
in the supreme court, he could move the case 
into the supreme court, although it was tried 
in the county court. And then after the deci
sion with regard to divorce had been made, 
there were other things that would be consid
ered such as maintenance, access, custody 
and so on, which are continuing things and 
which the local judge can handle much better 
than the itinerant judge. And further it was 
provided that even though the trial of the 
divorce itself was in the supreme court, 
subsequent questions relating to alimony and 
the rest of these ancillary matters should be 
open to be decided and dealt with by the 
local court.

The Chairman: The other point, and I think 
you have a record of it, Mr. Minister, was the 
point raised by Senator Macdonald on making 
use of the courts of divorce as they are set up 
in the Province of Nova Scotia. Would you 
care to address yourself to these matters?

The Honourable Pierre Elliott Trudeau, 
Minister of Justice and Attorney General of 
Canada: I shall, and I shall attempt to do it 
briefly. I understand that some of these points 
were dealt with yesterday by my deputy min
ister and I am sure he did it more ably than I 
could. I am tempted to say that there is a 
direct contradiction between at least two of 
these amendments. Senator Flynn’s suggestion 
is that in reality we should shift to the prov
inces the primary responsibility of designat
ing the courts. Senator Roebuck, on the other 
hand, says it is up to Parliament to act in 
accordance with its responsibility and desig
nate the courts. Therefore I would suggest 
that perhaps it might serve our purpose if we 
could send these gentlemen back to back and 
then whoever survives could have his amend
ment considered.

Senator Roebuck: I wouldn’t have a chance.

The Chairman: They say that Senator 
Roebuck is quite an infighter.

Hon. Mr. Trudeau: Must we then assume 
that they will both survive? Well, then, let us 
take Senator Roebuck’s point first. The spirit 
in which we approached this law was to seek 
as great a measure of uniformity on divorce 
practice across the country as possible. I felt 
we could best do this by restricting the juris
diction to the superior courts of the prov-
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inces, that is to say, to the trial division of 
whatever the superior court happens to be 
called in a particular province. If the juris
diction were to be in the county courts, we 
felt that there might be a greater danger of 
varying interpretations of the law, and we 
found this to be an important consideration 
especially since we were rewriting the sub
stantive law of divorce in a very radical way.

Amongst other things I was influenced by 
the Archbishop of Canterbury’s report on the 
problem of divorce. This is a report which 
was frequently evoked in the House of Com
mons and it was one on which the partisans 
of a breakdown leaned very heavily. The 
gravity of the problem of divorce was 
stressed in a paragraph which I should like to 
read to you from the bottom of page 77. This 
report was drawn up by a group appointed 
by the Archbishop of Canterbury in 1964 and 
is to be found in this little book entitled Put
ting Asunder—A Divorce Law for Contempo
rary Society:

We find ourselves in agreement, as did 
the Morton Commission and the Denning 
Committee, with the words of the Gorell 
Commission of 1912: ...the gravity of 
divorce and other matrimonial cases, 
affecting as they do the family life, the 
status of the parties, the interests of their 
children, and the interest of the State in 
the moral and social well-being of its citi
zens, makes it desirable to provide, if 
possible, that, even for the poorest per
sons, these cases should be determined by 
the superior courts of the country assist
ed by the attendance of the Bar, which 
we regard as of high importance in 
divorce and matrimonial cases, both in 
the interests of the parties and in the 
public interest.

These reasons apply very much to Canada. 
They apply perhaps even more when you 
consider the fact that we have a federal form 
of government here with different subject 
matters touching on life and the status of the 
parties, some being within the federal juris
diction and some being within provincial 
jurisdiction. Because of the danger of discrep
ancies in the interpretation of this federal 
statute, we felt it to be important to proceed 
in front of the high or superior courts of the 
provinces.

The main objection I found to that course 
was one of cost. At least that was the one 
raised most frequently in the House of Com

mons. But this objection, I think, can be met 
in theory. I don’t know what the cost will be. 
It is not true to say that automatically the 
costs in a supreme or superior court must be 
higher than those of the county courts. This 
would be a matter for the Rules of Practice to 
set out. I am very hopeful that there will be a 
real effort made to keep the costs lower. But 
when you are thinking of costs, there is an 
argument against the county court designa
tion, and it comes from the possibility, if we 
were to designate a county court, of the par
ties choosing a county court which would be 
far distant or even the most distant one from 
the residence of one of the parties. We could 
not possibly write domicile laws to apply 
within counties, at least not in any way that I 
can see. There might be a consequence of 
having one of the parties shopping around to 
find a convenient county court judge either 
because of his outlook on divorce or because 
of the cost involved.

I think, if Senator Roebuck’s suggestion 
was well understood by me, he would proba
bly meet this objection by saying that in such 
cases one of the parties could evoke the case 
into the Supreme Court, but if he envisages 
this procedure happening frequently, then I 
cannot quite see what advantage will be 
gained. We would be back to the superior 
courts. If the contrary were to happen with 
frequency and if the people of any given 
province found it more convenient and if the 
legislature in its wisdom found that the case 
law in the application of divorce statutes was 
fairly well set, it could at any time of course 
designate or ask us to designate the county 
court judges as local judges of the Supreme 
Court. It is not a question of our not being 
prepared to accept our responsibilities. We 
are prepared to take our responsibilities and 
to say that for matters of theory and matters 
of good law jurisdiction should be in the 
superior courts, and, if any local judge is 
designated, it will be more convenient for the 
parties perhaps if he is designated as a local 
judge of the Supreme or Superior Court. In 
other words we are not judging the level of 
judges. In theory we think all judges are able 
and competent. We are judging the level of 
the court, and I think that by proceeding in 
the way we do, we have shown that amount 
of firmness which indicates the gravity with 
which we want to deal with divorce matters, 
and we have permitted or we would permit 
such flexibility as is needed to permit differ
ent provinces to meet this problem in the way 
they best see fit.
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Now I think that another argument could 
be used. It is a bit abstract, but it could 
happen with some frequency, I think. If we 
were to give jurisdiction to county courts and 
the matter of the division of property arose, 
it would not be dealt with under divorce law 
but would be dealt with under the laws of the 
provinces concerning the division and parti
tion of property. If you take the example of 
the Partition Act of Ontario, it is indicated in 
the act itself that where property or proper
ties are not within one county, the judge will 
have to be a judge of the superior court of 
that province. And, therefore, if we had 
jurisdiction in the county courts, rather than 
simplifying the concurrent or subsequent 
actions, to which Senator Roebuck referred, 
we would be complicating them, because you 
could not take the partition action and 
divorce action in front of the same court. In 
that hypothesis, the parties would have to go 
before a county court for their divorce, and 
then the action for the partition of property 
between the parties being divorced would 
have to be taken in a superior court. That is 
another argument for attempting to have 
Province-wide courts dealing with the matter 
of divorce.

I think that would sum up most of my 
arguments, Mr. Chairman. I do not think they 
are .absolutely compelling. I confess that we 
only departed from the recommendations, in 
this respect, of the Roebuck committee with 
fear and trembling, as the Bible says, but we 
did so on the basis that, this being a revolu
tionary or almost revolutionary approach to 
divorce for Canada, we felt we perhaps 
should gain by being a little bit conservative 
to the interpretation of this revolutionary 
law. That is perhaps the kind of compromise 
we made in our own minds. We felt the law 
Would be not only better served, but probably 
better understood and better accepted, if we 
gave the subject matter to the supreme courts 
°f the provinces.

I should add also, just by way of reference, 
lhat at least one province and the territories 
do not have county courts and, therefore, this 
Problem does not arise for them. Also we 
have heard from other provinces that they 
really prefer our choice of superior courts 
rather than county courts.

For all these reasons, we made the choice 
We did. Once again, I do not pretend it is a 
choice which could not have been better, but 
d Was made as best we knew, and we feel we 
should stand with it.

Dealing with Senator Flynn’s objection, I 
understood from his interjection that the con
stitutional aspect has been disposed of; that 
you proposed to grant, for the sake of argu
ment, that there was no constitutional 
difficulty?

Senator Flynn: Well, the amendment I had 
moved was to define “court” as the one given 
jurisdiction by the law of a province. But Mr. 
Maxwell said that would be delegating power 
to the province, which is something which 
could not be done. With all due respect, I am 
prepared to go along with him. In suggesting 
that the court would be designated by a proc
lamation of the Governor in Council, on the 
recommendation of the Lieutenant Governor 
in Council, if I may put it in practical terms, 
for instance, Nova Scotia presently has a 
divorce court. If the Lieutenant Governor of 
Nova Scotia would recommend that this court 
be continued as the divorce court, then, if the 
Governor in Council is in agreement, he 
would issue a proclamation saying that, “The 
divorce court of Nova Scotia is the court for 
the purposes of this act in the Province of 
Nova Scotia.”

For instance, if in any other province the 
legislature would create a family court and 
the Lieutenant Governor in Council would 
recommend that such family court be the 
court of divorce for that province, if the Gov
ernor in Council were in agreement he would 
issue a proclamation saying, “This family 
court”—for instance, in Quebec or in British 
Columbia—“shall be the court for the pur
poses of this act.”

Hon. Mr. Trudeau: Well, if he is not in 
agreement, senator, there would be freedom 
for the Governor in Council not to do so?

Senator Flynn: Yes, it would be the Di
vorce Division of the Exchequer Court, then, 
which would have jurisdiction.

The Chairman: No, senator. I do not think 
you mean that, do you?

Senator Flynn: Yes.

Hon. Mr. Trudeau: You are thinking of 
Quebec in this case?

Senator Flynn: Of Quebec, of Nova Scotia 
and of other provinces. Let us say, for 
instance, “court,” as you have it on page 2 is 
interpreted this way. I would say:

“court” for any province means, ...
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(A) where no proclamation has been 
issued under subsection (1) of section 22, 
the Divorce Division of the Exchequer 
Court, or

(B) where a proclamation has been 
issued under subsection (1) of section 22, 
the court mentioned in such proclamation

Then, turning to section 22, we would 
delete from the text there any reference to 
the Province of Quebec or Newfoundland, 
and we would say:

The Governor in Council may, on the 
recommendation of the Lieutenant Gover
nor in Council of any province, issue a 
proclamation

“may”—he is not bound to
declaring the court so recommended by 
the Lieutenant Governor in Council to be 
the court for that province for the pur
poses of this act.

So, you would meet the varying circum
stances all across Canada.

And may I suggest—and I think the minis
ter will agree with me—that marriage and 
divorce have been classified as federal mat
ters for only one reason, because they wanted 
uniformity and to prevent a religious majori
ty from imposing its will in this respect. Oth
erwise it would fall properly in the field of 
property and civil rights; and we know that 
in all provinces, concerning divorce we have 
to apply the ancillary problems which are 
presently under provincial jurisdiction. So, it 
may be very well that in a province they 
would want a specialized court to deal not 
only with divorce but also with these related 
problems. That family court, well organized, 
would not be a lower court, but the equiva
lent of the superior court. I do not see why, 
in these circumstances, the Governor in 
Council would not agree that such court be 
the court of divorce for that province.

Hon. Mr. Trudeau: It seems to me that 
either the provinces would designate the 
superior, supreme, or equivalent court, and 
then there would be no disagreement, and no 
need to change our law, or they would choose 
some lower court, which might, under your 
hypothesis, be not only a county court but 
also a recorder’s court or a magistrate’s court, 
or anything else; and we would be disin
clined, for the reasons I indicated to Senator 
Roebuck, to agree. It seems to me that would 
create pretty difficult political situations.

Senator Flynn: You would have the Di
vorce Division of the Exchequer Court in a 
case like that.

Hon. Mr. Trudeau: Yes, but we would be in 
the position of asking them to make the 
choice and then, in our superior wisdom, 
deciding they had chosen badly because they 
had not chosen as we presumed they would. I 
think this would be not only a form of abdi
cation of our responsibility, but it might lead 
to very serious political difficulties in the area 
of federal-provincial relations.

Senator Flynn: With all due respect...

Hon. Mr. Trudeau: Let us take an example- 
A province designates the given level of 
court—let us say, a police court—which 
deals...

Senator Flynn: Well. . .

Hon. Mr. Trudeau: What example would 
would you give, senator?

Senator Flynn: I have mentioned, for 
instance, the divorce court of Nova Scotia, or 
a family court which has on its staff special
ists who are able to counsel the spouses in an 
endeavour to reconcile them, which is one of 
the objects of the act.

_Hon. Mr. Trudeau: Well, would these fami
ly courts be superior courts under the Consti
tution, or would they not be superior courts?

Senator Flynn: What test would you apply 
to determine what is a superior court?

Hon. Mr. Trudeau: The test that the Su
preme Court applies when it interprets the 
sections of the B.N.A. Act. It determines what 
is a superior court according to the terms of 
the B.N.A. Act.

Senator Flynn: But the B.N.A. Act, with all 
due respect, does not define what is a superi
or court.

Hon. Mr. Trudeau: No, but the Supreme 
Court has had to define what was to be held 
to be that, and I am assuming we would 
follow the same kind of test.

Senator Flynn: I do not see why a family 
court would be necessarily a low court. ^ 
could be a superior court.

Hon. Mr. Trudeau: If it is a superior court 
then there is no problem. It would fall under 
the terms of our act.
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Senator Flynn: I doubt it very much, 
because it has to be the court as it is now. If 
you create a new court then this act will not 
provide the machinery for the recognition of 
such a court.

The Chairman: No, but it might be done by 
amendment.

Senator Flynn: Yes, but I mean . . .

The Chairman: You have got to face that in 
all legislation.

Senator Flynn: Well, you do in many acts 
provide for regulations. In other words, as far 
as the jurisdiction of the court is concerned in 
this act my suggestion is that we deal with 
this problem by way of regulation, or procla
mation by the Governor in Council. That is 
my suggestion. It would be a much more ...

The Chairman: “Flexible”—is that the 
word you are looking for?

Senator Flynn: Yes. It would be much more 
flexible than it is at present.

The Chairman: You have not touched on 
the point that the so-called judges—and I 
mean that respectfully—in some of these pro
vincial courts have not been appointed by the 
federal authority.

Senator Flynn: That is the point. I thought 
that the minister would say that the court 
would be a court to which the judges are 
appointed by the federal Government, but he 
did not say that.

Hon. Mr. Trudeau: Well, that is the effect 
of the B.N.A. Act. The B.N.A. Act says that 
the federal Government can appoint superior 
court judges.

Senator Flynn: And county court judges as
well.

Hon. Mr. Trudeau: Yes, superior and coun
ty court judges, but this does not answer 
your question as to what is a superior court 
or a county court. I cannot answer that ques
tion by saying it is a court to which the 
federal Government has appointed judges, 
because that is begging the question. We have 
to fall back on something other than that, 
such as the level of the subject matter that 
the court deals with, and so on. This is the test 
that the Supreme Court uses, and this is the 
test that we used in drafting this bill. We 
considered that the level of the subject mat
ter was such that it had to go to a superior

court. If we accept the historical reasons 
which you gave, senator, and say that those 
reasons explain why this jurisdiction was 
given to Parliament, then I point out that if 
they are right they still stand. We would not 
want. . .

Senator Flynn: They still stand, I agree, 
but not as strongly as they stood 100 years 
ago, and for the obvious reason that Parlia
ment has always been reluctant to legislate in 
this matter, and now it is less reluctant 
because there is a general consensus across 
the country about these matters that did not 
exist even ten years ago.

Hon. Mr. Trudeau: We do not know that, 
do we? We do not have reason to believe— 
perhaps you do—that the Province of Quebec 
is contemplating the transference of this 
jurisdiction to the superior courts rather than 
leaving it with the Exchequer Court.

Senator Flynn: I did not say that because I 
do not know, but I do know that for a long 
time the creation of family courts to deal 
with these problems has been considered.

Hon. Mr. Trudeau: I can only say, with 
respect, that this is a theoretical proposi
tion—a hypothetical situation. I know the Bar 
of Quebec, and indeed, the Bars of other 
provinces have been campaigning for decades 
to have some kind of a family court set-up, 
but so far there has been more talk than 
action. It is a difficult thing to do. I do not 
mean that there has been—

The Chairman: Procrastination?

Hon. Mr. Trudeau: Thank you. I do not 
mean that there has been procrastination, but 
it is a very difficult problem to join all of 
these subject matters in the same court. But, 
if the province we are thinking of, senator—if 
Quebec were to do this, then I think they 
would be inclined to give this subject matter 
to a high court rather than a low court, 
because of the importance which the province 
attaches to family matters. If this were the 
case then, once again, there would be no 
conflict. The provincial Government and the 
federal Government would be agreed as to 
the level of jurisdiction at which this very 
important subject matter should be dealt.

Senator Flynn: May I suggest, for instance, 
that if the Legislature of Quebec were to cre
ate a family court as a superior court to 
which judges would be appointed by the fed
eral Government, then that would not allow a
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reference of these matters of divorce to such 
a court because that court would not be a 
superior court as is defined here.

Hon. Mr. Trudeau: I would be the trial 
—would it be the trial division of the Superi
or Court? I do not know. It certainly would 
not be an appellate division.

Senator Flynn: No, but it would not be a 
court as defined.

Hon. Mr. Trudeau: You are probably right, 
senator, we say “the superior court of the 
province”. The superior court of the province 
would be called, in your example, a family 
court, in the same way as it is called the Su
preme Court in some provinces, and the High 
Court in other provinces. But in my example, 
I was making it really a matter of subject- 
matter, and not a matter of designation.

Senator Flynn: If the court were called the 
Superior Court of Quebec, or if it were called 
the Superior Court (Family Division) of the 
province, I am not too sure that the act relat
ing to it would constitute it as a separate 
court if it could come under the description 
“the superior court of the province” here.

Hon. Mr. Trudeau: It would, senator, if in 
drafting their law—their administration of 
justice act—they spelled out “family matters” 
and said “family matters will be dealt with 
by the Superior court for such and such a 
purpose”. It depends upon their intent, of 
course. But, our law is a general one, and if a 
province did not want this family court to be 
presided over by judges of the superior 
court...

Senator Flynn: This is a theoretical ques
tion, as you mentioned, but let us come to an 
actual problem, namely, the problem in 
respect of Nova Scotia. If the Province of 
Nova Scotia suggests that its divorce court be 
continued as a court for the purposes of this 
act, then you say you have no objection to 
that?

Hon. Mr. Trudeau: I have objection to the 
use of the court, as it were, because the 
divorce court of Nova Scotia is composed half 
of county court judges and half of superior 
court judges. My understanding of the statis
tics leads me to believe that the half that is 
composed of country court judges deals with 
something like a third of the cases. Here, 
again, the spirit of the administration of jus
tice in Nova Scotia is statistically closer to 
our proposal than to the alternative of the

county court. That does not prove much, but 
it certainly indicates that the tendency in 
Nova Scotia is towards the superior court or 
supreme court level.

Senator Flynn: But have you any objection 
to the divorce court of Nova Scotia?

Hon. Mr. Trudeau: Well, in so far as it is 
composed in part of county court judges I 
feel that if they want these county court 
judges, or judges at the county court judge 
level, to continue sitting on divorce matters, 
then they can very well have the local judges 
or the county court judges designated as local 
judges of the supreme court.

Senator Flynn: What difference would it 
make in practice?

Hon. Mr. Trudeau: Well, the difference I 
was explaining earlier to Senator Roebuck, 
that we would prefer to have divorce matters 
settled by higher courts.

Senator Flynn: Not better settled.
Hon. Mr. Trudeau: Perhaps not better set

tled in the sense that I do not claim that a 
judge of a county court is not as able, honest 
and learned as a judge of the Supreme Court, 
but better settled in the sense that we would 
have a higher court dealing with that subject- 
matter. There is no reason to believe that any 
aspect of the law is better settled by one level 
of court than by another, but I suggest that 
from the beginning of time in organized soci
ety the administration of justice has been 
based on the Action that courts at one level 
deal with certain subject-matter and others 
with other subject-matter, and this is the 
Action we are continuing.

Senator Flynn: But we have changed the 
jurisdiction over the years.

Senator Macdonald: The court of divorce 
and matrimonial causes in Nova Scotia has 
been in existence since, I believe, 1841, and 
so far as I know it has given satisfaction over 
the years. Is your only objection to that court 
that this new arrangement would make the 
hearing of divorce cases uniform across 
Canada?

Hon. Mr. Trudeau: Yes, our main purpose 
is to seek uniformity of the divorce laws and 
consistency in their application, we feel that 
that can be obtained by having the law inter
preted at the Superior Court level. We could 
have decided once again not to exercise our
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jurisdiction over marriage and divorce or 
we could have left the pre-Confederation 
arrangement, but I revert to my earlier argu
ment that we decided to write a completely 
new law, one which brought in rather radical 
reforms. One of the reforms was to seek for 
uniformity and consistency. This is the way 
most of the laws of Canada have progressed. 
When Confederation began, the previous laws 
continued in application until Parliament 
over-rode them with laws which sought 
greater uniformity and greater consistency, 
and this is what we are doing here, with 
Perhaps 100 years delay.

Senator Macdonald: So the only difference 
will be that if they ask the county court 
judge to hear divorce cases he will be hearing 
the cases as a Supreme Court judge rather 
than as a judge of the court of divorce and 
matrimonial causes?

Hon. Mr. Trudeau: That is right. This 
happens in other provinces. It happens in 
British Columbia, where they had the test 
case of Attorney General of British Columbia 
v- Lloyd MacKenzie. The Supreme Court 
decided that the province could constitution
ally designate a county court judge as a local 
judge of the Supreme Court. When we write 
°ur letters patent, or when we designate such 
a judge, we designate him as a judge of, say, 
Vancouver County, and as a local judge of 
the Supreme Court of British Columbia. That 
is why I feel our arrangement is the most 
flexible. It chooses. We are affirming the level 
°f the court to which we want to see this 
subject-matter go. Yet the act permits prov
inces in certain cases, if they feel the burden 
will be better discharged, to reorganize their 
administration of justice in such a way that 
they may have county court judges. However, 
in that case, they will be acting as local 
judges of the Supreme Court. In any matter 
such as the partition of property example 
v'hich I gave earlier these county court 
judges would be acting as Supreme Court 
judges and therefore could meet the problem 
°f the partition of property as they would 
have this superior jurisdiction.

Senator Macdonald: Apparently that objec
tion has not arisen over the years.

Hon. Mr. Trudeau: It has not arisen?
Senator Macdonald: Over the years that the 

courts have been in operation. It is only in 
j-he last two years that county court judges 
have been judges of this court. It was in 1965

that the present administration appointed 
them. You are doing away with this court. I 
do not know if you appreciate our point of 
view, Mr. Minister, that we do not like to 
have the court done away with, for various 
reasons.

Hon. Mr. Trudeau: We are not really doing 
away with it, senator. We are asking the 
province to do as it did in 1965, namely to 
rearrange its administration of justice and 
change its name. We are not doing away with 
the court, senator, we are doing away with 
the name.

Senator Macdonald: We are splitting hairs 
again.

The Chairman: Some people cannot afford 
to do that!

Senator Fergusson: May I have some 
clarification about New Brunswick? We are in 
the same prosition, in that we have a pre- 
Confederation court called the court of 
divorce and matrimonial causes. A judge of 
the Supreme Court is assigned as a judge of 
that court. Does the new bill mean that we no 
longer have a court of divorce and 
matrimonial causes but merely have a divorce 
division of the Supreme Court?

Hon. Mr. Trudeau: Yes, for the purpose of 
divorce, that is the meaning.

Senator Fergusson: I just wanted to clarify 
the position.

Senator Roebuck: I should just like to ask 
some questions arising out of what the minis
ter said with regard to my suggestion. In the 
first instance he quoted from Putting Asun
der. I wonder if the minister has considered 
the difference between England and Canada. I 
believe the distance from John O’Groats to 
Land’s End is about 1,000 miles of highly 
populated country. The distance from one end 
of Canada to the other is some thousands of 
miles. The distance between county towns 
and the capital of a province here in Canada 
is sometimes- very many miles, as for instance 
from Toronto to the head of the lakes. Does 
that not make a difference when considering 
whether county courts located in the various 
provinces are not more necessary in Canada 
than in England?

Hon. Mr. Trudeau: It does make a differ
ence, senator, but that is why we have a 
federal form of government in Canada. I sug
gest that at least one province, and perhaps 
more, is smaller than England and the judges



224 Standing Committee

of the Supreme Court of the small provinces 
are in the same position as, or in a better 
position than, judges in the United Kingdom 
to deal with such matters.

Senator Roebuck: Most provinces are great
er. I was wondering about taking cases from 
one county to another. That is now taken care 
of thoroughly in the rules of the Canadian 
courts. Their jurisdiction is confined usually 
to the county, with some exceptions. In the 
main the jurisdiction of the county court is 
confined to the county in which the judge of 
that particular county court is located. Why 
would that not apply to divorce as well as 
anything else?

The Chairman: That is not so in Ontario 
strictly speaking, because judges can be, and 
are, brought from outlying county courts into 
Toronto, for example, to take care of the case 
load there.

Senator Roebuck: I said with certain excep
tions. It is not a question of the judge. It is 
rather a question of the litigant; the litigant 
brings the case in the comity court of the 
area in which he is resident.

Hon. Mr. Trudeau: It is certain that in a 
case like that you could not use the present 
rules of court or we would have to rewrite 
our law of many years. Our test now is resi
dence in the province. It is not residence in a 
county; and it is domicile in Canada.

Senator Roebuck: That gives him access to 
the courts generally but if he chooses the 
county court would he not have to choose a 
court in the district or county in which he is 
located, just the same as he has to do now in 
any case that he brings in the county? He 
cannot go shopping around.

Hon. Mr. Trudeau: He would do that if the 
law were rewritten to say he has to go to the 
county court where he is residing.

Senator Roebuck: There would be no 
difficulty in doing that.

Hon. Mr. Trudeau: Except that that would 
create a different difficulty. What happens if 
both parties are in the same province but 
they reside in different counties?

Senator Roebuck: That is taken care of now 
under rules.

Hon. Mr. Trudeau: It is not in the Divorce 
Act. The Divorce Act does not take care of it.

Senator Roebuck: Not in the Divorce Act, 
no: it is in the rules of court. Those condi

tions are taken care of. Well, passing that, the 
Minister spoke about the partition of proper
ty. Yesterday I moved an amendment in 
regard to matrimonial property which is real
ly what the Minister was referring to. I 
should point out that my motion was nega
tived; so the question of property division 
does not come in at the present moment.

Hon. Mr. Trudeau: It does not come into 
the Divorce Act, senator, but it still would 
have to be settled within the province, and it 
will have to be settled by some court. My 
argument is that, if we settle for the county 
court for divorce, we could find ourselves in 
a situation where one would have to go to a 
higher court for the division of property. This 
would be working contrary to the interests of 
the parties. Rather than simplifying the law 
we would force them to go to a different 
court to settle a matter which is intimately 
tied in with the divorce matter.

Senator Roebuck: That is not in force at 
the present moment because the divorce act 
that we are proposing to pass does not pro
vide for the division of matrimonial property.

Hon. Mr. Trudeau: Quite right, but that 
does not end the matter. The property still 
has to be divided.

Senator Roebuck: Yes, and the party must 
go to the court in the ordinary way, like a 
new action. My thought was to obviate the 
necessity for a second action, by giving the 
judge who tried the divorce cause the power 
to settle this question of the division of 
property at the same time.

Hon. Mr. Trudeau: We would have done so, 
senator, if we had thought we would find that 
this is constitutional, but our judgment is that 
we could not do that and remain intra vires 
of the powers of Parliament.

Senator Roebuck: In other words, it was 
not done—much to my disappointment.

The Chairman: Senator, I suggested a11 
alternative, you will recall, yesterday—that is, 
at the same time the divorce proceeding ^ 
started in Ontario, under the provisions of 
the bill that we are considering, an action 
could be started by the parties in the Su
preme Court of Canada. They could both be 
carried along—you agreed with me on this-- 
and when it came to trial of the divorce, the 
trials could proceed together, by order of the 
judge, so you would get a quick disposal o 
the situation.
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Senator Fergusson: After the divorce, dur
ing the time between the divorce and the 
settlement of the different courts, the person 
who had authority over the property may get 
rid of it, just as people did in bankruptcy 
cases, for which we now have legislation 
which we hope will control this sort of thing.

The Chairman: The right of the wife, for 
instance, to claim a share in the family 
property exists quite independent of any 
divorce action which might or might not be 
taken at any time.

Senator Fergusson: In the family property?

The Chairman: Yes.

Hon. Mr. Trudeau: If it is being dissipated.

Senator Roebuck: I have one more state
ment and I am through. As far as Senator 
Flynn is concerned, we do not want to have 
two solicitors dealing with things that would 
call for but one. I would agree, for the 
province.

In a province which had by its legislation 
expressed its approval of a certain court 
within that province, I am quite sure that the 
dominion authorities, not necessarily, but 
very probably would act accordingly. So the 
practical solution is not out of the question 
right now. The theoretical one of putting it in 
a bill is of course fraught with great difficul
ty. Practically, if the Province of Nova Scotia 
Would inform the Dominion Government and 
the appropriate authority, and preferably by 
the legislature itself, I am sure their 
representations would be given every possible 
consideration. We are not very far apart.

The Chairman: If there are no other ques
tions to the Minister, may I say he has to go 
to another appointment.

Senator Flynn: I have two short questions. 
* would ask the Minister if he is satisfied that 
the appeals, for the regular appeal court of 
the province and also the appeal which is 
given to the Supreme Court on the question 
°f law, would suffice to achieve the uniformi
ty, despite the different courts that we may 
have in the province, especially taking into 
consideration that the present Superior 
Courts in the province have not all the same 
jurisdiction.

Hon. Mr. Trudeau: It would, I suppose, if 
you want to increase the number of appeals 
and if you want to increase the cost.

Senator Flynn: No, I spoke of uniformity of 
interpretation of the law, because of the 
appeal that is provided in this bill. The court 
of appeal and the Supreme Court would tend 
to give the uniform interpretation of this act 
despite the jurisdiction given to the first 
court.

Hon. Mr. Trudeau: That is right. If you are 
asking whether after a period of interpreta
tions and costs and delays, there would be 
uniform application of law—I would agree 
with you.

Senator Flynn: We have to go through that 
anyway.

Hon. Mr. Trudeau: The answer I would 
give is that, if this happens, we would proba
bly as a government—assuming we are still 
there—cease to argue that this must be a 
Supreme Court matter. Perhaps at such time, 
when such a uniform interpretation has 
occurred, it would be appropriate then to 
turn to the county courts or the family courts 
if set up.

Senator Flynn: I do not see any necessity 
for that.

The Chairman: It is a judgment decision at 
this time.

Senator Fergusson: I am sure the Minister 
has had at least some of the argument that I 
made in the Senate about clause 4(l)(e)(ii), 
especially stressing that it really is very 
unfair to a spouse, who has committed no 
offence at all, to be divorced. I think that the 
legislation as it now stands is not fair to such 
a spouse. We take away a lot of things that 
were accumulated and were part of the things 
she could depend on such as, for instance, the 
money she has helped to pay into the insur
ance on her husband, or for his pension. This 
is absolutely wiped out, and also any rights 
she has under the Dower Act.

I agree with Senator Roebuck that the 
order should be made at the time the divorce 
decree is granted. I understand that the Gov
ernment and the department are not willing 
to accept this, but I would like to point out 
that more consideration is given in some 
other countries to such a spouse.

In Australia and New Zealand such an 
order is made at the time of a decree.

I would like to ask that this be reviewed 
again. I realize that the deputy minister says 
that there is no reason to consider it but I am 
sure there are many people who feel it is 
very unfair.
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While I am speaking, may I say I am very 
pleased with this bill and delighted that we 
are bringing it in. I do not want it to be 
inferred that I am not agreeing with it, it is 
merely that I would like to see the best kind 
of bill we possibly could have. To me this is 
one area in which not sufficient consideration 
has been given by the department.

Senator Roebuck: Now, if the minister is 
leaving, perhaps at this point I might express 
the views of every one of us here by saying 
we are very grateful to him for coming. Please 
do not think that because we have struggled 
rather earnestly and vigourously on details 
that it means very much with regard to our 
opinion of the bill as a whole. I have stated 
on many occasions that I think this is a good 
bill and highly in the public interest, and I 
compliment the department on its work in 
drawing the bill. I have not agreed entirely 
with the officials here on details that are per
haps not very important in view of the bill 
itself and the great reform that is being 
made, but I hope to have the honour of mov
ing third reading of this bill as we will report 
it in due season in the Senate. I am very 
happy with this bill notwithstanding our 
arguments over small details.

Hon. Mr. Trudeau: Mr. Chairman, I should 
like to thank Senator Roebuck. I am particu
larly grateful that he mentioned the officers 
of my department, because they have done a 
great deal of work on this bill and I feel that 
they should be publicly thanked. It is in 
order, too, to thank the senators, as I have 
already done in the House of Commons, and 
the Senate for the ground work that they 
have done over the years in the matter of 
divorce, by the changes in recent years and 
especially in preparing public opinion for 
acceptance of the new law contained in this 
bill.

It is quite obvious that the Government 
could not have proceeded with this bill and 
that it would not have carried the sentiment 
of Parliament and of the people if you, sena
tor, and your colleagues, had not done such 
masterful work. So I am more thankful to 
you than you are to me.

Senator Roebuck: We are all happy.
The Chairman: I think we are through with 

our questioning, Mr. Minister. Thank you 
very much.

Hon. Mr. Trudeau: Thank you, Mr. Chair
man. I have to get back to the Cabinet.

The Chairman: Now, senators, we have 
stood for consideration section 2(e) in order to 
give the minister the opportunity to be here. 
We have now heard him. We now have two 
amendments proposed. First is Senator Roe
buck’s amendment concerning the addition 
of county courts and district courts to each 
enumeration of a province, other than the 
province of Quebec, I would take it, where 
there is no such court. Are you ready for the 
question?

Senator Roebuck: Before doing that, may I 
say that there is not only my resolution but 
that there has also been a good deal of discus
sion and suggestions by others. I would like 
to know if Mr. Maxwell has any comment to 
make before we vote on it.

The Chairman: You mean any additional 
comment.

Senator Roebuck: All right, additional com
ment. He had overnight to think about this 
and perhaps he has something to say.

Mr. Maxwell: I feel, Senator Roebuck, that 
the Minister of Justice has pretty well cov
ered the ground in so far as the question of 
county court jurisdiction is concerned at this 
time. I do not think I could add much to what 
he has said. If there is any point that seems 
unclear, I would be glad to comment on that.

Senator Roebuck: What about the designa
tion of the Supreme Court of Ontario? Why 
not use the proper designation?

The Chairman: That is another question. I 
am going to come to that afterwards.

Senator Roebuck: I see. Very well.
The Chairman: That is not in your amend

ment, and I have certain ideas I would like to 
say on that. My own view is that, if some
body or something has a name officially, that 
is the name we should use.

Senator Roebuck: Why of course we should.

The Chairman: However, we will come to 
that in a moment. What we are dealing with 
now is the suggested amendment to add coun
ty court and district court to the various 
enumerated provinces.

Senator Aseltine: I do not think we should 
stress the point, Mr. Chairman. I did so in my 
speech on second reading, but in view of the 
statement made by the minister, I am not 
prepared to press that point.
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The Chairman: But I have Senator Roe
buck’s amendment. Unless he withdraws it, I 
must put it to a vote, and I understand he 
wishes it to go to a vote. Is that right, 
Senator?

Senator Roebuck: I do not think there is 
any necessity of voting it down. You voted 
down all the rest of my amendments.

The Chairman: Are you withdrawing it, 
then?

Senator Roebuck: Yes, I withdraw it.

The Chairman: Senator Flynn?

Senator Flynn: I insist on mine, especially 
since I have had the support of Senator Roe
buck. He has said that the federal Govern
ment would certainly not object to recogniz
ing that a court be properly equipped as 
suggested by a province. Therefore I think this 
bill should have the machinery right in it to 
accept such a wise recommendation coming 
from a provincial government.

In view of the observations made by Mr. 
Maxwell yesterday, I will not move the exact 
amendment that I had suggested, but I will 
move an amendment as follows:

Strike subparagraph (e) of clause 2 and 
substitute therefor the following:

. (e) “court” means
(i) for any province

(a) where no proclamation has been is
sued under subsection (1) of sec
tion 22 the Divorce Division of the 
Exchequer Court, or

(b) where a proclamation has been issued 
under subsection (1) of section 22, the 
court mentioned in said proclamation.

(ii) for the Yukon Territory or North
west Territories, the territorial court 
thereof.

I must add that I will have to move a 
consequential amendment to section 22, if this 
amendment passes.

The Chairman: We realize that if the 
amendment is passed we will have to do so. 
Now we have had a lot of discussion. Are you 
ready for the question on Senator Flynn’s 
amendment? Those in favour of the amend
ment please indicate. Those contrary, if any? 
The amendment is lost.

Section 2(e) of the bill which was stood 
Yesterday then carries.

Senator Macdonald: On division.

Senator Roebuck: And subject to the name 
of the court.

The Chairman: Yes, before we carry the 
section as such, there is still the question of 
the name of the court. Inherently, I have the 
view that, if something or some person has an 
official name, that is the name that should be 
used for the designation. Therefore, so far as 
Ontario is concerned, the designation to 
which Senator Roebuck referred yesterday, 
which is the statutory designation of the Su
preme Court of Ontario, is the one that 
should be used.

Senator Roebuck: The High Court of 
Justice.

The Chairman: And the High Court of Jus
tice. Then as to the other provinces, Mr. Max
well, is your description an accurate descrip
tion of the proper statutory title?

Mr. Maxwell: No, it is not. Perhaps I can 
make just a little dissertation on this point.

The Chairman: Yes, will you?

Mr. Maxwell: In my opinion the proposed 
amendment does not produce any different 
legal result, but simply means that the bill 
would be lengthened and we would have to 
deal with each province separately in desig
nating the court. By way of example, in deal
ing with the Province of New Brunswick, we 
would have to specify the Queen’s Bench 
Division of the Supreme Court of New Brun
swick. In the case of Nova Scotia we would 
have to specify the Trial Division of the Su
preme Court of Nova Scotia. The situation 
would be similar in the case of Alberta.

Now there is, in my submission, no possible 
ambiguity in the provision as it is now writ
ten and, in the case of the Province of On
tario, it is my considered opinion that there 
could be no doubt that it describes generally 
the High Court of Justice for the Province of 
Ontario.

Senator Roebuck: But not specifically.

Mr. Maxwell: But not specifically. Now I 
think perhaps I mentioned yesterday that it 
is not always the most desirable thing in the 
world—and I know Senator Hayden has 
expressed a different view—to use a particu
lar name, because that name may be changed 
tomorrow by provincial legislation.

Senator Roebuck: This has stood for 75 
years in Ontario.
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Senator Fergusson: It is over 100 years in 
New Brunswick.

Mr. Maxwell: There have been changes 
recently in Nova Scotia. In one particular 
instance I could mention, a period of some 
five years elapsed before we realized that the 
name of the court in Prince Edward Island 
had been changed. This bill properly 
describes the court now but there are a num
ber of federal statutes which I regret to say 
do not properly identify the Supreme Court 
of Prince Edward Island. This can happen.

The Chairman: Well, we now have Senator 
Roebuck’s proposed amendment which deals 
with giving the statutory designation of the 
Supreme Court in Ontario which happens to 
be the High Court of Justice in Ontario. I 
take it the proposed amendment is broad 
enough to require the statutory designation of 
the names of the courts in provinces that 
appear in Roman numeral I in section 2 (e), is 
that correct?

Senator Roebuck: Yes.

The Chairman: It is an amendment which 
we could discuss for a very long time, but I 
think we are now ready for action. Would 
those in favour of the amendment please sig
nify in the usual way by raising their hands? 
Those contrary, if any? The amendment is 
lost ten to four.

Senator Roebuck: I can see there is not 
much use in coming to this committee with 
amendments.

Senator Everett: May I ask Mr. Maxwell 
what opposition he would have to the desig
nation of the court being entirely in the 
hands of the Governor in Council without 
reference to any province?

Mr. Maxwell: Perhaps I should say this: 
There would be no constitutional or legal 
objection to this, but I would be inclined to 
think that it might very well be the view of 
the public generally that Parliament, and by 
that I mean the institution of Parliament, 
should assume responsibility so long as the 
Constitution charges it with the responsibility 
of making this kind of a decision. In short, it

is not the kind of matter, and I am not, 
perhaps, expressing my personal view here, 
but it is not the kind of matter that should be 
turned over to executive action. I think this 
could be the result of Senator Flynn’s propos
al. I think it would mean turning over the 
power to designate the ultimate tribunal 
which, in my view, is a matter of ultimate 
political decision and lies with Parliament.

Senator Aseltine: Has the department con
sidered that for a few years at least the num
ber of divorce cases will be greatly increased 
or at least will be increased to some consider
able extent? If we pass this bill as it now 
stands will not that mean that many more 
superior court judges will have to be appoint
ed in order to carry out the work?

Senator Macdonald: Not necessarily. They 
can make county court judges local judges of 
the superior court if necessary.

Mr. Maxwell: This may very well happen 
in some jurisdictions. It is a little hard to say 
what the future will hold here. I think we 
will just have to wait and see what happens. 
I think there may well be some additions ulti
mately but I do not think the general feeling 
is that there is going to be a radical increase, 
in the number of divorces. There may be an 
increase but, if that should be the case, I 
think it will be a gradual increase. We must 
keep in mind that judicial business generally 
is increasing in this country and I am sure 
there will be increases in the divorce jurisdic
tion as well.

The Chairman: Shall the preamble carry?

Hon. Senators: Carried.

The Chairman: Shall the title carry?

Hon. Senators: Carried.

The Chairman: Shall I report the bill as 
amended?

Hon. Senators: Agreed.

At 10.50 a.m. the committee concluded its 
consideration of the bill and proceeded to the 
next order of business.
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Resolved in the affirmative.”

John F. MacNeill, 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Thursday, February 1st, 1968.

(27)

Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 10.55 a.m.

Present: The Honourable Senators Hayden (Chairman), Aseltine, Beau- 
bien (Provencher), Benidickson, Burchill, Connolly (Ottawa West), Cook, 
Everett, Fergusson, Flynn, Gershaw, Haig, Irvine, Lang, Leonard, Macdonald, 
MacKenzie, McDonald, Roebuck, Smith (Queens-Shelburne), Thorvaldson and 
Willis. (22)

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

Clerk of the Committees.

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

Bill S-32, “An Act to amend the Territorial Lands Act, the Land Titles 
Act and the Public Lands Grants Act”, was considered.

WITNESS:
Department of Indian Affairs and Northern Development:

Digby Hunt, Director, Resources and Development.

On motion of the Honourable Senator McDonald it was Resolved to report 
the said Bill without amendment.

At 11.20 a.m. the Committee adjourned to the call of the Chairman. 

ATTEST:
Frank A. Jackson,

Clerk of the Committee.

24—5



REPORT OF THE COMMITTEE

Thursday, February 1st, 1968.

The Standing Committee on Banking and Commerce to which was re
ferred the Bill S-32, intituled: “An Act to amend the Territorial Lands Act, 
the Land Titles Act and the Public Lands Grants Act”, has in obedience to 
the order of reference of January 30th, 1968, examined the said Bill and now 
reports the same without amendment.

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

All which is respectfully submitted.
Salter A. Hayden, 

Chairman.
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THE SENATE

STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Thursday, February 1, 1968.

The Standing Committee on Banking and 
Commerce, to which was referred Bill S-32, 
to amend the Territorial Lands Act, the Land 
Titles Act and the Public Lands Grants Act, 
met this day at 10.55 a.m. to give consideration 
to the bill.

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

The committee agreed that a verbatim 
report be made of the committee’s pro
ceedings on the bill.

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

The Chairman: We have with us this 
morning Mr. Digby Hunt, Director of Re
sources and Development, Department of 
Indian Affairs and Northern Development. 
Mr. Hunt, would you care to give—I was 
going to say a succinct explanation of this 
bill because I don’t think it is a contentious 
bill.

Mr. Digby Hunt, Director of Resources and 
Development, Department of Indian Affairs 
and Northern Development: Mr. Chairman 
and senators, the purpose of this bill is to 
simplify the procedures whereby the federal 
lands in the Yukon and Northwest Territories 
niay be disposed of to the public for purchase 
Ipr their various purposes. At the present 
time the procedure for doing this is rather 
lengthy. On application for purchase of land 
in either of the territories, once the purchase 
has been completed the procedure has to 
follow the issue of Letters Patent under the 
Great Seal of Canada. This procedure has 
been in force for many years. Unfortunately 
it is rather a lengthy one. It takes, with the 
best will in the world, approximately six 
to eight weeks to complete. I could provide

you with all the steps involved if you wanted 
to hear them. However, it has to go through 
approximately four different departments, 
and the signatures of several senior officials 
in each department have to be obtained. This 
has led to considerable inconvenience to the 
public in both territories. It is particularly 
difficult because usually the main purpose 
of acquiring land, of course, is to put some 
improvement on it and the construction 
season in both territories is much shorter 
than it is south of the 60th parallel.

The Chairman: It may also be needed for 
mining purposes.

Mr. Hunt: Yes.

The Chairman: And any undue delay in 
getting title might interfere with financing 
arrangements.

Senator Aseltine: Is this the only way of 
doing it?

Mr. Hunt: Well, it is a new approach.

Senator Aseltine: Is there not another way 
under the Land Titles Act? Is it proposed to 
transfer the natural resources to the terri
tories in any way?

Mr. Hunt: The proposed amendments here 
would in no way affect the present status 
with respect to ownership and control of the 
resources of the territories. This is simply a 
change in the method of disposing of surface 
land.

The Chairman: Is it not in fact an alterna
tive procedure to the issue of letters patent? 
The ordinary way, as we know, is to get 
Letters Patent from the Crown, and the 
particular person involved would take his 
title in that fashion in the first instance. 
This is proposing a shorter method—in other 
words, doing short-division instead of long- 
division—and they will use a procedure called 
the notification?
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Mr. Hunt: Yes.
Senator Aselline: And get the same result?
Mr. Hunt: Yes. The notification instead of 

the Letters Patent would be...
Senator Aseltine: Is there enough of a 

check to prevent any skullduggery?
The Chairman: I think that is the real 

question. Do I end up, on the procedure by 
notification, with a clear title from the 
Crown?

Mr. Hunt: Yes, sir. The Torrens system is 
in effect in both territories, and the notifica
tion is sent by the minister or commissioner, 
whichever the case may be, direct to the 
Registrar of Land Titles, who has to satisfy 
himself that there is a proper description of 
the land and that the notification is in order. 
Then he will, of course, issue a duplicate 
certificate of title, and it is hoped the proce
dure—which now takes, say, two months plus 
the normal negotiation for sale—will take 
seven to ten days plus the normal negotia
tion for sale period.

Senator Burchill: Who has the authority to 
sell the land?

Mr. Hunt: All lands in the Yukon and 
Northwest Territories which have not been 
alienated from the Crown remain the property 
of the Crown in right of Canada, and this 
is administered by the Minister of Indian 
Affairs and Northern Development. He has 
the authority to sell the lands. At the same 
time, the administration has transferred not 
the ownership but the control and administra
tion of certain Crown lands within communi
ties and within municipalities to the com
missioner of each territory; and it is proposed 
that the commissioner also be authorized to 
issue a notification for those lands within the 
communities that are under his administrative 
control, but, of course, the administration and 
control is not transferred to either one of the 
commissioners. It is only done, on the recom
mendation of the Minister of Indian Affairs 
and Northern Development, by the Governor 
in Council.

Senator Burchill: But the commissioner has 
authority to arrange the details, negotiations, 
and all that?

Mr. Hunt: Once the land has been trans
ferred to him within communities, he has

the full authority to arrange the price, and 
it is intended so that he may deal on the 
spot with the people.

Senator Everett: All the land is appropriated 
to him now, those lands in developed com
munities?

Mr. Hunt: Yes. I will qualify it by saying 
that in the Yukon territory nearly all the 
land within communities and municipalities 
has been passed over to the control and ad
ministration of the commissioner; and it is 
fully intended that any land which yet re
mains under the control of the commissioner 
shall be conveyed to the commissioner.

In the Northwest Territories the territorial 
government is just being organized, but over 
the next few months the same situation will 
be brought about, whereby the Commissioner 
of the Northwest Territories will have full 
administration and control of lands within 
communities.

Senator Everett: Is it not a fact that he can 
grant lands without reference to the minister?

Mr. Hunt: Yes, he will be able to.
Senator Everett: If this bill passes?
Mr. Hunt: Yes.
Senator Everett: Without any reference to 

the minister at all?
Mr. Hunt: Yes.
Senator Everett: Really, it has two-fold 

purpose. It simplifies the system; but it also 
transfers the authorty to grant, palpably any
way, lands, to the commissioner from the 
minister. So the minister is losing control, in 
effect?

Mr. Hunt: Only lands that the minister 
recommends to be transferred to the com
missioner.

Senator Everett: But it is the policy of the 
department to transfer the lands to the com
missioner?

Mr. Hunt: Yes.
Senator Everett: That is why I say “pal

pably.”
The Chairman: But once lands are trans

ferred from the minister to the commissioner,
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the commissioner deals with them afterwards. 
Therefore, to the extent that the commis
sioner has title to the lands now, he deals 
with them.

Mr. Hunt: Yes. Even today some of the 
lands have been transferred to the control 
and administration of the commissioner; but, 
technically, when he wants to sell a parcel 
he has to come back to the minister and say, 
“I have made this arrangement. Will you 
obtain an Order in Council authorizing it?”

The Chairman: Under this act the minister, 
in effect, would lose that control to the com
missioner?

Mr. Hunt: Yes, he would transfer it to the 
commissioner.

The Chairman: Are there any other ques
tions? Shall I report the bill without amend
ment?

Hon. Senators: Agreed.
The committee adjourned.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Monday, 
February 19th, 1968:

“Pursuant to the Order of the Day, the Honourable Senator Langlois 
moved, seconded by the Honourable Senator Cameron, that the Bill 
C-192, intituled: “An Act to amend the Excise Act”, be read the second 
time.

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

The Bill was then read the second time.
The Honourable Senator Langlois moved, seconded by the Honour

able Senator Cameron, that the Bill be referred to the Standing Com
mittee on Banking and Commerce.

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

ROBERT FORTIER, 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Thursday, February 22nd, 1968.

(28)

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

Present: The Honourable Senators Hayden (Chairman), Aird, Benidickson, 
Burchill, Carter, Connolly (Ottawa West), Cook, Croll, Everett, Fergusson, 
Gélinas, Inman, Lang, MacKenzie, McDonald, Rattenbury and Smith (Queens- 
Shelbume )—(17).

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

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

Bill C-192, “An Act to amend the Excise Act”, was considered, clause by 
clause.

WITNESSES:
Department of Finance:

F. R. Irwin, Director, Tax Policy Division.
Department of National Revenue:

E. N. Smith, Director, Excise Duty.

On motion of the Honourable Senator Croll it was Resolved to report the 
said Bill without amendment.

At 9.55 a.m. the Committee adjourned to the call of the Chairman.

ATTEST:
Frank A. Jackson,

Clerk of the Committee.
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REPORT OF THE COMMITTEE

Thursday, February 22nd, 1968.
The Standing Committee on Banking and Commerce to which was referred 

the Bill C-192, intituled: “An Act to amend the Excise Act”, has in obedience 
to the order of reference of February 19th, 1968, examined the said Bill and 
now reports the same without amendment.

All which is respectfully submitted.
SALTER A. HAYDEN, 

Chairman.
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THE SENATE

STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Thursday, February 22, 1968.

The Standing Committee on Banking and 
Commerce, to which was referred Bill C-192, 
to amend the Excise Act, met this day at 9.30 
a.m. to give consideration to the bill.

Senator Salter A. Hayden in the Chair.

The Chairman: Honourable senators, can 
we have the usual motion to print the pro
ceedings?

The committee agreed that a verbatim 
report be made of the committee’s pro
ceedings on the bill.

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

The Chairman: We have before us Bill 
C-192. Our witnesses are Mr. F. R. Irwin, 
Director of the Tax Policy Division, Depart
ment of Finance, and Mr. E. N. Smith, Di
rector of the Excise Duty Branch, Depart
ment of National Revenue.

Mr. Irwin, are you going to take the lead 
in this?

Mr. F. R. Irwin, Director, Tax Policy Divi
sion, Department of Finance: Mr. Chairman, 
We are here to provide what help we can by 
Way of information and to answer any ques
tions.

The Chairman: Since the only principle, 
if any, running through the bill is raising 
taxes a bit, what I was going to suggest was 
that we should deal with each section as we 
So along, which would be the most expedi
tious way of dealing with the matter. Is that 
agreed?

Hon. Senators: Agreed.

The Chairman: Would you deal with sec
tion 1, Mr. Irwin?

Mr. Irwin: This proposed amendment, as 
was explained in the debate in the Senate, 
is intended to move an allowance on account 
of wastage from its present place in the law 
to a new location. It does not change the 
amount of the allowance. However, there is 
a purpose in making the change, which is to 
prevent this wastage allowance applying to 
imported beer.

The wastage allowance is made necessary 
because the amount of duty on beer is meas
ured during the brewing process, while the 
beer is in the fermenting vat, and there will 
be some loss in volume from that point until 
it is put in kegs or bottles. This wastage al
lowance has been in the law for quite a num
ber of years.

This amendment will move the allowance 
from the schedule to a part of the act 
The allowance has not been available to 
imported beer in the past. There is, of course, 
no need for wastage allowance for imported 
beer, which usually comes ito the country in 
bottles, or kegs. It is beyond the stage where 
wastage occurs. Because of a proposed 
change in the tariff, which if it becomes law 
will provide that the corresponding levy in 
the tariff will apply to whatever is provided 
in the Excise Act, it would have followed that 
the wastage allowance would in future be 
available to imported beer. It is therefore 
proposed that it be moved from the schedule 
where the rates are set forth to the body of 
the act. As a result the wastage allowance 
will apply only to beer manufactured in 
Canada.

The Chairman: Shall section 1 carry?

Hon. Senators: Agreed.

The Chairman: Section 2 deals with an in
crease in the tax on spirits.

Mr. Irwin: This adds $1.25 per gallon to 
the excise duty on spirits.
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Senator Rattenbury: How does that com- Senator Benidickson: In the United States 
pare with the excise duty on, say, whisky? they have no restriction?

Mr. Irwin: “Spirits” is the word used in 
the act to cover whisky, rum, gin, all manner 
of distilled liquors except brandy.

Senator Rattenbury: Is beer on the same 
basis, that is the proof gallon?

Mr. Irwin: No, sir, beer is taxed on a 
volume basis, so much per gallon. Spirits— 
whisky, gin, vodka, and so on—are taxed on 
a proof gallon.

Senator Rattenbury: There is no relation 
between the tax on beer and the tax on a 
proof gallon of spirits?

Mr. Irwin: There is no relation, no sir.

Senator Smith (Queens-Shelburne): I
wonder if Mr. Irwin could help me under
stand this better. In terms of bottles of im
ported whisky, what does this mean by way 
of increased taxation?

Mr. Irwin: First, perhaps I should have 
explained that the excise duties apply only 
to products manufactured in Canada and that 
there is a corresponding levy under the tariff 
to apply to imports. Another resolution, and 
eventually another bill, would impose an 
additional $1.25 under the tariff on imported 
spirits. This will only be done for a short 
time, because this other change that I have 
mentioned will eventually, we hope, make 
this automatic, if you will—so the tariff will 
automatically pick up any increase that is 
enacted in the Excise Act. However, this is 
by the way. The increase is $1.25 a gallon. 
This amounts to about 151 cents per 25-ounce 
bottle of 70 per cent proof whisky, rum or 
gin.

Senator Benidickson: You say “70 per cent 
proof”. Have we still got the World War II 
law in force as the maximum of proof at 
manufacture?

Mr. Irwin: This is not a federal regulation, 
sir. I believe it may be regulated by the 
provinces. Perhaps Mr. Smith could deal 
with it.

Mr. E. N. Smith, Director, Excise Duty, 
Department of National Revenue: No, sir. 
The federal restriction went out with the 
War Measures Act; but the provinces have 
felt it desirable to maintain 30 underproof 
or 70 per cent proof.

Mr. Smith: There is no federal restriction 
in Canada, nor indeed under the provincial 
law. The restriction is the desire of the boards 
to sell at 30 underproof or 70 per cent proof.

Senator Benidickson: That is a maximum?

Mr. Smith: Consequently there is more 
volume.

Senator Smith (Queens-Shelburne): Let us
get it straightened out a bit. I notice it is 
net contained in this act—but is the increase 
in the bottle of beer under the new budget—

The Chairman: It is a later item here.

Senator Croll: The last item.

Senator Smith (Queens-Shelburne): Could
we have a comparison now, while we are 
talking about this subject?

Mr. Irwin: It is about 8£ cents per 24- 
bottle case of 12-ounce bottles. That is 8i 
cents for 24 bottles. It is about one-third of 
one cent a bottle. I might add that in each 
case where I am quoting these amounts I 
have included the sales tax, which is in
creased a little bit as soon as we impose the 
excise duty.

Senator Everett: At what level is the tax 
imposed? At the manufacturer’s level?

Mr. Irwin: Yes, sir.

Senator Everett: Does he generally put a 
mark-up on top of that?

Mr. Irwin: I do not know anything about 
the pricing policies of the distilleries.

Senator Rattenbury: The provincial govern
ments take a mark-up on that.

The Chairman: You have two marks. The 
provincial government takes its mark-up and 
the liquor commissions has its mark-up, so it 
multiplies quite a bit.

Senator Everett: So it becomes a product on 
which two mark-ups are applied.

Senator Smith (Queens-Shelburne): Would
it be correct—you do not have it in front of 
you—that the figure is not much more than 
half a cent per pint bottle of beer?

Mr. Irwin: Yes, sir.

Senator Mackenzie: Twelve ounces.
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Senator Smith (Queens-Shelburne): Well—

Senator MacKenzie: I do not like to be 
deceived by calling them “pints”.

The Chairman: The witness said “bottle”.

Senator Carter: When the federal Govern
ment collects this tax, does it just levy it on 
production cost or on the selling price of the 
manufacturer?

Mr. Irwin: No, it is levied on the amount of 
proof gallons of spirits produced. In the case 
of beer, it is levied on the number of gallons 
produced.

Mr. Smith: Each measure.

Senator Carter: In the tank prior to its final 
bottling?

Mr. Irwin: In the case of beer, yes.

The Chairman: This tax on spirits distilled 
in Canada does not bear any relationship to 
the price that may be paid for it. It is so 
much per gallon on strength of proof.

Senator Everett: But, in the case of spirits, 
the tax would be imposed when in the bottle 
itself? You would not impose it on volume in 
the tank, would you?

Mr. Irwin: Perhaps I should refer to Mr. 
Smith on this, as he is much more familiar 
with the methods than I am. The Excise Act 
Provides several methods of computing the 
amount of excise duty on spirits.

Mr. Smiih: Basically it is something like 
this. It is per proof gallon. It is called an 
excise duty because of the difference between 
the duty and the tax—although both are taxes. 
The amount named in the schedule to the 
Excise Act is due and payable immediately 
that product appears in Canada, whether 
it is being imported across the border or from 
elsewhere. Where it is manufactured or grown 
in Canada, it is liable for an excise duty.

Senator Everett: So, when we are talking 
about spirits distilled in Canada—

Mr. Smith: Spirits distilled in Canada are 
subject to duty immediately found in a closed 
receiver. Where it comes directly from the 
still, it must be either warehoused or duty 
must be paid. The warehousing is done to 
avoid having to pay the duty immediately, 
when they have to keep the spirits for six 
Tears, perhaps.

Senator Everett: Do you permit the distiller 
a shrinkage allowance—if there is a shrinkage, 
and I presume there would be.

Mr. Smith: Yes. The Excise Act provides 
a maximum which may be allowed for ware
housing. It is 8 per cent the first year. It has 
to be proven, otherwise it would run up to 
50 per cent maximum. Only the amount 
allowed is actually written off.

Senator Everett: They are allowed to write 
that off against excise tax they pay?

Mr. Smith: Write off, in proof gallons.

The Chairman: “Write off” may be the 
wrong word.

Mr. Smith: If you put a thousand gallons 
away and bottle only 750 gallons you pay 
only on 750—because it is within the allow
ance in the Excise Act.

Senator Everett: When you put 1,000 gal
lons away, when does the tax become payable?

Mr. Smith: It either must be paid, or the 
spirits must be warehoused in bond.

Senator Everett: So when it is taken out 
of the warehouse, it is payable then?

Mr. Smith: That is right, sir.

The Chairman: There is another item in 
here—spirits distilled from wine, also part 
of clause 2.

Mr. Irwin: Yes, sir. This was explained, I 
notice, in the debate in the Senate. The pur
pose of this amendment is to permit spirits 
distilled from wine that is made from honey 
to be used in the processing of wine. As the 
law reads at present, only spirits distilled from 
wine produced from native fruits qualify for 
this exemption. The amendment will strike 
out the words “produced from native fruits”, 
so that spirits distilled from wine which is 
made from honey—I do not know of anything 
else that is used—will be free of excise duty.

The Chairman: This deals with spirits that 
are used to fortify the wine?

Mr. Irwin: Correct, sir.

The Chairman: Shall this clause pass?

Hon. Senators: Carried.

The Chairman: Clause 3 deals with brandy, 
is that right?
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Mr. Irwin: Yes, sir. This increases the rate 
of duty on brandy by $1.25 per proof gallon.

The Chairman: Are there any questions?
Is it carried?
Hon. Senators: Carried.
The Chairman: Clause 4 deals with the 

increase in tax on beer. You have already 
said something about it. Are there any ques
tions which any person would like to ask?

Senator Smith (Queens-Shelburne): Per
haps, for the purpose of the record or 
someone checking my mathematics, my 
mathematics indicate to me that the increase 
in the case of a shot of liquor at the Château 
bar, as far as the Federal Government is 
concerned, is one cent a drink. As to the 
increase when you go to a tavern—the fed
eral tax increase amounts to half a cent per 
pint bottle of beer. The reason for the rela
tive increase is that it is really a little easier 
on those many people who prefer to drink 
beer for economic and other reasons. There 
was some suggestion made that this was not 
fair to the beer drinker, but on this basis I 
do not think that it is anything but an 
advantage.

The Chairman: I was not quite sure, sena
tor, that the taste for beer was economic—I 
mean, that that was the urge.

Senator Smith (Queens-Shelburne): They 
tell me that if you drink six in a row it is 
quite good and is economic.

The Chairman: Are there any other ques
tions? Is it carried?

Hon. Senators: Carried.
The Chairman: Shall I report the bill with

out amendment?
Senator Everett: I do not think you dealt 

with clause 5. Has the Government been col
lecting this tax since the 1st of December, 
1967?

Mr. Irwin: I believe so.
Senator Everett: Thank you.
The Chairman: Shall I report the bill with

out amendment?
Hon. Senators: Carried.
The Chairman: That is our work for today 

—so far today.
The committee adjourned.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Thursday, 
February 22nd, 1968:

“Pursuant to the Order of the Day, the Senate resumed the debate 
on the motion of the Honourable Senator Cook, seconded by the Honour
able Senator Burchill, for second reading of Bill C-191, intituled: “An 
Act to amend the Excise Tax Act”.

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

The Bill was then read the second time.

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

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

ROBERT FORTIER, 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Tuesday, February 27th, 1968.

(29)
Pursuant to adjournment and notice the Standing Committee on Banking 

and Commerce met this day at 9.30 a.m.

Present: The Honourable Senators Hayden (Chairman), Blois, Bourget, 
Burchill, Carter, Cook, Croll, Gouin, Inman, Irvine, Laird, Leonard, MacKenzie, 
McDonald, Paterson, Pouliot, Smith (Queens-Shelburne) and Thorvaldsen. 
— (18).

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

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

Bill C-191, “An Act to amend the Excise Tax Act”, was considered, clause- 
by-clause.

WITNESSES:
Department of Finance:

F. R. Irwin, Director, Tax Policy Division.
Department of National Revenue:

A. P. Mills, Director, Excise Tax Operations.

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

At 10.20 a.m. the Committee adjourned to the call of the Chairman. 

ATTEST:

Frank A. Jackson, 
Clerk of the Committee.
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REPORTS OF THE COMMITTEE

Tuesday, February 27th, 1968.

The Standing Committee on Banking and Commerce to which was referred 
the Bill C-191, intituled: “An Act to amend the Excise Tax Act”, has in obedi
ence to the order of reference of February 22nd, 1968, examined the said Bill 
and now reports the same without amendment.

All which is respectfully submitted.
SALTER A. HAYDEN, 

Chairman.

Tuesday, February 27th, 1968.

The Standing Committee on Banking and Commerce to which was referred 
the Bill C-191, intituled: “An Act to amend the Excise Tax Act”, reports as 
follows:

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

All which is respectfully submitted.
SALTER A. HAYDEN, 

Chairman.
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THE SENATE
STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE
Ottawa, Tuesday, February 27, 1968.

The Standing Committee on Banking and 
Commerce, to which was referred Bill C-191, 
to amend the Excise Tax Act, met this day 
at 9.30 a.m. to give consideration to the bill.

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

The Chairman: Honourable senators, we 
have one bill before us this morning, Bill 
C-191, which is to amend the Excise Tax Act.

The committee agreed that a verbatim 
report be made of the committee’s pro
ceedings on the bill.

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

The Chairman: We have with us today Mr. 
F. R. Irwin, Director, Tax Policy Division, 
Department of Finance, who will give us the 
explanation required; and also Mr. A. P. 
Mills, Director, Excise Tax Operations, De
partment of National Revenue.

Honourable senators, this should be an 
interesting bill, as it includes many tax re
ductions. It is always nice to have a look at 
those. As I have said before, there is no prin
ciple in this except that of taking your money 
or handing it back to you. Therefore, we 
toay go through this bill clause by clause. Mr. 
Irwin.

Mr. F. R. Irwin, Director, Tax Policy Divi
sion, Department of Finance: Mr. Chairman, 
honourable senators, I will try to answer any 
questions and provide any explanations that 
the committee may wish.

The Chairman: Would you deal with clause 
I. please?

Mr. Irwin: Section 1 provides a consequen
tial amendment, consequential upon the 
amendment to make drugs exempt from sales

tax. It merely deletes the words “or phar
maceuticals” from this definition of a manu
facturer or producer.

The Chairman: Is section 1 carried?

Hon. Senators: Carried.

Mr. Irwin: Section 2 merely adds the under
lined words in line 22. It is consequential on 
an amendment later in the bill.

Hon. Senators: Carried.

Mr. Irwin: Section 3 adds a new section 
28a to the act, to impose additional taxes on 
wines. The new tax of 2\ cents per gallon 
will apply to wines containing not more than 
7 per cent of absolute alcohol by volume; and 
the new tax of 5 cents per gallon will apply 
to all wines containing more than 7 per cent 
of absolute alcohol by volume. The wines 
which contain not more than 7 per cent ab
solute alcohol by volume are generally ciders. 
Wines containing more than 7 per cent of 
absolute alcohol by volume would be the table 
wines, sherries and wines of that kind.

The Chairman: Can you translate approx
imately what the additional cost might be per 
bottle by reason of this tax?

Mr. Irwin: It is very small, because this tax 
is by volume. I suppose that a bottle of wine 
usually contains 25 or 26 ounces, although 
they do come in various sizes. So it would be, 
in the case of the 21 cents per gallon, less 
than a cent per bottle, and, even for the five 
cents per gallon, it would be around one cent 
per bottle. It is in that order.

The Chairman: What revenue do you expect 
to get out of this?

Mr. Irwin: Not a great deal of revenue, Mr. 
Chairman. In a full year perhaps three- 
quarters of a million dollars. The tax in
crease here is intended more to maintain the 
balance between various alcoholic beverages 
than to be a straight revenue-producing 
measure by itself.
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The Chairman: Last week we were dealing 
with spirits, brandy and beer.

Mr. Irwin: Yes, sir.
The Chairman: So this is playing no 

favourites, then, in the whole family.
Mr. Irwin: That is the idea.
Senator McDonald: Does the present section 

28 deal with a tax on wines, Mr. Chairman?
Mr. Irwin: Yes, sir.
Senator McDonald: I wonder why it is 

called a special excise tax on wines.
Mr. Irwin: The present excise tax on wines 

is unusual in that it applies only to wines 
produced in Canada. There is a corresponding 
levy under the tariff, and for that reason it 
was not easy technically to amend that sec
tion. This tax being imposed by section 28a 
will apply to both imports and wines pro
duced in Canada.

Senator Blois: Is cider considered wine 
under this act, Mr. Chairman?

Mr. Irwin: Yes, senator.
The Chairman: Except, I notice, Mr. Irwin, 

that section 28 in the Excise Tax Act is a sec
tion which deals with a tax on wines, and it 
reads:

28a.(1) There shall be imposed, levied 
and collected, in addition to the tax, if 
any, applicable under section 28, the fol
lowing excise taxes:

(a) a tax of two and one-half cents per 
gallon on wines of all kinds containing 
not more than seven per cent of absolute 
alcohol by volume,...

What we are providing here in section 3, in 
the new section 28a (l)(a), is a tax of 2\ cents 
per gallon. Is that in addition?

Mr. Irwin: Yes, sir.
The Chairman: In addition to the tax. The 

tax already existing is an excise tax. So this is 
an additional excise tax. What you really 
have is 2J cents per gallon on wines of all 
kinds—■

Senator Cook: As produced in Canada, but 
there is a 2J cent tax on wines imported.

The Chairman: Yes. Subsection (2) says 
that “the excise taxes imposed by subsection 
(l)(b) in case of wines other than wines im
ported into Canada, are payable at the time of 
sale by the Canadian manufacturer.”

In section 28a, in the new one which is 
proposed, it is all wines, but it is another tax 
on Canadian wines.

Senator Cook: Yes, but there is a tax also 
on imported wines. If you amend section 28 
you only affect Canadian wines.

Senator MacKenzie: Just following on a 
question put by Senator Blois, this would not 
apply to sweet cider but only to hard cider.

Mr. E. Russell Hopkins, Law Clerk and Par
liamentary Counsel: Sweet cider would be 
under 7 per cent alcohol by volume.

Mr. Irwin: It would have to have some 
alcoholic content before a tax would go on it

The Chairman: Sweet cider has no detec
table alcoholic content. Are there any other 
questions on this?

Senator Burchill: Mr. Chairman, is the 
consumption of wines by Canadians increas
ing?

Mr. Irwin: I believe so, yes, sir.
Senator Burchill: I am told that Canadians 

are not wine drinkers. Is wine drinking 
increasing?

Mr. Irwin: I believe so, sir. The revenue 
statistics would suggest that it is increasing 
each year.

Senator Burchill: That is what I meant.
Senator Cook: Is that because there are 

more Canadians or because we are drinking 
more wine?

Mr. Irwin: I cannot answer that.
Senator Croll: Is there any way of know

ing whether the increase in consumption of 
Canadian wines is comparable to the increase 
in that of imported wines?

Mr. Irwin: I have not any statistics avail
able to answer that. It might be possible by 
examining the revenues from wines in past 
years to form conclusions. I expect also that 
the association representing the wine pro
ducers in Canada would have the figures, 
but I have not got them right here.

Senator Croll: I am of the view that over 
the years Canadian wines have become more 
acceptable to Canadians and the price has 
been attractive. The product is much better 
than it was in the past.
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The Chairman: Is section 3 carried?

Hon. Senators: Carried.
The Chairman: Would you explain section 

4, Mr. Irwin?
Mr. Irwin: This amendment deletes the 

words “or pharmaceuticals” and it is conse
quential upon the exemption provided for 
drugs in a later section of the bill.

Hon. Senators: Carried.
The Chairman: Section 5.
Mr. Irwin: Section 5 provides a number of 

amendments which are all consequential or 
are for clarification. They are also in my 
view very complicated. I will run through 
them as best I can, if you wish.

The Chairman: Yes, will you do that?

Mr. Irwin: The amended subsection (2) 
which starts at line 39 substitutes the words 
“three-ninths” for the words “50 per cent”. 
This is not a change in the rate of tax that 
has been imposed in the past. The schedule 
referred to is Schedule IV, and it describes 
articles manufactured by the blind or by the 
deaf and dumb, and the rate of sales tax on 
these articles since 1931 has been half the 
ordinary rate. That is, the rate should be 6 
Per cent instead of 12 per cent. However, 
some uncertainty has arisen because nine 
Points of the sales tax are imposed under the 
Excise Tax Act and three points of the sales 
tax are imposed under the Old Age Security 
Act. As the law reads at present it might be 
interpreted as imposing 50 per cent of nine 
Points, that is, 4.5 per cent, under the Excise 
Tax Act, plus three points under the Old 
Age Security Act, for a total of 7J per cent.

Senator Croll: Before you lose me com
pletely, how does the Old Age Security tax 
get into it? It is a proportion of it. Is that 
what you are saying?

Mr. Irwin: The Old Age Security Act 
imposes a tax of 3 per cent on sales.

Senator Croll: I see.

Mr. Irwin: And the Excise Tax Act im
poses a sales tax of 9 per cent for a total 
of 12. The amended subsection (2) will impose 
only three-ninths of nine; that is, 3 per cent 
Under the Excise Tax Act on these articles 
Produced by the blind, and there will be a 
3 per cent tax imposed under the Old Age

Security Act for a total of 6 per cent, which 
is the rate that has been imposed all along.

The Chairman: So it is only bringing your 
law up to date to carry out what was in
tended and what you are actually doing.

Mr. Irwin: That is correct, sir.
The Chairman: In the second part you are 

dealing with subsection (2). On top of page 
3 there are further subsections.

Mr. Irwin: Subsection (3), starting at the 
top of page 3, is the same as the present 
subsection (3a). There is no change other 
than renumbering the sections. The present 
subsection (3) is deleted, and this is conse
quential upon an exemption provided for 
production machinery in clause 11 of this 
bill.

The amended subsection (4) starting at 
line 5 deletes a reference to tariff item 
70500-1. This does not change the substance 
of the act; it is consequential upon a change 
in the customs tariff whereby goods that 
were formerly covered by tariff item 70500-1 
—which is the tariff item that is being de
leted here—are now covered by another 
tariff item 70505-1, which is among the tariff 
items retained in the subsection.

Subsection (5) which starts at line 10 is 
new and it is intended to make clear that 
the fraction 3/9 in subsection (2) and the 
fraction 8/9 in subsection (3) apply only to 
the nine percentage points imposed by the 
Excise Tax Act, leaving the three percentage 
points imposed under the Old Age Security 
Act to be added to this to make the aggre
gate rate of tax. Finally, subsection (2) of 
clause 5 which begins at line 14 is part of 
the attempt to remove uncertainty about the 
rates of sales tax which could apply because 
the sales tax is imposed in part under the 
Excise Tax Act and in part under the Old 
Age Security Act.

The Chairman: This is making assurance 
even trebly sure.

Mr. Irwin: Yes.

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

Mr. Irwin: This amendment is contained in 
a new paragraph (c) to section 47a of the Ex
cise Tax Act and it merely extends an existing 
exemption for building materials purchased 
by or on behalf of a school or university or
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other educational institution to cover the 
situation where these materials are purchased 
by a provincial crown corporation which has 
been established for the sole purpose of pro
viding residences for students of universities 
or similar educational institutions.

Senator Leonard: That again would apply 
under the Old Age Security Act and is just 
9 per cent?

Mr. Irwin: This would apply under both 
acts. Actually it is 11 per cent for most 
building materials.

Hon. Senators: Carried.

The Chairman: Section 7.

Senator Leonard: Excuse me a moment for 
going back to this; why is that confined to a 
corporation wholly owned and controlled 
under the royal prerogative of the Crown? 
Does this mean that it applies to a building 
built for the crown corporation or otherwise 
it will not be entitled to exemption?

Mr. Irwin: The exemption arose because of 
a change in practice. The exemption on build
ing materials used to construct buildings for 
universities has been in the law since 1963. 
Just recently at least one of the provinces has 
set up a crown corporation to build residences 
for universities, thereby relieving the univer
sities of the trouble and responsibility of 
building these residences. It was pointed out 
to the Government that if the system had 
continued as in the past and universities had 
built their own residences there would be 
an exemption, and it seemed reasonable to 
the Government that if the same work was 
going to be done by a crown corporation 
with the Government acting for the universi
ties that exemption should apply as well.

Senator Leonard: Thank you.

Senator Croll: Carried.

The Chairman: I commend to you, Mr. 
Irwin, that your people might have a good 
look at the phrasing here because it does seem 
to limp rather badly. If you take the intro
ductory words to section 47a which starts 
off by saying “Where materials have been 
purchased by or on behalf—” and then you 
are going to start this subparagraph (c) with 
the words “a corporation wholly owned and 
controlled by Her Majesty—” and later “for 
the sole purpose of providing residences for 
students of universities—” you find the intro
ductory words are broader than that.

Mr. Irwin: I would have to draw this to 
the attention of the draftsman.

The Chairman: I just call your attention 
to the fact that it is very loosely worded. 
However, we know what you are getting at.

Section 7.

Mr. Irwin: This amendment would add 
a new section 47d to the act to provide an 
exemption from sales tax for purchases by 
hospital laundries. This is an extension of 
the present exemptions on purchases by hos
pitals. At the present time laundry work for 
hospitals is usually done by the hospital 
itself on the hospital premises, and since 
purchases by hospitals are exempt from sales 
tax, the purchases of supplies for this laundry 
operation are also exempt. However, some 
hospitals have decided it would be a more 
efficient operation to form a separate laundry 
to do the work for two, three or maybe four 
hospitals. This separate laundry would not in 
itself be a hospital. Therefore technically it 
could not qualify for the exemption of hospi
tals, so this amendment is added to extend 
the exemption now applying to hospital pur
chases to purchases by this separate entity 
doing laundry work for hospitals.

Senator Croll: But doing this work ex
clusively.

The Chairman: It must be bona fide, wholly 
owned directly or indirectly by one or more 
bona fide hospitals.

Mr. Irwin: It must be established for this 
sole purpose.

Hon. Senators: Carried.

The Chairman: Section 8.

Mr. Irwin: This amendment is to the section 
of the act which provides for appeal to 
the Tariff Board. It provides for two amend
ments which have been requested by the 
chairman of the board. The first amendment 
would delete words that have the effect of 
restricting the jurisdiction of the Tariff Board 
to cases where there have been no previous 
binding judicial decisions. The second amend
ment, or the second part of the amendment 
would make it clear that the board’s juris
diction is limited to a determination of the 
proper rate of tax.

The Chairman: Is there not a little depar
ture in this situation? Under a tax statute a 
department of government is charged with
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the administration and they assess the tax. 
Then if you contest that you have the right 
to go to the appeal board, for instance, or to 
the Tariff Board in connection with customs 
matters, excise or sales tax.

Now, in this case, the way I read this sec
tion, I suggest it might appear that you go to 
the Tariff Board in the first instance to decide 
what rate of tax applies. Should there not be 
some assessment somewhere first, before you 
go to the Tariff Board?

Mr. Irwin: I believe there has to be an as
sessment before one could go to the Tariff 
Board.

The Chairman: The wording is:
Where any difference arises or where 

any doubt exists as to whether any or 
what rate of tax is payable on any 
article under this Act, the Tariff Board 
constituted by the Tariff Board Act may 
declare...

It is rather vague and loose language to 
say that if you assess me in relation to some 
item for excise tax and I say I am wrongly 
assessed or the rate is too high, that is a case 
Where doubts and differences have arisen and 
I would thus have the right to appeal. Or, do 
I have a right of appeal which exists apart 
from this reference to the Tariff Board, and 
Who is authorized to make the reference—the 
minister or the individual, or the corporation 
that is affected?

Mr. Irwin: I would not attempt to interpret 
the meaning of these words, Mr. Chairman, 
certainly before a group where there are some 
eminent lawyers. I can only comment that the 
main wording of the section is not being 
changed. I would not like to be called upon 
to defend the present wording of a number 
°f sections of this Excise Tax Act. It has 
grown up over the years and perhaps could 
stand a good examination.

The Chairman: I would suggest maybe this 
is one that could be put on your list for study.

Senator Cook: Would this give the taxpayer 
a right to determine the rate of tax before it 
became payable; in other words, before he 
manufactures or brings in the article?

The Chairman: Taxes are levied under the 
statute, and there are rates. This seems to 
say that even in spite of that:

Where any difference arises or when 
any doubt exists as to whether any or 
what rate of tax is payable...

Where would doubts arise—in the mind of the 
minister, if he imposes one rate and is not 
sure, or in the mind of the taxpayer?

Senator Cook: The manufacturer or the 
importer is the one who would be the most 
doubtful.

The Chairman: I would think it is the tax
payer. It is a pretty loose, weaving way to 
get at this.

Senator Leonard: Is there an appeal from 
this decision?

The Chairman: I do not think so.

Mr. Irwin: Yes, through the Exchequer 
Court. Perhaps Mr. Mills could speak to this. 
He is more familiar with the Tariff Board 
side.

Mr. A. P. Mills, Director, Excise Tax Oper
ations, Department of National Revenue: The
vast majority of appeals under this section 
are given rise to because of a decision of the 
administration of the department that a good 
is taxable when the taxpayer feels that it 
should be exempt from tax under the exempt
ing schedule. It really does not arise too often 
that the rate, the 12 per cent or the 11 per 
cent rate, is in question. It is a question of 
whether the goods are taxable or not, and this 
gives rise to a difference which is appealable 
under this section of the Tariff Board by the 
taxpayer.

Senator Carter: Is this still tied to build
ing materials?

Mr. Mills: It is general.

Senator Carter: A tariff rate would depend 
to some extent on the classification, and 
many of the disputes that come before the 
Tariff Board are as to whether it should be 
taxed under classification “X” or under 
classification “Y”. Is not that so?

The Chairman: This is only dealing with 
the Excise Tax Act.

Senator Carier: Oh, I see.

The Chairman: I am familiar with the 
provisions, Mr. Mills, as you know, but the 
language does give me a lot of concern. It 
seems awfully loose, and I think it would be 
a good idea to have a look at it. Of course, 
if you start tinkering in one spot without 
studying many or all of the provisions, you 
may create as much trouble as you cure, but
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I think the department should look at it. 
It still remains that your appeal from such 
a Tariff Board decision is only on a question 
of law, so it really would be a matter of 
interpretation of whatever the particular tax 
item is.

Mr. Mills: Yes.
Senator Croll: Mr. Chairman, in all my 

experience I do not know anyone who under
stands the act, and if we allow the confusion 
to continue, somehow we will get along.

The Chairman: Senator Croll, even having 
worked with many of these sections for many 
years, why, I will admit they are difficult, 
and yet we seem to stand back and look at
them and we say “All right........” but we
do not do anything about it. That is why 
this time I am saying to the departmental 
officers, “Please have a look at it, because 
it is building up to a situation where if you 
are not going to do it, we will.

Senator Croll: I think that is fair warning.
Senator Leonard: What is the significance 

of deleting the words:
... and there is no previous decision 

upon the question by any competent 
tribunal binding throughout Canada...?

Senator Cook: That is why I asked if you 
would get a ruling in advance.

Mr. Irwin: This is the first part of the 
amendment, and the chairman of the board 
made representations to the Government to 
the effect that the existence of these words 
in the present section made it difficult for 
them, because it was difficult to establish 
whether, in fact, there was a “previous deci
sion upon the question by any competent 
tribunal binding throughout Canada.” To 
follow these words it would have to be deter
mined whether decisions concerning a par
ticular commodity applied to a commodity 
that was almost the same, and the chairman 
felt that these words did not save the time 
of the board, as I believe they were intended 
to do.

Senator Leonard: Thank you.

The Chairman: Shall this section carry?

Hon. Senators: Carried.

The Chairman: Section 9?

Mr. Irwin: This amendment would increase 
the tax on cigars from 15 per cent ad valorem 
to 171 Per cent ad valorem.

The Chairman: Do you expect this to pro
duce much revenue?

Senator Croll: Senator Burchill, you are the 
cigar smoker. Scream!

Mr. Irwin: To answer your question, it is 
expected to increase the revenue by between 
$250,000 and, perhaps, $500,000 a year.

The Chairman: That is a long smoke, is 
it not?

Hon. Senators: Carried.

The Chairman: Section 10?
Mr. Irwin: This amendment would increase 

the tax on cigarettes from 21 cents for each 
five cigarettes to 3 cents for each five ciga
rettes. It would also increase the tax on manu
factured tobacco from 80 cents a pound to 90 
cents a pound.

The Chairman: What will the increase add 
to the cost of a package of cigarettes?

Mr. Irwin: Two cents on a pack of 20 
cigarettes.

Senator Blois: That is, at the retail price?
Mr. Irwin: This is an additional tax that 

is added to the tax on that many cigarettes. 
The retail price would, of course, depend 
upon the trade.

Senator Blois: They would increase in price 
by probably three cents, at least.

The Chairman: The two cents would be at 
the manufacturers’ level. If you know the 
retailers’ mark-up you can then figure out 
by how much the price to the consumer will 
increase. It may turn out to be five cents, but 
I do not know. Shall section 10 carry?

Hon. Senators: Carried.
The Chairman: I would like to know hoW 

much increased revenue you expect to gej 
out of this increased tax on cigarettes and 
manufactured tobacco.

Mr. Irwin: On cigarettes it will be about 
$50 million in 1968-69, and on manufactured 
tobacco it will be about $2 million.

The Chairman: Well, the $50 million-— 
that is in all, is it not? I was wondering what 
additional tax it would produce.
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Mr. Irwin: This is the additional tax.

Senator Croll: Do you mean that the sale 
of cigarettes has continued to grow and grow 
to that extent?

Mr. Irwin: This is an increase in tax, and 
this assumes that there will not be a sub
stantial drop-off in cigarette smoking in the 
coming year, either because of the increase 
in tax or for other reasons.

Senator Croll: Has there been any fall-off 
in previous years?

Mr, Irwin: Not in recent years, sir.

The Chairman: This looks like a fruitful 
source of revenue. I read somewhere recently 
that there is a search to find some other 
Place from which you can obtain revenues 
which appear to be lost. Tobacco might be 
such a source.

Senator Croll: Yes, here is the place to 
put the tax.

The Chairman: Yes, and it would not take 
much.

Senator Bourget: Would the total revenue 
from this tax on tobacco amount to $400 
million or $500 million.

Mr. Irwin: Well, the total excise duties 
on cigarettes and tobacco in 1966-67 was ap
proximately $196 million, and the excise 
tax on cigarettes, tobacco and cigars was 
$248 million.

The Chairman: I think that perhaps we 
have put our finger on the gold mine.

Senator Paterson: How much of that was 
Paid by women?

Mr. Irwin: I do not know, sir.

The Chairman: They do not break the 
statistics down to that extent, senator.

Senator Leonard: Directly and indirectly, 
it is all paid by men.

The Chairman: Section 11, Mr. Irwin?

Mr. Irwin: Section 11 contains a number 
°f subsections. Subsection (1) merely adds 
the underlined words in line 40, so that the 
section includes parts for farm wagons and 
farm sleds.

The Chairman: And it is an exemption?

Mr. Irwin: Yes, this is an exemption. Sub
section (2) is a consequential amendment. It 
is consequential upon the exemption for 
drugs. It deletes the words “other than 
pharmaceuticals”.

The Chairman: Yes, this is where we get 
the substantive change in the exemption of 
drugs from sales tax?

Mr. Irwin: Not in this particular subsec
tion, sir.

The Chairman: But in this section?

Mr. Irwin: In this section, yes. Subsection 
(3) adds the goods enumerated in the under
lined tariff items in line 18. The first of these 
tariff items refers to specially constructed boots 
or appliances made to order by persons having 
a deformed foot or ankle. The second one 
refers to individual pairs of boots or shoes 
for defective or abnormal feet when pur
chased on the written order of a registered 
medical practitioner. It is to provide a sales 
tax exemption for this special footwear.

Senator Croll: I remember this question 
being raised in the house ten years ago. Why 
did it take you so long to get around to it? 
There were complaints about that ten years 
ago.

The Chairman: The wheels of the depart
ment grind slowly.

Senator Croll: Was there any real reason 
for that? Did you not know what would be 
involved?

Mr. Irwin: I cannot give a direct answer 
to your question, senator, but I do believe 
that you have put your finger on the reason 
when you mention the fact that other things 
might be involved. New exemptions always 
create new problems, because there will be 
something that is almost the same that re
mains taxable.

The Chairman: Subsection (4)?

Mr. Irwin: Subsection (4) will merely pro
vide that the goods and materials used to 
manufacture these boots and shoes will be 
exempt from sales tax.

Subsection (5) would add drugs to the list 
of goods that are exempt from sales tax.

The Chairman: So we are now down to 
the exemption. Then, subsection (6)?
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Mr. Irwin: This adds a new section 2a, 
to provide an exemption from sales tax for 
artificial breathing apparatus for individuals 
afflicted with a respiratory disorder. Some 
people have to have respiratory assisting de
vices.

The Chairman: Would this cover, for in
stance, an air conditioning unit?

Mr. Irwin: This would be a matter of in
terpreting the law, but I think not, sir.

Senator Croll: The hospitals have had that 
exemption all along, have they not?

Mr. Irwin: Yes, sir.

Senator Croll: And this is for the indi
vidual?

Mr. Irwin: Some individuals are able to 
leave hospitals with a portable breathing de
vice. When they purchase these devices them
selves this will provide an exemption for 
the piece of apparatus.

The Chairman: Subsection (7) is simply 
a repealing provision?

Mr. Irwin: The subsection being repealed 
refers to liver extract, and this subsection is 
no longer necessary because of the more gen
eral exemption for drugs.

The Chairman: Yes, and subsection (8)?

Mr. Irwin: It repeals an exemption for vac
cine for use in preventing poliomyelitis. It is 
no longer necessary because of the more 
general exemption for drugs.

Subsection (9) would add radium to the list 
of goods which are exempt from sales tax. 
This is really a technical amendment. Radium, 
under the present act, is exempt for all its 
uses, and radium is used for more than 
medical purposes. The new exemption for 
drugs would exempt it when used for medical 
purposes, but because of the re-organization 
of these amendments, it is necessary to put 
radium back into Schedule III.

The Chairman: You put it into the schedule 
of exemptions?

Mr. Irwin: Yes, sir. Subsection (10), includ
ing Part XIII, which covers the next two 
pages, provides the exemption for production 
machinery used in manufacturing. It will be 
recalled that the budget in 1966 proposed

that the rate on production machinery be re
duced to 6 per cent starting on April 1, 1967, 
and that these goods become fully exempt on 
April 1, 1968. The budget in June 1967 moved 
forward the date when these goods were to 
become fully exempt, and proposed that they 
be exempt starting on June 1, 1967. This 
amendment is intended to carry out that 
proposal.

The Chairman: I notice against the amend
ment in the list on page 8, in paragraph 3 
there is a black line which rather suggests 
this is an addition.

Mr. Irwin: On page 8 there is an addition 
to the list of goods which are exempt. This 
new exemption refers to plans, drawings and 
related specifications which are used in in
stalling machinery and in manufacturing 
operations.

The Chairman: That completes that section. 
Shall section 11 carry?

Hon. Senators: Carried.

Mr. Irwin: Section 12 repeals Schedule V, 
which is no longer required since all the 
goods it lists are included in Part XIII, 
Schedule III, which are to be exempt from 
sales tax.

Hon. Senators: Carried.

Mr. Irwin: Section 13 provides the coming 
into force dates for the various provisions of 
the bill.

The Chairman: As to drugs, it came into 
force when?

Mr. Irwin: On September 1, 1967.

The Chairman: Any other questions on 
section 13 and the coming into force clauses? 
Are you ready for the question?

Senator Burchill: May I ask one question 
before you go on. Going back to section 6, 
just for clarification, do I understand that a 
provincial crown corporation established in a 
province for the purpose of erecting a res
idence for students at a university will be re
funded the tax on lumber used in the erec
tion of that residence, whereas a residence 
built by the university itself is not exempt? 
Is that correct?

Mr. Irwin: No, sir. A residence built by the 
university itself would qualify and has 
qualified for refund of the sales tax for a 
number of years.
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Senator Burchill: So this is just bringing 
a crown corporation into line?

Mr. Irwin: That is correct.
The Chairman: It is permitting the same 

thing to be done by a crown corporation as 
by the university itself.

Senator Burchill: I thought this was giving 
a special exemption to the crown corporation.

The Chairman: No. Shall I report the bill 
without amendment?

Hon. Senators: Agreed.
The committee adjourned.
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THE SENATE
STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Thursday, March 7, 1968.

The Standing Committee on Banking and 
Commerce to which was referred Bill C-197, 
to amend the Unemployment Insurance Act, 
met this day at 9.30 a.m. to give consideration 
to the bill.

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

The Acting Chairman: Honourable sena
tors, the Senate has referred to us Bill C-197, 
an act to amend the Unemployment Insurance 
Act. This is a Government bill of some 
importance. Shall we have the usual order for 
the printing of the proceedings?

Hon. Senators: Agreed.
The Committee agreed that a verbatim 

report be made of the committee’s pro
ceedings on the bill.

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

The Acting Chairman: Honourable sena
tors, I am very glad to welcome on your 
behalf the Honourable John R. Nicholson, 
Minister of Labour; Mr. M. C. Hay, Q.C., 
Commissioner, Unemployment Insurance 
Commission; Mr. R. L. Beatty, Director Gen
eral of Operations, and Mr. J. W. Douglas, 
Legal Counsel for the Unemployment Insur
ance Commission.

Would you like to proceed in the usual way 
by having the minister make a statement with 
respect to the bill?

Hon. Senators: Agreed.

Honourable John R. Nicholson, Minister of 
Labour: Mr. Chairman, honourable senators, 
as you will see, and from the debate that took 
Place when the bill came before you, this is a 
short and relatively simple bill. I may say that

I had hoped that it would be possible during 
this session to bring in a more comprehensive 
revision, but I spent several months of work 
with the commission and with the officials of 
the interdepartmental committee that was set 
up by the Prime Minister some months ago, 
and it became obvious that to bring in an 
officials. There has been a ceiling of roughly 
ing many, if not all, of the recommendations 
of the Gill committee, as modified by the 
recommendations of the interdepartmental 
committee, it would take at least three to six 
months of parliamentary time, that there is 
no possibility of doing this in less time than 
that.

On the other hand, there are certain 
changes that are long overdue. This act has 
not been amended for nine years, and a sim
ple example is the ceiling for salaried 
officials. There has been a ceiling of roughly 
$5,400 or $5,450 that had been in force for the 
last nine years, and nine years ago the aver
age weekly wage for Canadians was around 
$70 a week. Today it is $103. So, many people 
in the salaried classes who would normally be 
covered by unemployment insurance are 
excluded. There are some 400,000 who would 
normally be covered by unemployment insur
ance if the ceiling had gone up with the cost 
of living and the other economic changes that 
have taken place during the intervening eight 
or nine years. So, it was the feeling of the 
Government that we could not further delay 
an amendment along these lines, to raise the 
ceiling for salaried workers and to bring in 
this group of between 400,000 and 500,000 
people.

Senator Roebuck: Was not the ceiling raised 
about nine years ago?

Hon. Mr. Nicholson: The ceiling was raised 
in 1959 to bring it in line with wages and the 
cost of living at that time.

In addition to the fact that the average 
earnings throughout the country at that time 
of $72 or $73 a week—and in the Atlantic
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provinces and eastern Quebec it was consid
erably lower than that—have gone up to $103 
a week, there has been no increase in 
benefits. So, in fairness and in equity, an 
increase in benefits is overdue. Tied in with 
this bill, which comes in three parts, is an 
increase in contributions which are necessary 
merely to take care of the increase in benefits 
that will be payable if this legislation 
becomes law.

Senator Roebuck: Did you take into account 
the increase in the cost of living? It has gone 
up 11.4 per cent during the last two years.

Hon. Mr. Nicholson: Well, in addition to 
that there has been a corresponding adjust
ment in allowable earnings, but this has still 
been kept sufficiently low so that the incen
tive for a man to keep working rather than 
trying to draw the maximum unemployment 
insurance benefit is still there.

Those are the three principles involved in 
this amending bill. It is a short bill with only 
seven clauses.

Senator Croll: Mr. Minister, I have no com
plaint about this bill. I can go along with it, 
but what troubles me is what you have not 
said, namely, that since 1959 other people 
have been brought under the provisions of 
the act.

Hon. Mr. Nicholson: Not a great many.

Senator Croll: Well, it was before 1959.

Hon. Mr. Nicholson: Yes, from 1954 to 1957.

Senator Croll: It occurs to me that a very 
small percentage of the people you are bring
ing under the act now are likely to ever draw 
unemployment insurance.

Hon. Mr. Nicholson: They are the same 
categories that are covered at the present 
time, but they are excluded because of the 
ceiling.

Senator Croll: Yes, but with your increased 
ceiling you bring in a new group of people.

The Acting Chairman: The top of the 
range?

Senator Croll: Yes, and those people are 
not likely to benefit from the act, and that, of 
course, is the great complaint. What troubles 
me is the fact that you did not say, for 
instance, that everybody earning up to $10,000 
a year pays into the fund, or everybody earn
ing up to $12,000 a year, or whatever sum

you want to make it, pays into the fund, 
whether they draw benefits or not.

Hon. Mr. Nicholson: What you are talking 
about, senator, is universal coverage. There 
are many people in Canada who favour an 
extension of unemployment insurance to 
cover all classes, whether they need it or not. 
On the other hand, you would find that mem
bers of the armed services, civil servants, and 
school teachers are never likely to require 
unemployment insurance. School teachers 
form the best example I can think of. There 
is such a demand for school teachers in Cana
da today—teachers of all kinds, not just in 
the schools but in the technical colleges and 
universities—that there is very little need for 
them to have unemployment insurance. So, 
when you tend to move along the line of 
universality you run into that block.

The teachers say: “We are being brought in 
under the Canada Pension Plan. We are being 
brought in under medicare, and now we are 
being asked to contribute to an unemploy
ment insurance scheme from which we get no 
benefits.” That is why we have not been able 
to go through with the comprehensive series 
of amendments that we thought necessary. 
We have not been able to do so because there 
are two schools of thought in that group that 
you speak of.

Going back to your first question in which 
you said that these people would not benefit, 
I would say, with all due respect, senator, 
that that is not so. I am thinking of the peo
ple in Cape Breton. The cabinet spent a lot of 
time studying the problem that would have 
arisen had the threatened closing down of 
that big operation occurred. As a result of the 
action of the two governments, and the take
over by the Government of Nova Scotia, that 
operation is going to continue indefinitely, but 
if that had not happened those people would 
have been thrown out of work, and those in 
the salary bracket of from $5,400 to $7,800 a 
year would have had no insurance, while 
prior to 1959 they all would have been 
covered.

This bill brings in a group of people whom 
it was intended that the act, when it was first 
brought in, should cover, but who, because of 
the change in income levels, are now 
excluded.

A person who has been covered by unem
ployment insurance and who gets an increase 
in salary bringing him up over the level of 
$5,400 a year, can at his option stay in, but if
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a new Canadian, say, coming from Europe 
takes a job at $5,500 or $5,460 a year, he 
cannot get in under the unemployment insur
ance scheme if he wants to. That was not the 
intention of the act, and we want to correct 
it. So, there is a tremendous advantage in 
extending coverage to these 400,000 people.

The Acting Chairman: I am not sure 
whether the minister had finished his prelimi
nary statement and was ready for questions.

Hon. Mr. Nicholson: Yes, I had.

The Acting Chairman: Then, I have Sena
tor Rattenbury as the first on my list to ask a 
question, and if other senators wish to ask 
questions perhaps they will indicate that fact 
to me.

Senator Rattenbury: Mr. Chairman, I 
Would like to ask the minister a question with 
reference to his statement about the average 
salary in Canada. He said it was $103 a week. 
As he knows, I come from down east, and I 
should like to ask him what would be the 
average salary there. Would your officials 
have that information, Mr. Minister?

Hon. Mr. Nicholson: I would think that it 
Would be less than $150 a month.

Senator Rattenbury: Yes. Then, I come to 
the schedule in section 5 which shows that 
the maximum weekly benefits for a married 
toan with a dependant is to be $53, and he is 
allowed to earn $27.00.

Hon. Mr. Nicholson: Yes.

Senator Rattenbury: This $27 would proba
bly result from a day and a half’s work a 
Week or, at least, not over two days’ work 
a week. We, as employers, are finding great 
difficulty in getting men to work. I am in the 
construction business, and undoubtedly the 
unemployed in Saint John number in the 
thousands. But, if we put in a request for a 
dozen labourers we are darned lucky to get 
two or three. These provisions will aggravate 
that situation because the result is that a man 
can get $80 a week by working only one and 
a half or two days a week, and that, I think, 
is not far off the average wage for non-skilled 
labour working a full week.

I realize that it is difficult to differentiate 
between areas of Canada, but I would like to 
be on the record as saying that this bill will 
Uaake it more difficult for employers of 
Unskilled labour to obtain the labour they 
deed because the benefits are so high.

Hon. Mr. Nicholson: Surely, senator, you 
would not suggest that the benefits are high, 
because—I am a native son of New Bruns
wick, as you know.

Senator Rattenbury: I realize that.

Hon. Mr. Nicholson: I keep in fairly close 
touch with that province, or with that part of 
Canada. I know that a married man with a 
family today, whether he is living in New 
Brunswick or in British Columbia, is not 
going to get very far if he is getting a max
imum of only $53 a week.

Senator Rattenbury: But it is plus $27.

Hon. Mr. Nicholson: And that is particular
ly so if he has four or five children.

Senator Rattenbury: I appreciate this.

Hon. Mr. Nicholson: And if he happens to 
be in the low income range the maximum 
weekly benefit that he gets is only $17.00.

The Acting Chairman: Is not the benefit 
and also the allowable earning geared to his 
own earnings?

Senator Rattenbury: Yes, but the situation 
that arises—and it is met with every day of 
the week—is that they will work only so 
many days. Their living standard, perhaps, is 
unfortunately geared to a take-home pay in 
the bracket of $75, $80 or $85 a week. The 
minister knows the situation we have there. 
They are happy if they can take home that 
much money.

Hon. Mr. Nicholson: Of course, they do not 
always qualify for the $53. As the chairman 
has said, their benefits are tied in with their 
earnings. Those in a lower bracket get about 
$29, not $53.

Senator Carter: The group Senator Ratten
bury is talking about is the group earning the 
benefits.

Senator Rattenbury: The highest benefit.

Senator Carter: If you called for a dozen 
of that group do you think you would get 
more than two, if there were a dozen unem
ployed in that group?

Senator Rattenbury: If I called up for a 
dozen I would be lucky to get one. We are 
short of technical skill.

The Acting Chairman: I think, questions 
should be asked through the chairman, if 
necessary even to Senator Rattenbury.
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Senator Railenbury: I had finished.

Senator Thorvaldson: This is probably a 
matter of arithmetic more than anything else. 
You are raising the ceiling and the new peo
ple who will come under the act under the 
new ceiling will all be payers.

Hon. Mr. Nicholson: That is correct, and 
their employers.

Senator Thorvaldson: The contributors to 
the fund. I was just wondering what were the 
objections to that. In other words, will the 
outgo be, as it were, self-liquidating by the 
premiums received, or is there a difference?

Hon. Mr. Nicholson: That has been very 
carefully worked out by the officials of the 
department and their advisors. They have 
had the advise of actuaries and these figures 
are worked out on an average unemployment 
level of 4| per cent. The Canadian average 
has been running at about that level for the 
last few months. Normally it has been consid
erably lower.

Senator Thorvaldson: Resulting from that, 
the sole reason for the increase in contribu
tion costs results from the increase in 
benefits?

Hon. Mr. Nicholson: It is directly tied in. 
We do not expect the fund to make any 
money or to lose any money.

Senator Thorvaldson: I suppose that has 
been calculated.

Hon. Mr. Nicholson: Let me give you some 
figures. In 1963 the Unemployment Insurance 
Fund was insolvent; they had to borrow from 
the federal treasury in 1962 and again in 1963. 
As a result of the improvement in employ
ment conditions the fund has been built up 
since roughly January 1, 1964, to a little over 
$250 million at the end of the last fiscal year. 
While there has been an increase in unem
ployment from about 3£ per cent to roughly 
4J per cent of late, we expect to end this 
fiscal year, at the end of this month, with an 
increase in the fund of roughly $50 million. It 
is still solvent.

Senator Thorvaldson: Do I understand that 
that is deemed by the authorities here to be a 
satisfactory level for the fund?

Hon. Mr. Nicholson: It is.
Senator Thorvaldson: The present level.
Hon. Mr. Nicholson: We would like to build 

it up, as was done in the period prior to the

recession in 1953. We would like to continue 
to build it up, but we do not build it up out 
of this amendment.

Senator Thorvaldson: What was the highest 
amount the fund ever came to, in I think 
about 1959?

Hon. Mr. Nicholson: Roughly a billion dol
lars, $975 million.

Senator Croll: I thought it was $990 million.
Hon. Mr. Nicholson: I think $975 million.
Senator Thorvaldson: What year was that?
Hon. Mr. Nicholson: That was the summer 

of 1957. Actually the end of the fiscal year, 
March 31, 1957.

Senator Roebuck: It is, of course, desirable 
to cover as many people as possible. If we 
could have universal coverage it would be 
very nice. I was on the original committee 
that devised this plan and I have been inter
ested in the subject ever since. The English 
act preceded ours and I remember a letter I 
received from a woman in England who 
wrote, “Our Gladys has been paying now for 
a long time but she aint got nothing out of it 
yet.” That expresses something very typical 
in the minds of many people, which I think 
leads to some of the frauds perpetrated 
against the fund. People feel that they have 
paid in, they are entitled to get something out 
and they are going to get it in some way.

I wonder why we have never differentiated 
between the various groups of employers as is 
done in the Workmen’s Compensation Act. In 
that act the rates are not all the same; they 
are gauged in accordance with the number of 
accidents and the cost of accidents of the type 
common to that employment. Why cannot we 
do the same here? I remember that at the 
time of the original committee we were dis
cussing what groups we would take in. One 
group discussed were the bankers. Banks 
were strongly opposed to it because there was 
very little unemployment in banking and they 
did not want to contribute and get almost 
nothing out of it. In my own office we have 
contributed for the staff, the stenographers, 
clerks, and so on, for years, and I have never 
heard of any of them getting anything out of 
it.

Senator Croll: The pregnant ones do, don’t 
worry about that.

Senator Roebuck: They were not made 
pregnant in the office. I am not saying we 
should not pay or that the banks should not 
pay, but it would meet the criticism that
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“Our Gladys ain’t got nothing out of it” if the 
price they pay were regulated in some way a 
little more closely to the cost.

Hon. Mr. Nicholson: I quite agree with that. 
That is one of the problems we have been 
struggling with, to my knowledge, for the last 
two years without finding a satisfactory 
answer. It is true that under present-day con
ditions schoolteachers, for instance, would 
rarely have a claim under this bill. The same 
is true of nurses who want to work, or 
laboratory technicians. However, there may 
come a time when conditions are different. 
We saw that happen when we had a depres
sion in the thirties, when many of these peo
ple would have been glad to have been cov
ered. I know that today it is the feeling of the 
Government that it would be a mistake to 
attempt to extend the coverage to certain 
classes where there is no risk. You would be 
collecting premiums from, say, schoolteachers 
with no chance of any claim being made on 
the fund at all, regardless of how minimal the 
charge might be. Then you will find the 
banks would come up and say, “We are 
almost in as good a position as school teach
ers”. The insurance companies are the same. 
People who have established a seniority with 
the railway company are in much the same 
position. People who have worked for ten 
years with one of the big pulp and paper 
companies across Canada have got seniority. 
They say, “There is no more chance of calling 
on us than if we were civil servants”.

It has been the most difficult question that 
the interdepartmental committee has had to 
study. They are divided right down the mid
dle as to where they should draw the line.

The Acting Chairman: On the other hand, 
it might fall quite heavily on those who would 
need to benefit the most.

Hon. Mr. Nicholson: Exactly.

Senator Thorvaldsen: Did the Gill Report 
make any recommendation in regard to this?

Hon. Mr. Nicholson: Yes, the Gill Report 
recommended almost complete universal 
coverage.

Senator Roebuck: Did it meet that objec
tion you have just made?

Hon. Mr. Nicholson: No, it did not meet the 
objection. They did not come along with a 
formula to help to make it work. It is easy 
enough to make suggestions if you do not 
have to implement them.

Senator Roebuck: Yes. You do not have to 
be exactly just, if you are substantially just. 
Some of these institutions, such as banks and 
others which you have enumerated, where 
they seldom have a call, would pay a sum of 
money without protection, and perhaps that 
would help to some extent. As a matter of 
fact if the coverage were wider, you would 
find you might be able to keep up the contri
butions of the lower classes, even if they 
claim greater demands, equal with what you 
might do now without those people in and 
without any complaint from them, because 
the contribution could be so small. Anyway, 
it is worth considering.

Hon. Mr. Nicholson: If you could work a 
final formula along those lines which you sug
gest, it would be much easier to get in per
haps complete universal coverage. There will 
be certain classes you never are able to cover. 
There is the trapper, for instance. I doubt if 
you could cover the professional athlete, 
because the bonus he can get is bigger than 
his salary. There are these certain classes.

On the other hand, the committee is trying 
to cover any classes of people that are likely 
to need protection. We are gradually moving 
in that direction. For instance, when Senator 
Hays was Minister of Agriculture he recom
mended to the Government that agricultural 
workers be covered. That is now the law, and 
has been in effect since the first of April last 
year. We have run into hurdles there, because 
the people would work less than thirty or 
forty days for different employers. The book
keeping became too heavy and we had to 
amend the regulations to overcome that 
difficulty. There is a gradual trend to univer
sality and to cover wider classes than were 
covered in the legislation introduced in 1941.

Senator Roebuck: Do you not think that if 
you made the system more just and not com
bine making the price of the insurance 
depend on its cost with extending the cover
age, and then later gradually extend the cov
erage you would have very little difficulty? 
The principles are wrong now, because they 
are unjust.

Hon. Mr. Nicholson: All I can say on that, 
senator, is that the interdepartmental com
mittee is alive to this situation. It is working 
on it. Commissioner Hay is here, he has been 
working actively with this committee, to my 
knowledge, for nearly two years now. The 
legal advisor, Mr. Douglas, and the Director 
General, Mr. Beatty, are here. I am sure your
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suggestions will be kept in mind, as they 
continue their work.

The Acting Chairman: If I may go on and 
ask a question, following that of Senator 
Roebuck, I would ask how many are now 
covered by unemployment insurance and 
what percentage of the total number of unem
ployed are covered?

Hon. Mr. Nicholson: We have about 7.57 
million in the work portion in Canada today. 
Of that, about two-thirds—about five mil
lion—are covered and there would be another 
450,000 covered if this amendment becomes 
law.

The Acting Chairman: Probably a substan
tial portion of the work force is covered now.

Senator Carter: I have two simple ques
tions, but before I come to them I would like 
to follow briefly on the question put by Sena
tor Roebuck. These categories of people we 
have talked about, teachers, have tremendous 
objections to bringing them in, because they 
are never going to draw benefit. Yet we do 
have people in who are pretty close to the 
teacher category and in fact many of them 
are people with established seniority, with 
paper companies and so on, who will never 
draw benefits. In the case of that group, 
would it be possible to employ a principle 
something like the manner of life insurance, 
where there is a cash surrender value? He 
gets his protection, he pays for his protection, 
but over and above that, when you firm it up, 
he gets a little bonus back, a sort of cash 
surrender value, based on what he has paid 
in. Would there not be some way adopting 
that in the case of those groups?

Hon. Mr. Nicholson: I cannot answer that. 
Perhaps Mr. Beatty can.

Mr. R. L. Beatty, Director General, Unem
ployment Insurance Commission: This would 
mean that the cost we have to charge for the 
insurance would have to be higher, if we 
were going to pay back to everyone at the 
end, a cash surrender value. This could be 
done, but in order to have that money availa
ble to pay out, there would need to be a 
higher contribution for the insurance.

Senator Carter: Not for everybody, just for 
those who never draw at all, that particular 
group who never draw out of the fund. All 
they do is pay in. If they had even a tiny 
bonus they knew would be coming to them, I 
think they would regard it as...

Senator Roebuck: A nest egg.

Senator Carter: I think it would influence 
their attitude towards it.

Hon. Mr. Nicholson: The difficulty you are 
up against, Senator Carter, is this. It reminds 
me of a brief that one industry presented to 
the Government within the last few months, 
where they were dealing with unemployment 
insurance. They wanted to include just the 
bad risks in their own particular industry. 
The premiums would be outrageous on that 
particular group, if you could not spread it 
over the whole group.

Senator Carter: Perhaps you could have a 
special rate for some people who never 
become unemployed, if you are going to bring 
them in, as in the case of bank employees?

Hon. Mr. Nicholson: That is one of the rea
sons why, in answering a question in the 
Commons a few nights ago, I said quite 
frankly that while you can make out a good 
case for almost complete universality, you get 
large blocks of employees—civil servants, 
members of the armed services particularly, 
and school teachers, who do not need the 
coverage, and who object to paying it. They 
say “Why insure against a risk that does not 
exist?” This is an insurance scheme and they 
are objecting to it.

I know we had a very interesting debate in 
Kingston last summer, where we had all the 
senior officials of the Unemployment Insur
ance Commission from all parts of the coun
try, and others interested in social security 
legislation. We debated this very thing and I 
deliberately took the position which Senator 
Roebuck has taken this morning, pleading for 
universal coverage, as a matter of debate. It 
appeared in the newspapers that the minister 
was recommending extention to school teach
ers and civil servants. I never even recom
mended such a thing. In fact, school teachers 
had not even been mentioned in any part of 
the debate.

Senator Croll: Yet, Mr. Minister, when we 
speak of the armed services, where you say it 
never happens, it did happen.

Hon. Mr. Nicholson: Yes, it did.

Senator Croll: I remember very well when 
school teachers gave us a very bad time, 
when we had the Canada Pension Plan under 
discussion. The chairman and co-chairman 
are here. The school teachers came with their 
briefs. Finally, we brushed it aside and said
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everybody comes in. These arguments hold 
good at a time of need.

Hon. Mr. Nicholson: I quite agree, Senator 
Croll. If it had not been that people who have 
relatively little use for the fund have had to 
come in under the Canada Pension Plan, as 
they have to come in under Medicare all at 
once, it might have been easier to make the 
coverage more universal than it is today. But 
you cannot push everything in at one time. If 
it is going to be done, it has to be done 
gradually.

Senator Carter: I have two other questions. 
You mentioned civil servants. How many 
agreements have been made between the 
Unemployment Insurance Commission and 
various provinces to take care of their pro
vincial civil servants?

Hon. Mr. Nicholson: I think Mr. Beatty 
should answer that question.

Mr. Beatty: In the past, if the government 
of a province agreed, we would insure all of 
its employees, those temporary or casual in 
nature and those permanent in nature. We 
have insured on the basis of making agree
ments with the provinces. I do not have the 
figures with me as to exactly how many prov
inces are in this category, but a number of 
them, I can say, have made this arrangement 
With the federal Government.

Senator Carter: You do not know if they all 
have.

Mr. Beatty: No, they have not.

Hon. Mr. Nicholson: No. I was asked that 
question. They have not all, but I would say 
the majority have.

Senator Carter: Could you say which prov
inces have not?

Hon. Mr. Nicholson: Mr. Beatty can get that 
information for you.

The Acting Chairman: Was there any one 
particular province you were interested in?

Senator Carter: I know a good deal about 
one particular province. That means the pro
vincial servants are actually covered.

Hon. Mr. Nicholson: They can be at the
option of the federal Government.

Senator Carter: What about federal civil 
servants?

Hon. Mr. Nicholson: They are not covered 
at all.

Senator Carter: Or are they included?

Mr. Beatty: Federal civil servants are cov
ered for the first two years of their employ
ment, or for the period that the department 
says is not permanent employment. At the 
end of that time, if the department certifies 
that they are permanent with the department, 
they are no longer covered.

Hon. Mr. Nicholson: But they get the cover
age while they are earning their credits.

Senator Carter: My last question is this: the 
Government contributes 20 per cent of the 
fund.

Hon. Mr. Nicholson: That is correct.

Senator Carter: And in addition the Gov
ernment finances the cost of administration.

Hon. Mr. Nicholson: It has the administra
tion charges, yes.

Senator Carter: Can you get any figures to 
tell us what percentage of the fund is used up 
for administration? What is the administra
tion worth in terms of percentages?

Mr. Beatty: The actual administrative costs 
for the year run roughly about $43 million.

Senator Carter: Yes. Would that be 10 per 
cent, then, of the fund?

Mr. Beatty: The actual fund at the moment 
is about $335 million, and we paid in benefit 
the last year—we will pay something of the 
order of $300 million, and we take in some
thing more than that.

Senator Carter: In terms of the fund, or 
what you take in in a year in the fund, the 
administrative costs would be roughly 10 per 
cent. Is that it? You take in roughly $400 
million.

Mr. Beatty: We have been taking in rough
ly $400 million for the last few years, but we 
have been running administrative costs of $43 
million. So it is slightly in excess of 10 per 
cent.

Senator Carter: So the federal contribution 
is actually 30 per cent, then.

Hon. Mr. Nicholson: That is correct.

Senator Croll: There are two questions I 
would like to have answered. One of them
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was asked in the Senate chamber by Mr. 
Macdonald (Cape Breton), who is here and 
can speak for himself. I do think the question 
he asked should go on record. The other 
question was asked by Senator Choquette, 
who is not here at the moment. His question 
was what amount did you recover from vari
ous people who had overdrawn, or for some 
reason were paid moneys that they should not 
have been paid?

Hon. Mr. Nicholson: That question was 
asked by Senator Choquette the other day, 
yes. The figure of $1,114,000 was given. What 
percentage of that was recovered, Mr. 
Beatty?

Mr. Beaily: A very high percentage would 
be recovered. I do not have the actual per
centage with me that was recovered, but, 
generally speaking, we are recovering each 
year about the same amount as we establish 
in overpayments. The actual amount of out
standing overpayments on our records at the 
moment is about $300 million, and that has 
remained fairly constant over the last four or 
five years. This dates back to the year that 
the fund began. So this means that we are 
actually recovering a very high percentage. 
Certainly, we are recovering something in 
excess of 95 per cent of what is established 
each year.

Senator Croll: Have you any idea what that 
costs you?

Mr. Beatty: The actual cost would be very 
difficult to estimate, because it is buried in 
our total administration costs. For example, 
we use an agency known as the Retail Credit 
Organization, to assist us in this area, and for 
every dollar spent on the Retail Credit Or
ganization we recover about eight or nine dol
lars. That would not represent the total cost, 
but it gives you the idea that our costs for 
recovery are less than the costs of the actual 
amount that we get back.

Senator Croll: You are not being unduly 
harsh on recoveries, are you?

Mr. Beatty: I do not think so, no.

Senator Roebuck: Are you prosecuting any 
cases?

Mr. Beatty: We take into consideration the 
situation of the person when we make 
arrangements to repay, and, if the person can 
show us that he has undue hardship, or that 
there are circumstances such that the person 
cannot make full payment, we take payment

by instalment, and this sort of thing, and we 
work out an equitable arrangement with the 
person in order to let him repay to the best of 
his ability.

Senator Raltenbury: These are as opposed 
to cases you take to court.

Mr. Beatty: That is right.

Senator Roebuck: Do you take many of 
them to court?

Mr. Beatty: We take a relatively small per
centage to court, but where there is flagrant 
abuse so far as the act is concerned it is taken 
to court.

Hon. Mr. Nicholson: Where there is fraud, 
in other words.

Senator Thorvaldson: Just what type of 
services do you get from the retail credit 
company? Do you get service from them on 
every applicant or just on people who 
default, or whom you believe to have 
defaulted?

Mr. Beatty: We make selections depending 
on the circumstances of the case. We decide 
on the circumstances whether there would be 
any point in asking Retail Credit to investi
gate the situation. So it is only a percentage 
of the cases that are actually referred to Re
tail Credit.

Senator Thorvaldson: Those cover only the 
cases in which there is something wrong or in 
which you believe there is something wrong.

Mr. Beatty: That is right, where there is 
established that something is wrong.

Hon. Mr. Nicholson: As I think you all 
know, honourable senators, the Unemploy
ment Insurance Commission is established by 
statute. There is one representative of the 
employers and one representative of the work 
force, and there is an independent chairman, 
the Chief Commissioner. The other two can 
out-vote the Chief Commissioner. They keep 
an eye on the situation and they exercise 
discretion along the lines that Senator Croll 
has mentioned. Mr. Hay is here this morning 
as the employers’ representative on the board. 
Mr. Hay has a long background of industrial 
experience with one of our leading rubber 
companies.

The Acting Chairman: There was a ques
tion that Senator Macdonald (Cape Breton) 
asked in the Senate. Would you like to ask 
that question, and any others that you might 
have, senator?
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Senator Macdonald (Cape Breton): I wanted 
to have a breakdown of the number of appli
cants from each province and their various 
categories.

Mr. Beatty: I understand the question that 
was referred to us was the number of claim
ants by provinces, broken down by the 
benefit levels that we pay. We are getting 
that information and will have it for you later 
on this morning.

Hon. Mr. Nicholson: I will see that you get 
that information, senator.

The Acting Chairman: When we receive 
that information perhaps it should be incor
porated into the printed proceedings.

Senator Croll: Yes, in order to complete the 
record.

The Acting Chairman: Is it agreeable that 
When that information comes we put it in the 
record?

Hon. Senators: Agreed.

(See appendices: “A”, “B”, “C”.)

Hon. Mr. Nicholson: We hope to have that 
information for you before 12.30 today.

Senator Everett: The fund is actuarially 
sound at 4£ per cent unemployment rate, is 
it?

Hon. Mr. Nicholson: I would say so. That is 
■the advice we received, and I know that I 
spent some time checking it.

Senator Everett: Does that include the 20 
Per cent contribution of the federal 
Government?

Hon. Mr. Nicholson: Yes.

Senator Everett: Does that include interest 
°r income on the fund itself?

Hon. Mr. Nicholson: Yes. We get credit to 
that.

Senator Everett: Do you know what level 
that interest is projected on, what size of the
fund?

Hon. Mr. Nicholson: It works out at 5 per 
oent. The Unemployment Insurance Commis
sion would like to get more, but since the 
federal Government is paying 30 per cent of 
the costs anyway, it is not too important 
Whether it is five or five and a half.

Senator Thorvaldson: Is there no way of 
eliminating that cost to the federal 
Government?

Hon. Mr. Nicholson: I suppose there is, if 
you wanted to raise the contributions of em
ployers and employees. You could eliminate it 
in that way. But this fund is of great advan
tage to the people of Canada.

Senator Roebuck: Hear, hear.

Hon. Mr. Nicholson: When you realize that 
there have been well over $5 billion distribut
ed to the people of Canada out of this fund, 
you will see that that is quite an advantage. 
Moreover, $3 billion of that was distributed 
during the periods of recession, from late 
1957 to early 1962. Three billion dollars was 
readily available to buy food and clothing for 
people who needed it, and, if we had that 
amount of money in the Unemployment In
surance fund, it is because the federal Gov
ernment contributed it.

Senator Thorvaldson: That was not the
basis of my question.

Senator Everett: When you get an employ
ment rate of 70 per cent, how long do you 
think this fund at its present level of $300 
million would last?

Hon. Mr. Nicholson: Well, we have had an 
example where the fund was at a level pretty 
close to $1 billion in midsummer 1957, and 
within five years it had been practically 
exhausted. On the other hand I think it is 
encouraging and gratifying that since roughly 
January 1, 1964, we have built the fund up to 
where it is now over $300 million. And then 
during March, which was the worst month 
for unemployment—the worst months are 
January, February and March—we still 
expect to end the year with over $300 million 
in the fund.

Senator Croll: I remember when in the 
early stages of this type of legislation in Brit
ain the British fund was at one stage £20 
million down. That started in Lloyd George’s 
day. It is a tremendous fund now, but that 
was the early experience of the British fund.

Hon. Mr. Nicholson: Yes, and they had 
these two very disastrous experiences in the 
pre-First World War days and then in the 
early 1920s. It is interesting to note that the 
man who introduced this legislation there was 
the late Sir Winston Churchill.
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Senator Croll: But Lloyd George was the 
originator and he was advocating it.

Hon. Mr. Nicholson: But Churchill was 
President of the Board of Trade while Lloyd 
George was Minister of Labour. And it was 
the President of the Board of Trade who had 
the honour of piloting it through the house.

Senator Thorvaldson: Coming back to the 
deficit sustained by the fund two years ago, I 
take it that has been recovered.

Hon. Mr. Nicholson: I think there was $75 
million advanced from the federal treasury, 
$50 million in 1962 and $25 million in 1963. 
That was advanced, and that has all been 
recovered.

Senator Croll: It would have been a good 
idea to have loaned some of that to Finance 
Minister Sharp during the last few weeks.

Hon. Mr. Nicholson: Oh, well, he has had 
the benefit of that too.

Senator Roebuck: I would like to mention 
as a matter of interest the fact that we have

had no riots in Canada and one of the big 
reasons for this is the Unemployment Insur
ance Act. That is, supplemented by the other 
welfare acts in the legislation. We have 
received a very great benefit as a people from 
this type of legislation and even if it does cost 
the Government a little, it is certainly worth 
the money. I remember Mr. McLarty was 
Minister of Labour of Canada when the legis
lation was first brought in in 1941.

The Acting Chairman: Do any of the other 
gentlemen present wish to add anything to 
what the minister has said?

Thank you, Mr. Minister and gentlemen. 
Shall we proceed to consider the bill clause 
by clause?

Senator Croll: No, there is no need. I move 
that the bill be reported without amendment.

Senator Thorvaldson: I second the motion.

Hon. Senators: Agreed.

The committee adjourned.
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APPENDIX "A"

UNEMPLOYMENT INSURANCE COVERAGE OF PROVINCIAL GOVERNMENT EMPLOYEES

The Unemployment Insurance Act does not 
require provincial governments to insure 
their employees. However it provides that 
any provincial government may, with the 
concurrence of the Unemployment Insurance 
Commission, consent to insure its employees.

All the provinces except Quebec have con
sented to insure casual and temporary

employees of at least some departments. In 
some instances only the employees of three or 
four departments are insured; in others the 
coverage has been applied to casual and tem
porary employees of nearly all departments.

In Quebec the only provincial government 
agency insuring employees is the Quebec 
Hydro Electric Commission, it insures all its 
employees, whether permanent or temporary.

27757—2
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ACTIVE CLAIMANTS BY PROVINCES—1967

Jan. Feb. March April May June July Aug. Sept. Oct. Nov. Dec.

Newfoundland.......................... .......... 33,509 34,039 32,992 28,850 14,667 8,791 6,031 5,767 5,561 6,625 12,005 26,590

Prince Edward Island............ .......... 6,495 6,625 6,181 5,297 1,947 930 856 757 664 701 1,623 5,036

Nova Scotia.............................. .......... 34,411 34,884 34,409 30,947 14,352 10,691 9,497 9,695 8,323 8,875 13,516 23,438

New Brunswick........................ .......... 31,335 33,697 34,172 31,311 15,464 9,583 7,742 7,145 6,853 7,651 13,133 25,243

Quebec......................................... .......... 154,402 165,435 172,386 158,282 106,350 80,862 77,611 72,284 70,328 80,389 114,147 160,514

Ontario........................................ ..........  153,918 160,101 152,613 137,494 85,867 85,297 103,097 87,350 78,456 87,637 101,608 141,491

Manitoba.................................... .......... 17,996 18,666 18,568 16,540 8,864 6,118 5,934 5,719 5,625 6,369 13,796 20,493

Saskatchewan........................... .......... 16,068 16,554 15,477 12,856 5,812 3,771 3,388 3,275 3,131 3,993 8,373 14,557

Alberta........................................ .......... 21,010 21,789 20,761 19,485 12,696 8,194 7,150 7,353 6,582 8,134 13,479 20,300

British Columbia.............. .......... 62,782 60,047 56,211 51,232 34,043 28,583 24,956 27,753 25,340 32,080 44,947 63,861

CANADA................. ..........  531,926 551,837 543,770 492,294 300,062 242,820 246,262 227,098 210,863 242,454 336,627 501,523
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APPENDIX "C"

AVERAGE WEEKLY BENEFIT PAYMENTS BY PROVINCES—1967

Jan. Feb. March April May June July Aug. Sept. Oct. Nov. Dec.

Newfoundland........................... ........ 27.74 26.07 26.26 26.69 26.91 26.21 24.85 24.26 24.04 24.30 24.78 26.23

Prince Edward Island............. ........ 23.89 24.23 24.21 24.54 24.06 21.95 21.35 21.91 21.77 22.45 22.66 24.80

Nova Scotia.............................. ....... 24.11 24.77 24.65 24.38 23.66 23.02 23.43 23.87 23.71 23.57 23.82 24.23

New Brunswick........................ ........ 23.54 24.59 24.84 25.33 25.23 24.01 23.65 23.15 23.13 23.33 23.93 25.21

Quebec........................................ ........ 25.80 26.19 26.36 26.02 25.81 25.14 24.92 24.63 24.81 25.14 25.53 26.42

Ontario........................................ ........ 25.41 25.81 25.68 25.28 24.66 24.31 24.91 24.50 24.80 25.01 25.43 25.69

Manitoba.................................... ........ 28.46 25.72 25.58 25.21 24.65 22.80 22.58 22.67 22.77 23.28 24.41 26.34

Saskatchewan............................ ........ 25.46 25.72 25.63 25.45 24.91 22.86 22.86 22.40 22.66 23.05 24.11 26.27

Alberta....................................... ........ 27.73 25.79 25.85 25.85 25.69 24.43 24.01 23.73 23.55 24.10 25.14 26.45

British Columbia..................... ........ 27.72 26.81 26.06 25.90 25.54 24.61 24.64 24.81 25.37 25.45 26.22 27.09

CANADA.................. ........ 25.96 25.89 25.82 25.63 25.28 24.56 24.64 24.38 24.62 24.86 25.36 26.09
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Thursday, 
March 14th, 1968:

“A Message was brought from the House of Commons by their Clerk 
with a Bill C-202, intituled: “An Act to amend the National Housing 
Act, 1954”, to which they desire the concurrence of the Senate.

The Bill was read the first time.
With leave of the Senate,
The Honourable Senator Langlois moved, seconded by the Honoura

ble 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 Langlois moved, seconded by the Honoura

ble Senator Cameron, that the Bill be referred to the Standing Com
mittee on Banking and Commerce.

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

ROBERT FORTIER, 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Thursday, March 14th, 1968.

(31)
Pursuant to adjournment and notice the Standing Committee on Banking 

and Commerce met this day at 3.00 p.m.
Upon motion, the Honourable Senator McDonald was elected Acting 

Chairman.
Present: The Honourable Senators McDonald (Acting Chairman), Aseltine, 

Beaubien (Bedford), Benidickson, Blois, Carter, Cook, Croll, Flynn, Inman, 
Irvine, MacKenzie, McCutcheon, Paterson, Pearson, Power, White and 
Willis. (18)

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

and Chief Clerk of Committees.

Bill C-202, “An Act to amend the National Housing Act, 1954”, was 
considered.

WITNESSES:

Central Housing and Mortgage Corporation:
H. W. Hignett, President.
R. T. Adamson, Executive Director.

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

At 3.20 p.m. the Committee adjourned to the call of the Chairman. 

ATTEST:

Frank A. Jackson, 
Clerk of the Committee.



REPORTS OF THE COMMITTEE
Thursday, March 14th, 1968.

The Standing Committee on Banking and Commerce to which was referred 
the Bill C-202, intituled: “An Act to amend the National Housing Act, 1954”, 
reports as follows:

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

All which is respectfully submitted.
A. H. MCDONALD, 
Acting Chairman.

Thursday, March 14th, 1968.

The Standing Committe on Banking and Commerce to which was referred 
the Bill C-202, intituled: “An Act to amend the National Housing Act, 1954”, 
has in obedience to the order of reference of March 14th, 1968, examined 
the said Bill and now reports the same without amendment.

All which is respectfully submitted.

a. h. McDonald,
Acting Chairman.
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THE SENATE
STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Thursday, March 14, 1968.

The Standing Committee on Banking and 
Commerce, to which was referred Bill C-202, 
to amend the National Housing Act, 1954, met 
this day at 3 p.m. to give consideration to the 
bill.

Senator A. Hamilton McDonald (Acting 
Chairman) in the Chair.

The Acting Chairman: Honourable sena
tors, we just have the one bill before us, to 
amend the National Housing Act, 1954. Is it 
your wish to have the usual motion for 
printing?

The committee agreed that a verbatim 
report be made of the committee’s pro
ceedings on the bill.

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

We have two officials of Central Mortgage 
and Housing Corporation with us. Mr. 
Mr. Hignett is President and Mr. Adamson 
is the Executive-Director.

Mr. Hignett, perhaps you would like to 
make an opening statement with respect to 
this bill?

Mr, H. W. Hignett, President, Central 
Mortgage and Housing Corporation: Mr.
Chairman, honourable senators, this is quite a 
simple bill.

Senator Croll: I wanted to tell you, Mr. 
Hignett, that we are all in favour of the bill. 
You can only lose it. You cannot win anything 
here.

Senator Beaubien (Bedford): Do not go into 
it too carefully, Mr. Hignett.

Senator Benidickson: Actually, the explana
tory note is really very simple.

Mr. Hignett: This bill has one purpose only. 
The National Housing Act provides that 
national housing loans shall be based on 95 
per cent of the first $13,000 of lending value 
and 70 per cent of the amount by which the 
lending value exceeds $13,000 up to a max
imum N.H.A. loan of $18,000 which is set by 
regulation.

The purpose of this bill is to change the 
loan ratio to 95 per cent of the first $18,000 of 
lending value and 70 per cent thereafter. 
However, for the moment at least the max
imum loan by regulation will remain at 
$18,000.

Senator Croll: Mr. Hignett, if this bill 
receives Royal Assent this week, how soon 
will it become effective and apply to loans 
that are in the making at present? That is, 
how far can you help those who are already 
having loans processed?

Mr. Hignett: Well, the legislation will take 
effect on the opening of our offices on the 
following day. Since the passage of the bill in 
the House of Commons, in terms of our own 
direct lending, we have stopped processing. 
In fact, we were of the opinion that it would 
not likely be more than a week between the 
passing of this bill in the house and the pass
ing of it in the Senate. At the moment, there
fore, we have stopped processing loans in our 
own offices pending the enactment of this 
legislation.

In so far as the approved lenders are con
cerned, they will be allowed to make adjust
ments for loans that they have made back to 
October of 1967 for houses that are under 
construction where the final mortgage 
advance has not yet been made or where the 
house has not yet been sold, if it is being 
built by a builder.

Senator Croll: Very good.

The Acting Chairman: Any other questions 
you would like to ask?
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Senator Paterson: Do you make a careful 
investigation of the people to whom you make 
loans? Do you require a reference?

Mr. Higneli: The loans made by the 
approved lenders, that is the life insurance 
companies, the trust companies and the chart
ered banks—so far as these are concerned we 
rely upon the prudence of these lending insti
tutions to examine the credit of borrowers.

Senator Paterson: Do ycrti think that this 
act will be effective in making a change? Will 
it spur on housing?

Mr. Higneli: It will reduce down payments 
by approximately $1,250 per house and to this 
extent it will increase the demand.

Senator Beaubien (Bedford): How will this 
maximum of 95 per cent affect the overall 
situation? I understand you can only lend in 
total $18,000.

Mr. Hignett: Yes.

Senator Beaubien (Bedford): Is there a 
provision in the bill that you could increase 
that as and when you see fit?

Mr. Hignett: The National Housing Act loan 
is set by regulation.

Senator Beaubien (Bedford): By order in 
council?

Mr. Hignett: Yes, by order in council and it 
can be changed at any time.

Senator Beaubien (Bedford): Well, what if 
a house costs more than $18,000? What would 
be the situation then?

Mr. Hignett: That is why this bill provides 
that it will be 70 per cent of the amount by 
which the lending value of the house exceeds 
$18,000. If the National Housing Act loan 
were increased to $22,000, then you would 
have 95 per cent of the first $18,000 and 70 
per cent of the remaining $4,000.

Senator Beaubien (Bedford): How does the 
lending value relate to the market value?

Mr. Hignett: The lending value arrived at 
by the C.M.H.C. is the cost value; it is not a 
market value. It is based on the total cost of 
producing the house. We keep a running cost
ing of housing in Canada, and the basic rates 
for establishing lending values are changed 
twice a year, on the 1st of January and the 
1st of July.

Senator Pearson: What is the ratio between 
the cost of material and the cost of labour?

Mr. Hignett: It is about 60-40, 60 per cent 
in materials and 40 per cent in labour.

Senator Pearson: Well, this is the same per
centage as it has been, so that the labour 
content in a house, if anything, is declining. 
And this in spite of the fact that labour gets 
much higher wages now.

Mr. Hignett: In the last 10 years the cost 
of labour used in the building of a house has 
increased by about 70 per cent, but the actual 
labour cost has only gone up by 25 per cent. 
This has been accomplished by increased pro
ductivity and a declining labour content.

Senator White: On a house costing $18,000, 
Central Mortgage and Housing will make a 
loan of 95 per cent?

Mr. Hignett: Yes. That is to say, for a 
house selling at $18,000 or less the loan will 
be 95 per cent or $17,000.

Senator White: Do you think this is a good 
risk?

Mr. Hignett: I think so. It adds little extra 
risk to the loan insurance fund. The loan 
insurance fund has been operating since 1954. 
The National Housing Act has been changed 
on a number of occasions, and each change 
has had the effect of increasing the risk on 
this fund but the fund has in it now more 
than $200 million. It has not yet lost. There 
have been no losses in the fund as a result of 
mortgage lending under the National Housing 
Act, and we think the fund is quite capable 
of meeting this additional risk without affect
ing the individual premiums in any way.

Senator Pearson: There have been no 
individual losses in any loans?

Mr. Hignett: There have been apparent 
losses on acquisition resulting from foreclo
sure. But in the long run loans have been 
quite secure. There have been times when the 
fund has held real estate pending an improve
ment in the market, and after the market has 
improved the real estate has been sold and as 
a result the total surplus to the insurance 
fund from the selling of real estate is about 
$4 million. So that rather than losing any 
money the fund has gained by $4 million.

Senator Pearson: Supposing the market 
were to drop suddenly, would there be a 
chance of losing money?
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Mr. Higneii: Yes, this could be, but we 
don’t anticipate this. We believe that by 1975 
the fund will be sufficiently strong to carry us 
through an experience similar to that of the 
1930s.

Senator Carter: Are these extra loans 
insured or insurable?

Mr. Hignett: These higher loans, you mean?

Senator Carter: Say a person gets a loan 
and he suddenly dies, is there insurance to 
cover such a situation?

Mr. Hignett: We do not insure the borrower 
but all large insurance companies offer this 
type of declining life policy geared to suit 
mortgage payments. This is one thing that life 
insurance companies do with term policies.

Senator Carter: But you do not have insur
ance for this type of loan?

Mr. Hignett: No, only the loan is insured.

Senator Carter: Under this new scheme a 
person can build a $30,000 home with a down 
payment of $2,500, is that right?

Mr. Hignett: Under this one?

Senator Carter: Yes.

Mr. Hignett: No, sir. If it is a $30,000 house 
the down payment will be $12,900.

Senator Carter: I thought you said 95 per 
cent of the first $18,000. That would come to 
$17,100, would it not?

Mr. Hignett: Yes.

Senator Carter: And then 70 per cent of the 
remaining $12,000?

Mr. Hignett: But at the moment the max
imum N.H.A. loan is $18,000.

Senator Carter: Oh, you still cannot go 
beyond the maximum?

Mr. Hignett: That is right.
Senator Croll: Your rich friends cannot 

Participate in this yet!
The Acting Chairman: Does that $18,000 

cover the house and property it sits on, or 
just the home?

Mr. Hignett: The house and the property.

The Acting Chairman: The package?
Mr. Hignett: Yes, and in these days it 

includes all the services.

Senator Flynn: What percentage did you 
mention as the increase in the cost of homes 
in recent years—70 per cent?

Mr. Hignett: That was the increase in the 
cost of labour in the last 10 years.

Senator Flynn: How do you assess the 
increase in cost over the last five years, for 
instance, in building a home?

Mr. Hignett: Over the last five years the 
cost of housing has been rising at about 3 per 
cent per year, so the cost would be up about 
15 per cent in the last five years, though 
rather lower than that in the first two years, 
higher in 1965 and 1966, and a drop back 
again in 1967. The cost of housing last year 
rose by about 2J per cent, as opposed to 5 per 
cent in 1966.

Senator Flynn: What part of this would be 
attributable to the cost of land?

Mr. Hignett: In general terms across Can
ada, about half of it; in Ontario, rather more 
than that, because for a variety of reasons 
there is a special land problem in Ontario.

Senator Benidickson: What are those
reasons?

Mr. Hignett: In Ontario, to begin with, 
no municipality develops land; all the land 
is developed by private persons. The 
municipalities of Ontario are not keen, as a 
general rule—and I am talking now of the 
large places, and this finds its greatest 
expression in metropolitan Toronto and, to 
some degree, here in Ottawa as well—to wel
come housing, particularly if it is low-cost 
housing, and there have been a number of 
devices established in the last 10 years that 
are quite an effective deterrent to housing in 
most Ontario municipalities.

Among these are the fact that Ontario 
municipalities are very careful to control 
closely the number of subdivisions they will 
allow to be registered each year. This has the 
effect of keeping to a controlled minimum the 
number of lots that come on the market each 
year. This has some effect on their price, of 
course. Ontario municipalities require a level 
of servicing in residential subdivisions which 
some people think is a higher level of servic
ing than residential subdivisions require.

There is a technique in Ontario by which 
subdividers are required to pay to the 
municipality at the time of registration cash 
impostes which sometimes are as much as



264 Standing Committee

$1,000 per lot. If a house is to be acceptable 
in the large cities of Ontario at the moment, it 
must be a house that breaks even on the tax 
rolls. At the moment, a house with a market 
value of about $27,000 does this; it is not a 
deficit on the tax rolls, and most communi
ties do not welcome houses that cost less than 
this. They do this partly by the technique I 
have described, and partly by controlling very 
carefully the size of the lots. The 65- and 
70-foot lot is the average now. They do it by 
zoning and stipulating the size of the house 
that can be built. Generally speaking, in On
tario, this means 1,100 or 1,200 square feet. 
All of these together impose quite a problem 
on the building of housing for lower income 
people.

Senator Flynn: Do you suggest that these 
requirements generally are too high?

Mr. Higneii: Well, if I were running a 
municipality I would not think so, but being 
a person entirely interested in housing, of 
course, I do. I have made many speeches on 
this subject, but having in mind the burden 
on municipalities, and their total financing 
problem, it is not surprising really that they 
resort to techniques of this kind.

Senator Carter: What is the average value 
of the houses you build under these 
different—

Mr. Higneii: Well, for last year, 1967, the 
average loan made directly by Central Mort
gage and Housing Corporation was $15,500.

Senator Benidickson: What is the total 
housing upon which you calculate your 
average?

Mr. Higneii: There were 38,000 direct loans 
made by Central Mortgage and Housing 
Corporation.

Senator MacKenzie: Mr. Chairman, I have 
a question. It is not really relevant to the 
matter under discussion, but it has to do with 
C.M.H.C. It is with respect to university resi
dences. I think I know something of your 
present program, Mr. Hignett. We are grate
ful to you for providing this, but in some 
cases it would be very useful if you could 
make your services available for the renova
tion of existing residences rather than 
restricting them to new residences.

Mr. Hignett: Yes.

Senator MacKenzie: I think the same might 
be true of private housing as well in some 
cases.

Mr. Hignett: Yes. These facilities are avail
able for private housing in one or two ways, 
but at the moment not for university housing. 
This question has been brought up by the 
Foundation, and there is in the works a much 
more substantial bill to amend the National 
Housing Act. It will be a quite comprehensive 
bill.

Senator MacKenzie: I mean, to provide the 
same accommodation...

Mr. Hignett: This will provide for the 
acquisition of existing housing and the reno
vation of existing residences.

Senator MacKenzie: This would be very 
helpful in many cases, I am sure.

Mr. Hignett: This university housing legis
lation has been a spectacular success.

Senator MacKenzie: I know that.
Mr. Hignett: As honourable senators may 

remember, the man who pressed hardest for 
it was Senator Wall, and in the years since it 
was enacted in 1961 the capacity of residences 
on campuses has increased from 10,000 stu
dents to 50,000 students.

The Acting Chairman: Since 1961?
Mr. Hignett: Yes, since 1961. The federal 

Government has invested about $270 million 
in this kind of accommodation, and it seems 
to have turned out very well.

Senator MacKenzie: It has been most help
ful and satisfactory.

Mr. Hignett: And it has since been expand
ed into other educational establishments 
which have residential requirements. We can 
build nurses residences, residences for interns 
in teaching hospitals, and even for vocational 
training schools.

Senator MacKenzie: Our only problem at 
the moment is the increase in interest rates, 
and the money that the students are expected 
to pay.

Mr. Hignett: Yes, it is getting pretty rough, 
is it not?

Senator MacKenzie: Yes, it is getting rough 
on the students.

Mr. Hignett: Yes. These loans are made at 
the long-term Government rate which, as you 
know, is the lowest rate we can achieve. Even
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so, it is pretty high. At the moment it is 65 
per cent—nearly 7 per cent.

Senator Pearson: Who would provide the 
servicing of these residences at the 
universities?

Mr. Hignetl: They are owned and operated 
by the universities.

The Acting Chairman: Are there any other 
questions?

Senator Croll: I move that the bill be 
reported without amendment.

Hon. Senators: Agreed.
The committee adjourned.
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THE STANDING COMMITTEE ON BANKING AND COMMERCE 

The Honourable Salter A. Hayden, Chairman 

The Honourable Senators:

Aird Gershaw
Aseltine Gouin
Beaubien (Bedford) Grosart 
Beaubien (Provencher) Haig
Benidickson
Blois
Bourget
Bur chill
Carter
Choquette
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Hayden
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Lang
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Walker 
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Willis—(49).

Ex officio members: Connolly (Ottawa West) and Flynn. 
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Friday, March 
15th, 1968:

“A Message was brought from the House of Commons by their Clerk 
with a Bill C-208, intituled: “An Act to amend the Income Tax Act”, 
to which they desire the concurrence of the Senate.

The Bill was read the first time.

With leave of the Senate,
The Honourable Senator Lang moved, seconded by the Honourable 

Senator Cook, 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, on division.
The Bill was then read the second time, on division.

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

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

Robert Fortier, 
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
Friday, March 15th, 1968.

(32)

Pursuant to adjournment and notice the Standing Committee on Banking 
and Commerce met this day at 4.20 p.m.

Upon motion, the Honourable Senator McDonald was elected Acting 
Chairman.

Present: The Honourable Senators McDonald (Acting Chairman), Asel- 
tine, Blois, Burchill, Choquette, Connolly (Ottawa West), Cook, Fergusson, 
Flynn, Inman, Irvine, Laird, Lang, Macdonald, MacKenzie, McCutcheon, 
Paterson, Pearson, Pouliot, Power and Roebuck—(21).

Present, but not of the Committee: The Honourable Senators Deschatelets 
and O’Leary (Antigonish-Guysborough).

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

Bill C-208, “An Act to amend the Income Tax Act”, was considered.

WITNESS:

Department of Finance:
The Honourable Mitchell Sharp, Minister.

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

At 5.25 p.m. the Committee adjourned to the call of the Chairman. 

ATTEST:

Frank A. Jackson, 
Clerk of the Committee.
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REPORTS OF THE COMMITTEE
Friday, March 15th, 1968.

The Standing Committee on Banking and Commerce to which was referred 
the Bill C-208, intituled: “An Act to amend the Income Tax Act”, reports 
as follows:

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

All which is respectfully submitted.

A. H. McDonald, 
Acting Chairman.

Friday, March 15th, 1968.

The Standing Committee on Banking and Commerce to which was referred 
the Bill C-208, intituled: “An Act to amend the Income Tax Act”, has in 
obedience to the order of reference of March 15th, 1968, examined the said 
Bill and now reports the same without amendment.

All which is respectfully submitted.

A. H. McDonald, 
Acting Chairman.
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THE SENATE
STANDING COMMITTEE ON BANKING AND COMMERCE

EVIDENCE

Ottawa, Friday, March 15, 1968.

The Standing Committee on Banking and 
Commerce, to which was referred Bill C-208, 
to amend the Income Tax Act, met this day 
at 4.20 p.m. to give consideration to the bill.

Senator A. Hamilton McDonald (Acting 
Chairman) in the Chair.

The Acting Chairman: Honourable sena
tors, can we have the usual motion to print 
the proceedings?

The committee agreed that a verbatim 
report be made of the committee’s pro
ceedings on the bill.

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

The Acting Chairman: Honourable sena
tors, we have before us this afternoon Bill 
C-208, and we have as witnesses the Minister 
of Finance, together with Mr. Irwin and Mr. 
Davidson of the departments of Finance and 
National Revenue.

Honourable senators, I presume you would 
like the minister to make a general statement 
on the bill. Does that meet with your 
approval?

Hon. Senators: Agreed.

Senator McCutcheon: Would the minister 
also comment on the whole package, expendi
ture cuts and the freeze in the public service?

Senator Roebuck: All things and some 
others.

Hon. Mitchell Sharp, Minister of Finance 
and Receiver General: Thank you very much, 
Mr. Chairman and honourable senators. I 
don’t think it is an exaggeration to say that 
this piece of legislation has had rather a 
chequered history but the Senate did not 
have to decide whether this bill differed from

the bill previously introduced. I gather this is 
the first time that honourable senators have 
seen this famous taxation legislation.

The necessity of raising some additional 
revenues and of bringing our accounts into 
balance for the coming fiscal year was first 
put before the house in November 1967, and 
the bills were not disposed of before the 
recess at Christmastime.

As honourable senators will recall Bill 
C-193 was approved in principle on second 
reading, and in committee, but there was an 
accident on third reading and the bill was 
voted against. I hesitate to use the word “de
feated” because I am not quite sure whether 
that is a correct description of what 
happened...

Senator Flynn: And now we will never 
know.

Hon. Mr. Sharp: But at any rate the motion 
for third reading was not approved.

I felt, as Minister of Finance, and my col
leagues agreed, that it was essential to take 
fiscal action of equivalent importance. I 
therefore recommended to my colleagues, and 
they accepted my recommendation, that taxes 
be substituted for those that had been con
tained in Bill C-193, and I also recommended 
that there should be a further cut in 
expenditures.

Senator McCutcheon: To that extent it was 
a good idea that the first bill was defeated.

Hon. Mr. Sharp: That is of course a matter 
of opinion. I preferred my first collection of 
measures. Briefly, Bill C-193 provided for 
revenues in the fiscal year 1968-69 of some 
$425 million, and this bill provides for reve
nues of about $390 million. But the loss of 
revenues will be made up by a further cut in 
expenditures of $75 million, resulting in a net 
improvement in the overall budgetary posi
tion for the next year of some $40 million, 
and if our expenditure targets are achieved 
and our revenues prove to be accurately fore-
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cast, we will have a nominal deficit of $40 
million which to all intents and purposes 
represents a balanced budget.

Two items of course are not provided for in 
the expenditures for next year, one of them 
being the cost of Medicare, to the extent that 
it is put into effect by provinces, and the 
other is the handling of the Expo deficit. In 
regard to the latter perhaps I ought to 
explain that this would not require us to raise 
any revenues; we have already provided the 
money, naturally, for the carrying-out of 
Expo, but we have yet to dispose of the 
deficit which would be a matter of accounting 
and would not require us to raise any more 
revenues for that particular purpose. Howev
er, any cost of Medicare would represent a 
net addition to the expenditures and to our 
cash requirements as well.

As I have said on behalf of the Govern
ment, we will not permit our expenditures on 
Medicare to add to our deficit or to reduce 
our surplus, if we happen to have one. As 
you will see, this bill contains two major 
revenue items. First of all, a moving forward 
of the payment of corporation taxes for two 
months. The schedule for the bringing for
ward of those payments means that in the 
fiscal year 1968-69 corporations will have to 
pay some $240 million over and above what 
they otherwise would have had to pay had 
there not been an accelerated schedule of 
payments. As anyone who is familiar with 
business practices will know, that payment is 
in addition to the outlay of corporations for 
the payment of tax. Indeed, there is no way 
by which corporations can recover that 
money, except to go out of business, because 
in the end they would have paid up their tax 
somewhat more rapidly, and as they went out 
of business they would pay it at the end. But 
most intend to stay in business indefinitely so, 
to all intents and purposes, it means a net 
addition to taxes payable in the year. It also 
means a permanent addition to Government 
revenues. However, this is a once-for-all 
operation; that two months carry forward 
does not produce any revenue in following 
years. So, it is an addition immediately in this 
year of $240 million of additional revenue.

The second major proposal for the raising 
of revenues consists of a surcharge on taxes 
paid by individuals and by corporations, a 
surcharge equal to 3 per cent of the tax 
payable.

The late-lamented Bill C-193 had a rather 
different pattern, of a 5 per cent tax on

individual taxes, with a different floor and a 
different ceiling. This surtax on individuals is 
payable on the basic tax, about which I might 
answer any questions later. It is not exactly 
the same as the tax paid. It has a very techni
cal meaning. The surtax is not payable on the 
first $200 of basic tax. This eliminates from 
the burden of the surcharge some 2,400,000 
taxpayers, or approximately 36 per cent of 
the tax-paying individuals.

The second part of the proposal is to apply 
a surcharge of the same amount on corporate 
tax payable. Both of these are to apply in 
respect of the two calendar years 1968 and 
1969. The yield of those two taxes is $105 
million for individuals and $45 million for 
corporations.

Included in this bill is a proposal that we 
should provide a deduction from taxable 
income without limit not only for gifts to the 
Crown in the right of Canada but also for 
gifts made to the Crown in the right of prov
inces. We had been contemplating something 
like this for some time, and we felt that when 
we had the opportunity we should introduce 
it now.

Perhaps the best example I could give of 
the desirability of doing this is the case of the 
McMichael collection which is located just 
north of Toronto, in Kleinburg, Mr. McMichael 
had a magnificent collection of paintings 
from the School of Seven—particularly Jack- 
sons, Thompsons and so on—and he offered it 
to the Crown in the right of Canada, but the 
National Gallery was unable to accept it in its 
location; it had no facilities for a collection 
outside of Ottawa. So Mr. McMichael offered 
the collection to the Province of Ontario, and 
they accepted it. In order to deal fairly with 
this man who wanted to make this contribu
tion, it was necessary to provide for some 
relief from taxation by way of remission, and 
we felt it desirable, when we could, to bring 
the law into line with what I think is desira
ble public policy, to make such donations, 
when made to the Crown in the right of a 
province, deductible from income, just as if 
the gift had been made to Her Majesty in the 
right of Canada.

Of course, as the committee knows, we do 
provide for the deduction of charitable dona
tions, and have provided for the deduction of 
gifts in the right of provinces up to 10 per 
cent of the donor’s income; but in the case of 
gifts to the Crown in the right of Canada 
there was no limitation. So, now we have 
made that rule apply to gifts to the Crown in
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the right of a province, and we permit the 
taxpayer to deduct an amount up to the 
amount of his taxable income in a year, and 
then any carry-over into the second year. 
Those are the principal provisions of this bill.

There were some other provisions which 
were carried over from Bill C-193, but the 
Speaker of the House of Commons ruled that 
since they were identical they could not be 
reintroduced in this bill; but they were 
housekeeping matters and can easily be 
looked after when we bring down a regular 
budget in the spring. So, those particular 
omissions do not affect our revenues in any 
way, though they were desirable changes in 
the law.

The events of the last two or three weeks 
have confirmed in my mind—and, I think, in 
the minds of the members of the House of 
Commons—the necessity of following respon
sible fiscal policies at this time of great inter
national disturbance. I believe that it was 
because the House of Commons faced up to 
its responsibility of approving these revenue 
measures, and the Government faced up to its 
responsibilities in further reductions in 
expenditures, and the other actions which 
were taken—particularly the removal of the 
restrictions on direct investment which the 
United States had imposed for its own bal
ance of payments reasons, and the other 
measures which were taken to reinforce the 
resources at the disposal of the Government 
to defend the Canadian dollar—that it was a 
combination of all these things that has ena
bled us to weather this international storm as 
well as we have.

That is all I have to say, Mr. Chairman.

The Acting Chairman: That completes the 
minister’s remarks. Are there any questions?

Senator McCuicheon: You are still going 
to refund the refundable taxes to the corpo
rations?

Hon. Mr. Sharp: Yes, that was provided for 
in the legislation at the time.

Senator McCuicheon: But the timing is at 
your discretion?

Hon. Mr. Sharp: Yes, the timing was at my 
discretion and I said, if you remember, that I 
felt it was desirable to refund these amounts 
and not to wait until the end of the three 
years, because it seemed to me we were just 
going to be adding still further to the prob
lems at that time, and that it was better to

bring forward the payment of corporate 
taxes, and thereby provide part of the 
resources needed for this purpose.

A suggestion has been made that we are 
imposing the 3 per cent surtax for the purpose 
of repaying the corporations the refundable 
tax, but what we have done is bring forward 
the payment of corporate taxes, and in that 
way the corporations themselves are financing 
the repayment of this tax. If we had not 
refunded the corporate tax the corporations 
might not have had sufficient funds to bring 
about the expansion that is desirable.

This is one of the reasons why I suggested 
we should pay the refundable tax now and 
not postpone this payment. It seemed to me 
that the correct combination of policies was 
to try to neutralize somewhat the corporation 
tax, or the bringing forward of the payment 
of corporation taxes, by providing some 
increase in liquidity by paying in advance the 
refundable tax. I thought about the other 
possibilities, but discarded them as being 
inferior from the point of view of business 
conditions.

Senator Flynn: May I ask the minister a 
question, Mr. Chairman.

The Acting Chairman: Yes.

Senator Flynn: Did I hear you correctly 
when I thought you said you would not let 
the implementation of medicare change, or 
add anything to, the deficit?

Hon. Mr. Sharp: Yes, the general statement 
I made was to the effect that the cost of 
medicare would be met either by an increase 
in taxation or by reduced expenditures. In 
other words, I was not going to allow the cost 
of medicare to impair our fiscal position.

Senaior Flynn: It means that the 
implementation of medicare will require 
additional taxes?

Hon. Mr. Sharp: Yes, but just so that we 
see this in perspective I will say that if only 
Saskatchewan and British Columbia were to 
bring medicare into effect, or were to comply 
with our requirements and thus make them
selves eligible for federal contributions, on 
July 1, 1968, the cost within the fiscal year 
1968-69 will be less than $30 million. So it is 
not as yet a very substantial item.

Senator McCuicheon: Do you think you can 
save another $30 million?
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Hon. Mr. Sharp: Well, you know, when you 
get to those kinds ol figures you are not talk
ing about a very large increase in taxes, nor 
are you talking about a very large shift in 
expenditures. I am not withdrawing anything 
I said about the Government’s determination 
in this regard. I just thought that to put the 
problem in perspective I should point out that 
we are not talking about hundreds of millions 
of dollars; we are talking about relatively 
small amounts, providing those are the only 
two provinces that come in with medicare.

Senator McCutcheon: You could easily find 
several hundreds of millions of dollars if 
other provinces come in?

Hon. Mr. Sharp: You know, it has been 
said that I was trying to exaggerate the cost 
of medicare if every one of the provinces was 
in, but I think it will be found eventually 
that my estimates were quite realistic if, in 
fact, all the provinces do come in in that way. 
However, we shall see. At the moment there 
is no indication that they are all coming in.

Senator McCutcheon: And in that field even 
the most realistic estimates are usually low?

Hon. Mr. Sharp: That has been my experi
ence too.

Senator Flynn: V/hat do you expect to save 
from the decision to freeze the number of 
civil servants?

Hon. Mr. Sharp: We feel that if we are 
going to be realistic and make a further sub
stantial decrease in the rate of increase in 
expenditures, we must have some very strict 
limitation placed upon the number of public 
servants, because each public servant, I think 
it has been estimated, adds about $10,000 a 
year to the expenditures.

Senator McCutcheon: That is, on the
average?

Hon. Mr. Sharp: Yes, on the average it is 
something of that order. It is, however, a 
very tough rule, and I hope the committee 
does not minimize the extent to which the 
Government has attempted to economize. It 
was my view that the measures we took 
originally were themselves of such a nature 
as to require a very careful use of resources 
to—well, let me illustrate it in this way: Our 
expenditures have been rising at something 
like 10, 11 or 12 per cent in the previous two 
or three years. We were planning to reduce 
that rate to less than 4£ per cent. Well, costs

are rising, and salaries are rising substantial
ly. Moreover, when you look at v/hat has 
happened in Ontario, where the increase in 
expenditures during this coming year is 21 
per cent, you begin to understand just how 
strict has been our budgeting.

Senator McCutcheon: You begin to feel 
glad you are not in the field of education.

Hon. Mr. Sharp: But, we are. We are pay
ing half of the operating costs of institutions 
of higher education, and this is going to 
squeeze us. There are many of these items of 
expenditure that are not within the control of 
the federal Government, but are within the 
control of the provinces, because we have 
agreed to open-ended commitments to pay 
some proportion of the cost. In the case of 
institutions of higher education it is not a 
case of matching the provinces; it is just that 
we are paying half of the cost of the institu
tions of higher education, over which we 
have no control.

Indeed, we switched over to that system, 
and away from the system of per capita 
grants to provinces, in order that we would 
participate in the rising costs of higher educa
tion. That was criticized at the time on the 
ground that the federal Government was 
going to be operating through the provinces 
rather than directly with the universities. I 
do not know whether Senator MacKenzie 
agreed with this or not, but my own view 
was that it was a more flexible method of 
meeting the requirements of higher education.

Senator MacKenzie: This is always assum
ing that the provinces give that amount of 
money.

Hon. Mr. Sharp: Yes, but, you know, the 
more they give the more we give.

Senator MacKenzie: But they do not have 
to give it to the universities.

Hon. Mr. Sharp: All right, but they have to 
give it to institutions of higher education if 
they are to get more of our money. I know 
there are arguments on both sides, but it 
seemed to me that this was a more flexible 
way of meeting these requirements, and one 
that we shared with other institutions—not 
only the provinces, but with other people who 
are contributing to these institutions.

Senator McCutcheon: I take it that so far as 
the so-called squeeze on the Public Service is 
concerned, it is a numbers squeeze. The num-
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bers are not eroded further by deaths, resig
nations and retirements?

Hon. Mr. Sharp: No, this is a freeze on the 
total number at any time in the Public Ser
vice, and to the extent that people resign or 
die then there is room for new hiring.

Senator McCutcheon: Would you replace a 
grade one clerk with a deputy minister?

Hon. Mr. Sharp: It is theoretically possible, 
although it seems to me to be a waste of the 
deputy minister.

Senator Pearson: Can the minister tell us 
what effect this increase in corporate tax will 
have on the unemployment that we have in 
the country at the present time? Is this going 
to make the unemployment situation worse?

Hon. Mr. Sharp: This surtax is not a very 
heavy tax. It imposes a tax of only $45 mil
lion on corporations. For example, it means 
that the rate of tax on the first $35,000 now 
becomes 18.5 per cent instead of 18 per cent, 
and the tax of 47 per cent on income above 
$35,000 becomes 48.4 per cent. This is the 
effective rate of tax, so it is not a very sub
stantial increase.

Senator McCutcheon: There is always the 
last straw, you know.

Hon. Mr. Sharp: Yes, I recognize that, and 
that is why, if I may say so, I preferred my 
earlier version.

Senator McCutcheon: I would not object to 
you rearlier version combined with some of 
the things you have mentioned since.

Senator Pearson: The answer to my ques
tion is that it will not have any effect on 
unemployment?

Kon. Mr. Sharp: Well, what we have here 
is the necessity of following policies that pro
vide the maximum benefit, or do the least 
harm. There is no tax that is good or popular. 
It is just a question of having a tax that does 
the least harm and raises revenues most 
efficiently. I only wish there were some popu
lar taxes and some taxes that would promote 
production, but I do not think there are. If 
you have to raise revenues you have to take 
the money from someone.

I believe, however, on the other hand, that 
we are promoting the employment of Canadi
ans, and we are promoting stability of prices 
and costs by balancing our budget next year

more than we can by any other means. In
deed, if we are not successful in stabilizing 
the economy and in protecting the Canadian 
dollar it would, of course, have much more 
serious effects upon employment, so it seems 
to me that is the basis upon which one must 
defend these measures. They are an attempt 
to meet our expenditures permanently. I do 
not believe that is a very deflationary policy. 
If anything it is a neutral policy, but it is an 
improvement over the current year, at the 
beginning of which it appeared that circum
stances would be different.

I may say in this connection that one of the 
things that interested me and, as Minister of 
Finance, encouraged me a little bit was the 
report of the Organization for Economic Co
operation and Development. This is the 
organization of the chief industrialized coun
tries of the world.

Senator Connolly (Ottawa West): We spoke 
about that last night; not that report, but 
about O.E.C.D.

Hon. Mr. Sharp: Good. The members are 
Austria, Belgium, Canada, Denmark, France, 
the Federal Republic of Germany, Greece, 
Iceland, Ireland, Italy, Japan, Luxembourg, 
the Netherlands, Norway, Portugal, Spain, 
Sweden, Switzerland, Turkey, the United 
Kingdom and the United States. This is the 
Organization for Economic Co-operation and 
Development and its chief function is to try 
to attain desirable growth rates. They have 
set targets for all these countries collectively 
and we try to work together to follow policies 
that are mutually supporting and help us to 
attain these goals.

In the conclusions of this report, which was 
published in February, these words appear 
at the beginning of what was said about 
Canada:

In the last two years, with the trend of 
business conditions changing quickly, the 
authorities have on the whole been suc
cessful in maintaining relatively high lev
els of employment while combatting first 
excesses and then mildly recessionary 
tendencies appearing on the demand side. 
Both monetary and fiscal policies have 
been rather promptly adjusted to chang
ing conditions.

I know I have been criticized about chang
ing fiscal policies, and it has been said that I 
did not know what I was doing. However, I 
have always denied that, and I must say it is 
some gratification to see that a neutral and
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independent international agency should have 
felt that I was adjusting to changing condi
tions, as I felt we were doing.

Senator McCuicheon: You can always pick 
something out of the scriptures to justify your 
actions.

Hon. Mr. Sharp: I will read on. Verse 2:
A major and immediate problem facing 

the authorities in 1968 will be to achieve 
a better cost/price performance.

With those words I agree. That is why I 
feel this is a very useful report. First of all, 
of course, it does give some support to flexi
ble fiscal and monetary policies, and secondly 
it does highlight the problem we are facing in 
the immediate future, which is the need to 
achieve a better cost/price performance.

Senator McCuicheon: Would the minister 
like to say something about what is popularly 
called a Prices Review Board? I do not know 
what the board will be called.

Hon. Mr. Sharp: I will say a few words 
about it. The Prime Minister, in the house on 
second reading of this bill which is now being 
considered in this Senate committee, gave a 
description of the board and also the reasons 
why it is being recommended. As I see the 
problem it is this. It is quite clear, I think, 
from the experience we have had collectively, 
the countries in O.E.C.D. and others, that we 
need to have some supplement to fiscal and 
monetary policy, and the form of that supple
ment I think varies with conditions in the 
various countries. Our characteristics are 
those of an open society more exposed to 
foreign influences than almost any other 
country in the world. We export more and 
import more per capita than any other coun
try I know. We lie alongside the most power
ful economic power in the world. Therefore, 
to some extent our costs and prices are deter
mined outside the country rather than within 
Canada, so that the institutions which have 
been developed in other countries are not 
altogether suitable to Canada.

Moreover, in looking at the experience of 
other countries and looking at our own prob
lem it seemed to us that the conventional 
guidelines approach which had been used in 
the United States and in some other countries 
was not likely to be acceptable in Canada. 
Moreover, guidelines are basically an educa
tional influence. The success of guidelines is 
not to be judged on whether they are

observed but on what influence they have 
upon general trends. For example, the United 
States have had a guidelines policy in effect 
for a number of years and that guidelines 
policy was often breached. But looking at 
the history of that period it would appear 
that the fact that there were guidelines in 
effect did influence the nature of the wage 
and price decisions made in the major 
industries.

Senator McCuicheon: Would it be fair to 
say that you have changed your views on the 
use of what obviously would be voluntary 
guidelines?

Hon. Mr. Sharp: No, I have not, and I 
would like to go on to explain the develop
ment of my ov/n thinking. I can speak only 
for myself here. I do not know the develop
ment of my colleagues’ thinking in this field 
and I can only speak for my own thinking. I 
was of the view after looking at the situation 
that guidelines as such were not likely to 
work, and that was the view that the Eco
nomic Council came to also.

Senator McCuicheon: Yes, that is right.

Hon. Mr. Sharp: I should have brought 
along a paper I gave quite some time ago on 
this general subject to illustrate the way I 
was groping for an answer. I came to the 
conclusion, however, that to say that guide
lines were not the answer was not satisfacto
ry, because quite clearly fiscal and monetary 
policies alone are not likely to be sufficient. 
Therefore I was looking for some other tech
nique for influencing the course of these 
major decisions, to bring to bear upon those 
decisions public opinion and the general 
interest in stability. After thinking it over I 
came to the conclusion that about the only 
effective way of doing that was not by exhor
tation—and I have done a bit of exhorting 
myself—but by being able to focus public 
interest on the decisions, so that what we 
have in mind in this board, which has not yet 
been named, is a body which would take an 
interest in all the important decisions, wheth
er before or after, depending really upon the 
techniques that are developed, and to com
ment upon the effect of those decisions upon 
Canada’s competitive position.

I do not believe that we can expect to do 
very much better than the United States, 
under ordinary circumstances; but our policy 
ought to be aimed at seeing that we do not do 
worse. Because, if we do, then we jeopardize
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our foreign markets and we put our manufac
turing industries, that are competing with 
imports, at a terrible disadvantage. There
fore, the general aim of our policy ought to 
be to keep our profits in line with those of 
our competitors. This is generally the frame
work within which these ideas have been 
developed.

We do not believe that there is any point, 
either, in the Government saying “This is the 
plan, we hope people will observe it and we 
hope it will work”. The technique is to go to 
the trade unions, to go to the management, to 
the corporations and their associations, to go 
to the provinces, to go to all of these—per
haps to go to the consumer groups—to all of 
those engaged in this process, and say: “We 
would like to work out with you the tech
niques, so that you understand what we are 
trying to do and so that you are prepared to 
co-operate to the maximum in the working of 
these institutions.”

I believe this is the best that we can hope 
for. No one is going to observe mere exhorta
tion. Guidelines, if they are not observed, 
become worse than useless, worse than if 
they are positively attacked. Therefore, we 
must find some way of enlisting co-operation, 
because that is the whole purpose of the exer
cise. It is not to measure performance against 
guidelines: it is to influence decisions to the 
maximum in the interest of price and cost 
stability. This is the general idea we have 
developed and which lies behind the Prime 
Minister’s statement on second reading of this 
bill.

Senator Roebuck: Mr. Sharp, you made a 
statement that you knew of no taxations that 
promoted production?

Hon. Mr. Sharp: Yes.

Senator Roebuck: Have you ever consid
ered the taxation of land values? New Zea
land has a general tax on land values.

Hon. Mr. Sharp: We are looking at our 
taxation structure generally and I would have 
thought that when you look at the taxation of 
land values you should look also at the taxa
tion of other capital gains.

Hon. Mr. Roebuck: Capital gains?

Hon. Mr. Sharp: Yes, capital gains, because 
land values are just a form of that.

Senator Roebuck: I am not speaking of tax
ation of capital gains: I am speaking of taxa

tion of land values as such. New Zealand 
levies a percentage—I forget the amount 
now—on land values as such, assessed on the 
value of the land, like the municipalities.

Hon. Mr. Sharp: Oh no, we have never 
thought of taxing property.

Senator Roebuck: Section 92 covers any 
form of taxation, in other words.

Hon. Mr. Sharp: We have always considered 
that the taxation of land was one of the 
major sources of revenues of the municipali
ties and the provinces. We never thought that 
the Federal Government should move into 
that field. I agree with you that we have 
plenary powers of taxation, but we have 
never considered that—at least, I have never 
considered it.

Senator MacKenzie: Just for the record, I 
did not want the minister to feel that I am 
directing criticism at the generosity of the Fed
eral Government in respect of aid to universi
ties or higher education. What I had in mind 
was the control of the Federal Government 
contribution. As an illustration, if you have in 
a province a $20 million operating cost on 
higher education, $10 million of that will be 
provided to the schools by the Federal Gov
ernment paying it to the province; but the 
other $10 million might be made up of $5 
million from the province and $5 million from 
the universities. In equity, as it were, to the 
institution, the provincial government should 
put up $10 million against the federal $10 
million and not use it for hydro or something 
else, as they are entitled to do under the 
present legislation.

While I do not want to point fingers, I 
know some of the universities across the 
country are convinced that this kind of situa
tion has arisen and that they are not getting 
the full amount which it was expected they 
would get.

The other point, sir, which concerns me is 
the very great cost of capital necessary to 
take care of those buildings required on 
account of the increased registration of 
students.

This is a major problem in certain prov
inces, I know, but I did not want the minister 
to go away with the feeling that there was a 
criticism, from me at least, about the gener
osity, if you like, of the Federal Government 
in Ottawa, but it was easier for the universi
ties to deal with the matter when the moneys
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came to them directly rather than through 
another channel.

Hon. Mr. Sharp: Thank you very much. 
The only reason I referred to you, senator, 
was because I knew of your previous associa
tion with universities. I was not in any way 
suggesting that you were opposed to this. As 
you know, sir, when we paid the grands di
rectly to the universities, or almost directly 
to the universities, there was temptation on 
the other side for the province to say “We 
will find out first what the Federal Govern
ment will give and then we will make up the 
balance.”

Senator MacKenzie: I know that.

Senator Pouliot: I have one question. In 
connection with this subject of the subsidies 
that are paid to the university, I have never 
understood how it is that the constitution says 
that education is an exclusive right of the 
provinces, yet the Government of Canada 
pays subsidies for education, to the provinces. 
I find it strange. At first, the university 
depended on the generosity of rich wealthy 
friends. Then there were contributions from 
the provincial government, and then there 
came contributions from the Federal Govern
ment. Then the sky was the limit, the univer
sities never had enough. When they come to 
beg for money, they do not speak of the con
stitution at all; but if you want to have a look 
at their expenditures, they use the constitu
tion as a shield to protect themselves. The 
extravagance of the universities in the build
ing of expensive schools and so on has been 
noticed by Mr. Johnson, the Premier of Que
bec. He spoke of the extravagance of schools, 
“We give them money to help them and they 
build palaces.” They have the most expensive 
furniture that man could imagine. All that is 
supposed to be for education. I have a great 
deal of sympathy for you, but I would like to 
have some order in the whole business. I 
would like the provinces to be responsible for 
the expenditures they make and that Ottawa 
would be relieved from that burden. My 
intentions are pure.

Senator Lang: Mr. Minister, in the chamber 
this evening Senator McCutcheon, referring 
to the 3 per cent surcharge on individual 
incomes, suggested that the bulk of that 
imposition would fall on those whose taxable 
incomes were from $1,600 to $10,000 approxi
mately, which I presume would include a lot 
of hourly paid workers and so on, and that, 
to the extent of that imposition, its main

effect would be inflationary. In other words, 
it would lead to a demand for higher wages 
to compensate for the tax imposed.

Would you care to comment on that? It 
seems to me to be not without merit.

Hon. Mr. Sharp: Yes. Mr. Chairman, just to 
give an illustration, may I take a married 
taxpayer with two dependents who is earning 
$10,000 a year. I suppose nowadays these are 
highly paid workers. We could take one earn
ing $7,000 a year, but take $10,000. The surtax 
adds $36 a year to his tax. I have not heard 
of any suggestion that the increase in wages 
should be as little as that.

The Acting Chairman: As a matter of inter
est, Mr. Minister, what does it add to the 
$7,000?

Hon. Mr. Sharp: To the $7,000 it adds $14 a 
year. I do not think this can be used as a 
very strong basis for a wage claim. That is 
why I do not believe it is very important in 
this respect.

The $7,000 a year man pays $828 of tax 
now, before the surtax. Afterwards he will 
pay an additional $14. So the surtax is not 
going to be used as the basis for a wage 
increase, because a man who is earning $7,000 
a year is likely to be asking for a great deal 
more than that, whether there is any surtax 
or not.

Senator Lang: Mr. Minister, the eye is very 
much on the take-home pay. This amounts to 
a reduction in take-home pay in their eyes 
rather than an imposition of a tax on the 
income they receive. To that extent its effect 
on them is magnified out of proportion to the 
amount of money involved.

Hon. Mr. Sharp: A man earning $7,000 a 
year with two children pays another $1 a 
month. I have heard this argument, and it 
can only be seen in its true proportions by 
looking at the figures. Theoretically there is 
an argument, but a surtax of this amount 
does not add significantly. It does not add as 
much as a change in the price of gasoline 
occurring for some other reason than taxation 
or as much as any other minor changes. Four
teen dollars a year for a man who has $7,000 
income changes his income by some very, very 
small fraction of less than one per cent.

The Acting Chairman: Senator Cook, did 
you have a question?
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Senator Crook: I was going to move that no 
further questions be asked and that the bill 
be reported without amendment. That is all.

The Acting Chairman: Is it agreed?

Some Hon. Senators: Agreed.

Senator Macdonald (Cape Breton): On
division.

Senator Pouliot: Mr. Sharp, would it be 
possible to have a calculation showing the 
total amounts paid for education by the Gov
ernment of Canada. I would like to have the

total amount for each year for the last ten 
years.

Could you give me that information?

Hon. Mr. Sharp: If Senator Pouliot would 
like to drop me a note, Mr. Chairman, I am 
sure I could get the material together for him 
very quickly.

Senator Pouliot: Thank you.

The Acting Chairman: Thank you, Mr. 
Minister. If that is all, we will adjourn.

The committee adjourned.
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