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ORDER OF REFERENCE
Extract from the Minutes of the Proceedings of the Senate

TuespAy, May 20, 1958.
With leave of the Senate,

The Honourable Senator Aseltine moved, seconded by the Honourable
Senator Pearson—

That the Report of Central Mortgage and Housing Corporation for the
fiscal year ended the 31st of December, 1957, be referred to the Standing
Committee on Finance for consideration and report.

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

Resolved in the affirmative.

J. F. MAcNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS

THURSDAY, June 5, 1958.

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

Present: The Honourable Senators Hawkins, Chairman; Beaubien, Bur-
chill, Crerar, Dupuis, Horner, Leonard, Pearson, Quinn, Reid, Robertson, Smith
(Queens-Shelburne), Taylor (Norfolk), Turgeon, White and Woodrow.—16.

In attendance: the official reporters of the Senate.

The Committee proceeded to consideration of the order of reference of

- May 20th, 1958.

‘Mr. Stewart Bates, President, Central Mortgage and Housing Corporation,
was heard.

At 12.30 p.m. the Committee adjourned until Thursday next, June 12th,
at 10.30 a.m.

Attest.

JOHN A. HINDS,
- Assistant Chief Clerk of Committees.

58540-6—23% &






THE SENATE

STANDING COMMITTEE ON FINANCE

OrtAwA, THURSDAY, June 5, 1958.

EVIDENCE

The Standing Committee on Finance, to which was referred the report
of the Central Mortgage and Housing Corporation for the fiscal year ended
31st December, 1957, met this day at 10.30 a.m.

Senator Hawkins in the chair.

The CHAIRMAN: Gentlemen, we have a quorum. Will you please come
to order.

It will be recalled that at the organization meeting the question was
brought up as to the adequacy of the terms of reference. Following the
meeting the question was referred to the Steering Committee, and Senator
Beaubien, Senator White and myself had a talk with the Government leader,
Senator Aseltine. The leader thought that the terms of reference were wide
enough to cover most everything we would need. However, he did say that
if we had need for wider terms, to come back and he would facilitate our
having them approved.

You will recall that the terms of reference, as moved by Senator Aseltine,
on May 20th last were as follows:

That the report of the Central Mortgage and Housing Corporation
for the fiscal year ended the 31st December, 1957, be referred to the
Standing Committee on Finance for consideration and report.

In speaking to that motion, the leader said:

I would like to say a word on this motion now. It appeared last
night from the debate which we had on Bill C-10, to amend the
National Housing Act, 1954, that a number of senators would like to
have the whole matter of housing fully investigated with respect to
the past, present and future, and to have the National Housing Act
itself looked into. The purpose of my motion is to give the work
of this inquiry to the Standing Committee on Finance, which would
call officials of the Central Mortgage and Housing Corporation and any
other witnesses it might desire to hear.

I think these terms are broad enough, but I have had a talk with the
Clerk of the Senate, who said that he thought we would first have to know
what further powers we needed before we attempted to amend the terms
of reference. If we reach that stage, we could bring a report to the chamber
and ask for the authority we required. I gave this information to the Steering
Committee, and it was decided that we should carry on as we were until we
found what further authority we might need. I trust that action meets with
your approval.

We have with us this morning Mr. Stewart Bates, President of the Central
Mortgage and Housing Corporation, Mr. J. S. Hodgson, Liaison Officer of the
Corporation, and Mr. K. C. Joynes, Executive Director, of the Corporation. It
will be recalled that at the organization meeting I said that Mr. Bates had

7



8 STANDING COMMITTEE

indicated his willingness to prepare a brief in connection with this matter. He
is now here, and I will ask him to deliver his prepared material. Further,
I would ask honourable senators to refrain from asking questions until Mr.
Bates has completed his presentation. =

Mr. Stewart chfes (President, Central Mortgage and Housing Corporation):

Gentlemen, I was not quite sure what you would require of me, and so
I prepared what I thought would be a lead for you into this problem of housing,
and also the Crown corporation. In fact, our annual report covers two distinct
Acts: the National Housing Act and the Central Mortgage and Housing
Corporation Act. I thought, therefore, that my statement to you this morning
should be twofold, one covering the operation of the Corporation, in case you
wish to investigate the Crown corporation to some extent, and, secondly, the
part dealing with housing itself. So that as a lead I have here the two parts.
I might say, gentlemen, that we are very happy to have the opportunity to
come before you, as often as you please, because we are devoted to this
problem, and to have a group such as you interest yourselves in it is the most
desirable thing that can happen as far as we are concerned.

Mr. Chairman, my I proceed; and I think, gentlemen, you might just
wish me to read this, and read not too quickly.

Mr. Chairman, may I be permitted at the outset to express my appreciation
of the opportunity you have afforded me to appear as a witness before this
committee. If it is your pleasure, I would like to make an introdutory statement
on the Corporation as an instrument of Government, on its physical organiza-
tion, on its purpose and functions and on housing in Canada in its broadest
terms. I will then try to the best of my ability to answer any questions and
to amplify my statement in any way that you may wish. ~

The position of Crown corporations in our Governmental structure is not
easy to analyse. They present, as a group, more dissimilarities than points of
likeness in origin, purpose and modes of operation. I mean, for example, that
a Crown corporation like the Canadian National Railway must, by definition,
be given the powers and freedoms that are accorded to the Canadian Pacific
Railway almost, because it has to compete with that institution. An organiza-
tion like Polymer, on the other hand, something that is fairly remote from any
citizen, can run itself in a fairly independent fashion. A corporation like the
Canadian Broadcasting Corporation or Central Mortgage, which finally gets
before households with all the problems of wet basements and doors that won’t
close, is quite clearly much more political in its total connections, much
closer to the political scene. Every member of Parliament has some complaint
brought to him by a potential or existing home owner. Therefore the contrast
between, shall we say, Atomic Energy, and an operation like ours is very great
indeed, in terms of relationship with the Government, with the minister and
with the public. Some are direct agencies of the Government, attached to a
Government department, while others are proprietary and governed by a
Board of Directors responsible to the Government. Some obtain their funds in
the form of Government loans, others receive statutory appropriations from
Parliament.

In the case of Central Mortgage and Housing Corporation, a Board of
Directors manages our affairs and conducts our business; we receive funds in
each of the ways I have mentioned, through particular sections of the statutes
under which we operate.

One of these statutes is the Central Mortgage and Housing Corporation
Act, 1945 which established the Corporation. The others are the National
Housing Act, 1954 and the preceding Housing Acts of 1935, 1938 and 1944.
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.

The Annual Repart of the Corporation is a blended review of operations under
all the Acts. Because most aspects of housing come within the fields of property
and civil rights—a subject that is, of course, reserved under the British North
America Act to provincial jurisdiction—the National Housing Act provides
for encouragement of the investment of funds for housing production rather
than direct control of the production or use of the nation’s housing stock.
Central Mortgage and Housing Corporation is the Crown agency responsible
for carrying out all functions of the Federal Government in the housing field.
These are based almost entirely upon the provisions of the National
Housing Act.

In enacting its housing legislation, Parliament has defined the areas in
which the Corporation may operate, hdas provided the necessary funds, has
imposed overall limitations, has generally expressed terms of a dollar volume
of business beyond which the Corporation may not proceed without further
Parliamentary sanction and has accepted liability for the Corporation’s actions.

Broadly - speaking, the Corporation acts in an advisory capacity to the
Government and is responsible to Parliament through the Minister of Public
Works. Approval by the Minister or the Governor in Council is required on all
policy matters and all important financial items.

Central Mortgage and Housing Corporation consists of “the Minister and
those persons who from time to time comprise the Board of Directors.”

I think you will find that in most Crown corporations the minister is
not included. That is one difference between us and others,—that in the Act
itself the minister is defined as part of the corporation.

The Board of Directors consists of a President and Vice-President and
eight other members—three of whom are selected from the public service of
Canada. The remaining five are appointed from outside the public service and
in practice they have been selected as representatives of various facets of
Canadian endeavour, including the fields of architecture, social service and
" labour. The President and Vice-President hold office for a term of seven
years.

The three directors selected from the public service are appointed by
the Governor in Council and hold office during pleasure. The five directors
selected from outside the public service are appointed by the Minister, with
the approval of the Governor in Council, and hold office for a term of three
years.

Our board is made up of eight people: three public servants appointed by
the Government, five outsiders appointed by the minister and approved by
the Government.

There are two appointments made by the board itself: those are the
appointments of the president and the vice president, but these have to be
confirmed by the Governor-in-Council. So in effect the Governor-in-Council
has a close control over the total formation of the board.

The statute provides that there shall be an Executive Committee of the
. Board of Directors consisting of the President, Vice-President and two other
directors selected by the Board.

Section 17 of the Central Mortgage and Housing Corporation Act provides
for an authorized capital of $25 million, which was paid to it by the Minister
of Finance when the Corporation started operations on January 2, 1946. Under
the same statute, the Corporation may establish a reserve fund of $5 million
out of its profits and, after building up this reserve, is required to pay, and

has paid, all its profits to the Receiver General. The Corporation is required
to pay income tax.
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Section 31 of the Central Mortgage and Housing Corporation Act requires
that the Minister shall, with the approval of the Governor in Council, appoint
two auditors to hold office for a term not exceeding two years, to audit the
affairs of the Corporation.

You recall, gentlemen, that under the Financial Administration Act of
1951 the Auditor General of Parliament was given power to audit all Crown
corporations. In our case he has approved the appointment of outside auditors,
each for two years, to act on his behalf.

The Corporation also has statutory borrowing powers. The legislation
authorizes the Minister to advance to the Corporation from time to time out
of the Consolidated Revenue Fund funds for purposes specified in the National
Housing Act and the Central Mortgage and Housing Corporation Act. In return,
the Corporation gives to the Minister debentures undertaking to repay such
advances with interest.

The income of the Corporation is derived from interest earned on loans
made under the Housing Acts, property rentals, interest earned on the
Corporation’s share of Federal-Provincial agreements, interest earned on
insured mortgage loans, fees earned for services rendered to Government
agencies and net profits realized on the sale of real estate. .

These are fully spelled out in our financial statement. In the covering
document that I have prepared for you today I have not gone into any detail
with respect to this financial statement, but of course I would be happy to
do so if you so wish.

In its early years, the Corporation was one of the Crown Corporations
that had little to do with the public directly. It dealt with lending institutions
according to a well-defined pattern set out in the statute and the Regulations.
It enjoyed considerable autonomy. In 1947, two extensions of function increased
the Corporation’s contact with the public: by taking over- Wartime Housing
Limited, the Corporation became landlord to 17,000 tenants, a number that
soon increased to 50,000 with the build up of Veterans’ housing at the end of the
war. Authorization was also given in that year to make direct loans. Since
1935, governmental participation had been in the form of a share of each loan
jointly with a lending institution. The 1947 amendment enabled the Corporation
to make the full amount of the loan in cases where mortgage financing was
not otherwise available.

In 1949, an amendment to the National Housing Act made the corporation
an agent of the Government, subject to Federal Government and Governor
in Council approval, in negotiating Federal-Provincial housing and land
assembly agreements. In addition, the Defence Production Act assigned the
building of Department of National Defence housing to the Minister of Public
Works, an authority that is, in turn, delegated to the Corporation.

I believe, Mr. Chairman, that my statement to this point may serve for the
moment as a broad description of the nature of the Corporation, its management
and its relationship with the Government and with Parliament. I would now
like to turn, if I may, to the physical deployment of the Corporation and its
personnel throughout the country. :

By the very nature of its business, the Corporation enters into contractual

relationships on a day-to-day basis with many individuals and organizations -

from one coast to the other. To facilitate these operations and to provide the
speed and quality of service that the public has come to expect in housing mat-
ters, it has been necessary to establish a fairly extensive field office system.

In discussing our physical structure, it is perhaps proper to start with
Head Office. This, as you know, is located in Ottawa on the Montreal Road. Then,
there are five Regional Offices, one each in Halifax, Montreal, Toronto, Winnipeg
and Vancouver. Members of the Committee will have noted on the inside
back cover of the annual report the location of other field offices.
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Under our presently constituted form of organization, head office and
Government is responsible for “what” our field offices do; while the regional
offices ensure that the duties are properly carried out. Including a head office
strength of 520, our total staff numbers 1,889 persons. Three years ago it num-
bered 2,350 persons. I bring this to your atention, honourable senators, to
indicate that although our business has increased in three years we have been
able to effect certain economies in operation. This staff includes compliance
inspectors, appraisers, plans examiners, supervisory staff, clerical personnel
and technicians, including architects and engineers.

The Corporation is, for all purposes, an agent of Her Majesty and the
powers it has may be exercised only as an agent of Her Majesty. There is only
one exception—the employment of personnel.

We are free to hire or fire personnel. We do not come within the Civil
Service Act nor do we come within the Superannuation Act of the federal
Government. I might say that that freedom of hiring and firing is not quite so
free as you might imagine. As a corporation in Ottawa, we have pretty well
got to follow governmental classifications whether it is with respect to stenog-
raphers, architects or engineers. We are pretty well committed to government
classifications. I think I may say in my three years with the Corporation I am
only aware of two civil servants who have resigned from the Government to
come to the Corporation. I am one of them. On the other hand, I am aware of
hundreds of resignations by employees of the Corporation who have gone to the
Civil Service. I think this is an indication that we are not overpaid at our end
of the field. However, this is just a commentary break in passing. I think the
employment of personnel is most important in permitting re-organization. We
could not have re-organized as we did and dispensed with 500 personnel had
we been under the Civil Service Commission.

Senator CRERAR: Hear, hear.

Mr. BaTES: This could not have been done. These changes are more definite
than the framework which constitutes the Civil Service. I would say, in passing,
that we do regard ourselves as part of the public service of Canada.

Members of the Committee will have read on Page 2 of the Annual Report
a very brief summary of the specific functions of Central Mortgage and Housing
Corporation. Perhaps it would be helpful, Mr. Chairman, if I now amplified this
statement of responsibilities.

The first of these in the order shown in the report is to insure mortgage
loans on new housing made by private lenders—banks, life insurance and
trust and loan companies and other approved lenders. This is an arrangement
that was introduced with the National Housing Act, 1954. It was at the same
time, and in an effort to encourage the flow of private mortgage funds into
new housing, that the chartered banks became, for the first time in Canada,
approved lenders under the Act.

I have continued here with a couple of paragraphs to try and define
for you what an insured loan is. Some of you will know this but perhaps
I could go through it anyway. A

Perhaps I can best define an insured loan by describing quickly the
procedures followed. An individual home-owner applicant may go to an
approved lender of his choice with the plans and specifications for a specific
house on a specific lot. If the lender is satisfied with the proposal and has
funds available, he assumes responsibility for ensuring that the borrower is
credit-worthy. He then submits an application to the local office of the
Corporation. The lot is inspected by us, the plans are examined to ensure
that they comply with the building standards and an evaluation of the proposed
property is made. As of 1958, preparation of the building standards became
a responsibility of the Division of Building Research, National Research

Council, instead of the Corporation.
58540-6—3
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We find ourselves up to this point being in the invidious position of being
the legislator. That is, we were making the standards and we were the police-
men to police these standards and we were the judges to determine whether
the standards were properly complied with or not. So we have been able to
break out of this unpleasant situation and we have passed the legislative
function of the making of standards over to the National Research Council, and
we have become merely the policemen of the standards now.

Based on the evaluation or appraisal, a loan amount is determined from
the formula set out in the statute and the approved lender is informed that
the Corporation is prepared to insure a loan in that amount. If the borrower
finds the loan amount acceptable, physical inspections are made by the Cor-
~ poration during construction and, if mortgage advances are to be insured, the
lender is advised of the amount and timing of such advances.

It should be emphasized that the funds used for an insured loan are those
of the lender—that is, banks, life insurance and trust and loan companies
and other approved lenders—but the lender is substantially insured against
loss by the Government. The borrower pays an application fee in cash of $35.
That is supposed to cover our cost of the appraisal and the inspection of the
house during construction. It costs us about $120 to do this job. An insurance
fee is charged against the mortgage account.

This fee makes up the mortgage insurance fund that was referred to in
the discussions of the Senate, and as set out in our statement. We are the
trustees of that fund. It now amounts to over $30 million. The fee, 2 per cent,
is paid by the borrower but the insurance is for the lender in case something
goes wrong. If there is a foreclosure the fund is used to recoup the lender.
He claims on the Corporation for his insurance. 1

A house builder may also obtain insured loans through an approved
lender of his choice and the procedure is precisely the same until a purchaser
comes forward. At that point, the purchaser assumes the mortgage obligation
and the builder is released from the covenant. Similarly, rental accommoda-
tion may be financed by an insured loan. Here; the amount of loan is based on
809 of the lending value and the maximum period of repayment is 25 years.

It is under the insured loan arrangement that the bulk of National Housing
Act loans has been made since 1954—at least until'last year when private
funds were flowing less freely.

Interest on an insured loan may be at any rate agreed to by the lender
and the borrower but must not presently exceed 6% per annum. The amount
of loan is based on 90% of the first $12,000 of lending value—the Corporation’s
evaluation,—together with 709 of the balance of lending value. The maximum
loan for a single family dwelling is $12,800. Loans are repayable in monthly
instalments, together with interest, over a period of 25 to 30 years.

Another function of the Corporation is to provide guarantees to banks on
loans made for home improvement purposes and to life insurance companies
and private investors of their returns from moderate rental housing projects
built by them. ;

A home improvement loan is intended to finance the improvement of
existing houses. The loan may be applied to the cost of labour, materials and
equipment for any of a wide variety of alterations, repairs and permanent
additions. The maximum loan available is $4,000 for a one-family dwelling.
Loans are repayable in monthly instalments, together with interest, in not
more than 10 years. The current rate of interest is 6% and the lender is
required to collect from the borrower an insurance fee of 1% of the amount of
the loan.
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‘Section 14 of the National Housing Act authorizes the Corporation, under
certain conditions, to guarantee for a premium, returns of private investors
from moderate rental housing projects. While this section is technically oper-
ative, the related loans under Section 15 are rarely available through approved
lenders and the Government has instructed the Corporation that “direct” loans
are not to be approved in this category.

The Corporation is also authorized to offer guarantees to life insurance
companies for low cost or moderate cost rental housing projects or to institu-
tional investors for land development. There has been no activity under these
headings in recent years.

A third function of the Corporation is to make mortgage loans on low and
moderate rental housing projects to prospective home-owners unable to obtain’
loans from private NHA lenders; and through agents of the Corporation to
borrowers for low cost housing.

Under Section 16 of the National Housing Act, the Corporation, with the
approval of the Government, may make a loan to a limited-dividend housing
company to assist in financing the construction of a low rental housing project.
A loan under this section may not exceed 909 of lending value. The present
interest rate is 419%. The period for repayment may not exceed the useful life
of the project and, in any case, may not be for more than 50 years. The
borrower enters into an operating agreement, with the Corporation fixing

rentals, income ranges of eligible tenants and the establishment and use of
reserves. :

Section 40 of the National Housing Act authorizes the Corporation to make
any type of loan that may be made by an approved lender under Part I of the
Act where, in the opinion of the Corporation, a loan is not available to a satis-
factory applicant through an approved lender. These loans are made on the
same terms as if they had been made by approved lenders. This refers to parts
of the country where there are no lenders, such as small towns and rural areas.

In 1957, a shortage of mortgage funds from approved lenders under the
National Housing Act developed and, in spite of a substantial increase in the

~ Corporation’s direct lending operations, the volume of new residential construc-

tion declined and the building of smaller and lower priced homes suffered the
most. A reduced rate of approvals also forecast a drop in construction during
the winter of 1958. :
To meet this situation, the Prime Minister announced on August 21, 1957
that the Government would make available about $150 million for small home
loans in all parts of the country. This amount was augmented by an additional
$150 million in December. The funds were made available to borrowers through
the approved lenders acting as agents of the Corporation. In other words,
federal Government funds were used to supplement the flow of private mort-
gage financing but the loans were placed by approved lenders for a fee. Loans
were approved for home-owner applicants, builders and rental investors.
Builders were limited to 25 loans in each area in which they were bona fide
operators and rental investors were restricted to 100 units each. The so-called

agency arrangement was suspended on April 10 because the funds provided by
Parliament were virtually exhausted.

As members of the Committee will recall, a further amount of $350 million
was recently provided by amendment to Section 22 of the National Housing
Act. It is the Government’s intention—and the Corporation has been so
instructed—that these funds be placed directly by the Corporation on a
residual basis—that is, we are now concerned primarily with supplementing
the supply of mortgage money for low cost housing in areas where normal

~ lending facilities are not considered to be adequate.

58540-6—33
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For home-owner applicants, these areas include centres with populations

in excess of 55,000; and a bona fide builder may apply in any area, regardless
of population. Many of the limitations of the agency arrangement have been
carried over for the present, including requirement that the aggregate of
Corporation loans and loans obtained under the 1957-58 agency arrangement
may not exceed 25 units for any one builder. That is, the builder is still under
the 25-unit limit put on last September.

Applicants for Corporation loans will be required to obtain refusal letters
from at least two approved lenders normally expected to make loans in the
area.

In other words, we stand as a residential lender anywhere in the country.
If a home owner or builder comes to us with a refusal letter from two approved
lenders, we stand in a residual position ready to lend, if he is credit worthy
and if the project is satisfactory. In other words, the agency arrangement is

for the present cancelled, and we have become a direct lender—not through

the agency operation, but directly as a residual lender; and the 25-unit limit
is maintained on the builders as at present. It may well be modified by August
in preparation for winter work. This may be reconsidered by the Government
if there seems to be a demand for rental accommodation, and if it seems advis-
able to consider augmenting the next winter program; but at this moment
there is an adequate flow of mortgage funds going to builders, and we stand
ready with part of these new funds we have available to step in every
instance where a loan is not available.

The authority of the Corporation to buy and sell mortgage loans is given
by two statutes—the National Housing Act and the Central Mortgage and
Housing Corporation Act. Under Section 11 of the National Housing Act, the
Corporation may purchase an insured loan from anyone who owns one; make
loans to an approved lender on the security -of insured loans; and sell to an
approved lender any obligation owned by the Corporation, insured or otherwise.

Parliament apparently had in mind that these insured mortgages might
be given greater liquidity, that they might some day become a kind of mortgage
bond to be traded, bought and sold in the secondary mortgage market. A small
mortgage market has developed: some $200 million of these mortgages have
been sold over the past three years, mainly by banks selling them to pension
funds and institutional bodies of that type. So, there is a small secondary
mortgage market already developed.

So far as the Corporation is concerned, we have not been able to engage
in the purchase of these mortgages, because the. Government has not seen fit
to use this instrument. Had the Government seen fit to do so last fall, instead
of appointing banks our agents, we could have gone out and bought their
mortgage paper from them on the understanding that they would put the
new funds into housing. 1

This would have been another way of achieving the same end; we could
have bought the mortgage paper from them, the funds could have gone into
housing, we could have held the mortgage paper, and if at any future date
the banks were flush with funds again, they could buy the paper back from us.
But this kind of market operation has not developed. The sale of mortgages
have been bilateral sales like banks to pension funds.

The funds for purchase transactions may be provided from the Corpora-
tion’s capital or its reserve or out of money appropriated by Parliament under
Section 22 of the National Housing Act. The only sales to date have involved
the sale to the Bank of Montreal of approximately 200 residual direct loans.
By a reciprocal arrangement, the mortgage loans so sold were re-sold to the
Corporation’s pension fund.
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I found myself as a trustee of the pension fund in our Corporation, unable
to buy one of our own loans because of some technicality in the National
Housing Act. So, we had to sell the loan to the Bank of Montreal, which is an
approved lender, and it re-sold it back to the pension fund.

The principal reasons for lack of activity under this section are that
the life insurance companies generally invest for holding purposes; the banks,
by policy, do not sell mortgages until insurance policies have been issued; and
the Corporation has made no active effort to purchase loans from approved
lenders.

The Corporation holds mortgage assets in respect of joint loans made
under earlier legislation and also as a result of loans made to individuals or
corporations under various lending provisions of the National Housing Act.
We also hold mortgages and agreements of sale associated with sale of Corpora-
tion property. Statements IV and V on Page 31 of the Annual Report show the
distribution of these assets.

Under Section 36 of the National Housing Act and complementary provin-
cial legislation, the Government of Canada and the Government of a Province
may enter into agreements for the construction of houses for rent or for sale.
This is known as the Federal-Provincial arrangement. To the present time,
activity under this Section has been limited by policy to rental projects—no
houses for sale, only rentals. !

Capital costs are borne 75% by the Federal Government and 25% by the
Provincial Government. The Provincial Government may require the munici-
pality to participate in the 259 Provincial share. Amortization of capital costs
is spread over periods not exceeding 50 years. The rates of interest at which
the Federal and Provincial Governments advance money are based on their
current long-term borrowing rates. On completion of a project, the.capital
recoveries from rentals are shared by the governments. Any operating deficits
are shared in the same way as original costs.

_ These rental housing projects are of two types. The scale of rent is decided

according to a man’s income and the number of children he has. For instance,
a man may live in a four-bedroom unit and pay a rental of only $25 a month,
while another tenant in the same project with fewer children and a higher
income may pay $75 a month, and his subsidy may be nil.

In full recovery projects—that means recovery of capital and interest,
where the project pays its own way—rents are set at a level sufficient to amor-
tize capital costs and to cover operating expenses. Federal-provincial housing
projec¢ts are initiated by the municipalities which submit applications to the
province.

On much the same basis, Federal-Provincial land assembly projects are
intended for the provision of serviced lots in areas where the lack of fronting
services is impeding house construction. Cost of land assembly projects are
financed 759% by the Federal Government and 259% by the Province. The
Province may require the municipality to bear part or all of its 25% share.
Municipalities are responsible for the initiation of land assembly projects.

The Minister of Public Works may enter into agreements with munici-
palities to assist in the clearance, re-planning, rehabilitation and modern-
ization of blighted and substandard areas. The assistance is by financial
contribution not exceeding one-half of the cost of acquisition and clearance
of the area, paid either to the municipality or to the municipality and the
province jointly. The Corporation acts as agent of the Minister for the
purpose of such agreements.

In 1956, Parliament broadened the provision of this Section. Whereas
cleared sites formerly had to be used for a low cost or moderate cost rental
housing project or for public purpose, like a public park, the cleared area
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is, under the amendment, to be used for its ‘“highest and best use”. This
may be for commercial or industrial purposes as well as for housing or
for a public purpose but the area, at the time of acquisition or after re-
development, must be substantially residential. That is, before the
redevelopment or after it must be substantially residential in order to
justify the participation by the federal Government in the project.

The amount of Federal grant was also formerly limited to one-half
the difference between the lesser or the actual or estimated cost of acquisi-
tion and clearance and the price or value of the cleared land. Under the
amendment, the Federal Government may pay to the municipality up to
one-half of the cost of acquisition and clearance. The proceeds from the
sale or other disposition of the cleared site are shared equally by the munici-
pality and the federal Government. That is to say ,we pay half the cost,
and we share half the proceeds. '

Also under the National Housing Act and with approval of the Govern-
ment, the Corporation may make arrangements with a Province, or with a
municipality with the approval of the Province, for grants to conduct special
studies of conditions in urban areas, regarding the improvement of housing,
the need for. additional housing or urban redevelopment.

The - Corporation- may construct, own and manage housing projects
on its own account and on behalf of Federal Government departments and
agencies. Following World War II, the Corporation assumed the management
of housing units constructed for munition workers by Wartime Housing
Limited and' a number of projects constructed by Housing Enterprises of
Canada Limited. In addition, the Corporation constructed housing projects
for the families of veterans and has also undertaken the management of
housinge. projects owned by other government departments or agencies. At
the end of 1957, the Corporation had under management 13,690 units in
single and multiple unit projects in more than 100 municipalities across the
country.

During the peak years we-had more than 55,000, but gradually we have
disposed of these by sales to the tenants. So, we have gradually brought
down our position as landlord to 13,000, as it stands today.

The Corporation has designed and administered the construction of
housing and certain other buildings on its own account and for govern-
ment departments and agencies. Its responsibilities comprise architectural
and engineering designs, calling of public. tenders and the administration
of the construction contracts—including any necessary on-site surveys and
engineering. On such contracts, the Corporation carries out full architectural
and engineering inspections. Incidentally, the other departments of Govern-
ment pay us a fee for doing this.

Under Part V of the National Housing Act, Central Mortgage and
Housing Corporation is instructed to encourage the development of better
housing and sound community planning and to conduct housing research.
Similarly, under Section 26 of the Central Mortgage and Housing Corpora-
tion Act, the Corporation is directed to undertake research on mortgage.
financing. Consequently, the Corporation is concerned with building tech-
nology in the formulation of standards for housing construction, in the use
of suitable materials and in the development of new building techniques.
The economic research activities of the Corporation are focussed mainly
upon measuring the value and volume of new residential construction,
analysing the sources of funds used for new house building, measuring the
flows of mortgage lending in Canada and studying the demand for housing
as it is related to population increase, demographic characteristics, income
levels and the stock of housing.
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The Corporation also examines proposed project layouts of house builders
or land developers applying for loan insurance under the National Housing
Act. These developments range from small housing projects under 100 units
to large scale enterprises, including the development of new towns. Apart
from information provided direct, the Corporation has a statutory responsibility
for causing a wider public understanding of sound community development.
The principal instrument for this purpose is an independently-incorporated
national society of volunteers, the Community Planning Association of Canada.

As a service to the public, the Corporation has published a series of books
illustrating houses and the Canadian Housing Design Council, formed in May,
1956 and sponsored by the Corporation, is dedicated to the encouragemen