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'ORDER OF REFERENCE

Fripay, May 26, 1939.

Ordered ‘That the following Bill be referred to the said Committee:—
- Bill No. 132, An Act to incorporate the Central Mortgage Bank. -

ARTHUR BEAUCHESNE,
Clerk of the House.






MINUTES OF PROCEEDINGS

Monpay, May 29, 1939.

The Standing Committee on Banking and Commerce met at 11.15 a.m.
Mr. Moore, the Chairman, presided.

Members present: Messrs. Cahan, Cleaver, Coldwell, Donnelly, Dubuec,
Dunning, Hill, Ilsley, Jaques, Kinley, Landeryou, McPhee, Maybank, Moore,
Perley, Plaxton, Quelch, Ross (St. Paul’s), Stevens, Taylor (Nanaimo), Thorson,
Tucker, Ward, White. '

In attendance: Dr. W C. Clark, Deputy Minister of Finance and several
representatives of Insurance, Loan, Mortgage and Investment Companies.

The Committee had under consideration Bill No. 132, An Act to incor-
porate the Central Mortgage Bank.

Hon. Mr. Dunning, Minister of Finance, made a brief statement on the
proposed legislation. He also referred to a letter received from a member of
the Senate suggesting that the Senators be invited to attend the sittings of the
Committee during the consideration of this bill.

Ordered that such an invitation be extended to the Honourable Members
of the Senate.

On motion of Mr. Kinley,

Resolved,—That representatives of the financial institutions present be
heard, providing they present their views with as little duplication as possible,
and preferably by selecting one of their group to make the presentation.

Mr. T. D’Arcy Leonard, K.C., General Counsel for the Dominion Mortgage
and Investment Company, was called.

Mr. Leonard made a general statement and was questioned.

At 1 o'clock the Committee adjourned until 4 p.m.

AFTERNOON SITTING

The Committee resumed at 4 o’clock.

Members present: Messrs. Cahan, Cleaver, Coldwell, Donnelly, Dubue,
Dunning, Hill, Ilsley, Jaques, Kinley, Kirk, Landeryou, Leduc, McPhee, May-
bank, Moore, Perley, Plaxton, Quelech, Ross (St. Paul’s), Stevens, Taylor
(Nanaimo), Thorson, Tucker, Ward.

Mr. Leonard recalled and further examined.

At the request of the Committee, Mr. Leonard agreed to submit a list of
the member companies in the Association represented by him.

Witness retired.



, At 6 o’clock the Committee admumed until to-morrow, Tueadsy, M&E
at 11.15 a.m. RIS pAT LSy s
(e g ® ABSENAULT;

: Clerk of the Committee.




MINUTES OF EVIDENCE

House or ComMons, Room 277,
May, 29, 1939.

The Standing Committee on Banking and Commerce met at 11.20 a.m.
The Chairman, Mr. W. H. Moore, presided.

The CuamrMaN: Order, gentlemen. “An Act to Incorporate the Central
Mortgage Bank.” Is it your pleasure to have a statement from the minister?

Hon. Mr. Dux~yinGg: Mr. Chairman, before making a statement, may I say
to the committee that I have a letter here from a senator in which he suggests
that when the banking committee of the house meets, the committee should
send an invitation to the senators to come as guests to listen to the representa-
tions made to this committee. “The reason I suggest this is I think it will save
time, because, otherwise, it will simply mean there would have to be a meefbmg
of the bankmg committee of the Senate to hear the evidence all over again.
My impression was that the senators are perfectly free to attend as members
of the general public, any meeting of a committee of the House of Commons,
but, perhaps, Mr. Chairman, the committee might like to do something specific
in that regard. I think the suggestion was made from the standpoint of expedit-
ing business. Perhaps it would be well to let it go on the record that senators
will be especially welcome.

The Cmamman: Bill 132, an Act to Incorporate the Central Mortgage
Bank. Shall the preamble carry?

Mr. Creaver: I wonder, Mr. Chairman, if it would not be well to have
there just a general statement from the minister?

Hon. Mr. Dun~iNg: Mr. Chairman, I do not want to take either the time
or space on the record which would involve traversing again the ground which
has already been covered in the House of Commons on the financial resolution
and also on the second reading. Perhaps, if I were to refer the committee for
the sake of greater clarity to Hansard of May 6th, page 3921, and Hansard of
May 23rd, commencing at page 4691, a perusal of those two issues of Hansard
of the House of Commons will supply anything which might be lacking in any
statement which I might make this morning.

The principle of the bill is based entlrely on voluntary co-operation because,
of course, the jurisdictio
under the bankruptey principle which has been applied in the Farmers’ Creditors’
Arrangement Act. The terms of the measure are limited to certain classes of
corporate lenders, for the reason that we can offer them certain inducements in
return for their acceptance of certain obligations. I dealt in the house with the
obligations we asked lenders to accept. I might say—

Hon. Mr. Caman: Would the minister speak a little more loudly, please?

Hon. Mr. Dun~ing: I will try to do so.

The member companies created by the bill will be required to adjust their
existing mortgages in accordance with the terms of it; that is, to write off all
arrears of interest in excess of two years on all farm mortgages; and on all
urban home mortgages in which the principal sum does not exceed $7,000. They
will also be required to adjust the terms of such mortgages to a future interest
rate of 5 per cent, and to adopt the amortization principle of repayment over
a term of years,

Mr. Praxron: Is there any fixed term?

es is limited; except
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Hon. Mr. Dun~inG: Twenty years except for certain special categories of

loans. Offered to the lending institutions is, first, that the mortgage bank to be
created will issue its own 3 per cent 20 year debentures to the lending institution
to the extent of 50 per cent of the loss incurred by the lending institution in
carrying out the obligations respecting write-offs to which I have just referred.

The member company also will get the right to sell its own long term
securities to the Central Mortgage Bank as a means of raising funds at any time
in the future. It is obvious that the provisions of such a bill cannot be adopted
to provide for individual private mortgage loans. In the case of the institution
its obvious that that degree of security enabling close interest rates can be secured
only by reason of the fact that good and poor mortgages all go into the pot,
80 to speak, whereas any machinery which had for its object dealing with indi-
vidual mortgages on a voluntary basis obviously would not bring in those indi-
vidual mortgages which were in good standing from the standpoint of the lender,
and would only bring in those which from the standpoint of the lender were bad.

Mr. Creaver: Mr. Chairman—

Hon. Mr. Duxxing: Would my hon. friend allow me to finish? I know I
am not telling members of the committee anything new, but at the request of
the committee T am trying to make what is practically over again the statement
I made in the house for the sake of the record of this committee.

I need not go further into difficulties connected with trying to deal with
individual mortgagees; they will be apparent in the minds of all the members
of the committee: this much is apparent, however, that the terms upon which
mortgage funds will in future be made available from any source will beyond
doubt be affected competitively by the results of the operation of the law we
are now considering. That is to say, if as a result of the operation of this bill
institutions are lending money, are willing to lend money on proper security
under the terms of the law at lower rates of interest than prevail on the part
of private mortgagees, the tendency will be either: 1, for the institutional
lenders to get the business; or 2, for the private lending rate to be reduced.
Also, of course, there is the fact that corporate creditors are subject at the
present time to public supervision, and many of them to public regulation and
legislative restriction in the making of their loans. I am speaking now
particularly of the insurance companies whose terms of making loans in so
far as proportion, security and that sort of thing, are subject to the terms of
the Insurance Aect. There are certain restrictions also under the Trust
Companies Act; whereas, of course, a private mortgagee can make any terms
he wishes.

The capital set-up of the bank I need not go over; we will come to it
in the relevant sections. It is intended that the bank shall be a part of the
Bank of Canada and under the control of the chief officers of the Bank of Canada.
An impression has gone abroad it seems that it is the intention to have the
officers of the Bank of Canada undertaking the actual mortgage aspect of
the business. I might say in that regard that it is quite clear to my mind,
and the bill leaves ample scope for it, that the intention would be to secure
the ablest possible mortgage men, that is, men who have had experience
in the mortgage field, to undertake the detailed direction and operation of
the mortgage bank, but under the general direction of the Bank of Canada.

I do not know that I need to make any more lengthy statement than
this at the present time, Mr. Chairman. There has been a little discussion
on a couple of points I might mention as possibly tending to clarify the later
discussion, and that is with respect to the control of interest rates on future
borrowings contemplated by certain sections of the bill which will be examined.
The argument is made, and with some force, that if a company, notably an
insurance company, which under the normal operation of its business will not
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require to re-finance through the medium of the Central Mortgage Bank—
that it is unfair and unjust to cause such a company to bind its lending rates
for the future to the rates set by the bank in accordance with the terms of the
bill. I am inclined to view that as reasonable, believing also that the competitive
aspect which I mentioned a few moments ago will exercise its influence on the
broad field of mortgage lending. But I will propose in proper time clarification
of that section which has to do with future borrowing, making it clear that any
lending institution which avails itself of the refinancing provisions of the law
will be required to abide by the regulations of the bank under the law with
respect to the lending of that money which it secures from the Central Mortgage
Bank. There has been a lot of complaint also with respect to the magnitude
of the task involved in appraisals. The financial press also has been quite
critical in that regard, with special reference to the physical problem of
making so many appraisals and the delays which will be caused. I realize
that the problemtof appraisals is difficult and burdensome. I have also realized
that good, sound and reasonable appraisals are of vital importance, and we
gave a lot of thought to the machinery for so doing in devising the bill.

After all, though, are not the difficulties in connection with appraisals
greatly exaggerated by the critics? Would there not be a considerable pro-
portion of mortgages where it would be clearly evident from the record that the
mortgage at present outstanding did not amount to 80 per cent of the appraised
value of the property? I suggest that it is clearly evident that there will be
many, hundred of thousands, in that class; all of that class are immediately
eliminated as an appraisal problem. It is only when you get to the place where
there is some doubt in the mind of the borrower or in the mind of the lender °
that the appraised value is over 80 per cent of the present loan that it is neces-
sary to create appraisal machinery at all; and while perhaps in some areas of
the country, inevitably in the west, appraisals will be numerous, may I suggest
that even there adjustments which have been made during the last number of
years, voluntary adjustments in some cases, adjustments by virtue of the opera-
tion of the Farmers’ Creditors Arrangement Act in other cases, will even there
have modified to some extent the numerical problem of appraisement. That is
to say, to the extent that adjustment has already been made palpably reducing
the value below the limit required by the law it is evident that no duplicate
problem of appraisal will be involved in such a case. I believe, personally,
that given reasonable co-operation—and I hope we will get it, T believe we will
get it that the appraisal aspect of the problem can be worked out with
reasonable expedition and with reasonable efficiency and satisfaction to those
concerned. Perhaps we might be able to deal with a substantial number
of cases subject to later appraisal; that is, in order to shorten any period
of confusion which might otherwise exist we might be able to devise
machinery which would involve making of adjustments on a tentative basis
subject to later appraisal and further adjustment if such should be necessary.

Mr. DoxNELLY: Is not the province of Saskatchewan making an appraisal
of all farm lands in the province at the present time?

Hon. Mr. DunNing: I am not aware of that.

Mr. DoxnNeLLy: I think so. I am quite certain they are.

Hon. Mr. Dunning: Not from the standpoint of loan values, rather from
the standpoint of municipal assessment purposes.

Mr. DoxnNeLLy: Not for mortgage purposes, but for municipal assessment
purposes.

Hon. Mr. Duxninag: Oh, yes.

_ Mr. Don~erLy: That should be of assistance in the case of provinces
which are now doing that kind of work.
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Hon. Mr. Dun~inG: Information being secured in such a manner would be
of assistance but could not be regarded as an appraisal for these purposes
obviously though such information would provide much of the basis for this
work. But if it proved to be possible, as I hope it will, to shorten the period
of uncertainty on the part of the borrower and of possible confusion by
arranging for adjustment even in advance of appraisals, the appraisals could
be made and further adjustments if necessary. I believe that the right degree
of co-operation would make that possible and, perhaps, it may be, that such
procedure could apply under the present terms of the bill. I thought that it
was possible. However, if it is not I see no reason why section 17, sub-section
(1) should not be clarified in such a way as to provide that the Centtal Mort-
gage Bank may accept if it deems desirable an appraisal agreed upon between
the mortgagor and the mortgagee.

I don’t want, Mr. Chairman, to take up the time of the committee going
over each section of the bill because obviously when the committee has the bill
before it it wants to proceed in a regular manner as not to have the discussion
confused by jumping ahead to sections which have not yet been reached; and I
think, therefore, that that is all I have to say at the moment, except that T am
advised that representatives of the many institutions are here. I understand they
desire to make some general representations with respect to the bill and I think
perhaps it would be convenient to hear them at this stage before we start on the
sections of the bill. However, that is for the committee to decide. At least,
the committee would get an idea of the attitudes of the lending institutions by
listening to their representations before proceeding with the bill in detail. I

* make that suggestion, Mr. Chairman.

Mr. LaxpeEryou: Might I ask a question of the minister?

The Caarmax: Mr. Cleaver has the floor, if questions are to be asked.

Mr. Creaver: I do not wish to put my questions now if it is the wish of
the committee that we should hear from the lending companies, but I have a
question which I would like to ask the minister when the proper time arises.

The Cuamrman: Is it the pleasure of the committee that we should have a
general discussion arising out of what the minister has said, or that we should
proceed with hearing representatives of the loan companies first?

Mr. DoxneLLY: I suggest that we proceed with the loan companies.

Mr. CoupweLL: Has any provision been made to hear also representations,
or to get advice, from the provinces that have made a study of the debt
situation? That has been done in some of the provineces, and I have in mind
particularly Professor Hope, of Saskatchewan. It seems to me that if we are
going to hear the point of view of the lending institutions it would be well to
get the point of view of men like Professor Hope who advised the Bracken
government, and who has also produced a number of official bulletins on debt
in that province, and there may be others in the other western provinces who
have given the matter special attention, but I had in mind particularly Pro-
fessor Hope. I was wondering if any thought had been given to the calling of
someone who would represent the point of view to which I have referred, and of
those who have inquired into the volume of debt.

The Caamrman: I should think, Mr. Coldwell, that the proceedings of the
committee are open to Professor Hope if he cares to appear. Shall we then
proceed to hear from the mortgage companies?

Hon. Mr. Cagax: Mr. Chairman, these different sections are so unrelated
in their effect that for a careful study of the bill T suggest we should not be
confined to the discussion section by section. I suggest that we should hear
the mortgage companies and others on the bill, the general tenor of the bill;
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its general effect, and such other considerations as they wish to bring before
us, and then before we enter upon a discussion of particular sections the
members of the committee might be permitted to discuss the bill generally.
Mr. Lanperyou: This is such an important bill that I do not think we
should rush it through at all. T think the fullest opportunity should be given
for this committee to give their opinion on the bill and to ask questions not
only of representatives of the lending institutions but also to get the opinions
of the various provinces. I have here Hansard of May 23rd where the minister

_ points out that the financial institutions are opposed to this, and then he makes

reference to the provinces and states the matter involves the property and civil
rights of the provinces. Now, I would like to hear from the minister just what
opinion the provinces hold with respect to this legislation, or has this just
been dropped into the lap of parliament without referring the matter to the
provinces for opinion; and if so, I would like to see representations from the
provinces as well as representations from the financial institutions concerned.

Hon. Mr. Dun~ing: Well, Mr. Chairman, this legislation has not been
formally submitted to the provinces. There was no necessity so to do, because
not in any manner does it invade or seek to invade the jurisdiction of any of
the provinces. What it merely does is what other legislation enacted by this
parliament does,—examples are legion,—it says with respect to certain matters
the dominion is willing to allow the national credit to be used, but in doing so
it must lay down the conditions under which that credit shall be used to the
extent that such conditions require voluntary compliance by anyone whether
mortgagee, lender or province. To that extent it is a privilege of any of these
parties either to comply or not to comply. Since this measure was first announ-
ced to the house I have had no representations against it from any of the
provinces. I am quite sure that if in any respect it had been considered an
invasion of provincial rights we would have heard ere now from all the
provinces with regard to it. This bill is conceived in the spirit of a desire to
help the provinces with what is admittedly one of their most difficult and
:_serious problems; and I should be very much surprised indeed if any prov-
ince protests being offered assistance in its mortgage problems such as is done
by this bill.

Mr. Warp: I would like to point out to those who suggest bringing this
matter to the attention of the provinces that I can't follow their argument.
I imagine that we have about the most representative delegation that could
come from any province here in the persons of our federal members, and surely
dealing with matters that are properly within the jurisdiction of this parliament
that representation is quite adequate. For that reason I think we should not.
waste any time talking about referring the matter to the provinces or bringing
delegations from provinecial legislatures. Let us go forward and as federal
members deal with this all-important subject and let it become law as soon as
possible.

Mr. LaxpeEryou: May I point out to my hon. friend that some of the
provinces in western Canada have already entered the field and are already
dealing with the question themselves, and in some cases legislation has already
been passed. I don ¢ want to enter into any general discussion, but as far as I
am concerned I would like to have information from the provinces as to how
their debt legislation is working out, and what effect this legislation will have
upon the whole mortgage set-up of the provinces. I do know this, that one
of the most fundamental requirements with respect to debt legislation is that of
taking into consideration the actual conditions prevailing in the province. I
think this matter should receive very thorough consideration.
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Mr. KinLey: It has been suggested that we hear the representatives of

financial institutions who are here this morning. I think the information they
have to give us would be most enlightening, but I do suggest, Mr. Chairman,
that their presentation should be made in such a way that each one would not
be repeating the same general story. I see that there are a number of them
present, and I was wondering if they could sort of get together and have some-
one present their views. Such an arrangement would save time for the committee,
and possibly that is a suggestion which would find favour with them.

The Cramrman: Will you make a motion to that effect, Mr. Kinley? I

think that is necessary.

Mr. Kineey: I will make a motion that they be heard and that the chair-
man indicate that they should present their views with as little duplication as
possible, preferably by appointing someone from their group to make the
presentation.

The CuamrMAN: I understand that Mr. Leonard is representing the com-
panies.

Mr. Tucker: There is just one question I should like to ask the minister;
with respect to those provinces who have formulated a scheme, are they
permitted to enter under this scheme?

Hon. Mr. Dun~NinG: Not within its present scope, no.

Mr. Laxperyou: Has the minister been requested by these large lending
institutions to enact debt legislation?

Hon. Mr. Dun~inG: No.
Mr. P. D’Arcy LroNarD, called.

The CmamrMaAN: Mr. Leonard, will you please give the committee your
placement?

The Wrirness: Mr. Chairman, honourable ministers and members of the
Banking and Commerce Committee, I am appearing on behalf of the Dominion
Mortgage and Investment Association.

Hon. Mr. Stevens: Which represents—

The Wrrness: That association comprises the leading life insurance com-
panies, loan companies and trust companies doing business throughout Canada.
There are approximately 50 member companies in the organization, representing
mortgage investments of roughly $580,000,000 throughout Canada. The associa-
tion, therefore, comprises the same classes of membership as are contemplated
by the Central Mortgage Bank bill. The association does not comprise all the
institutions of that character; it just represents a substantial group of them.

Mr. Creaver: Perhaps we can have a list placed on the record of the
actual companies?

Mr. Lanperyou: With their head offices.

The Wirness: I will be very glad to supply that if it is the wish of the
committee. The association is also a purely voluntary organization and does
not in any way speak on behalf of the individual member companies as to
their control of their own business. It does not control them in any way, so any
decisions relative to the individual companies are always degisions made by that
company. TR0

Hon. Mr. Stevexs: Your head office is in Toronto

The Wirness: The office is in Toronto, but the the Dominion Mortgage
Association comprises companies, though, that have bu=1ne§5(head offices through-
out Canada.

Mr. Lanperyou: Do you represent Amerlcan firms, forelgn firms and British
firms?

[Mr. P. D’Arcy Leonard.]
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The Wrrness: Speaking offhand, I think there is one American company, a
life insurance company, a member of the association. There are no British
companies that I can think of offhand other than those that may be represented
through an organization that was lending for them in Canada and which might
be a member of the association. But as it is a matter for the individual decision
of a company as to joining the Central Mortgage Bank, and as this association
does not speak for individual companies in the conduct of their business, what
I should like to do, with the permission of the committee, is to present, as was
mentioned, a general outline of the bill from the standpoint of the companies
generally, recognizing that in the last analysis the question of membership in
the bank depends upon the decision of each company. As to what that decision
may be as to any particular company, the association is not in a position to
speak. But bearing in mind what is the.intention of the bill, the suggestions
in a general way that I desire to put forward are from the standpoint, if the bill
is to accomplish the purpose that is intended, of its being necessary to have a
sufficiently large volume of business represented by those companies that do
become members; and therefore knowing the difficulties in the way of companies
generally as to becoming members of the bank, it is my desire to speak to you
and submit to you what the difficulties may be, so that if that could be remedied
then the intent of the bill may be expedited by the membership that would
then join. Here I am speaking of individual companies.

In dealing with that the bill really presents three different aspects. One is
the adjustment of existing farm mortgages; the second is the adjustment of
existing city mortgages, and the third is the feature—

Hon. Mr. Dux~inG: Urban, rather than city.

The Wrrness: Excuse me, Mr. Dunning, you are quite correct. I should
have said urban mortgages classified as non-farm homes under $7,000 in the bill.

When one is considering the question of membership in a Central Mortgage
Bank, the third thing that I should like to put before you is provision for funds
for future lending. These are the three aspects that I should like to discuss.

Hon. Mr. Stevexs: For new mortgages?

The Wirness: For new mortgages, yes. In dealing with that I should like,
first of all, to indicate to you the variety of businesses that would be represented
by the various companies. One company will have a large number of farm
mortgages, another will have a large amount of city mortgages. Geographically
there will be variations. There are variations among life insurance companies,
loan and trust companies, variations dependent upon the cost of their money to
them and their cost of doing business. All these variations have to be taken into
account if in the final result there is to be a comprehensive achievement which
will be what the bill contemplates by reason of having a sufficient volume brought
under it.

Dealing first of all with the first aspect, the adjustment of existing farm
mortgages, our companies—speaking now generally on behalf of them—have
recognized a problem as having existed for a number of years in connection with
the agricultural industry as a whole, which is reflected in the ability or inability
of the industry to carry the debts and the mortgages to the full extent of their
contracts. We, as an association, have been endeavouring to deal with that;
we have done a number of things in our own way through voluntary adjust-
ments. There have been also adjustments made through the Farmers’ Creditors
Arrangement Aet. There have been such general voluntary adjustment plans
as the plan in Saskatchewan and Manitoba in 1936 wherein through our group
some $20,000,000 odd was written off mortgages of the farmers throughout
Manitoba and Saskatchewan. There have been in addition other adjustments
in other provinces, and the association and the member companies have
recognized that there has existed and still exists a problem in respect to the
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mortgage debts and other debts of the agricultural industry. We recognize
that it is still the most important industry in Canada, and efforts must be made
the same way that efforts have to be made to improve other distressed
industries, for example, the construction industry which was unduly depressed,
in the interest of the national economy as a whole; that there is justification
for some measure, based on, I think as the hon. Mr. Dunning has put it much
better than I can, the use of the national credit in terms of public need. We
recognize that there is that need relating to the agricultural industry. In so
far as this bill proposes adjustment of existing farm mortgage debts (which
would reduce the rate of interest to 5 per cent on farm mortgage debts through-
out Canada and make available the write off of accumulated arrears of interest
over two years and would provide further the writing down of the mortgages
so that they would not exceed 80 per cent of a fair appraised value) it is the
general submission of this association that I represent that such a step would
be a desirable contribution in the interests of rehabilitation of Canadian
agriculture, consistent with the duties and responsibilities of the board of
directors or executives of these companies who have themselves to answer to
the people whose funds they hold and are invested in mortgages. Consistent
with their duties and responsibilities they desire to make their contribution,
to do as much as they can and to approve in principle of this adjustment so
far as farm mortgages are concerned.

In coming then to put that into practical application, the difficulties that
arise are, I would say, three in number at the beginning. The first is that in
endeavouring to cope with this farm mortgage situation the bill provides the
same method of treatment for urban mortgages. Before going on to put
before you what appear to us to be the basic difficulties in the problem and
in the circumstances distinguishing the urban mortgage situation from the
farm mortgage situation, I should just like to repeat what I said at the outset.
I should like to refer again to the variations of businesses among the classes
of companies eligible for membership in the Central Mortgage Bank. Where
there are great differences as between urban mortgage holdings and farm
mortgage holdings, it becomes important, if we are to have a sufficient volume
of business represented in the membership, to analyse and see whether the
same method of treatment should be applied, or could be applied to the two
classifications. If, for example, the attempts to deal with the urban mortgage
problem block or prevent a company from doing what it would like to do in
connection with the farm mortgage situation, then the decision of the company
is going to be governed accordingly.

Now, coming back to the two classifications of the first problem in con-
nection with the farm mortgages, you are dealing with a distressed industry.
A farmer is absolutely dependent almost invariably upon the industry, upon the
price of farm products, upon whether he gets a crop or not, as to whether he
is going to be able to pay his debts; and when you get a whole industry dis-
tressed, then you run into a general situation applicable to the general debt
situation. By contrast, in connection with the urban mortgages, the urban home
owner, his ability to pay is not directly related to the value or the productivity
of his security; he depends for his earning power, for his ability to pay, on
outside factors, and to generalize, there are two exceptions. The general picture
as a whole recognizes there has not been, and is not to-day, the same general
situation with respect to home owners from the standpoint of ability to pay as
there is in connection with the agricultural industry. In any attempt to apply
the same method of treatment, the result is that the urban home owner—who is
able to pay by reason of his earning power, apart from the value of his security—
is going to be given a reduced rate of interest if it is over 5 per cent and a
reduction in the amount of his claim, if it is over 80 per cent of the value, not-
withstanding that he may be perfectly able to pay his mortgage and to pay his

[Mr. P. D’Arcy Leonard.]
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current rate of interest. I cannot say that this is an average picture, but I give
it to you for the purpose of illustrating this point. If you take a company that
has three or four times as many urban mortgages as farm mortgages and con-
sider that its ability to make a contribution in the share of the losses on farm
mortgages has a definite limitation by reason of its own obligations, to the
extent to which it is obliged to write down perfectly good assets and reduce its
earning power on its city mortgages where the need does not exist it becomes

“unable to give the same measure of relief in connection with farm mortgages.
I am not in any way exaggerating this point. It is a major difficulty in the way
of membership in the Central Mortgage Bank. Case after case appears from
the records of the institution where—cases of men who are perfectly able to pay;
their accounts are in perfectly good shape; the value has depreciated but they
could pay their mortgage off; they could reduce it; they can pay the current
interest—for their own particular purposes and on a basis quite satisfactory to
the company the mortgage is carried on.

I should like to go on from there and, having tried to point out the differences
between the two situations, try to analyze what might be the problem in con-
nection with urban mortgages. From the standpoint of the study that our
companies have been able to give to this matter since the bill was introduced, it
appears to us that the solution to the problem that exists in'connection with
city mortgages—which might call for the use of federal credit or national credit
in terms of the general meed, and where our companies might be able also to
make their contribution without blocking the first step, that of the adjustment
of debts of the agricultural industry—would be if the urban mortgage problem
were confined to that which we say exists, namely, to what we call non-current
mortgages. In almost every province of Canada there has been some form of
moratorium or debt adjustment legislation from the early stages of the depres-
sion. In one form or another that legislation has been on the basis that when a
mortgage matured, the mortgagee could not proceed except by a permission from
a court or debt adjustment board. The result has been that where contracts
have been made—either new mortgages, new agreements or renewals—during
the past few years, they have been voluntarily made by the mortgagor coming
in and entering into a new agreement, under present mortgage conditions, under
present interest rates, with present values in mind, and giving up, when he does
that, the protection that he had under the provincial legislation on the existing
mortgage. Furthermore, the standard term of mortgages in Canada has been
a five-year term. Therefore, most of the mortgages—to an extent—I might
almost call universal—that were made prior to the depression have matured;
and, therefore, they have been dealt with in either one form or another; they
have been paid off by a new mortgage or they have been renewed in accordance
with existing conditions or they still stand overdue. It is this, the last category,
that presents the problem. The reason that they stand overdue and that they
carry the higher interest rates is that they are the accounts where the value has
depreciated or where the man has not been able to carry on and keep up his
mortgage contract or reduce the principal. That is, as we see it, the problem in
connection with urban mortgages. If the bill could be confined to dealing with
that, in so far as urban mortgages are concerned, it would make it a good deal
more likely that the other problem, the adjustment of farm mortgages, could be
more effectively dealt with. There is not the same reason for dealing with the
farm mortgage situation on that basis—that is, by the application only to non-
current contracts—for a number of reasons.. One is that we are dealing again
with an industry, whether or not there have been renewals; another is that there
have been very few mortgage contracts or agreements of sale during the last
two years; and the third reason is that the renewals that have been made have
been largely renewals made by creditors by way of adjustment. They have
been trying to bring the contract within the ambit of present conditions. If the
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bill could be confined to dealing with that problem of urban mortgages, thereby
enabling many companies, who otherwise could not come 'within it, to absorb
the losses represented by the farm mortgage adjustment, the next difficulty is
one that the hon. Mr. Dunning mentioned, and that is what I should eall
mechanics. If the suggestion that he has made could be adopted, it would go a
long way towards overcoming the mechanical difficulties that at the present time
seem almost insuperable. It has been impossible to estimate the number of

mortgages involved throughout the association under this bill. Roughly—and -

purely roughly and tentatively—I suggest an estimate of 50,000 farm mortgages
among our companies; and the total number of our city mortgages roughly runs
about 100,000. ' :

Hon. Mr. Du~nninG: In this class?

The Wirness: No. 1 was going down to qualify that by saying that it
has not yet been possible to get any estimate of how many of that 100,000
would come within the category of non-farm homes where the mortgage again
was less than $7,000. One reason for that is that there is as yet no definition
of a non-farm home.

Mr. CLeaver: Have you the amount of dollars involved as to each of
those classifications you gave us?

The Wirness: Roughly, again, Mr, Cleaver, I would put it at about—

Mr. CLeAVER: As to the farms?

The Wrirness: $200,000,000. _

Mr. Creaver: For the 50,000 farms?

; I;I‘he Wirness: Yes. Probably it is nearer 60,000 in the case of farms, I
think.

Mr. PraxtoN: When you are speaking of urban loans, are you referring
to non-current mortgages?

The Wirness: Noj; under the bill as it stands, Mr. Plaxton.

Hon. Mr. Du~xNinGg: But in the figures you gave, Mr. Leonard, on non-
farm mortgages or city mortgages as you choose to call them, those figures of
100,000 represent all loans.

The Wirness: Yes.

Hon. Mr. Stevens: Good and bad.

Hon. Mr. Du~x~iNg: Not merely those under $7,000 which are brought
within the scope of the bill.

Hon. Mr. Stevens: The larger ones too.

The Wirness: That is right. In other words, there has not been—informa-
tion has not been available as to what the break-down would be to bring it
within the terms of the bill.

The CuARMAN: Mr. Leonard, you are speaking only of mortgages held
by members of your association?

The WrrNEess: Yes.

Mr. Lanperyou: You have no idea of what percentage of the total mort-
gages that would make?

The Wirness: Of the total mortgage debt?

Mr. Lanpervou: Yes.

The WirNess: What that $580,000,000 would be compared with the total
mortgage debt?

Mr. Lanpervou: No. You say you have 50,000 farm mortgages or a total
of $200,000,000. Can you tell us what the percentage of that is to the total
mortgages in Canada? Have you any idea?

[Mr. P. D’Arcy Leonard.]
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The Wirness: Not ofthand. I think the census has a figure of the total
mortgage debt throughout Canada. It is on record. Dr. Clark may have that.
1 would not like to mention it offhand.

Mr. CoupwerL: That is for 1931.

The Wirness: Yes; I think that is right.

Mr. Creaver: Have you the dollars involved as to the 100,000 urban
mortgages?

Hon. Mr. DunNiNGg: Perhaps this would be a good place to put on the
record the figures given in the census of 1931, dealing with the mortgages on
terms being operated by their owners—that is the census classification. The
total for Canada is $671,000,000.

Mr. CoLpweLL: Are there any figures for the other classification, may I ask?

Hon. Mr. Dux~ing: I can give this farm mortgage debt by provinces as
revealed by the census; that is, a breakdown of the $671,000,000.

Mr. CoLpweLL: You have not the other figures, the total?

Hon. Mr. Dun~ing: 1 have not the urban figures here. The census does
not give information respecting urban mortgages. The breakdown by provinces
of these farm mortgages, which I shall just give in straight millions, leaving
off the odd hundred thousands, is as follows:—

Britishe@olumbia s, Siehs .m0 anin s s ok nig - 15:000:000
YoM Lt il B e I AR T 107,000,000
NOAKATChEWANAN " Lo I S Sl Gl o g 175,000,000
1 7ot L) o A Pl R oA St s A el e 59,000,000
Y as e et e LIS I M R S ol I R 199,000,000
ey I o T G £ L 96,000,000
New Brunawick 5 5 isial o i S E gt n ) el 6,000,000
Prinee Mdwarddsiandr = Lol T A A e 4,000,000
Nova Scotia.. .. .. Ak 6,000,000

Mr. Laxperyou: That is not the total farm mortgage debt. That is just
the total mortgage debt of owners.

Hon. Mr. Dun~ing: Mortgages on farms being operated by their owners.
Perhaps it might be well to say also in connection with this figure that the
total for Canada, the $671,000,000, would of course include the farm mortgages
held by various governmental farm mortgage organizations. If memory serves
me rightly, the Canadian Farm Loan Board has about $34,000,000 or $35,000,000;
then in Quebec the provincial scheme has about $30,000,000; in Ontario, my
memory is—

Mr. CorpweLL: About $45,000,000.

Hon. Mr. Dux~inG: Between $40,000,000 and $50,000,000. In Saskat-
chewan, the old farm loan scheme still has, I think, about $20,000,000.
Mr. CoLpweLL: About that.

Hon. Mr. DuxNiNG:  About $20,000,000; I am not sure of that.
Mr. CopwerLL: That is right.

Hon. Mr. DunNiNG: The correct Saskatchewan figure here is 16-3 million
instead of 20 million. Manitoba has $4,000,000 in its governmental scheme
and Ontario about $45,000,000. Those are the more important qualifications
to the $671,000,000 figure for the whole dominion. The other important quali-
fication, of course, is the one mentioned by Mr. Landeryou, that the census
figure only deals with farms being operated by their owners.

Mr. Praxtox: Of the 100,000 urban loans—

Hon. Mr. DuxNing: I should add to those qualifications the Soldiers
Settlement mortgages which again amount to $47,000,000, which would again

be 7%67(81u2a1ifyirxg figure, added to those I have already given, in reduction of the
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$671,000,000 figure, if we are to arrive at an approximation of what might be
termed “commercial”’ farm mortgages.

Mr. Lanperyou: The figure that the minister gave us was for 1931,
Would you give us the figures for 1936, as contained in the report of western
Canada?

Hon. Mr. Dux~inG: I can only give you the result of the prairie provinces’
census in 1936. '

Mr. Laxperyou: Could we have that?

Hon. Mr. Du~n~NiNG: The dominion, as a whole, of course, did not have
a census in 1936. In Alberta, the total was $108,000,000 in 1936 as compared
with $107,000,000 in 1931; in Saskatchewan, the total was $188,000,000 in 1936 =
compared with $175,000,000 in 1931; in Manitoba, the total was $51,000,000
in 1936 compared with $59,000,000 in 1931. :

Mr. Laxperyou: The adjustment in Saskatchewan that you mentioned 1
took place since 1931, did it not, Mr. Leonard? 4

The Wrtness: It took effect as of December 31, 1936. i 1

Hon. Mr. Dun~inG: After the census. :

Mr. LaxpeEryou: After the census. i

(Tabulated statement re mortgages appears as Appendix “A.”)

Mr. Praxron: Of the 100,000 urban mortgages can you estimate what
percentage are non-current?

The Wirxess: No, I cannot give that, Mr. Plaxton. I should say this,
that my figures are fairly rough, because we have not obtained the exact .
information as to the number of mortgage accounts, and, in some cases, it has
been impossible to find the classification even as between urban and farm.
I am inclined to think that I am a little under in both the 100,000 figure, city,
and 50,000 for farm. The point I am trying to make involves the magnitude
of the mechanical end of the problem. I am using figures which I think are
conservative rather than otherwise. |
Mr. Creaver: Would you give us the dollar figure for the urban mort- |
gages? |

The Wirness: $389,000,000.

Mr. Jaques: Do they include the C.P.R. and Hudson Bay figures?

The Wirness: I am not sure as to the Hudson Bay Company. The 1
C.PR. no.

Hon. Mr. Dunx~inGg: Mr. Leonard, does your total figure of $389,000,000 :
outstanding by your member companies include agency and trust funds
invested by your members on behalf of others?

The Wrrness: No, sir.

Hon. Mr. Dux~ixa: It does not include them? .

The Wirness: No, sir.

Mr. Dux~ing: Can you give us any figure which would be somewhat of ‘
a guide as to the extent to which that is involved in your association? . 4

The Wrirness: I have no information on the number of mortgages where
the companies only hold them as trustees or agents.

Hon. Mr. Du~x~inG: Just to complete the record in that regard, the best
information we have secured from the Dominion Bureau of Statistics as to @he
volume of estates, trust and agency funds of trust companies, many of which
are of course members of the association represented by Mr. Leonard, as of
December 31, 1937, is $172,000,000.

Mr. CoLpweLL: Have you anything from the 1931 census that would give
us a guide as to the urban mortgages?

[Mr. P. D’Arcy Leonard.]
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Hon. Mr. Dux~inG: No.

Mr. CoupweLL: They were not included?

Hon. Mr. Dux~ing: That is not included in the census information,
Mr. Jaques: What about the C.P.R.?

Hon. Mr. Dunx~inGg: The C.P.R. would not be included. I have the figures
for the Canadian Pacific Railway. The total of all accounts in the Canadian
Pacific Railroad land account is $40,000,000, made up of deferred payments
on agreements for sale of $37,000,000, and mortgages, $3,000,000.

Mr. Jaques: They would come in under the scheme?

Hon. Mr. Duxning: No. As the law is at present drafted it is rather
difficult to see how they would qualify. i

I admit there is a point there as to whether lending companies with large
volumes of agreements for sale outstanding should not be brought within
the scope of the measure. If that could be kept in mind for later considera-
tion I would appreciate it.

Mr. Jaques: Do you not think they should be?

Hon. Mr. Dux~ing: I would not say I think they should, but I think
it is a point well worthy of further exploration.

Mr. Jaques: I think so too.

The Wrirness: Mr. Chairman, I think possible I should try to put more
accurate information, if we can get it, before the committee on the number
of mortgages. At the present time I am using these approximate figures which
appear to me as accurate as I can speak of them now. But I was referring
to the number of those mortgages to show the mechanical problem involved to
the companies in making the adjustments under the bill at present; and I am
not putting it too strongly or extravagantly to say that the mechanical problem
alone might prevent the bill operating where otherwise it could operate.

On that account I would like to think that the suggestion which Mr.

" Dunning made might be put into operation in some way so that the mechanical

problem could be overcome. The initial step in any adjustment should be
that the company, the farmer or the city borrowers—and this is all subject
to its being confined to where we think the problem exists, in the cities, as non-
current mortgages—should get together and agree on their proposal and their
adjustment, and that that agreement should contain a term that it was subject
to the subsequent testing in any way that the central mortgage bank desired
as to that adjustment being a fair one in accordance with the terms of the Act.
We think we could then go right out and deal directly, quickly and expedi-
tiously, and with the least mechanical difficulty. From the standpoint of the
borrower, I think there is a great deal to be said for that procedure, otherwise
either one is not able to do the job at all, or one does it only for a long period
of time and with dissatisfaction generally as long as the matter is then left
open. :

So long as that could be the first step and then an appraisal or such other
test as the mortgage bank might wish to make, as to the fairness of the adjust-
ment, alowing whatever reasonable time, say, a year or so for that to be
done; if the mortgage bank then felt that the adjustment was not a fair one it

should be re-opened by virtue of this appraisal and then the procedure that is
now set out in the bill could be followed.

Hon. Mr. Dux~inG: In that regard you would intend in your suggestion
that the borrower should get the benefit immediately?

The Wrirxess: Yes.
796782}
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Hon. Mr. Dux~inG: The borrower should get the benefit immediately both
of the adjustment tentatively agreed upon and of the lowered interest rate
from this time forth?

The Wirness: That is right.

Mr. Praxton: And of the extended term of years?

Hon. Mr. DunnNinG: Yes, all the provisions. I wanted it to be made clear
that you acknowledged that.

The WirnEss: Yes, that that adjustment would then be put into effect and
made in so far as the books of the company are concerned and the books of
the central mortgage bank, the subject to be re-opened on the basis of the
Central Mortgage Bank’s subsequent appraisal, if it has an appraisal. Under
those circumstances it seems to me that in a great many cases the appraisal
might not be necessary. The books, plus the agreement as between the bor-
rower and the mortgage company might be sufficient evidence in themselves
without in every case an adjustment or an appraisal having to be made.

If, however, the bank decided that the matter had to be re-opened, then
it would be re-opened and in the last analysis whatever decision was then
reached would be in accordance with the terms of the bill as it now stands.
That would overcome to a very great extent the mechanical problem, and,
coupled with that, there goes the most important question of valuations.

Before a company can go before its board of directors and have them
enter into a membership agreement it is mecessarily essential that they must
know what it is going to cost them. What it is going to cost them depends
upon the valuations to be made under this plan. It is, of course, impossible to
have those valuations made ahead of time, but there are certain basic standards
or characteristics of securities which can be agreed upon or decided ahead of
time.

Probably the biggest problem of valuation which exists today is in Saskat-
chewan farms. I think Dr. Donnelly might agree with that. It is a difficult
matter to say just what is a fair valuation for the purposes of this bill, say,
in the drought area of Saskatchewan. I think the general opinion among
member companies is that there is a great recuperative power there and that
today’s conditions or valuations based on the last few years should not be the
criterion for valuations under this bill. Therefore, there is, as I think Dr.
Donnelly mentioned, some survey now being made in Saskatchewan. You have
certain definite classifications of soils there. There is heavy clay soil and
lighter soil, and particularly in southern Saskatchewan I think there is a real
basis upon which valuations or standards of valuations per character of soil
could be definitely decided upon before a company actually became a member
of the central mortgage bank, so that it would know what the approximate
cost would be. The same thing may be applicable in other areas or to other
classifications.

The point I am desirous of making, though, is that if we are to come back
to the premise that the bill to be successful must have a sufficient volume of
business represented by its member companies and each company must know
what it is going to cost before it can come in, then the matter of valuation is
all important, and some criterion should be established as quickly as possible or
agreed upon before the time for membership in the bank would be fixed.

Those are the major difficulties, and the suggestions that I am putting forward
are put forward as constructive suggestions in the hope that if the government’s
intention is to do the job of adjusting the mortgage debts where the problem
appears to us to rest, the co-operation necessary to the voluntary association
through member companies could be facilitated by the removal of the difficulties
that present themselves.

[Mr. P. D’Arcy Leonard.]
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There is one other point that I was particularly desirous of mentioning,
but Mr. Dunning has indicated the intention of the government to move an
amendment dealing with the question of the interest rate for the control of
future mortgage lending. There are companies whose position is not only very
liquid at the present time but normally will continue to be so, and they may
be the companies that could make a very important contribution to the adjust-
ment of the existing mortgage debt situation but are not in any need of assistance,
or, let me put it another way, it is not likely that they might be borrowing money
in the future from the central mortgage bank and therefore there should not be
the restriction as to the control in the future except in the case where a company
comes in and obtains funds from the Central Mortgage Bank. Then it is per-
fectly proper that the terms and conditions including the interest rate, and so
forth, that that company must charge, shall be subject to the control and direction
of the central mortgage bank.

Mr. Chairman, I think.that is all I have to present in the way of a general
submission. There are details of a number of matters that probably at some
other time or at the wish of the committee might be dealt with, such as the
question of the term of the mortgage, whether twenty years, and so on. I might
mention that twenty years in connection with the adjustment of existing mort-
gages appears to us to be subject to so many qualifications and exceptions
that, instead of being the standard, as indicated by the bill, it should be a
much lower time in so far as the general run of mortgages is concerned. There
are matters like that about which one might desire to say something further,
but as the committee has indicated they would like to hear some general
discussions, I have confined myself to the matter of the general principles indi-
cating the major difficulties that now present themselves to the companies in
connection with the bill.

By Hon. Mr. Stevens:

Q. On the broad general scheme, Mr. Leonard, might I ask this question—
and I do not wish you to specify names of companies because I am speaking
in general terms—would it be likely that some companies have already achieved
adjustments on a wide scale while other companies may be lagging behind in
many adjustments, and would the bill as at present drafted, shall I say,
constitute a sort of prejudice against those who have voluntarily made extensive
adjustments and favour a company that, perhaps, has neglected making adjust-
ments and would now come under the bill and secure the advantage?—A. Mr.
Stevens, if that were the situation, there is no doubt the result would follow:
that is, that to the extent that one company might have made more write-offs
voluntarily under the same set of circumstances as another company that did
not, then this bill would favour the company that had not made adjustments
to that extent.

Q. Would you care to intimate whether or not such a situation exists?
—A. As far as T know, I could not say—I would not like to express an
opinion—for this reason, that notwithstanding there might be a set of figures
which on the face of it might tend to bear out that that was the situation,
there might be other circumstances as, for example, the value of the security.
Now, take one set of mortgages here and you see a set of accounts and you
see there is a larger volume of arrears of interest, and over a year there is
another company with a lesser amount of arrears of interest. This company
over here says they have written off, but what was the underlying security,
what were the mortgagors like? Were these men over here in a position where
their security was good The mortgages originally were lower in amount to the
companies carrying them on, and that is perfectly all right; were these too
high over here So, I do not think an opinion could be expressed; at least, I
would not like to express an opinion.
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Q. T have one or two' other questions to ask. I gathered from your
remarks that you take no objection to the farm adjustment feature of the
bill?—A. What we say is this, that if the government has in mind the reduc-
tion of the rate of interest on farm mortgages to 5 per cent, thus writing down
the amount to 80 per cent of value, we think that will be a real contribution
to the agricultural industry, and to the extent that we can play a part in it, we
are prepared to do what we can.

Q. And the same thing applies to that class of urban mortgagees who are
in default?—A. I am speaking once again generally subject to the fact that
each individual company must make its decision finally.

Q. What we are seeking now is to get the general reaction of the companies
to this bill?—A. Yes.

Q. Then on the appraisal, I also gathered from your remarks you would
be agreeable to the suggestion that Mr. Dunning, Minister of Finance, made
a little while ago, that some machinery could be set up—I am talking about
the practicability of it, if it is possible to set up some machinery which would
permit of an adjustment before an individual appraisal is necessary?—A. Yes.

Q. You agree?—A. Yes.

Q. And under those circumstances you would remove considerable of your
objection.—A. From the control standpoint, and from the method of procedure,
if the mechanical end of it can be brought within practicability, then we get
back to the question of the urban mortgages and the extent to which each
company can take the loss involved, plus the valuation. I do not know
whether T understood correctly, whether I answered according to what you had
in mind, Mr. Dunning, when you said that the company would make the
adjustment as soon as the agreement was made.

Hon. Mr. Dun~inag: Perhaps I should eclarify that—I mean, following
Mr. Stevens thought—perhaps I should clarify there to this extent, that on
poring over this problem of what might be called the mechanies, which I have
sketched, first of all we attempted just to see the mechanical significance of
the problem, and a point which I could not overcome was the fact that no

matter what machinery was in position a very considerable length of time.

would be involved during which there would be a more or less uncertainty of
relationship between the debtor and the creditor which I regard as unfair to
both; and it was on the basis of the confusion which might result from that
lengthy period of time that I evolved the suggestion that very probably we
could meet it by arranging for an adjustment to be made as quickly as possible
by the companies toward the borrowers but subject to final adjustment in
accordance with the appraisal features of the bill. That is what I had in
mind for overcoming that confusion of relationship over a lengthy period of
time.

Hon. Mr. Stevexs: Yes, I follow the minister. Might I interject, I think
this would be the place to do so, the experience under the Farmers’ Creditors
Arrangement Act has been rather trying in that respect. I understand that
thre are such a volume of applications before that organization now that work-
ing the way it is it would take them something like 40 years to deal with them.

Hon. Mr. Dux~inG: No, I am sure that is quite wrong.

Hon. Mr. Stevexs: That is, carrying out the investigation principle. Well,
we will not say how long it would take, but there are a tremendous number
waiting action.

Hon. Mr. Dux~xinGg: We will bring you information as to the number
outstanding at the present time.

Hon. Mr. Stevexs: The point T am making is that I think we should take
advantage of the breakdown there so as to see that a similar situation does not
oceur in connection with the administration of this Act.

[Mr. P. D’Arcy Leonard.]

‘s 12



| i iR

(-, i’, : AL X Y
BANKING AND COMMERCE . 17

Hon. Mr. Duxning: With that I entirely agree.

Hon. Mr. Stevens: I agree with the minister, and I agree on the rest of
the question with Mr. Leonard that we should erect some machinery in this field
so that when we come to the question of putting the Act into force it will be
ready in such a way as to enable quick adjustment on a broad basis.

Hon. Mr. Dux~ing: But subject to review.

Hon. Mr. Stevexs: But subject to review, although I think the review
would take an interminable length of time under any individual appraisal

system. ]
By Mr. Cleaver:

Q. Just a couple of questions to Mr. Leonard to clarify my understanding as
to his two main objections to the bill. As I understand it, Mr. Leonard, your
first main objection in regard to urban loans is founded on the fact that as to .
rural loans the mortgagor is dependent on the earning capacity of the actual
mortgage security for his ability to pay, whereas in regard to urban loans the
mortgagor is dependent upon outside sources for the ability to pay?—A. That
is one of the difficulties I pointed out.

Q. Well, then, is your objection in regard to the current urban loans based
on the fact that you realize that there are many loans now current upon which
payments are made in which the mortgage would exceed the 80 per cent of
the present day appraisal and that these mortgagors (notwithstanding the fact
that the loans are actually in excess of what would be the 80 per cent appraisal)
are still able to and are still keeping up their payments and you feel there is no
urgent need to adjust those mortgages?—A. Yes. There are two points there,
Mr. Cleaver. When we come to the case of the current loans the first, and per-
haps more important than the point that you raise, is the interest rate, the
average interest rate on the good mortgages. The average interest rate on the
good mortgages during the last two years throughout Canada has been higher
than 5 per cent.

Q. What rate?—A. That again varies, but I would say that city mortgages
will run at an average rate of 5% per cent up to possibly 6% per cent.

Q. So that you would say under the act as it now stands the loan companies
would be taking a needless loss with respect to both interest rates and with
respect to write-offs between the present amount of the mortgage and the 80
per cent appraised value of the property?>—A. That is right, when the ability
to pay is there in those cases and when the company, if it were to have to give
the write-off, is giving up an asset and thereby reducing its power to make com-
pensation where real need exists.

Q. Therefore the act should be confined, in so far as it applies to urban
loans, to needy borrowers?—A. To non-current loans.

Q. Non-current loans?

Hon. Mr. Dun~inG: That is it.

By Mr. Cleaver:

Q. But certainly in regard to needy borrowers?—A. One of the big
difficulties is, of course, once again your mortgagor, probably. If you have
to deal with individual borrowers on an individual basis in accordance with
need, then once again you are up against a simply insuperable proposition.
You must try to analyse where the problem exists so that it can be dealth with
in a general way. ;

Q. Speaking from the point of view of the loan companies, the loan
companies cannot find other purchasers of farms, but could find other purchasers
for the urban property?—A. I do not think that is a fair way of putting it,
Mr. Cleaver. I would simply lay the difference on this basis; that if you
propose to deal as this bill proposes, with the adjustment of both farm mortgage
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debts and urban debts on a basis of relying upon the ability of companies to
come in and make write-offs, then there is not only a need from the farm
mortgage situation, but I think a justification on the same basis that companies
in the past have in a general way made a general farm adjustment. Now,
the companies are not seeking this legislation. If the companies could have
their way, they are prepared to take the losses represented by normal invest-
ment risks; where they have loaned too much they must take the loss. But
where their ability to deal with their individual borrowers and to adjust their
mortgage in accordance with the situation of the case, having in mind their
knowledge or their ability, where that relationship is prevented because govern-
ments are of the opinion that there is a general situation which requires some
general action, where the ability of the company to deal with its borrowers in
an individual way is prevented, then from that general standpoint, treating
- this as an indication, if it is dependent upon the companies coming in, it must
be consistent with their ability to deal with that general situation.

Q. Well, then, let us come to the other main objection that the companies
have to the bill in the present form; that is, in regard to the interest rates on
mortgages. I take it that 2 per cent spread is not sufficient for operating
expenses and profit return?—A. Dealing with the section imposing the maximum
rate of interest as 2 per cent above the Dominion of Canada rate, our experience
would indicate that there has been in the past a higher average rate, taking
farm and city and spread throughout the country. You could not operate in
many places on less than that spread. We are not making any representation
so far as it is concerned; because so long as it is confined to the companies
or to the borrowings companies make, then, of course, that is a matter that
can be dealt with at that time.

Q. I am coming to that. But I did want your opinion, Mr. Leonard—
if you are in a position to give it to us—as to what spread you believe the
companies require between what the money costs then and what they let it out
for, for management and operating expenses and profit?—A. Our answer to
that is this, that it varies per mortgage, per district, throughout the whole
of Canada.

Q. But the law of averages is working all the time. Let us have the mean
average?—A. There are some figures that have been made available on the
question of spread. The one that runs in my mind at the moment is a
comparison that was made in connection with the brief that this association
filed before the Rowell commission, where there was set out the Dominion of
Canada bond interest rates running over a period since 1919 and the average
mortgage interest rates of one company selected as being as near as one could
get to a typical situation; and the spread as between the Dominion of Canada
bonds and the average rate would vary under 2 per cent and over 2 per cent;
but on the whole and in the course of a number of years, over 2 per cent. That
is a spread as between an average rate of interest, not a maximum rate of
interest, and the Dominion of Canada bonds. 3

Q. But you would not be obtaining your money for loaning purposes at

Dominion government rates in those years. You would have to be paying a -

greater per cent than the Dominion of Canada rates to obtain your funds for
loaning?—A. It runs in my mind—and I speak subject to correction, although
I do not think I am very far off—that the average cost of this particular com-
pany’s borrowings over the same period was -17 higher.

Hon. Mr. Dun~ing: Perhaps I could help Mr. Leonard by referring to his
own evidence before the special committee on housing in 1935, where he gives
the operating cost, as distinct from the interest cost, at 1-4 and the spread at
1-74. You will find that, Mr. Leonard, in your evidence before the housing
committee on page 339 and 340 of the minutes of the proceedings of that special
committee on Thursday, April 4, 1935. There was considerable questioning about

[Mr. P. D’Arcy Leonard.]
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it; but the net result of it, as I gather it, was: operating over cost and above the
interest cost of money to the company of 1:4 and an actual spread between the
loaning rates and the cost of money plus cost of operation of about 1-74. I
would not hold you to that.

The WrrNess: It runs in my mind, too, that the figures I was quoting there
were figures taken from the report of the Registrar of Loans and Trust Corpor-
ations for Ontario.

Hon. Mr. Dux~ineg: That is right.

The Wrrness: What those figures represent is this—that is, taking the report
of the Registrar of Ontario—and that report deals with Ontario incorporated
companies, plus companies doing busines in Ontario and relates to dominion-
wide business of those companies—that figure of 1-4 represents all the expenses
of the company applied against all their assets.

Hon. Mr. Du~~iNG: That is right.

The WrrNess: And 1-74 represents an average spread between their revenues
on their assets and their expenditures for interest on their debentures and
deposits.

Hon. Mr. Dux~inG: That is right. I should make it clear that I am not
wanting to distort the figures, but 1-74 includes, of course, the 1-4.

The Wirness: Yes, it must.

Mr. CrLeavER: 1:74 is plus profiit.

The Witness: No, there is no question of profit or loss in those figures.

‘Mr. Tucker: Is that in the case of ruban and rural business?

Hon. Mr. Dun~iNG: Dominion-wide business.

Mr. Tucker: It applies to both?

The Wirness: It cost more for the rural.

Hon. Mr. DunNiNG: I think your figure here, Mr. Leonard, is general.

The Wirness: Oh, yes, it is general; it is not related to mortgages alone.
It is the figure that takes all the assets of the company. Let us assume that the
loan and trust companies had assets of all kinds, bonds, and so forth, of $200,-
000,000, then the 1-4 would represent all the costs of doing business on that
$200,000,000.

Hon. Mr. DuxninGg: That is right.

The Wirness: That is the total cost of doing business not related particu-
larly to mortgage costs.

Hon. Mr. Dunx~inag: But it would be very largely.

The Wrrness: I think you would probably find 75 per cent—

Hon. Mr. Dunx~ing: More than that.

The Wrrness: I would not like to say.

Hon. Mr. Dunning: It does not cost much to administer a bunch of bonds
in a vault.

The Wrrness: No.

Mr. Creaver: I wonder, Mr. Leonard, if we could obtain a fair percentage
viewing the problem from another standpoint and taking a company with
which you are very familiar, the Canada Permanent Mortgage Company.
What percentage of its loans would be loans through capital invested by the
shareholders and what percentage from borrowings?

The Wirness: I do know that I am the proper person to speak as to that
particular company.

Mr. Creaver: If you have not the figure in your head I would be content
to wait for it, but I think it would be an interesting thing to know, because, in
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determining the correct percentage for profit purposes, we should only consider
the actual capitalization of the company, we should not consider the borrowed
capital of the company. They do not pay dividends on borrowed capital, they pay
dividends on actual capitalization.

The Witness: What they pay on their borrowed money is their costs.

Mr. CrLeaver: The interest? :

The Wirness: That is right.

Mr. Creaver: Then are you prepared now to give this committee  your
opinion as to what spread the loan companies require in order to pay their
operating expenses plus a fair profit return?

The Wrrness: I do not think one can generalize on that. It differs by way
of location. In one particular company the variation of cost per location will
be very considerable. Then take again, for example, the question of the size of
the mortgage accounts. It takes five times as much book-keeping to handle five
$2,000 mortgages—

Mr. Creaver: Well, if this Act is to be fair we must have some concrete
evidence in that regard.

The Witness: Yes.

Mr. Creaver: I would ask, Mr. Chairman, that Mr. Leonard furnish us
with some information in that regard. I have just one more question to ask, if
I may, Mr. Chairman, in regard to the interest spread. Is there anything in
the present Act which compulsorily fixes the interest rate which the loan com-
panies may charge with respect to future mortgages if a company does not take
advantage of the borrowing sections of this Act.

The Wirness: With all due respect to your own legal opinion, Mr. Cleaver,
I think there is; that in order to become a member you—

Mr. Cueaver: Well, if a company does not take advantage of the borrowing
provisions of the Act, what section is there which restricts their interest rate on
new loans?

The Wrirness: The sections that would have to be amended, so far as I see
it, to make it clear are sections 16 (h), 16 (i) and section 20, sub-section 1.

The CuaRMAN: Gentlemen, shall we adjourn until 4 o’clock this afternoon?

Some Hon. MEMBERS: Yes.

(At 1 p.m. the committee adjourned to meet again at 4 p.m. this afternoon.)

AFTERNOON SESSION

The committee resumed at 4 o’clock.

The CuamrMAN: Order, gentlemen. Mr. Cleaver, you had the floor at
adjournment.

By Mr. Cleaver:

Q. Mr. Leonard, at adjournment T was directing a few questions to you as
to what the loan company people require for operating expenses and for profit.
Have you had an opportunity in the noon hour to think over the matter, and to
look up a typical case?—A. I have not, Mr. Cleaver, to the extent that I can
give you an answer.

Q. Perhaps, Mr. Chairman, it would be just as well to leave that point and
let Mr. Leonard have time to come forward with a typical statement. 1 am not
saying that any names of companies should be disclosed, but I would like you to
choose the company which has both urban and farm loans?—A. I was going
to suggest, Mr. Cleaver, having thought the matter over, that I forsee difficulty

[Mr. P. D’Arcv Leonard.]
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in arriving at any information which would enable the committee to decide
as to whether this two per cent is a right figure or whether or not the other
figures, as between a national rate of interest and the rate of interest of the
Dominion of Canada bonds—

Q. No, I was not approaching the problem -from that standpoint. My latter
questions were directed in an effort to ascertain the loan companies’ viewpoint
as to what spread they require between the cost of their money on the one hand
and the interest return on the other, in order to show them a legitimate return
over the cost of money plus operating, plus profits; and in that statement I
would ask vou, if you would be good enough, to segregate the items and give us
one estimate with respect to the item for losses, and also an estimate for
profits—A. I would be very glad to get such information as is available along
that line. There is never, so far as I know, in the making of an ordinary
mortgage contract any specific provision for risk of loss or for profit. It is not
like, for example, under the federal housing administration in the United States.

Q. No, but you will find this, Mr. Leonard, if you will go over the statements
of the loan companies for the last ten years—you will find that all of them
have put up very heavy losses and made a big reduction in their reserves, and
I think we realize the necessity for that because we have been living in most
extraordinary times. Just for example, I checked up the figures in connection
with one company, and that company with a capitalization of $12,000,000
borrowed capital of about $17,000,000, and it would only take -145 per cent of
interest to show a 6 per cent return on both capital and reserves.

Hon. Mr. Dux~iNGg: That would have to be the net return.
Mr. Creaver: Oh, yes, quite.

By Mr. Cleaver:

Q. Well then, coming back to the other point if I may, with regard to the
objection of the loan companies to the inclusion of urban mortgages under the
Act, let me first get clear what you mean by the mortgage that is in default.
I believe your suggestion this morning was that if the Act were made to apply
simply to mortgages in default it would be satisfactory to the loan companies,
or more satisfactory to the loan companies, than in its present form; what do
you mean by mortgages in default?—A. That was not the phrase I used. T
spoke of non-current mortgages.

Q. What do you mean by non-current mortgages?>—A. I mean mortgages
where the full amount of the principal has matured and has not been renewed, is
over-due and outstanding.

Q. Over-due as to principal?>—A. Over-due as to principal.

Q. Then you were not speaking of mortgages which were simply over-due
. as to interest?—A. No. ]

Q. Well then, as to the mortgages which are over-due as to principal; do vou
not find with existing provincial moratoria that perhaps =ome people are taking
unfair advantage of the loan companies and that some of the deferred mortgages
are perhaps not as deserving cases as some that kept their mortgages properly
renewed?—A. There are some cases of that character. ‘

Q. I wonder if it would be possible for the committee to have from you an
analysis that would give us some idea of what these deferred mortgages are: and
as to what percentage they bear to the total of your urban mortgages?>—A. You
would appreciate, Mr. Cleaver, that time is a factor in getting any of this
information. §

Q. Wh_at. do you say to this suggestion: might it not be argued that we
were penalizing thrift if we simply allowed this Act to function in favour of
deferred mortgages? Mind you, I am not criticizing vour suggestion; I am

just trying to explore all the different avenues that open up as a result of
that suggestion.
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Hon. Mr. Dun~iNG: I wonder if you would permit me to develop that
for a moment. I would say quite frankly, Mr. Leonard, because great numbers
of people write to me about these matters—I realize of course that from the
standpoint of the mortgagee, the mortgage company, the man who has his
mortgage in good shape is a good fellow. I mean, the means of judging him is by
the manner in which he keeps his contract. As soon as it became known to
some of the press that one of the objections of the mortgage companies was to
including within the scope of this law those whose mortgages were in good
standing, I have had this kind of communication, which impresses me very much,
from people who say they have skimped, saved and denied themselves other
things in order to keep up their payments, and point to actual cases of others who
have not done so and who have sheltered behind provincial mortatoria, and this
proposition is put to me: Mr. Dunning, if you put through legislation of this
character suggested by the mortgage companies you are putting a premium upon
those who have made no effort and are penalizing those who have made every
effort to keep up payments. Now, frankly, I have not found an answer to that.
Have you got one?

The Wrrness: I am afraid I haven’t either, Mr. Dunning. I think there is
not any panacea that will cover every particular case. And the most that we
can say—

Hon. Mr. Dux~NinGg: I am impressed with the generality of that type of
complaint, that sort of communication,

The Wirness: It would appear to us from our study of the situation that
there would be a great many more in the urban mortgage situation who would
derive something in the nature of a bonus to which they were not entitled under
any ordinary conditions through the assistance of federal credit; a great many
more of that type and character than those who might fall into the category
that you mention who have kept their accounts in good standing at a consider-
able amount of sacrifice on their part. If the problem contained the same
general aspect as, we will say, the farm credit problem appears to us to do,
then there might be justification for departing from the ordinary principle of
helping a man whe can pay to live up to his contract when he is able to do so
and dealing with the matter of a purely individual basis, because the general
situation is so wide and so great that the only practical way to attempt to deal
with it would be to sacrifice the other end of it.

Hon. Mr. Cauax: Might T ask a question in that connection?

The CuAarMAN: Yes, Mr. Cahan.

By Hon. Mr. Cahan:
Q. Do you see any solid reason why a mortgage should be differentiated

from any other indebtedness to the extent that a man should pay his debts -

according to his ability to pay?—A. It is hard to disagree with your general
principle, Mr. Cahan. I think that the only exceptions must be found in such
situations as clearly I think are there in connection with the farm situation.

Q. Take the farm situation, with which you are more familiar than I Are
there not many instances in which the farmer who is the mortgagor of his farm
property has other assets realizable with which he might perform his obligations
according to the contract outside of the provisions of a bill such as this?—
A. That is quite right, sir. I think you have the choice between two alternatives,
the one is the operation of some individual treatment either as between the
debtor and the creditor or through the operation of some machinery such as the
Farmers’ Creditors Arrangement Act. If the individual contract can take care
of your problem then it is the preferable one. On the other hand if your
individual treatment must bog down because of the generality of your problem,
because of the number of cases and the extent of the situation, then there are

[Mr. P. D’Arcy Leonard.]
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occasions when it may be necessary to sacrifice that sound initial principle in
order to arrive at the necessary conclusion. I would like to instance, for example,
in that connection southern Saskatchewan. I do not think there is anybody
who could reach any other conclusion than that there was a situation there
of such a general character for which the people were not responsible that it
cannot be dealt with on any other basis but some general plan.

Q. I quite agree, but going into the matter with some care and an apprecia-
tion or evaluation or appraisal of the real property of which the farm consists
being the only basis on which a reduction is to be made, the fact is that the
property may have depreciated but the money obtained on mortgage may have
been used for other purposes, for equipment, for the purchase of cattle and
horses, and for many other things except merely the jmprovement of the real
estate. So long as the farmer has clearly the ability to pay, do you not think
that to relieve him of his mortgage indebtedness would create a lack of con-
fidence not only in the present but in the future on the part of your companies
and the part of any other lender that is asked to lend on farm property?—A. I
think that there is so much force in what you say that I can only repeat once
again, where the general problem seems to be the greatest, there seems to be,
to me at any rate, and I think those that I represent, difficulty in choosing an
alternative. The justification for the general plan is to be found in what appears
to be the nearest thing to a practical solution of it, and I would qualify that,
for example, by saying that if the general situation in farm mortgages was
comparable to the urban mortgage situation I believe I would agree with you.
There is in connection with the farm mortgages and farm debts the Farmers’
Creditors Arrangement Act now operating, and it will still continue to operate
so far as other debts are concerned in the three provinces where the problem
of the debt situation is the gravest. In the other provinces there is not as
severe a problem; possibly the necessity of dealing with the matter generally
brings them into the whole picture.

Q. I quite agree with regard to the distinction between farm and urban
property. I have a case in mind now, but is a case that exceeds the amount
of $7,000. I know a man who was very well to do who purchased a property
for $150,000 not so many years ago and he paid for it by placing a mortgage
of $100,000 on the property and paying off $50,000 in cash. To-day that
man, simply because he wishes to keep his engagement, has paid off the whole
of the price of the property and all of the loan on the property. To-day,
under the valuations which are current, that property is not to be valued at
more than $35,000 to $40,000, so great has been the depreciation. But are not
men in farming districts as well as those in urban districts bound to assume a
certain liability in respect of annual income from or the annual value of their
property to the extent of paying their debts according to the ability to pay?
I quite agree with you in regard to lower Saskatchewan where men have been
wiped out. It is like a fire wiping out a large part of a city or like a flood
wiping out a large agricultural district along the valley of some river. These
are matters which parliament should take into consideration and grant some
relief in order that tillage may go on after the flood has subsided or in order
that homes may be rebuilt after the devastation by fire. But, for the life of
me I cannot understand why even in these depressed times, a man who has
available assets which may be liquidated should not pay the engagement which
he has undertaken, whether that of an ordinary debt or a mortgage debt. I
cannot conceive any difference between a‘ mortgage debt and a specific debt,
a note of hand, a promissory note discounted in the bank. TUnless men are
expected to pay their engagements, their indebtedness, why you destroy all
confidence in credit which permeates every phase of business from one end of

the country to the other, and to destroy that, paralyses, it seems to me, business
and trade.
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By Mr. Cleaver:

Q. Just on that point, a bankruptey test similar to the bankruptey test under
the Farmers’ Creditors Arrangement Act would appear to meet that point, would
it not? That is, no one would be entitled *to the benefit of this act unless he
could show he was unable to pay his debts in full.—A. That would bring it back
to an individual basis.

Q. And would bring it back so that only needy mortgagors would have
the benefit of the act. I should like to refer to the point I was examining
you on. After reading the sections to which you gave me a reference this
morning, it occurred to me that there might be some other reasons why the
loan companies are opposed to the urban part of this act. I have been wonder-
ing as to whether it might not be on account of the length of time on which
loan companies can borrow money? What is the length of time on which
loan companies can borrow money?—A. I think the maximum restriction
under the Dominion Loan Companies Act is ten years.

Q. Would the act be more satisfactory for the loan companies if it should
be set up on the basis of a twenty year payment, that is, the payment amortizes
for twenty years, but the balance of the loan to be due and subject to the
new arrangement at the end of ten years?—A. That I think would be much
more satisfactory from the standpoint of the loaning insitutions, although—

Q. That is, it would not aftect the amount of the monthly payments of
the mortgagor but it would protect the loan companies as against an anticipated
rise in the interest rate at the end of their first operating period.—A. That is
quite right. I should not like to be taken as agreeing with what should be
the case, that it should be a twenty year amortization basis and have a ten
yvear term as the present National Housing Act. That would be preferable to
the way the bil reads now so far as the bill might indicate that twenty years
should be the standard term; but I should like to make this statement:
possibly it might be unwise to standardize too much in the bill, having in mind
that the length of time and the amount of amortization depends so much on
the amount owing on the mortgage, the age of the property and other circum-
stances. Certainly a twenty year amortization and a ten year period is
preferable to twenty year amortization and a twenty year period.

Q. Then, coming to the age of the property, which brings up another
point that has been running through my mind. What about your loans on frame
houses that are not built on masonry foundations? Would you not then be
required to have a still further reduction in the due rate as to principal?—
A. Well, T am not a mortgage loaning man and I cannot speak as to particular
classifications.

By Hon. Mr. Dunning:

Q. May I just follow with one question bearing upon Mr. Cahan’s line of
questioning, because I regard that as very important indeed. In your replies
to Mr. Cahan, Mr. Leonard, you indicated what I think everyone here believes,
that the test of ability to pay is the real test in respeet to all obligations that
all of us have. But you indicated that conditions might be so general as to
render impractical the application of that principle. Well, now, in this con-

nection have you not had experience over the last ten years of the application’

of the general rather than the particular, for all of the provinces of Canada
through their actions of a moratoria character>—A. All but one province.

Q. All but one province, and that condition has existed and is of general
application in respect to all but one province at the present time?—A. Quite;
in some type or form, I think that is right, sir.

Q. Would T be saying too much if T said your members would regard the
future of their business as very much more sound if you could get away from
that type of limitation?—A. Undoubtedly, sir.

[Mr. P. D’Arcy Leonard.]
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By Hon. Mr. Cahan: :

Q. I suppose you cannot give us a percentage for all of Canada, as it must
be very different in different provinces? But take urban cities like Montreal
or Toronto, there must be some percentage that might be fairly easily estimated
of the total mortgages outstanding which are not serviced from year to year
by the payments of the mortgagors. It is not general; there is no general
collapse on the part of mortgagors in urban centres such as those, is there?—
A. The nearest information that I think we can come to on that point is the
report that runs in my mind of the registrar of loan corporations which was
issued several years ago. ‘

By Hon. Mr. Dunning:

Q. Of Ontario?—A. Of Ontario. There was a questionnaire sent out to
institutions to find out how much of the interest due in the year was paid, and
the average figure for the year 1936 of collections, payments on the amount of
interest, that fell due in that year for all institutions was 85 per cent. I may
be out in my decimal points, but that is what runs in my mind, and that would
represent a volume of business that would be predominantly urban. Then,
there would be a higher percentage paid on urban mortgages than on farm
mortgages.

By Hon. Mr. Cahan:

Q. Before this bill was even announved, before there was any discussion
about it, before I had ever heard of the intention of the government to intro-
duce it; in conversation with one of the higher officials of a large insurance
company, he told me offhand—perhaps he had not sufficiently looked into it—
that less than 10 per cent of the principal sum of the mortgages outstanding
in favour of the company were either in default or suspected as likely to go
into default. Is that a high estimate?—A. That might not only be true of that
particular company, there might be individual companies with a better position
than that. There will be other companies whose position will not be as good.
I was just trying to come to the nearest that I could to an average picture,
which must be built up of your extremes, and of course the better the classifica-
tion of the mortgages of a company, the less likelihood of its coming here, unless
the plan is something that it can justify to its shareholders or debenture
holders or policy holders.

Q. Now, with regard to mortgages on real property, that is farm property,
which of course necessarily is in rural districts. Take a province like Ontario.
There must be a great deal of difference between the volume of the annual
default in a province like Ontario and the annual default of prinecipal or interest
in recent years in a province such as Saskatchewan?—A. Yes.

Q. I can quite understand, as the Minister of Finance suggests, a large
percentage of default has occurred in southern Saskatchewan in view of con-
ditions which prevailed there and which we all believe to be most distressing;
but in a province like Ontario, can you give any information as to what
percentage of the volume of mortgages outstanding are in default or in respect
to which the security is so doubtful that they are rendered suspicious?—A. No,
I have not any information on that as related to the farm mortgages in
Ontario. :

Q. Is there any way of which you have knowledge by which we could
obtain definite information in that respect?>—A. Yes. I think we could, Mr.
Cahan. I should like to explain that in speaking on behalf of the institutions,
we are not trying to deal with this matter on the basis of whether it should or
should not be done. It is simply that, in so far as the bill, if passed, depends



26 STANDING COMMITTEE

upon individual companies joining a Central Mortgage Bank and doing certain
things, on behalf of them I am pointing out to the government and to this
committee what difficulties there may be in the way of membership in that
bank. In so far as the Ontario farm mortgage situation is concerned—I am
speaking generally, just from my general knowledge—from the time that the
Farmers’ government in Ontario created the Agricultural Development Board
and loaned somewhere, I think, about $55,000,000—not that government, but
the loans altogether ran up to about $55,000,000—the business of the board
resulted in really a driving of the institutions to a great extent out of the farm
mortgage business in Ontario. There is still a volume of business, but it is not
of such a large proportion in the general picture, largely because of that
situation.

Q. Is there any situation in Ontario which the companies in your asso-
ciation may not satisfactorily adjust on particular personal applications being
made for that purpose? Do you require government credit in order to make
such adjustments?—A. I do not think that the matter of individual adjust-
ment by the companies per individual case can be put at all on the basis that
they require assistance per individual case.

Mr. Warp: Mr. Chairman, I should like to refer to a question which Mr.
Cahan asked a few minutes ago. I think something should be said on it; I
think we should get it very clearly in our minds. Mr. Cahan asked a question
as to whether we should differentiate between money loaned on mortgage
security and money loaned on, say, just the moral risk—take, for example, a
bank loan. It does seem to me that there is clearly and definitely a difference.
If T have money to loan, and I loan it on, say, on farm security, I take a
mortgage on the farm. I have a definite, tangible security. I become a partner,
do I not, with the mortgagor? And to that extent, it seems to me that we must,
in order to justify this legislation, clearly differentiate between the two, and
decide that there is a difference. To my mind, as I say, the difference is very
clear and definite, that the mortgagee does become a partner with the mortgagor
when money is loaned on farm security. I have in mind many, many examples.
Mr. Cahan gave one, I presume, that occurred in Montreal. I have in mind
one of many that have come to my notice. It is a case where a man had paid
$15,675 on a farm. I hold the receipts in my own office in Dauphin. There
was an appraisal. I questioned the mortgagees’s moral right to insist upon
further payments, and there was still $5,750 against this farm. I insisted so
long and so persistently that the mortgagee said, “Well, we will have this farm
appraised.” They called in very competent appraisers of three different mortgage
companies, and the maximum valuation placed on the land was $4,200. The
man had paid $15,675 on the mortgage and there was still $5,750 owing. What
would you do in a case of that kind?

Mr. Lanperyou: There are thousands of cases like that; yes, tens of
thousands.

Mr. Warp: I merely point out that the man who loans out money must, by
every moral reasoning, become a partner with the borrower.

Mr. CLeaver: If he was a partner, he would share in the profits.

Mr. Laxperyou: There were not any profits.

The CuarMAN: Order.

Mr. Warp: The reason I rose, Mr. Chairman, was to point out that, in
order to justify this legislation, it seems to me we must clearly differentiate
and decide that there is a difference between money loaned on moral risk and
money loaned on definite tangible security such as a farm.

Hon. Mr. Canman: I have knowledge of definite, tangible securities on
which T have obtained loans which depreciated very sadly in value in recent
years. However, there is another question I should like to ask the witness.

[Mr. P. D’Arcy Leonard.]
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By Hon. Mr. Cahan: i

Q. Mr. Leonard, have you had any experience in connection with any single
company which has been placing out loans on farm property?—A. I have only
acted as solicitor.

Q. As solicitor?—A. Yes.

Q. That is my only experience. But in all those cases—as in my younger
days—did not the character and the personality and what I might call the moral
history of the mortgagor enter into the consideration as to the amount of the
loan which would be given to him, no matter what the value of his farm was?—
A. That is quite true. I still think that that is one of the most important factors,
and should still remain one of the most important factors in the question of
mortgage lending. While I do not know that the last speaker was asking me
any question, I should not like to be taken as agreeing with either of his proposi-
tions, either that the mortgagee should rely upon that security and not upon the
covenant or that he is .in. partnership with the mortgagor. The character of
tﬁe Eorrower, from the standpoint of the borrower, always remains important, I
think. ; 7

By Mr. Maybank:

Q. Did you ever see figured out, from any responsible source at all the
percentage that will be usually loaned on character and the percentage that
will be loaned on the other part of the mortgage?—A. No. It is not capable of
calculation.

By Mr. Tucker:

Q. Is it not true that in some provinces there is no longer a personal
covenant when a mortgage is taken?—A. New mortgages?

Q. Yes, on new mortgages.—A. Most of the mortgages that are in existence’
were originally made on the basis of the covenant being applicable.

Q. Yes, but I mean the mortgages that you have there now. For example,
in the province of Saskatchewan, you hold your security only on the land;
you do not hold a personal covenant at all—A. No, I do not think that is quite
right, Mr. Tucker. Is it not the case that that only applies to agreements for
sale? As to mortgages, the covenant is still there on new mortgages.

Q. I think you will find that if you foreclose in the province of Saskat-
chewan you cannot enforce your covenant.—A. You mean that you have to get
permission from the Debt Adjustment Board?

Q. No. There is new legislation there under which there is no right to
enforce the personal covenant. I am sure of that.

Mr. MayBank: That is another matter.

The CuamrMAN: Order.

By Hon. Mr. Dunning:

Q. In any event, Mr. Leonard, is it not the fact that whether the personal
covenant is or is not in new mortgages will be as a result of legislation by any
province?—A. That is quite right.

Q. And not by reason of anything we may do here?—A. Quite right.
Hon. Mr. CarAN: Quite so.

By Mryr. Tucker:

Q. What I am getting at is that, after all—bearing out what Mr. Ward
says as far as mortgages are concerned, at least in the west—the only thing
that has ever been considered by mortgage companies that I know of has been
whether the security was ample or not?—A. I should not like to be taken as
admitting that.

An Hon. MemBER: Oh, no.

The CramMAN: Order.
79678—3



By Mr. Tucker:

not be perfectly sound and proper to have a limit of, say, 5 per cent, on mortgage
lending and have that made statutory?—A. History shows that the result of
- setting a maximum rate of interest means that where that maximum is an
economic rate, it works all right. If it is an uneconomic rate, then it onl

prevents loaning being done or loans being made, with the result that boot-
legging, one might almost call it, of loaning starts in at rates, in some way by

devices, higher than your maximum rate. In so far as the institutions that
T represent are concerned, that shuts them out. Take your 5 per cent for
example. There are places in Canada where, at the present time, not only is
5 per cent perfectly all right; it is, in fact, the prevailing rate, and there are
even loans being made at possibly less than 5 per cent. But setting that as a
maximum rate for Canada would concentrate your loans, your legitimate
loans, in this area where it can be economically done and would deprive other
places, shall we say, like northern Ontario, Peace River and other places, from
any funds at that rate. The result would 'be, as it has been in other places.
There are still private lenders who are always in the market; and by some means
or other they would be lending. One of the prevailing methods has always been
the question of discounts or secondary transactions. It has been the history over
a hundred years.

Hon. Mr. Stevexs: Mr. Leonard, you have touched on something that I
intended at some stage of the game to speak about.

Mr. Tuorson: Louder, Mr. Speaker, please.

By Hon. Mr. Stevens:

Q. Would the establishment of a maximum rate, we will say of 5 per cent,
tend to drive, we will say, your class of company out of certain territories or
areas?—A. Undoubtedly. :

Q. Would you agree that if you were driven out of those areas, there still
being private money lenders’ funds available, the tendency would be for the
rates in those areas to rise higher than they are at the present time?—A. I think
that would be a logical result,

By Mr. Donnelly:

Q. Could we not control it by saying that the rate of interest on farm
mm't;fap;r-s should not be more than 5 per cent?—A. Dr. Donnelly, that is the
point I was trying to make as to what happens when it is attempted to do that.
There is the history going over a hundred years in England. They set maximum
rates of interest for different contracts, and what resulted? By some means
or other, if it was an uneconomic rate—if you set it at 5 per cent and try to
make money, as you say of water running up hill, it just will not hap.pen..

Hon. Mr. Dun~inGg: We are not trying to do that with this leglslgtlon.

The Wirness: I was not suggesting that. I was just answering the
question I was being asked. ;

Hon. Mr. Dun~ing: Five per cent is being fixed for adjustments on
existing mortgages.

By Mr. Donnelly: :

Q. If by this legislation we do control in certain districts the rate on farm
mortgages at 5 per cent, then is it not right and fair that we should say in the
same districts that private loans should not receive more than 5 per cent?—
A. Perhaps I should refer to what Mr. Dunning has just said, that in so far
as this bill is concerned, the 5 per cent rate is a rate that is being fixed for

[Mr. P. D’Arcy Leonard.]
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adjustments on existing mortgages. It is not a rate that is being fixed for
future mortgages.

Hon. Mr. Dun~inag: That is right.

The Wirness: There is in the bill provision as to the rate of interest
on future mortgages, on a basis—

Hon. Mr. DunNiNg: Of spread.

The Wirness: Of spread as between Dominion of Canada bonds and the
mortgage rate which, if the bill went through in its present form, would be
applicable to both farm mortgages and to non-farm mortgages, but which
would have the result that I have said, because it is an uneconomic rate; it
would concentrate in mortgage lending in those localities. But if that question
of spread, of maximum rate of interest determined by spread, was confined
to say future borrowings, then the result of that would be that those future
borrowings from the Central Mortgage Bank would only go out at a certain
rate of interest represented by that maximum spread; and in so far as my
opinion goes, I think that 2 per cent is too small a maximum spread.

By Mr. Maybank:

Q. In connection with the particular section you are now referring to,
have you estimated what the rate would be?—A. At the present time, for
example, I think it is about 3-1 per cent as basis.

Hon. Mr. Duxning: At the present time it would be around 5 per cent.

The Wirness: What would no doubt happen is that by taking the Dominion
of Canada bond rate, you cannot lend money at 5-1 or 5-2; it would be
5 per cent.

By Hon. Mr. Cahan:

Q. Would not the fixing of a rate, whether you fixed it at 5 per cent or 6
per cent, tend to prevent rural development in all the undeveloped parts of
Canada?—A. The fixing of an uneconomical rate would have that result.

By Mr. Maybank:

Q. Is not this what would happen: Take a certain company, the XYZ
Company which comes into this scheme. One of the arrangements it enters
into is that it will not lend money in the future except, we shall say for the
moment, at 5 per cent. We will suppose that is the rate. Would you not say
that this would result in the XYZ Company thereafter confining its operations
to certain well selected districts?—A. That would be the natural result.

Q. Then would not the next step be for the same company to have a
subsidiary company which would not be in the scheme at all lending in these
other less well selected districts at 5 per cent plus?

Hon. Mr. Caman: But that is not—

The CaamRMAN: Order; let Mr. Maybank finish.

By Mr. Maybank :

Q. Is that not what would happen?—A. No, it would not happen, sir, for
this reason; that in so far as our institutions are concerned they cannot control
subsidiary companies except on a basis that a loaning company may have the
stock of a trust company. We are all subject to government supervision and
control. :

Q. All right. It would not occur that way, we shall say. Mr. Cahan has
indicated that there would be something in the nature of a trick involved. Well,
whatever it is, would not this happen, that whereas the XYZ Company would
only be lending in certain districts there would be plenty of other mortgage

~ companies which would not be in the scheme at all——A. Yes.
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Q. —which would take up these others?>—A. That is right. ! .

Q. We would have two classes of mortgage companies, one that dealt with
blue ribbon land and one that dealt with less than blue ribbon land.—A. That
would be the natural result. Of course, I do think this, that on the basis
of the bill standing as it is, I do not think that there can be sufficient volume of
business represented by the potential membership as long as that curtailment
on future lending is in the bill. .

By Mr. Tucker:

Q. Supposing we, by virtue of our power to legislate in regard to interest
decide that, in view of the fact that we have cut down the interest on bank
deposits from 3 to 13 per cent and cut the rate which the banks are. allowed
to charge from 7 to 6 per cent and that we would also cut the rate that shall be
charged in regard to all securities to 5 per cent; that your companies, in order
to put out the money they want to put out will not be able simply to say, “We
won't do business in these particular areas,” but will have to go out and do
business as they have done? If they decide to curtail their activities by not
doing the work they are permitted by law to do, they may be incurring the
possibility of further legislation in regard to the matter? In other words, do
you not think when you have certain rights under the law that you also have
certain obligations? I put that question to you quite seriously because, so far
as I am concerned, I think the mortgages at high interest rates which were sup-
posed to have done so much to benefit the western farmers have in the long
run done more harm than good—A. Mr. Tucker, you are entering into a pretty
broad discussion. After all, what the interest rate was on mortgages in western
Canada was only a reflection of what interest rates were generally throughout
the whole of Canada. I paid an interest rate on my mortgage on my house in
Toronto that was comparable to the interest rate in western Canada.

Q. What was it?—A. 7 per cent.

Q. The rates charged by many mortgage companies in the west ran from
10 to as high as 12 per cent.—A. If you want to stick to a case of real com-
parison, comparing things that are comparable, you will find, as I say, that
considering the expenditure of doing business, the character of the security in,
say, the city of Toronto, where you have a concentration of lending and a volume,
and comparing that with the same company lending money in Saskatchewan
and its expense of doing business out there, the rates are comparable. Again,
they compare with what the Dominion of Canada was paying on its own bonds.
In so far as interest rates coming down on Dominion of Canada bonds and on
deposits, they have also been coming down on mortgages, and they have been
coming down consistent with the ability of the companies to do that. For ex-
ample, companies also have term contracts; loan companies and trust companies
have borrowed money and are still paying 5 to 54 per cent on their term contracts
now. It all comes back to a question of ability and of discharge of their duties
and obligations, because the money as represented by individual companies is
not money that the president or board of directors or manager can do with as
he likes. It represents definite obligations to other people who have invested
them with that money on the understanding that they will carry out their
obligations.

Now, consistent with that, they have been meeting as far as they can the
question of the bringing down of interest rates on mortgages and particularly
western farm mortgages, to bring them more in line with what has happened in
regard to prices, earning power and other conditions, with the result that to-day
you have, for example, almost a universal 6 per cent rate prevailing on western
farm mortgages which is not an economical rate from the standpoint of “Can
you make money at that”?

[Mr. P. D’Arcy Leonard.]
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Q. What is the prevailing rate in Ontario?—A. On farm mortgages?

Q. Yes—A. I have not that informaton.

Q. You must have—A. Not on farms. The average rate would be from
to 6%.

Q. 7A’t, the present time?—A. Yes, on existng mortgages.

Q. Do you not think, when you are permitted to do business under the
law of this country, that you should be expected to do business in areas which
need your service the same as in areas where it is not so needed; in other
words, the attitude in the past has been that your companies, I take it, have
done business where you can make your profits and there is no great amount of
obligation to extend the service that you are expected to give in areas that
are not so profitable? I think it is true that your companies realize now more
than they did formerly that there is a sort of national obligation in regard to
extending credit, do they not?—A. I am afraid that we still must subscribe to
the idea that we should do nothing else with the money that is entrusted to us
except to invest it on the basis that it will come back to us in accordance with
the contract so that we can meet our own obligations.

Q. That is what I thought you would say. The purpose of this bill is to
enable you to get credit from the Dominion government at a low rate of interest
with the idea in mind that you will pass that benefit on to the people of Canada.
If it is not your intention to do that, unless there is some good reason for your not
doing it—what I had in mind was that no company should be permitted to charge
5 per cent—the companies which do not come into this scheme and carry out the
intention of parliament to extend the benefit of this Act to the people will be no
better off than those that could come in—A. Mr. Tucker, I would like to make it
clear that there is no objection if the Dominion government can supply money
at low interest rates to be loaned for the institution controlling the interest rate
upon which that money is loaned.

Q. There would be no objection?—A. No, in so far as that money is con-
cerned.

Hon. Mr. Casan: No serious objection to the Dominion government supply-
ing money for investment in districts which are not yet developed, sufficient to
demonstrate that the investment is more than a gamble, becanse the real develop-
ment and the development of the more distant parts of our country depends upon
the interest rate being sufficient to cover the risk. The risk is greater in unde-
veloped districts than it is in urban distriets and in farm districts which are
nearer to the centres for the marketing of farm products.

The Wirness: That is true.

Hon. Mr. Cauax: It would be impossible, I think, to make the 5 per cent
rate of interest applicable to the development of northern Quebec or for the
development of that part of Labrador which is now a part of Quebec. Men who
invest money in such undeveloped districts have an adequate return to cover the
risk, and the risk involved is the risk that a certain percentage of these mortgages
never will be paid in those undeveloped districts.

By Mvr. Thorson:

Q. If you brought the general mortgage rate down would not that have
the effect of bringing down the rate also in the undeveloped districts?

Hon. Mr. Canan: But never to bring it down to 5 per cent.

Mr. Trorson: It would bring it down.

Hon. Mr. Canan: Possibly. If I could not get more than 5 per cent on
my money in Ontario it is quite possible that I might be wililng to put it out
for 8 or 9 per cent instead of 10 in northern Quebec. But the risk is fairly well

estimated, I think, by those who make loans in those distant districts, and the
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service of the loan in the distant districts is always more expensive than the
service of the loans locally under direct supervision.

Hon. Mr. DunNiNG: Do the questions asked by Mr. Thorson really have
a bearing on what we are doing? We keep talking about a fixed rate of interest
as a matter of fact, the bill does not contemplate a fixed rate of interest, and
with the suggestion I made this morning that the government is prepared to con-
sider favourably making that controlled spread apply with respect to the moneys
borrowed under the terms of the bill from the bank, does that not very largely
dispose of your fears, Mr. Leonard, with respect to what might be called the
more pioneer areas? What difference would it make to anyone of your com-
panies? If they became a member company to-day they would make their
adjustments on all their existing mortgages in connection with the terms of the
Act. They would be perfectly free to loan in undeveloped areas except that they
come to the bank for their funds and, in that case, they would have to lend the
funds secured from the bank at the spread set by the legislation.

Hon. Mr. Caaan: If they come to the bank for some of the funds, can they
differentiate between those funds and other funds of the company?

Hon. Mr. DuxNiNGg: Most certainly. They would have to.
Hon. Mr. Caran: Under this bill they are not allowed.
Hon. Mr. Dun~iNG: That is the clarification I intended to apply.

Hon. Mr. Canan: Then the spread between the cost of money or credit
obtained from the government through this government agency and the
price of loan, or the interest payable on the loan, in the remote district would
have to be so great as to cover the risk of loss in the remote and undeveloped
district which is a greater risk than when the loan is made in the settled dis-
tricts of the country.

Hon. Mr. Dunn~ing: Well the legislation, of course, does not contemplate
districts, it contemplates the fact that the business of lending institutions is
in fact the operating of a whole range of relative risks. Naturally they attempt
to get their loans in the safest and most secure districts, but then all of them are
trying to do it, Mr. Cahan.

Hon. Mr. CAaHAN: Quite so.

Hon. Mr. DunnNinG: The competition in lending in these areas in times of
easy money is great, and they have tended for many years to go after the new
areas. 1 remember, let me see, it is over 30 years ago now since I got a
mortgage in the approved fashion of western Canada. When I use the ‘term,
approved fashion, of course I mean the approved fashion of those days. I am
bound to say that my character didn’t enter very much into it.

Hon. Mr. Cauan: I think just looking at you would be some security.

Hon. Mr. DunNing: Thank you. The approved fashion of that time was
that a man would take a homestead and he would do most anything to get
through his three years during which he demonstrated that he could live on
the homestead without starving to death, and he would get as much credit as he
could from the local merchant, or from the implement men, and by the time the
three years was up he got his patent from the Dominion government and he
had a lot of floating debt; and believe me the mortgage company agent would be
around five minutes after that man got his patent trying to do business with him.
That was the normal way in which it was done in those days.

Hon. Mr. CaHAN: Quite so.

Hon. Mr. Du~n~inG: I don’t remember that they bothered very much about
my character, except I suppose they assured themselves that I intended to stay
on that farm; but I had to pay for that mortgage, it wasn’t cheap.

Mr. DoNNELLY: And many men got their patents but were not able to get
any large mortgage at any low rate of interest.

[Mr. P. D’Arcy Leonard.]




BANKING AND COMMERCE 33

Hon. Mr. Stevens: It was an expanding condition.

Hon. Mr. Dun~inNG: It was an expanding condition, Mr. Stevens puts his
finger on it. The mortgage companies were able to invest in the development
of that country, and I do not think they can say of that experience that it was
a bad experience.

The Wrirness: It was a good experience even then.

Hon. Mr. Dun~Ning: The rate of interest was high. I paid 8 per cent,
and that was the rate prevailing in the industry.

Mr. DonneLLy: I thought we were going to have some other witnesses. If
we are through with Mr. Leonard could we call someone else?

The CuARMAN: I do not think.we are to have any other witnesses.
Mr. DoxneLLy: I asked whether or not we were to have any more.

By Mr. Landeryou‘:

Q. I would like to ask the witness just what companies he represents—the
Dominion Mortgage and Investment Association?—A. Yes. :

Q. And you are going to place on the record the number of the companies
and the names of the companies?—A. Yes, I shall do that.

Q. And will you give us the names of the companies that have their head
offices in foreign countries and the companies that have their head offices in
Canada, and the companies that have their head offices in Great Britain?—A.
Yes.

Q. Could you give us the total amount of money these 51 companies have in
mortgages on farms, and on urban homes throughout the country?—A. I think
£0.

Q. I understand the total is $580,000,000?—A. I think so.

Q. Can you give us what proportion of that is invested by Canadian
companies, what proportion is invested by British companies, what proportion
is invested by foreign companies?—A. All that information, in time.

Q. Yes. Now, I want to get this information: these companies that are
represented in the Dominion Mortgage and Investment Association, do they
include insurance companies?—A. No.

Q. Will you give us the proportion of them that are insurance companies,
and the amount of money the insurance companies have invested?—A. There
are three sections; trust companies, loan companies and life insurance com-
panies. You want the figures separately for the three classifications, I take it?

Q. For the three classifications, and also for the classification as to whether
they are foreign, British or Canadian?—A. Yes.

Q. Now you say the funds of these companies are secured in an entirely
different manner; that of the life insurance companies is from premium income;
that of the loan companies is from capital stock and debentures; and I under-
stand that that from the mortgage companies comes in from trust funds?—
A. Trust companies’ funds are from trust certificates.

Q. Can you give us the total figures with respect to these three classifica-
tions?—A. Yes.

Q. You stated that you are in accord with this legislation except for the
question of dealing with urban homes; you are mnot satisfied that there is
justification for the reduction as outlined in the bill>—A. I would not like to
put it exactly in your phraseology, that we were in accord with the legislation.
I would like to say that in so far as we recognize that there is a general farm
mortgage problem we feel this will be a contribuition to it if we could come
in and take part in it.

Q. You recognize there is some justification for general debt legislation
in the Dominion of Canada?—A. In respect to farm mortgages.
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: th. And not so particularly in respect to urban mortgages?—A. That is
right.

Q. And do you think greater justification exists for general legislation of
this kind; that it would provide as sound a solution as to have legislation
operating on a particular matter in each province?—A. That is a purely
hypothetical question. Unless I had a particular piece of legislation I do not
think I could generalize on it.

Q. For instance, in the province of Nova Scotia they may or may not require
the same debt adjustment as would be required we will say in the province
of Saskatchewan?

Mr. McPuEe: Why not say Alberta? )
Mr. Laxperyou: It makes no difference to me at all.

By Mr. Landeryou:

Q. Now, in an attempt to pass legislation of a national character do you
think that would be more satisfactory than the provinces themselves dealing
with the matter as they may see fit for each particular province?—A. Dealing
with it from the standpoint of the national industry and having in mind national
credit, the result might be better than to attempt to deal with it per location; |
Just the same as it might be better than to deal with it on individual debtor- |
creditor basis. :

Hon. Mr. Caman: And on the basis of provincial credit there would be
differences as well.

By Mr. Landeryou.:

Q. That is what I had in mind in dealing with the matter, let the provinces ‘
individually deal with this debt adjustment, with provincial credit, rather :
than dealing with the whole subject of Dominion credit?—A. As I say, we |
could not give a hypothetical answer as to a comparison between particular |
types of legislation unless one had them exactly before him. In dealing with |
this legislation which is of a national character I am dealing with it simply |
on the basis that it stands here, without passing any particular opinion on a |
comparison between it and any other method. |

Q. Have you any estimate of the amount of write-off that would be
necessitated if this legislation were adopted by your 51 companies?—A. No,
I have not, and 1 do not think it is possible at the present time to estimate
that.

Q. You could not give an approximate figure?—A. No. You see, it com-
bines with it the question of valuation. Just at the moment it is a question of
a blank cheque. Until one knows something about the valuation, the basis of
the valuation, no one can say what the cost of this is going to be per individual
company, or per group, or per farmer, or per government.

Q. And a lot depends on the amount of investment of these various com-
panies, as to locality; if one company has its investments we will say in the
province of Ontario and another company has its investments in the province
of Saskatchewan, the company which had its investments in Saskatchewan would
take a greater write-off than the one which had its investments in Ontario?—
A. That would be particularly true.

Q. Could we get from you the amount of the investments of the companies
you represent in each of the provinces; that is, the amount of money the
insurance companies have invested in these provinces— —A. In so far as the
association is concerned, we haven’t got those figures. :

Q. You have not got those figures?—A. No.

Q. If we wanted to go into the figures of any of these companies we would
have to get one of the individual company representatives so we could question

[Mr. P. D’Arcy Leonard.]
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him; that is, if we wanted to go into one of the insurance companies, you could
not give us the figures as to the amount of premium income they have invested

in that way?—A. A great many of these figures are now in the public record,
Mr. Finlayson’s report. I am not sure but what he does show mortgages classi-

fied as to provinces per company as a whole at any rate. I know in the Ontario

report in so far as the loan and trust companies are concerned they are
divided as between eastern mortgages and western mortgages, but there is no
information that I know of available setting out per individual company the
geographical location.

Hon. Mr. Dun~ing: Yes. In the register of loan companies for Ontario
by individual companies they set out the loans per province. I have it before
me pretty completely. It it a matter of public record, Mr. Landeryou, to that
extent.

- Mr. TaorsoN: But not for life companies?

Hon. Mr. Du~xNiNg: I do not know that without looking it up. It is
merely a matter of looking ‘it up.

Hon. Mr. Cauan: Could you give us a synopsis of that and have it on the
record?

Hon. Mr. Dux~NinG: It would be difficult to put a synopsis on the record
because it deals with it with each separate company individually. We would
require to put the whole volume in.

Hon. Mr. Canan: That might be worth while. It would be interesting
to get an idea as to the different companies.

Hon. Mr. Duxning: It is quite voluminous and the whole basis for it
would be these individual statements.

Hon. Mr. Camax: Is that the current volume?

Hon. Mr. Dun~inG: It is the 1938 report of the registrar of loan corpora-
tions for the province of Ontario.

By Mr. Landeryow: y

Q. Do you feel that any of the 51 companies represented in your associa-
tion are in a sufficiently strong financial position to take the loss that would be
necessary under this legislation?—A. I cannot speak a to any individual company.

Q. You cannot speak as to individual companies?—A. No.

Q. Then we would have to get some of the individual companies to speak
for themselves, as to their ability to carry the write-off?—A. Yes, but I
question at the moment whether any individual company could make that
decision because of the unknown factors that are still to be settled before the
question of joining the bank is decided.

Hon. Mr. DunNinG: Could I interject one question there, while we have
Mr. Leonard here. I mentioned in the house that, of course, all of these lenders
of money who are creditors in that capacity are also debtors to a very great
extent in various ways. I think it would be rather helpful, Mr. Leonard, if you
could let us have, not with respect to individual companies—I know that you
can’t do that—particulars of the value of obligations outstanding by companies
on which they pay say 5% per cent, 5 per cent, 41 per cent, 4 per cent and away
on down to 2 per cent. It has had quite a bearing on our consideration of the
whole problem, and also there is the further factor which you might bear in
mind in preparing the information, that we are not unmindful of the fact that
some of the obligations of these companies are in the form of current debentures
of a savings character some of which have some years yet to run at rather high
rates of interest. I can imagine, of course, that each company is trying to clear
off its high rate obligations as fast as it can, but it cannot pay them off until the
term of the obligation permits; and any information you can give us as to the
aggregate of high-rate obligations which still have a period to run would be
helpful in working out details later on.
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Hon. Mr. CanaN: Many of their obligations are not callable, I under-
stand? :
The WitnEss: Apart from deposits, I think hardly any of them are.

Mr. TuorsoN: Mr, Chairman, in the light of what Mr. Dunning asked,
would it be possible to arrive at the average rate of interest on these obliga-
tions properly weighted with regard to the various elements that would enter
into the weighing of the interest rates to get the true average?

The Witness: Mr. Thorson, there are really two average rates, as you
might almost say. The easiest one to get would be the average current rate
being paid on the term obligations, trying to separate them from any other.

Mr. THorsoN: Yes.

By Mr. Landeryou:

Q. Would you consider that there would be a difference in the amount
of sacrifice as between insurance companies, trust companies and loan com-
panies?—A. I could not even tell you that. I do not know myself what the
effect will be per individual company or per groups of companies.

By Mr. Plaxton:

Q. If we carried out your suggestion, namely that the act shall not apply
to urban mortgages which are not non current, might not that create an induce-
ment to those people who have communicated with Mr. Dunning and who
have kept their mortgages up to date (and which are still current and would be
if this act were brought into force), perhaps to let their interest and principal
slide, so to speak?—A. That is always the trouble with any legislation that is
passed for the relief of those who have not been able, for perfectly good reasons,
shall we say, to keep up their contracts. When something is done for them,
others may feel that they might have been better off if they had not made the
effort that they did, even on the basis of the legislation as it stands now. The
same thing might be perfectly true here. The man who has let his interest go
beyond two years will now get a write-off; the man who has reduced his mort-
gage to below 80 per cent will say, why should my neighbour who did not
make the same efforts that I did, get some relief? There is always bound to
be that difficulty, and all T can say is that I think you are getting nearer to
the problem which exists by confining it to the question of the man whose
contract is overdue and who has not been able by reason of the condition of
the property or the value of the security to get a new mortgage or even renew
his contraect. !

Hon. Mr. Dun~ing: That is the widest point of difference, I think, between
us now, Mr. Leonard. Personally I find it very difficult indeed to meet the
point I raised before and at the same time consider at all favourably the
suggestion you make that any urban mortgage legislation should be confined
to what you call “non-current mortgages”. It seems to me the harm that would
be done would be greater than the good that would be done. I must say I am
not convinced, although I am willing to listen to further argument. As things
stand at the present I regard that as a vital feature.

The Wrrness: Of course, I can only go back and stress again the question
of ability of a company to enter into a membership agreement and say that
perhaps that is the erux of the whole plan, and where that result cannot be
achieved by reason of the fact that the company must reduce the rate of
interest and make write-offs. Where there is ability to pay they may say they
cannot come in under the plan, and that in the long run it may seem to them

[Mr. P. D’Arcy Leonard.]
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to be better to try to work for a larger volume than to deal with the real
problem which undoubtedly in the minds of all of us does exist, even though
with regard to the other matter there might be some disagreement.

By Hon. Mr. Dunning:

Q. Have you considered, or have your members considered it from th@s
standpoint. I can understand, of course, that each company must look at it
from the stamdpoint of its own welfare in relation to the scheme. Of course
you tell me, and you told me this morning, that a company that had a large
volume of urban mortgages and a relatively small volume of farm mortgages
would tend to stay out. Do you think you have attached in that regard
sufficient weight to what the provinces may do by way of legislation? 1 may
frankly tell you that I expect that a number of the provinces will say, yes, we .
will legislate with respect to mortgages adjusted under the terms of the federal
act, which would mean that the company which comes into this scheme will be
relieved of certain disabilities with respect to its whole activities in a province;
whereas, if it does not come in, it will remain under those disabilities. You
are thinking in terms of tangible values which can be added up on a sheet
of paper. I am going now beyond that into the general field involved in
getting this mortgage situation more or less rationalized.

Mr. Tavror: Into the historical tendency?
Hon. Mr. Dux~ing: Well, perhaps that has a bearing, too.

Mr. Tayror: I think that is one which Mr. Leonard should bear more
carefully in mind. He is avoiding it, I fancy.

The Wrrness: I am not avoiding any aspect that you want to ask and on
which T have any information. Dealing with Mr. Dunning’s point, there is no
doubt that the companies have considered the factor that he mentioned. It
is not from any angle of what another alternative might be that the submission
that I have made has been made. They have reached the point where they
have to consider the question of can you or can you not do that, and that is
the point upon which the submission is made. It has been made upon the point
that the decision of the company is going to be reached on this point, can
you or can you not do it? :

By Mr. Landeryou:

Q. The only way we can get that information is to have some of these
companies in Canada come here and give all the facts?—A As I understand,
Mr. Landeryou, I do not think any of them can tell you that.

Q. How much of this $580,000,000 has been loaned out in the last five
years in western Canada? Has there been any substantial loans made by
these companies with whom you are associated in western Canada in recent
years?—A. Oh, very very little.

Mr. DonnNeLLy: It is all loaned now.

The Wrrness: Yes, it is all loaned already.

Mr. DoNNELLY: And you cannot get it back.

By Mr. Landeryou:

Q. A substantial portion of it has been loaned out maybe ten, fifteen or
twenty years ago?—A. Very little loaning done since 1929.

By Mr. Quelch:

Q. Is it true that quite a large number of the farmers took advantage
of the Farmers’ Creditors Arrangement Act prior to 19367 Since that time a
lot of them have lost their farms owing to their inability to keep up their
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contracts?—A. I have not any information on that. I have no definite
information in regard to that. I do think that someone has told me incidentally
that there were a surprising number of them that had done very well.

Q. It is also true that boards of review have realized that because since
1936 they have given the farmers far more sympathetic consideration than
they did prior to that time.

Mr. DonxeLLy: There were four years of crop failure.

The Wrrness: It is hard to generalize. Take Saskatchewan, for example.
1937, 1 suppose, was the worst year in the history of the province.

Mr. DoxnerLy: There were four crop failures since that time.

The Wirness: 1938 was better, but still a long way from being satis-
factory. All these factors enter into it, and everybody recognizes that.

Mr. Tucker: In regard to what you said, Mr, Quelch, so far as Saskatche-
wan is concerned, I followed the record of the number of closures very closely
and have analysed the figures up to the present in Saskatchewan with regard
to the Farmers’ Creditors Arrangement Act, and 1 know that before a company
can foreclose they must get the permission of the debt adjustment board in
the province, and I can say from what I have seen of the figures no one has
been foreclosed unless there was every justification for it. That is true in
Saskatchewan; 1 cannot speak for Alberta.

Mr. QuercH: It is true, but if it had not been—

The CuamrMAN: Gentlemen, I may say that the reporter is not able to
hear what is going on. If you stand the reporter can get you for the record,
otherwise I am afraid he cannot.

Mr. QueLca: Even where the ability to pay has been taken into con-
sideration in order to get a reduction of debt, it has not been possible for the
farmers to meet their contracts for many reasons. If this legislation is put into
effect apparently there will be certain provinces where it will not be operative
unless certain provineial debt legislation is rescinded or done away with.

Hon. Mr. Dux~Ning: No.

Mr. QueLcH: Are there not some provinces to-day where member com-
panies would not operate under the provincial legislation?

Hon. Mr. DuxninG: I may say as to that, this legislation does not call
for a rescinding of provincial debt legislation. What it does call for is that
such legislation, where it is in the judgment of the central bank detrimental to
the security involved, and in which the dominion is interested, shall not apply
to mortgages which have been adjusted under the terms of this legislation.

Mr. Lanperyou: In the final analysis, won't that mean the repeal of any
provincial legislation that has anything to do with mortgages that are under
the supervision of the Central Mortgage Bank? Is not that what it really means?

Hon. Mr. Du~nn~ing: No, certainly not.

Mr. QueLcH: I was under the impression it would mean that.

Mr. Tucker: Well, now, I should like to ask one thing in regard to the
suggestion that Mr. Leonard made about a hypothetical case of ’{he man who
borrowed a sum of money in an urban centre and whose property is now worth
less than the amount of the mortgage, so that the company would have to
take a write-down in respeet of that part and therefore lose it—

The Cuamman: Mr. Tucker, the reporter cannot hear you.

Mr. Tucker: I shall repeat it. Mr. Leonard, I should like to refer to the
point which you raised of the hypothetical case of the party in the urban centre
who had borrowed a sum of money against a piece of property and the asset
now is greater than the appraised value of the property. But his personal

[Mr. P. D’Arcy Leonard.]
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‘ obligation could be eﬁforced out of other assets. It seems to me that the number

of such cases would be very small indeed. That is, if the person was worth
the money and well able to pay it seems to me that the likelihood is that he
would have been paying steadily the amount owing and this mortgage would be
almost of necessity less than the value of the property. If that is not true I
should like you to indicate your opinion as to the volume that would be affected
by the condition you state, because the mere statement that there might be
somebody like that is surely not a basis for us to change the whole basis of
our legislation?

The Wrrness: It is quite proper that I should try to explain that to you,
Mr. Tucker. In dealing with such mortgages broadly throughout Canada, they
do undoubtedly have a depreciation in value of real estate, so that even where
a man is drawing a good salary and perfectly able to pay his interest, and if
necessary pay his principal and reduce it, he has questioned whether it was good
business on his part to do so. He considered that it would be better business
perhaps to leave the mortgage at its full amount, not reduce it—

Mr. Hion: Why should be be relieved?
The Wirness: That is the suggestion that we are making.

By Mr. Tucker:
Q. You are assuming that there is a man who is well able to pay but you

‘have let him go on and not forced him to pay. Do you do business like that?—

A. The moratoria have been protecting him.

By Mr. Landeryou:

Q. Which provinces?—A. Every province in Canada except New Bruns-

wick.
By Mr. Tucker:

Q. You suggest, Mr. Leonard, that in any province in this country a man
is protected who is well able to pay and refuses to pay?—A. Undoubtedly.

Mr. TrorsoN: Thousands of them.

Mr. Tucker: It is certainly not true of Saskatchewan.

The Wirness: Where the bigger volume of city mortgages is, that situation
is quite prevalent.

Mr. Tucker: I am surprised to hear it, because it is not true in Sas-
katchewan.

Hon. Mr. Dux~NinG: That is true, to my knowledge, also. I have no doubt
as to the truth of that, Mr. Tucker, unfortunately. I have to have to admit it,
but it is true.

Mr. Tucker: Elsewhere.
Hon. Mr. Dun~ing: What Mr. Leonard says is true.

The CHAIRMAN: Are there any others who desire to give evidence? Have
members of the committee asked Mr. Leonard all the questions they have in

mind? Then, Mr. Leonard, I think you are excused.
Witness retired.

The CHAIRMAN: Are there other representatives of the borrowers or lenders?
Hon. Mr. DuxnNiNG: Is any one else going to speak?

Mr. Leoxarp: Not from our group, Mr. Dunning and Mr. Chairman.

The CramrMAN: Shall the preamble carry?

Some hon. MemBERrs: Carried.
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Mr. Lanpervou: Are you going to have any more witnesses called?
The Cuamrman: Not that I know of.

Mr. Lanperyou: It is going to be rather difficult for me, at least, to come
to any real conclusion as to the effect of this bill upon the Dominion of Canada
as a whole, without having other witnesses called. I should like to have a
witness called that represents some insurance company, so that we can really go
into this whole business, as it affects that individual company and find out
what effect it is going to have on the company and upon those who are doing
business with the company. For instance, there are insurance companies with
head offices in the United States and other foreign countries; there are insur-
ance companies with head offices in Great Britain and there are insurance
companies with head offices in Canada, doing an insurance business and loan-
ing money on mortgages, farm mortgages and urban mortgages, in the prov-
ince of Alberta particularly. I have a record of the total amount of premiums
that are paid to these life insurance companies and the total amount of premiums
that are paid to the automobile insurance companies, the hail insurance com-
panies and miscellaneous insurance companies.

The Cuamman: Pardon me a moment, Mr. Landeryou. Is that the infor-
mation that you put on record the other day?

Mr. Laxperyou: That is some of the information I put on the record the
other day. But I have it for each company.

The CuarmaN: Yes. It is not necessary to place it on the record again.

Mr. Laxpervou: No. I am not placing it on the record.

The CuamrmaN: All right. 1

Mr. Lanxpervou: They are taking out of the province somewhere in the 1
1
i
1
|

neighbourhood of $17,000,000 a year in premiums and they are returning to
that province in the way of settlements of all claims only a fraction—less, I
believe, than 50 per cent—of the total premiums paid to them. In other words,
their net losses, including adjustment expenses, are approximately 50 per
cent of their gross premium income. ‘They have millions of dollars invested
in that province in mortgages, on farms and on homes. I believe the same
thing holds true in every province in Canada. I am further of the opinion
that they can take a substantial loss or make substantial write-offs in respect
of the mortgage indebtedness of the people of Canada without jeopardizing
the soundness of the companies. I would suggest that we have a representative
of these foreign insurance companies, a representative of one of the large
British companies and a representative of one of the large Canadian companies,
who would come here and give us the facts and figures in relation to the whole
set up, so that we as a committee can judge whether or not this legislation is
in the best interest of the Canadian people, I think just to have the evidence
that has been presented—and it has been valuable evidence—is not sufficient.
Further, we should have a representative from the provinces; for, after all,
ability to pay has to be considered. There are men qualified to give us infor-
mation as to the ability of the debtors of western Canada to meet their obli-
gations as set out in this bill. We should have those witnesses here before
the committee. I believe there is a member here who the other day suggested
that Mr. Hope, who is a professor in one of the western universities—I believe
in the province of Saskatchewan—should be called, for he has made a particular
study of the mortgage situation in western Canada.

Mr. CLeaver: Pardon me, Mr. Landeryou; but to what point would you
hope that Professor Hope would direct his testimony to assist us?

Mr. Laxperyou: He has, I believe—as they have in the province of )
Alberta—a particular knowledge of the debt structure of the province of Sas-
katchewan. He knows the position of the farmers at the moment; he has
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made a study of the effect of reduced prices upon their income; and he has
taken into consideration their overhead and the debt which they owe to machine
companies, to doctors, to dentists and to other creditors in their communities.
Mr. CLEaveEr: Yes. But you must realize that any legislation which we
pass must be permissive only in so far as the companies are concerned. Do you
suggest that we could give further scope to the present bill and still have
enough of the companies come under the Act to make it of any effect at all?

Mr. Laxperyou: We may be able to. There was no evidence brought

before the committee to show whether or not those companies could stand the

write-offs of this legislation.
Mr. Creaver: Professor Hope could not tell us that.

Mr. Laxperyou: I did not suggest that he could. I suggested that we
have representatives from these companies—representatives of these insurance
companies, representatives of these mortgage and loan companies, and repre-
sentatives of these trust companies here before the committee.

Mr. CLeaver: My question was directed to your suggestion that Professor
Hope should be called.

Mr. Laxperyou: Yes.

Mr. Creaver: While T would welcome all information, I do not see that
he could give us any information that would be of any assistance.

The Cuammax: He has the privilege of coming if he cares to come.

Mr. Maysank: If Mr. Landeryou will permit me to do so, I may say that
I am quite sure there are members of the committee who can inform him now
as to the evidence that these companies would give with reference to their
ability to take the cut. You cannot find any representatives of any mortgage
companies or any insurance companies anywhere in Canada—and if you were
looking over the world, you could not find them—who are going to come here
and inform you, “Sure, we can take the cut.” They will all say, “ No, we
could not possibly stand it.”

_Mr. Lanperyou: .What I am anxious to do is to get an examination into
their operations in the dominion of Canada, and we can ascertain whether or
not they can take this cut or not. That is what I am after. I should like to
have representatives of these companies here for that purpose. The member
who suggested that a representative of the provincial governments be sent here
recommended that Mr. Hope come before the committee. I have no doubt in
my mind but that the hon. member has a number of questions to ask him in
respect to the debt siutation in western Canada.

Mr. TayLor: Are you suggesting that you would alter this legislation if
these companies establish that they could not take the cut?

. Mr. Lanpervou: I am not making any recommendation. All I should
like to have is more information. As a member of this committee, I do not
know just wha't the debt situation is in respect to the provinces of Nova Scotia,
New Brunswick, Quebec, Ontario, Manitoba, Saskatchewan, Alberta or British
Columbia. I do not know. It has not been established to the committee
whether the same adjustment is neessary in one province as is necessary in
another province, or whether this whole thing should be handled by national,
federal legislation or handled by the provinces. I think we are just rushing
this thing through without the committee being informed on this matter at all.
Iido not know what rates of interest have been prevailing in Alberta—the
general rates of interest on all mortgages—as compared with the rates of
interest in Ontario or the other provinces. We should have more information
on this whole mortgage indebtedness situation. I do not think that we have
had enough at all.
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Mr. Trorson: If you found a case where a mortgage company could take
a cut, what would you do with that information? Would you change the basic
features of the Act and make the Act compulsory?

Mr. Lanperyou: I am not suggesting any changes. I am saying that this
information should be available; and what we decide to recommend to parlia-
ment will depend upon what conclusions we come to after getting all this infor-
mation.

Hon. Mr. Du~n~ing: Mr. Chairman, if I may be permitted, I should like
to make a general statement as to the procedure of the committee. It will be,
of course, in the hands of the committee. Needless to say, the government has
no objection to anyone appearing here to give evidence. But speaking now as
a member of the committee I may say that, if there is a proposal to summon
someone to give evidence by the committee itself, then I think the committee
should examine the possibility of that individual, whoever he may be, contri-
buting anything to the committee’s appreciation of the whole question.

Mr. Traorson: Certainly.

Hon. Mr. Dun~inGg: After all, what is the whole question? The proposal
is a simple one in its essence. Will anybody say, from any part of Canada—
and remember this is the most representative body in Canada, this very com-
mittee—that it would, from the standpoint of debtors, be a bad thing to see
{:’o it that their debt did not exceed 80 per cent of its value?” That is point num-

er one.

Some Hon. MemBers: Hear, hear.

Hon. Mr. Dunxing: Would anybody say that, from the standpoint of the
debtor, it would be a bad thing for a debtor anywhere in Canada to have his
arrears of interest in excess of two years written off? That is the second point.
Would anybody say that it would not be to the benefit of any debtor, from the
Atlantic to the Pacific, to have his mortgage adjusted to bear 5 per cent interest
in future? That is the third point. Those to me are the essential questions
from the standpoint of the debtor. When we come to the standpoint of the
lender and the lending institutions—

Mr. Lanperyou: There is just this question—

Hon. Mr. Dun~iNg: May I complete my statement? From the stand-
point of the lending institutions, we have had before us to-day counsel for the
body which contains and represents more of the lending institutions than any
other organization in Canada. We have had the views of that organization pre-
sented by Mr. Leonard, from the standpoint of their criticism, their construe-
tive suggestions. He has been unable to tell us, as the individual companies
themselves would be unable to tell us offhand, whether or not they can become
members under the terms proposed. It seems to me that our problem narrows
itself down to easily comprehensible limits. T do not say for a moment that
no problem exists; but I do urge upon this committee that it is not the kind
of problem on which we want to summon witnesses from all over creation to tell
us what the answer is. The problem is one which is presented to our business
judgment as representatives of the people. Having in mind the limits of the pro-
posal in so far as it affects the debtors, its essentially voluntary nature in so far
as it effects the creditors and the provinees, for my part I cannot see that any
great number of witnesses are necessary. The committee can, of course, do as
it wishes in that regard.

Hon. Mr. Camax: Mr. Chairman, I criticized this bill on its second read-
ing, but I should like to make a statement for the record, if I may. I will go
to any reasonable extent which may be found necessary to relieve the actual
financial difficulties of the farm owners in the three provinces of the middle
west who are unable to meet their mortgage obligations; but I hesitate to adopt
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any scheme which would tend to destroy the basis of existing credit in the other
eastern and western provinces, credit which is due to the existing confidence of
creditors in the good faith and honesty of their debtors. In order to resolve
the problem as I see it, I think it would be advisable if we could have one or two
or three witnesses representing individual companies who could give us in more
detail information with regard to certain of the issues which arise from the evi-
dence of Mr. Leonard, K.C., who has given his evidence to-day.

I do not wish to summon mortgage creditors from all over the country, but
it seems to me that we might have the evidence from one at least of the leading
insurance companies.

Mr. LANDERYOU: Yes.

Hon. Mr. Caran: One at least of the lgading mortgage companies and, if
there are other loaning companies, one representing each of the minor classes.

Mr. TaorsoN: Mr. Chairman, I think it would be highly desirable to have
representative witnesses of these classes of companies if they can give us
information along the lines that have been requested.

_ Mr. Leonard has indicated the difficulties involved in any individual member
of the association giving us concrete evidence as to their individual position by
reason of the difficulties involved in the fixing of valuations, for one thing. Now,
if any of the companies wish to appear before us and present their views, I
should think that we would be very glad indeed to hear what they have to say.
But I do not think we ought to put the individual companies in the position of
putting them on the spot, so to speak, and asking them, “Will you come in under
this legislation or will you not?” I do not think any representative company
should be put in that position. If they are willing to come and add to the
information that we have already had from the officers and counsel of their
association, unquestionably it would be of interest to us as members of the
committee to hear what they have to say; but I would not think it desirable to
summon or in any way put them on the spot.

Mr. Lanperyou: Mr. Chairman, I am in favour of reducing the mortgage
indebtedness of this country. I am not opposed to writing off 20 per cent and
reducing the rates of interest. But this piece of legislation is not compulsory.
I do not think it will serve the best interests of western Canada. That is why
I want more information. 1 think there should be a complete examination into
this whole question of mortgage indebtedness, and we have not had it as yet.

As far as western Canada is concerned, they have debt legislation covering
all classes of debt, not only debts on farms and in the homes but covering farm
machinery and other debts as well. This legislation, as far as I can gather—

Mr. CrLeaver: What has happened to your credit as a result?

Mr. Lanperyou: These companies have not been loaning in any province
in western Canada or loaning to a large extent in the maritime provinces. I
believe the credit of the province of Alberta is higher than any province in
western Canada. We are reducing our debt.

The CrAmrMAN: Order.

Mr. Lanperyou: Do not worry about the credit of the province of Alberta.
As far as the credit of the province of Alberta is concerned it compares very
favourably with the credit of any province in the Dominion of Canada.

Mr. Creaver: I do not see how you can say that.

The CramrMAN: Order, please.

Mr. Lanpervou: Now, this legislation is centralizing the control of the
whole set-up in the hands of a Central Mortgage Bank who are working hand
in glove with those large financial institutions with their head offices in any
place but Canada. Some of them have their head offices in Canada. It is
working hand in hand with these international institutions—
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Hon. Mr. Dun~inG: That is just pure nonsense.

The CrarMAN: Order.

Hon. Mr. Dun~inG: I have a right to say, Mr. Chairman, that this is pure
nonsense, if I want to.

The CuHAmRMAN: “Nonsense” is hardly parliamentary. Mr. Landeryou,
it is almost six o’clock. I would suggest that we might all be in better humour
to-morrow morning at 11.15.

Hon. Mr. Dun~iNGg: Before adjourning, with respect to the suggestion
which was made by Mr. Cahan, and I am not sure that it was made by Mr.
Landeryou but it certainly was by Mr. Thorson, the representatives of a number
of the leading institutions are here to-day; I would suggest that they might
consider overnight as to whether one or more of their number representing the
three types of institutions might give evidence. I do say this: that I do not
think the representative of an individual company on the stand here can properly
be asked intimate questions with regard to the particular business of that com-
pany beyond what normally exists in published statements.

Mr. Casan: The chairman will protect the witness.

Hon. Mr. Dux~ing: The chairman, I am sure, will see to that. Mr.
Landeryou is a difficult man to protect a witness against. But if that is agree-
able I have no objection.

Mr. Tucker: Mr. Chairman, what I am afraid of is that parliament will
conclude its labours if we do not sit more often than in the mornings and after-
noons. We will be here when they are through and there will be danger of
losing this legislation.

Hon. Mr. Dun~iNGg: No, sir.

Mr. Tucker: As far as I am concerned, we have to be here anyway and
I would just as soon be here as in the house.

Hon. Mr. CauAN: But there are other matters in the house which concern
some of us. :

Mr. Tucker: This bill is not any harder than any other on which we sit
in the house and do the work there, and there are many sections of this bill
that would not be affected at all by the evidence we get, and it seems to me
we might sit to-night from half past eight to half past ten to consider these
sections. .

In regard to what Mr. Landeryou said, I want to say that as far as I am
concerned I do not need to hear any representative from any financial institution
in this country as to what is good for the people whom I have the honour to
represent. I have my own opinions. I am ready to listen to representatives,
but I do not have to hear them to know what I should do in regard to this bill.
So that I, and I think a lot more, are ready—

Hon. Mr. Cauan: You have no difficulties then?

Mr. Tucker: —to support this bill and vote it into effect, regardless of
what any representative of any financial institution may say about it. They
may be able to help us, Mr. Chairman, but I do not think we need to take our
opinion from them. I do not see any reason why we should not go on and
consider this bill to-night.

The CHAIRMAN: Gentlemen, what is the pleasure of the committee as to
adjourning? All those in favour of adjourning until to-morrow morning? All
those in favour of sitting to-night?

We shall adjourn until to-morrow morning at 11.15 o’clock.

(At 6 p.m. the committee adjourned to meet again at 11.15 a.m. Tuesday,
May 30, 1939.)
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APPENDIX ON STATISTICS OF MORTGAGES IN CANADA
(A.) MORTGAGE LOANS AND AGREEMENTS FOR SALE HELD BY LoaN, TRusT AND INSURANCE COMPANIES AS AT DECEMBER 31, 1937

(Data taken from Reports of Dominion Superintendent of Insurance and Ontario Registrar of Loan Corporations)
(Thousands of dollars)

S, : Total | B.C. | Alta. | Sask. | Man. | Ont. | Que. | NB. | PEIL | NS
Loan Companies—
Bogisterod in Ontaxl0. ovoin - ire i sie o s nasiEelsams 147,607 8,775 9,553 23,359 12,468 69,357 22,768 . i 1, 8420k, o et &
Others registered with Dominion................... WO 4 v s 151 332 BRO. 1 s e y PG - S s LR e A N ;
17 1 R s Ry S L B ST et Y 157, 684 8,775 9,704 23,691 13,153 69,357 b B e e 10,261 S5 21 Wiless E RC
Trust Companies—Company Funds (})— Q a
Rogistered ip Ontario. te. .50, i ohownnsssbivss sans 15,668 449 2,080 3,213 1,833 5,684 088 4835 O e ¥
Others registered with Dominion................... 0 I Ve bty 21 324 SO0 o 0l R A 3001 it ; o
b 7 R VR S SEsPe el o] e 3 16,491 449 2,111 3,537 1,919 5,684 R R e 7987 S b ] i
Trust Companies—Guaranteed Funds (})— 8 )
Remistered Sn.Ontariol 5. 2or R e s 66,790 1,208 3,454 9,175 4,694 40,348 0 228 R ;083 o =
Others registered with Dominion................... S 007 T S 26 459 i 7 1 P et 24 0D ke 2:980. | S S
T i S e e A e P SR e 69, 887 1,208 3,480 9,634 4,826 40,348 6,828 0. o 4,088 i g A
Life Insurance Companies ()— Q =
Farme and Others Totalycivve: o ara b apecys satreas s 343,714 22,265 22,237 48,313 33,194 | 134,520 81,640 626 56 g63 o
Ty B | R R R RS S o R 65,091 285 16,008 37,926 9,972 951 0 B PR e 2 e
Amount on which interest due 1 year or more...| 35,127 238 10,341 20,667 3,759 107 | Eie Yy % ¢ 3 P S |
5 e B ) DA R T A SN el P 278,623 21,980 6,229 10,487 23,222 | 133,569 81,618 626 29 863 o
Amount on which interest due 1 year or more... 25,009 2,211 1,336 2,205 3,000 9,327 6,842 R P I B 30 i
B Eothl. o ah i R e e i 587,776 32,697 37,532 85,175 53,092 | 249,909 | 112,719 |.......... 16,8625 .S n s .
(1) Mortgages held by Trust Companies in Estates, Trust and Agency Funds are not included. A close approximation of the total mortgages is as follows:—
Dominion Companies. . .... $ 33,105,211
Provincial Companies....... 139,416,548
$ 172,521,759

(2) This does not include mortgages owned by British and Foreign Insurance Companies but not pledged with a trustee in Canada.

St
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(B.) Census Data on Farm Mortgages:

The census figures give only mortgages on farms being operated by their

owners, including parts of farms owned. The term “mortgage” is defined
broadly and appears to include agreements for sale. The totals ascertained
by the census of 1931, and by the census of 1936 for the Prairie Provinces,
are given below:—

1931 1936

Canada.. .. Sia s il S ot e e s ey ! SE R MR LT T B SO
Prairie Provineea: il s LRl s R 342,511,700 $347,843,700
British Columbla. LN T A3 Rl 8 Uiy 0 Wl S 15,177,200 e
AlBertal. s ac )il RS0 e o Fyba e ol RS SIS SIS 107,519,000 108,402,600
Saskatchewan e AL R O L B e e P R T D il a0l 188,118,300

Manitoba 7y A SesiBa! TRl Lo ik Sl Wi R e R T 59,223,400 51,332,800
RO o e i T e b o SR s A S A G R 199,755,100
%uebec K 96,409,400

ew Brunswick. . . S B RS b 6,485,400
Prince Edward Island Rt = AL oE CELAREN, S I ATS: TR0 4,866,700

Nova Scotia.. .. . i M L el el e R el 6,570,000

N.B—The census collects no data in regard to urban mortgages.

(C.) Farm Mortgages held by various Government Orgamizations:

1. DoMINION GOVERNMENT
Canadian Farm Loan Board as at March 31, 1938—
Pirat (oDt ERgen W libits il i s bas St Sl s an 28 SETE0H 306

Second - moTEEages s Potilfefs LBl wned ik um el 3 2,969,582 87
Agreements for P 4 SRR R SR sl e 352,021 26
Moball o e N I S b B e s et St B TR SRR R O BT
Soldier Settlement Board as at March 31, 1938—
Total loans.. .. sl i o 84T BT 43285
Total Domlmon Agenc:es SRS T T S P M B ) (17 100

2. PROVINCIAL GOVERNMENTS
British Columbia

Farm Settlement Board, ete. .. .. .. .. .. .. .. § 671,869 00
Saskatchewan
Farm Loan Board (as at Apn] 30, 1938)—Ad\ ances
owing to Government.. .. 16,387,983 00
Manitoba
Manitoba Farm Loans Association (as at April 30,
& 1938)—Total mortgages and agreements for sale.. 4,056,474 00
ntario
A;,ucultural Development Board (as at March 31,
0 38)—Debentures, less repayments to date.. .. 44,935,000 00
uebec

Quebec Farm Credit Bureau—Total loans made during
first two years of operation, up to April 30, 1939 30,771,439 00

Nova Scotia
Land Settlement Board (as at November 30, 1938)—
Loans to settlers, ete. .. .. A 567,500 00

Total—Provincial Organizations—approximate.. $97,000,000 00

(D.) Urban Loans made under Dominion Housing Act and National Housing
Act:
Total to May. 27th; 1980. 0 o Mt b wsf wie toim wa's wieitas Pae wion: $04,020,082: 00

(E.) Land Corporations:

Canadian Pacific Railway (as at December 31, 1937)
Mortgage Coll. and loans and advances to settlers ... $ 3,564,629 00
Deferred payments on lands and townsites.. .. .. .. .. 37,366,989 00

$40,931,618 00
(?)

Hudsons Bay Company.. .. .. ..

"
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MINUTES OF PROCEEDINGS

Tuespay, May 30, 1939.

The Standing Committee on Banking and Commerce met at 11.15 a.m.,
the Chairman, Mr. Moore, presiding.

Members present: Messrs. Baker, Cahan, Clark (York-Sunbury), Cleaver,
Coldwell, Deachman, Donnelly, Dubuc, Dunning, Fontaine, Hill, Howard,
Jaques, Kinley, Kirk, Landeryou, Leduc, Macdonald (Brantford City), McLarty,
Moore, Perley, Plaxton, Quelch, Raymond, Ross (St. Paul’s), Stevens, Taylor
(Nanaimo), Thorson, Tucker, Vien, Ward, White.

In attendance: Dr. W. C. Clark, Deputy Minister of Finance, T. D’Arcy
Leonard, K.C., General Counsel for The Dominion Mortgage and Investments
Association, and representatives of various companies Interested in the bill
under consideration.

The Committee resumed consideration of Bill 132, An Act to Incorporate
the Central Mortgage Bank.

Mr. Leonard was recalled and furthér examined.

After general discussion as to the advisability of calling further witnesses, it
was agreed to proceed to the consideration of the different clauses of the Bill.

Section 1 carried.

Section 2 carried with the exception of paragraphs (¢g) and (i) which stood
over for further consideration.

Section 3 to section 10, both inclusive, carried.

At 1 o’clock the Committee -adjourned until 4 p.m.

AFTERNOON SITTING
The Committee resumed at 4 o’clock.

Members present: Messrs. Baker, Cahan, Clark (York-Sunbury), Cleaver,
Coldwell, Deachman, Donnelly, Dubue, Dunning, Hill, Howard, Jaques, Kinley,
Landeryou, Macdonald_ (Brantford City), Maybank, Moore, Perley, Quelch,
Raymond, Ross (St. Paul’s), Stevens, Taylor, (Nanaimo), Thorson, Tucker,
Ward.

In attendance: Dr. W. C. Clark, Mr. G. D. Finlayson, Superintendent of
Insurance, Mr. Leonard and representatives of various financial companies.

The Committee resumed consideration of »Bill No. 132.
Section 11 to section 14, both inclusive, carried.

Section 15—Moved by Mr. Dunning that section 15 be amended by striking
out the words “a membership” in line 17, on page 5, and substituting therefor
the word “an”; and by inserting after the word ‘“agreement” in line 17, page 5,
the words “(in this Act called a membership agreement)”.

79816—1}
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Motion carried and section 15, as amended, carried.
Section 16.—On motion of Mr. Cleaver,
Resolved,—That each paragraph of section 16 be considered separately.

Moved by Mr. Dunning that sub-paragraph (i) of paragraph (a) be
amended by inserting after the word “agreement” in line 26 on page 5, the

‘words “and entered into before the first day of January, 1939.”

Amendment carried.

Moved by Mr. Dunning that sub-paragraph (ii) of paragraph (a) be
amended by inserting after the word “agreement” in line 28 on page 5, the wo
“and entered into before the first day of January, 1936.” ;

Amendment carried.

Moved by Mr. Cleaver, that sub-paragraph (ii) of paragraph (a) be
further amended by adding after the word “dollars” in line 30 on page 5, the
words “for a single family house and twelve thousand dollars for a two family
house.”

Amendment carried, and paragraph (a) as amended, carried.
Paragraphs (b) and (c) carried.

With respect to paragraph (d), Mr. Hill moved that the eighty per cent
adjustment mentioned in line 3 on page 6, be raised to one hundred per cent.

On point of order, Mr. Tucker objected to Mr. Hill’s motion on the ground
that the eighty per cent adjustment was one of the fundamental principles of
the bill, and that the Committee had no right to pass an amendment conflicting
with one of the main principles of the bill as passed in the House on second

reading.

It being then six o’clock, the Committee adjourned until to-morrow, Wed-
nesday, May 31, at 11.15 a.m., without the question being put on Mr. Hill’s

motion.
Note:— The 1939 membership list of the Dominion Mortgage and Invest-

- ments Association referred to in yesterday’s evidence by Mr. Leonard, is shown

in appendix to this day’s proceedings.

R. ARSENAULT,
Clerk of the Committee.
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House or Commons, Room 277,
May 30, 1939.

The Standing Committee on Banking and Commerce met at 11.15 a.m.
The Chairman, Mr. W. H. Moore, presided.

The CuAmrMAN: Order, please. Mr. Leonard, have you a statement to
make as to the desire of the companies to appear?

T. D’arcy LronNAgD, recalled.

The WrrNEss: Mr. Chairman, Mr. Minister and members of the committee,
after the suggestion that was made in the committee yesterday, that if any
further witnesses on behalf of individual companies desired to appear before
the committee, the committee was ready to hear them, I discussed that matter
with those representatives of companies that are here in Ottawa, and I was
asked to point out to you these circumstances: in the first place, in so far as
any general submission on the principles or along the lines of the general
effect, of the bill is concerned, the submission made by any further members of
the association would be a repetition of the statement I made yesterday, and
that in so far as the position with respect to individual companies that such
representative might be an officer of, that would not be a fair submission in
several respects: it would not be fair to the committee, because there is such a
variety of conditions and circumstances among the various companies and
various classifications of companies that any conclusions that might be drawn
from a situation resulting from the submission of one particular company as to
its own particular situation would, undoubtedly, be misleading. It would not
be fair in other respects, having in mind the responsibility of officers as to what
information they have available at the present time and could make available
to this committee to-day.

There was the very definite viewpoint I was asked to express to you that
in so far as every bit of information that is in the possession of these com-
panies that is relative to the bill, which the committee desires should be made
available is concerned, the companies are prepared to give that; it is purely a
question of method as to what might be and should be the fairest way in
which that evidence would be put before this committee. To draw any proper
conclusions from the standpoint of testimony of officers of individual com-
panies, it is our submission to you that the only fair thing that could possibly
be done would be to call representatives of practically every company in the
organization, and as the result of that, possibly some comprehensive picture
might be obtained. There is another method, and it is the one that has been
adopted in the past and is, in our opinion, the fairest method from the stand-
point of the companies, of their duty to their own shareholders and debenture
holders, the best methods in the public interest, and the fairest to the members
of the committee from the standpoint of arriving at any conclusion, and that
method is through the Department of Insurance. I think you gentlemen are
all aware of the fact that dominion incorporated life insurance companies, loan
companies and trust companies are all subject to the provisions and rigid
mspection of the Federal Department of Insurance and the Superintendent of
Insurance, Mr. Finlayson. There is already on public record through the
report of the superintendent, a great deal of information along the lines
requested by some of the members of this committee yesterday dealing with
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the companies. There is also available in the office of the superintendent of
insurance further information represented by his examination and report upon
the companies. In addition to that, he has the power and, in fact, without the
power there is no doubt about the willingness of the companies and the ability
of the superintendent,.to obtain from every company under his jurisdiction
every bit of information that any officer of a company could give to this com-
mittee. Practically the entire life insurance business is represented by the
companies incorporated under the Dominion of Canada and under the juris-
diction of the superintendent of insurance, so that a comprehensive picture in
so far as life insurance companies are concerned could thereby be given. As
far as the loan companies and trust companies are affected, while dominion
incorporations do not cover the field to the same degree as in the case of life
insurance, they do cover to a degree sufficient for the purpose of this bill that
any information available through the Department of Insurance as to the
position of loan and trust companies would be sufficient for the purposes. In
the past when this method has been adopted it has enabled not only a com-
prehensive picture to be presented by an officer who, I think, has the respect of
everybody connected with him as an officer who does his duty in the public
service—he has not only been able to deal with groups, but where necessary
and where any typical company’s position was needed to be shown, it could be
shown as an example of A company or B company or C company, and the
decision as to that would be a decision that he would make. On that account,
Mr. Chairman, the decision we have reached is that the fairest method of
getting any further evidence, other than that which I have given or other than
that which I might give within my own information if asked by members, but
particularly the information respecting the companies should come more
properly through the superintendent of insurance in the manner I have
suggested.

Mr. Creaver: Mr. Chairman, would the superintendent of insurance have
information as to each of the different loan companies regarding the interest
return on the year’s business in their mortgages and the cost of the money
during the corresponding period?

The Wrr~nEss: Mr. Chairman, if I might answer Mr. Cleaver. That informa-
tion would appear in the company returns.

Hon. Mr. Caman: I suggest that it is not a question of fairness or unfairness.
We are sitting here as a committee and we desire all the information which may
be necessary to render an opinion with regard to this bill being in the publie
interest, and if the department or the minister of finance in promoting this
bill had deemed it expedient to produce Mr. Finlayson as a witness they would
have produced him, and it may be the proper thing to hear Mr. Finlayson, but
we may also decide to hear information from the different loan companies. I
would like to ascertain from the companies or representative companies as to
the proportion of their mortgage business that is in default as to the difficulties
they have in arriving at voluntary settlements, agreements for settlements in
regard to mortgages and as to the advisability in the public interest of the
dominion government intervening to the extent that this bill proposes in an
adjustment of those liabilities. The bill in my opinion is not necessary if
satisfactory progress is being made by the individual companies in arranging
voluntary settlements with themselves as mortgagees and the numberous mort-
gagors who are indebted to them. I do think that information from individual
companies might be helpful, but as to whether or not that shall come before
or after a presentation of the case by the superintendent of insurance is
immaterial to me. I should like to be assured that we can call upon the officials
of the companies for detailed explanations with regard to any issue that may
arise.

[Mr. T. D’Arcy Leonard, K.C.]
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The WrirNess: Mr. Chairman, in answer to Mr. Cahan, just taking that

question, for example, with respect to the difficulty or not that companies may
‘be having in arriving at voluntary settlements. If an officer of a member
company were to answer a question to that effect with respect to his individual
company an erroneous conclusion might be drawn, and the only way in which
that question could properly be answered would be by having all the companies
that might be members of the Central Mortgage Bank come in and say what
their position with respect to that would be, or by the other method we suggest,
namely, if Mr. Finlayson wants to ask the companies—

Hon. Mr. Cauax: It is not Mr. Finlayson, it is this committee that wants
the information.

The Wrrness: If this committee desires that the statements from the
individual companies as to their own position be made to Mr. Finlayson or to
someone else on behalf of the committee, and if whoever it may be produces
the evidence to show that one company (A) is having difficulty and company
(B), not having difficulty, is not on the record, I think it should be. It is the
general result that should be on the record.

Mr. Vien: Might we request Mr. Leonard to speak a little louder so we
can hear back here?

Mr. Laxperyou: Did you suggest a method whereby we might secure that
information?

The WirnNess: By either one of those two methods. If you want witnesses
from individual companies the only fair method is to proceed to call all the
companies that might be considered in this matter and find out their general
experience, or to pool that information through an intermediary and have it
presented to this committee; and the suggestion I am making—and it is
subject to whatever the committee might feel as to some other suggestion for a
better method of pooling—hbut if it has been in the past with respect to the
superintendent, of insurance as to any particular matter that is within his own
knowledge now, he could produce it, or as to any further information—

Mr. Vien: We do not hear you very well, Mr. Leonard.

The Witness: I am sorry, sir. I was saying that the superintendent would
obtain that information from the member companies in the same way or to the
same effect that it would be given by the individual members only more
expeditiously and in a fairer way.

By Mr. Landeryou:
R Hq.s the superintendent of insurance all the facts in relation to the
mortgage indebtedness owed to the companies?—A. Yes, in so far as dominion
incorporated companies are concerned.

Hon. Mr. Canan: That is mere hearsay. After all, speaking for myself, I
have no desire to inquire into the private affairs of any company. I recognize
that each company may have certain information that is peculiarly its own
and which it would not necessarily wish to divulge to a public committee such
as this. But what I desire is to obtain a general view of the situation, and T
suggest with deference that one or two of the members of your association, one
of tbe leading insurance companies, one of the leading mortgage or loan com-
panies, could give a general view of the situation if their particular business
extends over a number of provinces.

Mr. Trorsox: Which ones, Mr. Cahan, would you suggest?

Hon. Mr. Canan: I do not like to suggest. I think any one of the leading
companies.

Mr. THorsoN: Is not that the difficulty?
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The Wirness: Mr. Chairman, I think Mr. Thorson has hit on the difficulty.
With all due respect to Mr. Cahan, I appreciate the information you would like
to have; in fact, after consultation with those representing the companies here
I think it would be the fairest method of getting what you desire.

By Hon. Mr. Cahan:

Q. What do you mean by “fair”?—A. To arrive at a conclusion as a result
of the evidence, because I have had experience with fifty companies and there
are no two companies in my opinion whose situations are so comparable that
any fair conclusion can be drawn from the submission of any one of them. What
I mean by a fair conclusion is a conclusion drawn as the result of a picture of -
one company which would be typical of a general picture.

Hon. Mr. Carsan: I would submit, Mr. Chairman, that we should first have
the superintendent of insurance but that by calling him as a witness in the first
instance we will not be precluded from seeking other information if the com-
mittee deems it necessary as it proceeds.

Hon. Mr. Dux~Nivg: If I might make a comment on the suggestion, I would
have no objection, of course, to any officer under my jurisdiction being called.
That goes without saying. But may I say that in so far as the superintendent of
insurance is concerned, the information in his possession, which has been studied
by the officers of the Department of Finance in connection with the preparation
of this legislation, is all to be found in the publications of the superintendent.
I have in my hand the report of loan and trust companies, and I can turn to a
particular company because there is a publication with respect to each company,
just as there is in the abstract, that bulky abstract which is published annually
by the superintendent of insurance with respect to life insurance companies.
This report says with respect to this particular company:—

First mortgages under which no legal proceedings have been taken—
$49,000,000.

Mortgages under which legal proceedings have been taken and are
still unsettled—$453,000.

Amount secured by agreement of sale or purchase of property not
subject to prior agreement. ’

Aggregate amount of sale property covered by such agreement—
$6,003,000.

That is the type of information contained which the superintendent of insurance
gets from these companies in order to carry out the duties resting upon him
under the relevant statute, and he publishes it all in these blue books with respect
to every company coming under dominion jurisdiction.

Mr. THorsON: All of which has been studied by the department preparatory
to this bill being drafted.

Mr. Tucker: And all of which is available to the members of this committee.

Hon. Mr. DunNinG: Quite. My submission is that the committee, with
all due deference, I do not think should assume that it is the function of this
committee to decide whether or not legislation of this character is necessary.
The House of Commons has, by adopting the second reading, in my view,
accepted the principle but has referred it to this committee in order that the
working out of the principle may be most effectively done; and to spend our time
going through blue books and calling officers responsible for the productien of
the blue books on the major question of the advisability of such legislation will,
I think, keep us here for an interminable length of time and will not likely
produce any more satisfactory results.

[Mr. T. D’Arcy Leonard, K.C.]
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1 should be very happy to arrange to have the superintendent of insurance
here. Frankly, it did not occur to me as being a necessity, but if the com-
mittee desires his presence, all well and good from my point of view. But I
do submit that we should not spend time endeavouring to decide whether or
not a bill of this character, and embodying the general principles contained in
it (to which I referred yesterday) should be enacted, but rather whether the
bill now before us does in a practical manner carry out what the House of
Commons decided, by accepting the principle on second reading, should be
carried out.

Mr. Lanperyou: The bill was accepted on second reading on the under-
standing that it would be referred to the Banking and Commerce committee for
a full examination into the whole situation, as I understand it. I think the
reason it went through second reading was simply because of the fact that it
was going to be referred to this committee.

Hon. Mr. DuxninG: That is true in measure, but certainly no minister
undertakes to refer a bill to committee in the expectation that that com-
mittee is going to determine on the major principles involved in it. T would
much prefer to have the whole House of Commons debate the major principles
rather than have them debated in committee. Certainly I wanted the bill
thoroughly examined in this committee, but examined as to its terms and as to the
means proposed to be adopted to effect the object sought. I did not take it
that the House of Commons was being transferred here for a general debate on
the principle, and I do not think the committee had that view.

Mr. CopweLL: I think the Minister of Finance is right when he says that
we adopted the principle in the house. He is also right when he says it is our
duty to examine the bill to see if the clauses of the bill meet the situation.

It seems to me that the various parts of Canada have different problems
in this connection. I paid particular attention yesterday to Mr. Leonard when
he stated that Saskatchewan had a particularly acute problem; also that there
is data which might assist both the companies and the government in arriving
at a basis. That is why I suggested yesterday that it might be well to have
some one representing, as it were, the debtor interests of the province of
Saskatchewan. I do not think the superintendent of insurance could do that.
As the Minister of Finance points out, his reports are all available to us in the
blue books. Perhaps the same may be said of others but not of our own govern-
ment blue books.

Hon. Mr. Dun~ing: Yes, they have all been studied, Professor Hope and
all the rest.

Mr. CoLpweLL: Professor Hope might be called before this committee in
order to give us a picture. If we are going to hear witnesses at all, I think we
should have witnesses representing the various interests. We have the mortgage
companies represented this morning, and perhaps there are others; T do not
know. But it seems to me we should also have, if we are going to hear witnesses,
at least one witness who has the confidence of the people in the western provinces,
and I think Professor Hope has that confidence and should be called if we are
going to call witnesses.

Mr. Tucker: Mr. Chairman, in regard to this idea that the only person who
is competent to pass upon the debtor interests is somebody we might call in as
a witness, I disagree with that view very.emphatically. I certainly consider
that I am just as well able to represent the debtor interests in the province
of Saskatchewan as anyone who can be brought before this committee. I
consider myself just as well able to defend their interests.

So far as different interests in the different provinces of Canada are con-
cerned, the various members of this committee and of the parliament of
Canada were elected by the people of Canada to represent those interests in
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this parliament and in these committees, and we do not need to call for
experts all over the country to decide what should be done by the parliament
of Canada for the people of Canada. We are the people elected to do that
sort of thing, and, as the Minister of Finance has pointed out, parliament
with its knowledge of the needs of the situation has decided that this bill
should go through. As far as I am concerned we might much better spend our
time considering the details of the bill than by threshing over whether the bill
is needed or not. I do not think there is a member of this committee who does
not realize that this bill is needed to take a load off the backs of debtors who
have too big a load to carry under present conditions.
Mr. PraxTon: All over the country.

Mr. Tucker: Yes, all over the country. There has been the suggestion
from the honourable member for St. Lawrence-St. George, Mr. Cahan, that
these companies are able to make satisfactory adjustments, and that this bill
is not necessary. I disagree with that view entirely. I realize that satis-
factory adjustments may be made from the standpoint of the companies, but
what we are considering is whether they are satisfactory from the standpoint
of the general public. Now, Mr. Chairman, I suggest that we proceed at once
to consider the bill clause by clause. All the time we can possibly afford to
give it can be well spent in improving and making this bill apply in a wider
field than I think it applies at present. There are one or two things I should
like to suggest so that the Minister of Finance may have them in mind. I
suggest that there should be something done in regard to second and third
mortgages because if you write down the first mortgage it improves the posi-
tion of the second and third mortgagees rather than the debtors.

Then I suggest it should be applied, as was suggested yesterday, to land
companies and railroad companies.

I suggest it should be applied at least in regard to the adjusting feature
to different provinces that have had the loaning companies act. It seems to
me that these things raise features—

Hon. Mr. Dunxning: What was your last suggestion—‘“the different
provinces” ?

Mr. Tucker: That have had the loaning companies act. For example,
the Saskatchewan government had a loaning Act—

Hon. Mr. Dux~iNG: You mean government farm loan boards?

Mr. Tucker: Yes. It seems to me that these things raise problems that
are so intricate that it will take all the time we can possibly afford before
parliament adjourns to deal adequately with them instead of trying to re-hash
stuff that is in these blue books and which every member, if he wants to read
them, can read them.

Mr. Tuorson: Mr. Chairman, I agree with Mr. Tucker generally. Mr.
Cahan’s suggestion that one of the purposes of calling representatives of the
companies would be to obtain their opinion as to the advisability of the Ie_gls-
lation. I submit, with deference to Mr. Cahan, that that is an erroneous view.

Hon. Mr. Caran: I did not suggest that. I suggested that we should have
their opinion with respect to the possibility of voluntary adjustments being
made between debtors and creditors. '

Mr. THorson: I understood Mr. Cahan to say that he wanted their
opinion as to the advisability of the legislation.

Hon. Mr. Canan: I do not think I said that.

Mr. Taorson: Then I stand corrected.

The question of advisability is for parliament, and parliament has passe_zd
upon the advisability of the legislation. It has passed upon the principles in
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the bill, and this bill is sent to the committee for the purpose of the committee
approving the workability of the bill so that the principle can be best carried
into effect.

Now, it has been suggested to us that one of the difficulties that would be
met in working out the bill would be in determining a basis of valuation.
If there are suggestions to be made by the companies as to what should be the
basis of the valuation, that might be taken into account when dealing with
the various clauses of the bill. For example, the important clause of the bill
is the one which deals with the regulating powers. There will be a tremendous
amount of work required to be done in order to frame the regulations. I have
no doubt that the officers of the department will be in continuous contact with
the insurance companies, the life insurance companies and the loan and trust
companies, in working out the regulations.

It might be well, for example, and I say this by way of illustration only,
we add to section 31 some provision relating to the subject of valuation; that
regulations might be made regarding the subject of valuation. There is a clause
there relating to the manner in which the appraisal committee shall perform
its duties. That clause, for example, might be amplified in order to make
specific provision for regulations relating to the subject of valuation. That is
the kind of thing that this committee should study—

Mr. Tucker: Hear, hear.

Mr. THorsoN: -—not the principle of the bill. We will determine the
principle of the bill, indeed, we have already determined the principle of the
bill. We have accepted the principle of the bill, and it is no function of this
committee to change the inherent principles of the bill. The purpose of this
committee is to work out the principles so that we shall have a workable statute
when we report it back to the house. The principle of the bill has been fixed.
The advisability of the legislation has been settled and I entirely agree with
Mr. Tucker that the best thing we can do now is to proceed to the sections of
the bill—

Hon. Mr. DunNinG: Hear, hear.

Mr. TuorsoN: —and discharge the duties which were imposed upon us;
that is, to improve the bill, if it requires improvement, so that the prineciples
embodied in the bill can be carried into effect. If a motion is required I would
be glad to move that we now proceed to a consideration of the sections of
the bill.

Hon. Mr. Stevens: Mr. Chairman, in part I think Mr. Thorson is right;
but it must be borne in mind that this committee is now on the question of the
preamble, and if the preamble does not pass then the bill is not reported. That
is within the competence of the committee. The custom or the practice in
parliamentary committees of this kind is to spend such time as may be deemed
necessary on the preamble and then proceed to vote on it, which can of course
always be forced by any member who desires to do so if the committee approves,
then proceed with the details of the bill.

But T think the point raised by Mr. Cahan has merit. There are certain
sections in the bill, sections 15 and 16 in particular, which require considerable
information before we can give an intelligent opinion regarding them.

I should like to make a suggestion, Mr. Chairman, to the Minister of
Finance and his staff which may be helpful in this respect. It is quite true, as
the minister points out, that in the insurance reports and the trust and loan
reports very complete data is set forth regarding the condition of the companies.
I would suggest that a composite statement be made of this report. It would
not take long; it could be done by to-morrow quite readily. I would suggest that
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that composite statement be placed before the members in tabulated form. That
would enable us to judge intelligently the points raised by Mr. Cahan, and which
I think I mentioned yesterday also. :

Hon. Mr. Dux~ing: I think it is all here in composite form.

Hon. Mr. Stevexs: In composite form? Then, lay the table before us.
Here is the point which has occurred to Mr. Cahan and myself and I think
it is also in the minds of some others: with regard to companies that have
a substantial portion of their mortgages in excellent shape, requiring no adjust-
ment at all, such companies may be definitely handicapped by this bill as
it is at present. We should like to know what proportion there is, speaking
by and large, in default. I do not agree with the idea that we should initiate
here an inquisitorial investigation of individual companies, not at all. I know
that my friend Mr. Cahan has not that in mind. What we wish to do is to
secure the information without taking individual companies and subjecting
them to public scrutiny at this time, because there is no reason for that. If
this information could be filed in a form that will cover the question that
has been raised, I think it would be helpful. Now, that question will not
arise until we come to section 17 of the bill.

Hon. Mr. Dun~inGg: It would not be needed until then.

Hon. Mr. Stevens: It will not arise until that point. With regard to Mr.
Coldwell’s suggestion, it is desirable, if we had unlimited time and if this bill
had been before us two months ago, as I think it should have been. We could
then have invited Professor Hope or anyone else to come down and give us
a dissertation on it; but there are numerous reports of Professor Hope and
others relating to conditions and we have that information.

Mr. Vien: Are these reports available?

Hon. Mr. Dun~ing: We have odd copies; we have not them for general
distribution but we have our own reports.

Hon. Mr. Stevens: Members who are interested have reports.

Mr. Trorson: Of what?

Hon. Mr. Stevens: Of Professor Hope’s report.

Mr. TrorsON: It is in the marketing conference report.

Hon. Mr. Stevens: There is nothing that Professor Hope can add to
the very elaborate report that he has already made.

Hon. Mr. DuxnNing: May I say that Professor Hope, like all the- rest
of us, can only generalize on values.

Hon. Mr. Stevens: The point I was coming to is this: if we wish to proceed
with some degree of expedition obviously we cannot wait until we call in
individuals from different parts of the country to offer information; so I
suggest, Mr. Chairman, that we should satisfy the point that has been raised
by compilation of the data already published in the annual statements which,
I think, will be quite as complete as if you spent hours going over this ques-
tion. - With that compilation before us we could intelligently analyse section
16 when we come to it.

Hon. Mr. Du~x~NinGg: Yes. Mr. Chairman, if I might—

Mr. Ross: I just want to say one thing. Might it not be advisable, when
we are studying the sections of the bill, as we go through them, to have the
superintendent of insurance here to answer questions which may come up as
time goes on? I quite agree with Mr. Stevens that this bill requires a great
deal of study. I think that we should have had it before us for a long time,
for two months or so. I think it is comparable to the formation of the Bank
of Canada. I think it is asking a great deal to form an institution of this
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kind in such a short time. I agree with my friend in connection with the
information, but I do think that we should have the superintendent here to
answer questions. He is more familiar with these matters than anybody else.

Hon. Mr. Dux~ing: If I may say a word, Mr. Chairman, in reply, certainly
we will make available the superintendent of insurance. I appreciate the force
of Mr. Stevens’ suggestion but may I point out this in that connection, and
on the preamble, that in my study of the matter I found it quite impossible to
place any reliance upon bulking the figures of all companies together and
striking the average, for the reason that the average did not correctly represent
the position of any one company, and each single company will of necessity
determine the question as to whether it will or will not become a member on the
basis of the impact of the legislation on its individual position. I found that
very difficult, Mr. Stevens, in sizing up the situation. It was that, in fact,
which brought me to suggest to the government the form which the legislation
now takes. I will be perfectly frank and say this is not the first attempt by
any manner of means to get some means of approach to this great question; and
the approach is, as I said yesterday. We have determined the approach on
the basis of bringing every mortgage down within the two clauses mentioned
to not more than 80 per cent of the valuation of the property. Now, the
question that every individual company has, having regard to its individual
situation, is, can it stand that, having regard to such compensation as the bill
provides. From the standpoint of the debtor, as I said yesterday, he is that
much ahead at any rate if it goes through, and his position is improved to that
extent. The second point is that each company will have to look at it indi-
vidually, and no bulking of figures will really help us in arriving at a judgment
as to the extent of sacrifice on the part of companies which will be involved
in writing off interest in excess of two years.

Now, there are individual cases where that would be very heavy and there
are others where it would not be heavy, dependent somewhat upon the relative
volume of business of the companies in parts of the country which have been
more adversely affected by the last ten years of depression than others.

Then the third question is, can we justifiably ask the companies entering
this scheme to re-adjust their mortgages so far as their future term is concerned
to a 5 per cent amortized basis? It seems to me that expert evidence will not
help us there. Professor Hope can tell us, for instance, as he has in his publica-
tions, the basis of the possible valuation of farm lands. Now, as Mr. Stevens
says, that arises on the section dealing with our valuation machinery, the
importance of which I acknowledge, the difficulties of which I acknowledge, but
I do say that it is not a question of determining what Hope says or what any-
body else says, but putting into law machinery which will, in our judgment,
enable fair valuations to be made. We cannot, for instance, put in every class
of soil that Hope deals with in Saskatchewan and say in such a district so-and-so
shall be the best valuation. It would not work that way; but we can ensure that
the basis of valuation put into this statute shall be such as to ensure fairness,
and that is about as far as we can go, if we heard all the experts in creation.

Now, in so far as the superintendent of insurance is concerned, as I said,
I am quite willing to have him here answering questions; but I am quite sure
that the superintendent of insurance’s answers with respect to an individual
company will be confined within the four corners of what the statute makes that
company give him by way of information, and that is exactly what he puts in
his annual report with respect to every company. The insurance report is on
the table there in front of my friend from Toronto. That gives an extract with
respect to every insurance company. It does the same thing with respect to
loan and trust companies, and in the earlier pages there are numerous tables,
classifications of mortgages in the bulk, as referred to by Mr. Stevens.
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I am quite willing to arrange to have the superintendent of insurance here
this afternoon, and I think having regard to that, that we can now properly
proceed to eonsideration of the clauses of the bill. Obviously the difficulties of
valuation must be faced. As Mr. Stevens says, when we come to that section
fair valuations are vital.

Mr. Lanperyou: There is that other point, that the conditions and circum-
stances that affect one company will not affect another company.

Hon. Mr. DuxniNG: But nothing we can do by way of legislation here can
possibly equalize the positions of the companies.

Mr. LanpErYoU: But we are paying 50 per cent of the reduction that they
have to take—50 per cent of the write-off is charged to the treasury. Some of
those companies may not be in need of it as much as the others. Unless we have
the information we might be working an injustice on one and justice on another.

The CrarmaN: Shall the preamble carry?

Mr. CLeaver: Mr. Chairman, there are two matters which I would like to
bring to the attention of the minister at this time because it may require some
looking up of material. The first is—I agree entirely with what Mr. Tucker has
said, but I think there is one thing he has overlooked entirely—I intend to sup-
port the bill, certainly, but there is one thing he has overlooked and it is that in
so far as loan companies are concerned this bill is optional, it is not compulsory,
it is just permissive. Now, does it not necessarily follow that the rates set
up by the bill—I am referring now to new business—that the rates set up by the
bill must be such as will attract the loan companies to the Act and encourage them
to come under it. Now, if the rates are not adequate the loan companies will
not come under the Act and the Act will be entirely inoperative. I took the
trouble overnight to check up as to one company, and as to this company—I
will not give the name of it; my figures may not be accurate, but I believe they
are substantially correct—I found that over a 15-year period the interest returns
on all of their mortgage investments amounted to 7:02 per cent. As to that
same company I found that the money which they were loaning cost them 4-85
per cent. In other words they had an operating spread of 2-17 per cent. And
this is'the rest of the picture: during that 15-year period their reserves have been.
depleted just over $3,000,000. Now, if you set aside a yearly amount sufficient
to overcome that reserve loss set up on a 15-year basis it would take -594
per cent; on a 10-year basis it would take -783 per cent. It is rather obvious
to me that if we are to expect the loan companies to cover the entire field of
profitable loans as well as some marginal loans the rate must be higher than a 2
per cent spread.

Hon. Mr. Dunx~ing: We will come to that in another section.

Mr. CLeaver: Yes, I know that. I promise not to be long. We have this
year passed legislation whereby we have driven the loan sharks out of business.
The loan sharks will have money seeking investment. I would hate to see this
loan shark money driven into the mining districts of northern Ontario and into
the western provinces or driven into places where it is not as profitable for the
loan companies to do business as in the large urban centres like the city of
Toronto. My suggestion, Mr. Minister, is this, that we should ask our super-
intendent of insurance to compile a summary of five or six of the leading loan
companies so that this committee may have available the interest yield which
they have been receiving and the cost of the money to the loan companies, and
also information as to what, if any, losses in depreciation and reserve have taken
place.
The other point I want to mention—I might say that I expect to meet with
very violent opposition but I am going to bring it out anyway—I do not see
why it is fair for us to single out company mortgagees, and mortgagors borrow-
ing from companies, and say to those individuals:- we will give a government
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subsidy of 50 per cent of the amount written off. For the life of me I cannot
see why if we would eliminate one or two provisions of the Act—I refer
especially to the provision providing for a government loan on a reduced mortgage
—if that provision is limited I do not see why the Act could not be made to
apply to private investors and to mortgagors borrowing money from private
investors. That is, as to private investors I can readily see that the operation
of the Act must be restricted to the 50 per cent subsidy, and if it is restricted to
that as to all mortgagees and mortgagors who voluntarily agree on a composition,
I do not see why the Dominion of Canada should not make the same return to
these groups of people as to the loan companies and the borrowers from the loan
companies, :

Mr. Laxperyou: Mr. Chairman, this bill in my opinion, is an attempt
to centralize power and to interfere with the powers and jurisdiction of the
provinces over mortgage indebtedness. I would like to direct a question to
Mr. Leonard.

Mr. Tucker: Mr. Chdirman, there is a motion by Mr. Thorson that we
should proceed to consider the sections. I think that motion should be put.

Mr. Lanperyou: I do not understand why I cannot ask a question.
The CuarMaN: It is just a question he wishes to ask.
Mr. Laxperyou: Yes.

By Mr. Landeryou:

Q. Mr. Leonard, with regard to the companies you represent, are they
satisfied with the debt legislation of western Canada, particularly the province
of Alberta?—A. They are not, Mr. Landeryou.

Q. They are not. That is the question I wanted to ask. And I wanted
to ask a further question as to whether they are satisfied with the general
principle, the general set-up, in this legislation?—A. I think, Mr. Thorson
probably put that better than I could. We have not considered this as being
a matter upon which we should make a submission to you as to the principle
involved. That is a matter for this committee—for parliament to decide—
and it is also a matter for each individual company as and when a member-
ship agreement is presented to it to decide whether or not it will come in
under the principle involved in this bill. Therefore, the submission we are
making to you is that, you having made it a voluntary basis as to whether
any company does or does not come in under this bill, you having estab-
lished what the principle may be, we simply point out to you the particular
difficulties which are in the way of agreements.

Q. There is considerable difficulty in getting co-operation of these large
companies, large loan companies? I know in the province of Alberta there
is considerable difficulty in getting the co-operation of these large companies
and other large creditors in the reduction of interest and in the settlement
of debt in that province, and if the federal government has no more success
in getting their co-operation than the province of Alberta has had, then we
can hope for very little success for this legislation.

Mr. DonneLLy: We had success in Saskatchewan.

Mr. CorpwerLL: Mr. Chairman, on a point of order. If we are going to
hear representatives of the creditor groups I think we ought also to call repre-
sentatives of the debtor groups. If we are to hear no witnesses as we proceed
with the bill, let us proceed. But I do say that if we are to question wit-
nesses representing one side—I do not say this personally at all—then I say
we ought to question somebody who is competent to speak from the debtor
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E point of view. However, I think Mr. Tuckers statement is correct and that
A the members of this committee can speak for both debtor and creditor points
of view. I

The CramrMaAN: Does section 1 carry?

(Carried.)
Mr. LanpEryoUu: No.

Hon. Mr. Cagan: Mr. Chairman, I should like to present a matter for
the consideration of the minister of finance who has charge of this bill. I am.
drawing to his attention the use of the word “bank.” I suggest that using :
the word “bank” in this connection is not only a misnomer but is likely to |
lead to grave misconception and misunderstanding in the public mind. In the
Dominion of Canada we have used the word “bank” and “banking” to signify
a certain class of corporations and a certain particular class of business. I
suggest that inasmuch as we have had a bank defined in our Bank Aect which
precludes the making of loans on real estate, on the security of real estate,
it is not wise, I suggest, to depart from that practice. Mortgage bank is a
term unknown in Canadian legislation hitherto. Mortgage bank, I think, is
a term that was introduced in Germany by German legislation. I do not
think it has ever been introduced in legislation in the United Kingdom or in
any member of the British commonwealth, and I therefore suggest—

The CuAIRMAN: —by way of amendment, Mr. Cahan?

Hon. Mr. Camax: I am going to propose—rather I was making a sug-
gestion in the hope that the minister might agree to an amendment. I realize 4
that any amendment moved by me in opposition to the views of the minister \
has little chance in this committee.

Mr. Tuorson: What word would you suggest in substitution?

Hon. Mr. Caman: I do not like the word “corporation” but if you would
call it the central mortgage corporation it would be more appropriate than
central mortgage bank, and would tend to differentiate in the public mind the
undertaking of this institution and the business generally of the institution from
that of the chartered banks and of the central Bank of Canada. I make that
suggestion in the hope that the minister may give it favourable consideration,
because I do not wish to appear to be antagonistic to his personal views of what
the name should be.

Hon. Mr. DuxNing: Mr. Cahan made the suggestion in the House of
Commons, and because of the source from which it came I did go into the
matter with some care. It may be said that a rose by any other name would
smell as sweet, but we do want an appropriate name for the institution which
we are bringing into being and which will be important in the affairs of Canada
for a considerable time to come, we hope. I have difficulty, Mr. Cahan, in finding
another word which would not, from my point of view, carry objections. To call
this a mortgage corporation is incorrect, because it is not becoming in any sense ’
a mortgagee as does an ordinary mortgage corporation. Its powers consist in
the ability to refinance mortgage institutions. In other words, it performs
for mortgage institutions a banking facility.

Some Hon. MemBERs: That is right.

Hon. Mr. Dux~iNGg: I could not find a word—"“corporation” would not
do; it would connote an entirely wrong appreciation of the function, and
frankly I was unable to find a word which more nearly expressed the functions
of this peculiar institution than does the words “mortgage bank.” “Bank” alone
would not do. “Mortgage loan” would not do, obviously.

Hon. Mr. StevEns: How would it do to have such an expression as “central
mortgage adjustments association,” or if you insist upon the word “bank,”
“central mortgage rediscount bank?”

[Mr. T. D’Arcy Leonard, K.C.]
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i Hon Mr. DuxNiNG: I might say that in the first draft that was made we
did use the word “rediscount.”

Mr. Trorsox: But it is not a rediscount bank.

r . Hon. Mr. Du~n~ing: It is not a rediscount institution.

Mr. TrorsoN: It is not a mortgage loan that is going to be rediscounted.

Hon. Mr. DunNiNG: No.

Hon. Mr. Srevexs: Indirectly.

t Hon. Mr. Dux~ing: No. The dealings of the Central Mortgage Bank
with the members will be on the basis of evidences of debt secured by the assets
of the corporation which, of course, include mortgages.

Mr. THorson: That is why the words “mortgage bank”—
Hon. Mr. CaHAN: Suppose we say ‘“‘central mortgage credit company?”

; Mr. Tavror: I cannot see anything wrong with the word “bank.” We have
k* savings banks and commercial banks, and there is no reason why we should

S

not have a mortgage bank.

Mr., Tuorson: The word “bank” is all right, but this is not strictly a
mortgage bank.

i The Craairman: Shall clause 1 carry?
(carried).
: The CuamrrMan: Clause 2?

Hon. Mr. Stevexs: Mr. Chairman, in subsection (i): “ ‘Mortgage’ includes
a hypothec and an agreement for sale.” Now, I sense some danger in this mort-
gage bank being given too wide powers in dealing with agreements for sale,
and, therefore, it strikes me that it is a mistake to include agreements for sale
as mortgages because they are not mortgages. They are rather a dangerous
q class of security for an institution of this kind to get mixed up with. If we are

going to set up powers for loan companies with large portfolios of agreements
for sale we want to know it before the bill passes. Consequently, I would not
like to see the term “mortgage” changed from its standard. That is, it is a
mortgage debt, a charge against the property. I suggest that if we do wish to
include agreements for sale it should be defined separately and distinctly so
that we will know what it is.

Mr. Ross (St. Paul’s): I suggest there should be a definition of “farm
mortgage” and “non farm mortgage.” I think you are going to have some trouble
there.

Hon. Mr. DuxNiNG: Mr. Stevens has raised a very important point which
gives some difficulty. It was very difficult in contemplating legislation of this
kind to contemplate barring agreements for sale, and it becomes more difficult,
having in mind suggestions of members in this committee, that certain large land
companies will be brought within the scope of it. For instance, the suggestion
was made yesterday that the Canadian Pacific Railway should somehow be
brought within the scope of it. That question is difficult to deal with, but
obviously agreements for sale constitute the great bulk of the business of that
corporation.

Hon. Mr. Stevexs: It should be distinet from mortgage.

Hon. Mr. Dux~ixa: That is one point where I did not follow you: as to
what would be the advantage of separately defining an agreement for sale;
we only put it in there as a mortgage in order to avoid repeatmg everyw here
through the Act “mortgage and/or agreement for sale.”

Hon. Mr. Camax: I do not think—an agreement for sale which 1ncludes a
charge or hypothec upon immovable property might be included as a mortgage,
but I would suggest that mortgage includes hypothee, while T understand it is

only applied to real estate or immovable property.
70816—2
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Hon. Mr. DuxninG: Real estate, yes. ,
Hon. Mr. Caman: Well, it should be so restricted to real estate or immov-
able property as we use the term in the province of Quebee, and it should
include not only hypothec but any charge—the mortgage is a charge, a
hypothec is a charge, but it should include a charge of hypothee—.

Mr. THorson: Or encumbrance.

Hon. Mr. Camax: That is not a proper term.

Mr. Trorson: We use it in the province of Manitoba, I beg your pardon.

Hon. Mr. Cauax: Encumbrance is a charge. A charge is the specific
term used in all countries that have adopted the English—

Mr. TrorsoN: We use the term ‘“encumbrance” as a separate term from
the mortgage. It is a well-known term.

Hon. Mr. Cauan: If we do that, a charge should be included, a hypothee
should be included; but in so far as an agreement for sale constitutes a charge
or hypothec or encumbrance, if that term is to be adopted upon real or
immovable property then it is praperly included; but what is here would
include a bill of sale or mortgage upon personal property.

Hon. Mr. Dun~Ning: We do not want to include that.

Hon. Mr. Canax: We have not restricted it to real estate or immovable
property.

Hon. Mr. Dun~ing: I wonder if the committee would agree to permit me
two privileges, one that of sitting down and the other of getting the help of the
deputy minister with respect to matters of draftsmanship as they arise. It
will ease the burden upon me, if the committee will be so good as to agree
with .that,

Hon. Mr. CauAn: Certainly.

Hon. Mr. Dun~inGg: Now, the point raised by Mr. Cahan may have con-
siderable legal importance, and may I suggest too that the legal importance
of it varies 1n accordance to the law and practice of various provinces. - There
are strange terms used in some parts of Canada under provincial law com-
pared with terms used in other parts, and it was because of that that in 1931
we gave rather wide powers of definition to the Governor in Council in order
to try to meet all of the varied conditions which exist under provincial law in
the various provinces. That, I know, does not dispose wholly of Mr. Cahan’s
point.

Mr. THorsoN: It might be a mistake in a definition section to broaden
the definition of mortgage to include charges or encumbrances generally; it
might be a definite mistake to do that because there are certain charges upon
land that are not contemplated by this legislation, and that I think is the
sound justification for section 31, the regulating section, which gives the
Governor in Council power by regulation to define further for the purposes of
this Act such things as hypothec and mortgage. I think it would be much
better in view of the fact that section 31 contains the regulating power for
further definition, to avoid the mistake of extending the term “mortgage”
generally to cover what we ordinarily understand by the term mortgage and
also cover the word “charge” and the word “encumbrance” because charge and
encumbrance might cover a multitude of transactions that are not normally
and ordinarily mortgage transactions.

Hon. Mr. Dux~iNG: But I am concerned about Mr. Cahan’s point that
the definition as laid down here might include charges on personal property.

Hon. Mr. Cauan: It does. ;

Mr. Tucker: All you need do is simply add “of land.”

Mr. Taorson: I submit you do not need that in view of section 31.

[Mr. T. D’Arcy Leonard, K.C.]
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 Mr. Creaver: Would it overcome the difficulty if we were to delete sub-
~ section (i) entirely? Is there any need for it in view of the flexible powers
~ given under 31?7 ; ;

" Hon. Mr. Dun~ina: We have referred to mortgage all through the bill.

‘Mr: Praxrton: I think it must be appreciated that this Act.contemplates
dealing only with lending institutions who deal in securities affecting land; and
any suggestion that this might affect a bill of sale or a chattel mortgage is
entirely out of the question.

Hon. Mr. Cauan: The loan companies deal with chattel mortgages.

Mr. Taorson: I think it is all right as it is.

Hon. Mr. Dux~ing: Don’t you think that seetion 31 gives ample power-
to avoid the difficulty you speak of?

E Hon. Mr. Canax: It gives ample power to avoid it, but it gives ample:
power to extend it— :

Hon. Mr. Dux~ina: Oh, we do not want to do that.

Hon. Mr. Canan: —so as to include all sorts of conditions of personal
property. I am suggesting that this word “mortgage” should here be restricted
to a mortgage because I am more accustomed to the word “charge” under the
English laws, and mortgage is a charge; but it may be a charge on real or per-
sonal property. I suggest that “mortgage” here, whatever you say about it,
should be restricted to charges or hypothees, and I understand the point with
regard to land, real property.

Hon. Mr. Dux~Ning: Would this meet your point: “Mortgage” includes a
hypothec and an agreement for sale of real property; add the words “of real
i property.”

Mr. MacponaLp: That would not exclude a mortgage of personal property.
I think it would have to set forth definitely that the word “mortgage” means
only a mortgage on land and includes hypothec of land or any agreement for
sale of land. The word “land” has to come in as being restricted to land.

Hon. Mr. Duxying: When you say “land,” does that include the house on
the land?

i é\/{r. MacponNarp: Oh, yes; the real property. I would not use the word
and.”

Hon. Mr. Cagan: Or “immovable.”

Hon. Mr. Dunning: We have a lot of lawyers on this committee.

Mr, TuorsoN: Why not let subsection (i) stand.
- Hon. Mr. Du~nNinGg: I was going to make a suggestion that we now have
enough on the record to see what the points involved are, and if we could agree

to pass the section subject to subsection (i) standing, it could be redrafted to
meet, the objection.

- Mr. Tucker: Mr. Cahan is objecting to the words “agreements for sale’”
being included.

Hon. Mr. Caunax: No, not if they involve what I understand to be a lien
or charge or hypothee or encumbrance upon real property.

_ The CuamrmaN: Section 2 is carried with the exception of the subsection
(1) which stands.

Section 3, shall it carry?
(Carried).
Shall section 4 carry? :
Mr. Tavror (Nanaimo): Before leaving section 2, “member company.”
That was never discussed. Is the membership to be entirely confined to those

loan companies, trust companies and insurance companies?
70816—2}
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Hon. Mr. Dunxina: I think, in view of the suggestion made yesterday about
land companies, no one here would desire to exclude land companies such as
the Canadian Pacific or the Hudson Bay company, who have large dealings
in land; but I had some difficulty in finding a definition which would confine it
to corporations who have had, shall T say, a major interest problem and not to
bring within its scope institutions which have merely an incidental land interest.
I suggest for the present that (g) as well as (i) should be permitted to stand.

Mr. Tuorson: In the light of that suggestion, might we also consider
whether we might include under section 31 the term “member company” as one
of the terms that might”be defined by regulation?

~ Hon. Mr. Dux~inG: We will take a note of that. Subsections “(g)” and
“(1)” stand.
~ The Cuamrmax: Mr. Cahan, have you a statement to make? Are you ask-
ing that sections 3 or 4 should stand? Is 3 carried? '
Carried. :
On section 4.
Carried.

On section 5.

Hon. Mr. Stevexs: Mr. Chairman, I do not know what my colleagues on the
committee will think of my position on what I am going to say. I want to make
1t clear that there is not the remotest reflection on the governor of the Bank of
Canada in what I say, because I think very very highly of him; but I do not
think that we should impose upon the governor of the Bank of Canada the duty
of being governor of this bank.

Mr. MacponaLp: He won’t have to appear before this committee so much.

Hon. Mr. Stevens: He may be here very much more frequently. In the
first place I think the governor of the Bank of Canada has all he can possibly
attend to in his duties with the Bank of Canada. These duties are extremely
onerous and very important. He has discharged those duties with singular
ability but it does not follow that a banker is the proper type of person to have
as head of a great mortgage bank.

Mr. Trorson: He is more than a banker in the ordinary sense.

Hon. Mr. Stevens: The governor of the Bank of Canada is more; he is, I
think, one of the best economists in the country. I believe that from the experi-
ence that we have gained in the last few weeks—those of us who have attended
the committee, by the way. I am not reflecting at all on the governor of the
Bank of Canada. I think it is a mistake to make him governor of the Central
Mortgage Bank. I think probably it would be a good idea to have the deputy
governor of the Bank of Canada a member of the board of directors but I think
the governor of this institution—and I think the minister has in mind a managing
head—should be probably the best and most experienced man in the mortgage
loan business that you can possibly get, because it is a definite and distinet line
of business. For instance, it does not follow that the head of a trust company
would be a good head of a life insurance company. There is a distinction in
the business, and there is no reflection on one to say that he is not fitted for the
other by virtue of his training. I think myself, Mr. Chairman, that it is a
mistake to make the governor of the Bank of Canada the governor of this institu-
tion, and the deputy governor of the Bank of Canada the deputy governor of
this institution. The minister may have some explanation for it, but I feel
very strongly on the point and urge consideration of it.

Mr. MacpoNaLp: Is there any manager?

Hon. Mr. Stevexs: It would not make any difference to my point if there
were. The governor of the institution is the head. He is the man who will direct

[Mr. T. D’Arcy Leonard, K.C.]
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the policy and it will be dominated by him.- I will use the term in regard to all
the ramifications of the incoming member companies and so on. That will alse
apply to the nature of their business, the question of appraisals and adjustments,
all the psychology of the thing will be more or less subject to the governor.
Hon. Mr. Canax: A full job for one man.
Hon. Mr. Stevens: Yes, and an important job.

Mr, Tavror: I am disposed to view that somewhat differently. I think all
those responsibilities should lie in the manager along with the board; but I
am of the opinion that this institution should be definitely tied in with the central
Bank of Canada as it is set up. It should have one supreme head. If the work
is going to be too onerous, from what I know of the gentleman, he will be the
first one to point out that he wants some assistance. I feel that this is a matter
that should be tied in with the central bank.

Hon. Mr. Dux~iNG: I will express my view when members of the committee
desire it. .

Mr. TaorsoN: We should like to have it.

Hon. Mr. Dux~inG: I need not tell the committee how highly I regard the
abilities of the governor of the Bank of Canada and the manner in which he is
discharging his function. The same is true of my appreciation of the organiza-
tion he has built around him. I am very anxious that there should be the closest
possible tie between the Central Mortgage Bank and the central Bank of Canada,
because as sittings of this committee have demonstrated, more and more the
Bank of Canada will become the medium through which this house will receive
accurate information respecting the economy of Canada generally. I think
perhaps the members of the committee would be the first to agree with me that
during the length of time that the bank has been in existénce through the
research point of view it has made available information to a degree and in a
manner which has never before been available to this parliament.

Mr. CrLeaver: Hear, hear.

Hon. Mr. DunninG: Having said that, there is another point which T deem
of some importance. We need a first class mortgage man as active managing
head of the operations of this institution; but because of the fact that the
institution is a refinancing institution and not a mortgage institution as such,
we need to tie in what I will call the banking mentality with the mortgage
administrative mentality, and T could not conceive of any governmental ageney
in which this parliament would feel more confidence as having control of the
broad policies of this new institution to a greater degree than the Bank of
Canada. Tt will add to the responsibilities of the governor because he does
not take work in any nominal sense; and I think it is of the utmost importance
that our Bank of Canada should know more about the mortgage business of
Canada than is available to it now.

Mr. TuorsoN: It is part of the debt structure.

Hon. Mr. Dun~ing: Particularly when, through the medium of refinancing
operations we need to have a definite banking connection with the mortgage
business. These were the ideas which were in my mind. I did not expect,
and do not expect, that the governor of the bank will give day to day attention
to the detailed operation of this institution in the same manner as he does to
the central bank, because he will have in this case a chief executive who, I
hope, will have the highest possible working knowledge of the details of that
field of operation. But I do deem it of the greatest importance to have the
whole thing headed up with our central governmental financing institution.
That, T think, covers my views on it.

. Mr. Praxton: T do think, that the description, “ chief executive officer”
1s not describing correctly his true position in the sense of administering the
affairs from day to day. My objection may be only a hair-splitting objection.
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Hon. Mr. Canax: Mr. Chairman, in view of what the minister has stated,
I suppose it is futile to argue the question further, but I do think that while
there may be a close connection with regard to the credit operations between
the central Bank of Canada and this Central Mortgage Bank, they should be
constituted as separate and distinet organizations and there should be no
confusion in the public mind as to the undertaking and business of each of
them being separate and distinet.

Hon. Mr. Dux~inGg: Agreed.

Hon. Mr. Canax: I have no objection to the central bank being repre-
sented on the directorate of the institution, no more than I have objection to
the deputy minister of finance being on that board, because that gives the
minister a very much better facility for observing the function of the institu-

~ tion. But I do not think that the assistant deputy governor of the Bank of

Canada should be the assistant deputy governor of the Central Mortgage Bank,
and I think that the so-called manager or officer to be appointed to conduct
the office of manager should be a man who is the head of the-institution, and
he should be the directing head and should not be controlled by the repre-
sentation on the board which is given to the central Bank of Canada. I
think that we have no provision in this bill for any office of manager, and
I think—

Hon. Mr. Stevens: There is none anywhere in the bill.

Hon. Mr. Camax: And I certainly think that for the purpose of enabling
the governor of the central bank to become cognizant of the business and
operations of the Central Mortgage Bank, for the directorate of the central
bank to keep intimate and in close touch with the operation of the Central
Mortgage Bank, it does not necessitate imposing upon the governor of the
central bank a position which in itself involves not only supervision but
direction and to a large extent control of the operations. I do not know—I have
not had time recently, but when we were preparing the organization of the
central Bank of Canada I did look into the operations of central reserve
banks, not only in England but in the United States, in Germany and in some
other countries; there was no connection between—and there is none to-day,
so far as T know—subject to correction—no direct connection between central
reserve banks and central mortgage institutions. Mr. Towers is a man of
eminent ability, great energy and activity, but if the central Bank of Canada
is to develop along the lines-and upon the basis on which it was founded, then
certainly this institution should be kept as to its organization, clear and
distinct from the organization of the central Bank of Canada, although T have
no objection whatever to the central Bank of Canada ha\mv a representative
on the board of directors.

Hon. Mr. Stevens: In view of what the minister said, may I draw his
attention to this: the next clause reads:—

The governor of the Central Mortgage Bank shall be the chief
executive officer and shall on behalf of the board have the direction
and control of the business of the Central Mortgage Bank.

Then we go over to section 12, and the only further reference is that the
Centxal Mortgage Bank “may employ such officers, clerks and employees
. .7 and so on. These are just the ordinary officials. You have no executive
head of this institution by this bill, other than the governor of the Bank of
Canada.
Hon. Mr. Canax: It says he is to have the direction and control of the
business. ;
Hon. Mr. Stevens: Yes. The next clause says:—
The governor of the Central Mortgage Bank shall be the chief
executive officer and shall on behalf of the board have the direction
[Mr. T. D’Arcy Leonard, K.C.]




65

BANKING AND COMMERCE

and control of the business of the Central Mortgage Bank, with
authority to act in connection with the conduct of the business of the
Central Mortgage Bank in all matters which are not by this Act . .

and so on. Now, I submit, Mr. Chairman, and I appeal to the minister to
give consideration to this, that it is imposing upon the governor of the Bank
of Canada a task that he ought not to be asked to undertake. Another thing
is the deputy governor of the Bank of Canada is the deputy governor of this
mortgage bank as well. If we are going to do that, you might as well say
frankly in this legislation that we are making this mortgage bank merely
a branch of the Bank of Canada. Some other members may agree that is
good, but I think it is dangerous.

Hon. Mr. Dux~ing: We did not follow the Australian example in that
regard; we created a separate institution but tied it in with the main one.

Hon. Mr. Stevens: I think-it is tied in a little too tightly, that is all.
However, I am not going to prolong the argument. I feel it my duty to point
this out, and I should like to warn the minister that I think we are heading
for trouble in this.

Mr. Ross: I should like to say that in my opinion the knowledge which
is required by a governor of this bank is entirely different from the knowledge
that is required of the head of the Bank of Canada. Certainly, I believe the
chief executive of this bank should be one who has through years acquired
the experience and knowledge which is necessary properly to understand
mortgages and the situation with respect to mortgage companies as well. I
do think it is imposing too much work on the governor of the Bank of Canada
and the deputy governor of the Bank of Canada.

The Cmairman: Shall the section carry?
Carried.
On section 6.

Hon. Mr. Camax: I have the same objection.

Hon. Mr. Du~n~ing: When we come to section 12 T am going to offer a
suggested amendment which will, T believe, only partially meet the point, by
making provision for the appointment of a manager.

Hon. Mr. Stevens: Let me make an appeal to the committee here. A
suggestion has been made that there is going to be a manager. After all,
if you are going to have a manager, clothe him with some status in the country.
The minister says he is going to amend the bill, but the amendment will only
make the manager an incidental official if he exists at all. Why should we not
give the executive head of this institution a position such as at least a deputy
governor holds? He ought to be a man of status, with some prestige in the eyes
of the business world, not an official, not an appointee, not a person just put
in there as one of a number of clerks and officials.

Hon. Mr. Canan: He is appointed by the board and liable to dismissal at
any time.

Hon. Mr. Stevexs: You have carried the clause so I cannot argue it further.
In section 6 you are carrying out the same idea. You say “the governor of the
Central Mortgage Bank shall be the chief executive officer and shall. . . .”
I think it is a mistake, a serious mistake. The chief executive ought to be
named in thisbill. The position ought to be set out in this bill, and it should
not be the governor of the bank.

Mr. Traorson: The main function of this organization is refinancing, dis-’
counting. That is the main function. Is not that a banking transaction rather
than a mortgage or lending transaction?
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Hon. Mr. Stevens: No.. One part of this institution’s business will be sort
of liquidating.
Mr. Ross: Valuations.

Hon. Mr. Stevens: There are two phases to this, the first providing new
cheap money for loaning and the other is—

Mr. TrorsoN: That is the main purpose.

Hon. Mr. SteveNs: —to work as a sort of receivership. There are tens
of thousands of individual mortgages in the country to-day, and that is the main
business of this bank.

Mr. Tuorsox: The main purpose—

The CaARMAN: Order, please.

Hon. Mr. Stevens: However, I do not want to be drawn off on a line. I do
- say the chief executive of this mortgage bank that is going to have $200,000,000
of debentures and $10,000,000 of capital, ought at least to have the dignity of
having his title and position fixed in this bill.

Mr. Tucker: In regard to chartered banks, you have presidents of chartered
banks and you have general managers of chartered banks, and the general
managers are regarded as having plenty of dignity to carry on.

The CuamrMAN: Shall section 6 carry?

Mr. KinLey: It scems to me the president of the Bank of Canada should
appoint one of his trained staff.

Section carried.
The CHAIRMAN: On section 7.
Carried.

. On section 8.

Carried. 4

Mr. TrorsoN: In section 8 there is nothing to prevent a person being
appointed who just immediately prior to the appointment has been an officer
of another company?

Hon. Mr. Du~x~inGg: No, nothing at all. There is a difficulty there, as I
know. One criticism which was made on section 8 from various sources was
that I had taken great care to see that nobody who knew anything about the
business would be on the board. That is hardly correct, and was not the
intention. I think it is fairly obvious that member companies could not have
a director or officer or their own on the board.

Mr. Tuorsox: He must resign first?

Hon. Mr. Dux~ing: Well, of course. But we hope in the world of men
who have lived their lives in this business and who have the point of view as
well as the experience, we do hope to find men who will be qualified in our
judgment to act as directors, but they must not be also directors of member
companies.

Mr. Praxton: You are going one step further; you are asking him to
divest himself of shares.

Hon. Mr. DunNING: Yes.

The CHAIRMAN: Shall section 8 carry?

Hon. Mr. Canman: Well, it is not much use to make objections, Mr.
Chairman. -

The CuarMAN: No, Mr. Cahan, I do not feel that way. It is not carried
if you have a statement to make.

Mr. CorpweLL: I should like to draw attention to fees.

Hon. Mr. Dux~NiNG: Of a director?

[Mr. T. D’Arcy Leonard, K.C.]



—

BANKING AND COMMERCE ‘ 67

Mr. Tuorson: Is not that age limit too high?

Hon. Mr. Dux~ine: It is not an executive position, it is a directoral posi-
tion. I am quite sure Mr. Cahan could qualify and there are many others
who would also.

Mr. Traorsoxn: I would be inclined to think the age is a little high.

Hon. Mr. Dux~ixa: You will not think so in a few years, however.

Hon. Mr. Canax: I certainly have no desire to qualify. I could not
qualify after this. It is said when a man is my age he should be placed in an
asylum for feeble-minded, or placed under the care of some guardian.

The Cuarman: Shall section 8 carry?

Carried.

On section 9.

Hon. Mr. Camax: Just a moment. This bill is worth some consideration.

The CuamrMaN: Yes, Mr. Cahan, all the time you desire.

Hon. Mr. Caman: These three directors who are to be appointed are
ev1dently not presumed to occupy themselves constantly with the supervision
of the operations of this Central Mortgage Bank?

Hon. Mr. Dun~ing: The method of appointment and attendance of
directors coming to perform the functions of directors is similar in its general
layout to the provisions of the Bank of Canada and comparable with the Bank
of Canada in that regard.

The Cuamman: Shall section 9 carry?

Carried.

On section 10.

Hon. Mr. Canax: I have the same objection to section 10 as I did to the
other section about the governor of the Central Mortgage Bank being the
head of the board as well as the chief executive officer, as has control of the
direction and control of the business.

The CuamrmaN: Shall section 10 carry?

Carried.
On section 11.

Mr. Ross: I think the same objection applies there, Mr. Chairman. The
governor and the deputy governor are both going to be on the executive com-
mittee. As I say, I think we should not impose these duties on them. In the
second place, as T said before, the business of this bank has more to do with
the question of mortgages than it has to do with the question of financing. I
think 1t is a great mistake not to have a man who is the chief executive on this
executive committee thoroughly familiar with the whole mortgage business of
Canada. T have the greatest regard for Mr. Towers and his ability, but I do
not think in this case you are going to have one man on this board who has a
thorough knowledge of the mortgage business. We know it is very important
to have that experience and knowledge, and I voice my objection again.

Mr. MacpoNaLp: Is there any additional remuneration for the director
who is on the executive committee?

Hon. Mr. Stevens: We have not come to that yet.

Hon. Mr. Dux~iNg: He would get whatever fees are provided for board
meetings.

Mr. MacpoNaLp: Section 9 provides that the total fees paid to all directors
shall not exceed $7,000.

Hon. Mr. Dunx~inGg: That is all they can get, including executives.
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Mr. MacponaLp: Is it not possible that a great deal of time would be
required in this work? : } ,

- Hon. Mr. DunNinG: Having the Bank of Canada as a comparable institu-
tion, the same provision exists there. Meetings of the executive of the Bank
of Canada are held once a week. The Bank of Canada executives are in the
same position as one director, and he receives a fee for his executive meetings
in the same manner as he would for a directors meeting. The total to be

expended on all directors is limited by section 9. .

Mr. MacpoNarp: If he had to meet once a week, and if he came from
some distance—he might not live here—one would think that he would get the
bulk of the $7,000, which would not leave much for the others.

Hon. Mr. Dux~inG: The Bank of Canada gets along that way all right.

Hon. Mr. Stevens: I want to register the same objection to this clause
as I did to the preceding clauses. The committee might as well clearly know
what it is doing. What we are doing is making the executive committee, con-
sisting of the governor of the Bank of Canada, the deputy governor of the Bank
of Canada and the deputy minister of finance and one other, leaving no room .
for the exercising of a permanent position in this institution of the individual
that you claim somewhere in the bill is going to be appointed general manager.

Hon. Mr. DuxNiNG: Mr. Stevens, that is a question upon which I have
heard debates in business institutions many times, as to whether or not the
executive officer carrying out the official functions of the company should or
should not be on the governing board of the company. In many cases one prac-
tice is followed and in other cases the other practice is followed. Some com-
panies will not on any account have their general manager a member of their
executive body. He attends there for the purpose of reporting; others include
the general manager in their executive.

Hon. Mr. Stevexs: That is not what you are doing at all. What you have
done is this: you created a general executive officer in the person of the
governor. That is already done; that is in the past. Now, in this section you
erect an executive committee consisting of the governor, the deputy governor,
the deputy minister of finance and one director selected by the board. Now,
where is your so-called general manager coming in? That is the thing that is
worrying me. He is not in the picture at all.

Hon. Mr. Duxnineg: He will be sitting there reporting on the business the
same as is done by general managers of scores of companies.

Hon. Mr. Stevens: With all due respect to the executive committee named
here, and with all due respect to the personnel here mentioned of the Bank of
Canada, I think it is a mistake and I think it is all wrong to make the general
manager of this institution entirely subject to that set-up. I think it is a
serious mistake. :

Mr. Tucker: There is one thing I should like to ask. I do not know how
it is. worked in the Bank of Canada, but should not there be some provision
that the board of directors shall meet at least every so often? Because other-
wise your executive committee simply carries on and practically ignores the
board of directors.

Hon. Mr. Dux~ine: It was very difficult to visualize precisely what the
requirements might be in that regard, and consequently it was left to by-law,
which must be approved by the Governor in Council.

The CaamrMAN: Shall the committee adjourn until 4 o’clock this afternoon?

Mr. Tuorson: That would be governed by by-law?

The committee adjourned at 1 p.m. to meet again this afternoon, at 4 p.m.



AFTERNOON SESSION
The Committee resumed at 4.00 p.m.

The CuAlRMAN: Order, gentlemen. Shall section 11 carry?
Carried.

Mr. Crueaver: That was the section in which the minister was going to
- make an amendment with regard to the manager. g

Mr. Tucker: I doubt if it is necessary to make an amendment to the
Act, under your powers to employ such officers. The general manager would
be an officer. g

Hon. Mr. Dux~ing: I do not think it is really necessary.

Hon. Mr. Stevexs: I am not going to prolong the argument, but here you
have the general manager of a bank or a mortgage bank that will have $200
million debentures and $10 million capital, and you give him the distinguished
position of being an officer, clerk or employee. Well, it may be all right, it
may be legal; but it certainly is not in accordance with my idea of legislation.

The CrHAmrMAN: Shall the section carry?

Mr. Ross (St. Paul’s): The only thing I say again is that this bank—the
major job of this bank is in connection with mortgages, not with finance; it
has to do with valuations and all that sort of thing, and the majority of the
assets of this bank are going to be mortgages—are going to be backed by
mortgages.

Hon. Mr. Dunx~inG: No.

Mr. Ross: No, sir; they are going to be backed by mortgages.

The Cramrman: There is government credit.

Mr. Ross: There will be government credit as well, but they will be
backed by mortgages.

Hon. Mr. Dunxning: The assets of the bank will not be mortgages, they
will be evidences of debt of various kinds taken from mortgage companies.

Mr. Ross: And the ultimate evidence of debt is mortgages. It is going
to require the attention and time of this governor of this bank, or chief executive
of the bank, whatever you like to ecall him—all his time; he should be a
man of experience in the mortgage business, and not a man of experience
in the banking business of Canada. These two things are entirely different.
The outlook of these two classes of men is different, and I protest again that
the governor of the bank should have this extra work thrust upon him. Much
as I think of him, and I think a great deal of him, I do- not think he is as
well qualified for this job as a great many other people in Canada would be.

* The Cuamman: Shall the clause carry?

(Carried.)

Clause 12. Shall clause 12 carry?

(Carried.)

Shall clause 13 carry?

~ Hon. Mr. Canan: I am not in a position to give very much considera-
tion to any suggestions made, and one might just as well sit and see section
after section carried. Perhaps the minister has decided to put through the
bill as it is.

The CuamrMAN: There is no disposition on the part of the chair to rush
matters. We are ready to hear all the statements.
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* Hon. Mr. Canan: I quite agree. It is quite true that the chairman will
give consideration, but I see no disposition on the part of the representatives
of the government to give very much consideration to suggestions that may be
made, and therefore what is the use. i
Mr. Tuaorson: The committee would like to hear them.
Hon. Mr. Cauan: I do not think so.

Hon. Mr. Dux~ing: Mr. Chairman, I do rather object to that. If I do
not agree with the representations made, I, as a member of this committee,
say I do not agree. Mr. Cahan cannot expect to enforce agreements with
his suggestions.

Hon. Mr. Canan: No, quite.

Hon. Mr. Dux~inG: Naturally those of us who have been working on
this matter have debated it a great deal and have pretty fairly definite ideas,
although I must say I have indicated to the committee at various stages up
to now points on which I think the representations made from various quarters
have merit, and in connection with which changes will have to be made. But
to merely take the attitude that because one’s suggestions are not approved
by the majority of the committee, therefore the suggestion should not be made,
is, I submit, not quite fair.

Hon. Mr. Caman: Well, possibly not; but I will deal with one now. I
may have misunderstood the minister; but I understood him during the dis-
cussion on this bill to say that he was prepared to place the general manager
to be 1a,ppointed in a position where he would have executive direction and
control. ‘

Mr. Trorson: Not executive direction and control.

Hon. Mr. Dux~inGg: No.

Hon. Mr. Caman: He cannot do anything else unless he has executor
powers. The general manager has executive duties.

Hon. Mr. Stevens: He is executive head in theory or he should be.
Hon. Mr. Dunx~iNG: Perhaps we misunderstand each other.
Mr. Traorson: The definition of the term ‘“‘executive”—

Hon. Mr. Cauan: Please allow some others to make a suggestion and then
follow up.

Mr. Tuorson: Yes, all right.

Hon. Mr. Caman: I understood the minister to say he was prepared to
revise the bill so it would be clear, so that the terms of the bill as to what
the executive duties of the general manager were anyway, and now when
we come to this clause with regard to clerks and officers it is passed over and
no suggestion of an amendment is made by the minister, although I understood
him—perhaps I was mistaken—to suggest that he was prepared to make or
propose some amendment in respect to the general manager.

Hon. Mr. DunNinG: I am sorry if I was so misunderstood. I did indicate
I would give consideration to the desirability of specifically mentioning in
section 12 a manager or some such officer. I have given consideration to it; but
I do not want there to be in this bill when it passes the house any misunder-
standing that the executive officer which this parliament is holding responsible
for this institution is the governor of the bank. I do not want any possible
misunderstanding in the future. I know perfectly well that when parliament
desires to find out anything it wishes before a committee such as this in the
future about the Central Mortgage Bank the man it will want to hold respon-
sible is the governor of the central bank, and I would prefer not to put any
language in the statute which would make it appear that the u-ltimate. respon-
sibility rests elsewhere. Now, that does not mean that I do not recognize fully

[Mr. T. D’Arcy Leonard, K.C.]
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that a fully qualified mortgage man must be the detail operating officer; he
must, of course, just as any institution has technical men for technical aspects
of its work; but the ultimate executive authority will reside in the governor
of the bank, and it will be the governor of the bank that parliament will be
holding responsible for the conduct of this institution. I think that is what
Mr. Stevens wanted me to say this morning.

Hon. Mr. Stevens: We now understand the situation clearly. I quite
agree that I am out of order in coming back to section 12. We now under-
stand the position clearly. The minister has stated his position. It is in diamet-
rical opposition to the view, speaking for myself only, that I hold, and I think
it is a mistaken one, but that is his opinion, and of course he is entitled to it.

Mr. Ross: Now, I want to follow on with that, Mr. Stevens, and with what
Mr. Dunning has said. Mr. Dunning said that the governor of the bank
was to be held responsible. 1 would like to ask Mr. Dunning what the main
duties of this bank are going to be? Is it a banking institution? Is it a mortgage
institution? Is its main job going to be the supervision of mortgages or is it
going to be the supervision of bank loans?

Hon. Mr. Stevens: The adjustment of mortgages.

Mr. Ross: The supervision, I mean.

Hon. Mr. Dunx~inGg: There is mo supervision of mortgages as such con-
templated by his bill. There is supervision for—not rediscounting—refinancing
mortgage companies, and, of course, in that connection it will be necessary
for the bank at all times to have regard to the manner in which its member
companies are conducting their business. If you press for an exact definition
I will say that any institution of this character is correctly described as a mort-
gage bank; that is to say, the only banking it can do is in connection with
mortgages.

Mr. Ross: May I follow that up? Now, we have the Bank of Canada.
The governor of the Bank of Canada has to do with the general banking business
of the banks of Canada. That is true. This business is an entirely different
business from the general banking business. This business of mortgage loaning
is an entirely different thing. The assets, the ultimate assets of this bank
are the mortgages which are held by the mortgage companies, and I again say
that we should have a man who is thoroughly qualified, whose main job is
going to be just that business.

Hon. Mr. Dun~iNGg: There will be such a man.

Mr. Ross: I think he is going to occupy such a prominent position in this
country that he should not be under the governor of the Bank of Canada,
because the two jobs are entirely distinet from each other.

Mr. TuorsoN: Mr. Chairman, this is not a bill dealing with the super-
vision of mortgages, nor is the Central Mortgage Bank, if it is created, an
institution that is set up for the purposes of dealing with mortgages as such.
It might be highly desirable to have a man in the organization as a general
manager, let us say, of the Central Mortgage Bank, who would be familiar with
mortgages generally throughout the dominion, and I understood from the
minister that it was his intention that there should be such a general manager.
He would be one of the officers.

Hon. Mr. Dun~inG: He would be one of the officers. Whether he would be
called the general manager or not is not material, but the expert in the mort-
gage business.

Mr. THorsoN: Yes, exactly, and he would be one of the officers who would
be appointed under the provisions of section 12.

Hon. Mr. Dunx~ing: Certainly.
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- Mr. Tuorson:. I entirely agree with the minister that he should be an
officer of the corporation that is set up, but he should not be given such powers
as would bring about a ‘conflict of authority in the matter of policy between the
governor of the bank and himself. He should be in the position of a general
manager of the organization, and there are big financial institutions who have
general managers who are not members of the board of directors and who are
not members of the exeeutive committee of the organization. I think the
general manager of the Bank of Montreal, for example, is an officer of the bank
but is not a member of the board. It does not matter what this organization
18, it is going to be set up with various functions. You ean call them banking
functions or whatever you like. The functions are described in the Act, and it
_is a matter of policy that those functions should be discharged by an organization
that is closely tied in with the bank and with no one having a conflict of
authority with that organization. You could have your general manager or
whatever you like to call him—a superintendent—supervising the general
details of administration, but he should be an officer responsible to the board,
not a member of the board, and there should be no possibility of conflict between
: him and the board. I think that is a sound policy and a safe one.
| Mr. Ross: Now, we have one thing following Mr. Thorson, that is responsi-
bility to the board. That is right. We have on the board one man, possibly,
who is going to be familiar with the mortgage business—not on the board but on
the executive council who is going to be familiar with the mortgage business of
Canada. That is all we have got.

Hon. Mr. Canax: No, he is not going to be on the executive committee.

Mr. Ross: There is one director who is thoroughly practically familiar
with the mortgage business of Canada; the rest of them are not.

Hon. Mr. CamanN: Where is there provision for that?

Mr. Ross: He is on the executive council. One director is selected by the
board on that council. I would like to point out to you, as I said before, that
this bank’s business is the business of mortgages, not the business of banking.

Mr. Creaver: Would you permit a question on that point?

Mr. Ross: No. Let me get through. We have one man here—in other
words, there are three of these men who do not talk the same language as the
manager does or the companies do. The mortgage companies of Canada do not
talk the same language as the banks do. I think in view of the fact that there
are hundreds of thousands of loans that are going to go through and the money
that is involved will be based on the principle of mortgage loans, it is certain
that the governor of this bank should be a man who is thoroughly familiar
with the mortgage business and not a banker, because they are two entirely
different businesses.

Mr. CrLeaver: I suggest you read section 32.

Hon. Mr. Dun~inG: There is a clear division of opinion which we can
easily resolve without much further discussion. It is really as to whether or not
we should concentrate executive control of this institution clearly in the Bank
of Canada. Mr. Ross has pressed that in his view it should not be so centralized.
I have given the matter a lot of thought. I think it is the best thing to do in the
circumstances, but I can only offer my opinion for what it is worth. I think
there are vastly more important matters further on in the bill. If we could
settle this matter one way or the other—I suppose it is technically settled now,
the clause is carried, but need we discuss it further? Is the issue not clear?

Hon. Mr. Caman: The decision is clear.
The CuamrmaN: Clause 13, shall it carry?

Carried.
[Mr. T. D’Arcy Leonard, K.C.]
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Shall clause 14 carry? This is a very important clause, and it refers to $200
million, and that is an important matter. T wonder if the minister would care to
make a statement as to where we are to get the money.

Hon. Mr. DuxnNiNG: It was necessary, of course, to determine the sum for the
debenture issuing power at the start of this institution. I notice that an idea
is being conveyed in some sections of the press that this $200 million will all be
needed to make the necessary adjustments in eonnection with the adjustment
features of the Act. That is not our policy at all. Perhaps reference to the
figures given by Mr. D’Arcy Leonard as to the total mortgage indebtedness to
the institutions comprising his organization would be the best answer to any idea
that $200 million of debentures will be required for the purpose of making the
adjustment of the 50 per cent which under later provisions the bank will be
required to make. If I remember correctly the total amount represented by
mortgage assets of all the institutions represented by the association was about
$580 million:

Mr. Laxperyou: Do you know what proportion that bears to the total? -

Hon. Mr. Dux~Ning: We had $671 million as a total so far as the census
revealed it, and in any case there is sufficient evidence there to dispose of the
idea that even if everybody came in there would be anything like $200 million
required for the purposes of the necessary adjustment.

Mr. Don~NELLy: Half the write-down.

Hon. Mr. DunNING: Yes.

Mr. Lanperyou: We do not know what percentage that $570 million bears
to the total.

Hon. Mr. Dunx~inG: I have given to the committee all of the information
which is available from any source along that line.

Hon. Mr. Canan: Does that include the mortgages outstanding of all those
companies who are entitled to become members?

Hon. Mr. Dux~inGg: There may be some companies, Mr. Cahan, who are
not members of the association represented.

Hon. Mr. Canan: Obviously.

Hon. Mr. Dux~ing: We have not accurate information as to the amount
represented by other borrowings except so far as it is reflected in the census
figure which I gave you yesterday.

Hon. Mr. Camax: I would like to ask you one other question. Have you
any information dealing with the companies represented by the association with
which Mr. Leonard is associated? Have you any information as to the amount
of mortgages outstanding after October 1st by farm loans and, secondly, the
urban loans under $7,000?

Hon. Mr. Dun~inGg: We gave yesterday the census information respecting
farms, and we have here—yes, this will be found on page 45 of yesterday‘s
proceedings, Mr. Cahan—the statement of statistics of mortgages in Canada
divided into the different categories as reported to the superintendent of insurance
annually.

Hon. Mr. Cauax: But I understand there are companies outside of these
which will be entitled to become members.

Hon. Mr. Dun~inG: There are provincial companies, of course, that are
not under our federal legislation. That would be one class. We have included
the Ontario provincial companies in this list.

Hon. Mr. Canan: But there must be other companies in other provinces.

Hon. Mr. DuxninG: 1 have no means of accurately getting at that. It
would not represent a very large addition, I would not think. This represents
the main corporate mortgage field.
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Hon. Mr. Stevexs: Mr. Chairman, in roughly checking over the reports to
which the minister referred this morning, it would appear from these reports that
there was almost a phenomenally small amount that were classified under mort-
gages in which legal proceedings have been taken, and are still unsettled.
Compared with the number or amount represented in the mortgages that appear
to be, according to this report, in good standing, I am personally rather surprised
at the smallness of the figure in the individual cases. :

Hon. Mr. DunninGg: The superintendent of insurance has just handed me
a compilation which he has made up which include provincial companies. He
has gathered the information from the provincial statistics, and it includes
fire and casualty companies also, and mortgages of fraternal societies and so on.
Fraternal societies might not come within the scope of this legislation—I do not
suppose they would—but the total of all mortgages appears to be $787 million
including all that we can gather together.

Hon. Mr. Casan: $750 million was given to me as an approximate estimate.

Hon. Mr. Dux~ine: These figures are taken from all the provineial reports
as well as our own federal reports.

Hon. Mr. Canan: May we have that information placed on the record?

Hon. Mr. Stevexs: Does the statement show the proportion of that which
is in default or arrears?

Hon. Mr. Dux~inGg: No, this is a statement of the aggregate.

Hon. Mr. Stevexs: That will be useful to have on the record.

Hon. Mr. Dux~inG: I shall put it on the record.
MORTGAGES IN CANADA, 1937

Dominion Companies:—

Liife Thsurance . L& gkt ol L5 s s s i SIS 20RE 4681 48
Fraternal* Sociaties 5 U W lig bl i e 13,052,672
Fife: and™Casunlty: 7 L TEi sl des s s 3,440,999
16707 h 1 OIS Wl MY il ) A W L L 97,050,041
PPTSES el ot s S i LA e e 60,826,015
e o o e 8472515 RTH
British and Foreign Companies (in Canada):—
Life Trsuranee. , [y R dieiies s o e RS SUSINTHS (082
Praternal ‘Seciebiens "< Al G e sl 121,107
Hire ‘and” @astalty:, /775 e e EE i s 1,917,731
Eoeues 33,746,920
Provincial Companies:—
Life Insurance (Ont., Que., Man., B.C,
23000 - v e N e s i $ 2,725,632
Fraternal Societies . wm S siasiie s L 830,558
Pirerand: Casuailiar: R e o 549,166
TG T L e e e e e e epn i gt SR 65,499,805
fl Lo 1 SR CUENARSE s VI O L7 e ke 2 L 211,167,963
AL T T 280,773,124
Total - Mortgages . 5 v s sHir s i $787,035,919

Mr. Creaver: What is the intention as to the payment date of these
debentures?

Hon. Mr. Dux~ing: That question arose as I can state the intention
without looking it up, although I do not know that it is specifically dealt
with—the intention is to make the term of the debentures bear relationship
to the terms of the mortgages in connection with it.

[Mr. T. D’Arcy Leonard, K.C.]
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Hon. Mr. Stevens: In each agreement?

Mr. MacponaLp: I notice that the debentures are to be issued and then
what is to happen? Are they to be sold to the general public?

Hon. Mr. Dun~NinG: Yes.

Mr. Ross: Does this statement you gave include the number of mortgages
on farms and on urban property?

Hon. Mr. Dun~ing: No, it does not. It does not give the number. I
distinguished as to numbers yesterday, did I not? No, it was dollars yesterday.
Mr. Leonard gave some information on numbers.

Mr. Ross: I wonder if we could get the number of mortgages.

Mr. G. D. Fixvayson (Superintendent of Insurance): Not from us.

Mr. Creaver: Mr. Leonard said 50,000 farm mortgages and $200 million,
and 100,000 urban mortgages and $389 million.

Mr. Lanperyou: Has the minister any estimate of the amount the govern-
ment will have to pay out under that 50 per cent loss?

Hon. Mr. Du~n~inGg: No, I have none. That depends upon the extent
to which member companies come in and the state in its turn have their
thousands of individual mortgage accounts and the appraisal—

Hon. Mr. Cauan: I notice in this report on loan and trust companies
-made by the superintendent of insurance for the year ending December 31,
1937, that the last which appears to be available—

The Cuarrman: What is the page?

Hon. Mr. Caman: It is page 28, Roman characters—I notice that of
company funds there are $5,411,003 of mortgages of real estate outstanding
dealing with company funds and of those there are only $299,127 of mortgages
in respect of which legal proceedings have been taken, and only $31,055 in
which the interest is due and unpaid under six months, and $142,575 in respect
of which the interest due and unpaid extends over six months. If that is
characteristic of the status of the mortgages for all the companies it shows a
comparatively small percentage of mortgages in respect of which interest is
overdue and unpaid.

Hon. Mr. Dun~inag: That is the trust company’s statement from which
you are reading?

Hon. Mr. Canman: Yes.

Hon. Mr. Dunxing: The loan company’s statement which you will find
on pages 20 and 21 does not—

Hon. Mr. Stevens: That approximates about the same ratio.

Hon. Mr. Dux~iNGg: Yes, but the amounts are larger.

Hon. Mr. Caman: Yes, but I was dealing with ratio. The overdue mort-
gage situation is not as aggravated as I was induced to believe, and therefore
the necessary remedies are very extensive as compared with the difficulties
that are to be surmounted.

Hon. Mr. Dux~NinGg: Of course, Mr. Cahan, the superintendent of insur-
ance informs me these are only the amounts which the companies themselves
consider an asset and show in their balance sheets as an asset.

Hon. Mr. Caman: That may be so. That is practically wiped out.

Hon. Mr. Dun~iNg: Not so far as the debtor is concerned.

Hon. Mr. CauaN: The debtor is not -the only person to be taken into
consideration.

Hon. Mr. DunxyinGg: 1 agree entirely.

Mr. Tucker: Are we on 157

Hon. Mr. DunnNiNG: Yes.
79816—3
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Mr. Tucker: I suppose that this is the section where we should consider
the possibility of land companies, such as the C.P.R. and the C.N.R. and the
Hudson Bay Company. I think arrangements should be made so that people
who got mortgages for land purchases from them would be able to get the
benefit of this act. For example, in the province of Saskatchewan they would
have to have power to enter into an agreement with such bodies. As I under-
stand it, there is over $15,000,000 loaned by the Saskatchewan Farm Loan
Board. There is no reason why the people who borrowed from the Saskatch-
ewan Farm Loan Board should not have the benefit of this act the same as
if they had borrowed the money from one of the insurance companies. I
was going to suggest, Mr. Chairman, that one way that might be provided for
is to insert a proviso providing that the bank may, with the approval of the
Governor in Council, and then it would be a matter for the Governor in Couneil
to give approval upon such terms as are sufficient to protect the interests of
the dominion. A proviso may be inserted providing the bank may, with the
approval of the Governor in Council enter into a membership agreement with
any other company or corporate society or organization whatsoever. That
would cover the right to enter into an agreement with fraternal organizations
or with farm loan boards in one of the provinces, or one of the land companies.

Hon. Mr. Dun~NiNG: I do not think that so wide power should be given
to any government as that. :

Mr. Tucker: If you do not want such a wide power—

Hon. Mr. Dun~inNGg: I admit we are a pretty good government, but I do
not want powers as broad as that.

Mr. Tucker: It shows the confidence I have in the government. If you
do not want such wide powers I suggest power should be given in this section
to enter into an agreement with others. Then it is specific.

Mr. THOrsON: Another way of meeting the situation would be by doing
what I suggested this morning, providing in section 31 that there should be
power by regulation to define for the purposes of the act member companies.

Hon. Mr. Stevexs: Mr. Chairman, I understand we are allowing sub-
section (g) to stand, as that question comes up under the interpretation clause.
Under this clause as it now stands, the words “within twelve months” occur.
I am questioning in my own mind whether that is a sufficient time.

Mr. TuorsoN: After date to be fixed by the government.

Hon. Mr. Stevens: I imagine, after the act came into operation.

Mr. TrHorsox: It does not say so.

Hon. Mr. Stevens: Quite, it does not say so. This act shall come into
force on proclamation.

Hon. Mr. Dun~inG: After that a date must be fixed.

Hon. Mr. Stevens: Yes, but why fix a twelve months limit? From what
has been disclosed here on some of the problems attached to this, it is quite
easy to understand that some companies would find it impossible to determine
within twelve months that they would come under the act or become members.
Unless there is some other reason, some necessity for a cut-off date, it strikes
me that the twelve months period is too short, assuming the law is a good
law and the whole thing is desirable.

Hon. Mr. Dux~ing: Now, may I deal with Mr. Tucker’s point first and
the same one covered by Mr. Thorson and ask you to hold yours Mr. Stevens
and remind me of it later. The difficulty with respect to land companies
which the committee will visualize is that a land company—the difficulty of
bringing in land companies is, of course, that a land company sells a piece of
land for 100 per cent of its value. It is therefore in a different position in
relation to the adjustment provisions of this act, from a company which has

[Mr. T. D’Arcy Leonard, K.C.]
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made an advance of money presumably only to the extent of a proportion of
its value; and to say with respect to a land company which sold land and has
a piece of land and has outstanding against it now 90 per cent of its present
value that we would by virtue of the adjustment provisions automatically
write that down to 80 per cent and the state assume one-half, represents a very
real difficulty, one that I frankly confess I have not been able to see my way
through at the present. With respect to a provincia] government creating
loaning bodies, frankly we had not contemplated going into that phase of it.

Mr. Howarp: No. ‘

Hon. Mr. Dux~ing: Need I argue it having regard to a history of these
schemes and the fact the state in the form of the province is already assuming
whatever burden there might be with respect to the matters for which that
particular entity, the province, has made itself responsible?

Mr. Howagrp: Don’t touch it.

Hon. Mr. Dunning: I have no reason to believe that any province is
unduly severe with respect to its borrowers.

Mr. MacponaLp: We did not exempt them until the Farmers’ Creditors
Arrangement Act.

Hon. Mr. Dunning: No, although some provinces objected mightily to
their being dealt with under the Farmers’ Creditors Arrangement Act. But
for the government to come in and assume the results of a provincial land
mortgage scheme is, I think, going a very, very, long way. I am willing to
listen to what the committee may have to say about it but I am afraid that
Mr. Cahan will say once more I have pretty fixed ideas.

Hon. Mr. Caran: I am glad to know that even in your imagination there
is some limit.

Mr. Tavror: What is the minister’s idea about municipalities and cities
whose citizens have obligations in mortgages?

Hon. Mr. Dux~inag: 1 take the same attitude with regard to the provinces
precisely. ‘

Mr. TavyLor: So you would be inclined to deny them the right to enter?
A Hon. Mr. Dux~ing: I do not see how we can go into that field; I really

o not.

Mr. Tayror: How do they differ from the others?

~ Hon. Mr. Dux~ing: Wherever a public body has undertaken to go into
this business they have undertaken it upon mutual responsibility, upon the
responsibility of all of the electors of that self-governing unit, whatever it may
be. And it seems to me that it is not for the whole people of Canada to say
that because a municipality made a mistake in going into the mortgage busi-
ness, that therefore we will come along and have the whole people of Canada
assume one-half of the load. I have the same view with respect to all
provinces.

Mr. Tavror: The municipalities did it on the strength of dominion
legislation.

Hon. Mr. Dun~iNGg: You mean under the old 1919 Housing loan program?
Well, in that case the province is responsible under that law.

Hon. Mr. Stevens: That is pretty well liquidated, anyway.

Hon. Mr. Dux~Ning: How much is left now?

Mr. Tayror: There is quite a serious condition there.

Hon. Mr. Dun~NiNg: But not in relation to this legislation, Mr. Taylor.

Mr. Tavror: I cannot see the argument yet, Mr. Chairman.

Mr. MayBank: With reference to what Mr. Dunning was saying about

the loan companies, I can agree naturally that their position is different from
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that of a mortgage company and for the reason that they sell land at 100 per
cent, and it may very well be, and may still be 90, and therefore under this
section one of the adjustments is that the mortgage shall be written down
to 80 per cent. We have in our definition here that mortgage includes agree-
ments for sale. :

Hon. Mr. DunNinGg: Yes.

Mr. MayBaNk: Apparently any' company now that is comprehended or
in respect to this legislation affected, they may have agreements for sale, just
like land companies. We would be writing them down to 80 per cent, so the
situation would not be different in their case from what it would be in the case
of the land company, with this exception, of course—

Hon. Mr. Dun~ing: Very different.

Mr. Maysank: With this exception, anyway, the greater bulk of their
stock would be lent money rather than purchase money.

Hon. Mr. Du~xning: With a mortgage.
Hon. Mr. Stevens: Foreclosure reality.

Hon. Mr. Dun~Ning: When a mortgage company sells land which it haé
repossessed, you can make up your mind that the total amount went in there.

- Mr. MayBaNk: There is no doubt about that. I was just wondering about
the case of some of those companies which have now sold land. I think there
are some that are mortgage companies but they have also had land and they
have sold it. Now, in this case you would be writing down too. It seems
to me we might need a change in this definition. You might want to deal
with agreements for sale a little differently.

Hon. Mr. Stevens: Cut-off date.

Mr. Tucker: I do not want to take up too much time on the point, but
I should like to speak with regard to the body set up by such a province as
Saskatchewan, a farm loan board. I think we should look at this from the
standpoint of the man who borrows money from different parts of the country.
Take the Farmers’ Creditors Arrangement Act in Saskatchewan. If he applies
for relief under the Farmers’ Creditors Arrangement Act, his mortgage would
probably be cut down by 20 per cent, roughly, of the value of his land. If
he has borrowed back a period from the Mutual Life Insurance Company,
he will come under this section and he can get the mortgage cut down to
80 per cent of the value of the land. That is because he has seen fit to borrow
from a corporation set up under a provincial act. The provineial Farm Loan
Board of Saskatchewan is a corporation within the meaning of the aet which
set it up. I can easily understand why you would not want the refinancing
position to apply to a farm loan board under a provincial act; but I cannot see
why your adjustment provision should not apply to all holding mortgages
from a loan board of any province. I can easily see why you would not want
the refinancing provision to apply, but I do not see any reason in the world
why he should not get the same right to have his mortgage written down
as if he had it from a mortgage company. He needs adjustment just as
much as the man who got the money from a mortgage company. There is
no particular reason why the provinces should be exempt loaning money,
because they probably loan just as carefully as those other companies did.

Mr. DoxneLLY: No.

Mr. Tucker: There is no reason why they did not. Maybe some com-
panies that have been quite reckless may be able to Writ_e down their mort-
gages, and it is quite possible that a lot of these companies have been more
reckless in their lending than the provinces have been. I would have to
be shown that they were not. I would have to be shown that our provinces
were more reckless than any single one of them so far as the individual is

[Mr. T. D’Arcy Leonard, K.C.]
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concerned. And under that part of the act he is jnst as much entitled to the
benefit of this act as the person who borrows from any other corporation,
because they are creating a corporation under the provincial act. The actual
provision here says:—

A mortgage, loan, trust or insurance company incorporated under the
laws of Canada or any province thereof.

The Saskatchewan Farm Loan Board might be regarded as a mortgage com-
pany incorporated under the laws of the province. I hope that it is not taken
for granted that this board is different—

Mr. THORsON: It would have to be excluded from the operation of the act
in view of such decision, if it is incorporated as a separate corporation, not as
a mortgage company.

Hon. Mr. Du~xning: I cannot point to the specific place where it would
be excluded, but I prefer to deal with the question rather than its exclusion.
It is certainly intended that it should be excluded.

Mr. MacpoNaLp: I think they are boards, not companies.
Mr. TaorsonN: They are incorporated as a body politic.

Hon. Mr. Dun~NinG: In reply to Mr. Tucker, if I can have Mr. Tucker’s
attention for a moment—I listened to him. I take the view that borrowers from
provincial boards would be in the same position as borrowers from companies
who were non-members; and I believe that what might be called the competitive
force of the adjustments which are made by the member companies would find
its reflection in a provincial board quicker than in any other place, and the
people who should bear that loss are the electorate. We provided that particular
piece of machinery. That is my view. All provinces did not do it. Why should
the province of Prince Edward Island be taxed to pay the losses made by means
of provincial machinery in Ontario or Saskatchewan?

Mr. THorsox: Is it your view, for example that any province that wanted
to give its borrowers the benefit of this act might make the necessary adjustment
in its mortgages so that the borrowers might borrow from one of the other
companies who become members of the bank, to pay off the adjusted loans?

Hon. Mr. Dux~inGg: It might, but that would not solve the problem of the
adjustment. The expenses of the adjustment would be, of course, on the province
concerned. Much as T should like to help, in such circumstances I am afraid we
would be getting into a regular bog. I do not want to say anything to the detri-
ment of any particular province. Mr. Tucker spoke of Saskatchewan. I have
not Saskatchewan particularly in my mind at all at the moment as some hon.
members can well understand.

Mr. THorson: I think we all know which province you have in mind.

Mr. DonneLLy: I should like to ask the minister a question, not particularly
referring to this section. Apparently this act will reduce the rate of interest of
most companies to 5 per cent. Now, is it the intention of the government as well
that the Canadian Farm Loan Board shall reduce the rate of interest on its loans
to 5 per cent?

Hon. Mr. Dun~iNG: It is, right now.
The CuamrmaN: Shall the clause carry?

Hon. Mr. DunNiNG: Just a moment. I have a drafted agreement, if the
lawyers present will follow it.

Hon. Mr. Stevexs: You just want the lawyers to follow this.
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Hon. Mr. DunNing: They will do the objecting. The amendment is as
follows:—

That clause 15 of the bill be amended by striking out the word
“membership” in line 17 on page 5 and by inserting after the word “agree-
ment” in line 17 on page 5 the following words: “(in this act called a
membership agreement)”. The clause would then read, “The Central
Mortgage Bank may at any time within twelve months after a date to be
fixed by the Govenor in Council, enter into an agreement, in this act called
a membership agreement, with any mortgage, loan, trust, or insurance
company incorporated under the laws of Canada or any province thereof,
or authorized to do business in Canada.”

Mr. Tuorson: Why not say “hereinafter termed a membership agreement”?
Mr. Creaver: In this act called a membership agreement.

Hon. Mr. Dux~iNG: It just gives a definition. Now, with regard to the
twelve months. It was necessary to set some date. We must bear in mind two
dates, first the date on which the act is proclaimed to come into force, follow-
ing all the necessary investigations and negotiations and drafting of member-
ship agreements and so forth. After all the details of membership are gone
into the act will be proclaimed. After it is proclaimed the government must
then set a time at which the twelve months period will start. The reason for
the twelve months is that we cannot have a situation like this dragging along.
A company may, having in mind possibly coming under the act at some later
date, adjust its business so that it will have it more advantageously over a
long period of time. We must have a date at which the adjustment fixed by
the act creating the liability on the federal government and on the Central
Mortgage Bank and ultimately the federal government must come in; and we
tried to allow a reasonable time for every company to look at its position. We
had in mind the further fact, the very fact that such legislation is on the
statute book will be, I am told, by those in the business, a disturbing factor so
far as their relations with their own borrowers are concerned, and the shorter
the period of that disturbance the better for everybody. That is, briefly, the
argument. I do not think, Mr. Leonard, your institution has any particular
representation on the twelve month period.

The Wrirness: I have no representation to make on that, sir.

Hon. Mr. Stevens: That is the answer.

The CuamrMAN: It is moved by Mr. Dunning that clause 15 of the bill be
amended by striking out the word “membership” in line 17 on page 5 and by
inserting after the word “agreement” in line 17 on page 5 the following words:
“(in this act called a membership agreement)”. Shall the amendment carry?

Carried.

Shall the clause as amended carry?

Carried.

On clause 16.

Hon. Mr. Stevens: May I ask the minister a question just to help me,
at least, and T imagine it will help others. I was going to ask the minister if
he will be good enough to say before we start into the details of this particular
important section, whether a company that does not enter into an agreement
with regard to the adjustment feature would or would not have the privilege
of adopting all money for new mortgages?

Hon. Mr. Dunx~ing: It would not.

Mr. Ross: May I ask the minister before we discuss that if there are any
amendments to this clause?

[Mr. T. D’Arer Leonard, K.C.]
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Hon. Mr. Dun~iNG: There are a number of amendments as we go through,
perhaps.

Mr. Creaver: I move we take up this section clause by clause.

The CramrMAN: On subsection (a).

Hon. Mr. SteveENs: This raises a slightly different question from the one
I have just raised. Is it possible to adjust or to differentiate between their
adjustment on farm mortgages and their adjustment on service mortgages, or
must they bring all of their business, both urban and farm, into the agreement?

Hon. Mr. Dun~ing: All; but there is a point there which is of some
importance. It is represented to me that if we say that as of to-day the
mortgage companies shall adjust, that means that any arrangement which
they entered into yesterday will be subject to adjustment to-day; and it is
fairly well known, I think, that adjustments which have been made during the
last three years—many of them under the aegis of the Farmers’ Creditors
Arrangement Act and so forth—represent a very very substantial amount, and
the question arose as to whether we should compel them to adjust everything,
mortgages and agreements for sale made right up to the moment of the member-
ship agreement. I am inclined to think that we would expedite our objective
if we gave the companies some leeway in that regard without doing any injury
to anyone. I have not a date in mind.

Mr. TaorsonN: You would require them to adjust mortgages entered into
prior to a certain date?

Hon. Mr. DunNING: Yes. It would mean adding after the word “agree-
ment” in line 26 on page 5, “entered into before the day of 22 ~That
is the point. I should like the committee to give some consideration to the idea.
From my own point of view if we set that back two years it would be no more
than fair.

Mr. Tucker: Mr. Chairman, that leaves us the question of a renewal agree-
ment that has been signed in the province of Saskatchewan, the renewal agree-
ment of mortgages which have been adjusted under the Farmers’ Creditors
Arrangement Act. I had a great deal to do with that. They have now written
them down below what they figured was the value of the security. In other
words, they valued the security and then they allowed the mortgage to the
full amount. Now, the purpose of this act is to write down to 80 per cent. I
think all these renewal agreements that have been signed within the last year
should come under the act, because these renewal agreements had the idea in
mind to give the companies the benefit of 100 per cent of their security.

Mr. TaorsoN: You might draw a differentiation between mortgages where
the consideration was totally a new consideration and mortgages where the
consideration was the previous loan, where there was simply the extension of an
agreement.

Hon. Mr. DunNiNG: I wonder if Mr. Leonard would not give us his views
on this point? I think, if I remember rightly, the representations came from
your organization in that regard.

P. D’Arcy LEeoNARD, recalled.

The WirNess: Mr. Chairman and Mr. Dunning, I think that there is an
important point there, and unquestionably in connection with farm mortgages
there should be some cut-off date. I think that should be done in fairness to the
government and recognizing the contracts recently made. You will recall the
submission I made in connection with urban mortgages. I dealt with the con-
fining of them to mon-current mortgages. That would have had the same effect
as a cut-off date on urban mortgages, carried back, broadly speaking, to
some date represented by a date during the depression. I think it would
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have been a date earlier than two years, and I think that again there is a dis-
tinction between the urban mortgage situation and the farm mortgage situation.
Mr. Tucker is quite correct in saying that a number of renewal agreements have
been made on existing farm mortgages on the basis of adjustment, and setting
up of a cut-off date prior to that too far back deprives borrowers of the same
benefit that the government intends here for others. I am not sure just what
submission one could make. I do mot quite agree with Mr. Tucker’s statement
as to the board of review. I think some of the board of review valuations have
been substantial, but I do urge again in connection with the urban mortgage
situation that the mere setting up of a cut-off date will not meet the difficulties
I pointed out, and unless that date were carried out quite a considerable time,
and even then I doubt if it would do it.

In connection with the farm mortgage situation, some cut-off date, whether
it should be a more recent date as Mr. Dunning suggested or should contain the
exceptions made by Mr. Tucker, is something I would not like to make a definite
statement about now.

Mr. Trorson: If we have a cut-off date, should not that be confined to
mortgages where the consideration is an entirely new lending rather than an
extension of an existing mortgage?

The Wirness: I would say broadly speaking that is correct in as far as
farm mortgage situation is concerned, and granting I am not in any way
dealing with the suggestion of city mortgages; but your renewals in connection
with urban mortgages have largely been made on the same basis as new con-
tracts during the last few years. '

By Mr. Thorson:

Q. They draw a distinction between new mortgages after a certain date in
provincial legislation, and mortgages where the original consideration was prior
to that date; for instance, in debt adjustment legislation?—A. In as far as farm
mortgages are concerned.

Q. And also urban homes?—A. As far as urban mortgages are concerned,
the suggestion I made yesterday as to the non-current application of the Act
is the only suggestion I can make to deal with that same point.

By Mr. Tucker:

Q. If you made it apply in the case of farm mortgages to all mortgages
which were in existence on the date of entry into the membership agreement,
it really would not make much difference because there have not been many
mortgages entered into in the last six months?—A. Not many new mortgages,
a fair number of agreements of sales.

Q. But, of course, we want the Act to apply to that—A. Not the recent
ones, I suggest. I suggest the point Mr. Dunning made is the correct one as
to recent agreements of sales.

Q. I suggest those are the ones we want the Act to apply. Take a
mortgage foreclosed on a property sold within the last year, that farmer
should be entitled to the benefit of the Act just as much as if he bought the
property two years ago or three years ago.

Mr. DoxNELLY: I do know that in the dried-out areas in the south central
part of Saskatchewan adjustments that were made two years ago or three
vears ago are not considered to-day as adjustments at all, even by the Farmers’
Creditors Arrangement Act where they have cut the amount of indebtedness a
great deal, it is not a sufficient adjustment to-day as we know things. We have
had one crop failure added on top of another.

Hon. Mr. Dunx~inGg: Don’t you hope it will turn the other way?

[Mr. T. D’Arcy Leonard, K.C.]
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Mr. DoxneLLy: We have been hoping for ten years, and it is a long time,
and if you write off 10 per cent every year off these farms you have got the
whole 100 per cent written off now.

Hon. Mr. Stevens: You will start to make money now.

By Myr. Cleaver:

Q. Mr. Leonard, the minister had indicated that your suggestion in regard
to non-current urban mortgages is not satisfactory to him. Would a clause
confining the operation in regard to urban mortgages—mortgages based on the
ability of the debtor to pay—or a bankruptey clause answer your problem?
—A. I do not think so, Mr. Cleaver.

By Hon. Mr. Stevens:

Q. Mr. Leonard, I was going to ask you this question: agreeing that there
is a difficulty in determining the cut-off date, would it be correct to say that
individual companies positions would be from their standpoint a determining
factor; that is, one factor would differ from another?—A. That is true, all
the way through.

Q. Would it be advisable—and I will ask the minister to consider this—
would it be advisable to have a clause later in the agreement which would be
applicable to the whole agreement authorizing the board or the mortgage
bank, in its individual agreements, to set a date based upon the exigencies of
the case, of the individual company’s case, but not to exceed a certain cut-off
date which might not be two years—the maximum might be much more than
two years—but there might be in each case a different date that the circum-
stances would warrant.

Hon. Mr. DunnNiNG: I can see great difficulty in applying it.

The Wirness: If I might answer Mr. Stevens’ question to the effect that
there may be different circumstances affecting different companies, I should
think the matter ought to be decided from the standpoint of the debtor and
not from the standpoint of the company, so that the debt should be only
applicable from the standpoint of the purchasers.

Hon. Mr. Stevens: You think it is possible to find a common date?

The Wirness: I think there must be some recent date that in the ordinary
judgment of a person appears natural. For example, an agreement entered
into to-day could not come under this Act; the man is buying the mortgage in
the light of certain circumstances, and there must be some period going back.
I would not like to say what period it would be or whether it would appeal to
this committee as being a date on which contracts entered into since that
date should just stand there.

Hon. Mr. Dux~ing: And I say that I have a similar amendment in
relation to urban mortgages. The intention is to insert a cut-off date in both
cases. I only read the one relating to that part of the section dealing with
farm mortgages, but I have another one here to bring about a cut-off date
also in connection with urban mortgages. I admit it is highly desirable to set
a date, but I am more or less in the judgment of the committee as to how
far back it should go.

Mr. Creaver: Would this date apply to renewals in the same light as new
mortgages?

Hon. Mr. Du~n~ing: If the renewal is a new contract, yes.

Mr. THorson: If the renewal is a new contract, but if it is just a renewal
agreement of the old debt exactly as it was; there is a difference.

Hon. Mr. Dun~iNG: That is where our definition would have to come in
because provincial laws differ in regard to renewals.
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Mr. Macpo~narp: It might be a renewal as to principle with a change of
terms as to interest.

Hon. Mr. DuxnNING: Yes.

Mr. Tucker: I submit there should be a different attitude taken towards
rural mortgages over urban, because as Mr. Leonard says, there has been
very little activity in regard to rural lending in the last year, and the main
activity has been where there have been resales of property. I do not know
whether it is true here or not, but I know that a great many resales that take
place are cases where there have been foreclosures and resales the amount the
company has tied up in the property to a member of the family. Now, it seems
to me that these people need an adjustment just as much as if it were still in the
shape of a mortgage. There is practically no new business. It seems to me in
regard to rural matters the clause should be left as it is without any adjustments
to the companies, and it might prevent some people being excluded who other-
wise should get the benefit of the Act. I realize it is difficult in regard to urban
mortgages.

By Hon. Mr. Dunning :

Q. I suppose, Mr. Leonard, one could say with respect to farm mortgages
that there has been very little in the way of new contracts. It would not be of
much material importance in regard to them?—A. That is correct, Mr. Dun-
ning, as far as farm mortgages are concerned.

Q. Now, I have two separate amendments to the two separate sub-sections
which can have, if the committee so desires, different dates inserted for the
two different classes. Might we not say the first of this year for farm mortgages
and then consider the question of the other when we have cleaned that out of
the way?

Mr. MayBank: There is this point with regard to that matter; in the
first place I was of the opinion that probably there is no need to have a cut-off
date very far in the past in respect to rural mortgages; likewise it would seem
we should have a cut-off date with regard to urban ones, but it seems to me
that that date should be the cut-off date only with reference to some of these
adjustments, some of the contributions of the companies, but not all. There is
the writing off of two years’ interest, and the other is giving. But in respect
of agreements which they will make that mortgages hereafter should not be
higher than a certain rate of interest which, for example, we will say is 5 per
cent, I do not think the cut-off date should apply there. Suppose I might say
as an example that the mortgage is entered into before the 1st of January,
1937—

Hon. Mr. Du~n~inG: You are speaking now of urban?

Mr. MAYBANK: Yes.

Hon. Mr. Dun~inG: Let us clear up the rural part first.

Mr. Maysank: This applies to both, although I was using the urban as
an illustration. Whatever date is chosen it should not have reference to any
contracts entered into after that date. That is the 5 per cent hereafter feature.
That is the point. That applies whether it is rural or urban. In that case the
urban would probably be fixed at an earlier date. I was using that as an
illustration. I do not think we ought to be in a position with respect to urban
mortgages, having chosen, perhaps, the 1st of January, 1937, having mortgages
between that time and the date that will be declared in the Act carrying one rate
of interest and everything thereafter urban carrying a different rate. The same
applies exactly with reference to rural, although I realize that date would
be later in the case of urban. I am referring to the hereafter interest rate.
I say the adjustment there ought to cover everything.

[Mr. T. D’Arcy Leonard. K.C.]
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Hon. Mr. Dux~iNG: Here is my first amendment: “ That sub-paragraph
(i) of paragraph (a) of clause 16 of the Bill be amended by inserting after
the word ‘agreement’ in line 26 on page 5, the following words: ‘And entered
into before the 1st day of January, 1939.””

That will establish the cut-off date for the farm only.

The CuAmrMAN: Shall the amendment carry?
(Carried).

Mr. CLarg: May I ask if this means that in the case of a particular com-
pany—take the Canada Permanent Mortgage Corporation and suppose it
becomes a member and is a membership company, will this mean that all its
mortgages will be adjusted to 5 per cent?

Hon. Mr, Dunxning: All its mortgages operating within the classes dealt
with in this section; that is all its farm mortgages and all its non-farm home
mortgages on which the amount owing does not exceed $7,000.

Mr. Crark: They will all be reduced to 5 per cent.
Hon. Mr. DunNiNG: Yes.

Hon. Mr. Caman: I would like to ask this question: Section A-1 deals
with farm mortgages. Taking (a) with (d) and reading them together they
provide that the member companies shall adjust all their mortgages on farms
in Canada and held at the date of the membership agreement so as to reduce
the total amount owing on the mortgage to 80 per cent of the fair value of
the property appraised as provided in this Act. Now, I would like to ask
the minister if it is the intention of the government in making a provision
for such reduction to disregard entirely the ability of the mortgagor to pay
irrespective of the value of the particular piece of real estate which is mortgaged?

Hon. Mr. Dun~ing: The only criterion contemplated by the law is the
value of the property.

Hon. Mr. Caman: Is it the intention to adhere to that?—A. If it is, it is
useless to discuss the matter further. _

Hon. Mr. DuxnNixg: I will not say it is useless to discuss it. Perhaps
I might indicate to you the difficulties we face if we are dealing with this
thing in a nation-wide manner. It is quite impossible and impracticable, as
far as I can see, and I have tried very hard to see a way in which adjustments
could be made which take into account each separate individual’s ability to
pay; it would necessitate the setting up of some form of judicial tribunal
analogous in character, possibly, to the Farmers’ Creditors Arrangement Act
method; it would take years of work, and I am inclined to the view would
not bring about very great satisfaction to either side, judging from my experi-
ence with the Farmers’ Creditors Arrangement Act. It is true, as you have
urged, Mr. Cahan, previously, that some people would get the benefit of
this' who might nevertheless be able to pay.

Hon. Mr. Caman: A good many.

Hon. Mr. Dux~inGg: I am of the opinion that the mere cost of trying to
set up machinery to determine an individual’s ability to pay would far exceed
what the state and the mortgage company would lose by virtue of such
adjustments.

Hon. Mr. Canax: With great respect, I think it would not be more difficult
to determine with respect to individual mortgagors ability to pay in a general
way than it will be to determine what the fair value of the property is.

Hon. Mr. DunNiNGg: Oh, very much harder.

Hon. Mr. Cananx: I think the two considerations are necessary to fair
and equitable treatment, and I simply suggest that I dislike to see the matter
of his ability to pay eliminated as a consideration in reducing his liability.
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Hon. Mr. Duxning: I dislike to see it worked myself. I agree in prin-
ciple. The only thing is that I am unable to see how it would be practicable
to set up machinery which would have to be judicial or semi-judicial in char-
acter, and operating over how long a period I do not know.

Mr. HiLr: Irrespective of a man’s ability to pay, why should the gov-
ernment of Canada and these companies make a gift to this man of 20 per cent
of the value of his property? If a man goes out to buy a farm to-day he
pays 100 per cent of the value. Why should the Dominion of Canada and the
the companies make a gift of 20 per cent of that value to a man, especially
at the present time when that value is going to be very low and the 80 is
probably 50 per cent of the value. Now, in addition to that many of the
owners of farms on urban properties in the east who are now paying on 100
per cent of the property value in mortgages, will get no relief but will be
penalized to the extent that they will have to contribute part of this 20 per
cent you are making a gift to this other man who gets relief under this Act.
Why should it not be 100 per cent of the value? What you are actually doing
is you are buying these properties from these people and selling them back
at 80 per cent of the value, and with regard to these other people who won’t
come under this Act you are simply penalizing them and making them pay a
tax to pay this 20 per cent which you are giving to these people who do
come under the Act. I cannot see why it should be done, especially at
this time.

Hon. Mr. Dun~NinGg: There is, of course, a great deal of force in that
argument. I think most of the mortgage companies would agree that there is,
generally speaking, little prospect of mortgages amounting to more than 100
per cent of the value of the property being paid. Their experience generally,
I think, is that they come back. The 80 per cent provision represents a con-
tribution by the state to putting the mortgage business as a whole upon a
reasonably sound basis so far as future expectation of repayment is concerned.
One must view it in the general rather than in the particular.

Mr. Hri: Suppose a man has a farm valued at $7,000 to-day and he has
a mortgage of $5,600 on it, is there anything to prevent him going out and
selling it for $7,000 and taking $1,400 and leaving the farm?

Hon. Mr. Dux~ing: I suppose that may be true.

Mr. MayBank: He might not be able to find a buyer.

Hon. Mr. Dux~ing: He has to find a buyer who will assume the mortgage
too.

Mr. Wagrp: I know what Mr. Hill means, and most of the members will
agree that in a great many cases, perhaps the majority of cases, have a con-
siderable part of the mortgage been paid up. I gave an illustration this
morning, and I think vou could duplicate it a hundred times. I know of
dozens of cases like that of my own knowledge where far in excess of the total
value of the property has already been paid and still the mortgage stands at
more than the land is worth. I understand we are still discussing farm
mortgages.

Hon. Mr. Dunx~ing: That amendment carried with respect to the cut-off
date.

Mr. Warp: I want to return to the question of renewals. My observa-
tions of the renewing of mortgages is in a great many cases that they have
‘been renewed at just the amount that stood against the farmer. They have
not all come under the Farmers’ Creditors Arrangement Act by any means. In
view of the fact that in this Act the general provision has been made—what
we might call qualifications; that is, that a mortgage must qualify before it
can be considered under this Act—in view of that fact there is no reason what-
soever why the cut-off date or why the mortgage should not be considered for

[Mr. T. D’Arcy Leonard, K.C.]
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the purposes of this legislation as at the original date when the mortgage was
made. I think that point should be cleared up before we proceed. The
mortgages should be considered as of the original date when the mortgage was
made in view of the fact that within the four walls of this Act qualifications
are provided which would safeguard any adjustments that had been made at
the time of renewal. Why should we not insert in this Act somewhere that
all mortgages shall be considered as of the original date, and that would be
considered when the cut-off date is set.

Mr. Tucker: That is what this means.

Mr. Wagp: I do not think so.

Mr. Macponawp: I find that the question raised by Mr. Cahan and Mr.
Hill is well taken, and so does the minister. Here is a man living in a city
and he has one investment on a farm. He has considerable other assets,
maybe in bonds or cash or otherwise and he has entered into a contract,
borrowed, say, $5,000 on his farm and given a mortgage which is more or less
the same as a security, and now the farm happens to be worth only $4,000.
With all his other assets he cannot be called upon to meet his obligation to pay
that $5,000. As the minister has said, that feature does not seem entirely fair,
but the difficulty I find is how to work cut something that is practicable.

Hon. Mr. Dun~ing: That is it.

Mr, MacpoNaLp: If something could be worked, I think the minister would
consider it, but there does appear to be a difficulty.

Mr. Creaver: Would not Mr. Hill’'s suggestion be a practical answer?
Increase sub-section D from 80 to 100 per cent.

Hon. Mr. Dun~ing: Leave that until we get to it. Don’t let us mix up
the sections. :

The Cuamman: We are now really considering sub-paragraph 2 of para-
graph (a) of clause 16.

Hon. Mr. Dun~ing: I would like the committee to consider what cut-off
dates should be put in for urban mortgages.

Mr. TrHorsoN: The 1st day of January, 1938.

By Hon. Mr. Dunning:

Q. I would like to ask Mr. Leonard if he can tell us when it was with
respect, to renewals and new contracts on homes of this type that what I might call
the impact of cheaper money first became apparent in the business of the mortgage
companies? There was a time at which the general impact of easy money did
affect the mortgage field. Can you tell me when—perhaps some of your colleagues
could tell you?—A. Without any further consultation than I have made, Mr.
Dunning, I would not like to be taken as saying that a cut-off date will meet
the points I have made in connection with it, but just answering your question,
the date suggested is the 1st of January, 1935. You will recall the Housing Act
of 1935, with the 5 per cent rate, and it was about at that time that the 5 per
cent rate became the prevailing rate.

Mr. Trorsox: That is too far back.

Hon. Mr. Dun~inG: That is a suggestion for the committee to consider.
I would have said myself that the effect of the Housing Act would not have
been likely at least until 1936, because I remember when I became minister
practically no loans had been made under it.

Hon. Mr. Stevens: Very few were made anyway.

Mr. TaorsoN: Very few have been made since that time.
Hon. Mr. Dun~inGg: I suggest the 1st of January, 1936.
Mr. TrorsoN: That is too early.
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Mr. Maysank: Why 1936? Why should we go back on urban mortgages
as far as that?

Hon. Mr. Dux~iNG: I will answer your question by asking you one. You
represent a city constituency; a great many people in that constituency presum-
ably will be affected by this legislation; you are anxious, therefore, as far as
possible, within the bounds of reason, to make it possible for a class of
companies which carry that class of mortgage in large volume to become members
of this bank so that your people may get the benefit.

One of the chief difficulties that will arise is the fact the the balancing
of the mortgage investments of companies varies so very widely. Some com-
panies specialize in the smaller type of urban homes; some companies have a
very much heavier ratio of farm mortgages. The balance is a very important
factor, and so far as my study goes, there are about three companies with large
investments in the smaller type of urban homes covered by this act, that it is
very desirable should become member companies because of the benefits which
would accrue, particularly in constituencies like your own; and I am trying to
find the way, not to set up an idealistic piece of legislation which won’t work,
but keeping it within the bounds of reason so it will operate.

Mr. THorsoN: If you put a date like the 1st of January, 1936 and include
any mortgages after 1936, all of those with respect to which renewals have been
made, you are wiping out from the application of this act a whole mass of
mortgages. Now, if there is a real difficulty between the rural situation and the
urban situation, and if it desired to get as many companies as possible to
come within the ambit of the act, the purpose might be accomplished better by
differentiation between the maximum rate of interest between urban and
rural mortgages. Now, that is to be considered later in connection with section
5 (f) and (g), and you might accomplish the purpose better if the idea is to get
as many people as possible, the maximum companies to come into the scheme,
it might be better to consider the possibility of differentiation between the
maximum rate of interest applicable to farm mortgages and that applicable to
urban mortgages, rather than trying to do it by a cut-off date.

Hon. Mr. DunNiNg: I am trying to bear it in mind all the time.

Mr. TrorsonN: It might remove from the ambit of the act altogether a
great mass of urban.

Hon. Mr. DuxNing: What cut-off date do you suggest?

Mr. TaorsoN: I am not so sure that the cut-off date is so tremendously
important.

Hon. Mr. Dunx~NiNG: It is quite important; I assure you it is.

Mr. Traorson: It might be important. )

Mr. MayBank: It is the thing that will make it work or not work.

Mr. TaorsoN: Of course, you are going to have your controversy as to
the meaning of the language of your amendment which was carried before.
Does that mean a new mortgage or does it mean an extension of existing
mortgage?

Hon. Mr. Dux~ing: That is the reason it is framed as it is. Mr. Johnson
will probably give the legal answer.

Mr. THorsoN: I suppose you are going to define it later by regulation?

Hon. Mr. Dux~iNGg: Yes. Mr. Johnson will deal with that point.

Mr. Jounsox (Department of Finance): The intention, when this amend-
ment was drafted, was to include new mortgages only.

Mr. TraorsoN: New only?

Mr. Jounson: Yes, mortgages entered into.

[Mr. T. D’Arcy Leonard, K.C.]
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Mr. Maysank: Which amendment are you referring to?

Hon. Mr. Dux~ing: The amendment that is now under consideration with
respect to both.

Mr. Traorson: That would leave subject to adjustment mortgages in respect
to which there is a renewal agreement?

Mr. Jounson: Yes.

Hon. Mr. Dun~inG: That was the intention.

Mr. Tuorson: That is what it means?

Hon. Mr. Dun~ing: This carries it legally into effect.

Mr. THORsoN: You have always got the power to a certain extent to change
that by defining.

Hon. Mr. Dun~inGg: We have in mind that fact, “entered into.” Does that
not eliminate a large part of your objection?

Mr. Trorsox: It does, so far as the cut-off date is concerned.

Hon. Mr. Dun~inG: So far as that is concerned only. I am only considering
it from that point of view now.

Mr. Trorson: If it is clearly understood that is the meaning of entered into,
that would eliminate the objection to the cut-off date.

Hon. Mr. Dux~inG: There is no doubt about that. What shall we say? 1
have my pen in hand ready to write in the date. Mr. Stevens, have you any

~ comment? Mr. Cahan, have you any comments?

Hon. Mr. Stevens: I think your date is—

Hon. Mr. Dun~ing: Mr. Cahan, what about you?

Hon. Mr. Cauan: I think the date is 1935 you are suggesting now?

Hon. Mr. DunNiNG: 1936.

Hon, Mr. Carax: I think that is preferable. It does not meet my objection,
but it is preferable.

Mr. Tuorson: If you are thinking of the impact of the Housing Act as
being the 1st January, 1936, I question it. I do not think you can look at the
Housing Act as your criterion because it did not have any impact for the
1st January, 1936.

Mr. MayBank: It had not begun to march at all.

Mr. THorsox: In 1936.

Hon. Mr. Dux~iNGg: Mr. Ross wanted to suggest something.

Mr. Ross: I want to know why the limit was set.

Hon. Mr. Dux~ing: We are not on that point.

The CramrMan: We will settle this date first. What date, Mr. Dunning?

Mr. TaorsoN: You came in as minister in the fall of 1935.

Hon. Mr. Dun~NinGg: Yes.

Mr. TrORSON: You stated a moment ago at that time there had been no
mortgages. I do not think you can say that the Housing Act had any real
eﬁ'elct or any impact by the 1st January, 1936, so that I think your date is too
early.

Hon. Mr. Dun~ing: Well, I am willing to leave it to the committee as
between 1936 and 1937.

Mr. THorson: I would say 1937.

Mr. MayBank: What I should like to get at is this: a while ago I asked
why he picked 1936. I was not doing it just captiously. I presumed there
had been some balance set when Mr. Dunning undertook to describe it. Per-
sonally I do not think there was very much mortgage loaning going on in
my own neighbourhood,—that is the one I know best—during certain years.
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I do know that not very much loaning went on there. Up to the 1st January,
1936, very little loaning had been donme. Can we get any information here
now as to the number of mortgages or the number of contracts that were
entered into from 1936 onwards?

Hon. Mr. DunnNiNnG: Quite impossible, I am afraid.

Mr. MayBank: We have not got that?

Hon. Mr. DunniNg: No. :

Mr. MayBa~nk: It is quite impossible to get any of that sort of information
to help us to balance the matter to arrive at the date?

Hon. Mr. Dunxing: We do know that following the depression, coincident
with the operations of the Housing Act, commencement of the full operation of
the Housing Act, which is really only part of what I meant when I asked
Mr. Leonard regarding the impact of the cheaper money. The whole set up
was made much cheaper. Money was looking for investments to a greater
degree and having difficulty in finding them. I 'personally think that the
1st January, 1936, is a fair date, having regard to that condition and remember-
ing that it applies to a new contract.

Mr. MAYBANK: Yes.

Mr. THorson: It applies only to mortgages where there is a new advance?

Mr. MayBank: The whole of the consideration is new.

Mr. Trorson: The whole of the consideration is new.

Mr. MayBank: I should like to see the effect on section 8. In section 8
we say we shall not charge more than 5 per cent. That is what we have been
talking about. I am putting it roughly this way: shall not charge more than
5 per cent on mortgages after the date of the agreement. Now, you proclaim
this law. Shall we place the 1st September and then this law is in the nature
of an offer to mortgage companies, which says, you can take this proposition
up within the next twelve months. If you do not take it up, well the goblins
will get you; provincial premiers will get you if you do not take it up within
twelve months, so that one year from September—

Mr. DoxNELLY: You will be thrown to the wolves.

Mr. MayBaNk: Thrown to the wolves; one year from September 1 this
vear they will all have entered into the agreement or else there will be no
agreement. Then we would have a period of between the 1st January, 1936,
and the 1st September, 1940, during which there would be mortgages that would
not be adjustable as we have used the word ‘“adjust” in this act; and right
after the 1st September, 1940, any mortgages written by these companies
would be at 5 per cent. They would have that block of mortgages between
1936 and 1940 which would not be adjustable; although entered into right
afterwards they would not be above 5 per cent, and those before that date
would be adjusted down to 5 per cent. That is the factor.

Mr. Tucker: The rate fixed by the bank.

Mr. MayBank: I know, and that is why I am talking that way. We would
have this situation; we would have the years 1936, 1937, 1938, 1939 and up -to
the 1st September, 1940, mortgages that could carry whatever rate of interest
they could get.

Hon. Mr. Dun~ing: Have you taken this into account—

Mr. MayBank: I am only asking if that is the picture?

Hon. Mr. Dux~ing: That is approximately correct. Have you taken into
account the fact that the great fall in real estate values—and I am now
speaking of urban values—certainly took place prior to 1936, didn’t it?

Mr. THorsoN: Yes.

Hon. Mr. Dun~inG: Prior to 1936.

[Mr. T. D’Arcy Leonard, K.C.1
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Mr. Maysank: Yes, I think that is right.

Hon. Mr. Dun~yiNg: We are trying to find a fair date, havmg regard to all
the conditions. I suggest that 1936 is a good date.

Hon. Mr. Cauan: Let us have a motion.

Mr. Creaver: I would move the amendment carry as of the 1st January,
1936.

Mr. Ross: When Mr. Leonard said that the easy money of 1935 was the
result of the Housing Act even though no loans to speak of were made under the
act, I would like to correct the impression that it was the Housing Aect that
caused—

Hon. Mr. Canan: The incident.

Hon. Mr. DunNiNG: I mentioned it as one incident.

Mr. Ross: The question I should like to ask the minister is this: why limit
it to the $7,000 mortgage?

Hon. Mr. DuxniNG: If we can carry this amendment we can discuss that
point.

The CHAmRMAN: Mr. Dunning moves ‘“That sub-paragraph (ii) of para-
graph (a) of clause 16 of the bill be amended by msertmg after the word
“agreement’”’ in line 28 on page 5 the following words: ‘and entered into before

the first day of January, 1936."”” Shall the amendment carry?
Carried.

Hon. Mr. DuNNING: Now, the other point raised by Mr. Ross is the $7,000
figure. °

Hon. Mr. Stevens: We have not come to that yet.

Hon. Mr. Du~nw~inG: It is in 2. Now, there is one point that has arisen in
connection with since the bill was drafted, namely, that in one province particu-
larly there are family dwellings that are two- family dwellings. They are built
as two-family houses.

Hon. Mr. Stevens: Duplexes.

Hon. Mr. DunNiNGg: And we should take that into account without
attempting to go into the larger field. Mr. Ross put up four figures. One could
put up twelve fingers if one had them, and get into the apartment field. The
duplex is recognized as a family type of dwelling in at least two provinces, and
so I was thinking of suggesting to the committee that we amend the $7,000 in
this wise, “$7,000 for a single family house and $12,000 for a two-family house.”
But I do not think we had better wander on into the quadruplexes and sextuplexes.

Mr. THorsoN: You have a dangerous situation there because you may make
that applicable to a state of affairs where there has been a crowding of a
number of families into one house without any division of the house, so that one
belongs to one part of the house and another part of the house belongs to another
family and another part to another.

Hon. Mr. Dux~inG: There will be no doubt that this means two separate
houses.

Mr. Creaver: I would move that the amendment carry, Mr. Chairman.

Mr, Traorson: If it is clearly understood.

Mr. Ross: I have another point in mind. We have had a great many
apartment houses which have been put up on bonds that have been sold. These
bonds are held in a great many cases by individuals. I do not think it is wise
for us even to limit it to that amount. Why should we limit it?

Mr. Taorson: What is the amendment?

The CaARMAN: The amendment reads: “That sub-paragraph (ii) of para-

graph (a) of section 16 of the said bill be amended by adding after the word
79816—4
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‘dollars’ in line 30 on page 5 the following: ‘seven thousand dollars for a single
family house and twelve thousand dollars for a two-family house.”” Shall the
amendment carry?

Carried.

Hon. Mr. Cauan: There are a lot of people, Mr. Chairman, in business
who have houses that are worth more than $7,000 and who had them free, but in
recent years in order to pay their debts in business and personal debts, have
placed mortgages upon their property for more than $7,000. Why should we
diseriminate against these people? If there is to be a general sabbatical year
in which we are going to wipe— .

Hon. Mr. Dun~inNG: I was hoping I might get by without that question.
There must be a line somewhere.

Mr. Ross: I do not see why we should discriminate in this country against
one class of citizens.

Hon. Mr. Du~n~iNG: This is intended for the benefit of home owners and
farmers, and frankly that is the intention.

Hon. Mr. CamaN: A man may be quite well off and still have a home.

Hon. Mr. Dunn~iNa: If he is quite well off he does not need this.

Hon. Mr. CamaN: No man needs this who has ability to pay.

Hon. Mr. Du~xNinG: I sympathize with you when you argue on the basis of
ability to pay, but when you are asking me now that to extend this to the man
who has undoubtedly the ability to pay, I suggest that it is hardly consistent.

The CrammaN: On subsection (b).

Carried.

On subsection (d).

Hon. Mr. Dux~iNg: We are now on the 80 per cent. Mr. Hill has a
motion.

Mr. Hior: I move that the 80 per cent be raised to 100 per cent.

Hon. Mr. Dun~ing: There will be much difference of opinion there as
to whether the write-down should be below the value of the property.

Hon. Mr. Caman: This is simply a gift outright, as one of the hon.
members for New Brunswick said, an outright gift. Why should you place
the burden upon the body politic of making an outright gift of 20 per cent?

Mr. TaorsoN: One of the fundamental principles of the bill—

Hon. Mr. Dunnmva: Will you really solve the farm mortgage problem
unless you create an equity?

Mr. Trorson: You must create an equity.

Mr. Tucker: I was just going to say this: if we are going to deal with
the 100 per cent clause I think it is out of order, because I think it cannot be
argued that the principle was carried when second reading was given to the
bill. The 80 per cent was one of the fundamental principles of the bill and
it was so stated by the minister in explaining it in the house. We have no
right whatever to pass an amendment which conflicts with one of the main
principles of the bill as passed on second reading. If we make an amendment
there we might as well adjourn and save ourselves trouble so far as helping
the farmers in this country is concerned. By that I mean if we pass the 100
per cent amendment—

The CuHAIRMAN: Order, Mr. Cahan would like to say something.

Hon. Mr. Canan: I simply object to that statement that the passing of
the bill in second reading confirms this 80 per cent or any other special item.
I understood when the second reading was passed that it passed for the purpose
of submitting to this committee all phases of the bill and we were not, by

[Mr. T. D’Arcy Leonard, K.C.]
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passing second reading, committed to all the incidents of the bill. .I do not
think it is a proper way to look at it.

Mr. Tucker: This surely is a fundamental principle.

Hon. Mr. Cauax: It is not a fundamental principle that has ever been
asserted during the 15 years that T have been a member of parliament.

Mr. Corpwrrr: I have not said very much but T have listened very intently
to what has been going on. It seems to me the purpose of this bill is to do
something for a class of people in connection with their indebtedness. I
expressed the point of view the other day and I will express it again, that
when these mortgages were placed upon farms, upon farm lands particularly—
I have that in view—the appraisal of the property was made by the company,
and as a rule they loaned 60 to 40 or 50 per cent of the valuation they placed
upon that property. Now at that time the two parties to the mortgage were
the mortgage company and the farmer. The mortgage ‘company had a 40
per cent interest in the property and the mortgagor had a 60 per cent interest
in that property. If we are going to make an adjustment which is in the
interests of those who are in debt we ought to preserve some equity of the
debtor; and to suggest that we are going to wipe out any equity in that

- property as far as the debtor is concerned, is, in my opinion, wrong.

Hon. Mr. Dux~ing: I think that is not put fairly, Mr. Coldwell. At

the present time the equity is wiped out; we are attempting to restore it.

Mr. CorpweLL: Yes. I will grant that to the Minister of Finance.
Hon. Mr. Dunning: That is a very important difference.

Mr. CopwrLL: Yes. there is a difference there; but nevertheless the argu-
ment is this. and T do not think the view is sound in principle, that here we
have something in the nature of a partnership and the equity of the person who
has brought that piece of land from a piece of raw prairie up to a farm is
greater than that of the company which loaned the money on that land. I think
that the very minimum consideration that should be given to the person who is
mortgaged is this 80 per cent. When you raise it to 100 per cent all you do it
take the value of the property and say, you had all the value of the property.
I do not think it is sound or fair. T should like to go much further than that.
May I say this, as I have often said before, that in my opinion it is in the interests
of the mortgage companies themselves to be generous in the adjustments that
have to be made. We have had debt adjustment in western Canada. T have
before me at the moment the last estimates of debts made by the economist who
produced the section on debts in the Saskatehewan brief before the Rowell
commission. He showed this, that after the adjustments that were made two
years ago with two years more of difficult times, the debt to-day is exactly what
it was two years ago, that there really has been no relief to the people on
the Saskatchewan farms. Now, in the other provinces the situation may be
somewhat different; but T am here representing a Saskatchewan constituency
and I want to impress upon this committee this particular point: in my opinion
even this measure offers very little hope to a large number of the debtors of
the province, and if the obligation placed upon them is greater than that pro-
posed by this bill it will work against the very institutions that are endeavour-
ing to solve something in this legislation.

Mr. HiLL: Mr. Chairman, I have had a number of young men buy farms
in the county in the last few years they paid 100 per cent for them, not 80 per
cent. They were not given any 20 per cent-by anybody; they paid 100 per cent
for that farm. If the minister will guarantee to me that the farm owners in
the maritime provinces will have their mortgages adjusted to 80 per cent of the
value of these farms, I will not oppose this act; but I do not believe it will ever
be done in the maritime provinces, because these people intend to pay their
mortgages and they will do it some way or another. They will do it or they
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will give up their farms and let somebody else take them over. If you can
guarantee me that these farm mortgages will be adjusted to 80 per cent of the
present day value of these farms I will certainly support this act; but I do not

believe it will ever be done for this reason, that the mortgage companies holding

these mortgages will never reduce the value of the mortgages nor the interest
rates on these mortgages, because they will not be forced to, because they will
not be members of this bank and therefore they will not have to do that and
the people down there will have to get along and pay the full amount of their

mortgages at the full rate of interest.

Mr. Kintey: Mr. Chairman, in talking about the 80 per cent clause it is
said that it is for the protection of the general public, and Mr. Coldwell talks
about the advantage to the loan companies. I quite agree with that, but you have
to do something for the protection of the taxpayers who have other assets and
own property. I can see where you would have a lot of city properties which
have mortgages on them. They would be reduced, but the owner of these prop-
erties may have sufficient assets outside of them to pay his debts and he should
pay his debts if he can. Now, with regard to the adjustment feature. The
only thing so far as the loan companies in Nova Scotia are concerned is that there
is an appreciable percentage of them who have mortgages on property 60 per
cent of the value of the property. By this suggestion, you are bonusing the man
who is not standing up to his obligation and you penalize a man who has lived
up to his obligation. That brings up a kind of philosophy that does mot agree
with my idea of what business should be in this country.

Mr. Tucker: On a point of order, I will read the speech that the minister
of finance made in the house on May 23rd, 1939, and I intend to ask for a ruling
on this point of order, because when we do business in the house presumably we
do it in a proper way. The minister said, explaining this bill:—

Briefly, the principle involved is the use of the national credit in
adjusting the mortgage burden and in providing facilities for refinancing
mortgages in the future.

This statement is to be found at page 4691. He goes on to state:—

The bill offers to the farmer mortgage debtor, and the home mortgage
debtor, below $7,000 in principal amount, a reduction in the load, which-was
assumed In many cases years ago under more favourable circumstances
than now prevail. The companies which become members of the bank
will be obligated to write off all arrears of interest with respect to such
mortgages in excess of two years’ interest.

Second, the debtor will be relieved in cases where the mortgage debt
exceeds eighty per cent of the value of the mortgaged property by the
writing off of the excess over eighty per cent.

Third, the debtor will be relieved by the adjustment of the future rate
of interest on his mortgage in those two classes T have mentioned to five
per cent per annum, and an adjustment in the length of the term of the
mortgage.

Mr. Dunning stated in so many words that the 80 per cent clause is one
of the principles of the bill. Now, Mr. Chairman, I submit this amendment is
entirely out of order.

Mr. DonNELLY: Question.

Hon. Mr. Duxxixa: There is no amendment before the committee at the
present time as T understand it.

Mr. Tucker: Yes. Mr. Hill moved an amendment. :

Mr. CLeaver: Mr. Hill has moved the amendment, Mr. Chairman, and I
rise to support his amendment. I do not think that this bill was referred to this
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committee with our hands tied and that we can do nothing to it. I think the work

of the committee would be absolutely futile if we could not amend any clause
of the bill in accordance with the wishes of the majority of this committee.
Now, I think it is fairly accurate when I state that as to the mortgages in the
western provinces practically all of them are held by companies. As to the
mortgages in Ontario, Quebec, and the maritime provinces, all of them are held
by individual mortgagees or—

Mr. DonneLLy: That is not correct.

Mr. CLeaver: —or by loaning provincial institutions.

Hon. Mr. Dun~inG: There are $240 million held by institutions in Ontario.

Mr. CLeaver: On farm mortgages?

Hon. Mr. Dun~NixNg: All mortgages.

Mr. Cueaver: I am referring to farm mortgages. I believe I am practically
correct when I say that all of the farm mortgages in Ontario and Quebec are
held either by individual investors or by provincial institutions. Now, Mr.
Chairman, it has been indicated to this committee and quite properly so, that
as to the provincial loaning institutions this Act is not to apply; it has also
been indicated to the committee that it could not apply as to the private
mortgagor. Well, that being so, it would appear to me obvious as to why the
pressure comes from the section that it does come from with respect to the 80
per cent. I do not think that it is fair that relief should be denied to mortgagors
and to mortgagees of Ontario and that Ontario, Quebec and the maritimes should
be asked to contribute to the 80 per cent subsidy which the dominion government
is prepared to give under this Act.

The Cuamrman: It is 6 o’clock, gentlemen; shall we adjourn until
to-morrow morning at 11.15.

The committee adjourned to meet Wednesday, May 31, at 11.15 a.m.
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APPENDIX

MEMBERSHIP OF THE DOMINION MORTGAGE AND
INVESTMENTS ASSOCIATION

1939

Loan CoMPANIES—(12)

Name of Corporation Head Office
Canada Permanent Mortgage Corporation........cievesiessecescscasss :.. Toronto
Central Canada Loan and Savings Company.....c.cvevieenssneeessnscssnns Toronto
Oredit Fonecier Franco-Canadient. . ;. . i s st bl v s asiasbis otuibs ols b oiasls ale biado'a Montreal
Guelph & Ontario Investment & Savings Society....covvoviiiierncennvncanes Guelph
Huaron.endiErie Mortgage Corporabion | oy iiiies = smrae it i i sie szt cogislas London, Ont.
Lambton Loan and Investment COmMPANY.: ./ oire oo oiaiein e v s ssies e s Sarnia
Tanded-Banking-atid Tioan: Company. -t il $ Sanhieh ik tniahs sivsiaes 45 Hamilton
Montreal City. & District, Bavings Bank ;b il i at e s olohinfetisis seid i e tiulss v Montreal
Mortzare sCompany of Canmdas, <o ase s s sy iesss s tione ¢ etk s ais aiats ¢ omios o s ‘Winnipeg
Netherlands Investment Company..... .. Winnipe
Ontario Loan and Debenture Company... .. London, Ont.
"rust-and Toan Company of Canada i, «obi s ensasls hisics o sleiainsisive Montreal

TruST COMPANIES— (14)

Name of Corporation Head Office
British Mortgage & Trust Corporation of Ontario........oceevesnsvsionss Stratford
Canada Permanent {Trust (QomMpany . vi<:  5es s vieimes oie Orn s ris oins sin b esias s Toronto
Canada-Trust ComMPBRY L5 ot caiion oo b sibhe s s s e oo tleaTioloa st s e st s s o8 London
Capital Trust Corporation . smk i vl s <k il s ot abyle miie s’ £ S o ki aosd Ottawa
Guaranty "Trust Company OFcCanadn s oot b sars sis ssits s iarahie ek g ANE O ER Windsor
London & Western Trusts Company Limited........cccviiiiiiiieneannnns London
National Trust Company, Timited r st e ol skt taiais e el Rt A Toronto
Oaler: & Nanfor Trust (COmDAnIE: 152t s oh 15 o8 Sirsh 3s b v SR Cr i 7 e s eiohad ‘Winnipeg
Royal Trust Company lTRe) s tile st Feie s m et s sleliuts 3 are afasis & siatiis oateivis s s Montreal
Btorling - TrUsls oD OTal 0N, &t s St thts o s A o e s e s e U ok 6 a0t e 4,8 Toronto
Toronto General Trusts Corporation... Toronto
Trusts & Guarantee Company, Limited .. Toronto
Victoria Trust & Savings Company,..... .. Lindsay
Waterloo Trust & Savings Company . i im v oo hiai s s hEs vi's siteiarets b 4 Kitchener

INSURANCE COMPANIES— (24)

Name of Corporation Head Office
Toronto Mutual Life Insurance CompPany s c il oy e gisenive o ssolaion s o Toronto
Canada Life Assurance Company..... Feptrn B s m il S A e o I e Toronto
Confederation: Life ABSOCIALION: i%ic. s sesisisiaiots BRI b ol s visde ol o atore-aslbies s s Toronto
Continental Life Imbnrance, Company. i . 5 aiiis . toilil, Sotdsie tie s sainata ta o'aiit Toronto
Crovwn Life Insurance ComDany.. o« iitvims e vt siame st sialose i sl bloaaioad s Toronto
Dominion Life Assurance oM DAy ailea i asie s ssbss o oo sisle bisne sarsios salasieaisiss Waterloo
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MINUTES OF PROCEEDINGS

WepNEspAY, May 31st, 1939.

The Standing Committee on Banking and Commerce met at 11.15 a.m.,
the Chairman, Mr. Moore, presiding.

Members present: Messrs. Baker, Cahan, Clark (York-Sunbury), Cleaver,
Coldwell, Deachman, Donnelly, Dubuc, Dunmng, Fontaine, Hill, Jaques, Kinley,
Kirk, Lacroix (Beauce), Macdonald (Brantford City), Moore, Perley, Ross (St.
Paul’s) Stevens, Taylor (Nanaimo), Thorson, Tucker Vien, Ward, White.

In attendance: Dr. C. W. Clark, Deputy Minister of Finance, Mr. D. M.
Johnson, Solicitor to the Treasury, Dept of Finance, Mr. T. D’Arcy Leonard,
Ky General Counsel for The Dominion Mortgage 'and Investments Assoma-
tion, and representatives of various Mortgage, Loan, Trust and Insurance Com-

panies.

The Committee resumed consideration of Bill No. 132, An Act to Incor-
porate the Central Mortgage Bank.

On the point of order raised by Mr. Tucker at the previous sitting with
respect to Mr. Hill’s motion to amend paragraph (d) of section 16, the Chair-

“man ruled Mr. Hill’s motion in order.

Mr. Hill’s motion being put, namely “ that the eighty per cent adjustment
mentioned in line 3 on page 6 be raised to one hundred per cent,” it was nega-
tived, and paragraph (d) was adopted.

Paragraph (e) carried.

Mr. Dunning moved that sub-paragraph (i) of paragraph (f) be struck out
and the following substituted therefor: “ Each mortgage on a farm in Canada
shall be adjusted to provide that the.rate of interest shall not exceed an effec-
tive rate of five per centum per annum,”

Amendment carried.
Sub-paragraphs (ii) and (iii) of paragraph (f) carried.
At 1 o’clock the Committee adjourned until 4 p.m.

AFTERNOON SITTING

The Committee resumed at 4 o’clock.

Members present: Messrs, Baker, Cahan, Clark (York-Sunbury), Cleaver,
Coldwell, Deachman, Donnelly, Dubue, Dunning, Euler, Hill, Ilsley, Jaques,
Kinley, Kirk, Lacroix (Beauce), Landeryou, Macdonald (Brantford City),
Maybank, Moore, Plaxton, Ross (St. Paul’s), Stevens, Taylor (Nanaimo),
Thorson, Tucker, Ward, White.

Mr. Leonard was recalled for a statement and further examination.

The Committee resumed consideration of section 16, sub-paragraph (i) of
paragraph (g).
79897—13
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out and the following substituted therefor: “Each mortgage on a non-farm
home in Canada shall be adjusted to provide that the rate of interest shall not
exceed an effective rate of five and one-half per centum per annum.”

Amendment carried.
Sub-paragraphs (ii) and (iii) of paragraph (g) carried.

Moved by Mr. Dunning that paragraph (k) be struck out and the following
substituted therefor: “ The member company shall not charge an effective rate
of interest on mortgages on farms in Canada and non-farm homes in Canada
entered into after the date of the membership agreement where the moneys used
in making such mortgages are obtained through the Central Mortgage Bank
or on renewals of mortgages adjusted pursuant to the provisions of the mem-
bership agreement, in excess of the rate determined by the Central Mortgage
Bank in pursuance of this Aet and in effect at the time such mortgages or
renewals of mortgages are entered into.”

Amendment carried.

Moved by Mr. Dunning that paragraph (i) be deleted and the following
substituted therefor:

“The member company shall not impose charges or penalties in
respect of mortgages on farms in Canada and non-farm homes in Canada
entered into after the date of the membership agreement where the moneys
used in making such mortgages are obtained through the Central Mortgage
Bank or on renewals of mortgages adjusted pursuant to the provisions of
the membership agreement in excess of those approved by the Central
Mortgage Bank.”

Amendment carried.
Paragraphs (j), (k) and (l) carried.

Moved by Mr. Dunning that paragraph (m) be amended by striking out
the words ““ paragraphs (n) and (o) of this section” in line 40 on page 7, and
substituting therefor the words “the next succeeding paragraph.”

Amendment carried.

Moved by Mr. Dunning that paragraph (n) be deleted and the subsequent
paragraphs of section 16 re-lettered.

Motion carried.
Paragraphs (o) and (p)—new paragraphs (n) and (o)—carried.

Moved by Mr. Dunning that paragraph (g)—new paragraph (p)—be
amended by adding thereto at the end thereof the following words: “after
appraisals have been made or accepted under the provisions of section 17 of
this Act; provided however that if any appraisal is revised under the provisions
of section 17 of this Act after any debentures have been delivered to the member
company the amount of the debentures shall be adjusted in accordance with the
revised appraisal”.

Moved by Mr. Stevens that paragraph (r)—new paragraph (q)—Dbe
amended by inserting after the word “company” in line 43 on page 8, the word
“its”.

Amendment carried.
Paragraph (s)—new paragraph (r)—sub-paragraphs (i) and (i) carried.

E
Moved by Mr. Dunning that sub-paragraph (i) of paragraph (g) be struck
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Moved by Mr. Dunning that sub-paragraph (iii) of paragraph (s)—new
paragraph (r)—be amended by deleting the words “and preferred stock” in
line 17 on page 9. )

Amendment carried, and paragraph (s)—new paragraph (r)—carried as
amended.

Section 17.—Moved by Mr. Dunning that subsection (1) of section 17 be
amended by adding thereto the following proviso: “Provided that the Central
Mortgage Bank may accept, subject to such further investigation as the Central
Mortgage Bank may decide to make, an appraisal agreed upon by the debtor
and the member company”.

Amendment carried.
Subsection (2) carried and section 17, as amended, carried.

Moved by Mr. Dunning that subsection (1) of section 18 be amended by
striking out the words “in accordance with the provisions of paragraph (q) of
section sixteen of this Act” in lines 6 and 7, and substituting therefor the words
“in respect of amounts written off pursuant to the provisions of a membership

agreement.” ;
Amendment carried.

Moved by Mr. Dunning that subsection (2) of section 18 be amended by
striking out the words ““ in accordance with the provisions of paragraph (g) of
section sixteen” in lines 19 and 20 and substituting therefor the words “in
respect of amounts written off pursuant to the provisions of any membership
agreement.”

Amendment carried.
Section 18 as amended and section 19 carried.

Moved by Mr. Dunning that subsection (1) of section 20 be struck out
and the following substituted therefor:—

The Central Mortgage Bank shall determine from time to time the
maximum rate of interest which may be charged by a member company
on mortgages on farms in Canada and non-farm homes in Canada
entered into after the date of the membership agreement where the
moneys used in making such mortgages are obtained through the Central
Mortgage Bank or on renewals of mortgages adjusted pursuant to the
provisions of any membership agreement and such rate shall take effect
on publication in the Canada Gazette.

Amendment carried and section 20 as amended carried.
Section 21 carried.

Moved by Mr. Dunning that paragraph (a) of subsection (1) of section 22
be amended by striking out the words “under the provisions of this Act” in
lines 20 and 21, and substituting therefor the words “ pursuant to the provisions
of the membership agreement.”

Amendment carried.

Moved by Mr. Dunning that paragraph (b) of subsection (1) of section
22 be deleted. N ;

Motion carried, and paragraph (c) carried.
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Moved by Mr. Dunning that paragraph (d) be amended by striking out the

words “and which are to be adjusted under this Act” in line 31.
Amendment carried.

Moved by Mr. Dunning that paragraph (e) be amended by striking out
the words “ and such other matters as it may deem desirable ” in line 34.

Amendment carried.
Subsection (2) of section 22 carried.

Moved by Mr. Dunning that sub-paragraph (i) of paragraph (a) of sub-
section (3) of section 22 be amended by striking out the word “charge” in
line 4 and substituting therefor the word “ mortgage.”

Amendment carried, and sub-paragraph (ii) carried.

Moved by Mr. Dunning that sub-paragraph (iii) of paragraph (a) of sub-
section (3) of section 22 be amended by inserting after the word “ shall”
in line 16, the words “ from the time the loan is made.”

Amendment carried.
Sub-paragraphs (iii) and (iv) carried.

Moved by Mr. Dunning that sub-paragraph (i) of paragraph (b) of sub-
section (3) of section 22 be amended by striking out the word “charge” in
line 38 and substituting therefor the word “ mortgage.”

Amendment carried.

Moved by Mr. Dunning that sub-paragraph (ii) of paragraph (b), sub-
section (3) of section 22 be amended by inserting after the word “shall” in
line 48, the words “ from the time the loan is made.”

Amendment carried.
Sub-paragraphs (iii) and (iv) carried and section 22, as amended, carried.
Section 23 to section 30, both inclusive, carried.

During the above consideration of the bill, Mr. Leonard was called and
questioned.

At 6 o’clock the Committee adjourned until to-morrow, Thursday, June 1,
at 11.15 a.m.

R. ARSENAULT,
Clerk of the Committee.




MINUTES OF EVIDENCE

House or CoMMONS,

Room 277.
May 31, 1939.

The Standing Committee on Banking and Commerce met at 11.15 am.
The Chairman, Mr. W. H. Moore, presided.

The CuamMman: Order. Discussion was on section 16, subsection (d).
Mr. Hill moved that the 80 per cent clause in that section be raised to 100
per cent. Mr. Tucker raised a point of order stating that we have no right what-
ever to pass an amendment which conflicts with one of the main principles of
the bill, as passed on second reading, and asked for a ruling of the chair as to
whether or not the amendment was in order. The chair rules that the amend-
ment is in order. Is it your desire to vote on the amendment?

Mr. MacponaLp: Before the amendment is voted on, may I say that it
occurs to me that there is no reason why the people of the dominion of Canada
should generally take a loss on a lot of poor investments that probably some
companies have entered into. We have at the present time in this dominion
the railway problem, and if my memory serves me correctly the government
of this country took over the railways, and in taking over the railways they
did not enter the market and buy them as a bankrupt concern. The ones they
took over they paid the bonds 100 per cent. These bonds to a large extent
were held by large financial corporations; and the great debt we have in Canada
to-day with regard to the railways is caused almost entirely by the interest
which we are paying on these bonds which were taken over 100 per cent, and
which should have been taken over at a fraetion of their value. If those bonds
had been taken over at their market value to-day my opinion is there would be
no deficit in the Canadian National Railways. Our deficit is running about
$50,000,000 a year, which is about the indebtedness on the bonds which were
taken over.

Hon. Mr. Stevexs: Mr. Macdonald, do not let us precipitate a discussion
0}111 the Canadian National Railways, because there is a sharp cleavage of opinion
there.

Mr. MacpoNaLp: I am not going into the Canadian National Railways;
I am merely pointing out here to the committee that fact. We have this terrific
debt to-day, which we are carrying, and now it is suggested we should go
further into debt.

Hon. Mr. Stevens: I do not agree with your reasoning and I do not want
it to go on the record as the accepted course of reasoning.

Mr. MacpoNaLp: The fact remains we have this indebtedness which the
Dominion of Canada is forced to pay and which the finance minister must
raise by way of taxation.

The bill proposes that the mortgages be reduced to 80 per cent of their
market value.

Hon. Mr. Dun~ing: No, of the value of the property.

Mr. MacponaLp: That the mortgages be revalued, or the property be
revalued and the principal to be fixed at 80 per cent of the revaluation. Tt is
further proposed by section (q) that the government pay half the loss that is
incurred by the reduction, which means when the mortgages are reduced to 80
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per cent of the value that there is a 20 per cent loss, that the companies bear
10 per cent of the loss and that the government bears 10 per cent of the loss.

Mr. Kinvey: More than that.

: Mr. MacpoxaLp: The mortgages to be revalued at 80 per cent of their
value.

Mr. Hiun: No.

Mr. MacponaLp: The company pays half the loss incurred and the govern-
ment pays half the loss incurred, that is what section (q) says.

Mr. Hizn: Mr. Macdonald, it is not 80 per cent of the value of the mort-
gage; it is 80 per cent of the value of the land, The mortgage may be based
on 200 per cent value of the land.

Mr. MacponaLp: The mortgage revalued at 80 per cent of the value of
the land, and that is to be the fixed principal from then on.

Mr. Viex: Of the then value of the land

Mr. MacpoNALD: Appraised.

Mr. Vien: So, as Mr. Hill says, it might be much more than 20 per cent.
If you have a mortgage of $100,000——

Hon. Mr. DunNinGg: No, not as big as that under this legislation.

Mr. Vien: Let us say $5,000. You have a mortgage of $5,000 and you—

Hon. Mr. Dun~inGg: And the property is worth $1,000.

Mr. Vien: The property was valued for the purpose of the mortgage
when made—Ilet us say the property was worth $8,000, and now by revaluation
you bring it to a fair value as appraised of $3,000. In that way you will find
that the mortgage will be reduced to 80 per cent of $3,000. Eighty per cent
would be $2,400, therefore your $5,000 mortgage may be reduced by $2,600,
which is more than 50 per cent of the face value of the mortgage. I am taking
an excessive case. I am not sure that there are not properties which were
valued some eight or ten years ago at $8,000 that could hardly be fairly
appraised at more than $2,400 or $2,500 to-day in certain parts of the country.
Therefore, if I read the section aright, Mr. Hill is right in saying that the reduc-
tion, of which the company and the country are each supposed to pay 50 per
cent, may be far in excess of the 20 per cent referred to.

Hon. Mr. Dux~iNGg: The two things are not relative at all. I mean to
say, the comparing of a given percentage. When you do that you are com-
paring things that are not comparable; that is all. You are quite right, Mr.
Vien. The reasoning of Mr. Macdonald is comparing things which are not
comparable, percentages with actualities. '

Mr. Viex: He stated the reduction would be more than 20 per cent.

Hon. Mr. Dux~inG: It would go far beyond that and it might not be as
much as that, and will not be anything in the great majority of cases.

Mr. MacponaLp: There is no doubt that it might be considerably more
than 20 per cent in certain cases, and, as the Minister of Finance says, it might
be less than that. But in any event, I cannot see why the people of Canada
generally should bear that loss. It is my opinion that this legislation would
be of no benefit to any workman in the city of Brantford, and I doubt if it will
be of any benefit to anyone in the city of Brantford. I think I can say gener-
ally that it will be of very little benefit to any working man in Eastern Canada,
and yet these working men are called upon to pay that part of this loss.

Mr. DoNNELLY: Are we here only to legislate for the city of Brantford?

Mr. MacponaLp: That is not a fair retort, because I am only directly
familiar with the city of Brantford. But I added that I am confident that
the legislation would be of no benefit to the working men of Eastern Canada.
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Hon. Mr. Dun~inNG: I can definitely contradict that.

Mr. Macponarp: That is as I see the act at the present time. There are
very few working men in homes which are valued to-day at a higher rate than
80 per cent of the market value for mortgage purposes.

Hon. Mr. DunnNiNG: I wish that were true.
Mr. Tucker: What is your authority for that?

Mr. MacponaLp: That is my opinion, judging by the city of Brantford.
I know in the city of Brantford that there are few working men’s homes on
which mortgage companies have mortgages and on which that mortgage is
more than 80 per cent of the value.

Mr. Tucker: You know that yourself?

Mr. MacpoNaLp: That is my opinion of the companies in the city of
Brantford, and I believe that is general in Eastern Canada. Now, if these mort-
gage companies are prepared to lose a certain amount of money they are pre-
pared to lose one-half of the loans which they take by revaluing the properties.
Tfha;:1 isk,) they must be prepared to do that or else they cannot become a member
of the bank.

Mr. Tucker: Do you suggest that there is any loss to a company to revalue
the mortgage down to the full 100 per cent of its face value? How in the world
can they collect any more than 100 per cent of the face value?

Mr. MacpoNaLp: Many a man has a judgment against him for the amount
he received on entering into a mortgage; and every mortgage, as Mr. Tucker
knows being a lawyer, has a covenant under which the mortgagor promises to
pay the face value of that mortgage. If he does not pay it he is sued on the
covenant and a judgment is given aganist him on the covenant, and all his assets
are liable for payment.

Mr. Tucker: Yes, but that should hardly go on the record as a bald state-
ment. You know as a lawyer that if you take foreclosure proceedings and take
the property and use it the debt is cancelled. And you know that as well as I do.

Mr. MacponaLp: I know that is not correct. I know that in a foreclosure
action, as my friend knows, you certainly get a judgment for the amount owing
under the mortgage.

Mr. Tucker: You know perfectly well that you cannot have both.

The CaAmRMAN: Order. Let Mr. Macdonald finish his statement, please.

Mr. MacponaLp: If the property is taken over by the mortgagee and sold
and there is a deficiency that mortgagee can sue.

My point was that if the mortgage companies are prepared to take this loss
why not change the amount from 80 per cent to 90 per cent.

Mr. KinLey: 100 per cent.

Mr. MacpoNaLp: Just one minute. I say 90 per cent because some members
of the committe have said that there must be some equity in the property left
after it is revalued. I recall that remark being made several times. If the value
of the mortgage were reduced to 90 per cent of its present value then there would
be an equity for the owner, and clause Q could be struck out altogether. The
companies would bear the loss and they could then get the benefit of this Act.

Hon. Mr. Dun~Ning: May I be permitted a question? Coming back to the
working men of Brantford who have mortgages on their homes and who you
say will not benefit, what rate of interest is the normal rate of interest on those
mortgages on working men’s homes in Brantford?

Mr. MacpoNaLp: The mortgages in Brantford on working men’s homes are
held almost entirely by individuals and not by companies, except companies
which have taken advantage of the—
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Hon. Mr. Dun~NiNG: National Housing Act.

Mr. MacponaLp: —National Housing Act, which is not included in this Act.
Therefore, I think it is a very—

Hon. Mr. Du~n~inG: But still they do pay interest even to individuals.
What is the rate of interest?

Mr. Macponarp: Well, the rate of interest to-day in Brantford, I suppose,
would be around 6 per cent.

Hon. Mr. Dux~NiNG: Thank you.
: Mr. MacponNaLp: And if this Act is going to reduce interest rates to private
lenders on mortgages to 5 per cent it would be a benefit to the working men but,
as I say, most mortgages in Brantford on working men’s homes are held by
private individuals and they will not be affected by this Act.

My suggestion would be that the words “80 per cent” be made “90 per cent”
and that clause Q be struck out of the Act.

The CrarmaN: There is an amendment now by Mr. Hill. Do you move
an amendment to the amendment?

Mr. MacpoNaLp: That is my suggestion.

Hon. Mr. Dunx~ine: I thought the gentlemen who favoured making 80 per
cent 100 per cent had pretty fully stated their views, and I thought perhaps I
might facilitate further discussion if I stated that I regard this provision as
vital to the successful operation of this adjustment, viewing Canada as a whole.
It is of no use talking to me about Brantford or Yorkton, or some other individual
place, because one could quote many other places in which the conditions are
such as to demand, nay, necessitate, an adjustment of this kind. Those are
situations which represent a real problem to the mortgage companies at this
moment because in the decline in values which have taken place there has been
a drifting of the lower class properties into slum conditions,

This is an effort co-operatively as between the government and the mort-
gage companies who become members to rehabilitate that situation by creating
an equity, and it is proposed that the state and the corporations should
share in the creation of the equity in order to stop that downward drift. One
needs only to go into many of our cities, into what might be called the poorer
quarters, to see the manner in which the drift is going on.

I think this provision most important. In faet, I think it is most important
in order to get the co-operation of the mortgage companies. I believe the
mortgage companies themselves—they cannot speak as a body—those who are
interested in the wide range of mortgage lending in Canada, will, I know, agree
with me that they themselves cannot meet the situation. They know that it
should be met, not merely in their own interests but in the interests of preventing
a further steady slipping in the social conditions of the areas affected.

That is all T desire to say. The committee can vote. The chairman has
ruled the motion is in order. That is his duty.

Mr. HizL: Would the minister give us an idea what this is going to cost
the Dominion of Canada?

Hon. Mr. Dun~ing: This provision?

Mr. Hrun: No, the whole bill.

Hon. Mr. Dux~ing: That, of course, Mr. Hill—

Mr. Hizn: Mr. Chairman—

Hon. Mr. Dun~ing: May I attempt to answer the question?

Mr. Hin: Yes.

Hon. Mr. DuxnNinGg: By pointing out that it obviously depends upon the
extent to which mortgage loaning companies become members. It depends
also in some measure on the extent to which provinces are willing to recognize
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these re-adjusted mortgages and to save them from the arbitrary effects of
existing moratoria legislation. Those are two factors which must be worked
out. ’

Mr. Viex: But in answer to Mr. Hill’s question, is not the government in
possession of certain information which would indicate to the committee the
amount of the pressing loans which have to be adjusted and which have
prompted the government to present this legislation? It seems to me that the
government, in presenting this legislation, must have had before it specific
facts which prompted them to put on the statute book such an extraordinary
piece of legislation. I must confess that in my opinion it is the most revolu-
tionary piece of legislation, if we talk in terms of orthodox finance.

Hon. Mr. Dux~ing: Yes; I am accused of being either a reactionary or a
radical. I do not mind either.

Mr. Vien: I do not believe that the minister will deny that this is a piece
of very radical legislation.

Hon. Mr. Dun~ing: I believe it so to be.

Mr. Viexn: In finance.

Hon. Mr. DunnNiNGg: Yes.

Mr. Viex: If it is a mistake to be orthodox in finance then there must be
a tremendous number of reasons to prompt the government to present this
legislation.

Hon. Mr. Dun~ing: The greatest possible reason, yes.

Mr. Viex: I have no doubt of that. Therefore, it seems a fair question,
as put by Mr. Hill, how much does the government visualize that the country
will have to face to meet the commitments involved in this bill?

Of course, we open the door pretty wide, and the minister is right when he
states that it is impossible to say to what extent the loan companies will take
advantage of the provisions of this bill. But there should be at least a state-
ment approximating the amount of the commitment which we know shall be
taken to meet the specific facts prompting the legislation. I do not know if
I have made myself clear.

Hon. Mr. DunNING: Yes,

Mr. Viex: Whilst I am on this subject, the minister stated that this is not
only to take care of certain loans in certain distant provinces of Canada, but
it is also destined to relieve the difficulties encountered by loan companies in
connection with the slums of our large cities where property values have
vanished considerably.

But what about large estates, as, for example, in Montreal? I know some
very large estates which have loaned hundreds of thousands of dollars on small
mortgages, $2,000, $3,000, $4,000 or $5,000, on each piece of property in districts
of the city of Montreal which are of the nature described by the Minister—
slums—in the southeasterly portion of the city where the values have gone down
On what ground will I be able to face the electors of Outremont when I go back
to Montreal? There are in Outremont, living a few doors from where I live,
directors of estates and directors of companies that have loaned money along
those lines for years Some of these estates have had all their assets invested
in that way for two or three generations and have seen these assets dwindle
away as a result of the depreciation and as a result of their inability to collect
the capital as well as the interest on these investments because of the Moratorium
Act passed by the various provinces.

In the province of Quebec, Mr. Chairman, under a Moratorium Act, if a
mortgagor has paid his interest, is not in arrears of his interest for more than
the current year and is not in arrears for more than two years outside of the
current year of municipal taxes, the mortgagee cannot institute any legal pro-
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ceedings to recover the amount of the mortgage. Here are estates which are
seriously embarrassed. How can I justify the government taking to the extent
of $200,000,000 of the public funds of Canada, to which these estates will be
contributors, to relieve two, three or four loan or trust companies?

Hon. Mr. Du~n~iNG: Mr. Vien, that is entirely wrong. No one expects for
i)ne moment that $200,000,000 will be involved in the adjustments of this legis-
ation. !

Mr. Vien: Is that not the maximum to be granted by the bank we are
creating?

Hon. Mr. Dun~inG: That is for the whole purpose of the Act. You are
speaking entirely of the adjustment feature and assuming that $200,000,000 will
be expended in adjustments. That is entirely wrong, and I dealt with that
yesterday.

Mr. Viex: Well, $200,000,000 will be at the disposal of the new bank for
the purposes of the operation of the Act?

Hon. Mr. DunninG: Yes.

Mr. Viex: Part of which will be in the form of a contribution by the govern-
ment to write off— :

Hon. Mr Dunninag: That is right.

Mr. Vien:—the reduction that is to take place.

Hon. Mr. Dun~NiNG: A small fraction of the total.

Mr. Viex: Will it be $5,000,000.

Hon. Mr. Dunninag: Oh, yes.

Mr. Viex: Will it be $10,000,000 or $15,000,000?

Hon. Mr. Dux~inG: Yes, I expect it to be more than that.

Mr. Viex: Will it be $40,000,000?

Hon. Mr. Duxnings Oh, well—

Mr. Vien: I say $15,000,000 and the minister tells me it will be more than
that. Let us say $20,000,000 or $25,000,000 to be within reasonable bounds
in our surmise.

Hon. Mr. Dun~iNG: It depends on the valuations, of course, and the number
of companies which come in.

Mr. Hir: From the information we have had it appears we might lose
$200,000,000.

Mr. Tucker: Mr. Chairman, we have carried the debate on the principle
of this bill in the house and we have—

Mr. Viex: Mr. Chairman, is there a point of order?

Mr. Tucker: We are getting close to the end of this session and I for one
object to this thing being debated over and over again as to whether this bill
is desirable or not.

We are discussing at the present time, Mr. Chairman, section 16, whether
80 per cent shall be replaced by 100 per cent. Mr. Vien'’s remarks are directed
to the question of whether we are justified in voting $200,000,000 for the purpose
of this bill. That has already been decided by the House of Commons and, so
far as I am concerned, I think the argument of Mr. Vien is out of order. If we
were at the beginning of the session with two or three months at our disposal
in which to discuss matters that have already been decided I would not raise
this point of order. But I do suggest that this discussion and the arguments that
are being advanced are directed to prove that the House of Commons when it
carried the second reading and approved the principle of applying $200,000,000
for the purpose of this Act was wrong. 1 submit that argument is out of order
in this committee at this time.
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The CrHAIRMAN: Proceed, Mr. Vien.

Mr. Viex: It is amusing, Mr. Chairman, to listen to Mr. Tucker raising
a point of order of this kind because both in the house and in this committee
he has used to a considerable extent the privileges of a member of this com-
mittee, and I recall the instances when the honourable the minister himself
was asking the chairman to curb his loquacity.

Mr. Tucker: I object to that. It is absolutely incorrect. I demand an
immediate withdrawal.

The Cuamrman: Order.

Mr. Tucker: I ask that the member withdraw, because that is not so.
I ask, Mr. Chairman, that you request the member to withdraw. That is
not so.

Mr. Vien: I cannot withdraw a statement of fact.

Mr. Tucker: The statement is not correct.

The CuairmaNn: Order. Proceed, Mr. Vien.

Mr. Viex: I was simply pointing out my difficulty in a city like Mont-
real. Some of the members have spoken of their electors; I could speak of
mine, I suppose, having in mind men in my riding who have loaned large
sums of money on mortgages in the administration of estates; then I, as a
member of the House of Commons, am supporting a piece of legislation which
comes to the assistance of two or three loan companies—

Hon. Mr. Dunning: No, no; that is not correct.

Mr. Vien: Well, then, what is the purpose?

Hon. Mr. Duxnying: Two or three is absurd.

Mr. Tucker: Do you want to sit here till July?

Mr. Viex: I am not telling a lie.

Mr. Tucker: I did not say “a lie.”

Mr. Doxnerny: He said “till July.”

Mr, Vien: The companies in their category are enumerated in section 16.
We come to the assistance of a class of people loaning money. There are
other classes of people who are in the same condition, labouring under the
same conditions, and they are to fare for themselves and to work out their
own salvation. T would like to have some reasonable explanation to give to
these people for what I consider an unfair and unjust discrimination between
two classes of money lenders, one being helped and the other being left alone.
My difficulty is considerable in that way. I feel if we enter into that sphere
of coming to the assistance of certain companies, I do not know how we can
close the door consistently to applications by other people who are in exactly
the same position. That is my difficulty. T would like to find a reasonable
explanation to give to my electors, and I believe speaking, I think, the mind
of quite a few members from the province of Quebec that a number of them
will find themselves in the same position.

Hon. Mr. Stevenxs: Mr. Chairman, I somewhat agree with Mr. Tucker
that we are getting a long way from the clause before us.

Mr. Tucker: Hear, hear.

Hon. Mr. Stevens: The discussion by Mr. Vien raises the whole question
of whether the legislation is good or bad. I do not wish to discuss that, but
the subject of the clause is whether it should be 80 per cent of the valuation
or 100 per cent which will be applied to these new mortgages. Again I postu-

late my observation on the assumption that the principle is approved by the
committee and by the house, and on that assumption I feel that the 80 per
cent valuation is essential to the carrying out of the idea of the legislation,
without debating for a moment whether the legislation is good or bad. And
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the reason, of course, is the one cited by the minister, that it is desirable to
have an equity over and above the amount of the mortgage of a property,
and for that reason I am favouring 80 per cent, and I particularly, of course,
do that because of the situation that is also more or less settled, that a com-
pany must bring both its farm and its urban mortgages into the picture. Per-
sonally, I will digress only to a very slight degree to say that had we seen fit
in the proceeding subsections to have separated the two, then there is an
argument that might be advanced and might change my views, but having
settled those points I, personally, think we should have the 80 per cent.

Mr. CoupweLL: Mr. Chairman, like Mr. Stevens I have some criticism of
the bill, but we have adopted the principle, and I believe that we should consider
whether or not it is wise for the person who holds the property to have an equity
in it or not. Now, the proposal before us is to wipe out the mortgagor’s equity
practically in the property. It gives him some relief, it is true. My own opin-
ion was and is that the reduction should have been on the basis of the proportional
interest in the property at the time the mortgage was made, and, perhaps, I
might have some criticism of compensating the companies for a bad appraisal
originally which, in many cases, I think, was the case. Nevertheless, we have
adopted the principle, and it seems to me that we must, of necessity, preserve
some equity in the property for the mortgagor, and I think we should discuss
this matter on that basis.

There are many other things that one could bring into a discussion of this
sort, but having adopted the principle I think we should stick to the main pro-
posal before us.

Mr. Jaques: Mr. Chairman, the views of the group I represent are that we
should support this bill as it is for want of, perhaps, something better or some-
thing more drastic. We believe it is a move in the right direction. Now, much
has been said of the east, and, personally, I know nothing of the east; but I
do know something about the west, and I take it the Minister of Finance, of
course, looks at the question from the national standpoint.

Hon. Mr. DunnNinG: I try to.

Mr. Jaques: Yes. 1 take it that he sees in the condition which exists
to-day nothing short of a national menace that the condition of many debtors
is hopeless, and that it is not in the national interest that those people shall be
deprived not only of their possessions but of their means of_ a livelihood. As .the
present Prime Minister has said, usury once in control will wreck any nation.
Therefore, we oppose this amendment, and are prepared to support the bill
as it 1s.

Mr. Hin: Mr. Chairman, in moving the amendment to increase the per-
centage to 100 per cent, I did so in the hope of saving the government some
small amount of money in what appears will be a tremendous loss., I thought
at the same time it would be fair to the property owner to have his property
written down to 100 per cent. Now, for the benefit of the committee, I think
they should have this information before them. Yesterday we heard of tbe
report on rural relief, and if you will turn to page 60 of that report you will
find where the Saskatchewan government reports its adjusted debt adjustments
in the province of $112 million, and it would appear from the details given that -
the loss was $60 million. This may give you some idea of the tremendous loss
the government may have to take. The report gives some typical adjustments
made by the Saskatchewan board on farm loans, and I will read some of them:—
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. Before adjustment After adjustment
Cul I o ST ath e T T RS e TN e ol o SRS e $ 7,714
LG e e B b B e Sl S e e i N s L 5212
1535 A b Ul E AR S e S S IR S R e s SIS A 7,800
S S T it oS R N I S s 6,936

B Ol A e oy o B S e 2,202
15247 R Rl e S LSl e s T e 6,426
e e e L G s SR A Ao T G e & Bl GO S 11,290
B N AL Ly o L B ) 1 11,086
TR A 3,869

The total is $148,000 adjusted down to $62,000 which is 45 per cent.

Hon. Mr. DunninG: That is already done. We cannot lose anything on this
legislation.

Mr. Hiun: No, but if we are going to deal with another four or five hundred
million dollars indebtedness we can easily lose $300 million.

Hon. Mr. Dux~inGg: The total assets of the companies represented here
were given on the first day of this committee’s proceedings at $580 million—
total mortgage assets.

Mr. HiLL: Yes, that was the amount.

Hon. Mr. Dun~ing: Can anybody conceive in the face of that, that it would
require $200 million to make the adjustments contemplated by this legislation?
Mr. HiLn: It would easily require 50 million or maybe $100 million.

Hon. Mr. Dunning: I do not agree.

Mr. Hiun: Suppose they wrote down $300,000,000, there is going to be
$160,000,000 loss.

Mr. Tucker: You will write off 50 per cent of their assets.

Mr. DonNELLY: The most of that adjustment has been for food to keep the
people alive. That has nothing to do with mortgages.

Mr. Hiwn: It deals with farm mortgages.

The CrarmaN: It is impossible to follow your conversation.

Hon. Mr. Stevens: I was saying that the percentage of the $580,000,000
was $380,000,000 or somewhere thereabouts for urban homes which are in
good standing.

Mr. Hicn: Will you say the loss would not be $50,000,000 on this?

Hon. Mr. Stevens: I would not say that.

Mr. Hizn: No, and no other man would.

~ Mr. Kintey: Mr. Chairman, as I look at this legislation it has three
principal features. First, there is the feature of adjustments with a cancellation
of interest, which to a degree has merit; secondly, there is the reduction of
interest, wages of money. I am all for that; thirdly, it provides cheaper money.
The country provides credit to companies for the purpose of carrying on mort-
gage business, and I think that also is desirable.

~ Now, also, with regard to the adjustment features. Coming from the prov-
ince of Nova Scotia, I do not think it would be very much good to the mari-
times. Whether Mr. Dunning is a radical or a reactionary, I do think so far
as I know him that he represents views of the sound people of this country,
and he is so regarded in the maritime provinces. However, on this occasion
I must put before the committee my impression with regard to this 80 per cent
clause. The property will be appraised. Just how it will be appraised, we do
not know. If it is appraised according to its assessed valuation in my prov-
ince it would be auction value; that is what you could get for it on a forced
sale. It is all very well to say that people are in difficulties and we think
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that the mortgage business should be put on its feet. I think it is all very well
for the country to bear the expense of balancing the books. That is to say,
that if a man has a farm or if he has an apartment house—mind you this now -
goes to the extent of $14,000 as a maximum—and we say to the trust companies,
if you want to adjust this matter in the interest of thée debtor and in the
interest of the mortgage company, we will go so far as to say that we will
relieve you of the excess burden of debt; we will reduce it to 100 per cent of the
value of the property that you own. Suppose you had a property and made a
settlement. It had a low valuation and you settled with the 20 per cent equity
in the property; you could immediately go out and sell it and could make money
out of this legislation. That is just exactly what will be done by the hangers-
on around the brokerage offices, those who are selling in a financial way. They
will get a list of such mortgages and they will be trading on this 20 per cent.
You will find in this country there will be a great deal of injustice done by this
trading. Then, there is another feature.

The need should be justification. It is for the needy, but suppose I am
a man with resources; I have a mortgage on my property. If the mortgage is
in any way a hazard, the mortgage company will say, now you give me a
guarantee bond, sign a guarantee bond for the mortgage. I sign the guarantee
bond. That means that I pledge my resources for the contract when it comes
due. By this legislation you relieve me of that mortgage bond and also are not
concerned about whether I can pay, and that is a serious feature of it,
because it is going to be used by a great many selfish people in this country
for the purpose of making profit.

Hon. Mr. Dun~inGg: Do you mean some form of collateral to the mortgage
when you speak of a mortgage bond?

Mr. Kinrey: I mean to say this. If I have a mortgage on my house—

.The CramrmaN: Covenant. 3

Mr. KiNLEY: —the company in Nova Scotia will say to me, if they think
the mortgage is not properly covered by what value is there, you sign a guar-
antee bond. Then I sign it, and become permanently liable for the debt.

Hon. Mr. Dun~ineg: What is the difference between that and the personal
covenant in the mortgage which exists in most provinces?

Hon. Mr. Canan: It is a legal entity. It may be sued on separately at any
time under any condition.

Hon. Mr. Dunx~inag: I see.

Hon. Mr. Caman: It is an absolute guarantee of the individual, and his
personal liability. He cannot escape it by foreclosure.

Hon. Mr. Du~nn~inGg: Not joined to the mortgage Separate action could
be taken.

Mr. KiNLey: Separate and apart. I am all for helping the man who
needs help in this country; suppose a man comes to me and he says, Mr.
Kinley, I am in debt. I say to him, how much do you owe? He may say,
for instance, $5,000, and I say, well I will pay the $5,000 for you and you will
be out of debt. He will say, I want a gift of another thousand before I will
be satisfied and able to do something. It seems to me that you are asking
the taxpayers of Canada to bonus the people who have not lived up to their
obligations in this country. I am not criticising the adjustment but the
bonus. You have many people or many cases where people could not live up
to their obligations; but I do say this, that the government should be very
careful not to do anything that will encourage people not to live up to their
obligations. When you come down to Nova Scotia I do not believe there are
many mortgages that represent more than 60 per cent of the value of the
property—that is the mortgages that come under this class of legislation.
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Hon. Mr. Duxxing: You do not believe there are many that exceed 60

per cent?

Mr. Kinuey: I do not believe that there are many that exceed 60 per cent.

Hon. Mr. Dun~iNG: Then, you have no problem.

Mr. KivLey: But the taxpayers of Nova Scotia must pay the shot for the
other people who have not lived up to their obligations, and you are going to
punish my people for their virtue. I do not want my people to be punished’
for their virtue.

Mr. CoupwrrL: For their good fortune.

Mr. KiNvey: No, for their virtue. There is such a thing as prodigality,
and prodigality always brings ruin.

Mr. Tucker: Surely, you do not condemn the whole people?

Mr. Kintey: No, I do not condemn the whole people, but Mr. Jaques says
usury in a country once in control brings ruin. I want to tell you—

Mr. Jaques: I did not say that; the Prime Minister said it.

Mr. Kincey: 1 do not care who said it; usury in control is a bad thing.
I was not criticising but commending the ‘statement but I wanted to add
this: I fear for this thing we call democracy. Democracy means self-
government. How long can people who cannot pay their bills and who cannot
maintain themselves govern themselves? They won’t do it; the history of the
world has not been that way. The history of the world has been that people
will govern or be governed.

Mr. Tucker: I think this is out of order, anyway.

Mr. Kinrey: No, it is in order. That depends on their virtue, and we
must maintain the standard; we must maintain the standard if we want to
preserve democracy. If the people lean on the governmment too heavily and if
they want a financial shepherd instead of a government, they will be reduced
to a condition that we find them in many countries; and democracy will fail.
It is not a soft thing; it is a hard thing, and it means effort and responsibility.

Hon. Mr. Duxning: I must raise a point of order. You have raised a
discussion here on democracy and government that will go on for hours.

Hon. Mr. Stevens: Is it 80 per cent or 100 per cent.

Mr. KinLey: You cannot bleed a turnip; you cannot take from a man
that which he has not got. So if under this adjustment proposition we say to
a man, we will reduce your mortgage to 100 per cent of the appraised value
of your property; that is, your propertly will be represented or will represent
the amount of the mortgage, then I think we are going a long way, because I
am told there are properties in Canada that will be valued for appraisal at
$2,500 when there is a mortgage for $8,000 or $10,000.

Mr. Warp: Why should they not have that adjusted?

Mr. KinLey: They should but not bonused. The reason is there is no
other way to do it; and adjustment is sensible, but what I object to is the
extra bonus that we are going to give to these people. You are going to allow
the trust company and the man with the mortgage to make a profit, but the
rest of the country must pay the debt and pay it in taxes. I think I represent
the views of the people of my part of the country. After all, economy is an
element in the public life of the country. I think it was Dickens who said, if
you spend a little less than you earn you have happiness; if you spend more
you have sorrow and trouble.

Hon. Mr. Dux~ing: I have a picture of Micawber in my room just to
exercise ‘a beneficial inspiration on me.

Mr. Viex: It did not succeed at this time.

79807—2
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Mr. KINLEY:

few minutes ago makes me think, because of the high regard I have for his

soundness in financial affairs—at the same time the 80 per cent is questionable.
Mr. Jaques: Orthodox.

Mr. KinLEy: No, radical; I am regarded as a radical in my part of the

country.

Mr. DonNELLY: Whoa there, back up.
Mr. Kintey: Mark you, this bill has many other features. I think the

' bill commends itself; it is splendid legislation but I think that this 20 per cent

feature— :

Mr. Warp: Don’t destroy it.

Mr. Kixuey: This 20 per cent is something that goes beyond what is fair
and right in the interests of the whole people of the country.

Hon. Mr. Stevens: Question?
The CHAIRMAN: It was moved by Mr. Hill—

Mr. MacponaLp: Before the question is put may I say this: yesterday I
said there was some argument going on at the time—that this legislation to be
effective must leave some equity in the property. I do still feel that the obliga-
tion should be 90 per cent and that the government should not take a loss. I
do think a small committee of probably 24 or 25 members should not decide
this very important question. The minister has said he feels it is vital to the
bill, and if it is, I do not think we should take it upon ourselves to decide the
fate of this bl The suggestion I gave of 90 per cent did not seem to meet
with much approval at the moment. I am leaving that with the minister with
the hope that something might be worked out along that line so that the people
of Canada will not be required to take a greater loss than they would otherwise
do. I am, therefore, going to vote against the amendment, in favour of the
clause at the present time, reserving, however, the right to give the matter more
consideration and to vote as I see fit when the matter is referred to the com-
mittee of the whole house.

In view of the fact we have only 24 or 25 members here, and in view of
the.minister’s statement that he considers the clause vital to the bill, I would
suggest that the amendment be withdrawn, but that all of us reserve our right
to vote as we see fit when the matter comes up in the house.

The CuamrMman: Mr. Hill, do you desire to withdraw the amendment?

Mr. Hin: No. '

The CHAIRMAN: It is moved by Mr. Hill that clause (d) of sub-clause (ii)
of section 16 be amended so that the words “ eighty per cent ” shall be changed
to read “ one hundred per cent.”

Mr. Vien: Did I understand the minister to say that if such an amend-
ment to the bill was carried, the bill would be not workable? Did I under-
stand that?

Hon. Mr. DunNING: In my opinion, with such an amendment the legisla-
tion would be stillborn.

Mr. KinLey: Would the minister go a little farther and give us some
cogent reason why he is of that opinion?

Mr. Vien: The view that I have from the discussion—I may be all wrong
and the minister might perhaps clarify our views—is that if the company took
a 50 per cent loss of the adjustment, without the government paying the balance,
by bringing it up to 90 per cent as suggested by Mr. Macdonald, or 100 per
cent as suggested by Mr. Hill, the bill would still be very efficient. If that were
done would not the bill still be very efficient to that extent?

Hon. Mr. Du~n~ing: Mr. Chairman, I do not desire to take the time of
the committee for a lengthy statement. I do not care much whether I am

I must say, Mr. Chairman, that what the minister said" a". §
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regarded as orthodox, reactionary, or radical. I am trying to deal with things
as they are across this country and in this connection I have been convinced
for some time that we have here a grave problem of national proportions; it
does not strike equally over the country. It is another of the matters which
illustrate what a difficult country this is to govern. The problem has been met
in other countries by various methods, none of which specifically commend
themselves to me, treated as a whole. But viewing the results secured—I do
not want to make invidious comparisons in that regard—it is quite apparent to
anyone who studies the situation from coast to coast, not only with reference
to the prairies, that we must try to rationalize our mortgage business.

Now, in facing that problem of rationalization, not this year or last year—
the subject, I may say, has been a hobby with me for more than twenty-five
years—] was a member of a Royal Commission which attempted to deal with
the condition twenty-five vears ago, resulting {rom conditions in a limited area

 similar to that which we now face on a more national scale. It is not a hurried

matter with me at all. Seeking to, as I put it, rationalize the whole business,
we are faced with the fact.that we are a country governed by a federal system;
that our powers here with respect to property and civil rights are nil; we have
none. Anything we do in connection with these particular questions which have
arisen in the last number of years, we have had to do by setting up machinery
for voluntary co-operation of the interested parties. I need not cite the incidents,
they are legion. May I suggest to Mr. Vien that the fact the need for, shall
1 say, persuasion of the provinces, persuasion of those who are not governed
in their relationship to their debtors by our legislation except in so far as our -
legislation is bankruptey in character. I have naturally tried in working it out
to work it out at the least cost to the federal treasury. To attempt to make
a guess as to what would be involved in the cost to the federal treasury of the
adjustment feature is a crazy thing for me to do, I know. But I will make one
stab at it, if you like. If all of the companies came in and all applied it across
Canada, my opinion is that the cost to the treasury of the adjustment features
of the bill, considered singly, spread over twenty years, as we have devised it
in the bill through the debentures of the mortgage bank, if given for 50 per cent
which the government would carry through the bank, would not in my judg-
ment exceed a figure of between $40,000,000 and $45,000,000 at the very outside.
Now, of course, do not please regard that as as a definite estimate. Obviously
the valuations, the appraisals which we will come to shortly, and which con-
stitute a very important feature of the bill, have a bearing upon that. I said
in the House of Commons this is very dear to me, the means of dealing nation-
ally with the mortgage situation by the aid of national credit. I believe we
are starting something in this legislation which will go forward and will tend
throughout the years to iron out the difficultics which have caused very great
trouble in the past.

I might say that I visualize, Mr. Vien, a possible re-creation of the old
building society under and by virtue of the features created by this bill. We
see as we pass along possibilities in that regard. I wvisualize too the creation
of types of co-operative mortgage institutions working under the provisions
of the refinancing sections of this bill. That is, if there is popular need of
them. Obviously, if those who are now in the business meet the need—

Mr. Viex: Is the machinery provided here?

Hon. Mr. Dun~ing: It is possible, yes. By and large T am quite sure
in my own mind, without being able to advance figures, that you will not get
the mortgage situation of this country on a reasoonable basis, a rational basis,
in the future unless you provide in the interests of the mortgagee as well as the
mortgagor that there will be an equity in the property after adjustment. I
realize the force of what Mr. Kinley says. One can imagine, I suppose, a man
getting an adjusted mortgage and then going out and selling the property and

7980724
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putting the 20 per cent in his pocket. I suggest that would, in the nature of
things, be a very rare possibility, a very rare possibility. But be that as it

may, I do not claim perfection in-this legislation; but I do claim that it repre-

sents the best that we can put forward under conditions as they are and under
the situation of this country.

The CramrmaN: Shall the amendment carry?

Hon. Mr. Caman: Mr. Chairman, I shall vote for the amendment, but I
vote for it simply as a partial relief from what I believe to be the mischievous
features of this legislation. . I think it is the most pernicious legislation ever
introduced to parliament in so far as it appropriates public moneys from the
federal treasury for the relief of those mortgagors who are able to pay their debts,
and that is the very large proportion of the mortgagors interested outside pos-
sibly the three provinces of the middle west, the three farm provines. There
I cannot say, I have to accept statements made by men who say they know. It
certainly means, and I believe in Ontario from the statistics so far as I have
been able to study them, it means that a large number of farmers and home
owners in the city will be relieved of their just and honest liabilities which they
assumed with open eyes, by appropriation from the federal treasury, while they,
by the use of the property and of other assets are still able to meet their
liabilities.

The minister says this is dealing with certain liabilities by national credit
and by assumption by the government of certain liabilities. You cannot stop

here if this bill passes into an act. You have all classes and conditions of

creditors in this country who regard themselves as equally entitled to readjust-
ment of their liabilities, and that readjustment cannot be denied if this bill is
put into force.

The CuARMAN: Those in favour of the amendment please say “aye”.

I declare the amendment lost.

Shall clause (d) of subseetion (ii) of section 16 be carried?

Mr. Hirn: Record the vote.

The CuamrMAN: It is not necessary to have it recorded, Mr. Hill.

Hon. Mr. Dun~ing: If they wish a recorded vote, there is a way of getting
i

The CaamrMan: Shall clause (d) carry?

Carried.

On section (e).

Carried.

Hon. Mr. Casan: On division.

The CrAlRMAN: On section (f).

Mr. Hiz: On section (f), I should like to ask the minister if there is any
reason, since we are voting through such radical legislation— —

Mr. Tucker: Liberal legislation.

Mr. HiLL: —any reason why the rate of interest on mortgages generally
should not be established by this bill? I would not say 5 per cent, but in cases
where they are using their own money, a maximum rate of interest, but setting
the spread between the rate of interest on government bonds and the maximum
rate should remain constant, the same as you are doing with the money which
you are loaning. If you will do that you will lend some relief at least to the
people east of the Great Lakes without which I do not think there will be much
relief given. If you did that, that would be a move in the right direction.

Hon. Mr. Dun~ing: Would you mind repeating that suggestion; I did not
get it.

Mr. Hiwn: I would suggest that the maximum rate of interest on mortgages,
where the money is supplied from other sources than the government, be estab-
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lished; that the rate should be established the same as this rate of 5 per cent by
a spread between the interest on government bonds and the maximum rate. You
have put here 2 per cent for money loaned by the government.

Hon. Mr. DuxNiNg: That is in a later clause; this deals only with the
adjusted mortgages.

Mr. Hmn: You have established a 5 per cent rate; why could you not
establish a 3 per cent rate instead of 2 on money used outside? That would give
some relief to people who are now paying 7, 8 and 9 per cent on mortgages,
because their credit was not so good. In many cases people have been unable
to pay their interest for a period of perhaps two years, and the mortgagee has
threatened either to foreclose or renew the mortgage at a higher rate of interest.
That has been done, I believe, in a number of cases.

Mr. Traorson: Would your idea be that we should leave the rate at 5 per
cent on the adjusted mortgage?

Mr. Hiun: Yes.

Mr. TaorsoN: And then in respect to all other mortgages fix a maximum
rate of say 1 per cent higher than the rate which is fixed by these adjusted
mortgages?

Mr. Hiun: That would be the point.

The CuAmRMAN: The minister has an amendment.

Mr. Tucker: I should like to see a section put into the bill providing for
that.

Hon. Mr. Dux~ing: There is a change in the language of (f). The amend-
ment is:—

That sub-paragraph (i) of paragraph (f) of section 16 of the bill
be struck out and the following substituted therefor:—
(f) (i) Each mortgage on a farm in Canada shall be adjusted
to provide that the rate of interest shall not exceed an effective rate
of five per centum per annum;—

I do not know the reason for this.
Hon. Mr. Camax: Will you give it to us again slowly?
Hon. Mr. Dun~inGg: Yes. (Reads)
Mr. KixLey: Why the word “effective”?
Hon. Mr. Dux~ing: I will ask Mr. Johnson to explain the reason for the
change in the wording.
Mr. Jounson: The subsection now reads:—
(1) The rate of interest on all adjusted mortgages on farms in
Canada shall not exceed an effective rate of five per centum per annum.

The question was raised that there might be mortgages where it would not be
necessary to write off any principal or any arrears of interest, so in that sense
it would not be an adjusted mortgage; but nevertheless we want to provide for
all mortgages on farms in Canada held by a member company, the rate shall
not exceed five per centum per annum.

Mr. KinLey: You say an effective rate. What do you mean? What do you
want the word “effective” for?

Mr. Jounson: As I understand it, you have a rate of 5 per cent per annum
which would be $5 a year paid at the end of the year; if you pay monthly or
quarterly there must be an adjustment.

Mr. Kinvey: While we are dealing with adjustments which appear in this
amendment, there is one feature that I think is very serious, and that is with
regard to the other assets and other property of a person who has a mortgage.
In connection with old age pension in all the provinces a man or woman has to
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put in a statement showing what he is worth or is earning. In order to qualify
he must show that his property is not in excess of what the Act says. I think
there should be some such provision in this Act, although the minister said it
would be a difficult thing to do. I cannot see that. Have a man declare that his
other resources are not sufficient to look after his obligations when he is adjust-
ing a mortgage. To my mind it is an important and serious matter having
an influence on the whole structure of our social and financial system.

it} Mr. CorpweLL: Having gone this distance, why not go all the way, and in-
stead of adjusting just the class of farms and homes which come under this
Act and under these companies in this way, why not make an effective rate of
interest for all farms in Canada at 5 per cent? If you are going simply to
it place the people who are dealing with the companies which come under this
( Act in that position, it seems to me that those who do not come under the Act
i should be entitled to consideration, and particularly those who are dealing
with private individuals. That, as I understand it, affects largely the people
| in eastern Canada. Now, it seems to me that if we are going to amend the

clause we should consider the whole matter. Personally, I think it should be
i 5, done. I think that is the weakness of this whole measure—that we only deal with
i a part of the mortgages and a part of the people, and we should have an effective
‘, >

rate for all.

Hon. Mr. Stevens: Mr. Coldwell your difficulty is that this bill—

Mr. KinLey: Mr. Chairman, I asked what I thought was a pertinent question,
and Mr. Coldwell interjected, and I do think my question was important enough
to merit an answer.

Hon. Mr. Dun~inG: I did not answer immediately, Mr. Kinley, because
that very matter was so fully debated yesterday; you are reviving again yes-
terday’s debate. It is on the record of yesterday—a very full discussion.

Mr. KinLey: The only answer I have heard was that it was too difficult and
expensive to do. t ’

Hon. Mr. Dun~ina: I believe that it would cost more to do it than it would
be worth to anybody.

Hon. Mr. Cauan: I submit it would cost nothing if each applicant was com-
pelled to make a declaration that he was not able to pay. )

Mr. DonnNeLLy: I agree with Mr. Coldwell’s point. I would like to see the
rate of interest on all mortgages brought down to 5 per cent; but whether we
did it or not, if we did bring down this rate of interest to 5 per cent as we do in 1
certain cases, would it not have a tendency to bring all other mortgages down
to somewhere in the neighbourhood of 5 per cent, and also to lower interest
rates to people needing it throughout the country, when we have cut down
our mortgages. !

Hon. Mr. Du~n~ing: If we arbitrarily reduced all interest rates to 5 per {
cent we thereby say that people in some sections of this country cannot borrow
money at all. ;

Mr. MacponaLp: I agree with the Minister of Finance. If we endeavour
to set an interest rate, say, at 5 per cent which is a maximum rate and which
anybody can charge for money—

Hon. Mr. DunNinG: Anywhere in Canada.

Mr. MacpoNaLp: Anywhere in Canada—I say the great mass of farmers
in Canada won’t be able to borrow a 5-cent piece.

Hon. Mr. Stevens: You cannot do it under this.

Hon. Mr. DunNiNGg: No.

Mr. MacpoNaLp: You cannot do it. If you want to injure the farmers of
Canada fix this rate.
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The CuamrMaN: Shall the paragraph of the bill as amended carry?

(Carried.) :
. Hon. Mr. Cauan: Before we carry that, I am not satisfied with the term

“ offective rate.” I do not know that the interpretation made by counsel—

Mr. TrorsoN: It can be amended under section 31.

Hon. Mr. Cauan: Oh, yes, the whole bill can be defined.

The CHAIRMAN: Subsection 2, shall it carry?

Hon. Mr. Dun~inNG: I have no amendment to subsection 2.

Mr. CoupweLL: What is the definition of the word “farm”?

Hon. Mr. Stevexs: It is defined in 31, or it is to be defined.

Hon. Mr. Dun~ing: We have a lot of work to do on that definition.

The CHamrMAN: Shall subsection 2 carry?

(Carried.)

Shall subsection 3 carry?

(Carried.) g

We come now to G-1.

Hon. Mr. Duxxing: Now, on G-1 I know there will be quite a little dis-
cussion, and I am quite prepared to listen to it. A number of members have

- spoken to me about this subsection, but I do hope the discussion will be confined

to this point. .

Mr. Trorson: Mr. Chairman, T am sure we all listened very attentively
to Mr. Leonard when he spoke on behalf of the fifty-one companies who are
associated in the organization which he represented, and I take it from his
statement that his organization generally was sympathetic towards the relief
on farm mortgages that is contemplated by this bill. Their attitude on the
subject of home mortgages—that is urban mortgages—was somewhat different.
Mr. Leonard expressed the view, as I understand it, that in the case of city
mortgages there would be heavy losses that the companies would have to take
in the reduced revenues that would result from the decreased rate of interest,
and it was suggested there should be a differentiation between various classes
of urban mortgages. When he was asked what differentiation he would suggest,
he indicated that you might exempt from the operation of the bill altogether
current mortgages and that you would apply the bill only to non-current
mortgages. It seems to me that such a differentiation would be an extremely
difficult differentiation to carry into effect and would create the feeling on the
part of the debtors that there was discrimination as between different classes
of debtors. Then, when they were discussing the exemptions yesterday, Mr.
Leonard indicated that although it was desirable to have cut-off dates and
certain mortgages exempted from the provisions of the bill, that that did not
meet the difficulties of the situation. Obviously, the success of this bill is going
to depend on whether companies execute membership agreements. That will
be the test as to whether the bill will work or whether it will not. If no sub-
stantial company comes into the scheme—if no company enters into a mem-
bership agreement, the bill is an abortive bill.

Hon. Mr. Cagan: It is a condition precedent.

Mr. TaorsoN: It is a condition precedent to the bill having any operative
effect at all that at least one large company will come into the scheme. If
only one large company comes into the scheme the operative effect of the bill
may be comparatively small, and it is highly desirable, I think, that we should
get as many companies coming into the scheme as possible so that the benefits
of the Act shall be spread as widely as possible. It does seem to me desirable
that there should be some differentiation, therefore, between farm mortgages
and city mortgages in the light of what Mr. Leonard has said, and in the light
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of whether any of the companies could afford to incur the great loss of revenue
that will be an annual affair. They will take their adjustments and they will
take their share of that loss, and if they have incurred an annual revenue loss
greater than they can stand well it will simply mean that no companies will
come under the Act. Now, it might be highly desirable to have a flat 5 per cent
rate all over Canada applicable to farm mortgages and city mortgages. That
would be highly desirable, and with the objective we are all seeking to attain—at
any rate those of us who are in favour of the principle of the bill—the question
I would like to ask Mr. Leonard to answer in a moment is: Would a differ-
entiation in the rate of interest—a small differentiation in the rate of interest
between farm mortgages and city mortgages bring a substantial number of
companies into the scheme? Now, I do not know whether Mr. Leonard can
speak for his member companies on this point or not, but I would like to hear
what lie has to say on that subject if it is not putting too great a task before
him. That is to say, farm mortgages at 5 per cent as we passed section 5;
then city mortgages, maximum rate, say, of 5} per cent with the idea of
making this legislation effective by bringing companies in: because if no com-
panies come in this will be an abortive measure.

T. D’Arcy LEONARD, recalled.

The WirNess: Mr. Chairman, Mr. Minister and members of the committee,
the question that Mr. Thorson raised is, of course, a most important one, and
I am not in a position at tlie moment to give a very definite answer, certainly
not an answer to everything. I could only give a rather definite impression or
opinion, and I would like, if T may, to think aloud on the point that has been
raised in the light of the submission I originally made to the committee.
Possibly, in the light of what I might say the committee may feel that I
might have an opportunity of conferring with the members of the companies
that are with me and, perhaps, be able to make a more definite statement after
the adjournment of the committee at noon. There have been some remarks
which I think might create a rather wrong impression as to the attitude of the
companies with respect to this bill. I think, probably, the record is clear, but
I might simply say that this bill as we view it is one which is being put
forward by the government and is being considered by parliament on a basis
of a need existing in so far as debtors are concerned. If it is not clear that in
as far as the association I represent is affected that there is no suggestion from
our standpoint that there is a need from the standpoint of life insurance, loan
or trust companies for this measure, I would like to make it clear that such is
our view—that there is no such need—and this legislation must be considered,
as I take it, from the standpoint the government has put forward, that there is
a situation with respect to debts which the government believes should be
dealt with from the standpoint of the debtor, and that in doing so there is put
upon the companies a position which the government is prepared to assist in,
so far as the companies cannot do so themselves. The plan, therefore, is a
voluntary entering into a membership agreement upon the basis suggested by
the government. ) :

Now, you in parliament having decided that there is that situation which
calls for this action—and that is the principle that you adopt—it then comes
to us on a pure question of whether or not we are in a position to comply with
the plan as outlined by the government; because, if not, then as Mr. Thorson
says, it would be abortive; and in examining that he definitely came to the
conclusion that the government plans in connection with the farm mortgage
situation were based on a situation that we agreed did exist, that there could
be no reasonable controversy when examined from a national standpoint that
there was a condition as to an industry of a general nature that merited some
general action in which we could play a part.

[Mr. T. D’Arcy Leonard, K.C.]
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But we did not see that that general situation applied in connection with
urban mortgages—certainly not in the same way as in connection with farm
mortgages—and in examining, therefore, into the urban mortgage situation
we were faced with two very definite facts: one was that there was a much
smaller proportion of cases that might be termed needy cases where a prob-
lem might exist calling for national action, and at the same time by reason of
the fact there was a very much larger proportion of cases of debtors able to
pay which under a general plan would mean to that extent they were receiving
a benefit, and at the expense of the companies, in so far as it was reflected in
those cases in the interest rate, and thereby the resources of the companies
would be depleted and they would be unable to come in under the plan par-
ticularly in so far as there was a real need. :

The two points, then, upon which the bill was almost insurmountable in
its difficulties and the complications with respect to urban mortgages, were,
first of all, the mechanics in the number of cases involved if all non-farm city
homes—if the mortgages on all non-farm homes had to be adjusted in accordance
with the bill, and secondly, the reduction in the annual revenue by reason of the
rate of interest on all those mortgages. Those two things made the bill, as I say,
present what appeared to us to be insurmountable difficulties, and in an
endeavour to overcome that and try to visualize what problem did exist the
suggestion was made that the problem might relate to non-current mortgages.

Now, Mr. Thorson raises the point whether or not the 5% per cent, or an
increase of a rate of interest to 53 per cent in the case of the cities would
overcome those difficulties, and in examining it it appears immediately on the
face of it that it certainly would greatly improve the probability in so far
as the effect on the companies revenues are concerned, and naturally one
would assume that that might make a very appreciable difference in the
volume of business that might come in through membership. It seems to me,
however, to leave still the second question as to the volume, as to the
mechanics of dealing with all the city accounts throughout the country, .and
as I have been just thinking this over it occurs to me that there might be
some way, perhaps, of meeting that, having in mind that if a rate were
fixed for 53 per cent it would mean that certain other features of the bill
might have to be either clarified or modified. I do not think, for example,
that it would be in the interests of the debtors, having in mind the trend of
interest rates, to set a long term for a 5 per cent interest rate, and it might
also be that it was not desirable to adjust the terms of payment in many cases,
and that for example, it could be left to the option of the debtor as to whether
he would just take the 5% per cent rate with no other alteration of his contract or
whether he could elect to say, “I prefer to have my contract adjusted in so far
as principle payments and terms are concerned,” I think in a great many cases
the farmer or the debtor would be quite satisfied to leave the other terms of his
contract the same.

By Hon. Mr. Cahan:

Q. Are you dealing with the farm loans or the city?—A. That was my mis-
take. I should have been dealing only with the debtor in the city. That
would be the only adjustment really that he would require or desire, and the
mechanics could be confined to the simple statement of a letter to him advis-
ingthim that pursuant to the terms of the bill his rate of interest was 5% per
cent.

By Mr. Thorson: ’ 1

Q. May I interrupt there? Your suggestion is that it should be made
voluntary to the debtor as to whether he would come in with the reduced rate
of interest, and his contract otherwise remain the same, or whether he will
come in under an amortization plan, letting him elect between the amortiza-
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tion plan and the present?—A. Yes. If I might modify your language, the
5% per cent, the maximum rate, would be applicable, and then he would elect,
having been given the 54 per cent, as to whether he wanted the other terms
of his contract altered—whether he was satisfied to continue on to the present
maturity date of the contract with his quarterly payment instead of monthly
payment, and without dealing with his own taxes, or whether he would like
to have it put on the amortization basis. I would suggest for your considera-
tion that if we consider a 54 per cent rate, that a ten-year period would be in
the interest of the debtor, it should be set before him that amortization was
on a longer basis, and if that is the suggestion that Mr., Thorson would like
me to consider I would be very glad to take that up with those I have here
to consult with with a view to seeing whether such an alternative could be
put forward in the same way in which I put forward the suggestion as to non-
current mortgages, as one which would in all probability increase appreciably
the probability of the bill being workable through the volume of mortgages
brought in.

Hon. Mr. Dun~inG: If T might be permitted to make a remark, it is now
nearly 1 o’clock, I would suggest that Mr. Leonard be given an opportunity
during the adjournment to consult with his people. However, before doing so
I would like to make just a brief statement regarding this suggestion. There
are obvious difficulties, pointed out yesterday by Mr. Leonard, and referred to
again this morning by Mr. Thorson. The one I mentioned yesterday in dis-
cussion is, from my point of view, very important. I visualize a company—not
any particular one—there are several who are in the class I now have in mind
who have a relatively small investment in the farm class of mortgages compared
with their investment in the class of urban mortgages which would fall within
the purview of this Act. Now, the government is most anxious that such a com-
pany should not feel itself debarred from co-operating by reason of the volume
of loss which it would be compelled to take on its urban properties in order to
be-able to co-operate with respect to what represented a smaller volume of assets,
and I have given some consideration since yesterday to Mr. Leonard’s suggestion
regarding non-current mortgages and, frankly, I cannot see my way through
that. But I would not oppose making the rate 53 per cent with respect to urban
mortgages for the reason that the amortization plan provided for here is prob-
ably a little more expensive to operate than in the case of farm mortgages where
it does not, of course, apply, and in addition the effective yield to the mortgage
company under the National Housing Act is, approximately, 53 per cent after
allowing for the dominion’s funds coming in at 3. So it would be in that regard
comparable.

Now, with regard to the other point raised by Mr. Leonard, objecting to
being forced to arrange for long term amortization of all urban mortgages, I
might call your attention to the proviso providing, that the Central Mortgage
Bank may specify categories of mortgages for which it may approve through
terms of payment. The object of putting in that proviso was to cover numerous
cases of this type, for instance, where a mortgage had only a relatively short
term to run and had been pretty largely reduced in amount, and it would be
rather absurd to compel the company to amortize that over twenty years. We
visualized also the possibility of the borrowers saying, “no, I do not want this
twenty-year amortization.” Now, we would do something to consider a category
involving that. So that the section as at present drafted means this, Mr. Leonard,
administratively, that you would offer to all mortgagors the terms of twenty
years except in cases such as I have mentioned of a short term yet to run. If
the borrower did not want it then he would fall within a category to be approved
by the Central Mortgage Bank under the proviso in this section. I do regard
that as desirable, and I think most of the loaning companies will now agree
with me, although I know they did not a while ago on the National Housing Act,

[Mr. T. D’Arcy Leonard, K.C.]
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that the twenty-year amortization principle of that Act together with the
monthly payments in the same form as rent, have created a much healthier
general condition with respect to that class of loans than exist in classes of loans
on which you hope to be able to meet a payment some day but you are not
meeting it regularly as a man who is in receipt of a relatively small income does.

That is all I need to say at the moment. I suggest that Mr. Leonard might
consult with his people.

Mr. Creaver: I would like to ask if the minister as well as the companies
would consider this suggestion during the adjournment: there is not the same
need in the urban field as there is in the rural field for a reduction in the prin-
cipal of the mortgage, and I would ask the minister to consider as to whether it
could be—whether a scheme could be devised under this Act whereby the prin-
cipal write-off in the urban field would be the excess over 100 per cent appraisal
as against the 80 per cent appraisal in the rural.

Hon. Mr. Dun~ing: We have already passed that section.

Mr. Tucker: I would like to make a suggestion to the committee to be con-
sidered during the adjournment: I suggest that the rate of interest on all charges
of land other than first mortgages should be reduced to, say, 4 per cent. Now,
I intend to bring that forward afterwards. ,

The committee adjourned to meet at 4 o’clock this day.

AFTERNOON SESSION

The committee resumed at 4 o’clock.

The CHAmRMAN: Order, gentlemen. Mr. Leonard, will you please come
forward?

P. D’Arcy LroxArp, recalled.

Hon. Mr. Dun~iNg: I think you might wait a minute. Mr. Leonard
would have to repeat this for Mr. Thorson’s benefit when he comes in.

The CaAlRMAN: All right, Mr. Leonard.

The Wirness: Mr. Chairman and members of the committee, in the recess
I have had the opportunity of considering with those of the companies that are
represented here the suggestion which was raised by Mr. Thorson as to whether
the difficulties in connection with the urban mortgages might be overcome, or
ta what extent they might be overcome by the suggestion as to the 51 per cent
interest rate on the urban mortgages coming within the terms of the bill. To
pick up the thread from where I left off, I had indicated the difficulties con-
sisting of, first of all, the impact of that reduction in the interest rates on such
a volume of mortgages in good standing particularly throughout Canada, and
Mr. Dunning himself has referred to the outstanding cases where that situation
will have a very important bearing; namely where companies have a compara-
tively small amount of farm mortgages in relation to their urban mortgages.
They might be enabled to come into a plan with relation to the farm mortgages
because of the losses involved in their revenue figure with the good city mort-
gages. I mentioned also the point that we would have to consider, the mechanics
involved in dealing with the tremendous number of city mortgages coming
within the terms of this bill. I did throw out the suggestion that the mechanics
might be greatly lightened to a point of possibility, if in dealing with these
accounts we considered the question of adjustment of interest rates only. The
accounts would be dealt with by agreement between—the suggestion I made
was, at the option of the debtor, and that it would only be where he elected
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that the other terms of the existing contract, such as the length of time the
contract should run, the question as to whether payments should be monthly or
at other times, would only come by way of the debtor electing to have the
terms altered.

Mr. Dunning pointed out the desirability of the monthly payment plan,
long-term amortization plan, and the success in connection with the Housing
Act, and on what he said with respect to the Housing Act I am in thorough
agreement, and as he indicated, I think that is the general opinion of the com-
panies. We did feel, however, that there is a difference in dealing with new
mortgages on new construction, and those that would come within the adjust-
ment plan of such mortgages contemplated by this bill. Referring now purely
to the question of those mortgages where no question of appraisal comes into
the picture, where they are under 80 per cent of value and where the only
question is whether or not the bill will contain a reduction in the rate of interest,
I think it will be evident to the members of the committee that the large pro-
portion of those mortgages will be mortgages in good standing, mortgages
probably that have been running for some years and mortgages in a great many
cases that run all the way from a comparatively small amount owing, all
through the picture up to the 80 per cent.

Apart from the question of interest rate, all the other terms of the contract
will in the very large percentage of the cases be quite satisfactory both to the
borrower and the company. In those cases it does not seem to be necessary
that there should be raised the question as to whether the payments should be
altered to a monthly basis and whether taxes should be paid monthly and
amortization period and so forth. I mention this again, and mention it par-
ticularly because in dealing with this matter I think you will appreciate that
there are some 30,000 odd of city mortgages. I am using just a rough figure
without being too definite about it. Taking that number of city mortgages that
might come within this plan in so far as our companies are concerned, if in
connection with all those mortgages the matter has to be gone into as to an
adjustment of the terms apart from the question of interest rates, here is a
mechanical problem,; and one that does not seem to be necessary from the
standpoint of the debtor.

Now, in making that point T do not know whether it is necessary to con-
sider the question of an amendment to the act, because there is now in the act
the power—

Hon. Mr. Cauan: You mean, amendment to this bill?

The Wirness: Amendment to this bill; excuse me, Mr. Cahan. There is
in this bill elsewhere a provision that the Central Mortgage Bank may set up
categories with respect to all classes of mortgages. The provision enacted by
the bill, a twenty year amortization period, will not be applicable. Some other
provision may be applicable to these classes, and it may be that the point that
I am making can be covered there. But one of the important matters, and one
of the matters upon which I am making the submission to you, is that the
companies feel that under any plans dealing with the city mortgages where the
debtor and the company are in agreement as to all other terms of the contract
and no question arises of appraisal or of a new contract by reason of there
being arrears of interest over two years, in all these cases where the company
and the debtor are agreed, it is not necessary to do anything further than to
lower the rate of interest as between the debtor and the company. Where they
are not in agreement, then the categories preseribed by the bank would be the
basis upon which the alteration in terms would apply.

After making that point, Mr. Chairman, and on that understanding, after
consultation with those whom I represent here, I can say that their feeling is
that the change in the interest rate on city mortgages to 5% per cent with the
provision that I have indicated as to mechanics, we feel it would go a very long

[Mr. T, D’Arcy Leonard, K.C.]
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way indeed to overcome the difficulties in connection with the urban mortgage
situation to a point where, from my discussion with them, I think that would
not prove an obstacle to a very considerable volume of business being repre-
sented by membership agreements. 1 zay that after consultation with com-
panies representing, I would say, approximately $250,000,000 out of the $380,-
000,000 or so involved, which 1 think, might be taken as a fairly representative
position. I think that is the position of the companies.

By Hon. Mr. Cahan:

Q. Mr. Leonard, it is difficult to hear. Are you suggesting $250,000,000
of urban mortgages?—A. Yes, Mr. Cahan.

Q. Would you be willing to state approximately the gross amount of urban
mortgages as compared with the gross amount of farm mortgages outstanding
in the business of the companies whom you represent?—A. The figures that
I gave the other day were approximately $380,000,000 of city mortgages and
approximately $200,000,000 of farm mortgages. Now, in coming to these
figures actually the idea was that they are a compilation of the figures of the
insurance companies in the Dominion blue book and of the registrar of loan
and trust corporations in Ontario and of the Dominion superintendent of loan
and trust companies. They are not the exact figures of our member companies
which I have not available. But while our association does not cover all these
companies, it does also contain some companies that do not come within those
organizations.

Q. That would cover approximately, in your opinion, the volume of the
companies to whom this bill will be applicable; that is, as prospective members?
—A. There will be other companies, of course, that I presume will be eligible
for membership which are not in this association nor do they come within the
Dominion and Ontario corporations or companies doing business in Ontario.

Hon. Mr. Dun~inGg: In giving these figures of urban mortgages, all com-
piled in the manner you speak of, the figure you give is larger than the sum
total of urban mortgages which would be affected by this bill because of the
limitations.

Hon. Mr. CasAN: Quite so.

By Hon. Mr. Dunning:

Q. Can you give us any guide on that?—A. You are quite right. All I
can give you on that is an estimate which we have been using ourselves and which
might be quite wrong, because there has not been the opportunity of checking
among companies since the bill was introduced. I think you will all appreciate
the percentage might vary as between say Vancouver, Montreal and Toronto,
as to urban homes under $7,000. The figure we have been using has been
roughly one-third of the city mortgages as coming within the classification of
non-farm homes under $7,000.

Q. That would be affected upward somewhat by the change we made with
respect to double houses?—A. 1 think that is correct, Mr. Dunning, and as to
the extent, I think the question of some other applications of the interpretation
of non-farm homes will have to be defined by regulation.

By Mr. Macdonald:
Q. That would be one-third of $380,000,0007—A. That is the figure we
have been using roughly, Mr. Macdonald.
Q. Roughly $127,000,0007—A. $130,000,000 was the figure we were using
roughly, yes.

: Q. You do not say all these loans would be affected by this act?—A. That
is an estimate of the non-farm homes.
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By Hon. Mr. Dunning:
Q. That could be affected?—A. That come within the terms of the bill.

By Mr. Hill:

Q. Is that based on $7,000 or $14,000?7—A. The figure we were using was
based on $7,000.

Q. That would be increased materially by the change we made yesterday?—
A. I doubt that it would be very much.

Q. There is a lot between $7,000 and $14,000?7—A. The increase is only
on the double-family house. I understand in Montreal there are some and
possibly in Toronto.

By Mr. Macdonald :

Q. You are not suggesting, Mr. Leonard, that this $127,000,000 in mortgages
represents the fair market value of these properties?—A. No, I have no estimate
as to how many would come in for adjustment under the appraisal feature;
that is to say, over 80 per cent of value. But you will appreciate that under
the terms of the bill the reduction in the interest rate applies to the whole
category of $130,000,000 and the point that is under discussion and that Mr.
Thorson suggested and the committee asked me to consider was, what would
be our viewpoint if instead of the rate, as to that $130,000,000 that we are
figuring as our figure, was set at 53 per cent instead of 5 per cent.

Q. What would you say would be the average rate on the $130,000,00?—A.
I am once again in the position where any answer might be inaccurate. I would
say roughly, over 6 per cent. I should think that it might vary from probably
5-90 to 6-10 per cent, somewhere in there.

By Mr. Clark:

Q. Is the Canada Permanent Mortgage Corporation one of your group?—
A. Yes.

Hon. Mr. DunnNiNG: I have an amendment here upon which I should like
to get the sense of the committee. I think the amendment involves a slight
alteration of language along the lines we used with respect to the non-farm
homes.

Hon. Mr. Stevens: (g) (1)?

Hon. Mr. DunninG: The amendment is as follows:—

That sub-paragraph (i) of paragraph (g) of section 16 of the bill
shall be struck out and the following substituted therefor:—
(g) (i) Each mortgage on a non-farm home in Canada shall be
adjusted to provide that the rate of interest shall not exceed an
effective rate of five and one-half per cent per annum.

The Cuamrman: Shall the subsection as amended carry?
Carried.
On section (g) (ii).
Carried.
On subsection (g) (iii).
Carried.
On subsection (h).
Mr. Tucker: In regard to (h), in view of the fact you are applying it only
to mortgages entered into before the 1st of January, 1936, I think we should

have an amendment there providing—in regard to the farm mortgages it does
not matter, because you are taking all mortgages up to the first of this year—

[Mr. T. D’Arcy Leonard, K.C.]
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but in regard to the others, in the case of mortgages entered into after that
date, some of them might bear interest at 7 per cent. They might bear interest
at 7 per cent from the 1st of January, 1936, and then they would be brought
down as of the date of entering into this agreement to 5% per cent. But there
would be a period there of three years during which they would bear a higher
rate, so it seems to me we should say: “the member company shall not charge
an effective rate of interest on mortgages or renewals thereof entered into after
the date of the membership agreement on farms in Canada or on non-farm
homes in Canada entered into after the 1st of January, 1936 . . . . .” In
other words they would get the benefit of the new adjustment.

Hon. Mr. Du~x~ing: I think, probably if you will listen to the amendment
which I am presenting now to carry out what I indicated earlier, changing ()
in order to provide that the interest control by the bank shall be effective with
respect to the moneys borrowed from the bank it will cover it. This is the place
where that amendment comes in, and it would read as follows:—

That paragraph (h) of section 16 of the said bill be struck out and
the following substituted therefor:—

(h) The member company shall not charge an effective rate of
interest on mortgages on farms in Canada and non-farm homes in
Canada entered into after the date of the membership agreement
where the moneys used in making such mortgages are obtained
through the Central Mortgage Bank or on renewals of mortgages
adjusted pursuant to the provisions of the membership agreement, in
excess of the rate determined by the Central Mortgage Bank in
pursuance of this Act and in effect at the time such martgages or
renewals of mortgages are entered into.

That would mean this, that the member company would be obligated in
renewing mortgages adjusted in accordance with the earlier provisions of this
act, to comply with the regulations of the bank. It would also be obligated to
comply with these regulations with respect to moneys which they secured from
the bank to advance on new mortgages, and of course, the effective date, dealing
with Mr. Tucker’s point first, is the date of the membership agreement itself.
I think that covers the point.

Mr. Tucker: That does not cover the point, Mr. Chairman, because for
example, a mortgage entered into on the 2nd January, 1936, may be at 7 per
cent interest. That will not be covered by this adjustment.

Hon. Mr. Dux~ing: That is an urban mortgage?

Mr. Tucker: That is an urban mortgage. Therefore, in regard to the rate
of interest which they shall bear, it seems to me that the rate of interest should
be written down even if you are not adjusting it.

Hon. Mr. Stevens: That would reverse the decision of yesterday.

Hon. Mr. DunNing: It would, I am afraid.

Mr. Tucker: I do not want to waste any time.

Section carried.

The CuAalRMAN: On section (7).

Hon. Mr. Dux~NiNGg: Now, section (7) has to be adjusted to deal with the
same matter. The amendment reads as follows:—

That paragraph (i) of section 16 of the bill be struck out and the
following substituted therefor:—

(z) The member company shall not impose charges or penalties
in respect of mortgages on farms in Canada and non-farm homes in
Canada entered into after the date of the membership agreement
where the moneys used in making such mortgages are obtained
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through the Central Mortgage Bank or on renewals of mortgages
adjusted pursuant to the provisions of the membership agreement in
excess of those approved by the Central Mortgage Bank.

Weuaé‘e not denying the possibility of charges but desire to have them con-
trolled.

Hon. Mr. Stevens: Approved by the Central Mortgage Bank,

Hon. Mr. Dux~inG: I may say with respect to section 16, it would be very
desirable after we get through with it, to arrange to have a mimeographed copy
of the whole of section 16 as we have amended it before the members of the
committee at the next sitting so there will be no question regarding the amended
verbiage.

Mr. Hrr: The way you have it amended now you are going to, have this
situation: you will have two neighbours right alongside each other in an urban
district borrowing from the same company. One would be paying 7 per cent
and the other 5 per cent. One fellow would say, why can’t I get 5 per cent?
The company will say, we are lending you our money. The reply will be, how
is the other fellow getting it? The answer will then be, we are loaning him
government money. We will then have the remark, that is all very well, but
why can’t I get a loan of this government money?

Hon. Mr. Dunx~inG: That is not the way it will work. Obviously when a
member company borrows from the central bank it will tend to want to use
those funds-in its most highly competitive field, where its rate level is lowest.
You can make up your mind that no company in the mortgage business is very
likely to be loaning to next door neighbours at different rates.of interest. I
think you have imagined something there.

The CuAaRMAN: Shall the section as amended carry?
Carried.

On Section (7).
Carried.

On section (k).
Mr. CorpweLL: Could we have an explanation of this?
The CuamrMaN: Which section?

Mr. CorpweLL: The whole of (k). To what provinces, in the view of the
minister, will this particular section apply?

Hon. Mr. Dux~inG: It may apply to all of them but one.

Mr. CoLpwerr: That is just the point.

Hon. Mr. Dun~Ning: We cannot tell without an examination of all the
various enactments—and their name is legion—at the present time across Can-
ada that affect the rights of mortgagees with respect to their contracts.

Now, we are not anxious from the standpoint of government policy to make
it impossible for a province to deal with the matter; rather the reverse, and
I would stress this point, that the provinces may and probably will act with
respect to mortgages adjusted under this legislation.

Mr. CorpwerL: Differentiate between the two.

Hon. Mr. Duxning: Such provinces as I have heard from quite informally
about the matter indicate that they would welcome the opportunity to get rid
of a great deal of their mortgage difficulties, which various types of morotoria
legislation have got them into. I admit at once it will require very careful
examination; but after all, is not the principle simple? Speaking of normal
times, a man enters into a contract; he understands that the ordinary courts of
the lay judge between him and his creditors. It is a matter of equity, the inter-
pretation of the contract under the law. Well, now, our natural desire will be

[Mr. T. D’Arcy Leonard, K.C.]
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in respect to these contracts which have to do with dominion credit, to have
that situation restored; and I am one of those who think it would be in the in-
terest of the debtor classes generally to have it restored. But I admit that it
cannot be restored unless it is preceded by a degree of adjustment which makes
it practicable.

Mr. Ross: What about subsequent legislation?

Hon. Mr. Dux~iNG: Ah, now, you are getting into difficulties there. There
you get into the field of high constitutional controversy. We may as well face it.
Let us assume a province passes legislation making possible the operation within
that province of this act under the terms of this section and that subsequently
a future legislature in the province repudiates the whole thing and it ceases—

Hon. Mr. Stevens: Then, those who operate under the act will simply stop
loaning there.

Hon. Mr. Dux~NinGg: There would be another possibility in view of the
interest of dominion taxpayers as a whole. I am inclined to think personally
that the power of disallowance would be very properly exercised if such action
were taken. it !

Hon. Mr. Stevens: Of course, I venture this that it would be most unwise
for us to suggest such a contingency because we do not know what the legislation
may be.

Hon. Mr. Dux~iNGg: Oh, yes.

Hon. Mr. Stevens: But I think that the ordinary economic laws would
operate as they have operated to a certain extent up to the present. If the
legislation was inimical to the general theory of philosophy of this legislation
then the tendency would be to withdraw from that field. I think we can leave
that future possibility to take care of itself.

Hon. Mr, Dunx~inGg: Oh, yes.

Mr. Ross (St. Paul’s): You may have legislation passed with respect to
member companies, and on the other hand what will the province do with
respect to the individual mortgagee? You have got a very difficult situation
there it seems to me.

Mr. MacponaLp: You are crossing too many bridges before they appear.

Mr. Ross: No, but we have this thing to think about at present. We have
a tremendous number of mortgagees and mortgagors that will not come undev
this adjustment at all.

Hon. Mr. Dux~ing: I am of opinion, Mr. Ross, that if we can re-estab-
lish what I might call normal contractual relations between a great group of
member companies and their borrowers, within a province, that the tendency
of the provincial legislation generally will be with respect to others not directly:
affected by the bill, to make provision releasing once more the normal flow
of credit.

Hon. Mr. Stevens: The tendency would be the other way—that is, in
favour of the independent debtors.

Hon. Mr. Dux~NinGg: Undoubtedly.

Mr. Ross: It might be very discriminatory there.

Hon. Mr. Dux~ing: I am afraid we canot control that here, Mr. Ross.

Mr. Jaques: What would be the effect of the legislation already in effect
in a province which might affect these companies?

Hon. Mr. Dun~inG: In nearly all provinces there is some legislation of
this character. ;

Mr. CoLpweLL: Legislation would be repealed in as far as—

Hon. Mr. Dun~NinG: Or declared not to be applicable to mortgages adjusted

under the terms of this Act.
79897—3
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Mr. Tucker: Any individual could refuse an adJus'omenrt and still have
‘the benefit of the debt adjustment legislation in his province. Under subsection
(1) the individual would have a choice.

Hon. Mr. Du~n~NiNGg: Yes. I would hope he would not do it. He would
be very foolish to do it, but he could.

Mr. CoLpweLL: The point is that the province is not compelled to repeal—

Hon. Mr. DunxiNG: No. We cannot say to a province what its legislation
shall be with respect to something in which we are not concerned, but to the
extent that we are concerned by the use of the Dominion credit we say to
them, “in order to get the use of a Dominion credit here is a condition.”

Hon. Mr. Stevens: In your territory.

Hon. Mr. Dux~inG: Yes, in your territory.

Mr. Jaques: If the province wanted to benefit it Would have to repeal—

Hon. Mr. Stevens: No, it would have to adapt its existing legislation to
this Act, excepting the borrowers under this Act from the application.

Mr. Jaques: Individual borrowers.

Hon. Mr. Stevens: As a class. There is no difficulty about it.

Mr. Jaques: You do not mean as it affects individuals, but classes.

Mr. CoupweLL: It affects individuals as well as classes.

Mr. Jaques: As it affects the class of debtor but not individuals.

Hon. Mr. DunNinG: Absolutely, the class of debtor being those individuals
who were indebted to member companies under this Act, and whose mortgages
are adjusted in accordance with the terms of this Act. Then the provincial
legislature, we hope, will say that their own restrictive provisions shall not
apply to those mortgages.

Mr. Jaques: It is much the same as the Farmers’ Creditors Arrangement
Act.

Hon. Mr. Dun~ing: I think, probably, a better illustration, having in mind
your own province, would be the Housing Act—no, the Farm Loan Board is
a better one. Your legislation declared that mortgages granted by the Cana-
dian Farm Loan Board should not be subject to the moratoria legislation of
your province.

Mr. Jaques: They were exempt.

Hon. Mr. DunNING: Yes, exempt.

The CuamrMAN: Shall the section carry? (Carried.)

Shall section (I) carry? (Carried.)

Mr. Tayror: What is the precise effect of the last portion of (I)? “or
that any other person whose consent to the adjustment of the mortgage is
necessary. . . .’ What is contemplated there?

Hon. Mr. Dun~NinGg: There are varied laws in various provinces in which
the wife is involved, and there are a number of such contingencies which it is
thought well to provide for. If you are prevented for any reason by the debtor
or by anyone who has authority with respect to the debtors from acting, then
the member company should not be compelled to make an adjustment.

Mr. TayrLor: Suppose such a consent is withheld to the detrlment of the
debtor?

Hon. Mr. Dun~NinG: I am afraid he would have to be the judge of that.

The CuamrMAN: Shall subsection (m) carry?

Hon. Mr. DunNiNGg: Now, there is an amendment to (m) consequent on
our having introduced the cut-off date earlier. It will invelve the dropping of
(n) and the amendment to (m) is as follows:—

[Mr. T. D’Arcy Leonard, K.C.]
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That paragraph (m) of section 16 of the bill be amended by striking
out the words “paragraphs (n) and (o) of this section” in line 40 on
page 7, and substituting therefore the words “the next succeeding para-
graph.”

The CuamMAN: Shall (m) as amended carry? (Carried.)

Hon. Mr. Duxning: I move that clause (n) be deleted.

The CuamMAN: Shall it carry? (Carried.)

The CuAmrMAN: Clause (o). Carried.)

Shall clause (p) carry? (Carried.) :

Shall clause (g) carry?

Mr. MacpoNaLp: Mr. Chairman, with regard to clause (g) I have some-
thing to say. This morning we were discussing section (d) and I suggested
that the words “80 per cent of the fair value of the property” be changed to
“90 per cent.” There was another suggestion which was by way of amend-
ment that the word “80" be changed to “ 100 per cent.” I did not support
the words “100 per cent” for the reason that if the words “100 per cent” went
in then the mortgagor would have no equity in the property, and in view of
section (q) the government would still be paying one-half of the loss by virtue
of adjusting the mortgage, that is any additional principal, arrears of interest
and other charges, so that if the words “100 per cent” had appeared in the sec-
tion, then the government would have been saved the 10 per cent, and the loan
company 10 per cent. Now, Mr. Chairman, I presume that the loan com-
panies are prepared to pay this 10 per cent. If they are not, of course, they
will not come into the arrangement. The bill as it at present stands is that
the amount of the mortgage will be reduced to 80 per cent of the fair market
value, and the government stands 10 per cent and the loan companies stand
10 per cent. As I said this morning, Mr. Chairman, I feel there should be
some equity left to the mortgagor, and T feel that the equity would be sufficient
if it were 10 per cent.

Hon. Mr. Caman: That expression is confusing to my mind. It is one-
half of the loss occasioned by the adjustment.

Hon. Mr. Dun~ing: = Yes.

Mr. MacponaLp: I was speaking more of the mortgagor’s position—the
man living on the farm. If this farm is revalued and the mortgage is fixed at
the full valuation he may not have an incentive to go on, but if he gets a 10
per cent reduction and the mortgage is fixed at 10 per cent less he has an equity
in the farm to start with. Now, I cannot see why the people of Canada
should pay an additional 10 per cent. I am quite satisfied—at least I am
not satisfied, but if the bill is going through I would suggest that all the
people of Canada should be required to pay would be 50 per cent of the loss
occasioned to the companies over and above the loss in principal above the
fair value together with loss in interest and taxes. The final result would be
that the farmer—I should not say the farmer because there are some city
mortgagors—but the mortgagor would have his mortgage at 90 per cent of
the value to-day which value must be the lowest value which that land will
have attained. That is my information. I feel we are at the depth when we
come to values of land to-day. If lands are to continue to go down in value
then this Act is of very little or no effect. Therefore, the owner has a mort-
gage on his land of 10 per cent of the value in the worst times so far as real
estate is concerned, and the loss which the ‘mortgage companies will face will
be no greater by my suggestion, because under the previous arrangement of
80 per cent—and I am just making this as a suggestion, Mr. Chairman,
because I feel the minister is here to receive suggestions and consider them

79807—3}
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if they are in the best interests of the country—under my suggestion the

mortgage money will bear no greater loss than if the value were fixed at 80

per cent, and the government, the people of Canada would have a saving

because they would not be called upon to pay that 10 per cent. All they
would be called upon—it would be very considerable—would be one-half of
the loss in principal over and above the fair market value, plus one-half the
loss of interest and other charges. Now, in my opinion that would save the
people of Canada anywhere from $7,000,000 to $15,000,000, and the people
who should pay it will be called upon to pay it—they are the owners; they

contracted the debt. If we can save the people of Canada anywhere from

$7,000,000 to $15,000,000 I feel we should do so. I still feel that my sug-
gestion is a good one and that the word “80” should be changed to “90,”
and in the section we are dealing with, section (g), that the section should
be amended by adding after the word “principal” in the fortieth line the
words “in excess of the fair value of the property as appraised under this
Act.” If T move that now, leaving the word “80” in the former section, it
will mean that mortgage companies will have to bear 20 per cent of the loss,
which I do not intend.

Hon. Mr. Dun~ing: You cannot amend a section that is already car-
ried, Mr. Macdonald, very well.

Mr. MacoonaLp: I feel that if it is right in the interests of the country
that the section should be amended, this committee has power to reconsider it.

Hon. Mr. Dun~ing: That is right.
Mr. MacpoNnaLp: We can reconsider this section.
Hon. Mr. Duxning: If you want to do that you can.

Mr. Macponarp: I do not know whether it is proper at this time, but
I would like to get the opinion of some others on the committee. If it is
proper I would move that subsection (d) of section 16 be reconsidered. I am
not moving that now until some other members of the committee express
their opinion on the suggestion I have made.

Hon. Mr. Dunning: I believe a motion for reconsideration is not debat-
able; that is, you cannot reconsider the section itself under the guise of a
motion to reconsider it; you must first settle whether you are going to recon-
sider 1t, and then the debate is in order.

Mr. Macpovawp: I did not move, Mr. Chairman, that the section be recon-
sidered at this time, but I intimated that at a future time, after there had been
some discussion, if I deemed it advisable and the committee did, I would
then make the necesssary motion; but I was looking for an expression of
opinion from some members of the committee in the meantime.

Hon. Mr. Du~x~iNG: I suggest that the discussion really must be confined
to (g) unless there is a motion for reconsideration adopted by the committee of
the section to which Mr. Macdonald refers.

Mr. MacpoNaLp: I am prepared to move it, and in moving it I want to
impress upon the committee that there will be no harm done to the mortgage
companies if this section is reconsidered, as they are paying their 10 per cent
anyway and it will save millions of dollars to the taxpayers of this country, and
I think the section should receive further consideration, and I will move that
the section—

Hon. Mr. Du~xNiNG: What section is that?

Mr. MacponaLp: Paragraph (d) of section 16, be reconsidered.

The CrAlRMAN: You have heard the motion; what is your pleasure, gentle-
men?

Hon. Mr. Stevens: It calls for a two-thirds majority.

(On a show of hands the chairman declared the motion lost.)
[Mr. T. D’Arcy Leonard, K.C.]
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Mr. Ross: May I ask the minister if he can tell me what proportion of
farm mortgages in Canada and what proportion of city mortgages in Canada
will be adjusted under this bill?

Hon. Mr. DuxniNg: I cannot answer that question. I must have a lot
more information. I must know how many companies are coming 1n.

Mr. Ross: Suppose all the companies come in?

Hon. Mr. Dux~inGg: This morning Mr. Leonard gave us some information
bearing upon that, and again this afternoon he referred to relative volumes
of urban and rural mortgages. It must be remembered too, Mr. Ross, that when
you say adjustment, the great bulk of adjustments will be in the rate of interest.
There will be some further adjustments with respect to interest arrears Iin
excess of two years, but that will not be universal by any means. There will
again be some adjustment in the limited field of the basis of value.

Hon. Mr. Canax: That will be very considerable, I should think.

Hon. Mr. Dux~iNGg: Do you think it will? I have an amendment on (g)
to facilitate the carrying out of the suggestions made by Mr. Leonard with
respect to the mechanics of appraisal, to permit settlements, to facilitate the
making of settlements in advance of the actual appraisal work. The amendment
would add to the end of (q) the following words: “After appraisals have been .
made or accepted under the provisions of section 17 of this Act; provided
however that if any appraisal is revised under the provisions of section 17 of
this Act after any debentures have been delivered to the member companies,
the amount of the debentures shall be adjusted in accordance with the revised
appraisal.”

When we come to 17 it will be necessary to make provision, and I am
amending this to fit into it as we go along.

Hon. Mr. Caran: It is really difficult to follow the wording, but this will
be reprinted.

Hon. Mr. DunNing: It was my intention to ask the committee to leave
section 16 standing this evening and by to-morrow morning we will have com-
plete mimeograph copies of the section as it will appear.

Hon. Mr. CauaN: You might allow in case there has been a misunder-
standing for reference to be made in the discussion to this proposed amendment?

Hon. Mr. Dun~inGg: I do not see how we can avoid it. I myself in that
respect rely on the committee itself. I think you are right quite right there.
We are anxious to have our intention clear—all of us—and I make the suggestion
regarding the mimeographed copies in order to make sure that is done.

Hon. Mr. Caman: It is excellent for our purposes.

Hon. Mr. Dun~NiNGg: I have another reason, which I will refer to now,
and that is that the Department of Justice is working with us on this matter
continuously in the light of all the suggestions, and this section of the bill as
a whole was gone over many imes by the Department of Justice both before
the bill was introduced and since, and they have suggested to us some purely
verbal changes which they think will improve the draftsmanship. The changes
are minor and are really not very consequential. For instance, in the opening
phrase the words are, “each membership agreement shall include provisions to
the following effect” and so on, and the Department of Justice suggests that
it would probably be preferable to make the opening phrase read as follows:
“Each membership agreement shall include provisions to the following effect.
namely, that.” I do not see much difference.

Hon. Mr. Canan: I think the more effective way would be to say, “each
membership agreement shall be deemed to include”.
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Hon. Mr. Dux~inG: The draft as it is here is in the way the Department
of Justice originally approved it. This suggestion I have is a slight change in
verbiage suggested by them, and there may be, as Mr. Cahan says, other
suggestions.

Hon. Mr. Stevens: If you strike out the semicolon in what you have just
read, it carries on in proper sequence in the present draft.

Hon. Mr. DunnNinG: I am referring to the section as an illustration for the
need of the mimeographing.

Hon. Mr. Stevens: The whole bill will be reprinted?

Hon. Mr. Dun~ing: I hope so, yes.

Hon. Mr. Caran: I suggest that in preparing the mimeographed copy, if
there are any verbal changes that the Department of Justice wish included, you
should include them.

* Hon. Mr. DunnNinG: That is my point. As a matter of fact, the slight one
which I just read and which you commented on is the only one, except that it
changes all the way through the word “shall” to “will”. I cannot see the force
of it myself, but I am not a constitutional lawyer or a draftsman.

Mr. MacpoNaLp: Since we appear to be talking generally about this Aect,

. may I ask for information, although what I have to say has no proper bearing

on this clause, how second mortgages are to be adjusted?

Hon. Mr. Du~nNiNG: This Act does not contemplate dealing with second
mortgages.

Mr. MacponaLp: The Act does not contemplate dealing with second mort-
gages? It improves the second mortgage position considerably, and the second
mortgage might then conceivably have a security almost as good as the first
mortgage, and he gets 100 per cent of his money. I do not see how it can be
otherwise.

Mr. TrorsoN: It cannot be helped.

Mr. MacponarLp: I say it is a second mortgage and is as good as the first,
and he is going to get the amount of his money back with the full interest on it.

Hon. Mr. Caman: It is clear that this does not annul second mortgages.

Hon. Mr. Dunn~ing: Oh, no.

The CHARMAN: Shall paragraph (q) carry as amended?

(Carried.)

Shall paragraph (r) carry?

Mr. CreAvER: Is it the intention that the central bank shall simply receive
as security the actual adjusted mortgage, or is it the intention that the central
bank shall receive these mortgages as securities plus the covenant of the loaning
company ?

Hon. Mr. DunNing: You can not have read (r). It makes it clear that
what the central bank buys from the member companies are bonds, debentures,
certificates or other evidences of indebtedness to an amount not exceeding the
total of the principal amounts of the mortgages.

Mr. Creaver: Yes, I read that, but I also know it is the practice now in
some provinces for companies to simply set aside a certain group of assets and
make those assets as the sole security for the repayments of the bonds without
grouping with it the personal covenant of the company.

Hon. Mr. DunniNG: The intention here is to make the evidence of indebted-
ness or debenture the general security of the company.

Hon. Mr. Stevens: There is one question I should like to ask the minister:
“Other evidences of indebtedness”; is not that too wide?

[Mr. T. D’Arcy Leonard, K.C.]
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Hon. Mr. Dun~iNg: It is rather a broad term. It was felt it was necessary
not to be too confining because of the great variety of the nature of the business
conducted—trust companies, for instance, and others.

Mr. Tucker: In order to protect the government in this matter a company
could give evidence supposing it had an indebtedness total of $10,000,000 it could
give those debentures to the government for $10,000,000 and it might get into
difficulties and have its mortgages attached and then the $10,000,000 which was
held by the government of the debenture would be worthless. It seems to me
there should be a provision in this clause that to the extent to which it holds
debentures of the company, the government should hold a first charge on the
equivalent amount of mortgages of the company as adjusted. In other words,
it should hold more than a promise to pay of the company; it should have some
security, and on the mortgages of the company as adjusted. It seems to me that
should be quite clear.

Mr. THORsON: Is it not the intention in the bill that the adjusted mortgages
shall be the security back of the bond issue?

Hon. Mr. Dux~inG: In general, yes.

Mr. THORsON: It does not say so.

Hon. Mr. Dux~ixa: That is because of the wide variety of the nature and
manner of doing business in various companies and in various parts of Canada.
Let me take a case in point: Here is a series of adjusted mortgages which are all
pledged with respect to some savings debentures which have not yet matured.
Now, the type of obligation the central bank would take in that case would
differ from the type of obligation taken in cases where no such prior security
existed. I hesitated a long time before leaving the latitude as wide as it is;
but in view of the variety of cases involving prior security already in exist-
ence which might prevent a company coming in at all and getting its mortgages
adjusted for, say, two or three years to come, I felt it well to draft our amend-
ment having regard to making the amount—

Mr. Tucker: There should be power though, Mr. Chairman, given to take
security satisfactory to the governor of the bank. There is no power even to
take security on the mortgages. There should be power given to take security
over these mortgages.

Mr. TaorsoN: Is not that really covered by the implication?  This is
what it says:

The Central Mortgage Bank may agree to buy, at face value, from
a member company bonds or debentures or certificates or other evidences
of indebtedness.

They state there the conditions, subject to which they will buy. One of them
may be that the bonds or debentures shall be secured by such securities as the
company may have, either adjusted mortgages or some other security.

Hon. Mr. Dux~ing: If you refer, Mr. Tucker, to section 22, you will see
power there. The section that we are now considering is merely permissive,
whereas section 22—

Hon. Mr. Caman: Will you please allow a suggestion in regard to the words
“other evidences of indebtedness”?

Hon. Mr. Dux~Ning: Certainly.

Hon. Mr. Cauan: This would include, would it not, the fully registered non-
transferable debentures of the Central Mortgage Bank which are to be delivered
to a member company under line 36 in the security on the same page, which
would permit the Central Mortgage Bank to buy back its security unless there
is other evidence—

Hon. Mr. Dun~NinG: It certainly is not so intended.
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Hon. Mr. Canan: The thing is so broad it would include that, I should
think.

Hon. Mr. Du~xNinGg: “Issued or to be issued by the same.” They must be
issued by the member company. That would eliminate that possibility, Mr.
Cahan.

Hon. Mr. Cauax: When they had to re-issue them? All they do is re-issue
them.

Hon. Mr. Dux~iNg: No, they cannot.

Hon. Mr. Stevens: What you really mean to say is “from the member
company in bonds or debentures.” 4

Hon. Mr. Dun~NinGg: When we say “to be issued by the same”, we mean
issued by the member company. The issuing body is—

Mr. MacponaLp: The company could give its note.
Hon. Mr. DunnNing: We won’t take it.

Hon. Mr. Canan: I think Mr. Stevens suggestion should be carried out;
it should be clearly indicated.

As suggested by Mr. Cahan or any of the draftsmen of the committee, I
believe they would catch the point and probably put it in better language than
I can; but obviously it is intended to limit the words “bonds, securities and
debentures” to the company.

Hon. Mr. DunnNinG: Yes.

Hon. Mr. Stevens: That is the borrowing body. I suggest it might be
covered by simply adding one word, “the central bank may agree to buy at face
value from a member company its bonds or debentures or certificates and so on”.

Hon. Mr. Du~x~NiNG: Just put in the word “its”. I do not see how we
could make it any worse.

Mr. Jounson: I would be afraid if a member company had bought out-
right bonds of the dominion government or some other government that some-
body may say that these are its bonds.

I?on. Mr. Stevens: You qualify that by subsequent words “issued by the
same.”

Mr. Jornson: You would leave that in too.

Hon. Mr. Stevens: Add the word “its”. That makes it perfectly clear.

Hon. Mr. DunxNinGg: I have no objection to putting in the word “its”.

Hon. Mr. CaHAN: As it reads at the present time it is “. . . or other
evidences of indebtedness issued or to be issued . . .’ I doubt if these words
“issued or te be issued by the same” apply to bonds or debentures unless you
have such an amendment as Mr. Stevens proposes.

Hon. Mr. Dun~inG: I agree to it immediately. The word “its” goes in there.
You check that, Mr. Johnson. Shall we say carried?

The CHAIRMAN: Shall the paragraph as amended carry? Carried.

Mr. THorsoN: May I ask whether any power is given to the bank to
take mortgages as collateral? Is that adequately covered?

Hon. Mr. Dun~inG: That is in section 22.

Mr. THorsoN: I ask it now because it may not be asked again.

Hon. Mr. Dux~ing: What we are now discussing is permissive; 22 deals
specifically with that point.

The CHAIRMAN: On section (s). Carried.

[Mr. T. D’Arcy Leonard, K.C.] 1
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On subsection (i). Carried.

On subsection (ii).

Hon. Mr. Cauax: In (s), if I may be permitted, Mr. Chairman, the
membership agreement may be cancelled by the member company. Is there
any where in these provisions clauses which indicate what will happen after
the membership agreement is cancelled?

Hon. Mr. Dux~ing: That is (i), (i1), (iii) that we are now considering.
The CHAIRMAN: Just turn over the page.

Hon. Mr. DunNiNG: These are the conditions of cancellation.

Hon. Mr. Stevens: First they give notice, ninety days.

Hon. Mr. Duxning: Then they pay back the debentures they have got
from us.

Hon. Mr. Stevexs: Surrenders to the mortgage bank all debentures.
The CuamrMaN: Subsection (i) (s). Carried.

On subsection (ii). Carried.

Mr. MacponaLp: I do not understand these sections. I think we should
have it explained if a company withdraws from the agreement what happens
to the mortgages that have been adjusted? :

Mr. Tucker: They are adjusted. They remain contracts between the com-
pany and its borrowers.

Hon. Mr. Dun~inGg: They are adjusted. What happens is this: if a member
company wishes to get out it must give notice, as provided for by (i), and it
must surrender to the bank the bank’s debentures which it holds, having received
them as a 50 per cent adjustment. They must surrender them less any pay-
ments by way of interest and amortization received from the bank prior to
withdrawal, and thirdly, they must buy back any debentures which the bank
has purchased from them, with respect to new loans, These are the conditions.

Hon. Mr. CauaN: Let me see. All registered non-transferable debentures
of the Central Mortgage Bank must be surrendered without compensation.

Hon. Mr. Dux~ing: Without compensation except to the extent of having
been already amortized.

Mr. Ross: Without any compensation at all?

Hon. Mr. Dun~iNGg: Yes.

Mr. Tucker: They have already been paid under the amortization.

Hon. Mr. Dux~iNGg: Yes, quite.

Hon. Mr. Stevens: They are as they were.

Hon. Mr. Casan: I doubt, with deference, as to whether under clause (ii)
the surrendering to the Central Mortgage Bank of all stocks, debentures,
received from the latter implies that they are to be surrendered without
compensation.

Hon. Mr. Dun~NinGg: It goes on to qualify, Mr. Cahan.

Hon. Mr. Canan: It says the member bank may retain any payments by
way of interest, etec.

Hon. Mr. DuxNiNG: Prior to the date of the first publication of notifica-
tion of intention to cancel.:

Hon. Mr. Canan: There may be an implication there, but it is not clear,
I do not think. !
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The CrarmaNn: Shall the paragraph carry?

Paragraph carried. :

Mr. MacponaLp: Before we come to section 17 let me ask another question
with regard to mortgages held by trust companies. As members of the com-
mittee know, trust companies act to a very large extent as executors of estates,
and the mortgages in an estate are then held by the trust company. They are
the holders of the mortgage. Now, are the mortgages in estates which trust
companies are administering included in this act?

Hon. Mr. DunNinGg: No.

The CHAIRMAN: On section 17.

Hon. Mr. Cauan: Please, Mr. Chairman. I should like to refer to clause
(iii) which says: “if the Central Mortgage Bank so requires, redeeming or
purchasing from the Central Mortgage Bank at face value, bonds, debentures,
certificates or other evidences of indebtedness and preferred stocks of the mem-
ber company theld by the central bank. . .” I dislike that idea.

Hon. Mr. Dun~NiNg: On that point, Mr. Cahan; I remember you men-
tioned in the house that point, and I have given consideration to it since. I am
of opinion that we ought to drop the preferred stock altogether. It comes into
the clause here because it is consequential on what is involved in 22. 1 agree
entirely that preférred stock should be left out. We were trying to widen the
kind of security we might take to the utmost but I do not like the idea of pre-
ferred stock.

Hon. Mr. Stevens: Hear, hear.

Hon. Mr. Dunnine: If you strike out the words
in line 17— :

Hon. Mr. Stevens: Then we will make the necessary amendment to the
main clause as we come to it.

Hon. Mr. Dun~ina: It just happens to be the case that it comes up here—

The CrAlRMAN: Shall paragraph (iii) of clause (s) as amended be carried?

Carried.

Hon. Mr. Dun~NinGg: Then, with regard to section 16 as a whole, it is
understood we will have before us the completed section 16 in mimeograph
form for general adoption. I hope the committee will not want to reopen that
discussion, when we get it in mimeograph form.

Hon. Mr. Casan: Except for purely verbal changes.

Hon. Mr. Dun~iNg: T am going to suggest to the Department of Justice
that any verbal changes will be included in the mimeographed form.

The CrHAlIRMAN: On section 17.

Hon. Mr. Dux~NiNGg: There is an amendment here, Mr. Chairman. The
amendment has to do with the appraisal question which we have already dis-
cussed fully, and it is intended to carry out what I think the committee agreed
was desirable. That is the provision for action in advance of the definitive
appraisal contemplated by the act, and it would involve adding this proviso to
subsection (1) of section 17. The section would then read as follows:—

That subsection (i) of section 17 of the bill be amended by adding
thereto the following proviso:

Provided that the Central Mortgage Bank may accept, subject
to such further investigation as the Central Mortgage Bank may
decide to make, an appraisal agreed upon by the debtor and the
member company.

113

and preferred stock ”

It leaves the whole of the appraisal provisions in full foree, but provides that an
initial step be taken.
[Mr. T. D’Arcy Leonard, K.C.]
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Mr. Ross: Would you read it again?
Hon. Mr. DuxnNinG: (Reads).

Mr. DoxneLLY: This section makes provision for an appeal by a member
company. Suppose the individual is not satisfied with the appraisal made by

the bank; has he any right to appeal at all?

Hon. Mr. Dux~ing: That comes in really under subsection (ii) of the
section. h

Hon. Mr. Caman: I should like to ask a question on subsection (i). Who
bears the expense of these many individual appraisals?

Hon. Mr. Dux~inG: It is in the second subsection.

Mr. Tucker: Mr. Chairman, the minister has just suggested that this is all
covered by subsection (ii). It is not covered by subsection (ii). There is
only a provision made for a member company appealing.

Hon. Mr. Dux~ing: I was answering Mr. Cahan. The question Mr. Cahan
asked is covered by (ii), I believe.

Mr. DoxNELLY: The question I raise is this: suppose a person has a mort-
gage on his farm. There is an appraisal made of that farm—

Hon. Mr. Dux~ine: Here is the way I look at that, doctor. Following this
amendment to subsection (i) the company endeavours to reach an agreement
with the debtor as to the appraisal. The debtor is not satisfied with the
company’s offer; the debtor therefore in effect appeals to the appraisal
provisions of this act, because he refuses to accept the initial offer made by the
creditor, and the machlnery as set up here means that it is our business to
watch the interests of the debtor. Frankly, I shrink away from any long-
drawn-out proceedings such as would be involved by the use of similar
machinery to the Farmers’ Creditors Arrangement Act.

Mr. DonneLLy: That is our trouble out there now.

Hon. Mr. Dun~inGg: You cannot make it work fast enough.

Mr. DoxnerLy: The appraisals are not worth anything.

Hon. Mr. Dun~ing: We provide here for the maximum arrangement of
agreement. If the debtor is not satisfied with the appraisal of the mortgage
company he appeals to the machinery set up by the act, and then the appraisal
machinery has one representative of the mortgage bank, one of the creditor
and one appointed by the two of them. I think we are covering—

Mr. Hizn: Governed by the majority.

Mr. DonneLLy: The debtor should have someone there.

Hon. Mr. Dux~inG: I do not know how you are going to do it. We have
tried under the Farmers’ Creditors Arrangement Act to give the debtors
representation. The government interest in the matter—

Hon. Mr. Cauax: He cannot be aggrieved in any circumstances,

Hon. Mr. Stevens: Anything that happens under this Act benefits the
debtor.

Hon. Mr. Du~xn~ing: Absolutely.

Hon. Mr. Stevens: That is the basis of the Act.

Hon. Mr. Dun~inG: Yes.

Hon. Mr. Stevens: If he is not satisfied he can refuse to consent and then
there is a further appraisal.

Mr. Crark: Mr. Chairman, in regard to appraisals T should like to inquire
whether there would be any special rule for an appraisal. 1 have had some

experience with farms and T was wondering what rule was going to be applied
with regard to appraisals. For instance, I know a farm, and it is quite possible
that there may be three appraisals, and the three of them put different prices on
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that farm. They may vary to the extent of $14,000. One appraiser may say
$7,000 is the value of the farm, another $14,000 is the value and another
$21,000. If the mortgage, for instance, was $7,000 or $10,000, it makes a very
great deal of difference. It would mean a very large loss possibly would have
to be written off. Then, with regard to a mortgage on a farm, the amount is
unlimited, I believe. Is that correct?

Hon. Mr. Du~x~iNnGg: What amount?

Mr. Crark: On a farm?

Hon. Mr. Dunninag: No.

Mr. Crark: It would be possible in a case of that kind for the mort-
gage to be, say, $15,000, and the farm to be valued at $7,000 or $8,000. There
would have to be a loss written off right there of around $8,000. I think these
are extraordinary conditions to incorporate in a law that extends throughout
Canada. I wonder if this, after all, is not more or less a sectional act? I can-
not conceive of it applying, for instance, to the maritime provinces effectively.
I believe it will apply to the west. I wonder if it is possible to have some plan
for the appraisals? What are the conditions going to be for the appraisals?
Are they to be governed by certain rules; how are their values to be arrived
at in the different parts of Canada? Would it be the same value for all prop-
erty? Even then you would have a difference of opinion with regard to it
Would it be in relation to the cost of the property or what would be the value
in that regard? Then, I have wondered if it is going to be possible for a mem-
ber company to buy up properties of non-member companies?

Hon. Mr. Dun~ing: Well, yes. I suppose a member company can buy
mortgages of non-member companies, but those paid up mortgages would not
qualify for the adjustment features of the act under the sections that we have
previously dealt with.

Mr. Crark: They would not apply?

Hon. Mr. Du~x~ing: No; because all mortgages of the member companies
have a certain date on which they will qualify. Obviously if they went out and
bought a lot subsequently they would not qualify.

Mr. Crark: It would be the same mortgage, but simply assigned to another
company. All assigned mortgages are not going to be affected by this act, are
they?

Hon. Mr. Du~n~iNG: An assigned mortgage owned by a member company on
the date of the membership agreement would belong to it; but it obviously
could not go out on a subsequent date and acquire more mortgages and bring
them in for adjustment.

Mr. Crark: They have two years in which to become members.

Hon. Mr. Dunx~ing: No, one year.

Mr. Crark: There may be a good many transactions between now and that
time.

Hon. Mr. DunNiNG: There may be, and to that extent, to the extent that
they are transactions within the year prior to their becoming members, then
any mortgage thus acquired would qualify.

Mr. Cruark: Would be adjusted?

The CHARMAN: Shall paragraph (i) of section 17 as amended carry?

Carried.

On subsection (ii).

Mr. CorpwerLL: Mr. Chairman, this is where we get the difficulty that the
Minister of Finance mentioned before. This section says: “ . . . each commit-
tee shall consist of three members, one appointed on the recommendation of the
member company, one appointed on the recommendation of the Central Mort-

[Mr. T. D’Arcy Leonard, K.C.]
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gage Bank and one appointed on the recommendation of the two members so
appointed”. Now, the weakness of that board as I see it is that it will
be predominantly governed by the viewpoint of what I consider the financial
end. As the minister said, there is a difficulty in getting some debtor represen-
tation. I should like to see, as a matter of fact, the government appoint the
third member rather than have these two parties. I would rather trust the govern-
ment to do it than—

Hon. Mr. Du~x~inG: If you are moving to approve the government, that
is quite a concession; I appreciate that.

Mr. CopwerL: I did not say this government, I said “the government”
whatever it might be, because I think the government may be more susceptible—

Hon. Mr. Camax: To public influence.

Mr. CopwerL: To the debtor interests than the two parties mentioned
in this act.

Mr. MacponaLp: The third is approved by the government.

Mr. CoupwiLL: No, I think it is removed from the government. I do not
think the government would take the responsibility for what the Central Mort-
gage Bank does in detail; as to general policy, yes. I think it would be better
to have the government appoint the third party. While I am on my feet may
I say this, because I do not want to be on my feet too much. I see a tremendous
amount of difficulty in making these appraisals. As Mr. Clark said, upon what
basis is the appraisal to be made?

Hon. Mr. DuxninGg: Of course——

Mr. CoLpweLL: I know in this committee naturally there are different
points of view because of the different types of communities that the members
represent. The problems are essentially different between the east and the west.
The members from the west do not appreciate the point of view of the east, and
the members from the east do not appreciate our point of view. But I think
this can be said: if we take the findings of the various committees that have
been established on the prairies to look into the value of farm lands on the
basis of net returns from these lands, the appraisals will have to be much
lower than anything that has been done in recent years.

Hon. Mr. Dun~ing: Obviously, Mr. Coldwell, no one can concede the prin-
ciple of making appraisals on the basis of net returns of land, say in Dr. Don-
nelly’s constituency over the past seven or eight years, because net returns over
that period would give no value.

Mr. CoLpweLL: Right.

Hon. Mr. Dun~ing: Therefore it is useless to speak of it on that basis.

Mr. CoupwerLL: I have before me a bulletin which has been used and
quoted. I examined it very very carefully. It is bulletin 64.

Hon. Mr. Dux~inGg: I am familiar with it.

Mr. CoupwerLL: The particular basis in that bulletin is the experience of
the years between 1910 and 1914, those five years, on the basis of No. 2 Northern
at 77 cents; and on the farm we find that the values according to productivity
returns are much lower than either the companies or the mortgagor has placed
upon their loans in the past.

Hon. Mr. Dun~ing: The weakness of that bulletin, of course, is that it
estimates nothing produced on that farm but wheat.

Mr. CorpwerL: Noj it gives returns of live stock and poultry and so forth.
It is not a great deal, I think $100 to $150 a year.

Hon. Mr. Dun~ing: It is a bulletin of the Department of Agriculture.

Mr. Corpwrrn: Yes, the College of Agriculture.

Hon. Mr. Dux~ing: Saskatoon?
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Mr. CoLpweLL: Farm Management Department, Saskatoon. And then,
in a recent book by Professor Britnell who advised the Saskatoon government
—I have it here—he says, that in spite of the adjustments that were made in
1936 and the years following that up to the end of 1938 the amount of debt
there is as great as it was in 1936; which would go to show, I think, the adjust-
ments that have been made, unless we are going to do something much more
drastic, have not been sufficient according to him to meet the needs of the
western agriculturist. I am very anxious to see on this board some representa-
tion other than that of the financial side or chosen by people who represent
the financial side. That is, I suggest it might be better to have a representative
appointed directly by the government itself.

Mr. DonNELLY: I refer to what has taken place in the province of Saskat-
chewan with regard to the appraising of land out there at the present time. I
might say that last winter the government of the province of Saskatchewan
selected some twelve or fifteen men from the different sections of the province
and sent them to the University of Saskatoon for a six weeks or a two months
course, training them in appraising land value. At the first of this month, or
the last of last month, they put them out in the country and gave them a three-
weeks or a two-weeks course on appraising land, and at the present time these
‘men are going all over the province of Saskatchewan and are appraising land
all over in every municipality.

Hon. Mr. Dun~ing: For assessment purposes.

Mr. Do~NNELLY: For assessment purposes. This will be done much the
same all over the province, so that we will have something to go by in our
values of land when it comes to adjusting mortgages and assessing land for
mortgage value. 1 can see that this will be of real value to us and we will
get something, I think, that will be universally much the same all over the
province. I know something, as Mr. Coldwell said, of the appraisals of land
that have been made under our Farmers’ Creditors Arrangement Act. The
valuations have been so varied and we get such reports, which are so much at
variance one with another, that in many cases their valuations have been of no
account to us at all. They have been too high. I can say this with regard to
my district. I know the Farmers’ Creditors Arrangement Act has set values in
the district of $15 to $20 per acre on land down there which you could buy
practically anywhere for $5 per acre at the present time. To set values of that
kind is absurd. It is ridiculous, that is all.

Mr. Tucker: In this case the farmer does not have to accept the appraisal.
The company has to, so there is quite a difference there in the position in regard
to it.

The Cuamrman: Shall paragraph (ii) carry?

Mr. THorsON: It seems to me it will be essential to provide for regulations
further defining—

Hon. Mr. Dun~inG: 31 does so provide.

Mr. THorsoN:—further defining what is a fair appraised value, and then
when we come to section 31 we may have to consider an amendment to it.

Hon. Mr. Du~n~ing: Amplifying that a bit.

Mr. THorsoN: Yes, because there is unquestionably a tendency throughout
Canada now towards uniformity in value of property. But the subject of the
value is perhaps the hardest subject that there is to define. Rental return is
becoming an increasing factor in determining the value, but it must not be
the sole factor; it is only one of the factors that enters into the value, and the
government may well lay down regulations in 31 defining the matters which
shall be taken into consideration in arriving at fair appraisal value.

[Mr. T. D’Arcy Leonard, K.C.]
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Hon. Mr. Duxning: We have something to guide us in that respect in con-
nection with the broad variety of conditions all over Canada. We have one or
two organizations of a national character, who have now had some years of
experience. I have in mind the Farm Loan Board which, of course, operates in
every province, and the Soldier Settlement Board which through its some-
what checkered history has had a very great burden of grief in connection with
appraisals.. Now, we have there a background of possible regulation which could
be made the guide, but I do submit, as Mr. Thorson recognizes, you cannot write
into this what shall be the basis of appraisal; it is not possible.

Mr. Wagp: I would like to ask the minister why he thinks it will be difficult
to secure a debtor representation on this board? That seems to me to be a very
important point. I appreciate that you have the right idea in looking to the ap-
praisers now in the employ of the Canadian Farm Loan Board, and of the
Soldier Settlement Board because they have some very good men, I know, in all
the provinces, but I do think you must make provision either implied or other-
wise to have debtor representation on this board. .

Mr. MacpoNaLD: Never look a gift horse in the mouth.

Hon. Mr. Dun~inG: In answer to Mr. Ward I would say this, that the
Farmers’ Creditors Arrangement Act involved the application of the bankruptey
principle, in fact it is enacted under our general powers with respect to bank-
ruptey ; but instead of the debtor, as in ordinary bankruptcy law being represented,
one person is appointed theoretically representing all debtors. I do not think any-
one would say that in practice that is what has actually happened on the boards
of review. I do not think that in practice one member acts more or less as
counsel for all the debtors. He is supposed to be appointed with what might
be called the debtor bias. I know that the previous government and our govern-
ment has had in mind that desirability of having the debtor bias a factor in the
judicial disposition of the case, but to try to visualize a scheme in which the
individual debtor himself in all those hundreds of thousands of mortgages could
have effective personal representation, is just beyond me; it is impossible. It
is our duty to conserve the debtor’s interests. After all, what do we want to do?
In connection with agriculture we want to try to put the indusry on an effective
working basis. It can only be put on an effective working basis if the load is
adjusted to the capacity to bear it. Now, I do not need to say that even if we
do that, Mr. Ward, that you or any other representative of a farming con-
stituency will be satisfied with the values. I never knew a debtor yet who was
really satisfied that a write-down was sufficient, and I have had a lot of ex-
perience with the Farmers’ Creditors Arrangement Act, and I fully expect you
to come back to the House of Commons and say, “this is awful. So and so’s farm
was only written down so much, it ought to have been done differently.” and
I say Mr. Coldwell, that is a reason why I do not want the government going
in and appointing anybody; I do not want any suggestion that there was a
political aspect to this work of appraisal, and I know that would be charged if,
as minister of finance, I was given the power to appoint one of the appraisers.
I would prefer to see it worked out on the ability to bear the load.

- Mr. Corpwern: What about the farmers’ organizations in regard to adjust-
ing agricultural mortgages?

Hon. Mr. Dun~iNG: I cannot see that they are expert appraisers, Mr.
Coldwell. T know them and they work well as individuals, but there again the
bias would definitely be towards a constituency.

Mr. Macpoxarp: The appraiser should be disinterested.
Hon. Mr. Dux~inG: Yes, an appraiser should be disinterested.
Mr. Ross: How many of those appraisers would there be?
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~ Hon. Mr. Du~xx~iNG: That depends upon the extent to which the proviso i
in subsection 1 becomes operative. We have high hope that the volume of
appraisals will be reduced materially. i
Mr. Macponawp: I asked a question a moment ago with regard to second
mortgages. Since that time I have glanced through the Act and I cannot see
where second mortgages are exempt from the provisions of this Aect. If you
turn to section 16 it says that each membership agreement shall include pro-
visions to the following effect:—
(a) The member company shall adjust, as in this Act provided,
(1) All its mortgages on farms in Canada held at the date of the
membership ‘agreement;

And then it goes on to say, “all its mortgages on non-farm homes in

Canada 7 Now, I suppose every company has a great many second

mortgages besides first mortgages. I do not think there is any doubt about

that, that mortgage companies have second mortgages. If they have second

gliorkgat,ges, I say according to this Act, they come within the provisions of
e Act.

Hon. Mr. Dun~inG: I suppose if a member company holds a second mort-
gage on a property on which it also holds a first mortgage, and it is hard to
conceive that—

Mr. Macponawp: Not necessarily on the same property.

Hon. Mr. DuxnNing: I would be very much surprised if any member
company here would admit owning second mortgages on a property that
someone else held the first mortgage on.

Mr. Kinvey: There are a lot of cases where the company holds the first
mortgage and an individual has the second.

Hon. Mr. Dun~inag: It is debarred.

The Crarmax: Shall section 16 carry? (Carried).

Shall section 17 carry? (Carried).

Shall section 18 carry? The minister has an amendment.

Hon. Mr. Du~x~NiNG: There is an amendment consequent on what we have
done; it is to sub-section 1 and is as follows:—

That section 18 of the bill he amended by striking out the words
“in accordance with the provisions of paragraph (q) of section 16 of this
Act” where they appear in sub-section 1, and substituting therefor, “in
respect of amounts written off pursuant to the provisions of a membership
agreement.”

The CHaARMAN: Shall section 18, paragraph 1, as amended carry? (Carried).

Shall paragraph 2 carry?

Hon. Mr. Dux~iNG: This is the same amendment in exactly the same
language.

The CuarmaN: Shall paragraph 2 as amended carry? (Carried).

Shall section 19 carry? (Carried).

Shall section 20 carry?

Hon. Mr. Dux~ing: There is an amendment to section 20. This of course,
is necessary to carry out what we did previously in regard to the control of
interest rates for future lending taking place only with respect to moneys
secured from the mortgage bank, and the whole of section 20, sub-section 1 is
struck out, and the following is substituted. You will notice it follows the
language of the former amendment:—

20. (1) The Central Mortgage Bank shall determine from time to
time the maximum rate of interest which may be charged by a member

[Mr. T. D’Arcy Leonard, K.C.]
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company on mortgages on farms in Canada and non-farm homes in
Canada, entered into after the date of the membership agreement, where
the moneys used in making such mortgages are obtained through the
Central Mortgage Bank or on renewals of mortgages adjusted pursuant
to the provisions of any membership agreement and such rate shall take
effect on publication in the Canada Gazette.

Mr. Hmmn: Will the minister set up some machinery so that some of this
money used in the bank may be used in eastern Canada? It seems to me
that if we meet that $100 million loss and eastern Canada has to take up about
80 per cent of it that many of the farms that have no mortgages now will
have to put mortgages on and others will have to increase them, and they will
hope to get a low rate of interest on it.

Hon. Mr. Duxning: I do not agree with your premises. I do believe
that this Act will be effective in the Maritime Provinces, and I do believe there
will be a degree of competition set up in the Maritime Provinces that will have
a beneficial effect in as far as people requiring credit down there are con-

cerned.
Mr. Kintey: That is right.

Mr. CorpwerL: I was surprised in looking up the return to see the num-
ber of adjustments under the Farmers’ Creditors Arrangement Act that had
been made in the Maritime Provinces. In Prince Edward Island, for example
there were 1,116 applications and 1,076 adjustments concluded. :

Hon. Mr. Caman: About two or three times the adjustments were made
per capita as in any other province.

The Cuamrmax: Shall the paragraph as amended carry? (Carried).
Shall paragraph 2 of section 20 carry?

Hon. Mr. Caman: There is a suggestion there: “Such maximum rate shall
not exceed by more than 2 per centum per annum the average daily yield”
etec. That rate is likely to be quite high some time in the near future, is it not?

Hon. Mr. Dux~ivg: I do not think so.

Hon. Mr. Caman: If we become  involved in international difficulties
I should expect to see that rate go up 50 per cent at least. There is no sta-
bility to that rate.

Hon. Mr. Dunxning: More stability than to any other that we could
choose, Mr. Cahan.

The CuAmrMAN: Shall the paragraph carry? (Carried).

Paragraph 3 of section 20. Shall the paragraph carry? (Carried).

Shall the section carry? (Carried).

Section 21. Shall section 21 carry? (Carried).

Section 22,

Hon. Mr. Dun~ing: This should be taken section by section.

The CramrMman: Paragraph 1 of section 22 (a).

Hon. Mr. Dun~ing: There is an amendment to (a) :—

That paragraph (a) of subsection (1) of section 22 of the bill be
amended by striking out the words “under the provisions of this Act”
where they appear in lines 20 and 21 on page 11 and substituting there-
for Elze words “ pursuant to the provisions of the membership agree-
ment.” \

The Cmamrman: Shall the paragraph as amended carry? (Carried).
79897—4
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Shall paragraph (b) of section 22 carry? :

Hon. Mr. Dux~inG: Paragraph (b) comes out entirely in accordance with
what I said a little while ago that it was undesirable to have the power to
purchase preferred shares. 3

Mr. MacponNarp: Under ‘paragraph (a) the companies can hypothecate
mortgages direct to the bank. I understood that was not so and the bank did
not hold any mortgages.

Hon. Mr. Dux~ing: They can hold them as security, of course: “Make
loans to a member company upon the security of mortgages adjusted under
the provisions of this Act, or eligible mortgages as defined in subsection 3 of
this section.” They can make loans upon that security, of course.

Mr. Tucker: Eligible mortgages.

Mr. Macpoxawp: We have a previous clause where advances could be
made on debentures of the company, and I understood advances were limited
to that. Apparently, I was incorrect, and advances can be made upon ad-
Just]eId mortgages and other eligible mortgages which will be hypothecated to the
bank.

Hon. Mr. Du~nn~inNg: Surely.

Mr. Tucker: What is wrong with that?

Mr. Macponawp: I have no objection to it.

Mr. TrorsoNn: I would like to know as to whether the bank should not be
given power to take mortgages generally as collateral security? It is confined in
this section to taking certain kinds of mortgages as collateral security.

Hon. Mr. Dun~ine: Eligible mortgages are described in sub-section 3.

Mr. TrorsoN: Why should the power to take mortgages as collateral
security be restricted?

Hon. Mr, Dux~ing: The reason I think was that for the present at least,
until we have developed experience I would prefer to see the bank and member
company relationship confined to the particular classes of mortgages dealt with
by this legislation. If later it became desirable to undertake general mortgage
refinancing then we can consider it. For the present -we have concentrated on
this one major aspect of the problem, the farm and the small non-farm home,
and I woulid prefer not to widen it at the present time with respect to collateral
of another character.

Mr. Tuorson: Why should the bank be restricted in taking collateral?
Should they not have the power given to them? Whether they exercise it or
not, is another matter.

Mr. Tucker: It has the power under sub-section (a). It may make loans.
It does not say to what amount, but it may make loans to a member company
upon the security of mortgages adjusted or eligible. In other words, a member
company may have $100,000 of mortgages and it may come to the Central
Mortgage Bank and say, “I want to borrow on the strength of these mortgages
$25,000”. The bank has that power.

Hon. Mr. Dun~ing: Provided they are eligible mortgages or mortgages
adjustable under this Act.

Mr. Tuorson: It has power only to take its collateral in certain defined
mortgages. I am suggesting that it should have wider powers of taking the
collateral.

Hon. Mr. Duxning: Of course, you understand, Mr. Thorson, that this
power is tied up under (2) with the element of control, and that is another
reason for confining the whole transaction to the classes of mortgages which it
is thought to deal with. I think the point you have in mind could very well be

[Mr. T. D’Arcy Leonard, K.C.]
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developed out of experience rather than providing for general mortgage refinanc-
ing at the present time. I prefer to keep out of that field.

Mr. TuorsoN: That may be; but I do not see why the bank, when it is
advancing money, should have its powers of taking security restricted. It may
desire more security than the adjustment mortgages or the eligible mortgages.
Why should the power to take collateral be restricted? The bank may desire, as
a matter of policy, not to take additional collateral and to confine itself to the
adjustment mortgages or the eligible mortgages, but why should the power to
take collateral be restricted?

Hon. Mr. Dux~ing: Of course, I cannot visualize the kind of transaction
you have ir mind. I have in mind only financing eligible mortgages, adjust
mortgages. Now, you are visualizing that in connection with such refinancing a
mortgage company may come along with additional collateral of a class of mort-
gage not contemplated by the Act and it will deposit it as additional collateral.
It is impossible for me to visualize such a situation.

Mr. TrorsoN: It might not be mortgages; it might be other collateral.

Hon. Mr. Dux~inG: The bank itself is very satisfied with the breadth we
have here.

Hon. Mr. Cauan: That is a power held in reserve to be exercised when
sufficient political pressure is placed upon the organization.

Hon. Mr. Duxn~iNg: It will require an amendment to the law.

Hon. Mr. Caman: I say that is for political pressure.

Hon. Mr. Dun~ing: What you say would be true if the power were there
now.

Hon. M1. Canan: I am suggesting that the necessary legislation would be
obtained by applying proper pressure in the future.

A The CuamMman: Paragraph (b) is to be deleted. Does that carry? (Car-
ried.)

Shall paragraph (¢) carry?

Mr. Ross: What is the purpose: “Invest in securities or guaranteed by the
Dominion of Canada”?

Hon. Mr. Dux~Ning: They may require a field for investment for funds
temporarily. The mortgage bank with its capital of $10 million and $200 million
debenture issue will have a certain—

The CuarmaN: Shall paragraph (d) carry?

Hon. Mr. Canan: How does (d) apply? Is that a new appraisal to be
made, or does (d) apply to the appraisals which are made under the pre-
vious sections of this bill?

Hon. Mr. Dun~Ning: The appraisals that have been previously made.

~ Mr. Macpoxarp: Which are to be adjusted. They could not be pre-
viously made if they are to be adjusted.

Mr. Tucker: It seems to me an unnecessary section in connection with
section 17.

Hon. Mr. Canan: It seems to me it might well be eliminated.

Hon. Mr. Dux~NiNG: Section 17 dealt with the terms of the agreement;
section 22 in effect gives the mortgage bank power to carry out its side of the
agreement.

Mr. MacpoxaLp: It says that in section 22.

~ Hon. Mr. DL‘NNINGE I think it is right that the last few words should be
eliminated; they are quite unnecessary and confusing—the words, “ and which
are to be adjusted under this Act.” That is the point you had in mind?

Hon. Mr. CaHaN: Yes.
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Hon. Mr. Du~nnNing: “ (d) make or cause to be made the appraisals of
properties which are subject to mortgages held by member companies.” Strike
out the words: “and which are to be adjusted under this Act.”

The Cuamman: Shall paragraph (d) carry as amended? (Carried.)
Shall paragraph (e) carry? (Carried.) . :
Paragraph 2. Shall it carry? (Carried.)

__Hon. Mr. Canax: That is peculiar in paragraph (e): “Carry on research
with respect to the conduct of the business of lending money in respect of
mortgages, and such other matters as it may deem desirable.” What you really
should have is power to carry on research with respect to the conduct of the
business of lending money on the security of mortgages and such other matters

as may be deemed desired in connection with the administration of this Act;
or something of that kind.

Hon. Mr. DuxniNg: I am not really very particular about this—the latter
W(;frids in any case. I think if we stopped at “mortgages” it would be quite
sufficient.

Hon. Mr. Casan: Yes.

Hon. Mr. Duxn~inG: I think we are all indebted to the work of the research
department of the Bank of Canada. We know how useful it is. I move we
amend (e) by striking out all the words after the word “ mortgages” in the
last line of the subsection.

The CuarMAN: Shall the subsection as amended carry? (Carried.)

Shall paragraph 3 carry?

Hon. Mr. DunxniNGg: There is an amendment here:—

That sub-paragraph (i) of paragraph (a) of subsection (3) of sec-
tion 22 of the said bill be amended by striking out the word “charge”
where it appears in line 4 on page 12 and substituting therefor the word
“mortgage.”

“ Such mortgage shall constitute a first charge on farm lands. 5

Hon. Mr. Cagan: I think if you took the opinion of your Justice Depart-
ment you would find that “shall be a first charge ” is the proper term.

Hon. Mr. Dun~ing: That is what appeals to me, but this ecame from
them.

Mr. THorsoN: It may not. There may be provincial legislation which
might make taxing, for example, a first charge. There may be other things
that are made a first charge ahead of a first mortgage.

Mr. MacpoxaLp: If that is so, you will not get any eligible mortgages
because in every province to-day taxing comes ahead of the mortgages.

Mr. TuorsoN: You describe them as a first mortgage, but there is a dif-
ferentiation between a first mortgage and a first charge.

Hon. Mr. Canan: Very great indeed.

Hon. Mr. Dux~inG: I think the amendment should go as it is; it is from
the department. ‘ 1

Hon. Mr. Canax: I am not pressing it; but I do not agree with the Justice
Department as to that.

The CrAmrMAN: Shall paragraph (ii) carry? (Carried.)

Shall paragraph (iii) carry?

Hon. Mr. Dun~NiNGg: There is an amendment:—

[Mr. T. D’Arcy Leonard, K.C.]
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' That sub-paragraph (iii) of paragraph (a) of sub-section (3) of
section 22 of the said bill be amended by inserting after the word “shall”
in line 16 on page 12 the following words “from the time the loan is made”.

It will then read: “Such mortgage shall from the time the loan is made bear
interest at a rate...”

The CuamrMmaN: Shall the paragraph as amended carry? (Carried.)

Paragraph (iv); shall it carry? (Carried).

Paragraph (v); shall it carry?

Mr. MacoonaLp: That is pretty wide.

Hon. Mr. Dux~inG: In paragraph (b) of sub-section 3 of section 22, there
is the same change as before by striking out the word “charge” in line 38, and
substituting the word “mortgage”. “Such mortgage shall constitute a first
mortgage on a non-farm home. ..”

Hon. Mr. Casax: I undestand that Mr. Thorson holds the view that taxes
may be a first charge. ‘

Mr. TaorsoN: There may be municipal liens.

Hon. Mr. Cauan: Yes; but are we to deal with this on the assumption that
from time to time a provincial authority or municipal authority may impose
charges which are the first charge, that is the prior charge to that of the
mortgage?

Hon. Mr. Dux~iNg: That has been a thorny problem in nearly every
province.

Hon. Mr. Cauan: Of course, there are grave difficulties when you wish to
intervene in matters which are subject to provincial authority, and that raises
some very grave questions. I am not pressing it.

The CuAamrMAN: Shall the paragraph as amended carry? (Carried).

Shall paragraph (ii) of (b) carry?

Hon. Mr. Dun~NinG: (b) has the same amendment as previously: Insert
after the word “shall” in the forty-eighth line the following words: “From the
time the loan is made”. It will then read: “Such mortgage shall from the time
the loan is made...”

The CHAmMAN: Shall (iii) (b) carry? (Carried.)

Shall (iv) (b) carry? (Carried.)

Shall section 23 carry? (Carried.)

Shall section 24 carry?

Hon. Mr. CananN: Should there not be some provision in this bill, Mr.
Dunning, which will protect the dominion interest, that is the Central Mortgage
Bank interest against adverse legislation of the provinces and the municipalities?
As it is you are providing a large sum of money estimated by way of suggestion

by you at $45,000,000 or $50,000,000. It is such a large amount of money to
enable the provinces and municipalities to nibble at at your expense.

Hon. Mr. DunNinG: It is a very difficult question as to how far. The
provision we have already made with respect to the provinces enacting such
legislation is to enable this bill to function. How far we can get them to go
with respect to that point, which has been the most difficult point in connection
with mortgage loaning for many years,—that is, the creation by provincial
enactment of charges which are stated to be taxes. For instance, the hospital
tax in Saskatchewan, the rural telephone tax, and a number of those; and the
objection of the mortgage interests always has been to the creation of a first
charge of something which is not really a tax in the old sense of the word, but is
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made a tax by the competent authority, the provincial legislature, and hence it
has come from that time forward in advance of the first mortgages. We have
had the problem in the west for many years in respect to the seed grain lien.
I think in that case the making of seed grain liens a first charge was certainly
justified because of the nature of the advance; but I am afraid I cannot see any
way of getting them to agree to surrender any right they may have on their
property and civil rights in that regard. It is a very thorny problem, as you
know.

Hon. Mr. Canan: Of course, when a company, which, before it becomes a
member company, is dealing with it, it can include in the terms of the mort-
gage provision which would enable it to enforce the mortgage in case these encum-
brances or liens are placed upon the property even by the municipality.

Hon. Mr. Dunn~inG: I think you will find that the provincial mortgage
law would not permit such a contract.

‘Hon. Mr. CanmaN: Ah, well, that is possible, but as to whether that law
would be valid or not, I do not know. But I am not entering into this. Here you
are providing that a member company must make these loans for twenty years
or for such limited term as may be approved by the Central Mortgage Bank;
and if it has made this-loan for a term of twenty years or fifteen years, then, after
this it is fixed, it allows the provincial or municipal authorities to nibble at
these rates without any redress whatever by the member company, that is a
very serious condition.

Mr. Kinrey: Can you not make failure to pay provineial obligations bring
finality to the mortgage, and say, if you do not pay all taxes we will collect
the money.

Hon. Mr. Dun~ing: That is a different point, of course.

Mr. KinLey: The provinces have priority in certain things like taxes and
compensation. You make an agreement for a twenty year mortgage; if a man
does not fulfil his obligations on his provincial taxes, bring the mortgage to a
conclusion as a result of that.

Mr. MacponaLp: That term is in every mortgage.
Mr. Tucker: It is in every mortgage existing now.

Hon. Mr. Dux~inG: Every mortgage issued by a member company contains
that provision today.

The CuAalrMAN: Shall section 24 carry? (Carried).

On section 25. (Carried).

On section 26. (Carried).

On section 27. (Carried).

On section 28. (Carried).

On section 29. (Carried).

On section 30. (Carried).

Now, it is 6 o’clock. . Shall we adjourn until tomorrow morning at 11.15?

Hon. Mr. Dux~inG: Before we take up section 31, I want to give considera-
tion overnight. to the amplification of some of the proposals for making regu-
lations, and it is understood that 16 will be in complete form tomorrow morn-
ing and mimeographed with the changes.

Mr. MacponaLp: For reconsideration?
[Mr. T. D’'Arcy Leonard, K.C.]
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a'nd also deﬁmng the e companies. I had that
n mind when we diseuﬁsed appraisals. I do not remember exactly the dets.xls
it, but T have a note that member companies may be defined.
: &Hon. Mr. Dmmme. We will have that in mind and see what we can do
w1 it » ;

The eomttee adjourned at 6 p.m. to meet to-morrow, June 1, at 11.15 a.m.
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MINUTES OF PROCEEDINGS

THURSDAY, June 1, 1939.

The Standing Committee on Banking and Commerce met at 11.15 a.m., the
Chairman, Mr. Moore, presiding.

Members present: Messrs. Cahan, Clark (York-Sunbury), Cleaver, Cold-
well, Deachman, Donnelly, Dubuc, Dunning, Fontaine, Hill, Howard, Hushion,
Jaques, Kirk, Lacroix (Beauce), Moore, Perley (Qu’Appelle), Ross (St. Paul’s),
Stevens, Thorson, Ward, White, Taylor (Nanaimo).

In attendance: Dr. W. C. Clark, Deputy Minister of Finance; Mr. D. M..
Johnson, Solicitor to the Treasury; Mr. T. D. Leonard, K.C., counsel for the
Dominion Mortgage and Investments Association, and representatives of various
Loan, Mortgage, Trust and Insurance Companies. : ;

The Committee resumed consideration of Bill 132, An Act to incorporate the
Central Mortgage Bank.

Section 31.—Moved by Mr. Dunning that paragraph (a) subsection (1) be
amended by adding to the list of expressions to be defined the following:—

(x) “single family home”

(x1) “two-family home”

Amendment carried and section 31 as amended,—Carried.
Section 32,—Carried.

Schedule,—Carried.

The Committee reverted to the consideration of section 16.

By unanimous consent a redrafted copy of section 16 was submitted for con-
sideration, incorporating the amendments previously adopted as well as a few
minor amendments submitted by the Department of Justice for clarification
purposes.

On motion of Mr. Dunning,

Resolved,—That paragraph (S) of subsection (1) of section 16 be amended
by adding thereto the following:—

and provided further that in the case of any mortgage acquired by the
member company from a holder thereof after the first day of May, 1939,
the member company shall not receive debentures in excess of fifty per
centum of the amount whereby the cost actually incurred by the member
company in acquiring the mortgage exceeds eighty per centum of the
fair value of the property appraised as provided in this Act.

On motion of Mr. Dunning,

Resolved,—That paragraph (k) of subsection (1) of Section 16 be amended
by adding thereto the following proviso:—

provided however, that the member company shall not be obliged to

charge a rate of interest less than an effective rate of five and one-half

per centum per annum on renewals of mortgages on non-farm homes in

Canada adjusted pursuant to the provisions of the membership agreement.
799751}
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Section 16, as amended,—Carried.
On motion of Mr. Dunning,

Resolved,—That subsection (1) of Section 20 be amended by adding thereto
the following words:—
provided however, that a member company shall not be obliged to charge
a rate of interest less than an effective rate of five and one-half per centum
per annum on renewals of mortgages on non-farm homes in Canada
adjusted pursuant to the provisions of the membership agreement.

Section 20 as further amended,—Carried.

The Committee then considered paragraph (g) and (i) of section 2, which
had been left standing. The two said paragraphs were adopted.

, During the course of proceedings Mr. Leonard was recalled and briefly
examined.

Title carried.
Preamble carried.

Ordered,—That the Bill as amended, be reprinted and that the Chairman
report same to the House.

The Committee adjourned at 12.15 p.m. to resume consideration of the
Report of the Bank of Canada.

A. ARSENAULT, i
Clerk of the Committee.
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MINUTES OF EVIDENCE

Housk oF ComMmons, Room 277,
June 1, 1939.

The Standing Committee on Banking and Commerce met at 11.15 am.
The chairman, Mr. W. H. Moore, presided. ’

The CuamrMAN: Order, gentlemen. Mr. Hill has a statement to make.

Mr. Hion: Mr. Chairman, I rise on a question of privilege. There was a
statement made just at the close of yesterday’s proceedings having regard to
the benefit that the maritime provinces obtain under the Farmers’ Creditors
Arrangement Act. Now, I shall quote from the remarks of Mr. Coldwell:—

Mr. CorpweLL: I was surprised in looking up the returns to see the

number of adjustments under the Farmers’ Creditors Arrangement Act
that had been made in the maritime provinces. In Prince Edward Island,
for example, there were 1,116 applications and 1,076 adjustments con-
cluded.

Hon. Mr. Camax: About two or three times the adjustments were
made per capita as in any other province.

That is correct as far as Prince Edward Island is concerned, but Prince
Edward Island is not the maritime provinces.

Hon, Mr. Cauan: I was speaking of Prince Edward Island.

Mr. Hiun: Yes, I know, but the inference is that the maritime provinces
benefit more from the provisions of the Farmers’ Creditors Arrangement Act
than any of the other provinces. Now, I am going to place on record some
figures, and these figures are accurate. I know that Mr. Coldwell would not like
to place on the record anything that is inaccurate, and I also know that Mr.
Cahan would not like to do so. I remember that the minister of finance, who
represents a maritime province constituency, nodded to Mr. Coldwell, and I
know he would not like to leave the impression that he felt this was correct
if it was inaccurate.

Hon. Mr. Dun~iNG: I think my friend misunderstood my nod. T certainly
was not endorsing all that Mr. Coldwell said on that occasion.

Mr. Hizn: The information I am going to place on record is information
compiled from the annual report, “Farmers’ Creditors Arrangement Act,” March
31, 1938, pages 12-13, and the population is taken from page 91 of the census
of 1931, volume 1. Now, the cases per thousand of population are as follows:—
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Now, with regard to the total amounts of money adjusted per thousand of
popu}atlon, the maritime provinces are the lowest in the country, and I shall give
the list as I have it here.
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Now, the amount of benefit which the maritime provinces obtamed per
capita, which was the question raised, is as follows. The three maritime provinces
had a cut-down in their loans amountlng to a total reduction for the three
provinces of 1-48 per head, the second lowest in the dominion. Quebec was only
1-09; Ontario 2-73; British Columbia, 1-84; Manitoba, 13-52; Alberta, 15-10
and Saskatchewan 15-76. That is Mr. Coldwell’s province. In other words,
the three prairie provinces have an average cut-down per capita of 15:00 per
head of population, or ten times as much as the maritime provinces. I should
like to place these ﬁgures upon the record and then they can be checked to see
whether they are accurate.

Page 91, Census 1931, Volume T
Average Per cent

reduction reduction Per Averake
No. of Total Total per per capita per
Province cases amount reduction case case reduction” «capita
| 5 [ Py ISRV 11 7+ $ 2,985,036 $ 734,476 $ 682 $1 33 $8 35l
NGNS i ey 148 798.378 272,194 1.839 36 0 53 $ 148
R e 939 1.576,993 479,434 510 i) 1171
Quebec.. .. .. 5,094 19.230.642 3,122,765 613 142 109 109
(05 s e Toy PGB (b 170 34.960.614 9.268.482 1,257 25 2473 273
Manitoba.. .. 3,157 22,380.814 9,463.273 2,997 6 0 13 52
Bask .. 30 L 4669 43,243,842 14,533,477 3,119 6 2 15 76 15 00
Albelh ARSI 1 [ ¢ 29.505.360 11,040,504 3.348 67 15 10
B0, 3 623 3,629,682 1,274,901 2.046 40 1 84 1 84

Information Compiled from Annual Report “ Farmers' Creditors Arrangement Aet,”
March 31, 1938, Pages 12-13

Population Population
Prince Edward Island.. .. 88,038 Manitobat: ik wimart e 700.139
INOUR Seotiasl: ks s s 5 arm (s Lm0 512,846 Saskatchewan... .. .. .. .. 921,785
New Brunswick.. .. .. .. 408.219 Alberta.. .. S e 731,605
Inebec .« . o s o e T RS 078 British (‘olumlna St 694,263
Oftarol sk LB 31683

"Hon. Mr. Canan: What was the per capita for the province of Prince
Edward Island?

Mr. Hin: It was 8-35 as against 15-76 in Saskatchewan, and 15-10 in
Alberta. ‘

The CrarMAN: Let us proceed to section 31.

Hon. Mr. Dun~inGg: With regard to section 31, paragraph (a) of sub-sec-
tion 1, Mr. Chairman, I have an amendment adding (x) “single family home”’;
and (xi) “two-family home.” Those are added as (x) and (xi) under (a).
That will be necessary because of the change in regard to two-family homes
and single family homes.

The Cuamrman: Should we not go through this section by =ect10n" Shall
we carry paragraph (a) as amended?

(Carried).

Shall we carry paragraph (b)?

(Carried).
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Shall we carry paragraph (c)?

(Carried).

Shall we carry paragraph (d)?

Mr. THorsoN: Yesterday I suggested—

The CHAIRMAN: Are we on (d)?

Mr. THorsoN: Yes. Yesterday I suggested that power should be taken to
define by regulation such expressions as “value” and “apppraisal value.” I have
been giving a good deal of thought to that since then, and I think, perhaps, it
might be safer to leave it as it stands by reason of the difficulty of giving a
statutory definition to the term “value” or “fair appraisal value”; so I with-
draw the suggestion I made yesterday.

The Cuamrman: Shall paragraph (d) carry?

(Carried).

Shall paragraph 2 of section 31 carry?

(Carried). ¢ ;

Shall the section carry?

(Carried).

Shall section 32 carry?

(Carried).

Now, we had certain sections that were allowed to stand.

Hon. Mr. Dun~iNGg: There is the schedule.

The Cuarman: Shall the schedule carry?

(Carried).

Paragraphs (g) and (i) of clause 2 were allowed to stand.

Hon. Mr. Dux~inG: These have been considered again by the Department
of Justice in the light of the discussion which took place, and the best advice I
can get in that regard is that no change is necessary whatever, having regard
to the run of the Act. The Department of Justice says that it quite evident that
the mortgage meant in the Act and followed up through the Act is the kind of
mortgage which this bill deals with and no other.

Mr. TaorsoN: And you define it further.

Hon. Mr. DunniNG: Yes.

Hon. Mr. Caman: What are you referring to?

Hon. Mr. Dun~inGg: To clause (1).

Hon. Mr. Casan: I was discussing that. 1 was quite willing to have it
“mortgage,” but when you began to amend it —

Hon. Mr. Stevens: My point in regard to that was that agreement of sale
should not be included in this definition of mortgage here, and you take the power
in section 31 to define what agreement of sale is. But is it wise to identify an
agreement of sale as a mortgage? That is the point I raised and I still think it
is a mistake.

Hon. Mr. Cagan: It might or might not be a mortgage.

Hon. Mr. SteveNs: Quite so; but generally speaking it is not a mortgage.

Mr. Tavyror: Is it not closed out in exactly the same way as a mortgage?

Hon. Mr. Stevens: No.

Dr. Crark: The companies that will be member companies will hold agree-
ments of sale which I think you want te have adjusted just as you have the
mortgages they hold adjusted. In the operative sections of the Act, wherever
“mortgage” appears it is a mortgage on farms in Canada or non-farm homes
in Canada, and the idea was to make it clear in this interpretation section that
“mortgage” whenever it is used will include a hypothec or an agreement for
sale which, presumably, you want to have adjusted as well as mortgages.




Hon. Mr. Stevens: 1 am approaching it from another standpoint which
I think is not presently in the mind of the drafters of the bill. What I am afraid
of is that as the bank operates we may bring in a lot of these agreements of
sale which are little more than a racket in some of our western sections. I

know about them. They have been coming on for years. I am not worrying

about the standard mortgage companies because their agreements for sale will

largely be for foreclosed mortgaged properties, but 1 am thinking of some of

those land companies or some companies that may call themselves mortgage

companies that are largely land companies selling land on a purely speculative
basis, and you have a lot of agreements of sale outstanding worth hundreds of
thousands of dollars.

Dr. Crark: The land corporations are out under the bill.

Hon. Mr. Stevens: They may call themselves mortgage companies and
may be carrying on a mortgage business, but in addition to that, these provincial
companies carry on a land selling business. However, I have drawn the matter
to your attention and I think it is a wise safeguard.

Hon. Mr. Duxninag: That will have to be safeguarded administratively,
but how we can get a definition which will admit the kind of agreement of sale
which must be admitted in order to make this Act work and at the same time
exclude the kind of agreement for sale which I agree entirely with Mr. Stevens
must be excluded is very difficult to put into the Act.

Hon. Mr. Cauan: If you leave out “agreement for sale”—

Hon, Mr. Stevens: If a mortgage company forecloses on a piece of property
then they may sell instead of taking a new mortgage on it. :

Mr. Tuaorson: That is no doubt what is contemplated.

Hon. Mr. Stevens: Quite so. However, I think Mr. Chairman, that as in
some other previous points such as valuations, we will have to trust to the admin-
istration of the law when it is law. !

Mr. THorson: Is that not meant also by section 31 with its power to define
mortgages and agreements of sale?

Hon. Mr. Stevens: If they define it properly.

The CrAarRMAN: Shall the section carry?

Hon. Mr. Du~nnNinGg: There is no other one standing, is there?

Hon. Mr. Stevens: (g) stood.

The CrAmrMAN: (i) and (g) stood. '

Mr. TrorsoN: Is the power to define member companies sufficiently defined
there?

Hon. Mr. Dun~inG: That raises again the question we discussed yesterday,
whether we could in any way bring land companies within the ambit of this
legislation. Frankly, I have not found a way that would be satisfactory, and
I do not think it would be wise to give to the government power to bring in
land companies. i

Mr. Tuorsox: In connection with the negotiations that will take place
between the government and companies who may possibly become member
companies, without extending the term “member companies” as in the definition
section, it might be well to take power under 31 to define what is a member
company. You have taken power to define what is a mortgage and what is an
agreement for sale and a number of other items. :

Hon. Mr. Dun~inG: Well, Mr. Thorson, that would mean giving to_the
government power to expand the definition of member companies contained
in (g). That is, to me, quite a difficulty.

Hon. Mr. Stevexs: You always expand your power after you have had
some experience.
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Hon. Mr DuxniNG: Yes, I think it ought to be a matter of later develop-

“ ment.

-

Hon. Mr. Stevens: Give us a year.

Hon. Mr. Dun~inG: I see so much difficulty surrounding that question
that I cannot make a practical suggestion as to how to meet it at present, while
recognizing that good work remains to be done.

The Cmamrman: Shall (g) carry? -
(Carried).

Shall the section carry?

(Carried).

Hon. Mr. Dun~inGg: Now we turn to section 16, the mimeographed copy
of which is before each member of the committee at the moment.

Mr. Trorsox: There have been no substantial changes made in this?

Hon. Mr. DunniNG: The changes underlined are the ones which I indicated
were suggested by the justice department, changes in verbiage altogether, and
apart from that it is the same as yesterday.

Mr. THorsoN: And the justice department amendments are the only ones
that are underlined?

Hon. Mr. Dux~inG: Yes.

The CuamrMaN: Do you desire to go over it clause by clause?
Hon. Mr. Stevens: The clauses are before us.

The Cuamrman: Shall the section as amended carry?

Hon. Mr. Dunx~ing: I thought the committee would probably want to
discuss-it. I have another point which I thought worthy of consideration.
It arose out of a discussion yesterday when some member of the committee—
I have forgotten who—spoke of member companies acquiring mortgages. It
caused us to explore that field a little further, and I think it well to suggest
to the committee a measure of protection there in the following form. It would
be an addition to (s) of subsection 1 of this section on page 5 of the mimeo-
graphed sheet.

If the committee will follow me they will get the drift of the idea
immediately:—

and provided further that in the case of any mortgage acquired by the
member company from a holder thereof after the first day of May,
1939, the member company shall not receive debentures in excess .of
50 per centum of the amount whereby the cost actually incurred by
the member company in acquiring the mortgage exceeds 80 per cent of
the fair value of the property appraised as provided in this Act.

The object of that is to head off any possibility of the buying up of mortgages
at considerably less than face value and then putting in those mortgages by
way of a claim under the provisions of the adjustment features of the Act.
The control element is that they shall not receive debentures in excess of 50
per cent of the amount whereby the cost actually incurred by them—

Mr. THorsoN: Yes.

Hon. Mr. Stevexs: In purchasing mortgages.

Hon. Mr. Dux~NinGg: Yes. Whereby the cost -actually incurred by the
member company exceeds 80 per cent. It seems to me that is a very necessary
protection against possible abuse.

Hon. Mr. SteveEns: Racketeering.

Hon. Mr. Dux~ixa: Yes. 1 think it is clear and to the point. The
committee can see the implications.

Hon. Mr. Stevexs: Carried.




| STANDING COMMITTER

The CHARMAN: Carried.

Shall the sections as amended carry?

Hon. Mr. Du~x~inGg: I understand that Mr. Leonard has a suggestion to
offer,

Mr. P. D’Arcy LreoNArD, recalled.

The Wirness: Mr. Chairman, with the permission of the committee, T

should like to raise a question for the consideration of the legal advisers of the
committee on this section. It is a matter of draftsmanship. You will notice

that section 16 (1) (a) starts out by specifying the classes of mortgages that

the companies are to adjust. First of all it deals with all mortgages on farms,
but in the case of its mortgages on non-farm homes the adjustments are confined
to those under $7,000, and under $12,000 in the case of two-family homes.

But then going on with paragraphs (b), (c), (d), (f) and (i), the phraseology
used is “ each mortgage held by the member company.”

Hon. Mr. DunniNG: Yes.

The Wirness: I raise the question as to whether that should not be
“ Each such mortgage,” so as to make it quite clear that the intention of the
legislation is to refer only to those mortgages specified in paragraph (a).

Hon. Mr. Dux~ing: I think that will require amending in several places.

The Wirness: In the phraseology, yes.

Hon. Mr. Dunx~ing: The point is obvious, I think, Can we agree that
counsel will make that change?

The CHaRMAN: Mr. Leonard, have you a notation of your changes?

The Wrrness: I think if it is left the way Mr. Dunning mentions, it will
cover the matter.

The CuArMAN: Shall the section carry?

Hon. Mr. Canan: Is it intended to make it “ Such mortgage ” throughout?

Hon. Mr. Dunx~ing: Throughout.

The CrAmrMAN: Shall the section as amended carry?

Hon. Mr. Stevens: Carried. And the bill be reprinted.

The Crarman: Have you any other points to raise, Mr. Leonard?

The Wrrxess: Mr. Chairman, I should like to raise a question with respect
to paragraph (k), section 16, which carries with it also the same point in con-
nection with the amendment made yesterday by the committee to sub-section 1
of section 20.

I pointed out to the committee yesterday the difficulties with respect to
urban mortgages, and after consideration of a suggestion raised in the committee
of a 53 per cent rate on urban mortgages I indicated to the committee that
such a change would go a long way towards removing the difficulties of the
companies with respect to urban mortgages. In amending the bill accordingly
with respect to the interest rate on urban mortgages it seemed to me that the
committee intended that, in so far as the existing mortgages were concerned,
the point raised was conceded that the rate on urban mortgages would be 5% per
cent until those mortgages were paid off subject to the right of the debtor and
the company to agree as to other terms apart from the interest rate.

In the amendment to (k) it will be noticed that the control on the future
interest rates where a company borrows from the Central Mortgage Bank is
made applicable also to renewals of existing mortgages. And that same result
carries through in the amendment made to section 20, sub-section 1, the result
of which will be that in the case of urban mortgages having, we will say, a few
months or a year or two years to run, the immediate reduction is to 54 per cent,
but upon the maturity of that mortgage the rate presceribed by the Central
Mortgage Bank comes into effect; and assuming for example that current rates

[Mr. T. D’Arcy Leonard, K.C.]
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of Dominion of Canada bonds continue, and therefore a 5 per cent rate would
be about the rate of interest on the mortgages, the present urban mortgages
would continue at 5% per cent until the date of maturity and thereafter would
automatically be at 5 per cent.

That does not meet the situation that I outlined to the committee yester-
day. I suggest for the consideration of the committee, without repeating all
the difficulties that I have outlined in respect of urban mortgages, that para-
graph (k) and sub-section 1 of section 20 should be amended to conform with
what I gathered was the wish of the committee in meeting the points I had
raised so that the rate of interest with respect to the adjustment of exising
mortgages on non-farm homes, that is, urban mortgages, should be 54 per cent
or the rate of the Central Mortgage Bank, whichever is the higher rate.

Hon. Mr. Strevexs: That is what we intended.

Hon. Mr. Dux~ing: I do not know what the committee intended, but let
us see if T have it right. - A mortgage is adjusted this vear under the terms of
the bill. Being an urban mortgage the effective rate on it is reduced to 53 per
cent. Two years from now that mortgage matures and is renewed. If the
effective rate published by the bank in accordance with the terms of the law
at that time was less than 54 per cent, what Mr. Leonard is asking is that such
renewal should not be made at less than 55 per cent.

Hon. Mr. Stevens: Less than 5 per cent, say.

Hon. Mr. Dux~ing: Well, 5 or 53 per cent, depending upon which class -

of mortgage was involved. That is your point, Mr. Leonard?

The Wirness: That is correct.

Hon. Mr. Dunx~NiNGg: But you are suggesting that clarification be made in
this with respect to urban mortgages?

The Wirness: That is correct, in connection with the farm mortgage situa-
tion. My whole submission is based on the recognition of a special condition
there.

Hon. Mr. Dux~ing: I should like to hear discussion on it.

Mr. CoupwerL: As I understand some of the objections from other parts of
Canada, the maritimes, for example, one of the objections is that it may increase
the rate over what is now the rate in many of the mortgages in that part of the
country. I have heard that statement made. i

Hon. Mr. Dux~inag: It is simply impossible. I cannot conceive of that as a
possibility.

Mr. CorpwrrL: I do not wish to quote individuals unless they care to
speak for themselves, but T was told yesterday that mortgages that were at 5 per
cent in the maritime provinces on homes—

Hon. Mr. Dux~inGg: How can this bill increase the rate?

Mr. CorpwerL: If a member company had mortgages that were at 53 per
cent, we will say, at the present time, and the rate published by the Bank of
Canada happened to be 33 per cent, that would raise it 4 per cent to 53 per
cent. That would be the rate on the mortgage then, which ever is the higher.

Mr. THorsoN: You are setting a maximum.

Hon. Mr. Dun~inG: The maximum would be 5% per cent, I judge.

The Wirness: Our point is this, with respect to the urban mortgages there
are a great many that are being brought in here, a very large proportion of
them—

The CuamrMAN: You mean the non-farm mortgages?

The Wirness: Yes.

The CuamrMman: That applies to rural houses.



The Wirness: The definition has not yet been made.
be the case.

The CuamrMAN: Not necessarily urban, no. Suburban.
Hon. Mr. Stevens: Non-farm. ; 2
The CramrMaN: Non-farm. I think that distinetion should be made clearly.

The Wirness: In dealing with non-farm homes this bill brings in a great
many mortgages that are in good standing and on which ordinarily there is no
adjustment required except the matter of the interest rate in so far as this bill
is concerned. And in being able to bring those mortgages in by reason of the
5% per cent interest rate it was considered by the member companies that that
would apply to mortgages during the lifetime of the mortgages, unless the bor-
rowers elected to stand by the terms of the contract to maturity and were able
at that time to get them from the company or else a lower rate of interest. The
point of difficulty is the very definite option now guaranteed, a right
guaranteed to the debtor in respect of all those mortgages above 5% per cent
that are brought down to 5% per cent by this bill; that not only has he that
right but also the right to renew at the expiration of the mortgage at 5 per cent
assuming that current interest rates continue. It comes back probably to the
point that the spread of 2 per cent maximum under section 20 is not an economie
spread in many parts of Canada wherever it is that you provide spreads, and
the point is not important; but there are many places where it is important,
and we are once again back to the position where difficulties are created for
companies by reason of that feature.

Hon. Mr. Dux~iNG: Let me see if I have got it straight. You do not
want anything put in this bill which would enable you to renew a mortgage for
a higher rate than 5% per cent in the case of non-farm homes?

The Wirness: Unless the bank rate is up.

Hon. Mr. Duxnineg: You are willing to have a 54 per cent ceiling, but you
do not want to be forced to reduce below that in case of renewals?

Mr. Tuorson: That is the point.

By Hon. Mr. Dunning:

Q. Is that right?—A. T do not want to be forced below the 5 per cent rate
where that is not the proper rate in ordinary dealing between the company
and the borrower on that point.

Q. You have this much in your favour, you are not using public money
at all in these transactions?—A. The cases that I am dealing with, Mr. Dunning,
are those that come under the 80 per cent of value, where the reduction is purely
on interest rate, no contribution by the dominion government to these adjust-
ments. In the other cases, where the appraisal comes into it and where the
question of arrears of interest comes into it, that adjustment involves a new
agreement where the whole terms of the repayment will be set up and: probably
the complete amount of the mortgage amortized right through the term. But
as I pointed out yesterday, with respect to all the good  mortgages, the run of
mine mortgages, all that the bill contemplates is really a reduction in the interest
rate on which the company is making a contribution, without any contribution
from' the dominion government, and as to those, where the reduction brings it
down to 54 per cent, it should be 5% per cent and not an obligation to us that
we have got to give 5 per cent say three months from now on a rate that we
have brought down from 6 per cent or 63 per cent to 5 and 5% per cent to date.

Mr. Tuorson: What is the amendment you have?

By Myr. Coldwell:

Q. Under your proposal 5% per cent would not necessarily be the ceiling,
as the Minister of Finance puts it. If the effective rate on government bonds

[Mr. T. D’Arcy Leonard, K.C.]
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went to 33 per cent and you were allowed an additional 2 per cent, that would
give you a rate of 53 per cent on renewals outside of this particular adjust-
ment?—A. You are correct, Mr. Coldwell.

Hon. Mr. Stevens: That is liable to happen if he comes down to 5 per cent.

The Wirness: May I say one word with regard to Mr. Coldwell’s sug-
gestion? It is just possible, of course, at the outset the borrower will say, 1 will
take the assured 5} per cent and arrange accordingly.

Mr. Taorson: What is your draft? You had a draft there.

The Wrrness: No, I had no draft. I think I can suggest one for the
members.

Mr. DoxneLLy: This fixes a minimum rate. Suppose government bonds
were to be reduced in the next couple of years down to 2 per cent, you still could
charge 53 per cent?

The Wirness: This is only dealing with the non—

Hon. Mr. Dun~iING:- Renewals.

Mr. DonNELLY: I know, but still it gives them the privilege to charge
54 per cent even if government bonds come down to 2 per cent.

The Wirness: On the existing non-farm—

Hon. Mr. Dun~ineg: Will the committee let me read a suggestion to cover
the point, if the committee wishes to deal with it? This would come at the end
o (k) —

Provided, however, that the member company shall not be obliged to
charge a rate of interest less than an effective rate of five and a half per
centum per annum on renewals of mortgages on non-farm homes in
Canada adjusted pursuant to the provisions of the membership agree-
ment,

It seemed to be the view of some members of the committee that that is what
they intended doing yesterday.

Hon. Mr. SteveExs: No doubt about it.

Hon. Mr. Cagan: That last words were: “non-farm homes in Canada
pursuant . . .”

Hon. Mr. Dun~NinG: “Adjusted pursuant . . .” Is there any objection?
Mr. Taorson: I think that is what was intended.
Mr. Howarp: Where does that come into the bill?

Hon. Mr. DunNinG: An addition to (k) on page 3 of the mimeographed
copy of clause 16.

Mr. CoLpwerL: I do not think it is wise.

Hon. Mr. Stevens: All it does is simply give the urban mortgages a differ-
ential of one-half of 1 per cent. We agreed to that yesterday.

Mr. THorsoN: Yes, in principle, and this is confined to renewals of mort-
gages adjusted pursuant to the terms of the agreement. Mr. Leonard, does that
draft meet the point that you have in mind?

The Wirness: I think it does. I think the same amendment ought to—

Mr. THorsoN: Do you think Mr. Chairman, it is necessary to put a similar
proviso in 20?

Hon. Mr. SteveENns: No, I do not think so.

Hon. Mr. DunNinG: Let the lawyers look at it a moment. I do not think
myself there is any necessity to put it in 20.

Mr. TrorsoN: Full power is given in 20 as it is.

Mr. Kirk: You have been talking about farm and non-farm homes. What
about the fishermen’s homes in a village?
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Hon. Mr. DuxNING: A non-farm home. Are you satisfied?
Mr. Jounson: It is necessary to put a similar provision in 20.

Hon. Mr. DUNNING: The legal advisors say that for clarity it is necessary

to insert a similar proviso in 20.

Hon. Mr. Casan: It will avoid disputes and difficulties in the future

The CuarMAN: Shall section 16 as amended carry?

(Carried).

Shall section 20 as amended carry?

(Carried).

The CuAmrMAN: I presume the bill should be reprinted. Will the com-
mittee recommend that the bill be reprinted?

Hon. Mr. Stevexs: Yes, I would so move.

Mr. Howarp: Before we reprint the bill I would like to ask a few questions.
I was away yesterday, and I want to be clear about certain things. After this
bill comes into force—suppose it comes into force within the next two months—
do I understand that a company which stays out and does not come under the
agreement is not affected at all as to its interest rates?

Hon. Mr. DunNiNGg: No.

Mr. Howarp: Not at all? Take a local company in the town I am in, and
supposing it is charging 64 or 7 per cent; they will still continue to charge 63
or 7 per cent, will they?

Hon. Mr. Dun~ing: They will until some member competmg with them
forces their rate down.

Mr. Howarp: And when there is none in a town of 35,000 they will take
what they get?

Hon. Mr. Dun~NinG: There is no accounting for the peculiarities of some
communities.

Mr. Howarp: Supposing the company does come in as to the adjustments
of their mortgages, the interest rate you fix now does not affect the mortgages
except those which are adjusted mortgages or renewals of adjusted mortgages?

Hon. Mr. Du~xning: That is right, and so far as the future is concerned,
any mortgages which are made with money obtained from the bank. If your
local institution comes to the bank for money it has got to lend that money in
accordance with the conditions laid down by the bank.

Mr. Howarp: Yes, that is perfectly all right; I have not any objection to
that; but they will only have to come down to the interest rate on the money
they get from the government—on their own money they can charge anything
they like.

Hon. Mr. Dun~inG: With regard to future mortgage loans, yes.

Mr. Howarp: That is provided for according to your posted rate, like your
posted price.

Hon. Mr. DunNiNG: Yes.

er Howarp: Well, Mr. Chairman, I will not tell you what I think about.
it then

The CuAamrrMAN: Shall I report the bill?

(Carried).

The committee adjourned.
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