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ORDERS OF REFERENCE

Friday, 16th February, 1951.

RESOLVED,—That the following Members do compose the Standing 
Committee on Public Accounts : —

Anderson,
Ashbourne,
Balcer,
Beaudry,
Bcnidickson,
Beyerstein,
Blue,
Boisvert,
Boivin,
Brisson,
Browne (St. John’s 

West),
Cauchon,
Cavers,
Cleaver,
Cloutier,
Croll,
Cruickshank,
Denis,

Messieurs :

Diefenbaker,
Drew,
Fleming,
Fournier (Maisonneuve- 

Rosemont) ,
Fraser,
Fulford,
Fulton,
Gauthier (Portneuf), 
Helme,
Homuth,
Johnston,
Kirk (Antigonish- 

Guysborough),
Kirk (Digby-Yarmouth), 
Larson,
Macdonnell (Green

wood),
Major,

(Quorum, 15)

Maltais,
Maybank,
Nowlan,
Picard,
Pinard,
Richard (Gloucester), 
Richard (Ottawa East), 
Riley,
Robinson,
Sinclair,
Stewart (Winnipeg 

North),
Thatcher,
Warren,
Welboum,
White (Hastings- 

Peterborough), 
Winkler,
WrighG—50.

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

Monday, 19th February, 1951.

ORDERED,—That the Public Accounts of Canada and the Report of the 
Auditor General for the fiscal year ended March 31, 1950, which were tabled in 
the House on Wednesday, January 31, 1951, be referred to the said Committee..

Thursday, 1st March, 1951.

ORDERED,—That the said Committee be granted leave to sit while the 
House is sitting.

That the said Committee be authorized to print from day to day 800 copies 
in English and 200 copies in French of its minutes of proceedings and evidence, 
and that Standing Order 64 be suspended in relation thereto.
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Friday, March 2, 1951.

ODRERED,—That the name of Mr. Fulton be substituted for that of Mr. 
Diefenbaker on the said Committee.

Thursday, March 8, 1951.

ORDERED,—That the name of Mr. Campney be substituted for that of 
Mr. Winkler on the said Committee.

Attest.

LEON J. RAYMOND, 
Clerk of the House.



MINUTES OF PROCEEDINGS
House of Commons, Room 497, 
Thursday, March 1st, 1951.

The Standing Committee on Public Accounts met at 10.00 o’clock a.m. 
The Chairman, Mr. L.-Philippe Picard, presided.

Members present: Messrs. Anderson, Ashbourne, Benidickson, Boisvert, 
Boivin, Browne (St. John’s West), Cauchon, Cavers, Cleaver, Croll, Cruickshank, 
Fournier (Maisonneuve-Rosemont), Fraser, Gauthier (Portneuf), Helme, 
Kirk (Digby-Yarmouth), Larson, Macdonnell (Greemuood), Major, Picard, 
Pinard, Robinson, Sinclair, Stewart (Winnipeg North), Thatcher, Warren, 
Winkler, Wright.

Mr. Thatcher, on a point of order, questioned the method of election of the 
chairman.

Whereupon Mr. Picard left the Chair and the Clerk of the Committee 
attended to the election of a chairman.

Mr. Cruickshank moved, seconded by Mr. Cauchon, that Mr. Picard be 
elected Chairman.

Mr. Thatcher moved, seconded by Mr. Wright, that Mr. Fraser be elected 
Chairman.

The question having been put on the motion of Mr. Ctuickshank, it was 
resolved, on division, in the affirmative .(Yeas, 15; Nays, 5.)

Mr. Picard again took the Chair.
On motion of Mr. Cauchon,
Resolved, That the Committee ask leave to sit while the House is sitting.
On motion of Mr. Major,
Resolved, That the Committee ask leave of the House to print from day 

to day 800 copies in English and 200 copies in French of its minutes of Proceed
ings and Evidence.

Mr. Stewart (Winnipeg North) moved that Mr. Thatcher be elected Vice- 
Chairman.

Mr. Larson moved that Mr. Croll be elected Vice-Chairman.
And the question having been put on the motion of Mr. Stewart it was, 

on division, resolved in the negative. (Yeas, 5; Nays, 17.)
And the question having been put on the motion of Mr. Larson it was 

unanimously resolved in the affirmative.
The Chairman read a letter, addressed to him, from Mr. Thatcher. (See 

verbatim printed report of today’s proceedings.)
Mr. Croll moved that the Chairman proceed with the election of members 

to act with the Chairman as a steering sub-committee.
After some debate thereon and by leave of the Committee, the motion of 

Mr. Croll was withdrawn.
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The Committee then discussed its program for future sittings.
On motion of Mr. Thatcher,
Resolved, That the Committee devote not more than five meetings to the 

study of the Auditor General’s Report and thereafter proceed to the examination 
of Public Accounts of National Defence.

On motion of Mr. Wright,
Resolved, That the Chairman proceed forthwith with the selection of mem

bers to act with him as a steering sub-committtee.
The Chairman informed the members that he would communicate with Mr. 

Watson Sellar and arrange for the latter’s appearance at the next meeting of 
the Committee.

At 10.45 o’clock a.m., the Committee adjourned to the call of the Chair.

Room 430,
Thursday, March 8th, 1951.

The Committee met at 11.00 o’clock a.m. The Chairman, Mr. L.-Philippe 
Picard, presided.

Members -present: Messrs. Ashbourne, Beyerstein, Blue, Boisvert, Brisson, 
Cauchon, Cavers, Cloutier, Croll, Cruickshank, Fraser, Fulton, Gauthier (Port- 
neuf), Helme, Johnston, Kirk ( Antigonish-Guysborough), Kirk (Digby- 
Yarmouth), Larson, Macdonnell (Greenwood), Major, Maltais, Picard, Pinard, 
Richard (Gloucester), Riley, Sinclair, Stewart (Winnipeg-North), Thatcher, 
Welbourn, Winkler.

In attendance: Mr. Watson Sellar, C.M.G., Auditor-General.
In accordance with the resolution adopted at the meeting of March 1st, 

the Committee proceeded to an article by article study of the Auditor-General’s 
Report for the year ending March 31st, 1950.

Mr. Watson Sellar was called. The witness was questioned on various 
clauses of his report.

At 1.00 o’clock p.m., the Committee adjourned to the call of the Chair.

ANTOINE CHASSÉ,
Clerk of the Committee.



REPORT TO THE HOUSE

Thursday, March 1, 1951.

The Standing Committee on Public Accounts begs leave to present the 
following as its

First Report

Your Committee recommends:
1. That it be granted leave to sit while the House is sitting.
2. That it be authorized to print from day to day 800 copies in English 

and 200 copies in French of its minutes of proceedings and evidence, and that 
Standing Order 64 be suspended in relation thereto.

All of which is respectfully submitted.

L.-PHILIPPE PICARD,
Chairman.





ORGANIZATION MEETING

VERBATIM REPORT OF PROCEEDINGS
March 1, 1951.

The Committee met at 10 a.m.
The Chairman (Mr. Picard) : Gentlemen, the meeting is open. I wish, first, 

to thank you for your renewed mark of confidence in me by re-electing me for 
the seventh time as chairman of the Public Accounts committee.

Mr. Thatcher: Mr. Chairman, on a point of order: I do not think the 
practice followed in the election of the chairman of standing committees is quite 
in accordance with Beauchesne. I think any committee should be permitted to 
elect its own chairman. Under the present practice there is a meeting of all 
the members of all the standing committees, and I do not think that practice 
is regular or comes within the rules. I am raising the point just as a matter of 
formality because I think the election should be held by the committee itself.

Mr. Picard: Mr. Thatcher’s point is quite proper because in fact the pro
cedure that has been carried on in parliament for the last twenty-five years has 
not been strictly in accordance with the rules; but, as they say in the British 
house, precedence makes rules ; and, inasmuch as for the last twenty-five years 
it has been the custom to send out notices to members of parliament to assemble 
so that they would elect at one time the chairmen of all the standing committees 
it would appear that the rule is pretty well established here. However, as Mr. 
Thatcher points out, we could not verify attendance at the general meeting to 
elect chairmen of the standing committees, the members are not registered as 
is the case at meetings of the individual committees; and so, as I say, we cannot 
verify whether or not there is indeed a quorum of a committee present ; so, 
technically, Mr. Thatcher’s point is well taken, and if there is any doubt about the 
propriety of the election held then it is a reflection, by the way, on all of us.

Mr. Ceuicicshank: The government always names the chairmen of the 
standing committees.

The Chairman: That being the case I will then step down from the Chair 
and ask Mr. Chassé, the clerk of the committee, to attend so that nominations 
can be placed before the committee and a chairman elected in proper form. The 
members in attendance are registered and we have a quorum so I will step down 
and ask the clerk to take the Chair.

The Clerk : Nominations are in order, gentlemen.
Mr. Cruickshank : Mr. Chassé, I will move that Mr. Picard be elected 

chairman of this committee.
Mr. Cauchon : I second the motion.
Mr. Thatcher : Mr. Chassé, I will move that Mr. Fraser of Peterboro be 

elected chairman. I think I am permitted to speak to that motion. I so move, 
not for any personal reasons, but I would point out that in England the chairman 
of the committee has always been a member of the opposition, and I think that 
if we are to do our work effectively a member of the opposition in the chair 
would be advantageous. I might say, also, that the government 'have an over
whelming majority in this, as in other committees, if they wish to use it.

Mr. Wright: I second the motion.
Mr. Major: Before we vote on this motion I want to say to the committee 

that I am going to vote not because I live in England but because I live in Canada.
1
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Mr. Picard: Mr. Chassé, may I be permitted to say a word on the question 
of procedure in England so the record will be clear. In England they have 
followed that practice for quite a number of years; the chairman has been 
chosen from the opposition, usually the former secretary of the treasury, or a 
member of a former government, a man well versed in public finance and well 
known throughout the country, and a man whose outstanding ability is recog
nized by all parties. There is another thing also which exists in England; and 
it is that the people who are appointed on that committee do not consider when 
they get there that they have any political affiliations; and the custom in the 
past has been for that committee, shall I say, not to play politics—I am not for 
one moment suggesting, that that sort of thing takes place in our committee here.

Mr. Thatcher: You are playing politics now.
Mr. Picard: No, I am not. Nevertheless, that has not been the practice in 

this country and I think the committees are, and should be, free to choose who
ever they want to be their chairman.

Mr. Wright: Mr. Chassé, I would think that this would be a particularly 
appropriate time in which to change our custom and place a member of the 
opposition in the chair of this committee. At the present time the government 
has a rather un wieldly majority in the House—

Mr. Cruickshank: And it always will have.
Mr. Wright:—and as a consequence of that tremendous majority it has a 

majority on all committees. I think it would be a very fine gesture on the part 
of the government if they would support the nomination of a member of the 
opposition as chairman of this committee.

Mr. Picard: May I point out, Mr. Chassé, it is not the committee, it is not the 
government itself that has made that majority, it is the people of Canada; and 
such a situation has always been reflected in all committees ; members are 
appointed to committees on the basis of party representation in the House.

Mr. Fraser : Mr. Chassé, when the meeting of standing committees for the 
purpose of electing chairmen was held I was not present as I was at another 
meeting. I did not know that my name would be brought up at that time. 
However, I did know that it was to be brought up here today, and I am allowing 
it to stand as a protest against the way this matter has been handled in the 
past; but I will abstain from voting. I think that is the only fair thing to do. 
I know also that there is an overwhelming Liberal majority here, a government 
majority, and that I have no chance; but I am allowing my name to stand 
because I protest against the way the government has had control in the past.

The Clerk : Gentlemen, I will put the question on the first motion of Mr. 
Cruickshank and if that carries then there will be no necessity of putting the 
question on the second motion of Mr. Thatcher.

The question is on the motion of Mr. Cruickshank, that Mr. Picard be 
elected Chairman of this Committee.

(The motion is resolved in the affirmative. Yeas, 15; Nays, 5.)
Mr. Browne: On a point of order, Mr. Chassé, is it usual to have these 

votes taken by a show of hands or by secret ballot?
The Clerk : By a show of hands, unless some member asks that the vote be 

recorded ; in which case I then record the names.
I declare the motion for the election of Mr. Picard carried, and I would ask 

him to take the Chair.
Mr. Picard in the Chair.
The Chairman : Gentlemen, I thank you a second time ; and now, let’s get 

down to work. At the first meeting it is usual for a member to move for the 
committee to ask leave of the House to sit while the House is sitting.
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Mr. Cauchon : I would so move.
The Chairman : Are you ready for the question?
Carried.
Mr. Browne: Mr. Chairman, on a point of order. Has a vice-chairman 

been appointed?
The Chairman : I am coming to that in just a moment, Mr. Browne. It is 

usual for us to deal with these routine motions first. There is no rule for that 
but it is usually done in that way.

The next motion in order would be for someone to move that the committee 
ask leave of the House to print from day to day 800 copies in English and 200 
copies in French. We are reducing the number to be printed slightly from what 
it was last year in the interests of economy ; and also because of the request of 
the King’s Printer that we do so on account of the shortage of paper.

Mr. Major: I will so move.
Mr. Fraser: Do you need that many copies?
The Chairman : I have been informed that the distribution office last year 

had a call for about 700, and they tell us they need a margin of 100. Shall the 
motion carry?

Carried.
The Chairman: Now, I think the time has come for the committee to 

select a vice-chairman.
Mr. Stewart: I would move that Mr. Ross Thatcher be vice-chairman.
Mr. Larson : I would move that Mr. Dave Croll be vice-chairman.
The Chairman : The first motion is by Mr. Stewart, who proposes Mr. 

Thatcher as vice-chairman, and under the rules he is entitled to have his motion 
put first.

Those in favour? Those against?
I declare the motion lost.
The Chairman : Mr. Larson moves that Mr. David Croll be elected as 

vice-chairman.
Carried.
Now, some little time ago, on February 22, I received a letter from Mr. 

Thatcher addressed to Mr. Louis P. Picard, Chairman of the Public Accounts 
Committee—

Some Hon. Members : Oh, oh.
The Chairman: So on the 22nd I was probably the chairman.
Mr. Fraser: We knew that March 1 was going to be stormy.

By the Chairman:
Dear Sir:

I understand that according to the rules of the House, I must direct 
this letter to you.

I am anxious to have the Public Accounts Committee called at the 
earliest possible moment—in order to deal with the accounts of the 
Department of National Defence.

Yours truly,

(Sgd.) W. Ross Thatcher, M.P.,
Moose Jaw.”
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I answered Mr. Thatcher the next day in the following words:
Dear Sir:

Your letter of February 22 requesting an early meeting of the 
Public Accounts Committee is hereby acknowledged. Prior to receiving 
same, the first meeting of the committee had been set for Thursday, the 
first of March, at 10 a.m.

And I did not sign as chairman of Public Accounts; I just signed my name.
Now, gentlemen, at this time it is customary for the committee to decide 

on its agenda. We have one proposal here, that is to go into the accounts of 
the Department of National Defence. Are there any other suggestions?

Mr. Croll: Mr. Chairman, had you not better arrange for a steering or 
agenda committee before dealing with the actual agenda? It has been the custom 
in the past to refer these matters to the agenda committee.

The Chairman : My point in not mentioning it is not a reflection on anyone, 
far from that, but last year we did select a steering committee. As you know, the 
steering committee sits in camera and, when we came before the whole committee, 
members objected to what had been decided—on the propriety of the decisions— 
and the fight started all over again.

Now, we all know what we want. My suggestion, and certainly a humble 
suggestion, is that we clear the matter up right away. I know it is customary 
to appoint a steering committee but, since it happened that last year when we 
had the steering committee whatever was decided by the steering committee was 
the cause of long discussion, I thought we might deal with the matter now in the 
committee.

Mr. Wright: I think you are perfectly right. The whole body should decide 
what is to come before the committee and then when the agenda committee is 
arranged it can decide procedure.

The Chairman: There is no need for one because we will do the work right
here.

Mr. Wright: No, I think there is need of an agenda committee on matters 
of procedure and to deal with certain witnesses we want to call. I think it is 
necessary to have an agenda committee but I think this committee should give 
certain instructions to it.

The Chairman: Usually the purpose of an agenda committee is only to do 
what you just suggested and I suggest that once the decisions are taken by the 
committee the chairman makes arrangements to get witnesses and the only 

'object of a steering committee is to decide on an agenda. If we decide that here 
we do not need a steering committee. The discussion is open, unless somebody 
wishes to make a formal motion.

Mr. Croll: I move that the chairman appoint an agenda committee. It 
has been customary for the chairman to appoint that committee in the past.

The Chairman : Mr. Croll moves that an agenda committee be selected 
that the choice of the members be left as in the past to the chairman of the 
committee.

Mr. Fraser: I would like to make an amendment to that motion, that those 
words be struck out and that this committee right now decided that they go 
into defence expenditures.

The Chairman : That is not an amendment it is a counter proposal.
Mr. Benidickson: I was going to suggest that I agree with the chairman. 

We are all here and I think at the first meeting of this committee it would be 
desirable that we hear from as many members as possible as to their hopes of 
accomplishment for this committee during the coming session. For that reason
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I propose to vote against Mr. Croll’s motion at this time. The chairman may be 
right in suggesting that we can continue to meet as a committee of the whole to 
decide our program throughout the year. I rather doubt that but I certainly 
think at the first meeting we could defer the setting up of an agenda committee 
whose main job is to decide on the precedence of evidence and, for that purpose,
I just indicate now that I propose to vote against Mr. Croll’s motion.

Mr. Croll : Let this be understood. My thought was that although we 
should set up an agenda committee perhaps here today the members can express 
their views as to what topics they want brought up. There will be further 
inter-party discussion and1 no decisions made at the moment. Those matters, 
however, will be sent to the agenda committee and planned. Unless you have 
planning beforehand you will find that this committee will roam all over the place.

Mr. Benidickson: You may be perfectly right but I think your motion is 
premature and for that reason I propose to vote against it.

Mr. Macoonnell: Are there not two points: first, whether we want an 
agenda committee ; and1 second what its duties are? I have listened to what has 
been said about the danger of discussions first here and then in the agenda com
mittee. However, I suggest, as Mr. Croll suggested, that it might be useful from 
time to time to have such a committee. We do not divest ourselves of the power 
to do anything and we don’t delegate it to that committee.

The Chairman: I think Mr. Benidickson’s suggestion might be appropriate 
that we first get the views of the members as to the agenda and then later on if 
we decide it is necessary we can appoint the steering committee. I have no 
personal feelings.

Mr. Sinclair: Did I understand the suggestion is that the first item should 
be National Defence?

The Chairman : That has come from a letter I read a moment ago which I 
received from Mr. Thatcher. Then Mr. Croll got up and made a proposal that 
we could leave the choice of the agenda to a steering committee. I objected to 
that and said that last year we had a steering committee and wdiatever was 
decided there was brought back before the committee and discussed for a long 
time. We were never satisfied, so I thought we would have the whole discussion 
in the open and get away from that situation.

Mr. Sinclair: The very purpose of a Public Accounts committee is, first of 
all, to consider the public accounts and the recommendations of our servant, 
the Auditor General. Surely we should first consider the Auditor General’s report 
and then go into whatever department the committee as a whole or the steering 
committee decides. Surely it should not- be left to a steering committee to decide 
to consider our first responsibility, the report of parliament’s servant, the 
Auditor General.

Mr. Benidickson : I think it is quite appropriate that we have points of 
view of that kind at this time, and we have all morning to listen to these points 
of view.

Mr. Macdonnell: That is what happened last year. We spent so long on ‘ 
the Auditor General’s report—

The Chairman : On the Auditor General’s report we spent only five meetings. 
We spent a- lot of time on a memorandum submitted by the Auditor General.
It is up :to US' not to ask him to submit a memorandum but to ask him to come 
here and go over his report which we covered last year in five meetings, The 
report itself was covered in only five meetings and the other time we spent with 
the Auditor General was on the memorandum he had prepared. He had asked 
permission to submit his views on the estimates. As Mr. Sinclair has just sug
gested the point here is that we should go into the Auditor General’s report, but 
it is not the same thing as last year.
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Mr. Wright: The Public Accounts committee of this House has not met 
every year. It has only met when something has been referred to it—

The Chairman : I am sorry, I did not catch that.
Mr. Wright: The Public Accounts committee has not met every year. It 

has only met when something has been referred to it either by the House or by 
way of a letter written by someone asking that the Public Accounts committee 
be called together. Last year a letter was received by the chairman asking that 
the committee be called for a specific purpose, to go into the accounts of the 
Canadian Commercial Corporation and the defence department.

The Chairman : The Canadian Commercial Corporation only. Last year 
there was a letter from Mr. Stewart. I can bring the letter; it said Canadian 
Commercial Corporation only. I am quite positive of that.

Mr. Stewart : I think it also said national defence.
The Chairman : I have the letter in my files in my desk.
Mr. Wright: I think I have the floor.
The Chairman : Yes.
Mr. Wright: The committee had 32 meetings and we never reached the 

objective for which the committee was called together last year, namely, the 
particulars set forth in the letter you received asking that the committee meet. 
Now, again this year we find the same thing taking place. We find this com
mittee is called together as a result of a letter written to you as acting chairman, 
as you were not chairman at that time. Now we find the committee again 
apparently being diverted from the purpose for which the letter asked that it 
be called together. Now, I do not think that that is good procedure in a public 
accounts committee. I think as a private member of parliament, that any member 
has the right to ask the public accounts committee to investigate anything which 
he may think should be investigated. It does not necessarily mean that he is 
implying that there is something wrong.

In the defence department and through the Canadian Commercial Corpora
tion we are spending hundreds of millions of dollars and I think that this com
mittee might very well spend its time in checking those expenditures. I do not 
see why we should go into all of the public accounts. We simply cannot cover 
all of the public accounts. We have got to concentrate on some particular 
matters. That objective was set last year as well as this year by means of a 
letter written to the chairman of this committee asking that we meet for a 
specific purpose.

There was objection when I used the word “side-tracked”—that the com
mittee was side-tracked last year—but certainly if it was not side-tracked, it 
was diverted. (

The Chairman : The committee itself was not side-tracked because it was 
the committee which decided to do that.

Mr. Wright: I know, Mr. Chairman, but the purpose for which the cam- 
mittee was called was diverted to some other objective. I am afraid that the 
same procedure will be started again and I do not think it is good. It would 
mean that public confidence would be lost in democratic procedure and in parlia
ment if a member of the House cannot have an opportunity to bring up some 
particular matter which he would like to have investigated by this committee

Mr. Fraser: Mr. Chairman, on more than one occasion the late Mr. King, 
when talking about public accounts, distinctly said that any member could, 
on his own, ask that the public accounts committee be called and that a specific 
item be discussed at that time.

Mr. Thatcher: Mr. Chairman—
The Chairman: Are you finished, Mr. Fraser?
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Mr. Fraser: Yes, Mr. Chairman, but I remember Mr. King saying that on 
more than one occasion.

Mr. Thatcher: Mr. Chairman, I think I was the one who wrote that 
letter.

The Chairman : This time !
Mr. Thatcher: Yes. Should not this committee, in principle, decide whether 

or not it is going to go into the question? It is my right as a private member 
to ask that the committee consider it. I have no objection to a steering committee 
being set up; but I think, in principle, we should decide what we are going to do.

The Prime Minister, in the House this year, did give assurance to opposition 
members that we would have an opportunity to go over national defence public 
expenditures. There is no harm in the Parliamentary Assistant’s suggestion that 
we spend some time on Mr. Sellar’s report. The only thing I am afraid of is 
that if we spend as much time this year as we did last year on that matter, half 
the session will be gone. I think we should pin-prick our work and take this 
one department and do a thorough job on it. I think we should, first of all, 
in principle, decide whether we are going to go into national defence.

Mr. Cruickshank: Mr. Chairman, what are we to discuss unless it be the 
Auditor-General’s report?

Mr. Thatcher: Public accounts, Mr. Chairman.
Mr. Cruickshank: You have gone rusty!
The Chairman : It is not a question of whether or not the committee wants 

to go into a given department at this particular moment. I read this letter. It 
is up to the committee to decide what it wants to do. I am sure the only point is 
what the order of precedence is to be. Does the committee want to do something 
else or does it want this matter gone into now? This is the time for members of 
the committee to express their views, and following that we can see what the 
general consensus is.

Mr. Macdonnell: Mr. Chairman, I observe that Mr. Thatcher has said 
that as far as he is concerned if we want to spend a modest amount of time on 
the Auditor-General’s report he would not object. Personally I do think that 
considerably less than five meetings would be sufficient. Does anyone here 
doubt that the defence department’s estimates are immeasurably more important 
than any other matter that can possibly come before this committee for several 
years? I need not go into them. I cannot believe that any of us would doubt 
that.

The Chairman : You are right.
Mr. Sinclair: Mr. Chairman, what defence estimates have we got before us? 

We have before us the public accounts of 1949-50.
Mr. Macdonnell: That is one of the questions I was going to raise. You 

arc saying that what we are to deal with is something that happened a year ago 
March. 1950.

Mr. Sinclair: I did not say that!
Mr. Macdonnell: I was going to ask Mr. Thatcher what he intended. Are 

we interested only in what happened up to March 1950, a year ago?
Mr. Cruickshank: How can you consider anything else?
The Chairman : The public accounts committee has for its work the review

ing of the Auditor-General’s report and the public accounts of Canada for the 
year ending March the first, 1950. That is the consensus of the committee ; to go 
over the expenditures which have been audited by the Comptroller of the 
Treasury and the Auditor-General, and to consider the report of the Auditor- 
General. That is our only work, the only thing we are empowered to do.
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Mr. Macdonnell: That is so, Mr. Chairman. That is my impression too. 
But what was troubling me was that somebody has already quoted remarks of 
the Prime Minister which appeared to indicate—whether or not as a special 
concession—that this year this committee would be enabled to go into current 
account'. I may be wrong, but that was my understanding. Perhaps whoever 
quoted the Prime Minister would correct me.

The Chairman : He said the public accounts of the Department of National 
Defence. And I think that unless the rule of the House were changed—the House 
always has the right to refer anything to us—the practice is to go into the public 
accounts. I think the Prime Minister said that the expenditures of the Depart
ment of National Defence could be brought before the committee in due course. 
I think that was his statement.

Mr. Browne: Up to date?
The Chairman : We cannot bring them up to date, because they are not 

audited by anybody.
Mr. Croll: Mr. Chairman, I withdraw my motion.
Mr. Thatcher: Mr. Chairman, I move that the principal business of the 

committee be that we first go into the Auditor-General’s report on defence items, 
and then go specifically into national defence.

The Chairman : Would you put that motion in writing, Mr. Thatcher? It is 
important that it be in writing in case any amendments are in order. The 
members will then know the exact wording of the motion.

Mr. Cruickshank: What is the motion?
The Chairman : We do not know yet. Mr. Thatcher is putting it in writing. 

While the motion is being drafted anyone who has heard it or understood it 
might in the meantime speak on it if he wishes to say anything.

Mr. Benidickson : I am not able to support Mr. Thatcher’s motion as it is 
now stated because I think Mr. Sinclair is perfectly correct in stating that our 
first act should be to examine the Auditor General’s report. Now, having said 
that—

Mr. Fraser: May I interrupt you a moment?
Mr. Benidickson: —having said that, I was going to say that I was very 

disappointed with the agenda that took up so much. time during last year’s 
sessions of the Public Accounts committee, although I was a member of the 
agenda committee I want to say that when we first assembled a year ago I felt 
this committee could do nothing better than follow the suggestion that was 
advanced by Mr. Stewart, that we do examine the expenditures of the Department 
of National Defence. In other words there is a feeling among the people 
that a lot of money is being spent by the government, a government, any govern
ment. I feel that instead of a lot of expeditions into policies and methods of 
administration that we have a duty to examine something in a concrete way, to 
see if we can establish confidence in our minds that those in charge of these very 
big enterprises are carrying them out with the greatest possible respect for the 
taxpayer’s money. Now, I feel that that imposes a great responsibility on the 
members of this committee, both opposition and government, to challenge expen
ditures, and if they see expenditures being made that should not be made I feel 
they should take the responsibility for saying that those expenditures should be 
cut out. I hope that instead of taking items in total and saying so much money has 
been spent on travelling expenses or so much money has been spent on public 
relations activities that we would go to the roots of those things and take the 
responsibility for saying this or that is unnecessary as the case may be. I do 
not think it matters whether we examine the accounts for 1951 or those for 1950. 
Let us make a start. I am assuming that inasmuch as we have not got audited
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statements in a printed form we cannot examine accounts of the Department of 
National Defence other than those ending in the year 1950, but I say if we examine 
those and we find confidence in those expenditures I think it will be something 
that the public will appreciate ; they will recognize that the people in charge of 
defence at that time are very much the same people who are in charge today. 
Now, I think that would be a very fine thing to do in view of the increased expen
ditures and the increased burden which will, as a result, fall upon the taxpayers.

Mr. Browne: Mr. Chairman, may we hear the motion now?
The Chairman : Moved by Mr. Thatcher, seconded by Mr. Wright, that 

the committee discuss the Auditor General’s report for not more than five 
meetings and then proceed with the public accounts on National Defence.

Does anybody want to speak on this motion, or do I call the question now?
Mr. Ashbourne : What about Mr. Croll’s motion?
The Chairman : Mr. Croll has withdrawn his motion. The question is on Mr. 

Thatcher’s motion. All those in favour will please raise their hands.
I declare the motion carried unanimously.
Mr. Cruickshank: I do not see how we can set up a deadline.
The Chairman : It is not unanimous but I declare the motion carried. Shall 

we now consider the question of a steering committee or shall the chairman 
just call the witnesses? The Auditor General will be called before us, and the 
meeting will stand adjourned to the call of the chair. Unless there is objection, 
the first witness for five meetings or less—if we finish with him in less than that 
time—will be the Auditor General. We will consider the Auditor General’s report.

Mr. Croll : Mr. Chairman, do you not think we ought to have a steering 
committee?

The Chairman : It is up to you, but the steering committee would be set up 
to do the work we have done now. The Chairman now has nothing left to do but 
to call the witnesses, and that is what the clerk does.

Mr. Benidickson : I do not think that is entirely the result of the discussion. 
I will now be prepared to support Mr. Croll’s motion and for this reason that we 
have limited ourselves to five meetings. I have seen from experience how easy 
it is to devote a considerable time by getting into a longer discussion than 
necessary on some few items, such as a discussion on the first five items out of 
seventy or eighty in the public accounts report. Now, in view of the fact that 
the chairmanship was contested today I think it would be very advisable to 
set up an agenda committee ; that committee could look over Mr. Sellar’s report 
in advance and, with the chairman, see if they could not in their own minds 
try and ration out the discussion based on Mr. Sellar’s report. As you can 
appreciate, the members of the opposition would have representation on that 
agenda committee and therefore would be, with the chairman, in a position to 
decide what is to be taken up.

Mr. Croll: That is very dangerous of this reason: we have a majority on 
that committee and the minute we start rationing we are the people who are 
doing the rationing.

The Chairman : I think so. We ought to leave that to the full committee 
at least until we get through with the Auditor General. I know I would not like 
to be a member of the steering committee that would limit one meeting to so 
many articles and another to so many other articles of the report.

Mr. Benidickson : I suggested it as a measure of fairness.
The Chairman: It might be acceptable to members but the minority may 

feel that they have been deprived of some rights. We know what the report is, 
we have time to look into it before the Auditor General attends, and until such 
time as we finish these five meetings we should have the Auditor General before 
us and go ahead with the study of his report.

81751—2
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Mr. Robinson : There is one other point, Mr. Chairman. I am quite certain 
that it would not be the wish of this committee to take any senior officer from a 
very essential job to spend time before the committee unnecessarily and I think 
in that respect a steering committee might be helpful in deciding how that could 
be done without any interruption of essential services if it is a question of 
bringing senior officers before the committee. I think the steering committee 
might be helpful in that respect.

Mr. Sinclair: When you speak of senior officers you are talking of senior 
officers of the services, not senior officers of any administrative department?

Mr. Robinson : That is right.
Mr. Winkler: I think a steering committee would be very useful in case 

anything unforeseen comes up.
Mr. Wright: I really think a steering committee would be helpful; other

wise, we w'ould have to take the responsibility of calling witnesses whom we 
might want to have appear before us.

The Chairman : My view was that this motion applied only for the first 
five meetings. If you want to appoint a steering committee, alright.

Mr. Wright: I move that a steering committee be appointed.
Mr. Boisvert: I will second that motion.
The Chairman : It has been moved by Mr. Wright and seconded1 by Mr. 

Boisvert, that the chairman select a steering committee to advise him on the 
question of agenda.

Carried.
Shall we then adjourn to the call of the chair?
Mr. Major: Before we adjourn may I suggest that when we consider Mr. 

Sellar’s report we deal with it straight through from item 1, consecutively, and 
not jump from one item to another the way we did last year. It would seem to 
me that in that way we would make better progress on that phase of our work.

The Chairman: That was the practice last year when we dealt with the 
report in five meetings.

Mr. Wright: Can’t there be some indication from the chair as to when 
we may have our next meeting?

The Chairman : Probably early next week. I shall have to get in touch 
with Mr. Sellar. In the meantime we will adjourn to the call of the chair.



MINUTES OF EVIDENCE

March 8, 1951.

The 'Committee met at 11 a.m.
The Chairman : Gentlemen, the meeting is open.
The steering committee met at ,10:30 o’clock this morning, and Messrs. 

Cauchon, Croll, Johnston, McDonnell, Thatcher, Winkler and myself were 
present. It was unanimously agreed that we would start on the report of the 
Auditor General immediately and proceed article by article. It was also agreed 
that we would assume that members have read each article of the report and that 
we would not ask the Auditor General or the Chairman to read out each of the 
paragraphs ; that the Chairman would call number one, number two and so on, 
and any questions on that paragraph "would be in order, questions relating to 
any matters concerned in that item; and that the questions would be limited 
to the item under review. Suppose we are dealing with an item which concerns 
agriculture, we will limit ourselves to what is in that item and not spread out 
to the whole of the department, in order that we can get througjh within the 
limit of time set. to the committee for compleing the work on the report of the 
Auditor General. That was the unanimous agreement of all members of the 
steering committee; and, as you know, all parties are represented on the agenda 
committee.

Mr. Sinclair: Mr. Chairman, if the question was one, let us say on agri
culture, who would be here to represent that department?

The Chairman : Just the Auditor General himself. We are asking him 
questions as to why he put this or that in his report. We would want to get 
through with his report in five meetings, unless someone made a motion that it 
was highly advisable to get a particular item of information, let us assume it was 
on agriculture—I mean, that might have been raised. I assume it was the 
intention of the members that we have just the Auditor General as a witness 
and have him go through his report. Should any member require a statement 
on a particular item I suggest that he might make a motion that we call the 
appropriate official to be heard at a time that would be agreed on by the steering 
committee. The steering committee agreed to call the Auditor General himself 
and to limit questions to each item seriatum, and to confine questions and dis
cussion to matters that are included in the individual item. It was also agreed 
that once we were through with the work on the Auditor General’s report the 
agenda committee would meet again and arrange for the appearance of witnesses 
from the Department of National Defence.

Now, we will call Mr. Sellar:

Mr. Watson Sellar, Auditor General, called:
The Chairman : Now, gentlemen, number one, that is to say the item on 

page 2 of the Auditor General’s report. His report is at the end of the blue 
book. Are there any questions on item one?

By Mr. Macdonnell:
Q. There are two cases that you comment on there, one of them is the 

custodian of enemy property ; and the Auditor General points out that, unlike 
these others, there is no report presented to Parliament. I would like to ask

11
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why that is so. Also, why are the Yukon accounts not tabled?—A. I am very 
glad Mr. Macdonnell has brought that point up because the sentence in my 
report dealing with the custodian of enemy property may be misleading. Up 
until 1947 the custodian of enemy property was under no obligation to report 
to the House of Commons and it "was not the practice to make one. In 1947 
there was the legislation called Trading With the Enemy (Transitional Powers) 
Act, which requires the custodian to make an annual report on his operations. 
The custodian makes a report on those operations and the report for the year 
which is now under review was tabled in the House of Commons on the 14th of 
March. That review did not include the Auditor’s report because the audit was 
not completed as of that date. We are always delayed by reason of the fact that 
we have to get the reports from the various custodians throughout Canada who 
hold securities and other property, and our report was not signed in time to be 
included. However, the report of the custodian did include a statement regard
ing the financial transactions, and you can accept that report as setting out all 
the material things that were set out ultimately in the Auditor’s statement. So 
far as the Yukon Territory is concerned, sir, they operate independently of the 
government of Canada. There is a special Yukon consolidated fund and they 
operate as a separate entity, but by law the Auditor General of Canada audits 
their funds.

Mr. Thatcher: Mr. Chairman, last year the committee made a recom
mendation to parliament concerning these Crown corporations, and there is a 
recommendation on page 1013 of the evidence of last year which says:

Your committee is of the opinion that the yearly report of every 
Crown corporation should be referred for study to a select committee of 
the House.

I wonder if either the Chairman or the Auditor General could tell me whether 
that has been done in any case; and, if not, whether it will be done?

The Chairman: It will be for some member of the government to inform 
us whether it has been done, or if the government intends to carry out the sug
gestion contained in the recommendation from our committee. I do not think 
that either the Auditor General or myself is the proper person to answer that 
question. We do not know the intentions of the government. The committee 
has made a report and that report is before the government. Your question is 
one which should be put on the order paper in the House, but I do not think the 
Auditor General or myself could answer it now.

By Mr. Thatcher:
Q. Well then, perhaps the Auditor General could tell me whether any of 

these companies listed here came before any parliamentary committee in the 
past year?—A. All of them were audited by me, sir. Their accounts are in the 
blue book before you.

Q. Are any of them coming up for scrutiny before any committee of par
liament that you know of?—A. Other than this?

Q. Yes.—A. We know that the Canadian National Railways, for example, 
come here every year.

Q. I mean companies of the kind you have listed here; have any of those 
companies come before a parliamentary committee?—A. Not other than this 
one, sir.

Q. That means then that the only scrutiny they get is what you give them, 
is that correct?—A. And this committee. You examined practically all of them; 
you asked questions last year with regard to a very large number of these com
panies that are in the list there.
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Q. Of course, this committee has not the time to do it properly. Mr. Chair
man, I would like to suggest again with regard to these Crown corporations some 
of which have the power to borrow public funds, and many of which have the 
same special immunities which are enjoyed by the Crown—some of them I know 
are concerned with our war effort, and their efforts I think will probably become 
more serious if we do reach a stage of war—surely, Mr. Chairman, it is not 
unreasonable to ask that these companies should come before a parliamentary 
committee of some kind. I think that is the recommendation we made, and 
I think we should make it again, definitely; if we can as a result of suggestions 
save the Canadian taxpayers maybe hundreds of thousands of dollars. I think 
we should make it imperative that some scrutiny should be given to them, and 
this Public Accounts committee cannot do it properly or adequately.

Mr. Macdonnell: May I just say that, as you will recall, a recommendation 
of that kind appeared in the report of this committee. The committee spent a 
lot of time and did a lot of work on that phase last year. I think you are 
perfectly correct in saying, Mr. Sellar, that you cannot answer for the government 
on matters of policy, but might we not expect after all the work which was 
done by this committee, that after they make a recommendation of that kind 
we will at least get an answer and not have to go and raise the question on the 
orders of the day or put it on the order paper in the House. I mean, it makes one 
wonder whether these committees are taken as seriously as we would like to 
think they should be.

Mr. Sinclair: I would suggest that the matter is one which might very well 
be brought up when the revision of the act is up in the House later this year. 
I can assure you, Mr. Chairman, and the members of the committee, that 
certainly suggestions made by a committee of this sort are very very carefully 
studied by all those dealing with these matters; and, speaking for myself, I 
can assure you that that is so.

The Chairman : It is not for me to suggest to members that they should 
ask questions in the House, but I do think that Mr. Thatcher’s question is one 
which should have been put to the Minister of Finance in the House, or to the 
Prime Minister. It is not for me to say whether they intend to carry out these 
suggestions or recommendations. The committee has gone as far as it has 
powers to go in making the recommendation that it did. It is a question of 
government policy and, as I see it, it is not one that comes within the scope 
of our authority at all. So, as you have mentioned it, I suggest that you might 
ask the Minister of Finance, or whoever it is, in the House whether it is the 
intention to comply with the recommendation made last year by this committee, 
to refer these reports to a special committee. It is not open to us to act on it 
any more than we did last year. We made a report. As Mr. Macdonnell 
graciously said, I made the first draft myself and I included that in the first 
draft and then it went before the committee. It is your view that it might be 
appropriate that these matters should be referred to a special commitee ; but I 
just want to point out that it is up to the government to decide what they are 
going to do, and only a member of the government can indicate what their 
intention is.

By Mr. Thatcher:
Q. I wonder if Mr. Sellar could tell the committee in round figures what 

the total investment of the taxpayers is in these different companies?—A. I 
am sorry, sir, I haven’t got the figures. I can bring them together for you.

Q. I wonder if you could get that information, for instance, in connection 
with the Polymer Corporation. There are millions of dollars invested in that 
Corporation, and so far as I know, there is no way of going over their revenues
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and expenditures from year to year. Theoretically, it is up to the committee 
to review that, but I have never seen any of the Polymer accounts in any way 
in which questions could be asked about them, except for items in the estimates, 
and things like that. It simply is not practicable to give that company a blank 
cheque—and you have the same thing with many others.

The Chairman: If you would prefer to take Polymer ahead of National 
Defence, all you have to do is to make a motion in the committee. As you know, 
we have a big task ahead of us, but if you think that Polymer is more important, 
it will be up to the committee to decide which they prefer to take.

Mr. Thatcher: Mr. Chairman, you are being facetious. I understood that 
they would go to a select committee.

The Chairman : As I say, we have a pretty big load here right now, and if 
we are to attempt to do that—

Mr. Thatcher: If we were to sit twenty-four hours a day, six days a week 
here in this committee from now until the end of the session we could not go 
over all these companies.

The Chairman: That is right. My answer is not restrictive. I did not say 
we should not take these matters up before a select committee. All I say is that 
if we wanted to we could do it in this committee, if we gave preference to that 
heading instead of to another. I agree with you that it was suggested last year 
that these matters be referred to a special committee. It is up to the Govern
ment to indicate what they want to do.

By Mr. Thatcher:
Q. If one of these companies wanted to borrow money are there any restric

tions? Can they go out and borrow an unlimited amount? What restriction is 
there on their borrowing capacity—speaking of any of the Crown corporations?— 
A. The only company which has any borrowing power—you are speaking of 
borrowing from the bank or the public—is the Canadian Wheat Board; all the 
rest of them are dependent on the Consolidated Revenue Fund.

Q. Suppose this Polymer Corporation decided that they needed two or 
three million dollars in a hurry, do you mean that they would have to go to. the 
minister and get an order in council, or come to parliament and get a vote to 
borrow that money?—A. There would have to be an appropriation.

Q. They cannot borrow on their own?—A. No.
Mr. Fraser: I suppose they would not have to go to parliament.
The Witness: There would have to be an appropriation. The Minister of 

Finance only has the power to loan up to $500,000 in the case of any company, 
under the provisions of the Government Companies Operations Act, that is 
the limit.

Mr. Fulton: Is that the total amount or the amount to each company?
The Witness: $500,000 to each company.
Mr. Boisvert: But they can borrow from the government, through the 

Minister of Finance, up to $500,000?
The Witness: They can go to the government for up to $500,000.
The Chairman: Are we through with questions on item one?

By Mr. Macdonnell:
Q. Have there been any occasions, to your knowledge, where any of the 

companies have been embarrassed by not being able to get the money they 
needed?—A. No.

Mr. Boisvert: Mr. Sellar, is there any particular reason why the accounts 
of the custodian of enemy property are not presented to the House of Commons?
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The Witness: T am sorry, sir. A moment ago when I answered a similar 
question I faced Mr. Macdonnell. A report by the custodian of enemy property 
has been presented to the House of Commons since 1947. That is required by the 
statute. But the auditor’s statement cannot be included in the report because 
the audit is not completed by the time the report of the custodian is presented 
The custodian in his report last year set out his financial transactions which, when 
we completed our audit, we found was reconcilable with the information he has 
given. What I was referring to, and what I am dissatisfied with in my wording 
of the report, is this; I should have said that the audited statements are not 
printed in the Public Accounts. The custodian does present his report and it 
includes the financial transactions in a quite extensive fashion.

The Chairman: Item 2:
Carried.
Item 3:
Carried.
Item 4:
Carried.
Item 5:
Mr. Fraser : On this item 5, Mr. Chairman : as I recall it, starting with 

last year, the Department of Transport had a revolving fund set up. Would 
that take care of things such as we find here? He said:

However, had the year-end issue of stores, to the amount of $17,256, 
from the Department of Transport stores account been recorded as 
charges, vote 453 (Departmental Administration) would have been 
exceeded by $10,480 and votes 456, 461 and 465 by small amounts.

Well now, would this new fund which was set up, I think just this last year, take 
care of things of that kind?—A. No. The legislation of last year increased the 
amount which the Minister of Transport had available to use for the purpose of 
purchasing stores throughout the year. In parliament there was some discussion 
as to the method employed in controlling the funds and the Minister of Trans
port gave an undertaking that the system was being reviewed! by his own officers 
and officers of the comptroller of the treasury, and also by my office, and that 
he was hopeful that this sort of thing would not recur. This arises out of the 
fact that issues are made all over the country from points ranging from Prince 
Rupert to Halifax. At the year end they may be running over on some particular 
item; for example, in one particular case, the item for fuel might be over-drawn— 
I do not think you need to worry about it. I had to bring it to your attention. 
I do not think it is anything you need worry about.

Mr. Macdonnell : I notice, on item 5, Mr. Chairman, that the Auditor 
General makes a suggestion. He says:

In a revision of the Consolidated Revenue Audit Act, consideration 
might be given to directing that this annual listing be repeated in the 
public accounts, because refunds and remissions are of audit concern 
only when irregularly made.

Now, it is a small point, but there is a suggestion there, you go on record as 
being in favour of a revision?

The Chairman : Yes. I am not sure; of course I cannot speak for the 
Treasury officials; but I understand the matter is now under review in the 
Department of Finance and that this is being considered as an amendment to the 
Audit Act. We might make a note to report on it but before we have time to 
report the bill might have reached the House. We will make a note of it for 
future reference.
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The Witness : Might I add that in my report this year you will find quite 
a number of paragraphs which are related to the expected revision of the Con
solidated Revenue and Audit Act. They are not in there by way of criticism 
but rather for the sake of information so that members may have an opportunity 
of familiarizing themselves with these matters if they think they are of impor
tance, when they come to consider that bill. I am not criticizing the items in 
particular. I knew that this bill was coming up, therefore I put them in.

The Chairman: Page 4, Item 6. Are there any questions? Then item 7?
Mr. Macdonnell: I would like to ask if the Auditor General could give us 

details of the decrease of $16 million odd under the heading of “Return on 
Investments’’? Or is that something which we should have looked up for 
ourselves before we came here?

The Chairman: Where is that, please?

By Mr. Macdonnell:
Q. I refer, Mr. Chairman, to the item entitled “Return on Investments”, 

which is to be found in line 4 of Item No. 7, and which shows a decrease of 
$16,360,000.—A. Mr. Chairman, that arose in the main through the sale of 
securities which were held as temporary investments of the government of 
Canada.

Q. Under some one department, or just in general?—A. During the war 
years the Minister of Finance had a security investment account. He was 
permitted by order in council to make temporary investment of idle balances in 
the consolidated revenue fund so that they would be earning money. He accum
ulated quite a lot of money. Some of these securities matured and they were 
redeemed. In effect, therefore, they ceased to produce interest.

Q. You mean he bought them at a premium?—A. He may have bought some 
of them at a premium. He bought them on the market, some at a discount and 
possibly some at a little over, at a premium; but they were paying 3 per cent 
interest. Of course, when he sold them, that source of income disappeared.

By Mr. Fulton:
Q. Did he invest that money in government bonds?—A. Oh, yes, govern

ment bonds.

By Mr. Macdonnell:
Q. It was' my understanding that we had been maintaining the price of our 

government bonds so that they would never go down.—A. It was not a support 
of the market proposition. It was to keep idle money earning interest. For 
example, he would float an issue during the war of, let us say, two or three billion 
dollars. He would not need all that money at once. And if it lay idle in the 
bank, he would get no return on it. But if he put it out into government 
securities, he would get 3 per cent interest.

Q. Then this $16 million odd represented returns on money which was only 
temporarily available; and when it became needed for a certain purpose, it 
would have to be spent?—A. It was converted.

By Mr. Fulton:
Q. What effect does it have on the revenue and expenditure picture of the 

country, when you invest your money in securities and pay yourself interest on 
it and then show that interest as revenue?—A. You have to do it. You have to 
show the interest paid on debt to the public as an amount which you pay out; 
and on the revenue side you show what you get in yourself. It is a cross entry, 
but you cannot avoid it.

Q. It is cancelled out?—A. Yes, and you cannot avoid it.
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By Mr. Macdonnell:
Q. I notice a reduction of $26,065,000 under the heading of “Manufacturers’ 

Tax on Beverages”. Would that be due to lessened consumption?—A. I think 
that happened as a result of the repeal of the tax.

Q. I suppose so. But I had hoped it was due to lessened consumption.
The Chairman : Are there any more questions on Item 7? Now, Item 8.

By Mr. Fraser:
Q. Mr. Chairman, with respect to the item “Settlement with United States 

on Munitions, Inspections Account”, could we have it explained what that 
covers ?—A. During the war; Canada and the United States had an agreement 
whereby there was joint inspection. And when it was all over, in settling the 
relative amounts payable by each for these inspections, the United States owed 
Canada $11 million, and they paid Canada the money. I think we were perhaps 
the only country in the world which ended the war having the United States a 
debtor to us.

Mr. Macdonnell: Are we on Item 8, Mr. Chairman?
The Chairman : Yes.

By Mr. Macdonnell:
Q. I wonder if the Auditor General would say something to us about 

renegotiation of war-time contracts? What I have in mind is just a general 
idea as to the principle which was used.—A. Mr. Chairman, in the case of 
most of these contracts, there were cost audits carried on by the comptroller of 
the treasury section to establish the real cost. These reports would be made to 
the Minister of Munitions and Supply. He, in turn, had a financial branch 
which was headed by Mr. F. H. Brown, who was on loan from the Canadian 
Bank of Commerce. He would review them and bring them all together. And 
wherever the minister was of the opinion that the profit to a contractor or on 
a group of contracts had been excessive, they re-negotiated the contract so that 
the government became entitled to a refund. As to this $16 million odd, you 
will notice that the amount is decreasing. Now, how does this money come in? 
The contractors assign to the government their rights to the refundable portion 
of the business profits tax which had been collected by the Department of 
Revenue. Therefore, as that money becomes repayable, in accordance with 
the law—instead of it being paid to the original taxpayers, it is paid over to the 
government of Canada. There will be about $5 million coming in this year 
in that regard.

The Chairman: Item 9?

By Mr. Fraser:
Q. Not yet, Mr. Chairman. What about this “Park Steamship Company 

surplus” of $3 million odd? Does that arise out of the sale of ships?—A. No. 
That arises out of the chartering of ships. They charter these ships and this 
represents the profit on it.

The Chairman : Item 9? Item 10?

By Mr. Fraser:
Q. With respect to Item 10 I read :

Rental charges were set at 50 per cent of the company’s gross profits 
as established to the satisfaction of the government.

How does your department check to find out whether or not those figures 
are right? Do you take the company’s word, or do you have an auditor in 
there?—A. On this particular contract with the Roe people, the agreement pro-
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vided that the first figures would be those certified to by the auditors of A. V. 
Roe and Company. But the Minister of Trade and Commerce by the agreement 
had the right to put in either myself or another firm that he might select to 
evaluate as to the accuracy of these figures.

In this particular instance—I think it is a fact although I cannot vouch 
for it—the Minister of Trade and Commerce had the benefit of the experience 
of Mr. Scully, the Deputy Minister of Taxation. The revenues have been 
approved with great care. He is an experienced accountant of long standing. 
He was the man who would deal with that. This item is essentially one related 
to the Consolidated Revenue and Audit Act, that is, with respect to the use of 
the powers of a corporation in dealing with public monies. I think the last 
sentence contains the point of this thing. I am not questioning the settlement 
or anything else.

By Mr. Macdonnell:
Q. It says:

The rental charges were set at 50 per cent of the company’s gross 
profits. . . .

Is that not a rather unusual basis for rental? One would have thought that 
would be to the satisfaction of the government. Is that just a formal statement 
or was there some special understanding with regard to it? One would think 
that to pay 50 per cent of your gross profit might create a pretty difficult 
bargain to carry out?—A. I cannot give you any information as to the reason 
that was taken. I did not participate in any way in it. You would have to ask 
the department for information as to why that was taken. From my view
point it seemed to be beneficial to the department.

Q. It struck me as being strange. And when we have a strange arrange
ment, wre feel we would like to understand it better.—A. I cannot help you. 
I am sorry. I can, however, give you the gross profits shares by years, if you 
would care to have them.

Q. I was just going to ask you about that.—A. The financial year of the 
company is July 31. Do you want round figure or precise ones?

Q. Round, but not too round.—A. 1946, $16,800; 1947, $151,000; 1948, 
$251,000; 1949, $240,000.

Those are round figures.
Q. Perhaps my next question should not be asked either ; but I would like 

to raise it at any rate. There you have profits going up from virtually nothing 
to a fairly substantial amount, in 1949, of $240,000. Then we find that the 
company exercises its option to purchase. It is an option which was set out 
earlier at $2,500,000; and an order in council was passed fixing the value at 
$1,950,000, but not for all of the property.—A. There was a reduction in the 
quantity of the property taken.

Q. So presumably $1,950,000 covered that part of the property which,they 
wanted, and out of which they had been making profits. Now, when they made 
$240.000 profit in 1949, that meant that the government had received a rental 
of $120,000. Of course, those are gross figures. So you sold for $1,950,000 
property from which you were getting $120,000 a year. When was this done? 
Evidently in 1949. I suppose at that time one would say that the tremendous 
speed-up we have had since was not in sight. But when we look at it now, 
we find that that price looks to be a pretty sick one in the light of first wisdom 
after the event. I wonder if you can say anything more about it?—A. Mr. 
Chairman, I think you have to bear in mind in regard to this transaction that 
the government ended the war with that plant at Malton. It was a very 
important thing to have employment locally. The A. V. Roe Company offered
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to go in and operate that plant and develop it, and in particular to endeavour 
to develop a new type of aircraft. They came in and fortunately they have 
been very successful. I think you have to off-set those facts against the dollar 
figure, I mean the value of having a going concern in the locality, from the view
point of the country as a whole.

Q. You do discuss it at some length in the second paragraph. You discuss 
the merits of it and I believe they are substantially what you have just said.— 
A. I had to explain why I doubt the actions of the War Assets Corporation in 
handling this money the way it did.

By Mr. Fulton:
Q. The figures show what they actually paid. Taking the basis for the 

plant which they were getting at 2£, and the gross rental at $241,000, that would 
work out to ;be rather less than one-half of one per cent of the value of the 
plant they were occupying over two years.-—A. But the government got the 
advantage of the experimental work, and it is off-set in the rental now. If you 
want to get more information in connection with it, you should call someone 
from the Department of Trade and Commerce who knows the facts.

Mr. Macdonnell: You say that the government had the advantage of the 
experimental work. But so did the A. V. Roe Company have that advantage 
as well.

Mr. Fulton : Yes, and on a part of the plant for which they paid $241,000 
rent for two years.

Mr. Macdonnell: I think this is a very complicated transaction, Mr. Chair
man. I wonder if we ought not to call some more witnesses concerning it?

The Chairman : According to our agreement we will leave this subject and 
after we have dealt with Mr. Sellar’s report, if we are still within our prescribed 
time, I would have no objection, provided the committee wishes to spend the 
time on this matter, to looking into this more closely. Therefore, we shall let 
item stand.

By Mr. Fulton:
Q. Might I ask Mr. Sellar this question : I take it from Mr. Sellar’s obser

vation in connection, with this transaction what has happened is that as a result 
of the action taken, War Assets Corporation, relative to the exercise of the dis
cretion, as it were, has relieved the company of any liability for paying rent 
over and above $14,000 odd. They had paid $209,192 as rent. And that, if 
War Assets Corporation had not taken that action, this matter would have had 
to come before Parliament, as it would have had to come out of the Consolidated 
Revenue Fund, and Parliament would therefore have had an opportunity to 
investigate the equity of the settlement, an opportunity which Parliament is 
not now getting. Is that your point, Mr. Sellar?—A. My point is that War 
Assets 'Corporation acted1 as agent for the Receiver-General in collecting that 
money. Now, had the Receiver-General received that money, it would have 
gone into the Consolidated Revenue Fund and it could not have been paid out 
without parliamentary approval.

War Assets, however, is selling public property all the time and it has 
certain moneys in its hands and it made the adjustment out of those moneys.

Q. With regard to the last two sentences in the first paragraph on page 5, 
you have simply made two observations without any comment. You say:

For these reasons, it considers that the refund was regulated by the 
provisions of the Surplus Crown Assets Act and not by the Consolidated 
Revenue and Audit Act.
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What is your opinion? Do you agree with the opinion of the War Assets 
Corporation?—A. No, sir. I do not think that the War Assets Act applies at all to 
this transaction. But that is just my opinion.

Q. Then what you have already said is that as a result of this action 
parliamentary control over the payment was dissipated!?—A. As I have said, 
this item is placed in here because I had in mind the revision of the Consolidated 
Revenue and Audit Act, and that maybe they would make provision regarding 
this sort of transaction. And, if the government should bring in such a measure, 
you would have here a sample case. It is just a 'broad proposal which is made. 
I am not disturbed at all over this transaction in any way whatsoever.

The Chairman : Item 11?

By Air. Fraser:
Q. Do you know what the total cost of that building was before it was 

destroyed?—A. No, sir.
Q. You have no idea of it at all?—A. I have no idea of it. That was the 

approximate value of equivalent buildings at that time.
The Chairman : Item 12?

By Mr. Thatcher:
Q. I wonder if Mr. Sellar could say if this payment has subsequently been 

made?—A. My note is to the effect that settlement is to be made during the 
1951 shipping season.

Q. They have made arrangements, then?—A. Yes. The company has offered 
to allow them to use $10,000, or to settle in the 1951 season, and the department 
has decided to adjust in the 1951 season.

By Air. Macdonnell:
Q. Could Mr. Sellar say a word or two as to the special situation which 

caused a departure from the regular practice here? Was this a dredging operation 
which had really béen done for the exclusive, or almost exclusive benefit of this 
corporation? Was there an understanding in advance? Or is there any principle 
with re.-pect to free dredging which obtains on the St. Lawrence, and I suppose 
elsewhere too?—A. In answering you I shall have to depend upon hearsay. I 
cannot be factual. However, my understanding is that this was undertaken in 
the ordinary way as a public works necessary for the welfare of Canada.

Q. And where is it located?—A. Somewhere up in the Georgian Bay area, 
I think, although I do not know. It is in the province of Ontario.

Q. It was not undertaken for the benefit of the tourist trade?—A. Oh, no. 
There was a mine there, and it was done in order to facilitate the removal of a 
commodity from that mine, and also the fact that this mine was operating to bene
fit very materially the area there. The government felt the company should make 
a contribution towards it and they agreed that as this was to their benefit they 
would make a contribution. They said you must spread it over a period of 
years and that is what is being done.

The Chairman: Shall we pass on to Item 13 now?

By Air. Macdonnell:
Q. Could we have a word about the item “Loans and Advances”?— 

A. “Loans and Advances” is set out in paragraph 16.
Mr. Thatcher: Are we on Item 13 yet, Mr. Chairman?
The Chairman: We are on Item 13. May we not deal with your question, 

Mr. Macdonnell, when we come to Item 16? Have you any questions on Item 13?
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By Mr. Fulton:
Q. “Continuing Appropriations”. Might I ask what they are? Are they 

items which appear in the estimates as statutory authorizations?—A. \ es, sir.

By Mr. Thatcher:
Q. I wonder if Mr. Sellar could say whether all of this lapsed money was 

ever returned to the Treasury or spent?—A. It never left the Treasury.
Q. I read a paragraph in the Montreal Gazette a while ago which says:

The law, for instance, requires that any amount voted by Parliament, 
and not spent within that fiscal year, must be declared and returned. The 
object of this law, of course, is to keep a firm grip by Parliament upon the 
public moneys. But Mr. Sellar discovers every year that quite a number 
of these moneys are neither spent nor returned.

What does it mean?—A. The Consolidated Revenue and Audit Act provides that 
at the end of March all balances in votes which have not been spent shall lapse 
and be written off. In other words, the power of the department to spend the 
money is cancelled. The money, however, is in the Treasury. It is a figure.

Q. But as I understand it, according to this editorial that has not always 
been done. Is that correct, or are they mistaken?

The Chairman : It depends on the word “returned”; that is the point at 
issue. It cannot be returned because it never left the department. The depart
ment is authorized to spend it, but if it does not spend it, it lapses, so it cannot 
be spent. But as it has never left the Treasury, it cannot be returned. You 
cannot return a thing which has never left.

Mr. Fraser: But do they not get it on their estimates for the following year?

By Mr. Thatcher:
Q. You do not find any cases where they spend it the following year instead? 

—A. They cannot spend it.
Q. Then I must take it that this article is incorrect.—A. You have to bear 

in mind that each government has its own plan. This government had a different 
plan a few years ago. Before this present Act came into effect, each department 
had a letter of credit which they spent and then made a settlement with the 
Department of Finance later on. Therefore there was a return of unspent bal
ances in the letters of credit. But the modern practice, so far as the government 
of Canada is concerned, is that there are no letters of credit and therefore the 
money does not leave the Consolidated Revenue Fund. It is just written off.

By Mr. Sinclair:
Q. That has not been done since 1931, has it?—A. No, not since 1931.
The Chairman: Are there any more questions on Item 13?

By Mr. Ashbourne:
Q. With respect to the amounts which are allocated and passed by parlia

ment for expenditures by different provinces—consider the province of New
foundland for which some allocation has been made—what about amounts which 
are not spent? I presume they go into a dropped balance, or lapse? Do they 
have to come up for a revote' in another year before they can be spent?— 
A. Might I ask what you have in mind?

Q. I refer to the allocations or appropriations that are made concerning, let 
us say, public works in Newfoundland. Supposing they are not spent in a given 
year in which they are allocated: what has to be done to get them into operation? 
-—A. A new appropriation, sir.
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Q. You mean just a re-vote?—A. You can call it a re-vote or a new appro
priation whichever you like. It means the same thing.

The Chairman: Item 14?
Q. What about the item “Active Assets”? Can you tell us if that means 

accounts receivable or accounts in connection with some contract which will 
materialize at some future date? I would like to know about it? Could you 
give us some information about this $75,000,000 which has been ear-marked? 
Was it ear-marked in a general way or was it set up to take care of some 
definite loss?—A. This reserve started out, sir, about ten years ago at $25 
million a year. Then more recently the Minister of Finance increased it to 
$75 million a year. In my previous reports I have taken exception to it on the 
ground that it was not established to us just how this figure was computed. Now, 
the Minister of Finance is a prudent man and he does not desire to have1 his 
financial position over-stated. So he takes into consideration the fact that he 
has got a large number of loans outstanding, some of them to provinces, some 
to foreign governments, to the Canadian National Railways, and to various other 
objectives. So this reserve is predicated upon the assumption that if he tried to 
realize on those assets at the value at which they are set up in his balance sheet, 
he might not get that money. Therefore, in order to be honest with Parliament, 
he has set up a reserve. We do not take in accounts receivable. Take for 
example the case of someone who is assessed for income tax but has not paid it.

Q. That is not taken in?—A. No, sir.
Q. I wonder if you could explain why there has been an increase since 

the year 1949-50 of $75 million? There must be something there which is 
not going to materialize?—A. That is something for which you would have 
to get your answer from the Department of Finance.

Q. But speaking as an auditor, would you not question this increase, or 
would you not ask for reasons for it?—A. I have challenged it in the past and 
I have noted it in reports coming to this committee, but this committee has not 
been interested, so I have not repeated it. I think this is the first time the 
question has been raised.

Q. But in the course of your audit, did you question the $50 million?— 
A. Not this year, sir.

Q. You did not?—A. No, but I did two years ago.
Q. You have no idea what the $50 million increase is for?—A. No.

By Mr. Thatcher:
Q. Could you tell us what the total of that reserve is now?—A. You mean 

the total amount?
Q. Yes.

By Mr. Macdonnell:
Q. Yes, and tell us what it is invested in?—A. Oh, it is just on paper, a 

bookkeeping entry. •

By Mr. Thatcher:
Q. Thank you, Mr. Sellar. And I might say that in the meantime Mr. 

Bryce has pointed out to me that the sum amounts to $320 million.—A. I knew 
it was about that figure.

Q. Could you tell me this: In the past three or four years what has been 
done with respect to moneys owed to us by foreign countries? Have those moneys 
just been written off against this reserve?—A. No, sir. Parliament a few 
years ago authorized a write-off against this reserve in connection with loans to 
the Prairie provinces. There was legislation adjusting them, and they were 
written off in the current year. An item of $1,800 in connection with a loan made 
to a company out in the west during the war was written off in 1949-50.
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Q. Now, with respect to the main purpose of this reserve for loans made to 
foreign countries, such as loans made after the war to Greece, to Great Britain 
and to countries of that nature, what have you to say about that?—A. To obtain 
an answer to your question, you would have to ask the deputy minister of 
finance or the Minister of Finance. I have explained the principle as to how it 
was computed.

Q. As far as these debts are concerned, could you tell us if the payments 
have been made up to date or are any of these foreign countries behind in their 
payments?—A. Certainly. Greece and Roumania have been in default for 
many years.

Q. Do you not think it would be more sensible to write them off against 
this reserve?—A. We have got no power to write them off. Parliament alone 
has the power to write off this kind of debt.

Q. So what we are doing is to set up a reserve and then not using it.—A. The 
government is setting it up. They are trying to be realistic in saying what the 
assets of this country might produce upon realization.

Q. But we are setting up a reserve and not using it.—A. Yes.
Mr. Crxjickshank : Are we going to collect that money by sending an 

important delegation to 12 countries for the purpose? Is that it?
Mr. Sinclair: Next year!

By Mr. Maltais:
Q. With respect to the item of $62 million. Is that a special reserve and 

does it apply in your case?—A. What is that, please?
Q. Under item 14.—A. You mean that $62,293,000?
Q. Yes.—A. The legislation whereby Newfoundland became part of Canada 

provided as follows, and I quote the particular paragraph which is number 23:
23. Canada will assume and provide for servicing and retirement 

of the stock issued on the security of Newfoundland pursuant to the loan 
act, 1933, Newfoundland, and will take over the sinking fund established 
under that act.

Q. Why did you call it “another exceptional charge”?—A. It shows that 
they have got to show it as a liability of Canada. They show it first as an 
expenditure. The money will not be paid out until the holders present these 
securities for redemption when they mature. The money will be paid out over 
several years.

Q. Oh, I see; “exceptional charges”. Would you say that the charges that 
have been made this year are ones which you would consider to be “exceptional"? 
—A. This is an unusual charge because this is the only time it ever happened, 
and that is the reason why the word “exceptional” was used.

By Mr. Macdonnell:
Q. I want to go back to an answer the Auditor General made with regard 

to the large amount involved in “investment”. I do not quite understand what 
he said. In this financing, where the government build up a reserve, do they 
follow the practice which is common with commercial companies; a commercial 
company, a private company, builds up a reserve out of income and when it 
has a loss it charges that loss against the reserve, it recoups itself in that way. 
What happens, for instance, in connection with this $62 million more in New
foundland—when it comes to be paid, what happens? Where does the money 
come from?—A. The Consolidated Revenue Fund..

Q. Of that particular year?—A. Yes.
Q. In other words, it does not mean a thing?—A. Not at the moment. We 

have to put it in to show our liability. It is a bookkeeping entry.
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Q. As I understand your answer, if I understand it correctly, we would set 
up a reserve, a pretty thing to look at, but when we come right down to it this 
$62 million that is to be paid has to be collected in the form of taxes and paid 
out in that year.—A. You are correct, sir, save that there is a sinking fund 
attached to it, and that sinking fund is accumulating now.

Q. In other words, this reserve is not a real thing. It does not get the 
money out of which we eventually make the payment. I am not criticizing the 
set-up, I just want to be sure that we understand what it is.

Mr. Maltais: In other words, the only sinking fund the government carries 
is the Consolidated Revenue Fund; is that it?—A. Not strictly speaking; that 
sinking fund is related to a particular application, while the Consolidated Revenue 
Fund is for the general operation of the company as a whole.

By Mr. Fulton:
Q. What it amounts to then, is this, that you do not build that reserve 

fund up out of securities or cash placed in it?—A. You see, this thing here, as 
I said to Mr. Macdonnell, is a bookkeeping entry at the moment; and it is a 
subject which I hope will be taken care of in the consolidated revenue and 
audit act provision; namely a means for a tabulation of real worth securities. 
As was suggested a few minutes ago, a commercial corporation builds up a 
reserve for bad debts and it uses that and charges off against it each year, that 
is taken into account by the income tax people in assessing the company’s 
income.

Q. In other words, it represents the value of the investment?—A. Yes. In 
this case there is really no reason for setting up this reserve, because expenditures 
cannot be made from it without parliamentary appropriation, as was done in 
the case of the adjustment made with the Prairie provinces in connection with 
relief during the 1930’s. In that case, parliament authorized a write-off, and 
this reserve was reduced proportionately by the amount of that write-off.

Q. What I am trying to get at, is this: the Minister of Finance is not 
actually putting the money into rhis reserve, if he wanted to use money for the 
purpose of reserve he would have to go to parliament for it?—A. Yes, he would 
have to go to parliament for it.

Q. So actually we have no reserve fund at the moment?—A. No sir.
Q. Nothing in the way of a cash reserve fund at all, it is just an entry on 

the balance sheet.—A. That is it.
Mr. Macdonnell: Unemployment Insurance, for instance.
The Witness: Yes, there are various funds—
Mr. Macdonnell: I did not mean appropriated for a specific purpose—
The Chairman: One member at a time, please; the reporter cannot take 

down more than one member speaking at a time, if you don’t mind.

By Mr. Fulton:
Q. What I mean is that this sinking fund is only an accounting entry ; there 

is no large reserve fund as yet, no cash? Has parliament ever made any 
appropriation for a general reserve fund?—A. No, sir. You don’t want me to 
go back into ancient history?

Q. No.—A. Currently, to my knowledge, no.
Q. Is this $300 million shown on the balance sheet?
Mr. Major: So, as a matter of fact, you have that reserve fund set up so 

that when we look at the balance sheet we get a clear picture of it?
The Witness: That is the intent of the Minister of Finance,1 to be honest 

with parliament, believing that what he shows in that instance may not be 
fully realized, he sets up this reserve provision.

Mr. Major: It would be a current liability.
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The Witness: Precisely.
Mr. Macdonnell: But that would be the sort of thing that he would 

mention in his budget speech, that it is not shown as an expenditure.
The Witness: Yes, as a rule he makes some reference to it in his budget 

speech.
The Chairman : Item 15?

By Mr. Thatcher:
Q. On Item 15, I wonder if Mr. Sellar would explain to the committee, 

or at least, would explain to me; what exactly a “special warrant” is?—A. The 
Consolidated Revenue and Audit Act provides, sir, that in the event of an 
emergency arising doing damage to a public building or a public work, or for 
any like case, when there is no appropriation available and parliament is not 
in session and it is necessary to take action at once to put that work back into 
working operation, then the minister concerned may apply to the Governor in 
Council for the issue of a warrant, signed by the Governor General, authorizing 
him to spend “X” thousands of dollars for the repair of this particular work.

Q. Does parliament have anything to say about it?—A. I ivonder if I 
might, before answering your question, apologize to the committee with respect 
to the wording of paragraph 15. You would infer from that paragraph that 
there was only one such warrant; actually, there were four ; I overlooked the 
other three, and that is why I am apologizing. In the case of vote 215, that was 
in connection with the Yukon road, the work was proceeding and they ran out 
of money in the middle of the year and a. warrant was issued for $195,000. In 
connection with vote 434, which was for the Fraser River Dyking Board, it 
ran out of money and two warrants were issued for $750,000 each. And now, in 
the Appropriation Act of that year, sir, all of these warrants were taken in, and 
actually 1 do not think there was any necessity for my making any reference 
whatsoever to the warrants ; but, since I have put in one I should have put in 
the other three, and that is why I should now give this explanation. There wrcre 
three others, and the Appropriation Act included “provided, the amount hereby 
authorized to be paid and applied in respect of items 215, 339 and 434, set forth 
in such Schedule A are to be deemed to include and not to be in addition to the 
amounts authorized—.” So parliament had already disposed of these warrants.

Q. This building in Vancouver, would that amount be charged against this 
reserve?—A. That is the Begg building you have in mind?

Q. Yes. Would that building come within the ' terms of the section you 
mentioned a minute ago; an emergency, the repair of some building?—A. That, 
sir, is governed by what is known as the Oliver Mowat opinion, given in 1896; 
when after the general election of that year the Tupper government was de
feated; and parliament had automatically gone out of existence through lapse 
of time before the Appropriation Act had been passed. Sir Oliver Mowat was 
Minister of Justice in the new government, Sir Wilfrid Laurier, the then Prime 
Minister, wrote to him and asked him what authority, if any, he could rely on 
to provide for the operation of the public service and for t'he payment of salaries 
to civil servants until parliament could be summoned. Sir Oliver Mowat ruled that 
under this particular section, which has always been in the act, that authority 
was vested in the Governor General, that the Governor General had the dis
cretion to decide when something wras necessary and had to be done. That 
precedent, sir, wras followed in 1926 when the Liberal government went out of 
office and the Meighen government came in and there was an election being held 
during the summer before appropriations had been made. The government of 
that day relied on the same authority for the financing necessary to carry on the 
public service of that time. It was again found valid in 1940 when, you will 
recall, the House was dissolved just at the end of the fiscal year and there was

81751—3
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no appropriation possible until the new House had been elected and sat later 
on in the spring. This section of the Consolidated Revenue and Audit Act—this 
section 25 has been considered to be quite general in its meaning.

By Mr. Thatcher:
Q. Might I just interject for a moment? This practice I suppose is necessary ; 

it can be dangerous. I was just wondering if there is any act which would put 
a limit on these warrants. Is there any limit on it? Can it be used for any amount 
at all?—A. There is no limit, sir; but there is this limit; I have been associated 
with the financial administration of Canada as a public employee for twenty-six 
years. In that period of time there have been four Prime Ministers, and each 
of these Prime Ministers has fought the departments, and so h.as the Minister 
of Finance, when they have sought a warrant. Each of the Prime Ministers has 
disliked the use of a warrant, and only when a very good case can be established 
showing that it would actually save money to the country by doing something 
would they consent to a warrant. So it has not been abused, sir.

Q. What would happen if parliament had refused to confirm this warrant? 
Suppose it had refused to pass it; what would have been the position then?— 
A. The position would have been that the money was spent.

Q. It had no choice, in other words.—A. That is a delegation which parlia
ment has made by legislation. A warrant does not need to be ratified by 
parliament.

Q. It did not require to be approved?—A. No, sir.
Q. I thought parliament was the only one in this country that could spend 

money?—A. It means that Parliament by Section 25 has delegated power to 
the Governor General in certain circumstances to make issues by use of warrants. 
That is in the Appropriation and Audit Act, Section 25.

Mr. Fulton : That would take the place of the Appropriation Act?
The Witness: It has the same effect as the Appropriation Act.

By Mr. Thatcher:
Q. But to what extent might it be used? Would it be used so generally as to 

become dangerous?—A. This section does not worry me because I have seen 
what the Prime Ministers have done over the years and the view which the 
Ministers of Finance take when such a request comes to them. And, I think 
it Avas necessary in these cases. I don’t know much about the building which 
you mentioned, but I had a look at the others to which I referred. Let us 
take this item 215 where there was a warrant for $125,000 for the road. They 
were constructing a road up into the Yukon Territory, the season was dry 
and they were able to make an early start and they wanted to get the road 
finished. The road crews had to be taken in there over long distances and they 
had made unusually good progress with the result that they used up the half 
of the appropriation authorized by parliament by the end of June. It was 
either a case of arranging to proceed with that work or to pull those crews out 
and send them back in again later on, and it was considered desirable that the 
work should continue while the crews were in .there and in that way save money, 
and they gave this money by way of warrant for the amount which parliament 
had already granted, and one half of which had been covered by vote before the 
House dissolved.

Q. Hve you any idea how many of these warrants have been used during 
the past fiscal year?—A. These were the only ones.

Q. How much was in them altogether?—A. There were only the four and in 
each case there was already an appropriation before parliament for the amount 
that was covered by the warrants. You will recall that before parliament
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dissolved before the election that year it gave a six month grant of supply ; that 
is, one half of the amount of the votes; and the other half was voted by the 
House after the new House convened ; in no case did they exceed the amount 
of the appropriation.

Mr. Maltais : What is the section?
The Witness: Section 25 of the Consolidated Revenue and Audit Act.

By Mr. Sinclair:
Q. Would they limit it as to the amount authorized?—A. It provides funds 

for works that are to be proceeded with forthwith and is restricted to the amounts 
actually necessary—not to exceed “X” thousands of dollars.

By Mr. Cruickshank:
Q. What about these fixed fees on contracts? Are they limited amounts?
1 see here that these people are to get, I think it is 12 per cent.—A. No, 

a percentage rate may be taken into the calculation, but the amount of a fixed 
fee is not stated in the form of a percentage.

Q. Is that the same thing as what you call a management fee?—A. Not 
quite, sir; no. A management fee would recognize certain costs that a fixed 
fee would not.

Q. How do you arrive at the amount of such a fee?—A. That is a matter 
of negotiation.

Q. It is a matter of negotiation?—A. Yes, sir.
Mr. Macdonnell: I would like to ask another question about that. I 

understood the Auditor General to say that there was a discretion vested in the 
Governor General. Did you not mean the Governor in Council? Did you mean 
that the Governor General is the man who decides whether this warrant should 
be issued or not?

The Witness: The Governor in Council did. If you would like me to I 
will read the section to you.

The Chairman: All right, go ahead.
The Witness: It is Section 25, it is a fairly long section.
The Chairman: I think it would be better to have i£ in so that everybody 

may have a clear idea of what it contains.
Mr. Sellar: Section 25 reads :

25. (1) If, when Parliament is not in session, any accident happens 
to any public work or building which requires an immediate outlay for 
the repair or renewal thereof, or any other occasion arises when any 
expenditure, not foreseen or provided for by Parliament, is urgently and 
immediately required for the public good, then upon the report of the 
Minister that there is no parliamentary provision, and of the minister 
having charge of the service in question that the necessity is urgent, the 
Governor in Council may order a special warrant to be prepared, to be 
signed by the Governor General for the issue of the amount estimated to 
be required, which shall be placed by the Minister to a special account, 
against which cheques may issue from time to time, in the usual form, as 
they are required.

(2) The authority to make expenditure under such warrant shall 
lapse and any unexpended balance be written off at the end of the fiscal 
year in which the warrant is given : Provided that during a period not 
exceeding thirty days subsequent to the end of the said fiscal year, 
issues out of the Consolidated Revenue Fund may be made for an 
amount or amounts not exceeding the amount of the expenditure authorized
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by the said warrant, for the purpose only of discharging any debt properly 
incurred and payable prior to the end of the said fiscal year, which may 
be outstanding and chargeable thereto and which for good reason was not 
paid within the said fiscal year, and such expenditure may be charged 
in the accounts of the said fiscal year.

Mr. Sinclair: How long has that been in the act?
The Witness : That has been in the Act since 1878.
Mr. Macdonnell: It seems to me, Mr. Chairman, that the case which Mr. 

Sellar gave us in 1896, and the other one in 1926, may have been justified, but 
in view of the wording of that section which says that where an accident has 
happened, or something unforeseen has happened, a warrant can be used where 
no provision has been made by parliament.

Mr. Croll : That is to meet an urgent requirement, where money is required 
urgently.

Mr. Macdonnell: All right, you can interpret that for yourself. And now, 
my feeling is that I just can’t see any reason for any warrant being issued here. 
I gather from what the Auditor General has told us that this has been very 
sparingly used, and I would think we had a very creditable record in the past; 
but frankly, I am still unable to understand why this should have been done 
that way at all.

The Chairman : In this case, might I say, the accident was the election that 
took place.

Mr. Macdonnell : No, Mr. Chairman, to make sure of that I looked, up to 
see whether it was before the election and I found that it was not.

The Chairman : But may I point out that it was covered by an appropriation. 
Parliament had already voted half of it before and they wanted to go ahead 
and finish the work while conditions were favourable. With respect to the six- 
month supply which had been voted by parliament, they went ahead and used 
that; then this Governor General’s warrant merely authorized the use of the 
remaining amount of the appropriation, pending the authorization by the new 
parliament after it sat.

Mr. Macdonnel£: Well, Mr. Chairman, my understanding of it-is that this 
was for unforeseen and exceptional occasions. This does not seem to me to be 
unforeseen at all. They all knew what was going on, this work was in existence. 
I do not want to labour this or take up the time of the committee unduly, but I 
cannot feel this particular case comes anywhere near within the sort of thing 
the Auditor General just read to us. I listened very carefully when he was read
ing it and I do not think it comes within the wording of the section.

The Chairman : The amount was in the Appropriation Act, it had already 
been voted with respect to six monthes’ supply and progress on the work was 
in such a stage that more money was needed, and they used a warrant for that 
purpose in that way.

Mr. Macdonnell: That is what they did.

By Mr. Fraser:
Q. In your opinion would a warrant be issued for a defence expenditure in 

an emergency?—A. You arc asking a very general question.
Q. Yes.—A. We have in the past- had warrants issued for defence purposes 

when parliament was not sitting.
Q. That is right?—A. Yes, there were a number of instances where warrants 

were issued. I can also remember an instance where a substantial warrant was 
issued before the Inst war for defence purposes, but the international situation
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improved and the government forthwith cancelled the warrant and did not charge 
a cent against it. That is why I say, don’t get unduly disturbed over the obliga
tion of that section, because the government of the day—and in referring to two 
different party governments—has always been very careful in using that par
ticular section.

By Mr. Thatcher:
Q. What I can’t understand—I can see where the Governor General’s 

warrant might be used, where a Governor General might want to use it; but 
why does he do it without having to come before parliament for ratification?— 
Parliament never required it, sir.

Q. Does not the law expressly demand that parliament approve all expendi
tures of money?—A. The only time this particular section came bcfoi-e the 
courts was in Transvaal. You will find that most of the legislatures in the 
British Commonwealth have a similar provision. Now, in the course of the last 
session of the government of that day in Transvaal parliament before they 
were merged into the government of South Africa. They had a special provi
sion in their House of Commons act- which provided that for a short session 
they would only get so much per day, unless the House should declare it to be 
a general session, in which event they got more. On this occasion when the 
Transvaal House met they were there for seven days and wound up their 
business and their last business was to declare that this was a general session 
and ethat they should be paid the full amount. Some of the senators took 
umbrage—I am a little ahead of my story—they did not make an appropriation 
for it, and after the thing was over they applied to the Governor General for a 
warrant for the amount which they had coming to them. Some of the senators 
took umbrage at this and they proceeded by way of an injunction against mak
ing the payment. This went before the court and the court took the view in 
this particular case that the members had knowledge of what they were going to 
do and could have appropriated money'- for themselves had they wanted to, 
but they threw' out the application on the ground that the applicants lacked 
status to apply for the order.

Mr. Cruickshank: They should have thrown the Senate out with it.

By Mr. Thatcher:
Q. That is the only time that has been before the courts?—A. That is the 

one case I know of.
Q. And it w'as thrown out?—A. You will find it in practically any of the 

legislation for countries in the British Commonwealth. This case went to the 
Appeal Court.

Q. Well, Mr. Sellar, how can a member of parliament find out w'hether 
warrants of this kind arc being used?—A. Right in the public accounts.

Q. What about this item 215 which you mentioned? Where would we 
find it?—A. As a matter of fact, as 1 said, those expenditures are shown as 
recorded against particular votes, because of the special language parliament 
inserted in the Appropriation Act of that year.

Q. There is no place w'here parliament has to pass that again?—A. Yes, sir. 
Actually, so far as these are concerned, you voted the full amount when you 
passed votes number 215, 339 and 434.

Q. In other words, parliament did pass these special warrants later on?— 
A. You did in that case.

Q. But w'e didn’t have to. Mr. Chairman, I think it is up to us to make 
a recommendation—A. That, sir, is a matter—if I may interrupt you—1 do 
not think it is a matter that you need to make a recommendation on because,
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as you know, there is going to be a revision of the Consolidated Revenue and 
Audit Act, and I imagine they will include the section again, and when it is in 
committee in the House I would think would be the time when that could be 
considered.

Mr. Sinclair: As has been pointed out, these warrants are used only to 
meet emergencies, to make money available when parliament is not in session. 
As Mr. Sellar pointed out, parliament is going to have an opportunity of con
sidering a revision of this Consolidated Revenue and Audit Act.

Mr. Thatcher: It is all very well to say that, but there is nothing here, as 
far as I can see, to prevent them from spending millions of dollars if they want 
to without any parliamentary" approval. I thought only parliament was supposed 
to pass money.

Mr. Richard (Gloucester): Another thing I do not understand, there is, 
you say that the money spent by the special warrant was later on passed in 
the form of an appropriation?

Mr. Fulton: Just in this one case.
The Witness: These were exceptional cases, sir. You will remember that 

before parliament dissolved it voted one half of the items in the estimates. In 
this case they proceeded to use the one half that had been voted for this road 
contract, and then when they saw that a considerable saving would be made by 
keeping the crews in there and going ahead with the work they arranged to 
proceed with it by way of Governor-General's warrant which made available 
to them the other half of that appropriation, an appropriation which was later 
Voted by the House.

By Mr. Thatcher:
Q. But suppose we hadn’t done that?—A. The Governor-General’s warrant 

stood.
Q. Was it necessary for us to vote it a second time?—A. You did vote it; 

I think it is sound accounting that you did so. .
Q. But, Mr. Chairman, if this has not been abused in the past is there any 

reason that there might not be abuse in the future of what is a dangerous prac
tice? I think this committee should make some recommendation on it.

The Chairman : May I point out to you, Mr. Thatcher, that we have been 
told that this Act is coming before parliament for revision this year and that 
will afford you an opportunity of reviewing this section. If you have any 
suggestions to make you can make them when the bill is before the House in 
committee; and I suggest that that would be better rather than to do so in this 
committee. You will have an opportunity when the bill is up for consideration 
in the House to make your recommendations of any changes you think desirable.

By Mr. Fraser:
Q. Is there any similar situation in the United Kingdom with respect to 

this practice?—A. No, sir. United Kingdom for a good many years have had 
what they call a treasury chest fund which they build up to meet emergencies 
by appropriating certain sums of money each year until there now is a fund of 
many millions of pounds, that is held under a special act for particular purposes 
similar to this.

Mr. Thatcher: That would not take care of this $65 million Mr. Gardiner 
went over there to get and came home without?

The Witness : No, I think not. And another reason is that over there 
parliament is in session practically the whole twelve months of the year.

Mr. Macdonnell: Can Mr. Sellar tell us, or does he know, based on what 
happened to these four cases, why parliament was asked in each case, or had
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to ratify the expenditures?. Has it been the practice in Treasury Board or in the 
Department of Finance to have these warrants ratified? I understood him to say 
that under this Section 25, they do not require parliamentary approval ; that 
parliament gave authority for the use of warrants through that section. I was 
just wondering whether these are four isolated cases' which happened in this 
one year?

The Witness: No. Frankly, there are so few warrants issued over the 
years that one’s memory becomes insecure; but my impression is that the 
Minister of Finance almost invariably provides in his supplementary estimate 
for the sums involved in the warrants, what might be considered a form of 
ratification for warrants; but Mr. Bryce, for example, of the Department of 
Finance, would have to deal with them1—he could tell you better than I can what 
the general practice is. Speaking from memory, that is the way it has been done, 
but if you wanted to be 100 per cent right you would have to ask someone from 
the Department of Finance who is responsible for the estimates.

Mr. Macdonnell: Mr. Chairman, it does seem to me there is something 
here on which this committee might like to make a recommendation, and in 
view of the fact that this Act is coming up for revision in the House, I think 
we should not wait until the end of the session to consider doing so.

The Chairman: We might make a note of it and bring it, to our attention 
again as soon as we have finished reviewing the Auditor-General’s report.

Mr. Macdonnell: That is what I had in mind.
The Chairman : Item 15 will stand, then.
Mr. Major: I move that we adjourn, Mr. Chairman.
The Chairman : It is only half past twelve, Mr. Major.
Mr. Macdonnell: We have made good progress so far, Mr. Chairman.
Mr. Fraser: Oh, let us go on until one o’clock.
The Chairman : I am in the hands of the committee. Shall we go on 

then to Item 16, or shall we adjourn at this time?
Mr. Fraser: If we are only going to have five meetings on the Auditor- 

General’s report, I think we should take up the full time.
The Chairman : That is why I suggested that we go on until one, but I am 

in the hands of the committee. I think we ought to give full two hours to our 
meeting if we are going to have but five meetings with the Auditor-General. 
Are we in agreement to carry on until one o’clock as usual? Then Item 16.

Mr. Thatcher: Mr. Chairman. I remember that last year again the com
mittee made this recommendation that the Revenue and Audit Act should be 
amended to authorize the writing off of uncollectable debts which have accumu
lated up to 1940 in the government accounts, and it also suggested that Treasury 
Regulations be made for the writing off yearly of debts which were not collected 
within the previous ten years. Might I ask if anything has been done about 
that yet?

The Chairman : The session has started, but the estimates in their new form 
are not before us yet. So we do not know whether they have accepted our 
views. I do not think we ought to ask the Auditor-General to answer the ques
tion. The estimates will be tabled, whereupon we shall see whether they have 
accepted some of our views. At the moment we cannot judge, nor can the 
Auditor-General tell us.

Mr. Sinclair: Mr. Thatcher asked if they have been given consideration.
Mr. Thatcher: No, I asked if they were doing anything about it. Maybe 

the parliamentary assistant would know now.
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Mr. Sinclair: I said that the recommendation of the Public Accounts Com
mittee would be given very close consideration during the process of revision of 
the Consolidated Revenue Act; and when the Act gets its first reading, you 
will see to what extent the recommendations have been accepted. They certainly 
have all been considered.

The Chairman : That might be the time to make recommendations and 
observations. Item 16?

By Air. Fraser:
Q. Under item 16 I read:

Foreign Exchange Control Board $250,000,000.
I wonder if Mr. Sellar could tell us what came into the Consolidated Revenue 

Fund? Was there any of that money which came back into it?—A. The Foreign 
Exchange Control Board is required to turn over its profits each year to the 
Receiver-General, and of course they do so. I am not sure wThat they were.

Q. I wondered what it really cost Canada to carry that on.—A. Ordinarily, 
the Foreign Exchange Control Board is a profitable venture.

Q. Oh, yes.—A. It is only when there is a change in the valuation of our 
currency in reference to that of the United States that they have trouble.

Q. I wonder about that year. That was the year when exchange was high, 
was it not?—A. There was a change that year, sir.

Q. It was set at 10 per cent. I wondered if there was any loss that year.
Mr. Macdonnell: When we make losses they are only book losses.

By Mr. Fraser:
Q. Yes, but the taxpayer pays them.—A. In paragraph 68 of my report I 

make some reference to the Foreign Exchange Control Board. There you will 
see in the last sentence this statement:

After this was done, a revaluation surplus of $46,453,000 remained, 
but the amount is not reflected in the Balance Sheet of Canada.

That was on revaluation of their assets as a result of change in the currency 
rates.

Q. How much was it?—A. $46,453,000.
Q. So there was a definite loss?—A. No. That was a “revaluated” surplus.
The Chairman : Are there any questions on Item 16? Item 17?

By Mr. Fulton:
Q. I do not understand the significance of this item Mr. Chairman. Why 

is it brought to our attention in the report?—A. You mean Item 17?
Q. Yes—A. Because there is an asset of approximately $20 million in 

the balance sheet of Canada in that year which represents a debt owing by 
Central Mortgage and Housing Corporation to the Government of Canada on 
these debentures. When the Department of National Defence takes over that 
housing, the debentures are cancelled and in the following year the assets of 
Canada will become $20 million less than they were in that year. So my sole 
reason for putting this item in was to show you that there was a $20 million 
asset item which will disappear as soon as that housing is taken over.

Q. But the debentures have not been cancelled yet, have they?—A. Yes, sir. 
Under the authority of vote 821 of 1950-51 which is the following year, they 
are taken over and cancelled.

Q. I see. They will be cancelled as they arc taken over?—A. As the housing 
is taken over, the debentures are cancelled.
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Q. Will not the balance sheet reflect the addition of those houses?—A. No, 
sir. They arc not taken in.

Q. Why is that?—A. They never have been.
The Chairman : They are physical assets.
The Witness: We never take in capital assets of the departments. They are 

not taken into the balance sheet. That subject was discussed at great length here 
last year.

By Mr. Fulton:
Q. Then I shall not go into it now. But do you consider it sound to cancel 

the debentures?—A. There is nobody to pay for them. The Department of 
National Defence is just a part of the Government of Canada. It cannot owe to 
itself.

Mr. Croix: It is always good practice to cancel debentures, is it not?

By Mr. Johnston:
Q. Would that show in the audit as an increase of net debt?—A. Yes. sir, 

next year.
Q. It will show next year which means that we have gone that much further 

into debt.
The Chairman : Item 18?
Mr. Macdonnell: No, Mr. Chairman.
The Chairman : I am sorry.

By Mr. Macdonnell:
Q. I wonder if the Auditor-General could explain this passage which says:

The rentals collected were used by the department to reduce charges 
to its vote for pay and allowances, thus augmenting its appropriation with 
revenues obtained from the investments of a crow corporation.

I wonder if you might just explain once again the effect of that upon the 
Department of National Defence? Could you not trace a transaction through 
for us?—A. Let us say there is a soldier located in a camp. That soldier is 
entitled to a certain amount of pay. He is entitled to a cash amount as well for 
quarters, married quarters for himself. That is a charge, when he is paid each 
month. That is a charge to the vote for National Defence in this instance.

Q. What becomes of the money to which he is entitled for housing?—A. That 
becomes his. He gets that money.

Q. And he pays rent?—A. Yes. Now, in this case let us say he was accom
modated in housing provided for him by the Department of National Defence 
instead of their paying him cash money. As it is here you have got quarters 
provided by us. We are not going to pay you in cash. Let us say that the 
rent amounts to 820. They will have then that extra $20 available for some 
other purpose in their vote.

Q. The buildings are built but when the rental is paid, it is not applied on 
the cost of the original construction of the house in which he lives?—A. No. 
It is re-credited.

By Mr. Cruickshank :
Q. Would that not be better for a soldier. He has the house ; and surely 

it is not going to be the pratcice of the government when a $5,000 house is 
paid for, to go on charging him the same rental?—A. The house is owned by 
the government right from the start.
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Q. Yes; but if you multiply, let us say, $30 a month rent over a certain 
period of years, a $5,000 house will become paid for.

Mr. Johnston: It is never paid for; it is added to the national debt, as it is
now.

Mr. Cruickshank: That is what I am trying to get at. I have a large 
number of such houses in my riding. They are the finest houses of their kind 
in Canada. But I do not want to see these veterans going on paying, let us 
say, $30 a month forever if it is1 just a bookkeeping entry and is not credited 
against the original cost, as I see it.

Mr. Macdonxell: Does not Mr. Cruickshank’s question raise this point: 
Is there any record kept of the cost? And is there anything to show what in 
fact these veterans have paid?

Mr. Cruickshank: That is what I am getting at.
Mr. Fraser: As I understand it, these are houses which are built in military 

camps. Now, the men who now occupy them previously received allowances 
on account of being away from home. They received allowances because they 
had to board their families. But these men who are in these camps are not to 
be there permanently. They are changed from time to time and' therefore they 
are not buying their homes. So whatever they pay in the way of rent is 
allowed to them out of what their allowance otherwise would be, such as $20, 
or something in that order.

Mr. Cruickshank: What I am trying to get at is: they can change the 
soldiers in the camp from time to time. There may be five different soldiers 
occupying the same house within a year, but those five different soldiers would 
be paying rent. Surely that house is never going to be paid for, I mean the 
original cost of it, until that rent money is credited to that account.

Mr. Macdonxell: It looks as if it were rent and nothing else.

By the Chairman:
Q. Let us hear from the Auditor General about it.—A. What happens is 

this: I can see Mr. Cruickshank’s argument. His view is that a fellow who pays 
rent for a great many years ought to acquire some equity in his house. But 
we all know that if we rent a house we get no equity in that house. The landlord 
looks after the maintenance of the house. He maintains the house in whatever 
state he thinks fitting. He might let the house become run down. In that case 
he might get that much less rent from the individual. No, then, in this case, 
the government decides for public reasons to construct quarters for married men 
or single men, as the case may be—married men as a rule. It charges rent 
to the men who want to occupy those quarters. Now, over a period of years 
the government has either to maintain those houses to a certain standard or 
the men will refuse to live in them and go out and get quarters outside.

Mr. Cruickshank: If they are available.
The Chairman : The men receive no special allowance?
Mr. Cruickshank: No special allowance—
The Witness: In lieu of quarters.
Mr. Cruickshank: They are receiving a living allowance, I think $40 a 

month.
Mr. Fraser: It varies.
Mr. Cruickshank: They are not receiving a special allowance. They are 

receiving a living out allowance according to rank. I am interested in this thing 
and I have brought it up before. I do not think the government should be in 
the real estate business and the rent should be reduced. My argument is that 
the houses will of course be kept up and, if I build a house out here as an invest
ment and I get rent for a long period of years I get my capital back.
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Mr. Fulton: Then you are charging too much rent.
Mr. Cruickshank: If it is never credited to an account how do you get the 

figure.
Mr. Croll: The government always charges the men less rent than they 

would have to pay under similar circumstances outside the camp. The result 
is that the houses are never going to be paid off because the rents are so small.

Mr. Cruickshank: No matter how small the rent is you eventually pay it.
Mr. Thatcher: Does not this boil down to the argument we had last year 

that if these Crown corporation assets and liabilities were put in one place and 
the accounting done in such a manner that they were treated as separate entries 
then we could get a proper figure.

The Chairman: This is not. a Crown corporation ; it is the Department of 
National Defence.

Mr. Thatcher: It is a separate entity of the government and these things 
are wound up in the public accounts so you cannot tell where you arc at.

The Chairman : This will be included in the Department of National Defence 
accounts and you can go into it then.

Mr. Thatcher: Well, last year it was the same thing, and I would like to 
know why these things arc not all in the same place.

The Chairman : Well ask the government then, do not ask me.

By Mr. Fulton:
Q. There are a couple of questions arising out of what Mr. Sellar told us 

which I would like to ask. As I understand it the Department of National 
Defence, instead of paying the men a living allowance, takes the position that 
because it is now providing them with quarters the allowance is not payable and 
they use that allowance for other purposes.—A. They can use it—

Q. They can use it for other purposes. Then, are we not making a double 
appropriation to the Department of National Defence. $20 million worth of 
houses in the first place, plus the net result of what these living allowances amount 
to—say $5 million or $6 million in camps where this practice is followed. That 
makes this money available for purposes other than living allowances. Is that 
sound practice? Is'there not some way in which that can be prevented? Are 
we not in effect giving the Department of National Defence more money than 
they arc asking for in their estimates?—A. I do not think so, sir, because it 
is true you appropriated this money as a loan to the Central Mortgage and 
Housing Corporation. It is quite true you did it that way.

Mr. Cruickshank: For army camps?
The Witness: Now- it has reverted back to the Department of National 

Defence by a subsequent appropriation.
It seems to me that if this subject interests you you might discuss the 

various matters with national defence people when they are here rather than 
with me, because I am sorry but my knowledge is somewhat limited with respect 
to their internal operations.

By Mr. Fulton :
Q. From the point of view of accounting I was wondering whether this 

is normally permissible?—A. Remember this is the first time we have had 
housing construction under this plan. Other construction work for the Depart
ment of National Defence was paid by it directly.

Q. Would it not be a sounder procedure to say that this money which is 
now not being paid to the men for living allowance should be reserved by the
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Department of National Defence in a fund for the maintenance and upkeep of 
these houses, instead of for some other purposes which the department may 
wish to spend it on?

Mr. Maltais : I would say that would be a matter of policy of the 
government.

By Mr. Fulton:
Q. I am asking from the point of view of accounting procedure?—A. From 

the point of view of parliamentary control money that comes in should be 
treated as revenue and in effect it goes towards the reduction of your original 
capital investment. If you want to keep parliamentary control do not have a 
multitude of special accounts in the consolidated revenue account or you will not 
knowr where you are.

Q. I can see that point, but it is difficult to keep track of it if you just 
leave it with the Department of National Defence.—A. I think that you will 
see that national defence is taking a suitable action to bring this thing into the 
harmony that you desire. I think if you will ask them when they are here 
you will find that out.

The Chairman: Can we proceed with item 18 and perhaps also item 19?
Mr. Thatcher: What was the reason, in item 18, that so much of public 

works money was allowed to lapse that year? Could you say Mr. Sellar? Was 
it a change in policy or something?

The Witness: I cannot tell you. It is spread over a number of votes.
Mr. Maltais: It might be an economy drive on the part of the government.
Mr. Thatcher: That would not have been under way a year ago.
The Chairman: It is under way at all times.
Mr. Thatcher: It was not very noticeable, Mr. Chairman.
The Chairman : That is a matter of opinion, of course.
Mr. Macdonnell : I think a question does arise when one looks at some 

of these very handsome amounts which have lapsed.
The Chairman: As the Auditor General pointed out he does not know 

because he is not in the Public Works Department. It is only his task to 
compile the accounts and show where the money was spent.

Mr. Macdonnell: Is it not fair to ask him if he has any comment to make. 
Superficially it strikes one as odd? Here you have $184 million which lapsed. 
It looks like very generous budgeting.

The Chairman: That brings us back to what we discussed at length last 
year on the question of lapsing of estimates. Would the Auditor General care 
to make a comment?

Mr. Macdonnell: Take one case, for instance. Here you have our friend 
the Minister of Health and Welfare who has neglected to spend $18 million. 
That seems odd.

The Chairman: Have you any question of the Auditor General?
Mr. Macdonnell: I do not know whether it is fair to ask because he said 

he could not tell about public works.
The Witness: All I can say, gentlemen, is that you will see in the intro

duction to the public accounts of each department a listing of their appropria
tions and the amount spent. If you run through there you can see the items 
which were not spent. I did not make a digest of them.

Mr. Larson: With respect to National Health and Welfare a lot of the 
money voted for hospital work in Saskatchewan lapsed because the Saskatchewan 
government did not take up their share of the hospital construction.
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Mr. Thatcher: That again is a matter of opinion, of course.
The Chairman : We are revolving around matters of opinion.
Have you any more questions of the Auditor General?
Mr. Macdonnell: Well, he discussed some of the lapsing so perhaps we 

could have something on this.
Mr. Major: When it comes to the end of the fiscal year and there is money 

not spent, do you think it is good policy to spend it just to cause an expenditure, 
or is it better not to spend it and have the money lapse?

Mr. Cruickshank: Not if it is in agriculture.
The Witness: You will just have to remember, gentlemen, that I was 

brought up in the Department of Finance and it was my approach that a dollar 
spent was a dollar lost. There is, of course, disagreement with that.

Mr. Macdonnell: Well in item 19 it says: “The lapsing in appropriations 
for National Defence was almost entirely in connection with vote 251, which 
was for defence research and development. The needs of the defence services 
were provided for by vote 250, 592,” and so on—

In a case of that kind is there any explanation given to you or is it purely 
a matter of taking their decision on the point and leaving it?—A. Your question 
is with respect to the amounts of the accounts carried forward?

Q. I suppose the only point is that it does not seem reasonable that these 
large amounts should have been asked for and not spent?—A. No, that is 
because they were all spent and there were $12 million worth of accounts ready 
for payment but they were not paid. That is the point.

Q. Well, I have not read it all.
The Chairman : Well, we arc reaching the hour of adjournment and we are 

heading into a rather long item.
Mr. Thatcher: I would move that we stop at item 19.
Mr. Macdonnell: Could we have 19 left open?
The Chairman: Well, before adjourning may I say there is a limited supply 

of these copies of the Public Accounts of Canada. I would therefore ask the 
members to be good enough to bring their copies to the meetings because this 
morning we had to send down to the distribution office for more and we wrere 
advised that their stock had been exhausted.

The meeting adjourned to meet again at the call of the chair.
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MINUTES OF EVIDENCE
House of Commons, 
March 15, 1951.

The Standing Committee on Public Accounts met this day at 11 a.m. The 
Chairman, Mr. L. Philippe Picard, presided.

The Chairman : Gentlemen, we have a quorum. I think that when we 
adjourned last week we had decided not to definitely go through item 19; at the 
request of Mr. Macdonnell we left that open, so I suppose it is all right to start 
from there. Have you any further comments?

Mr. Macdonnell: Would Mr. Sellar just make a comment on the wording 
ln the middle of that section :

“A special wording was associated with the votes in order to 
make an exception from section 29 of the Consolidated Revenue and 
Audit Act, which declares that no financial undertaking shall have 
force or effect unless the Comptroller of the Treasury certifies that he 
has reserved funds to liquidate the commitment when it falls due. The 
aim of the section is to safeguard against contracting in excess of 
grants. The special wording had for its purpose that of giving status 
to commitments which would not come for payment in the fiscal year. 
The wording, however, did not relieve the Department of the duty so 
to plan its financial affairs that all accounts due and payable in 1849-50 
were paid out of the $348,220,000 granted.

Would the Auditor General say a word about this question of commit
ments? We seem to be in a sort of no man’s land here.

Mr. Watson Sellar, Auditor General, called :

The Witness: The Consolidated Revenue and Audit Act was revised 
in 1931 to provide a scheme whereby at the year end all accounts could be paid. 
Up to that time sometimes there had been accounts ready for payment for 
which there was no money available. Therefore, the scheme was devised that 
whenever a department entered into a commitment, that is, made a contract or 
committed itself to an expenditure of money they should file that commitment 
with the Comptroller of the Treasury, and the Comptroller of the Treasury 
was to give a certificate that he had reserve funds in the vote to pay whatever 
amount came for payment in that fiscal year. In that way it was hoped, and 
in fact it has been realized generally over the years, that every man who con
tracted with the government was assured that he would be paid the amount 
owing him by the year end.

Now, with regard to this particular amendment or variation in vote 250— 
there were three votes for the Department of National Defence in that year, 
the main vote being $339 million and two supplementaries—collectively, they 
granted $348 million—I will use round figures—and in addition they pro
vided that, notwithstanding section 29 of the Consolidated Revenue and Audit 
Act, it could make commitments for the current year of $404 million in vote 
250, the two supplementaries granted a further sum of roughly $13,600,000 so 
mat all together there were $415 million for which commitments could be made
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and the money granted amounted to $348 million to meet that. In other words, 
the commitment authority exceeded the grant of the vote by $67 million. What 
happened was this: the Comptroller of the Treasury operated his accounts as 
though he had $415 million available for commitments. He issued the ordinary 
certificates until about the end of the calendar year. Thereupon, he and the 
department began sifting through the various commitments to find out what 
exactly might come in for payment in the fiscal year. As a result they reduced 
the amount and ended the year showing that there was $250,000 that lapsed 
in the vote. Actually when we were making the audit of this year—we do 
that currently—we discovered that there were about $12 million worth of 
accounts which were ready for payment but which were not paid in the year. 
Now, I am not particularly concerned over the wording of the vote but. I 
do think it is very apt. Section 29 of the Consolidated Revenue and Audit Act 
reads:

29. (1) No contract, agreement, or undertaking of any nature, 
involving a charge on the Consolidated Revenue Fund, shall be entered 
into, or have any force or effect, unless the Comptroller, or an officer of 
the Department of Finance designated by him and approved by the 
Treasury Board, shall have certified that there is a sufficient unen
cumbered balance available, out of the amount authorized by Parliament 
for the particular service, to pay any commitments under such contract, 
agreement or undertaking which would, under the provisions thereof, 
come in course of payment during the fiscal year in which such contract, 
agreement or undertaking is made or entered into.

Subsection 2 is not strictly pertinent to this point.
I am all for that wording in so far as it protects any supplier in case of a 

lawsuit. If he honestly and reasonably accepts a contract from the government 
and performs his services, that man is entitled to payment and therefore it 
may be necessary to protect him by that special wording. I am for it. The 
point really, and the reason why I am bringing it up, is that last year the 
British Public Accounts Committee had a somewhat similar case before it 
involving a payment for oil to the government of India.

Mr. Croll: It was not wheat was it?
The Witness: No, oil; and it was approximately £450,000. The Air Ministry 

did not pay it in the year fearing that they would not have enough money in 
their vote if they paid it. Actually, they did. The Auditor General reported 
to parliament that there was this account ready for payment which had not 
been paid. Now, the English practice differs from ours and I am only drawing 
this matter to your notice with one intention; they founded their conclusion on 
findings of the Public Accounts committee of 1891 and that Public Accounts 
committee gave as its particular reason for objecting the following—I quote 
from their report:—

9. Your committee regards as fallacious any argument for such post
ponements that is based on the tendency which they may have to cause 
economy in the department’s administration during the succeeding year. 
The only sound doctrine is that every desirable and practicable economy 
will be practised without the pressure produced upon a department by 
the necessity of meeting liabilities postponed from a previous year. 
Moreover, if liabilities are postponed in one year that practice may be 
repeated in the next, and thus not only would the evil grow, but the 
public service would suffer from the knowledge of contractors and 
tradesmen that payment of their accounts was liable to arbitrary post
ponement at the will of the department.

It is the last sentence which is the one that interests me, namely, that 
there might be an accumulation over the years. Actually, I do not think it
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will happen because of the very large votes now before parliament, but I 
brought it to your attention. The department was fully aware of the situation 
that was created and is endeavouring this year to apply practices that will 
avoid its repetition at the end of this year and I hope it will be successful in 
this.

Mr. Thatcher: In one word, what do you mean? I am more befuddled 
than when you started.

The Chairman: What is your question?

By Mr. Thatcher:
Q. What exactly is wrong with this section? Is the point you are making 

that .$12 million of accounts were committed for in one year when that money 
actually had not been voted?—A. No, the point I am making is this, that at 
the year end there were $12 million worth of accounts ready for payment. 
Goods had been supplied and accepted by the department but were not paid for 
because there was no money left in that vote.

Q. In other words, merchandise was supplied before being approved by 
parliament?—A. No. Parliament had authorized by this vote that they could 
enter commitments of approximately $67 million in excess of the amount 
actually granted, and the department honoured that; they kept within the $67 
million; but suppliers made deliveries faster than the department had antici
pated with the result that at the year end they did not have the money to 
pay $12 million of accounts ready for payment.

By Mr. Macdonnell:
Q. In other words, they paid some people more than they intended and had 

less for others?—A. No, it was just on account of velocity of deliveries.
Q. That is what I mean. After all, the shortage has to arise somehow. I 

have to admit I am not quite clear about it. You say deliveries had been made 
faster than anticipated. They anticipated that certain payments would be made 
during the then current year and certain payments following; is that correct? 
—A. Yes. Let me give you a specific instance. I am using this instance because 
it was the first payment made in the new year. There is no significance other
wise in the transaction.

Mr. Thatcher: Why is it in there then?
The Witness: On the 9th of August, 1949, the Air Ministry gave a contract 

to Sicard, Incorporated, for the delivery of trucks. Now, that application came 
before the Comptroller of the Treasury for a certificate that there was money 
available. The Comptroller of the Treasury gave his certificate to that effect.

On the 29th of March the contractor delivered $150,000 worth of trucks and 
they were accepted by the department according to contract, and the contractor 
was entitled to his payments. But because they thought they would not have 
enough money in the vote they held that account over and did not pay it until 
the 20th of April when it was charged to the new year. That is a practical 
illustration.

The Chairman: Any further questions, Mr. Thatcher?

By Mr. Wright:
Q. You say here: “A special wording was associated with the votes in order 

to make an exception from section 29 of the Consolidated Revenue and Audit 
Act”?—A. Yes.

Q. When was that special wording placed in those votes? XV as it after the 
$348 million had been granted by parliament or was it in the wording before the
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$348 million had been granted? It seems to me if you leave it open that the 
special wordings can be put into the votes after they have been granted by 
parliament.—A. No, no, no.

The Chairman : That would not be legal.
The Witness: In 1946 parliament made grants to the Department of 

National Defence. I will use vote 568, because it happens to be the first. Vote 
568, air services (commitments of $29,855,110).

The amount granted was $118,124,753. That was what they did. The 
government was indicating to parliament what it was anticipating in its program. 
For 1947 the wording was changed and bulked together for all services and read: 
“To provide for the orderly establishment and organization of the defence forces 
of the army, navy and air services on a peacetime basis, and to authorize com
mitments against future years, in the amount of $29,833,648”.

Then, in the following year they adopted the text which you are now con
sidering. That text has been in the statute books and it is in the estimates 
item when it is presented to the House. That text was approved by parliament 
in 1948, in 1949 and in 1950 and it is in the text for the new year. No, sir, there 
was no change made by anyone after the text was voted by parliament.

The Chairman : Are we satisfied that we are finished with item 19? Item 
20—votes for supplementing other votes.

By Mr. Fleming:
Q. Will Mr. Sellar explain briefly and in a general way with regard to these 

several items? Is there anything more involved here than a situation where the 
government asks parliament for additions to items that had already been voted 
and where they found at the end of the year that much more had been asked 
for and voted than was required?—A. That is the effect of it.

Q. Nothing more than that?—A. Those paragraphs are here for information 
purposes only.

Q. It comes down then to a matter of the duty of parliament to review the 
estimates and not issue supplementary estimates without very great care being 
exercised, especially where they are in addition to anything already voted.— 
A. May I reply to that by saying that the estimates last year—that is, for the 
current year and the estimates now before the House for the next year—show that 
the government has already taken action to reduce these amounts to normal 
appropriations; the amount involved now is quite small.

Q. The new form of estimates could help somewhat to carry down that 
information with regard to the actual expenditures and the date the estimate 
was voted plus an estimate of the amount likely to be spent during the year and 
the then current fiscal year.—A. You take where there was $26 million in the 
votes in the year that is before you, this year it is $2 million.

Mr. Macdonnell : Does that mean that these amounts are drawn up in a 
careless day? I mean, on the face of it, one is surprised by some of the amounts 
that are dealt with, it makes one wonder whether Treasury Board, or whoever 
is charged with planning, has planned as carefully as one would like to have 
them plan. Do you feel, whatever has been true in the past, that it is going to 
be better for the future?

Mr. Sinclair : I would suggest that the very opposite is true; that where 
you have an amount of $25 million or $26 million approved by Treasury Board, 
that through the exercise of care Treasury Board cut the amount of that expen
diture down to $5 million, that very effective care was exercised.

Mr. Macdonnell : The appropriation was more than they asked for.
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Mr. Sinclair: The estimates of the department come forward to the 
Treasury Board which exercises control over them.

Mr. Macdonnell: That may be so, Mr. Chairman; but before these 
estimates come before parliament and we are asked to pass on them ; there is 
supposed to have been a very careful scrutiny of them.

Mr. Sinclair : There is. Contingency votes and salaries and so on are 
matters which are very difficult to forecast. I would say this, so far as Treasury 
Board scrutinizing these items is concerned, that their scrutiny did in fact result 
in the amount being reduced from the vote of $26,500,000 to $5 million or a little 
over.

Mr. Macdonnell : I am not criticizing the final figure. All I am suggesting 
is that somebody, I do not know whether it is the department or the Treasury 
Board, appears to have been a little careless in arriving at the amount of the 
estimate.

Mr. Fraser: It looks to me that if the government in relation to this $26 
million spent only $5 million it was certainly a mighty poor guess to begin with ; 
it must have been just a guess, not actual figures.

Mr. Sinclair : In ordinary departmental estimates you can come pretty 
close, but when you come to estimate appropriations for contingencies, to fore
cast requirements for emergencies of this type, it is much more difficult. I think 
the Treasury Board will have more control of these votes ; they are handling 
them quite differently this year from the way they did last year, and in examin
ing this emergency vote they have lowered the level this year.

Mr. Fraser: These are really supplementary estimates, these are additional 
sums to be voted. •

Mr. Sinclair: These are contingency items, something which you cannot 
forecast with any degree of accuracy but which may turn up.

Mr. Fraser : If they do turn up ; but on the ordinary estimates we were 
told last year there would be a cushion on these ordinary estimates and there 
might be the need for $1 million more, and in case there would be any question 
about it they would add another $300,000.

Mr. Sinclair: It is a very difficult thing to estimate precisely, even 
closely ; but it was pointed out in the Public Accounts committee last year that 
m these items of estimates they do not always turn out exactly as anticipated, 
and the suggestion was made that these “cushions” had to be put in in order 
to provide for the needs for the whole of the department.

Mr. Fraser: But here the “cushion” is $15 million.
Mr. Sinclair: That is a different type of item.
Mr. Fraser : Yes, it is sort of a sponge rubber cushion.
Mr. Sinclair: Oh, nothing like that.
The Chairman: Are you not satisfied, Mr. Fraser, that instead of spending 

$20 million last year they spent only $5 million?
Mr. Fraser: I am quite satisfied with that, but I still can’t see why they 

can’t get it closer.
Mr. Fulton: But the fact is, is it not, Mr. Chairman, that when it comes 

to estimating, the tax rates are set on the basis of the estimated requirements 
tor the fiscal year? And here you have this $20 million expenditure estimated 
which apparently was not required. Would that not result in our being over
taxed?

The Chairman : You should put questions on economic policy to the gov
ernment and on control to Treasury Board officials. Expenditures were $15 
million lower than estimates. I don’t think the public should object to that.
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Mr. Fulton: Taxes were raised by $15 million in this way.
The Chairman: Well, you had a surplus at the end of the year.
Mr. Fleming: I think we are all agreed that even though the amount is 

voted in the House we still want very careful scrutinizing applied by the 
department concerned over the expenditure of money. However, parliament 
has the final responsibility. The government made these estimates and brought 
them to the House. But here, as I understand it, what the Auditor General 
is saying is, that as things turned out there wasn’t any need for the additional 
appropriation. Actually, their appropriation probably was more than ample 
by a substantial margin to meet requirements. It seems to me rather than 
question Mr. Sellar on this point the man we ought to ask about it is Mr. 
Bryce; because we want to be sure, I think, that a great deal of care is being 
applied to insure the accuracy of these estimates as related to the strict needs 
of any department. Nobody could expect anyone to be able to foresee precisely 
throughout the year what the need for contingencies would be, that would be 
expecting too much of anyone; but we want the strictest care applied to the 
preparation of the estimates, and it strikes me that Mr. Bryce should be able 
to give us information on that.

Mr. Sinclair: There is another question. We have the Auditor General 
here, but it is the other department which had the authorizing of the expendi
tures, the Department of Finance. I would like M.r. Bryce to be available to 
give us information on this point.

The Chairman: Before calling Mr. Bryce I would like an expression of 
opinion from the committee as to what we should do. As you know, it was the 
unanimous decision of the committee that we would give only five meetings to 
the study of the Auditor General’s report. I gather that the proposal now is 
to ask that other officials be brought in to explain this particular item. I have 
no personal objection to having Mr. Bryce answer this question for us on the 
point Mr. Fleming just raised.

Mr. Sinclair: I only suggested Mr. Bryce because he is the one official 
who advises all departments, who for Treasury Board confers with all depart
ments in the preparation of estimates.

The Chairman: Yes. I have no personal objection but I want an expres
sion of views from the committee so that it will not be said that I over-stepped 
my powers and that we lengthened the procedure.

Mr. Thatcher: I think we should hear Mr. Bryce now.
M.r. Fleming: Mr. Chairman, if Mr. Thatcher consents we might hear 

from Mr. Bryce in connection with this matter now.
The Chairman: All right. Would Mr. Bryce please step up to the table?

Mr. R. B. Bryce, Assistant Deputy Minister of Finance, called.

Mr. Macdonnell: Mr. Chairman, might I just make one comment. I agree 
with what Mr. Fleming says, that we should have some explanation from Mr. 
Bryce on this. Personally, I think that is all the more important because of the 
fact that when estimates are brought down in the House they are a government 
measure, and for that reason accuracy is far more important than it otherwise 
would be.

Mr. Robinson: Mr. Chairman, I think we should have Mr. Bryce give us a 
short explanation as to the relative difficulty between estimating ordinary 
expenditures and contingent expenditures.

Mr. Fleming: Yes, and would he more particularly deal with additional 
appropriations asked for in excess of original estimates where it would appear 
later on that there is no need for them.
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The Chairman: Could we not proceed as wre have with the other witness? 
Could we not proceed by asking questions? I think you had a question, Mr. 
Robinson.

Mr. Robinson: Mr. Bryce, would you give us a short explanation as to the 
relative difficulty of estimating ordinary departmental expenditures and expendi
tures of a contingent nature?

Mr. Bryce: Such as in this vote 89?
Mr. Robinson: Such as that, yes.
Mr. Bryce: It is naturally very much more difficult to estimate what one 

will require for a vote of this kind to meet really unforeseen contingencies. I 
think though that you will understand vote 89 more readily if I say that after 
the bulk of the estimates had been prepared for the year in question the govern
ment decided to carry through a general revision of civil service salaries and 
consequently the votes for all the individual departments and units did not reflect 
those increases in salaries, and the reason that we put this very substantial 
amount of $20 million in this vote 89 for general salary requirements was that 
it was to meet the increased cost due to the increases in the civil service salaries. 
Now, the reason that something like two thirds of it was not used was that the 
other votes in fact have ‘been able to absorb a good deal of that increase in civil 
service salaries, so that this was a residual effect of many small cushions, if you 
like, in a whole lot of votes, which ultimately were not required.

Mr. Macdonnell: How do you account for the size of the amount in all 
these other votes?

Mr. Bryce: Pardon me?
Mr. Macdonnell: How does there happen to be so many cushions in the 

other votes?
Mr. Bryce : The reason for the cushions in the other votes is that in a good 

many cases the numbers of employees provided for by these votes were not 
realized during the year. You might recall during this period—1949—a number 
of departmental programs were being expanded and the government had author
ized them and had asked parliament for funds to enable this expansion to take 
place. In fact it has been difficult to get all the employees that they had planned 
on; and where that is the case and you had provided for salaries in these other 
votes, they proved in the end to be larger than required and were able to absorb 
much of the increased cost which it was thought would have been chargeable 
against this contingency vote. As a matter of practice we require the depart
ments to meet requirements for salary increases in so far as it is possible out of 
their regular appropriations, and only thereafter to meet requirements of that 
nature out of this general salaries contingency vote. In most cases the depart
ments were able to absorb the actual cost of "the increases.

Mr. Johnston: Can you take the moneys which were in the other votes and 
use them for increases in salaries unless they are specified in the other vote?

Mr. Bryce: Yes, we can—
The Chairman : Did you say, “unless”?
Mr. Johnston: Unless it was specified in the other vote?
Mr. Bryce: Both the vote and the general provision of the law provide 

that any increases in the rate of salary may be paid out of the vote providing the 
salaries for the unit.

Mr. Johnston: Yes, but I think it was brought out by this committee 
last year that there was to be an elimination of that practice of taking money 
Rom one vote and transferring it to another.

Mr. Bryce: This does not involve a transfer between individual votes.
Mr. Johnston: I understood you to say it did?
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Mr. Bryce: For example, let us take the vote for agricultural entomology 
in the science service of Agriculture. If in fact they were unable, as they 
probably were, to get all the technical staff they wanted for that unit, they did 
not spend as much on salaries as had been requested in the vote for the unit. 
Consequently, when the salary rates for people working in that unit were 
increased, the department was able to meet the increases by drawing upon 
funds that would have been spent on other salaries had they obtained a larger 
number of employees.

Mr. Johnston: That is the situation that prevailed in vote 89?
Mr. Bryce: That is the reason that demands on vote 89 were less.
Mr. Macdonxell: Does the word “increase” mean not only increases in 

salaries, but increases in staff in some departments?
Mr. Bryce: That is right.
Mr. Macdonxell: You were really both expanding and contracting the 

civil service then?
Mr. Bryce: Yes.
Mr. Fleming: Mr. Bryce, was there not a careful review made of the 

position in this regard, throughout departments, before the government asked 
parliament to vote the additional appropriation for this over-all purpose? That 
seems to me to be the gist of the whole matter?

Mr. Bryce: We made a rough forecast of what the amount might be.
Mr. Fleming: That probably brings it down to the nut of the problem. 

You use the expression “a rough forecast”. The question is one of degree— 
how rough are those estimates; how serious is the attempt made throughout 
every department, and especially through the Treasury Board in the last 
analysis, to see that these estimates are not rough but as accurate as it is 
reasonable to expect?

Mr. Bryce: In answering that I might just comment on developments since 
that time. In the following year the amount for this general salaries con
tingency was reduced in the main estimates to $1 million, and a further 
$1 million in the supplementary estimates—the additional $1 million really 
being necessary because we were faced with a great many wage increases paid 
to our prevailing rate staff. For the current year you will see the government 
has provided $1£ million. There has been a general salary increase proposed 
by the government and authorized, but it is not being paid until parliament 
votes additional funds. We have endeavoured in this year’s estimates, at 
greatly increased labour I might say, to reflect these higher salaries in the 
details of all votes, so that we do not need to put in a large contingency vote 
of this kind to provide for it.

Mr. Fleming: Mr. Bryce, I do not want to be offensive, but I do not think 
that you fully answered my question. We will all applaud the extent to which 
there has been an attempt made to be more accurate in the estimates, which 
you indicate has been the case in the last year or so, and what you say may 
rather reflect that there was not very accurate estimating done before. However, 
I come back to my question. Just how serious is the attempt in all depart
ments, and in the last analysis in the Treasury Board, to see that these estimates 
are as accurate as can reasonably be expected, and not just rough estimates?

Mr. Bryce: There is a great deal of effort put into that but it is a matter 
which requires a high degree of skill as well as some ability to anticipate what 
conditions are likely to be. For example, in the case of salaries, the Treasury 
Board instructions to departments are quite explicit and detailed as to what 
they should include in individual votes for salary items. They are only sup
posed to put in for salaries for the positions that have actually been authorized, 
the individual positions that have actually been authorized. Those are received
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by the Treasury Board in great detail—huge schedules with, in some cases, 
thousands of employees. They are not supposed to include temporary positions 
that have been vacant for more than ten months. Consequently the provision 
for salaries is very accurate. It may be vitiated by the fact that it may turn 
out to be incorrect because, in fact, the government may be unable to find 
employees. In recent years a good many departments have been short ol full 
strength because they simply could not find employees to fill the positions 
they have. That is the main type of inaccuracy which we run into.

In the individual votes for departments we do not include provision for salary 
increases unless they have been already authorized by the government and are 
known specifically. ~ We have tried to do that in the votes for the new fiscal 
year, as I mentioned, but we are faced every year with unanticipated salary 
changes. That has been the case for example recently when, during one year, it 
was found necessary to increase salaries paid to veterinarians. They were very 
difficult to obtain.

Mr. Eraser : They were underpaid too.
Mr. Bryce: No doubt, in relation to amounts paid by other employers. The 

Civil Service Commission, during the year, came to the conclusion it would have 
to raise the salary rates paid to veterinarians, and the government approved it. 
Now those are unforeseen things—they cannot be foreseen in detail when the 
estimates are brought down. Consequently, we always have here a general 
salaries vote of a modest size, and, if the individual votes are tight—because 
they could not foresee those changes—then they can be supplemented in this way.

In addition, in recent years, in a good many units, the wages paid to our 
prevailing rate staffs have gone up as a result of action quite outside the govern
ment. The Department of Labour, from time to time, determine wage rates in 
a given locality for a given trade, and it is the government’s policy to pay such 
rates. We have to be able to find additional funds to pay those increased rates 
and this would be where we would find them if the vote of the individual depart
ment, which had not taken that into account originally, was unable to look after 
the increases.

Does that answer the question?
Mr. Fleming: Yes, but it may raise a question about the attitude of the 

Treasury Department regarding cushions, and we had this last year. You 
indicate, as I follow your evidence, Mr. Bryce, that you have initiated procedures 
in the last year or two designed to effect greater accuracy in the estimates as 
submitted to the House. Has there been any change in the attitude of the 
Treasury Board with respect to the cushions in the estimates?

Mr. Bryce: I would say yes, sir; perhaps not so much in attitude as in 
ability of the board to locate amounts that may not in fact be required, and to 
thereby eliminate them. It is not so much a question of attitude as it is of 
adequate knowledge.

Mr. Fraser: You have not any special scale to go on?
Mr. Robinson: May I ask a question?
Mr. Fleming: Well, I have not quite finished. May we infer, from what 

you have said, Mr. Bryce, that the Treasury Board is—let us put it colloquially 
—trying to get tougher with respect to cushions in the estimates of various 
departments, as submitted to the Treasury Board.

Mr. Bryce : Yes, sir; it has been tougher in the last two years than previously.
Mr. Fleming: Would you care to make any comment on the degree of 

severity of this toughness?
Mr. Bryce: I think that would best come from departmental officials and 

ministers who have appeared before them—
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Mr. Sinclair: Or members of parliament who have been turned down.
Mr. Robinson : May I ask a specific question on a specific case? For some 

years I have been asking for the continuation of a hydrographic survey in 
Georgian Bay, and the department agrees that is desirable. I understand that 
for some years they have provided funds in their estimates for general hydro- 
graphic services. Now that has been so since 1946, but each year they have 
failed to find trained hydrographers. As a consequence, I imagine part of the 
vote has been unexpended, and, I suppose, that provides one of the cushions you 
talk of. Would you call that an unavoidable cushion, and how much of that type 
of thing do you run into?

Mr. Bryce: There are a good many unavoidable cushions, but I do not think 
that sort of thing is what we would normally regard as a cushion. We would 
regard as a cushion something put in to provide for unforeseen contingencies. 
It is not a cushion when you provide for more staff, for instance, and in fact it 
turns out that they have been impossible to obtain.

Mr. Cavers : Is it not necessary to get authority in the estimates to increase 
salaries or staff before the department can do anything about it? So, in present
ing the estimates to the House, authority must be given in the chain before any
thing can be done by a particular department for increasing salaries, staff, and 
so on?

Mr. Bryce: No, sir. The legislation permits the government to change 
rates, normally on the recommendation of the Civil Service Commission, but 
of course it cannot pay the increased rates unless there is money voted by 
parliament to do so. When the government, in December last, decided it should 
increase salary rates it explained at the time that it would be necessary to 
defer payment of any such rates until parliament had voted the additional 
funds in the further supplementary estimates to be brought down in a few days.

Mr. Sinclair: On Monday.
Mr. Bryce: There will be such amounts as are necessary to supplement 

the other votes and to enable those higher rates to be paid; and of course that 
provides an opportunity for parliament to inquire into the matter.

Mr. Fraser: Mr. Bryce, you made mention that this year the cushion is 
getting a little harder. Now what percentage would the cushion be? If it were 
softer before, what percentage would it be this year?

Mr. Bryce: That is very hard to say.
Mr. Fraser: Do you not have a range for each department? Would they 

not all be the same, depending on their staff ; or have some departments got 
an advantage over others?

The Chairman: It is not a question of advantage, it is a question of the 
greater need of one department over another.

Mr. Fraser: Well they should have an average.
The Chairman : They cannot have a definite quota or definite proportion.
Mr. Fraser: What is the average cushion?
Mr. Bryce: I am afraid, sir, I cannot say there is an average cushion 

because, by and large, we try to eliminate those cushions we can find in order to 
make the estimates as firm and realistic as possible. So, if there are cushions 
that have been put in there—it is a colloquial term and not an exact term—if 
there are cushions in there I am not able to say exactly how much they are. 
For example, take the ordinary votes of Public Works for works in the various 
provinces—let us say public buildings. It is perfectly obvious from the figures 
that in a good many instances the Public Works Department has spent far 
less than the amount voted. That has not been a deliberate cushion which 
they have put in there and that the Treasury Board did not detect or specially
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authorize consciously ; it has been due to the fact that they just could not get 
ahead with the work. That is not really a cushion although it may look that 
way after the event.

Mr. Fraser: Your main cushion is on staff?
Mr. Bryce: The main cushions are these general contingency votes.
Now there are in many construction items small cushions put in consciously 

and deliberately. If you will look into the vote on national harbours I think 
you will see $200,000 for unforeseen construction.

Mr. Fulton : Mr. Bryce, you just referred to Public Works estimates. I 
notice it has been the practice for some years now, in the architectural branch 
for instance, to put in figures by provinces, cities, or locations, and then have 
a heading in the estimates: “Less: Estimated amount by which actual expendi
ture on all listed projects will fall short of the total of amounts that may be 
required for each”; and that is deducted and the total amount reflects that 
deduction. Now who puts that estimate in, Public Works or the Treasury 
Board?

Mr. Bryce : It is done by agreement between the two. It has turned out 
in fact, in this past year, as presently evidenced from the figures shown in the 
new estimates, that that deduction was small, in many cases, compared with 
the difference as it actually developed.

Mr. Fulton : I have before me the page for the province of Quebec, and 
under the architectural branch they say: less estimated minimum by which 
actual expenditures will fall short of the total, $663,000. I was wondering. Do 
you think that procedure could be applied to other departments besides Public 
Works? And if so, would it have the effect of reducing the total estimates?

Mr. Bryce: It is unnecessary for us to apply it in a good many depart
ments because the projects are not specified in such detail. For example, if 
one enquires about the construction vote in the experimental farm service, he 
will see that they have in mind trying to do a whole list of projects which add 
up to more than the vote. But we manage to convince them that they won’t 
get it all done and in fact they should not ask parliament for more than the 
total sum specified, that is, less than the things they would like to do.

In the case of Public Works it has been traditional to list individual projects 
in the estimates. So for that reason it was necessary to make the deductions in 
order to get them down to what the Treasury Board felt was a more realistic 
limit as to what they might expect.

Mr. Fulton : Do you put that in there after Public VY orks submit its 
estimates to you, or do Public Works put it in there to try and convince you 
that it is the minimum that they expect? If it is the latter process, it seems to 
me that the department still simply over-estimates, shows a deduction, and ends 
up with a figure which is more than they need, and yet is able to say: look at 
what we have done.

Mr. Sinclair: Is not the reason why Public Works is different from any 
other department this very problem : for example, in British Columbia Public 
Works lists ten wharves which they intend to build in that area. They should 
know from past experience that only nine of those wharves will be built, but they 
do not know which one will not be built.

Mr. Cruickshank: Oh, yes, or take the case of the Fraser Valley.
Mr. Sinclair: And because of that experience, they put in these amounts. 

But in the case of an ordinary department you are going ahead with continuous 
construction projects, or with only one project for example. So I think that is 
why Public Works has the greatest number of re-votes of any number of depart
ments. And, as Mr. Fulton pointed out, nobody is keener than the chairman
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of the Treasury Board to keep these lapses down to a minimum, because that 
would lower his over-all estimates on public expenditures for the year and he 
is naturally anxious to keep that as low as possible. These lapsed votes are a 
real challenge to the Treasury Board and a source of annoyance to members 
of parliament.

Mr. Fraser: But the higher the Minister of Finance gets them, the more 
surplus he will have at the end of the year.

Mr. Sinclair : Yes, but what will he do with that surplus? Is it a debt 
or a reduction? That is the point.

Mr. Fulton : You did not get a chance to answer my question : whether 
those reductions in the estimates of Public Works are put in by you or by Public 
Works, and whether they present their estimates in this form, that is, as a first 
total, and then estimate the amount which won’t be needed, and then show a 
final total? Or whether they come along as a first total and you insist upon 
putting in the reductions?

Mr. Bryce : I think it is only fair to say that they are put in as a means 
of reaching agreement upon the total and that the Public Works department do 
not do this traditionally, and that the practice has only developed in the last 
two or three years in an endeavour to get a more realistic figure. That is an 
item which comes up in the negotiation between the Minister of Public Works 
and the Treasury Board in settling the final figures, and it is put in there. It 
is one of the means of trying to get a more realistic total.

The Chairman : May we assume that we have covered these “votes for 
supplementing other votes”, which are items 20 to 23; and that we may now 
pass on to item 24, “Votes "with legislative effect”?

Mr. Fleming: Mr. Chairman, are we adding to what the Auditor General 
said last year in connection with “votes with legislative effect” standing on their 
own feet as such?

The Chairman : There was an item in the report last year about it.

(Resuming the examination of Mr. Watson Sellar)

The Witness: Looking at the main estimates which are now before the 
House of Commons, I have noticed but one item, which I think justifies the 
action that you have taken in the past, and I think you have achieved your end.

Mr. Fleming: May I ask what it is?
The Witness: It is just a small item, a perfectly legitimate item.
Mr. Croll: Do not tell him what it is.
The Witness: It is just a dollar item in connection with the new Depart

ment of Defence Production where they authorize the transfer of moneys held 
by the Canadian Commercial Corporation to the new department on account 
of the retirement fund in connection with officials to be transferred by the 
corporation to the new department. It is a perfectly legitimate action, and it is 
the simplest way to do it.

The Chairman : And it does not involve any expenditure on the part of 
the government. It is just a transfer of retirement funds.

Mr. Fleming: But I suppose it is technically a breach of the principle 
that you should not have legislation by a mere item in the appropriation bill.

The Chairman : There is only one way of covering these items. It means 
no public expenditure but a transfer of retirement funds of the employees of 
one department to those of another department. It does not involve any public 
expenditure.
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Mr. Fleming: I think the committee will derive some satisfaction from 
the fact that the recommendation upon which we spent a good deal of time 
last year appears now to be reflected in the form of the new estimates.

The Chairman: You are right and in this regard I would like to be per
mitted to read from the statement the Minister of Finance gave to the press 
on the night he presented the estimates. I quote :

The Treasury Board has also followed the suggestion of the Public 
Accounts Committee that it avoid, so far as possible, votes having a 
legislative purpose instead of an appropriation purpose and also nominal 
appropriations where real amounts can be set forth. However, we still 
find that there are certain cases where nominal appropriations seem to 
be reasonable and sensible, and other cases where the authorization of 
certain transactions by votes in the estimates seem much the most 
practical way of dealing with temporary and minor legislative require
ments.

In this case it is just a transfer of retirement funds for employees, and 
it does not involve any public expenditure. Are there any further questions?

By Mr. Thatcher:
Q. Might I ask the Auditor General to explain what is meant by the 

dollar vote which parliament passes?—A. Mr. Chairman, it is done so that 
there may be an item in the estimates which the committee of supply may 
consider and which the House of Commons may in turn consider. It is neces
sary that there be a sum of money associated with it because you are granting 
supply. Therefore, one dollar is put in to qualify the items before the committee 
on supply. The important thing, however, is the text of the vote. That is the 
important thing.

Q. In connection with Item 24, votes 54. 429, and 796, we voted a dollar 
for each of them, just $3, yet more than $1 million were ultimately spent. I did 
n°t follow the authority that there is for spending that money?

The Chairman: Their authority is in the text of the vote which you passed 
}ast year. The dollar was set to enable it to be put in the estimates. But the 
importance of the vote is to be found in the wording of the vote itself.

Mr. Thatcher: Am I to understand that we could pass a dollar bill and 
then go out and spend $10 million or $50 million?

Mr. Cauchon: Why not!
Mr. Thatcher: Last year votes 54, 429, and 796, I think, involved an 

expenditure of over $1 million ; but as far as I can understand it, we only voted 
a $3 vote.

The Chairman: Vote 54 last year was one which we thrashed out in this 
committee and in the committee on External Affairs. It had to do with the 
spending of moneys which came to the Canadian government from governments 
abroad, as due to the Canadian government. Now, the government spent these 
moneys to build embassies abroad, and item 54 was simply a way of getting 
authorization from parliament to spend these sums. We ironed that out in this 
committee as well as in the other committee which I mentioned.

Mr. Thatcher: Mr. Chairman, I still have not had my question answered: 
u we pass a $1 vote, is there any limit on the amount of money which could 
be spent?

The Chairman: It is not a question of how much can be spent in any par- 
’acular dollar vote. We have to pin it down to one vote in order to answer your 
question. Vote 54 had to do with embassies. It may be that the Auditor General 
w°uld want to answer your broader question.

81843—2
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The Witness : In the case of vote 54, the text of that vote was “To author
ize the government to expend blocked currencies that were received as a result 
of the war”. Take for example Denmark, a country which in this case owed the 
government of Canada for certain services rendered by Canada. As a result 
we had in kroners in Copenhagen a sum of money. Now, the text of the vote 
permitted the government to use this blocked currency for the construction or 
purchase of embassy buildings in Denmark. The government purchased the 
building it was occupying. It is a good building. I have been in that building 
myself.

Mr. Sinclair: Yes, it is an excellent building.
The Witness: But the amount that the government could spend was limited. 

It came actually out of the kroners which were on deposit in Denmark to the 
credit of the government of Canada. That was the limitation in that case.

By Mr. Thatcher:
Q. What would be the limitation in vote 796?—A. That is a little different. 

Let us say that I applied for a government annuity. The agent took my applica
tion and took my cheque for the amount. But later on, for some reason or other, 
the government decided that it would not issue the annuity to me. Under the 
Consolidated Revenue and Audit Act the government had no power to return my 
money. So this vote was made to give them authority to return the money that 
I had paid them. Not a cent otherwise could come out of the Consolidated 
Revenue Fund of the moneys which they had received but had not applied to 
the government annuity. So that was the limitation there.

The Chairman: It was not an expenditure of public funds but a return of 
moneys accepted from the prospective annuity holders.

By Mr. Thatcher:
Q. On a general dollar vote then, Mr. Sellar, is there always a limitation?— 

A. Yes, sir, and as I say, the government is cutting down on them. I refer to 
the embassy item in the estimates now before the House where you will find an 
amount of $1,042,500 for the construction of buildings in various countries on 
the part of the Department of External Affairs. This year the dollar vote has 
disappeared.

Mr. Sinclair: As far as that vote is concerned, there is now a much better 
understandings to what funds we have in those various countries. At the time 
the previous votes were approved we did not know the actual funds that we had 
in those foreign countries and that really was the reason behind the dollar vote.

The Witness : But you were limited to the amount you did get, and I under
stand that is what Mr. Thatcher’s question was.

Mr. Fleming: I think it might be told, Mr. Thatcher, that the committee 
of External Affairs also concerned itself with this matter last year, as well as 
this committee. I think that so far as this particular transaction is concerned, 
the detailed review of it was made in the External Affairs committee, but this 
committee having regard to this and similar cases did express its opinion that 
we frowned on the i#se of these $1 votes for legislative purposes and we made that 
recommendation to the House against the use of this method in every possible 
case, and this is just a report, as I understand it, to indicate that this brings the 
situation up to date, as of the close of the last fiscal year, but the present situa
tion as reflected in the new estimates shows that our recommendation has been 
given effect to.

The Chairman: This year you have item 88, which was covered last year 
by a dollar vote, item 54, but this year they estimated exactly the sums at their
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disposal and you see in item 88 the amount of $1,042,500 for the same purposes 
as the dollar vote of last year. This year, they know how much they have and 
how much they can spend, and they ask parliament to vote the full amount 
instead of the dollar vote, just on account of the fact that the committee 
objected to that. Now, this year, instead of one dollar, if you will look at item 
88, for 1951-52, you will see $1,042,500. In fact, therefore, it is not a real 
increase. That money existed, but we did not know the exact extent of the funds 
We had there so we put in one dollar.

Mr. Fulford: That is, the money has never been in Canada?
Mr. Fraser: It was in Canada but we gave it to them.
Mr. Fulford: It was, and it went over and never came back.

By Mr. Thatcher:
Q. I am not just clear though, how we can vote one dollar and the govern

ment can spend an unlimited amount for a project. What is the legal basis 
for this dollar vote? There must be one somewhere?—A. It is the text of the 
v"otc, sir. I will read you vote 54: You will find it at the top of page E-12 of 
the Public Accounts.

Vote 54. To authorize the use during the fiscal year 1949-50 in pay
ment for the acquisition, improvement or furnishing of properties for 
Canadian Government offices and residences in foreign countries of incon
vertible foreign currencies from deposits of such currencies which may be 
used only for governmental or other limited purposes in these countries 
and which 'have been received by the Government of Canada from other 
governments in settlement of claims arising out of military operations or 
war expenditures.

That is the important thing. It is not the dollar. The dollar is of no 
Significance; it is the language of that vote that gives it effect.

Q. I realize that for vote 54, but does that apply any time the government 
wants to pass a dollar vote? I mean does that apply to any of these items?

The Chairman: It has to appear in the Appropriation Act, the definite use 
°f it, the definite purpose, in definite terms, and parliament votes on the terms 
°f that appropriation.

Mr. Fleming: The words, as well as the figures, are law.
Mr. Thatcher: I do not see how parliament can vote money in that way. 

ft seems to me that parliament may vote a dollar item and somebody -may decide 
t° spend $10 million.

The Chairman: Nobody can decide to spend $10 million, they are limited 
bY the purposes and the terms of the vote that is voted by parliament.

Mr. Thatcher: The money is spent, though.
Mr. Fleming: What Mr. Thatcher is getting at is that while this is legisla- 

tlon, therefore it requires the form of law, whether it is the words of the item 
°r the amount, it is not a sound method of legislation because it departs from the 
Principle of parliamentary control over expenditure. That is why this committee 
ruade this recommendation. We do not want to see legislation conducted in this 
r°rm and consequently we frowned on these one dollar items and, apparently, 
With good effect.

The Chairman: That is why this has been reduced this year to one item.
Mr. Thatcher: It is one item but it could be fifty.
Mr. Fleming: Not if we are on the job and make sure they do not fall into 

rhe old error.
81843—2i
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The Chairman: Shall we agree on “votes with legislative effect” and pass 
on to item 25?

Any questions on item 25?

By Mr. Fulton:
Q. I will be very grateful for one comment. You pointed out, I think, two 

specific cases where vote texts were used to accomplish things which were quite 
apparently in the intention of parliament to accomplish, in that a use was made 
of the money, which, of itself, was not subject to much criticism, the only criticism 
would be the technical one you have referred to. Do you regard this as a serious 
matter? Is it one to which our attention should be carefully directed?—A. I do 
not regard item 25 as of any material concern at all.

Item 26 raises a little question, but not one of tremendous significance. I 
would not worry unduly over it. In item 26—may I refer to it, Mr. Chairman?

The Chairman: Yes.
' The Witness: This new drug was on the market. It was being produced in 

the United States but it could not be sold in the United States, under the laws 
of that country, for a certain period but, by a quirk of their law, it could be 
exported and sold. These new drugs may have tremendous significance in the 
treatment of arthritis and of various other diseases. Unfortunately, the current 
cost of the drugs at the time was running to $200 a gram and to get a supply 
was going to involve a lot of money, and it was to get enough money in order 
to buy a sufficient quantity of these for experimental purposes that the Minister 
of National Health and Welfare indicated to the provinces that we should get 
together. The provinces said, “Well”,—I assume they said,—“Will you find the 
money?” The Minister of National Health and Welfare found the money and 
the provinces were used as a conduit pipe to get the money back into the Research 
Council. That is all. I think that the use of the Research Council was entirely 
desirable—I am not questioning that in the least—it was just a little technical 
quibble as to whether there was actually a transfer from the Minister of Health 
and Welfare which should have been made direct and was not strictly within 
the law.

By Mr. Fulton:
Q. In other words, it was a desirable purpose but to get it they had to strain 

a little?—A. I think they strained it.
Q. Are these the only two cases you found in the estimates? Going back 

to the general question: Is this a practice which is of sufficient moment, at the 
present time, at any rate, to worry about it?—A. No, sir, I would not worry about 
it at all. We have had it up with the department and we are pretty well agreed 
as to what to do in the future.

Q. There are four paragraphs in your report. Are these the only cases you 
found, those you refer to in paragraph 27?—A. Yes, item 27 is a tuppeny-ha’penny 
matter ; it is merely the construction of a comfort station out in Courtenay, 
British Columbia.

Mr. Crttickshank: When was that authorized?

By Mr. Fulton:
Q. What I am asking Mr. Sellar is this: You have drawn our attention to 

four cases where the interpretation given to the incident was strained to accom
plish desirable objects. Do we take it those are the only four cases which exist, 
in the public accounts?—A. We proceed in a pretty thorough manner to audit 
the accounts. I would not have mentioned paragraph 28 at all except that the 
Treasury Board forced my hand. After the expenditure had been made by the 
Department of Transport they decided they had no authority to charge it to
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their vote so they made an application to the Treasury Board tb be allowed to 
charge that expenditure to unforeseen expenses in order to regularize it, and 
Treasury Board refused. Their decision reads as follows:

The Board noted that this expenditure for which there was 
apparently no authority has already been charged to Department of 
Transport Vote 473, Main Estimates 1949-50. They were of the opinion 
that there was no special authority for now transferring this charge to 
the Vote for Unforeseen Expenses, and felt that any such transfer would 
not regularize in any way the illegal disbursement that had been made. 
In the circumstances they feel that the expenditure should remain as a 
charge to your vote 473, and that an item covering it should be set up in 
the ‘Deferred Claims Account’.

I am under instructions by the Consolidated Revenue and Audit Act to bring 
to your notice all irregular and illegal payments, and the Treasury Board says 
in this case there was an illegal payment, and so my hand is forced although the 
amount involved is only a few dollars.

Q. You have a general heading here, and you have pointed out four cases 
of irregularities. Can we take it that those are the only four that exist through
out the public accounts for the year in question and say this is not a matter we 
should give much concern to, or would you say it is a matter on which there might 
be more cases than those you have drawn to our attention and we should perhaps 
be concerned about it?—A. We make a pretty thorough audit ; we do not make a 
one hundred per cent audit so I cannot be one hundred per cent sure, but I think 
you can assume that we have uncovered every case.

Q. Well, then, it is not very serious?—A. No, it is not serious.

By Mr. Fleming:
Q- I suppose there is always the question we should ask: do you know what 

has been done -since to recover illegal payments or to deal with the irregularities?
A. In this case the fact is that we got the benefit of the services that we wanted 

so there is no question of a recovery. What we are concerned with essentially is 
future practice. While we and the department will quarrel publicly, we get 
along pretty well, and we come to a general agreement as to what the practice 
should be in the future in like instances.

Q- This is just by way of illustration to show how it works?—A. I am 
'Opposed to bring it to your attention and I have done so.

By Mr. Cmickshank:
Q. Mr. Chairman, under item 27 I wonder if Mr. Sellar would give us a 

short explanation as how that has been handled.—A. On item 27, sir, the 
department of Public Works wanted those facilities in connection with one 
0 . ’ts floats located at Courtenay slough, but the municipality of Courtenay 
saul: Here, we would also like to have the use of the same facilities and it 
w°uld be better were we to construct this- on our land rather than build it on 

float; and they made a deal with Public Works. Public Works said: We 
'A put up $5,000. Now, the vote out- of which this amount was paid1 was the 

°ne f°r miscellaneous work not otherwise provided for. The Public Works Act 
defines “works” as meaning and including any work or property under the 
c°ntrol of the minister. This particular building was- being built by the 
Municipality on land owned by the municipality and being retained by the 
Municipality; which, in our opinion, was property not under the control of the 
Minister and, therefore, it was improper to charge it to that vote, it should 

ave been charged up against a more general vote.
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Q. In other words, it should not have been charged up against this vote 
but rather against a general vote?—A. Yes, where they could have drawn 
authority from a general authority, but, as I say here, to us it appeared that 
a charge to this vote was not regular, because of the fact that title was not 
vested in the Crown.

The Chairman : “General Health Grants”, items 29-31—are there any 
questions?

By Mr. Fleming:
Q. I wonder if Mr. Sellar would give us the general principle involved in 

this section?—A. You are speaking of item 29?
Q. Yes, to items 29 to 31.
The Chairman: Yes, under General Health Grants.
The Witness: In item 29, parliament in special votes authorized grants to 

the Fort William sanatorium and to the Kamsack Union hospital. In one case 
the grant was $200,000 and in the other case it was $40,000. Those grants 
were a contribution, neither hospital had to give proof that it had expended 
the money in the construction of buildings. They were grants to them. They 
received the money. They did not construct the buildings at once, but they did 
later on, and therefore when it came to calculating our one-third contribution 
under the agreement the question was: Should our previous contributions be 
also taken into the calculations in establishing our one-third? The Treasury 
Board felt such a course was desirable and they took appropriate steps, gave 
appropriate directions to that end. The department has recovered part of the 
money, but not all of it, from the two hospitals.

By Mr. Fleming:
Q. The Treasury Board instructed that these amounts be taken into account 

in calculating that one-third share of the dominion government?—A. Yes, with 
respect to our one-third share.

Q. How did it work out in the end?—A. As a result of that decision it was 
regarded that we had over-paid and that we should recover from the provinces. 
We do not deal with the municipalities, we deal with the provinces.

Q. What progress is being made on recovery?—A. The money has been 
recovered with respect to the Kamsack Union hospital, and in part the money 
has been recovered in connection with the Fort William sanatorium, but not 
all of it yet. I understand that it is being recovered but it has not all been 
recovered up to date.

The Chairman : Are there any other questions on these items?

By Mr. Cruickshank:
Q. Yes, Mr. Chairman, I would like to ask a question there. I see the 

Auditor General says, “grants were not to be made for the construction of 
the same hospital facilities by two or more departments.” The reason I am 
asking this question of Mr. Sellar is that it has been brought to my attention 
that the same tactics may be used again to get exactly the same kind of a grant. 
As I understand it, other hospitals are utilizing exactly the same form of approach 
as has proved successful in so many cases in the past, and I was wondering if 
anything was being done to safeguard against such a practice?-—A. There is less 
possibility of that sort of thing happening now, Mr. Cruickshank, because the 
Department of National Health and Welfare is now concerned with the welfare 
of the Indians, as well as with other types of grants; so I think you have a 
safeguard there, sir.
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Q. Then they would not be able to put the same kind of grant through 
again?—A. Well, if you are smart, you can do almost anything, I .would say; 
hut I would say that inasmuch as it is all now under the one department, the 
Department of National Health and Welfare, they are pretty good and you 
can rely on their integrity.

Mr. Sinclair: Mr. Cruickshank, I suggest, did not understand this esti
mate; they cannot now get the same grant over again, as has been the case
in the past, in some instances.

The Witness: Yes, that is what Treasury Board are seeking to avoid.
Mr. Sinclair: That is just the point I want to make sure of; it is clear

that- Treasury Board are now in charge of it?
The Witness: Yes.
Mr. Cruickshank: That is all right, if Treasury Board are in charge of it.
The Chairman: Item 32—Vote Charged Before Liability Established. 

Any questions?

By Mr. Thatcher:
Q. Just a word on that item 32: Iiow can P.C. 142/666, of February 11, 

1949, authorize the purchase; does that mean that an Order in Council can 
authorize the expenditure of money? Just how does that work?—A. No, sir. 
The explanation is this : A department cannot buy a building like that without 
the. authority of the Governor in Council to make the purchase ; therefore, 
their first step after they have negotiated and found out what the price would 
be and have come to some agreement about it, is to go to the Governor in 
Council and ask for authority to enter into a contract for the purchase of this 
Particular building for “X” number of dollars. In this case they wanted the 
building, which was a sash and door factory in Quebec City, for one of the 
units and they found that the city of Quebec was making a claim on account of 
certain water connections and sewer facilities that they had provided, that held 
up the deal; and, actually, I do not think any money has been paid yet on it— 
last time I looked at the record, in December, no payment had been made then— 
that is why I bring it to your notice. A cheque was issued but the cheque has 
not been delivered to the purchaser—

The Chairman : It has not been sent to the vendor.
The Witness: To the vendor, pardon me; that is the reason that isn’t there.
The Chairman: Can we pass on to item 33 “Extra-Statutory Grants of 

Annuities”?
The Witness: If I may interrupt, sir, I understand the department shares 

the view that we take and they are supposed to suggest appropriate action 
along those lines.

Mr. Fleming: What is that?
The Witness: That provision should be made for that in the estimates, 

that it should be authorized by an item in the estimates, just as in all other 
cases.

Mr. Fleming: That is, as an individual item?
The Witness: It would be an individual item ; whether the government 

will accept the recommendation of the department or not, I don’t know.
The Chairman : Item 34: “Civil Servants’ Liability for Acts of Negligence”.
The Witness: I am sorry, sir, that at the foot of page 12 there is a mis- 

statement. The fault is entirely my own. You will notice the last line says, 
"one-fifth of the amount paid”. What happened was that as I drafted that 
section I used my illustration first, in which case there would be one-fifth; 
but if the amount is, say $25, the civil servant is required to reimburse the
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full 100% of the amount ; and it graduates down to one-fifth; so the wording 
should be changed ; to “any substantial amount”. I am sorry I made that error. 
The fault is mine.

The Chairman: Are there any questions on item 34?

By Mr. Fleming:
Q. On item 34, I see at the end of that section you say, “In view of the 

ramifications of the public service, it would be a protection to both employees 
and Consolidated Revenue Fund were the matter made the subject of legislation.” 
What form of legislation do you recommend would take care of that, Mr. Sellar? 
—A. I am hoping that in the revision of the Consolidated Revenue and Audit 
Act notice will be taken of this.

Q. Do you think it should take the form of, say—
The Chairman : There is notice on the order paper that the bill is coming 

to the House, so we will have a chance to see what is in it soon. Are there 
any further questions on item 34?

Item 35—Cost-Plus Contract Awards :
Q. I wonder if Mr. Sellar would give us an explanation of this item? How 

many kinds of cost-plus contract are there?—A. Well, there are four types of 
cost-plus contracts taking the place of fixed price deals; there is the cost plus 
a percentage, cost plus a fixed fee, target price and management fee. Now, 
bear in mind that I am dealing with departments generally and not with any 
particular department—certainly not with the Department of Defence Produc
tion, because it has its own legislation—I am dealing with all of the departments. 
Section 36 of the Public Works Act regulates, and it says, “Whenever any works 
are to be executed under the direction of any department of the government, 
the minister having charge of such department shall invite tenders by public 
advertisement for the execution of such works, except in cases :

(a) of pressing emergency in which delay would be injurious to the public 
interest ; or

(b) in which from the nature of the work it can be more expeditiously and 
economically executed by the officers and servants of the department; or

(c) where the estimated cost of the work is less than $5,000 and it appears 
to the minister, in view of the nature of the work, that it is not advisable 
to invite tenders.”

When you have a case of a cost-plus contract there is no reason to invite 
tenders because when you invite tenders you are after competitive prices, but 
in a cost-plus contract all you are negotiating is the percentage, or you are 
letting it out on the basis of a fixed fee and, therefore, there must be a selection 
of contractors. But, to bring the thing within the legal scope of the power of 
the Governor in Council to award a contract you have to fall back on (a), a 
state of pressing emergency. You must proceed that way. Now, my view is 
that you cannot avoid using one form or another of cost-plus contracts for 
various types of work. You have cases of urgency where the plans must be 
developed as the work proceeds and where, let us say, the contractor cannot 
estimate what volume of overtime he is going to have to use on it. Then you 
have cases where the work is of an experimental or novel nature, such as the 
construction of an aeroplane or something of that sort where neither side can 
estimate what the real cost is going to be. Then, you have the case where 
the work is located in a remote area where the contractor undertaking the job 
is not able to hire workmen locally—he has to provide housing for his employees, 
he has to get them there, he has to move in his materials and that sort of thing. 
Then, the other type is, that you let a contract at a time when prices for labour 
and material are fluctuating, maybe going up and down. If you ask a con-
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tractor to bid on a firm price under any of these situations he is going to put 
in a tremendous contingency fee to protect himself. That might mean there 
would be a substantial increase in cost to the government ; or, in the alternative, 
the contractor might take a licking. There you have the situation. Therefore, 
you must use one form or another of the cost-plus arrangement. Now, I look 
at it this way, that that section was enacted at Confederation—-with the excep
tion of the $5,000 limit, which was added in 1903—in those days a minister ran 
a department, they really performed the functions of the present day deputy 
ministers and of branch heads—they did everything—but today the minister can
not operate his department, lie has to delegate responsibility and he has to depend 
°n his officers. I think you should give the minister protection so that if 
blunders are made he can discover them early and take steps to correct them. 
One of the 'great problems is: What constitutes a state of pressing emergency? 
One of my predecessors was a very independent gentleman and he had a con
troversy with the Public Works Department and the Department of Railways 
and Canals, in 1902, as a result he asked for an interpretation. He was not 
satisfied to take the word of the Department of Justice on it so he referred the 
matter to an independent solicitor, Sir Allan Aylesworth—he was then a prac- 
tising lawyer—he asked him for an opinion as to what this phrase meant and 
here is what Sir Allan gave as his considered opinion:

In my opinion, the Minister in each case must be the judge whether 
a case of pressing emergency exists. No doubt the minister in any 
particular case would, if he thought the matter of sufficient consequence, 
advise with his colleagues on the subject, and the responsibility would 
rest upon him and them to Parliament for any action the department 
might take in the view that a case of pressing emergency existed.

Q. What was the date of that?—A. That was in 1902. In the case which 
I have before you, and which I am quoting, the R.C.A.F. decided to occupy an 
air station at Chatham, New Brunswick. The decision must have been made 
at least in the month of November, because the Canadian Commercial Corpora- 
tmn submitted a report to the Governor in Council early in December. They 
said “on account of the present emergency”, because the air force wanted 
occupancy. Actually the air force did not occupy until the first of May. 
Furthermore, the first contract merely asked for authority to spend $20,000. 
You would have thought that plans and specifications for $20,000 worth of work 
could have been prepared but, on the grounds of pressing emergency, the contract 
was _ awarded. As I pointed out, the subsequent action was that once this 
Particular contractor got going they worked out further plans as to what was 
Necessary and ultimately $465,000 was spent. I think we are getting full value 
tor the work and I am not criticizing the work, but the decision was made that 
We would proceed on a cost-plus-fee basis on a $20.000 contract and $465,000 
was spent. Case number II is in for a different purpose.

By Mr. Broume:
Q- Could we’ ask a question on case number I? What was the fee that he 

received on the balance of that work?—A. Five per cent on the first part.
Q- $20,000 at 5 per cent.—A. It all works out at roughly 5 per cent.
Q. Why were tenders not called on the remainder of the work, if the 

urgency did not seem to exist by May?—A. The reason they were not called 
ln the latter instance was the man was already on the job, had his equipment 
an(l everything else there, and could undertake the work cheaper than anyone 
else could do it coming in new.

Q. The -amount of equipment he would have there on a $20,000 contract 
Would not be very much?—A. You are going to examine the Department of 
National Defence and they should be familiar with that. I am only dealing 
Mth the figures—I cannot tell you about the equipment on the ground at all.
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By Mr. Cruickshank:
Q. Have you any access to their books?—A. Oh yes, we have free access— 

and no department has ever refused us access to their books.
Q. My experience has been that nobody audits the books when contractors 

are on a cost-plus 'basis?—A. Oh, you are talking about the outside fellow. 
The contractor’s accounts are examined by the Treasury cost accountants, not 
by us.

Q. By an official of the Treasury?—A. Yes, officers of the Comptroller of 
the Treasury.

By Mr. Johnston:
Q. May I ask Mr. Sellar if the contract that originally was to cost $20,000 

was the same contract that was then carried on and ultimately cost $197,000? 
—A. No, they awarded new contracts, listing the work to be done.

Q. Yes, but what I have in mind is was it a much larger project than was 
contemplated at $20,000?—A. Yes, it was a larger project.

Q. In fact it was a different contract from the one anticipated under the 
$20,000 item?—A. Yes, I think so.

Q. I cannot see how it would otherwise. Certainly it would not have gone 
from $20,000 to $197,000 without there being a different type of construction.

The Chairman : You may note the item and when we get to National 
Defence you can bring the matter up then.

Mr. Johnston: The only reason I ask is that certainly Mr. Sellar himself 
would have to be cognizant of the fact that a $20,000 contract could not be 
considered to be the same project as a $197,000 contract. I think Mr. Sellar 
would have to have made himself acquainted with the differences.

The Chairman: Let Mr. Sellar comment.
The Witness: I have no particular comment.
Mr. Fraser: In the other item, on the very same matter, you have a 

contract of $87,000 cost-plus, and another contract for $160,000. I suppose that 
would be cost-plus too. This work has cost up to date $445,000, with $20,000 
more to go. That would be $218,000 more than what the contract calls for. 
There seems to be something wrong there.

The Witness: If you add up all the contracts they come to the figure I 
gave.

Mr. Cruickshank: May I ask a question? As I understand it, Mr. Sellar 
has this in his branch, can we not have an opportunity to ask departmental 
officials concerned?

The Chairman : At a later date, when we are on National Defence.
Mr. Cruickshank: I appreciate the Public Works auditing is not done 

by Mr. Sellar but I want to point out that the figures are too startling here. 
I do know the parliamentary assistant has heard me on this, occasionally, 
but I know on a certain dyke a few hundred thousand were spent and some of 
the money was deliberately wasted on these cost-plus contracts. I say “deliber
ately”, and I want to have an opportunity to make further inquiry of some 
officer who does know how these ridiculous figures were arrived at.

The Chairman : This is the moment to ask the Auditor General his reaction 
to these cost-plus contracts, but if you wish to ask details of the departmental 
officials we will have to have them here.

Mr. Cruickshank: That is what I want.
The Chairman: May I point out that I am directed to deal only with the 

Auditor General and the secretary of the Treasury Board. Later on we are 
going to go into national defence accounts and you might move that we get 
somebody from there.
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Mr. Cruickshank: At the suggestion of the parliamentary assistant we 
have a financial expert sitting beside the Auditor General. I cannot see any 
reason why I cannot have a Public Works expert sitting beside the Auditor 
General too.

The Chairman : I have no objection but you must ask the committee.
Mr. Sinclair: Surely this is one of the things that will be raised when 

national defence accounts are before the committee. At that time you can 
ask questions of defence officials who audited these accounts.

Mr. Wright: This matter of the dyke, mentioned by Mr. Cruickshank, 
does not come under national defence.

The Chairman: If you wish to enlarge the scope of the enquiry I do not 
object. ‘ M

_ Mr. Cruickshank: I am anxious to get to the bottom of this cost-plus 
business. I believe a lot of members, the majority of members, think that they 
stink. I certainly do, and although I am not referring to this individual item 
at all, I can see no reason against having a Public Works official sit beside 
Mr. Sellar.

Mr. Sinclair: It is not Public Works, it is National Defence.
Mr. Cruickshank : All right, National Defence.
Mr. Fleming: There should be a distinction there.
Mr. Cruickshank: National Defence, then.
Mr. Fleming: Mr. Bryce is here as an official of the Treasury Board 

who has reviewed the estimates of all departments, and he is here because we 
asked him to sit in on these two matters.

Mr. Cruickshank: I think it is an excellent idea, but I want somebody 
to explain to me how it works that, there is a difference in this particular item, 
why the amounts are published in dollars and cents as they appear on the sheet 
there, and why. it was necessary in May to give an additional cost-plus contract 
to that great extent. The other day we had referred to us something up on 
the Alaska highway which I can understand. That was the Alaska highway, 
however, with difficult climatic conditions, and I can understand it. In this 
case I would like to know why there is this difference in this cost-plus matter.

Mr. Sinclair: I would like to reply to Mr. Cruiekshank’s statement that 
these cost-plus contracts stink. I thought Mr. Sellar’s comments regarding 
conditions under which cost-plus contracts were awarded were very good 
and I made a note that I should read them again when the record was available. 
Mr. Cruickshank says cost-plus contracts stink—

Mr. Cruickshank: Most of them, I said.
Mr. Sinclair: I think Mr. Cruickshank has this point—that it would be 

extremely interesting to know the degree of supervision over these costs, and 
how that supervision is exercised, especially by National Defence. I would 
suggest that this item is one that could be discussed at whatever length is 
desired when the people from National Defence arc here. There are treasury 
officials of National Defence. Mr. Bryce is the Secretary of the Treasury 
Board, but we have our own treasury board officials with the Department of 
■National Defence. When they are here we can raise the question much more 
effectively, especially wdien we only have five days on this report.

Mr. Johnston : As it was found out during the last war by the War 
Expenditures Committee, this type of contract, cost-plus, does lend itself to 
VerY exaggerated over-expenditures in the case of overtime, in the case of 
materials, and so on, and it does take very close supervision. Now, that close
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supervision, as we found out in the War Expenditures Committee last time, 
was not always exercised, and in my judgment, as a result, there was a 
tremendous amount of money wasted.

I think in the case of cost-plus contracts which have followed there has 
been closer supervision and no doubt we have saved money. I think the remarks 
of Mr. Sellar are applicable here, but there is one question I want to ask before 
we leave section 35.

The Chairman: Excuse me, Mr. Johnston, but Mr. Cruickshank has a point.
Mr. Johnston: All right.
The Chairman: We have been asked by the members of the committee to 

limit our study of the Auditor General’s report to five meetings. If it is the 
wish of the committee that we open the door to the investigation of any depart
ment we can extend it very far.

Mr. Cruickshank: That is satisfactory to me.
The Chairman: The item that Mr. Cruickshank properly raises has to do 

with National Defence. It has been agreed that once we are through with the 
Auditor General we will go into National Defence—when we come back after 
Easter.

May I suggest that might be the time when the point will be taken into 
consideration and officials brought in with respect to this contract. I will ask 
the secretary to note the item so that it can be brought before the committee 
when we are on National Defence. Is that agreeable?

Mr. Cruickshank: That is all right.
Mr. Johnston: On this section 35, and this cost-plus-fixed-fee contract 

that was authorized, when the contract was first talked about it was $20,000 
plus a fixed fee of $1,000. The contract then amounted to $197,505.

Mr. Browne: $465,000 at the end.
Mr. Sinclair: $445,000.
Mr. Johnston: Now what was the fixed fee in that regard? I do not see 

that it is mentioned.
Mr. Fraser: It shows on the next page that he got $16,000.
The Chairman: That is another contract.
Mr. Johnston: What was the ultimate fixed fee?
The Witness: Approximately 5 per cent.
Mr. Browne: 5 per cent.
Mr. Johnston: What would that amount to?
Mr. Browne: $23,000.
The Witness: $23,000.
Mr. Johnston: That looks like quite a fair fee in view of the fact that the 

project was enlarged greatly. I suppose it might be all right.
The Chairman: Are there any further questions on item 35? If not, we 

will go to item 36, cost audit settlements. Are there any questions?
Now I do not want to go too fast but we have assumed that members would 

read the items before they came to the meeting and, if there are no questions 
raised after a few seconds, I am passing on to another one.

Item 37, inventories of special equipment and tools.
Items 38 and 39, payments in advance of work performed.
Mr. Fraser: On item 39 the $10,000 for flatware would be knives, forks, 

and spoons, I would imagine. Why should that much be spent all at once, 
because each embassy.is equipped, is it not?

Mr. Cruickshank: That is due to the fact, I suppose, that they get stolen.
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The Witness: The department would have to answer that.
Mr. Fraser: External Affairs?
The Witness: Yes.
Mr. Cruickshank : Those went to the legations overseas.
The Chairman: With the committee’s permission I would ask Mr. Bryce 

to comment on that.
Mr. Bryce: I think perhaps the explanation of that question is simply that 

these were bulk purchases for the missions abroad. They are furnished by the 
department.

Mr. Fraser: But we have these embassies and missions and each one is 
fully furnished. They furnish thorn as they go along. , $10,000 for flatware 
would cover quite a few missions and embassies, I would imagine.

Mr. Sinclair: Some of the missions have had to provide their own flatware, 
dishes, and furniture.

Mr. Fraser: Which ones?
Mr. Sinclair: I think of the one in Rome, particularly.
Mr. Fraser: That is charged to External Affairs?
Mr. Sinclair: No, the ambassador provided it himself.
Mr. Cruickshank: Maybe he gets them from War Assets.
Mr. Johnston: With your consent, Mr. Chairman, I would like to go back 

to item 37.
The Chairman: Certainly: “Inventories of special equipment and tools.”

By Mr. Johnston:
Q. Could Mr. Sellar tell us.the general practice of the departments con

cerned in keeping track of tools that the Crown owns? What I mean is that 
during the last war in the aircraft factories and shipbuilding plants it was neces
sary for the government to acquire a lot of tools over and above those which 
the contractors had. For instance, we supplied, I should think, thousands of 
dual-purpose lathes. Now, how were these tools kept track of?—A. Each of 
the machines was labelled.

Q. How were they labelled?—A. There was a brass label screwed on to 
them, or welded on to them in some way or other.

Q. Was that donè in every case?—A. Yes, sir. We hope so, in any event. 
And a central record was maintained of that machine by number and style and 
cost. And when the machine was transferred to another plant, it was recorded 
m the. accounts as taken out of the one plant and put into the other. So in that 
way it is hoped that a complete record was maintained of the equipment 
purchased during the war.

But after the war ended, that particular record branch was disbanded and 
since then the situation has rested between heaven and earth, or, in other words, 
between the Canadian Commercial Corporation and the Department of National 
•Defence as to who should maintain such records. No records were being main
tained. We interested ourselves in it and we visited several airplane plants 
which are now producing. We came back and urged either the department or 
the corporation to get busy and see that satisfactory records were set up. The 
Canadian Commercial Corporation undertook to do so, but it had not been 
undertaken at the end of last year so that is why I noted it. But it has since 
been done, and now the matter is being attended to.

Q. You say that you visited certain plants and that you made representa
tions that these things be more satisfactorily kept track of. You spoke of a 
brass, label which was put on a machine. When was that practice started? It 
certainly was not started at the first of the last war?—A. I would say it was 
started in 1941 because there was a lot of back-log work to be picked up.
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Q. Would that be after we had got well under way in the manufacture of 
aircraft and ship-building?—A. We had quite a lot in 1940; we had a big back
log. I am not disputing that. That is why I qualified my statement by saying 
that I hoped we had labelled everything.

Q. I noticed that you made that qualification in your remarks because 
I recall that I made this point clear in the War Expenditures committee at that 
time : that in a great many of these plants which we visited, the only label on 
these machines which must have cost thousands of dollars, was a number which 
was painted on. Well I recall asking the manager of one of the plants what 
other label was on a government machine to distinguish that machine from 
their own machine, because they would have similar or identical machines right 
alongside it. And the manager said the numeral was the only thing there was. 
I do not suppose anyone ever did so, but I cannot see what there was to prevent 
someone from taking some gasoline and rubbing that painted number right off.

Mr. Fraser : There would be a serial number, would there not?

By Mr. Johnston:
Q. There might be a serial number, but as far as plant identification was 

concerned, that was all that was on it. I imagine we must have lost a tremen
dous number of these machines.—A. If I may be permitted, I must challenge 
that statement, Mr. Chairman. We made it our business to follow that up. 
And at the end of the war what I always worried about was that some member 
of parliament might go into some foundry and find a dual-purpose lathe stuck 
up against the wall and not in use. He might ask: Why is that lathe not in use? 
And they would say: It is not ours. It belongs to the government of Canada. 
And I worried that you might think it very inefficient of the government of 
Canada if it does not keep track of its equipment better than that. So that 
is why we interested ourselves right after the war to see that control was kept 
over these machines and that records were maintained.

Mr. Johnston: I am not questioning your revised system after the war was 
completed. But now that we are entering another period when we shall have 
increased war production, it occurred to me that we should not get into the same 
position that we were in at the beginning of the last war when certainly the 
system used lent itself to a condition whereby a lot of machines could very 
easily be lost. So I think that great caution should be taken now to keep a very 
careful record of the machines that the government is buying, because I think 
the matter was very loosely handled before.

The Chairman : Would not the fact that the government had a list of 
the machines by serial numbers permit the identification of a machine, even ' 
though there was only a painted number beside the serial number on each 
machine purchased? Would not the fact that the government had these serial 
numbers in their books permit of easy identification?

Mr. Johnston: I do not think it would be just as easy to identify a 
machine after it had been moved from its location, let us say, several times.

By Mr. Browne:
Q. Is there any legislation which places an obligation on a corporation to 

undertake this work?—A. The obligation is contained in the contract, by reason 
of the contract.

Q. Who holds that contract and has a record of it?—A. It would be with 
the Canadian Commercial Corporation and subsequently with the Defence 
Production Department.

The Chairman : Gentlemen, it is now three minutes to one. Shall we 
adjourn at this point until tomorrow at eleven o’clock in the morning?
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Mr. Fraser: That is what is indicated in Votes and Proceedings.
The Chairman: Yes. Might I ask if it is convenient for the committee?
Mr. Cruickshank: Which item are we on?
The Chairman : We finished Item 39, I think.
Mr. Cruickshank: No, no, not Item 39.
The Chairman : Well, let us stop on Item 37, and keep “Payments in 

Advance of Work Performed” open for the next meeting. Is it agreeable to 
have the next meeting tomorrow morning at eleven o’clock? It is agreed.

Mr. Fleming: What about next week, Mr. Chairman?
The Chairman: When do we adjourn? We adjourn on Wednesday. Do 

you want to have a meeting on Tuesday morning at eleven?
Mr. Sinclair: Yes!
Mr. Fleming: I would rather see it Tuesday than tomorrow.
Hie Committee adjourned at 1 p.m. to meet again tomorrow, Friday, 

March 16, at 11 a.m.
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MINUTES OF EVIDENCE
House of Commons, 
Mabch 16, 1951.

The Standing Committee on Public Accounts met this day at 11 a.m. The 
Chairman, Mr. L. Philippe Picard, presided.

The Chairman: Order, gentlemen:
We have a quorum so I think it is in order to proceed. When we adjourned 

yesterday we agreed that we ivould start over again wbth items 38 and 39, 
“Payments in advance of work performed”. Are there any questions on these 
items?

Mr. Watson Sellar, Auditor General, called:

Mr. R. B. Bryce, Assistant Deputy Minister of Finance, in attendance.

Mr. Cruickshank: On item 39, Mr. Chairman; I don’t suppose time 
is very much involved- in that, is there? It says, “to make progress payments 
as they become due”, and it refers to silver flatware required by missions 
abroad. Apparently they gave this order for flatware to a silversmith a 
Lansing, Ontario. It also says that it was noted that the department was 
demanding delivery of the blades and dies and was taking steps to terminate 
the contract. The question I want to ask is this: is that the only step that 
has been taken with regard to this money that wras paid out? Ihe reason 1 am 
asking is that I wondered what the situation was there; what advances you 
make to manufacturers of this kind. Do they get it all? I am satisfied a 
the government is not going to lose anything on this, but I was wondering 
if you had anything you wanted to say about it. I am not complaining abou 
the purchase of blades, dies, and so on, but I notice that progress paymen s 
amounting to $1,743 have been paid yet apparently you have received nothing
at all for that amount. , . „ . , ,

A. The situation is this, sir; the Department of External Affairs decided 
that they wanted to secure silver flatware for use in the embassies suitably 
marked with the arms of Canada, and so on, and in 1947 they were of tie 
opinion that silverware was in short supply so they negotiated with tins c up 
who is a specialist in this particular line; it is a part time activity with him, e 
has a little place at this town of Lansing in Ontairo. They gave him a contract 
He undertook to do the work but he was short of money. He hired one m wo 
men and secured dies and blanks and so on ; but he never had enough mom y o 
Produce the goods and he could not get progress payments. He had been made, 
as pointed out, some advances. A year ago the department decided: here, ns 
thing can’t go on; so they sent treasury cost accountants to examine into tne 
situation. They reported that this fellow was making some progress, that he 
had some pieces made, but in no instance did he have enough to make a 
complete set for an embassy. The department then went after him and as a 
result in August of this year terminated the contract and ordered t e goo s 
that had been supplied to date returned to the department so that they could 
get some other contractor to finish it off. The department considers that it is 
breaking even, that the government is not losing any money il and when they 
can complete these sets.
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Q. In other words, he did not do his part in this case?—A. In my opinion 
the department erred in taking on this chap.

By Mr. Browne:
Q. How did they come to pick the man; he could not have had a national 

reputation?—A. You would have to ask the department, I am going by the 
files. The files indicated that this chap had been recommended to the depart
ment as an expert, a skilled craftsman.

By Mr. Cruickshank:
Q. Yes, to do this special work.—A. His regular employment is that of a 

teacher. This was a part time activity of his, and on small orders he did very 
fine work. Where the mistake was made was in giving the chap a big order 
when he didn’t have the facilities for doing the work.

Q. You would at least have the dies and some of the stock.—A. Yes, the 
dies and the blanks and whatever had been finished. The department is of the 
opinion that we are not out of pocket but we haven’t secured what we wanted.

Q. In other words, we incurred a recoverable debt.

By Mr. Browne:
Q. Item number 38 seems to me to be somewhat important: payments in 

advance of work performed. Have you any record of the amount of work 
done with respect to which payments were made in advance?—A. You are 
speaking about ships?

Q. Yes.—A. The rule of the shipbuilding trade is that when a keel is laid 
so much is to be paid; when the boilers are in the yard so much is paid, and 
from then on so much is paid as the work progresses.

Q. Then it is a progress system of payment?—A. Yes. In the ordinary 
building trade the contractor is paid on the basis of progress of the work he 
has done in a particular month. The engineer in charge, that is the government 
engineer, surveys the amount of work that has been done and the contractor 
is paid 90 per cent of that, 10 per cent is held back to insure completion of the 
work. Now, in this particular care these are prefab houses. The ordinary 
provision regarding progress payments was in the contract, but in the course of 
the performance of that contract the Canadian Commercial Corporation added 
this proviso after the contract had been awarded: “provided that the contractor 
may include in his progress claim material on the site but not yet incorporated 
in the work, an inventory of which shall be checked and surveyed by the 
engineer prior to acceptance and payment thereof”. Ordinarily he would not be 
entitled to anything even if he had it on the site until it had been incorporated, 
but in these cases a variation was made.

Mr. Macdonnell: Your point there being that this is not a matter of a 
progress payment; it was really an accelerated payment.

The Witness: Ordinarily he would have financed his cost as he went along; 
it might not be much.

Mr. Browne: That was a special provision written into the contract. Is 
that always included?

The Witness: No. In this case the contract as awarded provided that the 
claims would be for materials incorporated in the project.

Mr. Macdonnell: I know' that in ordinary practice, in non-government 
practice, these progress payments are made on the basis of the prefab material 
on site.

The Witness: I have no knowledge of that, sir.
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By Mr. Browne:
Q. What is this prefab material?—A. These were ho,uses.
Q- I know, but what was the nature of the prefab material?—A. On this 

type of house I understand the lumber was prepared ; it comes cut to various 
lengths and then is directly assembled into the houses after it gets there.

Q- It would not be like the wall of a house or the floor of the house?—A. It 
could be, sir; but I would not say it was.

Q. And to what extent does that practice prevail?—A. These are the only 
contracts, sir.

The Chairman: Shall we then go to items 40 and 41, “countable advances:”
The Witness: If I may interrupt, Mr. Chairman; with regard to para

graph 41 the government has taken appropriate action in connection with travel 
advances.

By Mr. Macdonnell:
Q. With regard to item 40, how long has that amount been outstanding? 

^ They have not in the past made it a practice to clean up at the end of each 
year, but on the plan which has now been instituted they will clean these up
periodically.

Mr. Fraser: I see the amount if $40.000 of outstanding advances—what 
about that item of $2,000?

The Witness: You are on the next paragraph, item 41. I was dealing with 
the $40,000 in item 40.

By Mr. Macdonnell:
Q- I would like to ask Mr. Sellar about item 40.—A. Yes sir.
Q; Reading in the middle of that section: “Treasury Board may grant 

extensions up to sixty days. One purpose of the enactment is to safeguard 
against, the equivalent of loans, while another is to reflect costs in the year in 
which incurred. Examinations of Navy advances made for travel expenses 
disclosed that year-end accounting treatment was to transfer approximately 
$40,000 of outstanding advances to 1950-51 accounts, without the holders being 
required to make an accounting.” Now, I would like to hear any comment you 
have to make on that; also, I want to ask you this question: looking back to 
the Department of National Defence, Naval Services—could you turn back 
to M-29—

, The Chairman : Should we not confine ourselves to what we agreed to, 
these items?

Mr. Macdonnell : I only want to ask the question, whether this item of 
$1,720,000 which appears there is the gross travelling expense item. That is 
a“ I am referring to.

The Chairman: I have no personal objection to that, but I am trying to 
conform to the expressed wish of the committee.

The Witness : I think I can answer Mr. Macdonnell’s question. The item 
to which he is referring is for $1,720,000, there are a number of smaller items such 
as ln the paragraph below that one.

By Mr. Macdonnell:
Q- Yes ?—A. You see it?
Q. Yes.—A. The $40,000 is incorporated in all. You will see in relation to 

the big sum involved that the amount outstanding was not so colossal. Now 
then, you asked a question, you say that could be the equivalent of a loan: 
ln certain cases it is permissible to make standing advances to an officer who is
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frequently travelling. That is to say, he may be on the road a week, after that 
he may be home for a day, and then he might have to go away to some place 
where he would be away for a month. In order that he can have money to 
finance his trip there is a procedure whereby he can be granted a fixed advance. 
It may be $100, or it may be $500, but the risk of that sort of thing is that it 
becomes a loan if a fellow does not travel as frequently ; a non interest bearing 
loan, which at the end of the year will just be adjusted and a new one made ; 
and both the Treasury Board and the audit office try to be very careful to avoid 
that sort of a situation arising. We think that is the bankers’ business, not 
the business of the government.

Q. Would this $40,000 represent an accumulation of advances of that kind, 
each of them small?—A. The $40,000 involved covers various Naval personnel 
and officers, including officers travelling ; they are given an advance before they 
start their trip. Let us assume they were going to Toronto. They might be 
given an advance of $15 for expenses at Toronto if they were to be there one 
day; or if they were going to be there for two weeks or more they would 
probably be advanced a larger sum. They get' a warrant for their transportation. 
They must on their return account for this “X” number of dollars. If they were 
civilians they would make an accounting of that and return the unspent amount; 
in the case of Naval personnel they did not have to make an automatic accounting 
on their return ; and that was where this $40,000 accumulated between last fall 
and the end of the year.

Q. Why were military personnel treated differently from civilian personnel 
in connection with the treatment of their expense accounts?—A. Well, for various 
reasons, sir; actually, they are worse off than civilians when they travel.

By Mr. Cruickshank :
Q. Why?—A. Secondly, you have to take into calculation various allow

ances that they are authorized to receive which may not be stopped when 
they are away. A civilian has to buy his own food while personnel in uniform 
may be paid an allowance for rations, for living out of quarters; and when he 
is travelling we say he should use part of his allowance to pay for his board.

Q. That would be all right for a married man, but it seems to me that 
it is a discrimination against the men of our Navy; surely they ought to be able 
to have enough to eat, like anybody else. In my opinion they should have been 
paid more. Surely, the government don’t expect a Navy man to have to eat 
bread and jam when he goes to Toronto.

Mr. Macdonnell: He can get the money for it.
Mr. Cruickshank: But he does not get i.he same amount of money that a 

civilian gets.
The Witness: In the armed services as a rule their travel allowances are 

based on so much per day, and that amount diminishes according to the length 
of stay. If a man is there one day he would get a higher allowance than if he 
were at a place for a month, on the ground that he should go to a boarding 
house rather than stay at a hotel if he was going to be there for a month. 
A civilian when he travels gets his actual expenses, he is not on a per diem, 
and he has to prove every item of expenditure; but the military man when he is 
travelling is, as I say, on a per diem basis, and it is a modest per diem. I have 
heard various officers complain that when they are travelling with a general 
who gets a higher rate than a lieutenant who is with him—the lieutenant has to 
stay at the same hotel and often eat at the same table—

Mr. Cruickshank: Yes, he has to eat at the same table, and so on and 
so forth ; it is not fair.
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The Witness: He can be out of pocket; however, that is actually a matter 
? defence policy, a question which that department should deal with. I am 
just the Auditor.

Mr. Browne: There is nothing we can do about it.
The Chairman: As Mr. Sellar points out, it is a matter to be dealt with 

by the Department of National Defence.
Mr. Macdonnell: These incidental things are often the most interesting 

items that come to our notice.
T T!*e f 'HAIRMAN : Yes, many of them are very interesting. Now, gentlemen, 

think we have enough on that point. I think on item 41 Mr. Bryce had an 
explanation to give.

Mr. Bryce: Well, sir, I enquired about item 41 when I saw it in the Auditor 
jcneral’s report, and I might read the following information from the treasury 

oince of the Department of National Defence:
Although numerous attempts had been made to obtain particulars 

of actual amount advanced and the source from which the advance was 
obtained it was not until Feoruary 12, 1951, that we finally ascertained 
that the advance had been made by the Comptroller of Military Accounts, 
Rawalpindi, Pakistan. Action was immediately taken through the 
Overseas Treasury Office to effect re-imbursement through the Office 
of the High Commissioner for Pakistan in London, England, at the same 
time a refund was obtained from the Officer to whom the advance was 
issued.

. 1 hat was the information which was supplied to me. I do not have any
thing further than that.
«a The Chairman: Are there any further questions on item 40 and item 41 

ccountable Advances”? Then we shall pass on to items 42 and 43 “General 
Election Expenditures”.

By Mr. Wright:
Q- With respect to item No. 43, Mr. Chairman, it states:

It is noted that this was relied on to award higher amounts to some 
printers than are authorized by the tariff.

But it fails to state what, amounts were involved, 
k ' The situation arose in this way, Mr. Chairman. There is a document 
XT own as the Grant of the Poll which is, as you know, a very large document. 
ai°w, some printers, particularly those in country places, have not presses which 
j e ar8e enough, or they may not have type enough to permit them to print that 
th CUn?en^ a*f a* once. They have to print it in two sections and then paste 
t wr Whether. Of course, that adds to their cost. So they made representations 
/ be Chief Electoral Officer that they should be compensated. Those were the 
s°rt of things.

Q- May I ask what were the total amounts involved?—A. I have not got 
u. amounts. Secondly, in some cases in connection with ballot papers some 

P inters asked for special adjustment. The practice of the Chief Electoral 
p . cor. when he receives such an account is to ask the advice of the King’s 
Itlntcr as to the reasonableness of it. On some occasions the request is granted. 
t0 50 happens that I am a printer by trade myself. Such cases as these used 

come before me when I was required to have to tax them—to check the 
aims as to reasonableness, and as to whether the amounts granted were 
««able. The regulations cited in the Report have to do with extra powers 
ich are vested in the Chief. Electoral Officer in cases having to do with 

cction officers. A printer is not an election officer.
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I have an assurance from the Chief Electoral Officer that before the next 
election he will submit recommendations to the Governor in Council for a suitable 
correction or variation of the regulations so that he can deal with these cases. 
You have asked me for the amounts Involved. I cannot give those amounts to 
you, sir. But I can say that they were not big.

Q. I would like to make one comment on the scale of fees which are granted 
to enumerators and to other people who are engaged in our election machinery. 
In my opinion, those fees are entirely inadequate. For example, in my own con
stituency during the last election I know of enumerators who were appointed 
but who just simply could not do the work, on the basis of the fees paid. And 
the result was that instead of making a house to house canvass they simply 
went to the municipal office and made a copy of the voters on the municipal list. 
It was entirely inaccurate as far as a federal election was concerned. So I 
think that this committee should make some recommendation to the govern
ment with regard to the remuneration of election officers before another election 
because I do not think we can get efficient election officials at remuneration which 
is being paid at present.

The Chairman : I have no objection to placing this matter before the 
steering committee when we draw up our report but I doubt if I can attach 
either of them to these two items here because we are considering printing 
matters. But personally I agree that these men are underpaid and I think that 
most members will agree as well.

Mr. Crtjickshank : Does not the Auditor-General himself make a recom
mendation in that regard in the wording of his report?

The Witness: I am dealing there only with the allowance for offices.
The Chairman : We might tie it to that. But I do not think the remunera

tion of officers is concerned in these two items. However, I shall try to find a way 
to include it, although it does not concern these two items.

Mr. Browne: Mr. Chairman, is there not a committee in existence which 
deals with elections, and the revising of the election act?

The Chairman : I think so.
Mr. Johnston: In regard to the statement made by Mr. Sellar concerning 

the printing of ballots and election material in rural places, I know of at leajst 
two places during the last election. I am not criticizing any particular individual 
about it, but the fact is that contracts in connection with election papers were 
let to rural printers, yet those rural printers were not in a position to complete 
the contracts. They did not have the equipment. That fact was known before 
the contracts were let. Consequently, those contracts were sublet to an urban 
printer. So I wonder if there is any way in which the Auditor-General can check 
up on that practice because obviously there is an extra charge made when a 
contract is sublet. I do not think it should be permitted.

The Chairman : Is there not a fixed fee for that kind of printing? And in 
the case of the rural printers you have mentioned, would they not have lost their 
commission, or would they not have just made a smaller commission, while the 
city printer made the money, because there is a fixed fee for that kind of 
printing?

Mr. Johnston: I am not so sure of that. I think there is an added amount 
given to certain printers, depending on their ability to do the job.

The Chairman : The last time I read the Act I think it said: so much for 
such and such type of work, so much per ballot, and so on at a fixed fee. But in 
some cases we have a hard time to find printers to do the work at the price
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the government pays. However, the fact that a contract may be passed on to 
an urban printer does not necessarily mean that the government pays more 
than the established amount.

Mr. Johnston: I know of one case where a contract for printing was being 
let to another place and the fellow who was going to get it definitely said he 
would not and could not print it for that amount.

The Chairman : Is that so?
Mr. Johnston : However, he did print it though. I think in that case there 

was an adjustment. That is what I meant by that statement of mine. I am 
almost positive about it but I could not swear to it.

The Chairman : The law does not provide for it. However, we can ask the 
Auditor General if he knows of any case in which this sort of thing was done.

The Witness: I am sorry, but I have not any such case in mind. It may 
well be, and I am not questioning Mr. Johnston ; if he would give me the name 
of a case, I would be glad to look up the file and report to you.

Mr. Johnston: I did not mention it to get any individual into trouble. 
I do not think the amount was sufficient to do that. _ But I do know the indi
vidual’s name and where he lives, and I know the individual quite well personam . 
And I do think that if that practice is followed it is a wrong practice.

The Chairman : That is a serious thing you arc saying. The only waY 
can investigate a case is to get the name. As the Auditor-General has said, the 
committee is in no way able to deal with your question unless you give the 
Auditor-General the information which he asks.

Mr. Johnston: I realized that, Mr. Chairman, and I just brought it to 
the attention of this committee to see if such practice is continued on a very 
large scale.

The Chairman : We cannot say “continued” when we do not know if it is 
m fact carried on.

Mr. Robinson : It has not yet been established. Mr. Chairman, that there is 
any such practice. Mr. Johnston quoted one isolated incident, and stated that 
he has no accurate knowledge even of that incident.

The Chairman: The only way in which the committee could deal with it 
would be to give the Auditor-General the information which would enable him 
*° go into the matter more clo'sely.

Mr. Johnston: If that is the general practice, I think that some steps 
should be taken to curtail it.

Mr. Benidickson: Mr. Chairman, has not the Auditor-General stated that 
he knows of no such practice along that line?

Mr. Browne: But he speaks of higher amounts paid to some printers in 
certain cases. He says that was done.

The Witness: I know of one case in connection with ballot papers. There 
are quite a number of cases in connection with the Grant of the Poll poster. 
I cannot give you the number. There may be 25, it may be more or less. But 
in each of these cases, the amount claimed was not large.

By Mr. Johnston:
Q. At the top of page 16 of your report you say:

It was noted that this was relied on to award higher amounts to 
some printers....

That is in the plural, is it not? Can you tell us just who these persons 
were?—A. I have not got their names here, Mr. Chairman.
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Q. Then you are in the same position I was.—A. I have them, of course, in 
my records.

Q. So have I.—A. The essential point I am making is that a printer is 
not an election officer; yet the extra grant is given by relying on that regulation.

The Chairman : As to Mr. Wright’s suggestion with which I am entirely in 
agreement, I might say that there was a special committee on the Dominion 
Elections Act, 1938 which sat last year. And one of their recommendations 
was that a similar committee be set up early in this session. Therefore, if such 
a committee sits, that would be the place to make a recommendation as to higher 
compensation to electoral officers. Now, are we satisfied that we have dealt 
with items 42 and 43?

By Mr. Stewart:
Q. I have one question on item 43, Mr. Chairman. It has to do with the 

scale of allowances for returning officers for accommodation. I wonder if the 
Auditor-General can tell us if the returning officers request the actual sum 
expended for rent, or do they request payment for the full rent permitted?— 
A. In some cases the election officer would be using his regular office the one he 
uses in his business and he will, as a rule, allocate a division of the use of 
that office during the period, between his election duties and those of his 
ordinary business. However, from the audit viewpoint, we look into the 
matter when the amount claimed exceeds that which is authorized. If it be the 
same amount, or less, we regard it as a function of the Chief Electoral Officer 
to satisfy himself that the man in question has earned that amount. So it is 
only when the amount claimed goes over what the tariff provides that we are 
directly concerned.

Q. When it is over that which the tariff provides, do you demand to see 
receipts for the full payment?—A. Oh, yes. He has to justify it to the Chief 
Electoral Officer.

By Mr. Fraser:
Q. What would happen in the case of a returning officer who used offices 

in a government building, where he would not have to pay rent? Does he just put 
in his charge in the same way? I think it happened in Peterboro. They used 
offices vacated by the Trent Canal Department.—A. I would have to check that, 
sir. My impression is that he would make no claim whatsoever for rent. This 
is supposed to be an actual outlay supported by vouchers. But I would have 
to check that case for you.

Q. It was done in the case I mentioned. They used the offices vacated by 
the Trent Canal people.

The Chairman : Are there any further questions on these items? May we 
now pass to items 44 and 45 “Prairie Farm Assistance Act”?

By Mr. Macdonnell:
Q. I would like to ask a question here. I know that in the Prairie Farm 

Assistance Act there is a levy made on certain sales of wheat and the proceeds 
of that levy are available for the purposes of the Prairie Farm Act; and then it 
says further on in the Act that if at any time the fund is insufficient to pay 
awards made under this Act the Minister of Finance may make advances to the 
fund. Now, do I understand from reading the Auditor-General’s report, section 
44, that by reason of the fact that these advances have not been repaid that 
the Department of Finance does not treat moneys so provided as “advances” but 
instead they are recorded as expenditures of the year in which they are made? 
I realize from a common sense point of view it is difficult to avoid that but 
does that mean, in effect, that the Department of Finance is making expenditures
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of amounts which are only authorized as loans?—A. The distinction is this, sir: 
if the Department of Finance regarded the amount supplied or paid out in 
connection with this Act as an advance they could set up an asset item in its 
accounts and use that tô result in a less increase in the net debt than if they 
regarded it as an expenditure. They have taken the view that as this scheme 
has never been self-supporting, that is, the one per cent levy has never produced 
enough money to carry it, the fair thing to parliament is to state that it is 
regarding this as an expenditure rather than as an advance.

Q. How is it actually done?—A. As an expenditure of the year.
Q. I realize the common sense of that but in effect does it not still remain 

that there is no authority for the way it is being done ; and how can the authority 
be got, and how far can this be carried? It is the commonsense way of doing it, 
I know, but common sense often differs from the actual authority. Is the 
Department of Finance going to change the authority, or am I reading it fairly? 
What is being done?

The Chairman : Perhaps Mr. Bryce could answer that.
Mr. Bryce: I think, sir, in answer to Mr. Maedonnell’s question, the 

Department of Finance has taken what he describes as a common sense view, 
ia its accounting. Now, it may well be that his comment that the Act should be 
amended to bring it into accord with the common sense view is correct, but I 
think that is a matter for the minister responsible rather than for myself. The 
Department of Finance has felt that while it might be legal it would not be 
common sense to show these as recoverable advances.

Mr. Macdonnell: I was not suggesting you should show them as recover
able, but merely as advances.

Mr. Kirk (Digby-Yarmouth) : Is there anything in the Act to show that 
if the one per cent levy builds up in subsequent years that these advances will 
be recoverable? Is that why the term "advances” is used?

Mr. Bryce: If in any subsequent year there is a surplus in the fund it goes 
to reduce any previous advances.

Mr. Kirk: Then it really is an advance in the form of a loan which you 
hope might be recovered?

The Witness: That is what the act contemplates but unfortunately 
experience has demonstrated there has never been a year in which there has been 
a surplus.

Mr. Wright: It states here on page 16:
It was noted in the audit that this regulation is not strictly applied, 

cases being observed where payments were made to sons operating farms 
under verbal leases ;

and it goes on to give other instances. How common is the practice of making 
these grants outside of the regulations? It would indicate here that there are 
People who are getting grants v/ho are not actually covered by the regulations. 
What proportion of cases are paid outside the regulations?

The Witness: Perhaps I can answer your question easiest by saying the 
board reviewed or considered last year, approximately 900 cases of verbal leases 
and so on, and they allowed 488 and rejected quite a number of others. They 
allowed approximately 200 in part.

Mr. Macdonnell: How many cases in all? The figure you have given of 
^00? Is that all the cases?

The Witness: That is for the season and covers the three provinces.

By Mr. Wright:
Q. Were there any paid in Manitoba last year?—A. Oh, yes, sir. 
Q. There were?
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Mr. Johnston : Can you give them by provinces?
The Witness: Yes. It is set up by provinces on page A-37 of the Public 

Accounts.
The Chairman : Any further questions on this Prairie Farm Assistance 

Act? Shall we go oh to “civil service superannuation,” items 46, 47 and 48?

By Mr. Fraser:
Q. What is meant by this last line on page 16, about the x-ray operators 

in the Department of Veterans Affairs? Is it meant by that that they are not 
really in the civil service?—A. Yes, sir, they are in the civil service, they are 
assigned by the civil service commission on six months certificates. The regula
tion says, and this is made by the Governor in Council:

The Treasury Board may designate an employee in the Civil Service 
who is in receipt of a stated annual salary and who is employed for 
a fixed term of not less than three years, to be a civil servant for the 
purposes of the Act . . .

Now, then, men are assigned on a six months certificate ; they are not on 
a three years employment basis. What the Civil Service Commission certified 
was that in these cases the Department of Veterans Affairs will require x-ray 
operators for three years and based on that these people were given that status. 
Now, my sole objection to what is done is that every civil servant makes his plans 
according to his pension potentialities; he buys a house, he takes insurance and 
so on; and I dislike anything that may bring into risk later on a man’e expecta
tions on his superannuation; and that is why I am noting that case.

Mr. Browne : What do you suggest as a remedy?
The Witness : I think they are taking appropriate steps to remedy that. 1 

am not sure, but I believe the Treasury Board and the Civil Service Commission 
have dealt with that subject recently.

The Chairman : Perhaps Mr. Bryce could comment further on that?
Mr. Bryce: The problem here is really the nature of the employment. The 

Civil Service Superannuation Act provides for these term employees, but they 
are not provided for under the Civil Service Act. There are certain parts of the 
civil service where employees can be appointed for a term—for instance, in the 
National Research Council—and they may come under the Superannuation Act. 
The Department of Veterans Affairs did not wish to make certain of their 
employees permanent in the sense that that term is normally understood in the 
public service. They had what the Treasury Board regarded as valid reasons 
for that departmental policy. The Auditor General has commented, and cor
rectly so, that since these employees had been appointed under the Civil Service 
Act they could hardly have been appointed legally for a fixed term. Consequently, 
following the Auditor General’s drawing of this to our attention and the investi
gation of it by the officers of the Department of Justice, the Civil Service Com
mission has now issued permanent certificates for those individuals and they 
are covered under the Superannuation Act on that basis, although I believe 
they understand that the department does not regard their employment as 
necessarily permanent.

.Mr. Fraser: But it would be permanent for the three year period anyhow.
Mr. Bryce: Well, of course, legally, anyone employed under the Civil Service 

Act is employed at His Majesty’s pleasure and has no legal claim for indefinite 
employment.

Mr. Johnston: I do not think that would overcome Mr. Sellar’s objections 
to that.
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Mr. Bryce: It does in a sense that the nature of their legal appointment 
and the nature of the certificates issued are in accordance with all the laws, but 
it does not mean that the employees have any real assurance of employment.

Mr. Fraser: It is merely a form that will enable them to have superannuation 
while they are in the employ of the Department of Veterans Affairs, which they 
should have. They should have security of some kind, as Mr. Sellar says.

Mr. Bryce: The important thing was that they shall be able to acquire 
pension rights through such term employment.

Mr. Fraser: That is only fair.
The Chairman: Any further question on these three items? 

it ^49 Come now “financing of services by the use of corporate credits”,

By Mr. Wright:
Q- I think I should ask the Auditor General a question on case III here in 

winch he indicates that under the Agricultural Prices Support Act and the 
fisheries Prices Support Act, these organizations, especially the Fisheries branch 
0 have made certain donations to relief funds and yet these show as deficits 

that account. Why should they be shown as deficits in the accounts of the 
fisheries Prices Support Board when they are in reality gifts by the people of 
Canada? Yet they appear as deficits and indicate that the Fisheries Prices 
Support Board has made a loan when in reality they were gifts of the people 
H Canada?—A. The fish in question, were acquired by the Fisheries Support 

°ard to support the price of fish in Canada. They sold part of it to the trade, 
Part of it for export, and they had a balance on hand. They are given power 
iy the Act to sell or otherwise dispose of such fish. In the course of the year 
donations of fish, to get these out of their inventories, were made to Canadian 
'ospitals and to the refugee relief organization in the far east, and UNICEF 
and so on. In the report of the Fisheries Prices Support Board, which has been 
taided in the House of Commons, they give the disposal of the fish that they
acquired.

(i) Commercial sales to exporters at prescribed prices, 2,810 cases.
(ii) Sales to UN International Children’s Emergency Fund at discount 

of 15 per cent, 7,479 cases.
(hi) Government authorized gift to Middle East Relief through Canadian 

Red Cross Society, free at dockside Saint John, N.B., 40,000 cases.
(iv) Government authorized gift to United Nations for relief1 of displaced 

persons in Middle East, free at dockside Saint John, N.B., 55,662 cases.
(v) Government authorized gift to Canadian public and charitable insti

tutions, free at cars Saint John, N.B., 45,044 cases.
. A year ago, I mentioned this subject to this committee. It came to, my 

notice by reason of the fact that I am auditor of one of the international agencies 
concerned. I said it involved a question of policy. Therefore I was much 
interested later on in observing that when the supplementary estimates were 
nought, down for the current year provision was made in a vote of the Depart

ment of External Affairs for the grant of $750,000 in the current year for relief 
Purposes in the near east. Therefore, the question you asked, sir, has been 
answered by the government anticipating you and putting the vote in first, and 
wnile I have not looked at the records my assumption is that if the Board does 
acquire some fish and it is used as a contribution, it would get a credit from 
Jie vote to the value of the fish. Therefore, you should not have that deficit 
J§ure appearing next year.
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Q. I was not objecting to the gift, I was objecting to the method of saying 
there was a deficit in this account.—A. Of course I cannot speak for government 
policy but the action taken last year would indicate that it is in harmony with 
what you have in mind.

By Mr. Fraser:
Q. On this case what was the date of the contract? When was it entered 

into?—A. I am sorry, sir, I have not got the date, but I think it was in 1946.
Q. Right after the war?—A. Yes.
Q. You do not know how many ships there were?—A. No sir. Again, I say 

“no” quickly, but I think it was either seven or nine.
Q. Were those the ships which were completed at a cost of $80,000?
The Chairman : The last two paragraphs of the section give you the details.
Mr. Fraser: Just part of the details.
Mr. Larson : Is this $11,400,000 the total amount?

By Mr. Fraser:
Q. No, and I just want to know how much they each cost. Mr. Sellar has 

not got that information.—A. No, sir. I have not that because this is the loss on 
the thing—we were not the contractors.

Q. No, I know that.—A. The Chinese firm was the contractor.
Q. Yes.—A. We were dealing wdth the builder and his financial problems, so 

I would never have the contract before me, sir.
The Chairman : Are there any other questions?

By Mr. Larson:
Q. In Case I is this $11,400,000 the total amount of the subsidy paid by the 

government to the Canadian people for these grants in 1948 and 1949?—A. That 
$11,400,000 was made as an advance; there had been an advance the year before 
which had not been fully accounted for so I would say that you would have to 
regard that as an approximate sum.

Q. You have not any figure of the total advance in that connection?— 
A. No, sir, I have not. I could get it of course, but the Department of Finance 
would be in a better position to answer than I am.

The Chairman : Are there any further questions?

By Mr. Macdonnell:
Q. Yes, I would like to go back to section 49. The first sentence of section 49 

points out the old rule whereby financial undertakings are conditional upon the 
grant of money by parliament. You then point out the change that has arisen, 
wherein Crown corporations are allowed to operate to some extent on their own. 
Can you recall, in a general way, which ones operate on their own and which are 
still dependent—the main ones, for instance? Polymer is independent is it, and 
carries on just like an ordinary business enterprise?—A. Yes, it carries on just 
like an ordinary business enterprise. However, you have Canadian Arsenals as 
an example of a case where it has the use of its own revenue, but its revenue has 
never been in the past sufficient to carry its overhead in connection with idle 
plants of which it is custodian.

Q. Its revenues do not go into consolidated revenue?—A. No; in all cases 
these companies retain their revenues.

Mr. Browne : There is a list at the beginning?
The Witness: Yes, in some cases they have to be supplemented by a vote— 

Canadian Arsenals being one.
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By Mr. Macdonnell:
Q. I am interested in case II, in connection with a shipbuilder, and I want 

to read section, 4 of the Act which, I take it, is the only authority, if there is any 
authority, for the advance of those moneys:

The corporation is established for the following purposes:
(a) To assist in the development of trade between Canada and other

nations, and
(b) To assist persons in Canada

(i) To obtain goods and commodities from outside Canada;
(ii) To dispose of goods and commodities that are available for 

export from Canada.
The corporation shall comply with any general or special direction given 
by the Governor in Council, or the minister, with reference to carrying 
out its purposes.

Now, if I understand that correctly, that is to assist the trade to obtain 
goods and commodities, and to dispose of goods and commodities. Now where, 
111 that, do you find authority to do what was done here?

Mr. Fraser; To build ships for China—that is what it was.
The Chairman : We are dealing with item 49.

By Mr. Macdonnell:
Q. Let me read the next paragraph :

Section 8 directs that all moneys of the corporation shall be 
administered “exclusively in furtherance of the purposes for which it is 
constituted.”

My question is: I do not see where the authority came from?—A. In this 
particular case, sir, it has already been discussed in parliament.

Q. Yes, I know.—A. And you have already granted an appropriation to 
reimburse Canadian Commercial Corporation.

Q. I know.—A. Now, at that time I was worried as to what my situation 
was going to be, as auditor of that company. What liability rested on the 
directors of a Crown company—directors who served without remuneration, and 
who arc merely nominal shareholders—if they made an ultra vires payment of 
corporate moneys ?

Q. You don’t say “when they made it.”—A. Fortunately your supplementary 
estimate removed my worry. Therefore, I had only to look at it as a business 
transaction from then on as they were then acting as agents.

However, as pointed out there, this company is under obligation to receive 
directions of its minister. Now if your memory is still fresh on this subject—

Q. It is-------A. —parliament was asked to make two grants : one was in
connection with these contracts, or the completion of these contracts ; the second 
was to pay,for certain tin and antimony required for stock piling purposes. I 
had no worry in my mind with regard to the stock piling, but I did worry over 
whether the advancement of trade section, did contemplate financing an exporter 
to performing a contract. In each of these cases there has been legislation since, 
hut they are put in to illustrate.

Q. Legislation, or an item in the estimates? 1
The Chairman : It is the same thing.
The Witness: An item in the estimates, which becomes part of an 

appropriation.
Now, my thought is this, sir. The corporate device is a most useful device 

and, on the scale of government today, you cannot use anything else for certain 
classes of commercial transactions. However, we cannot ignore the constitu- 
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tional history of Canada. Back in the 1830’s in particular, a problem arose 
when Papineau, in Quebec, and Mackenzie and others, in Ontario—those prov
inces were then Upper and Lower Canada—were in controversy with the Crown 
over the sale of Crown lands and so forth, where the money was retained in 
a special account of the Crown. You could have a recurrence of that situation if 
you do not regulate the use of corporate money satisfactorily. My thought is, 
and I give it only as my thought, that the appropriate action is to see that 
corporate moneys are applied only to purposes within the ambit of the legislation 
covering the corporation.

Mr. Macdonnell: It raises this question, which I may say I have never 
thought of before. We have no protection from the directors of these companies 
if they do something they have no right to do. The minister can say quite 
frankly, because he said it when the estimates were up, that when we passed 
the item that settled it. I raise the question because I think it is important. It 
seems to me that we have no control over the directors unless they are independent, 
outside men. After all, it would be too much to ask a group of people in the 
department to say that they will not do what the minister tells them.

The Chairman : Is not the minister empowered by the Act to give direction?
Mr. Macdonnell : Not as I read the Act. He is empowered to give direc

tions with reference to the Act in carrying out its purpose. I think that Mr. 
Howe said : What is the use of arguing, if we pass that item does not it settle the 
matter? That was pretty sensible too, because it does.

Mr. Browne: When was this passed?
Mr. Macdonnell: It came up in an item and we passed it. Mr. Howe said: 

What is the use of arguing about it; if we pass it that settles it.
Of course it does, but it does not settle the fact—
The Chairman : The principle.
Mr. Macdonnell: Yes. It raises a question I have never thought of before. 

What protection do we have? I am not going to get too excited about this, but 
it involves a loss of several hundred thousand dollars, which is not exactly 
chicken feed. We have no protection at all, and the minister can work on that 
principle and say: don’t worry about that, we will put it through the estimates 
and have a second line of defence, or a second line of attack. I think it is a 
serious matter. Mr. Howe says it is not, but I think it is.

The Chairman: I think the Auditor General may have a word to say on 
that.

The Witness: I do not think I am divulging any secret when I say I know 
that the Department of Finance is giving very serious consideration, in its 
revision of the Consolidated Revenue Act, to providing some general safeguards 
with respect to financial administration of Crown corporations. What they 
have finally decided to do, I do not know, but I know they are thinking of it.

Mr. Macdonnell: We hope they are.
The Chairman : Shall we carry on?

By Mr. Browne:
Q. This item of $440,000 has not been settled since you wrote this report?—• 

A. No, sir. It will not be settled until we know the actual loss. It is $440,000 
but they have to make certain adjustments.

Q. Who is carrying that now?—A. It is being carried in the books of 
the Department of Trade and Commerce.

Q. But it is the government that pays the money?—A. Yes, the govern
ment.



PUBLIC ACCOUNTS 85

Mr. Macdonnell: I presume that will appear as another item in the esti
mates and we will argue that it be passed—

The Chairman: The only way we can claim that is from the Mao govern
ment, successors to Chiang-Kai-Shek.

By Mr. Macdonnell:
Q- Well, there is one section here that interests me, because I do not fully 

understand it. You say: “At no time was the capacity of the purchaser to 
Pay the contract price in question.” Who was the purchaser?—A. A Chinese 
firm.

Q. Have they paid the contract price in full?—A. They paid the contract 
price.

Q. I see.
.The Chairman: Now, we are heading for the “balance sheet of Canada.” 

f think we had better treat the next 29 items as we did before. Let us start with 
fib, 51, and 52, the first three preliminary numbers.

The Witness: Mr. Chairman, might I say that the form has changed a 
httle from last year after what occurred one day when you were absent and 
Mr. Croll was presiding. The statement which appears in paragraph 53, and a 
httle later on page 60, was just listed as such. Mr. Fraser said that it did not 
mean a thing to him, and Mr. Croll agreed. I at once decided that when two 
distinguished gentlemen were unanimous in the opinion that we did not explain 
things I should revise my style. Therefore, this year I have proceeded by 
giving a brief explanation of the items. They are not there as criticism but 
just as information.

Mr. Macdonnell: Can you tell me at what page in the balance sheet you 
show what appears here?

The Witness: On pages 16 and 17 of the Public Accounts.
The Chairman : We are on items 50 and 52.

By Mr. Fulton:
Q. Mr. Sellar, the last two sentences of paragraph 51 say: “However, the 

®?5 million gold and $6,500,000 United States currency included in Canada’s 
subscriptions were not revalued for 'balance sheet purposes. Accordingly, as at 
March 31, 1950, that gold continued to be recorded at $35 per fine ounce and 
the United States currency at par of exchange.” Your reference to “for balance 
sheet purposes” means Canadian purposes?—A. Government of Canada. They 
c°uld have claimed that extra amount if they had wished.

Q. Do you know why that was not done?—A. No, sir.
The Chairman : Mr. Bryce will answer.
Mr. Bryce: I think the answer to that question, sir, is that the only assets 

0n our balance sheet which we re-value when exchange -rates alter are cash and 
pther current assets. These other items which Mr. Sellar has set down there 
m his list we do not re-value when exchange rates alter. Now, our subscription 
|° the International Bank and the International Monetary Fund are listed with 
Joans and investments. If you will look at page 16 under the assets column, 
hue 3, at the little (i) and the little (ii), you will see where they appear; conse
quently, since we treat them as loans and investment we do not re-value those 
when exchange rates alter. There is an incidental point. There are complicated 
Provisions in the terms of the articles of agreement with the International Bank 
and the International Monetary Fund that call for certain adjustments in sub
scriptions .when the currency rates of a country alter. That has called on 
occasion for further subscriptions when our exchange rate decreased. That 
explains, I think, the net increase and decrease, as I recall it. But the real
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point is that the alteration in exchange rate would not automatically result 
in our re-valuing. Our principle is to value these things at cost rather than 
current rate of exchange.

By Mr. Fulton:
Q. Can you tell me whether the exchange rate increased the amount to 

our credit on the books of the International Bank?—A. I think one might 
summarize it by saying that we are required to maintain the value of our 
subscription in terms of gold or U.S. dollars so that when our exchange rate 
alters—say that the Canadian dollar is not worth as much in terms of U.S. 
dollars—we have to make good the difference and make an adjustment. Those 
regulations are complicated. I cannot recall the details of them.

Q. In this case you would not actually need to do that, would you?—A. 
These are not “on deposit” funds. I think perhaps Mr. Sellar in generalizing 
very briefly may have given the impression that these are on deposit, but they 
are not, in fact. Our subscription required the payment of so much in gold, so 
much in Canadian funds and so on ; and when paid they do not remain on deposit 
to our account there ; they are part of the way in which our subscription was 
made up.

Mr. Fraser: I wonder if Mr. Sellar would give us a little further informa
tion with regards to items 51 to 53.

The Chairman : You mean that we should pass on to “assets” item 53?
Mr. Fraser: Mr. Sellar made some reference to them.
The Chairman : We will get to them in a moment, just now I thought we 

should finish with items 50, 51 and 52 so that we should proceed in an orderly 
way.

Mr. Macdonnell, did you have a question?
Mr. Macdonnell: May I ask one or two questions which arise out of 

the balance sheet on this item? Would that be proper?
The Chairman : If this is the only place. We will deal with the summary 

of these items a little later on, but if it has reference to any particular item 
it might be well to deal with it now; but if it can be dealt with later on, 1 
think we better leave it. Does it deal with one of these items from 53 to 79? 
If so, we had better leave it until then, so that questioning may proceed in an 
orderly manner.

Mr. Macdonnell: I am not quite sure.
The Chairman : The headings are not numerous. Suppose we leave open 

these items 50, 51 and 52, and go on with item 53; then, if you do not find a 
place there to deal with your question we will come back to it. Is that fair?

Mr. Macdonnell: Yes.
The Chairman : Item 53, “assets.”

By Mr. Fraser:
Q. I would like to have Mr. Sellar comment just a little further on “assets” 

—they appear in these items, 53 to 60—assets and liabilities.—A. Well, I am not 
sure exactly what you want, Mr. Fraser; but my last paragraph, which is number 
79, expresses the hope that in the revision of the Consolidated Revenue and 
Audit Act they will make an endeavour to declare what are assets and what 
are liabilities for balance sheet purposes.

Q. Is that the point you have in mind there?—A. Yes. Item 53 is an 
example to give you what items of assets are; and then items 54, 55 and so on 
give you an explanation of what are in these big totals.

The Chairman : On item 54, “cash and other current assets”:
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By Mr. Stewart:
Q- With regard to item 54 I notice that the amount we have in blocked 

currencies increased by an amount of $1,250,000. I was wondering if we could 
have an explanation as to how that decrease occurred?—A. Mainly in connection 
with a settlement with the Netherlands, finally settled off. You will remember 
that after the war there was some trouble with blocked currencies there in 
connection with soldiers during the period of occupation ; and, of that amount, 
$1,652,000 came in by reason of the Nether land blocked currency.

Mr. Macdonnell : I think my question arises really under item 53. For 
instance, I want to ask a question under the first item, cash and other current 
assets.

The Chairman : That is the one we are on now.
Mr. Macdonnell : Yes.

By Mr. Macdonnell:
Q. I am looking at the balance sheet, page 16, and I notice for 1950 a figure 

of $7,919,000, sinking fund; which apparently is a new figure because there is 
nothing in the preceding year. Can you explain that?—A. That is by reason 
of the government of Canada assuming certain commitments of the govern
ment of Newfoundland and associated with that issue, it is an English issue, 
Was a sinking fund, and we took over the sinking fund.

Q. Yes/that is right. Then, the next item, loans to crown corporations, 
and so on.

The Chairman: Are we through with item 54? Item 55 “loans to, and 
mvestments in, crown agencies”:

Mr. Macdonnell: Mr. Chairman, I think we are still on item 53. I raised 
a question on the balance sheet.

The Chairman : They are all contained in a later item. We are now on 
item 55, loans to crown agencies.

Mr. Fraser: Would it not be wise, Mr. Chairman, just to take this now?
The Chairman: Well, you see, Mr. Fraser, I just want to keep from going 

111 a haphazard direction.
Mr. Fraser: That would not be haphazard, they are all related to one 

another.
The Chairman: We have them under their different headings. If we start 

questioning on all these twenty-two items we might run into an awful lot of 
trouble. I suggest that we take item 54, and when we have dealt with that we 
Proceed to item 55, Loans to and Investments in Crown Agencies.

Mr. Macdonnell: There is a question there. I notice there that under 
that heading in the balance sheet, railway and steamship companies, there is a 
reduction from $764 million to $743 million ; is that an operating profit of the 
Canadian National steamships?—A. Mr. Bryce will have to correct me, my 
jmpression is that the Canadian National Railways floated an equipment issue 
m New York and took over certain advances that we had made and, thereby 
reduced our commitment.

Q. Well, could Mr. Bryce give us any information on that?
Mr. Bryce: Excuse me, sir, I was just trying to find the explanation of that. 

It is given I believe in a notation in the public accounts here, at page XLIV. In 
the front part of the public accounts there is shown an explanation of the changes 
ln the railway item.

Mr. Macdonnell: An increase to the United Kingdom and other govern
ments of $104 million. Would that mean that there are other loans?
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The Witness: Yes, those are advances made during the year.
The Chairman : The next is item 56. Are we through with item 55? Then 56, 

"other loans and investments”.
Mr. Browne: How does that stand?
Mr. Fulton: I see there is an increase of approximately $122 million; is 

that the total amount?
The Witness: No. Wait a minute I am taking the total figure. They are 

up a little, sir. I am just running through them, but they are a few millions up.
What happened, I might explain, is that the Parliament of Canada, I think, 

in 1946 granted authority to make loans to a total of $750 million to various 
other countries. But that loaning power expired at the end of some year, 
December 31 of either 1948 or 1949. I think it was 1948. There were some loan 
authorizations which had been approved then, but not all the money had been 
advanced by that time. So this was just a cleaning up of those little pieces 
that were left. I think you will find there has not been any substantial varia
tion, bearing in mind that we are dealing with big figures.

Mr. Fulton : Mr. Chairman, I wonder if the Parliamentary Assistant con
templates going to the Soviet Socialist Republic to see about this matter?

Mr. Sinclair: I would love to have an opportunity to go and if you would 
urge the government to send me, I would be very grateful to you.

Mr. Fulford: Yes, and we would all be there to give you a final good-bye.
The Chairman : Are there any further questions on item 56?
Mr. Macdonnell: May I ask how these loans stand at the present time?
The Chairman: For what purpose, for the balance sheet?

By Mr. Macdonnell:
Q. Yes. Could anything be said about that?—A. You are now looking at 

that list in item 56, are you not, sir?
Q. That is right.—A. “France, Netherlands, Belgium, China, Roumania, 

Norway, Czechoslovakia, Indonesia, Union of Soviet Socialist Republics, and 
Greece.” , ,

As I told Mr. Thatcher the other day, the loans to Greece and to Roumania 
have been in default for quite a number of years, but they are still carried m 
the balance sheet at their face value.

Q. Is that done as a matter of international courtesy?—A. In all other 
cases the interest has been regularly paid by the borrowers.

Q. Is there any sinking fund?—A. Whatever provision there is in the 
agreement for payment of principal by instalments is being honoured. I am 
talking now of the fiscal year ending last March. They have been honoured and 
they are carried at their face value.

Q. Even those that are in default?
The Chairman : No, except Roumania and Greece.

By Mr. Macdonnell:
Q. I thought you intimated (hat they were being carried too.—A. Those 

are the two which are in default. The rest are not in default yet.
Q. But did you not say that those two were being carried at their face 

value?"—A. Yes, sir, despite the fact they are in default.
Mr. Fulton: Mr. Chairman, have we had a previous explanation of what 

the loan to Russia was made for?
The Chairman : I think we went into it last year.
The Witness: I would have to speak from memory. But my recollection 

is that it was mainly for flour.
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By Mr. Fulton:
Q- During the war?—A. At the end of the war, right at the end of the war 

when the Germans had been pushed out of Russia, there was great distress 
there and they needed certain food supplies and possibly some farm implements, 
but essentially my recollection is that it was for flour in particular.

Q. Do you recall the terms for repayment? Is it due for repayment?— 
A. Mr. Bryce would have to reply to your question, because the basis was not 
finalized at first.

The Chairman: Would you care to speak about that, Mr. Bryce?
Mr. Bryce: Mr. Chairman, it might help to refer to page 24 where under 

schedule H you will find under the heading “Union of Soviet Socialist Republics” 
two items. This $11 million odd that Mr. Sellar reports is divided into two items, 
|JSo’ a Dan under the Export Credits Insurance Act, which is shown at 
'f-',866,098.69. This was a loan for the purchase of electric generating equip- 
nient I believe it was originally arranged in 1944 and was completed in 1945. 
that loan has been repaid in the past year, repaid in full. The second is for 
advances that were made just following the close of the war, in the month of 
September, 1945. The armed forces of the USSR, at that time were engaged in 
operations on the mainland, in Manchuria. They had requested flour and 
certain other supplies. These were being shipped as Mutual Aid prior to the end 
j hostilities. I do not have the amount shipped following the end of hostilities, 

r+n e general understanding was that the USSR was to repay it in accordance 
" ’th terms and: credits to be arranged. I am sorry that I cannot tell you from 
memory exactly what the arrangement was with the USSR but Î believe 
We hove now worked out the terms of repayment, within the last six or eight 
months.

Mr. Fulton: Thank you. What about this $125,000 odd which is shown 
as a net decrease in the year in question? Is that an actual repayment, or is it 
a result of revaluation of currency?

Mr. Bryce: It would not be a question of currency revaluation. I am not 
certain of the reason for it. It would be necessary to look under the Trade 
and Commerce items here. It would take a moment or two, but I could do it 
i°r you if you wish. I am only speaking from memory, but I believe it 
Represents an item which was originally billed to the USSR, and wflien we went 
mto the details we found it was diverted at the last moment and this adjust
ment really represents a proper change in the accounts presented to the USSR.

The Chairman : Are you satisfied with this? All right.
Mr. Fulton: China has reduced their loan by $277,000 odd. Is that just 

a bookkeeping adjustment? Surely there is no money being collected from 
China?

Mr. Bryce: China’s loan called for certain repayments of principal, I believe, 
in the year in quetsion, which were made at the time, sir. This was prior to 
March, a year ago.

The Witness : With respect to the tin you mentioned a while ago in connec
tion with the Canadian Commercial Corporation, that tin was acquired from 
China and China applied the value on her loan here.

Mr. Macdonnell: Mr. Chairman, I wonder if anything can be usefully said 
with regard to the financial operations of the International Monetary Fund and 
the International Banks for Reconstruction? We have got a fairly heavy invest
ment in both, and after all they are business enterprises as well as public 
institutions?

Mr. Bryce: Are you asking, sir, that we make a report here on the status 
of those institutions?

Mr. Macdonnell: I am. You have got a large investment in them.
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Mr. Bryce : The Bretton Woods Agreement Act is the statute which auth
orizes our adherence to these institutions. It calls for a report which is tabled 
in Parliament each year. It is a separate report and you can get it.

The Chairman: You can get all the details in the report.
Mr. Macdonnell: I thought it might be of interest if Mr. Bryce himself 

would care to say a word about the position.
The Chairman: He might summarize it in a few sentences for us, but I would 

call attention to the fact that we are only up to item 56 and we have had three 
meetings so far. I would like to keep to the schedule given to me by the com
mittee. However, if you want to spend1 the rest of the morning on this subject, 
I would not object.

Mr. Macdonnell: I did not intend to spend more than two or three minutes.
Mr. Bryce: These arc very large financial institutions, Mr. Chairman, and 

I have not been closely in touch with them in the last year or so. Therefore, I 
would not be able to give you a very good account.

The Chairman : Let us refer the members to the report tabled in the House 
on these institutions. Now, item 57 “Deferred Charges”. Are there any 
questions?

By Mr. Macdonnell:
Q. I would like to hear a comment on it.—A. This is simply amortization 

of the cost of loan flotation as started in 1931. In that year we had a tremendous 
refinancing operation in connection with the first war maturities, something in 
the order of $15 hundred million. That was then regarded as an almost incon
ceivable sum. We did not know how we were going to deal with it. So this 
represents an amortization of those operations, and of operations plus loans made 
since. They make up that item.

The Chairman : Are there any further questions?
The Witness: If you want the details, you will find them on page 54 of the 

Public Accounts.
The Chairman: Now, item 58, “Sundry Suspense Accounts”.
The Witness: That has disappeared, sir.
Mr. Macdonnell: How?
The Witness: By payments to the government of Canada.
The Chairman: Item 59 “Reserve for Possible Losses on Ultimate Realiza

tion of Active Assets”.
Mr. Macdonnell: Might we have a word as to the increase from $25 million 

to $75 million, and just how the basis was arrived at?
The Chairman: Would you mind repeating your question, please.
Mr. Macdonnell: Might we have a word as to the basis on which this was 

arrived at? We have come up from $25 million to $75 million. Is- it just a good 
guess, or is it the result of a calculation?

Mr. Bryce: In order to answer your question, I would have to go into 
broader questions on this reserve. I shall put it as briefly as I can.

Mr. Macdonnell: Is there any reason why we should not go into them?
Mr. Bryce: Not at all, sir.
The Chairman: I am in the hands of the Committee.
Mr. Bryce: The increase in the amount set up was made after we had gone 

extensively into the foreign lending field. It reflects the fact that we have a good 
many substantial loans to other countries outstanding and it seemed to the 
department and Minister of Finance that it was appropriate, when that was the 
case, to make a larger provision than had been made previously.
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Mr. Macdonnell: How is that treated?
Mr. Bryce: Well, sir, this reserve is merely a device that is used in valuing 

our assets on the balance sheet. You will recall that we include as active assets, 
as was indicated to the committee last year, only those which are of a cash or 
similar nature, on the one hand, or which yield us a return, on the other, or 
which have yielded us a return.

Those are normally valued at cost until they are written down under some 
authority to write down the value. In order to be more conservative, however, 
m the valuation, the Minister of Finance, as noted here by the Auditor General, 
commencing in 1941, adopted the practice of putting in an amount to reserve, 
. ich, in effect, was merely writing down the total value put on all active assets 
m the balance sheet; it does not represent anything more, in my opinion, than 
simply reducing the valuation.

Mr. Macdonnell: But you do really make that actual reduction of the 
assets in your balance sheet.

Mr. Bryce: Yes, sir, but it is not marked against any particular items 
m the balance sheet. Particular items are only dealt with by writing them off 
against that reserve in the way that Mr. Sellar recounts here in this paragraph. 
^°w, the reserve is established and the amounts are added to it under the 
general authority, and instructions to the Minister of Finance contained in the 
Consolidated Revenue and Audit Act in regard to keeping the Public Accounts, 
vv c have been advised that it is not necessary to secure any statutory authority 
for setting up the amounts in this reserve ; however, we do not make charges to 
that reserve without statutory authority. Consequently, the point at which 
Parliament enters into the process, is really twofold: first, in the basic direction 
to the Minister of Finance to keep the accounts on a basis which gives a proper 
Picture of the government’s financial position and, secondly, in authorizing the 
writeoff of particular items. Now, when one gets into the question of writing 
0*f items, claims that the government of Canada has, one gets into a very 
mtricate legal argument that I cannot attempt to expound in detail because 
C leads into the various prerogatives of His Majesty in regard to foregoing 
claims and things of that nature, which, I understand, from discussing it with 
the Department of Justice from time to time is an exceedingly intricate matter. 
■In general, I would say the practice has been that no items are written off to 
reserves. In other words, we do not translate this general reduction that is made 
m the value of all our active assets into reductions on individual items, without 
Parliamentary authority to do so. Now, as Mr. Sellar points out, in 1946-47, 
and in 1947-48, fairly substantial amounts were transferred in effect from this 
general reserve to be reflected in the lower value of individual items in the 
balance sheet on the authority of the Surplus Crown Assets-Act and the Western 
Provinces Treasury Bills and the Natural Resources Settlement Act. During the 
year which the committee is reviewing there was only a small write off of a 
balance of a loan made to the High Test Lignite Coal Company.

Mr. Macdonnell: As a result you show practically $75 million as in 
addition to this reserve.

Mr. Bryce: Yes. 'IThaJ particular writeoff was made under the authority 
°f the Department of Justice Act, which authorizes the Minister to make com
promises during the course of litigation.

Mr. Major: In other words, you are increasing your reserve just to be 
ln a position to meet your writeoffs, as they would come, if necessary.

Mr. Bryce : Yes, sir. Now, as to the amount of the reserve, obviously no 
°ne can be precise ; at least it seems to us in the department that no one can be 
Precise in this day and age, saying how much we can expect to recover on loans 
made to various countries in various parts of the world.
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Mr. Macdonnell: Will you just make clear what happens, what is the 
practical effect of making a loan? Where does it appear when we actually make 
a loan?

Mr. Bryce: Take, for example, the loan to Rumania, which Mr. Sellar 
pointed out has been in default for many years. If we wished to write that off 
entirely, and not put any value on it, as I would picture it we would have to 
get authority to do that in some legislative form. We would expect to have an 
item in the estimates authorizing the writeoff, and then we would take this item 
out and we would reduce the amount of the reserve by an equivalent amount.

Now, there are various reasons that determine when you want to do that. 
You do not want to do it if there appears to be some chances of obtaining settle
ment, which would be prejudiced by public action recognizing that it is worth
less. Moreover, in cases of this kind there may be diplomatic questions involved; 
you may not want to do it at a particular time for one reason or another. 
There are a whole variety of considerations that enter into the question of the 
writeoff. In general, we endeavour to build the reserve up to the point where 
we are not really inflating the total of our active assets.

Mr. Browne: Is this $320 million represented by bonds or cash or is it just 
an entry in the books?

Mr. Bryce: Not at all, sir. It is just an entry in the books, in the balance 
sheet. We have shown, as you will note on page 16, the total of active assets as 
$5,427,000,000 just below line No. 6. Now, if it is the judgment of the Minister 
of Finance that that is probably too high—the value is high—he merely makes a 
deduction from it on the books of this amount.

Mr. Browne: It is increased by $75 million over last year.
Mr. Bryce: Yes this increase is practically $75 million over last year. I 

do not think that the minister or the deputy minister who advises him on this 
matter, would want to claim that there is omniscience in the Department of 
Finance which enables it to say that $75 million is the exactly right figure rather 
than $85 million or $65 million. It is just a question of judgment.

The Chairman: Shall we pass on to “liabilities”, item 60?. Item 60 is 
covered in detail by items 61 to 67, which we now pass on to. We will take up 
each of these items in turn. Item 61, “Floating Debts”.

Mr. Fulton: There is no paragraph for the Province Debt Account?
The Chairman: That is later on, in item 78.
Mr. Fulton: I beg your pardon.
The Chairman : Shall we go on with item 61, floating debts? Any questions?

By Mr. Macdonnell:
Q. That item of $51 million of matured funded debt securities not presented 

for reduction. Are any of these long outstanding?—A. Some of them are, sir.
Q. It seems to be a large amount.—A. It is a habit of human nature to 

be slow in turning in their matured bonds and securities.

By Mr. Browne:
Q. Are they liable to have been lost or destroyed?—A. We do not know.
Q. How long do you keep those items going?—A. Always. We have the 

liability. However, we do not pay interest after maturity.
Mr. Fraser: Somebody might find them in an old mattress or something 

and turn them in.
The Chairman: Let us all have a mattress hunt.
The Witness: I know of a case where a $1,000 certificate was framed and 

hung on the livingroom wall.
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The Chairman : Shall we pass on to item 62?
Mr. Fraser: Common school funds, what is meant by that? There is an 

account for that amounting to $2,678,000.
The Witness: It is also referred to in item 74. Shall I take the two of 

them together, Mr. Chairman?
The Chairman : Yes.
The Witness: A little over 100 years ago one million acres in the counties 

of Huron, Grey, Perth and Bruce were set aside for the support of schools in 
the province of Canada. A little later it was provided that 25 per cent of the 
revenue from the sale of that land would be applied to the construction of roads. 
The land in question was sold on an average at 10 shillings an acre, payable 
by instalments. At the time of Confederation there was still some of the land 
to be sold, and a great deal of the money to be collected.

The money that had been received had just been thrown into the ordinary 
accounts of the government and had disappeared. As a result of Confederation, 
the provinces of Quebec and Ontario each became entitled to a share of this 
money. It was a matter of great controversy. Ontario took the view that, as 
this land was in Ontario, they should not be required to support schools in the 
province of Quebec. .

An arbitration board in the 1870’s came to the conclusion that until all of 
the money was collected and the land sold the distribution of the money could 
not be made, and it directed the Canadian government to continue to be the 
custodian and to hold the money. In the 1890’s it was decided that the exact 
sums could be fixed, and it was determined that Ontario was entitled to so 
mqch and Quebec to so much.

The dispute then was about the interest rate which the government of 
Canada should pay. The arbitration board decided that 5 per cent was a 
fair rate, and ever since that day we have paid 5 per cent of the share of the 
province of Ontario and 5 per cent of the share of the province of Quebec.

Mr. Browne : That is another book item; there is no cash represented 
there?

The Witness: There is an actual cash outlay every year. As a matter of 
fact, the government of Canada never got this money from the old province of 
Canada—the old province of Canada had spent it—but the government of 
Canada assumed the obligation.

,By Mr. Fraser:
Q. That interest is paid out of consolidated revenue fund?—A. Every year.
Q. That will be forever, will it?—A. Unless you take some action. The prov

ince of Ontario is annually paid $71,229.86, and the province of Quebec $62,658.68.
Mr. Sinclair: Another handout to Ontario and Quebec.
The Witness: At the time of this arbitration back in the 1890’s, the parlia

ment of Canada passed an Act to the effect that as the result of this arbitration, 
the government might pay off the sum to the provinces of Ontario and Quebec. 
No action was then taken and no action has since been taken. It seems to me 
a little unrealistic in this day and age when the provinces are spending 
millions of dollars on education that the government of Canada should be 
required to be the custodian of $2,600,000. I think that some time, when 
there are negotiations proceeding between the provinces, this matter could 
be settled and the amount taken out of the balance sheet.

Mr. Sinclair: We are still paying the 5 per cent?
The Witness: Yes, and we also have to handle the school land funds of 

the prairie provinces. That also is an allied matter, and it amounts to $33 
million, in round figures, and the rate is 4 per cent.
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Mr. Fraser: What do we pay on that?
The Witness: 4 per cent.
Mr. Sinclair: It is the old story, nothing for British Columbia; no 

percentage.
Mr. Benidickson: Well let us recommend that we do something about the 

settlement of these accounts.
The Chairman: Yes, we will take that into consideration for our report.

By Mr. Macdonnell:
Q. What are Indian trust funds?—A. Indian trust funds are derived from 

more than one source. Indian trust funds arise from the sale of Indian lands. 
They are also moneys arising out of treaty rights which the Indians have, in 
some cases from the United States government, and in other cases from the 
British government.

Q. What is the nature of the trust?—A. It is provided by the Indian Act that 
these moneys shall be held by the government of Canada, and that the band 
has control over the funds and may apply the interest on them for the purchase 
of various things, such as the erection of schools, purchases of farm implements, 
pure bred stock, and so on, but that requires the consent of the Governor in 
Council.

Q. That is earmarked for each local band?—A. Each band has its fund.

By Mr. Browne:
Q. Is there any accounting of that here?—A. No.
Q. Where would it show?—A. In Department of Indian Affairs, although I 

am not sure where it would be. I will find out for you.

By Mr. Fraser:
Q. Out of that money the Indian bands pay their people? They give them 

allowances out of the fund—so much a month?—A. Yes, that also comes into it.
Q. That comes out of the band funds?—A. Yes.
Mr. Campney: I notice the item of deposits in post office savings bank—can 

you tell us what rate of interest is paid on those deposits?
The Witness: 2 per cent.
Mr. Browne: What interest is paid on the $20 million for Newfoundland?
The Witness: 2 5-8 per cent.
The Chairman: Shall we go on to item 63, “insurance, pension and guar

anty accounts?”
Mr. Macdonnell: In the second paragraph I see: “Although the unemploy

ment insurance fund totalled $594,920,000 as of March 31, only $16,889,000 is 
reflected in the balance sheet under this heading, as it is an administrative 
practice to treat uninvested amounts as a liability of the government.”

I am just wondering if there is any point of interest that arises out of the 
second paragraph?

The balance of the $594,920,000 is invested in our own obligations?
The Witness: Yes, sir, and that list is set out on page K-33. It is all in 

government of Canada and Canadian National Railways Securities.
The Chairman : Perhaps Mr. Bryce would like to speak on that?
Mr. Bryce: If you would permit me I would just point out that actually we 

show on the schedules to our balance sheet the total amount of the unemploy
ment insurance fund, less investments in bonds and accrued interest. Mr. Sellar’s 
records here note the amount, but the schedules do show the total less the 
investments.



PUBLIC ACCOUNTS 95

Mr. Browne: Where is that?
Mr. Bryce: On page 32 under schedule 0, under Department of Labour, 

unemployment insurance fund, $594,920,000 less $578,000,000 invested in bonds 
and accrued interest.

Mr. Macdonnell: Will Mr. Bryce explain to us the exact effect of taking 
these contributions under the unemployment insurance fund and then lending 
them to the Dominion of Canada, instead of making an independent investment 
of them?

Mr. Bryce: Are you speaking, sir, of the financial effect or the economic 
effect?

Mr. Macdonnell: Both.
Mr. Bryce: Economically, it is just a form of savings done through contri

butions to the fund by employers and employees, and by the government through 
its contribution. I would say, economically, it is on much the same footing as 
sayings carried on through many other institutional channels. Financially, it is 
Just a means of recording future obligations under the Unemployment Insurance 
Act, which are contingent of course upon the degree of employment.

Mr. Macdonnell: To what is there really a concealed liability of our own? 
when we come to pay that out we have not got any outside assets ourselves? We 
have to find the money somewhere else?

Mr. Bryce: It would have to be found from the fund—selling Dominion 
Government securities.

Mr. Macdonnell: Which we pay?
The Witness: They purchased those securities on the market.
Mr. Macdonnell : Yes, I realize that, but when they have realized the 

money—
The Witness: They sell thorn back to the market.
Mr. Bryce: They would sell them back again on the market. There is a 

question of the effect of putting them on the security market.
Mr. Browne: Everything is all right unless we strike a bust, or depression 

period.
The Chairman: Shall we go on to item 64, “deferred credit.”
Mr. Macdonnell : What is the expectation of being able to work this out 

with the Netherlands?
The Witness: It is all arranged. In my own opinion there was a little 

slowness in the beginning in working out the accounting application ; it should 
uot have been necessary to put it in, but everything is in order.

The Chairman: Item 65, “sundry suspense accounts.”
Mr. Macdonnell: There is nothing in that.
The Chairman: Item 66, “reserve for conditional benefits under Veterans’ 

Land Act 1942.”

By Mr. Fraser:
Q. Now what is meant by this?—A. If a veteran carries out his contract 

Under the Veterans’ Land Act, at the end of ten years lie becomes entitled to a 
credit of 23 • 3 per cent of his loan. Ten years has not yet elapsed, and therefore 
the government is accumulating these credits for loans in good order on which 
men will qualify.

Q. They pay so much into the fund each year?—A. Yes, sir.
Q. So at the end of the ten year period------ A. You have not got a sudden load

°n your expenditures.
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Mr. Wright: What becomes of the account where a settler has settled 
it in full?

The Witness: You will have to ask the Veterans’ Land Act people. I 
think I know the answer, but I am not sure.

Mr. Fraser: They are not entitled to the land until the ten years are up?
The Witness: No, not the credit.
Mr. Fraser: Not even if they pay it in full.
Mr. Wright : Is this amount credited to this account when the veteran 

completes his contract, as far as uayments are concerned, or is it left there 
until the end?

The Witness: My opinion is that he is protected, but I am not sure of 
the Act.

The Chairman : Item 67, “funded debt.”

By Mr. Browne:
Q. I would like to ask Mr. Sellar a question here. Why does he represent 

the Newfoundland debt in dollars when it is a sterling debt?—A. By the law 
governing the preparation of the accounts of Canada we are required to set 
them up in dollars.

Q. I understand that the British Government required that to be paid in 
Canadian dollars?—A. No, payment is in accordance with the terms of the 
issue.

The Chairman : Well, gentlemen, we shall now adjourn until Tuesday 
morning.

Mr. Fraser: What item have we finished?
The Chairman : We have finished item 67, and the next item will be 68.

The committee adjourned to meet again Tuesday, March 20, 1951 at 
11.00 a.m.
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MINUTES OF PROCEEDINGS
House of Commons, Room 430, 

Tuesday, March 20, 1951.

The Standing Committee on Public Accounts met at 11:00 o’clock a.m. 
bhe Chairman, Mr. L. Philippe Picard, presided.

Members present: Messrs. Anderson, Blue, Boisvert, Boivin, Brisson, 
Browne (St. John’s West), Cauchon, Cavers, Cloutier, Croll, Cruickshank, 
morning, Fraser, Gauthier (Portneuf), Helme, Kirk (Digby-Yarmouth), Larson, 
Macdonnell (Greenwood), Major, Nowlan, Picard, Riley, Robinson, Sinclair.

In attendance: Mr. Watson Sellar, C.M.G., Auditor General ; Mr. R. B. 
Bryce, Assistant Deputy Minister of Finance.

The Chairman paid a tribute to the memory of the late Mr. Karl Homuth 
who was a member of the Committee at the time of his sudden death. He 
informed the Committee that on behalf of himself and the members of the 
Committee he would convey an expression of sympathy to the family of the 
deceased member.

The Committee resumed article by article consideration of the Auditor 
General’s Report for the fiscal year ending March 31st, 1950.

Mr. Watson Sellar was again questioned on the various articles of his 
Report, under study, and Mr. R. B. Bryce was asked to answer certain specific 
questions arising out of the Auditor General’s examination.

. At 12:45 o’clock p.m., the Committee adjourned to meet again at the call 
°f the Chair.

ANTOINE CHASSÉ,
Clerk of the Committee.
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MINUTES OF EVIDENCE

House of Commons,

March 20, 1951.

The Standing Committee on Public Accounts met this day at 11.00 a.m. 
The Chairman, Mr. L. Philippe Picard, presided.

The Chairman: Gentlemen, I feel I should not open this meeting without 
a word to express my feelings, and, I am sure, the feelings of all the members 
of this committee, on the demise of one of our members, Mr. Karl Homutn. 
With your permission, I intend to convey our condolence to Mr. Homutns 
family. Mr. Homuth had been a very active and energetic member ot tne 
House and of its committees up to the time he became ill a year or so ago. 
I sat with him on the War Expenditures committee and on one oi the sun- 
committees, and I appreciated the work he did there and Ins fair approach to 
questions brought before the committees. I think it is proper that we shou 
convey our sympathy to his family. . , -,

Before we carry on with the next item of business, ‘ Foreign Exchange Co 
Hoi Board advances,” I think Mr. Sellar has an answer to one or two questions 
a$ked the other day by Mr. Fraser.

Mr. Watson Sellar, Auditor General, called:

Mr. R. R. Bryce, Assistant Deputy Minister of Finance, in attendance.

The Witness: Mr. Chairman, Mr. Fraser asked me two questions. On 
toe first day he asked: What were the surrendered profit of the Foreign Exchange 
Control Board for the year 1949? The figure is $8,438,000. That is for the 
calendar year 1949. . , „ _ ■ ,The other question was asked at the last meeting when Mr. Fraser en0ul J d 
as to what was the amount of the allowance for rental in connection with the 
returning officer in Peterborough West who occupied a government office. ie 
memorandum I received from my officer who examines these accounts reads- 
there has been no payment for rent of space during the general election to r. 
H. A. McClellan, returning officer, Peterborough West.

The Chairman: Wc have reached item 68: “Foreign Exchange Control 
Board advances.”

By Mr. Fleming:
A Q. I would like to ask one question about the first answer. T ic ugure 
Mr. Sellar gives us was a figure of profit?—A. The surrendered profit, 
is also the profit by appreciation of securities arising out of sale of securities.

Q. Could Mr. Sellar give us the figure on profit?-A. Surrendered profit? 
Q. Yes.—A. This was at the year end what they surrendered and turned

Jack to the government. ,, Q. Is it the practice of the board each year to surrender all profit, to turn 
back to the government?—A. Yes, at the end of each year. They are required 

by law.
Q. So they start each new year with an absolutely clean sate. . . es, 

Slr, they are required by law.
99
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Mr. Fraser: That profit goes into the consolidated revenue fund?
The Witness: The general consolidated revenue fund of Canada.

By Mr. Macdonnell:
Q. Since you have had that brought up to date, there has been no shift in 

the Canadian dollar since? And, were these, as a matter of interest, ever brought 
up to date?—A. The profit for the year 1950 was $7,400,000—I am using round 
figures.

By Mr. Fleming:
Q. You are distinguishing profit from revaluation? When they revalue 

there would be a surrenderable surplus remaining? The information given was 
that this revaluation made no difference in the surrenderable profit, that the 
surrenderable profit is the profit they make on the actual sales?—A. Yes, sir, 
that is what was realized.

Q. Could Mr. Sellar tell us anything about the effect of the revaluation 
surplus or loss in connection with the last revaluation of the dollar?—A. I 
would be going from memory, sir; and I would hesitate to state the figures, 
although I examined that financial statement about 10 days ago and it will 
be submitted to the House of Commons very shortly. I haven’t the figures 
clearly in my head.

Mr. Fraser: With regard to the last sentence of that item, could Mr- 
Sellar actually state what happened to that $46,000,000 of the remainder? 
It is not reflected in the balance sheet of Canada here.

The Witness: That remains with the Foreign Exchange Control Board 
until the money is realized. It will be then, at the end of the next year, paid 
over to the government of Canada.

By Mr. Fleming:
Q. I wonder if Mr. Sellar could tell us in what form the Foreign Exchange 

Control Board is now holding its reserves? Have you the proportions in 
United States dollars and gold?—A. They are permitted to make investments 
in short term securities and some of them will be in dollars, and some in U.S- 
treasury securities—short term, of course—and so on, and they will have some 
gold.

Q. Do you know the proportion of gold as compared with United States 
dollars?—A. The amount of gold has always been relatively low in relation 
to what we need because gold does not produce income and costs money to 
keep.

Q. What has been the trend of the holdings as to the gold on one hand 
and United States dollars on the other?—A. When they use the term “United 
States dollars” you include U.S. securities?

Q. Quite so.—A. They have always been much larger. I would say the 
ratio might be ten to one.

Q. Has there been any change in the trend in that respect?—A. There 
has been no change in practice, as far as I can observe.

Q. May I take it in so far as the holdings of the board are concerned as 
between gold and United States exchange whether dollars or short term 
securities, that it would be about one dollar of gold to ten dollars of securities? 
—A. I may be accurate there, I may not be but I am emphasizing that the 
vast majority of the securities in the portfolio of the Foreign Exchange Control 
Board are U.S. securities that are producing some income.

Q. There has been no trend toward an increase in the proportion of gold 
in the light of the inflation in the United States and the loss of confidence in 
the United States dollar?—A. I have no information as to that, sir; because 
I audit the accounts, I do not watch foreign exchange policy.

Some Hon. Members : Hear, hear.
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By Mr. Mncdonnell:
Q- Was the ordinary investment policy followed,—I mean, just as in any 

other portfolio—has there' been an endeavour to build up that portfolio ; or, 
would you know that?—A. I would not know that. You would have to have one 
of the officers of the Foreign Exchange Control Board here, or someone from 
the Department of Finance.

The Chairman : Perhaps Mr. Bryce would care to say something on that.
Mr. Bryce: As I understand it, the report of the Foreign Exchange Control 

Board was not available when the legislation was brought down in the House 
the other day, but it was indicated then that it would be brought down to the 
House very shortly. 1 expect as usual it will deal with that question of the 
details comprising the holdings of the board at the end of December. I am 
sorry that I do not know the details myself at this stage.

Mr. Macdonnell: Is there any reason you can think of why that would 
not be dealt with like any other investment—keeping a constant eye on valua
tion?

Mr. Bryce: No, sir.
The Chairman : Arc you satisfied that we have finished with item 68? 

8hall we go on to item 69, “securities investment account”?
Mr. Macdonnell: Would Mr. Bryce give us some details of that security 

investment account? I know in general it has to do with supporting the market. 
1 hat was stated in the memorandum used by the minister in the House 
yesterday, and you will recall that he stated that that account was made up 
oi several accounts, several investment sources.

Mr. Bryce: In answer to that, sir, I may say that I believe there are 
several sub-accounts within this. There is one known as the “X” account, 
dealings in marketable Canadian securities; then there is another kind known 
as the “Y” account, dealings in securities of the Canadian government; and 
a third, I believe, an account in which securities were held that were being 
Purchased by the government for its employees under the employees purchase 
Plan. I am not certain—I do not believe that I have here the details as to 
ihese three separate accounts and how they relate; but the total balance in 
that account at the end of the year is, of course, shown on our balance sheet, 
Page 16, under assets., under cash and other current assets, in the security 
investment account—$18,690,000 odd.

Mr. Macdonnell: Was that account closed out?
Mr. Bryce: The account as a whole was still open at that time, but I am 

not sure of the details ; I think the “X” account operation, the operation for 
dealing in Canadian marketable securities, had been closed out by that time.

Mr. Macdonnell: Why?
Mr. Bryce: Because the securities in it had been sold ; as part of the market 

operations being carried on through that account.
Mr. Macdonnell: If it had been operated in the way you stated would it 

not naturally have been a continuing account?
Mr. Bryce: This account, of course, does not include actual cash balances 

which are used for the purchase of our securities. It was an account which 
was automatically created by the purchase of securities and other holdings for 
this purpose and when the securities arc sold that have been purchased and put 
into that account, then the account itself diminishes, or disappears.

Mr. Macdonnell: What is the employees purchase account?
Mr. Bryce: The employees purchase account, sir, is in Canadian savings 

bonds. The government just like any other employer makes payroll deduc
tions on behalf of its employees ; and when the payroll deductions have been 
completed the bonds are turned over to the employee.
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Mr. Croll: Would Mr. Bryce tell us whether these check offs are voluntary 
or revocable, or both?

Mr. Fleming: Well, they are not statutory anyway.
Mr. Bryce: They are certainly voluntary. Whether they are revocable 

without loss, I am not certain.
Mr. Macdonnell: Just one question there. Mr. Chairman, there has been 

a loss there of $8,000,000. Am I right in assuming that none of that loss has 
been applied to the employee purchase scheme, but they did have a very con
siderable loss.

Mr. Bryce: No. The arrangement for that was not such as to involve any 
loss; except an occasional loss where a bond has not been delivered, and those 
are covered by a specific appropriation under the Department of Finance in the 
estimates. I can look that up for the year the committee is reviewing. If you 
look under the demobilization and reconversion votes in Finance, for 1949-50, 
you will see a heading Employees Plan—and two votes, vote 95 for purchase 
of Canada Savings Bonds, administration, $89,710; and vote 96, “to provide, 
subject to the approval of Treasury Board, for replacement of bonds lost in 
mails and for reimbursement of accounts incorrectly charged with repayments, 
$2,500.”

The Chairman: I think the Auditor General might want to comment on 
this item of securities investment account.

The Witness: There is very little I can add to what Mr. Bryce has said. 
I can give you the figures of Canada Savings Bonds, they amounted to 
$9,066,000 that year. The other two big items were United Kingdom Treasury 
bills representing 2,225,000 pounds, and the Newfoundland 3 per cent guaranteed 
stock, representing £761,000. Both of those arise out of the sale of codfish by 
the Newfoundland Association of Fish Exporters Limited. They were sales of 
codfish in sterling areas under an agreement with the United Kingdom whereby 
the money would be held in the Bank of England. By the terms of union, and 
the supplementary replies to questions tabled by Mr. St. Laurent, the govern
ment of Canada undertook to take over those sterling balances. They were 
in that account at the end of the year. It was an unusual place to put them, 
and I think they have been transferred to a more appropriate account.

Mr. Fleming: Before we go any further, I have one more question I 
would like to ask Mr. Bryce about that “X” account. What relationship has 
the use of that “X” account to attempts made through other government 
channels, which I understand to be principally the Bank of Canada, to support 
the price of Dominion of Canada Bonds on the market?

Mr. Bryce: Well, this is one of the accounts at the disposal of the govern
ment and its fiscal agents, the Bank of Canada, for operating in the securities 
market. Just how they use it in relation to the funds of the Bank of Canada 
would be something that would be better learned from someone who is more 
versed in the actual operations. It is used that way, as has been indicated, but 
to what degree and in what manner I cannot say from personal knowledge.

Mr. Fleming: You are not in a position to comment on the way the govern
ment and the Bank of Canada operate together in using such a fund as this?

Mr. Bryce: No, but I know that it is used in that way from time to time. 
Just in what manner I cannot say, because I am not suEcient of a marketing 
technician to explain it.

The Chairman: Are there any further questions?

By Mr. Browne:
Q. Yes, I was going to ask Mr. Sellar how that sterling arrangement is being 

çarried on now? The fish is sold to Europe and paid for in sterling. How is the 
conversion into dollars made?-—A. When you use the wordi “now” I am not able
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to answer. The original agreement was between the Newfoundland gov ernmcn 
and the Newfoundland Association of Fish Exporters Limited. My understanding 
is that the Newfoundland government and this corporation had an agreemen 
whereby the Newfoundland government placed Newfoundland currency at the 
disposal of the corporation in exchange for those sterling securities. the 
Newfoundland government accumulated those securities as a form of reserve foi 
retirement of its debt, and that was how, at the time, the government of Canada 
agreed to assume those sterling 'balances. You would have to ask the Department 
of Finance what the situation is today. I will know it in three weeks but at 
the moment I do not. , _ , , , ,, „

Q. Is it related to the Foreign Exchange Control Board, and does Mr Bryce 
know about it?—A. No, it has no relation to the Foreign Exchange Control 
Board but. it is blocked currency.

Mr. Bryce: It relates more to the United Kingdom Foreign Exchange 
Control. The government, through this arrangement for the disposal of hsh, 
acquires certain sterling that cannot be used except for limited purposes^ and, by 
arrangements with the United Kingdom, we are able to invest some of it in these 
securities. Those investments being temporary and made with idle funds, 
technically should go in this security investment account, although this is not 
the sort of investment that is normal. My explanation of the categories covered 
in this account was deficient, and, frankly, I did not mention it, because I did 
not realize that was where we put these securities, although I see them tlicic 
now in the Public Accounts.

Mr. Browne : What securities do you buy?
Mr. Bryce: That is noted on page 36, in paragraph F, treasury bills of the 

United Kingdom and 3 per cent Newfoundland guaranteed stock.
Mr. Browne : You buy up stock over there?
Mr. Bryce: Yes, some of it.
Mr. Macdonnell: Referring to Mr. Fleming’s question about the effect of 

nose funds on the support of Canadian securities, in the statement filed by the 
minister yesterday. I think the total figure of the operation was given at $2,715 
million, if my memory serves me correctly. Could Mr. Bryce give us, by 
deducting that from other funds, the magnitude of the operation. It may be 
tlvat there was active buying and selling and that it does not amount to as much 
as it rounds. What is the significance of that $2,715 million in terms of support?

. The Chairman: That is a question which is not relevant fo what we are 
doing now. It is most interesting after last night’s statement, but we would be 
embarking on this year’s accounts when dealing with the statement made last 
mght.

Mr. Macdonnell: I think the statement made was with reference to the 
Writing off of $8,300,000.

The Chairman : Yes.
Mr. Bryce : I believe that Mr. Macdonnell’s figures aré approximately 

porrect. I am speaking from, memory, but that $2,700 million in purchases or 
ln sales (the two would not differ very much from the total purchases and total 
sales) extended over a period of ten years, or nine years. It would work out 
something on the order of $300 million to be purchased per year-—perhaps 
#350 million.

Mr. Macdonnell: Of course it would only be done in times of need and we 
are not getting the real picture if we average it over ten years?

Mr. Bryce: Quite right, and in some years, purchases would be very much 
more than sales, and in other years it would be the other way around. It is 
rcally part of the whole process of monetary management. This element is an 
additional instrument of the monetary management—in addition to the operation 
°f the central bank.
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Mr. Macdonnell: I don’t know whether the chairman will allow this, but 
I am wondering if we can take it that these operations will not occur in the 
future?

The Chairman: That will be a matter of government policy and not one 
on which either the witness or the chairman can answer.

Mr. Macdonnell: I have just one other question. Why were the earnings 
taken in full, and no provision made for this loss until it was all over? Or is l 
that a correct statement?

Mr. Bryce: It was very difficult to say in advance whether there would 
be a loss. As you will note a loss of $8 million, on purchases and sales of $2,700, 
million is a pretty small proportion. It is difficult in advance to know whether 
or not in fact there is going to be a loss. It was felt by the minister and the 
deputy minister that this was the more appropriate way to record the situation 
—coming to parliament if there was any loss, and requesting authority to write 
it off the books.

The Chairman: Can we pass on to item 70, “Newfoundland loan sinking 
fund”.

Do you wish to ask any questions here, Mr. Browne?
Mr. Browne: No.
The Chairman: Item 71, “working capital advances”.

By Mr. Fleming:
Q. Mr. Chairman, we have reference here to a revolving account. That is 

to some of us a rather ominous expression. The item says: “Inventories of 
stores are not included in the balance sheet, with the exception of those of the 
Department of Public Printing and Stationery, the Mint, and the Department 
of Transport, each of which enjoys statutory power to purchase stores by use 
of a revolving fund account.”

We had a warning that there is going to be a similar revolving fund, 1 
think of $100 million, in the new Department of Defence purchases. I would 
like to ask Mr. Sellar how many departments enjoy the privilege of operating 
a revolving fund account or accounts, and what is the scale of their operations 
in such funds?—A. Revolving fund accounts, sir, are regulated by statute. In 
the case of the King’s Printer, parliament has authorized up to $2 million. 
That is used by the King's Printer to buy his supplies, and pay his staff, before 
the departments reimburse him for their printing. In his case it is $2 million.

In the case of the Department of Transport Stores Act, that is their legis
lation, parliament last year increased the amount to $4 million.

The National Film Board, by its legislation, last year had $750,000 pro
vided as a revolving fund.

The Mint is indefinite. Its legislation is in more general language because 
it is founded on the purchase of gold and the procurement of silver and bronze 
for the making of coins. Therefore, the size of that account is regulated by the 
volume of its business. It is assumed its purchases are the equivalent of money.

Q. May we take it then there are only these four agencies, at the present 
time, apart from the new department, that have the privilege of operating a 
revolving fund account?—A. Pardon me, it is tricky thing to depend on 
memory, but I think there is either $75,000 or $100,000 in the Indian Act to 
finance muskrat hunting, and so on, by the Indians.

Q. I guess we will not worry too much about muskrats.
The Chairman : You are not interested in muskrats?

By Mr. Fleming:
Q. Not at the moment, but looking at these other four revolving funds you 

refer to, Mr. Sellar, what in general is the set-up? Does it mean that not more
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than the amount authorized, we will say in the case of the Kings 1 1 inter 
12 million, or the Department of Transport $4 million, can actually be laid 
out at any one time or expended in advance of purchases of stores l A. In the 
case of the Department of Transport the $4 million is absolute. In the case of 
the King’s Printer the Act provides that in addition to the $2 million, he can take 
into account the amount payable by departments. All departments~are required 
to pay monthly and, therefore, you have the equivalent of one month s advance 
to a department on top of that $2 million. That is the maximum that he can 
have.

Q- At any one time?—A. At any one time.
Q. But in that limit existing from time to time the transactions could be 

very much larger than that?—A. Naturally.
Q. Could you give us some idea how much these transactions have run in 

the fiscal year, in connection with the amounts authorized for the revolving fund 
account in each case?—A. Last year I think the sales of the King’s Printer were 
in the neighbourhood of $12 million.

Q. Did he finance $12 million of operations on this revolving fund of 
$2 million?—A. Yes.

By Mr. Macdonnell:
Q. One thing surprises me. I understand the revolving fund is for use in 

connection with supplies, but you said the King’s Printer also pays his own staff? 
Is that not an unusual provision? W hen was that arrangement introduced?
A. It has always- been in the Act.

Q. Why?—A. It was set up as an industrial establishment and provides that 
the King’s Printer should pay his employees comparable wages to those paid in 
the trade in Montreal and Toronto.

Q. Are the employees of the King’s Printer all civil servants? A. No, sir, 
not in the true sense of the word. They are actually; but, literally, for a long 
time they had no superannuation protection. They have now.

Q. That is what I wanted to know. Do they come in under civil service 
superannuation or do they come under a plan of their own?—A. Under the 
ordinary civil service superannuation ; not all of them, though, not the temporal ies.

Q. From the point of view of superannuation, are they treated just as if 
they were civil servants?—A. Those who arc under the Act get the same 
treatment as any other person under the Act.

By Mr. Fleming:
Q. Coming back to the Department of Transport: To what extent aie 

the financial operations of the Department of Transport financed with that 
$4 million revolving fund?—A. I have no figures with me but I could tiy to 
get them for you. They are spread over all their votes.

The Chairman: Perhaps Mr. Bryce could enlighten us on that.
Mr. Bryce: I am sorry, sir, I was only just pointing out to the chairman 

that this point which the Auditor General has raised here in Item 71 (b) at the 
bottom, is covered by an item in the further supplementary estimates tabled m 
the House yesterday to provide for the reimbursement of the Department of 
Transport stores account of the value of stores destroyed or damaged beyond 
repair in 1950- to the value of $31,764.

By Mr. Fleming:
Q. I am rather interested in the ramifications of these various departments 

through their revolving accounts, and I would like to get some conception of the
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extent of the turnover that is carried on year by year with these revolving fund 
accounts. For instance in the case of the King’s Printer the $2 million revolving 
fund account has financed operations extending to $12 million, and I wonder 
if we could have similar information in connection with the other revolving funds 
that Mr. Sellar has referred to.—A. I speak with some reserve on this. You 
will see on page Z-67 that the department had debit charges of $8,332,437 that 
year. I assume that is the volume of transactions carried through that account 
last year.

Q. Where would we normally go for information on the results of these 
various accounts?—A. Ordinarily, to the department concerned or to the 
Comptroller of the Treasury, in other words, the Minister of Finance.

Q. What have you to say in general about the propriety of using the method 
of revolving fund accounts in relation to strict parliamentary control over 
expenditures?

Mr. Croll: Is it right to enter into this now? Does it not go beyond the 
scope of our work?

The Chairman: That is a very important question, but I think the member 
who stated he was not so much interested in muskrats might be trying to see 
if there is a possibility of a skunk getting in somewhere. That is why the 
question is put. Really, it is beyond the scope of our work at the moment 
because it asks for an expression of opinion on questions of policy, but I let 
it pass because we have been somewhat lenient as to these borderline questions 
lately.

Mr. Croll: It seems to me he could ask this question quite properly: Has 
there been any abuse of these funds?—but as to the propriety of using this 
method, that is not a question for Mr. Sellar, it is a question for parliament.

The Chairman: Yes; of course the witness may be asked questions as to 
what has happened in the past, but I think we should also accept the present 
question.

Mr. Fleming: We have not only received but have welcomed from 
Mr. Sellar in the past, and particularly on several conspicuous occasions last 
year, comments from him about methods by which strict parliamentary control 
over expenditures might be maintained. Now, here is an item in his report 
in which reference is made to the revolving funds—apparently there are four 
or five of them—and I think it is a natural and eminently fair question to ask 
Mr. Sellar how this business of revolving funds ties in with the principle of 
strict parliamentary control in these operations. His opinion on various 
subjects was in the past welcomed by us and I do not know why we should 
hesitate about it now. Here is the man who is expected by parliament to be 
the principal champion of the rule of strict parliamentary control over public 
expenditures.

The Chairman: That is the spirit in which I accepted the question, not 
as an opening of a discussion as to what may be the policy in the future.

Mr. Sinclair: Any comment that Mr. Sellar would have on that would 
surely be in his report because his report draws to our attention items on which 
there is lack of parliamentary control. For every payment made by the King’s 
Printer there is an estimate made and it appears in the estimates of parliament. 
It is only when a payment is made which has never been approved that 
Mr. Sellar calls our attention to it here.

Mr. Macdonnell: Is that a correct statement? He is given working capital 
to carry on business, but we do not get the details of all his operations in the 
public accounts.

Mr. Croll: But Mr. Sellar does. Has that method been abused?—-that 
would be a proper question.
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Mr. Macdonnell: Last year we asked Mr. Sellar’s frank opinions and 
welcomed them. Why cannot we have them this year?

Mr. Croll: You must not persist in your mistakes.
Mr. Sinclair: It would not be proper if the King’s Printer made expendi

tures out of the revolving fund unless there was an appropriation in the 
department concerned.

Mr. Fleming: We do not in this committee, surely, confine ourselves just 
to what Mr. Sellar says in his report here. Those observations of his are 
necessarily pithy and we use them as the basis of questions to elicit relevant 
information.

. The Chairman : That is what we did last year, and for doing that exten- 
Slvely, and, I think, with a good result, I suffered attacks in the House from 
certain quarters to the effect that I had sidetracked the committee into things 
ether than the proper study of the public accounts. This year I am going to 
be guided by the wish of the committee which is that we should at this point 
examine the Auditor General on the text of his report and not go into any 
study that might lengthen the procedures beyond five meetings. I will allow 
the question though, because it has a bearing on the point we are studying 
now and I think it is interesting. However, I think I am stretching the point 
and I think that Mr. Croll and Mr. Sinclair are right in reminding us that we 
had agreed to limit ourselves solely to the questions on the report itself and 
now we are going to go into a question of policy, as to which are the best 
methods ; but I think the question should stand anyhow. Will you explain, 
Mr. Sellar?

The Witness: Well, sir, the easiest case to give you as a concrete application 
is the Department of Transport stores account, which is $4 million. Now, why 
does that $4 million exist? The reason is that the Department of Transport has 
canals and a large number of services all over this country which are closed 
m the winter and in the Spring of the year have to be put into operating 
condition. The experience w*as that they could not accumulate the necessary 
materials and supplies before the opening of the season because their votes were 
cither exhausted or they were financing on interim supply. For that reason the 
government of the day, in 1937, decided that there should be a revolving stores 
account of, I think, it was $2 million but it has since been increased to $4 million. 
Now, every purchase that the department makes against that account ultimately 
has to be charged against an appropriation, therefore, it cannot make any 
purchase through the stores account without meeting the test of being a proper 
charge to an appropriation. The benefit of the stores account is that you avoid 
a degree of duplicating of estimates, that is why that revolving fund is. In the 
case of the National Film Board, the board may be making a film for, let us 
say, the Department of Labour. If the film board had to provide for the cost
of that in its votes and the Department of Labour had to provide for the cost
of the finished article in its vote, you would have the cost of that film appearing 
twice. You would be asked to vote for that film twice. Through use of the 
revolving fund the effect is one of eliminating duplication of estimates.

The Chairman: It dqes not mean that parliamentary control is diminished 
in the end?

The Witness: In my opinion, no.

By Mr. Browne:
Q. How is the fund replenished?—A. It is replenished by charges to the 

appropriation, as they take the supplies.
Q. Yes, but they spend the money and take in the supplies. How is the

money replenished?—A. The money in the first instance is paid out of this
revolving fund which is supplied by the Minister of Finance. When an issue
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is made, let us say, to marine agencies, of $100,000 worth of supplies, that marine 
agency vote is charged $100,000, and that is re-credited to the revolving fund 
so that your $4 million is working back and then at the year end they must clear 
the $4 million.

By Mr. Fleming:
Q. Can those departments which are given revolving funds by statute 

draw on the Consolidated Revenue Fund, say, earlier in the fiscal year, in 
accordance with their requirements, we will say, before the appropriation is voted? 
—A. They are drawing on it constantly for their operations all the time.

Q. Then, at the end of each fiscal year, is there a strict accounting of the 
revolving fund as applied to t'he appropriation authorized by parliament?—• 
A. Very strict, sir; we make a special audit or that account.

Q. In every case?—A. In every case.
Mr. Macdonnell: My recollection is, when they got the increased amount 

on the revolving fund in transport, it was pointed out there had been an overrun 
of something like $70,000 the year before and it was to prevent that happening 
that there was a suggestion that the working capital should be increased.

The Witness: The trouble was that the cost of material and expansion of 
activities in the department made it necessary to have this increased amount of 
money.

Mr. Robinson: Would it be desirable to have such a fund available for the 
Department of Public Works?

The Witness : In my opinion, yes, sir, but that is just my opinion.
Mr. Fleming: Has Mr. Croll any objections to that?
Mr. Croll: He is sitting too close to me here. I tried to kick him but I 

did not succeed.
Mr. Robinson : Let me ask one more question. In your opinion, would such 

a fund eliminate a good many revotes that we presently have in public works?
The Witness: I doubt it because revotes are for works.

By Mr. Browne:
Q. I would like to ask about this account on page Z-67. Would Mr. Sellar 

explain to the meeting the open account on page Z-67, stores account—Trans
port? It shows a debit balance of nearly $3 million dollars.—A. The Treasury 
at the year end sets up in the public accounts a record of all the accounts which 
are not strictly appropriation accounts and that is the summary of the transac
tions with respect to the stores account. You will find that in other departments.

Q. I see. This debit balance of $3 million approximately would be the 
charges to it? That has nothing to do with the revolving fund?—A. No, sir.

The Chairman : Shall the item carry?
Carried.
Now, we will go on to Item 72 and Item 73, “advances not listed as assets.”

By Mr. Macdonnell:
Q. I would like to know something about Item 73. What is the reason 

for the apparent inconsistency there?—A. In 1920, Sir Henry Drayton was 
Minister of Finance, and in his budget speech that year, he advised the House 
that he was changing the form or treatment of assets in the public accounts of 
Canada, that only those assets that were interest-producing would be treated as 
active assets, and that plan was followed. At that time the only two harbour 
commissions—all were then all independent bodies—paying interest, were the 
ports of Montreal and Vancouver. Those two were set up as assets, the others
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were not. Over the years, since the national harbours board has taken over, 
various other ports have paid interest: Three Rivers, Saint John, and Halifax.
I do not think it is a good test. I think it is out of date now. These should be 
taken together.

Q. What test would you suggest?—A. I feel that in the revision of the 
Consolidated Revenue and Audit Act there should be a definition as to what is 
to be treated as an asset and what is to be treated as a liability in the public 
accounts of Canada.

Q. Can you suggest any reason for the present difference of treatment in 
these two accounts?—A. I have taken it up with the Department of Finance and 
I have never been convinced by their reply.

The Chairman: Maybe we should ask Mr. Bryce if he has any comments 
to make.

Mr. Bryce: The explanation that the Department of Finance makes is a very 
simple one, Mr. Chairman. It is that these are the two ports that we believe 
can be expected normally to yield sufficient profit to pay interest on the loans 
made for their equipment and property.

Mr. Macdonnell: Is there any loan made to Toronto?
Mr. Bryce: Toronto is not operated by the National Harbours Board. We 

regard these two ports as being in a different category because of the profitable 
character of their operations. That is all there is to it. And we have felt that 
M include the loan to the Harbours Board for other ports would not be as 
conservative in valuing our assets. We felt that to exclude the loans for the 
Ports of Montreal and Vancouver would mean that we would be leaving out of 
°ur active assets loans .made for the creation of facilities which, in fact, do return 
a revenue to the government.

I can well understand Mr. Sellar’s concern that once the ports have been 
brought together under it, the National Harbours Board ought to be considered 
as a whole. That would be the contrary logic. But the Department of Finance 
bas really continued to look through the National Harbours Board to the various 
Ports which it was administering to see whether or not the operations of the 
Particular ports were profitable. That is the simple basis on which we make the 
distinction.

Mr. Croll: What do you think of his presentation, Mr. Sellar?
The Witness: I do not agree with it, sir.
Mr. ..Croll: And can you tell us why.
The Witness: My view is this: let us consider the port of Three Rivers 

which is a self-supporting port, which has paid interest regularly, and which 
has ended the year with a surplus. I submit that we have an asset there that 
ls worth while putting into the balance sheet.

But in the case of Halifax and Saint John it is true that they are not able 
t° pay all of the two and three quarter per cent interest but one of them was 
able to pay $100,000 that year, while the other was able to pay $200,000. 
■Therefore, I submit they have got some value, and that there is something 
behind it all. Here again it is none of my business, but I think our National 
Harbours should be recast; I think that their financial structure should be 
recast, because I think that the National Harbours can never repay the total 
amount of $180 million of debentures. I feel that we should make an engineering 
valuation of those assets to a fixed and reasonable amount, bearing in mind 
that they are national ports in the economy of Canada.

Mr. Macdonnell: Are there any sinking funds?
The Witness: Yes, the National Harbours Board established certain sums 

pach year for replacement and it has accumulated $28 million, which is invested 
in securities of Canada.
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Mr. Croll: In the light of Mr. Sellar’s statement, Mr. Bryce, Three Rivers 
is in the same category as Vancouver and Montreal. What have you to say 
to that?

Mr. Bryce: I would have to look further into the facts. We have never 
felt the same assurance in regard to the profitability of Three Rivers as we 
have in regard to the profitability of Montreal and Vancouver. But as to what 
facts there are to back that up, I do not know. I do not have them at my 
finger tips.

Mr. Croll: Carried !
Mr. Bryce: And I think that the whole question is somewhat similar, 

perhaps, the larger question that Mr. Sellar raises to the question considered 
by the Transport Royal Commission in regard to recapitalization of the Cana
dian National, that is, how should you treat a debt which has accumulated over 
a period of years?

By Mr. Fleming:
Q. You show an amount which we are talking about here. But when you 

speak of having an engineering survey of the value of the assets, might I ask 
if there is any such figure now in existence?—A. The National Harbours Board 
over the years has been trying to establish the real value of the assets which 
are in its possession, because it has assets which are not reflected in its indebted
ness certificates to the government. During the war we made very substantial 
improvements to the ports of Halifax and Saint John. Those improvements 
were paid for out of war appropriations. But subsequently the administration 
of those assets was turned over to the National Harbours Board.

Q. But not the assets themselves?—A. Yes, the assets themselves. The 
title of all such assets remains in the name of the crown.

Q. It was just the administration of them that was turned over?—A. Yes.
Q. So these improvements that you speak of do not appear in the assets 

of the National Harbours Board?—A. Yes; the National Harbours Board regard 
themselves as a trustee in that regard for the government.

Mr. Fraser: The improvements in most cases were made in order to give 
facilities to the navy, were they not?

The Witness : To improve the harbour facilities generally.
Mr. Fraser: But for the navy mostly?
Mr. Fleming: What amount are we talking about, Mr. Chairman?
The Witness: I have no figure.
Mr. Major: Do you believe in the principle of partial writing-off of the 

assets when they become too high?
The Witness: My thought is that assets should be^as realistically valued 

as possible and that we should not inflate or unduly depress them. We know 
that they cannot be sold, but we do want to have something in which you can 
have confidence.

The Chairman: The next item is 74, “common school fund,” I think it 
was dealt with when we passed over item 62. So I think we are now on item 75, 
“civil service superannuation account.”

Mr. Browne: Did we not vote $75 million for that yesterday?
The Chairman : Are there any questions?

By Mr. Browne:
Q. Was that done as a result of any representations made by you?—A. No!
Q. Was it on your recommendation that we voted that $75 million yesterday ?



PUBLIC ACCOUNTS 111

The Chairman : I think that is beyond the point of this item that we are 
dealing with now.

Mr. Browne: I did not think there was any secret about it.
The Chairman : There is no secret but we are working as a committee dealing 

with public accounts, and I do not think this is a proper question to ask the 
witness.

By Mr. Fleming:
Q. My attention was drawn to the last sentence in item 75. Might I ask: 

what is the significance of drawing attention to the fact that it is not established 
on any actuarial or sound basis?—A. The superannuation account you have 
before you is regarded in two ways. First, it is a provision to provide for civil 
servants upon their retirement, and when they die, for their widows. And for 
that purpose the civil servants contribute various amounts. For example, I 
contribute five per cent, because I was in the civil service before 1939. Those 
who came in since, in an equivalent salary rating, would pay six per cent. That 
is one side of it.

The second side of it is that the superannuation scheme is provided in 
order to get employees to make the civil service their life work, and also to 
accept salaries, lower than they might possibly get in outside industry.

For that reason we set up a fund. The Act provides that the government 
add a contribution to that fund, and it also provides that the government pay 
four per cent for the use of the money.

This fund is not invested in bonds. It is used by the government of Canada, 
and the government of Canada pays four per cent for the use of the money. 
My point is this. We set up $103 million. That is the liability. But that 
cannot be strictly the case. I submit that we have a liability representing the 
contribution made by employees, and we have a liability for every award of an 
annuity which is aetuarially calculated over the life of the individual, and 
that we have a liability for the amount paid for the use of the money.

What that figure would be, I have no idea. It might be more or it might 
be less than $103 million. But I think it would be a clearer figure to consider.

As things are today, that fund is self-supporting. The income for the year 
lyas approximately $20 million, while the out go was approximately $11 million, 
bo that currently the fund is growing over the years.

Q. Was this fund ever established on an actuarial basis?—A. The super
annuation Act was drafted in 1924 by the Superintendent of Insurance and 
therefore I think you can take it for granted that in all his calculations he took 
mto the consideration the actuarial treatment of the accounts.

In the early 1930’s studies were made of the state of this fund. But if you 
should ask me the direct question: has there been any actuarial report on it, I 
w°uld have to say no, because I have never seen any. I think there have been 
studies made, but I do not think there has ever been a published actuarial report 
0n the state of the fund.

Q. It may be one thing for the fund to be in receipt of income which is 
3 larger than its out-go, but that does not touch the question of the actuarial 

soundness of the fund as -between its capital assets on the one hand and its 
Proved contingent -liabilities on the other. Does your audit touch upon that 
larger question with respect to the capital soundness of the scheme?—A. No. 
're are auditors. We are not actuaries.

Mr. Sinclair: I think the Minister of Finance made a statement last night 
with respect to that $75 million vote. He said that the superintendent of 
’usurance had an actuarial study under way and that his report would be in 
shortly, and would be available.

82652—2
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The Chairman : Perhaps Mr. Bryce would like to make a comment.
Mr. Bryce: Mr. Chairman, the main point is this: the Minister stated last 

night that a couple of years ago he had requested the actuaries in the Department 
of Insurance to make a valuation of the fund. He expects to get that report 
today or tomorrow or next day, or some time soon. We were hoping to have 
the report in time to use it as a basis for the appropriation introduced yesterday.

While the minister did not receive this report before bringing down the 
appropriation, he had received a verbal report from the actuaries indicating that 
the outstanding liabilities of the fund, the net liabilities of the fund, were 
several times the amount suggested in the estimates. And I believe he said last 
night in the House that it would be necessary to make further appropriations in 
future years to transfer to the account enough to represent the total liabilities.

I think it is desirable to point out that Mr. Sellar’s suggestion here as to 
how the liability is determined is not quite the way in which the actuaries 
determine the liability. Mr. Sellar suggested that the liabilities are made up of 
two parts: first, the present value of the pensions already in effect, plus secondly 
the contributions received and the interest on such contribution. Now, the 
actuaries, normally, in valuing a fund of this kind estimate what benefits would 
be payable in future years, to those who are contributors to the fund and what 
future contributions might be anticipated from them.

You take the difference, the present values of the differences over a series 
of future years there is a net liability that should be shown. Now, the difference 
between these two items, Mr. Sellar’s basis and the actuarial basis, may be 
substantial because Mr. Sellar’s basis would not take into account annuities that 
you might expect to grant this year to a civil servant who has not yet retired- 
Mr. Sellar’s basis would include contributions which the civil servant had made 
and interest thereon but not the present value of the annuity that you might 
expect him to obtain; so there is a rather subtle difference in the form of 
evaluation.

Mr. Fleming: Not merely subtle; it may be very substantial.
Mr. Bryce: It may be substantial, but anyhow it is subtle in the distinction. 

That is the only point I am making. I would expect the Minister would have 
this report shortly. I do not know whether it is his intention to table it, but I 
think he has indicated that he would. This was the first report made in many 
years and it has been a very large operation just to get it done, because it has 
been necessary to check up all the records of the superannuation branch and 
examine them in great detail.

Mr. Sinclair: I am not certain about the tabling of that report, but 1 
know the report is being prepared. This $75,000,000 item put in this year was 
essentially a guess, resulting from the preliminary study of the report. It was 
hoped that the report would be available at the time that item of the estimates 
was up for consideration in the House; however, it was not thought advisable to 
hold up the item in the estimates until the report had been completed. Work on 
it is being pressed and, it will be available as soon as it is prepared after the 
Easter recess.

Mr. Macdonnell: I presume there will be an item in the estimates next 
year for the same purpose?

Mr. Sinclair: That is quite possible.
The Chairman: The next item is “permanent services pension account 

number 76:
77—reserve for possible losses on ultimate realization of active assets:
Mr. Fleming: That is a rather important item and a broad subject. 1 

wonder if Mr. Sellar would review the item for us in view of the large sums 
involved. Is there anything you would like to add to what you have said here?
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The Witness: No, sir, I have nothing to add to what I have said on 
previous occasions, which is that I think in the revision of the consolidated 
revenue and audit act they might well take notice of this. I think it is sound 
in many ways, but I think there should be a yard stick by which the amount 
should be calculated in such a way—for instance, if I am auditing the accounts 
°f a corporation and they want to set up a reserve for bad debts I examine 
those bad debts and satisfy myself whether I would agree with them or not. 
In this case I cannot; and I think there should be some yard stick set up by 
which one could determine whether it is a proper amount or not.

Mr. Macdonnell: What it amounts to then is this, that the government 
in setting up this item of $75,000,000 is just going by guess and by God. I am 
not trying to be critical of it at all. We make appropriations now in anticipa
tion of possible losses. There is the suggestion that we have same basis upon 
which we can regulate it.

Mr. Croll: What difference would it make not having an analysis, we 
will pay it just the same, perhaps one year sooner or later, but in any event 
we would have to pay it. Would that not be the case, Mr. Sellar?

The Witness: My reply to that, Mr. Croll, is that it seems unreasonable 
to assume that the assets of Canada diminish by an even $75,000,000 every 
year. That is something which just cannot happen three or four years in 
succession. It is not reasonable to expect. This whole reserve as I pointed 
°ut before which is now relatively $320,000,000 is set up by the Minister of 
Finance so that he does not over state his net debt position to the House of 
Commons and to the public of this country. It is an attempt to be absolutely 
honest with the public of Canada and not to mislead them by putting assets 
m there which he cannot realize on; at the same time he feels that he should 
not declare to anyone what these assets are. I think some scheme could be 
Worked out whereby we could put a realistic value on certain loans and 
advances. Let us not go into the Foreign loan picture—for instance take the 
Canadian National Railway, I do not think there is any expectation of the 
Canadian National Railway repaying some of these old advances. I do not 
think they could. Let us say that when we come to the year end the Minister 
says I do not think we should carry these bonds, we should have a reserve 
against these assets of “X” dollars—let us be realistic about it, they should be 
written off in a lump sum each year. That is my only reason. I respect the 
Minister for setting up the reserve.

The Chairman: We touched on that last year in the committee report 
when we suggested

Your committee is of the opinion that the Revenue and Audit Act 
should be amended to authorize writing off uncollectable debts that have 
accumulated up to 1940 in the government accounts. It also considers 
that proper regulations should be drawn for writing off yearly debts that 
have been considered uncollectable for the previous ten years.

Mr. Fleming : You would deal with this by a revision of the consolidated 
revenue and audit act. This matter is one which could be dealt with through 
the legislation you have referred to here, by an amendment to the consolidated 
revenue and audit act?

The Witness: Yes sir.
Mr. Macdonnell : I suppose this is a point that will not arise. You take 

ju the case of a bank, it makes a substantial appropriation for a debt which 
?s owed to it by one of its borrowers, it is not going to notify him of what it 
is doing, or tell him that in its opinion it will recover only so much of that debt.

Mr. Sinclair: No, and it is not going to notify his competitors either.
82652—2J
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Mr. Macdonnell: I suppose there may be a difficulty there; if you publicly 
write down these debts you invite people to make a little less effort to meet 
their commitments.

Mr. Croll: I noticed in a return brought down in the House a few days 
ago that there was an increase of something like $25,000,000 in the amounts 
which it was proposed to write off. Personally, I should be opposed to that 
particular writing off. I am opposed to the thing in principle. It would seem 
to me to be a mistake to write these debts off completely when they might still 
be collectable at some future date.

The Witness: There should be a reserve for that in the account, although 
that would be showing that we do not hope to get the money that is due us. 
However, it is not a thing that you can detail, it is definitely just a total figure.

Mr. Croll: Mr. Sellar, let me just say this: I think the last time we were 
discussing this matter it was suggested that any account which had been out
standing for ten years might be considered uncollectable. If you were to list 
those accounts and lay them on the table you would have more copy than you 
have had in a very long time. That is my own view of it. I think there would 
be very grave danger in it and it might make for injustices.

Mr. Sinclair: One point that has been raised is giving the public knowledge 
that you are writing off certain debts, and the consequences which would follow 
from such action. That is one of the arguments which was advanced in con
nection with the writing off of soldier settlement balances following the last war. 
Possibly if they had been written off then we should be in a different position 
today, but it would have an effect on those who took up land under similar terms 
since World War II, and those people would be coming along, not trying to 
meet their commitments and asking us some years hence for a write off in the 
same way to aid them. Then another angle to it is the question of international 
debts. Once these international debts are written off as bad debts, it will 
become a matter of public knowledge ; and if you have such an item in the 
accounts then you certainly are going to encourage other countries which may 
not be in so bad shape—you invite them to wait and look for write offs instead 
of making an honest effort to pay their debts.

The Chairman: If there are no further questions on 78 we will go on to 
79—“the form of the balance sheet:”

Mr. Macdonnell: There is just one question which I would like to ask in 
connection with item 78; you say, “On each side of the Balance Sheet is a 
heading, ‘Province Debt Accounts’ ”. Readers might assume, therefore, that the 
amounts opposite the headings represent the precise financial relationship between 
the Government of Canada and the provinces. Actually, they relate only to 
matters arising out of the British North America Act. Various other provincial 
credit and debit balances are included under other classifications. What would 
be the amount involved?

The Witness: If you look at page XXXVI of the public accounts—that 
is roman numerals—if you look at the top of that page you will see an amount 
there—British Columbia, Manitoba and so on—they total $11,919,000; and then 
there is another item below of $2,296,000. These amounts represent what are 
known as the debt allowance at the time of Confederation. Take New Brunswick 
for example. Section 116 of the B.N.A. provides that Canada pay the province 
5 per cent interest on the difference between the actual debt as of Confederation 
and $7,000,000. The amount was $529,000, and we pay 5 per cent to the 
province on account of that. And now, the items below the line; in the case 
of Prince Edward Island, it had no land and they wished to acquire some land 
when they came into union—so it was provided that the government of Canada 
would loan them, would advance to them up to $800,000 at 5 per cent interest
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in order that they could purchase land from large land owners ; therefore, the 
province of Prince Edward Island has to pay us interest on the amount it took 
but it never has to repay the principal. Now then, the other point was in the 
last sentence which you read. If you will look at paragraph 56 of my report 
you will see that loans to provinces represent $93,796,000. If you will look at 
65, you will see that we hold $50,681,000 of corporation tax payable to the 
provinces ; and in paragraph 74 I have referred to the common school fund,

1 $2,678,000; and when I was explaining that I also covered the school land fund
in the prairie provinces in which there is $33,000,000 available. I merely put 
those in to indicate to you that you should not assume that this item in 
schedule S, $11,919,000, really explains the current situation between the 
provinces and the government of Canada. That is all, sir.

The Chairman : Item 79, “the form of the balance sheet”: 
t( _ Now, gentlemen, we reach the last part of the Auditor General’s report, 
miscellaneous audits”. I think that item 80 is just a list of the various cor

porations, so I suggest that we should pass on to item 81, “Canadian Arsenals 
Limited”. I see that item 81 to 86 inclusive relate to Canadian Arsenals Limited. 
Are there any questions on those items? I am assuming as I stated at our first 
meeting that members have already read this report, so after waiting for a few 
minutes I am passing on to the next item, as was agreed.

Carried.

Items 87 and 88, “Canadian Broadcasting Corporation” ;
Mr. Fleming: I have some question on this subject, particularly in relation 

to item 88.
Mr. Sellar has raised here a rather far-reaching question about the basis 

of financing and bookkeeping of the C.B.C. with, I may say, particular reference 
to the purchase of the Ford Hotel building in Montreal, now known as 
ftadio Canada. I would like to hear Mr. Sellar enlarge on the purport of his 
remarks here, particularly such remarks as those appearing on page 27, where 
be says in the third paragraph under item 88: “the situation now existing in 
Montreal and, to a limited degree at Sackville, where the shortwave transmitter 
18 located, merits consideration.”

. And then, in dealing with the way in which the amounts have been set up 
with reference to the purchase of this property in Montreal and the management 
°f it, the rental charge, and the distribution of costs as between the domestic 
*®rv>ce and the international shortwave service of C.B.C., Mr. Sellar concludes:

Lhe status of the international service vis-a-vis the Canadian Broadcasting 
Corporation is, of course, one involving public policy, but accounting experience 
1° date indicates that parliamentary control could more easily be preserved 
were the subsidiary international service merged into the Corporation on a basis 
which is equitable to purchasers of receiving set licences.”

That is a very big subject. I thjnk Mr. Sellar has raised many questions 
mat will probably engage our attention now, Mr. Chairman?

The Chairman : Do you care to comment, Mr. Sellar?
The Witness: Well, sir, Mr. Fleming has referred to various point, but 

1 everything revolves around one—the particular status of the C.B.C. and the 
mternational shortwave service.

The international shortwave service is financed out of appropriations from 
Parliament. The activities of the Canadian Broadcasting Corporation are 
hnanced out of its revenue from the sale of receiving set licences, plus its com
mercial revenues from sponsored programs. The agreement is that the Canadian 
broadcasting Corporation operates the shortwave service on a cost-plus-5 per 
cent fee. That fee presents no problem to us. The accounts are well kept 
and easily separated ; but, sir, when you come to the Radio Canada building
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in Montreal, we have the peculiar situation there of the C.B.C., the real tenant, 
the main tenant, acting on behalf of the landlord, the shortwave service,—a 
situation which is embarrassing to the Canadian Broadcasting Corporation. The 
Canadian Broadcasting Corporation has a problem in determining what is 
a fair rental for the same studio which may be used for shortwave and then for 
ordinary broadcasting.

Mr. Macdonnell: Is the whole building used for broadcasting?
The Witness: Yes, sir.
Mr. Fleming: And executive offices?
The Witness: Yes, but I am taking it all in—xvhen you say broadcasting 

you mean the operation of the Canadian Broadcasting Corporation.
Mr. Macdonnell: Yes.
The Witness: Yes, and it is also used for television studios.
We have a very good relationship with the Canadian Broadcasting Corpora

tion and I do not wish you to infer, from this text, that I am having trouble, 
they are in the same position as we are. They do not know exactly where they 
stand with respect to what is a fair division of the work between themselves and 
the shortwave service.

A very good example of the difficulty is the library of recordings. They 
may pull a record out for a shortwave broadcast, put the record back in, and 
it is pulled again for a local broadcast. Who should pay for that record? What 
should be the charge to each program?

Those are petty things but, in the larger sense, you have in effect the tail 
wagging the dog, when the building in Montreal is shortwave and the big user 
the C.B.C.

The Canadian Broadcasting Corporation attitude is that they do not wish 
to exploit the shortwave vote. Neither are they going to allow their revenue to be 
used to finance the cost of the shortwave service. It seems to me that some way 
should be devised of transferring everything to the Canadian Broadcasting 
Corporation, and that the government of Canada pay the Canadian Broadcasting 
Corporation so much for all of its shortwave broadcasts. That is my own thought

By Mr. Fleming:
Q. That is to say you would do away with this cost-plus-5 per cent division, 

because you do not think it is possible to work out an exact separation of finances 
as between the domestic and the shortwave international broadcasting services? 
—A. I take it this way, sir. Shortwave broadcasting is not supposed to be for 
Canadian consumption; it is for other countries; and these broadcasts to other 
countries are not a matter of any interest to the Canadian Broadcasting Corpor
ation. They are of interest to the government of Canada, as they are allied with 
international policy. Therefore, I say, let the government of Canada decide 
how much it wants to spend in a year for those shortwave broadcasts, what type 
of programs they want, and then let the government pay the Canadian Broad
casting Corporation for that service. They should carry it on as an ordinary 
business proposition.

Q. Coming back to the Radio Canada building in Montreal, when that was 
bought C.B.C. acted simply as an agent for the Crown, and carried out negotia
tions on behalf of the Department of Public Works. Now what would be 
your proposal as to the way in which that asset should be held, first of all 
with respect to title and, secondly, how the asset should be carried in the 
government accounts or C.B.C. accounts?—A. That building is now used for 
a special purpose. That purpose has nothing to do with the activities of the 
Department of Public Works. I would favour the building being in the name 
and the responsibility of C.B.C. That is a personal opinion, now, and I ani
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not trying to say what the outside policy viewpoint is. I am speaking to you 
as an accountant, and I think as an accountant, because that building is designed 
for studios, with special wiring, lighting, and so on, that the only sound adminis
trator of the building is the user—namely the C.B.C.

Q. And, therefore, the only sound owner?—A. Well it is the government 
°f Canada, whether it is the C.B.C. or any other department. The government 
of Canada put up the money in the first place.

Mr. Macdonnell: May I ask a question here. Is there not a first class 
confusion arising over money being used for one thing when it was voted for 
another. I am reading from paragraph 87 where you are speaking of the 
y millions paid for the Ford Hotel. “The major portion of the money was 
drawn from appropriations provided for the international service, with C.B.C. 
financing about $150,000, out of interest-bearing advances made by the govern
ment to the Corporation for either capital works or developing television 
facilities.”

Now, we have slipped there into a situation where money is voted for one 
fning and used for another?

The Witness: No, sir, they are all allied with the activities of Canadian 
Broadcasting Corporation. The first purchase was for the hotel, getting the 
tenants out by the 15th of September 1948, and so on. That represented 
$2,200,000. Then, in 1950 they purchased two houses or buildings on Mackay 
ftreet in Montreal—I have not seen them. They were not large investments 
but the buildings were bought and they have been charged to the loan made 
to C.B.C. for the development of television. C.B.C. is now obligated to repay 
that amount, but for the life of me I cannot see where C.B.C. is ever going to 
be able to find the money.

Mr. Fleming : Well, Mr. Sellar, you have got to remember, that last year, 
jor the first time, parliament did make an appropriation to C.B.C. to assist it 
ln meeting the deficit. In the past everything has been done by way of loans 
out we had a new departure in policy last year. I think that fact should be 
fiorne in mind when we are considering that $4 million loan made the previous 
year for the development of television.

The Chairman : Perhaps Mr. Bryce would say something here.
Mr. Bryce: I might say that we have endeavoured to take note of the 

Auditor General’s comments here and to meet them, First of all, in regard to
use of rental funds, the item in the main vote for the new year requests 

authority to credit to the appropriation—vote 53—an amount of $100,000 from 
fental which may be expended for the purpose of international service. That 
18 intended to make what is proposed quite clear, to set limits on it, and to 
meet, therefore, one of the points made by the Auditor General.

In regard to the other point, it is a question of setting a rental rate and 
u date from which it commences. I believe the Auditor General has commented 
here that the rent, and the date on which rent will be paid, has not been set. 
We have now reached an agreement between the Treasury, the Minister of 
Finance on the one side, and the C.B.C. and the Minister of National Revenue 
°n the other, that the C.B.C. domestic service and television service will pay 
rent as from the 1st of April last. It was in April 1950 that the C.B.C. national 
service commenced to occupy the building with units other than the architectural 
and engineering units engaged in supervision of its construction.

Mr. Macdonnell : But who does it pay rent to? Itself?
Mr. Bryce: It will pay rent to the Crown and the international service 

wdl be authorized by the wording of the vote, if passed by parliament, to apply 
an amount up to $100,000 only of that rent, toward the appropriation for the 
international service. That would put it on the same basis as it was on during
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the current year. With respect to the rate of rental, the basic C.B.C. rate, 
we propose to have that determined by an independent valuator in Montreal.

Mr. Macdonnell: I understand the business background is that the 
international service is operated by a different set of officials? Is it a separate 
organization in that sense?

Mr. Bryce: The actual broadcasting is done very largely, or almost entirely, 
by a different set of officials. The business administration is carried on largely 
by senior officers and specialized departments of the C.B.C. There is a group of 
senior officers in the international service engaged in the rather ticklish business 
of determining the nature of programs and the way in which they are handled. 
That is entirely specialized, but we pay the C.B.C., as Mr. Sellar has pointed out, 
5 per cent of the cost of operating the international service for their services 
in providing overhead, supervision, and administration.

Mr. Croll: But is it not common business practice to charge a department 
a certain amount of the total overhead?

Mr. Bryce: I believe it is.
Mr. Croll: Mr. Sellar, take a large corporation like Ford Motor Company, 

the Chrysler Corporation, or others, they will charge a certain amount to the 
truck division, a certain amount to the car division, a certain amount to the 
accounting division, a certain amount to another division, and so on. Is that 
not what they are trying to do here?

The Witness: Yes, but there is this distinction. We have two services 
which we are assuming are two different creations—the shortwave service being 
one of the government of Canada, and the ordinary broadcasting being an 
activity of a corporation. I am saying that they should be one.

Mr. Croll: But are we not playing with terms. There is no one here that 
believes they are two separate corporations.

The Witness : They are, as far as the C.B.C. accounts are concerned.
Mr. Fleming : Yes, and as far as parliament and its appropriations are 

concerned—
Mr. Croll: You do not believe that, Mr. Fleming, although I know what 

you are getting at.
Mr. Fleming: What we are concerned with here is the parliamentary 

financial setup. We have this annual vote in parliament for the purpose of 
carrying on this shortwave broadcast, which is built up on the basis of cost plus 
five per cent. Now, the five per cent does pay the cost of the overhead of the 
Canadian Broadcasting Corporation, there is no doubt about that. It strikes 
me that while it may be very simple to divide the rental for the building on the 
basis of space actually occupied between international shortwave on the one 
hand and domestic on the other, that just does not reduce the difficulty of trying 
to reach a sensible and fairly exact division of costs in other respects such as 
Mr. Sellar refers to here. Mr. Bryce will agree to that in other respects than 
this one subject of the rental of the building?

Mr. Bryce: I think it is true, sir, that there must be a great many points 
where it is difficult to make a division of costs. The alternative is, it seems 
to me, that we should negotiate each year with the C.B.C. a fee for their 
operating the international services. I am not sure how or by whom this 
negotiation would, in fact, be carried out, but it seems to me that is the only 
alternative, that somehow or other the government, or the Treasury, or some body 
representing the government will negotiate with the C.B.C. a fee for them to carry 
on the international service, say, a fee something in the order of $1 j- million, or 
$1,500,000; and then, of course, arguments might arise as to whether the C.B.C. 
were supplying the quality of service that was desired by the government. B 
seems to me that it is simpler to divide the costs, as we are doing even though
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there may be difficult marginal cases such as these recordings than to negotiate 
a fee, and a settlement in detail of the standard of service that they will 
provide for that fee. I do not think one can escape the difficulty one way or 
the other.

Mr. Fleming: I think the matter may well be taken up further in the 
committee on Radio Broadcasting which should be set up again this year. Bast 
year, the two items in connection with the parliamentary grants for shortwave 
broadcasts were referred to that committee and it was very helpful for the 
committee probing into this question. I hope that the committee on Radio 
Broadcasting will be set up this year again.

The Chairman : I agree entirely with that. Now maybe that we are dealing 
hiore here with the question of possible change of policies than we are on the 
Auditor General’s report, but the last sentence here in the Auditor General s 
°n Item 88 observes that in such a readjustment Canadian radio licence fee 
Purchasers should be equitably dealt with. If we merged the international service 
with the regular C.B.C. domestic service we have to consider the last sentence 
here, which reads: “The status of the international service vis-a-vis the Canadian 
Broadcasting Corporation is, of course, one involving public policy, but account
ing experience to date indicates that parliamentary control could more easily 
be preserved were the subsidiary international service merged into the corporation 
on a basis which is equitable to purchasers of receiving set licences.”—We should 
not make the listeners, those who buy receiving set licences, pay for the inter
national service which is more or less in the nature of a government propaganda 
agency, I think this last sentence here is very important; that a solution being 
reached, it should be on a basis equitable to purchasers of receiving set licences, 
otherwise, there will be a necessity to increase the licence fee if we merged the 
two without taking that angle into account.

Mr. Macdonnell: It seems to me that this is an unnecessarily complicated 
and unnatural relationship and I think a simpler relationship would do away with 
some of these questions coming up from time to time.

By Mr. Fraser:
Q. In connection with the maintenance of the Radio Canada building in 

Montreal, does the Public Works Department maintain this government building? 
* ^oan does it provide the char service and so forth?—A. No, sir, they have 
nothing to do with that.
, Q. That is one public building in which they do not do that. I am glad to 
near that.

Mr. Browne: Why should not the Canadian Broadcasting Corporation do 
tfle same thing as is done elsewhere, operate an international and domestic 
service? It is actually being done—a domestic service operating an international
shortwave?

The Witness: The C.B.C. is operating the international shortwave as an 
agent of the governement of Canada.

Mr. Fleming: It is only in the position of rendering a service as an agent 
°f the government for a fee.

The Chairman: Items 89 and 90. “Canadian Commercial Corporation?” 
Mr. Fraser: We would have a better chance of going into that when we 

reach the accounts of the Department of National Defence after Easter, would 
We not?

The Chairman : Yes, but before we go into National Defence we want to 
finish this and write up our report on the Auditor General’s report. Discussing 
these remarks of the Auditor General now would not prevent us from taking this 
question up in the committee later on.
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By Mr. Macdonnell:
Q. Just a question as to the operation of the corporation. I am referring 

now to Item 89. Their total income amounted to $1,166,000, they have a salary 
expense of $913,700, and they end up the year with a surplus of $52,190. Do they 
occupy government offices? Do they pay rent? How is this surplus of $52,000 
arrived at?—A. They receive money from two sources. There is a vote by 
parliament each year reimbursing them for their expenses in connection with 
national defence contracts, and they also buy for other governments and for 
international agencies such as the United Nations Children’s Emergency Fund, 
in which case, they get a commission, and out of their activities they do a little 
more than break even.

Q. Do they publish an annual report?—A. Yes, sir, and it is tabled.
The Chairman : Any further questions?

By Mr. Fleming:
Q. On the next item, No. 90, the Auditor General is raising an important 

question about advances, drawing attention to the fact that at the end of the 
fiscal year Canadian Arsenals were holding at the fiscal year end approximately 
$10 million, for which Canadian Commercial Corporation is accountable pending 
delivery of the manufactured replacements. The Auditor General goes on to 
say this:

“In view of the fact that parliament had provided Canadian Arsenals 
with $5 million working capital, doubt must necessarily be entertained 
as to the administrative prudence of making such large advances, even 
to a crown company, before the scale of production justifies payment.’

Is that an observation that is likely to have relevance now, Mr. Sellar, 
with an expansion in production of defence material?—A. No, sir, that was an 
exceptional transaction involving,—you remember you discussed it last year— 
the sale of certain ammunition to the government of Pakistan in which the 
ammunition was supplied out of the stocks of the Department of National 
Defence and it was provided that money Pakistan paid would be used to produce 
like ammunition in Canada by Canadian Arsenals. Pakistan paid, of course, 
on delivery of the ammunition to them and they paid Canadian Commercial 
Corporation here, but instead of retaining that money and paying Canadian 
Arsenals against deliveries, for some reason, it made advances of very large 
sums to Canadian Arsenals. I remonstrated after I saw the transaction saying 
I did not think it right. I pointed out that the Canadian Commercial Corpora
tion should have treated Canadian Arsenals as they would have treated an 
outside supplier, that is, pay them on delivery or make progress payment to 
them. However, Canadian Arsenals got the money and it was reflected in their 
accounts ; the money is still safe, though, but it seems to me it should be in the 
accounts of Canadian Commercial Corporation. It is not a big matter, but 
nevertheless I draw it to your attention.

Q. If there were less in the accounts of the Canadian Arsenals there would 
be more in the accounts of the C.C.C.?—A. Yes, sir. I might add that I think 
they agree with me now. *

Q. Now, in future operations between these two, do I correctly understand 
the situation, that the C.C.C. may be figuring in these transactions to a much 
lesser degree than hitherto, the reason being the setting up of the new depart
ment of Defence Production?—A. I know nothing about that because the new 
department is not operating yet.

The Chairman : Are we through with these two items? Gentlemen, it is 
a quarter to one. The meeting stands adjourned at the call of the Chair after 
the recess, and I wish you all and every one of you a pleasant holiday and a 
pleasant Easter.

—The committee adjourned.
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MINUTES OF PROCEEDINGS
House of Commons, Room 430.
Wednesday, April 4, 1951.

The Standing Committee on Public Accounts met this day at 11.00 o’clock 
a.m. The Chairman, Mr. L.-Phillipe Picard, presided.

Members 'present: Messrs. Anderson, Benidickson, Blue, Boisvert, Boivin, 
Brisson, Campney, Cauchon, Cavers, Cloutier, Croll, Fleming, Fournier (Maison
neuve-Rosemont) , Fraser, Fulford, Gauthier (Portneuj) Helme Macdonnell 
(Greenwood), Major, Maltais, Picard, Riley, Sinclair, Stewart {Winnipeg North), 
Wright.

In attendance: Mr. Watson Sellar, C.M.G., Auditor-General; Mr. R. B. 
Bryce, Assistant Deputy Minister of Finance.

The Committee resumed and completed article by article consideration of 
the Auditor General’s Report for the fiscal year ending March 31st, 1951.

Mr. Watson’s examination in respect to the said Report was continued and 
completed. Mr. Bryce was asked a few questions on certain specific points 
arising out of the witness’s examination.

The witness was directed to prepare and file a statement in connection with 
sources and Application of Funds of various Crown Companies. (See Appendix 

*4 ’ to to-day’s Minutes of Evidence.)
The witness was retired.
The Chairman thanked both Mr. Sellar and Mr. Bryce for their valuable 

lcip to the Committee.
At 12.35 o’clock p.m, the Committee adjourned to meet again at the call 

°t the chair.
ANTOINE CITASSE, 

Clerk of the Committee.
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MINUTES OF EVIDENCE
House of Commons 

April 4, 1951.
The Standing Committee on Public Accounts met this day at 11 a.m. The 

Chairman, Mr. L. Philippe Picard, presided.
The Chairman : Gentlemen, I see a quorum. The last time we adjourned 

we had reached item 91, Canadian Patents and Development Limited. Are 
here any further questions on this item? If not, we will proceed. The 

Auditor General has a remark to make about the correction of a statement he 
ttiaue the other day.

Mr. Watson Sellar, Auditor General, called:
Mr. R. B. Bryce, Assistant Deputy Minister of Finance, in attendance.

The Witness: Mr. Chairman, I wish to apologize to the committee, and in 
Particular to Mr. Fleming, for having given figures that were not strictly • 
accurate in connection with the King’s Printer’s advance account. Mr. Fleming 
asked me at the last sitting what was the volume of the transactions in the 
ear and I told him $12 million [page 105], $12 million was right for the year 
"49, but for 1950 the more correct figure is $14 million ; that was approximately 

ttie turnover in 1950.
Another question that I could not quite completely answer was the amount 

available in the revolving fund under the Indian Act. I stated that it was 
,'hier $75,000 or $100,000; the Act itself provides $350,000, but that is subject 
■ ° regulation and the regulation limits the amount to $100,000 which the Min
ster of Finance can advance in any year. Finally, I overlooked one revolving 

SFno t® *he one under the Grain Act, where there is a revolving fund of 
°00,000 provided in connection with the operation of the government elevators, 
s purpose is to permit the elevators to pick up bills of lading for cars of grain 

unsigned to them and which they in turn immediately recover from the 
' ,'Ppers. Accounts are rarely outstanding for more than two or three days and 

the end of the year there was only $2,000 outstanding; so that shows you how 
qtuckly they collect.

I am sorry, Mr. Fleming, that I overlooked that one.
Mr. Fleming: I can assure Mr. Sellar that no apology is required. At the

time > as auditor, he was, of course, merely speaking from memory.

By Mr. Fleming:
.... Q- May I ask one question on that first point with regard to the $14 
ulion in the revolving fund: what is the statutory or parliamentary authority 
nich determines the nature and operation of that particular revolving fund? 
r°fer there, of course, to the King’s Printer.—A. In each case the Act fixes 
ceiling. In the case of the King’s Printer it is $2 million and outstanding 

ccounts; in other words, an amount sufficient to cover one month’s outstanding 
ePartmental accounts. In all other cases it is specific.

Q- Then, the effect of that in operation would be that the $14 million 
^Presents the extent to which that fund was used, or revolved?—A. Yes; or, 
0 Put it another way, it means that the King’s Printer turned over his working
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capital seven times during the year. That is perhaps a crude way of putting 
it and may over-simplify it, but that is how it works out.

The Chairman : Section 91, Canadian Patents and Development Limited.
Mr. Fraser: Are you going on to complete the report of the Auditor 

General?
The Chairman: That is what we had agreed to do. This is the fifth meet

ing. We are on item 91. May I repeat what I said at previous meetings, ^ 
that it is assumed that everybody has read the Auditor General’s report before 
coming into the committee, so we do not read the item in detail.

Mr. Fleming : I have one general question about a number of these corpora
tions ; perhaps it would be well for me to put it now. What department of 
the ministry carries the responsibility for Crown companies with respect to 
the discharge of their duties and responsibilities—the various functions of the 
different Crown corporations? I know that in certain cases some of these 
Crown corporations come under Mr. Howe and in other cases they may come 
under the Minister of Finance, or under various ministers. Who is responsible 
for superintending the discharge of the corporative functions, duties and 
responsibilities of the various corporations, and their financial operations 
in order that supervisory responsibility may be established?—A. Well, take the 
case here of the one with which we are concerned at the present moment, the 
minister holds all the shares except the qualifying shares of the directors, 
therefore, whenever a directors’ meeting is held it is the practice for them to 
inform the minister of the various decisions taken at their meeting ; while, 
possibly, you might say that the minister has no power to vary the action taken 
at that directors’ meeting, as a matter of fact if he sees anything objectionable 
he immediately brings it to their notice. As a rule they work in very close 
relationship with him. That is particularly true of Mr. Howe. He has 
always maintained a very close relationship with all companies under hiS 
direction.

By the Chairman:
Q. You mean, the shares that are Crown property are vested in the name 

of the minister concerned?—A. Yes. Jj
Mr. Fleming: Well, I was thinking in terms of agencies and of the 

responsibility in each case, which stems, as I understand it, from the authority 
of parliament. As I understand it, first of all, the Crown or the minister appoints 
the board of directors; then, as I understand it, while the minister does not sit 
in at directors’ meetings, a copy of their minutes goes to him and if there i» 
anything in them which does not look good to him and with which he does not 
agree, he takes remedial action.

The Chairman: As a shareholder, as the majority shareholder.

By Mr. Fleming:
Q. He is the man who appoints them?—A. Oh, yes.
Q. Then there may be the financial safeguards too. Suppose a corporation 

requires money ; and in their operations they may require some money beyond ^ 
what is available to them under the statute; in such cases they have to come - 
back to the minister?—A. Yes, and with respect to all subject to the Government 
Companies Supervision Act, the supervising minister concerned or the Minister 
of Finance; either of them has the power to seize any of the moneys in the 
hands of the companies which they consider are more than adequate for the 
purposes of the company.

Q. Well then, in your department, do you undertake to do anything along 
the lines indicated in that last statement?—A. No. AVe, of course, bring out



PUBLIC ACCOUNTS 125

the actual financial position—what is in cash, and what is the volume of busi
ness and so on and so forth—and immediately when we finish an audit and 
sign our certificate we, of course, send the original to the company for its 
shareholders’ meeting, but immediately a duplicate copy is also sent to the 
minister responsible for that company for his information.

Q- But as Auditor General do you not make any investigation about the 
amount of money that is being employed in any corporation?—A. No, that is a 
statutory discretion invested in either one of the ministers.

Q. You will not care to offer any opinion then, as to the practice being 
followed?—A. I think the practice up to date has been quite sound and that 
there is nothing for you to worry about, sir.

The Chairman: 94—Commodity Prices Stabilization Corporation Ltd.
Mr. Fraser: On that, Mr. Chairman, it says here, “these consisted of seal 

oil and whale oil purchased in 1948-49, after oils and fats had been decontrolled, 
the seal oil had been obtained from a Canadian producer at a cost of $173,613 
*md was sold for $16,804; while the whale oil had been acquired from a New
foundland source at a cost of $964,136 and realized $506,893. Thus there was 
a loss of $614,052 is disposing of these commodities.” That seems to me to be 
a tremendous loss.

The Chairman : I would ask Mr. Bryce if he would care to answer that 
for you.

Mr. Bryce: I had a brief explanation which I obtained from the corpora- 
tmn, if I may be permitted to read it:

On October 2, 1945, the seal oil plant of St. Lawrence Products 
Limited (Louis T. Blais) at Tabatière on the north shore of the Gulf 
of St. Lawrence adjacent to the Quebec-Labrado-r boundary was destroyed 
by fire. The owner was disposed to discontinue operations, but he was 
persuaded to rebuild in order to increase the supply of needed oils and 
fats and to avoid the undue hardship which the consequent unemploy
ment would bring to the inhabitants of the area. To this end the adminis
trator of oils and fats of the AVartime Prices and Trade Board strongly 
sponsored the application for priorities for materials required in rebuild
ing the plant. At the same time the government of Quebec made a 
cash contribution to the cost of rebuilding the plant.

At the time this action was taken there was a world-wide shortage 
of oils and -fats and the decision was taken in view of this situation. 
Normally, soap and shortening manufacturers prefer vegetable oils to 
marine animal oil, and consequently when there was an unusually heavy 
production of vegetable oils in the United States during 1948, the price 
of oils and fats fell and there was relatively little demand for animal 
oil at any price. Because of the encouragement given to the building 
of the plant the government felt that it had implied responsibility for 
the disposal of the 1947 season production of seal oil by the Tabatière 
plant, and although Commodity Prices Stabilization Corporation had 
discontinued active bulk-purchasing of oils and fats in April, 1948, and 
oils and fats had been decontrolled as of August 1, 1948, the AVartime 
Prices and Trade Board on instructions from the Minister of Finance 
authorized and directed Commodity Prices Stabilization Corporation to 
purchase the seal oil produced by the St. Lawrence Products Limited and 
held on September 20, 1948 (at certified costs) and to dispose of the oil 
at such prices as might be readily available. The purchase of 1,347 
drums was made on November 29, 1948, and the sale was effected on 
July 29, 1949.
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Due to the decline in the market price of oils and fats, and to the 
deterioration of the quality of the seal oil while in storage the loss noted 
in the Auditor General’s report was sustained.

The seal oil was included in the corporation’s inventory as at March 
31, 1949. The inventory was disposed of in the following fiscal year 
and the loss thereon was reported to the Standing Committee on Public 
Accounts by the chairman of the Wartime Prices and Trade Board on 
May 30, 1950, and was discussed in the proceedings of the committee on 
that date (pages 542-543 of the minutes of the proceedings and evidence).

Details of the transactions are as follows:
Laid-down cost............................................................ $173,613.43
Sale price....................................................................... 16,804.92

Loss............................................................................. $156,808.51

Particulars of laid-down cost:
Paid to Blais................................................................  $167.298.89
Storage charges paid................................................ 2,008.42
Weighing, testing, inspection charges paid .. .. 532.31
Service charge applied.............................................. 3,773.81

$173,613.43

Mr. Fraser: Then, I wonder if we might have a statement with regard to 
the whale oil which is referred to; apparently it comes from a Newfoundland 
source. I was wondering if any of that had come from Hudson’s Bay?

Mr. Bryce: I have a similar statement with regard to the whale oil.
Mr. Fraser: I just wanted to find out if any of that was from Hudson’s Bay 

and if it was taken from the white whales.
Mr. Bryce: I don’t believe so.
Mr. Fraser: I was just wondering, because there is a plant up there which 

I am very much against because they are destroying the white whales. You 
can let me have it later.

Mr. Bryce: I believe it is all Newfoundland whale oil.
Mr. Fraser: All Newfoundland?
Mr. Bryce: Yes.
Mr. Fraser: There was a loss of $400,000 on that ; could you give us the 

reason for that loss? Would that be for the same reason?
Mr. Bryce: I have two or three short paragraphs about that here, if I might 

give them to the committee:
Although Commodity Prices Stabilization Corporation discontinued 

active bulk-purchasing of oils and fats in April 1948 and although oils 
and fats were decontrolled as of August 1, 1948, Canada continued to 
support the program of international allocation of oils and fats arranged j 
through the International Emergency Food Committee. Under this pro
gram the total exportable surplus of Newfoundland^-produced marine 
animal oils was allocated to Canada. At the time, the best available 
information respecting world supply confirmed the belief that the alloca
tion was not greater than Canadian requirements. As the year progressed 
a shortage of storage facilities in Newfoundland developed and to assist 
in relieving this condition and also to place the oil in position for delivery 
in Canada, Crosbie and Company Limited of St. John’s, Newfoundland,
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transferred approximately 2,000 tons of whale oil into storage at Sorel, 
Quebec. Following the availability of vegetable oils, consequent upon 
the unusual heavy production in the United States during 1948, there was 
little demand for whale oil, as soap and shortening manufacturers normally 
prefer vegetable oils for their products when such arc available.

As Crosbie and Company Limited had moved their whale oil to Sorel 
in anticipation of sale in Canada and as Canada had not. requested the 
International Emergency Food Committee to re-allocate the oil to some 
other country, the government felt an implied responsibility to purchase 
this oil. The Wartime Prices and Trade Board on instructions from the 
Minister of Finance authorized and directed Commodity Prices Stabiliza
tion Corporation to purchase the whale oil stored at Sorel at a price of 
20-4 cents a pound (the price paid for Norwegian whale oil earlier in the 
season) and to dispose of it in Canada or elsewhere. The purchase was 
made on November 29, 1948, and there being no demand for whale oil 
in Canada, sales were eventually made in Belgium in the summer and 
fall of 1949. Due to a decline in the market price of oils and fats the 
loss noted in the Auditor General’s report was sustained.

The whale oil was included in the corporation’s inventory as of March 
31, 1949. The inventory was disposed of in the following fiscal year and 
the loss thereon was reported to the Standing Committee on Public 
Accounts by the chairman of the Wartime Prices and Trade Board on 
May 30, 1950, and was discussed 'in the proceedings of the committee on 
that date (pages 542-543 of the minutes of the proceedings and evidence).

Details of the transactions are as follows:
Laid down cost............................ $964,136.34
Sale price...................................... 506,892.67

Loss............................................... $457,243.67

Particulars of laid-down cost:
Paid to Crosbie............................ $908,966.06
Less recovered............................. 6,735.19

$902,230.87
Ocean freight paid....................... 39,593.01
Storage charges paid.................. 7,039.04
AVcighing, inspection

surveying charges paid .. .. 1,638.93
Service charges applied.............. 13,634.49

$964,136.34
Mr. Wright: I wanted to ask a question about whale oil, while you 

pVc °n the subject. Were there any other purchases made of whale oil from 
Canadian companies in 1949?

Br. Bryce: I do not believe so; but I will find that out for you, and, if I 
J?ay, put it in today’s record at this point if the chairman will permit me. (Later: 
I he answer is “no”. R.B.B.)

The Chairman: Yes.

v Items 95 and 96—Crown Assets Disposal Corporation.
Mr. Fraser: On this item 95, this corporation, if I remember correctly, used 

t° be known as the War Assets 'Corporation but its name has been changed.
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I was wondering whether its functions were simply to dispose of surplus war 
assets?

The Witness: Its function is the disposal of surplus war assets, yes; and 
to make collection, of course, from the sales of ships and so on.

Mr. Fleming: I do not suppose Mr. Sellar is in any position to answer 
questions about government policy with respect to these companies.

The Chairman : I do not think it would be proper to ask him to make any 
statement about policy.

Mr. Fleming: I do not mean about policy, rather about practice, the 
practice which has been followed with respect to the disposal of these surplus 
war assets. I do not know whether Mr. Bryce could give us any information 
on this or not. I suppose we have all had requests for special equipment of one 
kind or another in which organizations such as cadet corps at schools are 
interested. The reason I am interested in this, Mr. Chairman, is that I think 
that it is generally understood that war assets are disposed of through this 
corporation, but what I have more particularly in my mind at the moment is 
whether or not the corporation in disposing of equipment turned over to it by 
the Department of National Defence makes any attempt to find out whether 
such equipment would be useful, apart from its sale value. Here is a specific 
case, band instruments, military band instruments which become surplus. There 
are cadet bodies in schools all across Canada where these band instruments are 
greatly needed and the cadet bands and the schools simply haven’t got the 
funds with which to get the instruments they want and need. So far as I know, 
the corporation has not made any attempt to ascertain whether they need that 
type of equipment, whether it could be usefully used by cadet organizations or 
similar bodies, nor have I heard of any other organization which -considers that 
aspect of it. As I understand it these surplus commodities are all sold to the 
trade.

Mr. Bryce: Mr. Chairman, while I cannot speak on behalf of the corpora
tion my recollection is that that sort of thing was d;one in the early -days of 
War Assets on a modest scale. I would think from what I have seen in the 
public transactions more recently that it has become less -common, because 
the normal operation of the -company is that it offers for sale the goods turned 
over to it for disposal; and unless it hears of an opportunity or unless the 
government gives it some direction to seek such opportunity, I do not think 
the -company would normally consider it as a part of its ordinary responsibility 
to seek such outlets itself.

Mr. Fleming: What is the practice of the corporation with respect to the 
negotiation of the price on the sale of surplus war assets?

The Witness: I am sorry, I am not in the position to tell you their 
practice on that.

The Chairman: I think we had better call someone before the committee 
who has more detailed information about that.

Mr. Fleming: Quite obviously this witness hasn’t got that information. 
We might.make a note of it as -a matter for future reference.

The Chairman: Do you want to get that before we leave -the Auditor 
General’s report, or -at a later date after we have finished with the Department 
of National Defence?

Mr. Fleming: I think we should go through each of these items now, Mr- 
Chairman.

Th-e Chairman : I mean this ; we are to get through this morning with the 
Auditor General’s report, this is now the fifth meeting on it—we are supposed 
to have a meeting of the steering committee and arrange to go into the work
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on the Department of National Defence—if we were to deal with the point 
we have just raised it would require the calling of special witnesses from the 
appropriate department. And now, if the committee are willing to do that, 
I have no objection, but I am bound at the moment by the ruling that we shall 
not have more than these two» witnesses, and if you wish to have someone called 
from Crown Assets I would have to put it to the committee for a decision.

Mr. Fleming: All I would ask, M>r. Chairman, is this, I do not know how 
jong this would take, but at some future time it would be helpful for us to have 
that information. The present indications are that this corporation is one which 
shows a tendency to increase its activities, it does not appear to be one of the 
corporations which is likely to fade away.

. .Mr. Croll: Mr. Chairman, let me get this clear. We are finishing our 
original task, or we will finish with it this morning, and then it is just a matter 
°i calling other witnesses before the committee. Perhaps we could fit them in 
when the people from the Department of National Defence are here, as they 
are the department more immediately concerned.

Mr. Sinclair: Yes, Mr. Chairman, may I make a suggestion? There has 
been special reference to the Department of National Defence. They are the 
department which are turning over most to Crown Assets, and I would think 
that when we are examining the National Defence people they might suitably 
he asked for a statement of policy with regard to the disposition of war assets 
an,‘ surplus commodities.

The Chairman : Yes, they are the departmental officials in charge of Crown 
Assets. In any event, Mr. Fleming is a member of the steering committee, and 
ic could bring the matter up for consideration before that committee at some 
hiture time.

Mr. Fraser: I would like to ask Mr. Sellar a question with regard to item 
"h, this $50,000 for a new road, and the fact that the contract was broken ; why 
"as that?—A. It became unnecessary, they did not need the road.

Q- They did not need the road?—A. No, therefore the government’s share of 
t le appropriation was not required.

The Chairman: Item 97—Custodian of Enemy Property.

By Mr. Fleming:
Q. This is an item which was up three or four years ago. May I ask Mr. 

Cellar, in regard to the surplus referred to, which was $1,941,412 as of 
December 31, 1949. Now, I note, that of this amount $1,093,437 is reserved 
or the settlement of possible claims. Are there any items in either of these 
ugures. bearing upon the settlement of claims of Canadians of Japanese racial 
0rigin in British Columbia?—A. No sir, the amount deals with world war I.

Q- Is world war II in here also?—A. Yes, world war II is in there also, but 
]n another part above, I say, “The Custodian’s operations regarding world war I 
tave likewise resulted in the accumulation of a surplus—”

Q- I am sorry, I am referring to the earlier sentence.—A. The earlier one, 
cj: c°urse, was not in connection with world war II. The total assets arc steadily 
' munishing year by year. The year before it was $100 millions, then it dropped 
o $53 million, and this year it is around $33 million. They have not liquidated 

a daims in connection with world war II yet by any means.
Q- No, no, but in analyzing these accounts is there anything in them 

elating to these persons, Canadians of Japanese origin, who were moved out 
^Way from British Columbia?—A. No, the world war II accounts are not 
ifiuidated yet, and Japanese money may still be involved because there 

custodian office still operated in Vancouver in connection with that.
re is
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Q. There was a sum of money appropriated by parliament two years ago 
to meet the claims of such persons. It is that part of the money now in the 
hands of the custodian?—A. I cannot answer that, sir, I will try and find that 
out for you.

By Mr. Stewart:
Q. I wonder, Mr. Chairman, if Mr. Sellar could give the committee any 

idea as to the nature of this liability of over a million dollars which has been 
in existence for thirty years now.—A. That, sir, is in connection with various 
claims of European countries. I understand the custodian has in the past year 
been trying to clean it off. I think the deputy custodian, that is the Under 
Secretary of State, made a trip to Europe last year for the purpose of trying 
to straighten this out.

Q. That is the total amount now?—A. Yes. We are disputing their claims, 
of course.

By Mr. Fleming:
Q. Is the custodian disbursing money in the settlement of claims from month 

to month?—A. He is doing so constantly. You have to bear in mind that the 
custodian handled not only enemy moneys, but also the moneys of friendly 
people in occupied territories, and therefore such funds are passing back to their 
proper owners. We never seized that money in the true sense of the word.

Consider the nationals of France who had money in this country. When 
France was occupied, we took possession of that money but we did not take over 
the ownership of it. Therefore it is constantly going back to its real owners.

Q. Do you, as Auditor General, review the settlement of claims and review 
the payments which are made in settlement?—A. We audit the accounts. But 
where there is a discretion vested in the custodian, that is his discretion.

Q. To w'hat extent was there any review of his settlements?—A. I would 
not say that I review the legality of his settlements, or the reasonableness of 
his settlements, because I regard that as a power vested in him. I audit the 
accounts but if I saw anything extraordinary, perhaps I would feel that I should 
draw it to your notice. But I have not noticed anything.

Q. You are concerned with the fact of the payment but not with its grounds? 
—A. Precisely.

The Chairman : Shall the item carry?
Carried.

Paragraph 98, Eastern Rockies Forest Conservation Board. Shall the item 
carry?

Carried.

Paragraphs 99 and 100, Eldorado Mining and Refining (1944) Limited.
Mr. Stewart: Mr. Chairman, with respect to paragraph 100,1 wonder if Mr. 

Sellar can give us any idea of how much money is saved to Eldorado Mining 
and Refining by exemption from local taxation? I realize that is rather a detailed 
question.

Mr. Croll: It is more than local taxation. There are various forms of 
taxation.

Mr. Stewart: Well, dominion taxation is robbing Peter to pay Paul.
Mr. Croll : All right!
The Witness: The Eldorado Mines are located in the Northwest Territory 

in unorganized areas. Therefore the only property that really pays taxes is the 
Port Hope refinery ; and speaking from memory, I think they make a contribu
tion to the town of Port Hope in lieu of taxes.
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Mr. Sinclair: That is all part of the formula announced by the Minister of 
finance in connection with these Crown companies. They have made or are 
making taxation arrangements so far as local taxes are concerned. But they 
are making no arrangement so far as federal or provincial corporation taxes are 
concerned.

By Mr. Wright:
Q. Mr. Chairman, with regard to the capital expansion of Eldorado Mining 

and Refining Limited, or other Crown companies, can they use the profits which 
they make from year to year for the purpose of capital expansion, or must they 
come to the government for all new capital expansion, while their profits are 
turned into the general account of the consolidated revenue account?—A. No. 
The profits of Crown corporations are retained by those corporations. But as I 
stated earlier, the Minister of Trade and Commerce in this case, or the Minister 
of Finance can seize any part of their surplus moneys which they regard as excess. 
Therefore if the Eldorado Mining and Refining Company Limited decides to 
expand facilities that is done out of profits, but only after consultation with the 
shareholders, namely the Minister of Trade and Commerce for, as I stated 
earlier, all the shares are registered in his name.

Q. Do you think that is quite right? Perhaps I should not ask you that 
question.

Mr. Croll: No! No!

By Mr. Wright:
Q. But it does seem to me that the practice of allowing Crown corporations 

to use their profits for capital expansion without any consultation with parlia
ment is, in effect, expanding that Crown corporation without the consent of par
liament. It does seem to me that before any expansion, a Crown corporation or 
company should first have to come to parliament for a vote of the money for 
that expansion rather than to use its profits. Otherwise parliament loses con
trol over the expansion of that company. So it does seem to me that it is 
something to which this committee should give important consideration.

These companies are pretty free agents. They are free from any conti ol 
hy parliament in their expansion. They can charge, in many cases, the gov
ernment itself as the purchaser of the products of these corporations, a puce 
which enables them to make a profit, a considerable profit. A Crown corporation 
can go on expanding without the consent of parliament which originally set 
up the Crown corporation in question. So it seems to me that this committee 
should give some serious consideration to our present set-up of Crown corpora
tions, and that we should as a parliament have control_ over their expansion. 
Mid the only way I can see of doing so is through requiring that new capital 
expansion must be provided from parliament, and that any profits made by 
hhose corporations should be turned into the consolidated revenue fund, oyer 
and above their normal working capital and whatever their costs may be, 
otherwise we have no control over them.

Mr. Sinclair : Once again this is a recommendation made last year, and 
Jn view of the fact that the time for consideration of the Consolidated Revenue 
Audit Act is drawing closer and closer, perhaps then would be the best time for 
Us to go into this question more fully, I mean the question of control over the 
finances of Crown corporations.

Mr. Fleming: I would like to ask the Auditor General what additional 
cQPtrols by parliament might be useful in preserving the principle of parlia
mentary responsibility.
■ii; . The Witness: Well, sir, that is a little out of my field but, let us take Mr. 
' nght’s particular case and refer to Northern Transportation Company which
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services the north country. Its rates are controlled by the transport commis
sioners. In other words, the company has not the fixing of the rates at all. That 
is done in the same way as railways’ rates are fixed.

One of the big problems of Northern Transportation Company was that 
when acquired by the government of Canada the equipment, barges and so o-n, 
was obsolete. A large sum was invested in new ones and when they were put 
into use, the business became a more profitable one and we have recovered our 
capital cost. Secondly, there is a long portage in the north country—about 25 
miles in length—which is a major item of expense in the operation of Northern 
Transportation Company. Within the last two years they have devised a new 
scheme. They load their scows in such a fashion that when they reach the 
portage machinery there lifts the load out with something like a sling, and loads 
it on to equipment which carries it across the 25 miles. In that way they have 
reduced the cost materially.

Therefore I do not think, sir, when you are operating a straight commercial 
proposition, that parliament need be unduly concerned with it unless it is showing 
very bad losses or has excessive revenues on hand. You have already provided 
for the latter because if it has excessive revenue on hand either the minister 
over it or the Minister of Finance can seize the money. I am not unduly con
cerned as far as the Northern Transportation Company and Eldorado are 
concerned.

Mr. Wright: I do not know the details of the Eldorado Corporation but 
what I am concerned with is the principle under which Crown corporations are 
operating. I think they can get completely out of control of parliament unless 
we control all their capital expenditures. I think, because so many of them give 
service to the government, they can charge prices for those services which will 
enable them to make a profit. It might be government policy to permit a Crown 
corporation to charge prices that would make a profit—in order to expand the 
company—all without the control of parliament.

The Chairman: May I suggest that every member has a right, when he 
gets these company reports which are presented to parliament, to look through 
them and if he sees something that he doés not like to question the minister 
responsible. There cannot be much in the way of capital expansion that would 
get out of hand.

Mr. Fleming: It is not so much a case of capital expansion as of surpluses 
from operation—revenue surpluses for capital expansion.

The Chairman : Do you think it would be practical to come to parlia
ment each time they need new barges or equipment, or when they wish to 
dispose of their equipment for the betterment of the working arrangements?

Mr. Fleming: Those are details which no one would suggest be referred 
to parliament, but it is the broad question that is of concern. Mr. Sellar has 
indicated that he does not see any problem in connection with these two 
particular corporations but it may be, in the over-all picture .which applies to 
these Crown- corporations, that there is some occasion for examination by parlia
ment into revenue surpluses and capital expansion. There may be a question 
of policy quite apart from consideration of the moneys originally loaned by 
parliament.

However, I wish to come back to my previous question to Mr. Sellar. Are 
there any additional parliamentary controls over these corporations that he 
considers desirable for the purpose of maintaining the principle of parliamentary 
responsibility and parliamentary control over expenditure?

The Chairman : That again would involve the Consolidated Revenue Act 
in which the controls would have to be provided.
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By Mr. Fleming:
. Q- Quite, but would Mr. Sellar care to make an observation?—A. The only 

. *n8 I could add is this. You set up a Crown corporation to operate an 
industrial business; it is in competition with other businesses; you cannot tie 
down your directors, or putting it another way, you cannot put your directors 
mto a strait-jacket. The corporation has got to be in a position to compete 
with others.

Now, the suggestion has been made that the government is the major buyer, 
lut I can think of only one case where the government is the major buyer— 
end that is Canadian Arsenals. In turn, there is an incentive there on the part 
°i the government to get as good a price as possible because payment has to 
come out of a vote. Canadian Arsenals is the only case. The Polymer 
Corporation, for example, sells to the trade almost entirely. Eldorado is not 
selling materials to the government although it does provide certain things for 
be Chalk River project. These companies are dealing, as a rule, with the 

ordinary public. That is a point which you have to bear in mind. If you 
are going to run an industrial business do not put it into too much of a
strait-jacket.
. Q- I appreciate the fact that you cannot put the directors in a strait- 
jacket but I wonder if there is anything we should do that we are not doing—and 
bis will have a bearing on amendments of the Consolidated Revenue Act— 

between letting the director's run wild on the one hand without any measure 
,°. Parliamentary control over expenditures, and on the other hand putting 
bem in a strait-jacket which cramps their operations?

Mr. Sinclair: Is there not one point there—the very great degree of differ- 
ence, as Air. Sellar has pointed out, between the types of corporations. A 
corporation competing industrially, like Polymer, has a natural check on it, 
whereas we have other corporations such as the National Harbours Board which 
p a government agency, where a greater degree of check is needed. Some 
'jU'own corporations are not out to compete with private enterprise. The 

oininion Coal Board would be another example. Is there any advantage in 
laving a check on all corporations, or should we pick out those corporations 
Much are more in the nature of government agencies, leaving the others because 
bey have got competition?

Mr. Fleming: Is there anything in the way of a formula which Mr. Sellar 
Would suggest?

Mr. Maltais : If it all works well I do not see why there should be a 
°rniula to improve the system. As Mr. Sellar says, the minister being the 

jbam shareholder, has authority to seize and get back the excess profits from 
chose Crown companies. I do not see any danger or where the directors can 
8° astray. Before they can make excessive capital expenditures'there would be 
excessive profit that the minister, under the Act, can get back into the Consoli
dated Revenue Fund. I think parliament, through the Minister of Finance, has 
Some say. in the excess profits of the company.

Mr. Wright: Would it be possible for parliament to set a limit over which
profits from Crown corporations would be returned to the Consolidated 

Revenue Fund—say anything over 5, 6, or 8 per cent, or whatever might 
be reasonable? Deal with it in the same way that an ordinary commercial 
c°mpany would.

_ Mr. Sinclair: Your trouble there comes immediately because of the 
yarious classes. Certainly the reserves for Eldorado, being a mine and a wasting 
as^t, would have to be far higher than the reserve for Polymer which is an 
°i'dinary commercial concern.

Mr. Stewart: Is obsolescence not allowed for?
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Mr. Sinclair: Obsolescence and depletion of a mine are completely sepa
rate items.

Mr. Fraser: May I ask a question?
The Chairman : I wonder if Mr. Sellar wants to comment?
The Witness: Mr. Sinclair mentioned the National Harbours Board. B 

has no shares and the Act says that it shall be “under the minister”. The 
minister, being a member of parliament, is answerable to parliament so you 
have direct control over the National Harbours Board.

Mr. Fraser: Does Mr. Sellar know of any profits that have been turned 
over by Eldorado or Northern Transportation Company to the government?

The Chairman: Or profits of any other Crown companies?
The Witness: A year ago they retired shares—it took that form.

By Mr. Fraser:
Q. That is the million dollars and the 10,000 shares?—A. In the current 

year they declared a dividend. It came to the Receiver General and I saw the 
cheque handed to the Receiver General. That will appear in the report to be 
tabled one of these days.

Q. Mr. Sellar also said the government paid out for new barges such and 
such money. He did not mention the sum and he said that the capital cost 
had been recovered. Did that come back to the Consolidated Revenue Fund?— 
A. The money was advanced to Northern Transportation Company by Eldorado, 
the parent company, and it has been recovered back to Eldorado company.

Mr. Fleming: I suppose we are under somewhat of a handicap dealing 
with this question until we see what amendments are contained in the Con
solidated Revenue Act which is to be introduced later on. It is an important 
question, and actually parliament can be sitting here without exercising any 
effective control over the expenditure of large amounts of public money.

Would it be a great task to prepare a statement of the amount of public 
money in the hands of various Crown corporations today, with some indication 
of revenue surpluses over a period of two or three or four years, just to indicate 
to us in a broad way how much revenue surplus if any has been used for 
capital expansion, and how much has been turned into the Consolidated Revenue 
Fund? That would give us at least a bird’s eye picture of the whole situation- 
otherwise, I do not know how parliament is going to exercise any control over 
these expenditures, apart from the amount it appropriates by statute to 
Capitalize the corporation to begin with.

The Chairman: Well, instead of having to dig into every report, you would 
want one report given to this committee?

Mr. Fleming: A statement, to give us a bird’s eye view of the whole 
situation. I appreciate that you cannot make a general rule, you have to deal 
with each of these on their merits. No two are alike, and I appreciate that 
there is difficulty in laying down a hard and fast rule. As Mr. Sellar says, you 
do not want to put those in charge of the operations in a strait-jacket. On the 
other hand we, as a committee of parliament, are charged with the maintenance 
of the principle of parliamentary control over expenditure. I wonder if we are 
doing that simply by contenting ourselves with saying these facts are reported 
by the corporation to the minister?

The Chairman : And by the minister to the House?
Mr. Fleming: We get an annual statement and may ask the minister 

questions, but there is no effective means of getting into the meat of any par
ticular corporation or into the over-all picture as it applies to Crown 
corporations.
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Mr. Sinclair: Unless they have deficits?
Mr. Fleming: Yes, when we are called upon to vote more money to make 

UP the deficit, as in the case of the C-N-R. and T.C.A.
Mr. Stewart: With reference to what Mr. Wright was saying, the capital 

stock of Eldorado is roughly $6£ million and they have an unappropriated 
surplus of $7,346,000. I should like to ask the parliamentary assistant to the 
Minister of Finance this question. When would lie think it appropriate -that 
the minister step in and take that surplus?

Mr. Sinclair: In view of the comments of the leader of the opposition 
we other night, about parliamentary assistants giving undertakings on behalf of 
the government, I certainly would not answer that. The Minister of Finance 
himself would be the one to answer it.

Mr. Stewart: I have never seen the parliamentary assistant so humble. 
As Mr. Wright says, this is a large unappropriated surplus in view of the 
capital stock, and while I do not altogether aghee with my colleague, I think 
there is much virtue in the principle being established that parliament should 
have some control over the capital expenditures. This is a large sum.

The Chairman : We will have ample opportunity, when the Consolidated 
Revenue Act comes before the House, to make a thorough study of the pro
visions and to decide whether amendments should be introduced.

Mr. Fleming: I asked for a statement, Mr. Sellar.
The Chairman : Mr. Sellar is thinking about it. In the meantime I will 

give Mr. Wright the floor.
Mr. Wright: It is my understanding that in certain provinces where there 

are numbers of Crown corporations, those corporations must turn their over-all 
surpluses into the Consolidated Revenue Fund and they must get a grant from 
the legislature for. any capital expansion. Those provinces think it is the 
only way in which the legislature can have reasonable control over the expansion 
°f those corporations. I am inclined to agree with that principle.

The Chairman : I think that the opinions which have been expressed this 
niorning will be of use to those who are still reviewing the Consolidated Revenue 
Act. I think the time for comment on them will be when the Consolidated 
Revenue Act comes before the House. We will then have an opportunity to 
comment on or amend it.

The Witness: With regard to the statement Mr. Fleming has asked for, 
't will present problems because no two companies are exactly the same. Further
more, some companies have shares, others have not; and then there are indus- 
tnal companies which have incomes. The Federal District Commission, for 
example, is a corporation but it has no income. You are not really interested 
ln it- If you wanted something on the commercial companies which have share 
capital we could make an attempt to put something together.

By Mr. Fleming:
, Q- It was the commercial corporations I had in mind.—A. Of course you 
uave to bear in mind that I can only deal with those which I audit.

Q. The statement would not include the C.N.R. or T.C.A.?—A. Or the Farm 
Roan Board, Central Mortgage and Housing Corporation, the Wheat Board, and 
so on.

. Q- May I ask then that a statement be prepared! along those lines?—A. We 
will try.

The Chairman : I think we have somewhat extended the scope of the two 
Rems on Eldorado but it may be useful for those who are preparing the Con
solidated Revenue Act to have available the opinions of some of the members.

83836—2
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However, let us go on to Export Credits Insurance Corporation, items 101 
and 102.

By Mr. Fraser:
Q. In 102 it says: “The $495,918 excess of payments over recoveries, how

ever, includes approximately $300,000 which is ‘blocked’ through exchange 
restrictions of the countries concerned”.

How is that handled? That $300,000 would have to be paid out to the 
exporters would1 it not?

A. The $300,000 is in South American currency, mainly Argentinian and 
Brazilian. When we take care of the insured person, compensating him, he turns 
over all his collateral, or at least all that he had with respect to that claim- 
Therefore, the Export Credits Insurance Corporation holds those moneys m 
banks in South America.

Q. In South America?—A. Yes, sir.
Q. And they are not allowed to take it out?—A. No, sir.
Q. You are not allowed to take currency out of Argentina. When I w'as 

down there last you were not allowed to take out any gold, silver, or anything 
else. I believe they even searched you. If that is still in force how does the 
government expect to get this $300,000 out, or will they use it down there for 
other purposes—in buying things, for instance?—A. I cannot answer that. The 
Department of Finance might, but I cannot. All I know is that the amount is 
standing there.

Q. It is in Argentina and where?—A. Brazil—a small amount in Brazil.
The Chairman : Perhaps Mr. Bryce might comment?
Mr. Bryce: I can only make one general comment. Frequently it is mainly 

a question of waiting in order to get the funds. Those are really commercial 
remittances. They are payments for exports. Frequently, all that is involved 
is waiting until you can get the funds released. It may be a year, or more than 
that, or less than that, before these blocked accounts can be paid in foreign 
exchange. In many cases the funds are not tied up indefinitely but there is- delay 
in getting them released. The Export Credits Insurance Corporation will take 
those funds off the hands of those who have insured themselves and will hold 
them until the funds can be released.

Mr. Fraser: Then Brazil or Argentina would have to have a counter account 
against Canada?

Mr. Bryce: The arrangements are so varied and so specialized in different 
cases that I would hesitate to generalize about that, but I do know in certain 
cases that these commercial accounts have been paid or released eventually. It 
has been a question of waiting in many cases rather than a question of losing 
the funds or having to find some alternative investment down there. The 
arrangements vary.

Mr. Fraser: The account being governmental rather than individual, there 
is a better chance of getting the funds?

Mr. Bryce: I would not like to say that is generally the case.
Mr. Fleming: The point that the Auditor General is making is that these 

blocked accounts are not to be written off as losses, but that they should be 
carried as a reserve or be carried as assets subject to suitable reserve. Has there 
been any change since this observation was written by Mr. Sellar?

The Witness: Yes. We have recently come to an agreement on the form 
the statements will take next year—not the current year, but next year. We 
are both satisfied.
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Mr. Stewart: I am not talking about blocked currency but of the amount 
written off as losses and the steps taken to recover those. Let us take 1946. 
Assuming that $11,000 was lost, is the corporation still trying to recover that 
loss or has it written it off as irrecoverable?

The Witness: If there are any assets the corporation is still trying to 
recover; otherwise the position is the same as for any insurance company that 
Pays a claim and has to write it off as a loss.

The Chairman: Are there any further questions on Export Credits Insur
ance Corporation?

Carried.

We will go on to items 103 and 104.
Mr. Stewart: In connection with item 104 the Auditor General says : “A 

consequence is that the "Commission is not in position to accumulate a fund to 
repave roads, etc.” I think we know that, but is there anything that can be 
none to encourage them to repave some of those roads?

Mr. Croll : The alternative is given at the end. The last sentence is 
y°ur answer.

Mr. Fleming: Probably a fair question is what has been done as a result 
0 recommendation?

The Witness: The Federal District Commission is very anxious to have 
something done in this regard, but it is a matter of legislation and public policy. 
lhey are carrying on as they have in the past. During the war years when they 
could not spend money in keeping things up, they accumulated a little reserve. 
lh?y still have about $20,000 of C.N.R. bonds and that is how they are carrying 
their excess, currently. From the long range viewpoint some means should be 
devised whereby they can accumulate each year so much for the renewal of 
foads and other assets. As Mr. Croll says, the alternative is to wait until the 
l°b has to be done and come to parliament asking for a special vote in that year.

Mr. Fleming: Nothing has been done since you made the recommendation.
The Witness : No, sir.
Mr. Fraser: You would not think they would have to wait for jobs to be 

done? There are a lot of jobs to be done right here.
The Chairman : Ask a question in the House from the responsible minister.
Mr. Croll : Mr. Mcllraith will give you the answer to that.
The Chairman: Is item 105 carried?
Carried.

Item 106, National Harbours Board.
Mr. Fleming: Last year we made a more extensive review of the opera

tions of the various harbour commissions entering into the accounts of the 
National Harbours Board. Can the Auditor General say whether there has been, 
s'nce we were over this subject a year ago, any particular change in the method 
°f setting up the statements and the financial basis of the operations of the 
various boards?

The Witness: Well, sir, there has been no change in the general practice, 
mie National Harbours Board is still operating as in the past. However, when 
you use the words “financial statements,” the financial statement which we 
e>:Pect to certify within a few days for the last calendar year will be in a 
different form than the previous one. In the past we produced a financial state
ment for each harbour. This year we are trying to give one statement that 
c°vers all, showing the activities of each, so that you will have a comparison of

83836—2i
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assets, expenditures, and liabilities. We think it will be simpler, although 
basically there is no change.

Mr. Benidickson : I have forgotten, but did this committee last year in 
its sittings make any recommendation with respect to the accounting practices 
of the National Harbours Board?

Mr. Fleming: No, but we made a much more extensive study than we 
are now doing of the operations and statements of the National Harbours Board. |

Mr. Benidickson : But the committee made no recommendations for 
change of fonn?

The Chairman: No; are there any further questions on National Harbours 
Board? 1

We now come to Northwest Territories Power Commission, items H* 
and 113. •

By Mr. Fraser:
Q. Do you feel, Mr. Sellar, on account of the statement you made here, 

that depreciation should be set up in these accounts?—A. They are proceeding 
to do so, sir.

Q. Well, I think it would be wise.—A. They first started on the principle 
that the amortization of their debt over twenty years was the equivalent of 
depreciation but we pointed out to them that they could be paying back the 
Minister of Finance and needing, at the same time, money to maintain their 
plant; they are now changing their practice in that regard, at least, they have 
told us they are doing that.

The Chairman: Are we through with items 112 and 113?
Carried.
Park Steamship Company Limited, item No. 114.
Mr. SteWart: “With the exception of seven ships on loan to the United 

Kingdom Ministry of Supply, all vessels formerly controlled by this company 
have been declared surplus and sold.” Would Mr. Sellar tell us wliat wras the 
profit or loss on the sale of these ships?

The Chairman : Last year, we had before us the chairman of this board 
who gave us quite an extensive report which can be found in the minutes of 
evidence of last year.

Mr. Stewart: Has there been any difference in the number of ships sold 
as of last year and this year?

The Chairman: Have there been any further ships sold this year?
The Witness: Certain ships were on charter and I think they are gradually 

being surrendered—I am not sure if they have all been surrendered—and the 
collection of the moneys is being handled by the Crown Assets Disposal Cor
poration. You will see in their report that they point out they were having 
some trouble making collections but with the assistance of the Canadian 
Maritime Commission the accounts are now in good condition. All I know ig 
that the charters have worked out very profitably to the Park Steamship 
Company and we are getting a much better return on our ships following world 
war II than we got following world war I.

The Chairman: The detail as to the sale of each ship can be found in 
the minutes of our proceedings of last year.

Mr. Fleming: What has been done since the 31st of March 1950? Has the 
company been wound up?

The Witness: I signed a letter this morning to the Under Secretary of 
State for the surrender of the charter.

Carried. ' > • " ■
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The Chairman: Now, we come to the Polymer Corporation Limited, items 
H5 and 116.

By Mr. Wright:
Q- Item 116 reads:

The original construction work was financed out of Consolidated 
Revenue Fund, but some subsequent capital work was paid for out of 
the earnings of the Corporation.

What amount of earnings were used for this subsequent capital work? And 
secondly, it states that in determining their depreciation and obsolescence the 
company found that formerly they were using an amount which was not a 
S3 en'™' one an(I that this year the management increased the amount to 

>606,975. What was the amount of obsolescence and depreciation last year? 
jh^t increase does this amount represent?—A. In reply to your first question, 
» L<00,000 of the company’s earnings have gone into new plant and additions, 
ssentially, the investment is in connection with machinery and equipment. Up 
,° ™e. past year, in round figures, $2,400,000 annually was the reserve for 
cpreciation. This year it was increased to $3,600,000, an increase of $1,200,000. 

arose in this way: we all thought after the war that building costs would 
go down and this plant had been built in a rush at high prices. Therefore it 
. as decided that- it was not prudent to assume that we had $50 million invested 

,n ’•he project, and a lesser figure was taken. Prices however have not gone 
own. Last year when the Income Tax department notified tax payers that 
ey could claim in various ways for depreciation, we and Polymer agreed a 

resh look should be given to Polymer’s condition and try to make a very 
careful study. I am thoroughly in agreement with the addition of that amount 
onis year.

By Mr. Fraser:
, Q- Does the net profit of $843,659 represent profit after depreciation has 

een taken care of?—A. Yes, sir.
^ Q- Has any capital been returned to the Consolidated Revenue Account?— 

• No, sir. Take for example, the expenditure for heating such as was made 
,, .hat plant when it was built. Heating is a very important factor in syn- 

etac rubber manufacture. They had to pick up boilers and everything else 
erever we could get them. They have installed an entirely new heating 

ystem since the war and I think they recovered the capital investment within 
^ years in fuel savings.

By Mr. Fleming:
o . Q- -hist a question on the second sentence of item 116. I take it that Mr. 
Ie ar does not review a decision on the part of the company as to the amount 
0 de. set up for obsolescence?—A. We would, sir, if we thought it unreasonable.

Q. Well, then, can you make a comment as to the reasonableness of this 
ast increase?—A. As to that $1,200,000 increase, I suggested to them that they 

ip10,;dd study .the position and. they told me they were already studying it.
hey asked me to send men down to Sarnia to go over the figures with their 

?lon- I did and they came back and reported they were in agreement that 
>200,000 was a reasonable figure for that year.

Q- So you have reviewed the annual provision made for obsolescence?— 
• vYes, but they were going to formulate a long range policy after that. We 

lave notice that their accounts are going to be ready for audit in the third week 
0 April. We will be going in then. I have no men there at the present time.

Carried.
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The Chairman: Yukon Territorial Government, items 117, 118 and 119.
By Air. Fraser:

Q. Has Mr. Sellar any comments to make on this?—A. The only tilling, 
sir, that may interest you as citizens of this country is in paragraph 18. where 
they deal with profits from the sale of alcoholic beverages amounting to $557,000. 
The agreement with Canada provides that up to $185,000 of these profits may 
be used for territorial administration, et cetera, and the balance is to be placed 
to the credit of a special account for the construction of roads and bridges and 
other projects to develop the natural resources of the territory.

Now, it happened that the profits from liquor have been year by year 
larger than were expected—

Q. More water in the stock.—A.—the result is they have more money 
on hand than they need to spend on roads and bridges. They would like to 
spend more money on education and they have informally suggested that the 
agreement be revised to permit a greater amount to be spent on education.

By Mr. Croll:
Q. The agreement with whom?—A. The agreement with the government 

of Canada.
Q. When -and what representations have been made? You should have told 

us that two days ago and we could have raised the question on the floor of the 
House when the Yukon Act was under discussion.

Mr. Sinclair: Third reading is still coming up.
Mr. Croll: It would be unfair to the minister to hold him up on the third 

reading.
The Witness : It is just a little thing ; there are now more children and 

they would like to spend a little more money. I think it is within the powers of 
the Governor in Council to permit this, and it would not surprise me if they 
have already consulted the Minister of Finance on the subject.

Mr. Fleming: You do not know if anything has been done yet?
The Witness: I know the people of the Yukon were in seeing me late

last fall on the subject and I told them to call on the Minister of Finance 
because I thought that he would be sympathetic.

By Mr. Wright:
Q. When you refer to the people from the Yukon you are referring to the 

commission?—A. Yes, sir, that is, the commission.
Mr. Fraser: They are all here in Ottawa anyhow.
Mr. Croll: Three will be elected from the territories now under the new

provision.
Mr. Fraser : Yes, but up to the present time they are all in Ottawa.
The Chairman: Are there any further questions relating to the Yukon 

territory? I think, we are finished with our review of item 119.
Mr. Fleming: Yes, Mr. Chairman.; there is just the appendix left.
The Chairman: Yes, we are now on the appendix.
Mr. Fleming: There is one question on this item of the refunds and the 

remission. Does the Auditor General make a review of particular cases or does 
lie simply make a report, just to report the fact?

The Witness: The discretion is broad, “the Governor in Council when
ever he deems it right and conducive to the public good, may remit any duty or 
toll payable to His Majesty—’’ therefore, there that is a statutory discretion 
which we do not try to go behind.
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Mr. Croll: And one which he does not exercise very easily either.
The Witness: Yes, but the department encourages us to check the figures. 
Mr. Fleming: You check the figures in these cases?
The Witness: Yes. Sometimes you have to calculate from the various 

documents what the real amount involved is; before it goes before the licasuij 
Board the Department of National Revenue may ask us to check their figures 
and make eertain.

By Mr. Fleming:
Q. And the figures you are reporting here are the figures you have checked 

and verified as the correct related amounts involved before the remission or 
refund is made?—A. In most cases the duty is paid and this represents the

Q. That is what I mean, do you check those?—A. We dont check them 
all, only in unusual cases.

The Chairman: Are the members eff the committee satisfied that we have 
ealt with the report of the Auditor General except for some incidental items? 
nere are two or three cases in which members have asked that an item stand.

* s 1 recall most of them dealt with matters relating to the Consolidated 
evenuc and Audit Act. Then, I think we may take it that ouf work on the 
Uchtor General’s report is concluded. Unless there are some questions which 
embers of the committee would like to ask him now, all of the matters out- 
anding. relate to the revision of the Consolidated Revenue and Audit Act.

, Act will be dealt with in the House and I suggest that such questions 
p .d be asked when the bill is before the House for consideration in committee.

or instance, there was item 15, which Mr. Macdonnell asked be allowed to 
" and. It deals more or less with matters relating to the revised Act, and I 
0 ln* the other two clauses which were asked to stand also relate to that Act; 
Jie of them, as I recall it, deals with the payment of subsidies and the-use of 
’--nor General’s warrants. I think there will be ample time and opportunity 
• discuss such matters when the revised Consolidated Revenue Act comes 
e °re the House.

Mr. Fleming: Could we have any indication, Mr. Chairman, of when the 
1 " 'll be brought down in the House?

, The Chairman: My impression is that the new Act will be before the 
is^e before we finish the work of this committee, and, as I say, when the bill 

b,, ore the House we will have an opportunity of discussing it. I suggest, 
tlv Aimt?n’ ^h"at this particular part of our work is completed—I mean so far as 
v e, Auditor General’s report is concerned—and we can release the witness, but 

°re that is done I wish to be sure whether any member wishes to ask further 
,1 estions of the Auditor General before he goes. There may have been some- 

ln6 we have overlooked.
• Air. Croll: There is just one question I wanted to ask. Have you any 

°rmation as to whether or not this committee will have an opportunity to
-, a w>th the Consolidated Revenue and Audit Act as a committee ; to go into 
le (^raft bill in detail?

The Chairman : That has not been indicated to us yet. The bill is not 
ofL brought down in the House. However, I -do think it is the intention

e government to refer it to a particular committee, but whether it will be 
s one or another there has been no indication.

Air. Sinclair: I might say, Mr. Chairman, that a number -of technical 
nrnmendations were made by this -committee last year and they have been 
ydered in preparing the new legislation. I might say that it was the inten-
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tion to refer the bill to this committee but this committee has indicated its 
desire to give considerable study to the Department of National Defence. I 
think then I might say it will be referred to this committee or some committee. 
As I see it, this committee certainly should have an opportunity of reviewing 
this very difficult legislation. As a committee it is directly concerned with 
revenue and audit, and as a committee it has made some proposals both new 
and certainly valuable. Mr. Sellar or Mr. Bryce may know something about it.

The Chairman : That all depends on the members, as to whether or not we 
devote our time to the matter of National Defence and other matters in the 
public accounts. ,

There is a lot of material which members want to have come before the 
committee. It will be up to us, I suggest, to suspend other work we may have 
to give a certain number of meetings to a consideration of the revision "of the 
Consolidated Revenue and Audit Act, providing it is referred to us.

Mr. Croll : It would appear to me that members would get very little 
information on the Act if it was dealt \yith entirely in the House. Let us clear 
this point up. It is a technical Act and it is difficult to grasp the details of it 
There is no doubt that many of the members in the House would have difficulty 
in understanding much of the material involved, except for those who have 
been in attendance at this committee. As a committee we have dealt with 
these matters during the last two or three years and the House might benefit 
as the result of our study of the new Act as a committee. I can see great 
advantage in having us as a committee deal with it, and I think that as a com
mittee we might indicate that in our opinion it is a matter for this committee 
to deal with.

I

Mr. Fleming : I would like to support very strongly what Mr. Croll has 
said. This is the most important Act, I think, of all on our statute books, and 
it has not been revised or amended, I believe, for at least a generation.

Mr. Sinclair: Only twice since confederation.
Mr. Fleming: And, we as a committee have observed, I suppose, scores of 

places, in particular last year, where there were gaps and weaknesses in the 
present Act in the way of meeting modem conditions ; and we have had a 
number of occasions in the House in recent years where technical Acts, such 
as this new Income Tax Act., were referred to committee for review. Now 
should think that this committee, in the light of its experience of the last two 
years, should be able to contribute a good deal to a review of the Act; and, as Mr- 
Croll said, an Act so important would not get in the House the detailed con
sideration it should have. It is going to be a very important study, and 
may be that a committee with the information this one has available to 1 
might not have to spend a lot of time on the bill ; and in any event, a review by 
this committee might be of great advantage in a consideration of the bill.

The Chairman: I am ready to report to the Minister of. Finance accord
ingly, and I am sure that the parliamentary assistant will also see that he 
informed as to the views of the committee.

Mr. right: Has the parliamentary assistant (Mr. Sinclair) any idea aS 
to when this bill might be ready to come before the committee? With the work 
the committee has it in mind to do in connection with the Department 
National Defence it occurs to me that the government might not be prepared 
to submit the bill to the committee.

Mr. Sinclair: Mr. Bryce could give you a better target date than I could- 
Mr. Bryce: I think it depends entirely on when the minister gets sufficient 

time to deal with it. As you may imagine, he is busy with the budget at the 
present time, but as soon as that is out of the way I understand from him that 
he intends to devote a good deal of time to getting the Act finished.
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Mr. Croll: It is ready in some form now?
Mr. Bryce: Oh, yes.
Mr. Croll: Of course.
Mr. Wright: We can’t get it in advance.
Mr. Croll : I realize that it will come down in final form. Then, of course, 

we want to make sure that we will have an opportunity of dealing with it at 
Tus session. Will the minister start at it, as soon as the budget comes down 

uesday? Would it be ready by the end of the month?
Mr. Bryce: That is pretty hard to say. It is a question of the minister’s 

fiW an<* ^r' Sinclair’s time, rather than that of the officials. As far as the 
officials are concerned, yes; it is really more a matter of convenience for the 
minister and Mr. Sinclair.

Mr. Croll: Well, the budget will be down on Tuesday night. I was 
wondering if the bill would be ready in say two or three weeks time after that.

we are not going to have time to deal with it we might as well leave 
i to be dealt with before the House.

Mr. Sinclair: The minister has spoken about having it referred to a com
mittee. Ordinarily I understand it would go before the Committee on Banking 
and Commerce, but if it went to the Banking and Commerce Committee that 
committee would actually have to go over everything which was done in this 
committee last year. There has also been some comment that if it were dealt 
with entirely in the House of Commons then it would have to go over all these 

mgs, and except for a few members who are very keen about it most of the 
members would not know much about it and we would have to have all these 
eÏFanations given over again. I think actually it would save a good deal of 
effort if it were referred to this committee. As Mr. Fleming says, it is the key 
- ct of the government of Canada, everything connected with it depends on the 

evenue and Audit Act. Whether this committee would want to break away 
,r°m its examination of the operations of the Department of National Defence 
°r consideration of it is something, of course, for this committee itself to 

decide.
Mr. Croll : I think the bill should come before this committee.
Mr. Wright: Yes, I think it should come before this committee. We should 

ifive some indication as to the amount of time we want to spend on defence 
epartment items which are to come before the committee. If it is to come 
pfore the committee we will need to spend all of our time from now to the end 

0 the session on the revised Consolidated Revenue and Audit Act.
Mr. Croll: At the present time as a committee we arc finished with the 

Auditor General’s report. We are going to start on defence. We could have 
Perhaps a dozen meetings before the end of the month on defence, that would 
eave us ample opportunity to deal with the. new bill if it is referred to us. Could 

We a date, let us say about the first of May?
, The Chairman: We do not need to do so yet. When it comes before the 
■ Ruse, if it is referred to us we will manage alright.

Mr. Wright : I would be satisfied with that.
Mr. Croll : Yes.
The Chairman: Members of the committee will recall that last year we 

Rade a suggestion in our report for the writing off of uncollectable accounts. I 
spoke further with the minister on that and he suggested that if we were to deal 
'?ith that we might want a subcommittee of this committee to look into the matter. 
The reason for the suggestion that the matter be dealt with by a subcommittee 
is that this matter of writing off uncollectable debts involves the principle of 
Public trust in certain cases ; it might cause embarrassment, not to the government
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but to individuals. For that reason it might be desirable to have the matter 
dealt with by a subcommittee of this committee rather than before the whole 
committee.

Mr. Fleming: In connection with this matter of releasing Mr. Sellar as a 
witness, Mr. Chairman, you recall that I had asked for certain statements which 
he was going to prepare for me. I was wondering if there were any others?

The Chairman : No, that is the only one. Do you feel that the witness | 
should remain at our disposal?

Mr. Croll: No, let us put the statement on the record.
The Chairman : We will have it put on the record as part of the day’s pro

ceedings when we receive it. Would that be satisfactory?
Mr. Fleming: Yes. I suppose we could have Mr. Sellar back for half an 

hour any time we needed him?
The Chairman: Yes. Do you feel that we should make our report to the 

House before we have the report in on the inventories, or do you think we should 
go ahead?

Mr. Fleming: I think we should have that in the report. It will be ready 
within a couple of weeks, I understand.

The Chairman: All right.
Mr. Fleming: On this question, I do not know whether we should first deal 

with this matter with reference to the bill coming before this committee. I feel 
that we should at least make a recommendation that such a course be taken- 
If the bill is referred to the committee of the whole it is going to take a lot of 
time. Then, we have this matter of National Defence expenditures. That is going 
to take a lot of time too; but, as Mr. Croll has said, we can devote our time to 
that during the next couple of weeks. I do feel, however, that it is a very 
important matter, and that the bill should come before this committee for study; 
it is a bill which is vastly important.

Mr. Sinclair: Could I indicate to the minister that if the matter is referred 
to this committee, that the committee will give precedence to it over whatever 
business we may have?

Mr. Croll: I do not think that should be done at this stage, in fairness to 
the people who have been pressing for National Defence.

Mr. Wright: I see no objection to it now, but I would like to see it left over 
to the next meeting of the committee.

The Chairman: We could express to the minister the willingness of this 
committee to deal with this matter and we can try to work out our arrangement 
for sittings on this problem and other matters accordingly. But, as Mr. Fleming 
suggests, since much of that work has already been done by us, we might indicate 
that we would be willing to take on that task, and then fit it into our scheme 
of meetings. The Act is not yet before the House so we can start on some other 
kind of work and then switch back to this.

Mr. Wright: I do not think we should notify the minister today. It is not 
that important, I think we should leave it to the next meeting.

The Chairman: Before we adjourn, I would like to express the thanks of the 
committee to the Auditor General and to the Assistant Deputy Minister of 
Finance for the help which they have given us in our study of the report of the 
Auditor General. The meeting now stands adjourned to the call of'the chair.

The meeting adjourned.



APPENDIX “A”
CANADIAN ARSENALS LIMITED

Statement of Sources and Application of Funds 
FOR THE FOUR YEARS ENDED MARCH 31, 1950

Fiscal Year ended March 31st
1947

Sources of Funds
Earnings for the' year, from manufacturing
.and other activities...................................
Additional earnings of prior years...................
Materials inherited through the Department 

°t Munitions and Supply, used in and 
charged to operations during the year.... 

Received from Government appropriations..
Decrease in working capital................................

Total ..............................................................

Application of Funds
Additions to fixed assets.......................................
increases in working capital.................... ..
costs of maintaining arsenals in stand-by

condition ................................................................
Eire loss ....................................................................

Total

1948
$

1949 1950
$

2,199,960 1,615,702 1.753,334
19,472

4,320,254
92,790

3,757,792
925,101

2,000,000
909,560

2,900,000
409,047

5,192,252
3,275,000

5,957,752 4,540,803 5,991,413 12,880,296

. 2,373,976 270,315
123,340 914.727

4,687,922

! 3,583,776 4,270,488 5,137,379
285,269
445,425

6,966,268

311,379

.. 5.957.752 4.540,803 5,991,413 12,880,296

CANADIAN SUGAR STABILIZATION CORPORATION LIMITED

(Successor to The Sugar Administrator as from March 14, 1947)

Statement of Sources and Application of Funds 
FOR THE FIVE YEARS ENDED AUGUST 31, 1950

Fiscal Year ended August 31st

Sources of Funds
Earnings for the year .........
Additional earnings of prior
«years ................... .........................
vaprtal stock subscription .........

decreases in working capital ....

1946
$

287,951

150,204

1947
$

298,591

75

1948
$

2,814,628

1949
$

303,228

1950
$

1.218,499

17,281,501

Total ..................................... 438,155 298,666 2,814,628 303,228 18,500,000

Application of Funds
Increases in working capital... . 
Operating loss for the year.... 
■Warnings remitted to the Re

ceiver General ............................

438,155 298,666
2,814.628

303,228

18,500,000

Total ..................................... 438,155 298,666 2,814,628 303,228 18,500,000
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ELDORADO MIXING AND REFINING (1944) LIMITED

Statement of Sources and Application of Funds 
FOR THE FIVE YEARS ENDED DECEMBER 31. 1950

1946
%

Sources of Funds
Earnings for the year.................. 195,548

Less: Adjustments applicable 
to prior years’ operations. .

Charges, against income, not 
involving cash outlays (includ
ing depreciation and other
provisions) ................................ 399,663

Government Advances (includ
ing capital stock subscrip
tions) .......................................... 2,116,049

Total .................................. 2,711,260

Application of Funds
Additions to fixed assets............ 449,790
Increases in working capital... 1,867,000
Expenditures for exploration. . 394,470
Government advances reduced 

by repayment of capital stock
subscriptions ............................

Earnings remitted to the Re
ceiver General ........................

Total .................................. 2,711,260

Fiscal Year ended December 31st
1947 1948 1949 1950

% $ % %

1,416,488 1.335,400 2^395,484 1,412,41»

292.490 296,534 103.658

1,042,910 2,098,950 1,308,752

473,430 2,140,316 3,402,530 2.560,002

1,859,015 _____ _

3.748.933 3.183.226 5,501,480 3.868,754

304,333
2.751.621

692,979

232,410
2.482,116

468.700

824,804
3.480.783

195,893

541,586
2,017.429

252.239

1,000,000
1,057,500

3,748,933 3,183,226 5,501,480 3.868,754

NORTHERN TRANSPORTATION COMPANY (1947) LIMITED
Statement of Sources and Application of Funds 

FOR THE FIVE YEARS ENDED DECEMBER 31, 1950

Sources of Funds

1946
%

Earnings for the year.................. 378,086
Less : Adjustments applicable 

to prior years’ operations..

Charges, against income not 
involving cash outlays (includ
ing depreciation and other
provisions) .............................. 220,878

Decreases in working capital.. . 
Government Advances—received 

through Eldorado Mining and 
Refining (1944) Limited .... 1,859,015

Total .................................. 2.457,979

Application of Funds
Additions to fixed assets............ 985.146
Increases in working capital. .. . 1,472,833
Government advances reduced or 

repaid to Eldorado Mining 
and Refining ( 1944) Limited .

2,457,979

Fiscal Year 
1947 

$

ended December 31st 
1948 1949

% $
1950

%

460,264 1,024,136 249,055 425.765

4,358 2,891 69,025 14,425

455,906 1,021.245 180.030 411.340

322,937 452.613
624.697

521,514 530,081
316,045

377,962

778,843 2.098.555 1,079,506 1,257,466

383.108
395,735

961,578 121,830
957,676

157,466

1.136,977 1,100,000

778,843 2.098,555 1,079,506 1,257.466Total
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NORTHWEST TERRITORIES POWER COMMISSION

Statement of Sources and 
from inception to

Application of Funds 
March 31, 1950 Fiscal Year ended 

March 31st
1949 1950

$ $
Sources of Funds

Earnings for the year 
Decrease in working capital 
Government loans ................

63,681

4,615,000

Total 4,678,681

50,762
150,548

201,310

Application of Funds
Additions to fixed assets............
Increase in working capital 
Repayment of Government loans

Total ....................................

4,485.295
193,386

4,678,681

156.310 

45,000

201.310

PARK STEAMSHIP COMPANY LIMITED
Statement of Sources and Application ok Funds 

FOR THE FIVE YEARS ENDED MARCH 31, 1950
Fiscal Year ended March 31st

Ro«i-ces of Funds
a!lu*or the year.......... ..
Additional earnings of prior 

years ..

1946

50,238.813

1947
$

28,915,877

1948
$

3,227,890

1949
$

3,543,925

Reductions in:
Fixed assets .............................. 119,928,515 19,116,459

Application of Funds
Increase in working capital . ..

W orking capital ......................
'government advances reduced

or repaid ..................................
Earnings remitted to the Re

ceiver General ..........................

1,723,960

21.385

51,941.388

15,507,191

119,921,955

13,415,246

405,918

19,101,634

3,648,633

1,463,101

5,007,026

Total .................................. 51,962,773 148,844,392 22,750,267 5,007,026

1950
$

2,973,838

150,652

200,509

3,324,999

3,324,999

POLYMER CORPORATION LIMITED -
Statement of Sources and Application of Funds 

FOR THE FIVE YEARS ENDED MARCH 31, 1950

Sources of Funds
Earnings for the year................
Charges, against income, not 

involving cash outlays (includ
ing depreciation and other
provisions) ................................

government Advances ..............

Application of Funds
Additions to fixed 'assets...........
increases in working capital. .. 
Government advances reduced

or repaid ............................
Warnings remitted to Receiver

^ General ......................................

1946
$

1947
$

1948
$

1949
$-

1950
$

2,594,149 1,082,931 25,623 403,543 843,660

7,436,414 4,728,297
4,123,409

2,109,806 2,102,929 3,217,603

10,030,563 9,934,637 2,135,429 2,506,472 4,061,263

788,911
3,601,938

321,494
5,807,499

2,095,993
39,436

817,425
1,689,047

1,737,798
2,323,465

5,639.714

3,805,644

10,030,563 9.934,637 2,135,429 2,506,472 4,061,263
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ORDERS OF REFERENCE

Tuesday, April 10, 1951.

Ordered,—That the name of Mr. Harkness be substituted for that of 
Mr. Macdonnell (Greenwood) on the said Committee.

Tuesday/April 17, 1951.

Ordered,—That the name of Mr. Pearkes be substituted for that 
Mr. Homuth; and

That the name of Mr. Decore be substituted for that of Mr. Welbourn on 
the said Committee.

Attest.

LEON J. RAYMOND,
Clerk of the House.



MINUTES OF PROCEEDINGS
House of Commons, Room 430. 
Tuesday, April 17, 1951.

The Standing Committee on Public Accounts met this day at 11.00 o clock 
a.m. The vice-chairman, Mr. David A. Croll, presided.

Members present: Messrs. Beyerstein, Boisvert, Brisson, Campney, Cauchon, 
Oloutier, Croll, Cruickshank, Fleming, Gauthier (Portneuf), Larson, Major, 
Nowlan, Richard (Ottawa East), Robinson, Sinclair, Stewart {Winnipeg North), 
Thatcher, Wright.

In attendance: Mr. C. M. Drury, C.B.E., D.S.O., E.D., deputy minister of 
National Defence.

The vice-chairman informed the members that Mr. Watson Sellar had, as 
requested, placed before the committee some figures with respect to Canadian 
Arsenals and other crown companies and that such information now appears as 
Appendix “A” to the committee’s printed Minutes of Proceedings and Evidence 
°f Wednesday, April 4, 1951 (pages 145, 146 and 147, Vol. 5).

vice-chairman also reported that the steering subcommittee had met 
agreed that the chairman communicate with the deputy minister of 
Defence with a view to having the latter appear before the committee 

, n< Present a statement relating to the administrative functions of the Depart- 
ment of National Defence.

The 
‘tod had 
National

Mr. Drury was then called. The witness read a statement outlining the 
control exercised on expenditure by the Department of National Defence and he 
Was questioned at length thereon.

In the course of his examination, Mr. Drury filed certain documents relating 
to authority granted officials and officers to make local purchases direct from the 
wade. These documents were ordered to be printed as Appendix “A ’ to today s 
toinutes of evidence.

The witness was further directed to prepare and submit other detailed state
ments respecting (a) equipment and property which was declared surplus and 

as such and later reacquired by the government up to March 31, 1950, 
' 0) civilian and military personnel of the department ; (o) casual labour 
employed by the department, and (d) expenditures in connection with recruiting 
campaigns, Mr. Drury indicated he would undertake to supply such lnforma- 

at the earliest possible date.
At 12.55 o’clock p.m., the committee adjourned to the call of the chair.

ANTOINE CHASSÉ, 
Clerk of the Committee.

83838—n
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MINUTES OF EVIDENCE
House of Commons, 
April 17, 1951.

The Standing Committee on Public Accounts met this day at 11.00 a.m. 
ihe vice-chairman, Mr. David A. Croll, presided.

The Vice-Chairman: Gentlemen, we have a quorum.
May I first call to your attention, for a moment, volume 5 of the pro

ceedings of the Public Accounts Committee. Mr. Sellar was asked to place 
before the committee some figures with respect to Canadian Arsenals and other 
bbinpanies. That information is now part of the committee report and if honour- 
able gentlemen wish to refer to it it is available for them.

The steering committee met last week and agreed that the chairman should 
communicate with the deputy minister of National Defence, Mr. Drury, and 
arrange for a proper statement relating to the administrative functions of the 
Tartinent to be presented to the committee. Mr. Drury is here now with a 

statement. May I suggest that Mr. Drury read his statement and that we ques- 
*°b him after 'he is finished. The statement is only about 8 pages long and 

h last perhaps half an hour. He has broken it down into categories so as to 
ake it easy for you to follow for questioning purposes. Copies are available 

or all members and you may follow lit as he reads.

Mr. C. M. Drury, Deputy Minister of National Defence, called:

The Witness:
Control of National Defence Expenditure
, I understand that it would be helpful to the Public Accounts Committee to 
ave an outline of the control exercised on expenditure by the Department of 

' ational Defence.
. Tlie estimates, as tabled in parliament, have been subject to considerable 

‘new from stage to stage in their preparation. As is usual, the overall pro- 
s mn of which the estimates represent the anticipated cost, is the sum total 

the needs of the various components of the department to implement the 
c cnee program. Each of the anned services is responsible for putting forward 

requirements to meet the program and at each stage of consolidation these 
t-e reviewed with a view to eliminating duplications and unnecessary expenditure. 
a lnaHy, each Chief of Staff having proposed a costed program for his service, 

consolidation of these service programs is reviewed by the Chiefs of Staff 
ummittee, administrative officers of the department and officials of the Treasury 

th'i a v‘ew again bo checking the validity of estimates of cost and ensuring 
at there has been no duplication of effort nor unnecessary expenditure. The 
fted program is then examined by Cabinet Defence Committee and cabinet and 
bject to any changes approved for inclusion in the printed estimates.

After parliamentary passage of the Appropriation Act various methods of 
-patrol of expenditure come into operation depending on the type of expenditure.

detailed classification of the defence appropriation is subject to approval 
y treasury Board and also the manner of accounting for moneys.

151
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Expenditures can be grouped generally into the following classifications:
(a) Those for which a general authority has been given by regulations 

approved by the Governor in Council such as service and civilian pay 
and allowances, travelling expenses, etc.

(b) Service equipment, stores and supplies, including food, clothing, fuel 
for heating purposes and operation of equipment, barrack stores and 
maintenance of equipment and property.

(c) Acquisition and construction of buildings and works.
(d) Acquisition and construction of airfields.
(e) Printing and stationery.
(/) Recurring routine charges such as water service, light, and power, 

rentals, etc.
(g) Items other than those covered above such as special training courseSj 

recruiting expenses, damage claims, etc., which are covered by specific 
authority either by parliament, the Governor in Council or the Treasury 
Board.

Procedure
The procedure followed by the Department of National Defence which give* 

rise to an ultimate expenditure of the appropriation made by parliament vanes 
somewhat as between each of the above classifications.

Procurement of all equipment, stores and supplies required by the depart
ment as outlined in paragraph (b) above is now carried out by the Minister 
of Defence Production upon request of the Minister of National Defence as 
provided in the Department of Defence Production Act. I am now speaking o| 
the present. The Defence Production Act, as members of the committee will 
recall, was enacted as from the 1st of April. Before, a slightly different procedure 
was followed. Prior to April 1 this year this same function was performed by 
the Minister of Trade and Commerce under the Defence Supplies Act using the 
Canadian Commercial Corporation as his instrumentality. While during the 
period under review by the committee the buying agency was the Canadian Com
mercial Corporation, for purposes of convenience, with the committee’s per
mission, I will refer to the Minister and Department of Defence Production, a® 
from our point of view the procedure is the same, if that is permissible, Mr- 
Chairman?
Pay and Allowances

Payment of service pay and allowances is made by the pay organization 
within each service. Ranks and trades groups are controlled 'by each service 
headquarters within the ceiling approved by the Governor in Council. Pay }s 
issued' twice monthly—at the middle and end of each month—and changes m 
entitlement are authorized in the daily orders issued by each service and are 
recorded on the pay accounts. These accounts are of course subject to inspection 
and audit. When travelling on duty service personnel are allowed fixed rates 
per day as laid down by the Governor in Council, but subject to deductions 
where accommodation has been provided in trains and steamships. Transpor
tation is arranged by issue of a warrant to the transportation company who 
render monthly accounts. It should be noted that under arrangements made by 
the Canadian Passenger Association acting on behalf of the railway companies' 
the department obtains special rates which are subject to change from time to 
time but duly approved by the Governor in Council.

Civilian pay and allowances are paid in accordance with the rates and 
conditions laid down by the Civil Service Commission for each individual which 
are approved1 by the Treasury Board. Travelling expenses incurred by civilian® 
are paid on an actual basis but within limits laid down by regulations approved 
by the Governor in Council.



PUBLIC ACCOUNTS 153

Procurement of Equipment, Stores and Supplies
Procurement of all stores, supplies and equipment required by the depart- 

™ent, as outlined in paragraph (b) above, was carried out by the Minister of 
. ra(k and Commerce using the Canadian Commercial Corporation as bis
instrumentality.

As I mentioned before this will now be done by the Minister of Defence 
reduction upon request of the Minister of National Defence as provided in the 
Apartment of Defence Production Act.

The procedure of procurement is for the department to forward a request 
loin the Minister of National Defence to the Minister of Defence Production 
® procure the particular stores, materials, supplies or services required by 

- ational Defence including an estimate of the cost of such items.
The Minister of Defence Production then makes appropriate arrangements 

0 obtain by purchase, manufacture, or otherwise, the items requested and a 
C0Py °f the acceptance of tender or contract entered into is sent to the chief 
reasury officer of the Department of National Defence, the controller general 

I mspection services and the department itself for record purposes. In instances 
''here the cost estimate by National Defence is found to be too low and the 
iin-cls encumbered consequently inadequate, the Department of Defence Produc- 
10n s° advises and the necessary amendments are made.

In cases where it is not possible to award a contract on a tender basis, for 
instance in the case of a newly developed equipment never before manufactured 
’n Canada, the Comptroller of the Treasury has an accounting officer audit the 
Progress made before moneys are paid out.
I All supplies and services are subject to inspection under arrangements made 
tlf nP con!r°ller general of inspection services, who is directly responsible to 

o Deputy Minister of National Defence. No stores, supplies or equipment are 
ccepted by the department which have not been inspected and found to be 
atisfactory. In this connection it should be pointed out that under the arrange- 
rots made with the controller general of inspection services the fabrication 

I?1*' final test of aircraft and ships are the responsibility of the technical officers 
0 ‘he service concerned.
• When stores, supplies or equipment arc received by the services they are 

mediately taken on charge bv the appropriate service authorities and invoices 
■re buly certified by the receiving officer that the goods have been received, are 

accordance with the contract and have been taken on charge. In the case 
s services rendered the certificate must indicate that these have been completed 
satisfactorily to the amount claimed. The certified invoices thereafter are 
Passed to the treasury officer who makes a further check that the supplies or 

rvices for which billing is made are in accordance with the prices, tenus and 
•r°visions of the acceptance of tender and that the commodities have been 
Çceived and taken on charge or the service duly performed and the account is 
cn Passed for payment.

<■ , Provision has been made for procurement of small items required in the 
e P through the local agent of the Canadian Commercial Corporation. Direct 

D^chase may be made by the services within very limited amounts to meet any 
0Te emergent requirement.

('°nstruction and Acquisition of Property
z . Alajor construction other than aerodrome development, as referred to in 
tl Aab°ye> required by the Department of National Defence is arranged by 
j-e Minister of Defence Production using in this instance Defence Construction 

J*nnted as his instrumentality. The procedure followed is similar to that for 
L Purement of stores and supplies, etc. A requisition duly approved and signed 

. the Minister of National Defence is sent forward to the Minister of Defence 
r°duction and contracts are arranged by Defence Construction Limited in
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accordance with plans and specifications furnished by the Department of 
National Defence. Funds are made available to Defence Construction Limited 
for the work to be undertaken by them on our account. The right of inspection 
of all work arranged by Defence Construction Limited rests with service engineers 
although supervision is carried out by the former agency.

Contracts for minor construction projects and maintenance of property, 
involving as they generally do a mixture of contractual work and labour directly 
supervised by service engineers, are arranged directly by the Department of 
Defence Production without the use of Defence Construction Limited under the 
same procedure as outlined above for the purchase of stores and supplies.

Aerodrome Development
In the case of aerodrome development, the Department of Transport is 

responsible for all government aerodromes other than those required for defence 
purposes and that department has the facilities to supervise development and 
arrange for construction of runways, taxi strips, etc. Except in special cases 
there is an arrangement in force whereby that department undertakes the 
placing and supervision of contracts for this type of construction for the account 
of the Department of National Defence. A requisition for construction of this 
nature, duly approved by the Minister of National Defence is forwarded to the 
Minister of Transport and funds are made available to that department from 
National Defence appropriations for the work undertaken by them also on our 
account.

Where it is necessary to acquire property, an evaluation based on survey js 
made by independent authorities in order to verify that the price asked is fair 
and reasonable. For this purpose use is frequently made of property appraisers 
in other government departments, and if not, by a recognized real estate evaluator. 
In all cases approval of the Governor in Council is obtained and final settlement 
arranged through an agent appointed by the Department of Justice.

Printing and Stationery
All printing and stationery required by the department (item (e) above) 

is procured through the King’s Printer who undertakes to provide either from 
within his own organization or by outside contract. He therefore is given 
responsibility for the fairness of the charges made and the accounts are passed 
to the chief treasury officer of National Defence for payment.

Recurring Routine Charges
Items covered by (/) above, namely, the supply of water, light and power, 

etc. from municipalities and public utility companies are covered by agreements 
at authorized tariff rates or at special rates as negotiated. Payment of rentals 
for properties and buildings are covered by leases in accordance with authority 
given by order in council and at rates compatible with prevailing rentals in the 
locality.

Other Miscellaneous Items
Items which come under (g) fall generally under the heading of sundry and 

unforeseen or miscellaneous expenditures. Normally, financial provision is made 
under general headings on the basis of past experience for items such as uni
versity and other courses, recruiting expenses, costs of courts martial, legal fee®’ 
pilotage and canal tolls, etc., all of which are covered by regulation or spécifié 
approval by the Governor in Council.

Damage claims settled by litigation or otherwise, which involve an expendi
ture of over $500 are handled by the Department of Justice.
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Under this classification would also appear expenditures made in accordance 
with special votes approved by parliament, such as grants to military associa
tions, service pensions, etc., details of which are of course set forth in the printed
estimates.

It will be noted from the above that generally with the exception of property 
acquisition other than in relation to aerodromes and a number of specialized 
arrangements relating principally to training, the Department of National 
Defence is not concerned in the negotiation of contracts. This is done by other 
branches of the government having special experience and resources in their 
Particular fields and avoids the necessity of a large staff for this purpose in the 
department. While we retain the right in all cases to say whether or not an 
arrangement negotiated should be proceeded with or not, as it is generally a case 
°f weighing the military requirements, and also the right to determine whether 
or not the product meets the specifications provided, actual negotiation and direct ' 
relationship with the contractor rests with others.

I may say that distribution of stores, etc., use of accommodation and all 
jnatters involving expenditures are subject to audit and supervision, not only 
by various authorities outside the department, such as the Comptroller of the 
Treasury and the Auditor General, but within the department by the internal 
audit unit and of officers under the direction of the minister.
Revenues

Revenues received by the Department of National Defence arise generally 
from rentals of lands and buildings not immediately required and cropping 
arrangements under lease and licence. Considerable sums of money have been 
collected by way of rental of quarters to employees of contractors engaged in 
construction for the Department of National Defence and other government 
departments’ civilians working in areas operated by this department. Com
missions arc obtained on public telephone services provided in D.N.D. property 
aod in this connection substantial sums are recovered for transmission of private 
and commercial messages through stations of the Northwest Territories and 
*ukon system.

Where revenues are obtainable the chief treasury officer of the department 
~ notified and action is taken by him to ensure that the moneys are collected.

be amounts collected are reflected in the statement included in the public 
accounts each year.

The Vice-Chairman: Gentlemen, you have heard the statement of the 
deputy minister. You will now want to embark, I presume, on some of the 
denis to which he referred in his statement.

Mr. Fleming: I suppose, Mr. Chairman, we can use the statement as a basis 
or questions on points arising out of it, confining ourselves to its terms for the 

moment. May I first of all start with a question of a general nature, in view 
0 bhe outline vou have given us of the method of control of National Defence 
exPenditure.

By Mr. Fleming:
Q. Mr. Drury, you have had an opportunity to see these methods of 

control at work. Are you satisfied with the machinery, as machinery, and with 
f-be efforts that are being made with regard to the future to avoid waste and 
overlapping or excessive expenditure?—Â. Mr. Chairman, I do not think one 
should ever be satisfied with a machine as it is set up or in operation, that it 
18 entirely satisfactory. It is our constant endeavour to improve it in any way we 
can, but for the time being I am of the opinion that it meets the bill as far asit 18 Possible to do so.
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Q. Well, then, there may be certain things which can be improved. I 
wonder if you can indicate to us whether there are any weaknesses in your 
present machinery of control?—A. So far as the machinery of control being 
inadequate is concerned, my personal view is that it suffers perhaps from too 
much in the way of detailed control. The machinery as of the date of these 
accounts has been modified subsequently to permit of a greater measure of 
decentralization of control, and in consequence of this more work is being trans
acted more expeditiously. This process of decentralization of authority is a 
continuing one and an important step in the right direction.

Q. Are you speaking of this decentralization of control within the depart
ment or throughout the government generally?—A. Both.

Q. You spoke of the preparation of these accounts ; I think that was the 
expression you used. To what particular period are you referring, and what 
has been the consequence of these decentralization measures ; and has there been 
time to judge of their effectiveness yet; what have they accomplished?— 
A. Possibly I should speak of some of the measures in the department itself- 
As perhaps the committee know, by training service officers are not impressed 
with the necessity for caring too much about the expenditure of money. Their 
job, and rightly so, is to get on with preparing themselves to fight a war, and in 
the natural course of events the insistence is on acquiring the best possible equip
ment for their men and the best possible method of training for them. And for 
those who have had experience in war, they have a background of events where 
expense is really not the principal feature at all, but rather the meeting of 
urgent demands of various kinds. This, of course, has resulted in unwillingness 
to entrust the expenditure of large sums of money to service officers and in 
making it essential that there be a civilian control at every stage, even with 
respect to very minor expenditures indeed. We have felt that it should be possible 
to inculcate a feeling of financial responsibility among the service officers, and 
that the only way to do that is to entrust them regularly with larger responsi
bilities in respect to expenditures. And I mention here (on page 5) that provision 
has been made for procurement of small items required in the field through the 
local agent of the Canadian Commercial Corporation. Direct purchase may be 
made by the services within very limited amounts to meet the more urgent 
requirements. The various general officers commanding, or officers commanding, 
and flag officers, have increased authority now—since the date of this document, 
(1950) we have increased the amount which a general officer or a flag officer out 
in the field can expend without requiring approval of the department at Ottawa- 
This has been useful in that it has speeded up the transaction of business and 
reduced the volume of paper work. There have been no abuses of this increase 
in authority by the services concerned, which would lead one to believe that this 
should be progressively increased. This in my view is satisfactory and some
thing which we should continue. It is becoming, of course, at this stage increas
ingly necessary with the enlargement of the defence program. It is a rather 
difficult operation for one man or one small body at Ottawa to scrutinize in detail 
every item involved in such a program.

Q. What proportion of expenditure since this new policy was embarked 
upon has been made in this way by officers and staff in the field?—A. I do not 
know.

Q. Is it greater?—A. It is a very small proportion.
Q. Can you give us any idea? Would it be 5 per cent?—A. I do not think 

it would be that much.
Q. Then it is really something in the nature of an experiment at the 

moment?—A. It is really an educational measure, the result of the application 
of a new policy.
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Q. You indicated the view of the department that this was just an experi
ment. I think you also said that service personnel are not always as interested 
in confining expenses as they are in getting results whether it be better equip
ment or better training methods. What have you to say as to the relationship 
of the three armed services in this respect, their relationship to one another?
A. You mean you want me to compare them?

Q. Yes.—À. That, I suggest, would be invidious.
Mr. Sinclair: Hear, hear.

By Mr. Fleming:
Q- You spoke about efforts on decentralization. We have heard a good 

oeal in the post-war years about consolidation and unification. Now, how are 
these two tendencies meshed together with reference to relative expenditures of 
the three defence services?—A. Well, they are in slightly different fields. The 
consolidation or unification is related to general practice which all three of the 
services follow, and this decentralization from the central civil authority at 
defence headquarters to service officers in the field. Now, the amount of financial 
authority, the degree to which financial authority has been granted to service 
officers in the field is the same for each of the three services and they are on the 
same basis. There has been no differentiation between them. To do otherwise 
Would be a step away from unification. It has been rather within the frame
work of unifying or co-ordinating the three services, that decentralization has 
oeen carried out. I do not think I made that perhaps as clear as I should have, 
out as I understand it the two are not at all incomparable.

Mr. Sinclair: If I might be permitted to interrupt, I take it that what you 
are dealing with now is more the unified units than with separate units?

The Witness: That is right.
Mr. Sinclair: And that in this way you limit the amount of expenditure 

authorized by the commanding officer, and I presume by other officers down the 
me. Would you give us the actual figures, the spending authority for the officer 

commanding, so we can know what it is that you have in mind when you refer 
0 these unified services.

Mr. Fleming: And we might have that for the three services.
Mr. Sinclair: Well, they are all the same, that is what he said.
The Vice-Chairman: Yes, they are all the same; he said they are all the 

ame> so he might give it to us for one of the services.
1 he Witness: Well, Mr. Chairman, what I brought along was the statement 

°r 1950, and I haven’t got with me the figures for the current year.
The Vice-Chairman: Stick to the statement ; we are dealing with the 1950

accounts.
The Witness: In ,1950 the general officer commanding or the area com- 

tander, or the commander for the northwest highways system, was entitled to 
! urchase materials or make contracts for the repair and maintenance of buildings 
, ,a maximum amount of $1,000 without securing prior approval from national 
cience headquarters.

. Mr. Sinclair: Then, what is the authorization for the next down in the 
chain .of authority, for instance, the station commander in the case of the Air 

°rce; what amount would he be authorized to expend?
The Witness: This is from the table I have before me here. For instance, 

le commander of ordnance stores would have the authority to purchase with 
<K9rvfCk t0 generM items, not to exceed $100, for general stores, and not to exceed 
'AlO for technical equipment or for the purchase of equipment relating to heavy
engineering.
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Mr. Fleming: Would you care to put that on the record?
The Witness: It is a very long table. I would be glad to put it on the 

record for what it would be worth to the committee. As you see, it covers some 
six pages and refers to various authorities in relation to the different types of 
stores and other matters in respect to the three services.

Mr. Sinclair: The area officer commanding, or the general officer com
manding, only has authority to expend up to $1,000 at one time, and the station 
commander has the authority to spend only $200. I do not think there is very 
much to be gained by putting a table of that kind on the record when it relates 
to such small amounts.

Mr. Fleming: I suppose one could only judge that in the light of the overall 
total of expenditures which have been made by the officers concerned, the 
officers who have been given this authority to make expenditures. If we had 
the figures of all expenditures it would enable us to see whether there would be 
any advantage in our going into details at that time, Mr. Chairman. Perhaps 
we might have a look at that later. Have you seen it, Mr. Chairman?

The Vice-Chairman: I have not seen it. This is the first I have heard of 
it, and I must say that I was rather startled at the figure of $100 for an ordnance 
officer. I had supposed that perhaps he would have considerably more authority 
than that, it seems to me that the amount of $200 for an—

Mr. Sinclair: Ordnance depot.
The Vice-Chairman: Ordnance depot, yes, is rather small.
Mr. Fleming: These authorities are obviously only for small amounts. The 

only question is the number of such purchases that might be made under such 
authority. I suppose a strict supervisional check is exercised on that.

Mr. Stewart: While I have been listening to this it occurred to me that it 
might be of some help if we could have the details of how this thing worked 
out during the year 1950, the fiscal year under review. That might be some help-

The Vice-Chairman: Mr. Drury says that he will endeavour to get that 
statement. There seems to be no reason why this should not go onto the record. 
In the meantime, if any members of the committee would like to look at it, it is 
available to them. Have you an extra copy of that?

The Witness: No, not with me, sir.
The Vice-Chairman: Well then, if you will let us have that one we will 

have it recorded in today’s proceedings as an appendix.
Mr. Wright: Yes, I think that would be a good idea.
Mr. Sinclair: I was going to ask one question there. These people, the 

field commander, the area officer commanding, and so on, I take it are authorized 
to make these expenditures only in unusual cases, in cases of emergency, and in 
any case where the expenditure amounts to more than that authorized $1,000, 
he would require the approval of headquarters?

The Witness: That is correct.
Mr. Sinclair: Then, this is really only an emergency authority.

By Mr. Fleming:
Q. Is this for emergencies only?—A. These are emergencies which are not 

met by normal and customary supply means.
Q. It amounts to this then, that he is not going to go out and buy his 

ordinary supplies in this way at all. I did not understand from what Mr. Drury 
said that this authority was limited only to emergency cases; this is purchases 
by officers in the field.—A. In the ordinary course of events, for example in the 
case of $200, or $100 for the ordnance officer; an estimate is made by the local
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ordnance officer as to the scale of requirements for the following year. That 
applies more particularly to his ordinary requirements, what he would need for 
the following year, that appears in the estimates, and provisioning is done through 
the Department of National Defence. This is the ordinary course of events 
for the various requirements for the year. There are cases, however, where the 
local ordnance officer did not make a right estimate as to his particular require
ment of a certain item and a need develops, he finds he needs one or two more; 
so rather than prepare a contract demand and put it through all the machinery 
here at Ottawa—they want one extra tire for instance—he is authorized to buy 
It locally. In this sense he is meeting an emergency requirement such as an 
extra tire which he can obtain through local purchase.

Q. I suppose the practice is one which is increasing under this new plan?— 
A. In volume, yes. There has been a change, an increase in this authority.

Q. What are the rates of the increase?
The Vice-Chairman: Just wait a moment, please. I think we are getting 

rather far afield. We are limited, as you will recall, in our investigation here to 
the 1950 accounts, and to what they were at that time. We have nothing to do 
with the 1951 estimates. They are not before this committee or the House yet.

Mr. Fleming : I am merely asking information as to what was done.
The Vice-Chairman: The witness merely said that it had been increased. 

He should not be asked to deal with it at this time, because it does not come 
within this scope of our reference.

Mr. Fleming: He said there was an increase.
The Vice-Chairman: Yes, but that was subsequent to March 31, 1950, 

which is beyond the scope of our inquiry.
Mr. Fleming: Mr. Chairman, I never understood that this committee was 

confined to events ending as in this case March 31, 1950. Surely, that has not 
f>een the practice of a committee of this kind.

The Vice-Chairman : I will read from the order of reference, Mr. Fleming. 
It was read at our first meeting, and it is this: “Ordered—That the Public 
Accounts of Canada and the Report of the Auditor General for the fiscal year 
ended March 31, 1950, which were tabled in the House on Wednesday, Jan- 
Uary 31, 1951, be referred to the said Committee.”

Mr. Fleming: Yes, Mr. Chairman; that is the volume of accounts, certainly. 
We have not asked for any statement of any accounts for the intervening fiscal 
year- I have been a member of this committee for quite a few years, I think at 
least six, and I have never understood that we were limited strictly to the year 
covered by the report referred to us. These questions arise naturally out of 
Matters in that report, and they are certainly relevant. I don’t think we should 
°e limited in that way.

Mr. Sinclair: That was certainly the case last year.
Mr. Fleming: Let me give you an example in illustration of my point, 

koine of the members who were on the public accounts committee in 1947 will 
recall that the committee that year investigated considerable expenditures in 
connection with the administration of the Veterans Land Act. We had informa
tion given to us at that time which was right up to date. It started with the 
expenditures in regard to that year and the information was relevant in matters 
of administration within that year, and they were brought right up to date at 
mat time. We are not asking for the disclosure of any secret material. This is 
Material of a nature that might properly be given by Mr. Drury this morning 
When we are considering the authority given to officers in the matter of purchases 
M the field during the fiscal year ending in 1950. I think it is relevant that we 
should be given information as to what has been done in regard to the express
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instructions that have been issued officers commanding at points outside of 
Ottawa, in other words, in the field. This is not outside our reference, I submit, 
and it relates to this item in the public accounts.

Mr. Sinclaib: If that practice is to be followed, Mr. Chairman, then there are 
a large number of items in the 1950 accounts which can be projected forward into 
1951 with the result that that would make us rather a committee on estimates 
than on public accounts.

The Vice-Chairman: Is that not the danger, Mr. Fleming?
Mr. Fleming: No, Mr. Chairman, far from it. It is not a question of esti

mates here. This is not a committee on estimates, and under our terms of refer
ence cannot be. But where information is asked for in relation to 1950 accounts, 
I think it is perfectly proper for any member of the committee to seek to bring 
that information down to date. This question is about the scope of the authority 
given in reference to expenditures by field officers of the three services. It has 
nothing to do with estimates during the year.

Mr. Richard: Is not Mr. Fleming trying to get some information as to policy 
when he seeks to project this answer forward? Would not that relate to expendi
tures and expenditure authority in 1951?

The Vice-Chairman: That, of course, is the danger. Mr. Drury did say 
there was a change, some revision in 1951 from the authority in force in 1950. 
I thought that was a proper question, and the answer seems to relate to the facts 
that we were dealing with. But, as Mr. Sinclair has pointed out, if we are to 
permit that line of questioning on other matters coming before us in the public 
accounts they can all be projected into 1951. Then we get into estimates rather 
than staying on public accounts.

Mr. Stewart: Mr. Chairman, this is one case where the Chair has to rule to 
decide the question. I think the question put by Mr. Fleming is an effort to find 
out exactly what is being done and it really has no bearing on the estimates. The 
question is possibly a matter of policy and I think it is one which might be 
answered without creating any considerable amount of controversy.

The Vice-Chairman: Mr. Stewart, I thought there might be some leeway 
permitted in questioning. The witness did say that there had been a variation. 
I do not know what the variation is. As I said, we are limited by our terms of 
reference and in the past the committee has not seen fit to go beyond that. 
When we do go beyond that then we are certainly getting into the 1951 estimates.

Mr. Campney: Mr. Chairman, any of the variations to which you referred 
would reflect themselves in the accounts for this year.

The Vice-Chairman: I do not think it is very important at the present 
time. I do not know of anything that hinges on it. The witness has answered 
the question and I think it should be dropped.

Mr. Fleming: I do not want to prolong the discussion now. In any event, 
the answer has been given, so I shall go on to another point. At this point I do 
want to make clear the position in case it arises later on. I must say that I am 
surprised at the interpretation that has been put on the discussion here this 
morning in respect to the question I was asking. I fully agree that this is not 
a committee on estimates. It cannot by its nature function as such. But this 
I think is a new departure, that a firm line should be taken now in this com
mittee in trying to confine questions to matters which actually occurred within 
the fiscal year to which the accounts now before the committee relates. There 
may be some members of the committee who have been on this committee 'longer 
than I have, but I have been on this committee for something like six years, and 
I recall that in a couple of years we went quite extensively afield. I do not 
recall the point ever having been raised before, that the matters of inquiry to be
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dealt, with by this committee should be confined exactly to the fiscal year under 
consideration. This item in the public accounts relates to a particular matter. It 
is perfectly proper, and I feel that it has always been so regarded for any 
member of the committee to follow through with a line of questions as to what 
occurred subsequently, and if there has been something amiss to try to find out 
what has been done since to correct it. We did that with regard to the report of 
the Auditor General in connection with practically every statement in his report. 
We see here that this authority has been enlarged, and I merely asked what had 
been done since. The witness gave us the detail as to how these authorities had 
operated ; and since he has gone so far as to say that the matter has been taken 
care of by what has happened since, I think it would be a matter for regret if 
anY firm line were set in this case. If that is done we are going to stifle the work 
of the committee, Mr. Chairman. I am not saying that in any spirit of division 
or friction at all. In the past we have conducted our inquiries in this committee 
without friction and I certainly don’t want to be the one to set up any friction in 
the committee. But I do think we should have the information.

Mr. Sinclair: Mr. Chairman, my point is this: there is a proper place to 
^sk questions relating to matters of policy, and that is when the estimates of the 
Department of National Defence are before the House. At such a time I think 
it would be perfectly proper for Mr. Fleming to say, for instance, that in the 
Public accounts committee the deputy minister told us that there had been a 
change in the authority to purchase in the field by commanding officers; to ask 
why that change was made, what effect it has had, and so on. He could do that 
when the estimates are before the House, and certainly he should not try to 
Project it forward from the 1950 accounts and try to bring out the policy of the 
department through a series of questions. I submit, Mr. Chairman, that is a 
uiatter of estimates and is going far beyond the scope of the terms of reference 
to this committee.

Mr. Thatcher: Mr. Chairman, I think a very important principle is 
mvolved here, when we are considering these public accounts. Certainly we 
are not going to be able to make any informed decision if you are going to rule 
out material of this kind which is vital to our consideration of the matter raised. 
Certainly the whole National Defence picture has been changed considerably. 
"e have a new department, the Department of Defence Purchasing. What is the 
use of going into what happened a year ago if it has all been changed? Surely 
u is sensible to allow this committee to find out whether these things are being 
done today. I cannot see why it should not be allowed.

The Vice-Chairman: Mr. Thatcher, we are here for the purpose of studying 
the public accounts, the expenditures of moneys by the Department of National 
Defence. We are not concerned, as I understand it, with the future expenditure 
°f moneys.

Mr. Thatcher: I was just speaking for myself.
The Vice-Chairman: We are not concerned with anything which has hap

pened since the 31st of March, 1950. That would not be within the scope of the 
committee. I read you the reference a moment or so ago, and the reference 
^eems very clear to me. The reference is, “That the Public Accounts of Canada 
and the Report of the Auditor General for the fiscal year ended March 31, 1950, 
which were tabled in the House on Wednesday, January 31, 1951, be referred to 
lue said Committee.” That is the full scope of our reference. That is what we 
were ordered to do by the House. That is what we are trying to do, and we are 
not projecting ourselves to do anything beyond that.

, Mr. Thatcher: May I remind you, Mr. Chairman, that the Prime Minister 
himself, on Hansard, stated the position to be that the committee would have 
every opportunity to ask about any defence expenditures in the public accounts 
committee. I would suggest that we ought to do that.
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The Vice-Chairman : Mr. Thatcher, it is not a question of my limiting the 
inquiry. The only matters before us are limited to the terms of reference to this 
committee, the reference is clear, in my mind. It states clearly what we were 
ordered to do. With respect to anything beyond that, it is available to any 
member to take up any matter relating to the present year on the floor of the 
House when the estimates are being considered. At such a time, when the 
estimates are before the House, questions could be put and answers requested 
along the lines indicated by Mr. Sinclair; that such and such a statement was 
made in the public accounts committee, that a change bad been made in this 
policy ; what was that change, and why was it made. Perhaps next year when 
we are here in the public accounts committee we will be able to have the question 
answered satisfactorily, and perhaps have it enlarged on also, but that oppor
tunity is not available to us at the moment.

Mr. Fleming: Mr. Chairman, I do not think that under the rules of the 
House wre can make any reference to anything that happened before the committee.

The Vice-Chairman: No, but any member can say that the public accounts 
committee has suggested such and such. He could do it by giving the information 
that there has been a change in the practice ; then he could ask what has been the 
change, why was it made and so on.

Mr. Larson : Mr. Chairman, there are 55 pages in the public accounts for 
1950 involving upwards of $380,000,000. It was certainly my understanding that 
we were to go through these accounts and find out what was done with that 
$380,000,000.

Mr. Stewart: Mr. Chairman, I think there is a danger of this committee 
finding itself very circumscribed. I do not wish to support the views of my 
colleague, the member for Moose Jaw, when he speaks about the opposition. I do 
not think that we in this committee should sit as opposition members or govern
ment members ; we are trying to do a job of work. In this case, as Mr. Sinclair 
pointed out, it would appear that Mr. Fleming’s question projects into the cur
rent fiscal year, the fiscal year ending March 31, 1951, that is. If you are going 
to make a strict ruling I do not know what the effect of it may be. I imagine 
one of our responsibilities and duties is to find out what has happened in a case 
such as this. I do not see how you are going to be able to make a recommenda
tion when you are told that changes and improvements have been made unless 
you find out why those changes have been made and what the effect is.

The Vice-Chairman: We are trying to get on with the work of the com
mittee. I am very glad to hear the views expressed by Mr. Stewart. We are 
sitting here as members of a committee rather than as members of a party. Let 
us get on with the questioning without pursuing this phase of it further at the 
moment.

Mr. Fleming: We are leaving the point open. You are not ruling on it.
The Vice-Chairman: Yes, leaving the matter open. Let us see whether 

we can get on.

By Mr. Fleming:
Q. Mr. Drury, you were talking about the relationship of the three 

services, have you found that the three services through their military per
sonnel are reporting all their needs; and have you found any degree of competi
tion among the three services for an enlargement of their purchasing or expendi
ture authority? Is this $1,000 sufficiently controlled by overall forms of control? 
—A. No. No competition.

Q. Will you just outline in a little more detail then, as apart from yoùr 
very useful memorandum, how these purchases by the three services are con
trolled, and how they are handled by those who have the responsibility of co-
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ordinating tiiese activities?—A. As I mentioned very briefly in this memo
randum, a definite program is put forward as a consolidation to be considered 
by the chiefs of staff committee, whose duty it is to pass upon the military 
characteristics and the military desirability of the items; you might say on the 
military desirability of the program, and that committee examines the pos
sibilities of effecting economics by eliminating duplication, or eliminating things 
which militarily are unnecessary. In addition to that is the examination by admin
istrative officers of the department to ensure that the estimates are correct.

Mr. Sinclair: Mr. Chairman, may I interrupt? Throughout all this evi
dence we hear the term administrative officer. I was wondering if there could 
be some distinction made between service officers and administrative officers. As 
I understand the term administrative officer as used by Mr. Drury, he is referring 
to the civilian administrative officer in the department. You are referring to 
civilians?

The Witness: That is right, I am referring to civilians.
Mr. Sinclair: I was wondering if there was not some way in which we could 

make a distinction in terminology as between the military and the administrative 
officer. Could Mr. Drury confine the use of the term officer to the military end 
of it? Would that help?

The Witness: I am rather opposed to distinguishing too much between 
military and civilian. I know that it is helpful to use the term civilian side.

Mr. Sinclair : I think it is important that we should have some clear cut 
distinction because you said earlier that military men by the very nature of 
their calling are more interested in getting the job done—and when you talk 
about the administrative side, the civilian side, you indicate that they work in 
terms of economy. I am sorry to have interrupted you.

The Vice-Chairman: How would it be if we call them administrative and 
service personnel.

The Witness: I think what is confusing us is my use of the term administra
tive officer. I use the term officer as distinct from a clerk.

Mr. Fleming: You might use the word “official”.
Mr. Nowlan: Veiy often officials may have been officers at some time.
The Witness: They may have been. To go on. When the program has 

men consolidated and screened as to the military necessity of all the items in it, 
t“e officials examine it again ; first of all to see that there has been no duplication 
°t requirement, either with respect to individual items or in respect to some 
services being provided under two separate headings, the same thing being in

separate parts of the program. This examination also goes into the question 
ot the validity of the estimates made, estimates of cost, by the application of a 
s°nes of factors based upon experience. We have found that the Services are 
Setting pretty expert at making valid estimates of costs, they have had sufficient 
experience since the war to come out with pretty well the right answers in the 
lrst place. Now, of course, it is becoming a little more difficult—but perhaps I 
riiould not deal with that.

The Vice-Chairman: No, you don’t need to mention that. I know exactly 
what you have in mind.

The Witness: Well then, strike that out. The consolidated program screened 
the official level is then the subj ect of discussions with the minister. He requires 

to bave produced to him a justification both military and civilian, for all the 
cxPenditures asked for. Following that, a similar justification by the depart- 
®ent; i mean by the minister, is made when he takes the matter before the 
Cabinet Defence Committee and cabinet. The result of this operation is that 
"’hen the man in the field says he needs, for instance, three extra guns at
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$30,000 each, his request has to go through a whole series of successive stages 
before authority or approval to get those guns is finally granted—the military 
necessity of those guns, the estimate on the cost of the guns is examined step 
by step—and this results in the final program which is approved being reasonably 
well trimmed to known essentials.

By Mr. Fleming:
Q. Are you satisfied that the co-ordination which has been effected 

has avoided a great deal in the way of duplication, that every effort is 
made to use equipment which may be available elsewhere before purchasing 
it outside?—A. Generally speaking, there is not very much equipment which 
is common to the three services. The armament of the army is not common to 
the air force, except in the case of ground defence equipment; nor is equipment 
similar as between the air force and the navy—there is a difference. Even with 
respect to electronic equipment, that tends to be different for each of the services. 
But where there are things in common as between the services we aim to provide 
a deficiency in one branch from equipment available in another where it is suit
able for the purpose; also, there are cases where one branch of the service may 
have an extra unit of equipment which it does not require and which is made 
available to the other services.

Q. Before any one of the three services declares an article of equipment 
surplus is it offered to the other services?—A. It is.

Q. Well, let us take some purchases which must be common to all three of 
the services, let us take wool, for instance. What has been the practice with 
reference to the purchase of wool? Do you consider the needs of all the services? 
—A. As a department we do not purchase wool. We make a requisition, or 
rather the minister makes a requisition, and the minister—at this period, of Trade 
and Commerce—now the Minister of Defence Production—he makes what the 
soldiers call an indent; requesting so many garments or so many blankets, so 
many felt boots. All these have a wool component. No doubt the Department 
of Defence Production themselves make a breakdown into basic commodities 
of the sum total of the requirements with respect to those basic commodities, and 
the Department of Defence Production then undertakes where it is necessary to 
secure the raw materials to satisfy that total requirement. There is no attempt 
on our part to say what our requirement of these basic materials is.

Q. For the calendar year 1950 what was the amount of the requirement for 
the different types of supplies that had basic wool in them; what requisitions 
were there for classes of equipment containing wool, for all the services?—A. In 
the year 1950—is that for the calendar year 1950 or the fiscal year 1949-50?

The Vice-Chairman: Yes, the fiscal year.
Mr. Fleming: For my part, I would say both.
The Vice-Chairman: No, we are dealing with the fiscal year.
The Witness: In the fiscal year 1949-50, there were no unusual demands for 

products containing a large element of wool. Our requirements for uniforms 
and our requirements for blankets were probably the main items, and our 
demands were only for our normal maintenance requirements and what would be 
sufficient to take care of the anticipated increase in strength.

Mr. Fleming: There has been an expansion in the requirements of the three 
armed services for equipment having a wool content since March 31, 1950?

The Witness: That is correct.

By Mr. Sinclair: <

Q. Mr. Chairman, questions have been asked about items of equip' 
ment which are common to the three services and what steps are being taken
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to avoid duplication, I would like to ask a question of a different kind, as to 
what the situation is with regard to such things as dental services and chaplain 
services and medical services, deficiencies in requirements in each of the three 
services. How do you balance the department in respect of the categories?— 
A. Of course it would have been better had you mentioned dental services.

Q. Well, take the services common to all three of our armed forces.—A. In 
the case of the chaplain service, each of the armed forces, the Navy, the Army 
and the Air Force, have their own chaplain service.

Q. Would it be possible, supposing the Army have a deficiency of a chaplain 
to have one transferred from one of the other branches, one of the other services? 
7~A. Theoretically, yes. Normally a chaplain is a chaplain to one of the services, 
hut he could be transferred from one service to another. The situation is the 
same with regard to doctors. In the case of dentists, however, we have but 
une dental service for the armed forces so no question of interchangeability arises. 
The dental corps is a single unit for all three services.

Q- If that is good practice for the dental corps why is it not good practice 
jfiso for the medical corps?—A. There are those who have argued that it would 
he useful to have a single medical corps perform for all three services. On the 
°jher hand, there are a good many doctors who argue that the role of the medical 
officer in each of the services differs so much that no advantage is to be gained 
by having a single medical corps. In connection with the Navy the medical officer 
has a very important role. Aboard ship he is the morale builder, the father 
confessor, in addition to his routine medical duties of giving out pills and that 
s°rt of thing. Most of the time his medical duties relate to purely minor matters, 
80 that the doctor aboard ship is required to give considerable attention to the 
uiorale of the crew. He makes himself useful by looking after their physical 
condition and to quite an extent he looks after the spiritual needs of those on 
hoard ; and to do this satisfactorily he must become imbued with an understand- 
mg of the Navy and of the spirit which animates it, and this is not a thing which 
can be acquired in the matter of a year or two. His job in the Army is quite 
different, and so is his job in the Air Force, and so far that is the practice which 
has prevailed. Here, again, I am going beyond the period under examination 
when I say it is something which we are continually examining in the light of 
actual conditions.

Mr. Cruickshank: Are there different rates of pay in the three services for 
he same rank?

The Witness: No, the medical officers, or any other kind of officer, are paid 
he same in each of the services.

By Mr. Thatcher:
. Q- It comes back to the question raised by Mr. Fleming. I wonder 
! Mr. Drury can say whether it has been the practice of the department 

0 stockpile some of these end products.—A. In the fiscal year 1949-50 there was 
Practically no stockpiling.

Q- But after that?—A. After that there was stockpiling.
Q- How about wool? What about that?—A. As I mentioned before, we do 

n°t stockpile wool.
Q- You place a requisition, how do you decide what is to be stockpiled?— 

■ We requisition the end product only, and our stockpiling is entirely of end 
cms- It might be said that we are stockpiling uniforms, but it is only in finished 

guipaient or items of that kind that we can be said to be doing any stockpiling, 
e certainly do not have any bales of wool or cotton, just the finished product.
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By Mr. Fleming:
Q. Then as a matter of policy, you do not requisition for the purpose of 

stockpiling such items?—A. We did not generally as of 1949-50.
Q. I mean, in advance of the time they are needed.—A. I think what you 

have reference to, Mr. Fleming, really is a matter of policy related to this year 
and is disclosed in this year’s program which the minister has not yet spoken to 
in the House.

Q. I am not talking about the year ending April 1, 1951. There has been 
some trend in that direction since 1949?—A. Yes, as I mentioned to Mr. Thatcher, 
there has been a certain amount, a beginning of stockpiling.

By Mr. Cruickshank:
Q. In the matter of the transportation of service persorfcel, it has been my 

observation that members of the air force receive better accommodation when 
travelling than do soldiers. What is the present practice in that connection?— 
A. It is precisely the same in the case of all three services, each gets precisely 
the same class of accommodation and travelling allowance.

Q. What I am getting at is this, that during the war I know that the 
personnel of the army did not get as good accommodation when they travelled 
as was available to the airmen. They always had a better type of accommoda
tion than was available to army men.—A. It is not so now, or at any rate not 
this year.

By Mr. Thatcher:
Q. There was one remark Mr. Drury made just before that. As I under

stood it he said that the efficiency of the department might be improved if there 
was not so much detail. Am I correct? Is that not what you said, that there 
is too much detail in these various reports that are required?—A. The process 
of business might be expedited if there were less detailed control.

Q. I am thinking of this question, Mr. Drury ; as a layman I have found H 
difficult to understand why at National Defence headquarters there should be 
almost 5,000 officers and civilians. Are a large number of them employed on 
this detail work of which you speak? Suppose there was a requisition for three 
guns, would it have to go from one branch to another and be re-examined and 
that sort of thing? I am wondering if that is why you have these 5,000 people 
down here at defence headquarters in Ottawa.—A. No, Mr. Thatcher; they do 
not all do that.

Q. I know they do not all do that.—A. There are a number of both service 
and civilian people concerned with this consolidation and making up requisitions 
on the Department of Defence Production. Now, in most instances you cannot 
do away with that except by giving the local command full autonomy to go out 
and purchase on their own. In order to do that efficiently their staffs would 
have to be augmented tremendously to enable them to buy economically and 
expeditiously.

Q. Would you have any idea how many at defence headquarters would be 
engaged in detailing in connection with purchasing?—A. I would hesitate to 
give you those figures offhand.

Q. I mean, is it possible for us------ A. I could get it.
Q. You could get it?—A. Yes.
Mr. Stewart : What about the stores on hand at the end of the war, has there 

been an entirely new stock?
The Witness: The stocks left on hand at the end of the war have been pretty 

fully exhausted.
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By Mr. Fleming:
Q. In connection with that, I was asking you earlier about the consolidation 

of these surpluses. Before any articles are declared surplus do you make any 
effort to find out whether they can be used by the other branches of the service? 
Also, have you on occasion had requisitions for the repurchase of any equipment 
or properties which were declared surplus and disposed of by the government?— 
A. Yes, we have.

Q. And have you on occasion taken any of that property back into the 
Department of National Defence?—A. Yes.

Q. Could you furnish us with a detailed statement of all such equipment 
and property which was declared surplus and sold as surplus, and later re
acquired by the government?

Mr. Sinclair: What reference has that to these accounts?
The Vice-Chairman: His statement was that he could do that.
The Witness: Yes, it is possible, but it will take me some time.
Mr. Fleming: I think this is a matter which requires qualification and 

°nc with respect to which we should have some detail. Speaking for myself 
I would like to have it.

The Vice-Chairman: There is no objection to that. It is within the scope 
°f the terms of reference to this committee. I do not know, Mr. Fleming, if 
you are asking for a ruling. I can make one if you want it, but I am trying 

give the committee as much scope as I possibly can within the limits of the 
reference.

Mr. Thatcher: And you are doing very well, Mr. Chairman.
The Vice-Chairman: Thank .you, but I want to get on. I think this is 

one °f the matters in which everyone in the committee is interested. If it gets 
out of hand I will call it to the attention of the members.

Mr. Fleming: I just wanted it to be clear on the record. I am speaking 
°f articles of property which were acquired up to March 31, 1950. I think 
Members of the committee will agree that that information would be a good 
h'ng for us to have brought down to the committee. I do not want the chair- 

|'?an to make a ruling, I think it would be unfortunate if he made a ruling of 
oat kind now, because we are going to be faced with this problem many times 

ard I think all of us want reasonable latitude in access to information. We 
^ant to, see this matter disposed of on a just basis, not a doctrinaire basis ; 
ut on a basis of good sense. A ruling at this time might be embarrassing, and 
wanted to make my position clear on that.

Mr. Sinclair: The place for questions of that kind surely is on the order 
Paper in the House of Commons. They are all purely technical questions and 
[f ate more to estimates than to the public accounts now before its for study, 
ae public accounts for the fiscal year ending March 31, 1950.

Mr. Thatcher: Questions of that kind were asked here.
0, Fhe Vice-Chairman: Questions of that kind appear to me to be outside 
fo r Presenit public accounts. This is a new year. Last year you kept asking 

r the defence accounts but the committee did not for various reasons get 
ound to a consideration of them, it was occupied with other things, and we 

not get around to the defence accounts. We are prepared to go a long 
j, P with you, but you will have to confine your remarks more closely to the 
j ,er.pnÇe before the committee. I would like to see some questions on the 
naif' S *n Public accounts which are before us here and which involve many 

Ses, all of them dealing directly with accounts, 
stat ^r" Fleming: We are here this morning asking questions on the general 

enient which Mr. Drury has made. He is our first witness.
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The Vice-Chairman: That is right, we are considering his memorandum 
this morning, and maybe we will pass on to a detailed study of the items in 
the public accounts, as we were instructed to do. Let us get on with our 
questioning.

By Mr. Fleming:
Q. I have another question here, Mr. Chairman. It arises in regard to the 

question of personnel. I think it will be of interest to the committee to know 
the relative numbers of civilian and military personnel in the department at 
the various levels, say; if there had been any trends in the past, let us say, two 
or three years. I presume you have the figures handy. If you would1 give us 
a table of figures, whatever may be in order—for instance, have you the 
quarterly figures?—A. I was just trying to find what you are seeking in the 
report of the department which was tabled in the House. Mr. Chairman, 
at page 93 of the report of the department for the fiscal year ending March 31, 
1950, there is a table of the number of civilian employees as of March 31, 1949, 
and a corresponding item for March 31, 1950, broken down under the headings 
of departmental administration, army service, and air service; at Ottawa, and 
outside Ottawa; and again broken down to in Canada and outside of Canada, 
and a further classification as permanent or temporary.

Q. What I had in mind was a table based on that classification but giving 
figures at quarterly intervals to show trends. I would like to have it for the 
period of the last three years. If it is not available perhaps it could be prepared.

The Vice-Chairman: Well, Mr. Fleming, I presume it would be in the 
report of the Department of National Defence in the previous years.

Mr. Fleming: That would give it to us for the whole of the department f°r 
the year only. I thought we should have it for quarterly intervals, and for at 
least the three-year period which I indicated, so it would show the trend in 
that respect.

By Mr. Fleming:
Q. I think on this matter of civilian personnel you made reference in your 

memorandum to the fact that the department was partly staffed by military 
people and partly by civil service personnel, and in that connection I think y°® 
referred to the fact that there were certain civilian personnel in the departmen 
who were not under the Civil Service Commission?—A. Yes, the deputy minister 
and associate deputy ministers, and the employees of the Defence Research 
Board do not fall within the responsibility of the Civil Service Commission.

Q. None of them?—A. None of them. Under the Act the Defence Research 
Board has authority to employ directly those whom it needs for its specia1 
purposes. In practice, however, the conditions of employment are virtually tjie 
same as for employees under the Civil Service Commission and there is the 
closest liaison between the Defence Research Board and the Civil Service Com' 
mission to see that these appointments are kept in line. In addition, however, 
perhaps I should mention casual labour.

Q. Yes.—A. Employees of the department. They do not come under the 
Civil Service Commission. For instance, if a local engineering oEcer has to have 
a ditch dug he will himself hire directly local labour for the purpose. These 
people do not come under the Civil Service Commission. They take them 00 
independently of the Civil Service.

Q. Have you figures available to indicate the amount of expenditure i® 
respect of casual labour?—A. There are figures here for the 1949-50 period »nd 
previous years of the numbers of casual labour.

Q. This is casual labour?—A. Yes, it is shown there on page 93 of the 
departmental report.
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Q. I suppose they are employed for extended periods during the year?— 
A. They may or may not be, it depends on the kind of work they are doing.

Q. The figures you are referring to are in your report?—A. Yes, at page 93.
Q. And it indicates the periods during which this local and casual labour 

was employed?—A. That is right.
Q. Have you figures showing the total expenditure?—A. Not broken down, 

but I could obtain that for you.
Q. You can get it for us?—A. I can get it, yes.
Mr. Fleming : Thank you.
Mr. Sinclair: I would like to follow up Mr. Fleming’s question as to civilian 

employees in the service. I remember in my own service days that there was 
a difference between the army and the air force and the navy, that in the navy 
most of the shore personnel were civilians, whereas in the army and the air 
force you expected it to be under military personnel. Has this headquarters 
service resulted in the same sort of situation developing in all three services?

Mr. Cruickshank: That would be in your local units.
Mr. Sinclair: I am inquiring about headquarters service. Have you been 

watching things in that regard?
The Witness: Mr. Sinclair, we are proceeding on that line. We have 

embarked on it but it cannot be accomplished in the course of one or two years.
Mr. Fleming: What you have now—
The Witness: Is a mixture.
Mr. Sinclair: Yes, of civilian and service personnel.
The Witness: Yes, civilian and service personnel.
Mr. Fleming : Do you have a classification for casual labour?
Mr. Sinclair: Yes, they are casual labour.
The Vice-Chairman: Are you speaking about the Defence Research Board?
Mr. Fleming : Yes, the Defence Research Board here.
The Vice-Chairman: Yes. The Defence Research Board operate under a 

special Act.
Mr. Boisvert: Do you anticipate there will be some saving in the 

matter of stores, equipment and the acquisition of supplies under the new 
system? Is that what the department are trying to do?

Mr. Fleming : That brings up the matter of projecting this discussion into 
the year 1951.

The Vice-Chairman: Yes, I do not think you should do that.
Mr. Boisvert: Perhaps I should leave that, then. It does seem to me that 

this is an important part of the statement.
Mr. Fleming : Hear, hear. It is a question of policy.
The Vice-Chairman: No, it is not a question of particular policy. It may 

he that it is a matter of general policy, but you are projecting the matter into 
the current year by suggesting the possibility of further savings.

Mr. Boisvert: I may be, and I will let it go at that.
The Vice-Chairman : If you would, please, thank you.
Mr. Boisvert: I have another question to a^k, Mr. Chairman. What pro

cedure is followed in keeping an inventory of equipment, weapons, stores and so 
on?

The Witness: Well, there is a continuous record of stocks held by each of 
the services maintained by them, and without too much difficulty each of the 
services can now produce a list of the items held in stock by it. This, of course,
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is essential in order to enable them to know what they are going to need to 
obtain in the following year, what they are going to have to procure, and they 
keep a record of complete and broken lines at all times.

By Mr. Fleming:
Q. How about handling these contracts, purchases that are made under this 

special authority by officers in the field as a part of this policy of so-called 
decentralization?—A. First, perhaps, I should clear up a misunderstanding. 
Almost since time immemorial officers in the field have had what was known as 
an imprest account, which perhaps in civilian life would be called an expense 
account, authorizing them to make,local expenditures on their own responsibility. 
This special effort at decentralization is merely to increase the amounts of these 
authorities. It is not something which they never had before. It is merely an 
increase in the amount of the authority. I think most people will agree that 
the authority they have had in the past has been nominal rather than real, and 
it still is in relation to the responsible nature of the duties they discharge, perhaps 
nominal rather than real; but it is something they have always had on a very 
much lesser scale. Now, as regards the actual payments, the accounts are 
handled as many others are. There is a certificate from the responsible officer 
that the goods have been received and taken on charge, and are satisfactory; 
that the price is fair and reasonable; and then payment is made by the local 
accounting officer himself ; or, if the purchase has been made through the local 
agent of the Canadian Commercial Corporation, which corporation has agencies 
in most large centres, then the bill is rendered directly to Ottawa.

Q. In some cases is payment made directly by the officer making the 
purchase?—A. By the officer making the purchases.

Q. How extensive have these purchases become in any one place; I mean, 
in the case of an officer having authority to make contracts up to $1,000; how 
many such contracts can he make?—A. He has the power to make contracts up 
to $1,000 in any one case, it then becomes a question of judgment as to what is 
necessary.

Q. Of what it is necessary to purchase locally and the general scope of the 
activity?—A. There is a monthly limit on the amount authorized ; there is also 
a monthly ceiling on the volume.

Q. That would appear in the statement you filed with the committee this 
morning?—A. Yes.

' Mr. Sinclair: Is there any difference in the limit given an officer of a unit 
at home as compared with one in the field?

The Witness: There is, yes. For instance, captains of ships in foreign 
waters have no limit placed on their authority to enter into contracts for urgent 
repairs, salvage or things of that kind. But they have got to answer for any 
mistakes they make.

By Mr. Fleming:
Q. Then, Mr. Drury, at this point I would like to refer you to page 7 of 

your statement, about three-quarters of the way down the page, and I would 
like to ask if you could give to the committee a statement of recruiting expenses, 
and I would like to see it cover the last couple of years and indicate as far as it 
may be possible—I do not know whether it is possible—how much of the expendi
ture in any one year is attributable to any particular recruiting campaign; and 
further, if it is possible to separate it, to indicate figures as between campaigns, 
for the active forces on the one hand and the reserve on the other hand. Can 
you let us have that?—A. Such a breakdown would be quite difficult and would 
be bound to be purely arbitrary.
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Q. On what basis are departmental records kept in reference to expenditures 
of this kind? Do they show so much for radio, so much for newspaper advertis
ing and so on? Could you segregate it along the lines I have suggested as to any 
particular campaign during the year as between the active and reserve forces? 
—A. That, I think, would be quite difficult. As I say the result would be entirely 
arbitrary. Almost any type of advertising or radio program endeavours to 
emphasize the merits of the armed forces, both with respect to the active service 
force and the reserve force; but how to apportion the cost of a particular program 
would be difficult for me to say.

Mr. Fleming: I will not stress that, if it is not possible to separate the 
expenditures in that form ; but in any event if you could do so I wish you would 
give us a breakdown of expenditures for recruiting over the past two years; a 
breakdown in the way the department works it out under the headings of classi
fications of activities. I do not want to ask you to devote too much time to it, 
but I would like to have that. Would you care to indicate now, Mr. Chairman, 
whether or not that is in order?

The Vice-Chairman: It seems to me that involves a great deal of work. 
I do not know when he is going to be able to get this breakdown for you.

Mr. Fleming: Well, Mr. Chairman, I would like to have it.

By Mr. Fleming:
Q. Then, page 8, near the bottom of the page, there is a reference to revenue 

received by the Department of National Defence which arises generally from 
rentals of lands and buildings not immediately required, and cropping arrange
ments under lease and licence. I wonder, Mr. Chairman, if we could have a 
statement with regard to these revenues for the last fiscal period broken down 
into the various relevant classifications.—A. You mean for the fiscal year
1949-50?

Q- Yes.—A. It is in this document here.
Q- What page?—A. Generally speaking, starting on page N-3, in the public 

accounts of Canada for the fiscal year ended March 31, 1950.
Q- That is not a breakdown.—A. The breakdown occurs in subsequent 

Pages. For instance on page N-4 under the heading naval services we have 
rentals of lands and buildings, $14,844.80; and rentals for quarters, $11,167.56; 
>, °fib°r rentals and permits, $12,166.88. Then there are other miscellaneous 
m'n's other than rentals. The same with the air service, rentals of lands and 
mldings, $66,856.99; rentals for quarters, $676,788.07 ; other rentals and permits, 

”'1,626.50. And the army, which is on the previous page: rentals of lands and 
windings, $77,901.86; rental of quarters, $546,393.12; other rentals and permits, 
$15,028.39.

. Q- I wanted to get the details of these items of revenue. Are you in a 
Position now to give us the detailed information on any one of these?—A. You 
IT1ean those in here?

Q- Yes. Take for instance on page N-3, D, war and demobilization receipts 
armed services—sale of surplus assets to auxiliary services organizations, 

”150,000; can you give us the details of that?—A. No, I have not got the details 
s i° bow that sum is made up, or the precise items involved.

• Q- When we come to that will you be in a position to furnish us with that 
«formation?—A. Yes.

.The Vice-Chairman : Mr. Fleming, regarding an item of that kind, as I 
now—y°u arc talking about an item of $150,000—the information you are 

ndeavouring to get will no doubt have to be specially prepared. I think the 
„teTïl.kcrs °f the committee should indicate in advance the items in which they 

interested so that the witnesses appearing before us may be in a position
1 supply 'the information. I assume this involves a considerable amount of ivork.
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The Witness: It does involve a fair amount of research.
The Vice-Chairman: Yes.
The Witness: And if there is to be a detailed accounting for each item of 

that $150,000 that will mean going into a great deal of detail.
Mr. Fleming: I quite appreciate that you would not have that type of 

information with you at this time, but I think as a committee we ought to 
have detailed information of that kind. As a member of this committee I feel 
that if we are going to do the kind of work that we should a proper statement 
should be made. I appreciate that it is not possible for that information to 
be given in detail now. Then reference was made to general contracts, page 8 
of the memorandum; and when we come down to a detailed review of the 
items involved I presume there should be ample notification given to the 
oEcers of the department so that they can prepare the material.

The Vice-Chairman: I do not wish it to appear that Mr. Drury comes 
here unprepared. It would not be possible for him to give us information such 
as this, because this is the sort of matter which involves a great deal of research.

Mr. Fleming: We all understand that, Mr. Chairman. We are dealing 
with general questions only this morning.

Mr. Thatcher: I would like to suggest that we should meet once again 
this week if possible.

The Vice-Chairman: That was the intention, but I would like to talk to 
the chairman before I say anything further on it.

The committee adjourned sine die.
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APPENDIX “A”
HQ 200-30-2 
12th May, 1949.

DEPARTMENT OF NATIONAL DEFENCE

Local Purchase Authority Direct from the Trade

Attached is approved revised list of officers and officials authorized to make 
local purchases direct from the trade. The attached list supersedes all previous 
similar lists.

In general, the increases in authorities as now approved have been granted 
to facilitate work in the field.

Particular attention is directed to the principle that the facilities of the 
Canadian Commercial Corporation are to be used in preference to direct 
purchases from the trade.

The strictest economy is to be exercised in order that the best use of funds 
may be made.

General instructions covering local purchases direct from the trade, dated 
17th September, 1947, are still applicable.

C. M. DRURY,
Deputy Minister.

Distribution:
C.G.S.
C.A.S.
C.N.S.
q.m.g.
a.m.t.s.
C.N.T.S.
a.g.
Inspection Board 
C.T.O.

DEPARTMENT OF NATIONAL DEFENCE
List of Officf.rs Authorized to Make Local Purchases Direct From The Trade

Maximum Maximum 
Amount Monthly 

of Order Amount
[) $ $

Minister of National Defence or Associate Deputy Ministers of
National Defence or Members of the Deputy Minister’s Office as dele
gated by him .................................................................................................  5,000

o, Naval Service
'2,re*. Provisions and Materials
Uaptains of seagoing ships when absent from Dockyards or Supply Bases. No Limit

Captains are authorized to purchase all requirements not carried in 
stores, including provisions, and to arrange for urgent repairs when 
away from H.M.C. Dockyards. Prior NSHQ authority must be ob
tained for all urgent repairs in Canadian ports other than HMC 
Dockyards.
(Note.—When standing contracts have been arranged for fuel, pro

visions or stores, requirements shall be secured through these
contracts).

pJlWwffitendent H.M.C. Dockyards, Esquimalt and Halifax ................. 10C 500
VUs of Naval Divisions ....................................................................................... 10 100

H-M.C.S. “Bytown”, Ottawa ................................................................. 10 100
a"1 cers-in-Oharge, Naval Wireless Stations (other than Churchill) .... 25 I0O
superintendent Naval Armament Depots, Kamloops and Renous .............. 50 100
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Maximum
Amount

Maximum
Monthly
Amount

Store» and Material»
Officer-in-charge, Naval Wireless Station, Churchill ................................
Director of Naval Stores ................................................................................
Naval Stores Officers; Montreal and Sydney ................................................

Air Stores and Material»
Officer-in-Charge, Naval Air Stores Depot, Dartmouth, N.S.....................

Urgent Repairs and Maintenance Work on Properties
Superintendent, H.M.C. Dockyards, Halifax and Esquimalt ...................
C.O.’s of Naval Divisions ..............................................................................
Officer-in-Charge, Naval Wireless Station, Churchill ................................
Naval Stores Officers, Montreal and Sydney ................................................
Superintendent, Naval Armament Depots, Kamloops and Renous .........

Urgent Repairs to Vehicles
Superintendent Naval Armament Depots, Kamloops and Renous ..........

Repairs and Modification to Armument 
Superintendent, Naval Armament Depots, Halifax, Esquimalt, St. Hubert, 

Sydney, Lynn Creek ....................................................................................
Demonstrations in Cookery School

Officer-in-Charge, H.M.C. Supply and Secretariat School .....................
Stores, Equipment, Services and Repairs of Mobile Equipment

Senior Canadian Naval Officer (Liaison), London, England .....................

$ $
50 200
25 300

100 500

25 100

300 1,200
100 500
100 500
200 500
150 300

100 200

100 200

10 10

£25 £50

Army

Engineeer Services (works and accommodation) 
GOC, Area Commander, Commander NWHS. .

Maximum Maximum 
Nature of Purchase Amount Monthly

of Order Amount
$ $

Materials or contracts 
for maintenance and re
pair of buildings

Materials or contracts 
for construction of ap
proved projects

Local purchase authority respecting materials or contracts may be 
delegated to Command Engineer Officer, Area Engineer Officer and 
Senior Highway Engineer NWHS for up to 8500; and to Detachment 
Commanders of Engineer Works Coys or OC Isolated Units as laid 
down by Command Engineer in Command or Area Orders for up to 
$100.

1,000

1,000

annual basis 
of 10% of 
funds allot
ted for such 
work.
as delegated 
by Deputy 
Minister in 
authority for 
such work.

Ordnance Stores

NWHS, Command and Area Ordnance Officers, 
CO Central and Regional Ordnance Depots,
CO No. 14 Coy ............................................

RCOC, NWHS, CO Joint Air School (Rivers, 
Man.), CO Fort Churchill ...........................

RCASG Stores and Supplies

GOC, Area Commander, Commander NWHS..

sought immediately from AHQ).
Command or "Area Supply and Transport 

Officers and SS&TO, NWHS .......................

Survey materials ......... 100 1,000

General Stores .............

Tech Stores and Spare

100 1,000
0

Parts ...........................
Mech Equipment and

200 2,000

Spare Parts .............
Heavy Engineering

200 2,000

Equipment and Parts.

Mise. RCA SC Supplies

200 2,000

and Services .............
RCASC Supplies and 

Services — emergency

50 150

requirements .............
re prior approval cannot 
rering approval must be

250

Hospital Diet Extras. . 
(per hospital)

50 200

Sick Bay extras ............
(per sick bay)

25 50
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Maximum Maximum
Nature of Purchase Amount Monthly

of Order Amount
$ $

Command or Area Supply and Transport Fresh vegetables and
Officers and SS&TO, NWHS ....................... fresh fruits in season

when supplied in lieu 
of contract vegetables 
covered by ration scale 250 2,500

"Mise. RCASC Supplies
and Services ............. 50 100

Note.—The following are excluded from the monthly ceiling imposed 
on “Miscellaneous RCASC Supplies and Services”.

(а) Provincal license plates, where an annual charge is levied by 
the Province concerned.

(б) RCASC supplies for issue on repayment to the Minister’s 
private car.

(c) Emergency purchases of petrol or lubricants and minor repairs 
to DND vehicles while on authorized journeys.

Purchases of the above must be reported as a separate item on
the monthly return of local purchases.

Repair Vehicles (RCEME Services)
GOC, Area Commander, Commander NWHS.. Repair of vehicles .... 500 5,000

Authority to be employed where necessary to make repairs at a 
location so far removed from local office of OCC or from RCEME 
Workshop that arrangements for repairs can be made more economic
ally, than through GCC district office facilities or return to RCEME 
workshop.

Authority may be delegated to Command EME, Area EME or OC 
No. 202 and 204 Base Workshops for amounts up to $500, total for 
month $5.000.

Ofsign and Development Items
Director Weapons and Development ............
Director Armament Development .................

Director Engineer Development .....................

Director Vehicle Development .......................

Director Inter-Serv. Development...................

Medical and Dental Stores
DO Central Medical Stores .............................
Command or Area Medical Officer or Officer 

i/c Command or A re ad Medical Stores....
Officer i/c Central Dental Stores.....................
DC No. 12, 13, 11 Dental Coys (Eastern, 

Central and Western Comds.) .....................

Signal Stores
Director of Signals ............................................
Command and Area Signals Officer: Officer or 

NCO in charge Northwest Territories Sta
tions, Officer in Charge Ottawa Wireless 
Station .............................................................

Officer in Charge NWT&Y Station, Edmonton,
Alta............... ......................................................

Officer in Charge Vancouver Wireless Station

Mise. Stores .................
Mise. General Stores 

Armament Develop-

25 , 100

ment ...........................
Mise. General Stores En-

25 200

gineer Development... 
Mise. General Stores Ve-

■50 300

hide Development.... 
Mise. General Stores

25 300

Clothing Development 100 300

Medical Supplies .......... 50 500

Medical Supplies .......... 25 50
Dental Supplies ............ 25 50

Dental Supplies ...........
(Restricted to certain 
specific artificial teeth 
and associated precious 
metal backings).

25 50

Signal Stores ................. 25 50

Signal Stores................. 25 50
each Comd, 
Area, Stn.

Signal Stores ............... 150 750
Signal Stores................. 50 100
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Maximum Maximum
Nature of Purchase Amount Monthly

of Order Amount
* $

Royal Military College Items 
Commandant .......................... Genera] Stores and

Clothing ........................
Tech Stores and Spare 

Parts and Laboratory
Supplies ........................

Meeh Transport and
Spare Parts ...............

Renewals and Repairs.. 
Training Aids and Mise.

Supplies ........................
Binding of Military and 

Technical Magazines, 
Book Mending Mater
ials, Book Plates and 
Second Hand Books 
not obtainable through 
normal channels .........

Canadian Army Staff College
General Stores

National Defence College
General Stores

Liaison Staffs
Senior Canadian Army Liaison Officer, LON

DON, England ...................................................... Stores, equipment and
services ..........................

Commander, Canadian Army Staff, WASH
INGTON, U.S.A...................................................... Stores, equipment and

services ..........................
Miscellaneous Items . .

Director Military Training .................................... Training Aids .............
GOC Eastern Command.......................................... Training Aids .................
GOC Quebec Command .......................................... Training Aids .................
GOC Central Command ......................................... Training Aids ...............
GOC Prairie Command ......................................... Training Aids .................
GOC Western Command.........................................  Training Aids ........

GOC may delegate purchase authority to Area Commander for 
orders up to $25.

Air Force

General and Technical Equipment, Spares and Services
Air Officer Commanding, Air Material Command ..............................................
Air Officers Commanding, Air Command Headquarters................................
Commanding Officers, Supply Depots, Repair Depots and Technical Ser

vice Units ...................................................................................................................
Commanding Officers, Self-Accounting Units ......................................................
Senior Canadian Air Force Liaison Officer, London, Eng............................

Mechanical Equipment Repairs and Spares
Air Officer Commanding, Air Material Command .........................................
Air Officers Commanding, Air Command Headquarters
Commanding Officers, Supply Depots, Repair Depots and Technical |

Commanding Officers, Self-Accounting Units ......................................................
Senior Canadian Air Force Liaison Officer, London, Eng............................

Airframes, Aero Engines and Ancillary Equipment, Repairs, Maintenance, 
Spares and Services

Air Officer, Commanding, Air Material Command .........................................
Air Officers Commanding, Air Command Headquarters
Commanding Officers, Supply Depots, Repair Depots and Technical 1

Services Units .......................................................................................:............... J
Commanding Officers, Self-Accounting Units ......................................................

Maintenance and Repairs to Accommodation and Egineering Works
Air Officer Commanding, Air Material Command .........................................
Air Officers Commanding, Air Command Headquarters............................
Commanding Officers, Self-Accounting Units ......................................................

Materials or Contracts for Construction of Approved Projects
Air Officer Commanding, Air Material Command .........................................
Air Officers Commanding, Air Command Headquarters .................................
Commanding Officers, Self-Accounting Units ..................................................

100 500

100 500

100 500
25 200

25 200

25 100

25 500

25 500

£25 £50

100 * 500

200 500
25 400
25 600
25 1,500
25 400
25 600

500 2,000
250 1,500

100 1,500
50 1,000

£25 £50

500 2,000

200 1,500

50 1,000
£25 £50

1,000 3,500

500 2,000

50 1,000

500 3,500
300 3,500
100 2,000

V

500 3.500
300 3,500
100 2,000
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Maximum Maximum 
Amount Monthly 

of Order Amount 
$ $

Inspection Services

Chief Administrative Officer .............................................................................. 1CM) 500
Administrative Officer, Quebec ............................................................................... 50 200
Head Clerk, Purchasing, Procurement and Disposal ........................................ 25 100

H.Q. 200-30-2 
18th July, 1949.

LOCAL PURCHASE AUTHORITY DIRECT FROM THE TRADE

A revised list of officers and officials of the Department authorized to make 
*°<!al purchases direct from the trade was issued under date of 12 May, 1949.

Certain minor changes have been made to the existing list. These have now 
been approved and are incorporated in the attached Amendment No. 1.

It is requested that the lists in your possession be amended accordingly.

C. M. DRURY,
Deputy Minister.
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DEPARTMENT OF NATIONAL DEFENCE
H.Q. 200-30-2 
18 July, 1949.

Local Purchase Authority Direct from the Trade

Page 2 Under ARMY—Ordnance Stores

Amendment No. t 
to list of authorities 
published on 12 May 49

Maximum Maximum 
Amount Monthly 

of Order Amount 
$ $

Delete C.O., Joint Air School (Rivers, Man.) 
Insert C.O., Joint Air Training Centre (Army)
Page S Under Repair Vehicles (RCEME Services)
Delete Heading and all detail
Insert Repair of Vehicles and Equipment (RCEME Services)

GOC, Area Commander,
Commander, N.W.H.S............................. Repair of Vehicles and

Heavy Engineering 
Equipment ................. 500

Authority may be delegated to Command EME. Area EME,
C.O. No. 202 Base Workshop or C.O. No. 17 Coy., RCEME, 
for amounts up to $500, total for month $5,000.

Repair to Equipment 
other than above and 
Technical Stores .... 300

Authority may be delegated to Command EME. Area EME,
C.O. No. 202 Base Workshop or C.O. No. 17 Coy., RCEME, 
for amounts up to $300, total for month $2,000.
Authority to be employed where necessary to make repairs at 

a location so far removed from local office of CCC or from 
RCEME Workshop that arrangements for repairs can be made 
more economically than through CCC District Office facilities or 
return to RCEME Workshop.

Page i Under Signal Stores
Insert Officer in Charge—Oshawa Wireless Sta. Signal Stores................. 50
Page S Under Miscellaneous Items
Insert Commandant, Canadian Army Staff

College ............................................ . Training Aids ................ 25
After Miscellaneous Items and detail

Insert (New Heading)
Recruiting Expenses (Other than Printing and Advertising)
GOC’s and Area Commanders............. Sundry Recruitingi Ex

penses other than 
Printing and Adver
tising ........................... 509

Page 6 After “Materials or Contracts for Construction of Approved Pro
jects” and detail

Insert (New Heading)
Recruiting Expenses (Other than Printing and Advertising)

Air Officers Commanding, Air Command Headquarters.......... 500
Page 6 Under “Inspection Services”
Delete All Detail
Insert Deputy Controller General ............................................................. 1

Chief Administrative Officer .......................................................  j lul
Head Clerk, Purchasing & Procurement ........................................ 25

5,000

2,000

100

50

500
100
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MINUTES OF PROCEEDINGS
House of Commons, Room 430.
Tuesday, April 24, 1951.

The Standing Committee on Public Accounts met this day at 11.00 o’clock 
a-M. The Chairman, Mr. L. Philippe Picard, presided.

Members present: Messrs. Anderson, Ashbourne, Boivin, Brisson, Browne 
(St. John’s West), Campney, Cauchon, Cavers, Croll, Decore, Fraser, Fulford, 
Harkncss, Holme, Kirk (Digby-Yarmouth), Larson, Major, Picard, Riley, 
Robinson, Sinclair, Thatcher, Wright.

In attendance: Mr. C. M. Drury, C.B.E., D.S.O., E.D., deputy minister of 
National Defence.

The Committee resumed study of Public Accounts relative to National 
Defence Department for the fiscal year ending March 31, 1950.

Mr. Drury’s examination was continued.
At 12.55 o’clock p.m., the committee adjourned to meet again at 11.00 o’clock 

a'm-> Thursday, April 26.
ANTOINE CHASSÉ,

Clerk of the Committee.
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MINUTES OF EVIDENCE
House of Commons, 
April 24, 1951.

The Standing Committee on Public Accounts met this day at 11 a.m. The 
Chairman, Mr. L. Philippe Picard, presided.

The Chairman : Order, please. I see, gentlemen, that for once it is not 
the chairman who is waiting for the members, but the members who are waiting 
t°r the chairman. I apologize.

At the last meeting a memorandum was read by the deputy minister and 
the discussion was on the memorandum so I think we can carry on from there, 
and if there are any other questions pertinent to that memorandum which was 
read at the last meeting we can carry on with those before we pass on to another 
order of business.

C. M. Drury, Deputy Minister, Department of National Defence,
called:

By Mr. Thatcher:
Q. Mr. Chairman, there are one or two items I would like Mr. Drury to 

elaborate on if lie would. On the first page of his report he made this statement:
Each of the Armed Services is responsible for putting forward its 

requirements to meet the program and at each stage of consolidation 
these are reviewed with a view to eliminating duplications and unneces
sary expenditure. Finally, each Chief of Staff having proposed a costed 
program for his Service, a consolidation of these Service programs 
is reviewed by the Chiefs of Staff Committee, administrative officers of 
the Department and officials of the Treasury with a view again to check
ing the validity of estimates of cost and ensuring that there has been no 
duplication of effort nor unnecessary expenditure.

Now, that raises a question in my mind as to what has been done about 
duplication in parallel departments as between the three services. Just to further 
Point out to Mr. Drury the information I would like, Mr. Chairman, I would 
'he to quote from a policy speech that the Minister of National Defence made 

°u the 16th of January, 1947, as to what the objectives of the department were 
al°ng these lines. Mr. Claxton said this:

Administrative duties common to all three will be performed by one 
staff rather than by three as at present. The civilian services affected 
will include these in connection with estimates, accounts, treasury, audit, 
pensions, canteen and mess funds, printing and stationery, fire fighting, 
records, reports, returns, answers to questions, stenography, translation, 
mail, central registry, etc.

I wonder if Mr. Drury could tell us the progress which has been made in 
°usolidation between the three services in this time?

The Chairman: You mean between 1947 and now?
Mr. Thatcher: Yes.
The Witness: Now, I cannot recall all the different items that have been

ead out.
181
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By Air. Thatcher:
Q. Would you have a common audit staff?—A. There is a common audit 

staff. The chief auditor reports directly to me. He has some 35 on his staff. 
They conduct internal audits, as distinct from the Auditor General’s staff. 
These are departmental auditors and they do audit work both at head office 
and out in the field.

Q. There is one audit staff for the three services?—A. That is correct.
Q. How about a common pension staff?—A. All functions concerning pensions 

are carried out by the judge advocate general. There is a single judge advocate 
general for the three services and he has a common staff of legal officers for all 
three services, and the pension functions—claims, and questions as to entitle
ment to pensions, and so on—are under him. There are in a way two branches 
of pensions. One is a pension which may be received under the Pension Act, that 
would be a disability pension; and that is the concern of the Pension Board 
under the Minister of Veterans Affairs. The judge advocate general is the link 
between the department and the pension board. There is also superannuation 
under the Defence Services Pensions Act for which there are automatic deductions 
paid by the services themselves, but the records of entitlement and so forth are 
kept in the office of the judge advocate general.

Q. Here is a point I was wondering about. Is there a central staff for the 
services which would look after that?—A. That is right.

Q. How about the stenographic staff? Is there just one stenographic pool 
for the two departments?—A. No, there is not. We have a stenographic or 
reproduction pool in the department which handles major tasks of reproduction, 
but it would be difficult to operate a complete stenographic pool for such an 
organisation as ours.

Q. The minister stated that an effort would be made to have a common 
stenographic pool. You did not find that advisable as it developed?—A. Not 
to have it as a completely pooled' arrangement.

Q. What about a staff to handle accounts, estimates, returns and things 
of that nature? You have that?—A. We have.

Q. How about printing and stationery, have you a central department for 
the three services to handle that?—A. We have.

Q. Would you have any idea how many forms are required by the armed 
services? Have you got them catalogued? What is the total number of forms 
used in the three services at the present time?—A. I do not know.

Q. Haven’t you got them in a catalog?—A. There is a catalog, but I haven’t 
got it here.

Q. Would there be 500, or a 1,000?—A. I could not tell you that.
Q. You could get me that without any great trouble?—A. Yes.
Q. At the last meeting I think you expressed some concern about the 

matter of detail work, particularly that was required at headquarters. Why 1 
am interested in that is I wonder if some of your personnel over there are not 
perhaps bogged down in some of these forms and paper work. Has there been 
any concerted effort made to standardize forms as between the three services?-^ 
A. Yes, that is a continuous process; and perhaps you will have experience m 
this. A form is designed to eliminate work, to cut out typing and also the 
composition of words ; and, generally speaking, for a given purpose a form does 
eliminate work.

Q. Have you tried to get similar forms for the three services?—A. Yes.
Q. What I had in mind is this: my understanding is that you have had a° 

inter-service committee meeting for many months on this problem, and one 
of the forms which you have been working on is the attestation form, the form 
which the recruit uses when he joins up. Have you been able to adopt a 
common application form as between the three services?—A. We are making 
progress towards that. As of the 31st of March, 1950, we did not have a 
common attestation form.
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Q. And you still have not?—A. We still have not.
Q. What is the difficulty in the three services adopting a common attestation 

form? Would that not be a place where quite a bit of money could be saved? 
My point is that if the services can’t get together on that most elementary 
form how are they going to get together on more complex forms?—A. Well, I 
would suggest that perhaps the attestation form is one of the more complex 
ones. The degree and details of information required about a man who is 
joining up are for purposes of assessment of his place in the armed forces; the 
'type of information which is required in respect of a man going to sea is not 
necessarily the same—as the information which should be recorded in respect 
of a man who is going to be a pilot. In order to achieve a common form it 
would be necessary to tabulate on one form the sum total of information required 
by each of the three services. In the case of a man being attested into the navy; 
some of the information required by the army or the air force would not be 
relevant.

Q. What about equipment forms, and things like that; is that being 
worked out the same way for each of the three services?—A. It is. Progress is 
being made in that direction to achieve unified forms. Where we have a common 
requirement item for the three services we have a common form.

Q. Then do you think, Mr. Drury, that there is room for saving in that 
direction by adopting more common forms between the services ; or would that 
just be a minor saving?—A. It would afford some saving, but it would not be a 
urajor element in cost.

Q. I see, Mr. Chairman, the minister goes on in his speech to the next 
une with respect to which the department was considering consolidation, and he 
said this:

Consideration is being given to the consolidation of several 
directorates of the three Services, including medical, legal, dental, 
hospital, medical stores, welfare, education, communications, and public 
relations.

I think Mr. Drury told us at the last meeting that there was a common 
dental service for the three services, and I think he gave us certain reasons why 
there was not a common medical service. I wonder if he would elaborate on 
that. I just don’t understand the reason why it would not be advisable to have a 
common medical staff.

A The question is partly professional and partly administrative. Doctors, 
uke other professional men, have strong views as to how they can best perform 
their functions, and as I mentioned the last time, there are those who maintain 
the role of the doctor in one of the services is so highly specialized that it would 
n°t be practicable and useful for him to be transferred to another of the services.

Q. How is this done in the States, Mr. Drury?—A. In the States each service 
has its own medical service.

Q. And how about Britain?—A. Each service has its own service.
Q- It is the same?—A. It is the same.

By Mr. Harkness:
, Q. Before you leave this matter, does each of the services run its own 
hospitals or does one hospital serve all branches of the service?—A. At the pres
et moment each service runs its own station hospitals. The hospital, for instance, 
Ir? Shilo is run by the army, while the hospital here at Rockeliffe is run by the 
am force.

Q. And a hospital like the one at Shilo would take in service personnel fpr 
all three services, would that be for the whole of Manitoba?—A. No, not for the 
^'hole of Manitoba. There is also an R.C.A.F. hospital at Winnipeg which looks 
alter R.C.A.F. personnel, and they would be hospitalized there.
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Mr. Sinclair: What about the large hospitals such as Sunnybrooke and 
Shaughnessey Heights?

The Witness: I was just going to mention them. They are base hospitals 
and they are operated by the Department of Veterans Affairs ; and Sunnybrooke, 
at Toronto is perhaps the best example of a hospital at which it is possible to 
give service doctors post graduate training. They are big hospitals operated by 
the Department of Veterans Affairs.

By Mr. Thatcher:
Q. There would be a separate administrative staff for each of the three 

services as far as the medical service is concerned?—A. That is correct.
Q. If they were consolidated would that save a fair amount of money, do 

you think?—A. That is something which is difficult to answer. That has been 
under study up to date, but not much evidence has been forthcoming that there 
would be any substantial saving in overhead by consolidating all three medical 
services under one head into a single service. There is little in the way of 
administrative overhead for the station hospitals, and to consolidate them all 
under one executive would not cut out very much in the way of cost; the adminis
trative job would still have to be done.

Q. What about your recruiting staff? There is not today a common recruit
ing office in each city, is there?—A. For the three services?

Q. For the three services.—A. No.
Q. Each service has its own recruiting staff?—A. That is correct.
Q. Why would it not be a money saving device if all three branches of the 

service had just one office in each city?—A. It might effect a saving in money, 
in overhead, to eliminate a number of recruiting stations, but the result would 
almost inevitably be a lowered appeal a lesser availability of locations to which 
to go—a lesser appeal to the public for recruits; and it would in effect be cutting 
down the number of places at which people could apply to join the forces. There 
are two ways in which that could be done ; either by cutting down each of the 
services individually to a limited number, or by consolidation. This would save 
money but it would also cut down our efforts to recruit.

By Mr. Harkness:
Q. Do you think that would be the case in the city of Calgary where you 

have the army, the navy, and the air force recruiting stations all fairly close 
together? I would be very doubtful if maintaining these separate recruiting 
depots in a city the size of Calgary would be a very great help in so far as 
availability of recruiting offices is concerned.—A. I would agree generally with 
that statement, Colonel Harkness ; but in Calgary recruiting by the navy is 
done at the naval division, and it is very doubtful whether you would have 
any saving by changing that set-up ; and recruiting for the army is done at 
Currie barracks, and there would be nothing saved, the men are there anyhow. 
I don’t know how the air force do it.

Q. They have a city office almost opposite the post office.—A. Well, if that 
were removed the question w:ould arise as to whether the air force recruiting 
would be done at Currie barracks or out at the naval depot; but it would 
eliminate qne spot in Calgary which is centrally located for recruiting purposes ; 
particularly at Calgary where you have the naval depot away at one end of the 
city and Currie barracks away off at the other end, while this office is centrally 
located.

Q. I would think, as a matter of fact, from the point of view of availability 
it would be better to have all three where the air force recruiting office is at 
the present time and to cut down on the staff by at least half, because these 
people are certainly not working continuously.—A. And have a central recruit
ing office for all the armed sendees in the office near the post office?
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Q. Yes, some central spot like that which would be available all the time 
and where it is easy to get at, and then you would not have to spend half an 
hour getting out to either of the other places with all the difficulties of bus service 
and everything else, such as you now have in getting out to the naval station or 
to Currie barracks. I would think actually you would get more recruits, and 
also that you would not need more than half of the staff you have at the present 
time.—A. Well, the situation of course is merely that of employing these men 
part time on recruiting duties ; particularly in the case of Currie barracks and 
the naval depot the staff are there already anyway.

By Mr. Thatcher:
Q. Would you have any idea how many of a recruiting staff there would 

be in the dominion approximately?—A. I haven’t got that figure in my head.
Q. You can get that information, Mr. Drury?—A. I will, yes. *

By Mr. Croll:
Q. Does not this competitive recruiting arrangement actually bring you 

more recruits than you would otherwise get?—A. It is difficult to answer that, 
Mr. Croll. We think it does.

Q. The Americans use the competitive recruiting system, do they not?— 
A. Yes, so do the British.

Q. You take in the case of a central recruiting office, where you have one 
office for the navy, the army and the air force, is there not a little danger of 
their diverting the recruit from the service in which he is particularly interested 
into some other service that he may not want to be in?—A. Well, that is cer
tainly a possibility, and there have been cases which have come to our notice 
where that has taken place.

Q. The reason I bring that up is because as an air force recruit I heard quite 
a number of boys say they wanted to make the grade because they were afraid 
they might turn up in the army.

Mr. Croll : Ah, come, come.

By Mr. Thatcher:
Q. Well, Mr. Drury, the only point I was wondering about was if there 

would be any economy in having three offices, for instance, competing with 
each other in some cities. There is the fact that we have such a shortage of 
manpower in the armed services that men who are doing work of this kind 
might be released for some more active duties. Your department I suppose has 
considered the advisability of doing that and turned it down. Is that correct?— 
A- Yes, we have.

Mr. Cavers: Would it not be a fact that the navy recruiting officer would 
know what qualifications are required for his own particular service, and the 
same would be true with regard to the army and the air force, whereas if all 
services were under one person there might be confusion. The naval man 
Would know what the requirements were for, say, an able seaman ; the army 
recruiting officer would not.

The Witness: I think even if you had competent recruiting officers you 
w°uld still have to have over these competent recruiting officers, naval, army 
and air force personnel who would be instructed in the technical aspect of the 
respective services who would be able to test the capabilities of the applicant, 
rather than having a single man trying to test them for all three services.

By Mr. Thatcher:
Q- Could you elaborate on education?
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By Mr. Sinclair:
Q. Before you do that, Mr. Drury, would you tell us something about the 

practice with respect to sending patients to Sunnybrooke. Let us say, army 
personnel. When the army sends a patient to such a hospital is he treated by 
the veterans’ doctors?—A. There are on the staff at Sunnybrooke army doctors. 
But generally speaking they are specialists, however, rather than general prac
titioners. Let us say a man goes in for influenza from some outlying area. The 
army doctor or the air force doctor who has had him sent in to Sunnybrooke 
would not follow him in to take care of him. He would be turned over to army 
specialists at the hospital.

Q. What about payment for that service, medical care at one of these base 
hospitals?—A. We reimburse the Department of Veterans Affairs.

Q. Do you repay the different hospitals on the basis of a flat rate for 
that?—A. I am not too sure, I think it is a flat rate.

By Mr. Harkness:
Q. As a matter of policy how far do you go in respect of what you might 

call base hospitals? Do you authorize a certain number in all three services, 
or do you have just one type of base hospital?

The Witness: I must refer the question to the chairman now. This is a bit 
of a projection.

The Chairman : Well, I suppose the question is fairly broad. If any question 
that is put today brings a better light on what we are studying now—this 
decision does not apply to all cases—I think that we should let some of these 
things go by. I mean, I would not like to rule definitely that any question 
implying projection past March, 1951, should be ruled out just for that reason. 
We should not, however, go into a study of any expenditures made after 
March 31, 1950; but we may question as to whether or not, since March of 
1950, a recommendation or a decision of the department may have bettered 
the service or made it worse—I would not rule against that. I mean a question 
such as, for instance, have you made any progress ; or, has the policy that you 
have followed since that decision was taken resulted in an improvement being 
made, or has it lessened the efficiency of the service. I am inclined to be lenient 
in that respect, as long as the question does not open the door to a review of 
any figures or any expenditures after March 31, 1950, because we are limited 
to that by the terms of our reference and we cannot go beyond that. As to 
the question put by Mr. Harkness projecting beyond March 31, 1950, as long 
as it does not involve reference to any figures or expenditures beyond that 
date T am inclined to be lenient and to allow the witness to answer. I would 
ask Mr. Harkness to repeat his question.

Mr. Harkness : How far is provision for medical services for each of th® 
three services going to go? Are you going to authorize a certain number in all 
three of the services, or are you going to have just one type of base hospital.

Mr. Croll: Mr. Chairman, are you being fair to the witness when you ask 
him to project himself into a mobilization when it won’t be his decision? Le 
is merely in the position of a servant of the state. The decision will come fro® 
the minister and the department. It appears to me that we are asking him t 
answer a question now about which he obviously has not had an opportunity t0 
give some thought; and it is not his decision in any event.

The Chairman : In order to make sure that I understand the quest®11 
better, I shall ask the reporter to read it back.

Mr. Harkness : All I was trying to get at was: how far you might &ay 
that the triplication of medical services was being carried out?

The Chairman : You mean, what has been done?
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By Mr. Harkness:
Q. There is no question that each particular unit has got to have its medical 

officers and so forth. But how far down, at the present time, are base hospital 
facilities being supplied by the Department of Veterans’ Affairs?—A. On a 
reimbursement basis?

Q. Yes.
The Chairman: I wonder if you would mind rewording your question? 

What is it exactly that you want the witness to answer?
Mr. Croll: It may be that Colonel Harkness will forget about it.
Mr. Harkness : The question as I put it was: How far is the provision 

°f a separate medical service for each of the three services going to go? Are 
base hospitals going to be provided for each service separately, or is it con
templated that there will be but one base hospital?

The Chairman : Are you not going into a question of policy and asking 
the witness to state what is to be a decision by the minister? I would permit 
y°u to ask whether there has been any change since 1950 up to now, and if so, 
was it for good or bad. That I would let go. But if you ask: “Do you plan 
fo do this or that?” the witness is not a competent one to answer because the 
final decision won’t be his at all. It will be in the hands of the minister.

Mr. Harkness : Well, Mr. Chairman, if that is a contemplated plan, tiiere 
anist be an embryo set up.

The Chairman : When you say “a contemplated plan”, you are projecting 
farther than the actual decision. You want to know what might be done. 

What I was willing to admit was: if some change has been made in anything 
between March, 1950, and to date pertaining to a question which might inform 
us as to what was done in the past, it should not be ruled out. But where the 
decision is in the hands of the department to do this or that, I feel that is not 
a fair question.

Mr. Harkness : Is there any embryo set-up for the expansion of base 
hospitals?

The Chairman : If anything has been done up to now in that direction, 
all right; that question could be answered.

The Witness: As at the date of these accounts, there was no arrangement. 
But subsequent to this period, we have made an arrangement with the Depart
ment, of Veterans’ Affairs whereby that department will provide all base hos
pitalization required in Canada, and the armed services will confine their 
hospital activities to station hospitals.

The Chairman: I think that is a fair question and a fair answer to it.
Mr. Harkness : Yes, that is all I wanted. Now I have a question to fol

low that. What is the amount of payment that the Department of National 
defence makes, or has made to the Veterans’ Affairs Department for these 
hospitalization facilities?

The Chairman : In the past?

By Mr. Harkness:
Q- Yes.—A. In this year?
The Chairman : Yes. The year under review.
The Witness: I cannot break that out. I will have to get that for you.
Mr. Harkness : All right.

, Mr. Sinclair: I ask this question because hospitalization is quite a prob- 
ern io British Columbia these days.

Mr. Croll: You are telling us!
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By Mr. Sinclair:
Q. Have the armed services ever been short of beds in veterans’ hospitals? 

Have you had soldiers, airmen, or sailors whom you wanted to send to hos
pital but who have been refused because of overcrowding?—A. In the period 
under review? .

Q. Yes.—A. In this period, no. Perhaps I should qualify that slightly. In 
general, no. There may have been specific instances related to some kind of 
emergency, but there are none that I know of.

Q. In other words, the present hospital facilities are adequate for normal 
use by your services?—A. That is right.

By Mr. Wright:
Q. Mr. Chairman, has the witness any figures which will show the percent

age of occupancy of beds in camp hospitals? By that, we might get at whether 
there are sufficient hopsitalization facilities, or whether we need more hospital 
facilities in the camps.—A. I could get that for you. I have not got those figures 
here.

Q. You can get them? Thank you.

By Mr. Harkness:
Q. I have another question. You say that base hospital facilities are all 

provided by the Department of Veterans’ Affairs.—A. By the Department of 
Veterans’ Affairs in Canada.

Q. What then is the set-up at Chorley Park? They have a surgical set-up, 
have they not? Who does the hospital work there, in the way of surgery and 
so 'forth?—A. Chorley Park is a continuing establishment, basically a training 
establishment for army doctors. There is some base hospital work done there. 
That is correct. But it is more of an arrangement for the training of our doctors 
under army auspices than it is for actual hospital service.

Q. Have you any other hospital outside of Chorley Park which does hospital 
work as a training program?—A. There is a naval hospital at Halifax, and a 
naval hospital at Esquimalt where some major surgery is undertaken. Some major 
surgery is done at Rockcliffe here. And there are probably others which I can
not recall at the moment.

By Mr. Sinclair:
Q. Where would the R.C.A.F. doctors get their training in aviation medicine 

now?—A. At the institute of aviation medicine in Toronto.

By Mr. Ilarkness:
Q. I presume that these institutions such as Chorley Park are used to their 

full capacity?—A. Yes.
Q. In other words, the only eases you would send to the Department of 

Veterans Affairs hospitals would be cases that you could not handle at Chorley 
Park. Esquimalt, or Halifax?—A. They would be an over-flow.

Q. Would you say that there was any loss of money in running those 
institutions which are not run to capacity?—A. We hope not.

By Mr. Fraser:
Q. Do you train chiropodists at those training hospitals in the army?-—A- 

I do not know that. I would have to find out for you.
Q. In the last war, chiropodists were taken into the army at the rank pi 

sergeants. They wanted to get in as officers, but they could only get in as 
sergeants. They were found to be very useful, I understand. And now they 
have to have some three or four years of training in a chiropodists’ college. There
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18 none in Canada and I wondered how they were trained, or if you had any in 
the services?—A. I regret to say that I do not know.

By Mr. Harkness:
Q. Is there any base hospital work done in respect to surgery at these 

Permanent military hospitals, or is it purely a surgical training program?—A. 
Well, I may perhaps be getting a little out' of my field here in that I do not know 
all the elements of training of a medical officer. I would have to consult them 
to answer your question.

Q. The reason I asked that is that my next question would have been: If it is 
purely surgery at those places, where do the defence forces’ doctors get their 
training, apart from surgery?—A. I am not sure what the training is apart from 
surgery. They come in trained as M.D.’s. There is some post-graduate training 
Pven to doctors in the armed forces at assorted educational institutions such as 
the University of Tornto and in some instances at universities in the United 
states.

By Mr. Fraser:
Q. What about dentists;? Are they trained there too?—A. Dentists come 

ln as trained dentists. But there is also some post-graduate training given to 
dentists.

Q. What about dentists’ technicians? Those are the people who make the 
Plates and so on. Are they trained there too?—A. I am not sure.

Q. Because that is quite a trade now.—A. I am not sure how they are 
trained, to be quite frank. But I would imagine that dentists’ technicians would 
be taken on, in so far as possible, as trained men.

By Mr. Thatcher:
Q. Mr. Chairman, I wonder if Mr. Drury could elaborate as to the degree 

ef consolidation there has been between the three services in the field of educa
tion, communication and public welfare. Perhaps he would be good enough to 
start with education.—A. The department currently operates two service colleges, 
one at Royal Roads, and one at Kingston, the R.M.C. at Kingston. These are 
completely tri-service institutions. The commandants are rotated periodically 
as between the three services. The military staffs are composed of army, navy 
and air force officers. And the curriculum followed by the cadets proceeding 
lnto each of the three services is the same.

There is specialization in the service when they have selected the service of 
their choice. They are given training during the summer. For instance, a lad 
w"° goes to R.M.C. and “opts” for the army, follows during the course of the 
academic year, from September until April, precisely the same curriculum as 
candidates for the air force or the navy. But when the academic year is 
“dished, he will proceed to an army training center, to do his professional 
Raining during the summer, his special army training. The same is the case for 
the air force and the navy. In this way there is a common grounding in the 
asic elements of education for officer candidates for all three services. These 

are completely integrated institutions, I mean the tri-service colleges.

By Mr. Sinclair:
Q. What about the next level, the training of fitters, riggers, and radar 

Mechanics for the three services?—A. In these trades the training is done on a 
service rather than on a tri-service basis. The training is highly specialized and 
11 has not been found practical to try and give the same courses to a naval 
Cngineer as would be required for an air force engineer, or for a rigger or fitter.
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By Mr. Croll:
Q. What do you do after you get out of the specialized class? Let us talk 

about recruits who are newly attested and in the army. What do you have in 
respect to education for these people in any one of the forces?—A. In the army, 
general education is largely a matter of option on the part of the individual. 
Correspondence courses are made available to him so that he can proceed to 
acquire a higher academic qualification than he currently has.

Selected individuals, who are chosen to be officers, are sent at the expense 
of the army to educational institutions to acquire the necessary education, the 
formal educational qualifications in order to become officers.

Q. I am not talking about that now. What I am interested in is the recruit 
who is now at one of our depots. In each one of the services, what facilities are 
made available for him to acquire some further education.—A. In the case of 
the army and the air force, as I say, it is limited to correspondence courses 
which will be done by the recruit in his own time, or even beyond the stage of 
his being considered a recruit.

But in the case of the navy, academic training and education is provided 
by educational officers in the three R’s, if you like, arithmetic, algebra, and those 
other subjects, with a view to meeting the demands of educational standards.

Q. Why do you limit it to the navy?—A. I was just trying to think of 
a basic reason. The navy has had this policy for a long while. They have 
found it necessary because the navy, historically, had a much lower age of entry 
than either the army or the air force.

Q. At the end of the war we had educational officers attached to various 
units, groups and divisions. They did quite a commendable job. But if they 
were dropped, why was it done? Would you be good enough to look into that 
question?—A. That is something I would hesitate to answer off-hand.

Q. Very well, do not answer it now. But will you please enlighten the 
committee on that point. I think we would all be interested.

Mr. Sinclair: It might be because of economy.
Mr. Croll: That is not very good economy, Jimmy!

By Mr. Harkness:
Q. With respect to specialized training, what is your set-up at the present 

time? Take driver-mechanics, motor mechanics. So far as the vehicles are 
concerned, does each service operate a separate school to train its driver 
mechanics and motor mechanics, or do you have the one school?—A. Each 
service operates its own schools, generally speaking, for this purpose.

Q. Does each service have one school in which its candidates are trained, 
or does each service have a number of schools?—A. It depends on the particular 
trade concerned. Driver mechanics are so numerous, and their use is so wide
spread that it would be uneconomical to have one central school and bring 
people from both coasts to that centre and then send them back. The course 
is so elementary that it does not require anything elaborate in the way ol 
plant, nor does it require people specially highly qualified in the way ot 
instructors. It can be and it is done locally. It is more economical.

Q. What about motor mechanics?—A. In the case of motor mechanics, 
there is only a difference in degree.

Q. My point is to find out whether a situation of this kind exists within 
each service, whether you have a school for motor mechanics and bring people 
to it from all parts of Canada, rather than to have motor mechanics from 
all three services go to, let us say, to a school at Esquimalt, B.C., or to another 
one, let us say, at the Currie Barracks, or at Shilo or Winnipeg and so on.-' 
A. No service has a single central school for motor mechanics. If that were 
the situation, I would certainly agree that the thing to do would be to have
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these motor mechanics given instruction by the service at a central school 
which was close to the point that the applicant found himself, or rather the 
trainee.

Q. Is the reason for it being done that way in order to save travelling 
expenses and so forth?—A. We have not got only one motor mechanic school. 
As I say, the training of motor mechanics is done locally.

Q. It is done by each service. In other words, in Calgary, for example, you 
would have three schools for motor mechanics, probably?—A. Except that the 
navy has not got one there at all.

Q. Then where would the navy people go for such training, in a case like 
that?—A. I doubt if the navy has a motor mechanic on its establishment there.

Q. But they have several vehicles. I would think they would need a motor 
mechanic.—A. I will have to ascertain what the situation is in Calgary. I do 
not know.

Q. The reason I brought this up is that I would think that is one place— 
and there must be many others—where certain savings would be made. The 
training of a motor mechanic should be the same in one service as in another. 
There seems to me to be a great deal of duplication of effort in things along 
that line which could easily be consolidated, and which would result in a 
Possible saving of a very considerable amount of money.—A. Well, the saving 
might be something which might be said to be more apparent than real. In 
the case of Halifax and the larger centres, I am quite sure that the army trains 
motor mechanics, and the navy also trains motor mechanics; each has its own 
school. It is possible, however, to carry this out on a service basis by reason 
°f the fact that each of these services has very large permanent establishments 
covering a wide range of activities, and the element of overhead involved to 
look after the training of motor mechanics is not very considerable. Now, if 
you take a naval training establishment and move it over into the army you 
Would onlv be turning them over from one unit to another unit right across 
the street.

Q. On the other hand I venture to say that any motor mechanic the navy 
wishes to have trained they would not train him at the Calgary station but 
would send him out to Esquimalt instead of taking them a mile and a half 
across the city to Currie barracks.—A. If the only training this man requires is 
that of a motor mechanic that might well 'be the case; but even if he pursued 
such a course he would still require a lot more in the way of specialized 
training for the branch to which he belonged.

Q. Well, in this matter of motor mechanics, would not the training be the 
same in all three of the services?—A. It would be, but what I am suggesting 
18 that a motor mechanic—or rather a man at Calgary who wants to be a 
motor mechanic—by being sent to Esquimalt will acquire at Esquimalt more 
than merely the qualifications of a motor mechanic.

By Mr. Croll:
Q. Mr. Drury, you have in the three services probably young people who 

come in and possibly never had jobs or positions before they entered the services, 
18 that 'so?—A. Yes.

Q. And when you have those young men in there you train them for some
thing which will fit them for civilian occupation when they finish with the army?

A. We have that in mind.
Q. What I mean is, have you not gotten a little beyond that? Isn’t that a 

'father important aspect of it too?—A. Well, generally speaking, we are 
hoping that men who go into the armed services would make a career of it, 
and that when they completed their term of engagement and proceed back to 
civilian, life their status would have been improved by reason of service. In 
most instances they would have acquired skills—I think skills is the word
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something which would enable them to contemplate being fully employable. 
And they would also have acquired a satisfactory philosophy of life as the 
result of being in the service. I think your question is directed to the extent 
to which their formal education has been proceeded with during that period.

Q. That is more than formal education. I am thinking of some technical 
skill.—A. Well, almost everybody who goes into the service does get technical 
training. There are very few who do not.

Mr. Sinclair: Take an infantry man, what technical training does he get?
Mr. Harkness: Well, he might be made a good motor mechanic.
The Witness: If he goes into the infantry and remains with it about the 

only skill that he would acquire would be some mechanical knowledge about the 
weapons with which he has to deal and which are very complex ; and if he 
had the ability, training as an instructor.

By Mr. Croll:
Q. But if he leaves after his term of service expires, do you do anything 

for him which will enable him to get a fairly good job, one that he would be 
useful at? What I mean by that is, do you train men as carpenters, bricklayers, 
mechanics—motor mechanics as Colonel Harkness says—those are the kind 
of people we need in Canada, and they have to think of the time when they 
are going to leave the army. What are you doing in that direction?—A. As 
you know, Mr. Croll, the army is frankly short of technicians, and we have 
recognized that it is going to be very difficult indeed to recruit into the service 
sufficient trained technicians to fill service requirements. There are all these 
various trades. The service is becoming more technical daily. To meet this 
need there are training establishments, substantial training establishments set 
up to give those who show aptitude and ability an opportunity to acquire skill- 
I must -admit that we are doing this primarily for selfish reasons. We need 
these tradesmen -and we are -prepared to take lads who have no technical training 
or skill at all and give it to them; but we do it primarily for our own benefit- 
We would hope that having acquired -these skills they would stay on with the 
services, but some of them do not because of the fact that opportunities in 
civilian life are much more attractive to them. But we are still short of the 
total number of technicians and tradesmen who -are required, and any man 
coming into the service who has the aptitude and -the desire—and that is neces
sary—the desire to -acquire a skill is taught it.

Mr. Browne: Does he do that work in addition to his ordinary duties?
The Witness: No.
The Chairman : I think the point Mr. Croll had in mind was the publicity 

appearing in the papers advising men to enlist and learn a trade, stressing the 
point "that they will qualify themselves for a career, which will enable them to 
acquire training which will later be of great value to them. I think Mr. Cio 
has raised a point which it might be worth while for us to study.

Mr. Croll: Let me just follow that up for a moment. How many schools 
have you available for the training of, let us say carpenters, bricklayers ant 
so on, at the present time; and, what percentage of your people do take that 
training?

The Chairman: To carry that one step further might we ask the witness 
if he could give us more details by outlining for us what is being done in respect 
to training, more particularly with respect to training people for return to civil 
life. I submit that might be the subject of a -further report at a later date. v

Mr. Sinclair: I would like to ask a question regarding the training given 
men along educational lines in the army, the navy and the air force. The man 
who goes into the navy after all acquires some skill as a tradesman. In the
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navy he becomes a very well qualified1 seaman. The man in the army would 
become skilled in taking apart the weapons he uses, but I fail to see how skill in 
that particular field is going to be of any help to him when he returns to civilian 
life. Take flying men. A man who enlists for a term of five years—what they 
call a short term commission—as a pilot learns to fly aircraft, but flying air
craft is not very valuable to him in civil life, unless he happens to connect up 
with an air service. But take the case of most of these young men, they go in at 
about age 20 and in five years or so, when they are around 25, they expect to 
go back to civilian life and get a job. It seems to me that it is an important 
matter to have these educational institutions in the services. I think we should 
have an officer here to see how that program is getting on as far as the army 
and the air force are concerned.

Mr. Fraser: A short time ago there was a recruiting campaign which had 
a slogan : “join the air force and learn a trade”. Primarily the thought in mind 
was that by joining the service a young man would learn a trade which would 
be useful to him in civilian life. Is that not so?

The Witness: I think, generally speaking, that is true.
Mr. Croll: Is that not the object of such a campaign, to assure Canadian 

people that by joining the service their boys are going to get training—perhaps 
it applies to girls also—that would fit them for civilian life, for life outside 
the army when they finally leave the army. Isn’t that the basis for recruiting?

The Witness: Well, if things go according to plan, the man enters the 
army and leaves it with a pension.

Mr. Thatcher: In many cases, Mr. Chairman, a lot of the lads joined 
the army in response to this advertising—join the army and learn a trade— 
and then they were sent to Korea and they were very unhappy about it.

The Chairman : I think it would be advisable for the committee to have 
more information on the educational angle as far as servicemen are concerned. 
We could leave that over for a further meeting when more details can be made
available.

By Mr. Thatcher:
Q. I wonder if Mr. Drury could tell us what education a recruit must have 

to join the army today, general education? Do you require a certain basic 
education?—A. A high school leaving at the present moment.

Q. A high school1 leaving—I just don’t understand that—oh, you mean he 
must have finished high school?—A. Yes.

Q. Has that been lowered since Korea?—A. There has been a general lower- 
ln8 of that standard1 since the end of the war.

Mr. Browne: Is it not the same for all the services?
The Witness: No.
Mir. Bareness : Has it been lowered recently ?
The Witness: In the current year, yes.
Mr. Thatcher: What has it been lowered to now?
The Witness: I will have to get the precise qualifications for you. I 

Mil do that.
Mr. Thatcher: Can you tell me now, Mr. Drury, about this matter of 

Public relations—
Mr. Bareness : Just a moment, I want to ask a question about the matter 

Much was being discussed a short time ago, recruiting and trade training. Has 
Me department ever made a survey to see if there was any possibility of avoiding

84499—2.
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duplication of training schools and cutting out a lot of competition between the 
services in this respect?

The Chairman : May I say that that also is a question which might he 
brought forward at a later meeting. It is a very pertinent question-, but one 
which might involve a little more in the way of time in the preparation of an 
answer.

Mr. Harkness: Does the witness want to answer it now?
The Witness: No special survey of the type you mention has to my knowl

edge been undertaken.
Mr. Harkness: Do you think it would serve a useful purpose to under

take it?
The Witness: That type of examination is constantly going on in the gen

eral direction of economizing. Whether a survey devoted to that particular 
point would uncover anything we do not know I am not so sure. I will look 
into it.

By Mr. Fraser:
Q. There were some boys whom I know who joined up with the under

standing that when they went into the army they would be trained as trade 
technicians, as mechanics or technicians at other trades, and after they got W 
they discovered that all they did was drill. Now, is there any rule on that at all, 
about their training? The recruiting officer in this case told them that they would 
be trained as tradesmen, and they were not.—A. Do you know for how long they 
drilled them?

Q. I understand they never got any further than their drill.—A. Do you 
know how long ago they joined the permanent force?

Q. That would be three years ago.—A. If they desired to become technicians 
and joined three years ago and have not yet received technical training I would 
suggest—I cannot say for sure without knowing the particular case—but I would 
suggest it was discovered that they had not the -aptitude to take on -that type of 
training. The mere desire to become a tradesman is not enough, you must have 
some fundamental ability and capacity to acquire it.

Q. But they were never put in any place to train, they never had auy 
opportunity to train, or even to try it.—A. I think probably they would have 
received aptitude tests. These have turned out to be a very accurate way of 
assessing—much more accurate than the old system of trial and error—a man s 
capabilities.

Q. Well, if they failed their I.Q. test for one kind of a trade why were they 
not given a test on something else?—A. I would think they would have been.

Q. No.
Mr. Croll: Excuse me, just a moment, Mr. Fraser; you referred to an I.Q- 

test while Mr. Drury was referring to an aptitude test. There is quite a differ- 
ence between the two and I think we should not get them mixed.

Mr. Fraser: All right, an aptitude test then.
Mr. Croll: That is right.
Mr. Fraser: I know a radio technician who is one of the highest paid men i° 

the field and he states that he never got any further than the third grade, but i* 
may be that he is an exception.

The Witness: That, I think, is the type of case which one very often comes 
across. Mr. Croll pointed out the difference between an aptitude test and an 
I.Q. test, that they mean different things. A man may be a complete failure in 
school but still be shown by an aptitude test to be a first class electrician. B 
affords an opportunity to determine the likelihood of success.
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By Mr. Fraser:
Q. What I am getting at is this, that if they give a man an aptitude test 

on a certain subject and find that he is not qualified in that field I think they 
should then test him in a similar way in regard to other things to see if he would 
he suitable some other place. For instance, if he was not suitable to be a car
penter he might be found to be suitable to train as an electrician, a plumber or 
something else.—A. Yes, and I think that would have been done, but not know
ing the circumstances of the individual case it is very difficult to do anything 
but generalize.

Q. This man tells me that he was always asking his officer: When am I going 
m get a chance to try this? And the officer would tell him: Oh yes, you will get 
your chance next week ; but the chance never came. While we are on training I 
would like to ask you this. In the report of the Department of National Defence 
°n page 16 is a report on joint services training film bureau, and it says:

During the period under review, the formation of the Joint Services 
Training Film Bureau, as agreed upon by the Chiefs of Staff Committee 
in 1947, was completed and now operates as one unit service Navy, Army 
and Air Force.

Would you be able to tell us as to the way this unit is set up, whether it 
works with the National Film Board, or how does it work? Does it duplicate 
the work of the National Film Board?—A. I would say this, that the joint 
services training film bureau is a library, a holding unit for training films and 
rue distribution of training films to the three services. They also assist in the 
Preparation and outline of script for training film which is of a technical nature 
and which the Film Board would not be competent to do. The actual production 
0 the training film, that is its processing and so on, is done by the Film Board.

Q- They do that?—A. The Film Board do that.
. Q. The processing is done by the Film Board, but the taking of the pictures 
ls. ^one by the army, by the navy or the air force?—A. No, in the taking of the 
Pâture in so far as it is a staged picture, that is done by the Film Board. On 
Evasion service photographers will take shots of training or base operations being 
carried on at different places in Canada, and this is part of the raw material the 

1 m Board use in making up the final film.
Q- I understand there was something said in the House of Commons that 

some of the films are taken by the services and processed by the navy, the army 
r the air force, and the Film Board comes into control once they are taken. Is 
lat right?—A. This year that was the case with some of the films.

Q- That is not the case now, or is it?—A. No, that is not the case now.
. Q- Do the services have a storage place for these films or are they stored 

. hh the National Film Board?—A. They have a storage place for the film, there 
18 a library.

Q- Where is it located?—A. At National Defence headquarters.
Mr. Thatcher: Can I get on to public relations now, Mr. Chairman?
The Chairman : Yes.

By Mr. Thatcher:
Q- Can you tell me if there is one public relations service for the whole of 

f.°Ur department or does each branch of the service have its own public rela- 
iSs man?—A. There is a director of public relations, a civilian, with responsi
bly for the public relations effort of the department.

Q- But which department is it?—A. The Department of National Defence. 
, . Q- Oh, I see. Do you keep a separate personnel in each of the three services 
°ing public relations work?—A. There are people in each branch of the service 
01nS public relations work.

84499—24
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Q. Would you not be able to save money if you had it all under a central 
public relations branch?—A. We have one.

Q. You have a director?—A. A director and a directorate, which' is the 
central office. There are people in each of the three services who are doing this 
because it is more convenient administratively and more satisfactory to have 
them located with the service, with the army, for instance, with whom they are 
more intimately in touch. It is better to have them in close touch rather than 
in an office in another part of the building.

The Chairman : Do they report to the director?
The Witness: They are responsible to the director of public relations.

By Mr. Thatcher:
Q. You feel then that the department has consolidated that branch as much 

as is feasible at the present time?—A. That is correct.
Q. The minister went on as follows:

A third set of services in respect to which there will likely be a high 
degree of consolidation, will be those having to do with supply, food, 
transportation, transport, clothing, accommodation, depots, etc.

I understand that in the old German Army they had what was known as a 
Todt organization to do with supply. I understand that in Britain they 
had a British Labour battalion ; and I understand that the Americans 
have a separate supply branch. I wonder if we could not save 
money in our own services by having some kind of similar group. 
It could do all the work for the three services in a particular branch, 
let us say, with respect to motor repairs, which we were speaking about a moment 
ago. Has the department considered that at all?—A. Perhaps I should say 
that I do not entirely subscribe to your suggestion that the Todt organization 
was responsible for supplying the German army. It -was a labour organiza
tion, of pioneers.

Q. But did they not look after the supplying of food and that sort of 
thing?—A. No.

Q. Did not the German army have some organization of that kind which 
they called a supply organization?—A. They had an organization which was the 
equivalent of the quartermaster general’s branch, the chief duty of which was to 
take care of supply.

Q. In the forces today, in the army, have you not got men who are doing 
the same work of supply as men in the navy and air force? Is there not 
duplication which could be eliminated if there were a single supply corps for all 
three services?—A. I do not think so. The men in the army and navy are doing 
the same work in respect to supply. They are doing a full time job, in respect 
to the volume of supplies and the number of people they have to supply and s° 
on. And if you were to consolidate them, you would still have to have enough 
people to handle the physical volume of work.

Q. Suppose you had a supply corps. Would you not then be able to release 
men who are now doing that sort of work for more active duty, and bring in 
people of class D or E category, let us say, to do work of that kind?—A. It would 
be possible to have two categories of men in the armed forces, one for general 
service and another for limited service. The limited service ones would have a 
lower category.

This is the device to which, generally speaking, all countries resort in times 
of war, when the manpower shortage becomes stringent. The ideal of course is, 
in so far as possible, to have everyone a general service man who can be used 
anywhere in an emergency, and who is not limited in his employment.

Q. Are you taking in men of that kind at the present time? I mean, men 
of lower than grade A category?—A. In some highly specialized occupations, 
where we are unable to get in general service men of a high medical category.
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Q. You are trying to get more men, if that is the case. So I cannot see 
why a force of these men, which could use lower category men, would not result 
in the release of men for fighting or for more active duties.—A. The removal of 
manpower from the civil economy would still be as great.

Q. Do you mean to tell me that? Take the matter of food in each of the 
three services. You have separate corps, have you not, looking after the food 
for the air force, the army, and the navy.

Mr. Sinclair: Not the air force.
The Witness: I am not sure that I would say they are a special corps. 

They are a special branch of the army which looks after food and. supplies, 
generally.

By Mr. Thatcher:
Q. Why would it not save the taxpayers’ money and be just as efficient to 

have one central group buying the food for all the three services?—A. It would, 
fn't that is done. I tried to make that point the other day. When it comes 
to procurement, it is economical to have a central and single buying agency. 
And we have that.

Q. Yes?—A. These people in each of the services are concerned with working 
°ut requirements, the formalization of requirements, and the consolidation of a 
whole lot of individual requirements. The same people in the other direction 
are concerned with the distribution of what is procured.

Now, to lump them all together is merely to establish at the top of a 
Pyramid a master overhead. The only elimination would be of people who 
Were not doing a full day’s work.

By Mr. Croll:
Q- AVhat you are saying is this, is it not: that- if there are cheese require

ments for the three services, they are sent to a central branch, and the central 
ranch buys the cheese, and sees to its distribution?—A. That is correct.

Q- Yes. They would buy all the cheese and then distribute it as required 
amongst the services.—A. That is right.

Q- The services alone do not make the purchase?—A. That is right.
Mr. Browne: But that is not practical. The army, navy and air force are 

spread all over Canada. How can they buy like that? Take St. John’s, New- 
°undland, for instance. You do not send cheese there. St. John’s would not have 
0 send to Ottawa first and ask them to buy cheese?

The Chairman : They make their requisitions ahead of time.

By Mr. Browne:
Q- But not for everything?—A. It is not the case, of course, with fresh 

egetablcs. I have in mind bulk staples.
Q- How about tinned goods?—A. Tinned goods, they can, bread and fresh 

egetables must necessarily be purchased by local contract.

By Mr. Thatcher:
. Q- You have got in each of the forces a certain number of men looking 

,,tcr food. I know that you do not buy it all. You have to requisition it and 
lley send it on to you. But every department has men whose special job it is 
°, do that work. I am merely using food as an example. I do not understand 

there would not be economy effected if there were only one branch which 
Purchased for the three departments, or at least looked after the requirements 
f the three departments?—A. Well, I wonder if I can find a simple example 
,or you. If there were only two stations in the army, two stations in the air 
orce> and two stations in the navy. This is merely hypothetical and probably 
vcr-simpiified. Then at National Defence headquarters, the army man whose
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job it would be to take care of the requirements of the two army stations as 
to their food, would consolidate the requirements of the two stations into an 
army food requirement. The same would be done by the man for the air force 
in respect to their two stations ; and the same would be done with respect to 
the man in the navy in respect to their requirements. ,

Now, if I understand you correctly, you would suggest that these three 
service requirements should be further consolidated within the department into 
one single requisition and have it sent over to the Department of Defence 
Production. Is that correct?

Q. Yes.—A. You would then have an extra operation with somebody » 
the department consolidating those three individual services into one. It would 
mean a step which we do not now take and one which we have not so far 
found to be necessary.

Q. Well, militarily speaking, you may be correct. But in a business way 
I cannot see it. Let us take ordnance now. What do you do. with ordnance f 
Have you got a separate ordnance corps for each service?—A. They are 
separate, and they go by different names ; there is a separate ordnance organiza
tion for each service.

Q. Will you please tell me why it would not be possible to consolidate 
them into one central branch?—A. It would be possible but the functions of 
each of the service ordnance organizations is so different that generally y°u 
would have to have all the people you have now plus additional people, to 
supervise the organization and to handle and co-ordinate all three.

Q. I find it difficult to understand. I suppose you may be correct.
Mr. Sinclair: Suppose? He is!

By Mr. Thatcher:
Q. And what about the pay corps? Have you got a separate pay corps 

for each service?—A. We have separate pay services in each service, not a 
pay corps. There is no pay corps in the navy and there is no pay corps in the 
air force. But there is a pay corps in the army.

Q. Technically you know wrhat I mean. Is there any way of consolidating 
them?

Mr. Sinclair: How can you?
The Witness: The pay corps in the army consists basically of paymasters 

and such assistants as they require with units. Their job with a unit is to pay 
the men, keep the records of their entitlements and of payments made to them-

Now, that requirement and the means of filling it are in no way going 
to change by reason of any consolidated organization. The number of men 
required will be precisely the same. Would you not agree with that?

By Mr. Thatcher:
Q. Oh, yes.—A. Then there are at intermediate levels men whose job it lS 

to consolidate the work, the records and so forth of the various units.

By Mr. Harkness:
Q. You mean the command paymasters?—A. The -command paymasters. 

And if you were to have a consolidation of the whole pay organization, y°^ 
would still require that intermediate consolidation. Would you agree to that!

By Mr. Thatcher:
Q. Yes.—A. Now, you can do this -consolidation of the units on a regional 

-basis. Let us say Halifax. The units there would be consolidated. Then 
-all the -regions in eastern Canada would be consolidated in eastern Canada 
under a regional arrangement. And there would be a further and final n°n' 
solidation at Ottawa, that is, under a unified corps.
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But instead of doing it on a regional -basis, we do it on a service basis. The 
consolidation of these accounts, entitlements, and records is done by each 
service rather than by each region. But the number of people required to do 
it under one arrangement or the other is, I suggest, precisely the same.

Q. Could I go back a minute? What about Britain and the United States? 
Can you tell me if it is done the same way there? I understand there is a 
separate supply unit for all the forces in those two countries. Is that correct 
or not?—A. I do not think that is correct.

Mr. Sinclair: In wartime in the air force we did our recruiting quite 
apart from the army service, in depots of our own. Is that the same today?

The Witness: That is exactly the same today.

By Mr. Croll:
Q- What -about food for the three services; is it the same for -all three 

services?—A. The food is the same for all the three services in so far as condi
tions of service allow. But, for example, during the months of August, let us say, 
troops at a camp are getting fresh vegetables every day; but it is quite 
impractical for men serving in a cruiser on the Pacific to have fresh vegetables 
every day. However the scale of entitlement is the same for each service.

Q. And the details are the same?—A. Yes.
The Chairman: With respect to the consolidation of the services, could 

we not also take into -consideration the fact that -an army is not like a, depart
ment in Ottawa or like a company operating at all times at -a certain point. 
Rather, an army must be flexible -and -movable of necessity. It must have 
flexibility in the ordering of things -as well as with respect to paymasters and so 
pm It must be entirely different from the case of a company, let u-s say, which 
is immobilized and which is stationed at one place permanently.

Mr. Thatcher: I understand that, Mr. Chairman, but -most laymen in 
Canada simply cannot understand how, just after spending $400 million, or 
whatever it was, that three months after, when Korea came, we had so few men 
'active to put in the field.

The Chairman: You -are entering upon a different question now.
Mr. Thatcher: I am trying to -see if perhaps there is not some duplication 

0r something of that kind. I hope that before this committee is through we can 
And out the reason for it.
, I suppose that I am more bewildered than most people. I am just 
bewildered on this question that everybody is asking. It occurred to me that 
R we had this supplv organization, we could use lower category men in it, ana 
thereby release more men for active duty, and at the same time eliminate 
duplication in the department. But as Mr. Drury says, it is not feasible.
• The Chairman: It is -said of the Russian -army that out of every ten men 
n that army, seven can be in the field at all -times, with only three not in the 
eld. On the -other hand, it is said -of the American army that six or seven out 

every ten are needed to keep three in the field. It may be that we could take 
lesson from the Russians in that respect.

■ The Witness: I think that the proportion of men in the Canadian services 
the field to those supporting them is higher than in the United Kingdom 

1 ln the United States; I mean the number -of men in the field in relation to 
rose supporting them.

By Mr. Thatcher:
^ Q. Do you have any statistics which you could give us to bear that out?— 

, . Nix I can only produce general figures because this is obviously a matter 
rch is governed- by the organization of the fighting forces of those two 

untries. Thus it is -not something which should be disclosed.



200 STANDING COMMITTEE

Mr. Sinclair: Would not this problem of the low category men be partly 
solved by the hiring of civilians as the navy do?

The Witness: And the army and the air force.

By Mr. Croll:
Q. They are all doing that?—A. In the depots we do employ a large number 

of civilians. In static installations there are a number of low category jobs.
Q. Are the Americans not following the suggestion made by Mr. Thatcher, 

and using low category men for static jobs too?—A. They are.
Q. One more thing: will you at the next meeting, or as near thereafter as 

you can, bring us some information on how you are reducing the pack on the 
back of the infantry man? Will you tell us what you are doing about it at any 
rate?—A. That is quite a problem.

By Mr. Harkness :
Q. In respect to the matter of public relations with which we were dealing 

briefly a little while ago, can you say how far down these public relations officers 
go in the various services?—A. What do you mean?

Q. How far down? How many of these public relations officers are there? 
I do not mean the exact number at the moment—probably you have not got it 
there—but generally speaking, to whom are they supplied?—A. The people so 
classed go down to the commands.

Mr. Sinclair: Are they civilians or service officers?
The Witness : Service officers, generally speaking.

By Mr. Harkness:
Q. You say they go down to commands. I take it that is for the army and 

the air force. What do they go down to in the navy?—A. Commands. For 
example, take Calgary. There is no officer as a public relations officer there. 
But there is an officer who, among other things, has to concern himself with that 
subject, and that would be in addition to his normal duties.

Mr. Fulford: On a part-time basis?
The Witness: At the command they are on a full-time basis.
Mr. Fraser: And would that apply to headquarters as well?
The Witness: Yes, sir, at National Defence headquarters.

By Mr. Harkness:
Q. How much staff would each of these command PRO’s have?—A. 

varies from one type of stenographer to an assistant. I would have to get the 
figure on that for you.

Q. I think we perhaps should have some figures on that. And further, 
what useful function ' really do these PRO commands perform?—A. That is1 a 
question which probably could be better answered by the press, than by n16- 
As probably most members of Parliament know, it is a fairly exacting job to 
keep the public acquainted with what these services are doing and to answer 
inquiries from the public and from the press as to what is going on.

By Mr. Fraser:
Q. It says in the annual report, in paragraph 70 on page 17:

Publicity for national drives such as recruiting, Army Week, Air
Force Day, etc., or any special military display or exhibition, are p_e art
of the directorate’s work. Other activities include an Army Weekly 
News Letter and Comrades in Arms, a column introduced in 1950 1° 
weekly papers.



PUBLIC ACCOUNTS 201

Do these men also prepare the radio programs, or is that done by the 
Department of National Defence?—A. That is done centrally.

Q. Are they trying to improve those setups?—A. Continually.
Q. They are bad as compared with the American programs.
Mr. Croll: They do not cost as much, either.
Mr. Fuleord: I do not agree that they are not as good.
Mr. Fraser: They have a bigger coverage in the States.
Mr. Sinclair: They are more economical up here.
Mr. Fraser: I have heard that statement before. I wondered about it. The 

Americans on their recruiting broadcasts generally have in their music some
thing that is really catchy.

The Chairman: We might appoint a musical director.
Mr. Thatcher: You probably have one.
Mr. Fraser: On the radio if the program is not catchy, it is going to be 

turned off. I think that everything possible should be done to make those pro
grams snappy.

Mr. Sinclair: It would cost a lot of money.
Mr. Fraser: What is the difference?
The Chairman: That is a statement to be put in the record.
Mr. Fraser: I think it is a lot better to spend $10 and have results, than to 

spend $1 and have no results.
The Chairman: That statement deserves to be put into the record.

By Mr. Harkness:
Q. What is the rank of these command PRO’s?—A. It likewise varies ; but it 

averages out as a captain in the army, or the equivalent.
Q. I have never seen any of them below the rank of a major, and some are 

lieutenant-colonels.—A. Do you recall where a command PRO is a lieutenant- 
colonel? I would be glad to look into it, if you can.

Q. Also, as to the functions which those PRO’s perform, it seems to me, in 
lny observation, they could be performed by G2’s or G3’s in addition to a lot of 
other duties which G2’s and G3’s perform, more or less in the way of giving 
information to the press of what the army is doing and things of that sort. I must 
confess that I have never been able to see the necessity of maintaining an officer 
whose sole duty it was to give notice, let us say, to the press at a command head
quarters.—A. Well, I must of course repudiate the implication that the G2’s and 
'J3’s are only partly occupied men, and could do that work in addition to the 
°ther duties which they perform. That is not so. It would be entirely possible 
to designate these PRO’s, G2’s or G3’s as to this matter, but I think that such a 
Policy would lead to confusion.

Q. My point is this : I would like to have some proof that these PRO’s are 
JuUy occupied and are producing something valuable, something which justifies 
their existence.—A. Well, I can produce for you a statement of their duties. I 
can take a sample one and record all his accomplishments or the things he has 
done in a given period just as a sample.

Q. Take a place like Edmonton where you have a command army head
quarters and a command air headquarters. I presume there is a PRO there for 
each one?—A. That would be correct.

Q. Along the time that Mr. Thatcher was talking about, the co-ordination of 
fhese things, it would certainly seem to me that one officer could quite readily 
discharge the public relations function for both the army and the air force in a 
case of that kind.—A. It would mean just as in the consolidation of recruiting 
stations, a diminution of effort in that direction or, as is more likely to be the
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case, a loading of other duties, those concerned with public relations which these 
officers have, on to some other officers who already have fully occupied time now.

By Mr. Croll:
Q. Do you consider them to be essential?—A. We consider them to be 

essential.
Q. You say you consider them to be essential and from the work which they 

do you are more than ever firmly of the opinion that you do require them?—A. 
That they are needed.

Q. Fully employed?—A. And further, that they are fully employed, yes. 
Their time is fully employed. Now, if there is to your knowledge a PRO in any 
command who is idle, I would be delighted to hear about it, and so wrould the 
minister.

Mr. Harkness: I am trying to get the information.
The Chairman : I do not think we have a quorum at the moment.
Mr. Thatcher: I wonder if Mr. Drury could tell us what the status of the 

chaplains is? Are they like the dentists, all in one group, or are they like the 
medical men in the three services?

Mr. Croll : I think the witness has already answered that question.
The Witness: There is a separate chaplain service for each service.
Mr. Croll : And he gave the reasons for it.
The Chairman: The committee now stands adjourned until Thursday.
At 12.55 p.m. the committee adjourned until Thursday, April 26, 1951, at 

11.00 a.m.
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MINUTES OF PROCEEDINGS
Thursday, April 26, 1951.

The Standing Committee on Public Accounts met at 11 o’clock a.m., the 
Chairman, Mr. L. Philippe Picard, presiding.

Members present: Messrs. Anderson, Ashborne, Benidickson, Boisvert, 
Brisson, Browne (St. John’s West), Campney, Cauchon, Cavers, Fleming, Fraser, 
Fulford, Fulton, Gauthier {Portneuf), Harkness, Helme, Kirk (Digby-Yarmouth), 
Larson, Major, Maltais, Nowlan, Pearkes, Picard, Richard (Gloucester), Richard 
(Ottawa East), Riley, Robinson, Sinclair, Thatcher, Warren, Wright.

In attendance: Mr. C. M. Drury, C.B.E., D.S.O., E.D., Deputy Minister 
°f National Defence.

The Committee resumed consideration of the Public Accounts relative to 
the Department of National Defence for the fiscal year ended March 31, 1950.

Mr. Drury tabled the following statements which are printed as appendices 
t° this day’s minutes of proceedings and evidence:

Appendix A: National Defence Headquarters—Service and Civilian 
Strength.

Appendix B: Personnel at National Defence Headquarters engaged in the 
Preparation and Processing of Requisitions.

Examination of Mr. Drury was continued.
Mr. Fleming moved that Mr. Drury be asked to bring to an early meeting 

oi the Committee a report of property, equipment and material previously 
declared surplus and sold by the government agencies and re-purchased by the 

opartment of National Defence since March 31, 1950.
. A point of order having been raised that the Order of Reference to the Com- 

??ttee precluded any consideration of transactions which have taken place since 
March 31, 1950, the Chairman ruled that the point was well taken and the 
Motion out of order.

. And the Chairman’s ruling having been challenged, it was sustained, on 
division.

, At 1 o’clock p.m. the Committee adjourned until Tuesday, May 1, at 4 
0 dock p.m.

ANTOINE CHASSÉ,
Clerk oj the Committee.
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MINUTES OF EVIDENCE
House of Commons 
April 26, 1951.

The Standing Committee on Public Accounts met this day at 11 a.m. The 
Chairman, Mr. L. Philippe Picard, presided.

The Chairman: Order, gentlemen.
Before we proceed this morning with further evidence Mr. Drury has some 

answers to questions which were asked by Mr. Fleming and other members of 
the committee, at the last meeting and at the one previous to that. I will now 
ask Mr. Drury to give the answers to those questions.

C. M. Drury, Deputy Minister, Department of National Defence, called:

The Witness: Mr. Chairman, I think the first question is one by Mr. 
Fleming as to service and civilian strength at National Defence headquarters by 
Years, with the last year broken down in quarters. If you are interested I might 
>'ead you the overall figures. There is considerable detail in this report. Other
wise, I will table it with the committee.

The Chairman : Would that be agreeable, that we have it tabled and pub
lished as an appendix in today’s proceedings?

and
and

Mr. Fleming: What is that statement, please?
The Witness: The statement gives a breakdown of the strength of officers 
civilians at National Defence headquarters for each of the three services, 
on the administrative side.
Mr. Thatcher: Could we have the totals?
The Witness: I can give you the totals.
Mr. Fleming: Mr. Chairman, I suggest that we have the whole report 

Printed in our official report.
The Chairman : It is understood that this report, even though it is a very 

!°ng report or table, will appear as an appendix to the report of today’s proceed- 
lngs because the verbatim report of our meeting to which this answer directly 
relates is at the present time in the hands of the printer.

The Witness: The totals: for the 31st. March, 1947, 4,297; for the 31st 
March, 1948, 3.864; for the same date in 1949, 3,986; and then by quarters:

30th of June, 1949, 4,036; the 30th of September, 1949, 4,042; the 31st of 
December 1949. 4,188; and for the 31st of March, 1949, 4,203.

Mr. Fleming: Is that 1949, or 1950?
The Witness : 1950, I am sorry.
Mr. Thatcher: Does that include civilians.
The Witness: Yes.
Mr. Fleming : What is that last number, 4,203?
Tlie Witness: Yes, 4,203.
Mr, Thatcher: Are the civilians included in that figure?
The Witness: This is service personnel and civilians.

205
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Mr. Thatcher: I see.
The Witness: I will table that as an appendix.
Appendix “A”, service and civilian strength, National Defence head

quarters.
The Witness: The next is a question asked by Mr. Thatcher for a breakdown 

of the number of personnel at National Defence headquarters engaged in the 
preparation and processing of requisitions. This, again, is a quite detailed table, 
but I can give you the totals. On requisitions for purchasing supplies and 
services the total is 142; and for the acquisition and disposal of property it is 23-

Mr. Wright: What is the date of that? Is it the 31st of March, 1950?
The Witness: It is for the fiscal year 1949-50. I will call this table 

appendix B. It shows a distribution of these people by branches throughout the 
department.

Appendix “B” personnel at National Defence headquarters engaged in the 
preparation and processing of requisitions.

The next question was by Air. Fleming, as to the amount of money dis
bursed in the fiscal year 1949-50 direct to the trade through local purchases. 
The total amount is $3.660,642.10. A breakdown of that is as follows:

Navy.................
Army.................
R.C.A.F...............
Defence Research 
Administration ..

$ 684,055.00 
1,236,936.55 
1,718,045.00 

15,300.17 
6,304.98

$3,660.642.10
Mr. Fleming: That is for local purchases:
The Witness: Yes. Now, the next question was by Mr. Fleming, as to 

property and equipment to declared surplus since the war and re-acquired by the 
department during the fiscal year 1949-50: Real estate, none. Equipment, by 
the R.C.A.F., to a total value of $327,046. I have the details here if you wish 
them, Mr. Fleming: double tier beds, 16,000, at a re-purchase price of $112,000.

By Mr. Browne:
O. Were they sold for $16.000?—A. No, there were 16,000 beds.
Q. What amount was paid for them when they were sold?—A. I do not 

know, unfortunately. You will have to go to War Assets for that.

By Mr. Fleming:
Q. Your figures do not indicate the price realized on sale after they were 

declared surplus?—A. No.
Mr. Thatcher: Would the Defence Purchasing Corporation be able to 

give us some total involved in that?
The Chairman: No, that would be the War Assets Corporation or Crown 

Assets Disposal Corporation. We might ask the Defence Purchasing Corporation* 
or the Canadian Commercial Corporation, as I understand it is now called* 
whether they could produce any figures on that from the records taken over by 
them from what used to be known as the War Assets Corporation.

By Mr. Fleming:
Q. For the sake of clarity, before we get the details I understand fronn 

Mr. Drury that the details he is giving us now on this table show the actua 
equipment which the department at one time owned, declared surplus, an 
which was sold and re-purchased? It is precisely the same equipment.—A. we 
have reason to believe it is.
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Q. And this is all the same equipment?—A. As far as one can go, yes; we 
arc reasonably sure, we understand that it is the same equipment.

Q. You bought it as such?—A. Well, it was bought and we have since 
identified it as such.

Mr. Thatcher: Of course Mr. Drury could hardly give the committee 
a true picture of that without indicating the amount of equipment that has 
been re-purchased since then ; I mean, we could not get a complete up-to-date 
picture from the information pertaining to the fiscal year 1949-50.

The Chairman: The figures we are studying now, of course, are for the 
year under review.

. Mr. Thatcher: Has there been any difference in that, as to amounts, 
within this last year?

The Chairman : That would appear in the public accounts which will 
come before this committee next year.

Mr. Fleming: With respect to that question, could we have the full picture 
n°w; could we have a complete statement?

The Chairman : With reference to the request made by Mr. Thatcher; 
as I said the other day, I don’t mind if questions project into the present as long 
as they are for the purpose of helping us to form a judgment as to what has 
oecn done in the past, but the moment it comes down to figures, those are 
hgures which have not yet been audited by the Auditor General and they are 

in the public accounts as such officially, so it is not within our powers to go 
?nto them. I would not object to allowing a question to project into the present 
ln So far as it enables us to get a better understanding of the picture of the 
Past, but I would not want to go into the figures for the present.

Mr. Thatcher: Mr. Chairman, then does Mr. Drury know in a general 
^ay if there was a great deal more of that went on this past fiscal year than 
ln the fiscal year under review, if he does not want to give us the figure.

that?
The Chairman : You mean, has the tendency been to purchase more of

Mr. Thatcher: Yes.
The Chairman : That is all right.
The Witness: I cannot be precise without going into this a little more, 

ut I would think that the figure for the fiscal year 1949-50 would be higher 
tn'an the $327,046.

Mr. Thatcher: Would it be a great deal higher?
The Witness: That, I do not know.
The Chairman : We are concerned with the year under consideration.
Mr. Wright: I think he meant the fiscal year 1950-51.
The Witness : Yes, 1950-51.

By Mr. Thatcher:
Q. Could we have the total on that? Would it be higher?—A. It would 

be higher, but how much higher, frankly, I haven’t the faintest idea.
Q. Would it be substantially higher?—A. That, I do not know. We are 

n°t directly concerned as a department in the source of the equipment that we 
receive. We requisition on the Department of Defence Production for our 
requirements and we secure them in the most advantageous market, bow it 
may be that they purchase from new manufacture, second hand, or even re
quire some stuff which previously has been declared surplus and of which 
the buyer has previously been unable to dispose. But there is not an examination
by Us as to the source of the acquisitions by the Department of DefenceT> ' 1

reduction.
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Mr. Thatcher: I take it from what you have said that there has not been a 
great deal of purchasing of old equipment as far as your department is con
cerned. Am I correct in that?

The Witness: I would make that as a general statement.
Mr. Wright: During the fiscal year 1949-50, you were doing the same thing 

with the Canadian Commercial Corporation?
The Witness : The Commercial Corporation.
The Chairman : We might defer our questions as to these re-purchases of old 

equipment until we have somebody from the Canadian Commercial Corporation 
before us who would have the details. The members might make a note of any 
questions they would like to ask on this subject; so they will have them when 
these people are before the committee.

The Witness: The number of beds is 16,000, and the re-purchase price is
$112,000.

Clothing, holdalls, $4,950; helmets $3,875; flying clothing $33,348—
Mr. Fleming: Is that dollars, or units?
The Wetness: That is dollars. I am sorry I have not got with me a precise 

breakdown on the number of helmets. Aircraft engines, 100 power plants, for 
Lancasters, $168,000; for a total of $327,046.

Next was the total of payments made to hourly rate employees in the 
department in 1949-50. I think that was a question asked by Mr. Fleming. The 
figure is $8,749,317.06.

Expenditures on recruiting in the three years ending March 31, 1950, 
broken down by services and under the four headings newspaper, radio, film 
board and general publicity. Do you wish me to read all of it? There are quite 
a few figures here. I can give you the total, if you like. The total for the 
army for the fiscal year 1949-50 was $430,599.41.

Total for the navy in the same year, $205,088.94, and the air force in the 
same year, $361,921.95.

Now, I have a break-down as between newspapers, radio, billboards, and 
general publicity for each of these forces, and I also have some figures for the 
two preceding years.

Mr. Fleming: I think we would be as far ahead, Mr. Chairman, if Mr- 
Drury read the details into the record now, because we probably will not be 
coming back to them.

The Chairman : I have no objection to that at all. It was only to save time 
that I suggested that they be printed as an appendix.

Mr. Thatcher: Were those figures you read for the fiscal year?
The Witness: Yes, that is correct.
Mr. Wright: Could we have the total number of recruits in connection with 

those expenditures?
The Witness: I think I can get you those figures.
The Chairman : Your question is: how many recruits came into each of the 

services during each of those years.
Mr. Wright: Yes.
The Chairman : The answer can be tabled at the next meeting.
Mr. Fraser: Did not Mr. Drury say that was the figure for the previous 

year?
The Chairman : The year past, yes.
Mr. Wright: I think it would give us more information if we had the cost 

for each of those years and the number of recruits which came in each year. Then 
we would know what it cost to get a recruit.
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The Chairman : You will understand that these figures have to be assembled, 
Mr. Wright. You will understand that Mr. Drury does not have them with 
lum, but that they will be prepared and submitted at the next meeting.

The Witness: I have given the figures for the three services in the fiscal 
year 1949-50. The number of men we took in in that year made a grand total 
of 8,595. _____

Mr. Browne: That is the total number for the army, the navy, and the air 
force?

The Chairman : That is the sum for the army, navy and air force.

By Mr. Thatcher:
.Q- That works out to about $125 a recruit.—A. I have not done the arith

metic, but I assume your division is correct.
Q- Don’t you think that was pretty expensive advertising for one recruit, 

°r 18 it not too bad?—-A. Well, if you consider the fiscal year 1949-50 in isolation, 
then $125 a recruit would be quite substantial. But if you were to project— 
and necessarily this expenditure produces results not on the day that it was 
incurred, but in the future—I think you would find that the intake in the 
following year, when one would expect to see results with respect to these expen
ditures, would be quite substantially higher.

By Mr. Fleming:
Q- I suppose if we had that portion of the following year, before the Korean 

upset, it would show that there was a separate recruiting campaign for Korea.
A. That was, of course, only a two-month period.

By Mr. Fraser:
Q- The figures you gave us are from page 87 of the Report of the Depart

ment of National Defence for the fiscal year ending March 31, 1950?—A. For 
f'e fiscal year 1949-50, broken down by services.

Now, first, the navy : I will read this. I will give the four headings and 
. ien the amounts for each of the fiscal years. The headings are: advertising 
m newspapers ; advertising by radio; advertising by billboards; and general 
Publicity.
„ In the year 1947-48, newspaper, navy, $6,600; radio, $23,000; billboards, 
$1,017; general publicity, $2,554.50; making a total of $33,171.50.

For the following fiscal year, 1948-49, the navy, newspapers, $92,800 ; 
'a<ho, $71.343; billboards, $12,900; general publicity, $59,203.10; and grand 
tQtal, $236,246.10.

Fiscal year 1949-50, navy, newspapers, $86,148; radio, $84,000 ; billboards, 
$16,140; general publicity, $18,800.94; total, $205,088.94.
«oo ^or the army, in the same way: for 1947-48; newspapers, $16,938.03; radio, 
**3,071.71; billboards, $2,289.90 ; general publicity, $35,786.33; total, $78,085.97. 
, For the year 1948-49, newspapers, $179,229.79; radio, $88,073.63; billboards, 
*12,935.47; general publicity, $48,174.68; total, $328,413.57.
, For the vear 1949-50, newspapers, $231,590.69; radio, $132,100.66; bill
iards $20,950.17; general publicity, $45,957.89; total, $430,599.41.

By Mr. Pearkes:
Q. Would those figures include any advertising which was done under 

unit arrangement in the reserve forces? If a unit puts in an advertisement for 
Recruits, does the unit get the cost of that advertisement refunded to it?— 
A. There are allocations of funds for advertising purposes made with commands 
and divisions. The commands and divisions allocate those funds to the reserve 
units who, in turn, pay for the advertising. There may be instances where a
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commanding officer might feel it worth while to pay for an advertisement either 
out of his own pocket or out of some form of common fund other than this one. 
But I think that would be quite rare.

Q. That type would not be included here, of course?—A. It would not be 
included, no. These figures represent expenditure of public moneys on this 
account.

Q. Could you give me any idea as to what the grant is to a reserve unit 
for advertising purposes?—A. In these years, no, I have not got it here; but I 
could obtain it for you.

I still have not given you the figures for the air force. The year 1947-48, 
newspapers, $74,614.75; radio, $2,305.45; billboards, $1,017.01; general publicity, 
$2,707.25; and grand total, $80,644.46.

The year 1948-49, newspapers, $171,596.49; radio, $63,652.53; billboards, 
$10,504.54; general publicity, $36,400.81; and grand total, $282,931.26.

The year 1949-50, newspapers, $187,774.74; radio, $108,504.19; billboards, 
$16,140.12; general publicity, $49,502.90; making a grand total of $361,921.95.

By Mr. Fraser:
Q. May I ask if you have any break-down on the motion picture cost?— 

A. The motion pictures would come under the heading of “general publicity.”
Q. Yes?—A. These are motion pictures which are for recruiting purposes.
Q. That is right.—A. I would have to get a further break-down.
Q. And I would like to know whom they are paid to, whether it be the 

National Film Board or to individual companies.—A. Yes.

By Mr. Fulton:
Q. Could you tell us what sort of things come under “general publicity”, 

and what sort of things come under the headings which you have used generally? 
—A. The arrangements for air force day, army week, and navy week, all of 
these displays, which have to be prepared and transported from place to place, 
they all entail expenditure; also any other form of recruiting display which does 
not involve separate radio, newspaper, and billboard advertising would come 
under that heading.

Q. Would that heading cover the actual salaries or pay in the department 
to the people who design your publicity.—A. No, it would not. These are out- 
of-pocket expenditures.

By Mr. Fleming:
Q. Out-of-pocket expenditures to persons outside the government services?-" 

A. Not necessarily. If we were to disburse money to the Film Board for a film, 
the money would remain, or a part of it would remain in the government service, 
but it would still show as an expenditure in these figures here.

Q. And the same would apply to the CBC to the extent that you paid them 
monev for radio broadcasting?—A. That is correct.

Q. I suppose it would not be any great task to pick out of these figures the 
amounts paid to other government departments or bodies so that we might have 
the net figure of the amount naid outside of the government entirely, to persons 
outside the government entirely.

By Mr. Fulton:
Q. May I ask whether you design your publicity program in the department 

itself, or do you employ an advertising agency or publicity experts?—A. It is a 
combination of both. There is reliance on the specialists in this field. We do 
not try to do it all ourselves.



PUBLIC ACCOUNTS 211

Mr. Fulton : What you pay to them would come under the heading of 
‘'general”?

The Witness: No, in the acse of advertising in newspapers when a sum is 
paid to an advertising agent it includes the cost of the artistic work, designing 
etc., and as well the cost of placing the advertisement in the newspaper.

By Mr. Fleming:
Q- It is an inclusive service that the advertising agencies render?—A. That 

is correct.
Q. How many advertising agencies are you dealing with? Is there a number, 

°r is it pretty well concentrated in one or two?—A. I was just trying to relate 
this to the period under examination. I think there are four, in so far as news
paper advertising is concerned.

. Q- Could we have a report on the payments made to advertising agencies, 
Wl*di the name in each case?

Mr. Wright : Have you any way of assessing, Mr. Drury, which is the most 
effective form of advertising?

The Witness: This, like the Gallup poll, or the efforts of the Gallup poll, 
is extremely difficult to do. We have tried to question people, samples of men 
eoming into the forces as to what led them to come in as a way of testing the 
efficaciousness of the appeal or the various types of appeal. We have come to 
'he conclusion you really need a trained psychologist to do that. Some men will 
try to give the answer that they think you are trying to get them to give. Others

have entered the forces for personal reasons which they are not willing to 
disclose so they fabricate another. It has not really been very illuminating.

Mr. Wright: How do you arrive yourself then at what you consider to be 
a reasonable division between radio, papers, and other agencies.

The Witness: We rely to some extent on the advice of those advertising 
■'Pccialists, who, I suppose, “play it by ear” to some extent anyway. They have 
lad long experience in the field and will have developed some tests of their 

own.

By Mr. Fleming:
Q. Do you budget your expenditures in advance? Was an amount laid 
ln advance in the budget of the department or particular service to cover 

io recruiting campaign expenditures during the year?—A. It is a general 
Practice.

. Q- Was that done in the case of each of these three years? Was it con
sciously budgeted in advance?—A. In so far as we could, yes.

Q. Well, I do not quite follow when you say “in so far as we could”?— 
V It was done but the figure of expenditure at "the end of the year does not 
ways remain at the figure forecast, some four months before the beginning of 

'le fiscal year.
the
ditu:

Q- I suppose it would not be difficult then to produce the figures showing 
amount budgeted in your estimates for these particular campaign expen
ses _ and the amounts actually expended during the years? I understand• I _ tvnu. une eiiiiuuiiua autuau) cApcuucu viuiin^ Line y cai c : jl uuuciouauu

^ley might not necessarily correspond but I would be interested in seeing them, 
tk ' Drury. It would not be much of a task to prepare those figures?—A. In all 
P°se three years?

The Chairman : Well, let us have it for the year under review. We are 
,’Pposed to have covered the others in the past. I do not ivant to close the 
^°rs but if we are to extend the work to the three past years we are doubling 

e lime that we spend on that while we are actually reviewing 1949-50.
Mr. Fleming : Well, I do not know that is so in this particular case.
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The Chairman : I do not mind in this particular case but 1 do not want to 
establish the procedure of going back for three years—

Mr. Fleming: No? not in every case.
The Chairman : No, I do not want to establish that in every case and go 

into the figures for the past three years.
Mr. Fleming: No, not in every case, but we have these figures now and 

the comparison I think would be interesting.
Mr. Major: To have a fair idea would it be well to have the figures on a 

year where you would have an increase and then give them for a year where 
you would have a decrease, so that members w'ould have a fair idea?

The Chairman: Out of these three years?
Mr. Major: Yes. If you xvill give us an increase or figures where there is 

an increase and then figures where the returns would be on the decreasing side, 
then we would have an idea.

Mr. Fleming: The figures would show whether there was an increase or 
decrease—if we had the figures for the three years.

Mr. Maltais: Would the budget be influenced very much by the inter
national situation? If there was apprehension of war, for instance in Korea,
I presume you would have to enlarge your budget?

The Chairman: Well, we are dealing with 1949-50; we are not dealing with 
Korea.

Mr. Maltais : Yes, but how can you budget a year ahead if you have a 
situation that is not very clear as to the future?

The Witness : I agree with that and it is the point I was trying to make 
with Mr. Fleming. It is difficult to make a forecast as we have to do in the 
late fall of the year of recruiting expenditures in the fiscal year beginning the 
following April. With a changing international situation obviously the forecast 
is not always suitable to events.

Mr. Fleming: We will not expect you to have sat down with a crystal ball 
in making up your estimates.

The Chairman : In any event in those three years there was no special 
difficulty in the international situation so we might be able to judge whether the 
budgeting has been done right. Now, Mr. Sinclair, I think you had a question.

By Mr. Sinclair:
Q. A few moments ago you were talking about placing advertising through 

advertising agents. You said you did some of your own work. If you place an 
ad direct do you get the 15 per cent rebate because you do not use an adver
tising agent?—A. I do not know; I would have to find out.

Q. I was wondering what sort of credit these advertising agencies give you 
for work you yourself do in preparing material for— •—A. For insertion?

Q. Yes?
The Chairman : Do you mean would the paper give 15 per cent?
Mr. Sinclair: If the department supplies an ad directly to the paper would 

you get the 15 per cent fee which the advertising agency gets?
The Witness: Well, the department does not normally place advertise

ments directly in that at National Defence headquarters in Ottawa v"r® 
are concerned with the sort of national advertising, and the only placement of 
advertising which would be done directly would be by the people Genera 
Pearkes had in mind, the reserve commands and local units. I would imagine 
without knowing, that they could not command any very heavy discount.
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Mr. Fraser: Mr. Chairman, I was wondering, in regard to these jet ’planes 
and other ’planes that are sent out for recruiting purposes to different fairs of 
one kind and another, whether that is charged up to recruiting or is there any 
account taken of it?

The Witness: That is not charged up to recruiting; it is not reflected in 
fhe accounts as a charge against recruiting. To try to cost operations in that 
way would be a quite difficult process.

The Chairman: It is just considered part of the operation of the unit that 
took part in the particular publicity. It is not charged to publicity ; it is charged 
f° the expense of that unit.

Mr. Fraser: What I am getting at is that jet ’planes were sent to the Toronto 
Exhibition last year and likely will be sent again this year.

The Chairman : It is part of their training at the same time—it plays a 
double role. It would be hard to determine which was publicity and which part 
^ccrued to the value of the jet crew when they went there. I think there would 
be a very fine line.

I

By Mr. Fleming:
Q- I think Mr. Drury indicated these figures did not include in any case 

Payments made within the department?—A. That is right.
Q. Out of the department’s appropriations each year there is nothing appear- 

ln8 in these figures which is chargeable to recruiting campaigns?—A. I think I 
understand you correctly.

Q. These are all payments, you indicated, that were made to persons outside 
the Department of National Defence? Mr. Chairman, we do not have the 
totals for the three services in each year. Are those part of the statement you 
have, Mr. Drury?—A. I am sorry, no. I have not done the addition.

. Q- I think probably we can do that pretty simply. I just want to get a 
basis for comparison. In the year 1947-48 the total runs about $192,000; in the 
year 1948-49 the total runs about $900,000; in the year 1949-50 the total runs—

Mr. Fulton : About $997,000.
Mr. Fleming : Yes, about $1 million.
Now, you were asked I think, for a statement of the number of recruits 

"btamed in each year. I do not know whether I have it right but you gave 
the figure as 8,095 for this last fiscal year.

Mr. Thatcher: 8,095?

By Mr. Fleming:
Q- Or 8,595?—A. 8,595.
Q- Have you here the figures of recruits for the two previous years?—A. No.
Q- You could get those quite simply, I suppose, and you could work out for 

jts the cost measured in terms of these recruiting campaigns. I am not suggest- 
ln" that is the total cost, but as far as expenditures on these special campaigns 
|V'e concerned you could give the cost per recruit for each year for each of the 

lree services. What has been the tendency in the three services in respect of 
dvertising campaigns as to the extent of them, as to the results, and as to the 
umber of recruits? Could vou make a general statement on that?—A. No. I 

Could not now.
Q- I will wait.—A. That is just the arithmetic you want.

By Mr. Thatcher:
Q- Perhaps Mr. Drury has a statement here and can tell how many active 

. ivme personnel are engaged, in all the services, in drawing up this advertis- 
A. No, I have not got precise figures on that. There are some who are
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engaged full time and others part time. I, myself, from time to time look at 
these things. I would find it difficult to figure how much of my time was 
devoted to it. There would be a considerable number of other people too.

Q. This would seem to me to be one place where it would be wise to- have 
outside people doing it and I would like to know how many full-time people are 
engaged in this advertising?—A. If you would be satisfied with an offhand 
figure—

Q. Yes?—A. It would probably be ten or twelve.
Q. That is all in all of Canada?—A. Yes.
Q. That is fine then.
Mr. Fulton : Then you would have additional personnel employed on that?
The Witness: No, I am including the departmental personnel engaged full 

time in drawing up advertisements.

By Mr. Fleming:
Q. Do I understand from a previous answer that the placing of advertise

ments in newspaper or journals as may be the case is left entirely to the advertis
ing agent whom you retain?—A. Generally speaking, this is so.

Q. Is any instruction given by the department to these agencies as to where 
the advertisements are to be placed?—A. Some instruction is given. In general 
we do not go as far as you have first suggested, namely, tell the advertising 
agency to advertise and let us have the bill. There is consultation and discus
sion as to the type of advertising which is most efficacious, the type of newspaper, 
whether it be weekly, fortnightly, or daily, and the sort of proportion there 
should be between them, and generally the geographical areas of the country 
where it would seem on the basis of results more desirable to concentrate, and 
again a choice as between rural and urban. Now, it is not left entirely to the' 
discretion of these advertising agencies to place these advertisements.

Q. How close and how frequent is this consultation, Mr. Drury ; that is, 
between your departmental officials and the representatives of these advertising 
agencies that you retain?—A. Well, it would be weekly anyhow, and it may 
extend over a period of three or four weeks at the outset of a period to determine 
the general line of attack, and then following that there would be consultation 
as necessary, but I would think it would work out on the average once a week.

Q. Does the department .do anything more than indicate its approval or 
disapproval of the general program of advertising; that is to say, so much radio, 
so much weekly newspaper, so much daily, so much for journals, so much bill
boards and so on. Does it ever get down to a question of selecting the particular 
organs through which advertising is to be passed out?—A. You mean particular 
newspapers?

Q. Yes, journals or any other particular form of advertising vehicle? ^ 
might mean particular radio stations, it might mean particular billboards, par* 
ticular localities, particular firms in these businesses.—A. Well, in the case of 
the newspapers, as I mentioned before, at national headquarters we are con
cerned with the national campaign and are therefore not interested in individual 
newspapers.

Q. That means you never. . .
The Chairman : Would you mind letting the witness carry on with his 

answer, he just paused in the middle of an answer.
The Witness : In the case of allocation of grants to commands and navjal

divisions for advertising, the selection of the newspaper or newspapers is generally

of
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left largely up to the man on the spot. We do not give him directions aS
which is the most efficient newspaper for his particular purposes. In the case 
radio stations it tends to be, generally speaking, a case of getting—leaving 011



PUBLIC ACCOUNTS 215

the national program, the national hookup by the Canadian Broadcasting Cor
poration-times for spot announcements on other radio programs, which you 
may all have heard. It is a case there of working out with a local station, trying 
to get time with them at the most advantageous rates. I think I can answer 
your question by saying that there is no practice of dictating to the advertising 
agencies to include or exclude this or that particular organ of a medium.

By Mr. Fleming:
Q. Apart from dictation, is there any suggestion?—A. Well, that is a question 

that I cannot answer as I have not sat in on all the discussions which take 
Place as between the advertising agencies and the different services in Ottawa.

Q. Well, I suppose if we see the statement we can determine that.
Mr. Thatcher: Mr. Drury made a statement—are you finished tabling 

those reports, Mr. Drury?
The Witness: No.
The Chairman : You have another report?
The Witness: I have some more from the last meeting, Mr. Chairman.
The Chairman : Let us go ahead then and get all the answers in first.
The Witness: Colonel Harkness asked for an outline of the public relations 

organization in commands and the duties performed by public relations officers.
In the navy there are two field PROs, one of the Atlantic command and 

°ne of the Pacific command, in the rank of naval lieutenant ; in the army, 
there are five field PROs, one at each of the army commands, eastern, Quebec, 
central, prairie, and western; in the RCAF there are two field PRO’s, one at 
Edmonton, northwest air command, and one at Trenton training command.

By Mr. Sinclair:
Q. Have you the ranks of these PROs?—A. Yes, I meant to give those. 

In the army, of the five, three arc majors and two are captains.
Q. Colonel Harkness has suggested there were some lieutenant colonels 

among the PROs.—A. I think he was going to let the committee know who they 
were.

Mr. Harkness : In my question I said I knew there were some majors, 
nnt I thought there were some lieutenant-colonels too.

The Witness: There is a lieutenant colonel or the equivalent in each 
service at national defence headquarters.

Mr. Fleming: Would you give us the rank of the two in the RCAF?
The Witness: One flying officer and two flight lieutenants.

By Mr. Sinclair:
Q. Why should their ranks in the RCAF be lower than the equivalent in 

the army? In the army they rank as majors or captains?—A. It is a measure 
the importance that each service attaches to this type of work and it is also 

related in a general way to personalities. This is a specialized form of job.
Q- The air force is easier to explain to the people than the army?
Mr. Pearkes : Is it in accordance with the importance attached to the

service?
Mr. Fraser: You said there were two in the RCAF, one at Edmonton, 

and one at Trenton, and then you said there were three, a flying officer and two
neutenants.
j. The Witness: I just discovered that mistake myself, too. I am sorry, 

r- Fraser, I cannot reconcile that at the moment.
Mr. Harkness : Apparently, there are three instead of two.
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The Witness : I will discover what the discrepancy is between committee 
meetings.

The duties of a PRO are: Issuance of press releases and liaison with 
press, radio and other forms of publicity media; Notes on speeches for com
manding officers.

Mr. Thatcher: And parliamentary assistants?
The Witness : The compilation of biographical sketches of the principal 

officers in their command.

By Mr. Fleming:
Q. Down to what rank?—A. It is a little difficult to know what sort of 

queries the press are going to ask and there should in fact be a biographical 
sketch for press purposes of almost any officer. The press are interested, to take 
an example in the biographical details of all the officers who go on a search 
and rescue flight, and these normally may be headed by a squadron leader 
or more likely by a flight lieutenant or flying officer, and that is material that 
should be available, and is. ,T

Q. It is not so much by rank as by colourfulness.—A. Well, I would think 
perhaps that the demand for this thing would be in relation to the glamour of 
the individual.

The Chairman : Or his efficiency?
Mr. Kirk (Digby-Yarmouth): The same would be true of certain members 

of parliament.

By Mr. Thatcher:
Q. The point of it all is that you do not spend very much on these PROs in 

the service seeing that there are just ten of them and their salaries could not be 
very high. —A. I think that is a reasonable deduction.

Q. What is the next step?—A. I wonder whether Colonel Harkness is 
interested in a further recital of these duties.

Mr. Harkness: What other duties are there?
The Witness: Well, they are under nine headings, we have covered three. 

The next ones are, arranging press, civic and official tours of a service installation, 
and “open houses” or “open house” for the public. Now, this is a burdensome 
preoccupation in that every effort is made by the service to interest the general 
public in what they are doing and the only way to get them interested is to 
bring them in to see what is being done. The minister himself has taken some 
people to Churchill and he is going to take some more to Toronto, just to carry 
out this sort of thing, and it is the job of the PRO to make all the detailed 
arrangements for that.

Next is arranging ceremonies for awards and decorations ; staging special 
exhibits; assuring adequate participation in community charities and benefits; 
supplying a photographic coverage on service installation and operation of the 
photographic dark room; and also, looking after correspondence with the public 
on publicity questions.

Mr. Fraser: Just a moment, please. In that you said, “assuring participat
ing on his installation in community charities and the benefits.” Now, just 
during the last few years the department has been charging a very high rate f°r 
the rent of drill halls, armories and so on, for charitable purposes ; I mean, when 
they are being used for charitable purposes. Why was that put into effect- 
Formerly they could get the rental of a drill hall for a nominal sum, perhaps 
$20.00, and in addition to that they would only have to pay for a fireman to be 
on the job just to protect the property, and for a policeman, and, of course, f°r
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janitor service ; but now the cost is pretty high, it is up into the hundreds of 
dollars in some cases, and on top of that the service club which is using it for 
charitable purposes has to pay the fireman, the insurance and the police, and also 
for the janitor service; so it would seem that the co-operation there is not very 
great. It is not the way it should be.

Mr. Sinclair: Do I understand that Mr. Fraser is objecting to trying to get 
a fair rental for the use of public property? Is that your point?

Mr. Fraser : No, I am not objecting. I am asking a question: Why the 
sudden increase in rentals for the use of such buildings by service clubs? The 
service club is not the same as a private individual who wants to make a lot of 
ruoney, that is a different proposition; he should pay a fair rental. But where 
the service club is using the property for charitable purposes I think there 
should be some reason in regard to the rent, that it should be a reasonable one.

Mr. Thatcher: Possibly the fact that real estate has risen very considerably 
ln value is part of the explanation.

Mr. Sinclair: Well, who is to be the judge of what a charitable function is? 
Mr. Fulton : Should we ask the deputy minister whether this increase in 

rentals has been laid down as a matter of policy?
The Witness : The present policy is to charge to the user the overhead and 

expenses incurred as a result of such use. In the past there has been a nominal, 
a purely nominal charge. Now a charge is made which will absorb the cost of 
the overhead during that time. There is a charge made now, and in some 
'^stances it is quite heavy, for insurance coverage. We had previously, under 
one °f these nominal charge cases, a drill hall burned down by the users. There 
}vas no insurance. With many of these charitable organizations, they will not 
lave the funds with which to re-build a drill hall, with the result that the tax
payer has to. So now we ask the user, whoever it may be, to carry insurance 
ln favour of the Crown for that. Charges are also made in certain parts of the 
country in respect to electric lights, heat, and so on, but I do not think we have 
yet reached the point where any profit is made on this transaction.

Mr. Fraser: The reason I asked was that I was wondering why the increase 
rental. I do not think any of us object to the payment of a janitor, and charges 

0 that kind; but what I am concerned about is the rental charge when the 
Property is used for charitable purposes.
t Witness: As Mr. Sinclair pointed out, it seems to me extremely difficult
o determine what is a charitable purpose. There have been occasions when 
erc has been the appearance of philanthropy when in fact the only people not 

0 make any money out of it are the owners of the armory, the public. The 
Private individual runs the show for a fee, a collection, and if he can get free 
I ,cmises to operate his scheme then his return is that much greater. However, in 
peases there is no doubt that the functions are purely philanthropic, where 

the effort is voluntary, and I would think in instances of that kind there 
°md not be much more than the payment of the actual overhead, 

ahl ^r" Eraser: What I am trying to get at is that in bona fide cases of charit- 
e_ events, they are in the interests of the public and should have only a 

D°minal rental.
j.i -Mr. Sinclair: I would like to point out that we in the committee have in 
g e Past heard from Mr. Fraser about expenditures, and about the National Film 

°ard competing with people in business who are making pictures as an occupa- 
,°n- In this country there are also hotels, with banquet halls, ball rooms and 
"mar facilities, they are also in the business of providing for the public.

Mr. Fraser: That has nothing to do with this particular business because 
la-t takes place in an armory could not take place in a hotel.
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Mr. Sinclair: Are you suggesting it is quite subversive?
Mr. Thatcher: You are speaking personally, of course.
Mr. Fraser: As a matter of convenience. There would not be a hotel that 

would hold a trade fair or anything like that. An armory could hold that but a 
hotel could not. It is a matter of accommodation for a large group.

The Chairman: Now, gentlemen, this is all very interesting, I know, but 
could we carry on with the other answers? Mr. Drury has more answers to 
questions which were put to him. Could we get on with them now?

The Witness: Educational qualifications required for enlistment in the 
ranks in the services (I think this was Mr. Thatcher’s question) in the fiscal 
year 1949-50, in the Royal Canadian Navy, grade 8; in the army, grade 8; and 
in the R.C.A.F. the equivalent to grade 8, or two years less than junior matricula
tion. These are the general bases for entry of unskilled and unqualified recruits- 
These are the entry qualifications for the entry of the private soldier, seaman and 
airman of general trades. There are a whole series of differing qualifications m 
the case of the requirements for the various tradesmen.

Mr. Fleming: Could we have that put on the record rather than take the 
time to read it?

The Chairman: We read from one report for fifteen minutes when it could 
have been tabled in just a second. I suggest in this case he be permitted to 
continue because there are only three short items.

Mr. Fleming: I am sorry, Mr. Chairman; I thought Mr. Drury was going 
to start to read a long list of qualifications for tradesmen.

Mr. Thatcher: He could table them in any case.
The Witness: The next is the amount paid the Department of Veterans 

Affairs in 1949-50 for the hospitalization of service personnel; on account of the 
navy, $165,500; on account of the army, $315,778; on account of the R.C.A.I^ 
$220,491; making a total of $737,769; and the rate charged per day was 
which is the standard rate charged by the D.V.A.

Mr. Fulton : Is that the average amount for coverage in all cases, or is that 
the actual amount paid by you to D.V.A.?

The Witness: That is the rate set.
Mr. Pearkes: Is medical service considered in that?
The Witness: Medical service is in that. When we put a man in we Pa^ 

D.V.A. in respect of that patient $9.75 a day.
Mr. Pearkes: Does that include a surgical operation and everything?
The Witness: Yes.
Mr. Harkness: How does that compare with the cost of your own hos

pitals? Have you any figures showing the cost in your own hospitals; f° 
instance, such as Chorley Park?

The Witness: It would be possible to work out cost of treatment for a 
patient and an appropriate charge for it, but it would be a quite complicate 
operation because there are a number of things carried on at Chorley Park, 1° 
instance—different work from that directly relating to hospitalization; tn 
examination of recruits and so on, as well as the blood bank.

Mr. Harkness: I take it you have no figures as to what it costs the depait' 
ment at one of your hospitals?

The Witness: Nowhere. The next question was how many recruiting 
centres were there in 1949-50: The total is 42; 20 for the navy, 11 for the army 
and 11 for the R..C.A.F. The reason the number in the navy is apparently s
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high is that each naval reserve division is constituted as a recruiting centre 
or a place where they can receive recruits. Those are all the answers, Mr. 
Chairman, that I have so far.

By Mr. Thatcher:
Q. There is one question then arising out of a statement made by Mr. 

Drury just at the end of the last meeting which I wish he would elaborate on a 
httle further, if he can do that at this time. He made the statement that 
Canada ties up proportionately less of her military manpower in non-combat 
jobs than either the United States or the United Kingdom. That statement is 
most gratifying, but I would like now if Mr. Drury would elaborate on it and 
tell us on what he based it. Are you guessing militarily, or do you know? 
Have you any figures which substantiate that?—A. I haven’t got them here. 
Hi the case of the navy, roughly 50 per cent of the navy is at sea or in ships, 
and the other 50 per cent are on shore installations.

Q. How about the army?—A. In the army it is a little more difficult to 
work out but we go on the basis of what is known as the divisional slices', the 
relationship of numbers of men in combat units to the total.

Q. Well, what would you take—let me elaborate on that for a minute, 
Mr. Drury.

The Chairman: I wonder if Mr. Drury had finished with his answer?
The Witness: Yes, I had finished that, Mr. Chairman.

By Mr. Thatcher:
Q. In their issue of February 24, the American magazine known as The 

Ç^-urday Evening Post quote two war correspondents just back from Korea, 
rhose correspondents had been interviewing some of the units over there. 
According to them in Korea today, as far as the Americans are concerned, a 
rifle company of 180 men, 37 are doing something else beside fighting. On the 
01 her hand, these correspondents state that in a Russian rifle company, the figure 
ls °nly two ; that is, only two men in a Russian rifle company do anything but 
shoot at the enemy.

Now, in a Canadian rifle company, what would the comparable figure be? 
Would you have any idea?—A. I am not sure how he arrives at his figures of 
men who shoot at the enemy. In our rifle company every man is equipped 
with a weapon and is trained to use it, every single man, including the officers.

I am not sure whether in the 37 non-shooters he puts the officers as 
having command and administrative duties.

Q. Well, if you want to peruse this article, I would be glad to give it to 
y°u. I wish you would try to arrive at the figure for us. But if as you say, 
w® have such a large proportion of military manpower in actual fighting jobs, 
then how is it that on March 31, at the time of these public accounts, the 
^mister said, I think, that we had 20,000 odd in the army—how is it that we 
had so few ready three months later when the Korea trouble broke out? They 
ar° not doing advertising. That is obvious from what we have heard this 
looming ; and they are not doing certain other things. How do you reconcile 
hat fact with your statement at the last meeting?

The Chairman : Did anybody say that they were not ready to go fighting, 
°r rather that they wanted to keep them for other duties at home, and have a 
sPecial force for the fighting?

Mr. Thatcher : I would like Mr. Drury to answer my question, Mr.
Chairman.
i. The Chairman : I am just pointing it out to you, and Mr. Drury can take 

Horn there.
The Witness: I think the chairman has given the answer.
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By Mr. Thatcher:
Q. Did I understand you to say that your department had the men, but 

that the government did not want to use them in that way?—A. I think, yes, 
we can say that; that had they not specifically assigned other tasks, it would 
have been possible to have found a force to go to Korea from within the Cana
dian army as it existed in June, 1949.

Q. Do you mean, after a good deal of training, or were they ready at that 
time?—A. Trained !

Q. They were trained? How many men, would you estimate?—A. Are 
trained?

Q. No, were ready at the end of this period we are studying, March 31; 
how many men did you have who were fighting men and who could have gone 
into combat as a fighting team?—A. I do not know; I would have to look at 
the figures. I would hesitate to throw out a guess at this point.

Q. Well, as deputy minister in charge of our defences, surely you would 
know how many men we had ready to fight, would you not?—A. I would only 
be able to hazard a guess at this moment.

Q. Very well, would you hazard that guess then?
The Chairman : I do not think we should have it as of this moment, but 

as of March 31, 1950.

By Mr. Thatcher:
Q. We spent $400,000 on that department; how many men did we have 

to fight?—A. I could obtain that figure for you. I very much dislike making 
a guess now as to the state of affairs two years ago, or one year ago.

Q. And what was the number of men who were fully trained?
The Chairman : That is, on March 31, 1950?

By Mr. Thatcher:
Q. Yes, who were ready to go into combat. I cannot, as a layman, reconcile 

your statement at the last meeting with that fact.—A. I may say that the navy, 
who did not have immediate tasks to discharge, were able to dispatch a des
troyer, or three destroyers to Korea as soon as they could get the necessary 
warlike stores on board. They did not go into further training and working-uP 
operations.

Q. What about the air force, Mr. Drury, on that date? How many active 
squadrons did you have at that time?—A. Here we get into—I wonder if I might 
not answer that question at the moment. I am not sure about security arrange- 
ments on that figure. ,

Q. These are a year old, Mr. Drury.—A. Yes, I appreciate that, but 
generally speaking announcements that we have made on strength have been 
based on improvements over a year ago.

Q. Did you have on March 31 any active squadrons that could have been 
dispatched into immediate fighting, if it had been necessary?

The Chairman : I think that if the witness in his official capacity states 
that for security reasons he does not want to answer, we should not go nn> 
further, unless the question has to do with an expenditure of money. Wi® 
a question like this, I do not think we should go any further under the 
circumstances.

Mr. Fulton : How about having the question put in another way? Ve 
us see if that particular question could not be answered? Perhaps the question 
which Mr. Thatcher has just put could be presented in a different form.

The Chairman : I do not want to block anyone’s question. But the witness 
here has a responsibility in the Department of National Defence and he raise») 
himself, the advisability of not revealing the figures. I do not think the com
mittee should go any further than that.
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Mr. Thatcher: We spent $174 million us at March 31 on the air force. 
But did we on that date have planes that we could dispatch overseas, or anywhere 
else where fighting was going on?

The Chairman : Did we have them ready to go at that time?

By Mr. Thatcher:
Q. Did we have active squadrons as a result of the spending of our money? 

"A. Yes, we had active squadrons as a result of the spending of our money.
Q- Could you give us any details?—A. We had active squadrons of various 

types; there were fighter squadrons and reconnaissance squadrons.
Q. How many fighter squadrons did we have?
The Chairman : That is the type of question to which the witness objected 

a moment ago. He objects to giving figures with respect to our actual armament 
at that time.

Mr. Thatcher: Then how are we to know?
The Chairman : You have the right to call in any treasury official of the 

department and ask him: What did you have for an expenditure of $175 
million, at that date.

Mr. Thatcher: Well, how are we to know if there is enough air force to 
Protect this country, if we do not know how many there are?

Mr. Sinclair: There is the point where he differs in his question because, 
alter all, our air force was designed for the defence of this country. It is a 
merent thing to ask: How many would be sent to Korea, and what squadrons 

' o we have for the protection of this country. The purpose of the air force is the 
defence of Canada.

Mr. Thatcher: I shall change my question then. How many air force 
ffuadrons, and of what strength, were ready to fight, ready and established in 
Canada on March 31?

The Chairman : Again, the witness is at liberty to answer or not.
Mr. Sinclair: It is too bad the member from Moose Jaw does not read 

de report before he comes in here.
Mr. Thatcher: I have read the report before.
Mr. Sinclair: Look at page 56.
Mr. Thatcher: I cannot just reconcile it.
The Witness: It is paragraph 419.

n Mr. Sinclair: You should read the report instead of The Saturday Evening
Post.

By Mr. Thatcher:
,. Q- Would you elaborate on this, Mr. Drury. Were these squadrons men- 
joned in paragraph 419 up to full strength? Were they fully trained? Were

they ready to. fight?—A. No. The squadrons formed in that year could hardlyk? classed as fully trained and ready to fight. They were also deficient in 
'rcraft in relation to the total number required to make up a war establish

ment.
j. Q- Is it not a fact that most of them were in the blueprint stage at this 

me, and that very few of those ten were in a position to fight? Is not that 
°rrect?—A. Well, not all of them have what I think you understand as a 
gnting role. Would you consider a reconnaissance squadron ready to fly and 
c°nnoiter as being ready to fight?

t Q- Well, would you?—A. Yes. But I do not think that is what you really 
ave in mind.

j Q: No. What I was trying to get at was whether we had a sufficient fighting 
rce in Canada to give us reasonable protection in case of war? In other
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words, were a lot of these squadrons just on paper and did not have the planes? 
Could you tell me if the CF-100 is to be our main plane?

Mr. Campnby: Just a moment, Mr. Chairman. I think that is a question 
of policy.

Mr. Thatcher: Well, the minister made that statement.
Mr. Campnby: It is to be taken up in the House. I do not think it is 

proper to ask this witness.
Mr. Thatcher: We have spent hundreds of millions of dollars and I would 

like to know how many CF-100’s we have to show for it?
The Chairman : We are not dealing with the moment, we are at March <&• 

1950. Jj
Mr. Fulton : Would it help, Mr. Thatcher, to ask the deputy minister if he 

could give us, without breaking security regulations, a breakdown of those 
figures set out at page 419, as to types—fighter, bomber, and so on? We might 
then question him further, if we could get that breakdown, as to the state ot 
preparedness of the individual squadrons.

Would that be all right?
Mr. Thatcher: Yes, that would be all right.
The Chairman : I think it would be only fair to let the witness think it 

over and get the answer to Mr. Fulton’s question which might give light on the 
problem.

Mr. Thatcher: The minister made this statement—
The Chairman : On what date?
Mr. Thatcher: February 5, 1951 : “If the question is asked”—he is talking 

of the air force and why it is not fully operational—“it is because the aircraft 
—the F-86 Sabre and the CF-100 Canuck—have only recently been developed 
and have not yet been produced in the numbers required.”

The Chairman: You are talking of the year that followed. Do we not 
have enough with $400 million to go into here. We may have about twenty 
more meetings of this committee and if I was on the other side, I would try to 
dig into that $400 million and try to find something in it.

Mr. Thatcher: You just told me that for reasons of security we could not 
do that.

The Chairman: Up to March 31, 1950, we have $400 million that have 
been spent. I would imagine that is meat enough for us to go into if we have 
only twenty more meetings—rather than to speculate on what will come before 
this committee and on what will be the order of business next year for the Com
mittee on Public Accounts. At the moment our province is $1 billion in the 
whole of the publie accounts and in the defence department we have nearly 
$400 million. We have twenty more meetings or so—if we judge by other 
years. We have never gone beyond thirty-four meetings, so let us say that 
we have twenty or twenty-two more meetings. Surely $400 million is quh® 
ample ground for our study.

Mr. Thatcher: I agree with you on that but I was questioning on last 
year a moment ago and you told me to stop because of security reasons. ** 
you want to leave this at the moment until Mr. Drury can get the break
down it is agreeable to me.

Mr. Harkness: I would like to ask one question along that line and k 
would be simply this: On March 31, 1950, did the air force have one sdng‘e 
fully operational, fully equipped, and fully manned fighter squadron?

The Witness: Yes.
Mr. Thatcher: Did they have two?
The Chairman : Oh, well, we are not in the auction business.
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By Mr. Fulton:
Q. Following up the general question that Mr. Thatcher started with regard 

to the statement made by the deputy minister at the close of the last meeting, 
can you tell us on what analysis you base the statement that Canada has a 
tosher percentage of men ready to take the field as opposed to the United King
dom or the United States?—A. I do not think that was quite the statement.

Q. Higher proportion?
The Chairman : If I remember correctly the statement was with respect 

to a regiment or to a group of soldiers or servicemen in the field. There were 
toore there specially for fighting than there were in auxiliary services.

In the American army it was stated that it takes seven in the field to serve 
three who are in combat duty. In the Russian army it would be the opposite. 
Hie witness stated that our proportion was better than that for the British and 
the Americans.

Mr. Fulton : Then the statement made by the deputy minister bad refer- 
ence to a field unit and not to the defence forces as a whole?

The Witness : No, to the defence forces as a whole.
The Chairman : The statement there was for a field unit. The statement 

t mentioned was for a field unit—that it took more men as auxiliaries to help 
those who actually fight—supply food and serve them—

Mr. Fulton : That was in answer to a statement Mr. Thatcher read from 
tee Saturday Evening Post.

The Chairman : At the last meeting there was a question along those lines.

By Mr. Fulton:
Q. The statement made at the last meeting I understood referred to the 

defence forces as a whole. The deputy minister said in effect that in Canada 
°Ur defence forces have a higher proportion of men who might be called field 
?r fighting units than in the British or American services, and I am asking him 
I' that is correct on what sort of analysis did he base that statement?—A. In 
toe case of the navy, the number of men afloat as against those ashore ; in the

of the army, as I mentioned to Mr. Thatcher, what is known as the 
divisional slice’; in the case of the air force it is the number of men engaged in 
actoal operational duty as distinguished from those engaged in administration, 
rePairs, and so forth.

Q. Well, I have asked you for a breakdown of the air force which I under
stand you are taking under consideration. Can you tell us at the end of this 
Period under review, March 31, 1950, what field formations there were in the 
army ready and trained at that time to take the field in an operational role?— 
Ÿ'.Well, I cannot answer that offhand; again I would have to go to records. 
It is easy to refer to the mobile striking group as a unit, but then there are a 
dumber of other units in comparable position, the details of those I cannot recall
offhand.

Mr. Thatcher: You mean as defence minister, Mr. Drury you cannot—
Mr. Campney: He is not the defence minister?
Mr. Thatcher: Deputy minister—you would not know what active forces 

We had at that time?
Mr. Fulton: Not in his head.
The Witness : We had a considerable number of units.
Mr. Fulton: Ready to fight at this date?
The Witness: Yes, who could be put into the field.
Mr. Pearkes: Can you tell us what the Canadian ‘divisional slice’ is, please?
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The Witness: I do not know it offhand. It was something I was going to 
find out, General Pearkes. I am basing my statement not on remembered 
figures but on recollections of arithmetical deductions the details of which I 
cannot remember.

By Mr. Harkness:
Q. What date do you mean this to apply to? March 31, 1950 or to the 

present?—A. The statement was as of March 31, 1950.
Q. At March 31,1950 we had more men, proportionately, in what you might 

call combat units than was the case in the United States or Great Britain r 
I should like to have figures produced to show that.—A. As I mentioned at the 
last meeting it would not be appropriate for us to produce figures for either the 
United Kingdom or the United States.

Q. Well I would like to have the figures for—- —A. Canada?
Q. For Canada, because it is a matter on which I have had quite a bit of 

discussion in the past three years with the minister when the estimates were up, 
and there was certainly never any satisfactory conclusion to it or figures 
produced?

By Mr. Fulton:
Q. Is there not an official publication of either the United Kingdom or the 

United States or both which you could produce and which we could then use for 
the purposes of comparison? I do not want your estimate of what they have but 
have you in your library, or somewhere, any official figures?—A. Well, there are 
official publications but I would have to see if there is an ‘unclassified’ one.

Q. One that has been for general release?—A. Yes.
Mr. Thatcher: Mr. Drury, referring to your answer to Mr. Fulton, do you 

not think the Canadian people might be alarmed that the deputy minister does 
not know the position of the active forces after spending this amount of money?

The Chairman : I do not think that it is a fair question of the deputy 
minister.

Mr. Fulton : I may say that I was asking the minister for figures as at the 
31st March, 1950. I do not need to go any further—but it was for a period over 
a year ago.

By Mr. Fleming:
Q. May I ask a question now about an earlier statement made by Mr- 

Drury? Mr. Drury, you gave us a statement at the opening this morning as to 
the property and equipment declared surplus and subsequently re-purchased- 
You indicated there was no real estate but that in the fiscal year 1949-50 equip' 
ment which had previously been declared surplus and disposed of had been 
repurchased, to a total amount of $327,046—all by the R.C.A.F.

You are nodding, Mr. Drury, the reporter cannot get that.—A. I am sorry, 
yes. . f

Q. Am I to infer from that that there was no repurchase of any kind o‘ 
property, equipment, or anything else, for the army or navy in that fiscal yen1" 
during which these things were declared surplus and disposed of?—A. Not as 
far as we can determine.

Q. Now there have been have there not substantial repurchases since 
March 31, 1950?—A. There have been some.

Q. Now, I will just mention a return that was made in the House on Monday 
last, April 23, in answer to a question regarding sales of equipment or materia 
made to Levy Auto Parts Company, Limited, of Toronto, and then repurchased-
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There are not enough dates in the answer to establish the exact period, but the 
statement indicates that the sales to Levy Auto Parts Company, Limited of 
equipment or materials from Crown Assets Disposal Corporation or any other 
department or agency of the government handling war surplus aggregated 
$302,145.50, and in the period from February 1, 1947, to April 11, 1951, purchases 
from that company for national defence, as I understand it, totalled $3,485,916.78. 
There is a note added by Mr. Mcllraith in this report to this effect:

It is, however, impossible to state what part, if any, of this equipment 
was originally purchased from Crown Assets Disposal Corporation, as it is 
understood that this firm purchased war surplus equipment not only in 
Canada but also in the United States and England.

Have you any records that will enable you to determine the proportion 
°‘ that equipment which was purchased from Levy Auto Parts Company Limited 
which had previously been declared surplus up to March 31, 1950?

The Chairman: Purchased prior to March 31, 1950?
The Witness : No.
Mr. Fleming: In view of your answer as to the enlarged quantity of equip

ment purchased since March 31, 1950, I would like to ask you, Mr. Drury, if you 
Would bring to an early meeting of the committee a statement of such purchases 
subsequent to March 31, 1950, of material and equipment declared surplus and 
disposed of.

The Chairman : I am awfully sorry but that is a question that does not 
concern our committee. Anything that has been made in the way of expenditures 
aher March 31, 1950, is not yet audited by the Auditor General, is not yet 
reported in the Public Accounts, and therefore we have no authority to deal 
J'uth it. When I allow a general question and I myself will claim that I have 
ocen more generous on that account than the vice-chairman after I read the 
Report of last Tuesday’s meeting, when he clamped down on everything after 
^arch 31, 1950. I am willing to let questions go and project beyond 1950 but 
not when they deal with actual figures of public accounts w'hich are not yet 
reported by the Auditor General or by the Comptroller of the Treasury. I will 
allow a question that may enlighten us as to what has happened before to make 
sure whether we should have done differently, and I might say that I have been 
Ve!"y generous on that point but when it comes to figures we have no authority 
Jinless the House changes its order of reference to us, because they are not audited 
y the Auditor General and are not reported in the accounts.

Mr. Fleming : Just to clarify the situation. At the first méeting we 
rushed up against this question several times and Mr. Croll, vice-chairman 

T tk-Was the chair at the time, was not pressed to make a ruling because 
* think we realized sooner or later we would come directly up against this 
Problem as it is one of very great significance. I think you will agree that in the 
Jjourse of sittings of the public accounts committee this year and other years 
Ss well, where we have dealt with a figure in the public accounts, which were 
Pecifically referred to us, we have been able to follow through to- see what 

,,as been done since. For instance, this year in the meetings when Mr. Sellar was 
“e witness, where different questions arose as to matters in his report, we were 

Permitted to follow through and ask what had been done since.
. The Chairman : On this point may I interject this, when I allowed this to 

e done it was to make sure whether the trouble or the unsatisfactory arrange
rs that the Auditor General had found in making up his report had been 

corrected or if he now, at the time he was being examined, knew wdiether the 
°ndition was worse or better, but we never extended into what were the 

expenditures after March 31, 1950. We asked “did this situation improve”, 
Was a satisfactory arrangement made”, and the question was limited to that.
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Now, on Tuesday last, April 17, the question was brought up by Mr. Fleming 
as to 1947 when we investigated the Veterans Land Act. At that time the 
committee had to investigate the sale by the custodian of enemy property of 
the Japanese properties to the Veterans Land Act administration to be sola 
later to veterans, and the committee found that in order to get to the actual 
figures we had to get the whole picture yet we did not extend our investigation 
past the year we had, as to figures. We questioned the witness as to the propriety 
of having this or that done, but we did not check the accounts for the year 
after the period that was under review. We made a thorough investigation; we 
found the facts, and you will admit—I myself drafted the report—we found 
that the man acted unsatisfactorily and we so reported, but we did not go into 
the actual details of the expenditures made after that period, we had no 
instructions. The ruling in general in this, that the accounts referred to us 
are for the year previous, accounts which have been audited by the Auditor 
General, reported first by the Comptroller of the Treasury, and then published 
in the public accounts report. It has always been the ruling, and prior to my 
coming to the chairmanship it has been the same, and I have been here for 
seven years, and it always has been the same since then, and that is that we 
should not examine into expenditures not audited by the Auditor General. I a® 
willing to go to the limit, to let questioning be carried forward in order to get 
a good picture of what may have happened before, but when it comes to actual 
figures I cannot as chairman let the committee go into this because we have no 
order of reference to go into it.

Mr. Benidickson : I support you, Mr. Chairman, on this. May I say 
this on a point of order. I think you are perfectly correct. We have a function 
to perform namely, the examination of the accounts for the year ending March 
31, 1950, and, there are a lot of members in this committee who are interested 
in concentrating on this. Mr. Fleming had some additional information that 
he personally wants to get relative to the things he is questioning about, and » 
Mr. Fleming wants to have some particular information he has an opportunity 
to go elsewhere for it, he can get that information for his own satisfaction by 
asking questions on the order paper or by asking the Minister of National 
Defence when estimates are under consideration. But, as I say, there are others 
on this committee besides him and we want to concentrate on the matters oi 
reference and I think we should stay on that.

Mr. Fleming: Let us not spend any undue time on it. I wanted to add in 
reply to what you just said, Mr. Chairman, that in 1947, when we were on 
that inquiry to which you referred I do not recall any limitation of the kind 
now proposed and when we were on the other subject, namely, the investigation 
of the Veterans Land Act administration we came right up to the last minute 
on expenditure.

The Chairman : As to the efficiency or not of the man under review, because 
we had to do that if we wanted to make our report.

Mr. Fleming: With all due respect to you, Mr. Chairman, it was on the 
public accounts; that enquiry on the public accounts had nothing to do with the 
Japanese land and the Veterans Land Act administration.

The Chairman : I looked up the text the other day and it is plainly said we 
came into this because at one moment we were interested with the custodian of 
enemy property.

Mr. Fleming: Let me just finish, Mr. Chairman, that investigation as to the 
Japanese land, that arose out of a specific reference but as to the enquiry of the 
Veterans Land Act administration that, I am submitting to you, rose directly 'out 
of the public accounts. Now, Mr. Benidickson has raised a point. I am not 
going to take up time nor delay the committee, but I think we understand the 
problem simply to mean, and if it is ruled out of order, we will just have to accept
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the situation, but I will move that Mr. Drury be asked to bring to an early 
meeting of the committee a report of property, equipment and material previously 
declared surplus and sold by the government agencies and re-purchased by the 
Department of National Defence since March 31, 1950.

The Chairman : If it applies prior to 1950, it is in order, but if it applies to 
any expenditures after the 31st of March, 1950, I personally declare it out of 
order.

Mr. Fulton : I wonder if you have fully understood the motion, Mr. Chair
man. As I heard it, it does not call for details of the expenditures made after 
March 31, 1950, but for details of properties sold before March 31, 1950.

The Chairman : Well, you must remember that property is not sold for 
prayers, it is sold for money—

Mr. Fulton : If you just allow me to finish you will probably appreciate 
the point, which you have not done as yet. The motion asked for details of 
Properties sold before March 31, 1950, -which is the period under review.

The Chairman: That can be brought down.
Mr. Fulton : And subsequently re-purchased. It does not ask for how much 

Was spent on the re-purchases, it simply asks for those properties which had been 
re-purchased and not how much was spent.

Mr. Thatcher: On a point of order, Mr. Chairman, would we not properly 
Set that from the Canadian Commercial Corporation?

The Chairman : Normally, the Canadian Commercial Corporation would be 
me people, you are right, but it is the War Assets, or Crown Assets Disposal 
Corporation, not the Canadian Commercial Corporation that sold them.

Mr. Fulton : You are talking about the Crown Assets Disposal Corporation.
The Chairman : Yes, the Crown Assets Disposal Corporation.
Mr. Thatcher: Before you make a ruling, I was wondering—
The Chairman : I would like to answer what Mr. Fulton said, if you don’t 

mind. You say, with regard to the re-purchase of this property, that only a list 
Was asked. It was more than a list, it was how much was sold by War Assets 
aad how much had been re-purchased now, with the details. Now, these things 
are not bought with prayers, they are bought with money. These expenditures 
have to be audited by the Auditor General and, as they pertain to the fiscal 
year 1950-51, they have not been referred to us yet so we have nothing whatever 
*° do with them. That is my ruling.

. .Mr. Fleming: May I just qualify it then. What we are after is essentially 
similar to what Mr. Drury brought here to us this morning, but covering the 
Period since March 31, 1950, as to the purchases made by his department where 
t)e property, equipment or material had previously been owned by the govern
ment, declared surplus and disposed of.

The Chairman : Yes, but it is beyond our order of reference as it relates to 
. exPenditures made after March 31, 1950.

Mr. Fleming: Is that your ruling?
The Chairman : That is my ruling.
Mr. Fleming : May I contest your ruling?
The Chairman : Certainly.
Mr. Thatcher: May I say one word before you do so?
The Chairman : Yes.
Mr. Thatcher: I think technically the chairman is right and Mr. Beni- 

lçkson is right and we should probably stick to that, yet I think the usefulness
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of the committee will be very badly curtailed if that ruling is enforced. The 
chairman this year has been giving us a little more leeway than he did last year.

The Chairman : Thank you, Mr. Thatcher.
Mr. Thatcher: I would like to go further, I feel that if Mr. Fleming presses 

this matter we will be prevented from considering anything more than the 
immediate estimates before the committee. I suggest that it might be better it 
he would leave a little flexibility in it. I think we will get all the information we 
want, one way or another.

Mr. Fleming: It is not in any spirit of quarrelsomeness that I put this 
matter. I am just trying to get it cleared up now so that we will know what 
we have to go on, and so we can frame our enquiries in the committee in the 
light of the ruling.

The Chairman: Earlier in this meeting I stated that our big problem was 
the investigation of this expenditure of $1 billion in 1949-50, and perhaps the 
largest item of that is the $400 million relating to the Department of National 
Defence; that is one item which I think the public would like to have us go into 
very thoroughly.

Mr. Robinson: I think I agree with Mr. Fleming, certainly this question 
has now been before us on four or five occasions. It seems to me that wre are 
wasting time in arguing about the scope of it. Mr. Fleming’s motion now asks 
specifically for expenditures subsequent to March 31, 1950. Members may have 
questions that they would like to ask on other similar points. I agree w-ith him 
entirely. We might as well save time and have a ruling. There may be more 
cases. Let’s get on with it.

The Chairman: In the absence of the secretary may I act as secretary 
and ask all those in favour of the ruling of the chair to raise their hands?

Nine, have indicated yes. Are you satisfied that my count is correct?
All those against the ruling of the chairman, will you please raise your 

hands?
Seven.
I declare the ruling of the chair upheld.
Mr. Benidickson : It is one o’clock, Mr. Chairman.
Mr. Fleming: There is a further motion which I would like to put, Mr- 

Chairman.
The Chairman: I think we have reached one o’clock, the time at which 

we are supposed to rise. Any items that come after that hour can be taken 
up next Wednesday morning at 11 o’clock. The committee stands adjourned 
until next Wednesday at 11 a.m.

Mr. Fulton: Next Wednesday?
The Chairman: Yes, next Wednesday, at 11 a.m.
Mr. Fulton: I think you should consult the members about that. Has 

there been a motion to adjourn?
The Chairman: Are you suggesting that there will be any change in the 

vote which has just taken place?
Mr. Fleming: Well, Mr. Chairman, there has been no motion to adjourn

put.
The Chairman: The committee adjourns automatically.
Mr. Fleming: No, no.
The Chairman : The members have called my attention to the fact that 

it is one o’clock.
Mr. Fleming: But you did not put a motion to adjourn.
The Chairman : Yes, I did: I said, the meeting stands adjourned.
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Mr. Fleming: Well then, Mr. Chairman, what about this meeting on 
Wednesday?

The Chairman: I am not lacking in co-operation. If there are any 
members of the committee who do not find it convenient to sit on Wednesday, 
h two members or more give me due notice I will have the matter further 
considered.

Mr. Fraser: Who made the choice for having the committee sit on 
Wednesday?

. The Chairman : It was thought desirable that we should sit on Wednes
days and Thursdays. If there are members of the committee to whom such an 
arrangement is not satisfactory, we will consider the matter further. In the 
meantime, the committee stands adjourned until Wednesday morning next at 
'1 a.m. or if it suits you better, we will say it is adjourned to the call of the chair.

(Committee adjourned to the call of the chair.)



NATIONAL DEFENCE HEADQUARTERS-SERVICE AND CIVILIAN STRENGTH

Date

Navy Abuy Air Force Administration 
(See Appendix 1)

DUB (Not 
Civil Servants)

Grand Total 
(DUB Not Included)

Officers Mon Civil
ians Total Officers Men Civil- Total Officers Men Civil- Total Civilians— 

Total Total Officers Men Civil- Total

31 March, 1947 172

(31 Jul.

51

V, 1947)

664 887 403 590 454 1,447 318 377 236 931 1,032 36 893 1,018 2,386 4,297

31 March, 1948 159 32 614 805 432 679 475 1,586 239 179 289 707 766 78 830 890 2,144 3,864

31 March, 1949 211 37 615 863 494 725 467 1,686 266 178 297 741 696 91 971 940 2,075 3,986

30 June, 1949 232 34 657 923 457 744 473 1,674 259 176 299 734 705 101 948 954 2,134 4,036

30 Sept., 1949 191 29 658 878 464 745 478 1,687 267 190 306 763 714 102 922 964 2,156 4,042

31 Dec., 1949 236 29 668 933 488 755 492 1,735 283 187 307 777 743 98 1,007 971 2,210 4,188

31 March, 1950 248 31 682 961 473 742 494 1,709 288 189 312 789 744 101 1,009 962 2,232 4,203
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D.N.D. HEADQUARTERS—ADMINISTRATION
CIVILIAN

Branches

Ministers and Deputy Min
ister’s Office...........................

Directorate of Civilian Per-
sonnel....................................

“dge Advocate General...
Central Registries................
Publications................................

hief Auditor (Stores Audit
until March 1/48)................

inspection Board (including
staff outside Ottawa)..........

imperial War Graves, Mili
tary Museum Board, and
Civil Defence.....................

Contracts Branch.................
ependents Allowance Board 

Dependents Board of 
trustees...

"States.
Industrial Defence' Board !

Total..........................

March 
31, 1947

March 
31, 1948

March 
31, 1949

June
30, 1949

Sept.
30, 1949

Dec.
31, 1949

March 
31, 1950

101 68 65 71 73 72 67

85 71 82 82 82 90 84
20 25 18 19 20 19 18

206 138 131 132 132 132 128
108 93 105 103 103 100 76

63 46 34 35 37 37 38

350 288 233 249 256 283 323

10 11 12 10 11 10 10
31 1
31 24 7 2

14 1 1
13

8 2

1,032 766 696 705 714 743 744
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APPENDIX “B"

Fiscal year 1949-50

PERSONNEL AT N.D.H.Q. ENGAGED IN THE PREPARATION 
AND PROCESSING OF REQUISITIONS FOR

Branch

(a) Purchasing
Supplies and Services

(b) Acquisition 
and Disposal of Prope

Officers O/R
Civil
ians Total Officers O/R

Civil
ians

Navy....................................................... 6 Nil 65 71 Nil Nil 4

Army....................................................... 12 20 22 54 2 3 1

Air Force.............................................. 1 2 4 7 5 2 Nil

Admin..................................................... Nil Nil 10 10 Nil Nil 6

19 22 101 142 7 5 11

Navy
CNS.............................................. Nil Nil Nil Nil Nil Nil
CNP............................................. Nil Nil Nil Nil Nil Nil
CNTS:

6 Nil 3 9 Nil Nil Nil
A/CNTS/Works........................ Nil Nil 2 2 Nil Nil 3
Dir. of Naval Stores................ Nil Nil 43 43 Nil Nil Nil
Dir. Gen. Supply and Fleet

Nil Nil 12 12 Nil Nil Nil
Dir. of Civil Accounting........... Nil Nil i i Nil Nil 1
Dir. Gen. Naval Ordnance.... Nil Nil 4 4 Nil Nil Nil

6 Nil 65 71 Nil Nil 4

Army
CGS.............................................. Nil Nil Nil Nil Nil Nil
AG

DMGS ............................ 1 2 Nil 3 Nil Nil Nil
Medical Stores.......................... Nil Nil 6 6 Nil Nil Nil

Nil Nil 1 1 Nil Nil Nil
QMG

DWA......................................... Nil 2 2 2 3 Nil
DOS.......................................... 10 14 11 35 Nil Nil Nil
DME......................................... 1 1 Nil 2 Nil Nil Nil
DST.......................................... Nil 1 1 2 Nil Nil Nil

Chief Engineer............................. Nil Nil 1 1 Nil Nil 1
Design and Development........ Nil Nil 1 1 Nil Nil Nil

CDN Signals Research............. Nil Nil 1 1 Nil Nil Nil

12 20 22 54 2 3 1

Air Force
CAS............................................... Nil Nil Nil Nil Nil Nil Nil
AMAP........................................... Nil Nil Nil Nil Nil Nil Nil
AMOT........................................... Nil Nil Nil Nil Nil Nil Nil
AMP.............................................. Nil Nil Nil Nil Nil Nil Nil
Adm Unit Supply Staff.............. 1 1

AMTS........................................ Nil Nil Nil Nil Nil Nil Nil
CE............................................. 1 2 3 6 5 2 Nil

1 2 4 7 5 2 Nil

Administration
Deputy Minister.......................... Nil Nil 10 10 Nil Nil 6

Nil Nil 10 10 Nil Nil 6

Total



SESSION 1951

Mr.

HOUSE OF COMMONS

STANDING COMMITTEE

ON

PUBLIC ACCOUNTS
CHAIRMAN—MR. L. PHILIPPE PICARD

MINUTES OF PROCEEDINGS AND EVIDENCE
No. 9

TUESDAY, May 1, 1951

WITNESS:
C. M. Drury, C.B.E., D.S.O., E.D., Deputy Minister of National 

Defence.

OTTAWA
EDMOND CLOUTIER, C.M.G., O.A., D.S.P. 

PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
CONTROLLER OF STATIONERY 

1951



1

•; ;

4



MINUTES OF PROCEEDINGS
Tuesday, May 1, 1951.

The Standing Committee on Public Accounts met at 4 o’clock p.m., the 
Chairman, Mr. L. Philippe Picard, presiding.

Members present: Messrs. Anderson, Ashbourne, Benidickson, Blue, 
Boisvert, Brisson, Browne (St. John’s West), Campney, Cauchon, Cavers, 
Cloutier, Croll, Cruickshank, Decore, Fleming, Fraser, Fulford, Fulton, Harkness, 
Helme, Johnston, Larson, Macdonnell (Greenwood), Major, Nowlan, Pearkes, 
Bicard, Pinard, Thatcher.

In attendance: Mr. C. M. Drury, C.B.E., D.S.O., E.D., Deputy Minister of 
National Defence.

The Committee resumed consideration of the Public Accounts relative to 
the Department of National Defence for the fiscal year ended March 31, 1950.

Mr. Fleming moved that the House be requested to enlarge the terms of 
reference of the Committee to include all expenditures to March 31, 1951, and 
information pertinent thereto.

After discussion, and the question having been put on the said motion, it was
negatived.

Mr. Drury tabled the following statements, which are printed as appendices 
to this day’s minutes of proceedings and evidence:
Appendix A: Recruiting Expenses Paid to Other Government Departments and 
Agencies and to Non-Governmental Agencies, 1947-1950.
Appendix B: Estimates, Total Expenditure, Enlistments and Average Expendi- 
tUre Per Enlistment, 1947-1950.

Examination of Mr. Drury was continued.

, At 6 o’clock p.m. the Committee adjourned until Thursday, May 3, at 
11 o’clock a.m.

A. L. BURGESS 
Acting Clerk of the Committee.
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MINUTES OF EVIDENCE
House of Commons,
May 1, 1951.

The Standing Committee on Public Accounts met this day at 4.00 p.m. The 
Chairman, Mr. L. Philippe Picard, presided.

The Chairman : Gentlemen, we have with us again this afternoon the 
deputy minister of National Defence. I think he has some answers to questions 
asked at previous meetings.

Mr. C. M. Drury, C.B.E., D.S.O., E.D., Deputy Minister of National 
defence, called:

Mr. Fleming : Before you get launched on that, may I just say that at 
10 conclusion of the last meeting one matter had been disposed of—your ruling; 

jTf* there had been an appeal. I indicated there was another motion I would 
Jke to bring in and it is along the same line.

The effect of the Chairman’s ruling without dwelling on it, as upheld in the 
omniittee, is that the committee is confined in its study to expenditures up to 

arch 31, 1950. I think, for a number of evident reasons, particularly with 
cgard to our inquiry into the expenditures of the Department of National 
«fence where activities have been greatly accelerated within the next following 

Welve months, that the work of the committee will be much more effective if 
16 sc'ope of its terms of reference is enlarged. Therefore, Mr. Chairman, I 

p°v° that the House be requested to enlarge the terms of reference of the 
°mmittee—to include all expenditures to March 31, 1951, and information

Pertinent thereto.
, The Chairman : Mr. Fleming moves: That the House be requested to 

p arg« the terms of reference of the committee—that is the Public Accounts 
«nimittee—to include all expenditures to March 31, 1951, and information

Pertinent thereto.
Are there any remarks?

J, Mr. Croll: Mr. Chairman, it would appear to me that if we went to the 
fir°ilsc A’ith that request the House would almost laugh us out of the House. The 

r,st thing the House would ask is: Have you completed the job we have already 
(,r you, before you come asking us for further jobs to do?

, We were given a reference to do a certain job and it is a bit surprising to 
Wny a^er Pephaps half a dozen or eight meetings—I do not know how

the Chairman: Nine.
Mr. Croll: —that no one here has even referred once to the book of 

som°Ue*S' * do n°t recall one slight reference to the public accounts containing 
Air °r>i million of expenditures spread over 65 or 70 pages. For that reason, 
the ' k irman> it would seem to me that until such time as we are finished with 
w f°h that the House gave us we ought not to go back and ask for any further 
if ti .c*°—and one does not relate to the other. When we are finished, and 
thf-tWr6 ample time, we can very well then ask for further references. Until 

n t am opposed to it.
235
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Mr. Fraser: Mr. Chairman, Mr. Croll has said that no one has referred 
to the public accounts. That is not true—

Mr. Fleming: No, it is not true.
Mr. Fraser: I do not think it is. I referred to the report on National 

Defence, to March 31, 1950—
Mr. Croll : That is not the public accounts.
Mr. Fraser: But I based my question on an item in the public accounts.
Mr. Croll: I apologize most humbly. One man did once refer and ask one 

question.
The Chairman : The work referred to us is the book on public accounts. 

As I said the other day the figures there total more than If billions and the 
type of work we have selected this year, by unanimous consent, is the review of 
the public accounts of the Department of National Defence, $387 million.

I would dare anybody to say that we have dealt in more than a few 
thousands of dollars or a few hundreds of dollars, and never in detail.

Mr. Larson: Would it not be correct to say that the accounts for the 
ensuing period have not been published or audited, so the only way we could do 
that would be to go right into the Finance Department for the figures? I do 
not think that is within our scope.

Mr. Fleming : The motion does not refer to accounts; it refers to expendi
tures—expenditures up to March 31, 1951 and information pertinent thereto.

The Chairman : May I say that expenditures have to come before a body 
of the House. They must be audited and reported to the House. The last 
accounts that are reported by the Comptroller of the Treasury and audited by 
the Auditor General are contained in this blue book.

During the war we had two separate types of committees, a War Expendi
tures Committee that carried on for the current year, and the Public Accounts 
Committee. ,

Now I am not discussing the advisability of whether this motion should 
be passed or not, but I say at the moment the only accounts that have been 
audited and therefore that we can deal with are those that are in this book— 
because the others are not published and they are not even audited.

Mr. Cruickshank: Well, I agree with Mr. Larson entirely, that we should 
not go into them unless they are audited, but I do not agree with Mr. Croll. 1 
do not think that his argument holds water at all, but it would be nothing 
but a fishing expedition if the accounts had not been audited at all.

Mr. Croll: Question?
Mr. Fleming: May I just answer one or two points that have been raised. 

I will be brief.
First, the matter of audit of the accounts. The Public Accounts Com

mittee is not an auditor ; it is the Auditor General who does the work ot 
auditing. The House deals all the time with information that is based on 
expenditures as reported by departments—expenditures that have not been 
audited, and have not found their way yet into the public accounts. This 
committee in times past has had lots of expenditures reported to it and it has 
interested itself very much in expenditures—even before those expenditures 
were audited. The committee is quite capable of attributing to any reports of 
expenditures not yet audited the weight that should be attributed to them, 
lacking formal audit and certification by the Auditor General.

The Chairman : I would suggest expenditures not actually appearing 
in the public accounts might come before another committee—and that com
mittee is the House of Commons—that is from the government. As far as 
we are concerned at all times the Public Accounts Committee, even during 
the war, was not entrusted with expenditures not reported in the public
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accounts. A special committee during the last war was organized. In the 
third year I was chairman of one of the subcommittees and we dealt in actual 
expenditures. The Public Accounts Committee, itself, by its own name, deals 
with the public accounts and for accounts to be referred to it they have 
to be published and given to us by the Comptroller of the Treasury. Mr. 
Fleming says that the committee is not the auditor but there is the Auditor 
General of Canada and there is the Comptroller of the Treasury—and we 
have not their report past the 31st of March, 1950.

I do not say that we should not get the information; I do not say 
anybody is not entitled to ask as you have that we should deal witth them
that
how 18 a matter of opinion, a matter to be discussed in the House. However, 

can we go before the House and say: “Let us extend our work,” when 
we have not even started with the tremendous amount of work entrusted to us.

Mr. Fleming: May I just complete what I was about to say. So far as 
e necessity of expenditures being audited before coming to the committee 

® concerned, that is completely answered by the reference to the War Expendi- 
• res Committee. There the committee was dealing with current expenditures 

advance of audit and in advance of publication in the public accounts, 
0 there is not any argument there at all.
, On the point Mr. Croll has raised there is nothing fixed or predetermined 
°nt the scope of the Public Accounts Committee. The Public Accounts 

°ttimittee in times past has referred to its items of legislation or review.
The Chairman: You are perfectly right.
Mn Fleming: And we have had information already this year—as a 

idt ^a(T f°r this—that when the announced amendments to the Consol
idated Revenue and Audit Act are introduced in the House they should be 
autirrC-rï this committee for review. There is nothing in the way of 
in t° say this committee must be confined to what is already contained

he published public accounts bearing the certificate of the Auditor General. 
Vet ^or the other point which Mr. Croll has raised about our not having 
is ,P0InPleted what was referred to us, of course we have not, but the answer 

hat we could do a much more effective job on the accounts for the 
seal year ended March 31, 1950, if our scope of reference was enlarged 
s Proposed in this amendment. I suppose half a dozen times already we have 
rushed up against the date line of March 31, 1950, where we are not able 

Judge as to the wisdom of policies reflected in expenditures.
The Chairman: May I point out that happened three times and those three 

articular times arose at the last meeting.
Mr. Fleming : We ran into it at another meeting when the vice-chairman 

, s ln the chair. We have already been confronted with the problem of the 
jt 0 hne and it is hampering the work of the committee. We run into 

on things arising either out of evidence given by Mr. Drury or out of 
if f^TaPlls he has read in answer to questions by the committee. Naturally, 
j. r6 committee is going to inform itself adequately it is going to be wanting 

know, I trust in every case, what has been happening since the 31st 
w drch, 1950. Now, by the ruling which the chairman has made and which 
and by the committee we are not going to be able to go beyond that date
: } think the result inevitably is going to be that the committee’s inquiry

going to be stultified.
sim i amendment I have not made any reference to the accounts, I have 
ad ^ ProPosed that we ask the House to permit the committee to do an 

(iuate job. Wc will be working of course from the accounts for the fiscal 
ar ended March 31, 1950, but I think it has been shown already in our study
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of those accounts, that it is clearly necessary that we be permitted to get 
information about expenditures made within the next following fiscal year 
ending March 31, 1951.

The amendment does not refer to the public accounts; it simply asks 
that the House enlarge the scope of reference to include expenditures made 
up to March 31, 1951, and information pertinent thereto. I think it is perfectly 
obvious that this will enable the committee to do a more effective job—one 
that will be of general benefit to the House and the country.

Mr. Larson : Would the honourable gentleman want for one thing to have 
the costs of the new F-86 Sabre fighter with the Orenda engine, with performance 
figures, to try and assess whether that expenditure for that type of aeroplane 
was proper?

Mr. Fleming : I had not any one particular thing in mind, Mr. Chairman, 
but I think the committee has already appreciated its responsibility as to 
expenditures that have been made, to determine the propriety of them, and 
to be satisfied that value is being obtained for the money of the taxpayer 
that has been spent.

The Chairman: There is one word in Mr. Fleming’s statement that 1 
object to.

Mr. Fleming : Only one word, Mr. Chairman?
The Chairman : My objection is that he said the committee would b® 

“stultified”. I do not think that it would be fair to say that. We have $3»* 
million and we have not started to look at $1. Let us dig into a few mill10115 
in the past and we will be doing a good job.

Mr. Fleming: In deference to your opinion, Mr. Chairman, which 1 
respect, I would say that the word “stultified” might be a little strong and, 
if it will make anyone any happier, I will say “unduly confined”.

The Chairman : The words are nearly synonymous.
Mr. Croll: I am not so sure that we will be “unduly confined”. It h»s 

been traditional that the work of this committee, as far back as I can remember 
and as far back as I have read about, should be on the public accounts and, 
in addition, other matters; but the committee has never been faced with the 
public accounts—certified or uncertified—for two years. We would then encroach 
upon the work of the next year which is the normal work of this committee- 
Most of us would miss it if it were not here then.

In addition to that, there is a very easy way for Mr. Fleming to get what 
he wants with respect to 1951. All he needs to do is to put a question on the 
order paper and get it there quickly so that he can compare the information 
while this committee is still sitting. Then, having had the answer I see n° 
reason why whoever is speaking on behalf of the department would not make 
the necessary explanations; but if we go back to the House and ask for an 
enlargement of our duties we will certainly be faced with the question: What 
have you done so far with the work you have been given in addition to the 
other matters?

Mr. Thatcher: I was just going to ask you, Mr. Chairman; is it yo^ 
intention, if this motion is defeated, to still allow a certain amount of leeway 
on matters of principle as you have done in the meetings up to now?

The Chairman: My attitude has been clear since the beginning that j 
would not necessarily object to any question because it is a projection Pa9t 
the 31st of March, 1950.

Mr. Thatcher: You will continue that policy? v
The Chairman: Yes, but when it comes to actual expenditures, no. & 

question that would refer to the department generally asking has it improved 
conditions, on that I would be inclined to be very broad and allow it—I 113a-'
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be wrong on that—if those questions project past March 31, 1950, but when it 
comes to pinning down any actual expenditures, no. I hate to see this informa
tion being refused because I think it might lead people to believe that this 
committee does not want this information made public—I would be far from 
insinuating that my friend, Mr. Fleming, would want to leave that impression 
with the people—but it is the impression that might be left and I think it is 
wrong because this committee is ready to work and go to the bottom of this 
book of public accounts and especially is ready to go right away into the 
operations of the Department of National Defence to the amount of an expendi
ture of $384 million. Therefore, I am whiling to co-operate to the limit and 
will not change my first decision, which you asked about, on the advisability 
°f letting certain questions go through, but I will not allow any question on 
actual expenditures which are not in the public accounts.

Mr. Macdonnell: Mr. Croll has, I think, given the reason and the only 
reason I can see for not voting for this motion and that is that what we are 
Proposing to do is not traditional. That is a fair statement and I wish we were 
living in times that were a little more traditional, but we are living in unusual 
times and we should be looking at things afresh. If I understand, you correctly, 
Mr. Chairman, you thought it would be very proper for this information to 
be made available to somebody or some committee, although not to this com- 
toittee. I suggest to you if there is to be another committee set up and the job 
divided into two, and we are going to be stopped in our enquiries at March 31, 
1950, that that would seem to me to be highly inefficient. If there should be 
somebody to whom this information should be given now it seems to me that 
the obvious committee is this committee which, if I may say so, Mr. Chairman, 
has reached a considerable state of efficiency under your chairmanship.

The Chairman : Thank you.
Some Hon. Members : Question.
The Chairman: It is .moved by Mr. Fleming that the House be requested 

t° enlarge the terms of reference of the committee to include all expenditures 
to March 31, 1951, and information pertinent thereto.

All those in favour of Mr. Fleming’s motion raise their hands. Those
against.

I declare the motion lost.
Shall we proceed with our order of business for the day and get the 

answers to some of the questions that were asked at the last meeting?
Mr. Fraser: May I ask a question, Mr. Chairman? Is it your idea to go 

through this report after you get the answers to those questions?
The Chairman: Which report?
Mr. Fraser: The initial statement. _ ____ _
The Chairman: As long as we have a witness before us he is available to 

answer any questions you want to ask him.
Mr. Fraser: But you are not going through the report?
The Chairman: Item by item—no, not especially the statement. The 

statement has been circulated and'the members have had it for a long time, 
f think if any member wants to raise a point it will be in order.

The Witness: Mr. Chairman, the last time I was asked to explain the 
discrepancy as between a figure given by me of the three public relations 
officers for the air force out at stations, and the two air commands I subse
quently mentioned. The discrepancy arises through a misunderstanding on 
toy part as between years. In the fiscal year 1949-50 the R.C.A.F. had only two 
Public relations officers, one at Trenton and one at Edmonton. In the subse
quent year, the year just passed, the number was raised to three, an additional
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one being set up in Winnipeg. That is the difference between the two and 
the three. In fact, in 1949-1950 the number of public relations officers for the 
air force was only two.

Mr. Fleming asked some questions as to the breakdown of moneys paid out 
on account of recruiting, and I have had these tabulated and mimeographed. 
Rather than read them out it might be easier to circulate the statements.

The Chairman: They will be attached to today’s notes.
The Witness: I have enough to circulate to all members.
The Chairman : It will be attached to today’s proceedings as an appendix. 

(See Appendix A.)
The Witness: Next, a statement of estimates, total expenditure per enlist

ment and the average expenditure per enlistment in the years 1947-48, 1948-49, 
1949-50, also asked by Mr. Fleming who wanted an average figure of cost of 
advertising per recruit. (See Appendix B.)

At an earlier meeting a question was asked as to whether we enlisted 
people into the services, trained or untrained, as chiropodists. The answer is no. 
Chiropody is performed by assistants to medical officers and there are no 
men in the service who are solely chiropodists.

A second question, the percentage occupancy of hospital beds in the fiscal 
year 1949-50: for the navy, 38-2 per cent; for the army, 61-4 per cent; and for 
the air force, 32-2 per cent.

Mr. Fulton : Would you explain that? I do not quite follow you as to 
what you mean by percentage occupancy of beds.

The Witness: It is the average percentage of total number beds that are 
occupied throughout the year.

Mr. Larson : Does that include beds in the sick bay of an air force station 
and that sort of thing?

The Witness: All the hospital beds under the control of the service in any 
service establishment.

Mr. Larson : The percentage would be low because the sick bay of an air 
force station would be normally large enough to take care of emergencies but 
would not have, normally, any too many people in it at one time.

The Witness: That is correct.
Mr. Fraser: Are we open for questions, Mr. Chairman?
Mr. Fulton : I think there are some further questions that were asked at 

the last meeting that perhaps have not been answered yet. I asked Mr. Drury 
if he could give us the base of his statement to the effect of the divisional slice 
in Canada being higher than in the United Kingdom or the United States. I 
asked if he could give us the base for that statement. I also asked whether he 
would consider in the interval between the last meeting and this meeting if he 
could give us some idea of the number and name of the trained units we had 
at March 31, 1950, without infringing on any security requirements.

The Chairman : Seeing that you touched on this point, I think we might 
agree—anyway we might attempt to agree—that if the witness at any moment 
in his official capacity thinks that something, because of security provisions, 
should not be divulged that he should say so and not answer. Otherwise he has 
to answer questions or not according to his own judgment.

Mr. Fulton : Well, you remember at the last meeting the witness did 
not say specifically that he could not answer, he asked for time to consider 
the question.

The Chairman : I do not object to it. I say if he wishes not to divulge 
certain information, we should respect his desire in that connection.

Mr. Fulton : Yes. The question was specifically directed towards fighter 
squadrons of the R.C.A.F.



PUBLIC ACCOUNTS 241

Mr. Croll: Mr. Drury, just before you start answering questions, do you 
recall the question with respect to education of officers? Were you going to 
answer it today?

The Witness: No.
In regard to the numbers, identification, strength and fighting efficiency 

°‘ the fighter squadrons—and General Pearkes asked a similar question in 
relation to the army—I discussed this with the security officers and they advised 
that this is not the type of information which should be published.

Mr. Fulton: Even as of March 31, 1950?
The Witness: Even as of a year ago.
Mr. Croll: After listening to Mr. Claxton in the House today I thought 

he was giving the order of battle to the opposition.
Mr. Fleming: Does he not give it to us every day?
Mr. Croll: I did not look upon you as the opposition.
Mr. Thatcher: Would there be any objection to giving that information 

m camera?
Some Hon. Members: No, no.
Mr. Thatcher: I do not want to object but I do not see how we can 

hgure or decide when such a vast sum of money has been spent, whether we are 
getting value for it if we do not know what we got.

The Chairman: The question of hearing in camera has often come up 
etore committees on previous occasions. It has been objected to, first of all, 
y the opposition parties most of the time. It has been accepted when we had 

a small subcommittee on war expenditures when at times even the reporters 
Were asked not to report anything. There were nine people in the room, there 
Vere no representatives of the press, and the responsibility of the nine people 
Was n?t to talk about it. That was judged feasible at that time. Now, with a 
committee of fifty, with the reporters of the press present, if the witness in 

18 official capacity states that he has been advised or feels that for security 
casons he cannot give certain information to us I think you should accept 
^at ; otherwise you may bring the matter to the floor of the House to get 

auuitional information, but as far as this committee is concerned that closes the 
matter.

Mr. Thatcher: That may be right, but it seems to me we are going to be 
0 jurt'her ahead if we don't know what we have got for all this money that 

We have spent.
Chairman: I do not see why we cannot find it with the means at our.. The 

disposal.
Mr. Thatcher: It is not in the book.
Mr. Pearkes: My question does not deal with any specific unit, I simply 

a$ked what was the Canadian divisional slice.
The Witness: I think, General Pearkes, you had a second question as to 

"Tat units wc had fit and trained to fight. If I misunderstood you, I apologize. 
Mr. Pearkes: No.

slice

The Witness: I had a note that that was your question.
Mr. Pearkes: No, my question wras as to what is the Canadian divisional

The Witness: On the Canadian divisional slice Mr. Fulton asked if we 
amid relate those to the American and British published figures. I still have 
°t been able to discover in the library the published figures. I hope to be able 

do it today. If you will allow me until the next meeting I will then abandon 
e search or be able to deal with it fully.

Mr. Wright: Will you do that, please?



242 STANDING COMMITTEE

The Witness: Yes, I will be able to dispose of it one way or another in 
any event.

Mr. Croll: If the security people permit you.
The Witness: The security people will permit this.
Mr. Harkness: Well, now, Mr. Chairman, the actual question I asked 

was, what forces we had in the army as of the 31st of March, 1950; the units 
that we had and more or less what was involved was fairly well discussed in the 
House of Commons just about that period and I do not see how the question ot 
security enters into the matter.

The Witness: I am not sure of the discussion which took place in the 
House, Colonel Harkness.

Mr. Harkness: It is a matter I should think which should be reviewed 
because I think, from the security point of view, there was sufficient discussion 
and so forth in the House to show pretty well what we had at that time.

The Witness: And you desire to get confirmation of what was said in the 
House?

Mr. Harkness: For the purpose of this committee; otherwise, I will have 
to go back to the discussion in the House and see -what came out at that time.

Mr. Macdonnell: Might I make this comment? I think we all desire to 
respect security to the full ; on the other hand, I think it is extraordinarily difficult 
to get a regular pattern that is followed because, as Mr. Harkness has said, we 
seem to have a lot of information. Could we suggest this, that when we ate 
given security as a reason for not having information given that those who are 
giving that view should at least try to satisfy themselves that we are running, 
let us say, along the same lines as they are in the "United States and the United 
Kingdom; because I do think it is an extraordinarily difficult thing to say that 
this information can be given and not that. But as has already been pointed 
out, we seem to have been given information very freely in the House of Com
mons sometimes.

The Witness: I think that in practice we run somewhere between the 
United Kingdom, where these matters are not examined in public at all, and the 
United States where there seems to be more freedom.

Mr. Croll: They are taking precautions with MacArthur—hearing him m 
private just for security reasons.

The Chairman: Do you suggest that these statements you are trying to 
have already been given in the House?

Mr. Harkness: I would not say that the exact figures have been given m 
connection with units, but I would say that sufficient information was given so 
that there was little doubt what the situation was.

The Chairman : Shall we leave it this way then, that we will ask the witness 
to again consult with the security people and the Minister of the Department of 
National Defence to make sure that their views are reconciled before the matter 
comes further before the committee.

Mr. Harkness: That is all I ask, that the matter should be reconsidered.
The Chairman: Yes.
Mr. Nowlan: Have you seen this issue of The Saturday Evening Postd
The Witness: Is that the report by the Allsaps?
Mr. Nowlan: Yes.
The Witness: I haven’t read it yet.
Mr. Thatcher: Mr. Chairman, Mr. Drury is starting to answer a quesU°n 

which was put to him arising out of this report—
The Witness: To which report do you refer, to the report of the minister.
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Mr. Thatcher: No, not the blue book report, the report that you made, 
your statement.

The Chairman : Oh, you refer to his statement ; we had better call it his
statement.

Mr. Fleming: What do you think is the best way of going about this? 
Should we take up these answers to questions which Mr. Drury has brought 

us today, or is Mr. Thatcher just going back to the statement?
Mr. Croll: Let us finish this. We would like to get through with this 

°nce for all, otherwise we are not doing anything.
The Chairman : I have no preference about the one or the other, it is up 

f° the committee to decide. The witness is here now with answers which 
nave been procured to questions asked of him the other day. It is up to the 
committee. I do not see any objection to it. We have to come to it at one 
time or another.

Mr. Fleming: Well then, let Mr. Thatcher finish his questions on this
statement.

By Mr. Thatcher:
Q. I have quite a few questions to ask about this one item. I think they 

all related. Mr. Drury said, on page 1 ; expenditures can be grouped generally 
into the following classifications:—and then I go on to (b) service equipment, 
stores and supplies. I would like to know first of all if by service equipment you 
uiean the guns used by the services, and the armament—tanks and things of 
that kind; is that what you mean by service equipment?—A. That is service
equipment.

. Q- I wonder, Mr. Drury, take the public accounts for the year under 
review, if you could give us a rough dollar figure of what you spent on service 
equipment during that year as compared to our total expenditure? The reason 
~ ask this, is because I have not been able to find it and I thought you might 
have it.

The Chairman: We are getting into expenditures at last.
Mr. Thatcher: Perhaps you could just clarify it, Mr. Drury.
The Chairman : Order, gentlemen.
Mr. Thatcher: Can you say one-quarter or one-third of our defence dollar 

§°es towards buying service equipment? I don’t want you to have to go to 
a lot of trouble, but I wonder if you would have a breakdown of that?

Mr. Croll: Do you mean everything, or just one group?
Mr. Thatcher: I am only interested at the moment in service equipment— 

&Uns, tanks, planes and that sort of thing—information of that kind.
Mr. Croll: Oh, I see.
Mr. Thatcher: Equipment for each of the three services.
The Witness: I should have to be more fully familiar with this to be 

able to tell you what proportion precisely went into equipment. I cannot give 
1 to you offhand.

Mr. Thatcher: Well, possibly you could get that; and I don’t want you 
„ §° and dig up a lot of stuff, just give us a rough percentage. I think that 
W°uld be suitable.

The Chairman : May I interject an observation here? It might be 
Hderstood by the committee now that we are dealing with figures and we have 
owhere in the public accounts for the year ending March 31, 1950, anything 

^ indicate where this service equipment material is to be found; and now 
cm -re ashed again to relate that to the amount of money that has been spent
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Mr. Thatcher: I do not know whether it is for security reasons or what 
it is for, but if you will look at your public accounts there is no place that I 
can see that tells you what you are getting for your dollar.

The Chairman : That is what you would like the witness to tell us.
Mr. Thatcher: In the book here it shows a figure of $348 million, that 

is the appropriation. What I want to know is how can we get a breakdown, 
what did we spend for equipment? I wonder if Mr. Drury can give me that 
at the next meeting.

The Witness: We have the figure in the public accounts, roughly this 
classification C, which you will see on page N-24-—

Mr. Fleming: On what page, please?
The Witness: N-24.
The Chairman : Under miscellaneous.
The Witness: Yes, under C—equipment, stores and supplies.

By Mr. Thatcher:
Q. But that would not be a breakdown sufficient for my purpose, would it? 

That would not just be equipment by itself, it might be different supplies, a 
could be most anything.—A. That is correct. It is equipment and all the 
consumable items—food, and so on—that would have to be bought.

Q. Yes, and as I understand it, your department does not buy any of this 
equipment ; it estimates the equipment it will require and then it makes a 
requisition on the other departments?—A. Yes.

Q. Well, about two years agq, I think the minister suggested—1949—that 
a great deal of money could be saved if there was arms standardization through' 
out the services and I was wondering if you could give the committee in rough 
some sort of a progress report as to what was done in trying to standardize 
your arms and cut down the cost of this equipment to the Canadian taxpayer- 
—A. Well, generally speaking, for any item for which there is a common 
requirement in the three services there is a common specification ; for instance, 
food is common to the three services and in so far as specific local requirements 
are concerned they order the same standard of food.

Q. Perhaps you just did not understand my question, Mr. Drury. I waS 
referring to page 52 of this report—he made this statement: “Tripartite arrange- 
ments for collaboration in military standardization among the armed forces o 

the United States, the United Kingdom and Canada, were announced on 
December 19, 1949, in Washington, London and Ottawa.” First of all, }e 

us take this matter of small arms ; what has the department done to standardize 
our small arms with those of the other nations under the North Atlantic Pact.-" 
A. I apologize; I thought you meant standardization as between our Canadian 
services.

Q. Well, I am sorry ; I did not make myself clear.—A. As between the 
three countries there has been in operation, as mentioned here, an agreenien 
to standardize so far as practicable all the arms, equipment and operation 
procedures as between Canada, the United States and the United Kingdom; 
This has been functioning principally on a service basis ; that is, the armies ot 
the three countries have been endeavouring to consult and achieve a standardiza
tion of army procedure and army equipment.

Q. May I interject just a moment? You mention three countries. D°e» 
not that apply to all nations of the North Atlantic Pact?—A. Not this particule 
agreement here. v .

Q. Is anything being done to extend the same thing in principle to tb 
armed forces of the other 14 nations or whatever it is?

The Witness: If the chairman would allow me to go beyond the end o 
the fiscal year.
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The Chairman: As long as there are no figures being mentioned.
Mr. Thatcher: No.
The Witness: Since the date of this report there has been a meeting of the 

North Atlantic Defence Committee at which there was authorized to be created 
a North Atlantic standardization agency and this was set up and had its first 
meeting in January. The members of the agency are the United States, the 
United Kingdom, France and Canada—the three members of the standing group 
and Canada. As I mentioned, they had their first meeting, their organizational 
meeting last January. Under the chairman of the agency there are three boards, 
a naval board, an army board and an air force board, and they do standardiza
tion studies for each of the three services; and this is done, not only for the four 
countries represented in the agency, but also on behalf of all the NATO countries; 
but when a matter of concern to one of the countries not represented in the 
agency arises, such country has the right to be represented at the discussions.

By Mr. Thatcher:
Q. Is it the hope then to get all nations in the North Atlantic Pact using 

roughly the same weapons?—A. This is the idea. Some people hope that 
this will be achieved. Others have no hope that it will ever be achieved.

Mr. Fleming: Is it a hope or an expectation?
The Witness: An expectation.

By Mr. Thatcher:
Q. There has been a good deal of press publicity recently about rifles. 

Uan we deduce from that publicity that Britain has adopted one and the United 
-tates the other, and that this arms standardization program has more or less 
bogged down?—A. No. Ï would say rather that it is evidence of the difficulty 
there is in achieving standardization as between a number of countries.

I think that all that has been announced so far is that the United Kingdom 
bas adopted the -280 caliber rifle, which they will bring into use at some future 
date. There has been no confirmation that this has been rejected finally by 
anybody else.

Q. I thought the British and the French had adopted the • 28 rifle.
Mr. Croll: That is what he said.

By Mr. Thatcher:
Q. But that is not the one which the United States and Canada are 

adopting.—A. The United States has not announced the adoption of a future 
Weapon. We have now in Canada the -303. We are going to adopt the American 
'30. The -30 is what the Americans have now in large numbers. It is difficult 

say at this juncture what the American weapon of the future is going to be.
Q. The -28 and the American -300 rifles?—A. The -28 has never been 

“manufactured except as a prototype, and what the cost of production will be, 
d do not know.

Q- Newspaper reports state that it is much cheaper than the American 
“model. I wonder if that is the reason the Canadians are falling in line with 
the American model rather than with the British?

The Chairman: Are we not coming to a question of policy here?
Mr. Fulton: On that point, Mr. Chairman, I would like to get this clear, 

be deputy minister stated that Canada has decided to adopt the _ -300. 
dy recollection is that the Right Hon. Mr. Howe told us a short time ago that 

. 0 decision had been made. Does what we are being told now amount to 
formation that a decision has since been made and confirmed, to adopt the -300? 

Mr. Campney: Is this not a question of policy, Mr. Chairman?
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The Witness: I think the Right Hon. Mr. Howe was talking about a 
decision to manufacture in Canada.

By Mr. Fulton:
Q. His statement was, if I remember correctly, that we have not been 

able to make that decision because we have not decided what standard rifle 
would be adopted. I think that was the effect of his statement.—A. I think 
that some time ago that may have been true, because there was some doubt 
in our minds as to when a new weapon to replace the present American M-l 
would come along. Obviously if a new weapon to replace the present American 
one is going to be introduced next year, we probably should not go ahead and 
take into use a particular weapon which almost by the time we got it would 
be replaced by another.

Q. I am not trying to get you to contradict the Right Hon. Mr. Howe.
Mr. Fleming: Why not?
Mr. Fulton: Has it been decided to adopt the -300 as a standard rifle 

for the Canadian services?
The Chairman : Would you mind repeating your question, Mr. Fulton? 

There is a great deal of noise in the room.

By Mr. Fulton:
Q. Has it been decided to adopt the American -300 rifle as the standard 

rifle for the Canadian forces, particularly for the Canadian army?—A. It has.
Q. When was the decision made?
Mr. Croll: I object to the question, Mr. Chairman.
The Chairman : The witness should be competent enough to decide f01 

himself whether or not he should answer. If he does decide to answer, jet 
us accept his answer. I do not think it is up to me to stop the witness if he 
cares to make a statement before the committee. It is up to him to decide 
whether or not he can answer. I know it is an extension, but I have accepted 
it as a principle and I think it is up to the witness to say: “I cannot answer 
this”, if he does not want to. But if he does want to answer, I do not think 
I should prevent him.

Mr. Fulton : It is a very simple question, Mr. Chairman.
Mr. Croll: Why not ask him “On what date was that announced by the 

minister?”
Mr. Fulton : It has not been announced.
Mr. Croll : Yes, it has been announced. I have seen it in the press.
Mr. Fulton: Well, you ask him that, if you like.
The Witness: I shall answer by saying that I cannot recall it.
Mr. Fulton: Can you get that information for us at the next meeting?
The Witness: I shall endeavour to.
Mr. Thatcher: If we may believe newspaper reports again—
The Chairman: That is doubtful.

By Mr. Thatcher:
Q. The American type rifle is much more expensive than the British 

type. So I would like to know if Mr. Drury could tell us for what reason 
his department decided.

The Chairman : That is a question of policy. The witness has just stated 
that the -280 has never been introduced. So how can we decide whether it 13 
cheaper or not if it has not been introduced?
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. Mr. Thatcher: It is not a matter of policy, Mr. Chairman. I would not 
that the whole cabinet would decide what rifle is going to be used. I 

would like Mr. Drury to say.
The Chairman: Well, it is up to the witness to decide whether he should 

r s‘10uld not answer a question when it comes within the purview of the
committee.

Mr. Fleming: You are right, Mr. Chairman.
The Witness: I am at a loss to know what to say, but I shall try, with 

. our permission, to make an answer.
i The Chairman: I do not take any responsibility for any statement that 

®ade except those which are made by myself.
The Witness: This question goes to the root of the logistic reasons for 

ur adopting American equipment.
ext a sma^ ‘country which in time of war would have to depend to some 
.'tent upon others for supplies, we have come to the conclusion that the most 
esirable situation would be where all our allies had the same type of equip- 
ent. You could then rely on any of them for both initial supplies and for 

Maintenance.
In the circumstances that all our allies have not the same type of equip- 

deewT~and this is a fact—not a policy, but a present day fact—we have to 
cide where our supplies are most likely to originate, 

ind 'X'°w’ *n the North American hemisphere there is, generally speaking, one 
Austria! complex. We are on the same engineering standard as the United 
ates> but it is a different engineering standard from the United Kingdom, 

th tt -*S eas*er then to integrate ourselves with the United States rather than 
e United Kingdom as manufacturing units of military equipment. 

a tn cases where it is more efficient and economical, and if we can turn out 
greater volume, then this is the kind of equipment we should provide to our 

armed forces.
g This is the kind of equipment we are going to provide to our armed forces. 
tf)enCe’ ^ one °I Ihe large considerations in switching from a British pattern 

an American pattern of equipment.
boll ^ We g0 on *° an American pattern of equipment, our two supply streams, 
of 1 Manufacturing on the North American continent, with a very long chain 
„ supplies from here to the theatre of war wherever it may be, should be 

Mpletely interchangeable.
We ^ere undoubtedly will arise instances where a better and perhaps a unique 

apon might be produced in some country other than Canada or the United 
‘ pates and for one reason or another not be adopted at once by Canada or the 
United States.
jg -I suggest it would still be better for us to continue with the weapon which 
St ?earec* to our manufacturing industry, and to the industry of the United 
W].<?s and the whole train of logistic supply, than it is to take on something 

leli is distinct from that whole machine.

By Mr. Thatcher:
^ . Q- Would it perhaps make it difficult to integrate the brigade into the 
___ M’sh Commonwealth forces in future years if we adopted one type of arms?

That is correct. It would be difficult to integrate a Canadian brigade 
a . American equipment into a British force with British lines of supply ; 
win ^0UM be equally difficult, conversely, to integrate a Canadian brigade 
SuPpl equipment into an American division, with American lines of

85196—2
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Q. You are assuming, I take it, that we may be more likely to be fighting 
with the Americans than with the British?

The Chairman: Let us not assume.
Mr. Thatcher: All right.

By Mr. Thatcher:
Q. The point is that with respect to these arms, I presume most of the 

arms that you have used are from the past war. You have not really been 
buying a great deal of new equipment?—A. In these estimates, in so far as the 
Army is concerned, there is not very much for new arms and equipment. The 
bulk of it is left over from the last war.

By Mr. Harkness:
Q. I would like to ask what was the standard sub-machine gun which was 

in use at the time we are considering or up to the present time? Was it the 
Thompson or the Sten sub-machine gun?—A. The Sten I think, although I am 
not too sure of it.

Q. Has there been anything decided on that, as was done in connection 
with the .30 rifle? Has any decision been made with regard to sub-machine 
guns?—A. Generally speaking, we are going to adopt the weapons which the 
Americans are using.

The Chairman: May I point out that we are on item C on page N-24 ot 
the Public Accounts. The questions have extended slightly into the present, 
so long as they did not touch actual expenditures.

Mr. Croll: This is very oblique, Mr. Chairman.
The Chairman: The witness is a responsible person, and if he does not 

want to answer, and if he feels that for departmental reasons he should n° 
answer, he can say no. He is not a minor. It is not up to me to tell him that he 
should or should not answer.

Mr. Benidickson: Is it not a question of what the majority of the com
mittee itself wants to examine upon, Mr. Chairman?

The Chairman : I am in the hands of the committee. That is my own 
decision and I have been carrying on with it. But if the committee wants to 
change it, very well. I am in the hands of the committee.

Mr. Croll: You have not been holding the committee to it, Mr. Chairman- 
I think we laid down a rule concerning what we are to deal with. We did tha 
last week.

The Chairman: At the last meeting we did not have the pleasure of y°ur 
presence, Mr. Croll. But I intimated at that time that as long as the questions 
did not actually bring in the question of expenditures, I would allow them to 
go even as an extension of the proceedings past March 31, 1950. „

The witness may say: “I cannot answer”; or “I do not want to answer- 
He will not be forced to answer. The witness has a responsibility to himselb 
to his own department, and to his minister. And if he cares to answer a 
question, I do not feel as chairman that I should stop him. If someone else 
on the committee considers that I am going too far in doing that, let hi® 
censure me. I am willing to abide by another ruling if the committee so 
desires.

Mr. Thatcher: Last year we spent $150 millions on service equipmen ■ 
That equipment, I take it, would be standardized with other nations. All w 
are trying to do is to find out if we have been buying standardized equipment-

The- Chairman: I would like to see where you get the figure you, gaV®' 
I have $28,982,000. That is the one we are reviewing now—service equipmen > 
stores and supplies.
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Mr. Croll: Where is the $150 million?
Mr. Thatcher: I do not know, I am just guessing.
The Chairman : Well, the figures are here. We are at page N-24. I do 

ftot think Mr. Thatcher should quote figures without having them in the book, 
tt cannot be $150 million when the book ties it down to $28 million.

Mr. Thatcher: I asked Mr. Drury for the figure and until he gives it 
to me—

The Chairman : It is printed on page N-24.
Mr. Croll: That includes food and clothing.
The Chairman : It would be less than that, but it could not be $150 

million.
Mr. Thatcher: Well, there are these aeroplanes—
The Chairman : That is another thing. Let us have the discussion as 

orderly as we can make it. You have brought an item to our attention. In 
*ur. Drury’s statement on page 2, item (5), service equipment is mentioned. 
Now we have gone into that service equipment as reported at a given page. 
. think it is in order to proceed with it. I have allowed a few questions pro
jecting into the future but I do not think one of the members ought to make 
a dee statement of $150 million—

Mr. Thatcher: I will withdraw that.
The Chairman: All right.
Mr. Campney: May we look at the three services?
The Chairman: I will take note of the apology made.
Mr. Harkness: Can I continue?
The Chairman : Certainly.

By Mr. Harkness:
Q- I think Brigadier Drury said that he thought the Sten gun was the one 

,,e Were using as a sub-machine gun. That is correct, is it not? You said you 
nought it was the Sten gun?—A. That is correct, that is what I thought.

„ , Q- You are not certain of it. Which gun do the Americans use?—A. Their 
Somatic?

Q- Yes, their comparable weapon?—A. The Thompson.
Q- Well then has the decision been made to adopt the Thompson sub- 

machine gun?
Mr. Croll: Mr. Chairman?
The Chairman : Make your point.

. Mr. Croll: My point is so well known to you there is no purpose in me 
aying it. we are now into something that happened a month or almost two 

months ago but certainly that has nothing to do with 1950. I do not see 
relevancy there is at all.

Mr. Harkness: I will relate it in a moment or two.
Mr. Croll: Well, relate it before we get an answer.

^ Mr. Harkness : Without getting an answer there is no purpose in relating

The Witness: The matter is still under consideration.
Mr. Croll: Good.
Mr. Harkness : The cost of the Thompson sub-machine gun is very much 

8 eater than that for the Sten.
The Chairman : Can you establish that?
Mr. Harkness: I think the witness will corroborate that.

85196—2J
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Mr. Fulton : We have seen it.
Mr. Croll: We will agree on that statement.
Mr. Harkness: Therefore the cost of those two weapons or the cost to the 

taxpayer of using the one weapon over the other might make a quite con
siderable difference, and that is really the reason I brought up the matter of 
sub-machine guns.

Mr. Johnston: May I ask a question? I am getting mixed up with all 
these military men here. Are we talking about standardization of weapons. 
We found out that the rifles are not standardized—the British are using one 
and we another. Then we find that sub-machine guns are not standardized— 
the Americans are using one and we are using another. What weapons are 
standardized?

Mr. Larson: I submit that if we sent our troops into the field with Sten 
sub-machine guns the colonel would be horrified.

The Chairman: Mr. Johnston is asking the question.

By Mr. Johnston:
Q. What weapons are standardized, to see what progress we have been 

making?—A. Well, if this is an inquiry into progress made perhaps I should 
preface—

Q. Preface, but do not lead us down the wrong track.
Mr. Pearkes: The minister said the committee started to function in 

January of this year. How can he go on answering the questions?
The Chairman: It is up to him to answer it, General Pearkes. He 13 

responsible.
Mr. Pearkes: We know that standardization between countries has not 

got anywhere yet.
Mr. Johnston: Who is answering the question?
Mr. Croll: There is a pretty intelligent answer from General Pearkes.

By Mr. Johnston:
Q. I am asking the witness.—A. Standardization is not so much related to 

the standardization of equipment currently in use as it is to standardization o 
equipment under development and to be brought into use.

Q. What progress have we made in that regard then?—A. That I . 
afraid I must on security grounds decline to answer ; otherwise it will be obvious 
that I would be giving away—

Mr. Fulton: It would prejudice future discussions.
The Witness: Not only that, but I would be giving away not only 

American but British secrets in relation to the weapons they are developing-
Mr. Johnston: As far as the information you can give this committee is 

concerned there has been none to date.
The Witness: I can give one item.
Mr. Thatcher: It has bogged down.
Mr. Croll: No, no.
The Chairman: Let us not put words into the mouth of the witness.
The Witness: The three inch 50 naval gun, which is being manufactured 

both in this country and in the United States, has been adopted by the United 
States, the United Kingdom, and Canada as the standard close rangev nav» 
anti-aircraft gun for all three.

Mr. Croll: Very good.
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The Witness: I can mention that because this is one weapon which is 
fairly generally ' talked about. I won’t say anything further about other 
weapons under development.

Mr. Johnston: Then the only thing we know of for sure is the naval one
Mr. Croll: The naval gun.
The Witness: The only one security considerations permit me to mention 

is the three-inch 50.
Mr. Johnston : I think it is safe to assume that is the only gun so far 

that has been mentioned but there has been no standardization of rifles or 
small Sten guns or sub-machine guns?

The Witness: There has been no standardization of rifles.
Mr. Johnston : What about sub-machine guns?
Mr. Croll: He said they were under consideration.
The Witness: On sub-machine guns I would prefer not to answer.
Mr. Fulford: Except it is safe to assume that progress is being made all 

al(mg the line?
^ Mr. Fulton : I think the chairman said assume nothing.

The Witness: I might mention that this standardization work relates 
oot only to specific items of equipment but a whole range of other activities. 
jv°w standardization has been achieved of both serial and maritime naviga- 
wnal charts, which is a matter of some consequence. For both air and 

pjound use fuel and lubricant specifications have been standardized and that 
18 ,a. substantial advance. It now means that it is possible for an aeroplane 
ori?inating in the United States to refuel in Canada with the right fuel; to 
■?° to the United Kingdom and be refueled with the right fuel, and to know 
lat it has got the right fuel.

There has also been marked progress in the standardization of operational 
Procedures—communication procedures and so on.

Mr. Fulton : You are using the word “standardization” to cover the 
°rces of all three countries and not just two?

The Witness: All three.
Mr. Thatcher: I wonder if Mr. Drury could deal with the standard- 

nation progress in the air force. I note in N-39 you spent $36 million in the 
year under study—
j The Chairman : I wonder if you would mind—before we leave this item? 

thought when Mr. Thatcher was getting into service equipment that at last
Would get some figures to put my hands on. I would like to ask the witness to gi •

store
give in his answer if possible a breakdown of statement “C”—equipment, 

^!Jres and supplies, that have been bought in the year under consideration ! 
■~he total item is nearly $29 million. At least we will have that figure 
brought before the committee, even if it is the first one.

By Mr. Pearkes:
Q- Dealing with that question, I wonder if I might ask regarding stand- 

mization in our own forces—army, navy and air force, in the year under 
lUcstion. Prior to that time the operation, maintenance, and repair of motor 
,chicles of all three services was more or less unified. During April, I think 

Was, of the year under question, the sole authority for the operation, main- 
f hance, and repair of motor vehicles for the navy was placed under the navy, 
01 the air force was placed under the air force, and for the army was placed
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under the army. My question is was how much money was saved by departing 
from the principle of unification in those services?—A. It would be difficult, 
Mr. Chairman, to answer that.

Q. I am sure it would be.—A. We have not had or we have barely had a 
year’s operation under the new dispensation.

By Mr. Croll:
Q. Mr. Drury, why was that done? Fill that in; why did you do that? 

What was the purpose in doing that? Then perhaps you will help to answer 
the question.—A. The reason for doing it is that it was found that when 
the army, which was generally charged with maintenance and repair, under
took this work there was perhaps less of a feeling of responsibility for incurring 
expenses by the other two services than there should have been, and in 
fact when they were not themselves chargeable for this work; they put in for 
more repairs than were necessary. It is very difficult to control this except 
fiscally. They did not take as good care of their motor transport as they 
might have had they been financially responsible for it entirely themselves.

Mr. Pearkes: Was not one of the first actions taken by the R.C.A.F. to 
buy three hundred new vehicles and to do away with three hundred vehicles 
they had been using at that time? According to the report of the department for 
the year under question that was so.

The Witness: It happened not very long after but I suggest in any event 
the army would have bought three' hundred new vehicles to have replaced them.

Mr. Cruickshank: They would never have got the money.

By Mr. Thatcher:
Q. On this question of vehicles the Minister of National Defence stated m 

the House last year there were 22,000 vehicles in the three forces. Would y0^ 
have any idea how many of those would be passenger cars?—A. No, I have not 
a breakdown here. I have an idea the breakdown appeared in the answer to 
the question.

Q. No, the minister made that statement in his speech—it may .have 
appeared later.—A. I am pretty sure we made a breakdown of the figures.

Q. How do you determine in the forces who will get passenger cars? D° 
they have to have a certain rank or are they attached to headquarters or hoW 
do you do it?—A. It depends upon the passenger lifting requirements of ti'c 
unit in question.

Mr. Croll : Are you both talking about the same thing? You, Mr. Thatcher, 
are talking about passenger cars and Mr. Drury, you arc talking about passenger 
lifts? I think you, Mr. Thatcher, are trying to lead him to the point about 
officers riding around in cars.

The Witness: I was coming to that.
Mr. Croll: All right, as long as you know what you are heading into.
Mr. Johnston: You should be sitting over here, Mr. Croll.
Mr. Croll : He is doing all right.
Mr. Fulton: I do not know why you are so worried, as a matter of fact.
Mr. Johnston: Does your conscience bother you at all?
The Witness: The consideration given is the passenger lift required by a 

particular unit or station. If it is a large lift that is required at single and pr6' 
determined times, then buses are provided—large transport buses. If, however, 
the lift of people is in small numbers and at irregular times then passenger 
vehicles are provided. It is much more economical to move two or three people 
from place to place in a passenger car than it would be in a large bus, but where 
movement is large and of large bodies of men we use buses.
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Mr. Thatcher: No, 'but who would assess what officers would.) 'be driven, 
around in passenger ears?

The Chairman: Now, we have it.
Mr. Peakk.es: In view of the importance which has been attached to the 

Policy of unification between the three services, I am very interested in this first 
departure from that policy, the departure whereby during the year under dis
cussion the three services broke away from that to look after their own vehicles 
doth as- to repair and so forth. I think we should get a statement, I am not 
asking for it today because I realize it will take some time to prepare, but surely 
hero must be some statement which will show the relative cost of looking after 

cue army, navy, an-d air force vehicles under a unified system and that of looking 
alter them in a decentralized system by each service.

The Chairman: And the motives for instituting that new policy.
, Mr. Pearkbs : An-d I think I would like to ask, following up the same idea, 

mother the policy of unification has been found unsatisfactory in other respects 
'ncl T there has been during the period under review a change—I am not asking 
anything about the future—but whether in the report under review there has 
,,ecn a change, for instance, were the dental services split up, each going back to 

lc three services, army, navy, and so forth?
The 'Chairman : We will get that information at a further meeting.
Mr. Pearkes : Yes. I think this committee should have a full statement 

in nv^6 reason why the accepted policy of unification has been departed from 
this year and what advantages or disadvantages accrued from breaking 

awW from that policy.
. The Chairman : I would pass on that by stating that it is- most in order.

. Mr. Pearkes: Thank you, Mr. Chairman. It seems to me, to pursue the 
ca I tried to express a moment ago, I am asking, with your permission, for the 
•mess to give us a breakup of item C—

•Dan^1"" Thatcher: Mr. Drury did not answer my question yet, Mr. Chair-

The Chairman : Just a moment, and then we will go back to speculation.
Mr. Pearkes; —equipment, stores, and supplies, a breakdown of that 

Blount for this year, $28,992,104, (page N-24) and then on page N-27, you 
‘v? at C, a description of what it is—I would like to have the $28 million split 
I into the different categories mentioned at C on page N-27. 

j Mr. Croll: If y-ou will go to page N-43, you have there all the services, 
h'tik, N-43-E, equipment, stores and supplies.

Mr. Benidickson: You have to go to N-31 and N-39.
The Chairman : You mean all of them?
Mr. Benidickson : I think we might as well anticipate that requirement, 

j ,, The Chairman : Just a moment so that the witness: wall not be confused, 
funk the requests from Mr. Croll and Mr. Benidickson are quite in order, 

extend that t-o all the places where in this report we find equipment, 
0res 'and supplies—that we have a breakdown of these amounts.

,Mr. Benidickson : The navy, $24,755,904. (page N-31); the R.C.A.F. 
*56)196,69-5. (page N-39).

The Chairman : Let us have a breakdown of all these.
Mr. Fraser: In the public accounts there are a number of items and I 

sûre they -all roughly come to a total of $132 million.
The Chairman : Of what?
Mr. Fraser: Of equipment, stores, and supplies.
The Chairman : That is what we are asking the witness to break down.

L
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Mr. Eraser: Yes, I think there is over $132 million.
The Chairman : We are asking for a breakup of all of that.
Mr. Fulton : I would like to ask a question about equipment, stores and 

supplies which arises out of the detail on page N-8 of the public accounts.
Mr. Thatcher: Do not forget my question, Mr. Chairman.
The Chairman : Yes, but now we have some figures and I would like to 

keep on this for a short while.

By Mr. Fulton:
Q. I read from page N-8:

Under authority of P.C. 4115 and P.C. 4116, August 24, 1949, month!} 
advances are made to Canadair Limited for capital expenditures j°r 
production and supply of aircraft. Recovery of these advances is bong 
made on progress claims submitted monthly by the contractor. The 
amount of $3,646,500 outstanding at the close of the current fiscal yea^ 
represents advance payments for the months of January, February anu 
March, 1950, which will be cleared in 1950-51.

May I ask the witness what aircraft were being supplied by Canada» 
during the period referred to in that detail and what numbers of aircraft were 
supplied and what types?—A. No aircraft were supplied during this period 
We took delivery of no aircraft at all, not a single aircraft, during this perl° 
This is the initial expense required in order to tool up and manufacture com
ponents, acquire raw materials and get into a position to turn out finrshe 
aircraft. During this fiscal year, we received no finished aircraft at all.

Q. What was this tooling up for, for F-86’s?—A. Yes.
Q. This was a tooling up job, as far back as 1949?—A. Yes.
Mr. Thatcher: Where did you get the tools from, the United States, °r 

did you manufacture them here?
The Witness: I am not too sure of all the details. We deal with thea® 

matters through a third party ; the contract to do this work was between 
Minister of Trade and Commerce and Canadair. Generally speaking, the 
are two classes of tools, one is machine tools, the actual machine which c 
metal, wood or whatever it may be, some of which come from Canada and so 
from the United States. There is another large element of expense in wha . 
known as tooling which in fact represents the cost of acquiring or manufactur ^ 
in the plant itself of a number of jigs in which these aircraft are built, vario 
fixtures built for holding components of the aircraft during manufacture and 
forth. Most of that tooling is of Canadian origin.

Mr. Fulton: Could I ask the deputy minister if he would tell us wha 
the total amount of advances to Canadair was for the production of F-# 
during the fiscal year 1949-50?

The Chairman : You mean from the Department of National Defend 
where to find it, in the public accounts?

Mr. Croll : Mr. Chairman, Mr. Sellar was questioned in connection rvi ^ 
that practice with respect to Canadair which consisted of, as I understood 
revolving fund that was available to them, and it is all in the earlier part of 
record. He was questioned at length on that particular item or a similar vfi

Mr. Fulton: If it is in the record then the question will have bee® 
answered, but my specific question was to find out just what this product! 
of F-86’s is costing us.

The Chairman: What you want to know in this committee is if there 
anything else but this, and where to find it.

i
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Mr. Fulton : What I wanted to know and I did not see it in my search 
of the accounts of this year, I have not seen any total of advances' made to 
Canadair for the purpose the minister described. I wonder if from his depart
mental records the deputy minister could get us the amount of advances made 
to Canadair on account of the manufacture of F-86’s.

The Chairman : The total payment made to Canadair on account of 
j the manufacture of F-86’s?

Mr. Fulton : Yes.
The Chairman : Up to March 31, 1950.
Mr. Fulton : If it is confined to that period.
Mr. Fraser : May I ask a question on this item of stores, equipment and 

supplies. I would like to know what was the fire loss on storage of equipment 
for year ending March 31, 1950 and also the same on buildings belonging to the 
services. I suppose the chairman would not let me have that for 1951?

The Chairman : No, I do not see there is any purpose in it.
Mr. Fraser: And I would also like to know, on stores, equipment and 

supplies, how often an inventory is taken of these items.
The Chairman : That could stand as a notice to be answered at the next 

meeting.
The Witness : On the first question, Mr. Chairman, I' would suggest 

that you will have to wait for me to produce those figures. I haven’t got them 
here and I cannot break it down from this report. On the question as to how 
often these inventories are taken, that varies from unit to unit. In the 
major depots there is in effect a continuous running inventory kept by a card 
system. In the smaller units—the local quartermaster’s stores—there is both 
un annual inventory required, or a stock taking required, accompanied by an 
audit; and, from time to time, at irregular intervals, a surprise audit by our 
internal audit staff is made, together with a stock taking to make sure that the 
things are as they should be. This surprise audit is at no specified interval at all.

By Mr. Fraser:
Q. Is there a duplicate of that inventory kept at headquarters, or some 

Place? What I am getting at is this; in case an inventory was taken and a 
card index was kept at the ordnance stores and if you had a fire, then it is all 
gone. Are these card inventories sent on to headquarters ; and, if so, how often? 
77A, Well, the formal inventory, the annual stock taking, would only be sent 
m once a year and there is a copy of that at the larger depots. That is the 
general system. There will be small variations. There is a stock card record 
kept of the holdings of all the big depots or ordnance stores. So there is a dual 
system, a duplicate record of the holdings of all units. In case the R.C.A.F. 
depot at Calgary burned down, we would know right away from our central 
records what amounts of what had gone up in smoke.

Q. I wanted to make sure, and I wanted to find out just how often these 
mventories were taken so you could check up in the case of a fire such as the 
one we had just the other day, so we would know what was in, and what was out.

A, Well, the duplicate record in the central stock office would reveal that.
Mr. Fulton: May I ask a question similar to the one I asked about 

Canadair with respect to A. V. Roe. Perhaps before doing so I should ask 
the deputy minister whether any advances were made to A. V. Roe during the 
fiscal year under review with respect to the C.F. 100’s.

The Witness: There were advances made.
Mr. Fulton : Would you give us the same breakdown as I asked for with 

respect to Canadair F-86’s for the A. V. Roe Company?
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Mr. Pearkes: And might I ask if you would include in that any amounts 
relating to the conversion of the Lancaster marine reconnaissance pianos; whether 
that was done during that period or not?

The Witness: There was some overhaul of Lancasters during this period 
but not the particular conversion to which you refer. That came later.

By Mr. Fleming:
Q. On the subject of breakdowns, what is the basis of the overall functional 

breakdown within the department?—A. I am not sure, Mr. Fleming, that I 
understand your question.

Q. Well, is there such a thing as a functional breakdown of all estimated 
expenditures? When you make your estimated expenditure do you do it on a 
functional basis? Do you keep it in categories established on a functional 
basis?—A. No. It is done primarily on a service basis.

Q. So there is no real functional breakdown available; you would have to 
work through the individual items to get that?—A. Yes, and this book discloses 
the way in which the accounts are kept; you have first the navy and then the 
naval reserve; then the army and then the army reserve; then the northwest 
highway system; then the Northwest Territories and Yukon signal system; then 
the air force and the air force reserve. To give the expenditure on any one item, 
tools say, you have to go through each of these and add them all together.

Q. Then there is no bookkeeping done within the department which normally 
bring these items together?—A. Not as a general operation. If the total 
expenditure for any one thing is desired it would be taken off and added 
together.

Mr. Fulton : There is another question I should like to ask, Mr. Chairman. 
I have looked fairly closely through the section dealing with the Department of 
National Defence and I simply cannot put the material together that I want 
so I am going to have to ask the deputy minister to get it from the department 
for me. I would like to know what total was spent on barracks and similar 
army construction, army barracks and army accommodation, service accom
modation, during the year under review-.

The Chairman: That would come under equipment, stores and supplies 
when we get that breakdown.

Mr. Fulton: No, Mr. Chairman, this is barracks.
The Chairman: Oh, yes; barracks and stores.
Mr. Fulton: What I want to know is about buildings, and what amount 

was paid in architects’ fees with respect to that type of construction during the 
year.

The Witness: You want the total on construction and the total on 
architects' fees?

Mr. Fulton: Yes. When I say construction I don’t exactly mean houses, 
like married quarters in the form of a house, but what you call barracks, 
armories, huts, camps and so on—that type of construction. If you can’t give 
me a breakdown on that you might give it to me as closely as you can.

The Witness: Would that include workshops?
Mr. Croll: Yes, as a part of a barracks.
Mr. Fulton: No, I am thinking of accommodation of the nature of 

armories, barrack buildings, and so on.
The Chairman: And officers’ messes. v
The Witness: But not office accommodation or workshops?
Mr. Fulton: I do not suppose you can really break it down. Let me put 

it this way. What I had in mind w-ould be this: Let us say you build a camp
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at Debert—the question of the type of building, general layout, may be very 
similar to the type of camp you would build say at Windsor or Vernon. That 
is going very far back into history. One would think that would be a very 
standard form of construction, and yet it appears that architects are employed 
each time, although it would not appear to be necessary to have supervision by 
an architect each time a more or less standard type of barracks building is 
constructed. If you were starting on a new type of construction such as an 
individual house for officer accommodation then I would admit readily there is 
need for the employment of an architect. I am not interested in that at the 
moment. I am interested in the standard type of army construction; how 
much you spent on it during the year, and how much you paid to architects 
by way of fees in connection with that construction.

Mr. Thatcher: Would that not be on page N-24?
The Witness: What page, please?
Mr. Thatcher: N-24.
Mr. Nowlan: On that point I would like to ask the deputy minister a 

question with respect to consultant’s fees. There are a large number listed 
and they are all specified as to location except (a) and (e). Is there any 
reason for it being carried in that way? Would it" be for security reasons that 
locations are not mentioned? I would like to know the services rendered for 
these fees amounting to $55,000 in the case of (a) and $84,000 in the case of (c). 
I presume they are for architect’s fees.

The Witness: I am not sure that I have the place.
Mr. Nowlan: That is on page N-24, consultant’s fees. I was particularly 

interested in (a) and (c). You see there that Currie Barracks gets so much. 
I was wondering if the reason for that was security ; if not, could we have the 
locations where these moneys were spent?

The Witness: I would like to confirm it.
Mr. Nowlan: Yes.

, The Witness: But I would think that (a), to James Adam, was for 
designing the type of thing that Mr. Fulton had in mind, a standard company 
armory or a standard two-battalion armory.

Mr. Nowlan : Could you give us the location?
The Witness: We may not have that. This is like a standard barrack 

mock building, a question of design. When we erect it, it may need some 
modification, made necessarily by an architect, to get it to fit the ground. 
*be standard building is what the fee was paid for, and in most cases this type 
m building is designed to fit flat ground, but if the ground does not happen 
t° be flat you may have to have a substantial change, say a change in foun
dation, and extensive modification is needed.

Mr. Nowlan: Can you confirm that?
The Chairman : Now might I ask, Mr. Fulton, do you want a breakdown 

°f all this construction or only what you mentioned, the barracks, aumônes 
and so on, because as you can see there is quite a wide range m type of
construction.

Mr. Fulton : I am interested mainly in barracks and army camps, barracks 
and camps for the forces.

Mr. Croll: I wonder, Mr. Chairman, whether Mr. Thatcher could have 
n opportunity now of putting his question.

The Chairman : I am sorry, I thought Mr. Thatcher had asked his question 
^^t received the answer. Would you mind repeating your question, Mr.
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Mr. Thatcher: Before I repeat my question, might I suggest very respect
fully that perhaps at our next meeting we might start on the details of this.

Mr. Croll: Good.
Mr. Thatcher: If we are just going to pick out items I do not think we 

will get so far ahead.
The Chairman : Well, you can ask any questions you like about any item 

in the report.
Mr. Fleming: Well, while you are on that, Mr. Chairman; I am still 

waiting to ask a question myself.
Mr. Croll: Never mind, you will get a chance next week.
Mr. Thatcher: I think the minister stated in the House last year there 

were 22,000.
The Chairman : You are very much interested in the minister.
Mr. Thatcher: Yes. I want to find out how many passenger vehicles 

there are—I am still not convinced—I don’t know What Mr. Drury said about 
passenger vehicles. I am not clear in my own mind as to the qualifications 
you are supposed to have to be able to get an automobile to run' around in.

Mr. Larson : Join the army and find out.
Mr. Cruickshank: I was in the army and I didn’t have one.
Mr. Thatcher: Does a colonel automatically get a car; or, how do you 

check on the many types of cars there are?
The Witness: This has always been a difficult question. In the field in 

operations under the war establishments which we have now and which we got 
from the British there are provided in the war establishment a scale of what 
they call staff cars. In the case of a corps headquarters, the corps commander 
has a staff car and there is a further number of staff cars allotted as a po°* 
to the staff headquarters. The purpose is to transport them about. The 
number most desirable has been arrived at over a considerable period of time, 
both in war and in peace in the United Kingdom.

In a division, the next lower level, there is a car personally for the general 
officer commanding, as General Pearkes will bear me out; and staff cars are 
provided for staff officers at divisional headquarters.

At the brigade level, there is provided a staff car for the brigadier.
Mr. Croll: As you can testify.
The Witness: No staff cars are provided for the brigade staff.
It is this scale of provision generally which we have tried to carry _ over 

with such adjustments as have been necessary from the wartime corps, division, 
brigade and so on into peacetime establishments in this country.

Now, the adjustments that have been made have resulted, generally 
speaking, from pressure by soldiers to have more cars, and pressure by the civi 
side to give them fewer.

By Mr. Thatcher:
Q. I do not wish to be facetious, but I notice in Ottawa an aw-ful lot of 

officers being driven around by privates. Possibly it may be in the line of dut> ’ 
but why do not some of the officers learn how to drive? Would that not m** 
a saving?—A. I suggest that would be one of the most expensive things 
could do.

Q. Could you tell me how many private chauffeurs of that nature we hav 
in the active service?—A. There is, generally speaking, one per car. » ,

Q. Does that mean thousands?—A. One per car in use. It has been fouo 
—and with this I agree—that the only way to operate a car satisfactorily 18 
put one man in charge of it, to make him responsible, and to let no one el- 
drive it, no matter what his rank, officer or not.
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Otherwise there is the danger of a certain amount of irresponsibility 
creeping in, and it will be said: “After all, it is not my property.” They would 
not take as much care of it and look after it as well as they would if the 
responsibility for it could be directly chargeable to one man.

Mr. Cruickshank: Why should an officer be allowed to have a car come 
to pick him up at his house and take him down to Cartier Square in the morning? 
We are paying for this.

Mr. Thatcher: And late at night.
Mr. Cruickshank : Well, the minister and his parliamentary assistants 

work late at night too. There is more ill feeling caused by army cars running 
around. I object to this. I do not like to use military titles, but I will say that 
Captain Cruickshank did not have a car. I personally as a taxpayer object to it. 
You were not speaking about in the field.

The Witness: In the field.
Mr. Cruickshank : If anybody can tell me that this jerkwater town is 

ln the field, I would like to know it. I am not going to give you the name, but 
I know of a case where an army car calls at a certain house every morning and 
takes an officer down to his office, while another army car calls at that house 
and takes the children to school. The taxpayers have to pay a lot of money 
'or that. I believe that whoever is in charge at Ottawa is very irresponsible in 
the way he permits cars to be operated within his jurisdiction.

If you go out on Wellington Street during the appropriate period, you will
a three to five ton truck going along with a few small boxes in the back of it, 

I e°ple are wondering about these things. Those are the people who are having 
Payroll deductions taken from them by way of income tax just to pay for this 
sort of thing. Then in two or three minutes time you will see another big car 
coming along with a small box about that size (indicating) in the back of it 
and with four men in the back going along to handle it. That is the sort of 
thing that causes a lot of dissatisfaction, and it is not to be wondered.

Mr. Johnston: Is there no regulation governing the use of them? Surely 
there must be a regulation that an army officer must not use a staff car except 
0r military purposes.

The Witness : That is correct.
Mr. Cruickshank: I can understand it, if it is in the field; but I cannot 

understand the “lift” within headquarters. I think a general should have his car,
. *lc is acting in any official capacity. But surely there is some further check 
111 me way these army cars are indiscriminately running around.

. I am certain about this case because I myself got a ride in the darned 
hing from the Grill at the Chateau Laurier to the House of Commons. He 

said: “I win get my car.” And he got it and dropped me at the House of 
commons while lie drove over to Cartier Square. It would have done us both 
p°d to have walked that distance. This man was not a general. He was 
a captain. Are army cars . permitted to run about indiscriminately at the 
axPayers’ expense?

Mr. Thatcher: We are alarmed if this is the general practice.
The Witness: I would agree that there appears to have been an abuse in 

0lne way of the car situation, if what Mr. Cruickshank has said is the case.
Mr. Johnston : What is the rule which applies to it?
Yhe Witness: There is a pool of cars in Ottawa. It is operated as a pool, 

_ d n° car is allotted to any one officer. Officers may, for purposes in con- 
chon with duty, make use of a car, if it is necessary.

Cruickshank: What ranks of officers in Ottawa in the National 
Ca ? i department are entitled to be brought to work in the morning by a 
rT; Surely that must be on the record. It should be apparent in the bills.

T\ Mr.
defence
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The Witness: As a matter of practice the chairman of the Chief of Staff 
Committee and the three chiefs of staff are usually transported to work.

Mr. Cruickshank : And they are the only ones?
The Witness: They are the ones.

By Mr. Fleming:
Q. You say that that is the practice; but what is the regulation which, is 

laid down?—A. The regulation is that the cars are to be used on duty only.
Q. But by whom?—A. By officers.
Q. Any officers?—A. Any officer, if his duty requires it, yes.
Mr. Cruickshank : Surely a man is not coming on duty if he is being

brought to work in the morning? I do not care what his rank is. Is it being
followed through?

The Witness : I hope it is and I will check into it to see if in fact
captains are going to work in the morning in army transport.

Mr. Thatcher: You said you would save money by having one car-driver 
to each car. But if you have many active service personnel tied up there, you 
could buy a new car every year and be no worse off than by paying $2,000 for 
an army private. I do not see how that saves money necessarily.

Mr. Fleming: I would like to ask the witness how many cars there are in 
the pool here.

The Chairman : Do you mind letting Mr. Thatcher’s question come first, 
Mr. Fleming?

Mr. Fleming: I thought it was a statement and not a question.
The Chairman : I know, but that is how Mr. Thatcher often puts his 

questions.
Mr. Thatcher: The w-itness is going to give us the number of passenger 

cars there are, at the next meeting; and would he also get for us the number of 
chauffeurs driving around in the officers’ commands across the country, driving 
these cars? I do not mean chauffeurs in the field, but how many active service 
personnel have we got?

The Chairman: In Canada at the moment?
Mr. Thatcher: All right.
Mr. Cauchon: It is six o’clock, Mr. Chairman.
The Chairman : There is a further question, I think.
Mr. Fleming: If the answer requires no inquiry to be made, how many 

cars are there in this pool for National Defence headquarters?
The Witness: It requires an inquiry.
Mr. Fleming: I just wanted to ask you now.
The Chairman : The committee now stands adjourned until Thursda} 

morning, May 3, 1951, at 11:00 a.m.

WV
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APPENDIX “A”

RECRUITING EXPENSES PAID TO

Fiscal Year

(1) Other Government Deportments and A pendes
Canadian Broadcasting Corporation ..........
National Film Hoard ......................................
Department Public Printing & Stationery .
Post Office Departmept ................................
Canadian Arsenals Ltd.....................................

1947-48

$ 836.G2

7,467.69

1948-49

$ 178.50

44,806.10
145.80

1949-50

$ 760.72
447.55 

23,275.59

1,306.25
(2) Non-Governmental Agencies

French Advertising Services........................
MacLaren Advertising Company Ltd...........
Ronalds Advertising Agency Limited ........
Walsh Advertising Agency ..........................
Expenditure for press, radio, exhibitions, 

etc.
(а) Headquarters ......................................
(б) Local (i.e. in Commands) ................

26.377.26
63,759.77
53,625.21

143.057.24
350.541.41
199,940.77

63,465.91
330.635.29
266.015.77
119,153.98

9,118.65
30.716.73

17,759.37
91,161.74

35,825.75
156.724.49

Total................................................ $191,901.93 $847,590.93 $997,610.30

APPENDIX “B”

STATEMENT OF ESTIMATES, TOTAL EXPENDITURE, ENLISTMENTS AND 
AVERAGE EXPENDITURE PER ENLISTMENT—1947-1950

1947-48
Navy
Army
rcaf

1948-49
Navy
Army
Rcaf

Total

1949-50
Navy
Army
Rcaf'

Total

Total

Estimates
$

Expenditure
$

78,500.00
114.500.00
97,000.00

33,171.50
78,085.97
80,644.46

290,000.00 191,901.93

278,800.00
196,500.00
207,000.00

236,246.10
328,413.57
282.931.26

682,300.00 847,590.93

300,000.00
410,000.00
311,935.00

205,088.94
430.599.41
361,921.95

1,021,935.00 997,610.30

Average Expenditure 
Enlistments perEnlistment 

$ $

1.081
4,723
1,587

33.68
16.53
50.81

7,391 25,96

2,103
4,579
3,618

112.33
71.72
78.20

10,300 82.12

1.782
3,322
3,488

115.08
129.62
103.76

8,592 116.10
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MINUTES OF PROCEEDINGS
House of Commons, Room 430, 
Thursday, May 3, 1951.

The Standing Committee on Public Accounts met this day at 11.00 o’clock 
a m. The Chairman, Mr. L. Philippe Picard, presided.

Members present: Messrs. Anderson, Ashbourne, Benidickson, Beyer stein, 
boiyin, Browne (St. John’s West), Campney, Cauchon, Cavers, Croll, 
Cruickshank, Decore, Fleming, Fournier (Maisonneuve-Rosemont), Fraser, 
jmlton, Kirk (Digby-Yarmouth), Larson, Macdonnell (Greenwood), Major, 
Ucard, Pinard, Richard (Ottawa East), Robinson, Thatcher, Warren, Wright.

In attendance: Mr. C. M. Drury, C.B.E., D.S.O., E.D., Deputy Minister of 
■National Defence.

The Committee resumed consideration of the public accounts relative to the 
department of National Defence, for the fiscal year ending 31st March, 1950.

Mr. Drury’s examination was continued. The witness first tabled various 
statements which were ordered printed as Appendices to to-day’s minutes of 
Proceedings and Evidence, as follows:

Appendix “A”—Statement showing expenditure made for service equipment 
in 1949-50 and what is included therein.

Appendix “B”—Payments made to Canadair, Ltd., in connection with the 
development and production of F. 86, to March 31, 1950. 

Appendix “C”—Payments made to A. V. Roe Canada Ltd., in connection 
with development and production of C.F. 100—during fis
cal year 1949-50.

Appendix “D”—Tri-service summary of fire losses for fiscal year ending 
31st March, 1950.

Appendix “E”—(i) Constructions and alterations (buildings other than 
married quarters) 1949-50.
(ii) Architectural and engineering services (buildings other 
than married quarters) 1949-50.
(iii) Payments for constructions and alterations to build
ings (other than married quarters)—1949-50.
(iv) Payments for architectural and engineering services 
in connection with construction of buildings (other than 
married quarters)—Fiscal year 1949-50.

Appendix “F”—Breakdown of Department of National Defence expendi
ture items for equipment, stores and supplies appearing in 
public accounts of 1949-50.

?e> thereafter, orally answered a few questions asked of him by members, dur- 
!ormer sittings of the committee, and other questions relating to the state- 
s tabled by him at the meeting of May 1 and appearing as appendices 

po^andT‘B” to the Minutes of Proceedings and Evidence of that day. (See

w A-n.d the examination of Mr. Drury still continuing; the said examination 
s adjourned to the next meeting.

M 12.45 o’clock p.m., the Committee adjourned to the call of'the Chair.
ANTOINE CHASSÉ

Clerk of the Committee.
85334-4
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MINUTES OF EVIDENCE
House of Commons, 
May 3, 1951.

The Standing Committee on Public Accounts met this day at 11.00 a.m. 
The Chairman, Mr. L. Phillipe Picard, presided.

The Chairman: Gentlemen, we have with us again today the deputy 
minister of National Defence, who has some answers to questions asked at the 
Previous meeting. I think that after he has given these answers we can revert 
to answers given on Tuesday on which some members have questions to ask. 
That will give time to the members to think of what has been tabled this morning 
tod if they want to ask questions, they will have time to prepare them. So, 

will first have the answers tabled by Mr. Drury and then revert to Tuesday s 
answers on which some members have some questions to ask.

Mr. C. M. Drury, C.B.E., D.S.O., E.D., Deputy Minister of National 
Uefence, called:

The Witness: The first question: Mr. Thatcher wished to know what 
Proportion of total expenditure was for service equipment in 1949-50, and what 

to included in that. I think, Mr. Thatcher, you only wanted a rough pro
portion?

Mr. Thatcher: Yes.
The Witness: The proportion is 19-3 per cent of the total and that is in 

Ul°unt $74,404,697. I have a breakdown here if it is of interest to you.
The Chairman: We will have it tabled.
(See Appendix A.)

By Mr. Thatcher:
... Q- Is it mainly for weapons, planes?—A. The money was spent on ammu- 

mn and bombs, armaments stores, mechanical transport vehicles and spare 
otl S’ armoured fighting vehicles and spare parts, tractors, cranes and

}er engineering equipment, acquisition and construction of ships, repair and 
ha j P °f ships and aircraft, naval and aircraft stores, aircraft engines, over- 
ffein a’rcraft, marine craft, photographic equipment, and some miscellaneous

p The second question, asked by Mr. Fulton, was as to payments made to 
aganadair, Limited. In 1949-1950 the total payments were $13,696,576.16. Now, 
tj a ’natter of fact that appears in the public accounts, at page N-56. I men- 

' \vl>n t l*s because it might be useful to members in future to have an idea as to 
c,e to look for those things.

pi ^ Mr. Drury, regarding that point, did you not say there were no F-86 
nto turned out from Canadair in that particular year?—A. That is correct, 

tool' ’ then, what was the $13,696,576.16 for—was that in payment for
ip ln6?-—A. For tooling, capital assistance in respect of alterations to build- 

&s> and there was another item—
^leming: You have a breakdown of the figure—you are including

1 ln the record, Mr. Chairman?
265
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The Chairman : Yes.
(See Appendix B.)
The Witness: Another item for North Star and Dakota work is included 

in the $13 million odd. The North Star item amounts to $3,129,154.02.

By Mr. Thatcher:
Q. If the chairman would allow me to project, as he calls it, were any 

planes turned out the next year?—A. Last year?
Q. Yes.—A. Yes.
Q. How many?
The Chairman : Well, now, that is something—
Mr. Croll: Take it easy, take it easy.
The Chairman : Let us -go on with the answers. It was agreed the answers 

would be tabled.

By Mr. Macdonnell:
Q. There is a question I would like to ask, Mr. Chairman, in connection 

with the item of alterations to buildings, and that is, Canadair altered what build
ings?—A. There was a building—I do not know if you quite know Canadair5 
layout?

Q. The only point of my question is with regard to the expenditures we 
made for Canadair. You say, for other things, alterations to buildings. Now 
I think of Canadair as constructors of aeroplanes and not as contractors. That 
is what made me ask what buildings were altered?—A. I do not say that Cana- 
dair necessarily did this work. In fact, we pay Canadair money part of which 
they pay out 100 per cent to subcontractors to do other work, such as manu
facturing components. Now, they had to alter the interior of their production 
shops in order to carry out this new- production job, and the alterations are 
alterations to their own buildings. I

Q. That is what I w-anted to know; that expenditure is in payment f°* 
alterations to their own buildings?—A. Yes. s

Mr. Thatcher: Mr. Drury, with regard to Canadair, is this tooling for work 
done on F-86’s or preparing to tool for F-86’s?

The Witness: Most of it is for that purpose.

By Mr. Fleming:
Q. This really is for extension of the plant at Cartierville which was com

pleted about a year ago; the new building there which is used for plane assemblyj 
—A. The new building, I think, is used as a machine shop. <

Q. Yes, I should have said machine shop, not an assembly shop.—A- 
frankly do not know' the details of all these figures in that the contract was negu 
tiatcd by the Canadian Commercial Corporation wfith Canadair and we m&^e 
put up the money for what is required to get these planes manufactured, i*1. 
actual contract and the contractual arrangements lie between the Canadm 
Commercial Corporation or the Minister of Trade and Commerce and Canadai ■

Mr. Fraser: You would not know if this amount of money wras included in 
the price of the aeroplanes that w'ere turned out?

The Chairman : We wfill get the Canadian Commercial Corporation p60? 
here later on. They will be the ones to answer these questions.

By Mr. Fraser: K ,

Q. Mr. Drury mentioned that $3,129,154.02 was spent for North Stars 
at the same time he told us no planes were turned out.—A. No F-86’s were turn 
out.
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Q. But North Stars were turned out?—A. North Stars.
Q. How many?—A. That I do not know. This is not spent on production 

of new planes, new North Stars ; it is overhaul, repair work.
The Chairman: Shall we go on with the answers that Mr. Drury is prepared 

to table?
Mr. Thatcher: Yes, but on this one item: Mr. Drury, as deputy defence 

minister, do you not feel some concern that we spent $13,696,576.16 and still 
have no planes?

The Chairman : I do not think that is a fair question.
Mr. Campney: He did not say that.
The Chairman : You can ask him about the contract as much as you want 

hut it is not for the deputy minister to express an opinion of that kind.
Mr. Fraser: When will we have the Canadian Commercial Corporation 

people here?
The Chairman : As soon as you get down to figures and clear this official, 

fhen, we can get the officials of the Canadian Commercial Corporation and ask 
them about figures instead of speculating about big guns and small guns.

Mr. Thatcher: But, Mr. Chairman, we have spent a large sum of money 
anfl have nothing to show for it.

The Chairman : If you want to ask anything of an official tomorrow in detail 
?s ho where that money has gone, that will be in order. If we continue discuss
es questions of theory, it is not up to the witness to answer such questions.

Mr. Thatcher: But that is a lot of money.
, The Chairman : You can have the proper officials here and learn of the 

.hails of how that money was spent. You are asking to have the opinion of the 
Wlhness on a matter that may be controversial. Let us get down to figures and 
See it was the right thing to do to advance $13 million.

Mr. Fleming: I think we can all realize the situation, Mr. Chairman, that 
often, and particularly in connection with the manufacture of new types 

aircraft, you may make an expenditure one year and not get delivery of your 
P ane until the following year. I think, if I may say so, that any unfair inferences 
o be drawn in that respect would be precluded if we were not tied down to the 

"°lve "month period ending March 31, 1950.
I The Chairman : We are tied down by the reference and our work which we 

ave f° do and have not even started as yet. Let us get down to figures.
Mr. Thatcher: But did we get any planes the next year?

ç f he Chairman: He said there were some. When we have the Canadian 
enunercial Corporation people here you can ask them about all the details of 

ne contract.
Mr. Thatcher: Will they tell us how many planes we got? 

for ^le CHAIRMAN : I do not know. They will tell us how many were contracted

for trIr' Thatcher : But how are we to know that the taxpayers got full value 
fhe money spent if we do not know how many planes were delivered?
The Chairman: You will know when the next public accounts are brought up. 

c Mr. Croll: No, no; he does not have to wait until then, Mr. Chairman. He 
n ask the minister on the floor of the House.

kn m?6 ^HAIRMAN : Yes, he can, but if you want to know, Mr. Thatcher, you 
t^Wto get the information in the House, so why do you not ask the ques-

Mr. Thatcher: Well, he will tell us it is security.
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Mr. Croll: Well then, it is security here, too. Has not Mr. Fleming the 
answer to Mr. Thatcher's question? He said it is obvious under some conditions 
to tool up plants and the results do not flow for six months or a year later under 
such circumstances; and that is what happened in this particular case.

Mr. Thatcher: To the best of my knowledge nothing flowed the next year 
either.

The Chairman : You can ask where that money was spent when the Canadian 
Commercial Corporation is here; and if you wrant anybody from the Canadian 
Commercial Corporation here I shall be glad to have them come right away.

Mr. Macdonnell: Do I understand; that really the Canadian Commercial 
Corporation covers the whole ground, assumes the whole responsibility, and the 
Department of National Defence just acts, as you might say, mechanically, in 
these items on the authority of the Canadian Commercial Corporation and does 
not interest themselves? Is that a fair inference from what Mr. Drury said? } 
am not saying that to be critical, I only want to find out how far the responsi
bility of the Canadian Commercial Corporation goes.

The Chairman : I would be very disappointed if they did not interest them
selves. What the witness has said up to now is: They requisition what they want 
and the Canadian Commercial Corporation negotiates the contract.

Mr. Fraser: Mr. Chairman, out of this $13,696,576.16 only some $3 million* 
odd went for planes in that year?

The Witness: I will put it in another way, Mr. Fraser. The balance went 
to initiate the production of F-86’s of which we received no completed aircraft in 
that year.

Mr. Campxey: This is the same procedure that happens in civilian aeroplane 
production; they have to spend considerable money before production is started 
at all.

The Chairman: Have you finished reading this answer, Mr. Drury, so we 
can put it in as an appendix and carry on with the other answers and then get 
on with the discussion?

The Witness: I have not got a copy of this pencilled figure; I wonder if * 
could just take a moment to jot it down.

(See Appendix B).

By Mr. Thatcher:
Q. Do these F-86’s fit into the army standardization program ; is that the 

same thing as is produced in the States?—A. Exactly the same plane.
Q. I suppose you would save quite a bit of money because of that. 

would be able to get a lot of tooling equipment from the States?—A. The tooling 
we would have to buy from the United States. We did get a vast amount o 
highly valuable “knowhow-”, as it is called, from North American Aviation wtl 
developed this plane. We did not have to pay the very substantial cost incurre 
by North American in designing and developing this plane.

Q. Do you happen to know7 whether that is going to be uniform with so- 
of the other North Atlantic countries also?—A. It is not now7. I think that is a 
far as I can go. e

Payments to A. V. Roe, Limited, in total amount $17,090,834.98; that ng 
appears on page N-62 of the public accounts.

Q. How7 many planes did you get for that?
Mr. Fleming: Put it right on the record, Mr. Chairman.
The Witness : I will.
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The Chairman: As soon as you have finished an answer will you kindly give 
to us so there will not be too much other material coming in between.

(See Appendix C).
The Witness: Could I have a copy of this back, please? I only had time 

to have two copies prepared.
Mr. Thatcher: Could Mr. Drury tell us if for that $17 million we got 

Qny planes?
The Chairman: In that year, you mean?
Mr. Thatcher: In that year.
The Witness: Not in that one.

By Mr. Thatcher:
Q. When were the planes actually delivered? Were there any delivered in 

that year?—A. In that fiscal year, no.
Q. Were there any deliveries in the next year?—A. Yes.
The Chairman: May I say in that connection, that we are not now—
Mr. Thatcher: Now, Mr. Chairman, that is $17 million paid to the company • 

and no planes to show for it.
The Chairman: Can you make a plane in a few weeks? How long does it 

take to make a hammer, or anything you sell in your hardware store?
Mr. Croll: He said, some were delivered the next year.
The Chairman: Let us carry on orderly, let us have the answers, as I 

suggested at the beginning. Now, I will stick to that ruling. Let us have the 
lest of the answers brought in and then let us have discussion on the itemsleft over from the previous meeting and then you will have plenty of time left
0 look at these and come back to them.

Mr. Browne: Mr. Chairman, don’t you think there is some weight in Mr. 
hatcher’s question? Here is $30 million and we are told that no planes were 

delivered that year.
The Chairman: He said, in that year.

^ Mr. Browne: Yes, I know he did; and he is a little doubtful as to whether 
tore were any deliveries in the next year.

The Chairman: His answer to that was “yes”.
The Witness: I am in no doubt at all that there were planes delivered in 

le following fiscal year.
Mr. Browne: Well, was it a substantial number?
Mr. Thatcher: That is a fair question. 

n Mr. Fleming: Mr. Chairman, may I interpose an observation here. I have 
o objection to our asking all kinds of questions on this but I would like in 
U'ness t-o the members of the committee to see it done in a systematic way. 

to , . I thought we had already decided upon was that the witness was going 
m 7-mg M Ml the tables he had prepared in answer to questions at previous 
„^mgs and then in turn we would take these up in a systematic way. Now, I 
no S\lg.gest with all deference, that if we are now to have questions inter- 
vP e< ln the middle of the submission of this statement we are going to be in a 

ry chaotic condition by the end of the meeting, 
to ,The Chairman: That is exactly how I see it. I appeal to all the members 
P] . he by the decision made at the start of the meeting and to which Mr. 
revlnlng Wst referred. Let us get on with this statement now and then we can 
lltoeti *° ma^er M questions with respect to answers given at the previous

Mr. Croll: They will all be in the record.
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I he Chairman : Yes, they will all be included.
Mr. Croll: The trouble about the record is that it will probably be four 

or five days late and I am afraid that we would not have an opportunity of 
reviewing them before the next meeting.

I he Chairman: Well, the witness only had one day in which to prepare 
them; that is why in many cases he is able only to produce two copies.

Mr. Croll: I see. Î
I he Witness: Well, Mr. Chairman, if a reasonable amount of time is 

available to permit it I will have the detailed answers duplicated so that they 
can be circulated at the meeting. As you pointed out, Mr. Chairman, there 
has not been much time to extract these figures.

Mr. Croll: I want to assure Mr. Drury that we are not finding any fault.
I he Chairman : Will you carry on, Mr. Drury, please?
I he Witness: I might just elaborate on this one item and discuss the figures 

ior the A. V. Roe Company, Limited, and point out that they included not only 
the production of aircraft but also, unlike the Canadair arrangement, the design 
and development of the Orenda engine—the jet turbine engine—and the design 
and development of the C.F.-100; normally when design or development is 
undertaken there are very much more in the way of expenditures, very much 
higher expenditures before the aircraft is produced than in case of straight 
manufacture of an aircraft already developed.

Mr. Browne: Now, Mr. Chairman, that brings up this question—
1 he Chairman: We are not permitting any questions whatever to be put 

now. W e are going to carry on with the answers and then we will revert to the 
questions submitted at the previous meeting.

Mr. Thatcher: Will we revert to this?
The Chairman: You can revert to this at a later time. We want to proceed 

m an orderly fashion.
Mr. I hatcher: You mean this year, do you? How do you revert to this?
I he Chairman : I mean at the next meeting, if you want to; or, if we have 

lime, at this meeting after we have dealt with the questions remaining over 
from our previous meeting. Would you carry on with the answers to the ques
tions, please?

I he Witness: The next item. This one is quite simple : Fire" losses by the 
three services in the fiscal year 1949-50; R.C.N. $13,277.50; Army $457,928.60; 
R.C.A.F. $754,880.34; for a grand total for all services of $1,226,086.44. That 
will be appendix “D”.

(See Appendix D)
Mr. Fraser: These are the fire losses for the year ending March 31, 1950?
1 he Witness: That is correct. Then, next; how many passenger vehicles 

were included in the return as to the total number of vehicles held by the 
department in 1950. Mr. Thatcher asked out of the 22,000 motor vehicles in 
the armed forces how many were passenger cars. The answer to that is 508 
passenger cars of which 62 were in reserve and 446 in active use.

Mr. Thatcher: Mr. Chairman, should I question on that yet?
The Chairman : No, sir.
The Witness: Then, Mr. Croll had a question on education in the services 

for which the answer is not one which can just be put in the record in brief;
I would have to speak to that.

Mr. Croll: Read it.
The WTtness: The purpose of the armed forces obviously is to train men 

to fight and we give instruction and education in the armed forces to the extent
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that it is necessary to produce efficient fighting forces. Now, the amount of 
educational instruction to accomplish that purpose is quite substantial, largely 
because, as I mentioned once before, of the high percentage of technical duties 
in the three services. In the navy, 75 per cent of the enlisted men are tradesmen; 
the operation of ships is a fairly highly technical business and most men have to 
be tradesmen with trade training. Most of them receive this training in the 
naval institutions after entering. In the army 30-8 per cent, a lower figure, are 
tradesmen. And in the air force 96 • 6 per cent are tradesmen. In all three 
services the bulk of the trades training instruction is given within the service 
nnd not, I would say, received prior to entering. In addition to this trades 
training which is carried out at a very substantial number of schools there is 
instruction in the English language given to those of French-speaking origin 
who are going to undertake technical work. The technical language of the ser
vices and most of the technical books are in English and for that reason it is 
necessary to give those who can speak only French some instruction in the 
English language in order that they will be able to progress in their particular 
trade. The numbers so trained are not very substantial. The Royal Canadian 
Navy conduct classes at Cornwallis, in Nova Scotia, for this purpose, the army 
has a school at St. Johns, Quebec; and the R.C.A.F. have a school at lrenton. 
In addition there is given to potential tradesmen some formal education in 
arithmetic and elementary physics in order to enable them to absorb adequately 
the technical instruction they will later be given. This is academic education 
m addition to the technical instruction, but it is only given in the amount neces
sary to enable them to understand the future technical instruction they are 
going to be given. Each service, however, makes available facilities for all the 
men in the services to better their educational standards in their spare time. 
I his is done principally through the medium of the Canadian Legion corre
spondence courses, and the obligations to pursue these rests largely with the man 
himself ; there must be a desire existing in the man to pursue these studies and 
succeed in them. However, help is given in procuring the courses, advice on 
various questions in connection with the courses and supplementary instruction ; 
111 the case of the navy, the R.C.N. have now taken over the correction of the 
Papers prepared by the men as a result of these courses. The navy have done this 
because they have found that the number who succeed in the courses—that is 
V’ho pursue them successfully to the end—is very much higher than if the.man is 
mft entirely to himself, to correspond with the Canadian Legion authorities who 
run these courses of instruction. I could, perhaps, give you more on that but I 
will let the answer stand at that for the moment and if there is further detail 
Wanted I could give that to you later.

Mr. Croll: Yes, I would like to have you enlarge on it. You will remember 
the point I made arose as a result of your answer. You made the statement 
that there was an educational officer in the navy and the air force but that 
the educational officer had been dropped in the army—is that statement true ;

The Witness: That statement is true.
Mr. Croll: Well, that was the point I was making. Why was he dropped 

lrt the case of the army? Your figures today indicate that the army is in greater 
nee<t of such an officer than perhaps the other branches of the service.

Mr. Thatcher: I thought we were going to receive all the answers now, 
Mr. Chairman.

Mr. Croll : Very well, I will let the matter stand for the moment.
Mr. Cruickshank: Let’s carry on with this.
Mr. Croll: I am prepared to let it stand.
The Chairman: Will you please carry on, Mr. Drury? It was a first offence, 

you know, Mr. Croll.
Mr. Croll : Very well, let it stand.
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The Witness: I have some more. I have extracted from the accounts in 
response to a query from Mr. Fulton, a breakdown by services of accommodation 
construction for the fiscal year 1949-50. The total is $2,842,583.94. There is 
a further total of architectural and engineering fees for buildings, other than 
married quarters, paid in the same year, which amounts to $282,036.88. I shall 
table this as the next exhibit.

(See Appendix E)
The Witness: And finally—
Mr. Fleming: That is what they say in the House when they have fifteen 

minutes more to go.
The Witness: Finally, Mr. Thatcher asked a question as to the number of 

cars at National Defence headquarters. The number of passenger cars in the 
pool, or the total number of passenger cars at National Defence headquarters 
is 28. Of these, four are quite old Buicks, which are reserved in the garage lor 
special ceremonial occasions.

Mr. Cruickshank: Huh!
The Chairman : This is more eloquent than a question.
The Witness: For special ceremonial occasions such as the visit of the 

President of the French Republic and so forth. Of these 28, one is on standing 
detail to the medical inspection room for emergency cases. One is detailed for 
security mail to and from the Prime Minister’s office and other government 
departments. One is detailed for National Defence security messages ; and one 
is detailed for special duty for the directorate of intelligence.

Of the 28, normally one is off the road continuously, in rotation, for overhaul 
and maintenance.

The number of officers whom these cars served, in this fiscal year, was 1,152-
Mr. Thatcher: What is that amount again, please.
The Witness: 1,152. The rules regarding the use of staff cars in the Ottawa 

area are that they may be used for transportation on duty, provided that other 
public transportation is not available.

The way in which control is exercised is that in each of the directorates in 
the department, one officer is designated as the sole authority for calling a car; 
and in respect to all demands originating in that directorate, he is made 
responsible to the chief of staff for determining that in fact the car is required for 
duty purposes and no other satisfactory form of public transportation is 
available.

He alone can call the officer in charge of the motor transport pool and 
requisition a car.

The driver is required to have a work ticket to be signed by the officer using 
the car, stating the nature of the duty. The driver is further required to observe 
on the work ticket on return if there has been any abuse of the regulation.

Any abuses noted are reported to the officer in charge of the motor transport 
pool. And in this connection I might say, having made an inquiry, that there 
has been in the past two years only one instance of abuse by an officer. .

Mr. Thatcher: Do you think that a private would report a general?
Mr. Cruickshank: No questions!
The Chairman: Order!
The Witness : And that officer is no longer with the forces.
Mr. Fulton: Pretty drastic ! t
The Chairman: Does that conclude your answers?
The Witness : I think that will conclude the subject of motor cars, unless 

there are some further questions.
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I have here a table which I had hoped would be duplicated by now. It is 
a table showing a breakdown asked for by the chairman, of the items for 
equipment stores and supplies appearing in the public accounts. This is an 
extract broken down into some seventeen headings. In a short time I hope to 
be able to circulate copies to the members of the committee.

The Chairman: I think we had better table your breakdown as appendix 
F ; and when the copies are brought in, each member can get one right away.

(See Appendix F)
Mr. Fraser: Is the total amount given in that breakdown?
The Witness: Yes. The total amount is for the entire department, and it 

is $116,384,552.83.
Mr. Fleming : That will be printed in the record, Mr. Chairman?
The Chairman : It will be printed in the record at the end of today’s report

as appendix F.
The Witness: I think those are all the questions, the answers to which I have 

for tabling.
The Chairman : Now, we shall go back to last meeting’s procedure, and if 

any questions are left on the different subjects, we can have them. After that 
We will take these in order, as they have been produced to date, to make sure if 
there are any further questions pertaining to those figures.

By Mr. Fleming:
Q- At the last meeting, Mr. Drury brought in two tables in reply to a 

question of mine. May I now ask two "further questions? First, on the subject 
° recruiting expenditures on page 2, under “Other Government Departments and 
Wlencies”. And second, “Non-governmental Agencies”. Is that table before you, 
dr. Drury?—A. I am just looking it up now. I have the table in front of me.

Q. The first item is Canadian Broadcasting Corporation. Those are 
clatively small amounts. Are those broadcasts made directly on behalf of the 
ePartment of National Defence?—A. These would be largely for recordings of 

sPeeches made by the minister, and so forth.
Q- And by anyone else besides the minister?—A. My recollection is not very 

S°od, but I think it includes the -chief of the general staff, the chief of the naval 
aT and the chief of the air staff. They made broadcasts in connection with

recruiting.
1Q Q- The table shows no payments made to the National Film Board in 
947-48, and 1948-49, but that a small payment was made in 1949-50. What 
lect -on your expenditures to the National Film Board has the clearing from 
e security point of view of the National Film Board had since this time?—A. 

n connection with recruiting?
Q- Yes, expenditures to the National Film Board in respect to recruiting.—A. 

qcre has been very little effect, in that these recruiting films which are for 
rtnbition to the general public have no security classification.

By Mr. Fraser:
xt Q- Well now, Mr. Chairman, the figure given here is $447.55. But on page 

'f* °f the public accounts the payment to the National Film Board is given 
s $24,076.28; and on page N-57, the figure is $32,769.53 paid to the Crawley 

■jllrns; and on page N-59, it is $11,766.17 paid to General Films Limited. Now, 
^°™y $447.56 was spent on recruiting, what was the other money s-pent on?—A. 
f e have produced, Mr. Chairman, a number of training films for use within the 

rces themselves.
Q. Well?
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The Chairman : They are not for recruiting?
The Witness: Films and film strips ; they are not for recruiting purposes.

By Mr. Fraser:
Q. You say they are not for recruiting purposes?—A. No, for actual 

instruction.
Q. That is, over $67,000 was spent on films mostly for instruction 

purposes?—A. I have not added the figures, but I assume that is correct.
Q. It comes to about that; and they are just used for training and for no 

other purposes?—A. Well, principally for training. Now, I could not say that 
any film which has been produced primarily as a training aid has not been used 
for other purposes. I can think of one which perhaps a number of members may 
have seen. It is called : “Stand by to Jump”. It was produced some considerable 
time ago as a training film for parachutists ; and it was so good that it has been 
exhibited generally to the public. That is an example of the original intention 
having wider results.

Q. That would really have been used for recruiting?—A. It would have been 
used for recruiting, but it was not the intention when the film was produced to 
use it for recruiting.

Q. Yes. I saw that film and- it was very good. Who was it made by, °r - 
do you know?—A. I do not know.

By Mr. Browne:
Q. Do you regard these figures as expenditures for recruiting?—A. As 

expenditures for recruiting?
Q. Yes?—A. That is quite a difficult question to answer.
Q. They amount to $25 in 1947-48; $82 in 1948-49; and $116 in 1949-50; 

yet there was a drop in recruiting last year.—A. The return or cost per recruit 
of recruiting advertising indicates the ease with which people are brought in 
and the necessity for so doing.

Q. But this is all a professional approach. There is no patriotic approach 
in this. Everything is paid for. Is there any recruiting done on a voluntary 
basis outside of the members of the armed forces, I mean the officers?—A. Outside 
the officers of the active force or the reserve force?

Q. Anybody interested in recruiting?—A. There may well be; but there is 
no organized recruiting done by bodies other than the active forces and the 
reserve forces. The reserve forces are recruiting in quite a substantial number.

By Mr. Fleming:
Q. Mr. Chairman, on these items on the first sheet, before we come back to 

the material on the second sheet, what about this item for the Department o 
Public Printing and Stationery? What was the nature of this expenditure?-' 
A. Those are booklets outlining conditions in the services, rates of pay, ways o 
obtaining promotion, and so forth.

Q. They were booklets prepared for the Department of National Defence? 
A. That is correct. ,

Q. Then this item for the Post Office Department. What would tha 
expenditure be for? You use franks on all mail.—A. I do not know just wha 
that is, now. 9

Q. It is a small item; perhaps you could get the answer for us on it later;-— 
A. I shall have the answer for you this morning, I hope.

Q. How did you have occasion to make payments to Canadian Ar&na - 
Limited in the course of recruiting?—A. Canadian Arsenals Limited prepare 
some pyrotechnics, explosives, in connection xvith the exhibition -held in Toronto
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Q. In connection with the launching of the recruiting campaign?—A. That 
is right.

Q. Then, on French advertising service—is that an inclusive item for French 
language advertising service or is that a particular name?—A. It is a name. 
French, I think, is the name of one of the early owners.

Q. Your expenditures under this heading seem on the whole to have gone up 
pretty substantially—through these non-governmental agencies. I ask you again 
"'hat has been the policy of the department with respect to retaining particular 
firms through which to channel these large expenditures of public money?— 
A- Those are the four principal firms in Canada doing this type of work.

Q. Well, doing this type of work—you mean recruiting work for the Depart
ment of National Defence?—A. No, advertising.

Q. Well, there are a number of other advertising agencies who do work on a 
national basis, are there not, Mr. Drury? I do not know whether I follow your 
answer.—A. Yes, but I do not think they arc as large or as comprehensive as 
these firms.

Q. These were selected by the department. I presume you had nothing to 
no with the selection of those yourself?—A. Personally, you mean? No, I did not.

Q. Tliat is a matter of ministerial decision?—A. Ministerial decision.
Q. Then, these expenditures for press, radio, exhibitions, etc., expenditures 

Torn headquarters and on a local basis, have shown a very substantial increase, 
t^oes that indicate any decentralization of control over expenditures in connection 
Wlth these various recruiting campaigns or efforts?—A. Well, you will see that 
the expenditures by headquarters has risen in about the same proportion as the 
sums allocated to commands. I think it would be difficult to deduce from these 
figures here any tendency toward decentralization or otherwise.

Q. Shall we turn to the next statement?
Mr. Thatcher: Before we leave this, I think, Mr. Drury, that one of the 

concerns of your department—
The Chairman: Just a moment, please.

By Mr. Thatcher:
Q. I think one of the concerns of the department, and I suppose of most 

Canadians, has been the more or less apathy of citizens toward joining the 
reserve army. I understand that your main problem is getting enough men to join 
UP- Do you feel this advertising campaign you have had on is enough or is it 
Producing results, or, after spending that money, are we still finding ourselves in

same predicament—that we simply cannot get men to join up in the reserve? 
r~A. As you will see from looking at the figures the minister has given in the 
flouse we are getting more men to join the reserves. The strength of the reserve 
Drees is increasing for all three services.

Mr. Thatcher: I am not trying to put you on a spot, Mr. Drury—
The Chairman : Oh, no, no. Nobody believes that.
Mr. Thatcher: In view of the international situation do you feel they 

are joining up in conformity with the gravity of the situation? Do you feel 
°Ur reserves—

The Chairman : We are investigating 1949-50.
Mr. Thatcher: Do you want more men or have you got enough men—
The Chairman : We are investigating 1949-50.
Mr. Croll: The armed forces always want more men.
The Chairman : Why can we not ask pertinent questions?
Mr. Thatcher: If we are not getting enough maybe we should be spending
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Mr. Campney: That is a matter of government policy.
Mr. Thatcher: I would not say so.
Mr. Cruickshank : If I understand! these figures we have the immense 

sum or number of 8,592 shown here, and it cost us $116 to get each man in. 
I presume this includes reserve army and regular army—

The Witness: No, Mr. Chairman, this is just regular army.
Mr. Fulton : Are these advertising costs for the regular forces only, or the 

active forces only, or do they cover recruiting for all services?
The Witness: For all services, active and reserve. Now the results of tins 

figure of $116 per man are not shown for the reserve forces. If you were to add 
in thd'ffigure for intake in the reserve forces the $116 would be quite a lot lower.

Mr. Cruickshank: What I am trying to get at is: It is a terrific amount 
of money to get a man into the army and do you know how it compares witn 
the corresponding advertising in the United States.

Mr. Fulton : They have a draft law down there.
Mr. Cruickshank : Wait a minute, wait for me to ask these questions. 

They would have a draft here if I had anything to do with it.
Mr. Fulton : You and I will work it out soon.

By Mr. Cruickshank:
Q. What I am trying to arrive at is perhaps in the United States they can 

get 8,500 men for $50 each. I will use that figure because I do not know what 
their costs are, but it costs us $116. Have you that information?—A. I have 
not got that information, and it would take some time to get the expenditures 
on advertising and this kind of thing done by the United States armed forces.

Q. You have not got that?—A. No, I have not got that.

By Mr. Fleming:
Q. If there is difficulty in comparing these figures with figures of other 

countries abroad probably we could at least compare the figures for these 
three years in Canada. The 1947-48 figure is $25.96; it jumps, in 1948-49 t° 
$82.12; and then in 1949-50 to $116.10. How do you account for that extra
ordinary increase in the average expenditure per enlisted man?—A. Well there 
are two principal factors. First, beginning in 1947-48 we were not taking °n 
very many men and it was after that we began increasing the size of the forces 
steadily. The rate of intake was increased, which requires a stepping up °* 
the expenditure on recruiting expenses.

Q. But your figures on enlistment do not reflect much of an increase, Mr- 
Drury, and that is why I think we have to examine the figures closer. The 
1947-48 figure on enlistment in round figures is 7,400; in 1948-49 it is increased 
by only 2,900; and in 1949-50 it shows a decrease of about 1,700.—A. Well, then 
we come to the second factor—that in addition to requiring more men the 
difficulties of getting them have increased.

Q. Well, for what reason? What are the difficulties you experience in tha 
respect?—A. Partly, in the years immediately following the war there were a 
number of people who had found, during the war, that service life was no 
unattractive. They returned to civilian life and decided that that was not 
their role, and that it would be desirable from their point of view to get bach 
into the service. By 1948-49 most of the people who had been undecided abou 
this had made up their minds and we were in fact starting then to try and tap 
a new and inexperienced group. That has been going on very largely^ since 
then—with the exception of the Korean force which was made up of quite a 
large number of people with last war experience.
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Q. The Korean campaign is not reflected in these figures at all?—A. No.
Q. This antedates Korea by two months?—A. That is correct.
Secondly, there is no doubt about it the rate of enlistment in the armed 

forces is determined to quite a substantial extent by the feeling of the public 
regarding the international situation—that is, from year to year. When things 
aPpear to be critical the rate of enlistment rises. When things appear to be 
going very well there is less interest.

By Mr. Cruickshank:
Q. Mr. Drury, following that why does it cost so much more? Surely to 

goodness in 1949-50, just two months prior to Korea, anybody in the world 
who knew anything knew things were serious. Why does it cost so much more 
“0 get them into the army then? I do not think your argument holds water.— 
**• Well, that is of course an average for the whole year—and not related to

springtime before Korea. I do think there were those amongst the public 
who in March 1950 did feel that Korea was not going to turn into anything
serious.

Q. Well, leave Korea out of it. I am not trying to argue the point but it 
hoes not seem reasonable to me. In the first three months of 1950 surely 
everyone knew that world conditions were critical. Forget Korea altogether, 
c°nditions were very critical. I do not see how your argument follows through 
~~that it costs so much more to get them in this period.—A. Well, I am merely 
basing my statement on the figures of intake.

Q. Well, put it another way. I do not know whether you would happen 
j? know offhand, but what was the proportion of our enlistments in the first 
three months of 1950? Was it low, medium, or high?—A. In proportion to 
what?

Q. The whole year.—A. Well, normally the first three months are the best 
Months of the year. The winter months aje the best.

Q. Then the first three months of 1950 up to the 31st March were better 
than the preceding nine months?—A. The preceding nine months—on the
average.

, Q. And yet the price is way up? Taking the same basis then in 1948-49 
he figure was 7,820. We will presume the same thing held good—that the three 

Months in the wintertime were better—in 1949-50 the figure was $103.76— 
hat figure is for the R.C.A.F.. I do not see how that argument follows.— 

k You asked me how the three months in the winter were in relation to the 
balance of the year and I made the general statement that the three winter 
Months are normally the best three months of the year—they have a better 
average than the other nine months.

Q- Well, I accept that. Then, it would appear obvious that for the three 
Jbonths prior to Korea enlistment was down, or else it obviously cost us an 
a'vful lot more money to get the equivalent of the normal increase in the winter 
m°nths.—A. It did cost us more money. That is correct.
^ Q- In other words, it would appear to me that, even with the effect of the 
Korean situation looming in the distance and a critical international situation, 
Certainly if it increased our enlistments it cost us a lot more money.

Mr. Fleming : May I carry on my questioning?
The Chairman : Well I want to keep it—
Mr. Fleming: I was right in the middle of my questioning.

, The Chairman : I want to keep it on one item but not the same person all 
the time.

Mr. Fleming : It is 
85334—2

hopeless to carry on any systematic questioning.
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Mr. Fulton : Just to complete Mr. Cruickshank’s question—
The Chaibman: Mr. Major?
Mr. Major: In view of the fact that you had spent increased money on 

advertising in 1949-50 as compared to the two previous years, could I be 
permitted to ask if resulting from that expenditure would there be any effect 
on the enlistment immediately following the 1949-50 borderline?

The Witness: Well, here I could say there was an increase in the following 
fiscal year. Now, whether that was attribuable to results of advertising or 
whether it was due to Korea, is certainly open to argument. The fact is, and 
that is all I can say, our intake in the following fiscal year was quite a bit 
higher.

Mr. Fulton : But it is a fact your costs in terms of recruits have been going 
up steadily until they have reached a point now where they average somewhere 
between $250 and $300 per man on the basis of the figures which have been 
given in the House.

The Chairman : We are not dealing with that.
Mr. Fulton : I have been just asking Mr. Drury if the costs have been 

rising steadily until now they are in the neighbourhood of $250 to $300 per 
man on the present rate of recruiting or present rate of intake.

The Chairman : You are now7 getting into the expenditures of 1950-51.
Mr. Fulton : Well, I am just following through consecutively. Is it not 

permissible to ask the witness whether it is not a fact that his costs continue 
to rise?

The Chairman: Period. Your question is all right but not when you gej 
down into figures. You can ask if the situation has improved as of such and 
such a date in the last year—period. You can ask the witness the broad question 
as to whether enlistments have improved after such a period—that is a question 
that can be asked, but not a question as to whether it. is now taking $250 to 
$300; that is not relevant.

Mr. Fulton: We cannot get up to date information or particulars?
The Chairman : No.
Mr. Fulton: We have to wait twelve months?
Mr. Croll: No, no, that is not fair either; you can get those figures if y01J 

ask for them in the House, but not here. You can get them on the floor ot 
the House.

Mr. Fulton : I have done that, and I have them.
Mr. Croll: Well then, if you have them, that is enough. We are dealing 

with the public accounts of 1949-50.
Mr. Fulton : Well, I want the information here so as to check.
Mr. Thatcher: Is it not becoming increasingly apparent from these 

figures that this method of getting recruits is becoming more and more 
ineffective? I mean, are we not getting to the point where perhaps, if we are 
going to increase our effective strength, we shall have to adopt additional 
methods.

Mr. Croll: That is not for this witness to say.
Mr. Fulton: I want to ask another question, Mr. Chairman.
The Chairman : Let us get through with this one first.
Mr. Thatcher: As far as the reserve is concerned, would it be a fair 

statement to say that this scheme of advertising to get recruits, which Î fm1^ 
approve and think is justified in every way, has not been completely ineffectlV 
in getting your reserves up to the strength you want?
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The Witness: Completely ineffective is a strong statement. I would 
saY it is not a fair statement.

Mr. 'Thatcher: Let me question you this way then. Apparently, you had 
43)000 paper strength in your reserve in December of last year—is that within 
the year under discussion, I think it is—

The Chairman : This table does not contain the enlistments of the reserve 
army.

Mr. Thatcher: I am concerned, Mr. Chairman, with this. Many of these 
reserve units have officers turning out but there are not enough men turning out 
mr the officers to train. Would that not indicate that this kind of advertising 
18 not effective in getting enough people into the services?

The Chairman : We are not on the reserve army, Mr. Thatcher.
Mr. Thatcher: I want Mr. Drury to answer.
The Chairman : Yes, but let us get the figures for the reserve army for this 

year.
Mr. Thatcher: All right, Mr. Drury.
The Chairman : At the moment it is only enlistments in the active army 

We are concerned with.

By Mr. Thatcher:
Q. Do you consider, as far as the reserve is concerned, that this type of 

advertising was sufficiently effective in getting you reserve recruits or were you 
disappointed with the results?—A. We were not disappointed with the results, 

did not get us all the recruits that we would like to have in the reserve.
Q. Well, then, why would you not be disappointed?
Mr. Croll : That is not a fair question.
The Witness: I think there is a distinction between disappointment and 

a°t getting all the results you like. I have in the annual report the figures for 
hie increase in the reserves at appendix 3, page 89.

Mr. Cruickshank: I do not suppose you would have any record, but as a 
Matter of curiosity how many members of parliament joined up in the reserve 
army?

Mr. Croll: Mr. Chairman, if Mr. Drury had brought in a statement 
j*nd attempted to muddle these figures that Mr. Fleming asked for he would 
have been unfair to this committee because then it would not have reflected the 
c°st at all. I think he was very fair to this committee to put it in on the 
active basis.

The Witness: That is what Mr. Fleming asked for.
The Chairman : Before we pursue this, may I say that the expenditure for 

Publicity includes also the reserve forces so that when you say that $116.10 is the 
average expenditure per enlistment it is hardly accurate because it is per 
uhstment in the active army ; but when you take into consideration the reserve 

Wm k y°u sh0UM adjust the figures for the reserve being included in there too.
have it on page 3. We should establish the percentages accordingly and 

Uat would give us the better figure to judge whether the publicity was sufficient 
or not.
, ... Now, Mr. Fleming wants to pursue his first line of questioning, and we 

1 Sive him the floor.
Mr. Fleming: Thank you, Mr. Chairman.

By Mr. Fleming:
j. . Q-. Mr. Drury, you mentioned certain factors which you thought could be 

ken into account in relation to this rapid and quite striking increase in the
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cost of average expenditure per enlisted man. Now, there was not very much 
change in the international situation in these three years that would account 
to any great extent for any rise or fall in enlistments.—A. In those three years, 
there was very little change, I think.

Q. So we can largely eliminate that, and as far as Korea is concerned in 
these figures, I think Korea came to all of us as a surprise so I do not think 
anybody foresaw up to March 31, 1950, the situation that would develop in 
Korea. Is there anything else you can point to as a valid explanation of this 
quite strikingly increased expenditure for advertising per enlisted man?—A. The 
reason for the quite strikingly increased expenditure per enlisted man is that this 
is the amount of money we found it necessary to expend in order to get into 
the active force the 8,592 men. Now, if you will ask me why for that expenditure 
more men did not come in, I cannot answer.

Q. I am going a little beyond that, and wondering if your expenditure, a 
good deal of it, is effective for the purpose for which it is intended.

Mr. Campney: As a matter of fact—may I interject a remark here, Mr. 
Chairman—I think Mr; Fleming stated that the world situation did not worsen 
particularly in the years 1949-50.

Mr. Fleming: I said in these three years there was very little change.
Mr. Campney: I think in the last year there was a considerable change and 

recognition of it showed itself in the estimates. Certainly, in the last of these 
three years there was a very marked increased interest in international affairs-

Mr. Croll: Mr. Fleming, if I may—
Mr. Fleming: The witness’ answer stands on that.

By Mr. Fleming:
Q. I will go on to another subject now: Whether it is not reasonably 

apparent that much of the expenditure being made for.this purpose has not 
been effective for the intended purpose?—A. Well, of course, as a matter ot 
opinion I would differ with your opinion.

Q. Well, let us go further than that.
The Chairman : Let the witness carry on with his answer.

By Mr. Fleming:
Q. I am sorry.—A. It is difficult, as was mentioned before, to examine 

any one year in isolation. We have here the three years, but I think that 
expenditure in one year must carry over some of the results into the following 
year. .,

Q. You should not argue that point with me, that is what I would llK 
you to go on with, go on to the next year.—A. We have found that these expem 
ditures coupled with the other factors of the situation have been producing the 
men in the numbers we would like and need.

Q. The numbers you would like-------A. And need.
Mr. Thatcher: All the men you want?

By Mr. Fleming:
Q. Do these figures reflect the fact that you have got all the men y0^; 

needed in these three years?—A. Yes, in these three years we came up to ou 
ceilings. • g

Q. And are you satified that all this money had to be spent, that tne^ 
very large increases had to be paid in order to reach this limited objective- 
A. Yes.

Mr. Croll: Mr. Chairman, may I—
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By Mr. Fleming:
Q. Let me invite your attention to the figures. In 1947-48, you enlisted 

4,723 men in the army at an average cost of $16.55. The next year 1948-49 
you got for your money in the army 4,579 men and you paid $71.72 per man 
to get them in. In 1949-50, you dropped considerably, to 3,322, and yet you 
show an increase to $129.62 per man. Have you any comment to make on the 
army as distinguished from the other services?—A. This will obviously be a 
qualification of my earlier statement in that we had anticipated getting more 
oien into the army for the expenditure than was the result.

Mr. Thatcher: Then you did not have all the men you wanted?
Mr. Croll: No, no; for the other services.
The Witness: In the army, we did not get all the men we would have 

taken, no.

By Mr. Fleming:
Q. That is a qualification of your previous statement. In other words, you 

were not satisfied with the results as applied to each of the three services?— 
A- Individually.

Q. Were you satisfied with the results in regard to the navy?—A. Yes.
Q. Were you satisfied with the results in regard to the air force?—A. Yes.
Q. Were you satisfied with the results in regard to the army?—A. No.
Q. What was the extent of your disappointmènt? What did you expect to 

get in relation to what you did get?—A. I cannot answer that offhand.
Q. You can get that information?—A. Yes.
Q. Did you spend as much money as you had figured at the first of the year 

when you had set those ceilings?—A. I think we tabled the figures of budgets 
and expenditures.

Q. The same table shows what you estimated and what you actually spent, 
and so far as the army is concerned, in 1949-50, it shows you spent nearly 
*21,000 more than you estimated at the beginning of the year, so that you 
actually spent more than you did when you set your ceilings and you achieved a 
Substantially lower figure than the ceiling of intake for the army, than you had 
feh when you fixed that estimate?—A. That would be correct. When the 
budgeted figure was not apparently producing results more was added to it, but

addition, again, did not produce entirely desirable results.
Q. If you were satisfied with the navy and the air force there is still a very 

substantial increase in the expenditures for enlisted men?—A. That is right.
Q. But even to reach the objective in those two services the cost went up 

Very substantially?—A. That is right.
■ Q- But in so far as the army is concerned your expenditure per enlisted man 
lad gone up in that period of time from $16.53 to $129.62 per man and at the 
ame time your intake has gone down substantially, your intake of men has gone 

uown substantially?—A. The intake declined.Q. Well, substantially?—A. About 1,400.
Q. In the light of these figures what has been the subsequent experience ; 

uthout, of course asking for any exact figure for the following year? Has this 
endency projected itself beyond March 31, 1950?—A. No.

Q. I am speaking only of the tendency now.
t , The Chairman : That is all right. I will call you to order when I think 
* have to.

, The Witness : No. Enlistments in the army in the following year were 
""1 )stantially greater than the figure shown for 1949-50.

85334—3
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By Mr. Fleming:
Q. Presumably because of Korea, but I am speaking now of the tendency 

for enlisted men—the tendency of average expenditure for enlisted men. We 
know the intake went up because of Korea, but I am speaking now of the 
tendency of the average expenditure for enlisted men to go up to this extra
ordinary amount.—A. The figures calculated on the same basis as this $129.62, 
I might point out I haven’t got here and I would hesitate to say whether the 
tendency has been marked in one direction or another.

Q. Would it be very difficult to get sufficient information on that?—A. You 
mean, as to what the tendency is?

Q. Yes.—A. No.
Q. I am speaking now of the tendency regarding enlistments, the tendency 

to increase the cost as per enlisted man.
Mr. Crlickshank: Is it not true, Mr. Drury, that during this period it was 

necessary to pay more for enlistment in the army because of lack of attractive 
accommodation ? I mean, the army did not have available—I don’t know what 
you call it—as favourable accommodation, as in the case of the other services. 
Certainly in the past it has always been more disagreeable to carry a pack and 
do the foot slogging. You only have to look at your casualties to prove my 
point. With all due respect to the air force and the. navy, the men in the army 
have a lot of things to do which are a great deal more unpleasant than what is 
required of men in the other branches of the service.

Mr. Larson : There is a smaller proportion in the air force.
Mr. Cruickshaxk: I said the air force and the navy. It is only necessary to 

look at the figures to see where the difference comes in ; that is what I did, but 
the rest of you did not. I have respect for all ranks in all branches of the 
services, but I still say that your enlistment figures show that it is more difficult 
to get a man into the army. Everybody who has been a- soldier knows who does 
the foot slogging, and who is doing it now, in Korea, today; and, is that not a 
fact, that it is more difficult to get enlistments in the army than in the other 
branches of the services; I mean, in your opinion, Mr. Drury; that is correct, 
is it not, in your opinion?

The Witness: Well, I should hardly have an opinion apart from these 
figures here.

Mr. Cruickshaxk: I think you will agree with me that the figures show 
that—that the figures agree with me?

The Witness: The figures agree with you.
Mr. Croll: Mr. Chairman, may I just follow that up? I understood the 

deputy to say that these costs are indicated in this table, that they cover both 
the regular army—the cost for advertising covers both the regular army alU 
the reserve army ; is that correct?

The Witness: That is correct.
Mr. Croll: Well then, will you turn for a moment please to the report of the 

Department of National Defence at page 88, and the figures covering the same 
period, 1947-48, the totals indicate that in the active force there were then 
35,419 enlisted personnel, and in the reserve, 36,662 ; and the next period, 1948-4 , 
41,676 active and 41,010 reserve ; and in the 1949-50 period 47,185 active 
49,017 reserve. And I merely point that the appreciation in the reserve wa 
even a little better than the appreciation in the active.

The Witness: That is correct. v
Mr. Fleming: Wait a minute, I think Mr. Croll in all fairness forgot to ta ® 

the previous figure, the figure on enlistment. He cannot get- that figure by * 
simple process of comparing the strength at a given time.
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Mr. Croll : I am using a comparable time applied to a common item which 
you see there.

Mr. Fleming: And lie is trying to draw an inference from that as to the 
changes which have occurred.

Mr. Croll : That is right.
The Chairman: He merely compared one year with another.
Mr. Fleming: That is what I am getting at. My friend is deducing enlist

ments by substracting strength at the end of one year from what it was at the 
end of the preceding year; but in fairness I think—he has taken the figure here 
as of March 31, 1947, when the strength is shown at 41,563 for the reserve—in 
the first, three years we arc talking about, 1946, 1947, and 1948, strength showed 
an increase of 5,000.

Mr. Croll: Oh yes, but if vou want to go back to 1944-45, it was then
165,000.

Mr. Fleming: Just a minute now, we are dealing with this table which was 
Produced by the witness. Is that what you are taking?

Mr. Croll: I am dealing with this table and I am relating the answers to 
rhis table, Mr. Fleming.

Mr. Fleming: Well, this table speaks for itself. Following on that point we 
lave this offset here—I understood Mr. Drury to say that in 1948-49, and 
subsequent years, he was in all the services having to appeal to a new genera- 
lon of Canadians who had never previously seen service of any kind for the 

active force ; is that correct?

said.
force

The Witness: That was my statement.
Mr. Fleming: That is your statement, and you made it. That is what was 

That perhaps did not apply to the reserve, but it did apply to the active

rile Witness: To the active force.
The Chairman : When you answer would you mind saying yes, or no; and 

°‘ just nodding?
Mr. Cruickshank: Does that include the reserve?
Mr. Croll: Let’s finish with this first.
Mr. Cruickshank: I just wanted to know if that included the reserve.

. Mr. Croll : I am dealing with that too. You could come back to that later, 
‘ you wish.

Mr. Cruickshank: Sure.
The Chairman: The figures on expenditure include the reserve.
Mr. Cruickshank: AVcll, Mr. Chairman, were you not discussing this? Were 

u discussing this table?
to tl * *le CHAIRMAN : We are discussing not only this table but the item relating 

16 cost of recruiting, both with respect to the active force and the reserve.

By Mr. Croll:
of '^lls* a secon(T I wonder if you brought this sufficiently to the attention 

hMolie? If you don’t agree with it you can say so. There is the period 
1948 9’ arM subsequently during the period ;1949-50—I am speaking now about 
had: f —did not the employment situation harden up to the point where you 

' compete with industry for these people?—A. That is correct.
^ ,, h In other words were we not at that time having full employment?— 

cnerally speaking, that is correct.
And you had to compete with them constantly for men?-—A. We did. 

W And then—I am not going to project myself beyond that for the moment. 
85334-31
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Mr. Cruickshank: I do not think that applies, they didn’t join the army 
to get a job. That is not what you are suggesting, is it?

Mr. Croll: No, no, George; that is not my point at all. My point is that 
we were attempting to attract these people into the army at a lesser pay than they 
could get in industry. Is not that a fact?

The Witness: That was then the case.
Mr. Croll: Yes, at a lesser pay than they could get in industry.
Mr. Crtjickshank: That has always been the case.
Mr. Croll: And to that extent it made it more difficult, did it not?
The Witness: That was the case.
Mr. Fleming: Mr. Chairman, might I take it from there? ié
The Chairman: Just a moment. Mr. Cruickshank; did you have a question- 
Mr. Cruickshank: Yes, but it does not make any difference now.
The Chairman : I thought you might like to put your question now.

By Mr. Cruickshank:
Q. All right then, can you tell me this, Mr. Drury; had that not always 

been the case? Has there ever been a time when the pay in the army was more 
attractive than what it was outside?—A. Well, let us take— , . jl

Q. I am speaking of the suggestion made by Mr. Croll and I am raising 
the point that in the army—I am not talking about the other services, If1111 
talking about the army—<inee 1939 has there ever been a time when civihau 
wages were not higher than they were in the army? Let’s go back to 1914, ha=
there ever been a time-------A. Unfortunately, my experience does not go bacK
that far.

Q. All right then, I will go back, for the record, that say in 1914 it ''a? 
SI.10 per day and the pay was $1.10 per hour in the shipyards. I submit there 
is no room for argument there. Now, look at the record for 1925-26, your active 
army was 4,334, and in 1949-50 it was 47,185; has there ever been a time during 
that entire period when civilian pay was not higher than army pay?—A. I thm»i 
generally speaking, that civilian pay during that period was liigher than i 
the army.

Q. Of course it was.

By Mr. Croll:
Q. Mr. Drury, when was your army pay raised last?—A. Last December 
Q. What was the average increase, say percentagewise; can you tell us- 
Mr. Fulton: Mr. Chairman, we haven’t got that material to review.
Mr. Fleming: Let’s put that down, Mr. Chairman. Certainly Mr. Cro, 

should have that information. I am very much interested in getting tha 
information.

Mr. Croll: I admit that I am in the wrong.
Mr. Fleming: I don’t- think you ought to rule out that question, ^r' 

Chairman, in all fairness to Mr. Croll.
The Chairman: I don’t see how I could let it go.
Mr. Fleming: The honourable member has asked a question and he ought 

to be given the answer.
The Chairman: Yes, so long as it is within the boundaries of our reference' 
Mr. Croll: Yes, that is it. v
Mr. Fleming: May I ask a question directly within the period under review • 
The Chairman: Yes.
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By Mr. Fleming:
Q- Mr. Croll, referring to page 88 of the report of the department and by 

uking the figures of strength attempted to apply them with reference to enlist
ments in the reserve forces. 1 think you will agree with me that we cannot 
iU'nvo at the number of enlistments simply by subtracting the strength at the 

of the year from the strength at the beginning of the year, do you agree 
that?—A. That is correct. You have to add into that arithmetical differ- 

ence, in the case of the reserve force, the quite substantial number representing 
hose who have withdrawn from that force during the year.

Q. But even on the rather loose basis on which this inference has been 
drawn as to the number of enlistments I think we will see in the year under 
leview the strength of the reserve force dropped by 5,000 in round figures?— 

That is not correct.
. Q- So that from that nobody is going to get very much in the way of an 
'""cation of the return for dollar expended. And then, in the second year under 
review, 1948-49, the increase in strength was about 4,400; was it not?—A. If my 
31 mimetic is correct the total for the reserve would be 5,662.

Q. Now, if you look at the figure for 1948-49, the figure shows 36,662, and 
f1, the end of March 31, 1948, 41,010—I mean, 1949—an increase of 4,400 during 
lle fiscal year 1948-49?—A. That is correct.

Q. Still leaving it below the figure as at March 31, 1947?—A. That is
correct.
s Q; And then in the next fiscal year, 1949-50, your increase in strength is 

>000 in round figures?—A. That is correct.
Q- That is the whole story, together with whatever clarification may be 

eeded of this statement, exhibit B, I think.—A. The clarification does not give 
,°.u the whole story in that we do not get the number of enlistments by merely
subtracting strength.

Q- And it is subject to that reservation?—A. Yes, and in the case of the 
eserve it is quite a substantial figure.

,, The Chairman : May I just ask the witness to give us at the next meeting 
i e dumber of enlistments in the reserve army for the three years that are 

"hided here, and that are included in the expenditures for enlistments. That 
can he arrived at.
]j The enlistments here comprise only the active forces. But I would like to 
fm'°’ a further meeting, the enlistments in the same years for the reserve 
lio C.CS’ 80 that a new average can be established and we would know actually 

" ™any men got into the army, whether it be the reserve or the active force. 
ca jXPCnditures are made both for the active and the reserve forces, so we 
(. firrive at the real average only if we have the total enlistments for both 

1 fes- That is my question for the next meeting.
_ Mr. Fleming: And that is to apply separately to the three services as well 

s ln the total?
The Chairman: Oh yes, in the same way as we have had it here.

Oi Mr- Fleming : May I ask for some information along the same line, Mr.
^airman?

The Chairman: Is Mr. Thatcher’s question pertinent to the one you are 
^Peaking 0f?
jj Mr. Fleming : It is in regard to the reserve army. I have several questions: 
Wp'V many officers and other ranks, separately, in branches of the reserve army 

e authorized to train at all summer camps in the summer of 1949-50?
Mr. Thatcher: Before Mr. Fleming gets on with his question—
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The Witness: The summer of 1950 is in the year beyond the fiscal year in 
question, which is 1949-50.

Mr. Fleming: I am just asking for the number. I am not asking for the 
expenditure.

The Chairman : That is more than a projection into the future. It would 
require getting figures beyond the actual year which we have under review'.

Mr. Fleming: And my second question is: How many actually went, that is, 
again, broken down as between officers and other ranks.

The Chairman : Until the 31st of March, 1950.
Mr. Fleming: I am speaking about summer camps.
The Chairman : If it comes after the fiscal year 1949-50, I do not think 

we should allow it.

By Mr. Fleming:
Q. And my third question is: How many units of various kinds carried 

out competitive unit training at the reserve army camps?—A. That is only >n 
relation to the army?

Q. The reserve army. And about the summer of 1950, you will notice that 
I have asked only for the number of men who were (a) authorized to train at 
summer camps; and [b) the number who actually went. I am not asking f°r 
figures w’ith respect to expenditures.

The Chairman: No. My ruling was to facilitate as much as possible our 
work, and that we should not have any projection. However, it is left to the 
discretion of the chairman. To a certain extent the chairman did allow a slight 
extension forward. We are not supposed to deal with anything past March 3l> 
1950, yet I extended the authority of the committee by allowing a lot of ques
tions. But there is a limit and personally I feel that this is a question that would 
lead into the whole subject of enlistments from March 31, 1950 to now', so I 
cannot accept it.

Mr. Fleming: You are going to accept it?
The Chairman: Only up to March 31, 1950.
Mr. Fleming: At least to the summer of 1949?
The Chairman: To the summer of 1949, yes; up to March 31, 1950. N°"'> 

Mr. Thatcher?
Mr. Thatcher: I have forgotten my question, Mr. Chairman.
Mr. Croll: He is mentally re-wording his question for a minute, so y°u 

may go ahead, Mr. Chairman.
Mr. Fulton: Mr. Chairman, I am sorry that I w'as not here at the openuin 

of the meeting. I understand that Mr. Drury has answered the question tha 
w'as asked at the last meeting with reference to construction costs and archil' 
tural fees.

Mr. Croll: They are on the record for next meeting.

By Mr. Fulton:
Q. Were you able to ansu'er the question with regard to the date on w'hic 

decision was made to standardize on the American -300 rifle?—A. The r»1 
alone?

Q. Yes?—A. The decision wras taken to purchase from the United States 
quantity of -300 rifles in the early months of this year. v >

Q. That is not quite it.—A. The decision to have those rifles manufacture 
in this country is still under consideration.
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Q- Can you not pin-point it more definitely at the moment? You say in 
die first part of your answer: “in the early months of this year.” Can you 
say what month it was actually done?—A. The month of February.

Q. You will recall—and I do not think I shall go further than this—whether 
was the first half or the second half of that month?

The Chairman: What is the purpose of that question?
Mr. Cruickshank: Are we finished with this?
Mr. Fulton: I wanted to go on.
The Chairman: Yes, but everybody wants to go on. We would like to 

get at the report we are studying now, that is, the chart we have before us.
Mr. Croll : Let us have it at the next meeting, Davey !
Mr. Thatcher: I have a question to ask with respect to one of the ques- 

fions which Mr. Drury answered today.
The Chairman: Are we through with the first two statements of the witness?
Mr. Benidickson: With respect to this matter of rifles, when we hear “300” 

Mentioned, does that mean the model of the rifle or the quantity?
The Witness: It is the calibre.

. The Chairman: Are there any questions dealing with past reports sub- 
Mitted at the last meeting, not the ones submitted this morning?

Mr. Fleming: It looks as if we may be coming back to that second one 
at the next meeting in the light of your question.

The Chairman : I am awfully sorry, gentlemen, but we have no quorum. 
We are down to 13 members. I think the absences are fairly evenly distributed, 
1° t do not think we can pin it down on anybody. Therefore, the meeting will 
lave to stand adjourned.

Mr. Fulton: I have one other question, Mr. Chairman.
i The Chairman : No, no. The committee has no authority to sit when it 
'as no quorum. You have precedence to ask your question at the next meeting.

At 12.45 p.m. the committee adjourned.
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APPENDIX A

Question
What proportion of expenditure was made for service equipment in 1949/50 and what 
included?

Answer
Percentage—19- 3 %
Made up of:—

Signal and Wireless Stores...................................................................... $ 7,729,278
Ammunition and Bombs .......................................................................... 2,166,494
Armament Stores ...................................................................................... 1,410,515
Mechanical Transport Vehicles and Spare Parts ............................ 8,298,133
Tanks, Armoured Fighting Vehicles and Spare Parts .................. 1,626,237
Tractors, Cranes and Other Engineering Equipment ...................... 1,959,710
Acquisition and Construction of Ships .............................................. 1,806,452
Repair and Upkeep of Ships and Aircraft ........................................ 6,627,044
Naval and Aircraft Stores ...................................................................... 2,404,516
Aircraft Engines and Spares .................................................................. 24,846,945
Overhaul of Aircraft.................................................................................. 10,505,959
Marine Craft .............................................................................................. 165,977
Photographic Equipment .......................................................................... 398,778
Miscellaneous Stores .............................................................................  3,266,698
Repair by Civilian Contract of Vehicles, Weapons and Technical

Stores .................... .............................................................................. 1,191,961
$74,404,697

APPENDIX B

PAYMENTS MADE TO CANADAIR. LTD. IN CONNECTION WITH THE 
DEVELOPMENT AND PRODUCTION OF F.86 TO MARCH 31, 1950

Capital Assistance
Production ............
Tooling ..................
Miscellaneous ........

1949-50
1,482,753.49
3,061,199.71
5,199,999.99

823,468.95

$10,567,422.14
Reconditioning of North Star and Dakota aircraft and miscel

laneous overhaul ........................................................................... 3,129,154.02
$13,606,576.16

«

APPENDIX C

PAYMENTS MADE TO A. V. ROE CANADA LTD. IN CONNECTION WITH 
DEVELOPMENT AND PRODUCTION OF C.F.100

Fiscal Year 
1949-50

Designing and Manufacture including Capital Assistance ... $ 3,051,540.98
Development, Design and Construction .......................................... 6,632,835.70
Capital Assistance—Tools, Jigs and Fixtures .............................. 3,244,340.29
Manufacture, Production and Overhaul of Spares ............ .. 2,669,567.87

Total ....................................................................................................... $15,598,284.84
Overhaul of Mitchells, Lancasters, Sea Furies, etc...................... 1,492,550.14

$17,090,834.9»

Ottawa, May 2, 1951.
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APPENDIX D

TRI-SERVICE SUMMARY OF FIRE LOSSES FOR FISCAL YEAR OF 
APRIL I, 1949, TO MARCH 31, 1950

R.C.N.—
Buildings............................................................................ ? 6.375.00
Contents .......................................................................... 6,205.50

Total .................................................................................. $12,580.50
H.M.C. Ships .................................................................. 697.00

Grand Total—R.C.N. $ 13,277.50
ARMY—

Buildings ................
Contents ..................

Total ........................

Grand Total—Army
R.C.A.F.—

Buildings ................
Contents ..................

Total ........................

$299,501.58
158,427.02

$457,928.60

457,928.60

$445,096-00
309,784,34

$754,880.34

Grand Total—R.C.A.F..................................................... 754,880-34

Tri-Service Total .............................................................................. $1,226,086.44

APPENDIX E

CONSTRUCTION AND ALTERATIONS (BUILDINGS OTHER THAN MARRIED
QUARTERS)

1949-50
Navy
General ................................
Army
General ..........................
Reserve ..................................
Northwest Highway System 
Northwest Radio System ..

$ 394,129.52 $ 394,129.52

1,547,640.37
283,881.25

73,766.22
62,487.01

—-------------- 1,967,774.85

Air
General ..............................
Auxiliary ........................
Northwest Staging Route

$ 439,391.30 
7,554.58 

33,733.69
------------------ $ 480,679.57

$2,842,583.94

ARCHITECTURAL AND ENGINEERING SERVICES (BUILDINGS OTHER THAN
MARRIED' QUARTERS)

1949-50
Navy ..................................................................................................... $ 54,012.22
Army ...................................................................................................... 143,557.93
Air ............................................................................................................ 84,466.73

$282,036.88
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PAYMENTS FOR CONSTRUCTION AND ALTERATIONS TO BUILDINGS 
(Other Than Married Quarters)

1949-50
Royal Canadian Navy—General
Dartmouth—Communication and control building, R.C.N.A.S.............................. $ 2,586.34
Halifax—Damage control school ........................ ............................................................. 23,988.1

Electrical and navigational schools, H.M.C.S. Stadacona.......................... ao
New permanent barracks, H.M.C.S. Stadacona .......................................... 354,209.*<

Esquimalt—Additions to buildings 28, 53 and 55, H.M.C.S. Naden .................. 5,2J5 6
$394,129.52

PAYMENTS FOR CONSTRUCTION AND ALTERATIONS TO BUILDINGS 
(Other Than Married Quarters)

1949-50
Canadian Army—General
Halifax—Officer's Mess ................................................................................;.............................
Willow Park—Alterations and improvements to provide workshop accommodation
Lachine—Annex to building No. 10 ......................................................................................
Montreal—Annex to building.....................................................................................................
Quebec—Citadel accommodation ..............................................................................................

“ Hospital—Resetting facing stones ..........................................................................
Barriefield—R.C-E.M.E. School—Relocate artisan training centre ............................

“ R.C.E.M.E.—Other ranks’ mess .........................................................................
R.C.E.M.E. School—Men’s canteen ...............................................................

“ Hospital, additional accommodation ..............................................................
“ Convert temporary married quarters to barracks accommodation ..

Camp Borden—Accommodation school of cookery ............................................................
“ “ Building T.69, A to B—Officers’ quarters, cubicles .alterations . .
“ “ Other ranks accommodation, R.C.A.S.C. School ..................................

Kingston—Royal Military College—Dormitory ...................................................................
“ Royal Military College, R.C.E.—Offices, stores and workshop ...............
“ Conversion cell block to canteen .........................................................................

Petawawa—Alterations and rehabilitation of accommodation ...................................
Toronto—Personnel depot alterations ...................................................................................
Shilo—Hangar for air operation flight training ...............................................................
Winnipeg—Accommodation for R.C.E.M.E- workshop......................................................
Calgary—Alterations to increase accommodation and improve school ......................

“ Restore 5 barracks blocks ......................................................'.................................
“ Addition to P.P.C.L.I. stores.......................................................................................
“ Active force accommodation .....................................................................................
“ Other ranks’ quarters, desks .and cupboards ......................................................

Wainwright—Accommodation for winterizing vehicles ..................................................
Jericho Beach—Joint Service Headquarters—-Officers’ mess, rewiring .................
Whitehorse—Prepare buildings for training .......................................................................
London, England—Eleven Hill Street—Alterations ..........................................................

6.125.10
■277.70

6,302.60
18.000.00
95.321.39 

9.888.52
52.502.43
56.854.76
17.638.39 

118.24
1,882.76 

22,640.54 
7,994.88 

65,762.52 
95,571-33 

4,540.42 
9.000.00 

46.192.72, 
9,870.4a 

15,233.00 
8,762.98 
2.783.30 

01.260.63 
6.147.35 

96.908.58 
4 141.28

$1,547,640.37
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PAYMENTS FOR CONSTRUCTION AND ALTERATIONS TO BUILDINGS 
(Other than Married Quarters)

1949-50
Canadian Army Reserve
Corner Brook—Reserve Force accommodation armoury ............................................
Glace Bay—Construction of Reserve Force accommodation ......................................
opringhili—Renovation—Armoury ....................................................................................
™int John—Armoury, refit for occupancy ......................................................................
tracadie—Renovation garrison officers' mess..................................................................
Montreal—Purchase of property and fitting for occupancy ......................................
Gatnp Borden—C.O.T.C. accommodation ..........................................................................
' „ “ Additional accommodation for C.O.T-C................... •................. .........

“ Additions and alterations, Building 0.31 for C.O.T.C.—RCEME
„ workshop ......................................................................................................
„ “ R.C.A.M.C. School. Building E.34—Convert into medical laboratory

“ Provide corps school accommodation, C.O-T.C..................................
tt “ R.C.E.M.E.—C.O.T.C. accommodation ...............................................
Hamilton—Otis-Fensom Building—Renovation ..............................................................
Kingston—Vimy Barracks—Alterations .for C.O.T.C.....................................................
nallaeeburg—Armoury—Refitting building for military purposes ..........................
Glear Lake—Cadet Camp—Ablution building ..............................................................
wuris—Purchase and repair of building for armoury ..............................................
Winnipeg—Alterations to building ..................................................................................
ronoka—Loxstave huts .......................................................................................................
Vulcan—Drill hall .................................................................................................................

*ork Point Camp—Renovation of Reserve Force accommodation..........................
machine—Building 29—Alterations for accommodation ..............................................

64,988.55
926.75

10,969.53
599.85

13,832.76
10,691.19
6,146-72

13,523.79

13,000.00
5,308.74

10.528.64 
7,997-52

44.725.64 
17,869.16 
17,807-00
7,982.06
5,500-00
7,937.84

11,417-95
3,613.70
1,030.75
4,049.35
3.433.76

$283,881.25

PAYMENTS FOR CONSTRUCTION AND ALTERATIONS TO BUILDINGS 
(Other than Married Quarters)

1949-50
Northwest Highway System

Mile 0 to Mile 635—Highway Maintenance Camps—Insulation $ 63.075.20 
Whitehorse—Building 54—Sergeants’ mess .............................. 10,691.02

$ 73.766.22

PAYMENTS FOR CONSTRUCTION AND ALTERATIONS TO BUILDINGS 
(Other than Married Quarters)

1949-50

Northwest Territories and Yukon Radio System
Brochet—Combined station and quarters .................................. $ 11,000.00
Ennadai Lake—Station, R.C.S...................................................... 19,994.78

“ “ Garage and wellhouse, etc................................ 3,996.12
Fort Reliance—Radio station and quarters building ............ 258.66
Fort Simpson—Two standard warehouses .................................. 63.35
Wrigley—Renovate buildings ....................................................................... 52.79

“ Construct combined single quarters and receiving
station and auxiliary buildings .................................. 27,121.31

$62,487.01



292 STANDING COMMITTEE

PAYMENTS FOR CONSTRUCTION AND ALTERATIONS TO BUILDINGS 
(Other than Married Quarters)

1949-50
Royal Canadian Air Force—General

Goose Bay, Labrador- Single quarters, other ranks ............. $ 90,715.18
Goose Bay, Labrador—School house ..................................179,819.43
Chatham—Improvement and rearrangement of accommodation 139,788. lb
Camp Borden—Instructional accommodation .......................... 7,017.11
Centralia—Personnel accommodation ........................................ 3,915.00
Rockcliffe—Personnel accommodation ......................... .•••■• , Z?o «n
Trenton- Convert trailer building to bomber teacher building 1 eo oo
Edmonton—Non-commissioned officers’ lounge ....................... a nan no
Edmonton—Alterations to buildings ......................................... 8,950.UU

$439,391.30

PAYMENTS FOR CONSTRUCTION AND ALTERATIONS TO BUILDINGS 
(Other than Married Quarters)

1949-50
Royal Canadian Air Force (Auxiliary)

St. Hubert-—Central heating plant ...........................................  $ 6,294.58
Toronto—Auxiliary squadron accommodation ......................... 1,260.00

$ 7,554.58

PAYMENTS FOR CONSTRUCTION AND ALTERATIONS TO BUILDINGS 
(Other than Married Quarters)

1949-50
Northwest Staging Route

Fort Nelson—Alterations to buildings .................................... $ 33,733.69

PAYMENTS FOR ARCHITECTURAL AND ENGINEERING SERVICES IN CONNECTION 
WIJH CONSTRUCTION OF BUILDINGS, OTHER THAN MARRIED QUARTERS

Navy
Fiscal Yeah 1949-50

Robt. A. Rankin Co., Ltd............................ $ 14,012.22

Featherstonhaugh, Durnford, Bolton and 
Chadwick ................................................... 40,000.00

Engineering services. Central 
Heating Plant, R.C.N.A.S., 
Dartmouth.

Architectural services, new pci" 
manent barracks. H.M.C.S. 
Stadacona.

Army
James Adam .............

H. W. Lea...................

Ian R. Morrison ........

Main, Rensaa & Minsos

$ 54,012.22

$ 37,500.00

76,850.00

15,897.63

13,310.30

Services as consultant architect 
re a company armoury and 
two battalion armoury.

Architectural and engineering 
services re camp buildings.

Services of consultant architect 
re permanent barrack block, 
Chilliwack, B.C.

Architectural and engineering 
services for construction and 
development, Whitehorse. Y.l-

$143,557.93
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Air
Barott, Marshall, Montgomery & Merrett.. $ 27,000.00 Architectural services re stan

dard school.
7,203.00 Architectural services re hos

pital. fire hall, mess, signal 
building and control tower.

Margison & Babcock .................................... 4,803.73 Engineering services re perman
ent hangar.

45,400.00 Engineering services re mechan
ical equipment building, tour 
and operation building.

$ 84,460.73



BREAKDOWN OF DEPARTMENT OF NATIONAL DEFENCE EXPENDITURE ITEMS FOR EQUIPMENT, STORES VXD SUPPI IKS
APPEARING IN PUBLIC ACCOUNTS REPORT 1949-50

Public Accounts Reference Page N24 Page N27 Page N28 Page N31 
Item “C”

Page N39 
Item “C”

Page X42 Page N42 
Item “E”

Page N44 
Item “C”Item “C Item “D” Item “E” Item — Total

Service

Northwest
Territories Northwest Aerial Northwest Search

Army and A ukon Highway Navy R.C.A.F. Photographic Staging and
General Radio

System
System General General Surveys Route Rescue

$ cts. $ cts. $ cts. S cts. $ cts. $ cts. $ cts. $ cts. S cts.
Type of Equipment, Etc.

Repair of Vehicles, Equip-
ment and Stores................... 1,179,125 12 12,835 87 1,191,960 99Tractors, Cranes and Other
Engr. Equipment................ 1,134,822 92 983 60 823,903 61 1,959,710 13Tanks and Armoured Fight-
ing Vehicles........................... 1,626,237 14 1,626,237 14Fuel for Ships, Aircraft and
Motor Transport................. 1,667,639 91 1,667,639 91Acquisition and Construction
of Ships.................................. 1,806,452 11 1,806,452 11Repair and Upkeep of Ships
and Aircraft.......................... 6,627,044 14 

2,404,516 18 
478,296 32

6,627,044 14 
2,404,516 18 

478,296 32
Naval and Aircraft Stores..
Miscellaneous Services..........
Acquisition and Construction

of Aircraft.............................. 1,585,432 82 1,585,432 82 
23,261,511 66Aircraft, Engines and Spares 22,886,915 57 48,745 33 58,448 10 267,402 66

Clothing and Personal Equip-
ment....................................... 7,047,945 46 1,718,847 91 2,531,930 26 8,386 12 72,094 40 15,315 98 11,394,520 13Mechanical Transport includ-
ing Spare Parts................... 4,115,650 41 7,149 69 1,284,760 04 179,258 97 2,245,211 74 15,900 10 446,990 57 3,122 78 8,298,044 30Operating Cost of Mechanical
and Water Transport.........

Marine Craft............................
1,489,734 25 11,149 65 435,272 07 277,121 64 304,378 77 

164,952 87 
3,001,424 95 

341,175 55 
66,850 16 

226,854 71

425 93 
79 21 

66,828 23 
57,394 89 

103 35 
21 97

2,067 27 
919 54 

148,403 34 
198 22 

8 40

50 27 
25 22 

34,071 62 
9 80 
3 41 
3 13

2,520,199 85 
165,976 84Miscellaneous Stores..............

Photographic Equipment ... 398,778 46 
1,410,514 96 
2,166,493 11

Armament Stores................... 790,561 95 552,987 69 
1,768,672 73Ammunition and Bombs.... 170,940 57

Barrack, Hospital and Camp
Equipment............................ 4,265,117 82 20,363 09 135,992 50 1,115,349 941 1,741,704 35 3,142 35 470,672 541 6,425 36 7,758,767 99
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Signal and Wireless Stores. .
Food Supplies...............................................

Fuel Costs, Aircraft—
(R.C.A.F.).........................

Overhaul of Aircraft.................
Special Training Equipment

and Films..........................
Laundry and Dry Cleaning.. 
Medical Supplies and Ser

vices......... .........................
Dental Supplies and Services 
Printing and Stationery......

1,136,476 061 
3,474,506 56

75,748 47 
266,161 07

826,012 78 
113,183 48 

1,279,862 73

28,992,086 79

208,134 71l. 
102,044 18 168,609 29,I i

905 25

5,582 28

20,614 75

8,136 40

1,630,338 14/ 4,665,038 48; 
U9,058 00 2,514,492 58,

3,858,074 56 
10,118,559 28

122,889 96 
118,805 13

613,394 25

56,375 09 
41,276 74

330,340 82

366,876 18 674,024 43

356,312 45 2,890,124 53 24,755,885 33 56,196,677 64

1,648 981 12,075 4SI 75,566 05/ 7,729,277 90
27,111 04 164,256 63 I 41,954 89 8,642,033 17

52,526 17 349,031 21 253,672 10 4,513,304 04
33,603 74 58,085 00 295,711 17 10,505,959 19

7 32 25 255,021 09
3,707 04 4,485 60 207 02 456,162 60

9,592 36 63,345 46 7,246 50 1,849,932 17 
113,183 48

2,995 99 6,384 00 2,992 00 2,346,854 01

332,220 12 1,857,465 76 1,003,780 21 116,384,552 83
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CORRECTION

The financial breakdown, appearing on pages 294 and 295 (Volume 10)’ 
should be headed APPENDIX “F” to the Minutes of Proceedings and Evidence 
of Thursday, May 3, 1951.



MINUTES OF PROCEEDINGS
Tuesday, May 8, 1951.

rp. The Standing Committee on Public Accounts met at 11.00 o’clock a.m. 
lc Chairman, Mr. L. Philippe Picard, presiding.

Members present: Messrs. Anderson, Ashbourne, Beyerstein, Blue, Boivin, 
Bisson, Browne (St. John’s West), Oampney, Cavers, Cleaver Decore, Fleming, 
Fulford, Helme. Kirk (Antigonish-Guysborough), Kirk (Digby-Yarmouth), 
Macdonnell (Greenwood), Picard, Richard (Ottawa East), Riley, Robinson, 
Sinclair, Thatcher, Wright.

, Jn attendance: Mr. C. M. Drury, C.B.E., D.S.O., E.D., Deputy Minister 
National Defence.
The Committee resumed consideration of the public accounts relative to the 

department of National Defence for the fiscal year ended March 31, 1950.
Mr. Drury’s examination was resumed. The witness, first, tabled a state

ment of Estimates, total expenditure, enlistments and average expenditure per 
enlistment, for the period extending from April 1, 1947, to March 31, 1950; the 
said statement was ordered printed as Appendix “A” to this day s Minutes of 
Proceedings and evidence. He, thereafter, orally answered a few questions 
asked of him during previous meetings of the Committee and was questioned 
further on other matters relating to expenditure of the Depart-men 
°f National Defence under study.

Mr. Thatcher moved:
In view of the loss recorded in the reserve army strength from 1945 to 1950 

8 Compared to the 20 years prior to 1939 and;
In view of the importance the Minister of National Defence places in the 

Serve army strength in defending Canada, and in securing active recruits, 
That this committee recommend to Parliament the setting up of a special 

committee along the lines of the Main-guy Commission, to institute a full-scale 
Tnry into the reasons for the disappointing enlistments in the reserve army, 

nc* 1° make suggestions to remedy the situation.
The Chairman ruled the said proposed motion out of order on the following

grounds:

(a) its terms are outside the scope of the order of reference, and
(b) some of its conclusions are either foreign or contrary to the evi

dence adduced by the Committee.
The ruling was appealed by Mr. Thatcher.
After some debate, and the question having been put thereon, the Chair

man’s ruling was, on a show of hands, sustained on the following division: Yeas, 
101 Nays, 6.

And the examination of Mr. Drury’s still continuing ; the said examination 
as adjourned to the next meeting.

rp. At 12.50 o’clock p.m., the -Committee adjourned until 11.00 o’clock -a.m. 
Thursday, May 10.

ANTOINE CHASSÉ,
Clerk of the Committee.

85655—1£
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MINUTES OF EVIDENCE
House of Commons, 

May 8, 1951.
The Standing Committee on Public Accounts met this day at 11 a.m. The 

“airman, Mr. L. Philippe Picard, presided.
The Chairman: Order, gentlemen. Mr. Drury has with him some answers 

0 questions asked at the previous meeting.
Mr. Fleming: Mr. Chairman, on a question of privilege—
The Chairman: If you don’t mind, Mr. Fleming, you can have as long as 

- °u like later on, half an hour if you wish.
■Mr. Fleming: I just wanted to raise a question of privilege.
The Chairman: Well, Mr. Fleming, the witness has with him answers to 

anrfV °ns as^e<^ a^ the previous meeting and I think we should have these tabled, 
d following that take up your question of privilege; and then, if there are 

a) ^ ?ue.sti°ns pertaining to answers tabled at the last meeting we could go 
lea<l with them. Now, if you insist, Mr. Fleming, go ahead—

Mr. Fleming: Mr. Chairman, this is a correction in the report of the pro- 
t( C(,1ngs of the committee on page 247 of minutes of evidence, No. 9, near the 
t]T M the page. The chairman is reported there as saying,—“Well, it is up to 
^e VVItness to decide whether he should or should not answer a question when 

comes within the purview of the committee.”; and I am reported as saying: 
fi ■ °.u are right, Mr. Chairman.” I think there obviously is a mistake there. I 
hoi w^la* y°u meant to say was that it is up to the chairman to decide whether 
,, should or should not answer questions. I certainly do not think it is up to 

e witness to decide that.
l ^he Chairman: We may have had a misunderstanding. What I meant
7 that was that one would have to rely on the witness to know whether an 
swer should be given in the circumstances or not. I was not objecting to

w/one asking questions of the witness, but I did say at one time that the witness 
Uju be the one to decide whether it was proper for him to answer or not. We 

not °n ant^ ^ saU ^ UP witness to decide whether he should or should
answer questions when it comes within the purview of the committee. I 

w^ant by that I would let the question be put and then give my ruling as to 
it f lcr ^ came within the scope of our reference, and after that I would leave 
in i° **lc witness and if he felt it should not be answered it would be up to him 

ln$ official capacity to say: Well, I do not feel that I should answer this 
a estion. That is what I meant. Maybe you misunderstood the question; how- 

eb I stand to be corrected.
Mr. Fleming: Just to get it clear, Mr. Chairman, the answer I gave was 

the assumption that what you were referring to was your ruling as chair- 
‘ln> I think in the final analysis that is a matter which rests with the chair- 
an> and so it should be.

The Chairman: Of course, and at the same time there are questions which 
tne up with respect to which the matter of their being within bounds is an 

i s'le and it is up to the chairman to so decide and then it is up to the witness in
8 official capacity to decide whether or not the question is one to which an 
swer should be given. I did not want to force him, so that is what I meant

y saying it is up to the witness to decide whether he should or should not
299
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answer certain questions. That is what I had in mind. I am sorry if you ®.1S" 
understood me and thought I was trying in any way to evade my responsibility 
as chairman. I think my stand on that is already in the record and it will be 
all right to let it go at that. So will you let Mr. Drury go along and produce 
some answers to questions put at our last meeting.

Mr. C. M. Drury, C.B.E., D.S.O., E.D., Deputy Minister of National 
Defence, called :

The Witness : In the same record, minutes of proceedings and evidence 
No. 9, appendix A, at page 261, there is a sum for recruiting expenses paid to t 
Post Office Department in the amount of $145.80. I was unable to answer t 
last time what that was. It represents the cost of a die for post office a cancelling 
mark to be inscribed on envelopes encouraging enlistment in the active force ' 
You may have seen these little cancellation stamps that are put on envelop ^ 
by the Post Office Department. This represents the cost of a die for cancelling 
stamps encouraging enlisment in the armed forces.

Mr. Fleming: I think it is quite clear, Mr. Chairman, that the departmen 
uses the frank in practically all cases?

The Witness: The department uses the frank for individual letters sen 
out on business in all cases, including business relating to recruiting. We, n° 
ever, pay for parcel postage of film or packages of pamphlets which go out ny 
parcel post ; then we pay the post office. The frank is not used in that case; no 
is the frank used in the case of air mail or special delivery letters.

Mr. Wright: It is not used by the sub-units outside of Ottawa? Is 
frank used in Winnipeg, for instance, for mailing out letters from the recruiting 
office?

The Witness: In the reserve force units, no. They use stamps for sending 
out their mail.

In respect of appendix “B”, of the meeting of May 1, Mr. Chairman, ther 
was a request for a revision of this table to include not only enlistments in 
active forces but also enlistments in the reserve forces' and the calculation o 
new figure of the average expenditure per enlistment in the active and rese 
forces, and I have a new table.which, perhaps, the clerk of the committee cou 
distribute to the members, showing these figures on a revised basis. I will 
that as appendix “A”.

(Appendix “A”, statement of estimates, total expenditure, enlistments flnt^ 
average expenditure per enlistment, 1949-50.)

While we are looking at appendix “B” in the record of the previous meC| 
ing there is one minor correction to be made. Under the heading of enlistnaen 
there is the dollar sign; that should be struck out. The comparable figure 
for the cost of enlistment, average expenditure per enlistment, in 1949-50, 0 
the new basis, are for the navy $67.06, for the army $19.21, and for the R-C.A- 
$75.98; so the overall average would be, as shown, $32.99.

That, Mr. Chairman, is all I have to table.
The Chairman : Now, we will proceed as we did at our last meeting 

revert back. Are there any questions concerning answers brought at our las 
meeting?

Mr. Fleming: These two tables that were produced here this morning 
really enlargements on ones that were brought down at our previous meet' B 
of a week ago.
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The Chairman: Yes.
Mr. Fleming: Just to clear up one or two questions on these last two 

statements which you have just filed, Mr. Drury—
The Chairman : Excuse me, Mr. Fleming; there is only one.
Mr. Fleming: I beg your pardon, the other was really an enlargement on 

a Previous table.
The Chairman: Yes, one that was produced at our last meeting, or the 

one before that.
Mr. Fleming : Yes, two meetings ago. I have just a couple of questions 

°u this last one, Mr. Chairman. Is there any difference reflected in the trend 
0 °'Osts? Here I see that even including the reserve army enlistments your

shows for the three services combined in the three years in question, for 
"47, 1948, 1949; for 1947—you show a total, of 21,640 enlistments for 1949-50, 

iy an average cost of $32.99—now, coming back to 1947, the cost for the navy, 
he average expenditure per enlistment was $16.82; and that compares with a 
gure of $67.06 for 1949-50; then, with respect to the army, in 1947-48, the 

average expenditure per enlistment was $4.83, and that rose in 1949-50 to $19.21;
. a comparable figure for the R.C.A.F., in 1947-48, was $37.84, and that rose 
!? 4949-50 to $75.98. So that there is not really any very great difference in 
he trend as reflected in the figures, particularly with respect to reserve and 
he active army enlistments and the average cost.

The Chairman : I think you are quite right, Mr. Fleming. My purpose 
ln having this brought in was because the witness stated that the expenditures 
jhade should; be considered as the amount both for active and the reserve and 
he figures we got were only for the active, so I thought, just for the purpose 

0 4he record, that if an expenditure was made to get people into both the active 
and the reserve force we should have the figure as to the reserve on the record 
ln order to arrive at the proper proportion. But I agree with you that, as you 
Say, it has cost more, but it gives us a better picture as to how much it costs.

Mr. Fleming: I quite follow your point on that, Mr. Chairman. I think it 
18 finite clear that, the same general trend appears here, the cost has risen each 
year and the relative cost with respect to enlistment in the three services' shows 

pout the same result ; in other words, the air force is higher, the navy second 
wghest and1 the army lowest.

The Chairman : You see, the figure which we were given before for 
4*49-50 showed a cost of $129 per man for enlistment in the active. That 

"°uld have been all right if the enlistment had been directed entirely to the 
active, but in view of the amount of publicity the statement received it was 
nought well that we should have a statement showing the relative cost for 

b°th the active and the reserve. I thought such figures would give us a better 
aPpreciation of the over-all picture. You see, there is a rise in the cost per 
1118,11 > but not proportionate to the figure we had given us at the last meeting.

By Mr. Wright:
Q- I was going to ask the witness if there are any other expenses in adver- 

tlsing for the reserve army, other than those shown in these figures?—A. No.
Q. These figures do include all advertising used for the reserve army?— 

Unless, as I mentioned a few meetings ago, there may be instances where 
a reserve unit may spend money for some special purpose of its own, which 
w°uld come out of the pocket of the commanding officer or out of some common 
Utlff fund; it would not be public money.
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Q. You have no way of expanding that for us?—A. The only way in which 
that could be done would be to canvass all the reserve units and try to get 
them to recall if they had made any expenditures along this line.

Q. In any event it could not be a large sum?—A. I would think certainly
not.

By Mr. Thatcher:
Q. I wonder if Mr. Drury could tell me this. I see that the reserve 

increased in enlistments to 21,640. Could you tell me how many dropped out 
of the reserve that year? In other words I would like to know what the net 
increase that year was.—A. The net increase is given in the annual report, in 
the table you were looking at the other day, on page 88.

Q. I haven’t got that report with me, Mr. Drury; would you mind giving 
me the figure?—A. For the total of the reserve forces?

Q. Yes.—A. The strength of the reserve force as at the 31st of March, 
1948 was 72,081.

Mr. Fleming : That is the total; that is not the reserve at that time?
The Witness: Excuse me: the total for the reserve force was 36,662. 

For the 31st of March, 1949 the reserve force strength was 41,010; as of the 
31st of March, 1950 the reserve force strength was 49,017.

Mr. Fleming: Well, it is easy enough to arrive at the figure Mr. Thatcher 
asked for just by subtracting, Mr. Chairman; and in the year 1947-48 you had 
12,761 taken in whereas your strength dropped about 4,900. So there must 
have been roughly something over 17,000 dropped out.

The Chairman : You are looking at the wrong figures. The 1947-48 
increase was 12,864.

Mr. Fleming: No, that is the number taken in, Mr. Chairman.
The Chairman: Oh, the number taken in; yes.'
Mr. Fleming: At the end of the year it showed a reduction in the reserve 

army of 4,900 as compared with March 31st, 1948.
The Chairman : You are right.

By Mr. Thatcher:
Q. Which means, Mr. Drury, that at the end of this period the reserve 

army strength, at the end of this fiscal year, was still less than it was prior to 
the last war?—A. That is the reserve army strength at the end of 1947-48?

Q. Iso, at the end of 1950, March 31st, 1950, it was less than it was prior 
to the last war—1938-39.—A. Well, 1937-38, but not 1938-39—if I am looking 
across the right column.

Q. Well, it is considerably less than it was in 1938-39.—A. The 1938-39 
figure I have here is 54,055.

Q. Yes.—A. And for 1949-50 it was 49,017. Excuse me, it is less.
Q. Don’t you think there must be something significant? Has the army 

reserve increased a lot since Korea? I mean the fact that our reserve forces 
are less than they were before the last war would indicate, to me at least, that 
our advertising is not very effective, or that young men generally do not seem 
to be very much interested in getting into the reserve.—A. Well, the figures 
certainly speak for themselves. The reserve force at the end of the fiscal ye»r 
1949-50 was 6,500 less—5,000 less than 1938-39.

Q. And it is pretty well less than it was all the way from 1925 up to the 
war, is it not? In other words, there is much less interest in the reserve in the 
year we are studying than in the years preceding the last war?

The Chairman: There is only a difference there of roughly, 4,000 to 5,000 
for the whole period from 1925 to 1938 as compared to the present day, I mean
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the year under review. In 1925-26 we had 50,061 in the reserve, as for the 
year 1949-50 we had 49,017, so the difference is really not so very great.

Mr. Thatcher: Yes, but in the active army during that period, 1926-1939, 
the enlistments in the reserve were four or five times what they were in the 
active force. I do not see the reason for that. There must be some reason 
f?r it. Why should not the reserve army continue to show the same propor
tionate increase at the present time?

The Chairman : If you take the period 1947-48 you will see that out of a 
total of 72,081, 36,662 were in the reserve, and when you come down to 1949-50 
you have your active strength is 47,185, and your reserve 49,017. As compared 
to the period to which you refer, 1925-26 and 1938-39 there is quite a difference.

Mr. Thatcher: Would it not be fairer to look at the total column of reserve 
aod active force and add the two together?

Mr. Helme: What are you talking about, are you talking about the reserve, 
the active, or the total?

The Chairman: We are talking about the total.
Mr. Helme: Of all three services?
The Chairman : Yes.

By Mr. Thatcher:
ii. Q- Would lack of armoury accommodation or training facilities have any- 

Wg to do with the fact that our reserve army has not grown, Mr. Drury?—A. 
ere was at the end of the fiscal year, at the end of the fiscal year under 

- animation, more armoury accommodation than before the war, and there was 
i „° considerably more equipment in the hands of reserve units than there was 

one the war, considerably more.
So that could not be the answer.—A. That should not be the answer.

0£ Is the general turnover of men in the reserve army high? It obviously is, 
course, from these figures.—A. It is quite a large number, 

in v ^r' Teeming: Just to follow through on that, Mr. Chairman. I started to 
s . a comparison of these figures. For the year 1947-48, taking the three 

Mces as a whole, the reserve forces in the three services, taking 12,864 as the 
n engtli at the end of the year, was 4,900 less than it started the year with; sothat.
ln theapproximately 17,800 men must have left the reserve force that year. Then,

year 1948-49, they took in 21,986 and finished off the year with only 4,400Yy\- *1 ~~ ‘ ^ W Vl-lVzJ' CV/UXV JU tM- jOwim liilUJUVU V/U HIE J VslAIX «IUU OUI J J-jXV/o

lef. e *-han they started the year with, so that approximately 17,500 must have 
thrVeserv.e forces in that year. In the year 1949-50 they took in 21,640 for the 

services in the reserve and finished up with 8,000 more than thejr started 
'> so that approximately 13,600 must have left the reserve forces in that year. 
I lie Witness: That is correct.

pa .M1'. Fleming: Is there anything further you can say in the light of that, 
prCv'°U arly ™ v^ew °f the fact that there is more opportunity for training than 
tiCs lously, the reserve army at any rate was better furnished with training facili- 
aCp arM equipment. Are there any reasons why, in spite of the benefits that 
re u°o to the reserve force from substantial expenditures for recruiting in the 
so,fVC ^01Te—that also applies to the active forces—why the results have been 
for !^aPP0inting ; I think you must agree that they have been pretty disappointing

reserve forces?
The Witness: As you suggested, more was done for the reserve forces m 

th°se years than in the years intervening between the two wars; more equipmen , 
ltlore armoury accommodation; and there also has been provide > sincp 16 ''a ’ 
gaining staffs of trained officers who assist in the training and administrât 
duties in the reserve units, as well as N.C.O.’s. At summer camps the normal
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chores of housekeeping are done by the permanent establishment of the camp 
and the reserve forces arc thereby able to devote their entire time to training. 
Now, all of these things which provide a more congenial atmosphere, should result 
in more people joining the reserve forces in the post-war years than in the pre- 
war years. 1 hat has not been the case. Up to the end of this fiscal year, or up 
to the end of the fiscal year we are looking at, the answer probably can be found 
in the general approach of the public to the armed forces, or particularly to the 
reserve forces, and their concept of the necessity of undertaking training in 
peace time in anticipation of a future war. There has been a very substantial 
—perhaps I should not say improvement, but a very substantial economic boom- 
I think the average level of money in the hands of the wage-earner is higher 
than before the war, and with more money they find more in the way of outside 
interests.

Mr. Macdonnell: Mr. Chairman, it seems to me that the announcement 
made by the minister on Friday last, that the policy with respect to recruiting 
was to build up the active forces through enlistment in the reserve units, has a 
direct bearing on the issue we are discussing and that that is of quite some 
importance in the matter under review. It seems to me, that being the present 
situation, it rather reverses the argument we have heard with respect to the build
ing up of a proportionately larger reserve force in the period prior to the last 
war. It is quite apparent that a good many of these men enlisted in the reserve 
forces might have gone into the active force through that channel. That probably 
is the explanation for a matter which has given concern to some of us; and in all 
of this we are following a system of encouraging young men to join the reserve. 
I wonder if it would be possible for Mr. Drury to tell us to what extent the 
ad\ ertising in the last year or so has been in line with the announcement made 
by the minister that we were going to use the reserve army to secure recruits who 
would graduate into the active forces. It seems to me that the essential objective 
at. the present time is to get men in that way for the active force Would I he 
right in that?

The \\ itness: The emphasis in the case of the navy and the air force has 
been placed on the active force as distinct from the reserve, the air force and 
the navy reserves being proportionately considerably smaller than that of the 
army. In the case of the army, a considerably higher proportion of the total 
advertising was directed at the reserve than in the case of the other two services.

Mr. Fleming: Looking at these figures, has not the result been with respect 
to all three services rather disappointing in this period under review, 1946-47? 
1947-48, 1948-49 and 1949-50?

I he Witness: No, I do not think the figures bear that out. What perhaps 
might be construed as disappointing is not the numbers that were taken i11’ 
which are fairly substantial, but the numbers that were retained. Now, the 
advertising has been, I suggest, most effective in that it persuaded a number 
of people who apparently had no persistent ambition to be in the reserve force 
to come in. Having entered, partly at least as a result of the advertising, they 
had not stayed on. That is no fault of the advertising.

By Mr. Wright:
Q. On that point would not the figures on the enlistments from the reserve 

forces into the active army be of interest? I mean those people who have com 
into the reserve forces and disappeared, wrho may have enlisted in the reset 
and then moved over into the active army. Have you figures on that ^ 
A. That was the case, unquestionably, particularly in respect of the recent °PcF^e 
tions in respect to Korea. That was a case where numbers of men went act1 
from the reserve forces.
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Q. I realize that in the case of Korea, but what was the tendency before 
Korea? Have these men who have disappeared out of the reserve army 
been the men who have gone into the active army? Those figures would 
be very significant, whether the reserve army is fulfilling the purpose for 
which it was intended, and unless we have those figures I do not think we 
can make a fair analysis?—A. I haven’t got them here, but I will have them 
obtained.

Q. I think that would be of interest.—A. I will get that for you, in so 
tar as it may be ascertainable. It may take some research. You want the 
numbers of enlistments in the active force of men who had previous service in 
the reserve force?

Q. Yes, those who have gone directly out of the reserve force into the 
active army. That it seems to me is the main purpose of the reserve army, 
t° encourage enlistments in the active army. Am I correct in that?—A. That 
18 one of its purposes.

By Mr. Thatcher:
Q. I wonder if Mr. Drury could say what pay increases the reserve army 

has had since the end of the war?—A. The reserve army have had exactly the 
same increases as the active force.

Q. In other words, that is a fair amount, more than they were getting 
Prior to 1939?—A. That is correct,

Q. Has the department ever considered the feasibility of making such 
Pay as they do get income tax free, or do you think that would help?

Mr. Sinclair: I think we are getting too far afield when you ask the Deputy 
Minister of national defence to answer a question like that.

Mr. Thatcher : I have asked it anyway.
Mr. Fleming: I think he could say whether that had been considered.
Mr. Thatcher: It seems to me that might be a factor in getting more men 

. o the reserve. Their pay is small enough and if it wrere income tax free it 
might help to get more recruits. Have you considered that angle?

The Witness : We have considered it.
Mr. Sinclair: When you are considering that you might also at the same 

time consider whether it would not be more practical to give compensation 
y a direct increase in pay.

The Witness: Rather than a reduction in income tax?
Mr. Sinclair: Yes, rather than doing that.
The Witness: It is difficult, we have found, to buy a reserve army.
Some Hon. Members: Hear, hear.
The Witness: My own personal view, strictly personal, is that we have 

Pretty well reached the limit of offering various material benefits to people to 
pome and join the reserve force. Now, you can’t compete successfully in buying 
interest when you are up against the kind of economy we have now.

Mr. Thatcher: I think that Mr. Drury has made a very significant state- 
ftient because the figures we have here show that last year there were 4o,0UU 
m<m in our reserve army; and every year from 1925 to 1939, prior to the 
War> we had a greater number.

We had a lesser number in 1950 despite the fact that pay was increased, and 
respite the fact that there was an international crisis.

In view of these figures, should we not as a committee, recommend to 
Parliament that some kind of a commission be set up to investigate this whole
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question, something along the line of the Mainguy report, or whatever it is called, 
so that we could see why we are not getting men in the reserve army.

As Mr. Drury has said, it is not because of the material angle. More
over, the Minister of National Defence has told us that Canada’s defence rests 
in large part upon our reserve army. We are not getting recruits in the way 
we should. Mr. Drury has said it is not because of material reasons. There
fore it seems to me that the sensible thing to do is to set up a commission, and 
I think the committee should consider some sort of recommendation along that 
line.

The Chairman : Based on what?
Mr. Thatcher: Based on appendix three of the Minister’s report.
The Chairman : You have all the authority in this room to ask all the 

questions you like from this witness and, if you want another witness on the 
subject of publicity, I think it is up to us to look into it and decide whether 
or not we are satisfied with what has been done, rather than to have another 
commission appointed. Ask all the questions you want from this witness or 
from any other witness we can bring here.

Mr. Thatcher: I do not know what the answer is.
The Chairman : The only thing to do is to try to find out. It is up to 

this committee on public expenditures to ascertain whether or not we are satis
fied, or whether we have any recommendation to make. It is up to us.

Your experience with the active army or the reserve army may be such 
that you have a lot of questions to ask. If you want to question this witness 
on a matter pertinent to those subjects, I do not see why we should delegate that 
right to any commission.

Mr. Thatcher: I shall make a formal motion before the meeting is over. 
But I would like to hear from other members of the committee as to whether 
or not they are completely satisfied with the reserve army figures. Then if they 
feel that a commission is not necessary, it may be that I shall not make my 
recommendation.

Mr. Macdonnell: Mr. Chairman, it seems to me that this might be one 
of the cases where you might allow us to go beyond the 31st of March. Indeed, 
Mr. Drury has made general reference to what has been going on -since then. 
It is hard to believe that security is affected, because the figures have been 
given. I think we could discuss it more intelligently if we had a better idea of 
what 'has been happening; and if the situation has been improving so much 
since this report, then some of our arguments might fall to the ground.

The Chairman : That is a nice approach to try to lead us into 1951, but 
I do not think we are required to go that far. We have a substantial field here 
and we should get along with it. We have been sitting here for some time and 
we can be sitting here many more meetings, when any member of the committee 
can ask any pertinent question to make sure whether, in his own mind, there is 
or is not something wrong. Yo can have any witness from the department, and 
you can ascertain such things.

Mr. Wright: Mr. Chairman, having got that information, then, on the 
basis of that information have we not got the power as a committee to make 
recommendations?

The Chairman : Yes.
Mr. Wright : That is what Mr. Thatcher proposes, namely, that with the 

information we have here now, he suggests that it might be advisable for this 
committee to make a recommendation. That is up to the committee.

The Chairman: May I say that should we make a recommendation that 
an investigation take place, we should make that investigation ourselves.
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By Mr. Fleming:
Q. Mr. Drury went back to those figures as to the gross loss of men from 

the reserve forces. In round figures in the three years they were: 17,000; 
17,000 ; and about 14,000. And the gross loss of men from the three reserve 
forces in the three years make a total of about 48,000, if I am correct.—A. 
Roughly rounded, it would be 49,000.

Q- 49,000. In the first place, that loss is almost alarming, is it not, in 
size?—A. That loss in the reserve forces?

Q- Yes, for the three year period?—A. Not “alarming”, because every 
man who has come into the reserve force and served for a year has at least 
obtained a year’s training, and he is that much better for it.

,Q- No, no. I am not speaking about the value of the training he has 
received over a year. We will agree that there is value to it. I am speaking 
fbout the rapidity of loss of men from the reserve forces. We are agreed that 
there were 49,000 men who were in the reserve forces for a greater or shorter 
Poriod, but who left the reserve forces in those three years, and wrent off 
strength. That is a very large number in the first place, is it not, an unusually 
heavy loss of men from strength?—A. When you say “unusually”, you must 
be comparing it with some base, but I do not know what base you are comparing
!t with.

Q. Well, how do you describe it? Let us have your adjective to describe 
s loss of that proportion, of 49,000 men in three years?—A. I would not 
describe it so much as a loss but as a turn-over ; and while they are no longer 
shown with the reserve forces, yet they are men who have come in and been 
rained for a greater or lesser period of time and then gone out.

Q- I am sorry, but that does not answer my question. We will agree 
chat if those men were in for a reasonable period of time, they would1 get 
some benefit from it, and in proportion would derive benefit from their having 
received training. But I am looking at this loss of 49,000 men from strength 
ln a three year period, and I ask you if It is not disconcerting to see that number 
°f men going off strength in the reserve forces during a three year period? 
■~~A. I would not call it “alarming”.

Q- Well, disconcerting?—A. Nor even “disconcerting”.
Q. Then will you give us a description of your view of it because I would 

remind you that we were putting on a big drive and spending very large sums 
. money for recruiting?—A. To get people in; we would like, generally speak- 
mg, the men in the reserve forces to stay on longer than these figures disclose 
mey have been doing

By the Chairman:
Q. For how long do they sign?—A. They sign up for—-
Q- When a man enters the reserve army, does he sign for just one year?

A. He signs on for three years as an initial engagement.
Q- 56,490 men have been -brought into the reserve in these three years 

mider consideration, and the over-all- increase is only 12,355. So it would mean 
lat 44,000 odd and not 49,000 went out.

Mr. Fleming: No. The over-all increase is 8,000 ; 41,563 as of March 31, 
^47; and 49,017 as of March 31, 1950. That gives an increase of 7,454. You 

baye got to go back to the 3-lst of March 1947 as a -starting point if you are 
S°mg to measure a three year period, from March 31, 1947 to March 31, 1950.

Mr. Sinclair: I would, like to ask a question, Mr. Chairman.
Mr. Browne: I want to ask a question too, Mr. Chairman.
The Chairman : Anybody who wants to speak may just raise his voice.
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Mr. Sinclair: Just try to get in though. Mr. Thatcher was comparing 
the recruitment period of 1925 to 1939 with the recruitment period of 1945 
to 1950. ’ f,

I think a fairer period to compare is that of 1919 to 1925 and 1945 to 1950 
for this reason : we had a million men enlisted in the services during wartime 
in the group who were of military age. Those men would feel that they had 
received military training. So you would not have that same group to turn 
to in so far as recruitment in the reserve forces is concerned.

Have you got a comparable figure of enlistment in the reserves in the period 
immediately after the first war?

The Witness: I have not, but I will get it for you.
Mr. Sinclair: There I think is the better comparison. There are not many 

people that I know who served in the last war who have joined the reserves 
in the last five years. The comparison is not a good one because you are trying 
to compare two entirely different periods, so far as military service is concerned.

Mr. Browne : I would suggest, Mr. Chairman, that this does not give us a 
true picture of the reserve strength at all. We should know how much time each 
man has spent in training.

Mr. Sinclair : Hear! hear!
Mr. Browne: How many hours altogether ; then we would have a clear pic

ture of how valuable that reserve is. I know that in Newfoundland the officers 
have told me that the reserve is no good. They say that the men turn up for one 
or two nights and then perhaps do not turn up again for a month. They are very 
much against the reserve and do not believe in it at all. I think we should have 
those figures in order to give us a true picture.

The Witness: It would require quite a statistical operation to compute the 
number of man hours in the reserve forces.

Mr. Browne : You must have some manner of obtaining how many days 
have been served.

Mr. Macdonnell: Are there not strength reports from commanding officers 
which would be very illuminating? I have been in the militia myself and I know 
that the only thing of any real value was when we went to camp.

Mr. Fleming: I understand that Mr. Drury is going to bring us information 
concerning the number of officers and other ranks in all branches of the reserve 
army who were authorized to train at all summer camps in the summer of 1949, 

how many actually went; and how many units of various kinds carried out com
petitive unit training. So we will have that on the record. May I come back to 
my problem, Mr. Chairman?

The Chairman : So that there will not be any accusation that Mr. Fleming 
monopolizes the field, are there any other questions about reserve forces?

By Mr. Browne:
Q. Is the witness able to give us any analysis, therefore, of the time spent 

in the reserves by these men who are turned over so rapidly?—A. What I under
stood was wanted was the number of man days.

Q. The number of man days served per year.—A. In the reserve forces, f°r 
each of these three years?

Q. Yes, if it is not too much to ask.
Mr. Campney: That would be colossal.

By Mr. Richard (Ottawa East) :
Q. Have you any objective as to the number of men that you would wish 

to enlist in the reserve forces?
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The Chairman: You mean within the three years under consideration?

By Mr. Richard (Ottawa East) :
. Q- Yes, in the three years under consideration.—A. There was no fixed

objective.
Q. Have you any idea what the reserve force should be, having in mind 

he available manpower of untrained men who would be available for the reserve 
forces?

Some people think that this country could have a million soldiers; but I am 
still convinced that we could not have a force any bigger than it is now. I would 
uke to have your idea about it.—A. I could give you an idea of the number of 
men who come of age every year, and that is about as far as my knowledge 
goes. There is reputed to be 75,000 males coming of age every year.

Mr. Sinclair: Who are physically fit?
The Witness: No, coming of age.
Mr. Browne : What age, 21?
The Witness: 18. The figure for 21 would be about the same, I think. And 

experience in the United States has shown that about 50 per cent or less are fit.

By Mr. Richard (Ottawa East) :
Q- So, if your reserve force always had a turn-over each year of one-half 

0 ' let us, 70,000 or 75,000, if we had a reserve force of 40,000 or 45,000, it would 
a normal reserve of people going into training every year, would it not?— 

. It would be roughly the figure representing the training of men for one year 
ln ea°h of the age classes.

Q. Not taking into consideration other exemptions, people who would be 
akmg other courses or who were called to other duties.

Mr. Sinclair: Or people who were so isolated that they could not get to 
reserve units, if we were on a voluntary basis.

The Witness: It would be quite impracticable to expect a large part of 
,'bese men who have come of age and are physically fit to undergo reserve train- 
lng except at very considerable cost, because they would have to be brought to 
centres of training, and they would be absent from their normal occupations 
( Ur*ng that period of time.

By Mr. Richard (Ottawa East) :
I Q- So you do not think that a reserve force of 40,000 or 45,000 men would 
)e sufficient, having regard to our manpower?—A. No, I would not say that.

Q. In peace times?—A. For the reason that in the reserve forces we would 
expect—we would both hope and expect that an officer would not merely join for 
one year’s training. It is difficult to produce a good officer in one year, in the 
eserve forces. He would have to stay on for a number of years.

, And the same applies to N.C.O.’s. You cannot produce in one year a satis- 
actorily trained N.C.O. in the reserve .forces. And it also applies to some 
clinicians and tradesmen They require more than one year’s training, one 

year’s reserve force training.
Therefore a reserve .force composed exclusively of those who are coming of 

Se each year, who go out after one year, would not be a feasible proposition.
Mr. Macdonnell: Have you any special figures showing the turn-over of 

officers?
The Witness: No, I have not got them here.
Mr. Thatcher: May I make a motion, Mr. Chairman?
Mr. Fleming: May I ask a question, Mr. Chairman?
The Chairman : If it is on the same subject.
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By Mr. Fleming: |
Q. On the very same subject, Mr. Chairman. What was the authorized 

establishment during this period for the reserve forces in each of the three 
reserves?—A. That I cannot give you.

Q. Could you bring it to us later?—A. Yes.
Q. Have there been any studies made within the department to determine 

the average length of time that an enlisted man has stayed in the reserve forces. |j 
—A. There have been surveys, samples, but no complete record.

Q. Were some of those sample surveys taken in the three year period under 
review?—A. There was one, I think, in 1949-50.

Q. Could we see it, subject to whatever limitations there may be, and you 
could qualify it accordingly? If it has any bearing at all on this question, 1 
think we would be interested to see it.

By Mr. Browne:
Q. How many centres are there where these reserves are trained, or where 

they go for training?—A. For non-local training, there are the summer camp-
Q. No, I mean routine training thorughout the year, quite apart iron1 

camps?—A. They do their routine training at their local headquarters.
Q. At how many places?—A. How many individual establishments?
Q. Yes. I understand it is only in large centres such as cities and large 

towns where this training goes on.—A. It depends on how you define “large 
town”. I am not sure whether you would regard Carleton Place as a large town.

Q. Do you have training there?—A. Yes, we have training there, and 111 
other small places which are larger than villages but still not large towns.

Q. Could you increase the number of places where you could have training 
so that you could get in a greater proportion-of the eligible people to join tne 
reserves?—A. It would call for a considerable increase in overhead, a prop®1' 
tionate increase in overhead. If you were to set up an establishment in a numbei 
of small villages, it would draw a comparable number of people into the reserve 
forces, but the overhead would be substantially greater than in the larger centres.

Q. You mean the cost of overhead would be out of proportion to the numbe 
of people being drawn in?—A. That is correct.

The Chairman: Might I ask a question? I am thinking of the people in 
my own constitutency. The nearest and biggest town to them is in another 
constituency. It is Montmagny. Last winter it was brought to my attention 
that there was a number of young men who were willing enlist in the reserve- 
That training would require their presence in Montmagny two or three nigh 
a week and in the wintertime they would have to take either a snowmobile or 80 
by sleigh and so on. An alternative proposal was to have a small building atJJ 
central point in the constituency to give this training three nights a week righj 
there to the local people. Objection was made by the department that it won 
be too costly to follow out such a practice as that throughout all the settlemen ■ 
of Canada. But it might explain the difficulty of transportation in wintertinrt

There are people who are willing to join, but who find it difficult, throughou 
the year, to go elsewhere for their weekly training, even though the distance b 
only fifteen or twenty miles. Because in wintertime, in the cold weather, 1 
may be difficult to find means of transportation. The answer I received was tha 
if the idea were extended throughout Canada, it would mean such a considérât 
increase in cost that it would be doubtful whether it would be of value in the en

Mr. Browne: Does that mean that the department hires a hall and engageS 
it throughout the year and pays a heavy rent?

The Chairman: There is an armoury in the place I mentioned, Montmag11^
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By Mr. Browne:
Q. You do not engage a hall for the three nights only but you take it ovei 

completely?—A. Normally we rent premises; and where they have to be rented, 
we do so on an annual basis. It has to be- done because the unit has to have some 
Place to keep its equipment, not only its mobile equipment, of which we try to 
give them as much as possible, but also its smaller stores.

By Mr. Wright:
Q- Normally you do not hire the full use of the hall as an armoury, or 

at least you do not do so in my constituency. There it is mostly the veterans 
.11 which is used for training and you pay so much a year for certain space 
*n it, and for the use of that hall on certain nights. You do not take over the 
ull control of the hall.—A. Well, it varies, of course from situation to situation, 
ut I would imagine in the place you mention we have the full time use of part 

the premises, not necessarily the whole premises, but a part only. The 
records and equipment should be stored under our own supervision throughout 
the year.

Q- Yes, I think that is it.—A. But in the case of a large hall which is only 
quired for use upon occasion, we might well only pay for the time we use it.

Mr. Thatcher: I want to make a motion, Mr. Chairman, but before I 
0 so I would like to ask Mr. Drury one question. If it is not a fair question, 
e does not have to answer it.

What do you think would be the ideal that we should have in our reserve 
orces as far as numbers are concerned? I understood you to say that 45,000 

or 50,000 was not sufficient, in your answer to Mr. Richard.
Idle Chairman : For a period similar to the one which is under review?
Mr. Thatcher: Do we want 100,000 in our reserve forces, or what is the 

gure we should be aiming at?

here?
The Chairman : In a period similar to this period which is under review

Mr. Thatcher: Yes.
The Witness: The figure we should be aiming at now
The Chairman : In a situation similar to this, not in wartime.
The Witness : —is really a question of policy, and I would dislike to enter 

that field.
Mr. Thatcher: I see!

By Mr. Fleming:
fir - ^ ^re Tou n°t always seeking to build up your strength in the reserve 
authS -*° authorized strength? Otherwise, what is the purpose of an 
Qu'f *Z6d strength and expenditures on camps and for recruits? I may be 
y c wrong, but my understanding is that you are always trying to build up 
art'f Units to the authorized strength.—A. The'authorized strength is only an 
the1 !jCla^ tigure. It is a limit beyond which the government would not authorize 
n Apartment of National Defence to go without coming back and making a 

case- It is a limit rather than a goal which we have got to try to attain. 
^ Q. Did you not seek to attain the authorized strength in these three years?— 
wi fiM n°t either design or anticipate achieving the ceiling, with respect to 
authorized strength.
(,Q Q- Did you try to do so?—A. We ivorked towards it, but we did not try 
W Sj' eve il- Trying implies making every possible effort to achieve success. 

e (fid not gear ourselves to achieve the ceiling in these years.
85655—2
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Q. Then what was the figure which you did gear to or endeavour to attain?— 
A. Well, there really was not a precise figure to be attained.

Q. What determined the gearing of your effort?
Mr. Thatcher: I thought Mr. Fleming was going to ask only one question, 

Mr. Chairman.
The Chairman: You will have a full hour for your motion. It is only 

twelve o’clock. Let us finish with this subject and afterwards you can take up 
your questions.

The Witness: That is something I find difficult to answer, to relate it to * 
precise target. I do not think I can, Mr. Fleming.

By Mr. Fleming:
Q. I do not see why. There must have been some objective, if you regard 

the authorized strength as a ceiling, and not simply as an objective that you 
consciously seek to attain. I would think that there was some conscious objec
tive within the department.—A. There was a conscious objective, but I do not 
off-hand or at the present moment know what it was.

Q. As a matter of record, could you not bring it to us at another meet
ing?—A. I shall endeavour to do so.

Mr. Thatcher: Now, Mr. Chairman, I would like to make my motion, and 
when I have finished I would like to speak to it for one minute.

The Chairman: Yes, and everybody else has the right to speak to it.
Mr. Thatcher: Before the committee tosses it out, I hope it will give it 

consideration.
The Chairman : If your motion is good I do not see why you should have 

such doubts.
Mr. Thatcher : My motion is based on appendix No. 3 in the report o 

the Minister of National Defence, which shows that in the reserve army, during 
the period under study, we had a loss of 43,000 men in our reserve forces.

My motion reads as follows : ,
In view of the loss recorded in the reserve army strength from 1“ 

to 1950 as compared to the 20 years prior to 1939 
and

in view of the importance the Minister of National Defence places a 
the reserve army strength in defending Canada, and in securing acti 
recruits, . g

I move that this committee recommends to parliament the senti g 
up of a special committee along the lines of the Mainguy Commission 
institute a full-scale inquiry into the reasons for the disappointing enli® 
ments in the reserve army, and to make suggestions to remedy » 
situation.

I make that motion for a number of reasons. First of all, because Mr. DruJv 
today told us that there was sufficient armoury space, that the reserve arnv 
had plenty of equipment; he told us that the pay for the reserve army na 
been increased since 1939. I make the recommendation because we have 0®e 
that the figures in the active army have increased considerably while * 
reserve figures have not. I make that recommendation because Mr. j 
stated that 40,000 or 50,000 is not a sufficient figure for the reserve army, 
he also stated that the material inducements today, in his opinion, will not g 
us the actual recruits that we need. Now, it seems to me that in view of y 
international situation this lack of reserve strength has really reached alarm1 » 
proportions and I think a commission of this kind, that would be composed 
three or four men who are trained men and know this thing—and I presuffi
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several of them at least would be military men—they might be the people who 
would come in and find the answer where this committee or even parliament 
itself is not in a position to do so. I believe the Mainguy report, whatever it 
'vas> made some good recommendations and we could have recommendations 
mm a body similar to that. There would be more common sense in our doing 

1 ' mat way than in trying to proceed the way we have been going this morning.
The Chairman: I will read the motion first and then it will be open for 

discussion. Mr. Thatcher moves that this committee recommend to parliament 
, . setting up of a special committee along the lines of the Mainguy commission, 
• mstitute a full scale inquiry into the reasons for the disappointing enlistment 

the reserve army and to make suggestions to remedy that situation. Are 
lerc any comments?

Mr. Robinson: Mr. Chairman, I would be obliged to vote against this 
notion for two or three reasons. In the first place I don’t think the actualfigure- °n enlisted strength in the reserve army in any way indicates the job 

are doing. I can only speak with some authority of the unit in our county, 
mb is an anti-aircraft unit formed I think in the period under review in this 

ommittee. That unit has not as yet been concerned with enlistments, it has 
w-en epneerned up to date with training of a cadre of officers and N.C.O.’s 
v 0 will be able when the time comes, when they want enlistments, to expand 

ry rapidly. And I think that unit is doing a very good job -in that respect. 
lcy went to camp last summer with only a cadre of officers and N.C.O.’s. 
lat was their particular objective. So I am not too concerned, if that condi- 

is apparent in other parts of Canada. I am not concerned with the total 
jgures as long as this cadre of officials and N.C.O.’s is being trained. Secondly, 
0 |lnk that Mr. Thatcher is delegating from -this committee powers that we 
anf T u° ^eeP fi° ourselves. I have sat on this committee for a number of years 
lQr '‘ave heard Mr. Thatcher ask and even howl for National Defence accounts 
thi^X™0 *3e^ore this committee. Now after we have had just a few meetings on

National Defence figures he wants to take our powers away from us.
tin. ™r' Thatcher: I just want to keep the thing right on going; I want to sit 
**** -times a week.

Mr. Robinson :
Mr. Thatcher:
Mr. Robinson :

Your motion does not indicate that.
Yes, it does.

c°«in 'h ■ Now he wants to take some of the- powers away from this
his V)1.,®e and give it to- a commission, and I think Mr. Thatcher is reversing 
n°t ti ' i'°n very fiuickly; and- I might say, as usual. In the third place I do 
etl . Unk that this committee has the power under its terms of reference to 
if ] lre into the particular subject covered! by this motion which concerns, 
here l+ erstand it correctly, merely the strength of the reserve army. We are 
fiuri «° enclUlire into- the- accounts- of the Department of National Defence 
to ,;Tl" a. certain period o-f time. I therefore think that- our report should have 
a„. N with that and nothing else. For tlies-e three reasons I propose to vote 

h ns* the motion.
°ft}Mr. Sinclair: What Mr. Thatcher is doing here is basing his comparison 
pe(.fle, , e, °r six years immediately after the war with- the fifteen o-r twenty year 
the C before the war. I am quite sure that if Mr. Drury brings in figures on 

enlistments between 1925 an-d- 1938 that we will find that our 
uio-n is very much better today, in the post war period, than it was then.
reserve enlistments betwt 
htio-n is very much better 
Mr. Thatcher: We are- still not. doing well enough. 
Mr. Sinclathou-' oinclair: Well, there is another point; in Canada today there are 

of re^nc^s loyal men who have lived and who are available should a case 
reSer nced arise but wh-o would be the last people today who would join the 

e- They say, we have- -done our bit, and if we are called on again we 
85655-.-21
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will be available. That is a very different situation from what you had in the 
period between 1925 and 1939. And another thing, and I say this entirely 
on my own recollection of the reserve army, the reserve army in those days 
had an appeal because of social activities. People joined the reserve army 
because there was a certain social standard, at least as far as officers were 
concerned. I he men who are joining the reserve army today are joining h 
, r a veiT different purpose. There is a possibility of war. Even you, yourself, 
know, in your own city of Toronto, of a great number of people who joined the 
reserve army between 1925 and 1930, and the reason for their joining the 
reserve army was not with the thought of that they might be called to active 
service, but because these people in that way had an opportunity of attending 
i egimental balls decked out in fine uniforms. You had the appeal of entertain- 
ment and you got people to join up. Now, as Mr. Robinson has pointed out,

, l( -d’ >.,° 1118 committee is to make certain investigations and report, not to
divest itself of its responsibility and recommend the appointment of royal 
commissions or special committees. Mr. Thatcher has been one who has been 
nost anxious to investigate defence department accounts. Perhaps he should 
limself investigate and find out a little more about the reserve army and the 

way it is carrying on before calling for the appointment of a royal commission-
100-^t * iqVo +uT' ask Mr. Sinclair one question, during the period
1925 to 1939 there was still a great possibility of war, and he said that it >s 
not a» great as it is today—all right ; but I would point out this- also, we are 
now live years alter the war; we are not expecting men who saw service lD 
this last war to enlist in our reserve today. Our reserve today is built up of the 
young people who have grown up since the last war and who have no experience; 
and it seems to me that there very definitely is a falling off in the recruiting
trninfmr ° 10 arS coming 0f age and should be getting some milita1)

a n n-g, and that is not to be compared to the period between 1935 and 1939,
n 1 ,rr1 Zui 1Timfevdiaie y-Pn0r to the last war. As for this committee being able 
to go into al. the details as to why this situation exists, I do not think that 
wc are m a position to do it. I think that a committee or a commission such 
as suggested by Mr. Thatcher would be in a much better position to do that 
work than we would as a committee. As Mr. Robinson has said, this comniitte6 
was set up to go into the public accounts, but in going -into those public accounts 
we find that for the expenditure of certain moneys, those made in connection 
wuth the reserve army, we a-re not getting results ; and it -seems to me that tins 
committee would not be carrying out its duty if it did not make a recommendation 

n the baas of the figures which have been presented to us to do something 
about it. That is why the committee was set up, to get some action; and this 
recommendation I think goes to the root of the matter, has much merit, and is 
one to which this committee should certainly give consideration
. ^r- Macdonnell: I would agree absolutely with what Mr. Robinson and
Mr. feme lair have just said if this committee was able to consider this situa' 
tion at the present moment. I am in agreement with what Mr Robinson 
about the reserve anti-aircraft unit in his county. He described very accurately 
just what the situation is, and I think that is perfectly proper at this time- 
will be very frank and say that perhaps we are being very foolish letting °ur 
selves live in a feeling of security, I think rather we should recognize the change 
which has come about in the whole situation, and that is something which ± 
think we have to recognize. Now, Mr. Chairman, it is quite all right for_u* 
to sit here and study this; but, what is it we are studying? We -are taking 
accounts which are fourteen months old. It is quite possible that the situate” 
has changed in the meantime. We do not know; -and, therefore, Mr. Thatcher» 
motion it seems to me is a very sensible motion, which in effect is that we should 
not drop .this thing. Every man in this room faces a very serious
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whether we vote for the motion or whether we vote against it. So far as we 
are concerned, we are just talking out the window, really, we do not know what 
we are talking about, we have no way of coming to the meat of this question. 
1 must confess that I was disturbed to see Mr. Drury so little disturbed. No, 
Perhaps it is not fair for me to put it that way because one should not ask Mr. 
Drury to express an opinion on the matter of policy ; but I think 1 am fair in 
saying that he did not appear surprised about this reserve army; but I think 
the situation is such that we are justified in not leaving it where it is; I think 
that what Mr. Thatcher is suggesting is that we should not leave this, and I 
hope that we will have an opportunity of dealing with it now, Mr. Chairman. 
% impression was that it was the chairman’s intention to rule this motion out 
because it does not relate to an item of expenditure, that it must be related to 
some item of expenditure in the accounts for the year under review, 1949-50. 
j- do suggest, Mr. Chairman, that this arises directly out of accounts which 
have been under discussion, and that it should not be ruled out.

The Chairman: Do you not think that the chairman has given you a 
lot more latitude than the terms of the reference strictly allow?

Mr. Macdonnell : Mr. Chairman, I don’t know.
The Chairman : I mean, within the present reference to us. The chair

man has given a lot more latitude to the members of the committee than would 
prdinarily be given in such a committee. The whole of the discussion this mom- 
ln8 has not been directly related to public expenditures.

Have you any further comments? Well, gentlemen, I think I am obliged 
rule this motion out of order.

Mr. Thatcher: Oh, Mr. Chairman.
The Chairman : I will explain my reasons, if you will allow me to. It is out 

°1 order, in view of the powers—
Mr. Fleming: Do you want to hear some submissions on your point of 

order before you rule?
The Chairman: Yes, after I have given mine.
Mr. Fleming : It is your ruling you are giving now? 
hhe Chairman: Yes. I am saying that in my opinion the motion is out 

order for these reasons : the committee has been entrusted with the task of 
poking into the public accounts of Canada for the fiscal year 1949-50. That 
Power has not been extended. That is all the authority we have. That is the 
oierence given to us by the House of Commons. Of its own free will the com- 
ittee decided to study the accounts of the Department of National Defence. 
8 I said many meetings ago, the full figures of the public accounts amount to 

jd'er a billion and a half dollars, and the total for the Department of National 
efence for the year under review amount to over $387 million. I think that 

^ a tall order and we have not delved into it to any great extent yet, although 
c are moving in that direction. We are dealing now specifically with 
e figure of advertising expenditures in connection with enlistments. First of 

We had the statement that the result from expenditures on advertising for 
i '^talents had been disappointing. We have had no witnesses before us who 

ave said that, that is a conclusion that Mr. Thatcher has arrived at himself.
Mr. Thatcher: Mr. Chairman, may I say a word there?

. The Chairman : After I am through you may have all the time you wish 
which to argue. This statement which Mr. Thatcher makes is not a state- 

ent which has been made by a ^witness—I do not think there is any doubt 
that at all. Using the expression of Mr. Macdonnell, we are not tossing 

I or covering up anything ; we are trying to stick within the limits of our
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order of reference. I have been very generous in my interpretation of those 
1 units, the whole discussion as to whether this or that method of doing a 
certain thing m the army does not come at all under our authority, but I have 

! 1 S® °n a good many occasions. But now, as to the questions pertaining to 
this matter of advertising for the reserve and the active army, or its result in 
the way of enlistments, as long as members remain within this subject, whether 
or not the amount spent here was spent wisely or not I will allow them. 
,i ou ’ on 1 ' 11S n?at^®r °} advertising and the results obtained for it, you have 

e suggestion in the iorm of this motion to switch our authority to another 
body, and that woidd be taking out of our hands something which has not 
even been entrusted to us. We have to decide whether certain amounts of 
money have been wisely spent or not. That is all right; but now the suggestion 
is that we should send the whole thing to-another commission to investigate.

_ r' * hatcher: Not the whole thing, just one issue.
nJZrSSF™1 A11 •ng,ht' not whether it is costing too much, not whether 
ThflthnrP Mes !re Wsely made- hut to discover the reason for what Mr.

q 6 dlsaPPomtmg enlistments through some form of commission 
o-ivp PPiP" h°\af'ter having heard arguments on the matter, I am prepared to 
i ■ • ; o nf' liaïe ncver at any time tried to prevent anyone from expressing

Pnti K *alI*am Personally concerned I find that I must rule the motion
vil Æ but Pfore 8]vmg my definite ruling I am prepared to hear the 
views of the committee on the matter.
w„Mr- h^EMma: Mr. Chairman, with respect, I simply could not follow 
are IhPPeaPP l,?hPg ltj °.ut,of «rder- The reasons that you have indicated now 
of order Yon W ‘P [e!ate to the merits of the motion and not the question 
are accuratP 2 dealt first of all with the recitals; well, whether the recitals 
wavamPnd Th7 uiIS not the question. That is going at it the wrong 
thmk that the PwPw gr°unds for voting against it if the members do not 
of order AnnrPPn lu ates ^ facts’ but that d°<* not relate to the question 
ffo bark tnthe 51 PFeamble what is there in the motion? It proposes to
fn that which M fk US follow a certain course. Now, there is nothing
,f older invnlvS S ® ÏP™S of refercncc to us at all. There’is another point 
thines In the v5v*ihie' W® continually asking the House to do certain 
do CCTtain things ^ ® rep°rt that we made last year we asked the House to

The Chairman : And we can do that again.
Chairman1 YntettaWPuP a11 tbat 1S involved in this present motion, Mr- 
«unnort hn)5m, h!v * !*lf N°,U do nofc tllink H is the kind of motion you can
out of ôrdeï TC nmHon P the grkeaiest resPect> any grounds for ruling1 
J v ° rN lhat motion of mine which you entertained at the meeting 01
sW h™ P ! POint+1°f the 8ame nature. The minutes of that meeting 
referent t s,f)Uli)or was that 'tbe House be requested to enlarge the terms o 
mation committee to include certain expenditures and certain infor

cYtenlPf nnrAIRMAN: PpP? expenditures—your motion was dealing with the 
PmhL ! our Powers to deal with matters subsequent to March 31, 1950, com 
thPfaff cx.Pendlltures. Your motion was at that time to project the enquiry mt-° 
the following fiscal year as far as expenditures were concerned, not from looking 
at what was being done in the matter of government policy, and I think the 
motion you made at that time was in order; however. I thought it should be left 
to the committee to decide for or against it. I thought it was in order because i* 
was asking that we might carry on our study of expenditures into the year 
projected after March 31 1950. and so there was nothing in it that was not in 
ohu. ut in this case I do not think that this motion relates to an exact it011 

expenditure, but rather that it involves a question of policy.
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Mr. Fleming: But it arises directly out of the enquiry we have thus far 
properly made within our terms of reference. ,

The Chairman : Evidently it arises out of expenditures, and to a certain 
extent the same thing can be said of anything which comes before this committee.

Mr. Wright: Mr. Chairman, this motion would not have been made had 
there not been certain figures put on the record which we have had the right to 
examine to date.

The Chairman : You can carry on examining expenditures as long as you 
want to here.

Mr. Wright: I know, but we cannot go on ad -infinitum into the details 
examining some of these expenditures, and where we are getting certain results 

following from these expenditures we can follow that up. All this motion does 
18 ho say that in view of certain figures which have been placed before us this 
committee feels that something should be done. Now, I think this committee 
las a perfect right as the result of examining certain figures to make a recom
mendation with regard to those figures, looking for some means by which it might 
he improved or made more useful and so get better service for the country. If we 
ca.nn°t do that we might as well fold up—I mean, all we can do is just speak our 

ns a committee on this matter. I think you are restricting our terms of 
lelerenee.

The Chairman : Not at all.
Mr. Wright: If you rule this motion out of order, I think it is a restriction 

n hhe terms of the reference to us.
_ Mr. Thatcher: I am not going to argue the merits or the demerits of the 

you have made but I do suggest that you are using a technicality here 
Uch may be well advised or not. Mr. Robinson made a statement as to a 
serve anti-aircraft unit in his county, and there is the fact that our reserve 
rength is only 45,000—and I believe the minister stated in the House that that 
as merely paper strength and that if you actually boiled it down to the men 

th* jWere really training it was closer to 25,000. The thought I had in mind was 
i at there are many able men who should know about this thing, and we all 

ow that this question of the reserve strength is of very serious importance to 
e c°untry at this time, and I think that a committee of experts of the kind I 
,Xe Proposed should be able to tell us what we can do, aside from conscription 
llch parliament says they do not want, to get sufficient recruits in the Canadian 

r 131 y. I suggest the international situation warrants that. With the greatest 
sPect, even though you may be right, I wish you would allow the committee to 

v°te on it.
frfJhe Chairman : The committee can vote on my ruling if you appeal

to Thatcher : Yes, I can appeal from your ruling, but I would prefer 
have the vote on the motion.

-pi The Chairman : I feel that in all frankness that your motion is wrong. 
ere is a +<v>Vmif>ality involved, and I think if your motion had dealt with an 

it might have been in order, but your motion makes 
are not proven and have not even been given to this

tual expenditure 
gumptions that
c°mmittee

. Mr. 
Wlthdraw Thatcher:

that.
If you want the word “disappointing” out I will gladly

The Chairman: I do not think this motion, even taking out the word 
^appointing” would be in order because it does not relate to an actual 

expenditure ; and even if it did, it is up to us in this room to decide. I personally 
eel that the motion is out of order.
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Mr Fleming: You know what the Speaker has done in the House from 
time to time when he has been in doubt as to a thing being in order?

, Ttle Chairman: J am in no doubt as to this being out of order. I am p !cct.7 sure r,ut order. I might very well have let it go and be voted 
*rn, i).- , ,? committee, but in doing so I would be evading my duty as chairman.

think the motion is out of order. I may be wrong, in your mind, but that is 
my iecling. I may be in your view very wrong;'however, that is my view, 
out of* order ° Urt^Cr deja*-e * will give my ruling. I rule that the motion is

Mr. Thatcher: I appeal from your ruling, Mr. Chairman.
. * v ^HA,IRxuAN: Mr.-Thatcher has moved, that this committee recommends
o pi lament the setting up of a special committee along the lines of the 

Mainguy commission, to institute a full scale inquiry in the reasons for the 
disappointing enlistments in the reserve army, and to make suggestions to 
remedy the situation.

The chairman has declared the motion out of order. Mr. Thatcher has 
appealed from that ruling.

(At this point a vote was taken.)
The Chairman: I declare the chairman’s ruling maintained. ,, , tiave you any further questions on the answers that were brought in at the 

a'r '\e deait-Tith many subjects at the last meeting. Are we
satisfied that we have finished with the present witness?

Mr. Browne: May I ask a question about the Officers’ Training Corps 
in the universities?

The Chairman : Yes.

By Mr. Browne:
Q. Do these figures cover Officers’ Training Corps in the universities?
The Chairman : A ou mean for the enlistments?
Mr. Browne: Yes.
The Chairman: 1 he statements we were looking into concerned publicity 

expenditures and advertising expenditures. Now you want to know if they 
include the Officer’s Training Corps?

Mr. Browne: Does that cover the Officers’ Training Corps?
The Witness: It does.

By Mr. Fleming:
Q. And their strength is included in these figures, in the table we are now 

dealing with. -A. They are members of the reserve forces.
Q. Have you got the figures of the Canadian Officers’ Training Corps 

strength in these three years?—A. Not for these three years, no
Q. But they could be made readily available, could they not?—A. I can 

get them. Do you want them?
Q. Yes. Thank you.
Mr. 1 hatcher: Has Mr. Drury answered that question?
Mr. Fleming: He will bring some information to a later meeting.
Mr. Thatcher: I have another question arising out of one of the answers 

Mr. Drury gave at the last meeting. He told us the amount spent on equipment 
in that year. Could he tell the committee what amounts were spent on modern) 
up-to-date tanks?

The Chairman : You mean for the year 1949-50? You have it in the report- 
appendix F, to the meeting of May 3. It is a big appendix. You will note 
that the appendix in question was supplied at the request of the chairman.
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Mr. Thatcher: Have we purchased any modern tanks in the period under 
review, Mr. Drury?

The Chairman : It is the third line in appendix F—“Tanks, and Armoured 
righting Vehicles.”

The Witness: I would like to consult with a member of the quartermaster 
general’s staff.

Mr. Thatcher: Very Well. ,. „ ~ „„„
The Chairman : Do you care to have him brought to ie a e. 

want him called as a witness? . . ,. . , „„„
The Witness: If you want him called as a witness, it is .entire y up Y 

There were no new pattern tanks bought during that year.

By Mr. Thatcher:
Q- Does that mean that our Canadian army is still equipped with the old 

m°del tanks from the last war?—A. It was, as of the 31st of March, 1950.
Q- And that has been changed since that time, has it?—A. As the minister 

Enounced in the House, it is in the process of being changed.

By the Chairman:
Q- For that amount, $1,626,237.14, were there purchases made of tanks 

ln the year 1949-50?—A. These expenditures cover not new equipment but 
Maintenance and spares of the equipment we already had. In the case of tanks, 
1 ®eant tracks which had worn out, new tracks, bogey wheels, engines, and 

forth.
Q- Does that mean operation of the tanks during the year for training 

Purposes, or for the cost of operation, the gasoline and so on?—A. No. It does 
1101 include the cost of operation.
. Q. It is just for repairs and mantenance of tanks during the year?—A. Just 
°r repairs and maintenance of tanks during the year.

Q- And not for the purchase of new equipment?—A. Not for the purchase 
°1 new tanks.

Q. I mean tanks, whether former models or new models ; does that mean the 
Purchase of tanks?—A. There were no tanks new or old included in that.

Q. It was just for up-keep, maintenance and repairs?—A. And the purchase 
of spare parts.

Mr. Thatcher: Is it recognized by military authorities who know some
thing about the subject that these tanks would be mostly obsolete under present 
uay conditions, let us say, in Korea.

The Chairman : It has nothing to do with Korea.
Mr. Thatcher: How is that?

. The Chairman : Your question. It has nothing to do with the expenditure 
ffself. It is a question of tactics; a question of policy; a question of opinion.

Mr. Thatcher: How is it a question of policy?
The Chairman : Because whether this model or that model is better in 

we field is not something for us to decide. The decision for us is whether this 
f-uiount is too big or too small. It is our duty to find out whether an amount has 
Peen sensibly spent or well spent. But whether one tank or another should be 
Ui Korea is not for this committee to decide.

Mr. Thatcher: Surely our Department of National Defence would decide 
wat matter.
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The Chairman: Whether it be a government or National Defence depart
ment policy, it has nothing to do with the public accounts of 1949-50. But you 
may ask what have they got for that large amount of money.

Mr. Thatcher: They have not got any new tanks. That is obvious.
. The Chairman: But the question whether such and such a tank should 

be in Korea today is not relevant.
Mr. Macdonnell: Let us suppose that this type of tank is now being used 

in active warfare today. That is a matter of fact and not a matter of policy 
And ii in fact then that type was so used, then surely, as Mr. Thatcher has said, 
it is relevant in determining what value we are getting for our money. Is uot 
that so?

The Chairman : I do not agree with that. If we were in a defence com
mittee \ve might possibly discuss whether we should adopt one type of equipment 
or another, and that would be right. But now we have to ask these people: 

\ hat did you do with this money? Did you spend too much for that, or did 
you not : I hat is the question. Not whether a new or an old model should 
be used m Korea today.

Mr. Thatcher: If in fact as at March 31, 1950, the tanks used in the last 
war were obsolete do you think it was wise to spend $1 million odd, or whatever 
it was, for reconditioning them?

The Chairman: You mean they should have been discarded?
Mr • Thatcher: I am asking the witness.

* he Chairman: I am including this part of the question. Do you mean to 
suggest that we should have discarded them?

Mr. Thatcher: I am asking the witness.
The Witness. It is your statement that these tanks were obsolete.
Mr. 1 hatcher: Did you not say they were obsolete?
The Witness: No.
The Chairman: No. He never said that.

By Mr. Thatcher:
, , you tl™k you could use them?—A. I have not said that. Now, the
tan vs that we had in 1950 are not the latest tanks that are available today. * 
W a s,ay that. And m so far as tanks held in 1950 have been replaced by later 
models, those tanks are then obsolete. That is correct. Now, as to the military 
advisabi i y of using those tanks in Korea, I would hesitate to express an opinion. 
, . I he t-urairman : I do not think an opinion is to be expressed by you before 

this committee, the main point is: Was that expenditure warranted or not, or 
was that money well spent? If you come and say: Well, these tanks were so 
obsolete that we should have discarded them and not spent this amount, then 
we could put the blame on whoever decided it. But if we have a given amount 
before us, whether it Jie for old or new tanks, it is immaterial what is going 
on in Korea today. We do not have to get that before this committee at all.

Mr. Thatcher: Let us suppose with the tanks we have in Canada today-"
The Chairman: That we had at that time.
Mr. Thatcher: Vcry well, with the tanks that we had at that time—can 

you train men in that kind of tank in your various reserve units and qualify them 
to use up-to-date tanks, if you get them?

The Witness: the operation is substantially similar, and training in this 
type of tank on which we spent maintenance money to keep them running would 
now be almost as good, but not quite as good as training in the latest model of 
tanks.
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The Chairman: That was a pertinent question. I did not object to it at all. 
Mr. Thatcher: Thank you.
The Witness: 1 would further suggest that the money was far from being 

wasted, and that it was well spent in keeping these tanks running; otherwise they 
Would be of no use for training at all, or no use in an emergency, had one arisen.

The Chairman : May I ask you a question about which there might also be 
doubt if it is in order? If in 1949 some troops had been parachuted into some 
scction of Canada, could these tanks have been used in 1949-50, or were they 
Just museum pieces?

Mr. Macdonnell: I think your question is out of order, Mr. Chairman.
, The Witness: They would have and could have been used as operational 
tanks.

The Chairman : Good !
Mr. Thatcher: The point still remains that as of the date of this statement 

We do not have one modern tank.
, The Chairman: If at that moment there had been an invasion they could 
nave been usefully employed, this money was well spent.

Mr. Thatcher: Yes, and if they had had bows and arrows, they could have 
been used too.

The Chairman : That is senseless!
Mr. Macdonnell: Mr. Chairman, on the one hand you are allowing your- 

, to ask a question which is rather out of order, and you will not allow anyone 
e Se to ask one.

The Chairman : The implication from Mr. Thatcher’s remark was that this 
uioney had been spent unwisely because the tanks were no good.

Mr. Thatcher: I did not say that, Mr. Chairman. You said it.
The Chairman: And the fact that today more modern tanks may be in 

orea has nothing to do with this matter.
, Mr. Thatcher: I believe, despite all the money we spent, that we did not 

aVe °ne single up-to-date modern tank.
■n. The Chairman : That is your statement. Have you any further questions? 

e have ten more minutes, so shall we take up this appendix F, this statement, 
r uo you want to take anything else?

“Pi ^.r' Fleming: May I ask a question, Mr. Chairman? I see under the item 
Clothing and personal equipment” an expenditure of $7,047,945.46. That of 
nurse includes web equipment and other forms of personal equipment. Might 
ask if there is included in that item any equipment that was web or otherwise 

hat was purchased, which -had previously been declared surplus?
The Chairman: Did you say “web”?
Mr. Fleming: Web equipment.
The Witness: No.

By Mr. Fleming:
. Q. So that is all new equipment which had never previously -been owned 
y the department?—A. The Department of National Defence.

. Q- Have you made any purchase of new web equipment since?—A. Since 
^is period?

Q. Yes, since the period covered by this statement?-—A. This question was 
u*ed out of order some time ago, was it not?

The Chairman : Will the reporter please re-read the last question?
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The Reporter:
Mr. Fleming:

Q. Have you made any purchase of new web equipment since?
The Witness: I did not understand the question. Yes, we have purchase 

new web equipment.

By Mr. Fleming:
declared^iimln'^eriuT™cnt previously owned by the department and

that the answcr to that is n°!

a purohaiTs regard to the Purchase of anything. When
the department ,vi ' ,1°,'. 1C department, or any expenditure made through 
and so on wh it ' ?r- °/ Purchasing equipment or for payment of service
corned in norr‘h«!in instructions are issued by the department to those con-
general instructions^*.^0!} ^Wipment or services as to economy? Are there any 
vais instruction ' ? a ^ down by the department?—A. At fairly frequent inter
order that economy shall ^practised ' neCCSsity for economy> and making an
Are thevX writtL^n °f instructions? Have you any specific cases?

q t0 an n -" Hictmns which go out?—A. They are written instructions. 
A Yes h concerned in making purchases of materials or services?

Q. Could you bring us some examples of them?—A. I shall 
Q. At a later meeting?—A. Yes.
Mr. Macdonnell: Would that relate also to the work of the C.C.C-?
The Chairman: What proportion of the purchases that may be covered' by 

this report would be made directly by the department, or through the C.C.C ? 
upon orders by the Department of National Defence.

Mr. Macdonnell: What I am concerned with are the general instruction® 
issued by the department within the scope of its own purchases of either equip
ment or services.

Hie < hairman : I was wondering if this wasn’t only a very small proportion 
of their total purchases, the ones that would be covered by such a memorandum, 
and if the purchases were not made mostly by or through the C.C.C.

The Witness: The amount is $2,660,000.
I he Chairman : Of the purchases made by the department out of $28 

million? J 1
The Witness: Out of $116 million.

By Mr. Fleming:
Q. Does that figure include services purchased as well as materials pur" 

chased?—A. These are all expenditures locally made direct to the trade rathe 
than through the C.C.C. .

Q. Would it include the purchase of services as well as the purchase o 
materials?—A. They would include the purchase of services, except however 
payments made to hourly rate employees. For example, when the engineer 
undertake a job on their own, they hire local labour to do the job. Such 
expenditure is not included in this figure of $34 million.

Q. Whatever the instructions issued cover on such cases, whether it be the 
purchase of materials of services, I would like to see examples of some of thein 
in respect to this period. At what intervals do you issue such reminders.-'' 
A. There is no routine interval. If there were a1 routine interval, it would1 1°°K 
too matter-of-fact. But they are issued when they appear to be necessary.
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Q. What would give rise to that, to when it becomes necessary? What 
would give rise to the issuance of a reminder?—A. Generally in cases where 
examples of any lack of economy had come to notice.

Q. Perhaps it would be fair, if I did not press this today, to ask you, when 
you bring in copies of these instructions for a later meeting, to 'be prepared to 
indicate out of what circumstances those instructions arose.

The Chairman: We no longer have a quorum.
Mr. Thatcher: If we finish this question, could we have Mr. Drury start 

with the details?
The Chairman: The details of the public accounts? I am ready any time 

the committee wishes to start. That is what I have been advocating ever since 
the beginning. If the members are finished with the witness who has been 
questioned up to now we might very well start with the documents. In fact, this 
is part of the work we shall have to do. We should start with this report as 
contained in the second chapter, unless there are still some general questions.

Mr. Fleming: Yes, Mr. Chairman, there are some things which Mr. Drury 
was going to bring here from the last meeting.

The Chairman: You would rather clear that up first?
The meeting now stands adjourned until Thursday morning at 11:00 o’clock.

The committee adjourned until Thursday, May 10, 1951, at 11:00 a.m.
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APPENDIX A

STATEMENT OF ESTIMATES, TOTAL EXPENDITURE, ENLISTMENTS AND 
AVERAGE EXPENDITURE PER ENLISTMENT—1947-1950

Average

1947-48
Estimates

%
Expenditure

$

Enlistments
Active Reserve

Expenditure 
per Enlistment 

$
Navy .............
Army .............
RCAF ...........

78,500.00 
... 114,500.00

97,000.00

33,171.50
78,085.97
80,644.46

1,081
4,723
1,587

891
11,429

544

16.82
4.83

37.84
Total . ... 290,000.00 191,901.93 7,391 12,864 9.47

1948-49
N'&vy .............
Army .............
RCAF ...........

... 278,800.00 

... 196,500.00

... 207,000.00
236,246.10
328,413.57
2 £2,931.26

2,103
4,579
3,618

1,574
19,118

1,294

64.24
13.85
57.59

Total . ... 682,300.00 847,590.93 10,300 21,986 26.32
1949-50

Navy .............
Army .............
RCAF .............

... 300,000.00 

... 410,000.00 

... 311,935.00
205,088.94
430,599.41
361,921.95

1,782
3,322
3,488

1,276
19,089

1,275

67.06
19.21
75.98

Total ..... 1,021,935.00 997,610.30 8,592 21,640 32.99
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MINUTES OF PROCEEDINGS
House of Commons, Room 430, 

Thursday, May 10, 1951.
The Standing Committee on Public Accounts met at 11.00 o’clock. The 

Chairman, Mr. L. Philippe Picard, presided.
Members present: Messrs. Anderson, Ashbourne, Benidickson, Boisvert, 

^rowne (St. John’s West), Campney, Cauchon, Cavers, Cloutier, Croll, Decore, 
" ig, Fournier (Maisonneuve-Rosemont), Fulford, Fulton, Harkness, Kirk 

’onish-Guysborough), Kirk (Digby-Yarmouth), Macdonnell (Greenwood), 
, , Pearkes, Picard, Pinard, Richard (Ottawa East), Robinson, Sinclair,
leaver.

(Antic
Major

.T In attendance: Mr. C. M. Drury, C.B.E., D.S.O., E.D., deputy minister of 
Rational Defence; Captain R. A. Carrick, Officer i/c of Personnel statistics at 
1 ational Defence Headquarters.

The Committee resumed consideration of the public accounts relative to the 
JePartment of National Defence, for the fiscal year ended March 31, 1950.

Mr. Drury’s examination was resumed. The witness tabled a number of 
statements which were ordered printed as appendices to to-day’s Minutes of 
Proceedings and evidence, as follows:

Appendix “A”—Table of strengths in the Navy and Army (NPAM) 
and the totals, for the years 1921 to 1925, both inclusive.

Appendix “B”—Summary showing, (a) allotment of training time, 
Reserve Force, 1950; and, (b) Camp attendance, Reserve Force,
1950.

Me also orally answered a few questions asked of him during previous meetings 
of the Committee and was further questioned at length thereon and on the state
ments filed as indicated above. Mr. Drury was requested to supply other break
downs of expenditures contained in the public accounts under study as they 
^late to national defence (see addendum). The witness indicated he would 
undertake to supply such information at the earliest possible date.

Captain "Carrick, assisting Mr. Drury, gave certain precisions on specific 
matters arising out of the main witness’ examination.

And the examination of Mr. Drury’s still continuing; it was adjourned to 
nu next meeting.

At 12.50 o’clock p.m., on motion of Mr. Robinson, the Committee adjourned 
to meet again at 11.00 o’clock a.m., Tuesday, May 15th.

ANTOINE CHASSÉ, 
Clerk of the Committee.

85657—14
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MINUTES OF EVIDENCE
House of Commons, 
May 10, 1951.

n The Standing Committee on Public Accounts met this day at 11 a.m. 
Chairman, Mr. L. Philippe Picard presided.

The

The Chairman: Order, gentlemen. As we have done at the previous meetings 
"e will ask the witness to produce some of the answers he has obtained to 
questions asked by members.

h i C. M. Drury, C.B.E., D.S.O., E.D., Deputy Minister of National 
Ue*ence, called:

Mr. Sinclair: Before you start on that may I have a minute to speak on 
Mother subject. Members will recall that in the public accounts committee 

last year we made a recommendation that a lot of the old debts which 
Xe been on the books of Canada for many years should be studied with 

, v,ew to writing them off. Since that time a committee of Treasury Board 
, Ve made an extensive study and an interim report on the write-off of old 
o^Wch the minister suggests should be studied by probably a sub-committee 
oft S committee so that it would not interfere with our present studies. The 
. er point, of course, is that in the details given in the discussions it is probably 

st as well that there should not be too much publicity. I wonder if the 
embers would think this matter over so that perhaps at the beginning of our 

meeting we might be in a position to take action by suggesting who would 
suitable members to act on a sub-committee such as this, apart from the 

esent study of national defence.
. Mr. Fulton: Might I just ask Mr. Sinclair if he would elaborate a little 

ms statement?
j, The Chairman: May I be permitted to say a word? Last year, Mr. 

t()n, when we did not have the pleasure of your company this matter was 
might before us first by the Auditor General who suggested there may be 

J c a number of items carried in the books which are obsolete and which 
jn m never be collected—items which are out of date and so on. His thought 

connection with some of these accounts was, that a sub-committee of this 
mnnttee, sitting in camera by agreement, with all parties represented 

such a sub-committee, might be able to do a better job than the main 
v Hmittee; and then'they could issue a report to this committee. I would be 
0u,y £lad to let Mr. Sinclair elaborate if he wants to, but I only wanted to point 

> as the Auditor General himself pointed out to us that these accounts 
yjre this type. By way of illustration, take a fellow who at one time owed 
tak K0Vl:rnment of Canada a certain amount of money which let us say, was 
amn w^hout permission ; action was taken and this fellow served his sentence 
in fi,las ®ince been a good citizen and has .become re-established somewhere else 
gi Be country. There does not seem to be any reason why this man’s name 
thflU C brought before the public again now because that would do more harm 
an v ®°°b- There is a case where the money cannot be recovered and it would 
QPpear that the only practical thing to do would be to recommend its writing 

' That is one of the reasons why in camera sittings would appear to bedegsuable.
327
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examined by a sub-conimktec°n -?T su*&esti?g having these accounts 
instance there are a number nf Ca|Ifjraulf you hke, is represented by this: for 
of member’s speeches ■ thc<c -ire™^ Ldebts ^standing with regard to printing 
is now deceased and there i n athcr sma 11 items, the member, let us say, 
that anything would be vaineri u re^oursc «gainst the estate. I do not know 

The Gh!Jvax t f , y haVlng this ™fo™ation published, 
camera; then if any of tlfemth/ ,comrnittee’s first sitting should be in 
is anything wrong with that ’ or have grounds for feeling that there
that point here before , at meth<)d of proceeding they have the right to press
into the House and press it ThrmKmitreei ' if thcy ,lkc, to goright back 
to protect people particularly buf tn ^vj ?f,having hearings in camera is not 

Mr. Macdonnell Y * \ aV0ld mdiscnminate harm, 
be injurious to people nmrbu Chairman, there might be cases which might 
which really have no bearing Mn®ss ,f these things were published—accounts 
as deadwood. 3 no" kut wbieh are being carried in the accounts

what form these account^ Sincwla.Ir w°uld be good enough to indicate in
to each of the years broughtTn first? ' ^ Would there be bills relating

the report of the commit fen t the rep°rt of the sub-committee. I have 
departments. All the account- 1 Treasury Board which has studied all the 
of those that were discn««erl in'Tupretty ,weH itemized and they include most 
Some of them go back ove, n 1° , Pub) 1C acc°unts committee of last year
reserves against the«e in ti‘ !undred ^ars- ^e have, of course, established 
committee made last vear tn + u." F 16 point which the public accounts 
when they are obsolete" T V' 18 1 was senseless to carry these things along 
to members of the sub-mm^in JUSJ ,one copy w,iich can be handed around 
they want to follow it m, ‘ oe and bv them back to the main committee if 
the reaction of the public A said’ tlle ministcr would just like to have-

his5"8gcsii,m in e

the ^ Treasury Board ** “* HoUSe' «

Commons to e““cffert m oLuteviT'I’ka^oko^''' br0USht clow" in the House ”*

introduced in th^House^Lrc !u’ un l1 they ,,ropose is that before the bill is
tnere should be a general review of the whole situation?

The Chairman : the recommendation made by our committee r»0" 
ycai was that we write off uncollectable debts. As Mr. Sinclair pointed out, 
mrnlT made that recommendation thhe minister has had a study made by 
internal committee of the Department of Finance, and he would like to submit 

to you so that members of all parties on the committee, not only the depart' 
mental officials, will be aw^are of what is written off; so their own minds would 
be dear as to what was being written off. If that is acceptable, if you don 
mind will w it i the assistance of committee members, endeavour to organic 
a sub-committee and then submit to the committee the selections which hav 
been made.

last

Mr. Fleming: I presume we would reserve our views in regard to this 
matter until we have an opportunity of seeing this particular document.

1 he Chairman : \ ou will appreciate, of course, that the idea is not to pr°
tect the government in any way; the idea is just that, as some of the member3 
and Mr. Macdonnell suggested, that it might do more harm than good if Pub' 
licity wrere given to the details of the amounts being written off. At the sai«c 
time, if any of the members are dissatisfied it is open to them to bring the
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latter before the main committee. But my point is that when the sub
committee is named we would like to sit in camera for the first few meetings 
anyway, so we could assess the reaction of its members.

Mr. Fleming : All I meant by my last question is that we might have an 
opportunity of reviewing the material before the sub-committee is appointed.

cake it that at our next meeting it is your intention to set up this sub
committee?

The Chairman : That is right.
. Mr. Fleming: I hope that in the meantime we will have an opportunity of 

seeing this material.
The Chairman : I doubt that.
Mr. Fleming: And I thought that in the meantime we could make up our 

lnds as to whether or not that would be the course to pursue.
Mr. Sinclair: Make up your mind as to who you want to have on the 

sub-committee. After the sub-committee is named we can decide the manner 
°t sitting.

The Chairman: I do not think it would be fair be circulate the material 
ow unless there is agreement that the sub-committee will first look at it in

- ®cra, and it would be up to the sub-committee to determine what they wanted 
0 do with respect to their sittings. I think it is a matter of justice to the persons 
oncerned in the claims that we should agree that the first meeting of the sub- 
°mmittee will be in camera, and then if there is any disagreement on that

P°mt among the members of the sub-committee they can always come back 
the main committee and have the matter reconsidered.

Well, gentlemen, this morning we will ask Mr. Drury to detail some of the 
nswers to the questions asked at the last meeting.

The Witness : The first question question relates to the number of enlist- 
into the active force from the reserve during the three fiscal years 1947-48, 

48-49 and 1949-50. I have some figures here for the navy and they were 34, 
and 48—not of any great significance—34, 32 and 48 in those three years, 

fortunately, in the case of the air force and the navy, there had to be recourse 
0 machine records and I was not able to get the figures taken off in the two 
ays available. The figures of this type of enlistment are likely to be not too 

aerate in any event and the only way to get a complete check is to examine 
the personal files of all the people who have enlisted in the active forces; and, 
w*6 case of the army now, the “A” branch is pretty well occupied with its 

rrent operation of processing large numbers through the reserve forces. It is 
a httic difficult.
i Next, the strengths of the reserve forces by years from 1919 to 1925. We 
av° the table of these.

Mr. Macdonnell: 
navY figures?
- The Witness: In respect to the navy and the air force, I said we will 
taVe to have recourse to machine records and 1 have not been able to get that for today.
, Enlistments and strength, reserve forces, for the years 1919-25. I am 
a timg this as appendix “A”.

leu (Appendix “A”: enlistments and strengths of reserve forces for the years
^‘9-1925.)

What was it you said about the air force and the

fho Chairman: You may carry on while these are being passed out.
The Witness: It will be seen from this table that it starts with the year 

st This is for the reason that we have been unable to find any records of 
Wngths in the reserve forces in the years preceding that. In the case of the 
vy the entry starts in 1924 The date of the first entry was the date of the



330 STANDING COMMITTEE

organization of the naval reserve. In the case of the air force no figures are 
show n at all because in those years there was no air force. The figures for the 
army running from 1921 to 1925 would bear out the point made that the reserve 
et ce in the immediate post war years declined, as have the rserve force figures 

in the immediate post war years after the second world war.
Mr. Macdonnell: Declined from what?
I he \\ itness: I said, there is a very slight decline in the figures shown for jj 

the period after the second world war. 1
■ fV1 Darkness: Yes, there appears to have been an increase for two years 

and then they declined again.
in ]921 FlBMING: Thc fi^ure for 1925 is actually a little higher than the figures

" itness: I was merely, Mr. Fleming, referring to the army alone. By 
the addition of the new service, the navy, they did go up.

Mi. I lem i no: Y es, it shows consistency and stability in the strength of the 
reserve forces.

itness: We have no figures on enlistments and wasteage in those 
years. 1 he only thing that remains of record is the strength.

-^r- I'^lton; On that point which was just made by the witness, between 
1 anc 192.) there is an over-all decline, just taking those two years only, 

ie army; and would say from a rough calculation it would be 108. So, in l92o 
there were 108 less men in the army reserve than in 1921.

Mr. Fleming: Aou are looking at the total.
The Chairman : e shall get the auditor-general to check the figures.
Mr. Fulton : All right then, 908, Mr. Chairman. 49,135 taken from 50,043 

makes a total of 908. So there was a decline of 900 odd from 1921 to 1925. Rut 
m the years in between there was an increase. 1922 is more than 1921 ; 1923 is 
more than 1922; and in 1924 there were still more than in 1921. So I do not think 
that, the trend there at all corresponds with the trend in the years 1945-46 on, 
where there was a decline of nearly 20,000 from the war time figure, from the 
figure of the last year of the war.

The Chairman: All right, are there any more questions?
•Mr. Fleming: That is a decline of less than 2 per cent in the NPA^ 

length between 1921 and 1925; I do not think any one can talk about that W 
terms of a serious decline. Whereas, if you look at the figures on page 88 of the 
latest report of the Department of National Defence, there is a decline. Consider 
a, comparable year to the end of the fiscal year 1945-46; it was down something 
like 20 per cent.

The Chairman : I do not know what point can be made out of that.

By Mr. Fleming:
Q. 1 do not know either; and if Mr. Sinclair were disposed to make a point 

oi it, he worncj have to go back and ask for expenditures on advertising and other 
forms of recruiting expenditure at the time for a further basis of comparison.—A 
I would suggest that it is unfortunate that our records do not go back to the 
years immediately subsequent to the war. The first figures we have arc for two 
years after the war. If we look at appendix No. 3 on page 88 of the report, the 
figures for two years after the war are 1947 and 1948. They are those of the 
new reserve force, and indicate a steady increase.

I he only point I was trying to make is that in the relative period for which 
we have statistics after the last war, there was, I agree, a very slight decrease! 
but nevertheless a decrease ; whereas for the same period after this war, there 
has been a steady increase.
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Q. If you are going to get it down to that basis, the figures you have just 
shown indicate an increase in the next year. I do not think there is enough 
information there to draw any satisfactory conclusion.

The Chairman: Anyway, conclusions would have to be drawn when we 
Prepare our report. So should we not carry on now?

Mr. Macdonnell : There was no advertising ; I would be very surprised if 
there was any substantial advertising in the twenties.
tl The Chairman: I think all this was brought to our attention by the fact 
that we were considering in this case the cost of advertising. And when we 
Prepare our report, that is an item which might come under our observation at 
the time, I mean the cost of advertising. But if wc argue the case now, we wou d 
have to do it all over again. So let us pass on to something else where we can 

the witness answers about some of the expenditures made by the department. 
Mr. Harkness: The only definite point established is that there were 

considerably more men in the army reserve in the comparable period after the 
first war than in the army reserve following this war, despite the fact that we 
have had an increased population.

The Chairman : Some people might argue: All right, but we had more 
over-all employment in Canada, and the situation was better. T hat argument 
®hght last infinitely if we got into that. So let us ask questions now from the
witness.

Mr. Croll: Are we not overlooking the fact that since then we have 
n air force which was not taken into account. There is a reserve for the air 
orce; and undoubtedly for the navy it is substantial.

Mr. Oampney: And a much larger active force.
The Chairman : Let us go on with the production of other answers.
The Witness: “The number of man days served in the reserve force in the 

Satnc three years.”
Unfortunately I have not got this duplicated, but I shall read out the 

number of man days for each of these three years by services.
First, the navy, 1947-48: 69,780; 1948-49 : 98,160; '1949-50: 108,060.
The army, for the same three years : 918,900 ; 1,062,660; and 1,238,580.
The air force for the same three years: 29,568; 54,320; and 126,112.
And the totals by years : 1,018,248; 1,215,140; and 1,472,752.

By Mr. Fleming:
Q- That is the reserve only?—A. This is the reserve force only.
These figures again are to some extent approximations, the best estimates 

vat we can make without consulting the individual pay records of every man. 
had thought that perhaps wre might be able to consult the pay records of the 

reserve force or the total pay accounts.
However, the rates of pay vary if not from man to man at least from rank 

^ rank, and within the ranks according to the different trade groupings the 
^n has. So it is almost impossible to strike an over-all total of the amount 
Pai(l out. We would have to go back to the pay records of every single man 
rn the reserve force.

By Mr. Pearkes:
Q. Those are just days for which pay was drawm. It does not take into 

account voluntary days given by a mam.—A. Voluntary days for w'hieh no 
pay was drawn?



332 STANDING COMMITTEE 

Q. Yes.—A. No. It would not be included.
Q. I think that is a pretty high per cent for the over-all reserve force.

By Mr. Robinson:
speaktnJof? (llA ' i^1"’ on® day’ during those three years you have been
speakmg oL-A am not sure; I shall have to consult with Captain Garrick.
day of pay ’ * mt lf you dnlled for two evenings, it was equivalent of one

Captain Garrick: I have not got that here, sir.
c itness. 1 here was a change, I know, made in the last year.

I could notnaaVATCK: ? Was made> 36 You say; but as to the time of change, 
1 coum not say; I am not sure.

riu \\ itness . You do not know when the change took place?
Ar. Fleming: The change to the three for one?
Captain Garrick: In 1950, I think.

By Mr. Pearkes:
Q. I presume that would also take into account days in camp?—A- ^ 

includes days in camp.
Q- And one day in camp would count as one day?—A. As one day, yes- _
Next: “Authorized establishments during these same three years.” * 

authorized establishments were the same for each of the three years.
In the navy, it was 7.500; in the army, it was 187,865; and in the air force, 

it was 14,500; making a total of 209,865.

By Mr. Fleming:
Q. For the reserve, only?—A. For the reserve only. And as I mentioned at 

the last meeting, those are ceilings beyond which the department cannot g° 
without getting further authorization.

In the case of the army, the figure of 187,865 was further limited during 
the year in question by order in council to 90,000.

Q. What year was that?—A. 1949-50.
Q. To 90,000?—A. Yes, limited to that figure.
Mr. Browne: What was the year again, please?
The Witness : 1949-50.
Mr. Hark ness: That was a figure of no significance because you never g° 

anywhere close to it.
The Witness: That is correct. Mr. Fleming asked a question : What waS 

the ceiling?
Mr. Fleming: I have some questions on this, Mr. Chairman. Would y°u 

rather that we leave them until we get this matter over?
The Chairman : Yes.
Captain Carrick : The ceiling was put on in August, 1947.
The Witness: The 90,000?
Captain Carrick: Yes; and it remains still in effect.
The Witness: Not only for 1949-50, but for all three years.
Mr. Fleming: What was the reason for the limitation of 90,000? What 

occasioned it?
The Witness: In 1947?
Mr. Fleming: For all these three years, yes.
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The Chairman : Was the decision taken by the government or by the 
department?

The Witness: It was a decision taken by the government and1 it was 
reflected in an order in council.

The Chairman: Then that is a matter of policy.

By Mr. Fleming:
Q. The witness can say whether it was a matter of policy or whether it 

Was occasioned1 by some circumstance, and if he knows the nature of the 
circumstance, he might tell us.—A. I do not know the particular circumstance.

Q. You do not know why this limitation of 90,000 was carried through 
j'hese three years, while the authorization remained at 187,865?—A. I do not 
know.

. Captain Garrick : The instructions about 90,000 were the result of minutes 
01 a meeting of the Treasury Board which give an indication of the reason.

Mr. Croll: It is not much help, I assure you.
The Chairman: It is just more cutting of expenditures.
Mr. Croll : Very significant.
The Witness: In the year 1949-50 the objective at which we aimed within 

that ceiling—Mr. Fleming, you enquired'—was a complete complement of 
officers, warrant officers and N.C.O.’s, and 'an average of 50 per cent of the men. 

Mr. Fleming: 50 per cent of what?
. Mr. Croll: Establishment.

Mr. Fleming: Authorized establishment or limit?
The Witness: Authorized establishment.

, Mr. Fleming: We could very simply work that out. That would be 3,750 
°r the navy ; 93,932 for the army; 7,250 for the R.C.A.F.; or a total of approxi

mately 105,000 for all three years.
Mr. Croll: Well, Mr. Fleming, you are using the wrong figure?
Mr. Fleming: I asked the witness about that and he said it was the 

a u t ho ri zed 'est a b 1 is hn lent.
The Chairman: Let us get the witness to clear it up himself rather than 

hist speculate.
The Witness: The authorized establishment for the armv was, during 

those years, limited to 90,000.
The Chairman : Your aim was half of the establishment?
The Witness: No, Mr. Chairman, it would be more than half the establish

ment, It would be—
The Chairman : Half of the men and all of the officers—

, The Witness: All of the officers, all of the warrant officers, all of the 
YC.O.’s, and half of the men.

I do not know offhand what the breakdown would be within a unit or in 
j minus units as between officers, N.C.O.’s, and men but it would be more than 
Ulff of the total unit strength.

By Mr. Fleming:
Q. I thought your answer was clear—that the half was applied to the 187,865, 

the authorized establishment rather than half of the 90,000, the limit imposed in 
August 1947?—A. No, half of the limit.

Q. Half of the 90,000?—A. Yes.
Q. Very well, what your objective was, as far as the reserve army was con- 

Ce>’ncd, was 45,000?—A. Reserve army—no, it would be more than 45,000. 1
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~^ore extent that you wanted 100 per cent rather than 50 per cent
of the officers, warrant officers, and N.C.O.’s?—A. That is correct. * 11

Q. That would bring it up to about 49,000?—A. That is the figure I am not 
sure of, but 49,000 to 50,000 would be a rough figure.

By Mr. Richard (Ottawa East) :
Q. Is that not the figure I suggested the other day, Mr. Drury?—A. I think J 

\ °u suggested that 45,000 would be an adequate size for the reserve forces. We 
are talking here only of the army.

Q. Well what would the other amount to?—A. The other forces? I will get 
my paper here. I he figure shown here for the navy reserve is 3,600, and for the 
air orce reserve 2,300. That would raise the actual strength in this year by 
another 6,000.

Q. Yes, something around 50,000?—A. Now you asked me whether this 
\\ou i >e a desirable figure. I would not like to give an opinion on what should 
>e the strength, the optimum size, of our reserve forces as of today.

Mi. I llton: Mr. Chairman, if you take Mr. Drury’s figures of the number 
of man-days for the army alone—I have not had time to work this out for the 
e tins and divide that by the number of men shown in the reserve army ftF 

ie three years m question, you get, in round figures in 1947-48 an average of 
-7 days per man; in 1948-49 the figure is 44 days per man; and in 1949-50 it « 
r ?nyV,e: n>arj , would like to ask the witness if he can tell us how to account 
01 } le j , at there was an encouraging increase from 1947-48 to 1948-49—27 

to 44—and then drop from a 44 back to 28 in 1949-50?
v ^ *le. Witness: \\ell, I am not sure the arithmetic that you have done, Mr- 

u on, eads to the conclusion that you have suggested. 30 days training were 
authorized during this particular year.

By Mr. Fulton:
Q. tor each of those years?—A. Yes, during each of those years 30 days 

naming were authorized, whereas the way you have worked it out different 
numbers of days training were done.

Q. I am taking an average number of days per man. You gave us a total 
m inan-days for each of the years. If you take the army figures you gave us 
and divide by the number of men in the reserve army for each of those years 
} ou get, m round numbers, the figure I have given—which would indicate on an 
average 27 days per man were done in the first year, 44 in the second year, and 
28 m the thud year. 1 am wondering why there is an increase from the first to 
the second year and then a drop from the second to the third year?

Captain < arrick: I do not know what figures you are using, Mr. Fulton, 
but we used the average strength for the year.

Air. ]• llton. I used the figures for the army reserve as given on page 88 of 
the department s annual report.

Captain Caurick: Well, we worked out the average strength for the year. It 
actually works out to 30 days for each one of those years.

Mr. Fulton: Y ere the figures Mr. Drurv gave us the authorized training 
days rather than the actual training days?

Captain Garrick: No, we worked on an- assumption, we will say. It ’s 
estimated that they did complete 30 days because some were allowed more and 
some probably did not train that much, so we used 30 days as a basis. We do 
not guarantee its accuracy but we think the figure is fairly close.

Mr. Fulton: In effect what you did was to multiply the average strength 
for the year as shown on your departmental figures by an"average day’s training 
per man of 30?
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Captain Garrick: That is right.
Mr. Fulton : In other words you just averaged or assumed each man had 

received 30 days training?
, Captain Garrick: Yes, we could not do it otherwise, unless, as Mr. Drury 

^nl, we looked at each individual man’s pay documents which are in Area or 
Command headquarters and not at Ottawa.

Mr. Fulton : Would it be fair to say that what you have given us as best 
y°u can is simply an estimate based on the assumption that each man did in 
a°t receive 30 days training?

Captain Garrick : That is correct.
Mr. Fulton : The figures themselves do not show the man did receive that 

much training?
. Captain Garrick : No, we cannot state that it is absolutely accurate but 

1118 Pretty close.

By Mr. Fulton:
,. Q- I have another question on the figures you gave us, Mr. Drury. I 
hmk you said in answer to General Pearkes this included the 14 days in camp 

each year?—A. ■—10 days in camp.
Q- It is just 10 days and not two weeks?—A. There are actually 10 days 

ln oainp but there will probably be travelling time on top of that.
Q- That will leave the assumption then, and I think this must all be 

^sumption on your basis, that there are 20 days left for the rest of the year— 
A" 20 days local training.

. Q- For the rest of the year?—A. There is in addition to that, as I will 
S l°w in answer to another question, in the case of the army an additional 15 
aays training authorized for a part of the reserve army to take care of special 
c°urses over and above local unit training and the unit camp training.

Q. Well may I ask whether it is possible, because 1 think thesé figures 
ai^e important, to get a return of the actual man-days training for the reserve 
arrny for the three years in question, rather than an estimate based on the 
assumption that each one receive 30 days training?

The Chairman : The witness has said that would take a long time and 
Inquire checking the individual records. We may ask for it but we will get 

a l°ng time from now.

By Mr. Fulton:
Q- I will ask the witness whether it involves more than a request or 

'Active to Areas that they produce the figures? Would not the Areas have 
'ose figures showing how many men actually received training in each Area in 

. '6 reserve? Would they have to go through a long process to get that 
'"formation?—A. They themselves would have to consult.—other than in some 
c8,1868—the individual records.

Q- They do not keep it?—A. Well, some of them would be able to turn 
'e figures out very rapidly but others would not and would have to go through 

8 Process of computation.
Q- Well could we -ask you then to make a request and see at least what 

. „u can get without a very long process of computation. If you can get the 
'"formation from 5 or 6 Areas we might possibly be able to take that as an 
8verage

The Chairman : You will only get a few figures and that will not give us 
'""ch. We had better ask whether we can get the information. It will not leadto a"y conclusions if we only get- it from one or two Areas.
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The V itNess : Administratively I think it would be quite difficult to say 
in a general instruction which has got to go out through five army Commands 
and a whole lot of sub-Areas: let us have what information you can gb'e 
without too much trouble. A return on that will be ‘nil’ all the way around. 
I am afraid. 1 hey are busy preparing for summer camp and other things, and 
you have got to be very precise as to what is wanted or it will not come in.

By Mr. Fulton:
Q. One thing which docs surprise me is that the figures are not kept on 

a uniform basis by Areas and Commands—so that if you knew how long it took 
one to get the information you would know how long it would take the other to 
get it. A. C aptain Garrick may correct me but I do not think there is anj 
requirement to keep unit records so as to show the total of man days served. 
Ii that were a statistical requirement they would all be kept on a uniform 
basis. However, you are asking for information for which, hitherto, them 
has not been a requirement.

Mr. Macdonnell: How do you arrange the pay?
I he W itness: The pay is a matter of individual accounts. On the total 

pay we make an estimate—an over-all estimate based on past performance, and 
it is a little high or a little low depending on how things go. Each man’s pa) 
account is a separate account—it must be, and it is very precise.

Mr. Pearkes: AXhen was that system introduced? In the old days y°u 
always used to have a unit pay sheet. They were all down on the unit pa) 
sheet which showed exactly the number of days trained by each man in a unit- 
All you would have to have done—I am talking about a few years back now 
and it has probably been changed since—but all you would have to have done
in those days would be to have added up the total number of days on that 
unit pay sheet.

The W itness: I am sorry, General Pearkes, that I am not familiar with 
the actual pay arrangements as at present and it may be that they could ë°
back to the pay sheets for those three years and take off all these actual man 
days.

!

By Mr. Fulton-.
Q. W ell, Mr. Drury, do units, including reserve units, not have to keep 

some form of training state so at the end of the year they themselves, on their 
own records, can show the number of men who have received so many day6 
training. A. I he index of training received is the state of qualification of a 
man. Some men may take 25 or 30 days training and reach a given standard, 
and others only about half of that to reach the same standard. What we 
are really interested in is the condition of the man and not the amount o 
exposure he has had to training.

Q. No, but surely each unit must keep a parade state as they have their 
nightly parades to show how many men attended?—A. That is correct.

Q. And then you cannot say that some got good training or some bad °r 
only partial, you have to assume that each one who attended received the fm1 
exposure for that parade. So could you not compile the total parade states i°T 
the year? Do not the units do that?—A. It could be done. I am not saying that 
we cannot get this information but we would have to go back to the units to.d° 
it and that would involve inevitably some amount of work on their part, diggi®° 
out the records of four years ago, three, and two years ago.
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By Mr. Harkness:
Q- These unit pay sheets were still in effect three years ago. I remember 

signing one certifying that it was correct, and sending it up to Command head
quarters. I should think that must be at Command headquarters.—A. As of 
three years ago I would imagine that perhaps the records may well be con
solidated I agree, Colonel Harkness.

Q- That would be for the year 1947-48. I dio not know about subsequent 
years.—-A. I do not know about the subsequent years. Now, this information can 
^ obtained. I do not want to give the impression that it is not obtainable. It 
ran be, but it does involve a certain amount of work across the country; how- 
ever> if the committee feels it is important we will get it.

By Mr. Fulton:
Q- It seems to me it should be possible to get that information without too 

niuch work, because I understand that units keep these figures either in the form 
Pay sheets or a combination of parade and pay sheets, and I would imagine 

that they would surely be turned into Area or Command headquarters at the 
®nd of the year. I do not like to disagree but I doubt that it would be necessary 

go right back to units to get that information. I think possibly we should 
ascertain that,—A. I will do that.

Q- I will be glad if you will.

By Mr. Macdonnell:
Q. I would just like to make one comment on this arising from the question 

that Mr. Harkness and Mr. Fulton asked. What troubles me is that you 
sPeak of estimating things and averaging things. Surely, when money is being 
Paid out there must be an actual figure available and I would have thought 
lUs?t as it has been indicated by others, that those figures would start from units, 
unless you think the reports from units would' be too optimistic. Otherwise, I 
w°uld have thought the whole thing would build up to the final figure and it 
WouM not be necessary to give averages.—A. In respect to the pay, payment is 
,nade on the basis of very accurately determined conditions of service, and this 
Service is verified on the spot by local paymasters. They do not pay on the 
basis of averages but on accurate records in respect of all this.

Q. That is what I would expect.—A. And these records are available; but 
what Mr. Fulton would like, though, is that these records be consolidated to draw

a total figure. Now, I say that can be done and we are going to try and do 
^ but it has not been done to date.

By Mr. Robinson:
Q. How does pay get down say to the battalion level? My recollection is 

juat the battalion commander or battalion paymaster was put in funds on the 
>asis of the parade states for the previous two or three months. Is that correct 

()c not?—A. The paying is done by the paymaster; and I am not quite sure by 
'mat you have in mind, by the term “putting in funds”. An estimate is made 
at the beginning of the year, a forecast of the total amount of reserve force 
service for which payment will have to be made, and on the basis of this forecast 
avocations of money are made to Commands, and the Commands make it to their 
Various subunits
T Q. My recollection was we had a pay parade about every three months and 
i think we had to send in a parade state and that we were put in funds on the 
basis of that parade state. In other words they had a fairly accurate idea of how 
jbuch pay we would require for a certain period.—A. The payments are made on 
he basis of parade states, that is correct.

Q. I thought that was the case.



338 ST AX DI XG COMMITTEE

By Mr. Fulton:
Q. Just to make it clear what I want: I want to know how many man-days 

training were actually completed in the years in question by reserve force units, 
the total. I imagine you would then ask your command areas for the total in 
their own areas and each would collect them on down the line.—A. Yes. F°r 
each of the three services?

Q. No, the only one which I have any interest in at all is the army. 'A 1 J

By Mr. Pearkes:
Q. It is possible you might find this information in the annual report sub

mitted by the Command headquarters. I know that before the war annual 
reports wrere turned in by each district and they gave in those annual reports 
the number of days trained, so it is possible that you might, looking through 
the annual reports of the districts or commands, have it all available at your 
own headquarters.—A. In so far as those are precise rather than estimates, they 
will be acceptable?

Mr. Harkness : Yes.

By Mr. Macdonnell: i j (I
Q. Would it be fair to say that when we get a statement from the minister 

in the House as to the number of days trained that that is not an actual figure 
but that it really is an estimate? We were told you took as a convenient figure 
thirty days training, if I remember the figure. Now is it fair to say that when 
the minister is giving us figures as to the number of man-days training those 
figures are based on estimates, and he is" not giving us actual figures at all 
A. It would depend on what he said. If he said that there was in the reserve 
force so many men and they were authorized to carry out thirty days training 
a year it does not necessarily mean that each of these men would all do thirty 
days training; some may not.

Q. Then the total figure of days training, as I understand it, is based on 
the assumption that each man does thirty days training. Is that corect? A- 
That is correct. Now, it is not based on the assumption that every man °n 
strength does thirty days ; the assumption is that the average strength as shown 
on strength returns completes the training for thirty days. .;

Mr. Harkness: All this does not give a very clear picture as to how much 
time they put in. It does not give us a good picture.

The Witness: The total number of man-days?

By Mr. Browne: I
Q. You do not seem to be giving us a very clear picture of the reserve 

force training. At least I do not seem to be able to get it from these figul’eS'
Have you got it yourself?—A. Well, I hope I have.

Q. Perhaps you could tell us then. You see, this arose over the dis
crepancies in the enlistments. For instance in 1947-48 there were 11,000 enlist' 
ments in the reserves, in the army; in ,1948-49, there wrere 19,000 enlistments, 
and in 1949-50 there w-ere 19,000 enlistments, nevertheless the total numbers J 
had declined after the three years. There was a big turnover.—A. Yes, there 
was a big turnover. The total numbers 'had risen over the three years, bu 
there was a substantial turnover, I agree with that. Now, as I said, not all tj'e 
men shown on the strength of the reserve forces were present at every parade-

Q. How many were? That is a negative statement, and does not give u" 
anything.—A. That is the figure that Mr. Fulton wants us to obtain precisely- 
The estimate we have here is made on the basis of reports1 from Command6 

for -the year. For the army in 1949-50, 1,238,580 man-days. Divide that b> 
thirty and you get an effective average strength of 41,300.
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By Mr. Harkness:
Q. Well, is this not really the situation-—we will bring it down to the basis 

°r a u,nit so that we might understand it better: at one period in the year 
|011 had one hundred men on the roll and at another period of the year you 
, ad jjOO men on the roll, so you had an average on the roll during the year of 
Wo hundred, and you multiply that two hundred by thirty in order to get the 
lumber of man-days. That essentially is what has happened is it not?—A. Well, 
le average is obtained, I think month by month, is it not, Captain Garrick?

, 'Captain Garrick: It is obtained, from month to month, on a high and low, 
ow> and multiplied by thirty.

By Mr. Harkness:
Q- Yes, but you see you had an average of two hundred men per month 

a the roll—the variation does not matter—let us say there were two hundred
month. Now, irrespective of how many days those men actually trained 

”j multiply the two hundred by thirty in order to get your figure of man- 
ays?—A. No, I would qualify that; not the average number of men, on the 
hs but the average effective strength, and by effective strength I mean the 

„e°Pl° turning out for training. Now, this might foe less than the total number 
011 the rolls.

Q- What you do actually, you might have two hundred men on the roll 
d the average which turned out for drill was one hundred, so the figure you 

°uld multiply by thirty is the one hundred?—A. That is correct, 
n Q- That actually then is the figure that Mr. Fulton has- been asking -for, 
Qje numfoer of men who actually turned out for training.—A. It is in the area 

the figure that Mr. Fulton wants. When you take an average and multiply 
j °y a constant factor, if the -answer is precisely correct it is coincidental.

hmk you will find that on the strength of this precise -examination- we are 
8 lnS to make the answer will be substantially as given in -this sheet here, 
u The Chairman : Are we satisfied with that? Can we now carry on with
ttle answers?

Mr. Macdonnell: No, I am sorry—
ag Mr. Richard (Ottawa East) : Mr. Drury, did you give us your figures 

b to how many recruits enlisted in the active force, who came from the reserve?
The Witness: I gave that figure for the navy but have not yet been able 

§et it for the army and the air force.

By Mr. Macdonnell:
r Q- I still have this question. When Colonel Harkness asked you about 
w average which I think was the method you were using you said, “no, we do 
y _§° by .that average, we take it by people turning out for training—I took 
fror Wt?rds down. Now, that seems to imply that you are not proceeding 

m th;s principie ,0f average or average strength but that you have before 
actual record of people who turned out for training. Now, I am 
between these two; which is it?—A. In relation to pay, pay is paid 
man by his unit on the basis of his actual performance, individually 

2d. These figures here that I have given represent the monthly average 
strength as reported to us by Commands multiplied by the number 

timUays Gaining in the year. Now, we do not use these figures, these averages, 
1%GS days of training, for pay purposes at all, this is .for statistical 
n Poses. The pay is based on actual, individually determined performance. 

I made that clear?
b-hinl ’ ^es’ * think you have, but I am still not clear on this final point. I 

k you have the actual figures, at least I understand you have, for purposes 
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of pay. Having those figures then I do not see how these averages, particular y 
these thirty day averages come in. I know there are people in this room wj!° 
know more about these matters than I do, but I feel that this is a rather opti
mistic figure. However, that is by the way.—A. Well, the figures for pay aie 
not brought into headquarters and collated here. .1

Q. I am still perplexed as to why you cannot give me the actual figure 
rather than these averages.—A. We can and we are going to work that ou | 
for Mr. Fulton in answer to his inquiry.

By Mr. Fulton: I
Q. For purposes of comparison might I ask you on what you based the 

figures given in your annual report; for instance, let us take that 
figure of 43,047 for the reserve army; is that the average strength during t 
year, or is that the number on strength as of the 31st of March, 1950.—A. That is 
correct. It is the strength as of the given date. , jl U

Q. And is that the actual nominal roll strength rather than the Par^. g 
state strength, the strength on the rolls?—A. It would be the strength on 
rolls, as I do not think they held parades on that particular date just to dete 
mine the figure.

By Mr. Fleming: , I
Q. Just thinking in terms of your expression about approximation, 

actual figures you have submitted this morning are not put forward as 
actual statement of the man-days served in the reserve forces in the «n 
years in question?—A. No, I think I made that clear when I gave the >
Mr. Fleming. «I

Q. Well, the important question is how close an approximation may be ma ■ 
Actually, it is quite clear, is it not, that this cannot be taken as reflecting 
any degree of accuracy the number of man-days actually served in the reser 
forces in these three years?—A. I have suggested to Mr. Fulton that they can a 
should be ; and you will find, I hope and I am pretty sure you will find, that w 
we do this computation from the bottom up they will be substantially 1 
same. Æ

Q. Well, probably we had better reserve judgment on that until we can g 
the other figures—A. Well, that is my opinion anyway.

Q. Are you going to put such a statement in?—A. Yes. ^ '
Q. I would like to ask a question about the authorized establishments,^ 

Chairman. It relates to the last appendix which went in. Comparing m " 
authorized establishments with the figures of actual strength in the reserve f°* ^ 
at March 31, 1950, I see you reduced your objective in the navy of one hm 
the authorize! establishment. Will you not say generally that your °bjec ^ 
was just one-half of the authorized establishment?—A. Well, if you will qu? ^ 
that in every instance, by saying one hundred per cent officers, warrant omc 
and N.C.O.’s, I would agree.

Q. And just looking at that table would you say you had realized that obj j 
tive in each of the three years under review?—A. As applied to 1949-50, yes' | j 
am frankly not sure what the precise target was we were aiming at in I*1 
other two years. I only have the one year which you were asking for. y

Q. Well, take this year 1949-50. In that year I think you said your 
objective was in round figures 50,000 for the reserve, although actually the ng 
of strength on March 31, 1950 was 43,000—is that correct?—A. That is corre^

Q. I wondered whether it was—oh, I see, your objective so far as 0 
ranks are concerned was 50 per cent of the authorized establishment?—A- 
authorized establishment is a rounded unit establishment.
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By Mr. Harkness:
Q. By that you mean units at full strength?—A. The unit complete; the 

complete unit. , , A ... , , .
Q. Yes, and up to strength?—A. And up to strength ; the establishment is 

quite independent of strength, the establishment is the size and shape of the unit 
required to do the job.

By Mr. Robinson:
Q. And that changes from time to time?—A. This changes on occasion, 

depending on thp re-assessment of the means needed to accomplish the purpose 
tor which the unit exists.

Q. And there is a difference in your terminology as between establishments, 
between what you call a peace time establishment and an authorized establish
ment, is there not?—A. There is a difference between a war establishment and a 
raining establishment.

Q- No, that is not what I meant. As I understand it, headquarters from 
jjnie to time lays down what they call the establishment of an infantry battalion ; 
t lere are so many men in a platoon, so many platoons, so many platoons in a 
rompany, and so many companies make up the battalion, and so on. That is 
"mat I understand was the establishment, at that time, of an infantry battalion ; 
an'l when you are speaking of authorized establishments you mean something by 
Way of complement to which the battalion commander is authorized to recruit 
dnd pay men for training—A. That is correct.

Q- That is what I mean, there is a difference between army establishment 
an(' authorized establishment?—A. War establishment is the term generally 
ased; it is the organization of the unit required to do the job in war. Now as 
,ar as the reserve force is concerned, the important thing in these years in ques- 
J?n to achieve was the training of the reserve force personnel, and in particular 
'hat was referred to the other day as the officer cadre. Their training takes 
°me time, and it was regarded as more important to try to give training to that 
ype rather than to the private soldier whose training can be accomplished in a 
lrIy short time ; and, generally speaking, those whose training requires a long
'o are the officers, warrant officers and N.C.O.’s; the men can be taken from 

vilian life without any previous military experience at all and trained to be 
8htmg soldiers in a comparatively short space of time. For that reason the 
'hphasis of getting one hundred per cent of the complement in relation to officers, 
Utrant officers and N.C.O.’s has been stressed and only fifteen per cent of the men. 
°w in order to train officers and N.C.O.’s you had to have a certain number 

if +uen’ ^ey ™ust have men to drill in the form of platoons, company's and so on, 
j. -'icy arc going to get the necessary experience. That is the particular reason 
n0|i having one hundred per cent officer, warrant officer and N.C.O.’s strength and 
n^ fifty per cent men.

By Mr. Fleming:
, Q- Just to sum to it, Mr. Drury, in arriving at- your objective you started 

, yith an authorized establishment for the three services. First of all, at the 
cgin,ning of this three year period, or close to the beginning of it, your objec- 
Xe was -a little less than half—out of an authorized total of 187,000 your 
Jective was roughly 90,000. Then you cut that further and the whole 

authorized establishment was reduced down to fifty per cent for other ranks— 
nd, a® you say, one hundred per cent for officers, warrant officers and N.C.O.’s 

X~and then you were left with an objective of something around 60,000, I should 
oppose—62,000 or thereabouts—would it not work out at?—then you arrive at 

c end of this period with a total strength of 49,000 after having spent a sub- 
a®tial amount of money on advertising and other recruiting expenses?

85657—2J



342 STANDING COMMITTEE

Mr. Croll: Your question should be worded the other way around, should 
it not; after spending a great amount of money on advertising and other 
expenses you get this net equivalent at the end? Isn’t that what you mean?

Mr. Fleming: No, I think my question is clear, I was merely putting into 
summary form what we have been told.

The Witness: As I understand your question, what you wish to suggest, 
is this: that in spite of spending money on advertising and many other efforts 
we did not achieve our objective one hundred per cent. That is correct.

By Mr. Fleming:
Q. Well then, to go back to the book again, it is not a correct statement 

of what was done and what was achieved; or, rather what was aimed at and 
what was achieved?—A. What was aimed at—

Q. In the way of strength?—A. In the way of strength, was less than what 
was achieved. What was aimed at was less than what was achieved.

Q. I do not follow that in the light of these figures.
Mr. Croll: You mean that the other way around.
The Witness: Excuse me, that is not what I meant; what I meant to 

say was that what was aimed at was more than what was achieved.
Mr. Harkness: Actually what you aimed at was not 62,000. Mr. Fleming 

said that you aimed at 72,000. You aimed at a full establishment for the navy 
and the air force and got only fifty percent—and according to the figures 
given by Mr. Fleming that would be. around 90,000—so that you achieved 
actually less than fifty per cent for the army?

The Witness: No, we did not aim at a full establishment for the navy 
nor for a full establishment of all the units of the air force.

By Mr. Fleming:
Q. I took that fifty per cent as applying to all three services, isn’t that 

correct—for other ranks?—A. No.
Q. That is for the other units?—A. No, this is only for the army.
Q. Well then, you had better tell us what the objectives worked out to 

in the three services was, so we can have—A. Figures?
Q. Yes.—A. I would have to break that down.
Q. You gave fifty per cent as a round figure for the army?—A. Yes.
Q. And the navy authorized establishment was 7,500, what was y°ur 

objective there?—A. That, Mr. Fleming, I am sorry, I do not know here.
The 'Chairman: We better have these questions considered by the witness 

so that he can bring the accurate figures. For the last fifteen minutes or halt 
an hour we have been assuming this and assuming that and we have just been 
dealing with calculations made on the table without much work or direction-

Mr. Fleming: Oh, a lot of work, Mr. Chairman.
The Chairman: Yes, .a lot of work, a lot of brain work; but I think the 

witness should have an opportunity to bring in exact answers so that we can 
make accurate deductions when we are preparing our report, and so we can 
arrive at this or that conclusion. I do not think at this moment it would be 
fair to the witness or the department to assume that we have the complete and 
correct information. I do not say that with, any intention of criticizing 111 
any way the questions being put. It is the right of members to ask any ques
tions they want to, but in doing that I am sure we all want to be fair to the 
witness and the department. I suggest we had better ask definite questions 
and get definite answers. I think it would be better to give them an opp°r" 
tunity to provide exact answers. I think that would be fair.
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Mr. Fulton : I have a number of questions I would like to ask if we have 
nislied with the answers.

The Chairman : I think we have a number of answers to questions which 
le witness is now ready to give.

Mr. Harknkss: There is one other question I would like to ask about this 
■ty per -cent business. I take it that applies in the army -as a whole, but not 

0 particular units. If there was a particular unit which was able to recruit its 
u" complement of officers and N.C.O.’s, and was able to get, let us say, 75 per 

cent °f its normal peace-time establishment; you did not, after they got up to 50 
Per cent of their men, say to them: You cannot recruit any more—A. This was 
D°f a limitation but an objective; and if any unit could exceed these figures it 
"’as heartily welcomed.

Mr. Bareness : That is the point I wanted to bring out.

By Mr. Robinson:
Q. Was there not a limitation of pay?—A. There was a limitation oif pay to 

actual establishment, the unit establishment, but not on this basis of 100 per cent 
officers, N.C.O.’s, and warrant officers, and 50 per cent men.

, Q- I understood a unit would be given instructions that it could only take 
0 camp so many men and pay so many men at summer camps; and if they 
ecruited over -that number, they bad difficulty with the pay arrangements.—A. I 
Unk I am safe in saying there were very, very few, if any, instances where a 

Un>t wanted to take more men to camp than there was pay for them.
Q- I understand that.

By Mr. Fleming:
Q. Were there any?—A. None so far -as I know. Some units may have 

assumed that they could not take more, and may have turned some away. Others 
""ght not have interpreted the instructions correctly ; but it would certainly be 
a§ainst the philosophy of the services.

By Mr. Harkness:
,, Q- It comes down to this, that from the over-all point of view, as far as 
)e reserve army was concerned, there was this limitation of 90,000.—A. There 

Was a limitation of 90,000?
Q. Yes, but in actual practice, from the actual practical point of view, 

a»y unit which could recruit up to its full -peace-time establishment, was encour- 
a§ed' to do so, and did so.—A. That is correct.

Q. So, from a practical point of view there was no limitation. A. Well, 
rem a practical point of view this limitation did not operate to restrict the 

""its coming up to their establishment.
The Chairman : Have you any further answers?
The Witness : “The strength of the UNTD, COTC, and UATP for the 

"a"1e three years.”
> Again, I have not had an opportunity to have this material duplicated, so 
t shall read it. I think Mr. Fleming asked -this question :

1947-48, for the UNTD, which means University Naval Training Division, 
^47-48, 992; then 937; and 1,150. The COTC which means Canadian Officers 
""aining Corps, 1947-48, 1,393; then 1,583; and 1,838. Then the UATP which 
"'"ans University Air Training Plan. 1947-48, 40; then 236; and 837.

The totals are: 2,425; 2,756; -and 3,825.
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authorized for local training, camp training in 1949-5UThe periods 
were:
mane^Tntvaî^tâblishment.1811*8 ^ ^ PCr year in a shiP or otlfer ^

for certa^nffl^’ 3?T r^?’, including camP, plus an additional 15 days training 
includtg Ï5 a^amp •°’S ^ Speciali8ts- And for *hc air force, 65 days,

of officer'G.,m?, ref,pect the next question a document showing the number 
who attende! c. " K r ran^'s by corps of the Canadian Army Reserve Force 
_iqrr, >> p amP, and above this is- "Allotment of training time reserve force
which win LflÜS® the clerk of the committee will distribute this document 
wnich will be filed as appendix B.

(See appendix B)
While this is being distributed as appendix B, I wras also asked for the 

average length of service of men in the reserve force as of the 31st of March, 
1950. We can get this from the machine records, and it is being produced f°r 
the navy and for the air force. But it will be difficult in the case of the army >n 
that we will have to go out to the commands again. However, if the committee 
wishes this information to be sought in the case of the army, the average length 
of service in the reserve army, it will be sought from the commands.

By Mr. Fleming:
Q. I think it would be interesting information in the light of the evidence 

a the last meeting. It is just a question of how much work is going to be 
involved m gathering the information. Would you say that it looked to be a 
big task A. I think it would involve, I do not know how many man hours.

Q. Could we just leave it for consideration, Mr. Chairman? I have aske 
the question ami I can probably let you know7 about it at a later meeting.

The Chairman : About wdiat?
Mr. I-lbming: If I am prepared to ask that the time be spent in gathering 

the information.
asked?16 ^ HAIRMAN: F*068 that cover the different questions which have been

. Fhe Witness: A es. I was going to say with respect to appendix B that 
this paper has been done quite rapidly since last Tuesday ; and in sub-paragraph 
B there is a reference which reads: “See sub-para, (e).” But there is no sub' 
para (e). I he reason those words appear is that this document was copied fm® 
a policy paper Those words Should be elided. And again, in sub-para, (c), 
the second and third lines it read's: “see sub-para, (e) ” and that too should be 
elided.

At the bottom of the sheet there is given the “Camp Attendance Reserve 
Force, by corps in the summer of 1950.”

By Mr. Harkness:
Q. Have you figures with you which you could give to us to add to this »s 

to the number of regiments in each of these corps, particularly the armoured, 
artillery, and infantry ! I mean the number of regiments we have in 
reserve army in each corps?—A. By corps?

Q. Yes. I think the minister said yesterday there were 60 infantry battal' 
ions at least; and I would like to have the figures for the armoured and the 
artillery and any others which are equivalent.—A. The number of units by 
corps?

Q. Yes.—A. Yes.
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Q. The thing that struck me was that the number of infantry men who 
trained totalled 3,981, while the total artillery was 3,587 which was nearly as 
many. So I was wondering whether there were as many or nearly as many 
artillery regiments as there were infantry battalions, and so forth. A. 1 sna 
Set you those figures, Mr. Harkness.

By Mr. Fleming:
Q. I do not know whether this purports to be a full answer to my question. 

I do not think it covers nearly as much ground as I did in my question^
I am looking now at page 285 of the “Minutes of Proceedings and Evidence ; 

and I read as follows:
Mr. Fleming : .............I have several questions. -How many officers

and other ranks, separately, in branches of the reserve army were 
authorized to train at all summer camps in the summer of 1949-50?

First of all, I asked for the number who were authorized to train. And then, 
0ver the page, on page 286, on line 7 I read:

Mr. Fleming : And my second question is: How many actually 
went, that is, again, broken down as between officers and other ranks. 

And then a little further down, on line 14, I read:

By Mr. Fleming:
Q. And my third question is: How many units of various kinds 

carried out competitive unit- training at the reserve army camps?
“B“ ^en the chairman limited the answer to one summer camp. Appendix 

shows only the actual attendance. I would like to know concerning the 
cers and other ranks who were authorized to train, and who attended the 

aimer camps for training.—A. The number authorized, as I think I mentioned 
me time ago, would be the total number desiring to go.

By Mr. Harkness:
roll r^1'at is> the total number on the rolls?—A. The total number on the 
: s- If a unit could go to camp with its full establishment, it would be author- 

Cc to go with that full establishment.

By Mr. Fleming:
Q- Well, your reserve army strength at this period was, in round fig- 

res> 43'000.—A. That is correct.
Q- All of whom would be authorized to take summer camp training. But 

i°u had only 11,241 officers and other ranks who attended ; so you had approxi- 
«lately 25 per cent strength taking summer camps; that is, the over-all for the 
entlre reserve army?—A. That is correct.

Q. About 25 per cent?—A. About 25 per cent.
, Q- And some of those officers and other ranks would be there, I take it, for 
v a part of the authorized period. There are always some who can go for 

jjtte week but not for the next week.—A. There are instances where both officers 
nc* other ranks do not attend the full period of the camp.

, Q. And the figure you have given here indicates the number who attended
either all or a part of the period allotted for camp training?—A. That is

Q- So, in terms of the total period authorized for camp, the results might 
efi show that less than 25 per cent over-all strength were at camp at any onetime-;—A. That is technically correct, but I think the implication is a little

gof'o/3'1"’ ^ *s t*ie Practiee of reserve personnel attending camp only to
Part of the training.
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Q. No, not a practice ; but it is a situation you are always running int®! 
because some men cannot go for the whôle period, and the same applies to 
officers.—A. It is the exception rather than the rule. m

Q. I am not suggesting it is the rule. It is a situation I am sure every 
reserve unit is running into not at all infrequently. It is a problem every 
reserve army commanding officer faces. We may take it then the maxing® 
strength is about 25 per cent of the number on enrolled strength?—A. rhe 
attendance at camp was roughly 25 per cent of the enrolled strength. „ (

Q. Would the witness bring the answer to my third question?—A- Ves’
I apologize for not having that. My notes were- not quite complete.

Q. Yes, I appreciate that you are trying to answer questions at the sam 
time as you are taking down notes, but it appears at page 286.

Mr. Fulton : I would like to ask some questions possibly for answers ncx i 
week. I want to go back to the breakdown which Mr. Drury gave us o 
recruiting expenses paid to various publicity agencies. In going through tn 
detail of the public accounts report starting at page N-55, Mr. Drury—

The Chairman : Just a moment, I will get a copy so the witness may have 
it in front of him. It is on page 261?

By Mr. Fulton:
Q' [ am afraid I have not the number in the printed report. I find two or 

three other payments to publicity agencies which you have not listed and I an? 
just wondering if you would mind checking to be sure they are not to be included 
•wooinc' . Pa8e N-55 there is shown Associated Screen News, Montreal 
©o2.28o.9o. A. ^ es, I mentioned that once before. We spent money for fil®= 
lor training or educational purposes and which were not classified as recruiting 
expenses.

Q. Are you satisfied that the money paid to that company was foj 
training films—if so I am satisfied too?—A. I will look into it and if I am not 
satisfied I will let you know.

QJ.h„en °n PaKe N"61, Metropolitan Broadcasting Service Limited, Toronto, 
#zy,l7o.z4r—A. Yes.

Q' And on page N-61 also, the National Association of Broadcasters, 
Washington, D.C., $13,230.

The Chairman: National what?
I'Ulton: National Association of Broadcasters, Washington, D&> 

$13,230? If that was not for recruiting, I wonder if you would tell us what 
it was for. - »

I he \\ itness: I recall this item. The National Association of Broadcaster» 
were the owners of a building on “N” street, I think, in which the joint milita1"^ 
staff in XV ashington was housed, and this is a payment in relation to rental ot 
the building and it has nothing to do with broadcasting at all.

Mr. Fulton : 1 he others may be the same, but if you can get information 
I will appreciate it. Next is not in connection with publicity or recruiting 
expenses but I am afraid it will be quite a long question. I thought of getting 
it written out and then T thought that would not be fair because I would be 
asking a question to which some members might object and the only xvay * 
can do it will be by reference to the items on these pages.

I wonder, Mr. Drury, if you would get information as to the article5 
purchased from the suppliers listed and I want to know what was actually 
purchased from these companies whose names I will give you.

The Chairman : Just for the purposes of the record has that anything 
do with one of the items we have taken—I have no objection.

Mr. Fulton: No, it has not.

!
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The Chairman: Would it not be better to take that at the next meeting 
the one after when I hope we will get into figures and break down this book 

with a certain amount of practicability. You might put the question now, but 
to start digging here and there in the book without any order would not be 
fair to the members. I think that once we have finished with these general 
questions, which we have listened to for seven or eight meetings, we might 
start at the beginning of the book and look into the $384 millions on page X -5 
and get down to' it in some sort of orderly fashion.

If each member goes haphazardly here and there it will not be fair to 
the other members. You might put your question as notice now and when we 
come to this type of expenditure the answer will be ready to be handed in. That 

18 just my suggestion for being fair to all of the members. Once we get through 
with the witness on the general questioning we might get down to the actual 
expenditures on page N-5 and break those amounts down into details on the 
Pages that follow. If you put your question now the answer would be ready 
then. On that basis I have no objection.

Mr. Fulton: My questions are in respect of items from suppliers who 
received $10,000 or over: Starting at page N-55 there are quite a number. 
Fllrst, The A'hearn and Soper Company Limited, Ottawa—I think the quickest 
Way would be for Mr. Drury to put a tick beside them.

The Chairman : It takes a few seconds to find the names.
Mr. Fulton : The Ahearn and Soper Company Limited', Ottawa, $13,000. 

ff I may just interject here there are a number of American suppliers listed 
ai)d 'the total amount paid would be considerable. I wonder, when the witness 
answers the question, whether he would mind putting the American suppliers 
together in one section of the report.

Next is Air Industries Incorporated, Arlington, Virginia, $23,000.
The Chairman : Aircraft Industries—
Mr. Fulton : No, Air Industries Incorporated. Next is Aircraft Engine 

w Parts Corporation, New York.
The Chairman: It would save the time of reading if you were to say “all 

American firms” and then we could get the report. We might, if that is what 
you are trying to find out, just have the general question asking for the details 
j! whatever has been bought from American firms. It would save time if you 

not mention specifically now each firm but just ask the general question 
the details of items concerning all the American firms.

Mr. Fulton: I think I will see if I cannot have a list typed out and have 
sufficient copies for circulation to all members.

The Chairman : If you give your list to the witness he could have it 
Diemeographcd with: the answers and it will save you the trouble of preparing copies.

Mr. Fulton : Well, if the committee has no objection, and as it has been 
suggested by another member, perhaps I could have this list typed out and 
circulated1 at the next meeting, I will give a copy to Mr. Drury if no other 
Member has any objection to it.

The Chairman: I have no objection to that.
Mr. Fulton : There is one other question I would like in particular and 

that b purchases; from Levy Auto Parts Company Limited, Toronto.
The Chairman: Do I understand that you want the details for all 

American companies?
Mr. Fulton: Yes, and this is in addition.
Mr. BenidickSon: He is going to make a list.
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Mr. Fulton: I would like to ask for the details of purchases from Levy 
Auto Parts Company Limited, Toronto.

The Chairman: What page is that on?
Mr. Fulton: N-60. The total is $236,167.61. What items were purchased 

that were previously sold to that company as surplus war assets, and for what 
price?

The Chairman : Now we are getting down to figures.
The Witness: This will involve a certain amount of inter-departmental 

consultation in that Crown Assets Disposal Corporation gets rid of these things 
and Canadian Commercial Corporation bought them back.

Mr Fulton: Could you get them sorted one against the other—what they 
were sold for and what they were bought for when they were repurchased?

Die Chairman: Not necessarily for the next meeting but as early as 
possible?

Mr. Fulton: Yes.
The Chairman : If there are no further questions the meeting stands 

adjourned until Tuesday next.
The committee adjourned to meet again Tuesday, May 15, 1951 at 11.00

a.m.

!
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APPENDIX “A”

STRENGTHS 
Reserve Forces

Navy Army Total
(NPAM)

1921 ................................................................................. i..................... 50,043 50,043
1922 ......................................................................................................... 54,951 54,951
1923 ......................................................................................................... 53,317 53,317
1924 .......................................................................................... 717 50,508 51,225
1925 .......................................................................................... 999 49.135 50,134

Prepared by: 
ND Vers Stats 
RAC/7024 
10 M ay 51

APPENDIX “B”
ALLOTMENT OF TRAINING TIME CANADIAN ARMY RESERVE FORCE—1950

The allotment of training time was as detailed hereunder :
A training period of 30 days is .authorized for all ranks.
Of the 30 days authorized in sub-para (a) above, 10' days may be spent at annual 
camps by 15,000 all ranks.

(c) An additional 15 days training is authorized for 29,600 all ranks divided proportionately 
among Commands. This period is specifically .allotted for the training of officers, NCOs 
and selected other ranks, i.e., tradesmen and key specialists.

(“) The following training may be conducted in addition to that authorized above subject 
to personal approval by Officers Commanding Commands. Authority for additional 
training may be delegated to Area Commanders personally. Pay for this training 
must be found from within Command allotments for 1950-51 which is based on that 
provided for training in sub-paras (a) and (c) above:
(i) attendance at Active Force Schools of Instruction.

Oil) attendance at or participation in special training, demonstrations and exercises.
(iii) attendance or instructing at courses conducted at local headquarters.
(iv) administrative work in furtherance of unit training.

CAMP ATTENDANCE RESERVE FORCE 1950

RCAC 
RCA . 
RCE .
RC Sigs 
RCIC ., 
RCASC 
RCAMC 
RCOC . 
RCEME 
RCDC .
C Pro C
C Int C ... 
RCA CH C

Offrs Ors Total
339 1.068 1,407
920 2,667 3,587
46 353 399
70 275 345

912 3,069 3,981
109 448 557

79 313 392
30 94 124
30 229 259

5 1 6
12 81 93
32 48 80
11 11

2.595 8,646 11,241Total
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ADDENDUM

QUESTION ASKED BY MR. FULTON OF THE DEPUTY MINISTER OF 
NATIONAL DEFENCE IN PUBLIC ACCOUNTS COMMITTEE

What was the nature of the materials, equipment, manufacturing rights, service, etc., pur
chased from the following persons or corporations as shown at pages N-oo to JN-ua or 
Public Accounts for the fiscal year 1949-50?
A. In the United States:

Air Carrier Service Corporation, Washington, D.C.............................. ..............
Air Industries Inc., Arlington, Va...........................................................................
Aircraft Engine and Parts Corporation, New York, N.Y....................................
American Electioneering Co., Los Angeles, Cal......................................................
American Instrument Co. Inc., Silver Spring, Md.................................................
Arrow Sales Incorporated, Chicago, Ill.....................................................................
The B.6. Export Corporation, New York, N.Y.....................................................
Electric Motors Corporation, Indianapolis..............................................................
J. E. Fouchaux Company, New York........................................................................
G. & M. Equipment Co., North Hollywood...............................................................
Gleason Works, Rochester...........................................................................................
Graflex Inc., Rochester................................................................................................
Jack & Heintz Precision Industries Inc., Cleveland................................................
P. R. Mallory & Co. Inc., Indianapolis........... ..........................................................
McElroy Manufacturing Corporation, New York...................................................
National Association of Broadcasters, Washington, D.C.......................................
North American Aviation Inc., Los Angeles...........................................................
Northern Electric Equipment Co., Toledo.............................................................
Northern Radio Company Incorporated, New York..............................................
Clarence E. Page, Oklahoma City............................................................................
Presto Recording Corporation, Hackensack, N.J.....................................................
Radio Ham Shack Inc., New York............................................................................
Scott Testers Inc., Providence, R.I.........................................................................
Southland Aero Supply Company, Norfolk, Va.....................................................
Sperry Gyroscope Company, Long Island.................................................................
Superior Air Products Co., Newark, N.J................................................................
The Technical Materiel Corporation. New York...................................................
Texas Engineering & Manufacturing Co., Dallas, Texas........................................
Thompson Products Inc., Cleveland............................................................................
United States Steel Export Company, New York.................................................
United States Treasury Department, Washington, D.C.....................................
Willys-Overland Motors Inc., Toledo.......................................................... .............

B. In Canada and Elsewhere :
The Ahearn & Soper Co. Ltd., Ottawa....................................................................
Associated Screen News Ltd., Montreal.................................................................
Ross Baker Motors Ltd., Vancouver..........................................................................
The Berec Battery Export Co. Ltd., London, England............................................
Department of National Revenue..............................................................................
Royal Canadian Mounted Police..............................................................................
Canadian Pratt & Whitney Aircraft Co. Ltd., Montreal....................................
Canadian Shipping Brokers Limited, London, England......................................
Canadian Wm. A. Rogers Ltd., Toronto....................................................................
The Foundation Company of Canada Limited, Montreal....................................
Gilbert & Morrison Travel Agency, Ottawa...........................................................
Hoi born Trust Company Limited, London, England...............................................
Horne & Pitfield Ltd.. Calgary..................................................................................
Hudson’s Hope Co. Sales, Fort. St. John, B.C.......................................................
Johnston Motor Co. Limited, Vancouver...............................................................
Levitt-Safety Limited, Toronto..................................................................................
Levy Auto Parts Company Limited, Toronto...........................................................
Metropolitan Broadcasting Service Limited, Toronto............................................
Moffats Ltd., Weston. Ontario.....................................................................................
Mount Enterprise Limited. Montreal......................................................................
Seaboard Advertising Co. Ltd., Vancouver...............................................................
Tree Surgery Co. Ltd., Montreal................................................................................

12,268.43
23,269.55
46,870.00
83,832.94
10,877.81
41,256.59
19,983.73
14,250.00

162.385.73 
28.851.03 
10,827.30 
30,516.25 
62.585.10 
19,072.12 
34,934.35 
13,230.00

142.313.07
11.063.25
96.180.73 
26,506.66
59,990.13
18.284.68
10,952.0»
54.980.04
92.959.77
15,016.00
22,746.63
15,562.54
37.272.45

4.91 
5.95 
6.42 
7.80
1.41 
6.02
7.92 
4.76 
7.53
8.41 
8.64

U In the case of Levy Auto Parts Company, Limited give a break-down showing groups of 
classifications of items purchased and total value of group or classification, purchase price 
each group or classification or single article where only one of a type is involved, which 
the said articles, groups or classifications were sold initially to the said company as surplus 'var 
assets and the price for which the same were so sold.
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MINUTES OF PROCEEDINGS

House of Commons, Room 430, 
Tuesday, May 15, 1951.

The Standing Committee on Public Accounts met at 11:00 o’clock a.m. The 
Chairman, Mr. L. Philippe Picard, presided.

Members present: Messrs. Ashbourne, Benidickson, Beycrstein, Blue, 
Boivin, Brisson, Browne (St. John’s West), Campney, Cauchon, Croll, Fleming, 
eraser, Fulton, Holme, Kirk (Digby-Yarmouth), Macdonnell (Greenwood), 
Major, Picard, Richard (Gloucester), Richard (Ottawa East), Riley, Robinson, 
Sinclair, Thatcher, Weaver, Wright.

In attendance: Mr. C. M. Drury, C.B.E., D.S.O., E.D., Deputy Minister 
°f National Defence ; Mr. A. Ross, Associate Deputy Minister.

The Committee resumed consideration of the public accounts relative to 
the Department of National Defence for the fiscal year ended March 31, 1950.

Mr. Drury’s examination was resumed. Mr. Ross, assisting the witness, 
gave. certain precisions on specific matters arising out of Mr. Drury’s 
lamination.

And the examination of Mr. Drury still continuing; the said examination 
Wa$ adjourned to the next meeting.

, At 12:50 o’clock p.m., the Committee adjourned to meet again at 4:00 
0 clock p.m., Wednesday, May 16.

ANTOINE CHASSÉ,
Clerk of the Committee.

(
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MINUTES OF EVIDENCE
House of Commons, 
May 15, 1951.

The Standing Committee on Public Accounts met this day at 11.00 a.m. 
The Chairman, Mr. L. Philippe Picard, presided.

The Chairman: Gentlemen, we have a quorum.

Mr. C. M. Drury, C.B.E., D.S.O., E.D., Deputy Minister of National 
Defence, called :

The Chairman : Before we start, Mr. Drury has a correction to make with 
respect to a statement he made last week.

The Witness : Mr. Chairman, at the last meeting I stated that the original 
Policy in respect of reserve force training had been to count two days’ local 
gaining for one day’s pay and that this had been changed to three days’ train
ing to count for one day’s pay. I was wrong. It has been and still is two days’ 
*°cal training to count for one day’s pay—I should really say two nights’ local 
training.

Any parade—any morning, afternoon, or evening drill parade 'counts as 
“alf a day. Therefore, two such parades will count for one full day’s pay. If 
the local unit has a local exercise or a local camp at which any member of the 
reserve force is out for a morning and afternoon, or an afternoon and evening, 
those two periods will count for one full day’s pay.

I have not yet got the information regarding the 'balance of the questions 
ssked, Mr. Chairman, as it is still being dug out.

The Chairman: Now, gentlemen, where do we start?
Mr. Fleming: Just to clarify that, an evening on a weekend scheme or 

Anything like that would never .count—one could never get more than one 
‘Vs pay out of a day in reserve training?

The Witness: That is correct.
The Chairman: Mr. Fulton has circulated a list of firms to the members.
Mr. Fulton: Yes.
The Chairman: I wonder if we are ready for that or is it too early to

Proceed?
Mr. Croll: Let me direct Mr. Drury’s attention to page N-7 of the book.
The Witness: N-7?

. Mr. Croll: “Procurement of tank spares from the government of the 
nited States of America”—a little way down the page, just below the figures.

The Witness: Yes, sir.
,,. Mr. Croll: Now, there is an explanation here. Can you explain to us why 

118 was necessary?
Mr. Thatcher: Excuse me, just before you start on that, Mr. Chairman, 

re you going to go through this book?
Mr. Croll: Have you something before this?
Mr. Thatcher: Not particularly, but are yeu going to call each item?

353
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Mr. Croll: Well do you want to do it that way? I will agree.
Mr. Thatcher: Well, starting with item 1—
The Chairman : First of all there is no item 1 but we have page N-5 if 

we want to start on it now. I am quite enthusiastic that we should get down 
to our own work—“appropriations and expenditures” which we have on page 
N-5, which is the summary of the $387 million.

Up to the heading “demobilization and reconversion” there are only $14 
million covered. That amount covers grants to military associations, battlefield 
memorials, and things like that; pensions to certain persons, civil pensions 
and so on; the Militia Pension Act and tilings given under the Militia Pension 
Act. I did not think there would be anything contentious there. If you want 
to go into that, all right, but I think the main item we are going into is demo
bilization and reconversion on page N-5, and the details on page N-6 and the 
following pages.

I wonder if it would not be fair to start on the top of page N-6, with the 
first item, “departmental administration". A little further on would be “army 
services”, “naval services”, and “air services”, which would refer us to the later 
pages in the book.

I wonder if the members have any particular questions on the page so 
far? I do not think there are any as to whether we grant pensions to so and 
so, or that so much was given in payment under the Militia Pension Act. I do 
not think there is anything contentious on that. It has all been ruled on by 
commissions which have studied the cases.

The real meat of the matter is the amount for demobilization and reconver
sion, which includes the whole pay for the army and so on.

Mr. Thatcher: Mr. Chairman, very respectfully, I think it will only take 
a minute if you will start on N-5 and let Mr. Drury explain.

The Chairman: If the committee wishes, but we are losing a lot of time. 
If the committee wishes, however, let us start at N-5.

Mr. Fleming: May I ask a preliminary question? I do not know whether 
Mr. CrolPs enquiry related to something that was capable of an immediate 
answer or whether it was something that would require some digging and a 
return being made later. If that is so I think it should be put on the record.

Mr. Croll: When we get to it. If Mr. Drury is not able to give an answer 
he can procure it for me.

Mr. Fleming : It is just a few items away.
The Chairman: Well, if you want to inquire why the Minister of National 

Defence received $12,000 for salary and motor car allowance you may go ahea 
and ask it.

Mr. Browne: May we ask why the pension to Robert Allen was increased 
from $192.50 to $193? ‘

The Chairman: Is that to illustrate my point that we should skip this
Mr. Browne: I was just wondering what it was. It may be a very 

pension that should be increased more than that.
The Chairman : $193. as against $384 million.
Well, gentlemen, what shall we decide? Do we have any questions on 1NT'0'
Mr. Browne: I am serious about that, Mr. Chairman?
The Chairman : Yes, but it will come in due course. You are on the I*1

line.
Mr. Thatcher: I would»move, Mr. Chairman, that you call each line an 

see if there are any questions.
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Mr. Fleming : Are we going to work at all from the pages of the summary 
or are you going to ignore that?

The Chairman: My personal idea was to ignore the summary and to start 
with the details. I thought the first part was non-controversial so I imagined 
Wc would start with page N-6 and call the pages that follow.

“N-13, Minister of National Defence—salary and motor car allowance,
$12,000.”

Mr. Fleming: I was going to ask a question on N-4.
The Chairman: Then let us go back to N-4. We might enquire then on 

N-2, the summary, if you feel there is anything to be gained by going back 
there. I wanted to get to the details as fast as I could to give you meat for 
controversy.

Mr. Fleming: There is never controversy, Mr. Chairman.
Mr. Croll: Not with Mr. Fleming.
Mr. Fleming: We are men of peace.
The Chairman: What is the proposal? Do you want to start at N-2, right 

at the beginning—Department of National Defence, Summary?
Mr. Fulton : Let us do it that way; it will save time.
The Chairman : Very well, if you feel it will save time:
Current year’s transactions affecting the net debt accounts of Canada.
Carried.
Transactions as reflected in the open accounts of Canada.
Carried.
Page N-3. “Revenues—comparative summary.”
Mr. Sinclair: There is just one thing I would like to ask here. I notice 

there are no cadet fees under air service—that is at the bottom of page N-3 and 
at the top of page N-4.

The Chairman: We are still on N-3.
Mr. Sinclair: It is all the one item.
The Chairman: Oh, yes.
Mr. Sinclair: Under “army services” there is an item for cadets’ fees, 

$17,100; under “naval services” there is an item for cadet’s fees, $62,000; but 
t do not see any cadet’s fees paid by the air force.

The Witness: There are no cadet fees as such paid by the air force.
Mr. Sinclair : But this is Royal Roads—R.M.C.
The Witness: The reason for that is the financial administration of the 

hinds to finance Royal Military College are found out of allocations of money 
lo the army and the funds for Royal Roads are found out of moneys allocated 
h> the navy.

By Mr. Fulton:
Q. I see “settlement by Trans-Canada Air Lines re aircraft damaged 

^hile on loan”. Did you overpay T.C.A.? You obviously recovered something, 
h'hat was the reason for that recovery?—A. We loaned a North Star to Canadair.

Q. That is right?—A. And in the course of their use of it they damaged 
h- It was repaired by us and they refunded the cost of that repair.

By Mr. Fleming:
May I ask a question just on that point. Where Transport Command, 

F., provides services for government departments—we will say trans- 
P°rting ministers and senior personnel anywhere, what is the accounting as

_ Q. ,,
R.c.a.f.
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between the two departments concerned?—A. The normal policy is, where 
special aircraft are provided, to charge to the department for which service is 
provided the out of pocket expenses.

Q. Just the out of pocket expenses?—A. Yes.
Q. What do the out of pocket expenses cover?—A. Fuel, living expenses of 

the crew, cost of repairs and servicing where it is carried on in establishments 
other than R.C.A.F.

Q. They do not pay any portion of the pay and allowances of the personnel 
on the aircraft?—A. No.

Q. Nothing toward overhead?—A. No. The reason for that is that most of 
these flights are regarded as training operations for Transport Command in any 
event.

Q. Is there any record kept of the service of that nature provided by your 
department for other departments?—A. As a sort of complete record?

Q. Yes?—A. No. We have not got it tabulated that way or an account cast 
up that way.

Q. In what form is it kept on the books of your department?—A. It is 
included in the operating expenses of Transport Command.

Q. Is there any record which indicates the extent to which other depart
ments have called on your department for that service, and the extent of the 
service rendered by your department?—A. Well there are a considerable number 
on file—a considerable number of requests for this type of service, some of which 
are denied for one reason' or another, and some of which are acceded to. Some
times, when the other government department finds what it is going to cost they 
decide they do not want it. Other requests are acceded to—and accepted.

The Chairman: Some people say they cannot hear you.
The Witness: I am sorry. There is no record as such of all requests and 

the action taken on them—a running record. However, there are requests 
scattered through the files.

By Mr. Fleming:
Q. Would you have a record of those services actually rendered?—A. 

Actually performed.
Q. Would it be a big task to prepare a statement of those for the com

mittee?—A. No, we could do that. It would involve work but it is not an 
impossible task.

Mr. Croll: Well, Mr. Drury, on this, when you are compiling the state
ment would you indicate to us the requests that Were not acceded to, as we'll as 
those that were acceded to?

The Witness: We can, Mr. Croll.
Mr. Croll: Put it in the same return.

By Mr. Fleming:
Q. What would be some samples of the reasons why you would reject 

requests for such services coming from other departments—A. Principally la0*1 
of avail-ability of aircraft.

Q. Where you have aircraft available you try to comply with such requests 
from other departments?—A. Yes, within the famework of a general exception 
that in so far as possible it is desirable for anyone and everyone, other than the 
services, to make use of commercial transport if it is available.

By Mr. Macdonnell:
Q. Why is that? What I mean is why should you use commercial transport 

if it is available instead of other transport if it is available?—A. There 
objection, quite naturally, and this is perhaps something to which the Departmen
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of Transport should speak rather than myself. There is objection on the part of 
commercial carriers to the services getting into the business of air transport in 
competition with them. It does not seem fair in some instances, that they should 
establish all the facilities necessary to provide a regular service and then have 
another air transporter come in and move their traffic for them.

Q. That would include T.C.A.?—A. T.C.A., C.P.A., and other air lines.

By Mr. Fleming:
Q. I suppose that is quite natural—T.C.A. does get revenue out of trans

porting government personnel, as they do out of non-government personnel?-—A. 
That is correct.

Q. How many persons are there within the Department of National Defence 
who are entitled to air transport on official business—that is air transport pro
vided by Air Transport Command, R.C.A.F.?—A. Well, in so far as the regular 
runs are concerned, anyone travelling on official business can travel that way.

Mr. Croll: What do you mean- by regular runs? Explain “regular runs”, 
will you?

The Witness: The R.C.A.F. operates a regular run between Montreal and 
Goose Bay for their own purposes. There is what is called a scheduled run.

Mr. Fleming: Is that daily?
The Witness: It is not daily, no. It is nothing like daily. I am not 

sure of the frequency, I would have to find that -out. This aircraft carries freight, 
Mail, and personnel to and from Goose Bay. When an official or an officer of the 
department has to go to Goose Bay he is entitled to travel on this plane or to be 
authorized to travel on this plane if there is .space.

Mr. Croll: Is that the only one you have?
The Witness: No.
Mr. Fulton : You have a run from Edmo-nt-on to Whitehorse?
The Witness: I do not know all the others but I do- know there is one 

across to Edmonton from Montreal, and there is also a scheduled run up to 
Whitehorse.

By Mr. Fleming:
Q. Well, take the case of those scheduled runs. What officials of the depart

ment or officers of the services are entitled to< use that service? And, then will 
>’ou tell us about the right to use R.C.A.F. transport in the case of non-scheduled 
services? Who are entitled to that privilege and on what basis-?-—A. In the case 

the scheduled runs I think I have just explained that anyone who is travelling 
on duty is entitled to use it if there is space.

Q. Anybody where?—A. Anybody in the department.
Q. Anyone in the services?—A. Ï am including them. In the case of non- 

scheduled runs it is for ministerial decision in each case.
Q. In the report you bring in can you enlarge on that and give the com

mittee some idea of the extent of the use that is made of R.C.A.F. transport 
services by officials of the department of personnel of the services—apart from 
me earlier request for particulars of the services -of that nature provided for 
other government departments?

The Chairman : I have not said a word while all this has been going on 
but may I ask for the co-operation of members of the committee so that we may 

, keep to items before us. We are on an item onw of revenue for air services. We
come to- the -other items just mentioned later. I let the question pass and I 

have no objection now, but I would ask the co-operation of all members. You 
will have time to ask the questions on other items when- they are called.
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At the moment, we are on the details of revenue for air services. We are 
now extending ourselves to details that can be found in the pages from N-16 on. 
I do not want to interrupt or to bother anybody at this moment but I wonder if 
we could not get the co-operation of members and try to keep to the agenda. We 
are on page N-4, revenue for air services, and in a few moments we will come 
to “appropriations and expenditures” and get the details.

Are there any further questions on page N-4.
Mr. Fulton: Yes. I see: “sales of photographs, $69,000,” under “air 

services.” Does that include, Mr. Drury, work which the air force did for the 
department which was then Mines and Surveys, I think, or would those be sales 
of photographs to the trade?

The Witness: I might ask Mr. Ross.
The Chairman: Would you speak on that, Mr. Ross?
Mr. Campney: If we are going into expenditures perhaps Mr. Ross should 

be at the head table.
Mr. Ross: That represents photographs taken by the air force and sold to 

individuals or to departments or provincial governments, or to anyone who may 
wish them.

Mr. Fulton : Then the item “other services and fees”, would be an item 
which would include any payment which you might receive from the Department 
of Mines and Surveys if they had commissioned or requested you to do an aerial 
survey.

Mr. Ross: Yes.
Mr. Fleming: I would like to ask about the item “miscellaneous sales’ 

$185,000 odd. What type of sales are those?
Mr. Croll: Mr. Chairman, we are now entering into the details.
The Chairman : We are on revenue.
Mr. Croll : We are entering into details which Mr. Drury is not expected 

to have at his fingertips or in his head and I suggest that his departmental man 
who knows about it should sit alongside him for the purpose of briefing him.

The Chairman: I have no objection to that at all. Would you care to have 
Mr. Ross up here?

The Witness: I would.
The Chairman : Mr Ross, would you come up to the table with your 

material, and would you give the reporter your full name and position?
Mr. Ross: I am Alex Ross, associate deputy minister, Department of 

National Defence.
The miscellaneous sales, Mr. Chairman, are payments made for the sale of 

meals, for the sale of swill, for the sale of kitchen by-products -and other 
miscellaneous things.

The Chairman: Do they all relate to food?
Mr. Ross: No, there is the sale of meals and the sale of swill. The meals 

are meals sold to civilians.
Mr. Fleming: But it is all food.
Mr. Ross: Yes.
The Chairman : Are there any further questions on page N-4?

By Mr. Thatcher:
Q. Mr. Chairman, this defence research board—what has that got to do 

with the National Research Council? Is it the same thing or a subsidiary °r 
what?—A. No, it is neither the same thing nor a subsidiary.
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The National Research Council is a council set up by a special Act and is 
responsible to the Minister of Trade and Commerce, the present chairman of the 
Council is Dr. C. J. Mackenzie. The Defence Research Board is a board set up 
originally by a special Act and now under the authority of the National Defence 
Act, and is responsible to the Minister of National Defence. They are both 
research organizations but, in the case of the Defence Research Board, there is 
special emphasis on research and development in connection with defence 
activities. The National Research Council covers the entire field of research.

Mr. Thatcher: Can you explain, Mr,. Drury, what is this sale of materials 
and supplies, $40,000?

Mr. Fleming : $50,000.
Mr. Croll: $40,000.

By Mr. Thatcher:
Q. $40,000 odd?—A. Most of this represents the sale of meals at the 

experimental station operated by the Board at Suffield.
Q. Do you have many active service personnel engaged in this or are they 

mostly civilians?—A. They are mostly civilians in the Defence Research Board. 
There are no active service personnel employed as such by the Board. There 
are some of them seconded to Board—active service personnel who have special 
qualifications. The Board itself is a fairly large one, on which sit the three 
chiefs of staff.

Mr. Macdonnell: How does it come to have quarters to rent?
The Witness: There is accommodation at certain establishments which we 

have rented out, particularly to contractors and contractors employees who are 
doing work for,the Board.

Mr. Macdonnell: It is property in the name of the Board.
The Chairman: May I ask where we find “CARDE” in this book? And 

what does that mean?
The Witness: Canadian Army Research and Development Establishment.
The Chairman : Where do we find it? Is it also a research branch or research 

department?
The Witness: It is one of the divisions or unit establishments of the 

Defence Research Board.
The Chairman : Are there any further questions on page N-4?
Mr. Thatcher : Yes. Mr. Drury, I wonder if you could tell us during this 

fiscal year what this Defence Research Board discovered or accomplished?
Mr. Croll: Mr. Chairman—
The Chairman: We will come to their expenditures later on.
Mr. Thatcher: They spent $20,000,000.
The Chairman: You mean in the year under review?
Mr. Thatcher: Yes, that is right. What work did they do? If you want to 

leave it until we come to N-45—
The Chairman : We are coming to their expenditures which will be found 

later on.
The Witness: The record of its activities was- contained in the annual 

report of the department for the year ending March 31st, 1950, beginning at 
page 77.

Mr. Croll: Good.
The Chairman : Are there any further questions on page N-4?
Mr. Thatcher: We will get the answer to that when we come to it. I shall 

wait until we come to page N-45.
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By Mr. Fleming:
Q. I notice several items under “Air Services”, the second item, for example, 

“refunds on contracts resulting from cost audit or re-negotiation, $61,041.05”. 
Are those wartime or post wartime contracts? In other words, is it a hold-over 
from the war years, or does this item arise in whole or in part out of contracts 
awarded in post war years?—A. I am pretty sure they cover both war contracts 
in re-negotiation as well as post war contracts.

Q. Are you in a position to indicate in general the situation in respect to 
wartime contracts, whether they have all been cleared up as to cost audit or 
re-negotiation, and also indicate what the position is with respect to post war 
contracts in that regard?

The Chairman: As far as air services are concerned.

By Mr. Fleming:
Q. Yes, it is much larger in the air service, for instance, than it is in the 

navy and in the case of the army. I do not see anything for the army there 
arising out of cost audit or re-negotiation.—A. I think it is pretty safe to say 
that the cost audit and re-negotiation of wartime contracts was, as of the date 
of this report, virtually complete.

Q. And what is the position with regard to post war contracts?—A. It is a 
recurring event.

Q. Apart from this' last year or so, when the volume of wartime contracts 
has begun to rise again, could you give us some indication as to the trehd 
of these re-negotiations, let us say, as to post war contracts?

The Chairman : Is this in the hands of the Canadian Commercial Corpora
tion Or of the Department itself?

The Witness : Re-negotiation is in the hands of the organization which made 
the contracts. In this case it would be, in almost every instance, the Canadian 
Commercial Corporation.

By Mr. Fleming:
Q. That would be with respect to the post war ones?—A. With respect 

to the post war ones, yes.
Q. Have you as a department anything to do with the re-negotiation such 

as supplying information to those who are re-negotiating, or do you simply 
receive the results of their efforts?—A. No. We participate in these re-negotia
tions and are aware of them, but we are not responsible for them.

The responsibility for the negotiation of the contract and for its 
re-negotiation lies in this case with the Department of Trade and Commerce.

Q. How many personnel of your department, if any, are assigned especially 
to the task of cost audit and re-negotiation of contracts?—A. The cost audit 
is carried out on behalf of the Department of Trade and Commerce by treasury 
officials and not by our people at all.

Q. And does the same apply to re-negotiation?—A. The same applies 
to re-negotiation. I am sorry ; I am talking now about the cost audit. It 
there should be re-negotiation, not on an audit basis at all, it would not be done 
by treasury officials.

Q. Cost audit applies to all your cost plus contracts, whereas re-negotiation 
applies in certain special cases, to a type of contract entered into during the 
war in many cases. I gather then that while your department is consulted 
in negotiations, you have not any personnel who are charged with this kind of 
responsibility.—A. Re-negotiation, no.

Q. Or cost audit?—A. No.
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By Mr. Macdonnell:
Q. In the case where it is not merely a question of cost audit, I presume 

you apply certain mathematical percentages and work it out in that way; 
whereas in other cases where it is a matter of re-negotiation, are you just 
absolutely at large, or are there any general principles which you follow? 
Or is it just a case of by guess or by God?—A. I would hesitate to enunciate 
a policy followed with respect to negotiation which is not a policy of the Depart
ment of Trade and Commerce.

Q. Yes; but you are aware of, I think, or in touch with the results?— 
A. With the results and also with the progress.

By Mr. Fleming:
Q. Do you have to pass approval on any settlement as a result of 

re-negotiation?—A. The final settlement we would, as we are the eventual 
paying authority.

Q. Does that come just to your top officials in the department?
The Chairman: Gentlemen, this has got into a private conversation 

between two members and the witness, and the people who are a bit far away 
cannot hear what is said. Do you mind speaking a little louder? You have 
a strong voice.

By Mr. Fleming:
Q. Yes, Mr. Chairman, I was asking about the persons in the department 

who deal with this matter'. Do they give the approval of the department, in 
the case of re-negotiation? I assume the senior officials of the department only 
are the ones concerned with the decision.—A. Who gives the approval or who 
recommends the approval? There may well be in respect to details compara
tively junior officials in the department who are concerned and have special 
knowledge.

Q. Does your department enter seriously into a review o'f the -factors leading 
UP to re-negotiation, or is it a perfunctory matter, giving departmental approval 
to what has been largely done by the Canadian Commercial Corporation?

By Mr. Macdonnell:
Q. How often do you have to over-rule the Right Hon. Mr. Howe?—A. -All 

^-negotiations not based on cost audit have reasons of substance. It is primarily 
the responsibility of the Department of Trade and Commerce to negotiate the 
original contract, hence the responsibility for its re-negotiation on a more 
favourable basis rests essentially with them.

Now, I do not much like the expression “perfunctory”; but we do not, I 
agree, make -a thorough investigation of all the circumstances connected with 
the re-negotiation of contracts. Our function is really, mainly the providing of 
^formation which would be of assistance to the Department of Trade and 
Commerce in effecting re-negotiation.

The Chairman: They were the responsible parties for the contract origi- 
n'ahy, so they are the responsible ones for seeing to the re-negotiation.

Mr. Macdonnell: They are merely agents.
The Chairman : Yes, but they have authority under the Act to pass on the 

contracts and to re-negotiate them. I wonder if it is not a question which 
Mr. Fleming might allow to stand until we come to the Canadian Commercial 
Corporation people, since it is mainly their task, while the department just 
helps them with information and so on?
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By Mr. Fleming:
Q. In how many cases has your department withheld approval of re-negotia

tions concluded on its behalf by the Canadian Commercial Corporation?—A. I 
do not know of any case where the Department of National Defence has refused 
to give approval to re-negotiation.

The Chairman : Are we through with N-4?

By Mr. Fleming:
Q. I want to ask a question about the rental of lands and buildings, Mr. 

Chairman.
Who in general sets the rents? What is the rule followed?—A. In most 

instances where buildings can be made available to lease for revenue, there is 
a call for tenders in respect to the particular building.

Q. You say “in most instances”. Is there any reason why it is not done in 
all cases?—A. Well, I can think of instances where in certain localities there 
would be only one lessee who could be contemplated ; a building that we might 
have, let us say, at Fort Nelson, or at some other isolated spot. There is only 
one person who would be interested in renting it. So there is not much purpose 
in calling for tenders.

Q. Those are isolated areas, I take it, you are referring to.—A. Yes.
Q. Now, what determines the amount of rent in a case where you do not 

call for tenders?—A. What we consider to be a fair and reasonable rental related 
in so far as possible to prevailing commercial practice.

Q. Obviously, as deputy minister, you cannot deal with these cases, so who 
is on the job locally, to advise you of what is a fair rent for the department to 
set? What rules are followed? Do they get any advice on these matters? Are 
there any rules laid down to be followed in these negotiations?—A. The authority 
to sign leases for buildings which we are able to lease has not been delegated to 
the field. Generally leases have to be approved1 and signed at Ottawa.

In the matter of advising as to what is a fair and reasonable rental, there 
are in the Department of National Defence officials who are full-time engaged 
on real estate transactions. They are continuously in touch with the Depart
ment of Public Works, with Defence Construction Limited, and with various 
realtors, real estate experts throughout the country, mostly in connection with 
the acquisition of properties or the leasing of properties for our use. This 
enables them to have a fair picture of what is a fair and reasonable rent.

Q. Does the same staff in the department which deals with properties which 
are being acquired, by rent or purchase, deal also with the leasing to other 
persons of properties owned by the department?—A. That is correct.

The Chairman : Are there any further questions with respect to page 
N-4? Now we shall pass on to page N-5 “Appropriations and expenditures.”

Mr. Fulton: Could I make a suggestion? Since each one of these items 
is covered by details appearing on subsequent pages, could we not, in order to 
avoid duplication, start with page N-7?

The Chairman : That is what I suggested earlier.
Mr. Fulton : I am glad to agree with your suggestion, Mr. Chairman.
The Chairman : Some people objected and asked me to take up the items 

on page N-5 and read them all.
Mr. Croll: Are we now on page N-7, Mr. Chairman?
The Chairman : I am quite willing.
Mr. Thatcher : All right.
The Chairman : Page N-.7.
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Mr. Fleming: Are there any details on page N-6 beginning with the items 
under the heading “Demobilization and reconversion”? May I ask one ques
tion in general about these several items, such as item N-16? I can leave it 
until we get to page N-16 if you prefer, Mr. Chairman. I do not know whether 
they can lie covered generally.

Mr. Macdonnell: May I ask a question about item N-6, the difference 
between N-20 “Canadian army-general”, and down again to the navy, where 
you have an item which is called, “General”, as distinct from the items. Can any 
general description be given of that “General” item?

The Chairman: Don’t you think we should wait until we get there?
Mr. Macdonnell: I thought we could have a breakdown of these.
Mr. Croll : It is all set out on page N-20, as well as on page N-30.
The Chairman : Between pages N-7 and N-16 we have general comments 

°n many other questions.
Mr. Macdonnell: All right then, Mr. Chairman.
The Chairman : Shall we pass on to page N-7 “Purchases of materials 

and supplies” under the heading of “General comments.”
Mr. Fraser: You are now on page N-7?
The Chairman: Yes.
Mr. Fraser: What about that $8 million for the purchase of equipment 

from the United States government? Is that in connection with the Alaska 
Highway?

The Chairman : That comes under “Advances—Purchases of equipment 
Horn the Government of the United States of America”. It is the second item 
at the head of page N-7.

The Witness: I do not think this can be described as being solely related 
to the Alaska Highway.

By Mr. Fraser:
Q. Well, partly related, then?—A. Yes, it would include items of war 

equipment which we have purchased from the United States in no way related 
to the Alaska Highway.

You will see there is an item under the heading of “Naval”; there are three 
entries against the navy. These have no connection whatsoever with the 
Alaska Highway. These are items of military equipment purchased for the 
navy.

Q. The army purchased a lot of stuff up there, did they not?—A. A great 
deal of stuff up there.

The Chairman: Are we finished with item 2 “Advances”? Now we come 
bo “Procurement of Tank Spares from the Government of the United States of 
America”. We now come back to Mr. Croll’s question.

By Mr. Croll:
Q. I think I asked Mr. Drury to explain that item. Were we not able to 

Provide these parts ourselves from our own arsenal or wherever we had the 
banks at that time?—A. It might be more helpful if the committee were to hear 
directly as to why these purchases had been made in the United States rather 
bhan in Canada, from representatives of the Department of Trade and Commerce.

Q. All right.—A. Our function is merely to indicate that we had a require
ment for spare parts for our Sherman tanks, and that we would provide the 
bunds for them to procure those spare parts. The decision as to where they 
should be procured and where they can be procured lies really with the 
department of Trade and Commerce.
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Q. All right.
The Chairman : The next item is “Procurement from the government of 

the United States of America under the Mutual Defence Assistance Act of 
1949 (U.S.A.).”

Mr. Browne: Would it be proper to ask here if that has been used since 
March 31, 1950?

The Chairman : No, it would not.
Mr. Browne: Well, it is over a year ago.
The Chairman: Yes; but our authority, if I may repeat, extends only as 

far as the 31st of March, 1950.
Mr. Fleming: That is the sort of question we always ask of the Auditor- 

General when we are on the report. It reveals something which is cut off in the 
middle of the 31st of March for billing or something of that kind. What has 
happened to it after the close of the fiscal year?

The Chairman: You mean: Has this policy been carried on?
Mr. Browne: Yes.
The Chairman: Very well. Has this policy been carried on, for pro

curement by you under the Mutual Defence Assistance Act?
The Witness: A letter of credit was issued in favour of the Secretary of 

State of the government of the United States of America.
We have in the interim, or since then, made arrangements with the United 

States which do not involve the use of that letter of credit; and they have 
amended their legislation in such a way as to permit them to undertake obliga
tions on our account without the xvhole amount being liquidated before delivery 
in respeet to those obligations falling due to the United States Government; 
so this letter of credit scheme is not now in use.

By Mr. Browne:
Q. It has been cancelled?—A. It has been cancelled.

By Mr. Thatcher:
Q. What was it originally intended for? Was it for aircraft engines?—A- 

The whole range of military equipment, principally what is known as govern
ment furnished property in connection with the manufacture of the F-86 Sabre.

Q. In view of the fact that we needed that material so badly, why did we 
not buy it? Was it not available down there?—A. We did not buy it in the 
sense that we did not get it off the shelf because it was not available. The 
general procedure is for us to request, through the Mutual Defence Assistance 
machinery, the United States government to undertake procurement in the 
United States of quite a substantial range of items.

The United States government itself arranges in its own name contracts 
with the various manufacturers concerned to manufacture this material for 
delivery to us.

Q. I see.—A. The reason it is done through the United States government 
rather than directly by us with the manufacturers is that a substantial pro
portion of this equipment is on the secret list, and United States law forbids the 
individual manufacturer from selling to a foreign government items which are 
on the secret list. So the United States government has undertaken to place 
contracts on our behalf in order to get this material delivered to us.

Mr. Thatcher: We can assume from then on that some portion of this 
F-86 was manufactured in Canada. Is that correct?

The Witness: Some elements of them will not; the engines, for instance, 
are wholly manufactured in the United States.
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The Chairman: “Advances, United Kingdom government-British 
Admiralty.” And then, “Other advance payments.”

By Mr. Fulton:
Q. What is the advance payment to the Arctic Institute of North America? 

There are two items, 1946-47, and 1947-48. One is for $25,000, and the other 
is for $6,700. What service do they provide?—A. I am not too sure precisely 
what this was for. However, in 1946-47 the Arctic Institute did provide 
specialized services in the way of exposure tests and that kind of thing, of 
equipment, clothing, on our account. Precisely what this was related to I am 
not too sure. We can get this information, if you would be interested.

Q. I would be interested perhaps more in what it was for in these next years, 
and also in knowing whether this is a continuing process, whether they are 
continuing to render that service, or whether, to a greater extent, it is being taken 
over by our own Defence Research Council, by the army itself, which is conducting 
exercises under Arctic conditions. Are we still employing the Arctic Institute, or 
to some extent are we taking over this work ourselves?—A. Certainly the Services 
and the Defence Research Board themselves are assuming all the work in 
relation to the Arctic tests. However there may be occasion for making use of 
the services of the Arctic Institute in certain specified instances ; but the extent 
to which this is done I shall have to find out.

By Mr. Croll:
Q. Is this Arctic Institute of North America an American or a Canadian 

concern?—A. North American.
Q. Yes?—A. It is both United States and Canadian.
Mr. Fulton : Where is its headquarters or head office? Do you know?
The Witness: I do not.
The Chairman : Are we through with “Advance payments”? Can we pass on 

to “Damage claims”?
Mr. Fleming: I have a question with respect to “Other advance payments.” 

fn every case the statement is made that adjustment will be effected in 1950-51, 
°r that recovery wall be effected in 1950-51 on certain conditions; or that 
recovery is being made and so on in each case.

The Chairman : I think it would only be fair to the witness to ask him 
m detail how many?

Mr. Fleming: I have been trying to save time, Mr. Chairman. For instance, 
ln 1949-50 on page N-8, the first one down, it says: “This amount is still out
standing.” Was it collected afterwards?

The Witness: I shall ask Mr. Ross to advise me.
Mr. Fleming: I thought the chairman would ask them altogether.
The Witness: We shall produce a return showing the status of the items 

under the heading of 1949-50.

By Mr. Wright:
Q. I would like to ask Mr. Drury a question as to this type of expenditure. 

"rhat is the custom in regard to advance payments? When you make an 
advance payment do you make a complete advance payment? Did you make a 
complete advance payment in the case of this British order to which I have 
referred? I notice you made an advance payment of $117,761.96 to British 
Aeroplane Engine Ltd., under the authority of P.C. 1704 of April 7, 1949, for 
the purchase of aircraft engines and sea going power plants. In a case like that 
would you make a full advance or would you make a percentage advance, what
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percentage of advance did you make to them?—A. That is a subject for negotia
tion by the Canadian Commercial Corporation. The amount of the advance 
varies from contract to contract and it is difficult to say as a policy that we 
advance the full amount of money required or a specific percentage of the 
amount of money required. In some instances more has to be advanced than 
in others.

Q. What rule do you follow in deciding the amount to be advanced?—A. 
Well, the rule, generally, is as little as possible.

Some Hon. Members: Good, good.

By Mr. Wright:
Q. That is a negotiation between the companies concerned and the Canadian 

Commercial Corporation?—A. That is correct.
Q. And you do not enter into that picture yourselves, that is done by the 

Canadian Commercial Corporation?—A. We do not enter into the negotiations. 
Generally speaking, the amount required to be advanced covers the cost of 
the materials which must be purchased and which the contracting manufacturer 
must have before the actual work of manufacturing the completed article can 
be started.

Mr. Thatcher: Why can’t these people do their own financing?
The Chairman : Would you mind letting the witness complete his 

sentence?
Mr. Thatcher: Sorry.
The Witness: I was just about to say this form of government assistance 

is for financing firms to enable them to do what we ask them. In response 
to Mr. Thatcher’s question, why don’t we make them do their own financing; 
the answer is that the government like a number of other buyers has found that 
if they want to get what they need they have to follow the current commercial 
practice, and I am advised that the current commercial practice in relation to 
these, in most cases fairly specialized contracts with large firms involving a 
large investment in a special inventory, is that they will not undertake it 
unless they get some assistance in financing it.

Mr. Wright: Can you give us what the total order was with regard to 
this item of $117,761.96, as to what that is made up of?

The Witness: We would have to find that out for you.
Mr. Wright: I presume you will have that in your statement, or you will 

have an inventory on that.
The Chairman: That will be produced as an answer at one of our next 

meetings.
Mr. Wright: Would you give us the figure in each case?
The Witness: Yes.
Mr. Macdonnell: I would like to ask a question following that. I would 

like to ask this. I take it that you satisfy yourself as to the substance and 
responsibility of those to whom these advances are made so that, in other words, 
you can assure us that we are not financing fly-by-night parties. I see that 
most of the names given here are fairly substantial firms; for instance, the 
Canadian Marconi Company, here, is a well known and very substantia] firm. 
There is one here I do not know.

The Witness: I can say that the government assures itself that before 
the advances are made to these firms they are financially responsible and 
reliable. That is a very important consideration.

Mr. Croll : Has that been your experience?
The Witness: That has been our experience.
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Mr. Fulton : I would like to ask the witness with regard to a matter arising 
out of advances mainly to Canadair. %I observe that in the year under review 
you made very substantial advances amounting to $13 million, and most 
of this was, as I understand it, for the purpose of assisting them in tooling up, 
something which has been going on for some time now, to assist them in tooling 
up to produce the F-86. What steps do you take to ensure not only that they 
have advanced to the point at which they are going to give you progress reports 
as to what has been done but also that they are making the maximum possible 
steps to ensure this process will not take too long, it will not be extended over 
more time than is necessary? What is the measure of supervision you actually 
exercise?

The Witness: A report is required to be made by Canadair to the Canadian 
Commercial Corporation who in turn forward it on to us. This report is 
further verified by visits to the Canadair plant by representatives of the 
Department of Trade and Commerce and also by representatives of the 
R.C.A.F.; and in addition to visits of this sort they actually have in the plant 
a number of inspectors who are continuously inspecting the process of 
manufacture.

Mr. Macdonnell: It seems to me we see constant evidence of duplication. 
It may be beneficent duplication between departments, but I fail to see why 
it is necessary for one department to scrutinize the supervision or inspection 
work of another department. It seems to me there is unnecessary duplication 
there. What do you think?

The Chairman: Do you mind wording that question in such a way that 
I will not have to rule it out?

Mr. Macdonnell: Well, I want the witness to understand it; why is it 
necessary to have all this inspection work? There seems to be a lot of 
duplication there.

The Chairman : We don’t want to get on to matters of policy. Your question 
would be acceptable if you asked the witness whether they have all these 
duplicated visits to better our control of expenditures.

Mr. Macdonnell: I think I will let you word all my questions.
The Chairman: No, I don’t mean it that way. It really is a question as 

to the basis on which these expenditures are made. That is quite fair.
The Witness: I do not think, Mr. Chairman, that there is too much 

duplication.
Mr. Macdonnell: There is not too much?
The Witness: The interest of the air force inspectors in the case of 

Canadair is really twofold: one, to see that the manufacturing work which is 
being carried out is being done according to specifications and that the results 
will be up to the standard asked for and for this purpose they employ resident 
inspectors. Now, this inspection must be done by the department. The 
Department of National Defence inspect quality control, that is something 
which we feel should be under our control and not under the control of another 
department.

Mr. Macdonnell: Well then, you have three bodies here, and I don’t know 
that I have them all straight. You have the local inspector, you have your own 
department, and you have the inspector for the C.C.C. Just what is the work 
done by the local inspector? Who is he?

The Witness : The local inspector is an officer or official of the Department 
of National Defence.
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By Mr. Fulton:
Q. And he stays there in the plant during all the time this article is being 

produced?—A. That is correct.
Q. And in addition to that you have your travelling inspectors for the 

department?—A. No. The travelling inspectors are supervisors of the staff of 
the inspection services and they must visit the various units.

Mr. Macdonnell: Well then, there is more duplication than even I 
thought. I understand it better now. First of all, the people in your depart
ment, interest yourselves, and I think properly so, in seeing that the work is 
being done properly. Then, when it comes to carrying it out, as I understand it 
now, you have under yourself a man responsible to you to see that it is properly 
carried out.

The Chairman : No, they have to' see that the work is being carried out 
properly and that is why they have these inspectors.

Mr. Macdonnell: Oh well, that may be so, it just depends on how much 
piling up there is of one on top of another, as to how much of it you need to do. 
I would like to ask this further question if I may: whether the Department of 
National Defence does not think they could arrange to have this financing done 
through the Department of Finance and in that way get along without the C.C.C. 
altogether.

The Chairman : I do not think it is up to the witness to answer that. You 
might ask him whether a man from the defence department who would know better 
the operation of the plant should not go there, particularly one who looks after 
the technical end of it, construction. That question would be all right; and he 
has just answered that question by saying that he thought there should be some
body in the department who was an expert to advise as to the progress being 
made, and to decide whether the actual contract is being carried out with reason
able diligence and dispatch.

Mr. Macdonnell: Well, Mr. Chairman, I still am not clear that there 
was’ too much duplication. Well, the question is, what is too much. I would say 
any duplication is open to question and one ought to be critical about it.

By Mr. Fulton:
Q. Mr. Chairman, might I ask Mr. Drury this question : I think he told 

me on a previous occasion that this sum here and the sum in the other table 
later on of $13 million odd to Canadair are entirely for the production of the 
F-86, is that so, up to the end of this year?—A. No, I am not sure of this figure 
of $13 million. The total figure to Canadair includes overhaul and repair of 
Dakota aircraft and North Stars and is not entirely for the F-86.

Q. These advances we are discussing on page N-8 are entirely for tooling up 
for the F-86 . Is that correct?—A. The advance payments which I mentioned here 
under authority of P.C. 4115 and 4116 are advances in relation to the F-86.

Q. And can you tell me whether there were advances for that purpose in 
previous years?—A. Advances for the F-86 before this?

Q. Yes.—A. No.
Q. But these 1949-50 advances were made for that purpose?—A. Yes.
Q. Can you tell me, since it does not appear here nor can I get it from a 

general figure later on, what portion of the total advances for 1949-50 were made 
for the F-86?—A. Yes, I think, Mr. Fulton, that I detailed that in one of the 
tables I filed.

Q. All right.?—A. If you will refer—rather than have me read it all again— 
to number 10 of the Minutes of Proceedings and Evidence of this committee at 
its meeting under date of May 3, 1951, to appendix “B”, you will see a break
down of the $13,696,576.16 of advances made to Canadair.
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Q. Thank you. Then, would you care to make a statement relating to an 
earlier question I asked you as to what steps you took to produce these compon
ents and to assure yourself that maximum progress was being made? Does the 
amount, the advances which have been made over the past few years, which 
we have been putting into Canadair for tooling up for the production of the 
F-86—how does that record of length of time of getting into production compare 
with other industries in other countries?-—A. Without being able to cite you 
specific instances of figures by other countries I am satisfied on the advice I 
have received that this compares very favourably indeed.

Q. Does that take into account the fact that some of the components for 
our F-86 are not being manufactured in Canada, that we are receiving the 
whole of the components from outside?—A. That curiously enough is one of 
the reasons for the delay. If we had been able to obtain these components as 
fast as Canadair would have been ready for them we would have been producing 
these very much earlier.

Q. I do not want to ask you any questions which may complicate your 
relations with other industries so I will ask you to exercise your discretion here. 
Are you in a position to compare the performance record in this case with any of 
the factories where you have placed similar orders in Canada for aircraft?—A. 
Well, there really is no comparable case.

Q. Why is that-, because these are an established type whereas your other 
work is largely experimental?—A. The CF-100 is the only plane being manu
factured in this country which has been developed in this country and this 
alters circumstances completely. The other contracts in relation to aircraft are 
largely ifor overhaul, modification and repair, and that is another sort of category 
°f work altogether.

Q. And is that the case, that this is the first time we actually have a com
plete military aircraft of Canadian design being manufactured in Canada?— 
A. Since the war.

Q. Since the war?—A. Yes.
The Chairman: Now, we are passing on to the next item, “damage 

claims,” on page N-8.

By Mr. Fulton:
Q. Mr. Chairman, there is one question I would like to ask following that 

UP- Was the defence program materially delayed by any modification which 
you required to make from the time you first gave the order and the times when 
the finished product was starting to come out. I refer to the F-86.—A. You are 
asking about the F-86?

Q. Yes.—A. In relation to the F-86 the modifications are those which were 
introduced into the United States aircraft. This aircraft has been developed 
ln the United States and we are keeping the model produced in Canada exactly 
the same as the model being produced in the United States. And now, in rela
tion to the model in the United States, they have discovered through extensive 
use that certain modifications are desirable.

Q. Yes?—A. And as soon as they are incorporated or are to be incorporated 
111 the United States production models they are incorporated up here.

Q. But you don’t make any modifications based upon any experimental 
work we do or any experience we may have gained ourselves with respect to 
these F-86’s?—A. We have had an engineering study made of the F-86 with a 
Vlew to making it possible for it to be powered by the Orenda engine instead of 
the present TG-190 engine, and in order to insert the Orenda engine in the F-86 
A will require some small modifications. Now, that is one of the things we are 
doing which is different from what has been done in the past from what has 
been done in the United States.



370 STANDING COMMITTEE

Q. Do you recall how many modifications you have been required to make 
in the F-86 since it was first ordered through Canadair to the time production 
first started to roll off the line?—A. I do not know that off hand. I have to find 
that out for you. There have been very few.

Q. Very few?—A. Yes.
Mr. Croll: Mr. Drury, have there been any modifications which we have 

made which have been adopted by the United States?
The Witness : Not as yet. We have, of course, had very little opportunity 

to carry out user trials and achieve experience with this type of plane, and it is 
generally speaking from experience in use that modifications arise. Now, 
certainly if we discovered improvements or can suggest improvements that might 
be made in this particular aircraft as à result of our experience we will consult 
with the United States with a view to getting them to adopt them as well as 
ourselves.

By Mr. Fulton:
Q. Is the basic armament for these planes the same as for the Sabre? They 

are a cannon, I believe.—A. They are the same.
Q. They are the same?—A. Yes.
Q. We have made no modification in the armament?—A. Not as far as I 

know. I do not think so. I do not know if I should go so far as to say it is a 
Chinese copy, but it is pretty close to it.

Q. Are the guns manufactured in Canada of are they being imported?— 
A. I will put it this way; no guns for these planes have as yet been manufac
tured in Canada.

Q. That makes me want to ask another question. Is it your intention that 
they should be?

The Chairman : We do not have to enquire as to the intentions. You 
might ask what progress has been made or what has been done, but a question 
on intentions introduces a matter of policy for the future. You may ask it 
in the House but here we examine expenditures of the past.

By Mr. Fulton:
Q. I will ask Mr. Drury then if he will explain his meaning when he says 

they have not yet been manufactured in Canada.—A. I will leave out the word 
“yet”.

Q. Well, it was in your answer That is what I took from your answer, 
that it is contemplated.

The Chairman: Well, if it is contemplated, that indicates that it is not 
being carried on, that it is not something that is being done.

Mr. Fulton: Have any steps been taken or are steps being taken to prepare 
for the manufacture of the guns in Canada?

The Witness: Consideration is being given as to the desirability of the 
manufacture of these guns in Canada.

Mr. Fleming: And, announcement will be made in due course; that com
pletes the rhyme.

Mr. Fulton: What are the guns at the moment? Can you give us their 
calibre?

Mr. Croll : I do not think he should do that, Mr. Chairman.
The Chairman: We are dealing here with an item of expenditure, it is 

up to the witness whether he is at liberty to enswer.
Mr. Fulton: We were all taken down and saw through the plant.
The Chairman : If you were in a defence committee or in the House of 

Commons you could carry on for as long as you like on defence policies, but 
we are dealing here with expenditures.
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Mr. Fulton : Where do you buy these guns, in the United States?
Mr. Croll: Mr. Chairman, may I say this.
The Chairman: Is it about these guns?
Mr. Croll : It is about that last question, the question as to where these 

guns were made, where they came from. I can see Mr. Fulton’s interest in 
getting the information, but Î do not think that we should carry on an examina
tion for discovering as to these guns so that the information) will be on the 
record for people who do no need to know what we have in the F-86 or any 
other aircraft or weapon, or what we may have. We are interested in the 
expenditure of money, but I do not think that this is a sort of examination 
which we should carry on. As a matter of fact, I think we are falling into 
serious fault in getting too much information with respect to our equipment 
and with respect our fire arms. It is a matter of some concern.

Mr. Fulton : Well, Mr. Chairman, I would like to ask Mr. Drury this, 
it might settle it at once. Is the armament of the F-86 on the secret list or 
on the restricted list?

The Chairman: May I be permitted to comment on this question, if you 
don’t mind, Mr. Fulton. As I said on a previous occasion, it is up to the 
witness to decide whether for security reasons a question should be answered 
or not, and I have been criticized for having said that. I think we all want 
to be fair to this witness and if he wants to answer that question we will let 
him answer it; and if he does not he should say so and why. The question is 
one which relates to expenditures and which comes within the reference to this 
committee in relation to the 1949-50 account, expenditures for guns purchased 
in the United States—I take it that will be your question?

Mr. Fulton : But in order that I might be fair to the witness and also not 
to evade any security regulations-, which I am just as anxious to respect as 
anyone -else here—

The Chairman : I am not blaming you.
Mr. Fulton : —I would like to ask the witness, and it would help to settle 

the matter, if the armament of the F-86, is on the secret list or on the 
restricted list?

The Witness: The armament of our aircraft is something which we would 
not normally publish.

Mr. Fulton: In -other words, you would not care to answer specifically 
the question as to- the manufacture or the calibre of the gun-s which may be 
in use?

The Witness: Well, we would prefer n-ot to. If there are good reasons for 
so doing made known, if the advantages outweigh the disadvantages, then it 
Would be done, but we would prefer not to.

The Chairman: Then, Mr. Croll, that comes back to a statement I made, 
that the witness is competent to decide whether an answer should be given. 
I cannot prevent a question being asked that deals with expenditures, but if 
the witness says for security reasons he cannot answer it, that is his responsi
bility entirely.

Mr. Croll : The -difficulty is, Mr. Chairman, that a lot of people may be 
reading these words other than members of parliament and it seems to me 
that unless it is essential w-e ought to avoid it so far as possible. I suggest that 
Mr. Fulton would be as reluctan-t as I would be to ask questions which in any 
way would give away information. I can assure you on that point.

The Chairman: All right, then I rely on the judgment of the witness of 
hi-s responsibility and that he will say so if he feels he should not answer any 
of these questions for security reasons.
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Mr. Fulton : I would like to be clear as to the answer given by Mr. Drury, 
that that would apply to questions of this type. I would like to ask him if 
any of the money referred to in the public accounts of 1949-50 was paid, I 
mean the money advanced in connection with the production of the F-86, was 
any of that money paid for American manufactured guns; and, if so, the name 
of the firm and the point of manufacture; and whether the general statement 
he made would apply to this question.

The Chairman: It is for the witness to say whether he wants to give the 
name of the manufacturer, but as to the amount of money, the question is all 
right.

The Witness : No amount of the. payment to Canadair included the pur
chase price of armament. We buy that from the United States government.

Mr. Fulton: You do not have to buy directly from the manufacturer?
The Witness: No.
Mr. Croll : That should make you happy now.
Mr. Fleming: Concerning these various items that are on page N-8, for the 

fiscal year 1949-50, Mr. Drury, you are going to make a statement in reply to 
the questions at the next meeting?

The Chairman : Yes, at one of the next meetings, as early as possible. Our 
next item is “damage- claims” on page N-8.

Mr. Fleming: Mr. Chairman, under that item is order in council 4306/1880, 
I wonder if—

The Witness: I am sorry, I am not quite sure where we are.
The Chairman : Down here on page N-8, “damage claims”.

By Mr. Fleming:
Q. Has that been modified? Can you tell us?—A. I am not sure whether 

that has been modified or not.
Q. You may recall that there was a definite order in council in effect during 

thç war. As I recall it it came into effect in 1941, and this order in council of 
1947 was, I think, a modification of that?—A. Yes, I think it was.

Q. I wonder if we could get a copy of those two orders in council brought to 
an early meeting of the committee? I mention that, Mr. Chairman, because I 
think we might well consider making some recommendation in our report per
taining to the grounds upon which claims may be made arising out of the death 
or injury to persons or damage to property allegedly resulting from the negligence 
of any officer or servant of the crown while acting within the scope of bis duties 
or employment. Could we have these orders in council filed? I might venture to 
suggest that the committee will feel that the present orders are too narrow in the 
grounds that they give for claims being filed against the crown.

The Chairman : That has been my experience in one or two cases.
Mr. Fleming: Mine, too.
Mr. Croll: I could elaborate on that question for you. Is there a limita

tion in that, do you recall?
The Witness: There are a number of limitations.
Mr. Croll: Give us some.
Mr. Fleming: I think we had better get the terms of the orders in council 

and have them before us.
The Chairman : I think you should let the witness have an opportunity of 

filing them with the committee rather than trying to deal with them just off 
hand. I think we should let this stand if you want to discuss it, so that we 
may have the orders in council before us.
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Mr. Fleming: If the witness could 'bring copies of them to our next meeting 
we will then have them before us and we can question him on them.

The Chairman : That is right.
Mr. Fleming : I notice that there are only three cases that were in excess of 

$5,000. Were there many under that amount during this period, in the twelve 
months under review?

The Witness: I do not know, Mr. Chairman.
Mr. Fleming : Probably we could ask the witness to inform himself on that.

By Mr. Browne:
Q. I wonder, Mr. Chairman, if the witness could tell us something about 

this Boys Farm and Training School. What is the nature of that claim? It 
seems to have been a large amount for a training school. What is the nature 
of the claim?—A. Speaking from memory only, a reserve unit from Montreal 
went out on a local scheme from Montreal up to Shawbridge and in view of the 
ensuing inclement weather they got permission from the Boys Farm and Train
ing School in Shawbridge to make use of their gymnasium and recreation hall 
in order to take their noonday meal under shelter. The unit which was pretty 
well self contained had brought along a portable gasoline cooker of the type used 
in the field in order to cook their noonday meal. This was set up in the 
recreation ha'll, suitably insulated from the floor, and all went well until it 
exploded and the entire building was razed. There was considerable delay in 
the negotiations, claims and counter claims as to the value of this building were 
involved, and this was the eventual sum agreed upon, and I might say authorized 
by Treasury Board to be paid.

Q. May I also ask you this: was there any enquiry as to the cause of the 
explosion?—A. There was a complete inquiry regarding this whole question.

Q. And, as to the cause of the explosion, can you recall that?—A. I can’t 
recall, to be quite frank. We did not, I believe, ascertain the cause of the 
explosion.

Q. During the course of the year there are numerous fires and explosions 
and I have had a lot of experience with them in Newfoundland. It seems to 
me that there was a lack of watchman service. I do not know whether that 
applies in the particular case.

Mr. Croll : It was a gasoline explosion in this case.
Mr. Browne : I am of the opinion that in various places a good many 

fires could have been prevented by a suitable watch service.
The Witness: Well, undoubtedly, the extent to which fires cause damage 

could be limited, were people on the scene immediately the fire breaks out, 
but I am not sure that the services of a watchman would prevent short circuits 
occurring within wall partitions.

Mr. Browne: No, I suppose not, but some protection should be given ; 
at least, safety measures can be taken.

The Witness : That is correct, and we endeavour so far as we can to follow 
the standards set by the various public utilities in respect of safety measures.

The Chairman : Many of these buildings are not owned by the Department 
of National Defence, they are rented by them. They can’t be responsible for 
short circuits.

By Mr. Fleming:
Q. There is an item there of $5,798.18, paid to the city of Ottawa in August 

of 1949. Could the witness tell us what that was?
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Mr. Ross : Mr. Chairman, my recollection of that particular item is that 
this was equipment in a building which we rented during the war which was 
returned to them at the end of the war. The claim was for deficiencies and 
damage for materials taken out of the building.

Mr. Fleming: And shortages of equipment?
Mr. Ross: The stuff was stored in different places from time to time and 

I think was damaged from being moved from time to time in order to make 
available additional facilities that we needed. We had to move it from one 
building to another, and when it came to returning it at the end there were 
certain things missing and there was some stuff which they claimed would 
be of no use. It was a negotiated settlement.

Mr. Croll: It is not a continuing item for payment?
Mr. Ross: No, it is a straight settlement.
Mr. Fleming: It goes back to the war years, doesn’t t?
Mr. Ross: Yes, one of the buildings that we occupied during the war.
Mr. Fleming: And you turned it back?
Mr. Ross: It was turned back at the time. There was a long item for 

equipment. They wanted some $17,000 or $18,000, but eventually settled for 
this amount.

Mr. Benidickson : If Mr. Drury has not previously done so, would he 
outline the departmental procedures and various steps leading up to the decision 
in the one case to buy planes of American design or manufacture in Canada and 
in the other to develop the CF-100, to design and develop it in Canada?

The Chairman : You mean to go back to the previous items that we were 
discussing?

By Mr. Benidickson:
Q. It includes this Order in Council for an advance in one case; and if 

it is not in its proper place—I notice that we did not come back the way we 
went. What is the background of the government activity which resulted in 
two different decisions?—A. Very briefly, there is consultation as between the 
interested government departments. Referring to the C.F. 100 and the F-86; 
the departments concerned would be National Defence; Trade and Commerce, 
and Transport. But Transport’s interest in this is marginal.

Consultation takes place between the officials, or at the official level in these 
three departments; this results in a recommendation being made to the various 
ministers heading their departments, followed by an examination of the whole 
question by the Cabinet Defence Committee which, in turn, would be carried 
to cabinet and a decision.

Q. Could a finger be put on the origin of the thing? Would it be the need 
for defence of a certain plane?—A. The development or initiation of the require
ment for a certain specific type of aircraft arises in the Department of National 
Defence. Then ways and means of meeting that requirement are discussed with 
Trade and Commerce at the official level, bringing in any other interested 
department.

The Chairman : Before we pass on to the next item, it appears that we no 
longer have a quorum. We are only 12 instead of 15. The next item is a 
minor one.

Mr. Fleming: I was going to ask a question, Mr. Chairman, in order to 
complete the picture. What was the nature of the Lobb claim?

Mr. Fulton : Let us finish up that one.
Mr. Fleming: It is a damage claim. What was the nature of the claim 

made there?
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The Witness: This information will have to be obtained.
Mr. Robinson : Before we adjourn, Mr. Chairman, I think we are approach

ing ]iages N-12 and N-13. Could I be permitted to give Mr. Drury notice of some 
of the questions to which I would like to have answers?

The Chairman: You may proceed.
Mr. Robinson : I see on pages N-12 and N-13 that we have in Washington 

a number of officers. There is a military attache, an assistant military attache, 
a naval attache, an assistant naval attache, an air force attache, and an assistant 
air force attache. In addition I see that there is a staff secretary and an air 
vice marshal who is with the Canadian Service representatives.

I wonder if at the next meeting or at some subsequent meeting when we reach 
that point, if you would be in a position to give me the service background of 
each officer, I mean a short summary of his service background, as well as a 
short statement of his duties, and what leave he was given in the fiscal year 
under consideration? Also I would like to know in respect to each officer the 
total of pay and allowances which he received.

In that respect I notice on page N-9 there is given the rates of pay for vari
ous officers. So in respect to each officer I would like to know what pay he 
received; and if he received married allowance, what wase the amount paid.

Also, did he receive subsistence allowance, and if so, what was the amount? 
I want to have that information in respect to each of the officers I have mentioned 
as listed on pages N-12 and N-13.

Mr. Fleming: At Washington.
Mr. Robinson : Yes, at Washington. And then on page N-ll we see that 

service personnel may get a “separated family’s allowance”. Now, in respect 
to each officer, did he receive anything under that heading and if so, what amount?

And again, still on page N-ll, I see an item for “supplementary allowances— 
duty outside Canada”. In respect to each officer, did he receive anything under 
that heading, and if so, what amount?

And then on page N-12 I notice that an officer may receive “rental allow
ances”. In respect to each officer, what amount did he receive, if any, under 
that heading?

On page N-12 there is a notation regarding special allowances payable to 
certain personnel. Did any of those officers receive any such special allowances, 
and if so in what amount?

On page N-13 we see certain officers are reimbursed for club fees. Were 
any of those officers reimbursed in such respect and if so to what extent?

Similarly they may get allowances for tuition, books, etc., for children. Did 
any of those officers receive such allowances and if so what was the exact 
amount?

Those are the particular allowances which are mentioned on the pages which 
we have just looked at but in addition to that, did those officers receive any 
travelling expenses, moving expenses, or any other allowances or advances what
soever? I have been fairly particular but you can see what I am driving at. I 
want the total take-home pay of every one of those individuals.

Mr. Fleming: Gross pay.
Mr. Fulton: The gross pay, not the take-home pay.
Mr. Robinson : Yes, and f urther—
Mr. Fulton : —what they did with it?
Mr. Robinson: I am asking for another short statement in respect of 

each of those officials: did he have any staff with him in Washington; was he 
given the use of any car, aircraft, or vessel, and the services of a driver, pilot, 
skipper or what have you?
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The Chairman : Does that complete the question?
Mr. RobinsOn : That is enough to start with.
The Chairman : I had announced a meeting for Thursday but I doubt 

whether the deputy chairman or myself will be available. Would you sooner 
meet Thursday afternoon or on Wednesday morning?

Mr. Fleming: Not Wednesday morning.
(Discussion followed.)

The Chairman : Well, we will leave it at the call of the chair and I will 
negotiate with the members.

The meeting adjourned to meet again at the call of the chair.
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MINUTES OF PROCEEDINGS
House of Commons, Room 430.
Wednesday, May 16, 1951.

The Standing Committee on Public Accounts met at 4:00 o’clock p.m., the 
Chairman, Mr. L. Philippe Picard, presiding during the early part of the meet
ing; he was replaced in the Chair for the latter part by the Vice-Chairman, 
Mr. David A. Croll.

Members present: Messrs. Anderson, Ashbourne, Benidickson, Beyerstein, 
Blue, Boivin, Campney, Cloutier, Croll, Denis, Decore, Fleming, Fournier 
(Maisonneuve-Rosemont), Fulford, Johnston, Major, Pearkes, Picard, Richard 
(Gloucester), Riley, Robinson, Thatcher, Warren, Weaver, Wright.

In attendance: Mr. C. M. Drury, C.B.E., D.S.O., E.D., Deputy Minister of 
National Defence; Mr. A. Ross, C.M.G., Associate Deputy Minister.

The Committee resumed consideration of the public accounts, relative to 
the Department of National Defence, for the fiscal year ended March 31, 1950.

Mr. A. Ross was called.
" The witness tabled documents requested by the Committee which were 

ordered printed as Appendices to the day’s Minutes of Proceedings and Evidence 
as follows:

Appendix “A”—Certified true copy of P.C. 43/1880 of May 14, 1947.
Appendix “B”—Certified true copy of P.C. 254-^-/2727 of May 28, 1949.
Appendix “C”—Summary of advance payments to contractors—1949-50 

standing as at March 31, 1950.
The witness was questioned at length on the various items of public accounts 

under study.
Mr. Drury’s examination was resumed and he was questioned briefly in 

connection with Appendix “B” to the Minutes of Proceedings and Evidence of 
Thursday, May 10.

(See Volume 12, page 849 and addendum to to-day’s printed Minutes of: 
Proceedings and Evidence.)

And the examination of Messrs. Drury and Ross still continuing; the said 
examination was adjourned to the next meeting.

At 5:45 o’clock p.m., the Committee adjourned to the call of the Chair.

ANTOINE CHASSÉ 
Clerk of the Committee.
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MINUTES OF EVIDENCE
House of Commons,
May 16, 1951.

The Standing Committee on Public Accounts met this day at 4 p.m. The 
Chairman, Mr. L. Philippe Picard, presided.

The Chairman : Order, gentlemen. I see a quorum so- we can start. When 
we adjourned at our last meeting we were considering the item on damage 
plaims on page N-8, and! one of the witnesses was to supply copies of order 

council P.C.43/1880.

Mr. A. Ross, Associate Deputy Minister, Department of National 
Defence, called :

The Witness: I have two orders in council here, Mr. Chairman.
The Chairman : They will be distributed to the members, please.
Mr. Ross has produced copies of these orders in council. Are there any 

questions at this time on damage claims which we were considering at our last 
toeeting? Consideration was deferred because some of the members felt that 
they should have these orders in council and there might be some discussion 
about them.

(Order in council P.C.43/1880 appears as Appendix “A”.)
(Order in council P.C.254^/2727 appears as Appendix “B”.)
Mr. Fleming: Mr. Chairman, I suggest that as this order in council 43/1880 

18 rather lengthy we might pass over that item for the moment so as to have 
a chance to look this order in council over and prepare our questions with 
respect to it and in that way save a considerable amount of time.

The Chairman : That is right. We will leave this matter in abeyance; we 
will let it stand. The next item is at the bottom of page N-8, transportation— 
armed' services. Is there any comment? Now, I will assume, as we did when we 
Were passing over the report of the Auditor General, that we have read this 
report or are supposed to have read it; so, after waiting a few seconds, I shall 
carry on with the next item. I think that we can assume that the members 
have read it because we are supposed to have had it before us for some time.

The next item is northern allowances^—civilians ; that is on the bottom of
Page N-8.

We now come to pay and allowances—army, navy and air, on page N-9.
Mr. Fleming : There is just one question I had, Mr. Chairman, and it is 

to.relation to the statement in the second last printed line of the text: “The 
chief of staff of each of the three service® is paid a consolidated rate of $12,000 
Per annum". I was just wondering what the definition of this expression con
solidated rate is.

The Witness: Mr. Chairman, that takes the place of all the other allow
ances that are paid to staff officers. For instance, a brigadier gets, paid a basic 
rate of $578.00. This is a consolidated rate which means that it includes all 
tile allowances that he would be entitled to if he was paid on the regular basic 
table, the full basic table, plus the married allowance and other allowances. 
It covers all payments except travelling expenses.

379
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The Chairman: Are there any further questions? May I ask if you have 
the answer to the question asked by Mr. Robinson? Is that information ready 
yet?

The Witness: I am sorry, Mr. Chairman, it is not.
The Chairman : Then we will keep this item in abeyance. Are there any 

further questions on this next page, that is N-9, also N-10 and the top of N-ll, in 
the case of the army? Then we can go down to separated family’s allowance; /
that is the next item on page N-ll; and the other item there is supplementary t U 
allowances—outside Canada.

Mr. Wright: What are these allowances? Are those below here in the 
supplementary estimates?

The Witness: Generally speaking, these are for the purpose of adjusting 
the cost of living as between living in Canada and living in some other point.
You will notice that a person in the United Kingdom gets a substantial amount.
The rates vary at the different points in accordance with experience.

By the Chairman: -/M
Q. The figures -would seem to indicate that the cost of living in Seattle, 

Washington, is higher than it is in Washington itself?—A. Yes.
Q. Are there any reasons for that?—A. That is based on experience. The 

tables are set by a study of the cost of living index.
Q. I mean, they don’t vary, they are based on American standards or reports 

of the American statisticians as to the cost of living in the States?—A. Yes, 
it is all based on the cost of living in Canada ; taking the cost of living in Canada 
at 100 someone living at a point outside of Canada would probably have -to 
pay 150, and this is the difference.

Q. And my question was mainly as to who fixes the rate, and how it is 
arrived at?—A. It is set by special committee of treasury who review this 
from time to time.

Q. By that you mean the Department Treasury?—A. Treasury, the Finance 
Department.

Q. The Treasury Board?—A. Yes.
Mr. Campney: This committee fixes it with respect to all services, does 

it not?
The Witness: As a matter of fact it is worked out for all departments on the 

same basis. Special allowances are made when outside of Canada, and the 
table is based on the experience at the different points.

Mr. Robinson : May I ask when I may expect the information which I 
asked yesterday to have brought down here? Should we have a discussion of that 
now, or later?

The Chairman : When Mr. Ross brings back the answer to your questions 
’of yesterday we can come back to them and deal with the whole thing at one 
time, so we will ask him to keep his observations on that point until we have 
that material before us.

Mr. Robinson : Yes.
The Chairman : Have you any further questions? These comments on 

page N-12 cover the balance of certain supplementary allowances for duty 
outside of Canada and then we come to rent allowances for duty outside 
of Canada.

Mr. Wright: What portion of these rents are paid by the service men 
themselves? Is there anything there to provide for reimbursing a man for the 
portion of the rent above the normal, above the monthly rate he would normally 
pay?
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The Witness: Well, they are assessed the normal rental they would be 
Paying if they were provided with a subsistence allowance. For instance, in 
the composition of pay allowance in the service there is part of it which represents 
accommodation. We are supposed to provide accommodation and if we don’t 
then we have to give subsistence. That accommodation is valued at a certain 
rental and he is expected to pay that no matter where he goes, but if he has to 
Pay more than that, then this is compensation allowance for higher rentals 
in places such as England, France or Washington. I can give you a table 
of rentals which they have to pay in each case.

The Chairman : That table could be put in as an appendix.
Mr. Thatcher: Mr. Chairman, what are the duties of these attachés 

nt various points?
Mr. Fleming: That is the next item we come to.
The Chairman : We are now on rental allowances in general.
Mr. Thatcher: That is right, I am sorry.
The Chairman: And Mr. Ross is going to supply us with the table of rental 

allowances, not only for officers but for all ranks—is that right, it will apply 
to everyone?

The Witness: It will apply to everyone wherever they are employed.
Mr. Wright: In respect to these rental allowances, where you have not 

suitable accommodation and a man has to go out and obtain accommodation 
for himself, is there any limit on the rent he is allowed to pay for such 
accommodation?

The Witness: It is all covered by the regulations as to what rental is 
Permitted and it varies according to rank. We can give you a table based on 
rank structure.

Mr. Wright: Oh, that is the table you are going to bring in.
The Chairman : Yes, that will be added as an appendix. Now, the next 

item is special allowances payable to naval, military or air attachés. And 
now, on that we have a question just asked by Mr. Thatcher and the questions 
asked by Mr. Robinson, and we have asked for the production of a number of 
details as to rank, and so on; I mean, the duties of these people, their back
ground and a synopsis of their previous activities, and the total amount that 
they get in the way of salary, living allowance and so on; so I wonder if it 
would not be better to postpone discussion on this subject until we get that 
feport tabled and we can deal at the same time with all the questions on that 
'tem when it is produced, and when we are discussing the return requested by 
Mr. Robinson. That will be allowed to stand. Then the witness tells me at 
this point that he has agreed to produce documents asked for at our last meeting. 
All right, Mr. Ross, go ahead.

The Witness: This is a statement of advance payments to contractors 
Miich I will place on the record. There are ten items all listed in the blue book.

Mr. Fleming: I think this is in reply to a question I asked, Mr. Chairman, 
With respect to the matter of advances, “other advance payments to government 
and companies outstanding”—and the total amount was, as shown on page 
tt-8, $203,000.

The Witness: That is right.
The Chairman : I will ask the witness in future when he has answers of 

this kind to please let me know at the beginning of the meeting so I can ask 
him to produce them right away before we take up a new item. Will you 
do that?

The Witness: I will, Mr. Chairman.
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Mr. Croll: You don’t want to be questioned on that today? Do you 
want us to deal with that now?

The Witness: I just want to mention that these advances are all accounted 
for with the exception of three. One is the advance to the Canadian Marconi 
Company, $200,000.

The Chairman : I think, the witness has some comments to make. They 
should be made when we have the table before us, probably at our next meeting. 
We will have it before us then even if it is not in published form, we will have it 
mimeographed and at the next meeting we can take the whole question up at 
the one time.

Mr. Fleming: Unless there is some very simple and quick explanation.
The Witniss : There is.
The $200,000 is for the purchase of components which the Marconi Company 

is building into equipments for the services. Those are actually for equipments 
which are being built by the Canadian Marconi Company in connection with 
wireless, and they have to put the money up to get those components in advance. 
We will not receive delivery of item until the work is complete. Therefore, the 
amount that is left as an outstanding advance still to be accounted for—

By Mr. Fleming:
Q. Well, in brief, the accounting for that advance is requiring a longer than 

normal period?—A. Not necessarily; it is the type of work being done.
Q. That is what I mean?—A. It is electronic work .that is to be completed. 

We figured that it might be completed by the end of this year but it has not. It 
is running into another year. There is a small balance—

The Chairman : Excuse me, but are we going to have the twelve items and 
start again tomorrow with the questioning?

The Witness: There are only three items open.
Mr. Fleming: I do not know whether we have heard the explanation.
The Chairman: I do not think it would be satisfactory to break the order 

of our business and come back at this again tomorrow. I am very sorry but I 
will rule that we table it and we shall have the discussion on the item tomorrow.

(See Appendix “C”: Advance Payments to Contractors.)
The next item on page N-13 is the salary of the minister.

By Mr. Robinson:
Q. Before you leave N-12 and N-13 I have a general question with regard to 

the list which commences on the bottom of page N-12 and continues on to N-13— 
a list of defence personnel who are apparently outside of Canada.

I would like to know generally what that list is supposed to mean. Immedi
ately above it mentions rental allowances and special allowances. Do I under
stand from that that the following list includes all defence personnel stationed 
outside of Canada at that time who were in receipt of these particular allow
ances?—A. You refer to the list that is shown on this report starting “military 
attache, The Hague—”

Q. Yes, it commences “military attache, The Hague, Netherlands,” and it 
ends with “air Washington, U.S.A.,” on page N-13?—A. And the question is—?

Q. I want to know if that list is complete?—Does it cover all defence per
sonnel stationed outside of Canada at that time who were receiving rental 
allowances or special allowances?—A. I will answer that with the statement I am 
putting forward. I am not quite sure. I do not think there are any others but 
I am not just prepared to answer that.

The Chairman : I do not think that Mr. Robinson means only attaches, he 
means all army personnel?

*



PUBLIC ACCOUNTS 383

Mr. Robinson: Yes, I would like to know the meaning of this list. Is it 
intended to give all defence personnel who are in receipt for instance of living 
and representation allowance or is it simply senior officers whom you have picked 
at random?

The Witness: Those shown are the only people who would be getting repre
sentation allowance.

By Mr. Croll:
Q. But would not a sergeant attached in Greece get a rental allowance?—A. 

He would get a rental allowance and a living allowance but not a representation 
allowance.

Q. Then, this is not an all-inclusive list?—A. This is an inclusive list of those 
receiving representation allowance as distinct from those who are receivipg 
rental and living allowance.

By Mr. Fleming:
Q. What is the relationship of living and representation allowances to 

ordinary pay?—A. Well, that is based on experience again.
Q. In the first place is it additional to it?—A. It is additional to it.

By Mr. Croll:
Q. It would have no relation to pay?—A. No, it has relation to the cost 

of living and the responsibility of the individual.
Mr. Fleming: Has it any relation to pay as reflected in rank?
Mr. Thatcher: Is this item open for questioning?
The Chairman: We decided we would leave it open until we got the answer 

for Mr. Robinson. I have just noticed that we are embarking on it now, but 
we have not the meat—we have not the report. I think the time to enter into a 
discussion of the detail would be when we get the report.

Mr. Fleming: I thought Mr. Robinson was interested only in Washington.

By Mr. Robinson:
Q. Well, I saw there were eight officers at Washington and I thought if I 

asked the question merely with respect to those eight officers that would give us 
a true picture?—A. Well that is a true picture as far as representation allow
ance is concerned. Every person who is outside Canada on a detached posting 
would be entitled to an adjustment of rental allowance and living allowance 
but not representation allowance.

Q. Well, following up what Mr. Croll has said, we can take it that the list 
appearing on pages N-12 and N-13 gives us every one of the defence personnel 
stationed1 abroad in this fiscal year who are in receipt of living and representa
tion allowance?—A. That is correct sir.

The Chairman : We will leave this matter open for discussion until we 
get the report.

Shall we carry on with the next matter which is the minister’s salary and 
car allowance?

And then, vote 239—“general services”.
Mr. Thatcher: I wonder if Mr. Ross would explain why the grants to 

military associations almost doubled in the year under discussion?
The Chairman : We get into them on vote 239—“grants to military asso

ciations, institutes and others, as detailed in the estimates.”
Mr. Pearkes: May I ask a question on rifle association grants before you 

go to military service associations?
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The Chairman: We will take them one by one. For the sake of the record 
I wanted to put the title properly in the proceedings.

Rifle associations.
By Mr. Pearkes :

Q. In connection with the grant to the Dominion of Canada Rifle Associa
tion that will include expenses in connection with the Canadian team going to 
Bisley?—A. Yes, that does.

Q. Now in addition to that grant did the personnel of that team receive pay 
and allowances?—A. I am not sure. I would like to look into that.

The Chairman: Would you kindly speak a little louder?
The Witness: I do not think they got pay and allowances.
Mr. Pearkes: I wish you would check that.
The Chairman: Mr. Thatcher, was your question on this item?
Mr. Thatcher: Yes, on page N-5 the general figure shows that we gave 

$225,000 this year as compared with $150,000 in the year previous. I was 
wondering what the increase was for.

The Witness: There was an increase—
Mr. Thatcher: $100,000 odd.
Mr. Fleming: Did you get that out of the book of estimates?
Mr. Thatcher: No, it is on page N-5.
The Witness: I was just, trying to see what there was here. We did not 

pay towards the United Services Quarterly. You will notice $1,750 in the 
estimates. That was not paid, according to the statement of expenditures, but 
there must be more.

Mr. Thatcher: That would still leave about $92,000.
The Chairman: The difference is $110,200. It is on page N-5 and N-13. 

Between 1948-49 and 1949-50 you have a difference of $110,200. That is what 
Mr. Thatcher is asking about.

The Witness: The inclusion of the navy and the air force throws that 
figure right up. You will find at the bottom here there is $40,000 for the Air 
Cadet League; the Naval Officers Association is $40,000; and the Royal Canadian 
Air Force Association is $15,000.

By Mr. Thatcher:
Q. Those were not there in the previous year?—A. No, they were just 

brought in—and pooled when they consolidated the department.
Q. Well, that is $65,000, what about the National Research Council? Was 

that included that year?—A. No, the National Research Council is not in this. 
We are dealing with military associations.

Mr. Fleming : That is under “C”.
The Witness: Yes, that $25,000 is for aeronautical research that was not 

done in the year before.
Mr. Croll: That is the answer.
The Witness: I would like to answer General Pearkes. The information 

regarding personnel attending with the Bisley team is that the competitors’ pay 
and allowances and expenses are paid—

By Mr. Pearkes:
Q. In addition to the $60,000 amount?—A. —out of government funds; out 

of public moneys.
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Q. In addition to the grant made to the Rifle Association?—A. Yes.
Q. Can you tell me whether there are any other grants made to the Domin

ion of Canada Rifle Association in addition to the $60,000? For instance, is 
free ammunition granted?—A. They will draw ammunition at the rifle ranges 
free.

Q. They will draw ammunition at the rifle ranges, but somebody has got 
to supply the rifle ranges?—A. Yes, sir.

Q. In addition, when the Dominion of Canada Rifle Association carries out 
matches say at the Connaught rifle ranges are they given free ammunition?— 
A. Yes.

Q. In addition to the $60,000 grant?—A. Yes.
Q. Can you obtain the amount of ammunition which is given or the cost 

of the free ammunition? What I am trying to get at is the total amount of 
money which is granted to this Dominion of Canada Rifle Association. You 
see there is $60,000, plus the pay and allowances of the Bisley team. Could 
we have the amount of the pay and allowances which were paid to the Bisley 
team for the year in question—so that we can see how much that comes to? 
Then, I would ask for the cost of the ammunition which is used.

The other question I would like to ask is: is that ammunition manufactured 
m Canada or is that special ammunition obtained from elsewhere?

The Chairman : The witness tells me he will get all of the information.
Mr. Pearkes : I do not expect him to have it now.
The Chairman : Are there any further questions on rifle associations?

By Mr. Fleming:
Q. There is one item on N-13 just above this on which I had a question. 

It is just before you come to vote 239, and it is about travelling expenses of the 
minister. Do they include any cost of providing for the minister aircraft or 
vehicles owned by the department?—A. The answer to that is no. That is not 
included here.

Q. I think Mr. Drury was going to bring us in a record of the provision of 
transportation for officials so we will get that from him.

The Chairman : Are there any further questions on military associations?

By Mr. Pearkes:
Q. When Mr. Ross is obtaining the information I asked for could he also 

obtain the number of competitors who took part in the Dominion of Canada 
rifle meet at Connaught ranges in the year in question ? That would give us 
some idea of the amount of money spent on so many people. And could we 
also have the number of competitors who took part in each of those provincial 
rifle associations during the same year?—A. Yes.

Q. And then, and I am sorry to have so many questions about this, indi
viduals are brought from various provinces to compete in the Dominion of 
Canada Rifle Association prize meet. Who pays for their transportation? Is that 
Paid for out of the grant or are they issued with additional free transportation 
from elsewhere?

The Chairman : You want a true picture of the whole situation?
Mr. Pearkes : Yes, a true picture so we can see how this $60,000 was 

expended, and how much more, and how many people it affects.
The Chairman : Not only for the Dominion but for all of the provinces 

as well?
Mr. Pearkes : They are all linked in together ; the winning competitors 

from the various provincial meets come to the Dominion of Canada meet. It 
Would give a false picture if Mr. Ross gave us only the number of competitors
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at the Dominion of Canada meet, because in order to get there they have to 
compete in the provincial meets with a larger number of competitors.

The Chairman : Any further questions on this item?
Now, we come to B of vote 239, military service associations.
Mr. Fleming: One general question on military service associations. On 

what basis are the amounts graduated?
The Witness: This is based on the usefulness of the organization to 

national defence.
The Chairman: Of course, the usefulness is determined by the Department 

of National Defence at Ottawa.
The Witness: They make application and we consider their applications 

and what they are asking for. The Canadian Army Pay Corps came in as a 
new organization some years ago and its application was assessed on the size of 
the force and its usefulness to the Department.

The Chairman: Who in the department would be making the assessments 
or passing judgment?

The Witness: It would finally be the minister who is responsible.
The Chairman : But which official of the department would advise the 

minister?
The Witness: The director of the particular corps, in the case of the army.

By Mr. Fleming:
Q. It would not be the same person advising the minister with respect to 

each association or each club or institute? The formula seems simple enough ; 
one might wonder just how it would work out in exact terms in every case?—A. 
Well, this has been going on for years.

Q. No change in the amounts?—A. They have been fairly steady for many 
years. Some of the rifle associations were stopped during the war and started up 
again after, and it was based on previous experience.

The Chairman : I wish the members would speak a ' little lower among 
themselves and the witness a little higher.

The Witness: If you would like to find out if there is a definite formula I 
would be very glad to oblige.

Mr. Fleming: I accept your answer, unless there is something to add to it.
The Witness: There is nothing to add to it, it is just experience.

By Mr. Pearkes:
Q. Regarding the United Services Quarterly, could the witness tell us 

whether the Quarterly was published during the year in question? I have tried 
to get copies of that quarterly in the parliamentary library and have not been 
successful.—A. I would think from the vote there were no expenditures that year 
and that it was not published.

Q. I just wanted to find out.
Mr. Fleming: As a matter of curiosity—
The Witness: I am told it is not being published.
The Chairman: Are there any further questions on these items? We pass 

now to Votes 240 and 590. Miscellaneous maintenance and adjustments (War 
of 1914-1918).

By Mr. Thatcher:
Q. Mr. Chairman, find it strange that in this item the increase has been 60 

per cent. I wonder if Mr. Ross would explain that.—A. This vote is for the
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payment to the Imperial War Graves Commission providing for the erection of 
headstones on the graves in Canada of deceased members of His Majesty’s 
Forces. It includes the second World War.

Q. No, this only includes the first World War, Mr. Ross..—A. No, you will 
see in (A) there that it applies to the 1914-18 and the 1939-45 wars.

Q. Well, then, why is it only headed “war of 1914-18” up above?—A. That 
happens to be the heading that has been carried for a number of years. That 
should have been extended to read “and 1939-45”.

The Chairman: That is a case where the estimates might be re-worded 
to give us a true picture.

The Witness: There is also included the care and maintenance of war 
trophies and other exhibits in the Canadian War Museum.

The Chairman : Are there any further questions on Votes 240 and 590? We 
come to Vote 241, battlefields, memorials.

The Witness: This is Vimy Ridge, and battlefields in France and Belgium.

By Mr. Pearkes:
Q. It does not include the care of Canadian battlefields in Canada?—A. No.
Q. Those are taken care of by the Parks Department?—A. Yes.
The Chairman : Exchequer Court awards, $19,613.68. We are now at the 

top of page N-15. Any questions?
Mr. Fleming: Mr. Chairman, that seems to be germane to the item on N-8 

under damage claims that we were considering, on which Mr. Ross brought us 
this afternoon the order in council P.C. 43/1880, and the amendment. Probably 
we could either go into that now or leave it for discussion with the other one.

The Chairman : Well, you are the one who thought we should leave the 
other one aside to read it, so that we will leave this aside. Now we come to 
gratuities to families of deceased employees . . . $20,499.32.

Mr. Fleming: Could you give us a word of explanation on that?
Mr. Croll: It will be in the Act.

By Mr. Fleming:
Q. I understand it will be in the Act but I wonder if we could have a short 

explanation for the basis of this?—A. These individual items, Mr. Chairman, 
used to be single votes.

Q. I was not referring to the single items, but just to the heavy faced type 
above.—A. I have not actually got an explanation of that but I understand 
these are gratuities paid to families of civil servants who died. They get 
two months pay.

Q. Those are civilian employees of the department?—A. That is right.
Q. Does that practice prevail in all departments?—A. All departments, yes.
The Chairman : Maybe you would want to give us a further answer to 

complete this for the next meeting?
The Witness: I will look up the Civil Service Act.
The Chairman : We pass on now to pensions and other benefits, votes 242 

to 248 and 591, civil pensions; vote 827, to authorize the Governor in Council 
to increase the pension granted to Captain Joseph McNaught McCallum under 
the Militia Pension Act.

The Witness: This is to bring him under the Militia Pension Act. His 
wife was a member of the services.

The Chairman : Vote 828. To authorize in respect of members of the Royal 
Canadian Air Force on leave without pay and serving as instructors with civilian 
training organizations operating under the British Commonwealth Air Training
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Plan who were killed, payment to their dependents of amounts equal to the 
amount such dependents would have received under the Pension Act as amended 
and so on.

By Mr. Fleming:
Q. How many such cases are there?—A. I do not know how many there 

are but I will find out.
Q. There cannot be very many as the expenditure is only $4,306.06.—A. It 

is to make up the difference between what they would receive under the Pension 
Act and what they were getting under the insurance scheme of the British Air 
Training Plan. They were carried on an insured basis, and it was subsequently 
found the insurance was not equal to the money they would have received if 
they were in the service all the time they were on loan to these air training 
clubs.

The Chairman : Now, we come to the top of page N-16—annuity to the 
widow of the late Honourable Norman McLeod Rogers, $2,500. Militia Pension 
Act—Payments under Parts I-IV . . . $4,962,368.03. That is the whole item 
$4,962,368.03 under the Pension Act. Any questions?

By Mr. Thatcher:
Q. I wonder if Mr. Ross would explain this pension of Sir Eugene Fiset 

I am just not clear on that.—A. Mr. Chairman, I would have to get the file on 
that. You will notice it was paid under authority of the Department of Justice.

Q. What are the rules? If a man is on the federal payroll can he retire 
and get a pension, and still go on some other department’s payroll and get paid? 
—A. Generally speaking, no.

Q. Was an exception made in this case?—A. I would have to get the file to 
get the answer to that.

Q. I would like you to get the file on that, if it is possible.
The Chairman : I may say there was a judgment rendered by the Supreme 

Court in the case of former Judge Carroll of the Court of Appeals, who was 
entitled on retirement to a pension of so much. He was later appointed lieutenant 
governor of the province of Quebec, and during the time that he was lieutenant 
governor of Quebec they withheld his pension. Later on his heirs sued and 
the final judgment of the Supreme Court ordered that his pension be paid 
during the time he was lieutenant governor, and of something around $30,000 
was paid to his daughters by judgment of the Supreme Court. That was in the 
case of Judge Carroll.

Mr. Thatcher: It may be that the legislation should be changed in that 
case. It does not seem fair that when a man gets another government job—

The Chairman : I do not think a person is considered to be holding a 
government job when he is the representative of the King in a province.

Mr. Thatcher: Well, the amount of his pay was $12,000 so it looks like 
a pretty good job.

The Chairman : Anyway Judge Carroll was entitled to a pension when he 
left the court of appeals in the province of Quebec, and as to Sir Eugene Fiset 
after his service in the Department of National Defence he was entitled to a 
pension; and then the government felt they were persons dignified enough to 
become the King’s representatives in Quebec. Why should they have lost their 
rights to their pensions. I am not arguing the case, the judgment of the Supreme 
Court in the case of Judge Carroll is there.

Militia Pension Act. Any further questions on that?
I referred to the case of Judge Carroll because I was familiar with it, and 

it is for that reason that I volunteered these remarks. I am sorry.
Any further questions on the item, Militia Pension Act?
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Mr. Fleming: These deductions from pay apply only to permanent service 
personnel, do they not?

The Witness: To the permanent force.
The Chairman : Transfers of pension contributions, $49,106.26.

By Mr. Fleming:
Q. Are these pension schemes similar to those prevailing under the Civil 

Service Commission?—A. Very much the same; the only difference I know 
is, in the case of service personnel their pension is based on the last six years 
average. I am speaking about the new Part V. In the case of the Civil Service 
I think it is a ten-year average, except for those who were in the service prior 
to some date away back around 1924. Comparing the present pension schemes, 
that is the only difference.

Q. The period of service to qualify for pension is the same in both cases? 
—A. Ten years, in both cases.

Mr. Pearkes : Would the amendments introduced in the new Militia Pen
sion Act which was passed last year be reflected in these accounts?

The Witness: They will come in next year’s accounts.
The Chairman : Vote 249, Militia Pension Act, Government’s contribution 

to the Permanent Forces Pension Fund, $9,046,347.00.
Mr. Fleming: Is there a set proportion for the government’s contribution?
The Witness: One and two thirds. The serviceman pays six per cent and 

the government pays ten per cent.
The Chairman : Are we through on this item?
At this moment, gentlemen, I will ask the Vice Chairman to take the chair 

as I am having a meeting with the Chairmen of other committees with the idea 
in mind of trying to arrive at an arrangement by which the committees will not 
sit at the same time. We have, for instance, on the External Affairs Committee 
eleven of our members, and we are going to try to arrange it that the meetings 
will not conflict.

Mr. Fleming : We wish you success.
The Chairman: Thank you. I know you are interested because you are 

one of the members on both committees.
—The Vice Chairman, Mr. David A. Croll, assumed the chair.
The Vice Chairman : Item 249.
Mr. Wright : Does that include mobilization and reconversion of the 

services, or does it only include the government’s contribution to the pension 
fund?

The Witness: Only the government’s contribution to the pension fund.
The Vice Chairman : “Mobilization and reconversion, departmental 

administration.”

By Mr. Wright:
Q. I wonder if we could have these civil salaries and wages broken down 

as we had them for the other departments, so that we could know the number of 
employees and the salary rates. We cannot do very much with just the one 
statement of: “Civil salaries and wages, $1,739,088.71”.—A. On page N-49 you 
will find a break-down of all salaries over $3,000.

Q. On which page is that?—A. On page N-49.
Q. Oh yes.—A. There is an alphabetical list, if you will notice.
Q. Yes, I see.
The Vice Chairman: “Allotments: Imperial War Graves Commission.”
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Mr. Fleming: Are we not taking these other items at the bottom of page 
N-16, Mr. Chairman?

The Vice Chairman : Are there any questions on any of the other items?
Mr. Fleming: “Travel and transportation”; is that an allotment which 

corresponds exactly to the estimate? I do not think it does. Have you the 
estimate that was the appropriation for that item?

The Vice Chairman: While the witness is getting it, Mr. Fleming, are 
there any other items which are of interest? The question is: What is the vote 
on travel and transportation?

Mr. Fleming : Yes.
The Witness: Are you speaking of civil salaries?

By Mr. Fleming:
Q. No, I mean the next item.—A. In the appropriation we had $200,200.
Q. $200,200?—A. Yes.
Q. What is the difference between the allotment and the expenditure?—A- 

The allotment is the amount which was allotted by the Finance Department for 
this particular primary out of the total vote.

Q. It is almost identical, in every case, or within a matter of cents.—A. As 
a matter of fact, in administration we can run pretty close in the year to our 
anticipated expenditure. We can transfer from one primary to another in order 
to meet our actual expenditures.

Q. I was wondering what the actual machinery was, and what the purpose 
was, or what was served in making this allotment. You start off with your 
appropriation. You will keep, presumably, within it. But does the Treasury 
Board, in dealing with these primaries, fix an amount prior to the expenditure, 
or does this represent an approval of the expenditure?—A. We cannot spend any 
money at any time beyond that which is allotted by treasury.

Q. So after parliament appropriates a sum for the purpose, the Treasury 
Board then takes it in hand and makes an allotment?—A. Yes.

Q. And that allotment represents the ceiling under which the Treasury 
Board raises the amount within the appropriation of parliament?—A. That is 
correct.

By Mr. Wright:
Q. You are allowed to transfer, let us say, from 'freight and express to 

maintenance and repair of property?—A. If that were necessary, yes.
Q. You do have that authority?—A. No, we do not have it. The Treasury 

Board will make this allotment ; they will make the change based on the expen
ditures that are being made.

By Mr. Fleming:
Q. Were any such transfers made from item to item under the sums appro

priated1 by parliament?—A. It is within the sum voted ; it is all in one vote.
Q. During this vote for “Departmental administration”?—A. Yes.
Q. We understand that the details which we receive in the House of 

Commons are not finally binding; in other words they do not prevent the trans
fer from one detailed service to another under the general vote. Under that 
particular item it would be interesting to know how close you came to the details 
set out in the book of estimates. Some of these amounts are small.—A. The 
estimates are made up months before.

Q. We know that. We went all over this subject last year.—A. And they 
are subject to variation all the time. Circumstances arise which necessitate the
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employment of additional personnel, for example, and we have to obtain pay and 
allowances out of the appropriation. We might find an economy in one place 
which would enable us to do so.

Q. I would be interested to see how close you come to the amounts set 
forth in the pages of details of the book of estimates.—A. It would be easy, if the 
department were static. But the way we have been operating since the end of 
the war, it is pretty difficult to come close to any estimate.

The Vice Chairman: Anything else on “Allotments: Department 
Administration”?

By Mr. Fleming:
Q. I see an item entitled “Miscellaneous Stores”. Could we have an explana

tion of it? It is about the eighth line down. What is the nature of it?—A. This 
would probably be for inspection service stores, and gauges for inspection wrork.

The Vice Chairman: Inspection work?

By Mr. Fleming:
Q. Inspection work carried out by civilian personnel of the department?—A. 

Inspection; for the supply of gauges and the inspection of service equipment. It 
represents the tools necessary for inspecting ammunition, or electronic equipment, 
on for use in the laboratory for testing paints, for example.

Q. “Printing, stationery and office equipment, $86,000 odd.” Is some attempt 
made to exercise any effective control over items of that kind with a view to 
reduction of expenditures where possible?—A. We do that all the time. We 
circularize and we check back all the time on all printing and stationery.

The Vice Chairman: That is what Mr. Fleming first objected to, I mean 
circularization, using up more paper.

_ The Witness: The only way we can tell people to cut out things is to draw 
"heir attention to them; and there is no better way of doing it than to keep on 
dinning at them all the time.

By Mr. Fleming:
Q. Whose particular task is it to do this dinning?—A. The deputy minister’s 

office, usually.
, Q. There is another item of $41,143 for communication services. Can we 
have an explanation of that?—A. That covers postage, telephone and telegraph, 
^nd cable charges. Public relations and inspection service use some of it, also 
departmental administration. There is a case in point where we had estimated 
*42,600, while the expenditures were $41,141.
_ , Q. You mentioned “postage”. Do you not use the frank in all cases?—A. 
I his is outside of Ottawa. There are inspection services located all over the 
country.

Q. You also mentioned public relations. What is that item?—A. They 
tvme. u.nder the administration branch for communications. They come under 
the civilian administration.

Q. Are these expenditures attached to the public relations officers of the 
three services?—A. Communications service, yes, for the three services. This 
Would bo only in so far as headquarters organization is concerned.

Q. What is the amount under that item, Mr. Ross?—A. $5,000.
Q. I want to clear that up. We had some testimony at an earlier meeting 

out the functions of members of the public relations branch, officers attached 
. .headquarters for the three services. These are expenditures which are 
lncidental to their work?—A. These would come within whatever figures you got. 
, Q. We had testimony as to the number of such officers.—A.. This is part of 
he expenditure of running the organization.
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Q. Then may we have some break-down of the last item, “Sundries, 
$82,875.95”?—A. The Book of Remembrance comes in that item, and govern
ment offices guaranty fund.

Q. Will you pick out the larger amounts?—A. $19,400 is what we put in 
for that. I am not sure what the expenditure was, but I shall get it. Government 
offices guaranty fund, $6,000. We pay so much to the guaranty fund.

Q. That is a fidelity guaranty?—A. No; it is under the government itself, 
now; and there is a tri-service recording studio.

Q. A recording studio? What is that?—A. Public relations set up a joint 
service recording studio for recording anything in connection with the three 
services. I shall get you some information on it.

Q. What is the amount of that item?—A. It is $10,000.
Q. I am thinking of the amount of the expenditure?—A. I shall produce 

that information.
The Vice Chairman : Very well. You are to get the answer to the “Sundries” 

item, particularly having to do recording?
Mr. Fleming: I think the simplest thing would be for Mr. Ross to give 

us a break-down of the expenditures under that item.
The Vice Chairman : Very well.

By Mr. Fleming:
Q. On page N-17, the last paragraph under this heading has to do with a 

defalcation. Has there been recovery in full?—A. I doubt it.
Q. I gather this has been written off, has it?—A. It probably will be 

written off to deferred claims as an expenditure.
Q. What I want to get clear is the method by which you write it off. Is that 

going to be done by direct item in your estimates or by parliamentary 
appropriation. Is that the method, or do you just take it out?—A. No, we have 
to get approval of Treasury Board before this can be shown as an unrecoverable 
item.

The Vice Chairman : It probably will be on that list which should be 
presented to us very shortly.

Allotments: Imperial War Graves commission.
Mr. Pearkes : Before you go on from that I have one question. How many 

were employed in that year in the minister’s office, and in the deputy minister’s 
office; that comes under civil salaries and wages?

The Witness: I will get that information.
The Vice Chairman : He will bring an answer to that next time, General 

Pearkes. Is there anything further on that item, Imperial War Graves 
Commission?

By Mr. Fleming:
Q. I am wondering about the accounting for that item, Imperial War Graves 

Commission? Is that cost arrived at by the allotment of shares to the various 
participating countries?—A. Yes.

Q. And does the department apply any accounting check at all?—A. No. 
We have representation on the Imperial War Graves Commission.

Q. And you simply accept the allotment the commission sets?—A. Canada’s 
share that year happened to be 7-78 per cent of the total. It changes. It will 
probably be more in the future based on new operations.

The Vice Chairman : The next item is, allotments : Canadian army—active 
force. Are there any questions on that, gentlemen?
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Reserve force (including Canadian officers training corps).
Mr. Peark.es: Plave we got the numbers who were at training camp? Would 

that be covered by this?
Mr. Fleming: Mr. Chairman, there is a point about that. The numbers 

attending camp in 1950 appear on page 349 of proceedings No. 12. That was 
part of the first of three questions that I asked Mr. Drury. I think the 

I second one is not fully cleared up yet. I am reading from the notes. I think
1 there may be two or three more questions required on that. The third one I

understand Mr. Drury is not quite ready with yet.
Mr. Drury: That is correct.
Mr. Fleming: I can clear up the second one briefly if you wish me to.
The Vice Chairman: With Mr. Ross?
Mr. Fleming: No, with Mr. Drury.
The Vice Chairman : All right.
Mr. Fleming: Mr. Drury, my second question was as to the numbers of 

those who were authorized to attend camp in the year. You gave the number 
actually attending (this is for reserve army only) officers, 2,595, other ranks, 
8,646; a total of 11,241. And now, in the question we had come to the point of 
comparing that figure with the number on the strength of the reserve army and 
We came to the conclusion that that was about 25 per cent of the strength 
authorized at the time; but you also pointed out that the authorized1 strength 
°f the reserve army was determined by Treasury Board, and that, I think, was
90,000?

Mr. Drury: A ceiling of 90,000.
Mr. Fleming: Yes. Then what do you say as to the number of those who 

Were authorized to attend camp, if they had been there and attended, of the 
uumber authorized?

Mr. Drury: The number authorized was no specific number but all those 
Mio were on strength—those on the strength of the units were authorized to go
to camo.

Mr. Fleming: And the authorization of 90,000 made by Treasury Board 
w°uld, if that number had been recruited up to strength, have been authorized to 
attend summer training camp under that authorization?

Mr. Drury: Well, I might have to qualify that. If there had been 90,000 
strength in 1949-50 we might not have had sufficient accommodation at camp 

to take care of that number—the number that could have been authorized.
Mr. Fleming: You mean authorized, or accommodated?
Mr. Drury : Accommodated. The question is really rather hypothetical, I 

toink. If we had had' 90,000 how many would have been authorized to go to 
eamp is what you’re after?

Mr. Fleming: Yes.
Mr. Drury: Well, I can only give a somewhat hypothetical answer ; if we 

aad had 90,000 on strength "we would have endeavoured to see that 90,000 were 
authorized to go.

Mr. Fleming: Well, put it this way: You are trying to recruit the reserve 
f^y up to a strength of 90,000, and we have been told that was the ceiling set 
by Treasury Board.

Mr. Drury: It was the ceiling, but what I have pointed out is that this
not our target; we were endeavouring to recruit 100 per cent officers, warrant 

officers and N.C.O.’s, and 50 per cent of the men.
Mr. Fleming: But it was within this figure of 90,000 authorized.
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Mr. Drury: Within the figure of 90,000; but probably the important point 
about this is that any man who was qualified to go to camp and could go was 
so authorized to go ; no one was refused.

Mr. Thatcher: I don’t just get it.
The Vice Chairman: It follows another question Mr. Fleming was asking 

along the same line the other day.
Mr. Fleming: There were three questions I asked, and I am now dealing 

with number two in my series of questions.
Mr. Thatcher: Oh, yes.
The Vice Chairman: He will be finished in a minute.
Mr. Fleming: The answer to the first question appears at page 349 of our 

proceedings number 12. The second question is the one I am trying to clear up 
now, and on the third one Mr. Drury has not the answer available as yet.

Mr. Thatcher: Oh, I see.
The Vice Chairman : Have you anything more?
Mr. Fleming: I have one question on the table on page 3—
The Vice Chairman : Let us not get into the table now. At the moment 

we are on this. We will get back to the table when we have an opportunity.
Mr. Fleming: I think you had better let me finish this question while I 

am on it.
The Vice Chairman : All right.
Mr. Fleming: I notice that under one heading here you show the camp 

attendance, reserve forces 1950. I was wondering about that 1950. Would that 
be the summer camp of 1950, or for the fiscal year 1949-50?

Mr. Drury: I am sorry, this is in the summer of 1950 which is in fact a 
fiscal year later than you asked for.

Mr. Fleming: Yes, it should be the fiscal year 1949-50, which in fa<d 
would be the summer of 1949.

Mr. Drury: That is right.
Mr. Fleming: We haven’t got the figures for the reserve for that summer- 

Are the figures readily available for the summer camp of 1949, Mr. Drury?
Mr. Drury: They are, and with the permission of the chairman I would 

like to substitute the table relating to the summer of 1949 for the one "shown 
here.

The Vice Chairman : I do not think you could substitute but you can 
add. I do not think it can be withdrawn. Does it make any difference?

Mr. Drury: The total is different.
The Vice Chairman : No, no; is it important that this table should not 

appear on the record?
Mr. Drury: Well, merely that previously the chairman had ruled—
The Vice Chairman : Aside from that is there any security reason ?
Mr. Drury: No.
The Vice Chairman: There is no security reason?
Mr. Drury: No.
The Vice Chairman: It was merely a case of misunderstanding?
Mr. Drury: Yes.
The Vice Chairman : I do not see any objection to leaving it on the record. 
Mr. Robinson: It has received a fair amount of publicity now anyway.
The Vice Chairman : Have you the other table ready for us now?
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Mr. Drury: If it is desired.
Mr. Fleming: Put it in for 1949.
The Vice Chairman: We will file it as an exhibit.
Mr. Fleming: Is it in the same form as this?
Mr. Drury: No, I think it only gives the total figures, 10,204; but unfor

tunately it is not broken down as this one is by corps.
Mr. Fleming: It would not 'be very difficult, surely, to break it down by 

corps?
The Vice Chairman: Yes; break it down for our next meeting, can you do 

that?
Mr. Drury: Yes.
The Vice Chairman : Thank you.
Mr. Drury: Mr. Chairman, what I can do is have it broken down, hand 

't in to the clerk, and it will be printed.
The Vice Chairman: That is right, Mr. Drury.
Mr. Pearkes: Would1 it be possible, when you are breaking that down, 

to show where the camps were instead of simply showing R.C.A.? Some of 
the R.C.A. have gone to Shilo and others have gone to Petawawa. It would 
give us a clearer picture as to the size of the various camps if it were done 
that way rather than by units.

Mr. Drury: That would he possible in respect of the main camps, General 
Pearkes, but there are a number of local camps. If you want it in relation 
to the main camps we can do that quite easily.

The Vice Chairman: Would that be satisfactory, gentlemen?
Mr. Pearkes: Yes, I think we are not concerned with the little local 

camps which one unit went to.
Mr. Fleming : Your observations about those authorized to go would 

he the same for the summer of 1949 as you have already stated with respect 
ho this table on page 349?

Mr. Drury: That is correct.
Mr. Fleming: That figure of the 90,000 ceiling fixed by the Treasury Board 

antedates the summer of 1949?
Mr. Drury: 1947—that is right.

See Addendum: Camp Attendance Reserve Force 19^9-50
The Vice 'Chairman: Gentlemen, let us get back. We have just finished 

the graves and we were on the active army or rather allotments for the reserve 
army on, page N-17.

Mr. Fleming: We had not dealt with this other one?
The Vice Chairman: I called it but there were no questions then. Are 

there now?
Mr. Pearkes: What was it?
The Vice Chairman: Page N-17, “allotments: Canadian army—active 

force”. There -were no questions, so I passed on to the reserve.
Mr. Fleming: Well, number “C”, freight and express, includes freight and 

express on furniture and effects. Whose furniture and effects are those? Are 
those persons from Commands being moved about?

The Witness: Personnel being moved: from station to station.
The Vice Chairman: “Allotments: Canadian army—reserve force (including 

Canadian officers’ training corps)”.
Mr. Thatcher: I wonder if Mr. Ross would tell me where the Saskatchewan 

Notaient is in this thing?
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The Vice Chairman : Mr. Ross only explains what is in here and not what 
is not here.

Mr. Thatcher: Does that mean there was nothing for Saskatchewan in 
here?

The Witness: Well, you are only dealing with certain things. If you will 
look on page N-23 you will find some items.

The Vice Chairman : We cannot—

By Mr. Thatcher:
Cj. I notice Saskatchewan is the only province not listed for this particular 

item we are dealing with. I was wondering whether that was an error or 
whether there was just nothing spent.—A. There would be some expenditures 
in Saskatchewan.

Q. Can you tell me where?—A. I said N-23. There is an item there. 
Dundurn has married quarters. This is only a small item with reference to 
the acquisition and construction of properties.

Mr. Wright: Would that indicate there were no reserve forces that went 
to camp in Saskatchewan that year?

The Witness: I am afraid not—I will check that. There were some.
This means just that there was no construction for the reserve force that 

year. A camp was run, I understand, for the summer of 1949.
Mr. Wright: There was no construction work done at the camp?
The Witness: No. For the reserve force—

By Mr. Fleming:
Q. I did not realize you were moving on to the reserve army. I have a 

question under travel and. transportation for the active force. In note “B > 
I see travelling expenses and allowances to civilian personnel, $64,000 odd. 
There are other items making a total of $2,682,000. Was any of this for travel 
outside of Canada?—A. It might be.

Q. On what occasion would that be, because this was the year before
Korea and I take it------A. There would be very little—you mean for service
personnel?

Q. Or civilian personnel.—A. There would be very little outside of Canada.
Q. On what occasions would civilian personnel have to travel outside ot 

Canada?—A. To the United States or to England.
Q. For what?—A. On courses—
Q. Civilian personnel?—A. No.
Q. I am asking for civilian personnel.—A. Civilian personnel go to the 

United States. If I go to the United States that would be charged. If you had 
a civilian in a department or branch of the service who was going down on say 
equipment, his civilian personal travel would be included in that. The bulk 
of this, I am sure, is in Canada.

Q. That is what one would expect but have you, in your accounting, any 
readily available breakdown showing the amount spent for travel outside of 
Canada?—A. I could get that for you. We have not got it handy but I could 
get it. It is not broken down that way; it is just in bulk.

Q. Is it very difficult?—A. I will look and see. What you would like 's 
how much was outside Canada?

Q. Yes, what is outside Canada, and if you have it, for civilian personnel 
on the one hand as against service personnel.

The Vice Chairman : “Allotments: Canadian army—reserve force”.
Mr. Pearkes: Before you go on with that can you tell me how much money 

was spent on reserve army personnel going to India or Pakistan during that year-



PUBLIC ACCOUNTS 397

Mr. Croll: Reserve army?
The Witness: There were only a few—you mean those special officers?

By Mr. Pearkes:
; Q. Yes.—A. I can get the figures. We gave an answer already, did we 

not? I am not sure but what that has been answered already in the House.
Q. You gave the names of those who went?—A. And their expenses.
The Vice Chairman : If it is you will refer to it?
Mr. Pearkes : If it is difficult to get it, it does not matter.
The Vice Chairman : Are there any other questions on the item at the 

bottom of page N-17?

By Mr. Fleming:
Q. I have a similar question on travel and transportation for the reserve 

forces. Was any of that outside Canada?—A. No, I would say all of that was 
inside Canada.

Q. No portion of civilian personal expenses and allowances is charged up 
fo this item?—A. No.
u The Vice Chairman : We are now down to the bottom of page N-19— 
allotments: Canadian army cadets”.

Allotments: Canadian army—general.
By Mr. Fleming:

Q. For these items which follow on pages -N-20 and N-21, your headings 
suggest that they arc items of expenditure for the purpose of acquiring new 
Properties. Is that true in all cases?—A. No, construction and purchase—you 
"'ill notice it gives the details below. Under “Nova Scotia”, you will see water 
supply—

Q. There is no maintenance here?—A. No.
Q. It is acquisition of property or construction of new buildings?—A. 

Maintenance is shown above that—4,700,000.
The Vice Chairman: Operating expenses—
The Witness: First of all you have got rental of buildings and properties, 

1461.273; then operating expenses of properties, $4,744,149, and the rest is 
acquisition and construction of properties.

The Vice Chairman : That item carries over into N-27 gentlemen.
The Witness: N-24.
The Vice Chairman : Oh, yes. Is there anything within the scope of those 

Pages that is of interest?
Mr. Wright: “Canadian army—general” includes all these pages here? I 

uotice, as far as Saskatchewan is concerned, and Dundurn, that there is only one 
•Harried quarters constructed there, and there has been very little construction 
"ork. Is it the intention to continue with that camp or is it so well built there 
18 Ho need for further construction?

The Witness: It will still be continued but it is in pretty' good shape. 
The province has one building in use if you will remember—they have the main 
administration building.

Mr. Thatcher: Mr. Chairman, I notice at various point ; there have been 
sums spent for landscaping.

The Vice Chairman: Put your finger on one.
Mr. Thatcher: N-21, 3530 Atwater Avenue, $18,000.
Mr. Fleming: The third item,.
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The Vice Chairman : Yes, landscaping the headquarters.
Mr. Thatcher: What would that be?
The Vice Chairman: The annex to building.
Mr. Fleming: No, the next item, $5,000.
The Vice Chairman : $5,000 for landscaping?
The Witness: Well, at the end of the war we had a number of buildings 

at Atwater avenue. They were ordinary wooden buildings and part of the under
taking, or part of the agreement with the city to permit us to remain in those 
buildings, was that we would fix not only the surrounding territory, the ground 
and all that sort of thing, but that we would brick the buildings to: conform 
with the fire regulations.

By Mr. Thatcher: 3
Q. The bricking of the buildings would be included in these figures?— 

A. No, that was done, I think, before. This is the final clean-up of landscaping 
the terrain that -was disturbed during the building of the brick work and laying 
of pipes and all that sort of thing. You will find it in all the camps especially 
in any big camp. Ditches are dug for pipes and roads and these have all got 
to be put into shape after we are through, and this landscaping covers quite 
a wide field.

Q. I see.—A. It is not what really might be called landscaping such as is 
done by the Federal District Commission.

By Mr. Fleming:
Q. Mr. Chairman, my questions are rather general at this point on these 

various items. Did the department carry on any of this work itself, such as 
the construction of new buildings, for instance, or the installation of such things 
as heating systems, laying of asphalt in the course of re-surfacing parade 
grounds and all that sort of thing? Was any of that done by the department 
through its own personnel or was all this work carried on under contract with 
outside organizations?—A. Well, some of the work, Mr. Chairman, was done 
by the Canadian Engineers with day labour, but to find out just exactly what 
part of it, I would have to make an analysis. These expenditures here, in which 
we employ contractors, are reflected in the details of the contractors’ accounts 
at the back of our report. We had quite a lot of construction. We started out, 
as a matter of fact, to do the married quarters at Borden but subsequently we 
required a larger number of married quarters and we had to get outside help 
to do that.

Q. When you do that do you depart entirely from the practice of having 
the army engineers do the construction?—A. No, they still do some construction 
work with day labour. Maintenance is done by the engineers.

Q. All maintenance is done by the engineers?—A. Most of it, quite a lot.
Q. I am not anticipating any questions there may be on items starting 

at page N-25 but may we take it in general that army engineers do all the 
repair work?—A. They do quite a bit. They cannot do it all as they have not 
enough engineers.

Mr. Benidickson: Mr. Chairman, have we got a quorum at the present 
moment?

The Vice Chairman : Now that you have called my attention to it, you 
are right. We have not a quorum. Besides it is a quarter to six.

Mr. Wright : Before we adjourn, Mr. Chairman, I wanted to ask if it is 
possible to have some of the forms or types of contracts which the Canadian 
Commercial Corporation used during the year 1949-1950, filed with the com
mittee so that when we reach that item we will have these contract forms and
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know something about them. At several points during our discussion to date on 
these items we have been told that this can be brought up only under the 
Canadian Commercial Corporation. These items we are dealing with now. 
much of this construction was let by the Canadian Commercial Corporation 
through contract, and I would like, if possible, to have the various forms ot 
contracts used by the Canadian Commercial Corporation during the year under 
discussion filed with the committee so we can study them.

The Vice Chairman: There should not be any difficulty about getting the 
ordinary forms from the Canadian Commercial Corporation.

Mr. Campney: If we are going to have these forms brought in there will be 
questions asked about them, so would it not be advisable to have an official 
present?

Mr. Wright: I just want them filed so that when the Canadian Commercial 
Corporation comes before the committee we will have them.

The Vice Chairman: That will be done and we can file them as an appendix. 
There will be no questioning on the forms when they are filed.

Mr. Wright: No, but I think it will save time when the Canadian Commer
cial Corporation comes before us.

The Vice Chairman: Have you anything else to say, Mr. Drury?
Mr. Drury: No.
The Vice Chairman: Then we will adjourn.
The committee adjourned.

(
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APPENDIX “A”

P.C. 43/1880

Certified to be a true copy of a Minute of a Meeting of the Treasury Board, 
approved by His Excellency the Governor General in Council, on the 
14th May, 1947.

Justice
The Board had under consideration the following memorandum from the 

Right Honourable the Minister of Justice:
“The undersigned has the honour to recommend that the following Order 

be made:

Order

1. This Order may be cited as the National Defence Claims Order, 1947.
2. In this Order, unless the context otherwise requires,

(a) “Minister” means the Minister of National Defence,
(b) “Deputy Minister” means the Deputy Minister of National Defence,
(c) “Department” means the Department of National Defence,
(d) “officer or servant of the Crown” means an officer or member of the 

Naval, Military or Air Forces of Canada, or an employee of the 
Department, and

ie) “Negligence of a minor character” means that, in the opinion of the 
Deputy Minister of Justice or the Judge Advocate-General, as may be 
required by this Order, the facts as disclosed indicate only a slight 
degree of negligence and do not involve. recklessness, undue careless
ness or intentional commission of a wrongful act or an intentional 
omission to perform a legal duty.

3. Every claim against the Crown arising out of any death or injury to 
the person or to property alleged to result from the negligence of any officer 
or servant of the Crown while acting within the scope of his duties or 
employment shall be dealt with under this Order.

4. (1) When the Department becomes aware that circumstances have 
arisen that may give rise to a claim against the Crown, it shall cause an 
immediate investigation to be made thereof in such manner as the Judge 
Advocate-General, by specific or general direction, may direct, notwithstanding 
that Naval, Military or Air Force regulations require that an investigation be 
carried out in the manner therein stated.

(2) In the course of the investigation there shall, insofar as appropriate 
and possible, be obtained

(a) an exact statement of the duties of every officer or servant of the 
Crown involved,

(b) a statement establishing whether or not every officer or servant of 
the Crown involved was on duty and acting within the scope of his 
duties or employment at the time of the alleged occurrence.
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(c) a statement from every officer or servant of the Crown involved 
setting forth the circumstances of the alleged occurrence as he 
knows them and whether or not he was acting within the scope of 
his duties or employment at the time,

(d) a statement from every other person having any knowledge of the 
circumstances,

(e) a copy of every report made to or by the Police or local authorities 
in connection with the circumstances giving rise to the claim,

(/) such plans, sketches or photographs as may be necessary to under
stand the exact nature of the occurrence, and

ig) all other material or information of any kind whatsoever that might 
assist in determining whether the Crown is liable.

(3) The Department shall, if necessary, obtain the assistance of the Royal 
Canadian Mounted Police for the investigation.

(4) Where Naval, Military or Air Force Regulations require an investiga
tion to be made in respect to a claim dealt with by this Order, that investigation 
need not be made unless the Naval, Military or Air Force officer in command 
or other service authority concerned, considers it necessary for some other 
Purpose than to comply with this Order and if made, that investigation shall 
be separate and distinct from the investigation required by subsection one of 
this section unless the Judge Advocate-General otherwise directs.

(5) All material obtained on an investigation made pursuant to this Order 
shall be forwarded to the Judge Advocate-General in such manner as he shall 
from time to time direct and he may direct such further investigations as he 
deems necessary.

5. Where the combined amount of all claims arising out of deaths or 
injuries to the person or to property that are alleged to have resulted from any 
alleged negligence does not exceed five hundred dollars, the Judge Advocate- 
General may express an opinion

(a) whether or not there is any legal liability on the part of the Crown,
(b) if there is liability, whether the claim should be settled in full or 

an endeavour made to effect a compromise,
(c) if the officer or servant of the Crown involved has been identified, 

whether or not he is legally liable to reimburse the Crown in respect 
of the liability, and

(d) if there is liability, whether the negligence was of a minor character 
and the reasons why the negligence was not considered to be of a 
minor character if that is his opinion.

and, in any case where the Judge Advocate-General does not express an opinion 
under this section, it shall be referred to the Deputy Minister of Justice for his 
opinion on the aforesaid questions.

6. Where the Deputy Minister of Justice or Judge Advocate-General, as 
the case may be, has given an opinion to the effect that there is no legal liability 
°n the part of the Crown, the Department shall so advise the claimant and deny 
all liability with respect to the claim.

7. Where the Deputy Minister of Justice or Judge Advocate-General, 
as the case may be, has given an opinion to the effect that the Crown is 
legally liable but that the claim is excessive, the Department shall communicate, 
without prejudice, with the claimant and endeavour to arrange a settlement 
m accordance with his advice or subject to his approval.
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8. If the Deputy Minister of Justice or the Judge Advocate-General, as 
the case may be, has given an opinion to the effect that there is legal liability 
on the part of the Crown and that the claim or any part thereof should be paid

(a) when the claim is one upon which the Judge Advocate-General has 
or might have given an opinion under this Order, the Chief Treasury 
Officer in the Department shall, upon the authority of the Deputy 
Minister, make the payment to the claimant in full settlement of 
his claim, and

(b) in any other case application shall be made to the Treasury Board 
for authority to make the payment.

9. Except in the case of a claim arising from an incident in which one of 
His Majesty’s ships was involved, where, in the opinion of the Deputy Minister 
of Justice or Judge Advocate-General, as the case may be, an officer or servant 
of the Crown is legally liable to reimburse the Crown and the negligence involved 
is not of a minor character, the Treasury Board or Deputy Minister, as the 
case may be, when authorizing payment of the claim shall at the same time order 
that the officer or servant make reimbursement and after the claim has been paid 
in whole or in part a demand shall be made in the manner hereinafter provided 
upon the officer or servant for reimbursement to the following extent;

(a) where the amount paid is twenty-five dollars or less, the full amount 
paid,

(b) where the amount paid is more than twenty-five dollars and not more 
than one hundred dollars, one-half of the amount paid or twenty-five 
dollars whichever is the greater,

(c) where the amount paid is more than one hundred dollars and not 
more than three hundred dollars, one-third of the amount paid or 
fifty dollars whichever is the greater,

(d) where the amount paid is more than three hundred dollars and not 
more than five hundred dollars, one-quarter of the amount paid or 
one hundred dollars, whichever is the greater, and

(e) where the amount paid is more than five hundred dollars, one-fifth 
of the amount paid or one hundred and twenty-five dollars, whichever 
is the greater,

or for such lesser amount as the Treasury Board may order.
10. A demand under this Order on an officer or servant of the Crown shall 

be made and enforced in accordance with the following procedure:
(a) the Judge Advocate-General shall forward to the Department a 

statement setting out the reasons why the negligence of the officer or 
servant of the Crown concerned is not considered to be of a minor 
character,

(b) the appropriate officer shall then cause a written demand to be sent 
to the officer or servant of the Crown concerned incorporating therein 
the aforesaid reasons,

(c) such demand shall require the officer or servant, if he is an officer 
or member of the Naval, Military or Air Forces of Canada to show 
cause, within seven days after the receipt by him of the demand, 
why he should not be put under stoppages of pay, allowances or other 
emoluments to reimburse the Crown in the amount so demanded,

(d) unless otherwise ordered by the Treasury Board, if the officer or 
servant, other than an officer or member of the Naval, Military or 
Air Forces of Canada, fails within a reasonable time to arrange for 
the payment of the amount so demanded, the matter shall be referred
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to the Deputy Minister of Justice with a request that he recommend 
what legal steps should be taken in order to enforce payment, and 

(e) if the officer or servant of the Crown, being an officer or member 
of the Naval, Military or Air Forces of Canada, fails within the 
aforesaid period of seven days to show cause why he should not 
be put under stoppages as aforesaid, or if purporting to show cause, 
the reasons which he has advanced are not considered by the Deputy 
Minister to warrant the said officer or servant not being placed under 
stoppages as aforesaid, or if after further investigation, the Deputy 
Minister does not consider that satisfactory cause has been so shown, 
the Deputy Minister may make such Order as to him seems just for 
the stoppages of all or any part of the pay, allowances and other 
emoluments granted to or in respect of the officer or servant for the 
purpose of paying the amount so demanded ; or where the officer or 
member of the Naval, Military or Air Forces of Canada on whom the 
demand is made has left the Service, he may refer the matter to the 
Deputy Minister of Justice for his advice as to what legal steps 
should be taken to enforce payment.

11. The provisions of Order in Council P.C. 80/1045 dated the nineteenth 
day of March, nineteen hundred and forty are not applicable to a claim dealt 
with by this Order.

12. This Order is effective as of the first day of April, nineteen hundred 
and forty-seven.”

The Board concur in the above report and recommendation, and submit 
the same for favourable consideration*

(Sgd.) A. D. P. HEENEY, 
Clerk .of the Privy Council.

APPPENDIX “B”

P.C. 254-1/2727

Certified to be a true copy of a Minute of a Meeting of the Treasury Board, 
approved by His Excellency the Governor General in Council, on the 28th 
May, 1949.

Treasury Board
The Board recommend that Order in Council P.C. 43/1880, of May 14, 1947

(National Defence Claims Order, 1947) be amended by adding to section 5
thereof the following Subsection:

(2) When a claim against the Crown arising out of the negligence 
of an officer or servant of the Grown has been paid after judgment of a 
court or otherwise when no opinion has been expressed by the Deputy 
Minister of Justice or the Judge Advocate General under both paragraph 
(c) and paragraph (d) of subsection one of this section, the matter shall 
be referred to the Deputy Minister of Justice or the Judge Advocate 
General for an opinion under those paragraphs.

(Sgd.) N. A. ROBERTSON,
Clerk of the Privy Council.

The Honourable
The Minister of National Defence
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APPENDIX “C”

DEPARTMENT OF NATIONAL DEFENCE 
ADVANCE PAYMENTS TO CONTRACTORS—1949-50

STANDING AS AT MARCH 31, 1950

Contractor
Amount of 

Contract
Amount of 

Advance

Amount 
Outstanding 

March 31, 
1950

Rolls-Royce Ltd .................................. $ 432,510.91 0948-49) ,$ 42,207.60 $ 5,313.22

Government of U.S.A......................... 495,000.00
(1949-50) 797.51

495,000.00
797.51

495,000.00
British Aeroplane Engines Ltd. ... 255,553.61 117,761.96 45,304.56
Canadair Ltd........................................ 30,262,890.00 3,646,500.00 3,646,500.00
Canadian Marconi Co......................... 501,148.56 200,000.00 200,000.00
De Haviland Aircraft of Canada .. 1,189,378.73 250,000.00 67,636.13

" “ “ “ 518,165.58 122,788.00 81,858.65
“ “ “ “ 152,437.23 25,781.00 14,227.83
“ “ " " 301,643.07 42,477.42 39,605.47

Upton Bradeen & James Ltd........... 712,259.71 234,800.88 234,800.88

i

l
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ADDENDUM

(Being an addition to Appendix “B” to Minutes of Proceedings and Evidence 
of Thursday May 10—Volume 12, page 349.)

ALLOTMENT OF TRAINING TIME CANADIAN ARMY RESERVE
FORCE—1949-50

The allotment of training time was as detailed hereunder :
(a) A training period of 30 days is authorized for all ranks.
(b) Of the 30 days authorized in sub-para (a) above, 10 days may be 

spent at annual camps by 11,000 all ranks.
Note : It is not intended to restrict the attendance at camps for 

each Command. If Command allotments are to be exceeded, Com
mands will inform Army Headquarters accordingly.

(c) An additional 15 days training time is authorized for 26,900 all 
ranks divided proportionately among Commands. This period is 
specifically allotted for the training of officers, NCOs and selected 
other ranks, i.e., tradesmen and key specialists.

(d) The following training may be conducted in addition to that author
ized above but is subject to approval in detail by Army Head
quarters. Pay for this training must be found from within Command 
allotments for 1949/50 which is based on that provided for training 
in sub-paras (a) and (c) above.
(i) attendance at Active Force Schools of Instruction.
(ii) attendance at or participation in special training, demonstrations 

and exercises.
(iii) attendance or instructing at courses conducted at Local Head

quarters.
(iv) administrative work in furtherance of unit training.

CAMP ATTENDANCE, BY CORPS, RESERVE FORCE, 1949-50

Offrs ORs Total
RCAC ..................................................... ............................................ 308 1,110 1,418
RCA ....................................................... ............................................. 721 2,551 3,272
RCE ....................................................... ............................................. 40 337 377
RC Sigs ................................................. .............................................. 69 244 313
RCIC ..................................................... ............................................. 724 2,945 3,669
RCASC ................................................ ............................................. 114 356 470
RCAMC ................................................. ............................................. 44 191 235
RCOC .................................................... .............................................. 23 53 76
RCEME ................................................ .............................................. 16 169 185
RCDC .................................................... .............................................. 1 1
C Pro C ................................................ .............................................. 12 77 89
C Int C.................................................. .............................................. 34 65 99

Total ............................................ .............................................. 2,106 8,098 10,204
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CAMP ATTENDANCE, BY CAMPS, RESERVE FORCE, 1949-50

Camp Command Offrs ORs Total
Esquimalt, B.C................ ............Western ....................... .................. 128 314 442
Chilliwack, B.C............... ............Western ....................... .................. 21 144 165
Wainwright, Alta........... ............Western ....................... .................. 135 681 816
Dundurn, Sask................. ............Prairie .......................... .................. 136 374 510
Shilo, Man........................ ............Prairie ......................... .................. 82 229 311
Petawawa, Ont............... ............Central ......................... .................. 910 3,624 4,534
Piéton, Ont....................... ............Central ......................... .................. 250 790 1,040
Barriefield, Ont............... ............Central ......................... .................. 58 208 268
Valcartier, P.Q............... ............Quebec ......................... .................. 222 1,004 1,226
Utopia, N.B..................... ............Eastern ......................... .................. 164 730 894

Total ......................... .................. 2,106 8,098 10,204
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MINUTES OF PROCEEDINGS
Hoxjse of Commons, Room 430.

^ Tuesday, May 22, 1951.
The Standing Committee on Public Accounts met, at 11.00 o’clock p.m. The 

Wee-Chairman, Mr. David A. Croll, presided during the greater part of the 
meeting and in the closing minutes, the Chairman, Mr. L. Philippe Picard, 
then being present, took the chair.

Members 'present: Messrs. Anderson, Ashbourne, Blue, Boisvert, Browne 
jot- John’s West), Campney, Cavers, Croll, Fleming, Fraser, Fulton, Gibson, 
delrne, Major, Nowlan, Pearkes, Picard, Richard (Gloucester), Robinson, 
Sinclair,Thatcher, Wright.

In attendance: Mr. C. M. Drury, C.B.E., D.S.O., E.D., Deputy Minister 
°‘ National Defence; Mr. A. Ross, C.M.G., Associate Deputy Minister.

The Committee resumed consideration, of the public accounts, relative to 
the Department of National Defence, for the fiscal year ended March 31, 1950.

The Vice-Chairman informed the Committee that a return, completing 
Appendix “B” to Minutes of Proceedings and Evidence of Thursday, May 10, 
'°1. 12, page 349, had now been printed in Vol. 14, page 405.

. In accordance with a request by Mr. Wright, a distribution was made of 
mimeographed copies of the following forms of Canadian Commercial Corpora
tion:

(i) Firm Price Construction Contract Form C.C.C. 35-1 ;
(ii) Cost Plus Construction Contract Form C.C.C. 43.

The adjourned examination of Messrs. Drury and Ross was resumed.
The witnesses tabled documents requested by the Committee which were 

ordered printed as Appendices to the day’s Minutes of Proceedings and Evidence 
as follows:

By Mr. Ross
Appendix “A”—Extract from The Canadian Almanac, for the 

years 1949 and 1950, respecting the Arctic Insti
tute of North America.

Appendix “B”—Survey of Rifle Associations activities, 1949-1950.
Appendix “C”—Breakdown of item described as Sundries Allot

ments; Departmental Administration, appearing 
on Page N-16 of Public Accounts.

Appendix “D”—Return concerning Government officials travelling 
outside of Canada.

By Mr. Drury
Appendix “E”—Enrolments into the Active Forces from the 

Reserve during 1947-48, 1948-49 and 1949-50.
Appendix “F”—Summary of Competitions — Canadian Army 

Reserve Force, 1949-50.
Other questions asked of the witnesses at previous meetings were answered 

verbally.

86380—U
407
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Mr. Ross was questioned at length with respect to other items of Public 
Accounts under study, and was asked to prepare detailed statements in respect 
of some of these. The witness indicated he would undertake to supply such 
information at the earliest possible date.

And the examination of Messrs. Drury and Ross still continuing; the said 
examination was adjourned to the next meeting.

At 12.35 o’clock p.m., on motion of Mr. Robinson, the Committee adjourned 
to meet again at 11.00 o’clock a.m., Thursday, May 24.

ANTOINE CHASSÉ, 
Clerk of the Committee.



MINUTES OF EVIDENCE
House of Commons, 
May 22, 1951.

v. filie Standing Committee on Public Accounts met this day at 11 a.m. The 
Vice-Chairman, Mr. David A. Croll, presided.

The Vice-Chairman: Order, gentlemen.
I just wish to call your attention to public accounts report No. 14. There 

"as a question asked by Mr. Fleming, on page 393, with respect to attending 
camp, training and similar matters. The answer to that is now on page 405. 
A“ere was another question asked by Mr. Wright, with respect to the Canadian 
Commercial Corporation.

Mr. Fleming : And, Mr. Chairman, there was a question asked by Mr. 
“earkes, on page 406 of the same date.

The Vice-Chairman: Yes, with regard to rifle association. That is another 
matter. The question asked by Mr. Wright, on pages 398 and 399, was one 
dealing with the Canadian Commercial Corporation, forms of contract. Several 
copies of those forms of contract are available here in mimeograph form. While 
copies of these forms are being distributed I may say that the first is a copy of 
nrm price construction contract form COC-35-1, of which there are 30 
copies; and there are 30 -copies of cost plus construction contract form CCC-43. 
1 will put a copy of each of these on the record and in the meantime the others 
can be passed around.

Mr. Fleming: Mr. Chairman, that looks like a pretty bulky document. 
Probably it would be easier for us to read it in the form in which it i-s now 
Prepared rather than have it put on the record. Have we enough copies of it 
f° go around without actually printing it? It was Mr. Wright’s question and 
>t Would appear to involve quite a large amount of printing.

Mr. Thatcher: We don’t need to have it printed.
The Vice-Chairman: We do not need to have it printed?
Mr. Thatcher: No.
The Vice-Chairman: Then -the clerk will have it passed around. There 

are enough copies for everyone.

Mr. A. Ross, Associate Deputy Minister, Department of National 
Defence, called :

The Vice-Chairman: Now, there are a number of questions to be answered, 
fhere was a question asked about the Arctic Institute of North America. We 
“ave an answer to that which I am tabling.

(Appendix A—The Arctic Institute of North America.)
The Vice-Chairman : Then there was a question with respect to damage 

claims. Can you answer that question, Mr. Ross?
The Witness: This is one of the claims which will be found on page N-8 

of Public Accounts, the payment to Roy Lobb and Lydia Lobb, of Beattie, 
Saskatchewan, -in the sum of $15,000; that has reference to a vehicle accident 
pi Saskatchewan in which the vehicle was damaged and a civilian was injured. 
It is a negotiated settlement.

409
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The Vice-Chairman: What is the other one? I
The Witness: The number of claims under $5,000 is 635; the total 

amount involved was $93,597.58.
The Vice-Chairman : The next is the questions asked by Mr. Pearkes with 

respect to the Dominion Rifle Association.
The Witness: I will table that, but there is one comment I would like to 

make: the total association membership was 8,168, made up of 2,011 provincial j 
and 6,157 military. We have shown here the ammunition allotment to the 
dominion and provincial associations. The bisley team is active force for the 
purpose of the exercise and the pay and allowances are paid by the Depart
ment of National Defence in addition to the $60,000 paid the Dominion ol 
Canada Rifle Association. The entire travelling expenses of the bisley team 
are paid by the Dominion of Canada Rifle Association. Also, the travelling 
expenses for the annual meeting of the Dominion of Canada Rifle Association are 
paid out of the grant to the Dominion of Canada Rifle Association.

Mr. Pearkes: Does that return also give the numbers and the membership 
of the bisley team? J

The Witness: It gives the numbers, also the attendance at the annual 
meetings of the provincial associations.

Mr. Pearkes: I am not interested in the membership because that depend» 
on whether you buy sweep-stake tickets or not.

(Appendix B—Survey of Rifle Association activities—1949/50)
The Vice-Chairman: Theni on page N-15, there was a question with 

respect to exchequer court awards. Have you the answer to that?
The Witness: The answer is that these are cases settled in the Excheque1 

Court as distinct from negotiated settlements under PC-43/1880 on page N*°-
The Vice-Chairman: Then there was another question on N-15, gratuities 

to families of deceased personnel.
The Witness : This is under the Civil Service Act, chapter 22, which 

provides that if a person dies while in the civil service after having had at 
least two years in the service an amount equal to two months of his salary 
shall be paid to his widow or to such person as the Treasury Board determines. 
The number paid in the fiscal year ending March 31, 1950 was 55.

The Vice-Chairman: Then, on N-15, the number of cases involved in 
vote 828.

The Witness: The number of cases involved in this instance is 14.
'The Chairman : Can you explain?
The Witness: Fourteen members of the Royal Canadian Air Force were 

killed while on leave without pay serving as instructors with civilian training 
organizations operated under the B.C.A.T.P.

Mr. Fleming: Have you the average award in each of these cases? 
must have been quite small.

The Witness: It is, proportionately; about $300. That is in addition to 
the payment made under the insurance plan. .

The Vice-Chairman : N-16 refers to the Sir Eugene Fiset claim.
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The Witness: This is a ruling by the Deputy Minister of Justice:

“DEPARTMENT OF JUSTICE 
CANADA

Ottawa, December 12, 1949.
141,041

Re: Petition of Right of 
Sir Eugene Fiset

Dear Sir:
The litigation in the case of the Petition of Right of Carroll et al. 

may now be regarded as concluded and the effect of the decision is that 
a pensioner of the Federal Government who is appointed to be the Lieu
tenant-Governor of a province, is not thereby to be regarded as employed 
in the public service of Canada. Consequently Sub-section 12 of Chapter 
4 of the Militia Pension Act is not applicable in the case of Sir Eugene 
Fiset, and it would be now in order to pay to him the balance of pension 
less proper deductions.

Yours truly,
(Sgd.) F. P. Varcoe,

Deputy Minister.”
'The Deputy Minister,
Department of National Defence,
Ottawa, Ontario.

The Vice-Chairman: N-16 is departmental administration sundries. I 
“ave a table here dealing with that. We will table it.

Appendix C—Departmental Administration Sundries
The Vice-Chairman : Then on page N-16, D.N.D. headquarters—adminis- 

ation civilian; the numbers employed in the minister’s office and in the office 
°i the deputy minister.

The Witness: That was tabled and it will be found on page 231 of the 
Public accounts minutes of proceedings and evidence No. 8, of April 26.

The Vice-Chairman : Then, on N-17, travel outside Canada.
The Witness: A return was tabled in the House of Commons in reply to 

a question by Mr. Diefenbaker giving the numbers, by months; and this shows 
a total of 565 active forces and 247 civilian; and the total expenditure is 
«167,343.19.

Mr. Fleming: Did you say that was a return tabled in answer to a question 
asked by Mr. Diefenbaker in the House?

The Vice-Chairman: Yes.

By Mr. Fleming:
Q. This-1 take it is for the 12 month period under review?—A. Yes, the 

fiscal year 1949-50.
Q. I understand also that it does not include any military, naval or air 

force attachés?—A. Oh no, there are no embassy or diplomatic officials there, 
that is only for service personnel authorized to travel outside of Canada.

Q. That means about a thousand persons, military and civilian personnel, 
travelled outside of Canada in this 12 month period on business for the 
department?—A. Mostly technicians. In the case of the navy they go to the 
United States and the United Kingdom to study and observe new techniques in 
defence development.

Q. What does the average work out to, per person?—A. $200.



412 STANDING COMMITTEE

Q. Were these nearly all in the United States?—A. No, there were quite 
a number in the U.K., quite a number of the navy. The army would be mostly 
the United States. In the Air Force it would be to the United Kingdom and 
the United States. I haven’t got it broken down.

Mr. Thatcher: Mr. Chairman, what page are we on?
The Vice-Chairman: We are answering questions asked previously.
Mr. Thatcher: What questions?
The Vice-Chairman : On page N-17, travel outside of Canada. That was 

one of the questions which were held over.
Mr. Fleming: Would there be a report on this which can go on the record?
The Witness: The return was made in the House of Commons on this.
Mr. Fleming: And the return in the House was for the same period?
The Witness: For the same period, actually. The question was: how many 

government officials or representatives of Canada had travelled beyond the 
confines of Canada in connection with government business month by month 
since the first day of April, 1949, and to date. The return was made up from 
April of 1949 to March of 1950.

Q. Have you the date of the filing of the return in the House so we can 
get the Hansard record? It is not very long and it might be well to put it on 
the record here.

The Vice-Chairman : Is that the return?
The Witness: That is the return which was filed.
Mr. Fleming: Can we have that on the record? We can go back to it again.
Appendix “D”: Return re travel abroad—Armed forces and civilians.
Mr. Thatcher: Has an answer been given to the question asked by Mr. 

Robinson in reference to page N-12? Has that been answered yet?
The Witness: No, the information will take a little longer to prepare.
The Vice-Chairman : N-12 was not answered, N-13 was.
Mr. Robinson: Is it the intention of the witness this morning to file an 

answer to my question of the other day or will I have to wait until later on for 
that.

The Vice-Chairman: I do not know yet, Mr. Robinson, not until we see 
what we have in the way of returns this morning.

The Witness: There is no return on that ready yet, Mr. Chairman. We 
can file it as a return as soon as it is ready.

The Vice-Chairman: Just one second before we go any further. Mr. Drury, 
have you any returns to give us this morning?

Mr. Drury : I have two, Mr. Chairman. The first is the number of enrol
ments into the active forces from the reserve during 1947-48, 1948-49 and 
1949-50. The totals by years are, 617, 903, 798 respectively, for a total of 2,318-

Appendix “E”: Enrolments into the active forces from the reserve during 
1947-48, 1948-49 and 1949-50.

I have also a summary of the competitions conducted in the Canadian army 
reserve force during the fiscal year 1949-50. I will file that.

Appendix “F”: Competitions—Canadian army reserve force 1949-50.
The Vice-Chairman: That contains five pages so it will be added as an 

appendix to today’s proceedings.
Mr. Fleming: That will go in the record too?
The Vice-Chairman: Yes.
The Witness: With respect to Mr. Robinson’s question—
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The Vice-Chairman: Have you the answer to that ready yet?
The Witness: No sir, that is not ready yet and will not be for some days 

yet. We have to go into the field to get some of the information Mr. Robinson 
asked for, things which are not available right here in Ottawa. We hope to have 
a ready in the course of the next week.

The Vice-Chairman : We are accumulating some returns as you see, gentle
men. I was waiting until the chairman returns so we will diseuse the matter with 
mm before fixing a date on which we can question the witnesses on these returns, 
f will try and have that perhaps for next Monday. In the meantime, we are at 
Page N-25.

Mr. Sinclair: When you say you are fixing dates, has any consideration 
been given to when we can start work on this write-off of old debts? We were 
discussing that two meetings ago.

The Vice-Chairman : Let that stand, Mr. Sinclair, and I will discuss that 
With the chairman too. We are now on page N-25 of Public Accounts, 
gentleman.

Mr. Thatcher: I would like to ask Mr. Rose—if he is not the proper official 
Perhaps I might wait until the Canadian Commercial Corporation comes here—I 
Would like to know which of these contracts, if any, were let without the calling 
°f tenders or whether tenders were called on these contracts?

The Vice-Chairman : Would you be more specific on that, please ; where do 
We find the items?

Mr. Thatcher: On pages N-25 and N-26—and pages N-21-22.
Mr. Ross: Canadian Commercial Corporation could answer that.
Mr. Thatcher: Then, Mr. Chairman, can we let this matter stand until the 

Canadian Commercial Corporation are with us?
The Vice-Chairman: We will let it stand. We are at the middle of page 

N-27. Is that satisfactory?
Mr. Thatcher: Yes.
Mr. Nowlan : May I ask a supplementary question on page N-24. I 

should have asked it of Mr. Drury the last time he was here. Were payments 
°f $55,000 to James Adam and $84,000 to H. W. Lea made in connection with 
specific buildings or merely as services in preparing plans for general use in 
construction of proposed buildings?

Mr. Drury : Standard buildings. For services in connection with the 
erection of standard buildings.

The Vice-Chairman: You had better use that brigadier’s voice, Mr. 
Drury. They cannot hear you at the other end of the room.

We are now at .the middle of page N-27.
Mr. Thatcher: Is it item “C”?
The Vice-Chairman: I think we can go to “Allotments: Northwest Terri

tories and Yukon radio system.” The rest stands.
Mr. Thatcher: Just stand B. We could start with C.
The Vice-Chairman : “Equipment, stores and supplies,” on page N-27.

By Mr. Thatcher :
Q. I wonder if Mr. Ross can tell us what amount was spent on tanks and 

armoured fighting vehicles?—A. On page 294 there is a table showing the break
down of expenditure on items o'f equipment, stores, and supplies.

Mr. Campney: Page 294 of what?
The Witness: Page 294 of volume No. 10 of Minutes of Proceedings of 

the Public Accounts Committee. You will find under tanks and A.F.V.’s an 
item of $1,626,237.14.
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Mr. Thatcher: I think it was stated earlier there were no new tanks; 
these were all new parts. Did Mr. Drury not state that earlier?

Mr. Drury: I did, Mr. Chairman. None of this expenditure was for 
whole tanks—complete tanks.

The Vice-Chairman: We did buy sofiie Sherman tanks, did we not, Mr. 
Drury?

Mr. Drury: Not in this fiscal year.
The Vice-Chairman : Item D, “communication services.”
Mr. Fraser: What restrictions are there on the use of the long distance 

telephone? Are there any restrictions at all?
The Witness: No restrictions other than constant repetition of instruc

tions that long distance calls are not to be made where use can be made of an 
air mail letter or other ordinary communication.

Mr. Fleming: Do you find many cases where the instructions are ignored?
The Witness: Well, there are variations. When there is a heavy intake 

of enlistments there are, consequently a lot more urgent returns. I would say 
that, generally speaking, they adhere to the instructions.

Mr. Fraser: That would include telephone calls from the minister s 
office?

The Witness: No, that comes under administration.

By Mr. Fleming:
Q. Mr. Ross, can you explain “lines for radio stations”?—A. Those are 

lines between a radio station and a transmitter or receiver.
Q. Are these radio stations defence radio stations?—A. Oh, yes.
The Vice-Chairman: Louder, please. Mr. Ross?
The Witness: These are defence radio stations.
The Vice-Chairman: Item E, “sundries”.

' By Mr. Wright:
Q. In connection with the first item, “aerial photography”, is there any of 

that work for other departments for which there is compensation received, or 
is that work done for the defence department itself?—A. It would be mostly 
for the defence department. We do work for other departments. You will 
find in the air force that we recover about $900,000 a year for services rendered 
to other departments.

Q. Further on it says “joint services recruiting compaign, $430,599.41”. Is 
this in addition to the amounts which were spent for recruiting services adver
tising?—A. No, this is where that is charged to. The information that has 
already been tabled is built up out of these items in the estimates. This is not 
a separate item; it is part of the information already supplied.

By Mr. Browne:
Q. In connection with “professional services” are there any legal services 

in that?—A. It includes legal fees.
Q. Anything else?—A. Of that, legal fees were $35,000.
Q. Have you any legal men in your department?—A. We have a Judge 

Advocate General.
Q. He is in the army?—A. Yes.
Q. But in civilian personnel you have no legal men at all?—A. No.
Q. Have you considered employing any?—A. We use the Department of 

Justice for all opinions.
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Q. You did not use them for this?—A. They appoint agents and we prob
ably had to pay thhe agents.

Mr. Fleming: Mr. Chairman, I would like a breakdown of several items. 
The first is “compensation for damage to property and persons, $169,100.88.”

The Vice-Chairman: That is under what item?
Mr. Fleming: Under item E; the second item.

By Mr. Fleming:
Q. I would like a breakdown of the persons to whom amounts were paid, 

the amounts and, if there is any note that can be conveniently written in as to 
Payment, it would be helpful.

I would like a similar breakdown of the item “professional services, 
$37,339.02”. That would be a return to cover the payee, the amount, and the 
nature of the payment.

Now, may I proceed to ask questions on the item “education of children.”
What in general is the nature of that item?—A. Teachers’ salaries, school 

books, and non-resident school fees. Where we do not have a school we arrange 
for the children to go to the nearest community school—that is where the num
ber is not large enough to set up a school.

Q. These are the children of military personnel in remote areas where there 
'are no school facilities available?—A. That is correct.

Q. Are there cases where you send the children a distance to some boarding 
school?—A. Not to a boarding school—to a public school.

Q. Where they have to be sent away, do any of the children have to 
board out?—A. No, they are transported from the camp to the nearest school.

Q. Vlu simply provide transportation— A.—to the nearest village.
Q. There is not any case where you send them away to a centre where they 

have to live to obtain education?—A. No, we do not provide private school fees 
or costs.

Q. I wras not thinking so much about private schools but I was thinking 
about cases where your personnel might be stationed at a point so remote that 
« would be necessary to send the children a considerable distance—where they 
would not be within daily transportation distance?—A. We have not run into 
that problem so far. We have been able to find accommodation for the children 
either by setting up a school in the. camp or, if there are not sufficient numbers, 
to transport them to the nearest public or municipal school.

Q. Are those payments of fees all to municipal educational authorities?— 
A. They are paid on the basis of a scale set by the Departments of Education 
m each province—that is the teachers are paid that way. The fees are those 
fees which are assessed by the community for non-resident schools attended.

Q. In other words you accept the ordinary charge set by the municipal 
authorities? You do not make any special arrangements?—A. No, it would 
be difficult to do that.

Q. It mus4 be unfair too?
Mr. Fraser: They might not pay you if you started dickering.
The Witness: In some cases we have set up schools because even com

munities could not take the numbers that we have.
Mr. Nowlan: Does the department pay the salaries of the school teachers 

or does the provincial government assist?
The Witness: Each provincial government has different regulations. The 

province of Ontario, for instance, pays 50 per cent of the cost of operating the 
school. In other provinces, and Manitoba is one; they pay so much towards the 
teacher only. We are governed by whatever regulations there are in the prov
ince in which we have our school.
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By Mr. Fleming:
Q. Can you give us a breakdown—I am not asking the names of persons 

or municipal corporations to whom payments were made, but a breakdown by 
subjects of this amount? Have you that, Mr. Ross?—A. Which is that?

Q. The item of $113,479.36. You mentioned two items—one is transporta
tion and the other is fees to municipalities?—A. The items making up this 
amount are: furniture and equipment, $134—that would probably be black
boards ; stationery, $18,641.98; maintenance of the buildings, including light and 
heat, $19,339.32; salaries to teachers, $111,579.50; miscellaneous expenses, 
$4,223.97—against which we have grants from the provinces of $30,281.12.

Q. Is that the total?—A. It does not quite come out to the total but I will 
get the remainder.

Q. You have not mentioned transportation?—A. Transportation is done 
by the transport of the camp.

Q. It is not charged to this item?—A. No.
Q. Have you a record of the number of children who have attended in this 

period under that item?—A. I will get that.
Q. Then you could work out, if you w7ould, jus-t some idea of the cost per 

pupil.
Mr. Fraser: The maintenance grants of $536,613.53—what is that intended 

for? You mention $19,339.32 for maintenance?
The Witness: That was for buildings—these maintenance grants are for 

grants to bands. I will get that and in the meantime I will answer the other 
question, if I may.

During the year 1949-50 there were eighteen schools for dependents of ser
vice personnel with a total attendance of over twenty-six hundred.

Mr. Fleming: Twenty-six hundred?
The Witness: We would have to apply this across the three services. We 

have only got the army before us now.

By Mr. Pearkes:
Q. Mr. Chairman, it is rather hard to hear all these asides. How many 

teachers are employed? Have we had the answer to that? How many teachers 
are employed by the Department of National Defence in these service schools, 
and what is the attendance of children at the service schools as opposed to the 
attendance of children at the public schools to which they may be transported, 
and for which the provinces or the municipalities may be paying? Would it be 
possible to get some idea of the cost of education at an army school as compared 
with the cost of education at a municipal school?—A. I am not sure that I can 
get you the actual cost of the service schools, inasmuch as we are using, in some 
cases, buildings that were already in existence.

Q. Yes?—A. But we could give you the out-of-pocket expenses that we are 
paying, coming out of our appropriation for the education of children.

Q. Yes?—A. A break-down.
Q. Some of these schools are quite close to municipal schools, but for one 

reason or another you have established a service school. I think we should know 
whether it is more economical to establish a service school right in the camp than 
to provide transportation and fees for a school which is in another school district, 
perhaps five miles away.—A. You will appreciate that we are not duplicating 
to any great extent what the local community has; rather it is what they are 
prepared to do. We put in a camp, but they have not got a source of revenue to 
set up a larger school.

Q. This is perhaps a little irrelevant, but the Department of Indian Affairs 
is co-operating with local authorities in building combined schools. I know of at 
least one case where perhaps consideration may have been given to a combined
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school. There is an array school within five miles of a public school, yet both 
are building new ones.—A. I would be interested to know where that is.

Q. Royal Roads.
The Vice-Chairman: Is there anything further under “Sundries”?
Mr. Fleming: Perhaps we ought to have them taken up in turn.

By Mr. Pearkes:
Q. The example I gave would hardly come within this year. I would rather 

project that example. There may be other cases where the same 'thing happens. 
—A. Could I answer the question about maintenance grants?

The Vice-Chairman : Yes.
The Witness: We pay band grants of $31,089.40; library and reading room 

grants, $8,644.15; grants to officers’ messes, $13,254.92; contingency allowances, 
$250,052.67 ; allowances for care of arms etc., $107,057.31 ; allowances for clerical 
assistance, $18,894.65; organization allowance, $830.86; allowances to cadets, 
$49,509.63 ; and miscellaneous grants, $22,279.94.

By Mr. Fraser:
Q. You mentioned “officers’ messes”. What kind of grant would they get? 

—A. It is very small ; it is for replacement of broken dishes and things like that; 
$200 is about the average, I think.

Q. What I am getting at is: in a drill hall, where they have officers’ messes, 
the officers in most cases have had to do repair work to their quarters. They 
have refinished the floors in a drill hall at their own expense in a number of 
cases; and they do a lot of work of that kind out of their own pockets. I just 
wondered what kind of grant they got to maintain their quarters in the way 
that they should be maintained.—A. Maintenance of property should be a 
public expense, -as far as I know. I do not know of any cases unless there was 
some unit that wanted to “doll up” and do something different, such as to buy 
curtains, or something different than is provided for by normal maintenance.

Q. I know of one case where the Daughters off the Empire looked after the 
curtains in an officers’ mess. But in this case the officers themselves looked 
after the repair of floors and fixed them up. I wondered why they never got a 
decent sized grant for it.—A. I would like to get the case in point and see what 
it is. Can you do that?

Q. I can do that.
The Vice-Chairman : All right. Is there anything further under 

“Sundries”?

By Mr. Fleming:
Q. In that enumeration which you gave, the first item was what?—A. Band 

grants.
Q. What was the basis for those grants? Are they all small bands?
Mr. Fulton: Could you speak louder, or could we have the undertone of 

conversation a little softer?
The Witness: These grants are all for military bands. I would be glad 

to get the details of them for you.

By Mr. Fleming:
Q. I was wondering about the basis of the grant? Is it a flat sum in all 

cases?—A. No, it is not a flat sum in all cases. It depends on the size of the 
band. But I will be glad to get the details for you.
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By Mr. Fulton:
Q. Were you asked for t-hie details orf the items for professional services?— 

A. Yes, sir.
The Vice-Chairman: He has got it.

By Mr. Fleming:
Q. The last item you read was “sundry grants”, was it not?—A. “Mis

cellaneous grants”. I shall get some information on that.
Q. And then, those items or fees for special courses ; are those courses for 

military personnel? I refer to the item of $186,550?—A. Yes; that is for 
special courses at universities. I think I can give you some of the details. It 
is for academic training including tuition fees. That would be at these trades
training schools, technical schools. It would be for special courses, $87,891.44; 
civilian lecturers at the colleges, $9,778.64; civilian instructors on special equip
ment, $578.75; and for miscellaneous expenses, $791.67.

Q. The big item is for the payment to educational establishments. Are 
those in most cases public institutions, such as universities or schools?—A. To 
public schools or universities, or any public institution which has a course suit
able for our purpose.

Q. Are there a’great many of them? Have you a break-down?
Mr. Nowlan : Does that include the supplementaries?
The Vice-Chairman: Just a minute, Mr. Nowlan, until we complete the 

answer for that question.
The Witness: I have not got the number ; but this is the type of thing: 

academic training for officers in universities and other institutions; training for 
light aircraft pilots in the Canadian army ; civilian lecturers in colleges ; civilian 
lecturers for the COTC; fees for courses in the U.K., and British Common
wealth countries; and fees for training army tradesmen by the Department of 
Labour.

Mr. Browne : What is that?
■ The Vice-Chairman: Fees for special courses, Mr. Browne, the third last 

item.
The Witness: French language training is one of the items, for active 

force personnel.
The Vice-Chairman : Is that the answer? Very well, then; “E”; now we 

are down to allotments Northwest Territories and the Yukon; radio systems ; 
are there any questions on that, gentlemen?

Mr. Pearkes: That would come under “E”?
The Vice-Chairman: Yes, on page 28.
Mr. Pearkes : On page 27?
The Vice-Chairman : Under “E” at the bottom, “Communication 

Services.”

By Mr. Pearkes:
Q. “Communication Services.” I am not quite certain about that. When 

you refer to the details on the next page, it seems to me that there is a duplica
tion with the operating expenses of properties. The major items under “Com
munication Services” are for actual construction work, that is construction 
which is connected with telegraph and radio lines, whereas I would think that 
such construction should have been shown under “operating expenses.” I can 
understand the smaller items of telephone tolls and so forth.—A. I think that is 
a reference to the installation of equipment rather than to the construction of 
buildings, ground systems for communication.
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Q- It is very definitely construction work, is it not?—A. It hardly comes 
under the category of maintenance or repair of properties, or the construction of 
Properties.

Q- Operating expenses?—A. Yes, control cables, power lines, repairs and 
masts, and all the equipment in connection with the installation of the wireless
equipment.

By Mr. Fulton:
Q- Mr. Ross, on page N-28, the detail says :
These allotments were provided for the cost of operating the above system 

Much is the main means of communication through northern Alberta, the 
Northwest Territories and the Yukon.

What is the degree of integration of this system with the government 
telephone and telegraph system which is operated by the Department of Trans
port? Do they operate any service up there at all? Do you parallel them, or 
ro you operate this system for them?—A. We operate this system for all 
departments. It is the Northwest Territories1 system, and it handles all the 
services in so far as government departments are concerned at the points at which 
d is located.

Q. Did you take it over from them, or did you build it? My under
standing is that there used to be a Department of Transport telegraph wire or 
telephone system up there. Did you start this from the ground up?—A. This 
system has been in use for many years, and run by the army. How far back 
]t goes, I do not know but, it is many years. This thing has been going on I 
think for possibly 30 years.

Q. Does the Department of Transport pay you anything for it?—A. No. 
We do not collect anything for the service at all. We do, however, collect from 
Private people using the service, but not from departments of the government.

Q. Do you connect with the Department of Transport service in British 
Columbia and Alberta?—A. We connect with all the services within the area 
ln which we operate, that is to say, up to the point where we pick up the 
regular telephone system, be it a provincial or a private service, such as the 
Bell. And from there on we have our own service, of course. The general policy 
is to switch non-urgent business into the regular telephone or telegraph service.

Mr. Thatcher: Has that service anything to do with connecting these 
radar stations up there?

The Witness : It has nothing to do with that directly at this point, but any 
service that can be rendered in connection with radar we will do.

Mr. Fulton : I do not wish to ask questions pertaining to the current year 
at all but I find in the estimates for this fiscal year, under the Department of 
Transport, an item for Northwest Communications System. Now, you have 
here the Northwest Territories and Yukon radio system and you operate 
telephones and telegraphs up there; and they have, under Northwest Com
munications System, one item of $100,000, and another item for construction 
and acquisition of buildings, et cetera, $361,000.

The Witness: The committee can rest assured that there is no duplication. 
If they are operating in a certain area we would not be operating in the same 
area. Of course, we furnish meteorological service to them and they to us, 
wherever they are.

Mr. Pearkes : Do they pay you for services of that nature? There is no 
cross accounting?

The Witness: There is no cross accounting in so far as this service is 
concerned.
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Mr. Fulton: Do you happen to know, Mr. Ross, where the Department of 
Transport Northwest Communications System is located; in what area do they 
operate?

The Witness: I do not know at all.

By Mr. Fleming:
Q. On page N-27, B, travel and transportation, $50,378. Is any of that 

for transportation outside the Yukon, or is it all for moving personnel in and 
out of this area?—A. Mostly for moving in and out of the area.

Q. Is there any fixed basis of rotation of service personnel in an area like 
that?—A. Well, they are entitled to leave, the same as at any other place.

Q. In some of these areas you have a fixed basis of rotation, for example, 
a man is sent to the area for two years. Do you follow a similar system in the 
Yukon and Northwest Territories?—A. It is a two year term.

Q. The same as at Fort Churchill.—A. Yes. They can get a one year’s 
extension.

By Mr. Fraser:
Q. On page N-27, item D, equipment, stores and supplies—is any of that 

equipment rented?—A. No, sir.
Q. It all belongs to the department.—It all belongs to the department.

By Mr. Fleming:
Q. N-27, item C, operating expenses of properties. What is the nature of 

that? Is that just ordinary maintenance?—A. I will give you the details of that: 
fuel, heating, $8,856.46; electricity and gas, $37,008.04; water, water taxes, 
$1,485.81; sanitary services, $1,016.59; liquid fuel, $47,779.82.

Q. Heating of these buildings up there is obviously by fuel oil?—A. Yes.
Q. How does the fuel oil get in there?—A. Most of it goes in by barge, 

actually, in the north, it also goes by road in the winter.
The Vice-Chairman: Page N-28.

By Mr. Thatcher:
Q. I wonder, Mr. Ross, if you would tell me, do the Americans pay any 

part of the cost of maintenance of the Canadian portion of this northwest 
highway system?—A. No, the Americans do not pay anything towards the 
maintenance of this road, that is the road on Canadian territory.

Q. I see. What do you do about American vehicles travelling along that 
road? Do you charge any toll?—A. No, there are no toll charges on that 
road at all.

Q. Do the Americans not use this road quite extensively?—A. Not the 
highway; they do not use the highway much.

Q. They used to. That is not true any longer?—A. They built the road 
during the war, as you remember, as a connection through the Northwest 
Territories, but at the end of the war we took it over, took over the operation 
of the road. We run it entirely now.

Q. Supposing the Americans wanted to run a convoy up there from time 
to time—they do not pay any charge at all?—A. They do not run convoys up. 
Most of their stuff probably goes by air or by boat.

The Vice-Chairman: Suppose the Americans wanted to run thirty vehicles 
up there? Would there be any charge?

The Witness: No, we would not make any charge, not any more than they 
would charge us for running vehicles to Fort Lewis or some place else in the 
U.S.
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Mr. Picard: Is that covered by a treaty between Canada and the United 
States, or is it covered by agreement?

The Witness: There is no agreement; it has not readied the point of using 
our roads to this extent at this period.

By Mr. Thatcher:
Q. Is there very much civilian traffic on this road now, or is there any 

civilian traffic?—A. In this fiscal year traffic started to increase, and there is 
now quite a bit of American tourist traffic, civilian traffic, going up the high
ly- It is a good highway.

Q. There is no part of that road paved, is there?—A. No, but it is a good 
hard surface. It is an improved road.

By Mr. Wright:
Q. Can you give us the number of miles in this northwest highway system 

nnd the total cost per mile of maintenance during this year under review? I 
"'ant the total cost, wages, everything that enters into the cost, so we will have 

idea of what the maintenance cost of this road is per mile.
The Vice-Chairman : The witness can get that information for you.

By Mr. Wright:
Q. I want to get the total maintenance cost of the highway, not just the 

"'ages of the men who are out doing the maintenance work. I want all of the 
cost.—A. The total cost is in there, on N-28; $7 million is the expenditure.

Q. $7 million; and what is the mileage?—A. 1,221 miles.
Mr. Boisvert: You will find that at the bottom of the page.
Mr. Picard: Yes, it is at the bottom of page N-28, Mr. Ross.
Mr. Fleming: It works out at about $600 a mile.
The Witness: Something like that.

By Mr. Picard:
Q. At the bottom of page N-28 you will see that this 1,221 miles of road 

'«ly runs from Dawson Creek to the Alaska border. Who takes charge of the 
Alaska highway from Edmonton to Dawson Creek?—A. The provinces, both 
British Columbia and Alberta.

Q. You have nothing to do with that?—A. No.
Mr. Fleming: They are definitely provincially owned highways within the 

Provincial boundaries, are they?
The Witness: Yes.

By Mr. Pearkes:
. Q. Regarding the communication services item here—again we see con

siderable expenditure for telegrams and cables1 and so forth. Now, would not 
“hat all go through the previous system we have just dealt with, the Northwest 
territories and Yukon radio system? If not, then there must be two different 
systems, and that is something we are trying to get at.—A. I would just like 

T'° point out that the telegraph service on the highway is not the same service 
3,8 the Northwest Territories and Yukon radio system. They do not serve the 
Samc area. This service is down the highway 1,200 miles,

Q. The highway runs to Yukon?—A. But it does not run through the same 
Nations.

Q. Sure it does.
The Vice-Chairman : He says not.

86580—2
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By Mr. Pearkes:
Q. The highway runs to Whitehorse, does it not?—A. It runs through a lot 

of places before it gets there, and they are not on the signal system.
Q. But surely that is all maintained by the army? All that radio system, 

the telephone lines and everything are maintained by the army up there?— 
A. It is a separate area entirely.

Q. Will you define the areas then in which both operate, because I happen 
to know that—

The Vice-Chairman: What you want the witness to do is to define the two 
areas.

By Air. Pearkes:
Q. I would like to have this question cleared. We have the Northwest 

Highway System item in which there are considerable expenses for telephone and 
so forth. We have just dealt with the Northwest Territories and Yukon radio 
system item- in which telephone expenses are shown, and we are told that there 
is no cross accounting from one item to another. I would like to know what 
system is on the highway, and where the difference is.

The Vice-Chairman: Mr. Wright, your question was answered, was it not- 
You have the answer to your question? Is there anything more to it?

Mr. Wright: Yes. It seems to me that $600 a mile for maintenance of a 
gravel highway, unless there are some other items, is a rather high cost.

The Vice-Chairman : Your question was, what was the cost of the main
tenance of the highway, and he gave you a figure and the number of miles- 
There was something said about that working out at $600 a mile.

Mr. Wright: I am wondering what is the cost of maintaining certain emer
gency landing strips and access roads, which would offset the cost per mile on 
the highway and at stations. Also there are certain services to the R.C.A.F. given 
on a non-recoverable basis. What is the amount of those services? How many 
miles of access roads are maintained to the highway?

By Air. Picard:
Q. How many air landing strips are there along the road, Mr. Ross?
The Witness: I have not got that information but I will get it.
Mr. Pearkes: When Mr. Ross is explaining the difference between these 

two communication systems would he also refer to page Z-63 where the Depart
ment of Transport also is reported to have had a very considerable expenditure 
in that area—Z-63, British Columbia and Yukon, $837,075.36. Is it the same 
system?

Mr. Picard: When the witness prepares the answer to this as to the routes, 
I mean, w-e might have a breakup of these figures, $140,000 in one case, that ig 
on page N-27, item E, and on page N-28, item F, $79,000. We could have a 
breakup of these in order to get an idea of what they mean ; the routes would 
give us a first picture and 'the breakup would give us added information.

The Witness: The details of item E on page N-27 are made up as follows: 
long distance tolls, $277.07 ; telegrams and cables, $327.61.

The Vice-Chairman: That detail is all,given at the top of page N-28 under 
item E. The details are there and there is no purpose in putting them on the 
record further.

At the moment wre are at the top of page N-29, vote 831.
Mr. Browne: Before you go on to that there is this item relating to Fort 

St. John—repairs to Peace River Bridge ; contract, cost plus fixed fee: and there 
you have a total of $415,182.63 of payments including final payment $83,070.17- 
Does that mean that that was the full cost of repairing the Peace River bridge?
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The Vice-Chairman: Where is that?
Mr. Browne : That is under miscellaneous on page N-28, the second item 

under miscellaneous.
Mr. Nowlan : It is in the explanatory statement here.
The Vice-Chairman : Oh, repairs to the bridge at Fort St. John.
The Witness: The total of the contract there was $415,182.63, as shown 

tuei'e and this is the amount that was paid ; $83,070.17 is the amount paid in the 
fiscal year 1949-50.

Mr. Nowlan: That was the final payment?
The Witness: The contract was for $415,182.63, including that final

Payment.

By Mr. Browne:
Q. That seems to be a big contract for repairs. Was the bridge swept 

away?—A. One of the piers was completely washed away and it was re-built, 
and when they were starting to re-build it it was washed out again.

Q. Were tenders called for that contract?—A. I will have to ask C.C.C. 
about that.

The Vice-Chairman: He said, they repaired it before it fell.
Mr. Browne: Were tenders called for that before it was repaired? Can 

y°u find that out for us?
The Vice-Chairman : Can we have your question?
Mr. Browne: I will modify that by the extent to which tenders were 

called. When was the bridge built?
Mr. Nowlan : The question is on that item, the second item under 

Miscellaneous, the allotment was $84,824.86 and the actual payment was 
$83,824.36, and that was in connection with repairs to the Peace River bridge 
at Fort St. John. Apparently the total amount of the contract was $415,182.63, 
deluding the final payment of $83,070.17 ; and I see that $599.73 was spent for 
a survey of the bridge, and a total to date to Mr. P. L. Rratley, apparently 
$16,645.31. Can you give us the details of that? Is that the same man who is 
Working on the Canso bridge?

The Witness: I am not familiar with that.
Mr. Nowlan : Can you find out for us?
Mr. Sinclair: They are the best bridge builders in the country.

, The Vice-Chairman: Where are they from, Mr. Sinclair?
Mr. Sinclair: From Montreal.
Mr. Nowlan : Will you find that out for us, please?
The Vice-Chairman: He will find that out for you. Just a minute now 

Until we get these questions. Mr. Wright has a question.
Mr. Wright: Yes. I see an item there for the Donjek River, replacement 

°f bridge, expenditures already made during the year under review amounting 
1° $103,094.49; then, for repairs to the Peace River bridge, $83,070.17 ; and also 
*°r the replacement of the bridge on the lower Raneheria River, $20,000; 
aPparently they were the capital expenditures made in that year on the road 
°ut of a total expenditure of $7,231,975.62 for maintenance. My question is 
how much of this road was re-gravelled during the year or were there any other 
capital expenditures? These maintenance costs are certainly out of proportion

the cost of maintaining gravelled highways, unless there are some other 
features that can be brought in to show that these costs are justified, I would 
think.

86580—21
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Mr. Sinclair: Have you seen this highway? 
thP AmJw !I„GHT:,,1 ,have not seen the highway. It was built, I believe, under 
Ltttr „, m„™ tenance c'osl ^ highWay' 1 am »”ly questioning tin.

campa^S“l“y S&U
]'\RI™T- " this maintenance cost certainly appears to be out of v

I haveHeen tlîc fiSr«tenanCe C°St °f any Provincial road with respect to which

Tins road runs through open country, wild country. We 
I™ V maintain the whole route and bear the whole maintenance cost. There 
hflrrlh? hcommittees, contributing to that cost throughout the area so it can 
hardly be compared to gravel roads in other provinces.

Mr. Wright: You say there are no communities contributing to mainten
ance, there are no communities in the provinces doing that either, the province 
pays ail ot it. We will have the figures and then we can see how much grave 
was used during the year under review, and there may be other capital 
expenditures, we want to know the amount that was spent on the road.

Mr. Fraser: This would cover snow plowing too, would it not?
The Vice-Chairman : Yes, maintenance.
Mi. Fraser. And the snow plowing bill would run into a lot of money.

By Mr. Fleming:
Q. 1 ei haps we could get at some of the factors which enter into the high' 

''caT Picture. W hat is the width of the highway, the improved highway?—A- 
26 feet, I think it is.

Q. 26 feet ?—A. I would guess that.
Mr. V right : Your ordinary provincial highway is 24 feet.
The Witness: I know.

• uh' !LT^NG: are Talking about the improved surface part of it- *
tnmk "c had better know something more about it; the improved surface, the 
shoulders whatever additional features there may be to contend with.

I he \ k:e-( Chairman : Rather than have Mr. Ross at this time make some 
hazards let him bring in a report on this matter at the next meeting with all the 
details entering into it; the amount of maintenance, the capital expenditures.

Mr. Fleming: Then might I suggest too, to include in that for purposes 
of the reference the figures for say the two previous years, of the same kind, so 
we will have some opportunity of comparing these costs with those of the say 
two previous years.

The Vice-Chairman : All right, gentlemen, that report will be here as soon 
as Mr. Ross can prepare it.

Page N-29, vote 831.
By Mr. Fleming:

Q. Mr. Chairman, this is one of these $1 items of which the committed 
took such a dim view a year ago. Whàt is the purpose of carrying this in that 
way? Would you explain it for us?

The Witness: The amount involved here is $16,415.13 which was held by 
the president of the regimental funds board, on behalf of certain non-permanent 
active militia and reserve units which were not placed on active service during 
World War IT. There was no expenditure made, actually, of public funds.

The Vice-Chairman: They merely returned the funds.
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The Witness: These are units which were never activated. This sum 
represents the amount that had been collected and it was desired to keep that 
amount free from the army benevolent fund. It was turned oyer to the regi
mental funds board during the war. These units were never active at all. The 
funds were held by the president of the regimental funds board and in order to 
release them it was necessary for us to put this item in here.

By Mr. Fleming:
Q. And this is the amount, the amount in here, which was carried in the 

accounts from year to year?—A. No, this is the case of a transaction through 
"Inch we are paying back to the reserve force units to whom it belonged this 
amount of money.

Q- I understand this committee a year ago made a recommendation with 
respect to these one dollar items. I was wondering if this was one of them.— 
A- No, this was closed.

. The Vice-Chairman: Naval services—allotments: Royal Canadian Navy.
Mr. Fraser: Under “B” travelling expenses and allowances to civilian per

sonnel; what would that be for? Would that be inspectors going around?
Mr. Campney : Principally labour transportation.

. . The AVitnbss: Principally transportation. It is all active service and 
Clvhan. It is answered by the other question.

Mr. Browne: Oh, yes.
The Witness: This is travel across the board, 

rp. The Vice-Chairman: N-29, “allotment Royal Canadian Navy (reserve)”? 
ten w'e go on to page N-30.

By Mr. Nowlan:
Q- Mr. Chairman, I would like to ask about the Corps of Commissionaires 

«erred to on page N-29. On what basis are they paid?—A. The amounts are 
Paid on rates agreed and approved by the Treasury Board. They vary in the 
merent districts.

Q- Is it on a per diem basis? Frankly, the situation is that I have received 
^mplaints from men who say they are not getting paid the per diem allowance 
Miich you pay.—A. They are paid an hourly rate by the Corps of Com- 
jtossionaires and I understand what they arrange with the individual is that 
Aey supply a uniform and the individual pays it back so much at a time.

Q. Who do you pay?—A. The Corps of Commissionaires.
Q. In the various districts?—A. Yes.

p Q. Could you supply the committee with the amount paid to the Corps of 
Commissionaires in the Halifax area?—A. 'That takes in the dockyard?

Q- Yes.
The Vice-Chairman : Would the number be useful, Mr. Nowlan?
Mr. Nowlan: I was thinking of the per diem rate.
Mr. Fleming : Mr. Chairman, we are going to have the items of travel and 

transportation here and in the next item, and scattered through later items as 
Crell. May I ask if the return tabled in the House which was put on the record 
;|Us morning by Mr. Ross, was confined to the army alone or whether it included 

le Royal Canadian Navy and air force?
. The Witness: The return I put on the record this morning on travel out- 

S1de of Canada wms inclusive of all services.
The Vice-Chairman : We are at the top of page N-30. 
Mr. Fleming: Did Mr. Ross wish to add anything? 
Tim Vice-Chairman: No.



426 STANDING COMMITTEE

Mr. Fleming: Well, we can come back to it. '
Mr. Thatcher: Could you let pages N-30, N-31, and N-32 stand unti 

we can get the Canadian Commercial Corporation here?
Mr. Picard: There might be some questions that have to be asked from 

this witness that Canadian Commercial Corporation cannot answer.
Mr. Thatcher: As long as you don’t pass it—we have agreed to let it 

stand for the army.
Mr. Picard: That is right.
Mr. Thatcher: I would like to get some information on the contracts— 

information which Mr. Ross cannot give.
The Vice-Chairman: All right, subject to what Mr. Picard says.
Mr. Browne: Can we ask about N-30 now? In connection with Newfoun ' 

land I see the purchase of land in St. John’s. Have you any information on tna 
—the location, and how much land was purchased?"

The Witness: I do not recollect exactly where that is but I will get 
information.

The Vice-Chairman: You will get the information, Mr. Browne.
Mr. Browne: There is a big item on the next page—miscellaneous project5 

(including purchase of British Admiralty property in St. John’s, Newfoundlan > 
which is subject to redistribution), §8,236,812.89. That was voted specially la- 
year in the House.

The Vice-Chairman: What is your question on that?
Mr. Browne: It was taken over from the British.
The Vice-Chairman: But what is your question?

By Mr. Browne:
Q. Whether he has any information on it?—A. It is paid for in this; fisca 

year here. This is all of the property in which the British Admiralty had a 
interest.

Q. Is it all paid for?—A. It is all paid for.
Q. I thought there was $7 million odd voted at one time.—A. There was 

supplementary, I believe for this item.
The Vice-Chairman: Gentlemen, we are now at the bottom of page N-3
Mr. Fleming: In connection with the construction of married quarters at

Dartmouth I see there are two contracts with the Terminal Construction Coni' 
pany Limited. Is that a Halifax company?

The Witness: I believe Montreal is the head office of Terminal Construc
tion Company Limited.

By Mr. Browne:
Q. Do you know how much in the way of contracts they had altogether 

during the year?—A. No, you would have to get that from Canadian Com
mercial Corporation.

Q. You have not got that?—A. No.
Mr. Fleming: Do you know whether there were two contracts here wit 

them?
The Witness: I cannot say.
The Vice-Chairman: The Canadian Commercial Corporation will have t° 

say that.

By Mr. Fleming:
Q. Were there separate construction programs?—A. It might be an overlap 

from one year to another. There is only paid out §204,989.
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The Vice-Chairman : I suggest we go to the Canadian Commercial Cor
poration, for that.

By Mr. Picard:
Q. How many people can you quarter or can you put in those quarter^? 

How large is the place?—A. The number of houses—the sizes of the houses vary.
Q. And how many houses are there? How large is the place ? How main 

married quarters are there?
Mr. Fleming: The total accommodation !

Mr. Picard : Yes, I mean what is the total accommodation? It would be 
ordered by the Department of National Defence and contracted for by the 
department of National Defence so the department must know.

By Mr. Fleming:
Q- It might save some repetition of similar questions on other items of 

J.e same kind if wfe could have a return brought to us on the costs of oonstruc- 
tIon of those married quarters in the various places by the three services, so 
We will have some basis of comparing the costs. I think we would all be pre
pared to see some variation in costs because in the more remote areas presum- 
al% the cost of construction is going to be higher. It would not be very 
meaningful, however, unless we had those returns on a basis that would permit 
c°inparison?—A. I would say that the Canadian Commercial Corporation could 
Probably produce the whole picture of costs of the different contracts that they 
lave placed. We just order with Canadian Commercial Corporation in these 
cases and they arrange the contracts.

Q. You simply say that you want quarters?—A. I can give you the number 
that we put in for and the question of the method of arranging the contract price 
Paid, and any questions you wanted' to ask in regard to them, would be best 
answered by Canadian Commercial Corporation.

Q. They would have the whole picture of the resulting cost in reference 
° the accommodation provided in each case?—A. In any areas they would have 

the whole picture of the contracts allotted.
Q. I think that would be the more systematic way.
Mr. Picard: What is the “damage control school” in Halifax?
The Vice-Chairman: Where is that?
Mr. Picard: At the top of page N-31.
The Witness: It is for the training of seamen on how to put fires out, what 

to do in emergencies, wrecks, and so on. That is the principle.
Mr. Picard: It is to train navy personnel.
The Witness: Yes, navy personnel.
The Vice-Chairman: Is there anything else on page N-31?
Mr. Pearkes: On page N-31 of course the big item is equipment, stores, 

a.nd supplies. Could we have some idea of the number of vessels which were 
either constructed or bought during that period?

The Witness: The amount spent for the acquisition or construction of 
ships for the navy was $1,806,452.11. On page 294 you will get a break-down.

The Vice-Chairman: There is a table there.
Mr. Pearkes: Does it give a break-down of the $24 million?
The Witness: It gives you the various items, making up the $24 million.
Mr. Picard: Where do we find that?
The Witness: On page 294 of Minutes of Proceedings and Evidence No. 10.
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By Mr. Pearkes:
Q. It gives the break-down there?—A. It gives you a break-down of the 

items—acquisition and construction of ships; repair and upkeep of ships; nava 
and aircraft stores ; clothing and personal equipment. ,

Q. Does it give the number of ships constructed?—A. It does not give the 
number.

Q. It does not?—A. No. The total is $1,800,000.
Q. I feel this is the biggest item in the whole of this estimate and that w 

should have the number and type of ship, and particularly we should kn° 
whether any ships were bought?—A. This, I think, was the beginning of tn 
shipbuilding program. This would be a payment on account of some ships lai 
down.

Q. I doubt very much whether there were any ships built.—A. There were 
no ships built but there might have been some started.

Q. There might have been some purchased?—A. It is the start of the pf° 
gram. It is the start of the four minesweepers, the three anti-submarin 
vessels, the three gate vessels, and the icebreaker—but there were no ship 
a'ctually bought. * 1

Q. No ships, vessels, or boats?—A. I would have to check the miscellaneous 
ones. There might have been some small boats. r

Q. But there were no ships bought during that year, is that correct?^", 
would like to verify that.

Mr. Robinson: Mr. Chairman, there is no quorum now.

By Mr. Thatcher:
Q. Where do you keep your anti-submarine vessels? Where are they 

located? Are there several on each coast?—A. They are not built yet.
Q. You have not got any anti-submarine vessels?—A. Well, just the on 

we had at the end of the war. .
Q. Are they in operation?—A. Some of them. We have some on each coa» •
The Vice-Chairman: My attention has been called to the fact that we no 

longer have a quorum and we will have to adjourn. You have called a meeti g 
for Thursday, Mr. Picard?

The Chairman : Yes, on Thursday morning at 11:00 o’clock. And we shajj 
carry on until we finish with National Defence before we take up the Canadia 
Commercial Corporation.

Mr. Croll: Yes. I just wanted to speak to you about one thing which Mr- 
Fleming brought up as well as some of the others. I think there is merit in 1 •

The Chairman : I would like to state for the record that following the laSj' 
meeting I spoke to the chairmen of the other committees, and it was agreed tha 
we would never sit at the same time.

Mr. Fleming: That was a good piece of work.
The Chairman : Thank you.
Mr. Croll: There is just this point remaining. There have been a great- 

number of returns filed as a result of questions, yet no one has been given an 
opportunity of asking questions on the returns. In addition, there is the matte 
of the write-off of debts. I thought that when we finished this week, we migy* 
revert, in order to provide an opportunity for asking questions with respect t 
the returns which have been filed. As for the subject of the debts, I think y°- 
had better consider it, because it is a matter of some importance as -to wha 
you wish to do about it.

The Chairman: Yes. We can arrange a sub-committee of nine or ten.
The committee adjourned until Thursday, May 24, 1951 at 11.00 a.m.
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APPENDIX “A”

EXTRACT FROM THE CANADIAN ALMANAC 
1949

The Arctic Institute oj North America
Established in 1946 to encourage and co-ordinate scientific research pertain- 

m§ t° the Arctic and Subarctic regions.
Chairman of Board of Governors, Dr. Henry B. Collins Jr., Smithsonian 

Institution, Washington, D.C.
Vice-Chairman, Dr. J. J. O’Neill, Dean of the Faculty of Engineering, 

•McGill University, Montreal, P.Q.
Secretary, Dr. R. F. Flint, Dept, of Geology, Yale University New 

Raven, Conn.
Treasurer, G. Gordon Bell, 53 Metcalfe Street, Ottawa, Ont.
Executive Director, Dr. A. L. Washburn, 805 Sherbrooke Street, West, 

Montreal, P.Q.
Director, Montreal Office, P. D. Baird, 805 Sherbrooke St., West, 

Montreal, P.Q.
Director, New York Office, W. A. Wood, Audubon Terrace, Broadway at 

to6th Street, New York, 32, N.Y.

1950
Chairman of Board of Governors 1950, Dr. R. F. Flint, Department of 

Ce°l°gy, Yale University, New Haven, Conn.
Vice-Chairman.: Dr. H. L. Keenleyside, Department of Mines and Resources, 

Ottawa, Ont.
Secretary : Dr. M. J. Dunbar, Department of Zoology, McGill University, 

Montreal, P.Q.
Treasurer : Dr. J. C. Reed, U.S. Geological Survey, Washington, D.C.
Executive Director: Dr. A. L. Washburn, 805 Sherbrooke St., West, 

Montreal, P.Q.
Director, Montreal Office, P. D. Baird, 3485 University St., Montreal, P.Q.
Director, New York Office, W. A. Wood, Audubon Terrace, Broadway at 

156th Street, New York 32, N.Y.
Director, Baltimore-Washington Office; Dr. M. C. Shelcsnyak, 3506 Green

ly, Baltimore 18, Md.



APPENDIX “B”
SURVEY OF RIFLE ASSOCIATIONS ACTIVITIES 1949-1950

Association
DND
Annual

Attendance 
of Personnel at 
1949-1950 Annual

Association
Membership Ammunition Allotment Total

Cost Grant 
and

Ammuni
tion

Grant
1949-1950 Provincial Dominion and Provincial Associations

Mili
tary Others Total Provin

cial
Mili
tary Totals .303

inch
.22

inch
.30

inch 9 mm Cost

Dominion of Canada Rifle Association.. 60,000 00 650 52 702 NA NA NA 200,000 30,000 Nil 25,000

$ cts.

12,675 00

$ cts.

72,675 00
British Columbia Provincial Rifle As

sociation............................................. 1,500 00 134 6 140 161 955 1,116 40,000 7,500 Nil 500 2,381 37 3,881 37
Alberta Provincial Rifle Association... . 1,500 00 193 61 2.54 113 889 1,002 46,250 15,000 20,000 3.01K) 4,050 93 5,550 93
Saskatchewan Provincial Rifle Associa

tion...................................................... 1,100 00 65 Nil 65 169 311 480 18,000 2,000 Nil 2,000 2,097 90 3,197 90
Manitoba Provincial Rifle Association.. 1,500 00 62 Nil 62 128 447 575 32,000 Nil Nil Nil 1,266 10 2,760 10
Ontario Provincial Rifle Association. .. . 3,400 00 126 SO 212 329 1,481 1,810 90,000 26,000 Nil Nil 5,297 25 8,697 25
Province of Quebec Rifle Association.... 2,500 00 140 40 180 400 839 1,239 40,000 Nil Nil Nil 2,302 00 4,802 00
New Brunswick Rifle Association.......... 1,250 00 30 29 59 227 608 835 12,000 2,500 Nil 2,000 784 35 2,034 35
Nova Scotia Rifle Association............... 1,600 00 105 Nil 105 251 374 625 15,000 4,500 Nil Nil 884 44 2,484 44
Prince Edward Island Rifle Association. 800 00 65 Nil 65 102 218 320 13,000 3,000 Nil Nil 762 28 1,562 28
NDHQ Rifle Association........................ 200 00 NA NA NA 131 35 166 NA NA NA NA Nil 200 00

Totals.......................................... 75,350 00 1,570 274 1,844 2,011 6,157 8,168 496,250 89,500 20,000 32,500 35,501 62 107,851 62

Note 1.—The “Provincial Totals” shown under “Association Membership” are not “true” figures since the same individual may belong to the Provincial Associa
tion and a Military Association.

Note 2.—The 1949 Canadian Bisley Team was made up of 21 personnel of whom, 11 were called out on Active Service at a cost of $5,546.00, 7 were members of 
the Active Force whose pay and allowances for the period amounted to $4,452.00. The remaining 3 members of the team were ex-service personnel but were not eligible 
for call-out on Active Service however their travelling expenses only were provided by the Dominion of Canada Rifle Association. The travelling expenses of all 
members of the team was paid by the Dominion of Canada Rifle Association at a total cost of $14,776.48.

Note 3.—Canadian Army Orders provide for small arms and other equipment to be loaned to the Dominion of Canada and Provincial Rifle Associations for 
annual matches without rental charge but they are subject to charges for transportation, laundry, dry cleaning, loss or damage.

Note 4.—The ammunition allotted is of Canadian Manufacture made in Canada. Ammunition used by the Bisley Team is of British Manufacture.
Note 5.—The $200.00 grant to NDHQ Riflle Association is a special grant to encourage rifle shooting at National Defence Headquarters.
Note 6.—The total expenditure of public funds for the Dominion and Provincial Associations and the Bisley Team during 1949-1950 was $117,849.62.
Note 7.—In addition to DCRA and the Provincial Rifle Associations there are Military Rifle Associations formed at headquarters and units of the Active and 

Reserve Forces to• encourage shooting. These are not included in the table above since they are normal military activity.
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APPENDIX “C”
DEPARTMENTAL ADMINISTRATION 

SUNDRIES 1949-50 
(Public Accounts N. 16)

Further breakdown

Legal fees—Patent applications ..........................................................................
Government Guarantee Fund .......... ..................................... ...............................
Reconditioning of railway ear as required by railway overhaul policy..........
Operating costs of railway car ..............................................................................
Rook of remembrance ................................................... • ■. ■
Miscellaneous expenses (Includes payments to outside firms tor inspectors 

and inspection services, $29,109.99)..............................................................

$ 3,030.97 
9,014.15 

18.327.36 
2.830.79 

10,810.66

32,862.02

$82,875.95

APPENDIX “D”
June 16, 1950.

With reference to Order of the House of Commons No. 63 dated April 24, 
1950, Mover Mr. Diefenbaker, Votes and Proceedings No. 41, Page 267, follow- 
In§ is reply so far as the Department of National Defence is concerned.
Questions

1. How many government officials or representatives of Canada have 
travelled 'beyond the confines of Canada in connection with government business 
month by month since the first d'ay of April 1949, and to date?

2. What has been the total amount of expenditures for all travelling, living 
allowances and expenses incurred or expended 'by such persons since that date ?
Answers

Armed Forces Civilian
A ,nr il 1 Q4Q ........................ 50 19

.................. 71 25
................ 36 25
................ 49 12
.............. 40 18

................ 29 36
.......... 63 19

.................... 48 20

.................... 36 13
...................... 59 17
...................... 34 21
.................... 50 22

Totals ........................................ .............. 565 247

The above numbers do not include members of the defence forces posted for duty or courses. 
2. $167,343.19. Yours sincerely,

the Under Secretary of State, 
department of Secretary of State,
Ottawa.

(C. M. DRURY), 
Deputy Minister.

APPENDIX “E”
ENROLMENTS INTO THE ACTIVE FORCES FROM THE RESERVE 

DURING 1947-48, 1948-49 and 1949-50:
Year Navy Army Air Force Total
1947-48 .......................... ........ 47 567 3 617
1948-49 .......................... ........ 63 819 21 903
1949-50 .......................... ........ 69 690 39 798
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APPENDIX “F”

COMPETITIONS—CANADIAN ARMY RESERVE FORCE 1949-50 
General

1. During the fiscal year 1949-50 competitions for various trophies and/or 
prizes were conducted at Reserve Force Annual Camps or at local headquarters 
of Reserve Force units.

2. Competitions were designed to stimulate the training of the individual, 
sub-unit or unit. Commands conducted many courses at Reserve Force Camp, 
therefore, the majority of prizes or trophies were awarded to individuals or 0 
small groups of individuals who represented their respective units. In additm 
several Corps, or their affiliated Corps Association, awarded trophies and/0 
prizes for units of their Corps, and in some instances to all Corps, these tropme 
and/or prizes were competed for at Reserve Force Annual Camp or at loca 
headquarters during the training year.

3. Competitions can be grouped into two broad classifications as follows:
(a) Reserve Force Camp Competitions.
(b) Annual Corps Competitions.

Reserve Force Camp Competitions
4. The following competitions were conducted by Western Command a 

Reserve Force Annual Camps:
(a) Individual training competitions, special to Corps

(i) Best signalman
(ii) Best tank gunner
(iii) Best bren gunner
(iv) Best rifle shot
(v) Best driver and maintenance specialist.

(b) Inter Unit competitions, special to Corps
(i) Best brèn group
(ii) Best seven man patrol

(c) Inter Unit Sports—All Corps
This consisted of various sports such as volleyball, softball, tug' 

of-war, etc. The inter unit competitive spirit was stressed.

5. Prairie Command conducted the following competitions at camp:
(a) Inter Unit Competition

(i) 17 Cdn Infantry Brigade general efficiency competition—Objec 
—to test standard of training of infantry units. Open to infantry 
only.

(ii) Mounting of fire piequet—Object—to test general efficiency’ 
Open to RCAC, RCA, RCE, RC Sigs and RCIC units.

(iii) Inter unit sports—all corps ,
(iv) Camp Shilo Efficiency Trophy—Object—to increase attend' 

ance, esprit de corps and efficiency in training. Awarded to tn 
best battery, RCA.

(v) Eaton Trophy—awarded to all units of the three service 
located in the Winnipeg area. Awarded for march disciphne’ 
fire and movement, rifle firing and marksmanship.
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6. Central Command conducted the following competitions :
(a) Individual training competition, all corps

(i) Best recruit
(t>) Inter Unit Competition—special to corps
Most efficient unit. Awarded to RCA units on basis of efficiency rating 

during range practices.
7. Quebec Command conducted the following competitions:

(a) Individual training competition, all corps
(i) Best pistol shot
(ii) Best bren gun shot
(iii) Best sten gun shot
(iv) Best dressed soldier

[b) Inter unit competition
(i) Best recruit squad. Open to all corps.
(ii) Range competition (Rifle). RCIC units only.
(iii) Quebec Command Challenge Trophy. Object—to develop

cross country skiing. Open to all corps. Teams represented 
the various units.

8. Gzowski Challenge Cups
(а) The Gzowski Challenge Clips consist of two cups, each of equal 

value. Each year the two cups are awarded to the RCE units receiv
ing the highest efficiency rating while attending camp. One cup 
is awarded to the best RCE unit of Prairie and Western Command 
(Western Canada), the other to the best RCE unit of Central, Quebec 
and Eastern Commands (Eastern Canada).

(б) Winners in 1949 were as follows:
Western Canada—7 Engr Regt, Vancouver.
Eastern Canada—3 Fd Sqn, Ottawa.

Summary of Competitions
9. The following is a summary of competitions, by types, conducted at 

deserve Force Summer Camp 1949.
Individual competitions—10 
Inter unit competitions—12

^unual Corps Competitions
. 10. Reserve Force units conduct competitions, at local headquarters, for 

Prizes or trophies sponsored by Corps Associations.

11. The Royal Canadian Armoured Corps Association (Cavalry) has pre- 
sented the following trophies for award to units of the Armoured Corps, under 
c°ndition set out under the name of each trophy:

(a) The Rawlinson Trophy
Competition—Communications
Terms—Awarded to the Armoured, Armoured Car or Divisional 

Reconnaissance Regt. having the highest percentage of 
trained operators.

(t>) The White Challenge Cup
Competition—Best Armoured Car Regiment
Terms—Awarded to the Armoured Car Regiment having the highest 

percentage of qualified tradesmen.
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(c) The Leonard Challenge Trophy 
Competition—Best Armoured Regiment
Terms—Awarded to the Armoured Regt. having the highest percent

age of qualified tradesmen.
(d) The Stockwell Challenge Cup

Competition—The best Divisional Reconnaissance Regt. r
Terms—Awarded to the Divisional Reconnaissance Regt. having t»e 

highest percentage of qualified tradesmen.
(e) The Merritt Challenge Cup

Competition—The best Royal Canadian Armoured Corps Reserve 
Force Unit.

Terms—Awarded to the Reserve Force Armoured Corps Unit having 
the highest percentage of tradesmen.

(/) The Nash Memorial Challenge Trophy 
Competition—Mechanics
Terms—Awarded to the Reserve Force Armoured Corps Unit having 

the highest percentage of trained mechanics.
(</) Westby Trophy

Competition—Gunners
Terms—The Reserve Force Armoured Corps Unit having the highest 

percentage of trained gunners.
12. The Military Engineers Association of Canada (MEAC) award the 

following trophies or grants to Engineer units:
(a) MEAC Rifle Trophy—Awarded for best indoor small bore rifle team- 

Won in 1950 by 18 Fd Squadron Hamilton, Ont.
(b) MEAC Grants—Distributed on basis of $100 per regiment and 

$25 per independent squadron. Funds to be used at discretion oi 
local commanders, but provided for the purpose of giving tangible 
recognition to proficiency in unit training.

13.
(a) The Infantry Association has withdrawn all cups from competition 

for the present time.
{b) The Infantry Association grants $25 cash to each infantry unit i°r 

annual rifle competition. The object of this grant is to create interest 
to shooting. The grant is used as prize money for unit competitions.

14. The Canadian Signals Association awards the following prizes or 
trophies:

(а) Competition No. 1
Cash prizes awarded to members of Canadian Signals Association 

submitting best essays on subjects set by Canadian Signals J 
Association.

(б) Competition No. 2
Special examination for Reserve Force—RC Sigs Field Officers- 

Cash prizes awarded.
(c) Competition No. 3

Special examination for Reserve Force RC Sigs Captains and 
Subalterns. Cash prizes awarded.
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(d) Competition No 4
Special examination for Reserve Force RC Sigs Warrant Officers, 

Class I and Class II. Cash prizes awarded.
(e) Competition No 5—Genet Trophy

This trophy was presented by Brig J E Genet, CBE, MC, Chief 
Signal Officer, 1st Canadian Army in 2nd World War. Trophy is 
awarded annually to RC Sigs Reserve Force unit obtaining highest 
average mark in all papers submitted under Competitions No 2 and 3 
above. Trophy was presented in 1948.

(/) Competition No 6—Malloch Trophy
This trophy was presented in approximately 1927 by Col F G 

Malloch, OBE, MC, VD, who was then president of Canadian Signals 
Association. It is awarded annually to the RC Sigs Reserve Force 
unit which obtains the highest average mark in all papers- submitted 
under Competitions No 2, 3 and 4. The trophy is being awarded this 
year for the first time since the 2nd World War.

(g) Competition Nos. 7-18
These competitions are conducted on a unit basis with cash prizes 

in each case. Funds are allotted to units for this purpose.
Competition No 7—Most efficient Sergeant.
Competition No 8—Most efficient Corporal.
Competition No 9—Most efficient operator, wireless and line.
Competition No 10—-Efficient signal office operation.
Competition No 11—Most efficient lineman.
Competition No 12—Most efficient line detachment.
Competition No 13—Most efficient radio or line mechanic.
Competition No 14—Other rank bringing in greatest number of 

recruits.
Competition- No 15—Dress.
Competition No 16—Senior NCOs course.
Competition No 17—Junior NCOs course.
Competition No 18-—Bandsmen.

,, 15. The Defence Medical Association awards the following trophies to 
Medical Corps units:

(а) Ryerson Trophy—awarded annually to the most efficient Medical 
Corps unit.

(б) Shillington Trophy—awarded to the second most efficient Medical 
Corps unit.

16. The following is the total number of competitions conducted at Reserve 
*orce local headquarters :

Competitions for prizes—3l5
Competitions for trophies—12
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MINUTES OF PROCEEDINGS
House of Commons, Room 430, 
Thursday, May 24, 1951.

The Standing Committee on Public Accounts met at 11.00 o’clock. The 
Chairman, Mr. L. Philippe Picard, presided.

Members Present: Messrs. Benidickson, Blue, Boisvert, Campney, Cauchon, 
Cloutier, Croll, Fleming, Fraser, Gibson, Heline, Johnston, Kirk (Digby- 
Yarmouth), Macdonnell (Greenwood), Major, Nowlan, Pearkes, Picard, Robin
son, Stewart (Winnipeg North), Wright.

In attendance: Mr. C. M. Drury, C.B.E., D.S.O., E.D., Deputy Minister of 
National Defence; Mr. A. Ross, C.M.G., Associate Deputy Minister.

The Committee resumed consideration of the public accounts relative to 
Department of National Defence, for the fiscal year ended March 31, 1950.

The adjourned examination of Messrs. Drury and Ross was resumed.

Detailed statements, requested of the witnesses at previous meetings, were 
tabled and ordered to be printed1 as Appendices to the day’s Minutes of Proceed- 
lngs and Evidence as follows:
By Mr. Ross.

Appendix “A”—Canadian Army (Reserve and Supplementary Reserve) 
personnel employed in India, Pakistan from 1 April 1949 to 
31 March 1950.

Appendix “B”—Breakdown of Miscellaneous Grants.
Appendix “C”—Summary of Employment of Commissionaire Services.

% Mr. Drury.
Appendix “D”—Copies of instructions relating to policy of economy in 

expenditures.

Mr. Ross was questioned at length with respect to other items of expendi
tures of National Defence, contained in the Public Accounts, under study, and 

Drury was also questioned 'briefly on some of these. The witnesses were 
leeiuested to prepare detailed statements of some of the items, for submission 
to the Committee at the next meeting.

And the examination of Mr. Drury still continuing, the said examination 
"'’us adjourned to the next meeting.

On motion of Mr. Croll,
. Resolved,—That a sub-committee be appointed by the Chairman to deal ■ 

with a report on uncollectible debts due the Crown.

, At 12.30 o’clock p.m., on motion of Mr. Boisvert, the Committee adjourned 
0 hhe call of the Chair.

86902—14
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ANTOINE CHASSÉ, 
Clerk of the Committee.
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MINUTES OF EVIDENCE
House of Commons 

May 24, 1951.

The Standing Committee on Public Accounts met this day at 11 a.m. The 
Chairman, Mr. L. Philippe Picard, presided.

The Chairman : Order, gentlemen.

Mr. A. Ross, Associate Deputy Minister, Department of National 
Defence, called :

The Chairman : Before we proceed with this morning’s work we have three 
answers which have been tabled by the associate deputy minister. Appendix 
‘A’’ is the Canadian army (reserve and supplementary reserve) personnel 
^ployed in India, Pakistan from 1st of April 1949 to 31st March, 1950. Then 
aPpendix “B”: Miscellaneous grants—$22,279.94, for the maintenance of physical 
fitness equipment. Do you want to deal with that now, Mr. Nowlan?

Mr. Nowlan : No, Mr. Chairman.
The Chairman: It will appear as an appendix.
Mr. Croll: That would give us a chance to read them in the record.
The Chairman : Then appendix “C”: Employment of commissioner services. 

Ihat was also asked for by Mr. Nowlan. There is a full table of the rates of 
Pay. That would appear as appendix “C” to today’s proceedings.

i Now, there is another answer. A document has been produced with respect 
|° instructions to several departments to curtail expenditures. This seems to 

a series of different memoranda produced by the Deputy Minister of National 
Defence in reply to a request by Mr. Fleming. This material is quite voluminous 
and I was wondering if we should have it all published or if you would care 
“'have a look at it; it will be available to the whole committee. It includes 
ahout 12 pages of instructions. May I ask Mr. Drury whether they are pretty 
rQuch along the same lines?

Mr. Drury : They are more or less repetitive, Mr. Chairman.
The Chairman : They are repetitive?

, Mr. Drury : Yes. They have arisen under different circumstances and have 
Peen produced merely as an example of the type of instruction which is given 
Wlth respect to the necessity for economy in the department.

Mr. Wright: Mr. Chairman, on a matter of privilege. I want to correct 
j^Hething which I stated at the last meeting. In discussing the north-west 
"ghway system I indicated that the total cost was $7,238,512 for 1,221 miles,

I said this amounted to approximately $600 per mile. I accepted the figure 
yhjch someone else mentioned without doing any division myself. I find that 
} ls almost $6,000 per mile, not $600 per mile. As a matter fact, when you 
ake out the capital expenditures on the bridges it amounts to $5,755 per mile 
°r maintenance alone. I think that is entirely out of line and I hope that we 

_ an get, the answer to the question which I asked with regard to the amount of
gravel placed on the highway and the number of miles of subsidiary roads 

lat have to be taken care of along with the air strips on this highway.
439
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The Chairman: Mr. Ross, would you care to have an answer to that 
question as to why it cost $6,000 per mile while the witness is here?

Mr. Weight: The evidence is here about the wages and expenses. I do 
not think it is necessary, unless the witness wishes to enlarge on it.

The Witness: Mr. Chairman, we propose to table a statement on that 
highway—the width of the road, the shoulders, and all the various roads into 
the air strips along it. All that information will be brought forward in the 
form of a report and tabled. — à

Mr. Fleming: Is it going to cover three years so we will have a basis for 
comparison ?

The Witness: It will cover a period of years, up to the 31st of March 1950.
The Chairman: With all due consideration to the witness, at the last 

meeting I allowed my friend who had opened the proceedings to continue in the 
chair and I sat right where Mr. Croll is sitting now' and I could not hear a thing 
the witness said, and the same difficulty applies to members who are far away, 
so I ask him for .the future if he wrill kindly be good enough to speak up louder, 
please.

The Witness: I will do so, Mr. Chairman.
The Chairman: On page X-30, allotment—Royal Canadian Sea Cadets. 

That is where I think we had stopped at our last meeting. One other aspect 
of our work would be this, that when we call an item like that the witness 
might volunteer a few words of explanation before we go any further. If he 
would do that it would often clarify the situation and do away with a lot of 
questioning if we were told w'hat the item was all about. So, when we call an 
item the witness might volunteer a few words of explanation and that might 
help to make the whole thing clear and in that way avoid prolonged questioning’ 
What do you think of that idea, Mr. Fleming?

Mr. Robinson: Does not that change in some respect the procedure we 
have been following up to date where the members are presumed to have read 
the items in advance and are prepared to ask questions?

The Chairman : I am in the hands of the committee. That is what has been 
suggested but I am riot pressing for it unless you agree. Arc there any question? 
on this item of allotments to the Royal Canadian Sea Cadets? Allotments, 
Royal Canadian Navy—general.

Mr. Campney: Mr. Chairman, does not that involve the Canadian Co®' 
mercial Corporation the same as in the case of the army which we held over f°r 
further information wdicn officials from that organization are here?

The Chairman : At our last meeting we allowed to stand a number of items 
like this which were more within the domain of the C.C.C. Of course, as I stated 

Mr. Thatcher, that does hot prevent any member of the committee who wants 
to ask a question from the present witness from doing so, but I believe that the 
people who are best able to answer questions which will arise on items of tnis 
kind are the officials of the Canadian Commercial Corporation.

Mr. Fraser: Would not operating expenses of properties be a matter with 
which the navy itself could deal—item “A”, operating expenses of properties-'' 
acquisition, construction and purchase of properties; would that not be a matte? 
for the navy to deal with rather than the Canadian Commercial Corporation

The Chairman : Would you kindly answer that, Mr. Ross?
The Witness : All the expenditures shown here are made by the department 

of National Defence.
Mr. Fraser: All of those are paid by the C.C.C.?
The Witness: Department of National Defence.
Mr. Fraser: Under allotments?
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The Witness: All contracts for construction and contracts for maintenance, 
where they are made are done by the C.C.C.

1

!■

By Mr. Fleming:
Q. What is their practice in connection with payments, interim payments 

°n contracts of this kind? I presume there arc progress payments made on 
these contracts, are there not?—A. On construction? No, there are not very 
many. Progress payments are made on what they have done, but not in 
advance.

Q. No, I do not mean advance progress payments.—A. Progress payments 
are all covered by the contract made by the C.C.C.

Q. Quite; well now, who is responsible for inspection, the C.C.C. or your 
department?—A. We are responsible for satisfying ourselves that it is being 
done before payment is made. In the case of construction we have had to 
employ outside supervisors. You will find architects and construction engineers 
aml our own engineers who inspect the jobs.

Q. Well, I was just trying to get clear for my own information the limit 
°f the function of the Canadian Commercial Corporation; and, by the way, I 
Presume there is no difference in function as between the Canadian Commercial 
Corporation and the Department of Defence Production in regard to what your 
department does with reference to these construction contracts?—A. What the 
Defence Production Corporation will do is a matter for the present—I understand 
titere may be some change, but at the time or the year we are dealing with here 
the inspection of construction of the work which was being done rested more 
or less with the Department of National Defence.

Q. Well, does the Canadian Commercial Corporation do anything more than 
Negotiate contracts?—A. They negotiate the contracts.

Q. Your department do not pass on any of these contracts, I gather?— 
A. No.
, . Q. You simply indicate to the C.C.C. what you want in the way of a 
building or a construction project?—A. We make a demand on C.C.C. for the 
type of building we want and we produce the plans and specifications and they 
make a contract for the construction, then we have to satisfy ourselves that the 
Work is done properly.

Q. Is their relationship to the project ended when the contract is negotiated 
and signed?—A. Yes.

Q. And your department takes over at that point?—A. It takes over all the 
w,)i’k being done and carries on the inspection of it. C.C.C. are responsible for 
,a.ny changes in contract. If there are changes in contract it has to be done 
hrough the medium of the C'.C.C.

Q. Well then, any responsibility in connection with maintenance rests 
exclusively with your department?—A. It rests with our department. We have 
0 satisfy ourselves that the work is done that is required for the facilities being

instructed.
■ Q- And if there are extras decided on in the course of construction your 
department refers all those requirements to the C.C.C.?—A. It has to go through

lc C.C.C. We make no changes of contract at all; contractual arrangements 
are made by the C.C.C.
■ Q. And how are these extras handled? In all cases are they always handled 
a Writing?—A. Yes, they would be handled in writing.

as Q. Do you know of any cases where work has been proceeded with really 
f an extra to the contract without a written decision?—A. I do not know of any 
‘Sc*. There would be no basis upon which the Treasury Board would accept 

, 'c bill for payment for extras unless it was properly authorized and the contract 
tended.
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Q. Of course, that could come later. I am thinking about the practice 
at the particular time. You know that in many types of contracts it is some
times necessary to get work done in a hurry.—A. There might be circumstances 
which would demand immediate action.

By Mr. Johnston:
Q. May I ask a question on that point, Mr. Chairman, about the C.C.C-? 

The C.C.C. lets the contract: is that right?—A. Yes.
Q. And they draw up the plans and specifications?—A. No, we produce the 

plans and specifications—
Q. Who takes it over then?—A. —of the type of building we need.
Q. Yes; who provides the inspection to see that the plans and specifications 

have been carried out?—A. The Department of National Defence must satisfy 
themselves that the work is completed before final payment is made. We have 
to justify the payment.

Q. Does the Department of National Defence do all the inspection to see 
that the plans and specifications are carried out or does the C.C.C. provide 
inspection service?—A. The Department of National Defence is responsible 
for satisfying themselves that the work is done. That is the basis upon which 
we make our payment. jjj

Q. You say you have to satisfy yourselves that the work is done. What I 
am concerned about is: Whose job is it to inspect to see that these specifications 
are being carried out?—A. The service engineer in the case of construction.

Q. From the Department of National Defence?—A. From the Department 
of National Defence, or the consulting engineer who may be employed by the 
Department of National Defence.

Q. And he inspects to see that the plans and specifications are carried out. 
That is the responsibility of the Department of National Defence?—A. hes, 
definitely.

By Mr. Fleming:
Q. Well, Mr. Ross, would we take it from your last answer that there is 

always an inspector on every job?—A. There are Canadian service engineers 
on most of the jobs, all of the jobs.

Q. Would you have an inspector present all the time on these jobs?—A. Not 
necessarily. You are speaking of the small jobs, $5,000?

Q. Some of these—$15,000, $3,000, $9,200?—A. Well, the local engineer--' 
for instance, in the army in the command—would be responsible to see that the 
work was being done properly.

Q. You mentioned that in some cases you retained professional assistants 
in the case of architects or engineers to report to you and check the progress 
being made. Where do you draw the line between those projects where y0’1 
retain outside professional assistance and those where the inspection is han®e(1 
by your own engineers?—A. Well, in the final analysis, the service engineer 
would have to be satisfied that the work has been done. The engineers employé 
might be on the larger projects where there are many technical details such & 
steam heating arrangements, special work, workshops for instance; they. hav 
to take into consideration proper drainage to ensure that there is no gasoline o 
oil going down the drain. ,

Q. Or public money going down the drain !—A. I think, generally spea» 
ing, they exercise very good care in checking over the properties that are be»1» 
constructed. . ,e

Q. Your answer seems to indicate that the cases where you retain outsi 
professional assistance are cases where there are special technical featur 
involved or special technical problems in construction, is that correct?—A- 
some cases.
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Q. It is not the amount of the contract that determines that factor?—A. 
The main factor would be whether we have the personnel to do the work, to do 
all the detail.

Q. That is, locally available.—A. That is right.
Q. But you did indicate that even where you have the assistance of outside

professional advice your National Defence engineers would be-------A. Would be
the final authority for passing a bill for payment, which means they have to 
give a certificate that the work is done and is completed in accordance with 
the contract.

Q. Gan you indicate generally in what proportion of these contracts for 
construction you have made it a practice to retain outside professional assist
ance?—A. I think that could be explained better this way, that towards the end 
of the war we lost many of our expert engineers who were in for the war, and 
with the program of construction necessary to replace the wartime construction 
it was necessary to employ outside help for the purpose of drawing up plans and 
specifications in some cases, and to assist in the supervision of the construction.

Q. I am speaking rather of the period under review, if you could indicate 
some general approximation or average.—A. Well, on page N-24 you will see 
We have spent $205,000 on consultants’ fees against a construction program of 
$11 million. Some of the plans and specifications drawn up by consultants will 
be suitable for a future use.

Q. You have not quite come to my point. I was wondering if you could 
give some indication, some rough figure—you may not be able to give it as to 
the number, but I would like it as to the proportion of construction contracts 
where you do retain outside professional assistance.—A. I would say in the 
Majority of cases we do it within the service.

Q. Entirely?—A. No, not entirely, the majority.
Q. In the majority of cases you carry on your inspection work entirely 

within the service?—A. We do, and in addition to consultants. It would be a 
limited amount of the total work that is done.

Q. Can you point to any cases where you have had difficulties with the 
contractors as to the completion of the work, the quality of workmanship, com
plaints subsequently received as to the insufficiency of the work or defects in 
construction?—A. Well, in all kinds of construction you run into difficulties 
with the contractors. Now, to what extent they would occur in these I have 
n°t that information immediately before me but I can produce some evidence 
°f difficulties we have had if the committee wishes it, Mr. Chairman.

Q. Maybe I can confine myself a little more in my questioning. I think we 
Would all be prepared to accept that in most cases with construction contracts 
you would have some local problems about completion, but what I am rather 
getting at are cases where the difficulty has not been adjusted speedily and 
satisfactorily.—A. You are aware, of course, that all contractors have to make 
a deposit and that is held back. Ten per cent of the contract price is held by 
the receiver general until such time as the contract is finished and satisfactorily
concluded.

Q. What is the period over which that deposit is held back?—A. Until the 
contract is completed.

Q. There is not any time limit fixed for their completion?—A. No.
Q. Has the Canadian Commercial Corporation been writing other holdback 

Provisions into these contracts as well?—A. I am not sure.
Q. Well, if you are not aware, perhaps someone else will look that up and 

We can go on.—A. I will have to find out about that. To my knowledge I think 
11 is just the original deposit that is held until the contract is completed.

Q. What is the practice, then, with regard to progress payments? What is 
the practice in regard to testing the cost of work done against progress payments? 
"A. Well, all contracts- that call for advance payments, or rather, progress
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payments, require a certificate that the work has been done and that is made 
tiy a member of the services. These certificates have got to certify as to what 
has been done before the payment is made.

Q. Well, 1 suppose in the case of cost plus contracts the work of checking 
may be a little simpler inasmuch as you have someone on the job to check the 
work done and the delivery of all materials that are being built into the project— 
you have some accountant to check the bills as submitted.—A. Cost plus con
tracts are all checked by the Comptroller of the Treasury who has a special 
section that does nothing else but that type of work.

Q. Were there any contracts in this period that were let on a basis other 
than cost plus or cost plus fixed fee?—A. Well, there were many contracts let 
at a fixed price.

Q. There were?—A. Oh, yes, quite a lot of contracts. In fact many of the 
contracts are on a fixed price basis subject to changes, modifications of the 
specifications, in which case there would be a change in the contract which would 
be arranged through the Canadian Commercial Corporation.

Q. That, of course, would involve an “extra” feature—changes in the speci
fications. What is the procedure followed in those cases, that is in the case of 
the fixed price contract with reference to checking the amount of the progress 
payment as against work done or material supplied?—A. It will depend entirely 
upon the type of contract. If it were -a fixed price contract and the contract 
provided for progress payments, all progress payments would have to be 
certified by the service personnel to the effect that the work had been done for 
which payment is being claimed.

Q. I think we would be interested to have perhaps a more detailed descrip
tion of what is done there. I would just like to remark, and the chairman will 
recall, about an experience we had on a matter of progress payments before 
another committee some years ago, involving another kind of payment in 
another department, where we found money was paid out before the contract 
was finished.—A. I think resulting from that, probably, the regulations regarding 
this sort of contract have been tightened. I know that you will find that the 
Auditor General still takes up any cases where we make payments out of order, 
if it is ever done.

The Chairman : The case referred to by Mr. Fleming, I think it is right 
to say, had been overlooked by many people before it came to our attention. 
That came up in the committee dealing with the Veterans Land Act administra
tion—-I mean their building program. I quite agree with Mr. Fleming. May I 
have from you at the same time as you are supplying that information to Mr. 
Fleming, an idea as to how these inspectors report? Do they report just to the 
local command, to the local engineer—I mean the man in charge of the Royal 
Canadian Engineers—or do they report to headquarters at Ottawa ?

The Witness: They report to headquarters in Ottawa.

By the Chairman:
Q. They report progress on all the works under their charge?—A. All 

payments on these accounts are made at Ottawa.
Q. The payments are made at Ottawa, ves, but what about the reports of 

the inspectors?—A. The payment of course is based on the report of the inspector.
Q. But before the payment is made, the inspector must be going around the 

place. He must be making reports complaining of certain things or agreeing with 
certain other things during the con-truction work and reporting on the 
difficulties arising out of the work, which vou just mentioned. I would like to 
know the procedure that is followed here. Does the inspector report that directly 
to you at Ottawa or to what branch does he report?—A. In the case of the air 
service he reports to the air maintenance command: in the case of the army• to 
the quartermaster general; in the case of the navy, to the chief of naval technical 
stores.
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Q. He sends that report by letter to the office here and then it is attended 
to. Now, suppose it is an urgent matter that has to be decided upon quickly. 
Suppose a quick decision has to be made on what has to be done? I do not 
mean only for the department, but for the progress of the work. Who solves 
those difficulties on tlie spot if your field representative has to write the army 
command in Ottawa? That procedure would take some time.—A. The report 
Would come to Ottawa and it would be referred to the works branch of the 
service.

By Mr. Macdonnell:
Q. Referred to what—I missed that.—A. The works branch of the service. 

In the case of the army it is the director of works and accommodation; in the 
case of the navy it is the director of works; in the case of the air force it is 
the air maintenance command. They would report then to the chief of the 
branch, if necessary, for further authority. If it were something in excess of 
a normal item it would go right up as far as the minister. If it involved varia
tions in the original contract say amounting to over $50 thousand in value it 
would go to the minister for approval.

Q. That is when you come to the question of payments?—A. Changes of 
contracts.

Q. The progress reports all come to Ottawa?—A. Yes.

By Mr. Fleming:
Q. Are those progress reports made on a form?—A. Yes.

You might bring copies of the form to us, Mr. Ross.—A. Yes.
Q. At what interval do your local inspectors make their reports?—A. It will 

depend entirely on the particular job.
Q. Could you give us some examples so that we might have an idea of the 

minimum and maximum periods?—A. In bringing forward a progress report 
form I will bring information just as to what the routine is.

Q. Will you try to be as specific as you can in view of the interest of this 
committee in such matters as to the detailed method of checking progress on 
these construction project's? We may be a little allergic to that subject in 
view of our experience of four years ago.

The Chairman: May I interject a suggestion here? On the item concerning 
married quarters, at the bottom of page N-30, I asked a question about it the 
other day and I think the answer is in the process of being prepared, but on 
that item we might be interested to know what is the comparative cost of a 
house for a married officer at a given point and what satisfaction you have had. 
It is a point that gave us trouble a few years ago with another department 
tod our question is perfectly justified because it might be that your record will 
he so good that you will be cited for high efficiency compared to the other case.

Mr. Macdonnell : I have a question, if I may interject it at this point. 
It concerns the work of checking and so on. Mr. Ross has made clear to us 
the functions of the Department of National Defence, first of all with regard 
to specifying the kind of materials they want, that is to say, aeroplanes, and, 
secondly with regard to inspection. That came up the other day with Mr. Howe 
to connection with the Canadian Commercial Corporation. The point I am not 
clear about yet is the exact relationship between the engineering staff which 
exists in the Defence Production department—

The Chairman : It was the Canadian Commercial Corporation at that 
bine; the Defence Production department did not exist then.

Mr. Macdonnell: Oh, yes, it was the Canadian Commercial Corporation 
to that time,—and the permanent officials of the defence department and then 
the outside assistance which Mr. Ross has explained to us is obtained from time 
to time. I think I understand the duties of the defence department throughout
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but I am not clear on just how much is taken off their shoulders by the Defence 
Production department and to what extent. Are there two parallel groups of 
engineers following through, let us say, the production of aeroplanes?

Mr. Drury: Perhaps, Mr. Chairman, as I made some statement on this to 
Mr. Macdonnell the other day, I might speak here if it is agreeable?

The Chairman: You are quite welcome.
Mr. Drury: At this time, of course, the Department of Defence Production 

did not exist. There was in Canadian Commercial Corporation a relatively small 
staff engaged in supervising the production of equipment and other things for the 
Department of National Defence. The inadequacy of this staff has been recog
nized and made good through the creation of the Department of Defence Produc
tion with very many more people, and more skilled people giving their services 
to supervise the proper execution of the contracts that they make.

Now, Mr. Ross has been dealing principally with construction, but you 
mention the production of aircraft. In the case of production of aircraft the 
Department of National Defence will develop completely the specifications and 
plans for that aircraft. These, with a requisition for the production of the aircraft, 
are passed to the Minister of Defence Production. He then negotiates a contract, 
either by tender or by allocation, with a firm to produce the aeroplanes. When 
this contract is negotiated and signed between the Department of Defence 
Production and the contractor the work starts.

As the work progresses the Department of National Defence is responsible 
for providing the inspection—the quality control of the work being done. By 
quality control I mean to say they see that everything which is made is up to 
specification. The Department of Defence Production, however, is responsible for 
the proper executing of the contract—that is to see that the contractor lives up 
to the terms of the contract, that he looks after the rate of delivery, the costing 
arrangements and so on. The, function of the Department of National Defence 
in its inspection is related only to quality control.

Mr. Macdonnell: May I interrupt you there?
Mr. Drury: Yes.
Mr. Macdonnell: The thing I find a little difficult to understand lies in the 

words you just used when you said they are responsible for quality control, ft 
would seem to me that Defence Production is in a very real sense there in the 
same way—seeing the contract is carried out and that it goes along according 
to plan.

It seems to me it is awfully difficult to differentiate between those two 
functions. Would not Defence Production have to be alert to the same things 
which the Department of National Defence is scrutinizing?

Mr. Drury: They are alert too, but the responsibility for ensuring that 
the quality of the article produced is according to the specification is, commonly, 
as a business practice, accepted by the user. I think it is normal commereia 
practice for a man who makes a contract with a firm to produce something [°r 
him to hire inspectors on his own account. There are a number of commereia 
inspection firms and their job is not so much to see that the required numbers 
are produced in the required time at the required cost, but to see that al 
materials and methods of fabrication are according to specification.

Mr. Campney: Would it not be a fact that the inspectors of the two 
departments, if you call them that, would work together?

Mr. Drury: There is some confusion, I think, Mr. Campney, regarding 
word “inspector”.

Mr. Campney: I am using it in the general sense.
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Mr. Drury: Inspecting officials should be men concerned with quality- 
control and they do not have in their power the right to change the terms of the 
contract at all. Their job is to see that everything that goes into the article is up 
to specification and that the method of manufacture conforms to the specifica
tions. Now, speeding up or slowing down production, or changing the article 
itself—in other words, changing the terms of the contract—is not the job of the 
inspector. The responsibility for the execution of the contract in respect of its 
general terms and conditions is one for the Department of Defence Production. 
At this time, the time we are considering now, it was Canadian Commercial 
Corporation.

Mr. Macdonnell: Well, I am not going to press it further but I still find it 
difficult to see just what it is that Defence Production supplies which could not 
be supplied by the Department of National Defence if it is doing what you have 
described it as doing—with perhaps some official who is skilled in the business of 
contracts and so on. However, I will not press it.

The Chairman: They are checking and double checking and that is what 
Mr. Fleming and I were concerned about in the other matter, whether there 
was enough checking.

Mr. Macdonnell: You can check and double check up to a point and then 
>t becomes mere duplication.

Mr. Fleming: Mr. Ross, are there any outstanding questions in regard to 
completion or satisfactory performance of any of the contracts set out in these 
Pages?

The Witness : I would have to go through and find out.
The Chairman : We are now on page N-31.

B\j Mr. Fleming:
Q. If there were any such questions they would be the concern of your 

department and not that of Canadian Commercial Corporation. Is not that 
correct?—A. They would be the concern of us as the user.

Q. It might save time and be simpler if I asked now that Mr. Ross bring 
to us at a later meeting a statement covering any of these construction 
contracts which have not been completed or performed to the satisfaction of 
the department.—A. You only have reference to any case where it was not 
satisfactory?

Q. Yes.—A. Because a lot of these things just run through and there is no 
difficulty.

Q. I am trying to isolate those where there has been, in the view of the 
department, failure either in point of completion or in point of satisfactory 
Workmanship, performance, or some similar respect.

The Chairman : The quality of the goods?
Mr. Fleming : Yes.
Mr. Stewart: May I pursue the line which was followed by Mr. Macdon-
with Mr. Drury, for a moment. Let us assume that a large contract has 

Dcen let for some structure—perhaps $200,000 or $300,000. There would be 
Mot of cement required. The quality of the cement mix would be the responsi
bly of the department, I take it?

Mr. Drury : That is correct.
v Mr. Stewart: Supposing this should happen: that there was a certain 
cnality with the contractor and he was sending his big trucks up with cement 

. a voucher was being signed that it was received, and the truck was being 
Th burned around without delivering the cement—selling it somewhere else, 

hat would not be your responsibility ; that would be the responsibility of 
e etlce Production, would it?
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Mr. Drury: That would be the responsibility of Defence Production—that 
is unrelated to quality.

Mr. Stewart : That is what I wanted to establish.
Mr. Fraser: Well, just a minute. Defence Production would have to check 

on the quality of that cement mix, surely? They would have to check that 
because otherwise the job might fall down.

Mr. Drury : I agree. If no check is made the job might fall down but the 
Department of National Defence accepts the responsibility for seeing whether 
the job when it is finished is satisfactory or not. We would have the choice 
of taking the assurance of Defence Production that it was satisfactory or ensuring 
that it was satisfactory ourselves.

Mr. Johnston: May I just ask a question there. When you say “satis
factory” what do you mean by that? Do you mean that it is up to specifica
tions or is it just satisfactory to the department? There is a big difference in 
the terms.

Mr. Drury:. Up to specifications.
Mr. Johnston : I do not know just what you are referring to here but I 

do know—if I can just mention something else beyond the scope of this com
mittee—that in national housing, for instance, the term is used. The contract 
must be carried out “according to the satisfaction of the department” but not 
“according to specification”. “Satisfactory to the department” does not neces
sarily mean “according to specification”. You understand what I mean there. 
For instance, with regard to cement in a housing project the cement was run 
which only tested 700 pounds and that was satisfactory to the department— 
but it was not according to the specifications.

Mr. Fleming: Did the specifications call for a greater or lesser strength■
Mr. Johnston : The specifications called for 2,000 pounds but actually when 

tested the cement was 700 pounds. Yet, the department, through their officials, 
claimed that was satisfactory.

Mr. Drury : This is not the Department of National Defence now?
Mr. Johnston: No, it is just on the term. I am trying to find what you 

mean by “satisfactory to the department”.
Mr. Drury: Well, by “satisfaction” I mean “according to specifications”.
Mr. Johnston: Is there any extension of that term which the department 

can apply itself? I have a very specific case in mind, you see, where the 
government inspector said: Well, I don’t care what that is, that is satisfactory 
to us.

The Chairman: Do you mean it is a case of National Defence?
Mr. Johnston: National Housing; in housing. The same term is used 

here and I want to establish the meaning now.
The Chairman : You want to know if these people might be guilty of the 

same thing?
Mr. Drury: Our practice is to require the inspectors, who after all ar® 

performing a mechanical job, to ensure that the quality is according to 
specification.

Mr. Johnston: Do they actually take a sample of cement we will say at 
each pouring? Is there a man there when the cement is being poured, because 
I think that is the regular way?

Mr. Drury: That I cannot certify is done in every instance. We have a 
great many of these things going on and I would hesitate to say that a samf»e 
is taken and tested every time cement is poured in every house that is being 
built.
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Mr. Johnston : I think probably that is about 'as far as you can go here, 
but I am just a little suspicious about the terms “satisfactory to the depart
ment” and “according to specification” because we have several instances in' 
mind. I appreciate it would be difficult, and I can see your point, for you to 
say here that the actual practice was carried out on the job. The great 
responsibility there would be with the inspector on the job. He may be falling 
down on his duties unknown to you.

Mr. Drury: That is always possible.
Mr. Johnston: I recognize the difficulty especially on large projects and 

where they are scattered over large areas, but I do think to safeguard the depart
ment and the money which is being spent, great care should be exercised 
Particularly in regard to cement because there is no " other place I know of 
where you can be beaten faster.

Mr. Fraser: Mr. Chairman, one reason I mentioned this was because of 
a heating contract that was let.

The Chairman : By the Department of National Defence?
Mr. Fraser: Yes, the Department of National Defence. They evidently 

accepted' it as being O.K.
The Chairman : Where do we find it in the book so that we can put our 

hands on it?
Mr. Fraser: All right, then; “Operating Expenses of Properties”; it might 

come under that item.
Mr. Croll: It might. What is the page?
Mr. Fraser: N-30.
The Chairman : I do not want to restrict the discussion, but it should 

have to do with projects which we are looking into right now. I would like to 
see where we are going.

Mr. Fraser: Would it not come under that item?
The Chairman: “Acquisition, Construction and Purchase of Properties”. 

Which one of them?
Mr. Croll: Take any one of them, Mr. Chairman.
The Chairman : I think Mr. Fraser said he had one in mind which he 

haew about in particular.
Mr. Fraser: Yes, I do know about it.
The Chairman : Very well. Pin it down.
Mr. Fraser : Put it under “Operating Expenses”.
The Chairman : Where is the building in the book? Which building? If 

you are asking a question about a project, I think it is only fair to the com
ptée and to the officials that they should know which one you are talking 
about. Is your question merely about something which is to remain vague?

Mr. Fraser: Very well. I shall give it to you. I have in mind the 
armouries in Peterboro. We are talking about contracts.

The Chairman : I think we have passed the army, but we can go back. Is 
11 Page N-18 or N-25?

Mr. Croll : Let us hear his statement.
Mr. Fraser: We are talking about contracts and inspection. I under

hand that a contract Was given there for heating. It was evidently accepted 
a's being O.K., and everything went along fine until they got into zero weather, 
when the pumps of the heating system went wrong. Evidently the right kind of 
Pumps had not been put in and in sub-zero weather they went wrong. There 
evidently was not proper inspection of that heating equipment in the first place, 
otherwise it would have stood up for more than six months.
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Mr. Drury: I would suggest, Mr. Chairman, without knowing the details, 
that the wrong pumps were specified. That is something which would not be 
evident upon inspection ; or, on the other hand, the pumps were properly 
specified but were faulty, something which would have been overlooked in the 
inspection. But without knowing all the circumstances of the case, it would be 
pretty hard to generalize on what might have happened there.

The Chairman: The assistant deputy minister would like very much to get 
the name of the project you mentioned, and where it is, so he can trace it and 
give you an answer.

Mr. Fraser: Very well. It is the armouries in Peterboro.
The Chairman: The armouries in Peterboro.
Mr. Drury : I do not think it relates to the financial year under examination, 

Mr. Chairman.
The Chairman : Is it prior or subsequent to that financial year?
Mr. Fraser: No. I believe it would be in that year, Mr. Chairman.
The Chairman: Well, you have got the book there. It is your problem to 

find it and give it to us.
Mr. Croll : Mr. Chairman, while Mr. Fraser is looking for it, let us go on. 

He can find it and tell us about it in due course.
The Chairman : Very well. Mr. Fraser will find it and give it to us later.

By Mr. Fleming:
Q. Mr. Ross, were there any of these cases of construction projects where 

the department, for any particular reason, accepted something less than what 
the contract called for?—A. I have no knowledge of any case of that kind.

Q. Would you mind making an inquiry about it in order to satisfy yourself 
on the point?—A. Yes. That really would be reflected in any adjustments made 
on any of the contracts.

The Chairman : Would you mind speaking up?
The Witness : As I said, that would be reflected in any report I would bring 

in on contracts not satisfactorily completed.

By Mr. Fleming:
Q. I want to be quite sure that your report covers cases where the depart' 

ment said: This job is not perfectly completed, but the department will accept iw 
even though it may not measure up to the terms of the contract.

Mr. Croll: Do I understand that Mr. Fleming’s question will relate to all 
contracts covered during the fiscal period in question?

Mr. Fleming: Yes.
Mr. Croll: Would Mr. Fleming consider what that might involve in the way 

of research? Is it worth it?
Mr. Fleming: I tried to isolate it, and to narrow down the problem. As h 

stands now, what Mr. Ross has been asked for is a statement for the committ-6® 
in due course as to any contracts which have been entered into in this fip®3 
period, or contracts in which payments were made in this fiscal period in which-
(a) the contracts have not been completed, or
(b) in which the performance was not satisfactory.

Mr. Croll: Do you not want on the first part “not completed”?
Mr. Fleming : Not completed in accordance with the contract.
Mr. Croll : That is right, not completed in accordance with the contract.
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Mr. Fleming: I think that is quite clear. There may have been contracts 
entered into during this period which, according to their terms, could not be 
completed until the following fiscal year. But we are not concerned with them. 
We are concerned with those which were not completed according to the terms 
of the contract.

fe| The Chairman : Are there any further questions on this subject?
Mr. Croll: What page are we on, Mr. Chairman?
The Chairman: Page N-30 or N-31, the same item, “Allotments: Royal 

Canadian Navy—General.”

By Mr. Fleming:
Q. My question would apply generally. I thought I would save time. It 

Would apply generally to the contracts projected in the department during this 
fiscal period.

In -awarding contracts for construction work, I think you made it clear 
enough that your department has nothing to do with the awarding of the contract 
to a particular contractor, or the selection of a contractor?—A. No.

Q. That would be the responsibility of the C.C.C.?—A. That would be the 
j responsibility of the C.C.C.

Q. Who makes the selection of the architects or the engineers retained to 
Provide the inspection service?—A. That is done more or less from a list of 
architects that is available. Mostly it is difficult to get them with the volume 
°f contracts going on. It is hard to get very many architects who are free to 
fio this kind of work. That is done also by the C.C.C.

Q. Let me understand this. In the first place, who -makes, from the list, the 
selection of those who are retained to perform this service? Does your depart
ment do it or does the C.C.C. do it?—A. The C.C.C. They make the contracts 
with the architects.

Q. Do they? And you have nothing to do with the selection ; your depart
ment has nothing to do with the selection of the architect or the engineer 
retained?—A. I understand it is done exactly the same as in any other form 
°f request for work. I understand that tenders are called and, as a rule, the 
mwest tender is accepted. Anything contrary to that would have to be explained 
oy the C.C.C.

Q. I want to be quite clear on this matter. Has your department nothing to 
oo with the selection of the architect or the engineer?—A. No!

Q. What is this list that you speak of?—A. It is just a list of architects 
m different parts of the country, a complete list of all architects.

Q. Is that list in your department?—A. No. It is only a list of the people 
who are asked to tender for work, the same as for other types of equipment.

The Chairman : Surely you do not ask architects to tender?
The Witness: That is my understanding. The C.C.C. do the work so 

Perhaps I am answering -out of turn.
Mr. Croll : Do not answer then.
The Chairman : We will get that from the C.C.C. when they come here. 

| do not think that architects would be -called on to tender on their work. Their 
lees -are fixed fees.

By Mr. Johnston:
, Q. Are these inspectors appointed in any way so that there is some responsi
bility attached to them? For example, if they pass a job following inspection 
°* It and say that the job is O.K., and then it- is later found that the inspection 
Was faulty and that the contractor did not live up to his specifications, is there 
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any way in which you can come back on the inspector? Would he be bonded 
with a responsible bonding company who would be answerable?—A. No. He is 
an employee of the Department of National Defence.

Q. So there is no security there to ensure that his inspection has been 
proper?

Mr. Croll: There is the security of his job.
Mr. Johnston: That does not make any difference, because once the job 

is passed, even though he may lose his employment, that does not alter the fact 
that there was a faulty inspection.

The Chairman: Is he not a permanent officer in the department? Would it 
not be the same for all other departments having work to be performed? They 
are permanent officers of the department?

Mr. Johnston : I have seen many cases where faulty work has been passed 
by inspectors and it seems to me that the government would be relieving itself 
of a great responsibility if these inspectors were bonded by a reputable bonding 
company.

The Chairman: You mean even though they are permanent departmental 
employees?

Mr. Johnston: Yes, if they are placed in the position of an inspector of 
a job. It seems to me that there should be a great deal more caution practised 
by an inspector. It would certainly safeguard the government.

Mr. Croll: It just occurs to me that if a government employee is not to be 
trusted by the government, would a bonding company trust him?

Mr. Johnston: It seems to me that when the government has so many 
projects scattered far and wide, it is almost impossible for them to be assured 
that the inspectors in all places are up to par. I can see the difficulty that the 
government has in that regard.

The Chairman: That would be a question of government policy which this 
committee would not have to decide upon.

Mr. Johnston: Yes, Mr. Chairman, but it might make a good 
recommendation.

The Chairman: Oh yes.

By Mr. Fleming:
Q. I think it is worth following up. Mr. Ross, is it quite clear that your 

department has nothing whatever to do with the selection of the persons, 
whether they be architects or engineers, who are retained outside of the depart
ment to inspect construction projects and advise your department as to the 
progress of the work and the value of the work done?—A. It is all done by the 
C.C.C. Contracts for any work or any service of that kind are taken care of by 
the C.C.C. We are not responsible for the contracts.

Q. Let me follow that up. Is it quite clear that your department has 
nothing to do with the selection of these architects or engineers?—A. I would 
say yes, that is true.

Q. Is this list that you speak of not in your own department?—A. No- 
I am speaking of the same list of firms as in any business. There is a list of 
architects, the same as a list of inspecting firms. It is all done through the 
C.C.C. .

Q. You are quite clear that there is not in your department any list °} 
firms, whether of architects or of engineers?—A. We may have a list, but it lS 
a list which is issued by the institute, the same as any group would have.

Q. In other words, you have no list for such a purpose except a list issued 
by the professional association of architects and engineers?—A. That is right'
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Q. Are there any cases where you have not been satisfied with the service 
rendered by way of inspection?—A. Not that I know of.

Q. Would you mind checking on that point?—A. I would be glad to check 
and see if that comes under the category of contracts which have not been 
satisfactorily completed.

Q. It might be unsatisfactory to them or it might not, depending on the 
circumstances.

The Chairman : Any questions having to do with contracts will be left for 
the C.C.C. when we get them here.

Mr. Fleming: Yes. We are bound to run into the problem from time to time 
of deciding just where the jurisdiction of one branch leaves off and the jurisdic
tion of the other branch begins.

The Chairman: We can inquire whether it is one or the other ; but when 
the witness states it is the C.C.C., we must take his word.

Mr. Croll: What page are we on, Mr. Chairman?
The Chairman : Page N-32.
Mr. Pearkes: May I ask a question on page N-31?
The Chairman : Certainly.

By Mr. Pearkes:
Q. Under the heading “General—purchase of land ... ”, there is an item 

for 44.3 acres of land at Esquimalt. May I ask what is the purpose of the 
Purchase? The price seems extremely high for the acreage. It is not in a city. 

The Chairman : Would you kindly tell us where it is?

By Mr. Pearkes:
Q. Under the heading of “Miscellaneous”, on page N-31, “General—pur- 

°hase of land, . . . ”.
“Alice Maude Buxton received $28,400 fox 44.3 acres of land at Esqui

vait, B.C.”
I would like to know where that land is and for what purpose it was 

Purchased.—A. I could obtain that information for you.
Q. We have not got that information here now?—A. No.
Q. Then, I would like to know for what purpose and whether a fair price 

Was paid for the land which was sold by Thomas Nowlan, George Nowlan 
and Nowlan’s Limited, 'involving the amount of $75,000 for land in New 
Brunswick.

Mr. Nowlan : I was wondering if someone would bring that up. I can 
assure my honourable friend that it is only a coincidence that the name appears 
there. Unfortunately I did not participate in that arrangement.

The Chairman : Can we pass on to air service then? 
u Mr. Wright: I would like to ask Mr. Ross a question about the item 
‘E” on page N-32 where it says, “fees for special courses, $704,626.81”. How 
uiany personnel took these special courses referred to in that item on page N-32? 

Mr. Pearkes: Where is that, please?
Mr. Wright: In item “E” on page N-32.
The Chairman : Oh yes, just above air services.
Mr. Pearkes: Oh yes.
Mr. Wright: Just above there in that item “E”.
The Witness: You want to know the number?
Mr. Wright: Yes, the number of personnel who attended these special 

c°urses.
86902—2*
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The Chairman: The witness might also give us a breakdown of the 
details of that item of $704,000; perhaps that would be more satisfactory.

Mr. Wright: That is what I want, a breakdown of that item.
The Chairman: Have you a breakdown of that amount?
The Witness: I can get a breakdown on it for you showing the number 

of personnel who attended these special courses, this refers to executive officers 
who took courses in gunnery, torpedo anti-submarine warfare and navigation 
direction in the United Kingdom, and also the qualifying course for lieutenants.

Mr. Wright: That would give us the number of personnel who were sent 
over for these courses?

The Witness: That is right.
Mr. Fraser: Mr. Chairman, under “married quarters”—on pages N-30 

and N-31—and also under air and naval services—
The Chairman: Would you mind speaking up a little louder, please?
Mr. Fraser: —it would also be in air and army. What happens to the 

rent that you receive for these married quarters? The reason I am asking 
that is because of what appears here in the Auditor General's report on page 6 
where he says: “the rentals collected were used by the department to reduce 
charges to its vote for pay and allowances, thus augmenting its appropriation 
with the revenues obtained from the investments of a crown corporation ; 
evidently instead of paying the interest on the debentures of 2 per cent. 
I wonder if that was done in all these cases?

The Witness: Did you say page 6 of the Auditor General’s report?
Mr. Fraser: Yes, right down about the seventh or eight line from the 

bottom of the page.
The Witness: Oh yes.
The Chairman: Have you got the statement there?
The Witness: Yes. It was planned that the department would take over 

the debentures of the Central Mortgage and Housing Corporation in blocks 
of 100 units estimated to cost one million dollars and this is provided for m 
vote No. 821, on page 18, of the further supplementary estimates of 1950-51- 
The Department of National Defence would thereafter be responsible for the 
payment of the carrying charges and those charges would be met by the 
amount provided in the estimates for subsistence: The vote reads—

To authorize the Minister of National Defence, on transfer to 
the Department of National Defence of works or buildings, or both, 
constructed or converted by Central Mortgage and Housing Corporation 
for the said Department, to assume the obligation of the Corporation 
to repay advances made to it in respect of the works and buildings so 
transferred, together with interest, in accordance with the terms of the 
relevant debentures delivered by Central Mortgage and Housing Cor
poration as evidence of the obligation, the Corporation to be fully 
discharged from the said obligation to the extent that it is so assumed.

Now, the way that is done is by providing in the estimates for the subsist
ence charge or allowance in respect of rental. When a man occupies one of these 
houses we do not pay him subsistence; I mean, the soldier, the service man who 
is provided with the accommodation is not charged actual rent, but he does 
not draw subsistence.

Mr. Nowlan: What do you mean; does not draw subsistence?
The Witness: Well, if we can’t provide a service man with quarters we 

have to pay him a subsistence allowance which includes an element for accom
modation and for rations.
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By Mr. Fraser:
Q. How would you balance your accounts on that?—A. You mean, in 

this case?
Q. Yes, how do you balance up your accounts in cases of this kind where 

the department is supplying him with a building? I mean, where another 
department has supplied you with the buildings? Isn’t that the case?—A. No. 
We subsequently took over these buildings in the sense that we would take 
over the debentures and therefore we would own the buildings for the purpose 
°f operation.

Q. Now, wait just a minute. There is a matter of the redemption of the
debentures. It says here-------A. We have already done that and that is what
these rentals are being used1 for and should be used for.

Q. Yes, by what it says here these rentals were to be used for redeeming 
and cancelling these debentures and apparently instead of that they are being 
used in the form of pay and allowances.—A. Well, if I may go back on the 
•tern that was included in the supplementary estimates. It was not known 
whether the total housing program would require to be financed over a number 
°f years and it was su-bsequeintlly found that the payments could be made 
progressively from appropriation and provision was made in the further sup
plementary estimates for a portion expended up to the 31st of March 1951. 
After being taken over this becomes the property of the Department of National 
defence. This is a case of just a little uncertainty as to how the matter would 
he handled. The property is now owned by the Department of National Defence 
and we 'have to maintain it.

Q. Do you get a special vote each year?—A. There will be provision for 
Maintenance purposes, in future.

By Mr. Nowlan:
Q. As I understand it the man in married quarters on the ground receives 

n° subsistence allowance; that is charged against rent?—A. That is exactly it.
Q. And “Jones” who is living off the camp ground and paying rent himself 

18 provided for; he receives subsistence?—A. He draws subsistence allowance, 
and that subsistence is a part of his pay and allowances. He either gets accom
modation which we have to maintain or else we pay him subsistence in lieu 
°f it.

Q. And as the subsistence allowance has been increased then your rental 
°harge is also increased as well.?—A. Exactly.
. . Q. And the service man pays income tax on that?—A. Up to 60 per cent; 
d is a percentage of it.

Q. But he pays income tax?—A. On a percentage of it.
, Q. Although he does not receive it at all?—A. It is equivalent to- the value 
having been paid.

Mr. Fraser: In spite of the fact that he receives nothing in cash that is
same as rent.
Mr. Nowlan : Yes, it is in lieu of rent.

, Mr. Fraser: What happens there is that he pays income tax on rent
allowance.

The Witness : In setting up the estimates for each year we have to take 
mto consideration the amount of money that will have to be paid out for pay 
jMd allowances and. in doing that we have to figure that so many people will 
be Provided with accommodation, and therefore 'the pay and allowances are 
reduced by the amount of money that we have to pay out in the way of 
Maintaining the property—fuel, light and so on.

The Chairman : But you do not charge, or credit the whole of it?
86902—3
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The Witness: No. We do not use a costing system. It will be prohibitive 
to try to do that.

By Mr. Fleming:
Q. You speak about the subsistence allowance ; where do you draw the 

line on subsistence in the case of married personnel ?—A. There are different 
rules, you know. Married people as distinct from single people.

Q. I am wondering how that relates to this matter of providing accom
modation for married personnel It is simple enough in the case of single 
personnel.—A. On page N-9 you will find a statement of the different rates 
paid. It shows there the subsistence allowance which is payable if proper 
quarters are not available at normal places of duty, and rations are not provided. 
If either is provided the allowance is stopped, or reduced.

Q. Take the case where an officer has hitherto been living out with his 
family and he now has quarters, married quarters in this new construction 
project. The subsistence allowance, I gather, is taken over.—A. He ceases to 
draw a subsistence allowance.

Q. Completely?—A. If he is receiving quarters and rations.
Q. Then he will still draw his marriage allowance? His subsistence will be 

taken over by your department on another account?—A. You will notice on 
page N-ll there is a notation by star that the marriage allowance is subject 
to a reduction of $10 per month if occupying permanent married quarters or 
$250 a month if occupying temporary married quarters. He loses his subsistence 
plus $10.

Q. And are these married quarters, these apartments, all uniform in size 
and value so that they admit of being treated in that general way that you just 
mentioned : in every case, just set a rent, in effect, at subsistence allowance plus 
$10 a month?—A. When we started out with married quarters there was a 
question of finding accommodation, and we converted many buildings into two 
groups, one which we called temporary quarters where we allowed them to use 
the buildings and they made certain modifications. In other cases we converted 
buildings to apartments, it started out at $2500 to convert an apartment, and 
our principal concern in the earlier stages was to provide accommodation foi' 
service people with families. The rates that are laid down there are not based 
on rents, as you will notice. You may have an officer living in quarters that cost 
exactly the same as a private, but it was done for the purpose of accommodating 
married personnel with families.

Q. I am interested in getting at the fact, and the fact is that in putting 
officers or men into these married quarters when they are constructed, there is no 
attempt to set a rent in relation to the value of the particular apartment but w 
every case what you do, in effect, is to charge that officer or man his subsistence 
allowance plus $10 a month.—A. That is correct. We have provided in the pin” 
for married quarters for three types of houses if we can get them, and they will 
be smaller for the lower grade and larger as you go up. We have not reached that 
stage yet, it is just being developed, and in that case one would expect that the 
rank and file would be in the smaller type houses and officers in the larger typ6'

The Chairman: I asked at the last meeting for a return, which is not ye^ 
ready, in regard to the cost of construction of married quarters.

The Witness : That is right.
Mr, Fleming: Is that to cover all these projects?
The Witness: I suggested that you might get a better reply on the costing 

from the Canadian Commercial Corporation who would have all the contracts- 
I have to produce a paper on these married quarters at Dartmouth.
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Mr. Fleming: It was just at Dartmouth?
The Witness: Yes.
The Chairman : That was all I asked for.
Mr. Fleming : I did not know whether it was just that one particular project.
The Chairman: I tried today to extend it so that we can have an idea as to 

"'hat the married quarters houses cost throughout Canada.

By the Chairman:
Q. It is not to your own personal knowledge that it is the Canadian Com

mercial Corporation which has that information?—A. They have the whole 
information.

Q. But what have you today?—A. I can give information with respect to 
these items that are here.

Mr. Fleming: All of them in your department?
The Witness: In this 1949-50 report.
Mr. Boisvert: Mr. Chairman, I would call your attention to the fact we have 

no quorum.
Mr. Croll : Before you mention that, may I refer to one thing. Some time 

a§° we decided to deal with the matter of the writeoff of debts and the chairman 
w&s to deal with the matter. May I suggest, and I will so move, that the 
chairman appoint, after consultation, a subcommittee of this committee, for the 
Purpose of dealing with that particular matter.

The Chairman : Is that agreeable to the members—of course, after consul
tation with the opposition parties? We would like to have this subcommittee 
aPpointed. The Minister of Finance has asked us if we could deal with this 
Rafter before he sends to us at a later date the Consolidated Revenue and Audit 
Act. The Minister of Finance has asked us if we could deal with this before he 
s°nds that Act to us; so with your permission I will consult the opposition parties 
and appoint a subcommittee to deal with this question. We would like the 
subcommittee to be as small as possible because we only have a limited number 

copies and they would have to be left in the hands of the members for a few 
uuys in order that they will be able to read them over.
■. Mr. Fleming: I think we might as well put this economy directive in the 

■fluiutes.
The Chairman : Mr. Fleming asks that the documents tabled early in the 

■fleeting concerning the instructions to departmental officials on economy be 
a<fded as Appendix D.

Agreed.
(See Appendix D)

Mr. Croll: Is the motion carried as to the subcommittee?
The Chairman : Yes. Our secretary tells me there was a hitch in the 

^rangement the other day in connection with the sitting of the Banking and 
Uttinaerce Committee. They are meeting on Tuesday next at 11 o’clock, 

j Mr. Fleming : They have pre-empted our time of 11 o’clock on Tuesday. 
suggest we leave the time of our Tuesday’s meeting in your hands.

The Chairman: Will you leave the meeting to the call of the Chair?
Agreed.
—The committee adjourned.

86902—34
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APPENDIX “A”

CANADIAN ARMY (RESERVE AND SUPPLEMENTARY RESERVE) PERSONNEL 
EMPLOYED IN INDIA, PAKISTAN FROM 1 APRIL, 1949 TO 31 MARCH, 1950

I pi

(tic a

F:j:

Rank and Name
Brig. A. V. Tremaine ...................
Lt. Col (Later Brig.) H. H. Angle
Major W. H. L. Sellings .............
Major M. F. P. Vallee .................
Lt. Col. A. G. Wygard....................
Major C. D. Ives .........................
Major W. T. Thompson .............
Major G. S. Vaugheois ...............
Major H. S. C. Archbold.............
Major F. E. Eaton ........................
Major J. L. Malkin ......................
Major H. S. Moore .......................

Total P&A 
issued during

1949-50 Period of Employment
$4,230..00 1 Apr 49 to 12 Oct 49
3,210 .53 1 Apr 49 to 15 Nov 49

22 Dec 49 to 16 Jan 50
1,248..37 1 Apr 49 to 18 Jul 49

853..47 1 Apr 49 to 14 Jun 49
3,114..31 30 Jun 49 to 31 Mar 50
2,497 .30 1 Jul 49 to 31 Mar 50
3,033..77 11 Jul 49 to 31 Mar 50
3,242,.97 12 May 49 to 31 Mar 50
2,435. 83 1 Sep 49 to 31 Mar 50
2,435. 83 1 Sep 49 to 31 Mar 50
1,959. 83 1 Sep 49 to 31 Mar 50
2,738. 63 5 Sep 49 to 31 Mar 50

Total ............................................. $31,001.24

I ? Aero
1 pa
I sell 

fell 
Servii 

litai
ilitTtrf

Expenses other than pay and allowances paid by the United Nations Commission.

C

APPENDIX “B”

MISCELLANEOUS GRANTS—$22,279.94 
(Being part of amount of $536,613.53—N-27 para. E.)

These grants classified as “miscellaneous” were for the maintenance of 
physical fitness equipment. Grants were payable to units and establishments 
on the basis of actual cost of maintenance not exceeding $2.00 for each officer 
and man on strength of the unit or establishment as at December 31 each year.

Physical Fitness equipment is for the following exercises : Baseball, Basket
ball, Cricket, Hockey, Lacrosse, Rugby, Football, Rugger, Soccer, Softball, 
Track and Field, Volleyball, Water Polo, Badminton, Boxing, Fencing, Golf, 
Handball, Squash, Swimming, Tennis, Wrestling.

APPENDIX “C”

EMPLOYMENT OF COMMISSIONAIRE SERVICES

I
I

IB.

The following numbers were authorized for employment at Halifax, N.S., 
during the fiscal year 1949-50.

H.M.C. Dockyard, Halifax, N.S.: 1 Officer, 95 cents plus 6j cents ; 1 ,
Sergeant, 87 cents plus 6^-; 8 Sergeants, 83 cents plus 64 cents; 20 Corporals, 7y I 
cents plus 6^ cents ; 74 Commissionaires, 75 cents plus 6 j cents.

R.C.N. Air Station, Dartmouth, N.S.: 1 Sergeant, 83 cents plus 64 cents, |. 
2 Corporals, 79 cents plus 6^ cents; 18 Commissionaires, 75 cents plus 64 cen^

No. 15 Regional Ordnance Depot, RCOC: 1 Corporal, 79 cents plus i 

cents; 4 Commissionaires, 75 cents plus 6^ cents.
The rate of compensation for the employment of Commissionaire Svr\ 

is set by Order in Council for each rank of Commissionaire. The basic rate j; 
Privates of the Corps is set as 5 cents less than the authorized prevailing r
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for Labourers in the locality concerned with a maximum rate of 75 cents an hour. 
However, there is an exception for employment in British Columbia where a 
maximum rate of 87^ cents per hour is authorized. Higher rates are authorized 
for the employment of NCO’s and Officers as indicated above.

In addition to the authorized basic rate, 6^ cents per hour is paid to the 
Corps for each hour of service in consideration of Administrative Expenses 
involved. This additional payment is broken down as follows:

(a) 5 cents to the Local Division of the Corps.
(b) 1^ cents to the Headquarters of the Corps in Montreal.
Accounts are paid twice monthly. The Local Treasury Officer makes 

payment for the basic rate per hour plus 5 cents per hour for administrative 
expenses direct to the Local Commandant of the Corps, and forwards one copy 
of each account to the Chief Treasury Officer, N.D.H.Q., for payment of the 
additional l\ cents per man hour to the Corps Headquarters at Montreal.

Service provided is on the basis of a 56 hour 7 day week. Reliefs, hours of 
work, leave, and actual payment of individual commissionaires are the respon
sibility of the Corps.

APPENDIX “D”

INSTRUCTIONS RELATING TO POLICY OF ECONOMY IN EXPENDITURES

Office of the Deputy Minister of National Defence

MEMORANDUM

Mr. Ross
C.N.S.
C.G.S.
C.A.S.
C.D.R.B.

December 1, 1950.

Economy in Expenditure
The Minister has received a letter from the Minister of Finance reporting 

a reaffirmation of his instructions to government departments to curtail, insofar 
as possible, non defence expenditure and calling on all government departments 
to practise the greatest possible economy.

While such a directive is largely inapplicable to this department, and our 
expenditures are not being called immediately into account, there is a little doubt 
but that increasing attention will be focussed on all types of defence expenditure 
and endeavours made to draw comparisons.

The Minister has requested that the utmost economy be observed in our 
operations and all non essentials be eliminated.

In this matter we should be like Caesar’s wife and set a standard of efficiency 
and austerity which will be an example to all.

Signed (C. M. DRURY)

September 18, 1950.
CXG.S.
C.A.S.

Construction
As you will be aware, the government has severely restricted all other 

government departments in their constructional activities both for the current 
yoar and planned for next year, even to the extent in some instances of incurring
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liability for damage action arising out of breach of contract. In Ottawa, for 
instance, work is to be terminated for the time being on the new Veterans Affairs 
building as soon as it can be closed in sufficiently to withstand the elements.

You will appreciate that a full-scale construction program by the depart
ment involving items which may be desirable but are not essential, would lead 
to criticism of the department and tend to create bad feeling.

I have discussed this with the Minister and he has directed that all con
struction is to be rigorously screened with the above in mind and all building 
not essential immediately is to be deferred. I will therefore, have to have, in 
respect of each building project, a detailed justification for the Minister for 
each item concerning which a contract has not already been let.

(sgd.) C. M. DRURY,
Deputy Minister.

OFFICE OF THE DEPUTY MINISTER OF NATIONAL DEFENCE
August 18, 1950.

C.N.S.
C.G.S.
C.A.S.

Our attention has been brought to a directive issued by the Cabinet 
authorizing a review by the Treasury Board of all public expenditures proposed 
to be made in the current fiscal year.

The review is necessary in the light of the Government’s greatly increased 
defence program and is for the purpose of deferring, wherever possible, con
struction and other projects of a nonressential character. Government depart
ments and agencies are to co-operate to the fullest extent with Treasury Board 
officials to achieve the necessary reductions in public spending during the current 
fiscal year. .

While Defence appropriations are being increased, the Treasury Board 
would like to be assured that in curtailing other departments’ program* 
everything will be done by this department to eliminate all or any expenditures 
which could be considered as not really essential at this time and could be 
deferred to some future date. ,

It is, therefore, suggested that a directive should go out to all concerned, 
drawing attention to the necessity of exercising every economy so that we get 
only the things required for the efficiency of the services under the accelerated 
program.

I would like to have a copy of the directive issued to show to the Treasury 
Board the steps taken by us in this matter.

(Sgd.) A. ROSS 
for (C. M. Drury) 
Deputy Minister.

In Atlantic coast temporary memoranda
(Issued to all ships, establishments and other authorities in the Atlantic 

Command)
ACTM 103/49 
Usage of Naval Stores

The need for economy in the use of consumable stores has been 
several times in recent months by memorandum and despatch from . g 
Headquarters. To date, the results obtained have been most disappointing 
Instances are continually being reported of excessive demanding by Ships aI^ 
Establishments for consumable stores. A good example is the extravagant u= 
of paint without reference to the limitations imposed by Naval General Ord 
23.00/10.

stressed
Nav'al
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2. Where there is evidence that consumable naval stores are not being 
issued in the smallest quantities compatible with efficiency, the Commanding 
Officer or Senior Authority is to inform the persons concerned that the provisions 
of KRCN Article 12.90 will be rigidly enforced and that any person wilfully 
or negligently conducing to the improper expenditure of stores is financially 
liable and subject to deductions from pay until the Crown is reimbursed.

3. The object is not to levy fines for incompetence or wasteful methods, 
but to eliminate the growing tendency of asking for “two when one will do”, 
in order that maximum use may be made of the funds provided, and that each 
Ship will receive a fair and adequate supply of stores.
(AC: 6000-1, AC: 8150-300)
Promulgated to date 26 October, 1Ô49.

bi Pacific coast temporary memoranda
(Issued to all ships, establishments and other authorities in the Pacific 

Command)
PCTM 106/49 
Usage of Naval Stores

The need for economy in the use of consumable stores has been stressed 
several times in recent months by memorandum and despatch from Naval 
Headquarters. To date, the results obtained have been most disappointing. 
Instances are continually being reported of excessive demanding by Ships and 
Establishments for consumable stores. A good example is the extravagant use 

paint without reference to the limitations imposed by Naval General Order
23.00/10.

2. Where there is evidence that consumable naval stores are not being 
^sued in the smallest quantities compatible with efficiency, the Commanding 
Officer or Senior Authority is to inform the persons concerned that the provisions 
°1 KRCN Article 12.90 will be rigidly enforced and that any person wilfully 
,0r negligently conducing to the improper expenditure of stores is financially 
hable and subject to deductions from pay until the Crown is reimbursed.
, 3. The object is not to levy fines for incompetence or wasteful methods, 
?ut to eliminate the growing tendency of asking for “two when one will do”, 
Pj order that maximum use may be made of the funds provided, and that each 
^hip will receive a fair and adequate supply of stores.

FOPC.6000-1
n FOPC.6001-950
Promulgated to 19 October, 1949.

Panavhed Temporary Secretariat Memoranda 
(Issued to all Heads of Branches and Directors at Naval Headquarters.)

temporary Secretariat Memorandum No. 580 N.S.6600-1
j 22 October, 1949.
Kequisitions for Office Equipment and Office Furniture

Requirements for additional office equipment and office furniture in the 
Apartment of National Defence have now reached such a volume that stringent 
^onomy measures must be enforced.

2. In future, all requests on the Department of Public Works for furniture 
nd Forms O.E.D.5 for office equipment are to be forwarded to the office of the 
3val Secretary for screening prior to forwarding to the Deputy Minister’s 

office.
, 3. These forms should be accompanied by a brief memorandum giving full
pails of the requirement and indicating what steps have been taken to ensure 

jyat surplus furniture or equipment is not. available from other Branches or 
lrectorates within Naval Headquarters.
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Temporary Secretariat Memorandum No. 681 11 May, 1950.
N.S.7570-HQ48

Use of Official Envelopes
It is noted with great concern that the use of Form HQ 48, Department of 

National Defence envelopes, has reached the fantastic figure of approximately 
300,000 a month.

2. Immediately, steps shall be taken to ensure a far greater economy in 
the use of these covers, particularly for internal correspondence within Head
quarters.

3. Labels CNS 2432 for classified correspondence and an unnumbered 
gummed label for unclassified correspondence shall be used henceforth on all 
internal correspondence within the Department. Used envelopes are to be care
fully opened, saved and re-used.

4. As trials with using gummed lables on mail going outside the Depart
ment have been unsuccessful due to labels fouling the postage meter machines, 
all mail for activities outside Naval Headquarters and to civilian addressees 
shall be sealed and addressed in the normal manner in the envelope.

Temporary Secretariat Memorandum No. 724
25 August, 1950.

NSC: 2200-50
As a result of the increased defence program, it is desirable that some 

reduction be made in the current fiscal year’s spending. To achieve this, the 
Cabinet has directed that the Treasury Board make a review of all proposed 
public expenditures for the purpose of deferring, wherever possible, projects of 
a non-essential character.

2. All Government departments and agencies have been directed to co
operate to the fullest extent with the Treasury Board officials to achieve the 
necessary reductions. However, before other departments’ programs are 
curtailed", the Treasury Board would like to be assured that everything is being 
done by this Department to eliminate non-essential expenditures.

3. Directors are to review their projects with a view to eliminating such 
expenditures.

P.T.O.

Temporary Secretariat Memorandum No. 818 
Requests for Office Equipment and Furniture

23 April, 1951;
N.S. 6600-1

Stringent economy measures shall be enforced in requisitions for office equip' 
ment and furniture at Naval Headquarters.

2. All such requests for equipment and furnishing shall be requisitioned o° 
the following forms.

(a) CAFA9 in quadruplicate
(b) OED4 or OED5 in original only.
3. The forms prescribed in 2(a) and (b) shall be forwarded to the office 

of the Naval Secretary for screening who in turn will forward the requisition t0 
the Commandant of the building applicable.

4. Heads of branches and directorates shall report any surplus furniture °r 
equipment, and its location to the Command officer Bytown.
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Temporary Secretariat Memorandum No. 822 
Economy in the Use of Paper

4 May, 1951.
N.S. 7553-1

CANAVHED 'has been informed that there is a shortage of paper in Canada, 
and difficulties and delays will exist in future deliveries. The following instruc
tions shall be introduced immediately to effect as great an economy in the use 
°f paper as possible:

(a) the use of both sides of the sheet shall be instituted immediately in the 
case of all routine correspondence ;

(b) copies shall be prepared on thin uncrested paper;
(c) care shall be taken that the exact number of copies only be prepared ; 
id) letters shall be single spaced in all cases;
(e) the smallest suitable envelope shall be used in every case; full use shall 

be made of economy stickers on used envelopes.

ARMY HEADQUARTERS
HQS 4200-C 

Ottawa, 29 Aug. 50.
1. Appropriations for the Department of National Defence for the current 

fiscal year are being increased. Programs of a number of other government 
departments are being curtailed, in particular construction and other projects 
are being deferred wherever possible, to provide part of the increase being made 
ln the National Defence Appropriation.

2. Every economy in the use of the increased National Defence Appropria
tion for 1950-51 must be exercised, if the essential needs of the defence 
Program this year are to be met. The increased resources provided—in 
equipment and materials, supplies and services, manpower—cannot prove suffi
cient for the carrying out of essential work, if any part of the total resources 
Provided is wasted in desirable but not essential expenditure.

3. The same considerations apply respecting the fiscal years which lie 
uumediately ahead. The request to Branches and Commands for submission of 
details of estimates of financial requirements for fiscal year 1951-52 will be 
going out shortly. Draft estimates of requirement submitted1 must be checked

examined carefully at all levels of review, to ensure that no less essential 
‘terns or requirements are recommended, with resulting possibility that resources 
are dissipated in performing desirable but not essential work while essential 
requirements suffer.

H. D. GRAHAM,
Maj. Gen.,

for (Charles Foulkes) 
Lieutenant-General,
Chief of the General Staff.

Distribution 
Commands 
Liaison Staffs 
RMC 
DM 
AG 
QMG
Vice Heads of Branches 
Deputy Heads of Branches 
All Directorates.
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DEPARTMENT OF NATIONAL DEFENCE

HQ. 6001-5 (DOS) 484 
Ottawa, Aug. 28, 50.

Conservation of Equipment and Facilities
1. The current expansion of the Canadian Army, after a period of p 

restricted expenditure on equipment and facilities, renders it more important I 
than ever that the most economical use be made of such equipment and facilities
as are available.

2. Care will be exercised in the condemnation of equipment. Responsible 
officers will ensure that recommendations for condemnation are carefully screened 
with a view to determining the possibility of repairing and placing back in 
service items which may be in short supply. The foregoing applies particularly 
to hand and power tools, barrack equipment and electric motors.

(N. E. Rodger) 
for Major-General

Quartermaster-General.
Distribution

For action
Headquarters, Eastern Command 

Quebec Command 
Central Command 
Prairie Command 
Western Command

For Information
Command Ordnance Officer, Eastern Command

Quebec Command 
Central Command 
Prairie Command 
Western Command

Commandant, No. 25 Central Ordnance Depot, Montreal 
No. 26 Central Ordnance Depot, Ottawa 
No. 27 Central Ordnance Depot, London

DOS
DQOP
RCOC School
DADS (Pubs)
IQS
Chief Auditor DND

OFFICE OF THE DEPUTY MINISTER OF NATIONAL DEFENCE
MEMORANDUM:

C.N.S.
C.G.S.
C.A.S.

August 1, 1950-

In view of the present situation, it is suggested that declarations of surplus 
be carefully screened with a view to determining the possibility of repairing and 
placing back in service articles which may be difficult to obtain. This step wn 
also save funds which can be used for the purchase of more urgently needed 
equipment.

I
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It is realized that certain types of equipment are declared because of 
obsolescence, age, etc., and declarations in such instances are justified but 
particular attention should be given to declarations covering hand and power 
tools, barrack equipment, electric motors, etc., where such equipment is repairable.

(sgd.) C. M. DRURY,
Deputy Minister.

II
12/Regtl/Gen/l

ADOS (DO)
It is requested that your staff be informed of the above and instructed to 

screen carefully all stores which may be declared surplus to ensure there is no 
immediate need; nor future need for such stores, whether in present condition, 
repairable, or for use as spares.

Copy—GB—

(Sgd.) A. T. SMITH,
Colonel,
Director of Ordnance Services. 

HQS 801-50-0 (QMG) 
TD. 15

MEMORANDUM
Department of National Defence 

Ottawa, 13 Dec. 1948
DCGS
Annual Financial Estimates

1. After experiencing the activities of the past few months in connection with 
the preparation of our annual estimates, I am more than ever convinced that 
there is considerable room for improvement in the fundamental methods used in 
determining our financial requirements.

2. The principal fault in our present arrangement seems to lie in the fact 
that projects or activities are approved without consideration of their cost. The 
question of whether or not we can afford to undertake these projects does not 
Seem to come up for examination until they are reflected in our annual estimates.

3. The Directors who must estimate the various elements of cost, entering 
'Uto each project are required to do so on the basis of a very brief direction such 
as is contained in the annual budget preparation directive, and the result is that 
various interpretations of the intention become used as a basis for estimating by 
the various Directorates concerned.

4. As the total cost of a project has never been consolidated into one figure 
and appears only in its various elements within the different primaries concerned, 
the Directors responsible for these different primaries are placed in the position 
m having to argue in favour of and substantiate the costs of projects for which 
(tod'amentally they are not responsible and in respect of which they have only a 
1mited interest and knowledge.

5. The review of project costs by the individual cost components appear- 
la8 in each primary creates a possibility of having essential parts of the cost 
°i some projects deleted from the estimate because of their effect upon the total 
Appropriation for the particular primary concerned, whereas the main project 
(and possibly other related costs) are retained in the estimates. This is an 
Unhealthy estimating arrangement.
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6. To my mind the activities of the Army can be properly broken down 
into projects. These are of two kinds:

(a) Maintenance projects—the cost of which must be absorbed if the exist
ing Army is to be maintained to normal standards. These costs would 
include pay and allowances; medical attention ; maintenance of existing 
equipment and properties, etc. Each element of these costs could be 
separately estimated as a maintenance project by the maintenance 
Directors concerned, once they are advised as to the intended strength 
and disposition of the Army.

(b) Activity projects—These are projects which reflect the employment 
of the Army in its various tasks associated with its training and prepa
ration for war, i.e., all activities over and above normal maintenance. 
Again, these activities are always initiated by Directors responsible for 
the functions concerned. Their initiation involves specific expenses over 
and above normal maintenance.

7. It is my strong view, in which my experience supports me, that all projects 
(i.e., the breakdown of our annual estimates) should be prepared separately by 
the Directors concerned in such a manner that the project can be reviewed by 
approving authorities in the light of both cost and manpower implications.

8. Maintenance projects should, I think, be approved by the head of the 
Branch concerned but, if necessary, could have the approval of the Chief of the 
General Staff, although, being automatic costs, the CGS concurrence is perhaps 
not necessary.

9. “Activities” project costs should certainly have the approval of the CGS.
10. All project estimates should I think be reviewed by the Army Budget 

Committee before being forwarded to the CGS, and the approval of these projects 
should take place well before the day on which it is necessary to start the pre
paration of the annual estimates.

11. The effect of the foregoing arrangement would be that the compilation 
of the annual estimates for the Army would in fact be simply an addition (m 
their appropriate primaries) of the list of approved maintenance and activity 
projects. The total effect of all approved projects would not of course be seen 
until they were compiled into the annual estimates. At this point decisions 
would need to be taken as to what projects would need to be reduced in scope 
or deleted, depending upon the overall availability of money ; the state in which 
it is decided to maintain the Army and its equipment, or the extent of training, 
development or other activities which the strategic situation necessitates.'

12. One of the good features of such an arrangement as I have briefly out
lined above would be that Directors who initiate activities (summer camps for 
cadets, courses abroad, development of equipment, etc.), would be made aware 
of the cost to the taxpayer of their projects and would be placed in a position 
where they could take steps to search for economies which, under the present 
arrangement, they have less opportunity to review because they do not see the 
dollars and cents involved in what they intend to do.

13. To initiate discussion with those concerned (possibly at the Army Budget 
Committee) I have had prepared in this Branch two sample project forms which 
might be used as.a basis for initiating project estimating and approval.

14. These forms are not necessarily the best but will, I think, serve as » 
basis for further discussion. D. Army Budget could I am sure give useful 
suggestions along these lines.
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15. In the light of the foregoing, it is suggested that D. Army Budget be 
asked to review the situation and, if you agree, to make suggestions and further 
recommendations for consideration by the Army Budget Committee.

(Sgd.) L. M. CHESLEY 
(L. M. Chesley) Brigadier,

Vice Quartermaster-General
LMC/3676
attach.

DEPARTMENT OF NATIONAL DEFENCE
File 000-6 (AMAP) 

Ottawa, 31 August, 1950.
FILE COPY

Economy in the Use of Canadian 
Manpower and Material

1. Additional funds are being provided by the Government to permit the 
acceleration of the defence program. These monies are in part being made 
available through curtailment of other public expenditures which will represent 
a cut-back of many desirable projects already overdue as a result of last war 
conditions.

2. It is the responsibility of the armed forces to ensure that the accelerated 
Program is carried out as economically as possible. In submitting recom
mendations and estimates for the purchase of equipment, for alteration and 
improvement of facilities, and for new construction, you should at all times 
appreciate the severe strain under which the national economy is now being 
placed.

3. Careful scrutiny is to be given to all recommendations for increased 
expenditure with the dual object of:

(a) Ensuring that these are phased as far as possible so as to provide a 
steady flow of expenditure rather than one subject to serious fluctua
tions.

(b) That the provision of facilities not required in the immediate future 
is deferred in preference to those directly essential to the effective 
implementation of current plans.

4. Will you please take the necessary action to ensure that this is done.
(Signed) A. L. James 

(A. L. James)
Air Vice Marshal 

for Chief of the Air StaffLIST:
AOC, ATC 
AOC, NWAC 
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Correction

In the Minutes of Proceedings of May 24th, 1951, Volume 16, page 437, >n 
the seventh line from the bottom, after the name of Mr. Drury, insert the 
following: “and of Mr. Ross”.



MINUTES OF PROCEEDINGS
House of Commons, Room 430, 

Tuesday, May 29, 1951.

The Standing Committee on Public Accounts met at 4:00 o’clock p.m. The 
Chairman, Mr. L. Philippe Picard.

Members 'present : Messrs. Ashbourne, Benidickson, Beyerstein, Blue, Camp- 
?ey, Cauchon, Cavers, Croll, Decore, Fleming, Fraser, Fulton, Gibson, Harkness, 
Helrae, Johnston, Kirk (Digby-Yarmouth), Larson, Macdonnefll (Greenwood), 
Major, Picard, Riley, Robinson, Stewart (Winnipeg North), Thatcher, Warren, 
Wright.

vj. Jn attendance: Mr. C. M. Drury, C.B.E., D.S.O., E.D., Deputy Minister of 
National Defence; Mr. A. Ross, C.M.G., Associate Deputy Minister.

, The Committee resumed consideration of the public accounts relative to 
”e Department of National Defence, for the fiscal year ended March 31, 1950.

The adjourned examination of Messrs. Drury and Ross was resumed.
Detailed statements, requested of the witnesses at previous meetings, were 

abled and ordered to be printed as Appendices to the day’s Minutes of Pro
ceedings and Evidence as follows:

By Mr. Drury:
Appendix “A”—Summary of Services rendered to other Government Depart

ments by the RCAF.

By Mr. Ross:
Appendix “B”—Specimen Form CCC 72 of Canadian Commercial Cor

poration respecting Progress Payment.
Appendix “C”—Specimen Form of Statutory Declaration CCC 71.

698 Appendix “D”—Specimen Form of Completion Report (Contracts) CAFC

f Appendix “E”—Specimen Form MB 303: Proceedings of Court of Inquiry 
Jr any Board of officers or Committee.

Messrs. Drury and Ross were questioned on various other items of expen- 
p res of National Defence contained in the Public Accounts, under study, 
i Urther detailed information respecting these were asked of the witnesses who 

. hicated that they would undertake to supply the requested information atthe earliest possible date.
And the examination of Messrs. Drury and Ross still continuing; the said 

Xamination was again adjourned to the next meeting.
, At 5.50 o’clock p.m., the Committee adjourned to meet again at 11.00 

Uc‘oek a.m., Thursday, May 31.
ANTOINE CHASSÉ,

Clerk of the Committee.
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MINUTES OF EVIDENCE
House of Commons 
May 29, 1951.

The Standing Committee on Public Accounts met this day at 
Chairman, Mr. L. Philippe Picard, presided.

, The Chairman : Gentlemen, the witnesses have some answers to 
which were asked at a previous meeting with respect to pages N-30 
N-31.

4.00 p.m.

questions 
and page

Mr. C. M. Drury, C.B.E., D.S.O., E.D., Deputy Minister of National 
Defence, called :

Mr. Johnston: Mr. Chairman, the pages in my book seem to jump from 
Page N-29 to page N-39.

The Chairman : Well, your book is out of order but we cannot blame the 
committee for that. Mr. Drury has an answer for item 5.

The Witness: Yes, Mr. Chairman. Mr. Fleming made a request for infor
mation concerning the use of air transport by the Department of National 
defence and by other government agencies. It would take some considerable 
^search through a vast number of files to discover the number of requests which 
Were made but not granted, which were turned down. If this is needed, we can

it, but it will take a fair number of days to secure it.
„ This comes of course under a whole assortment of files, not in one particular 

e- I have, however, a table which I shall put in as an exhibit of government 
"epartment requests to use R.C.A.F. transports, and the operations carried out 
m this respect in the fiscal year 1949-50.

(See appendix “A”)
By Mr. Fleming:

j. Q- Just to follow that up, as far as the element of time goes in the prepara- 
loni I do not think it is serious but is it going to take the labour of a number of 

People in your department for a long time?—A. It will take the labour of two
I three people for three or four days plowing through a whole lot of files.

Q. Then could we shorten it by taking just a portion of the period which 
tj'mld perhaps give us a representative answer? Could we not take, let us say, 
,m (test three months of the period, let us say, from January 1 to March 31, 

That would produce a test, would it not?—A. It would.
Q- I would be content with that, Mr. Chairman. 

s The Chairman: We shall file the previous answer as appendix "A”; and as 
°°n a$ we get the other one, it will be tabled.

j. The Witness : I have something further. Mr. Fleming also requested some 
(1 °a °f the use made by the Department of National Defence, Air Transport, in 
ne fiscal year 1949-50'.
. We carried in R.C.A.F. transports some 20,000 service personnel and 4,000 
miians. The 20,000 service personnel included army, navy and air force 
rsonnel proceeding on duty, either individually or in groups. Also some 
serve units, for instance, were lifted to camp and back again; also air per-

II travelling on duty were lifted from isolated stations.
471
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By Mr. Fleming:
Q. Could you give us any further information about the 4,000 civilians, a 

breakdown by departments?—A. These are— , .,
Q. Simply for the Department of National Defence? Were they in al 

cases?—A. Yes. J
Q. Well, were these in all cases persons on the staff, on the civilian stau 

of the department?—A. No. j
Q. Or were there others lifted as well?—A. The coverage includes a num,, 

of civilians working directly for the department. In some instances they woul 
be employees of contractors who were working for the department, let us say 
at Goose Bay, where technicians and some labour are required by some of the 
contractors up there.

They bring them in and take them out on a scheduled run. The plane is 
going anyway, and if there is space available, they will be taken. ,

Churchill will also come under that heading, also civilians, Eskimos an 
others ;. I was going to say emergency cases.

Q. Would they be included as well?—A. Yes, including civilians.

By Mr. Fraser:
Q. They would be flying into Hudson’s Bay?—A. Mostly out, but also in.

By Mr. Fleming:
Q. Were there any other cases?—A. Included in this also would be civilian 

government -employees including, as the type of thing, the trip, for examp > 
which was made by the Secretary of State for External Affairs around t 
world. That would be included in this number of civilians. r,

Q. Are there any others, or does that cover all the categories?—A- 
covers pretty well all the categories, I think. We have also upon occasion him 
civilian foreign delegations. Once we did that. I cannot remember the date ot1 ■ 
There was a British Economic Mission which we lifted from Montreal to Ottavvf 
They had come from the United Kingdom and had missed train connections, 
we brought them up by air. ,v

Q. Does that exhaust it?—A. I do not know if I have included every bo : 
in that.

By Mr. Macdonnell: ,
Q. When you speak about moving— —A. This includes the lifting 0 

dependents of service people to and from isolated stations such as Goose B»)’ 
where there is virtually no other means of ingress or egress. . ■

Q. When you speak of lifting service personnel, I suppose that means ci 
lians working for the department, or does it mean only uniformed personnel. 
A. No, uniformed personnel.

Q. Unifonned personnel?—A. Yes.
Q. There is quite a sharp distinction. .
The Chairman : May I ask as a favour that you speak up. The peop 

who are located at the other end of the table do not hear the conversation at a ' 
So will you please speak up? >

The Witness: I am sorry.

By Mr. Macdonnell:
Q. I asked whether the operations which you have been describing, Q]. 

of lifting service personnel, were confined solely to uniformed personnel , „
those

whether you would consider yourselves entitled to lift civilian employees of 
department? I notice you said civilians working for the department an



PUBLIC ACCOUNTS 473

wondered if that included civilians who were working in the department.—A. No. 
I used the tenu “working in” to include both those working in the department, 
direct employees in the department, and civilians who were working for the 
department, possibly as employees of contractors who were working for the 
department.

_ The distinction I made specifically is that a civilian employee such as a 
maintenance engineer at Goose Bay would be a direct employee of the depart
ment; and if space were available and he had to travel from Goose Bay, let us 
say, to Dorval on duty, we would allow him to ride in a scheduled run.

There would also be civilians who would be hired by building contractors 
at Goose Bay who were working for us. And if there was space, and if there 
was a requirement for some of his employees to travel between Montreal and 
Goose Bay, we would lift them.

« By Mr. Johnston:
Q. Would that be a condition of the contract, or would they pay for their 

transportation?—A. They do not pay for their transportation.
Q. Would it be a condition of the contract?—A. No.
Q. It would just be done as a courtesy?—A. Just as a courtesy, yes.

By Mr. Fleming:
Q. When you carry the employees of contractors, is the cost of the air 

operation charged up against the contracts in your department accounts, or is it 
simply charged to the transport end?—A. It is charged to the transport end. I 
am only talking now of the scheduled runs. The airplane is going there anyway, 
and it is a case of flying a man who is required at the far end.

Q. Could you say that in no ease are transport planes operated for the benefit 
employees of contractors, that they never go except on a scheduled run, the 

run that is going anyway?—A. That is correct.
The Chairman : I was reading the proceedings the other day and I noticed 

that I asked ten times a meeting for people to speak louder. It is not so much 
°n my own behalf as for the sake of the others at the end of the table, where 
Pobody can hear. Now, Mr. Ross has some answers to questions which were 
asked by different members.

t

Mr. A. Ross, C.M.G., Associate Deputy Minister, Department of 
National Defence, called:

The Chairman: The first question relates to the purchase of land at St. 
"°Ws, Newfoundland.

The Witness: A question was asked: What this payment was for. I may 
„Say that it was for the purchase of the Buckmasters’ field at St. John’s, New- 
,°Undland, and adjoining parcel of land with a garage situated thereon. This 
ls Used on a joint service basis.

Mr. Fleming: That was the item of $160,000 was it not?
The Witness: No. $157,675.
The Chairman : Payment to Alice Maud Buxton. Page N-31.
The Witness: This payment in the amount of $28,400 for 44-3 acres of land 

p Esquimalt, B.C., was for the purpose of acquiring a site for the Belmont Park 
l0Using project carried out by Central Mortgage and Housing Corporation to 
provide accommodation for personnel stationed at Esquimalt. This property,
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including a house and stables, was valued by Ker and Stephenson Limited, 
Government street, Victoria, and is located directly across the road and adjacent 
to Royal Roads College.

Mr. Fleming: What was the valuation?
The Witness: The price paid was $28,400.
Mr. Fleming: Was that the exact amount?
Mr. Gibson: That was the payment for 43 acres?
The Witness: No, for 44-3 acres.
The Chairman: The next one is a payment to Thomas Nowlan, George 

Nowlan and Nowlan’s Limited. Page N-31.
The Witness: This price of $75,000 covered 303-8 acres of land acquired 

for the site of the W/T Station at Coverdale, N.B. The amount was valued by 
representatives of the Department of Transport on behalf of the Naval Service.

By Mr. Fleming:
Q. What is the valuation there?—A. That is the price we paid.
Q. Did you say there was a valuation?—A. The Department of Transport 

made the valuation. We use the Department of Transport for appraisal purposes- 
We use their land men to quite an extent.

The Chairman: W'hat is the next one?
The Witness: That is the one I just gave.
The Chairman: Employment of architects and consulting engineers and 

forms of completion of services required for defence contsruction projects.
The Witness: I would like to refer back to the answer given by me in con

nection with the employment of architects and consulting engineers. The selec
tion of architects and/or consulting engineers in the period under review was 
made by the Canadian Commercial Corporation in consultation with officials of 
the Department of National Defence and made on the basis of the type of work 
that had to be done. Canadian Commercial Corporation then negotiated a 
contract with the firm concerned. . .

Regarding contracts for construction placed by the Canadian Commercial 
Corporation the corporation sent forward the tenders received by them with their 
recommendation for consideration of the department before final acceptance.

In addition to the 10 per cent deposit necessary to be made by a contractor 
when he sends in his tender there is generally a provision in fixed priced -contracts 
for an additional 10 per cent holdback in accordance with normal business 
practice.

Regarding progress payments I am tabling the form which has to be com
pleted before progress payments arc made. The same form is used for cost-plu 
contracts. It will be noted that in addition to the certificate made by the con
tractor there is a certificate required from an officer of the Department 0 
National Defence that the services have been rendered and in the case of 
cost-plus contracts a certificate is required from the cost audit section of t*1 
Treasury. This statement is supported by a statutory declaration.

The Chairman: The forms will go in as appendices “B” and “C”.
(See appendices “B” and “C”).
The Witness: When the work is completed a completion report is obtained 

from an official of the Department of National Defence. This is essential befor 
the release of any holdback or security deposit and before the final paymen ’ 
is made.

In accordance with K.R.O., it is necessary to assemble a board of officer 
immediately on the completion of new works and buildings or major repairs o 
where there are alterations and repairs to works and buildings, for the purpo=
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of recommending that it be taken over or making such other recommendation 
as may be necessary. This applies in all cases where the expenditure is in excess
of $10,000.

I am tabling the completion report form as appendix “D”, and also the form 
Prepared by the board of officers, which is the same as used for courts of inquiry. 
Those two usually travel together.

The Chairman: They will be appendices “D” and “E”.
(See appendices “D” and “E”.)

Now we have an answer on the communication services in Northwest
Canada.

The Witness: Communication services' in Northwest Canada other than 
those operated by the Department of National Defence.

This was a question asked by General: Pearkes particularly in reference to 
duplication.

The Department of Transport operate a telegraph service from Dawson 
through Lower Lebarge, Stewart, C arm ax to Whitehorse and over to Atlin where 
>t connects with radio services to Telegraph Creek communicating with Hazelton, 
Ashcroft, etc., through the interior of British Columbia.

Northwest Communication System operated by the Canadian National Rail
ways for the Department of Transport. A land line facility is operated by the 
Northwest Communication System from the Alaskan border along the northwest 
highway to Edmonton. It consists of overhead wires with carrier equipment 
Providing both telegraph and1 telephone and leased wire service. In so far as the 
^partaient of National Defence is concerned one telephone line is leased by the 
arrny to service the maintenance camps along the highway. The R.C.A.F. lease 
a teletype circuit from Edmonton to Whitehorse with drops at all the important 
air fields for air operation and controlling the movement of aircraft.

The Canadian army also lease a teletype circuit from Edmonton to White
horse for communication between headquarters Western Command, and the head
quarters of the highway in Whitehorse. This circuit forms part of the National 
hlefence communication system across Canada.

It will be seen from the foregoing that these circuits serve different purposes 
hut the systems are closely interlocked for giving the maximum facilities in the 
case of emergency.

In this connection I would refer to the chart showing points in Canada 
serviced by the communication facilities of the Department of National Defence 
aPpendix III of the White Paper on Canada’s Defence Program, 1949-50.

Mr. Fleming: That is the 1949-50 White Paper, not the last one we
received:?

The Witness: No. The 1949-50 one.
The Chairman: Now, gentlemen, I think we have another answer with 

'espeet to band grants.
The Witness: A question was asked about the basis on which band grants 

flere made. First, band grants for the active force are $500 each year, for a band 
Uot exceeding 35 pieces; but a band exceeding 35 pieces gets' $650.

. For the reserve force, the band grants are $150 for bands not exceeding 15 
Pieces ; and for bands exceeding 15 pieces but not exceeding 20 pieces, it is $200; 
a^l for bands exceeding 20 pieces but not exceeding 25 pieces, the amount is 
*250; while for bands exceeding 25 pieces, the amount is $300.

A regimental band performing the duty of a state band at Ottawa gets a 
*500 grant.

Chairman: That completes the list of answers which we have ready to
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When we ended the last meeting we had concluded Naval Services and we 
were about to start on Air Services when we adjourned. It was page N-32.

Mr. Fraser: Could I ask a question on page N-31?
The Chairman: Very well.
Mr. Fraser: At the end of the first paragraph on page N-31 I read: “New

port Comers, married quarters, contract; J. H. Hicks and Sons Limited, $98,- 
301.54; payment in full”. Were tenders called for this?

The Chairman : Where is it located, exactly?
Mr. Fraser: It is at the end of the first paragraph.
The Chairman: Oh, yes.
The Witness: I think you will have to ask the C.C.C. for that.
The Chairman: You will make a note so that when the C.C.C. are here 

you may ask them about these contracts. They are the ones to ask.
Mr. Fraser: I think there was something else. “New permanent barracks, 

H.M.C.S.- Stadacona, $355,000.” Why were new barracks needed there?
The Witness: You will remember that barracks. It is at Halifax.
Mr. Fraser: Yes.
The Witness: This is for a replacement of the old barracks which were 

built by the British Admiralty many many years ago and which had become 
obsolete for our purposes.

Mr. Fraser: And you are putting in new ones?
The Witness: We are taking down the old building and we are starting to 

replace it with a more modern building with better facilities to accommodate a 
larger number of people.

Mr. Fraser: Will the new one be fire proof?
The Witness: Yes, it is fire proof.
Mr. Gibson: I wonder if Mr. Drury feels that the Department of National 

Defence in every case, such as—I am thinking particularly now of the Northern 
Expediter which was outfitted in Vancouver. A man went down to the United 
States and bought a LST tender and he made quite a substantial amount out of 
it by transporting diesel oil for the army. It seemed to me that that job was 
one which could have been done by our own naval services, and I wondered if 
in every case we do everything we can by means of the personnel in our own 
armed services?

Mr. Drury: In so far as it is economical and serves the ends of training we 
do everything for ourselves, or we endeavour to.

Mr. Gibson : Yes?
Mr. Drury: I am not familiar with the particular circumstances you men* 

tion; but the primary role of the navy is that of anti-submarine warfare. I think 
that a particular supply operation of this type would not necessarily fit into the 
general pattern of naval training.

There is therefore not the incentive to carry on this type of operation, if ^ 
can be done and done economically by a private firm.

Mr. Gibson: I would disagree with you heartily. We have a great Arctic 
Ocean up there; and it would seem to me that if we have experts in our servie® 
who could deliver diesel oil to the mouths of the Coppermine River, it strikes 
me as being a wonderful opportunity. There must be many men in the Canadian 
Navy who are capable of directing a ship in the Arctic Ocean and into the mouth 
of the Coppermine River.

Mr. Drury : There is a sea-going craft known as the Snowbird which usually 
travels up and down in that area, to the mouth of the Mackenzie River, during 
the months when navigation is open, and experience is gained through the 
operation of that vessel.

/

1

1
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Mr. Gibson : I think we should not do that again. It occurs to me that that 
is the kind of training which we should give our own personnel. So the next 
time you are thinking about doing it, will you give my suggestion some thought?

Mr. Drury: We will.
The Chairman: Can we pass on to Air Services?
Mr. Fraser: There is an item at the end of Naval Services for special 

courses, $704,268.
The Chairman : I think we had a question asked about that, and an answer 

is expected for a subsequent meeting.
Mr. Fraser: I see.
The Chairman : We were to get a breakdown of the number of personnel 

who follow those courses, and so on.
Mr. Fleming: Have we had any requests for details with respect to items 

"D” and “E” on page N-32?
The Chairman: Not for all of them ; but we had one for special courses.
Mr. Fleming: Special courses? What were they?
The Chairman: What is your question?
Mr. Fleming: Perhaps there is a brief explanation which can be given of it.
The Chairman: I think we covered it at the last meeting, but if you still 

have a question, you may ask it.

By Mr. Fleming:
Q. I was trying to remember whether we had or not.—A. Which one?
Q. Item “D” and Item “E” on page N-31.—A. We are producing the details 

°f them.
Q. No. Start with item “D” “Land line communication”; what was the 

nature of that item?—A. The lease of lines, the lease of wires and telephones. 
I can get you a break-down of it. What details do you want?

Q. To whom in general are these payments made?—A. That would be to 
railway services—the Canadian National or the telephone services, including 
Provincial telephone services.

Q. They are established communications companies?—A. Yes.
Q. Take the item telephone tolls and telephone rentals. I am thinking about 

your regulations governing the use of telephones. Do you keep a separate 
breakdown on long distance calls and the cost of long distance calls and that 
?°rt of thing as they do in the Department of External Affairs?—A. We could get 
it for you. I understand that these telephone tolls here mostly represent long 
distance telephone calls, and the rentals are payments to telephone companies 
t°r telephone services—telephones in different offices and headquarters. Would 
you like some further breakdown?

Q. I thought you were just about to add something else?—A. For instance, 
mere is a twelve mile circuit for Ottawa and Gloucester. There is a circuit 
to Halifax. That is part of the general picture.

Q. Just broadly are these direct lines which you have purchased from the 
■“ell Telephone Company?—A. They are circuits we have obtained for teletype 
communication, and for the hook-up of telephones.

The Chairman : Is that from Ottawa here to the headquarters of the 
different commands?

The Witness : 859 miles would suggest that it is a direct line to Halifax 
‘0r operational purposes.

Mr. Fraser: That is a yearly rental?
The Witness : Yes, about $1,100 a year.
Mr. Fleming: Is that based on the standard charge made by the Bell 

■Telephone Company to persons renting these private lines?
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The Witness: To people leasing lines.
The Chairman : Have you any such direct lines of communication from 

Ottawa to the different commands?
The Witness: Not very many. In the navy there would be the line from 

here to Halifax. In the army they might have one from Ottawa to Oakville.
Mr. Fraser: To Kingston?
The Witness: Not to Kingston.
Mr. Fleming: You say they “might have”?
The Witness: They have.

By Mr. Johnston:
Q. On these telephone tolls of $56,000 odd, is there any way in which 

the department can check those telephone calls to see if they are necessary 
calls? I can quite understand that there are some long distance telephone calls 
which are necessary but I imagine that as well as in any other government 
service, there are a great many times when calls are put and that half of the 
conversation is on matters of social engagements. They could just as well have 
used an air mail letter. It is almost as fast as the telegraph or telephone. Is there 
any way of chécking up?—A. Every telephone toll that is received for a long 
distance call has to be checked to the source at which the call was made. An 
individual has to initial that he had made the call and we are constantly drawing 
attention to calls that may appear to be excessive, pointing out that it is 
desirable to use air mail or ordinary mail rather than the telephone service.

Q. Has there been any beneficial return from those check-ups?—A. I would 
say there is—if you keep on observing on these things.

Q. Are there any cases where you have—I was going to say used a little 
pressure to cut down, but you know what I mean anyway?—A. If we saw calls 
that seemed to be very high we would take it up with the branch concerned 
and point out to them that it was a large charge. Generally they have a good 
reason for making the call. It might be something in connection with a vital 
part required for some repair, or circumstances arising which necessitated 
immediate action.

By Mr. Macdonnell *
Q. I would think it is an extremely difficult thing to control and it would 

depend a good deal on whether it is the thing to do or not. It would depend 
on what the senior people do. One gets the impression, although it may be a very 
false one, that government officials are very apt to say: What else is a long, 
distance telephone for—and I recognize the difficulty of controlling it?—A. It is 
a very difficult thing to control but using the principle of my own experience I 
do not use the long distance telephone unless necessary.

Q. "Well, we Scotch people do not but there are very few people like us.— 
A. I think we do try to instill that instinct wherever we go and in fact we are not 
popular in many cases for the checking up that we do.

By Mr. Fleming:
Q. How can you check up on the use of these direct lines? The charges there 

are not based on the number of calls?—A. There is this to be said. The line can 
only be used to its maximum and it is limited to that. The line is there and they 
can use it. Wre would not have put the line in unless it werè necessary.

Q. I was thinking about the matter of checking once you put in a diréct line. 
You lease the line for a year and there is no way of checking whether the use of 
it is proper or not?—A. Yes, there is a record or a method of checking. The 
operators keep a record of all calls that are made.
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Q. Do you check over those? Do you ever carry out spot checks to see if the 
regulations are being strictly adhered to?—A. Actually the lines are limited to 
certain officers.

Q. Well, senior officers, but say down to what rank?—A. I would say colonel, 
or the director of a branch. Below that an officer would not be allowed to use 
the telephone unless it were an emergency—unless it was something very urgent.

Q. What is the nature of the check you carry out on the long distance calls 
other than direct requests? Are those spot checks which you carry out periodic
ally or do you -await complaints?—A. All bills coming through are -checked at 
headquarters before payment. Every telephone call is listed and every individual 
noted, and the directorate 'has to certify the calls. We point out from time to 
time that the calls seem to be more than usual and we request that steps -be taken 
to limit them to urgent business.

By the Chairman:
Q. Do the representatives of the Comptroller of the Treasury in the depart

ment check on them? Do they have to pass on those?—A. I would say the Auditor 
General would make test checks on some of these bills.

Q. Yes, but the one who reports to us is the Comptroller of the Treasury, 
and there is in every department a representative of the Comptroller of the 
Treasury. Are they supposed to check on these bills?—A. I understand that 
Treasury do not check individual calls ; they leave that to the department which 
ls certifying the bills—to see that the calls are kept down to reasonable limits.

Mr. Fleming: Have you had any cases of abuse or breaches of regulations 
m the case of long distance telephone calls?

The Witness: I am quite sure there must have been some cases. I can find 
°ut and give you a report—ascertaining what has occurred in this year.

The Chairman : If not they would be too perfect.
Mr. Macdonnell: Could you not set up a competition among the depart

ments to keep these calls down?
The Witness: There would be too much competition between all the 

Scotchmen.
Mr. Gibson : Volubility is not always an indication of efficiency.
The Witness: That is the difficulty in controlling lopg distance telephone 

calls. You talk to me and say what you want in three words, but another fellow 
fakes ten.

Mr. Fulton: And sometimes it is vice versa.
Mr. Macdonnell: If you made them all do their telephoning after six o’clock 

you would get the -cheap rate.
The Chairman : Are there any further questions on the subject?
Mr. Fraser: I would like to ask about these canal tolls of $14,882.24. Is 

mat on account of ships going through the Panama Canal?
Mr. Fulton: I would like to ask where we are?
The Chairman : We are on page N-32, item “B”. When Mr. Fleming is 

through there we will switch to item “E”.

By Mr. Fleming:
Q. I see postage and rental of post office boxes, $30,000 odd. Where are you 

Paying postage and rental' on post office boxes?—A. Outside of Ottawa we pay 
Postage. All incoming mail has postage on it. I would have to get the informa- 
fi°n on post office boxes. I do not know exactly what they are but I assume 
Possibly they are -for reserve units.
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Q. You could possibly give us a little more information about the next item, 
inter-office communication, $8,142.04. Is that written communication?—A. No, 
that is interservice box communications.

Q. You mean mechanical forms of inter-office communication?—A. Yes, if 
Mr. Drury wants to talk to me he pushes a buzzer and he can talk to me.

Q. Those are ordinary mechanical office gadgets?—A. Usually used between 
head office, we will say, and a factory.

Q. How many places have you got that type of mechanical inter-office 
equipment?—A. Well, for the senior officers, mostly.

Q. You would have them here in Ottawa?—A. Yes, and perhaps in Halifax, 
but not in the smaller stations. For instance, this is the navy we are talking 
about here and you would not have a system like that where there is no per
manent organization. It would only be where there was a permanent station 
and where it was found necessary to have a quicker service of communication 
between a senior officer and perhaps another director in his organization.

Q. This expenditure is on new equipment of that nature?—A. Not neces
sarily no. It would be rental of equipment.

Q. Is this equipment for rent?—A. Some of it. The Dictagraph people 
I believe provide a service. There is installation and servicing.

Q. How does this compare with expenditure say in the two previous years? 
Is that handy?—A. Well, no.

Q. Let us not wait for it; probably you could get it later on.
The Chairman: We are on “E” now.

By Mr. Fraser:
Q. My question was on canal tolls. We would not have any canal tolls in 

Canada?—A. No; outside of Canada.
Q. Through the Panama?—A. Yes, through the Panama.
Q. Do we have to pay to go through there?—A. Yes.
Q. It says . .include pilotage. . .”—A. That would be going into foreign 

ports. There are certain principles which are recognized in international law.
Mr. Fleming: I was going to ask about maintenance grants of $30,243.39. 

What are they?
The Witness: That is made up of band maintenance fund grants of 

$3,104.40; ship’s fighting efficiency fund, $702.96; grants to naval libraries—-
Mr. Fulton: Just before you go on, what is “ship’s fighting efficiency 

fund”? Is that a sort of competitive fund? Do they give prizes?
The Witness: It is for the captain of a ship to get little things to polish 

up a little bit better. It is just to encourage efficiency.
Mr. Macdonnell: Spit and polish?
The Witness: “Spit and polish” is just as good an expression as anything

else.
The Chairman: Are we through with that?
The Witness: It also includes grants to naval libraries of $1,223.33; grant» 

to naval divisions, $17,913.

By Mr. Fleming:
Q. Naval divisions?—A. Yes, divisions across the country. ,
Q. What is the nature of these grants? What is their purpose?—A. Genera 

assistance in the maintenance of the division. ,
Q. Are there any restrictions on the use, the particular purpose to 

the grant is devoted?—A. I will get you something further on that. There 
also sea cadet training allowance, $3,989.70; sea cadet band instrument allowanc , 
$2,910.
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Q. The next item is recruiting expenses, $205,088.94. Is that included in 
the figures we had in the early stages?—A. That is the detail.

Q. Then, the final item is $126,717.01, miscellaneous. How is that made 
UP? It is the final item under “E”?—A. I will have to get the detail for that.

The Chairman: Now, that concludes naval services. Now we are on page 
N-32, “Air Services”. The first item is: “allotments: Royal Canadian Air 
Force (regular).” Are there any questions, gentlemen?

By Mr. Fulton:
Q. I would like to make a comment here, Mr. Chairman, on something that 

has impressed me considerably going through these things item by item. I refer 
to the closeness of your expenditures, or the way your expenditures are very 
plose to your allotments. What relation do those bear to the estimates? I think 
it is quite striking.—A. Well, there would be some variation in the allotments 
as it was explained before in the committee, I think. We can transfer from one 
Primary to another to meet any condition arising. For instance, if we need 
™°re money for pay and allowances we have to find! it from somewhere else and 
treasury Board authorizes these transfers from time to time.

Q. What happen® if you come to the end of the fiscal year andi you find that 
you are exceeding your allotment? Do you just simply have to fire some one or 
transfer him to somewhere else?—A. No, you will find that we exercise pretty 
close cheek on expenditures so that we do not overspend or commit ourselves in 
those cases. Pay and allowances is an item we have to protect all year, but 
variation® in numbers, increases or decreases in staff, might change it so that in 
°ne case we would have money left over and in another case we would not have 
money left over. We can go to the Treasury Board to get the money. It is a 
flexible system to enable us to take care of that sort of contingency.

By Mr. Macdonnell:
Q. I notice the statement that: “As at March 31, 1950, there were 2,933 

salaried employees being paid from these allotments, of whom 111 were perma
nent and 2,822 temporary.” I am not sure that I understand the significance of 
mat. Does “salaried' employees” mean civilian personnel?—A. These are civilian
Personnel.

Q. Would that be the total number of civilians?—A. This is only for one 
group.—the air force.
v, Q- Would that be the total civilian personnel employed by the air force?—A. 

0r this group.
Q. Why would so many of them be temporary?—A. It so happened the allot

ments of permanent appointments were not increased during the war. The 
Permanencies were allowed to stand due to the great influx of personnel into the 
department. It is only in the more recent years that situation has been adjusted, 

his is the situation in 1949-50.
Q. One does not want to transgress the situation now but would it be sub- 

stantially different in respect of temporaries now?—A. I would say so, except 
at we have increased a great many more.

Mr. Fulton : But you have more permanent employees now?
The Witness: We have more permanent employees now.

By Mr. Wright:
v Q- Mr. Chairman, when you have a total vote for air services, for instance, 
v°J’ say you can transfer between the various categories, but supposing the total 
/de is not enough to meet expenditures in that year, then have you an emergency 

n(F—A. No, we would have to come to parliament for more money.
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Q. There is not an emergency fund?—A. No; the money that is voted to the 
department is the total amount of the appropriation and we have to keep within 
that or else go forward for supplementary funds.

By Mr. Fraser:
Q. And then if you do not keep within that you would have what was 

called a “further supplementary”?—A. If the Korean war or something else 
turns up we have to have a further supplementary.

Q. Mr. Chairman, did the regulations on pay and allowances apply in the 
air force the same as they did in the army—that a person in the air force or in 
the army under 23 years of age and married could not draw the allowance for 
his wife?—A. The regulations are the same for the three services.

Mr. Drury : I think in the fiscal year 1949-50 when a man was under the 
age of 23 he could not receive marriage allowance—whether he was married or 
not.

The Witness: It was the same for all services.
Mr: Fraser : If he wras not married he would not be entitled to it, but if he 

was married he was not allowed to draw it if he was under 23 years of age?
Mr. Drury: That is correct.
Mr. Fraser: Now may I ask if that still applies? It applies still in the 

permanent force but it does not apply in the Korean force?
The Witness: Well, we are going a little beyond the bounds, Mr. Chairman, 

of 1949-50, but the age limit has been lowered.
Mr. Fraser: What is the age limit now?
Mr. Drury : 21.
Mr. Fraser: 21, and there are special rules for the Korean force.
Mr. Drury: For the Canadian army special force there are special rules.
Mr. Fraser: They were put in last fall.
Mr. Drury : That is correct.
Mr. Fulton: Mr. Chairman, I would like to ask Mr. Ross this question. 

As we have taken the navy service, the army service, and the air service, under 
these general headings of allotments, you do not have anything for the acquisi
tion of various items of equipment, arms, and so on, for each of the three services. 
That seems to be dealt with in a rather vague way in another place.

Mr. Campney : That was put on the record was it not?
Mr. Fulton : Yes, it was put on the record but I am wondering why?
The Witness: The reason for equipment being classified under a general 

appropriation is the fact that the same equipment is used by the active force, 
reserve force, and the cadets. These are the same stores and the same sources 
of supply for the three organizations. That is why it is all brought in one. 
It is difficult to differentiate between what you are keeping for the reserve force 
as opposed to the active force, and that is why we have only one supply source, 
one appropriation for equipment and maintenance of equipment and all these 
related things which are brought under one heading—general. You will 
that applies in all three services.

Mr. Bareness: I see dependents’ allowances, $1,161.89. I do not think 
we had any dependents’ allowances? What does this item cover?

The Witness: I think it is an adjustment of some kind. Yes, I am informed 
it is a wartime adjustment. Some cases which appeared to be justified had 
not been dealt with and we got authority to pay the money.

Mr. Croll: What page are you on?
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The Chairman : N-32. Are we through with this item—“allotments: Royal 
Canadian Air Force”. If so, we will go on to “Allotments: Royal Canadian 
Air Force (Auxiliary) at the top of Page N-33.

Mr. Harkness: 1 thought we were going on to “B” after “A”.
Tlic Chairman: I cannot wait eternally for a question. As I said before 

We are supposed to have read this before we come here, and when there is a 
silence if anyone has anything to say he can say it.

By Mr. Harkness;
Q. In connection with travelling expenses and allowances to service per- 

s°nnel, $1,464,541.08, that is I take it entirely for travelling expenses apart from 
fhe use of service aircraft and so on?—A. It is entirely money expended for 
transportation purposes.

Q. Why is it that you had to spend that amount of money to transport 
Personnel in addition to those they transported in their own aircraft?—A. You 
have the figure there. There are 20,000 of them and some people travel many 
times. There are people travelling from headquarters, there are people being 
rotated in service and who arc travelling on duty.

By Mr. Gibson:
. ( Q. What standard of accommodation do you lay down for different ranks?— 

‘First class’ for officers, and ‘coach’ for service personnel unless they are 
^veiling at. night and then we may have to take ‘first class’ to get sleeping

accommodation
I Q- Is there a standard set for different ranks, for instance whether they 
mve drawing rooms?—A. There are no drawing rooms except for people tra- 
cl'mg with security documents and that sort of thing. Generally speaking 

a drawing room would be for a very top ranking officer and the'reason would 
e that he would be carrying papers of importance. Generally speaking the 
•ansportation covers standard berths.

is

By Mr. Fulton;
Q- Does that include the cost of meals while travelling? I refer to this 

etl1-—A. Meals are included in the travelling expenses.
- , Q- And there is no difference in the meal tickets which are issued as 
ctween various ranks? They are all entitled to eat the same on the train?- 

Meal tickets arc usually issued to other ranks. An officer, of course, i 
°wed so much a day.

Q. During the war we always got meal tickets?—A. It was because you 
travelling on a troop train and it was to provide a facility. 

c Q. No, I recall during the war when we came back from overseas on a 
^urse and were sent on lease, we received meal tickets?—A. That was done 
lring the war but they do not do that now.

Q. Now does an officer have, a per diem allowance?-—A. It is dependent 
the time he is travelling, and if he gets sleeping accommodation that 

f tluces the amount of the per diem allowance. It is reduced to iust an allowance
lor meals.
j Mr. Harkness: This does not include transfer expenses of personnel and 
■ mendents moving from one station to another. It seems to me to be a largej, - —moving

em and I think we should have a break-down of it.
The Chairman: We shall ask the witness if he can do that for us.

;g The Witness: I can give you a break-down of the total. The $2,446,733.40 
made up of transportation warrants, $348,747.73; air transportation—this is 

87030—2
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paid to TCA, or going overseas to one of the civilian companies, and it is 
$58,844.53 ; transfers amount to $859,073.15. That is the figure which is shown 
here.

By Mr. Harkness:
Q. Yes—A. Travel and general allowance claims amount to $1,056,948.82; 

investitures amount to $12,426.65; civilian travel amounts to $62,903.65; mis
cellaneous transportation amounts to $42,484.89; leave transportation amounts 
to $5,169.14; and there is exchange, profit and loss on exchange amounting to 
$134.84.

Q- the figure is $1,056,000 odd.—A. Travel and general allowance claims.
Q. Travel and general allowance claims: But you also have warrants fo1' 

$348,000 odd. Why is it that you have these other claims besides the warrants? 
—A. I he warrants are paid to the railway companies, while the allowances are 
paid to the individuals.

Q. You mean that that is their allowance for eating meals?—A. Yes, for 
accommodation and meals. These are paid in accordance with the King5 
regulations.

Q. It is about three times the amount of the warrants which seems away 
out of proportion to me.—A. I take it that the people who travel would not 
necessarily travel on warrants. They may travel by car or by air transportation- 
Consider for example the air force. They may travel quite a lot that way in the 
air force. If you desire it, I can give you the rates, and so on, for their travel

The Chairman: Are there any further questions?
Mr. Fraser: What are we on now, Mr. Chairman? I have a question of 

page N-33.
The Chairman: That is right, “Allotments, Royal Canadian Air Cadets.”

By Mr. Fleming:
Q. My question has to do with the item “Aerodrome Development” where 

you have a contract with the Bell Telephone Company of Canada for $13,913.98- 
What is that contract for, in an aerodrome?—A. It was for telephone service 
at the aerodrome, for the switchboard and so on.

Q. That would be for the installation of a switchboard?—A. For telephone 
service to the different hangars, to the work shops, and to the air control tower-

Q. I wondered why there was a contract on it, but I see it now.

By Mr. Helme:
Q. I wonder if Mr. Ross could tell us what the difference is between ti1® 

Royal Canadian Air Force Auxiliary and the Reserve Auliary?—A. They 
have two; they have a reserve called auxiliary, which is the same as the reserve 
force in the other services; and in addition to that, they have a special reserve 
which is not provided for in the estimates at all other than for special training 
It is a reserve composed of ex-service people who remain on a special reserve 
list.

Q. The reason why I ask my question is that all through the county 
there are small air fields with flying clubs where you will find groups °* 
young fellows who gave good service during the war, and who will have a lot o 
flying time in those clubs. I just wondered w-hat is being done to encourage 
them to keep up their flying practice and training? I know there have been 
communications from a group of them in my own locality in this connection-

Mr. Drury: All young people who desire to fly are encouraged to join^b® 
reserve air force and fly with them. But in some localities there are no organic" 
reserve squadrons which they can join. However, there are a number of fly11^ 
clubs across the country and we have made arrangements for men who are v°
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affiliated with reserve squadrons to take refresher flying under the auspices of 
the flying clubs, in aircraft which is provided by the R.C.A.F., chipmunk air- 
cratt, so that they can keep their hand in, in flying. Those are the arrangements 
which have been made with local flying clubs.

Q. I have particularly in mind Prince Albert. They asked to see if some 
chipmunk aircraft could not be made available there for this patricular thing.

Mr. Drury: We only have so many chipmunk aircraft available to do the 
whole of the country. I am not sure what the answer would be on this request 
from Prince Albert. Obviously every town in Canada cannot have a number 
°f chipmunk aircraft made available to them, but we are trying to stretch those 
aucraft as far as we can.

. Q. Prince Albert has a flying club with a very good record.—A. I shall be 
chipmuck aircraft could not 'be made available therefor this particularly thing. 
§‘ad to look into it.

By Mr. Fulton:
Q. I observe two contracts listed where the payments, including the final 

laments, were very much less than the amount of the contract. I find that in 
the case of Quebec, at the St. Hubert Aerodrome there was a contract for 
*14,889.58, and the payment, including any final payment payment, amounted to 
°nly $6,294.58. Also, at Hamilton, I see where there was a contract with Johnston 
brothers Company Limited for $264,555.65, where the payments, including the 
"Hal payment, amounted to only $15,981.17. I wonder if you could give us an' 
°xPlanation of how a contract could be made for an amount which was so very 
|reatly in excess of the actual cost of the work, which I judge took place?— 
y These contracts took place the year before and this is a carrying-over or a 
^caning up of the contract in this particular year.

Q. Would you mind enlarging upon that a little, please?—A. Take this con- 
Tact at St. Hubert for $14,889.58, for example. If that was made in 1948-49, 

Pa,’t of the payment would be made in that year, and only the balance was due 
"Ten the work was completed in the year 1949-50.

$6,294.58 represents the final cleaning up of the contract which originally 
"as for $14,889.58, and part of it was paid in the previous year.

. Q. This is only a partial payment including the final payment?—A. The 
c caning up of the contract. <

Q- Oh, I see.
p The Chairman : Are there any further questions? “Allotments: Royal 

anadian Air Cadets.”?
I Mr. Helme : Before we go on to that, I wonder if Mr. Drury could tell me 

0xv the item just above that heading of $585,968.72 for the R.C.A.F. (reserve)
Wa§ spent?

Mr. Drury : I do not think I understand your entire question.
The Chairman : Please speak up.

,, Mr. Helme : I understood you to say that those who were in the reserve of 
a e R-C.A.F. were men who were on call. Perhaps it was Mr. Ross who said it. 
ane of you did. But there is a sum here of $585,968.72 for R.C.A.F. (reserve) ; 

Ilc* I just wonder what that is spent on and how it is spent?
I Mr. Drury: Maybe Mr. Ross could give you the details on that one. He has the book.

The Witness': This money is paid to these R.C.A.F. reserve personnel, who 
le veterans undergoing training for so many weeks.

ff It is divided in this way : Average rank, flying officer, including training for 
>Urteen weeks ; reserve officers, average training; flight lieutenant, including 

87030—24
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training for 30 days; personnel of the R.C.A.F. reserve, including wings; radar 
squadrons ; training squadrons ; medical units, and provost flights including 
training for 65 days. These are people called up for short periods.

Mr. Benidickson : I did not get the difference between the R.C.A.F. auxiliary 
and the R.C.A.F. reserve.

Mr. Drury: In this fiscal year 1949-50 the auxiliary were the flying elements, 
and the R.C.A.F. reserve were the non-flying elements. Those which Mr. R°jf 
mentioned are the R.C.A.F. reserves. They are now called just the R.C.A.F 
reserve. They are not described as auxiliary or anything else. It is now all 
reserve.

Mr. Benidickson: That was done during the fiscal year which is under 
review.

Mr. Drury: The change came about in the fiscal year which is under review.
Mr. Benidickson : I think it is referred to in the annual report at page 57 

which deals with the year ending March 31, 1950. It is paragraph 423, and i 
says:"

The reserve component (formerly designated the auxiliary), has 
been strengthened by the formation of a reserve medieal unit at HamilR® 
on October 1, 1949 ................. ” and so on.

I saw that you were keeping two types of accounts during that same year and 
it aroused my curiosity.

Mr. Drury: We were, in that year; but it is now all reserve.
The Chairman: I think, if I might say so, what might lead to a misinterpre

tation is the fact that this item is headed “Auxiliary” yet we do not find any 
item especially for reserves. But at the bottom we see “R.C.A.F. (reserve), 
$585,968.72”. So that is what gives rise to a possible misinterpretation.

By Mr. FvXton:
Q. In connection with Mr. Ross’ last answer to Mr. Helme, are the peop'e 

having to do with that item, the people in the R.C.A.F. reserve, in connection 
with the item of $585,968.72, are they veterans who are attending universities1 
—A. Oh, no. Some of them may be undergraduates at universities. t ,,

Q. You did not intend to indicate that they were all?—A. No. But it is ai 
reserve. , /

Q. Because I was going to ask you for them.—A. It is for different periods 
of training.

The Chairman: Are we through with this item?

od

By Mr. Fraser:
Q. You will recall the ones who are regular. Those are the ones who sigp 

up for the period of three or six years?—A. The active force. The auxiliary aP- 
the reserves at this time were reserves.

Q. Now they have to sign up for six years. And at the end of that per1, 
do you ask them to sign up again, or do they have to ask you?—A. No.

Q. If he is a good man?—A. we would try to keep him if we could.
The Chairman: “Allotments: Royal Canadian Air Cadets” page N-$ 

Are there any questions?

By Mr. Fulton: ,
Q. With respect to “Civilian instructors” I was under the impression that a 

your cadet instructors were service personnel. What proportion would you ha' 
Could you give us a break-down of how much the civilian cadet instruct0
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receive under this item?—A. $150,586.62, which is made up of salaries, ternpo- 
rary. $116,514.33; wages, $32.486.99; and unemployment insurance, two items,
°f $792.65.

Mr. Macdonnell: It would appear that you keep them pretty immobile. 
Jneir travelling expenses seem to be very low.

The Witness: Yes. Cadets are pretty well in localities.
Mr. Fraser: This money is expended on camps, very similarly to that of 

fhe Sea Cadets?
The Witness: Yes. They bring them to, let us say, to Patricia Bay in the

summer.
Mr. Benidiokson : Would there not be expenses in connection with auxiliary 

oadets in school during the school term?
The Witness: No, these are air cadets.
Mr. Benidiokson : None of them is affiliated with schools?
The Witness: No.
The Chairman : Are we through with this item?

By Mr. Macdonnell:
. . Q- I am not sure that I fully understand the explanation you gave. Are the 

Clvilian personnel a mere fraction in numbers of the service personnel?—A. They 
are only employed for so many days.

Q. You are speaking of civilians now?—A. Yes.
, Q. How many of them are there?—A. There would be about 500 for 30 
days ; and 200 for from two to five days. It would depend on the period of the 
CamP- I have 150 here in the estimates for 15 days.
,, Q- That is for civilians?—A. Civilian cadet instructors. And on top of 
uat we would have some labour in the camps.

. Q- Your travelling expenses and allowances for civilian personnel is about 
/100th of what it is for service personnel?—A. This is transportation. I see.

Q- At the bottom of page N-32.—A. The cadet is considered as service 
Personnel for this purpose.
i Q. I return to my question: Are civilian personnel a mere fraction in num- 
ers of service personnel?—A. Most civilian personnel are local people who 
°l'ld not necessarily travel with cadets from different points to camp.

The Chairman : Are we through with this item?
Mr. Fraser : With respect to page N-35.
The Chairman : Before we go there, that will be another chapter. Now we 
to page N-34 “Allotments: Royal Canadian Air Force—General”.
Mr. Wright: I have a question to ask Mr. Drury and Mr. Ross. I notice 

?n Pages N-34, N-35, and N-36 that there are all these contracts in every prov- 
ace; that there are a number of contracts let with the exception of the province 

0 Saskatchewan.
I find again on pages N-40, N-41, and N-42 the same thing. In every 

H°vince there are contracts let and work done, and air force personnel being used. 
% I ask if there is a black-out with respect to the Province of Saskatchewan 
0 far as the air force is concerned? Or how does it come about that there was 
0 money spent in that province during the year 1949-50? It seems rather 

/range, because we had a lot of air training in Saskatchewan during the war.
Mr. Campney: Have you looked the situation over recently?
Mr. Wright: I am talking about the fiscal year 1949-50 which we are 

ealing with in this book. We are not allowed to go ahead of it.
Mr. Campney : Except in a general way?
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Mr. Wright: I would like to have an explanation as to why Saskatchewan 
appeared to suffer from a complete black-out during the year?

The Witness: We place our orders through the Canadian Commercial Cor
poration for work to be done. I do not know of any reason why. There is 
nothing specifically set out.

One of the services did show something for Saskatchewan. I think it wa 
on page N-23, in respect to Dundurn and Regina. There was some work done 
at Dundurn and Regina.

Mr. Wright: I am speaking now of the air force.
The Chairman : Of course, much of this question can be answered by the 

C.C.C. when they come here.
Mr. Wright: He has said that the orders are placed by the air force wit 

the C.C.C. But if the C.C.C. do not get the orders, they cannot make tn 
contracts.

The Chairman: As I was saying,, the second part of Mr. Wright’s question 
could be answered by the Department of National Defence. Mr. Wright wan * 
to know not only whether contracts have been placed, but why it is that the ai 
force did not have any requirements in the Province of Saskatchewan.

If the department decided to build an aerodrome in Saskatchewan, t 
C.C.C. would have had to look into it. So that question is one for the Depar 
ment of National Defence, and I think it could be answered by them.

Mr. Fulton : It must be that all the aerodromes in Saskatchewan were so 
well built that they did not need any repairs.

Mr. Wright: I would like the department to give me the answer.
Mr. Drury: There was on suggestion of a black-out for Saskatchewan, 

so happened that during the fiscal year in question there were no requiremen » 
on the part of the R.C.A.F. for construction to be undertaken in Saskatchewa • 
We do not spend anymore than we absolutely have to. In that year there w - 
nothing which required contractual work to be done in Saskatchewan.

Mr. Wright: Have you the figures for the year before?
Mr. Drury : I have not got them in front of me.
Mr. Wright : Could you get them for us?
Mr. Drury : I could obtain them.
Mr. Wright: I wmuld like to have them.
Mr. Fulton : Perhaps the government felt that the Department of Ag° 

culture would be spending enough money in Saskatchewan.
Mr. Wright: It does seem to be rather queer that when we are spend111'’ 

$77 million, one province has been completely left out.
The Witness: My reference is only to construction.
Mr. Wright: Yes, in these pages here.
The Chairman : Now I imagine that we can now pass topage N-42 unie- 

you have some more questions.
Mr. Fraser: Mr. Chairman?
The Chairman: Just a moment, please. I want to explain that these de 

can be called. They will all be left open for the C.C.C. when it comes^ be ^ 
us. But if there are any questions pertaining to the Department of Naw° 
Defence with respect to these pages, you may ask them now. ,

Mr. Fraser: I see on page N-35 that the Milton Hersey Company Liml 
received $4,759.74 for inspection services.

Mr. Fulton : Whereabouts on N-35?
Mr. Fraser : Right near the top of the page.
The Chairman : At Summerside, P.E.I.
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By Mr. Fraser:
Q. About the fifth line down? Are they employed by the National Defence 

Department or does that come under C.C.C.?—A. C.C.C. makes the contract.
Q. They have nothing to do with your inspection. All right, that is all I have.
Mr. Hark ness: I do not know whether this is for the department or for 

C.C.C. but on all these pages I notice they appear to be straight contracts in 
most cases, except that in the case of contracts in Newfoundland they are cost 
Plus contracts. I wonder why that was?

The Witness : Well, C.C.C. would answer that question. It was probably 
a matter of finding a firm to do the work.

The Chairman : Well, we will leave these pages the same as we did for 
Hie army and the navy. It is “Allotments—General”, having to do with con
struction contracts and so on, and we will leave them open to the questioning 
^ the people from C.C.C.

Mr. Fulton : Just before you leave may I mention a contract in British 
Columbia for flood control. The contract which you let was for $98,000 but you 
Phd out only $63,000. I would like to know whether that contract was com
pleted in the year under review or how much more work has to be done on that? 
"A. I would have to find that out. I will check and give you a report.

The Chairman: With the proviso that these items will be left open to 
C-C.C. we will pass on to page N-42, “Allotments: aerial photographic surveys,”

The Witness : On Mr. Fulton’s question I understand that the flood control 
contract was not completed in this fiscal year. You will notice the contract was 
j"r $98,000 and payments made were $63,000. Therefore there would be a 
balance carried into the next year.

Mr. Fulton: I just wanted to be sure.
The Chairman : “Aerial photographic surveys”, any questions?

By Mr. Wright:
Q. Do you receive payments for that aerial photographic work?—A. We do. 

. Ce collected from the Department of Mines and Technical Surveys as it was 
ln that year, the sum of $940,000. We take the pictures for the department.

Q. Do you employ any private firms to do photographic work?—A. No. 
* his work is done by our own planes and our own photographic service.

By Mr. Helme:
Q. In connection with this matter are you pretty fully occupied to capacity 

ln your photographic work? The reason I ask is that contracts have been let by 
I’l'her departments to private concerns to do photographic work. It seems to me 
"hat it would be awfully good training for the R.C.A.F. photographic department 

do that work?—A. This has only a certain amount of usefulness for the 
I''C.A.F. and at that time we were pretty well loaded to capacity. The other 
departments found it necessary probably for two reasons—first probably the 
(^cation they wanted surveyed was not convenient to the R.C.A.F., or second, 
that we could not handle it at all.

Q. Last year there was a large area between Saskatoon and Edmonton 
bt. both of which cities there are large airports, but the work was let out to 
hW'ate firms. Of course, it had nothing to do with your department, but I just 
''°nder whether they were overloaded and could not take that on?—A. The situa- 
lon is that the R.C.A.F. were overloaded.

By Mr. Macdonnell:
Q. On page 38 under “miscellaneous”, and “acquisition of land”, I would 
to ask Mr. Ross who did the negotiating? I notice that Dufferin Construe-
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tion Company Limited received $325,000 and James Franceschini received $75,000 
for parts of lots 16 and 17, concession 3, west of Yonge street. Who would know 
the particulars of the Dufferin Construction and Franceschini deal?—A. What 
would you like to know, and I will get the information?

Q. I would like to know the price of land in the neighbourhood, and who 
carried out the purchase?

Mr. Drury: I think perhaps I can say something on this. This land 
owned by Mr. Franceschini in one quality or another, was contiguous to the 
southern boundary of Downsview as his sort of home or farm there. ''e 
acquired a very large slice for the extension of a runway at Downsview.

Mr. Macdonnell: How much was involved?
Mr. Drury : The whole amount.
Mr. Macdonnell: How much land?
Mr. Drury : I do not remember—quite a substantial acreage and the Price 

worked out to about $750 an acre.
The Chairman : Well, we were on aerial photographic surveys—are we 

through with that?
Next is “Allotments: northwest staging route”. Are there any comments.
Mr. Bareness: What does “operating expenses of properties” mean? What 

properties would those be?
The Witness: They would be properties at the different airports on the 

route—Fort Nelson, Watson river, Whitehorse, and different places en route.
Mr. Fulton : Mr. Chairman I would like to ask Mr. Ross why they Pa*^ 

Davis, Ripley & Associates $7,315.59 for engineering services—paid to date, 
$12,315.59—when we have the Royal Canadian Engineers?

The Witness: I expect it was necessary in that case to employ outside 
consulting engineers to do some work.

Mr. Larson : Have we a quorum?
The Witness: Fort Nelson is a little bit out of the way.

By Mr. Fulton:
Q. But you are doing a very considerable amount of construction there-" 

$762,000 worth in a year, and I was just wondering? Perhaps I should ask Mr- 
Drury but it seems to me to be a project worth while giving consideration to. 
Why is use not made of the army’s engineers?—A. I would just like to find ou 
what these consulting engineers were doing. Actually this would come out in 
the C.C.C. inquiry—I refer to the employment of those individuals. ,

Q. You cannot tell us whether the army engineers would have been qualifie 
to do the work?—A. I am quite sure the situation at that time was such that w 
did not have enough engineers to go around.

The Chairman : Are there any further questions on these pages—up to N-4T-
Mr. Fulton: There is another matter. I will put it this way if I may. ^ 

the situation to which Mr. Ross just referred being adjusted and have you g° 
engineers to do your own work up there now, or are we still paying outsiders-

Mr. Drury: I think, Mr. Chairman, that these engineering services are of a 
character, generally speaking, different from those rendered by the Royal Can®' 
dian Engineers. The Royal Canadian Engineers are primarily concerned 'E} 
the construction and maintenance of the highway and bridges, road building, 
and maintenance operations. This item is for civil engineering work done ^ 
connection with the location, design, and supervision of the construction of ®al 
ried quarters.



PUBLIC ACCOUNTS 491

Mr. Fulton : Well, I do not want to start a whole discussion at this stage 
°f the afternoon but I do have the feeling, Mr. Chairman, and I would like to 
address it to Mr. Drury in the forfn of a question, that you must be doing a lot 
°f building of married quarters and you will be doing it for some time—also 
supervision and maintenance of the various buildings which you erect.

It is difficult for me to accept it as necessary that we retain outside engineers 
for that, instead of building up the necessary personnel in our military engineer- 
mg services. I understand that in Great Britain to a very large extent they have 
engineer officers whose job it is to construct, to provide and maintain barracks— 
as part of the permanent engineering services oyer there.

Mr. Drury : Mr. Chairman, we are trying to adjust that, and the employ
ment of outside firms in all these instances represents our failure to achieve as 
rapidly as we would desire a level of supervision commensurate with the increase 
111 the size of the program.

Mr. Fulton: Then you have answered my question. It is part of your 
Present policy to have engineers on that basis—personnel of the R.C.E. to do 
this work?

Mr. Drury : That is correct.
Mr. Macdonnell: Would I be right in thinking that in the past you have 

been hampered in doing anything of that kind because it was not felt that you 
■mould do work which should be done bv private enterprise, so to speak? It is 
my impression, but I want to know whether with things booming as they are now, 
you are finding that handicap removed? If so, I would hope, like Mr. Fulton, 
that you could very rapidly within your own staff take over what they are doing 
now. Arc you finding any handicap of that nature now?

Mr. Drury: We are not.
The Chairman : Gentlemen, it is ten minutes to six.
Mr. Gibson : And we have no quorum.
The Chairman : For the last fifteen minutes perhaps we have not had a 

quorum but I did not see it until now. The meeting stands adjourned until 
Thursday at 11 o’clock.

Mr. Gibson: I just would like to say that I hope we are not stopping the 
Department of National Defence from doing their very necessary work. Their 
}’ery attendance here worries me sometimes and I wish they would give us the 
hook of answers and let it go at that so we would not waste so much of their time.

The Chairman : On the other hand it is most important in the function of 
democracy and for the country that these answers be given.

The committee adjourned.
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APPENDIX “A”
STATEMENT OF SERVICE RENDERED TO OTHER GOVERNMENT 

DEPARTMENTS BY THE RCAF
DEPARTMENT OF MINES AND RESOURCES

Date Airlift From To
4 May 49 3500 lbs Caribou Skins Baker Lake Churchill
4 May 49 8 Men

5000 lbs Equipment
Rockcliffe Frobisher Bay

10 June 49 1 Man
300 lbs Equipment •

Rockcliffe Baker Lake

22 June 49 1 Man Dor va 1 Goose Bay
24 June 49 1 M an Rockcliffe Whitehorse
18 July 49 4 Men Whitehorse Dawson

X-Ray Equipment Dawson Whitehorse
13 Jan 50 2 Men

20.900 ll>s Equipment
Dorval Resolute Bay

26 Jan 50 3 Men
2000 lbs Equipment

Dorval Resolute Bay

26 Jan 50 4 Men
2000 lbs Equipment

Dorval Lake Harbour

27 Feb 50 4000 lbs Meat Goose Bay Cape Dorset
7 July 49 9 Men Goose Bay

Clyde River
Clyde River 
Goose Bay

8 July 49 3 Men
1000 lbs Equipment

Edmonton Cambridge Bay

26 Aug 49 1 Man . Sable Island Halifax
30 Aug 49 3 Men Resolute Bay Cambridge Bay
Aug-Sept 49 270,000 lbs Seven Islands Mecatina
Aug-Sept 49 270.000 lbs Goose Bay Indian House -
10 Jan 50 9 Men Churchill Coral Harbour
25 Jan 50 100 lbs Equipment Dorval Goose Bay
30 Jan 50 5 Cases Eggs

1 Hot Water Tank
1 Box Parts

Dorval Goose Bay

5 Boxes Radio Parts Dorval Resolute Bay
31 Jan 51 1 Box Radio Equipment Dorval Resolute Bay
28 Feb 50 1 Box Engine Parts Dorval Chimo

2 Mar 50 1500 lbs Meat Dorval Goose Bay
13 Mar 50 225 lbs Fire Arms Dorval Goose Bay
16 Mar 50 200 lbs Met Equipment Dorval Goose Bay
18 Mar 50 , 1 Man Dorval Chimo
18 Mar 50 60 lbs Equipment Dorva 1 Chimo
20 Mar 50 2 Men Dorval Chimo
29 Mar 50 800 lbs Fresh Food Dorval Goose Bay
13 Apr 50 350 lbs Fresh Food Dorval Goose Bay
21 Apr 50 5 Drums Oil Churchill Baker Lake
29 Apr 50 2000 lbs Radio Equipment Churchill Coral Harbour

DEPARTMENT OF FISHERIES
13 May 49 1500 lbs Equipment

5 Men
Dorval Goose Bay

13 May 49 4300 lbs Equipment
4 Men

Goose Bay Chimo

25 May 49 1800 lbs Equipment Goose Bay
St. John's

Chimo
12 July 49 Special Flight 

fCanso—4 days)
Sydney

9 Aug 49 500 lbs Equipment
5 Men

Chimo Dorval

DEPARTMENT OF RECONSTRUCTION AND SUPPLY
21 May 49 3 Men Edmonton Yellowknife

DEPARTMENT OF HEALTH AND WELFARE
28 May 49 5 Patients Chimo G nose B ay
15 July 49 Dr. Osbane & family Pangnertung Frobisher Bay
20 July 49 6 Personnel Resolute Bay Coral Harbour
10 Aug 49 2 Personnel Montreal Dorval
12 Aug 49 2 Personnel Dorval Lake Harbour
24 Jan 50 Father Bonin Winnipeg Chatham 

(Paid For)
8 Apr 50 1 Doctor Goose Chimo
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APPENDIX “A”—Concluded

STATEMENT OF SERVICE RENDERED TO OTHER GOVERNMENT 
DEPARTMENTS BY THE RCA F—Concluded

Date

H July 49

DEPARTMENT OF AGRICULTURE
Airlift Prom To

6 Persons Halifax Sable Island
' (G3/2)

NORTHWEST TERRITORIES ADMIN

< Sep 49 4 Personnel
GOO lbs

-1 Dec 49 1 Person
U Feb 50 Copeland Family

800 lbs

Goose Bay
Churchill
Churchill

Chimo

Baker Lake 
Coral Harbour

EXTERNAL AFFAIRS
1 Jan 50 Round the World Flight $7,571.35 from External

RESOURCES AND DEVELOPMENT
3 Mar 50 1000 lbs Barley Vancouver Lonesome Lake

I!
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Contract Number 

P.C. Authority 

Date of Contract 

Nature of Work

CANADIAN COMMERCIAL CORPORATION

Progress Payment No....................................................Page No.................

Date............................................................................................................. 194.

description current previous
CLAIMS

DEDUCT PREVIOUS CLAIMS

AMOUNT DUE

TOTAL 
TO DATE

CERTIFICATE 
OF CONTRACTOR

1. Certified that the supplies 
and materials have been re
ceived and accepted, and are 
for the purposes of the con
tract.

2. That the productive labour 
has been paid for and was 
used exclusively for the pur
pose of the contract.

3. That the overhead items 
have accrued and are a fair 
and reasonable charge to this 
contract.

Signed.

CERTIFICATE 
OF ENGINEER

Certified that all goods here 
in have been received, and all 
services herein have been ren
dered, and that the claim is in 
accordance with the contract

Signed.

CERTIFICATE 
OF TREASURY OFFICIAL

Certified that I have checked 
the labour, material and over
head claimed therein and that 
amount claimed is in accordance 
with contract.

Signed.
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APPENDIX “C”

STATUTORY DECLARATION

!In the matter of a Contract entered

into with His Majesty by.............

............................................................Contract Nnmber...........................
To Wit.—

1, ............................................of the City of......................................... in the
Province of ..............................do solemnly declare:—

1. That I am ...............................................................of...............................
(President, Secretary, Treasurer, a Partner, Etc.)

............................................................................... , the Contractor named in the
contract above mentioned, and as such have personal knowledge of the facts 
hereunder declared.

2. That all the sub-contractors, labour, and accounts for materials whatso
ever entering into the construction of that portion of. the work covered by 
the said contract as set forth in the progress estimate passed last previous to 
the one attached hereto have been duly paid.

3. That the wages paid are in all cases the same as or above those set out in 
the Schedule of Wages attached to and forming part of the said contract.

4, That all amounts owing for Workmen’s Compensation, employees' 
income tax deducted at source, unemployment insurance deducted from wages 
and salaries, vacation with pay allowances and all other charges of whatsoever 
nature due or payable by reason of the performance of that portion of the 
Work covered by the said contract as set forth in the progress estimate passed 
last previous to the one attached hereto, have been duly deducted and/or paid 
according to law.

And I make this solemn declaration conscientiously believing it to be true 
and knowing that it is of the same force and effect as if made under oath and 
by virtue of the Canada Evidence Act.

Declared before me at

County of ......................................................................................
this........................................................................................ day of
............................................ A.D. 19....

A Notary Public
Commissioner for Oaths, etc.

Note 1. Where Contractor is a Corporation or a partnership, declarer’s position 
in the Corporation or partnership .and Company or partnership name 
should be clearly shown in No. 1. Where Contractor is the person 
who makes the declaration, strike out “of” in first line of No. 1.

Note 2. When making a first progress payment the words “passed last previous 
to the one” are to be deleted.
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APPENDIX “D”

COMPLETION REPORT (CONTRACTS)

ARMY WORKS SERVICE

Item No................ Fiscal Year................F.E. No...................C.D. No
Contract Serial No.................................;.................................................
Service .......................................................................................................
Authority, H.Q............................................................................................
Commenced ...............................................................................................
Completed ..............................................................................................
Works Officer ............................................................................................
Foreman of Works or Civilian Inspector ..............................................
Name of Contractor ................................................................................

Original Amount of Contract ........................................ ........................................
Approved Extras ........................................................................................»............

I have inspected the above work and certify that the service has been 
completed and carried out in a thoroughly workmanlike manner, in accord
ance with the approved design, specification and estimate:—

I recommend return of Security Deposit and/or hold back:—
..................................................................................................... Command Engineer

.........................................................................Command

...................................................................................................  Officer Commanding

.........................................................................Command

Date
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XB.—As this form is 
applicable, to any Board 
of Officers or Committee 
°r Court of Inquiry, the 
blank is to be filled in 
accordingly.

The signature of each 
Officer composing the 
Board, etc., should 
appear on the last page 
of this form in the space 
Provided therefor.

APPENDIX “E”
PROCEEDINGS of a*
assembled at...............
on the .....................
by order of.................
for the purpose of ....

PRESIDENT

MEMBERS

The having assembled pursuant to order, proceed to

Finding If Required:—

Signed at

this day of 
19....

(Signature)

(Unit)

PRESIDENT

(Signature)

(Unit)

(Signature)

(Unit)

MEMBERS

Opinion of 
Commanding 
Officer:—
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ORDER OF REFERENCE

Thursday, May 31, 1951.

Ordered,—That the name of Mr. Macdonald (Edmonton East) be substi
tuted for that of Mr. Decore on the said Committee.

Attest.
LEON J. RAYMOND,

Clerk of the House.



MINUTES OF PROCEEDINGS

House of Commons, Room 430, 
Thursday, May 31, 1951.

The Standing Committee on, Public Accounts met at 11:00 o’clock a.m. 
^he Chairman, Mr. L. Philippe Picard, presided.

Members 'present: Messrs. Anderson, Ashbourne, Blue, Boisvert, Browne
John’s West), Campney, Cauchon, Fleming, Fournier (Maisonneuve-Rose- 

^ont), Fraser, Fulford, Fulton, Gibson, Macdonnell (Greenwood), Major, 
^owlan, Picard, Richard (Ottawa East), Riley, Robinson, Sinclair, Stewart 
(Winnipeg North), Thatcher, Wright.

In attendance: Mr. A. Ross, C.M.G., Associate Deputy Minister of National 
defence.

The Chairman informed the Committee of the composition of the sub
committee appointed to deal with a report on uncollectible debts due the 
brown, in conformity with the Resolution adopted on May 24th. In addition 
to the chairman (Mr. Picard) and the vice-chairman (Mr. Croll), the following 
Members : Messrs. Ashbourne, Fleming, Johnston, Macdonnell, Major, Robin- 
Soni Sinclair and Stewart.

On motion of Mr. Campney the said sub-committee was agreed to.

The Chairman, further, explained that only two copies of the said report 
^6re available for circulation. He suggested, and the committee agreed, that 
“etore the sub-committee begin thorough consideration of the report each 
jOetn'ber of the sub-committee should be given an opportunity of running briefly 
,tlrough the report to acquaint himself with its contents.

, The Committee resumed consideration of the public accounts relative to 
16 Department of National Defence for the fiscal year ended March 31, 1950.

The adjourned examination of Mr. Ross was resumed.

, Detailed statements, requested of the witnesses at previous meetings, were 
Ayled by Mr. Ross and ordered to. be printed as appendices to the day’s 
dilutes of proceedings and evidence as follows :

Appendix “A”—Summary of fees for special courses Navy; page N-32 
of Public Accounts.

Appendix “B”—Summary of travelling allowances for personnel ; page 
N-32 of Public Accounts.

Appendix “C”—Details of contracts ; page N-55 of Public Accounts.

. The witness was questioned at length on other items of expenditures of 
/Tonal defence and, with respect to some of these, he was requested to supply 
ttther details at a subsequent meeting. The witness indicated he would under

paide to supply the requested information at the earliest possible date.

87438—li
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The examination of Mr. Drury, who was unavoidably detained elsewhere 
during the present meeting, and of Mr. Ross is postponed, with the under
standing that these witnesses remain at the disposal of the Committee for 
further questioning at a later date in respect of the returns submitted by them 
in the course of their lengthy examination.

After discussion, it was further agreed that the Committee would at the 
next meeting hear officials of the Canadian Commercial Corporation.

At 12:45 o’clock p.m., the Committee adjourned to meet again at 11'00 
o’clock a.m., Tuesday, June 5.

ANTOINE CHASSÉ,
Clerk of the Committee.



MINUTES OF EVIDENCE

House of Commons 

May, 31, 1951.

The Standing Committee on Public Accounts met this day at 11.00 a.m. 
■The Chairman, Mr. L. Philippe Picard, presided.

The Chairman : Gentlemen, before we open the meeting this morning I 
w°uld like to say that I have arranged for a sub-committee to sit on the writing- 
°ff of uncollectable debts.

I have consulted representatives of the other parties and with your approval 
* would suggest the following list: Messrs. Fleming, Macdonnell, Stewart and 
Johnston. And I think it would only be proper that the parliamentary assistant 
}o the Minister of Finance be a member of that sub-committee as well. I refer 
to Mr. Sinclair. Also I would include the chairman and the vice chairman ; and 
t have selected three members who have been most assiduous in their attendance 
at our meetings, Messrs, Major, Robinson, and Ashbourne.

In order to avoid any discrimination I chose from the list the three who 
have been here more often than any others. That would make up a committee of 
ten.

We have only two copies of the voluminous report available. Mr. Stewart 
has seen a copy. There is one copy in the hands of Mr. Macdonnell and another 
one will be delivered today to another member. He will have it this morning.

I must ask those who have these copies in their hands to try to dispose of 
"hem as quickly as possible. We àhall give them a list of names of other members 
to whom they should pass those copies.

The report in question is not yet before the committee and until it is before 
the committee I feel that the members I have indicated should have an opport
unity to read it on a confidential basis. The report is not intended for circulation 
,° members of the House of Commons at this moment. It is merely for the 
information of the members of the sub-committee so that they can take notes. 
‘Wd when we find that all the members of the sub-committee have had a chance 
jo read it, and have had it in their possession, let us say, for a couple of days, 
men we can have a meeting and probably dispose of it quite expeditiously.

There is another matter to which I would like to call the attention of the 
c°tomittee. The fact is that we have very little time at our disposal to complete 
°Ur task for the present session.
, The newspapers, which usually know better than we do what is going to 
jnppen, say that the session might be over by early July or by mid-July at the 
*atest. That would not give us very many sittings.

. I understand there is just a possibility that the consolidated Revenue Act 
"Tl be sent to us.
^ I would remind the committee that we have been considering National 
faience matters during fourteen meetings. So may I ask for the co-operation 

°* the members of the committee so we can expedite this matter as quickly as
Possible.

W We already have a proposal to get representatives of the C.C.C. before us. 
e will want to give them a few meetings and then get through with the
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Consolidated Revenue Act. So I would advise you that the time has come when 
we ought to know exactly what we want to do with the National Defence 
Department officials who are here.

Then the C.C.C. officials will come before us and we shall go over the items 
on which they can give us information as far as National Defence is concerned.

You have the list of contracts for the year 1949-50 which the C.C.C. has 
made. Would it not be possible for members of the committee to prepare m 
.advance, if they have questions they want to ask and if they have anything 
on their minds about any of these contracts?

If the members would give a list to the secretary of the items on which they 
want information, it would expedite matters.

I would imagine that at that late date even if members give three days’ notice 
of the subjects they are interested in the books could not be altered or changed- 
Therefore if we can get a list such as that, the officials of the C.C.C. might be able 
to come here prepared to answer the questions, rather than come here, get the 
questions directed to them, and then have to come back again with the answers, 
let us say, at the next sitting. It would save a lot of time.

I think we should get on with it as quickly as we can. So if the members 
would only indicate in advance what they want from the officials, those official 
could come here right away with all the necessary data and files. You canno 
expect them to come here with all their files on these numerous contracts. But 1 
the members would only say: “I want to know about this”, then the pr°Per 
officials could come equipped with the proper files and we would thereby save a 
lot of time.

Our sittings have been twice a week. And now there is a proposal that w 
have three sittings a week. Some members have objected to it on the groun 
that there are too many other committees sitting at this time. But if the sessio 
should end early in July it would not give us more -than eight or ten -meeting6 
at most. l

So may I -again appeal for the co-operation of the members to try to g 
through with National Defence if we can today, and then get the C.C.C. her or 
us, because we may have the Consolidated Revenue Act coming to us as well-

Mr. Fleming : I think there would be ready disposition on the part of th® 
committee to co-operate in that objective, in view of what you have stated. " 

shall have to accept the fact that we are working against a deadline, not a 
immediate deadline, but a deadline just the same.

There is no doubt that the time we would wish to spend with the witness 
from the C.C.C. may be considerable. However, we shall do the best we can 
May I mention that we have not yet gone back over the material that has bee_ 
brought to us by the witnesses from time to time. There may be some question 
to be asked concerning material which has not yet been the subject of questioning-

We discussed last week the possibility of an extra meeting this week- 
thought it was decided to have one. But we were not able to get it. So I win 
before we finish up with the witnesses from this department, we shall probably 
have to go over that material. There may be some important questions wi 
respect to some of these tables and answers which they have brought in latterly-

The Chairman: Do you want a meeting tonight? We shall have this meC 
ing today and try to get through with what is left here. Do you want an extr 
meeting tonight to dispose of it?

Mr. Fleming: I think the best thing to do would be to let the witnesses 
clean up everything with respect to whatever may arise today. Then whatev 
is not yet ready in the way of answers we might have later. Let us have it a 
complete instead of making two bites at it.

The Chairman : You mean that besides this there are very many answer 
yet -to come?
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Mr. Ross: No. There is a list of legal fees which is going to take some time, 
‘hen a list of damage claims, which is being worked on at the present time. That 
may take a little while. We have schools and education of children. We are 
engaged in the collection of all the figures to ascertain the cost as between 
running our own schools and sending the children to municipal schools on a 
non-resident fee basis. Then we have Washington personnel, the list of which 
® not yet quite finished. We hope it will be finished by the end of this week. 
We have unsatisfied contracts. We are going through the list to find out if there 
^ere any. I might say that generally there are difficulties in all contracts, little 
difficulties and problems to settle. But mostly these are adjusted. However, 
were may be the odd case, and if so I shall bring it to your attention if it was 
not satisfactory.

There is a statement with respect to miscellaneous items which came up on 
Tuesday and is not quite ready, and also a statement with respect to married 
quarters.

The Chairman : In collecting all this information some answers may not 
uo ready for the next normal meeting on Tuesday. In case we do not have all 
we information by then could we not go next week into the C.C.C. right away 
and devote one meeting at a later date to go over these answers? I am offering 
y°u one more meeting to clear this up so that it won’t alter our regular scheme 
of work.

If we can start with the C.C.C., then I would like to see one extra meeting 
j-o carry on with these answers, since you are anxious to get the committee to 
'°°k into some of them. We could have an extra meeting when all the answers 
are in.

Mr. Wright: I think your suggestion is a very reasonable one, Mr. Chair
man. I think we should try to clean this up and get on with the C.C.C. I think 
your idea of having a special meeting to deal with these other answers is good 
because we will have to have those answers before us for a little time before 
wat meeting. But I would suggest that if you call that special meeting it be 
after all the answers are tabled and after we have had a reasonable time to 
oonsider them.

The Chairman: That is what I thought. I thought that would be 
satisfactory.

Mr. Campney: I would like to ask the committee to excuse the deputy min
ister under the following circumstances : Some time ago there was a meeting 
°f the Defence Council called for ten o’clock. This morning it is still in progress 
and it is rather important that the Deputy Minister be present throughout, 
f took the liberty of telling him that I would ask the indulgence of the com
mittee on his behalf, but that if the committee wanted him and insisted on 
jt> then I would telephone to him and he could come over. I think it would 
oe appreciated if he could be excused for this one meeting.

The Chairman : I think that is all right for this morning. But if any 
question arises which some member might want to ask of the deputy minister 
Personally, we could ask him to come over possibly the next time we have a 
sPecial meeting to clean up the remnants of the past.

Earlier in this meeting I neglected to ask the committee to approve the 
sub-eommittee. I should ask you for your approval of the proposal that was 
made to have a committee of ten members appointed, and the personnel of 
fhat committee.

Mr. Campney: I would so move, Mr. Chairman.
The Chairman : You so move. Thank you. It is agreed.
This committee held five meetings in connection with the Auditor-General’s 

r®Port. One of the members asked me when I would bring in a report. I looked 
through the verbatim report of those five meetings, and I found six suggestions
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for recommendations. Four of them deal witth matters which will come up iQ 
the Consolidated Revenue Act. Before we pass on a report I think we should 
wait until we see the Act, and if that Act deals with those four matters, there 
is no need for them to be dealt with by us. So I thought we might wait until 
the Consolidated Revenue Act has been brought in and then we would be left 
with only two suggestions to include in our report.

Mr. Fleming: Can Mr. Sinclair tell us if it is still the intention to bring 
a bill down at this session?

Mr. Sinclair: The last part is now before the cabinet, and I hope that 
it will be here next week.

Mr. Fleming : You mean in the House next week?
Mr. Sinclair: Yes, and referred to this committee. Some of the points 

mentioned are incorporated in the bill. The chairman is right in thinking that 
there would be an over-lapping.

Mr. Fleming: There is no point in having a duplication. There is u° 
immediate urgency about the report on the first five meetings, so let us wait.

The Chairman: I wanted to explain to the committee why it had not been 
done. One member of the committee said to me: Our first five meetings were 
finished a long time ago but there has been no report. I said to him that I 
thought we should wait until the Act was brought down to see if there was ground 
for recommending any changes.

Now, with your permission, we shall go ahead with the work we have for 
today, answers to different questions.

Mr. A. Ross, Associate Deputy Minister, Department of National
Defence, called :

The Chairman : The first one is on page N-28, “Fort St. John—Repairs to 
Peace River Bridge.”

The Witness: A question was asked about the repair of the Peace River 
bridge and the circumstances are as follows:

A routine survey of the bridge carried out in August, 1947, indicated 
that the top of the north tower legs were 19-6 feet out of alignment, 
presumed to be the result of scour action of the water under the toe o 
the pier. This bridge was constructed by the United States Army in the 
summer of 1942.

Dr. P. L. Pratley was engaged as a consultant to determine wha 
action was necessary to stabilize the pier and prevent failure of the bridge 
structure.

Dr. Pratley made a physical examination and it was found that th 
main pier had a vertical crack extending from the base to the top of the 
the pier and that the pier had been undermined approximately 50 per cen 
of its gross area by the scour action of the river.' The pier was eroded 
approximately 8 feet from the bed of the river. , ,

Messrs. Creaghan and Archibald Limited were engaged on negotiate 
contract, cost-plus fixed fee, to carry out the repairs. This firm were the 
only company readily available with experience and equipment to under
take this major operation.

The work included a steel caisson around the base of the pier, the 
jacking up of the pier by hydraulic jacks and pouring a mass of concrete 
both under the pier and around the pier.

It is considered that the work carried out by the contractors, under 
the supervision of Dr. Pratley, saved the bridge from complete des
truction.
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By Mr. Browne:
Q. Were tenders called for that work?—A. Probably not. It was handled 

by the C.C.C. who negotiated a contract with this firm. They were the only 
People available with the experience and the equipment to undertake this type 
°f operation.

The Chairman: The next question is on page N-31, having to do with boats 
acquired by the Royal Canadian Navy in 1949-50.

The Witness: In 1949-50 there were five boats acquired by the Royal 
Canadian Navy as follows:—

One gasoline power Fairmile motor launch completely converted to 
diesel power from Diesel Marine Corporation, Oakville, $19,588.

Two Fairmile motor launches completely converted to diesel power 
training ships for divisions from Marine Industries Limited, $39,900 
each.

Two Bangor diesel minesweepers—(Digby and Granby) from Marine 
Industries Limited, $65,000 each.

That answer is in reply to a question asked by General Pearkes as to how 
many ships were acquired.

it The Chairman: And on page N-31 there was a question asked with respect 
w “Fees for special courses—Navy”.

The Witness: This is a long answer and I suggest Mr. Chairman, that it 
be tabled as an appendix.

The Chairman : The answer will be published as appendix A to today’s
report.

(See appendix A.)
The Chairman : The next one has to do with page N-32 “Details of Grants 

Naval Divisions.”
The Witness:

This is an amount of $17,913, and is part of the item shown in the 
book as $30,243, “Grants to Naval Divisions” for the rental of gymnasium 
and athletic fields on an hourly or daily basis; prizes for seamanship, 
signas, kit inspection and organized athletic competition; cost of recrea
tion of a nature to promote efficiency ; cost- of repairs to articles purchased 
from the grant; cost of repairs to rifle ranges; cost of conducting com
petitions between personnel of the reserves ; cost of rifle practice; cost of 
service books; renovation of furniture supplied to messes at government 
expense (within prescribed limits).

The Chairman : On page N-32 you have an answer covering Inter-office 
communications?

The Witness : The question asked in this case was: how does the expen
diture for the year before compare with 1949-50?

The expenditures for 1948-49 were $2,995.95. The expenditures in 1949-50 
Werc $8,142.04 of which maintenance amounted to $2,993.04, and the balance 
°i $5,209 included new equipment and extensions for National Defence Head
quarters. They covered the minister’s office, the deputy minister’s office, that 
of the chief of the general staff, the director of naval communications, the 
director of naval intelligence, the chief of naval technical stores, and that of 
wie directors of organization and civil defence.
, The Navy handled all office communication services in Ottawa for the 
headquarters. It is all done under naval administration.

These installations do save a lot of time. They facilitate obtaining a quick 
Answer to a question, and enable a reply to be given more quickly. They save 
considerable time and are of assistance to the officials.
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The Chairman : Now the next answer is with respect to a question on page 
N-32 “Travelling allowances for personnel”. That is already tabled?

The Witness: Yes. This is travelling allowances for personnel.
The Chairman : The answer tabled will be appendix B to the proceeding 

for today.
(See appendix B.j
The Chairman : The last one concerns details of contracts.
The Witness: That question was asked by Mr. Fulton. It was: What was 

the nature of the materials, the equipment, the manufacturing service and so on 
purchased by the following persons or firms?

The Chairman : This is quite *a lengthy statement and it will be tabled as 
appendix “C” to today’s proceedings. Now, gentlemen, are there any other 
questions on these, or will we postpone the questioning, as agreed, until a meeting 
is especially called.

Mr. Browne: Are you going to postpone questioning now?
The Chairman: That was the agreement but if there are any particular 

questions you want to ask, Mr. Browne, on that material you can ask them now.
Mr. Browne: I will wait.
The Chairman : Now, coming to the public accounts again. We had 

reached page N-43, allotments : Northwest staging route. We were in process 
of winding that up when we adjourned our last meeting. Are there any further 
questions on this item, at pages N-42 and N-43.

Mr. Fraser: That item goes over to page N-44. There is only one question 
I would like to ask and that is on search and rescue.

The Chairman: That is the next item.
Mr. Fleming: I have just one question. At the top of page N-43 there are 

various items of expenditures on married quarters. Will that return which is 
now being prepared include details of items like these?

The Witness: We are in process of getting out a report on married quarters, 
including services, for 1949-50.

The Chairman : The next item is on page N-44, allotments: search and 
rescue.

Mr. Fraser: On search and rescue, does the department have helicopters, 
as part of its equipment?

The Witness: We have helicopters.
Mr. Fraser: I was wondering if you had any, and where they are located, 

for rescue purposes, but you can leave that to be answered later.
The Witness: I will find the location of our helicopters.
Mr. Wright: Have you the number of searches made during these years?
The Witness': I think that is in the annual report. Yes, here on page 14-^ 

of the annual report. It says “During the year search and rescue aircraft 
took part”—this is all covered in the annual report of the department.

Mr. Wright: If it is covered there you need not read it.
The Witness: It is a comprehensive report.
The Chairman : Any questions on exchequer court awards, page N-44?
The Witness: The explanation is the same as the other services. These 

cases are settled, by the Exchequer Court.
The Chairman: On page N-45; defence research and development.
Mr. Fleming: Under that heading we have comparative statement ^ 

accounts receivable. Are these all receivable from—
The Chairman : Shall we take the first item first?
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Mr. Bbowne: On the first item, are there any details given for that? Do 
any of the following pages cover that in detail or not?

The Witness: It has not been the practice to give information on research 
and development work.

Mr. Nowlan : No information at all.
The Witness: Except as it is contained in the annual report at page 77. 

We give a brief outline there of our research activities: new field research station, 
research activities, defence research board symposium.

By Mr. Browne:
Q. Does Chalk River come under that?—A. No.
Q. Where is that National Defence research board located?—A. It is all 

across the country. We have an experimental station at Suffield, Alberta, and 
we have laboratories at different points throughout Canada.

Q. And in Ottawa?—A. Yes, in Ottawa here. Their functions are closely 
tied in . We try to avoid duplication. Their operations are tied in closely with 
those of the National Research Council and other university research activities.

The Chairman : I think any expenditures on research have to be taken for 
good or for worse, without any information.

By Mr. Wright:
Q. Could the associate deputy minister make any comment on the fact 

that of 1,051 salaried employees only 88 were permanent, and 963 were temp
orary?—A. The same thing applies here 1949-50 was the year in which we were 
building up that organization ; and later you will find that there are a larger 
Dumber of permanents.

Q. It is the policy to make employees permanent as quickly as possible?— 
A. That is correct.

The Chairman : I was about to call the next item, comparative statement 
°f accounts receivable.

By Mr. Fleming:
Q. I take it these accounts receivable are all receivable from government 

departments or agencies, are they not?—A. Mostly.
Q. Are there some accounts that are payable by persons or corporations 

outside the government?—A. If there was a claim, for instance, outstanding 
against an individual, it would be carried as an account receivable. One of the 
'-terns I could mention in that category is rentals from property.

The Chairman : But you have an amount here classified as uncollectible; 
d is not likely that would not be due from a department of government.

The Witness: No.
Mr. Stewart : What is the nature of these uncollectible accounts? For 

instance you show one in connection with army services, W. 0. Smith, $24,794.77. 
That seems to be a large amount remaining uncollectible. Can we have some 
details about that?

The Witness: Actually I understand quite a lot of this is money recoverable 
from provinces for aid to civil power. This will all come under deferred claims 
eventually.

The Chairman : Where are the deferred claims?
The Witness : This is the matter you will have to deal with, those uncollect

ible accounts, in your sub-committee.
Mr. Fleming: Are these all uncollectible to the amount of $1,307,000? Are 

tiiey all included in the accounts proposed to be written off in this proposed 
bill?
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Mr. Sinclair: Some of them are here, but not all.
Mr. Fleming: You are not proposing to write them all off?
Mr. Sinclair: Our report just covers items up to ten years ago; accounts 

uncollectible in the last ten years will not be in the report, but will be here.
The Chairman : You mean the report of uncollectible debts stopped ten 

years ago, and those uncollectible within the last ten years are not in that 
report to be written off?

Mr. Fraser: They will be in here instead ; this includes both types.
Mr. Stewart: What is the nature of this amount?
Mr. Fleming: Could we just clear up this question now? Where are we 

going to find the whole list? We do not want to duplicate here the enquiry that 
the subcommittee is going to make. Is the complete list going to be in the 
report that the subcommittee is going to look at, or in the detail on this page?

Mr. Sinclair: The complete list will not be here. Between March 1949 
and March 1950 there has been an increase in the uncollectible debts, but the 
report we are going to consider in subcommittee does not touch any of the 
uncollectible debts that have risen in the last ten years.

The Witness: Those are items that have been transferred to deferred 
claims.

Mr. Fleming: What we ought to consider now are those debts included 
in this $1,307,000 figure, which have not been transferred to uncollectible 
accounts in the last ten years.

The Chairman: That is right. Could you give us some information on 
that?

The Witness : I can give you some information as to the items written 
off the deferred claims in 1949-1950. I take it that these have been dealt with 
as they came along.

The Chairman : This is the first time we dig into or should I say scrape the 
top of National Defence.

Mr. Campney: Well, there is a note here that we are given similar details W 
the Public Accounts of 1947-48 and 1948-49.

The Witness: No, the difference is not very much.
Mr. Campney: It is on page N-44, apparently they have been brought up 

every year in the public accounts report.
The Chairman: Have you any idea what part of this amount in the report 

we are considering is listed separately as uncollectible debts?
Mr. Sinclair: Whoever has a copy of that report can give the answer 

right now.
The Chairman : The copy is in the process of delivery from my office to Mr. 

Macdonnell’s office.
The Witness: I will get some more information, I will get as complete a 

story as I can, what it represents by years. In those other items you are only 
dealing with up to ten years. These amounts represent accumulations in the 
last ten years.

Mr. Fleming: I do not suppose we want the witness to go into every little 
account.

Mr. Stewart: Mr. Chairman, even though we are sitting at this end of the 
table we are still members of the committee. I am trying to find some details 
of this write-off in connection with W. O. Smith $24,794.77. I would like some 
information on that.
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The Witness: This represents money misappropriated by an officer in 
the office of the senior officer of pay service, Canadian army overseas. The 
defalcation was brought to light during an inspection of the officer’s advance 
account on the 5th of September, 1946. Following this disclosure a court of 
enquiry was convened on the 7th of September, 1946 in the United Kingdom 
to enquire into the loss of funds, and the court of enquiry found that in all 

J Probability the shortage commenced during the period from the 4th of January 
' 1946 to the 23rd of February 1946, and increased after that later date to its

Present amount until it was disclosed by the inspection referred to. Inspections 
°f the ex-officer’s advance account were held monthly as required by financial 
regulations and instructions for the Canadian active service force overseas. 
During the period the shortage was reported to have commenced and increased, 
concealment thereof during such inspection was accomplished by his arranging 
a temporary transfer of funds to his credit sufficient to cover the amount of 
deficiency then prevailing, which funds were returned when the inspection was 
completed. The officer was tried by general court marshal in the United 
Kingdom in October 1946 on the charge of misapplying public property. He was 
found guilty, cashiered and sentenced to be imprisoned without hard labour for 
two years. At the time of this officer’s cashiering from the service his pay account 
reflected a credit of $45 and this, of course, was stopped.

Mr. Browne: Has he served his time.
The Witness : I take it he must have.

By Mr. Stewart:
Q. Has any attempt been made to collect the money since he came out 

of prison?
A. I would like to check up on that.
Q. I have a case in point just now where an employee of the Department 

°f National Defence borrowed a car which he had no right to do and had it 
smashed up pretty thoroughly. He was discharged from the army, served a 
sentence in prison and now he is being asked to pay a part of the damage which 
resulted as a result of his escapade. I wonder if the same procedure was 
followed here in this case, or were no efforts made to collect this amount on 
account of the fact of his already having served his sentence.

The Witness: The case you referred to, which you mentioned to me, 
Mr. Stewart, I looked up, and the man actually stole the vehicle, he was charged 
Mth theft, and he was tried in criminal court. He stole the vehicle. He under
took to pay the debt. I believe the amount now being paid is $5 a month.

Mr. Stewart: Is there a difference between the ordinary soldier and an 
officer? Why was the soldier tried before a criminal court and the officer not?

The Witness: This incident referred to in the public accounts occurred 
Miile on active service overseas, and there is a difference in situation and cir
cumstances. I will look up this case to see if he served his sentence and what 
action was taken to recover the amount.

. The Chairman : In answer to a previous question I might say there that of 
jffie amount of uncollectible debts that is now to be submitted for the considera- 
tlQn of the subcommittee, National Defence has a little over $1 million there, 
aud the difference, $307,000, about, would have been charged to uncollectible 
accounts in the last ten years.

Mr. Sinclair: It is a little more than that. Not just the last ten years, but 
uebts earlier than the last ten years which the select committee still thought 
^ight be collectible.

Mr. Fleming: Oh yes, that had not been written off as uncollectible or at 
least transferred to uncollectible accounts. I think we should ask the witness
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when he is dealing with that to indicate in general the procedure followed with 
reference to collections and outline the principles followed in transferring un
collectible accounts to the uncollectible category.

The Witness: Well, generally speaking that is where you reach a stone 
wall; these things are transferred to deferred claims when there is no chance of 
collecting them.

By Mr. Fleming:
Q. Do you do that short of suing?—A. We do it with suit if it is possible. 

If there is any evidence of any estate at all we would certainly try to collect.
Q. There must be more to it than that. Do you sue in all cases or do you 

write-off, as uncollectible, accounts short of suing for them. If so, what is the 
procedure followed to satisfied yourself that they are uncollectible?—A. Well, it 
depends on the circumstances. If a debtor was killed and he had no estate there 
would be no object in trying to collect, and so there would be no suit.

Q. What kind of a search do you make to satisfy yourselves that that is a 
fact?—A. The proof of the evidence would show the man was not available, or 
they would make enquiries as to his estate through various channels; if he is a 
private citizen we would endeavour to find out through some of the financial 
agencies like Dun and Bradstreet, or make enquiries locally.

Mr. Sinclair: This question of course crosses right into the heart of this 
report. Although the actual consideration of the items of account is going to 
be done by a subcommittee I think the whole committee will be interested in 
the general principles of write-offs. In the early part of the report there is 
indication of the fact that there are various types of collection methods used 
from department to department and a suggestion is made to have a uniform 
system of collection instituted. After the subcommittee has looked at the 
items we can look at it better and then study the main report, because in the 
Consolidated Revenue and Audit Act they are intending to make a provision 
there as far as small debts are concerned, they still intend to leave major un
collectible accounts to this committee but it is proposed to make provisions for 
writing off items like 75 cents and one dollar, items which should not clutter up 
the books for years on end. So I suggest we can postpone this with advantage 
until we have this report and perhaps have the bill, and then we can call in 
different departments or the Comptroller of the Treasury with regard to the 
actual policy with respect to collection, and how they transfer the amounts from 
active to inactive accounts.

The Witness: We have to get treasury approval for every transfer to 
deferred claims and we have to give a satisfactory explanation and report in 
each case, and notwithstanding that we are supposed to review each case every 
year to see if there is any opportunity to collect, or change in circumstances that 
would enable us to collect.

Mr. Fleming: Is the whole report being referred to the committee so 
that the committee would have an opportunity of reviewing these procedures 
as well, or just the bare items of debt?

The Chairman: The suggestion was just made by Mr. Sinclair that, after 
the subcommittee has considered the details of the report and has returned 
its own report to the committee then might be the time to consider here the 
general principles of write-offs without going into the details of each account- 
There would not be any purpose of sending this to a subcommittee if we were 
going to consider here every small item of $3 or $5 included in this report- 
There would be no purpose of having every debt dealt with here, in fact there 
would be no chance of doing it without increasing our hours of sitting, but 
the general procedure could be discussed at that time when the subcommittee 
brings in its report.
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Mr. Fleming: I do not know whether we are on the same point. Is that 
whole report of the departmental committee being referred to the subcommittee 
so that the subcommittee has an opportunity to review the principles that are 
being followed with respect to write-offs or is it just an enumeration of indi
vidual debts.

The Chairman : The subcommittee will do both. There are only three 
wpies of this report, two of which are available to the members. One copy 
I sent to Mr. Macdonnell’s office last night; it was not delivered but it will be 
in Mr. Macdonnell’s office today. The other copy will be circulated so that 
the members of the subcommittee will have had the report in their hands for a 
day or two to look into it and then when the subcommittee sits the members 
will have taken notes on the items they want information about and they 
°an call for this information as we go ahead.

Mr. Sinclair: The minister told me that the Comptroller of the Treasury 
or any of the members of the civil service committee who worked on that will 
be available to come before the subcommittee at any time.

The Chairman : When the subcommittee meets, departmental officials who 
drafted the reports will be available to come before it so that they can give 

explanations as to why they classified these amounts as uncollectible or 
why they refused to do so. The subcommittee will have in attendance these 
People in addition to the Comptroller of the Treasury. This procedure is 
adopted to save time for the main committee. It is a lengthy report to deal 
with and that is why it has been referred to the subcommittee.

Mr. Fleming: I am concerned that the subcommittee will have full 
opportunity to review the basis of write-off and the procedure followed, and 
all for saving time.

The Chairman: That is why the report is going to the subcommittee, and 
the departmental officials who have drafted it will be at our disposal, in 
addition to the Comptroller of the Treasury.

Shall we pass on to open accounts on page N-45. Are there any questions?
Mr. Browne: Page N-46, Mr. Chairman. There is another vote there for 

defence research board, extramural research grants. Are there any regulations 
governing the Minister of Finance and the Minister of National Defence in 
distributing these scholarships?

The Witness: It is all explained on page N-47.
Mr. Browne: I have read that but it does not give a very full explanation. 

Are there any regulations governing that? How is it done? Are they 
advertised publicly and so forth?

The Chairman : This item can be found on page N-46 under the letter “I” 
and the explanation can be found on page 47 under the same letter “I”.

Mr. Browne: There was $763,000 spent on that item last year on the 
recommendation of the minister.

Mr. Campney: Are not these grants made to universities.
The Witness: No, they are for scholarships. I would like to get some 

naore information on that point.
Mr. Fulton : This item at the top of page N-46—national defence relief 

Vouchers and other items—Might not consideration be given to the question 
as to whether there could be a write-off of some of these debts. I see no 
explanation on page N-47.

The Chairman : We are through with that. We are now on letter “I”.
Mr. Browne: In connection with that extramural research I would like to 

know how it is distributed in the different provinces.
The Chairman : We will get a report for the next meeting.
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Now, then, since there are many questions coming on this suppose we start 
on page N-46 at the letter “A”.

By Mr. Fleming:
Q. On “A”. What efforts are being made to recover these loans? Appar

ently they have been outstanding since wartime.—A. I will have to get some 
more information on this before I can answer.

Q. There are four items under “A”. In the case of Australia you have a 
credit shown now.—A. I believe those are just current balances which are open 
accounts subject to adjustment in the following year.

Q. In other words they are still providing services or issuing stores?— 
A. No. There will be adjustments.

The Chairman: Gentlemen, we cannot hear the witness.
The Witness: Claims between the countries are still being received from 

the war period.
Mr. Fleming: It is a continuing process?
The Witness: Yes, it is a continuing balance here.
The Chairman: Item “B”.
Item “C”.
Mr. Thatcher: Mr. Chairman, I would like a little further explanation on 

“C”. Is that for relief vouchers from the depression days which are still out
standing? Why could they not be cleared up?

The Witness: Relief vouchers issued to persons formerly enrolled in relief 
camps under the Department of National Defence.

Mr. Thatcher: You mean you cannot find the people owing these?
The Witness: The people got the vouchers but never presented them for 

payment.
Mr. Fulton : I understand this is one of the matters that is being referred 

to the subcommittee.
Mr. Sinclair: That is a credit.
The Witness: These are vouchers outstanding for which a credit remains 

on the books to meet them.
Mr. Fleming: You have the same sort of thing in letter “Z”, cheques which 

are not cashed are turned over to suspense account.
Mr. Fulton: Would they not be barred now? What would they be in the 

form of? A cheque or something of that sort?
The Witness: “Z” would cover cheques drawn on open account.
Mr. Fulton: They would be credit vouchers?
The Witness: Yes.
Mr. Fulton: I was wondering whether it would not be proper to consider 

them as dead because of the operation of the Ordinary Statute of Limitation.
Mr. Campney: It does not apply to the Crown, does it?
The Chairman: There goes the noon day gun. That is better than the 

gavel.
Mr. Richard (Ottawa East) : That is a good one. That must have been 

loaded.
The Chairman: The witness just stated that this was more or less- a matter 

of departmental or government policy. Then there is the other answer from the 
parliamentary assistant that the Statute of Limitations does apply to the Crown.

Mr. Fleming: It does not apply against the Crown, Mr. Chairman.
The Chairman: This would be in favour of it.
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Mr. Fulton : Is there any way of eliminating them year after year after 
year? Do we have to go on carrying these things year after year until these 
People present their vouchers?

The Witness: I take it that it would be up to parliament to write off an 
obligation on the country, in the case of a cheque issued by the government. It 
18 the equivalent to the government’s dollars and cents.

The Chairman : Anyway, the amount is $1,148. So may we pass on? I do 
j*at think it would change the balance sheet of the country very much. Are 
®ere any other questions on D, E, and F?

Mr. Thatcher: On F, is the same procedure followed here with respect to 
prisoners who may be taken in Korea, such as were taken in the last wrar? 

1 am projecting perhaps a little.
The Chairman : We are used to it by now, Mr. Thatcher.
The Witness: International law governs. The Geneva convention governs 

he method by which money would be accumulated1 on behalf of prisoners.
Mr. Thatcher : You are doing the same thing now?
The Witness: Yes.
Mr. Sinclair: Red China does not subscribe to the Geneva Convention.
The Witness: We are speaking of North Korea, presumably. I do not know 

"hat the situation is.
a Mr. Sinclair: I do not think any of them subscribe to the Geneva
Convention.

The Chairman: Items G, H, I, J, K, L, M, N, O, P, and1 Q.
Mr. Fraser: On Q, that would be money provided by contracts on tenders? 
The Witness: That is right.

, The Chairman : Now we come to item R, “Insurance, pensions and guaran- 
accounts.”
Mr. Thatcher: Referring to item F, I wonder if Mr. Ross could state 

aether the government is making any effort to get in touch with any prisoners 
ç war taken in Korea today? Do you work* through the International Red

^ The Witness: External Affairs are concerned with that sort of inquiry. 
tley are the department who do these things. They consult- the other countries 
adeemed. We would be governed by whatever was the plan of the United 

étions.
Mr. Thatcher: There have been Canadian prisoners taken in Korea?
Mr. Sinclair: Oh yes.
Mr. Thatcher: How do we get in touch with them?
Mr. Sinclair: We do not.
Mr. Thatcher: How do we find out? Does the International Red Cross 

^ 'a touch with them?
The Witness: As far as they are permitted.

th, ^r- Sinclair: Red China does not belong to the Geneva Convention and 
r do not report prisoners. The only way they report prisoners is via the Red 

l0) to encourage people to listen to it, hoping that they will get the names 
aily relatives.

The Witness: I agree that China may not be a party to it.
, Mr. Thatcher: Is your department, or is the External Affairs Department 

aMng some effort to find out who have been taken prisoners?
87438—2



514 STANDING COMMITTEE

The Chairman : Evidently it might be hard to arrange for an appointai® 
with Mr. Mao to discuss the question at length. , &

Mr. Thatcher: I presume so. But I suppose the government is making 
some endeavour to find out.

The Witness: I shall endeavour to find out for you.
The Chairman: You do not want to refer again to the Saskatchewan P°ffer 

Commission, do you, Mr. Thatcher?
Mr. Thatcher: It is paid up in full, so why should we refer to it?
The Chairman: There was still $9,294.29 outstanding as at March 31,

We now reach insurance, pensions and guaranteed accounts, item R?
Mr. Nowlan: Is that on an actuarial basis, or how is it set up?
The Witness: No, it is not on an actuarial basis. I
Mr. Gibson : How about item S? Will there be an amount of $75 millioD- 
Mr. Thatcher: If we have a budget surplus? .1
The Witness: The retirement fund is not subscribed to by the governnie®

It is a statutory vote. But to the permanent service pension fund we contrib 
l\ of the amount subscribed by the service personnel. -

Mr. Browne: I notice that there is interest amounting to $450,000 odd un «r 
item S.

The Chairman: Where is that? ^
Mr. Browne: Interest, $450,689.58. What was that interest on? It muS 

be a large fund?
The Witness: There were contributions made by personnel, and contri 

tions made by the government.
Mr. Brow'ne: During 1949-50? ,
The Witness: And the interest would be accumulated interest credited 

the Department of Finance on the moneys invested or held.
Mr. Browne: Do you know what the accumulation is now, or what it ^ 

at that date?
Mr. Sinclair: Current paytnents.
The Witness: The total is down below. The total is $45 million. It is sh°fl 

immediately below.
Mr. Browne: I see.
The Witness: Balance accrued, $45,342,956.92.
Mr. Gibson : What interest rate does the pension fund pay?
Mr. Sinclair: By statute the current rate which the government pa>’J „0 

outstanding obligations is set. They pay $1.02 million on $45 million odd, 6 
that is a little under 3 per cent.

The Chairman: Shall we go on to the next item, “Deferred- credits’’, ^.g 
T? Sundry expense accounts? Item U; V; W; N; Y; Z; and ZA? Now, is 
cleared up? y.

The next item includes the following five pages making up a list of e . , 
ployees receiving salaries at annual rates of $3.000 or over and travelling expeDs 
of $500 or over. j [

Mr. Sinclair: Mr. Chairman, before we start, I would like to say that ^ 
to 1939 the public accounts contained the salaries and travelling expenses 
everybody employed by the Crown. As a consequence the report was so bu 
and so bogged down with unimportant details that it was difficult for mem 
to find the things they wanted.

—
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Soin 1939 the amount was raised, and only salaries over $2,400 and travel
og expenses over $300 were to be shown. That resulted in the report being cut 
almost in half.

In 1947, however, the public accounts committee recommended that the 
salary list be raised to $3,000. There had been a raise in the civil service; and 
me scale of travelling expenses was raised to $500.

As you know, this spring we gave a 10 per cent raise to civil servants. 
So throughout the report we are going to get back to almost where we were ten 
years ago, as far as the list of salaries is concerned.

For example, on the first page here, under the heading “General Service” 
there are 74 receiving between $3,000 and $3,600. But when we apply the 10 per 
cent increase to those below $3,000, we are going to have about 4/5ths of the 
detailed general service made up of those in receipt of this small salary.

So the Comptroller of the Treasury made the suggestion that it would be 
ln the line of previous practice if we should recommend that henceforth travelling 
cxPenses be left at $500, but only salaries over $3,600 be shown in the details 
°f the public accounts.
, Mr. Browne: Why not show $3,300 salaries if you are talking about the 
10 per cent raise?

Mr. Richard (Ottawa East) : You would be falling into the class of ordinary 
clerks if you went below $3,600, I mean head clerks and ordinary clerks.

Mr. Sinclair: You would know from their number of years in the service 
}vl'at their salary was anyhow. $3,600 is regarded as being appropriate today, 
lUst as $3,000 was three or four years ago, and $2,400 ten years ago.

Mr. Robinson : What grade .is the civil servant who gets $3,600?
Mr. Sinclair: A recommendation might come from this committee. This is 

me first time we have come across it and I might say that this is not the 
"’°rst department to see it in; but I do not think it is of interest to the public to 
uuow that G. S. Dunn, gets a salary of $3,480 per year, for example.

The Chairman : Probably 85 per cent if not 100 per cent of these people are 
‘Tpointed by the civil service commission anyway ; so whether they get $3,600 or 
jpOOO or $5,000, is of little Interest. I think personnally that salaries above 
r°iOOO would be the interesting things to know, because they would be men 
]u more responsible positions, while today we are paying $3,300 and $3,600 to 
Principal clerks, and to head c'lcrks in a department.

Mr. Fleming: There is another aspect of it which may be more important 
°r more interesting to this committee, and that is the question of travelling 
expenses. A mere list of salaries is, I think; of limited interest to the com
mittee. W ou Id the fact that some employees receive travelling expenses over 
*500 have a bearing on this list? Is it only a list of persons receiving $3,000 
ur over? Are the travelling expenses shown only in the case where they amount 
m $500 or over, even though the person’s salary be less than $3,000 What I 
'Uean is, if an employee received travelling expenses of over $500, would he 
frill have to receive a salary of $3,000 or over before his name would appear 
here?

The Chairman : Page N-50.
Mr. Sinclair: There are junior employees whose job requires them to travel 

more than $500 worth in a year I am thinking of the middle of page N-40 for 
Sample.

Mr. Nowlan: I think we should have a list of all employees receiving more 
man $3,600.

Mr. Sinclair: The great criticism is that there is so much of these unim
portant details that members cannot find the things they are after. So there- 
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was a suggestion made in 1939 to cut down the volume to a size which would 
allow for better control. I see three pages of lists here and I doubt very much 
if one M.P. in two hundred has ever read that list or cares to.

The Chairman : I think the idea of keeping a list of travelling expenses 
is correct, but I do not think salaries should be listed below $5,000.

Mr. Fulton: Let us not be too sweeping right off the bat.
Mr. Sinclair: I put forward my idea so that when we come to draw up 

a report the members can think it over. The Comptroller General does no 
suggest any change in the travelling expenses allowance, or even with respect 
to these junior employees who get more than $500 in travelling expenses. Bu 
he does suggest that the $3,000 limit be raised.

Mr. Weight: In this account of salaries and travelling expenses, there 
only one employee getting more travelling expenses than he does salary. I* 15 
M. Andrews. Is there some explanation for that? It is on page N-49, in the 
first column.

The Chairman: It is on page N-49 around the middle of t'he first column.
The Witness: He must be on the inspection service travelling around to 

plants.
Mr. Wright: Is there only one inspector who has that job? That seems 

to be the only case where the travelling expenses appear to be greater than 
the salary, or are there any other cases where the two items are close to °ne 
another in amount?

Mr. Sinclair: Yes, I see the name of Downey, Marshall, and McCarthy-
Mr. Fleming : I think we want a better answer than “he must be on the 

inspection”.
The Chairman : I agree with you.
Mr. Fleming: I was going to suggest that there are some of them of greate> 

importance. We realize that some employees of the department are probably 
travelling a great deal of the time. But I think we should have more 
information. I do not want to put names on the record, but I see on page Np» 
in the first column there is one name mentioned ,who is in receipt of travelling 
expenses amounting to $3,300.88; another one in receipt of travelling expense» 
amounting to $2,066.69 ; and then there is one in the second column in receipt o 
travelling expenses amounting to $2,756.68; and another one amounting *° 
$2,118.15; and on page N-50 I see one at the top of the second column wdio is 
receipt of travelling expenses amounting to $3,404, and finally a name in the fir3 
column on page N-50 who is in receipt of travelling expenses amounting L° 
$2,442.95.

The Chairman: I do not want to take away from you the pleasure o 
reading the list, Mr. Fleming, but could you not ask for the details of al 
these men in general, and avoid giving the amounts?

Mr. Fleming: Very well, let us say $2,000.
The Chairman : You might ask: What is their category, and why a,c 

they getting $2,000 in travelling expenses.
The Witness : The chief auditor’s staff and the inspection tsaff are on the 

road all the time.
Mr. Thatcher: I find it hard to understand why the top five or six men 

in the department do not appear to receive any travelling expenses. Do they 
always travel by R.C.A.F. planes?

Mr. Fleming: They get less than $500 travelling expenses in each case> 
probably.

Mr. Thatcher: Would that be the answer?
The Witness: No. They travel on railway passes.
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t:

Mr. Thatcher : What about Mr. Drury, Mr. Mills, and yourself?
The Witness: We have passes the same as the members, on the railways. 
Mr. Fulton : Is there not -something very misleading in the salary shown as 

Payable to General Worthington? I understood the minister to say that General 
Worthington received a pension and that he did not get the full salary rate 
whioh would otherwise be payable to him. But -here he is shown with his 
salary, getting or receiving so much.

The Witness: He either gets $10,000 in one sum from the department, or he 
draws a pension from pension fund and the balance from the department. The 
general policy is to waive the pension while he is so employed.

Mr. Fulton: I thought it was the other way around.
The Witness: His pension lies dormant while he is employed.
Mr. Thatcher: We have Mr. Drury, Mr. Ross, and Mr. Matthews, who 

^re the top men in the department, as well as Mr. Mills, yet they have no 
Ravelling expenses other than railroad passes?
^ The Witness: Below $500? I have not done any travelling to speak of at

Mr. Thatcher: Would the deputy minister not have occasion to travel 
across the country?

The Witness: He might, but in an R.C.A.F. plane, -let us say, if there 
"’as a trip to Churchill. When the Defence Board moves from place to place, 
"’e make use of one of their planes in transit.

Mr. Thatcher: If you wanted to examine the Churchill base, would you 
lake a special plane?

The Witness : It would not be listed here; it would not be listed as a 
travelling expense.

Mr. Sinclair: You would wait until the next routine flight went in there? 
The Witness: It is not $500.
Mr. Thatcher: Not $500?
Mr. Sinclair : It is a very economical government ! Are you disappointed 

that they have not got large travelling expenses?
Mr. Thatcher: I think it is strange.

Y The Witness : I have not spent $500 in travelling expenses in that year. 
r°u keep us too busy answering your questions.
,, Mr. Thatcher: I think it is strange. This is one case that I find strange : 
hat there are not travelling expenses, in view of the increase in military 

®eryice, and the fact that none of our deputy ministers is doing any travelling 
0 mspect what is being done. That looks like false economy to me.

The Chairman: Do you advocate that they should have higher travelling 
exPenses?

Mr. Thatcher : I think they should be going around the country to see 
"'hat we are doing in the way of defence.
n Mr. Wright: Maybe some of the other expenses would be cut down if 
they did.

Mr. Major: Can you work and travel at the same time?
Mr. Thatcher: That is a ridiculous question.
The Chairman : Would you mind withdrawing that word, kindly?
Mr. Thatcher: Very well, Mr. Chairman.
The Chairman : Thank you. Are we satisfied with this?



518 STANDING COMMITTEE

Mr. Robinson : There appears to be a wide divergence between the salarie» 
paid to the assistant deputy and to the special adviser to the minister. What is 
the statutory or other authority on which special payments are based?

The Witness: You are referring to Admiral Stephens and to Genera 
Worthington. They were brought in for special purposes. Admiral Stephens, 
as you may know, is an ex-naval engineer.

Mr. Robinson: I was wondering about what authority there was for making 
those payments.

The Witness : It would be an Order in Council authority.
Mr. Robinson: And what about the assistant deputy minister?
The Witness: That is a civil service commission appointment.
Mr. Sinclair: His salary has been increased since this time.
Mr. Fulton: What are the responsibilities of Admiral Stephens?
The Witness: Labour relations is one of his main duties, and a ver\ 

important one in running the dockyards.
Mr. Fulton: His main work has to do with personnel?
The Witness: Yes.
Mr. Fulton: What are his qualifications in that regard?
The Witness: He is a Rear Admiral engineer, which means that he was in 

charge of engineering work at a dockyard. He is fully familiar with that type 
of work. He is not only familiar with that type of work but he is familiar a» 
well with the necessity of having good relations with labour.

Mr. Fulton: As a special adviser he would advise the minister in connection 
with defence installations in just dockyards?

The Witness: For anything the minister wanted he would certainly use 
his experience and advice.

The Chairman: Now are there any further questions on the job list?
Mr. Fleming: The report which Mr. Ross will bring in will include the i*61® 

on page N-50 marked “Living allowance, annual rate”, at the end of the firs 
column at the top of the page in connection with the name of Simson?

The Witness: Yes. This happens to be an officer who was stationed i® 
Paris. He was in charge of all engineering arrangements and road maintenant 
at Vimy Ridge and at the memorials over on the continent. But I shall ge 
that information for you.

Mr. Fleming: In his case it would appear that the travelling allowance 
was on a fixed annual basis?

The Witness: No, they include both.
Mr. Fleming: You mean included in his living allowance?
The Witness: No. There is in this figure both travelling and living-
Mr. Fleming: You will get us a break-down of it?
The Witness: Yes, I shall produce the figures.
Mr. Fleming: Is it not on the basis of the actual expenditure on living 

and on travelling, or is there any fixed allowance for either purpose?
The Witness: I shall give it to you when I bring in the other answers.
The Chairman: We are reaching page N-55, the list of suppliers receiving 

$10,000 or over from this department. ,
Now, I think this would fall more under the C.C.C. The list alrea i 

selected by Mr. Fulton is being the object today of an answer; it has bee 
tabled and will be published.

Did you have a question Mr. Browne?
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Mr. Browne: Yes, on that Bell Telephone account in there for $396,863.22.
The Chairman: Which one is that?

j . Mr. Browne: The Bell Telephone Company, it is nearly down at the 
bottom of the page, about the tenth line from the bottom. What is that for?

The AVitness: That would be bills for long distance calls, installation of 
: s'vltchboards, maintenance of lines.
Jj Q- This was in 1949-50. That seems to be a large amount for a non-war 

year.—A. This is for service supplied right across Canada.
Q. Do you know what the amount was in 1948-49?—A. No, I have not got 

me figures here.
Q. How does it compare with 1948-49?—A. You want the figures for the 

P^vious year on that? I will get them.
.The Chairman: I think we might have a word on the suggestion of post- 

P°ning dealing with these until we have the C.C.C. before us because all these 
a®ounts have been spent through them.

Mr. Browne: All the amounts including the Bell Telephone Company?
The AVitness: I will answer that.

,, The Chairman: The answer was given already on the Bell Telephone 
Company, but if you want it in detail they will get it in detail, but it is up 
0 the committee. If there are any questions you feel, or the witness feels he 

Can answer and wants to answer as far as his own information or knowledge 
Î5 concerned, there is no objection to asking them, but most of these items here 
Tdo not say 100 per cent, but at least 80 per cent come under the C.C.C.

The AVitness: I would like to say this, Mr. Chairman, take the Bell Tele
phone account—that file may consist of bills as high as that.

By Mr. Browne:
, Q. Is there any summary made of that?—A. No, the bills are paid and 
"ere is a summary in total, which is here.

Q. But you yourself gave twro or three items which you said might be 
deluded such as long distance telephone calls, and it seems to me that if this 
jl a normal expenditure in a normal year we certainly are going to go up into 
p1e millions this year.—A. AVhen I said about the bills for the Bell Telephone 
irj’mpany, I had looked at one item there, I think it was Johnson in Vancouver. 
Here are three files about this thick in connection with that.

Q. Is that Bell Telephone?—A. No, I am speaking of another case. To go 
through these in detail would mean going through hundreds of thousands of 
Hcuments.
,. Q. The telephone business seems to be a comparatively simple public utility 
jjjte water, gas or electricity and you would think there would not be much 
difficulty in securing the details.—A. Yes, but it is right across the country.

is a large item for our department. You have twenty-two naval divisions, 
Hu have command camps and so forth.

Q. The Bell Telephone Company is not across Canada.—A. No.
Mr. Sinclair: You pay these bills locally, do you not?
The AATtness: A\re pay them locally.
Mr. Browne: There are other telephone companies in Canada.
The Chairman : May I suggest this is not a very competitive business. Their 

rates are fixed long in advance subject to review by boards throughout Canada, 
Public service boards. Of course we may discuss your question on the advis- 
Hility of making this or that long distance call but the bills in general wmuld be
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hard to check. These companies regulated in their charges for service so there 
cannot be any suspicion that there is something wrong in this figure or that, 
because their rates are fixed.

Mr. Browne: We had the matter up last year when we asked who was to 
advise when a long distance call was to be made.

The Chairman: That is to be left to the discretion of the people who are 
responsible. They are reminded by memoranda, copies of which have been 
submitted to the committee, of the necessity for enconomy. I think it would 
be very hard for the committee to go through that and have the department make 
a check on each little item except the local check that is made each time a bill 
comes in.

Mr. Browne: Well I will reduce that question to a comparison with the 
previous year, the total amount paid out for similar service in the previous Yeal-

Mr. Fulton : Mr. Chairman, before we leave this, I have an inquiry to make 
about the Canadian Commercial Corporation—as to the amount of $1,740,323.0-) 
on page N-56, which is shown to have been paid to the Canadian Commercé 
Corporation. Why should that amount be paid to the Canadian Commercia 
Corporation. I thought they "merely acted as an agent for you in placing con
tracts and that you made all payments direct to the contractor. Could you tell 
us what sort of service this payment to the C.C.C. would be for?

The Witness: I would like to table a reply to that. I will get it later.
Mr. Chairman: I think the witness could explain to the committee in a few 

words about the ’phone calls. When these ’phone calls are made I understand 
there is a form that the party making the call must fill out each time he makes 
a long distance call and he must specify on that form what is the reason for the 
call and other pertinent information. I think the witness could say a few words 
that would cover that.

The Witness: As I explained before, the making of a long distance call is 
limited to senior officials.

Mr. Stewart : Of what rank?
The Witness: A colonel or above, or director of a branch. Every long dis

tance ’phone call that is made is recorded and when the bill is received it has to 
be sent back to the official who made the call.

The Chairman: Excuse me. When you say it is recorded, that means the 
man fills out a special form or a little slip of paper each time he makes a ’phone 
call.

The Witness: They have not quite the same system in force in the three 
services. My secretary keeps a note of all calls and it is the same thing in every 
department so that when they get the bill they go back to these records to see 
that they have made the call and in most cases the time is kept, and when the 
bills arc received they are traced back to these records and certified that the cal 
was necessarv. In other words each individual has to show the reason why the 
call was made. Now when we get the bills at the deputy minister’s office we 
make a point of going through the bills and taking out items that appear to be 
large and refer these back to the three services who in turn take the matter up 
with the officials and in most cases where we have had occasion to criticize a large 
bill there has been good reason for it. The situation is watched very closely> 
with the exception of the human element which is bound to creep in occasionally 
we do keep fairly good control over long distance calls.

By Mr. Thatcher:
Q. There is one expenditure I would like to ask the associate deputy 

minister about. Would you explain the item of $71,746 paid to the R.C.M.P?"' 
A. That is for arrest of personnel, deserters. That is about the principal it*01 
in that.
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Q. You mean you have to pay out this amount for that?—A. We pay their 
out of pocket expenses. They would not have funds to do it.

Q. Do they do any sort of intelligence work for your department?—A. They 
do some intelligence work.

Q. Would that be included in that figure?—A. Not necessarily, but if they 
had to expend moneys they would probably require us to put up the funds.

The Chairman : Where do you find that?
Mr. Thatcher: That is on page N-56. It is about half way down the page 

"—Royal Canadian Mounted Police, $71,746.02.
Mr. Fulton : That is covered in a question I asked, and I believe the answer 

is tabled already.
Mr. Thatcher: Mr. Ross, your department has no specific intelligence 

department aside from the IX R.C.M.P.?
The Witness: Yes, we have our own intelligence department. The three 

services definitely have their own intelligence departments. That is the way 
we keep track of what is going on, and that is the reason why we have military 
attaches, to pick up information which is all co-ordinated, discussed and reviewed.

Q. What about counter espionage work within Canada. Do they do any 
work on that?—A. In conjunction writh the other police authorities.

Q. How many men are involved in that, or would1 that be security?—A. I 
Would prefer not to answer.

By Mr. Fleming:
Q. Just a question about the general nature of these items. These amounts 

°n pages N-55 to 65 are, I gather from the heading, simply payments for supplies 
rather than for services, although I note on page N-60 that a payment was made 
to Main & Rensaa, of Edmonton, to the amount of $10,784.75 and I recall that 
°n page 24 they were paid for services as consultants re permanent married 
quarters. Could we have an explanation of just what these payments cover.— 
A. These are payments to contractors on contracts. This covers services. These 
Payments listed here include amounts paid out for services.

Q. Services are included?
Mr. Fulton: The heading says “suppliers”.
The Witness: Supplies and services.
Mr. Fleming: The heading is rather misleading. These are called suppliers 

receiving $10,000 or over from this department. Now do you include services 
ln here? On page N-24 we have a note of a payment made to James Adam in 
the amount of $55,000, and another of $37,500 for services as a consultant archi
tect, but there is no reference to a payment to James Adam on page N-55.

Mr. Fulton : Is that not explained1 by your note, Mr. Ross, payments to 
certain contractors?

The Witness: I am informed in preparing these documents for public 
accounts they did not include these people in this list here because it is given in 
detail elsewhere.

Mr. Fleming: But this heading, then, is not accurate when it suggests that 
this is a list simply of suppliers of goods. There are payments here which are 
not made to suppliers. I take it that suppliers mean suppliers of personal services 
as well as of goods.

The Witness: 'Other than as shown in detail on the pages before.
Mr. Fleming: On that point Mr. Chairman, I think before wre leave this 

question of payment of fees I would: like to have a comprehensive statement from 
Mr. Ross, if you will prepare it, on payments made to architects or to consulting 
engineers or those who are commonly called owners agents, during the year 
Under examination.
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Mr. Fulton: I think if you will excuse me I asked Mr. Drury a very similar 
question sometime ago, and an answer has been tabled, and it covers exactly the 
points Mr. Fleming is asking about. Mr. Ross will find a good deal of the 
information already in the record.

The Chairman : I think we have had an answer supplied partly if not in 
whole to Mr. Fleming’s question. There has been an appendix filed covering fees 
paid to engineers and architects.

Mr. Fulton : I asked him to show in connection with barrack construction 
in this year’s public accounts what money was paid for architects and engineers 
fees in connection with those projects, so it may cover most of Mr. Fleming's 
question.

The ( hairman : We will ask the witness did you or did1 you not up to now 
produce this, architects fees and so on.

The Witness: No, I have not. Mr. Drury did.
The Chairman: Is it produced?
Mr. Fleming: My question applies to construction work in general carried 

out by the department. It may be that the answer brought in by Mr. Drury in 
answer to Mr. Fulton’s question is confined to construction of barracks, but I am 
thinking of construction in general which would not be very difficult for Mr. 
Ross to bring in, statements covering the payment of architects or consulting 
architects or outside engineers or owners’ agents fees in connection with the 
construction work in general carried out by the department in the period under 
examination, and the nature of the services rendered, and in each case some 
explanation of the item.

I he Witness : \ ou want an extension of what has already been tabled?
Mr. Fleming: I think the table ought to tell us the name of the person or 

firm and the amounts paid, and the company in each case, and what services 
were rendered. That would indicate geographic location of the work and enough 
information to enable the committee to understand and evaluate the service.

The Chairman: On page 292 of our minutes we have a list of payments made 
for architectural and engineering services for the construction of buildings other 
than married quarters which will be the subject of another report. There 
is a list of names followed with amounts and an explanation at the end, on all 
construction of buildings other than married quarters.

Mr. Sinclair: I move we adjourn.
Mr. Wright: I have a question I want to ask Mr. Ross on these contracts 

on pages N-55 to N-65. There are hundreds of them and I understood you, Mr. 
Chairman, to say that most of them are covered by C.C.C.

Mr. Chairman : I just stated that I think the largest part of them are 
covered by the C.C.C. and that the C.C.C. would be the best people to answer 
the questions.

Mr. Wright: I wanted to ask Mr. Ross in his opinion if that is correct 
and what type of these contracts will be covered by C.C.C. You cannot give 
individual contracts that are covered by the C.C.C. on orders from your 
department, but I just want to know the types.

The Witness : All our purchases are made by C.C.C. except some small 
local purchases.

Mr. W right: Less than $10,000. These would all be covered then?
The Witness : Yes.
Mr. Nowlan: On this return to which reference has been made, on page 292, 

could we have the amount for these various services, such as amounts paid to 
James Adam and the others which are listed in these pages 292 to 293?
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The Chairman: What do you mean by the amount?
Mr. Nowlan : The bills for all the services that were incurred.
Mr. Browne: Actual bills submitted, Mr. Chairman.
The Chairman: We will now 'adjourn until Tuesday morning. Will it be 

ah right to dispose of these witnesses for the moment and bring before us 
witnesses from the C.C.C., and then these gentlemen will come back for a special 
meeting where a discussion will take place on the different answers that have 
teen given to the committee.

The committee adjourned.
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APPENDIX “A”

DEPARTMENT OF NATIONAL DEFENCE

Public Accounts 1949-50

Fees for Special Courses Navy <764,626.81

Six weeks course at Royal Conservatory of Music,
Toronto—10 Lessons at $2.50 each..................................

Seven months course in Dermatology, University of
Michigan Medical School...................................................

Six months foreign language course in Paris, France....
Joint Services Staff Courses.................................................
Six lectures at Bureau of Mines on Physical Metallurgy. 
Tuition fees, books and instruments of R.C.N. officers

and men attending Canadian Universities.....................
Technical Courses for R.C.N. (R)........................................
Tuition fees and other expenses attending courses at

Washington, D.C....................................................................
British Admiralty for following courses in U.K.................

Instrument Flying Courses 
Air Weapons Officer Courses 
Junior Officer Air Courses 
Engineering Courses 
Gunnery Courses 
T.A.S. Courses
Air Training Courses HMS “Vulture”
Air Training Courses HMS “Fulmar"
R.N.E. College “Thunderer”
Executive Officer Courses

Voice Training Course for Radar Plot Instructors...........

1 Bandsman 25 00

1 Officer 105 00
1 Officer 180 00
2 Officers 640 64

12 Officers 30 00

63 Officers 18,341 04 
542 00

3 Officers 60 00
596 Officers & Men 684,476 10

2 Instructors 227 03

681 $ 704.626 31

APPENDIX “B”

TRAVELLING ALLOWANCES FOR PERSONNEL OF ARMY SERVICES AND 
EQUIVALENT RANKS IN NAVAL AND AIR SERVICES 

AS AT MARCH 31, 1950

Rank
Colonel and above............. ..................................................
Lieutenant-Colonel and Major...........................................
Commissioned Officers below the rank of Major...........
Warrant Officer, Class I.....................................................
Warrant Officer, Class II, and Non-Commissioned

Officers of the rank of Sergeant and above.................
Rank below Sergeant...........................................................

Rates for Meats
Hotels and Restaurants.......................................................
Rail or Ship..........................................................................

For a period not exceeding SO days 
in any one place

In lieu of In lieu ofQuarters and In lieu of
Rations Quarters Rations
$11 00 $ 6 00 $ 5 00

10 00 5 50 4 50
9 00 5 00 4 00
8 00 4 00 4 00

7 50 3 50 4 00
7 00 3 00 4 00

Breakfast Lunch Dinner
$1 00 $1 25 $1 75

1 25 1 50 2 00



DETAILS OF CONTRACTS
Appendix “C*

Name of Firm Location Amount Items

$ cts.

A. In the United States Aircraft Spare Parts—Radio Test Sets and Mise, special equipment for 
RCEME Workshops.

Air Carrier Service Corporation.......................... Washington, D.C.... 12,268 43

Air Industries Inc.................................................. Arlington, Va............ 23,269 55 Switches, Ear Phones, Connectors, Couplings, Transmitters, Amp
lifiers, Cable, Conductors—Air Communications Equipment.

Aimrnft, Enginp flnrl Pn.rts Cnrpn New York................ 46,870 00 Oscillators for Airborne Communications Equipment.

American Electioneering Co................................. Los Angeles.............. 83,832 94 Transmitter Receivers, Antennae, Potentiometers, Test Sets. In
dicators and parts for Airborne and ground communications and 
Navigation aids.

American Instrument Co. Inc............................... Silver Spring, Md.... 10,887 81 Laboratory Equipment and parts for RMC and for development work 
for DRB.

Arrow Sales Inc...................................................... Chicago, Ill.............. 41,256 59 Radio Receivers, Amplifiers, dynamotors for Airborne Communica
tions and equipment work in Dakotas, Mitchell and Expeditor 
Aircraft.

B. G. Export Corpn............................................... New York................ 19,983 73 Gauges, Bushings, Adapters, spark plugs for miscellaneous aircraft.

Electric Motors Corpn........................................... Indianapolis.............. 14,250 00 Semi Trailers gasoline, for Aircraft re-fuelling, complete with engine 
pumping equipment.

J. A. Fouchaux Co................................................. New York................ 162,385 73 Electric Cable, USN Type—Generators—not available in Canada and 
required for new ships to be commissioned and for ship repairs.

G. & M. Equipment Co........................................ North Hollywood... 28,851 03 Bench Test Sets, Signal Generators for Radio transmitting air and 
ground equipment. US Service Pattern transmitting equipment for 
development work.

Gleason Works....................................................... Rochester, N.Y....... 10,827 30 Generator, generator tool sharpener and tools; Gear cutting machinery 
for gunnery control clocks.

Graflex Inc............................................................. Rochester, N.Y...... 30,516 25 Photo recorders and spare parts for aerial photography.

Jack & Heinz Precision Industries. .*................... Cleveland, O............ 62,585 10 Inverters, Generators, spare parts, mise, tools and electric power 
supplies.
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DETAILS OF CONTRACTS
Appendix “C"

A.

Name of Firm

In the United States—Continued 
P. R. Mallory & Co. Inc....................

McElroy Mfg. Corpn..........................

National Association of Broadcasters

North American Aviation Inc..........

Northern Electric Equipment Co.... 

Northern Radio Co. Inc....................

Clarence E. Page................................

Presto Recording Corpn.....................

Radio Ham Shack Inc.......................

Scott Testers Inc................................

Southland Aero Supply Co................

Sperry"Gyroscope Co. Ltd................

* Location Amount

Indianapolis..............

$ cts.

19,072 12

New York................ 34,934 35

Washington, D.C.... 13,230 00

Los Angeles.............. 342,313 07

Toledo, O................. 11,063 25

New York................ 96,180 73

Oklahoma City....... 20,506 66

Hackensack, N.J.... 59,990 13

New York................ 18,284 68

Providence................ 10,952 04

Norfolk, Va.............. 54,980 04

Long Island.............. 92,959 77

!

Items

Condensers, Voltmeters, Ammeters, Recto Starters for battery charg
ing and aero engine starting. Special equipment for RCEME 
Workshops.

Motor driven tape winders, teletype relay system equipment. Parts 
for American made equipment, Morse Package units for communi
cation equipment.

Rent of premises 1760 N. St. N.W. Washington, D.C. for 12 months 
at $1,050 per month plus U.S. exchange (for Cdn. Joint Staff).

Spare Parts for F86, Licences for F86 production in Canada.

Fuel booster pumps.

Oscillators, frequency Shift Keyer, spare tube kits, parts for communi
cations equipment. Special purpose equipment. Maintenance, 
operational and instructional requirements.

Spare Parts, circuit breakers and mise. tech, equipment—Air frame 
spares, pumps.

Operating Spares for Loran trainer.

Tubes, JAN, for design and development purposes—Also operational 
equipment.

Electric Motors, electronic recorders, temperature recorders, testers, 
etc.

Aircraft Spares, Airframe engines, accessory spare parts such as Valve 
Assemblies, Cowling engine assemblies for Mitchell Aircraft, etc.

Components of Airborne search radar set for experimental purposes. 
Conversion and manufacture of Naval Armament.

- ______
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NewarkSuperior Air Products Co......................................

Technical Materiel Corpn.....................................

Texas Engineering & Mfg. Co............................

Thompson Products Inc........................................

United States Steel Export Co............................

United States Treasury Department..................

Willys-Overland Motors, Inc................................

B. In Canada and Elsewhere
Ahern & Soper Ltd................................................

Associated Screen News Ltd................................

Ross Baker Motors Ltd........................................

Berec Battery Export Co......................................

Department of National Revenue........................

R.C.M.P.................................................................

Canadian Pratt & Whitney Aircraft Co. Ltd....

Canadian Shipping Brokers Ltd..........................

Can. Wm. A. Rogers Ltd......................................

The Foundation Company of Canada Limited. .

Gilbert & Morrison Travel Agency.....................

Holborn Trust Co. Ltd.........................................

New York 

Dallas.... 

Cleveland 

New York 

Washington

Toledo, O

Ottawa...

Montreal.

Vancouver 

London, Eng

Ottawa........

Montreal

London, Eng

Toronto.......

Montreal

Ottawa........

London, Eng

15,016 00

22.746 63 

15,562 54 

37,272 45 

40,794 55

567,826 62

190,956 12 

13,194 91

52,285 95

42,046 42 

12,427 80 

866,551 41

71.746 02 

1,113,687 92

163,754 76 

22,787 53 

4,795,708 41 

27,298 64 

18,578 23

Liquid Air Plants, Containers for laboratories—RMC—Not standard 
item and not available in Canada.

Teleype, regenerators, tubes and valves—and for W/T maintenance. 

Aircraft spares, miscellaneous for all different types of aircraft.

Booster Pumps.

Electric Cable, USN Type—for ship repairs.

Stores, supplies, gasoline, water supplies, MT spares, landing fees— 
hangar fees—maps—charts—Damage Claims and miscellaneous.

MT Spare Parts for Willys-Overland jeeps.

Valves, Tubes, Motors, Lamps for communications equipment and for 
experimental and development purposes. Maintenance and repair 
of W/T Equipment.

Projectors, Cameras, Lamps, spare parts Screens, Film, for instruc
tional and training purposes.

M.T. spare parts and repairs.

Dry Batteries for British type wireless sets.

Payment of customs, excise and sales tax on Department of National 
Defence imports.

Apprehension of deserters, Corps of Commissionaires employed by 
R.C.M.P. for guarding dockyards and security duties.

Aircraft parts such as propellor cases, clutch assemblies, hydraulic 
pumps, heaters, rotor assemblies, blade assemblies, gaskets, cyl
inders, gear boxes, reduction and repair of Wasp engines.

Agency to clear all shipments to a board.

Stamped electro-plated cutlery for messes of ships and establishments.

General Construction.

Travel tickets for transportation by rail and air covered by warrants.

Rent for No. 11 Hill St., London, Eng.
InN>
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DETAILS OF CONTRACTS
Appendix “C"

Name of Firm

B. In Canada and Elsewhere—Concluded

Horne & Bitfield Ltd.............................

Hudson’s Hope Co. Sales.....................

Johnston Motor Co. Ltd........................

Levitt Safety Appliances Co.................

Levy Auto Parts Co. Ltd.....................

Metropolitan Broadcasting Service Ltd

Moffats Ltd............................................

Mount Enterprises Ltd..........................

Seaboard Advertising Co. Ltd.............

Tree Surgery Co. Ltd............................

Location Amount

$ ets.

Calgary, Alta........... 33,005 20

Fort St. John, B.C.,. 111,947 03

Vancouver................. 31,106 05

Toronto, Ont............ 45,669 40

Toronto, Ont............ 236,167 61

Toronto, Ont............ 29,173 24

Weston, Ont.............. 797,753 93

Montreal, Que.......... 688,346 15

Vancouver................. 18,973 24

Montreal................... 16,729 41

Items

Food Supplies—Dawson Creek—Suffi eld—Edmonton—Calgary.

Coal supplies—Fort Nelson, Fort St. John, Whitehorse, Northwest 
Highway Staging Route.

M.T. Spare Parts.

Fire Extinguishers, Cartridges for fire extinguishers, hose, leather 
gloves, and minor supplies.

M.T. Spare Parts.

Broadcasting Services. Recruiting R.C.A.F.

Electric Ranges* toasters, parts for married quarters and replacements. 

Construction of Permanent buildings and services, R.C.A.F. sites. 

Painting interior and exterior of buildings.

Snow clearing, planting, landscaping, etc.

A review of the invoices covering the purchases from this firm indicates that it would require actual inspection of the items purchased, many of which will n 
longer be traceable, to identify items which might have been acquired by this company as Canadian War Surplus. The company has apparently acquired war surplus 
stocks from all over the world some of which might have been manufactured in Canada and sold or released to other countries under mutual aid.

This firm is an authorized agent for a number of Companies for the sale of newly manufactured stores and equipment and also manufactures some parts themselves. 
A percentage of the purchases covered by these expenditures would be of this type.

Reference is made to a report tabled by Mr. Mcllraith, Parliamentary Assistant to the Minister of Defence Production in the House of Commons Debates Official 
Report, Monday April 23, 1951, page 2268.
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MINUTES OF PROCEEDINGS
House of Commons, Room 430.
Tuesday, June 5, 1951.

The Standing Committee on Public Accounts met at 11:00 o’clock a.m., 
the Vice-Chairman, Mr. David A. Croll, presiding during the first hour. At 
12:00 o’clock noon the Chairman, Mr. L. Philippe Picard, having arrived, 
assumed the Chair.

'Members present: Messrs. Ashbourne, Blue, Brisson, Browne (St. John’s 
j^es£), Campney, Cavers, Croll, Fleming, Fraser, Fulton, Gibson, Harkness, 
Airk [Antigonish-Guysborough), Larson, Macdonald (Edmonton East), Nowlan, 
Varices, Picard, Richard (Ottawa East), Riley, Robinson, Sinclair, Thatcher, 
Weaver, Wright.

In attendance: The following officials of the Canadian Commercial Corpora
tion : Mr. W. D. Low, O.B.E., Managing Director; Mr. W. J. Atkinson, O.B.E., 
General Purchasing Agent and Mr. F. F. Waddell, Secretary and Legal Adviser.

The Committee resumed consideration of the public accounts for the fiscal 
year ended March 31, 1950.

The Vice-Chairman introduced to the Committee the officials of the Cana
dian Commercial Corporation in attendance, whereafter Mr. Low was called.

The witness read a statement in which he outlined the administrative 
Wnctions of the Corporation and was questioned at length thereon. Mr. Low

requested to supply certain detailed information on the matters arising 
?ut of his examination and he indicated he would undertake to supply such 
information at the earliest possible date.

And the examination of Mr. Low still continuing; the said examination was 
adjourned to the next meeting.

At 1:00 o’clock p.m., the Committee adjourned to meet again at 11:00 
0 clock a.m., on Thursday, June 7.

ANTOINE CHASSÉ,
Clerk of the Committee.

87508—1|
529



I



MINUTES OF EVIDENCE
Housp of Commons, 
June 5, 1951.

The Standing Committee on Public Accounts met this day at 11 a.m. The 
Vice-Chairman, Mr. David A. Croll, presided.

The Vice-Chairman : Gentlemen, we have a. quorum. All of you received 
8 letter from the chairman dated the 31st of May having reference to the Cana- 
Tan Commercial Corporation. We have here this morning Mr. W. D. Low, 

Managing Director; Mr. W. J. Atkinson, O.B.E., General Purchasing 
Agent; Mr. F. F. Waddell, Secretary and Legal Adviser. These are officials 
0 the Canadian Commercial Corporation. Now, Mr. Low has a statement 
"rich he will make. I suggest that after he makes this statement—he will 
read' it slowly, since he has only one copy—there may be some general 
questioning afterwards. Some members have sent in requests for specific 
uiformation. Some of that information will be available immediately after 

are finished with the general statement. If there, are any other members 
who have requests for specific items they want the officials to deal with we 
|v°uld appreciate having you advise the clerk so that the officials are able 
D obtain the necessary documents, otherwise they will not be able to answer 
s°me of the questions that are asked here.

Mr. Thatcher: Excuse me, Mr. Chairman, you said you are going to have 
general questioning before you go to the specific questioning?

The Vice-Chairman : Yes. Mr. Low will read his statement.

Mr. W. D. Low, O.B.E., Managing Director of the Canadian Com
mercial Corporation, called :

The Witness : Under the direction of the Minister of Trade and Com
mence the Canadian Commercial Corporation was made responsible for 
Purchasing the requirements of the Department of National Defence. This 
U'°rk was conducted under the authority contained in the Munitions and 
Supply Act.

The corporation did not initiate or decide upon defence requirements. This 
isponsibility of the Department of National Defence. As requirements 
known, requisitions were prepared by the Department of National 
and transmitted to the corporation. These requisitions indicated the 

future and quantity of the stores- required, showed an estimated value and 
sPecified- where and by whom inspection was to be carried out. The corporation

not responsible for inspection which in most cases was made the responsi
bility of the Controller General of Inspection Services, Department of National 
defence. Nor did the corporation pay for the goods purchased. Contracts 
Placed by the corporation contained instructions for the transmission of invoices 
directly to treasury officers of the Department of National Defence for payment.

Generally speaking, the corporation, in carrying out these purchasing 
'Unctions, acted as an agent of the Minister of Trade and Commerce under the 
aPpropriate sections of the Munitions and Supply Act.

The policy of the corporation in purchasing for the Department of National 
■Defence was to establish prices and award contracts by means of competitive

jmcame
Defence
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tenders in all cases where it was possible to do so, and to seek out all possible 
sources of supply irrespective of any consideration except to provide what was 
needed in the time required and at the lowest possible price. ,

In order to carry out this policy, the purchasing division at Ottawa, ana 
each of the thirteen district purchasing office- operated by the corporation 
Canada, maintained complete classified mailing lists showing the names of a 
suppliers who had 'requested an opportunity to tender, and any others w 
were considered to be in a position to manufacture or supply each type a 
stores or services. These lists were reviewed constantly and kept up to da 
to ensure the widest possible distribution of invitations to tender in order 
obtain the competition necessary to secure low prices. ,

Tenders for construction projects, the cost of which were in excess o 
$5,000 were invited by means of public advertisement in the press. Abou 
95 per cent of the contracts placed by the corporation were awarded as tne 
result of competitive tenders, and the remainder by direct negotiation as 1 
was not always possible to invite tenders on work of a secret nature, on develop 
ment work and for spare parts or other articles available from one source o 
'supply only. . ,

The purchasing procedure followed had been developed over a period j 

years. When requisitions were received by the corporation, purchase files wer 
immediately set up and referred to the purchasing agents concerned. u 
receipt of such a file, the purchasing agent examined it carefully and determine1 
whether tenders should be invited. If so, he prepared a list of all of t 
companies considered to be in a position to produce or sitpply the stores o 
services required. The date on which tenders were to close was establish^ > 
bearing in mind the locations of the companies being invited to tender. I 1 
invitation to tender form was then prepared and mailed together with an> 
relevant drawings and specifications. A return envelope bearing the tende 
number, the name of the firm and dosing date was also provided. It was t i 
policy of the corporation to invite tenders on the basis, “sales tax include > 
F.O.B. delivered” for purposes of easy comparison when tenders were receive ■ 

If a security deposit was required, a statement to this effect was 
on the invitation to tender, specifying the amount or percentage of the tent c 
price required. ' ,

A copy of each invitation to tender issued at headquarters was forwarded 
to the tender opening section of the secretary’s division, together with a h£ 
of the companies invited to tender. ,

Immediately tenders were received by the corporation they were forwarded 
unopened to the tender opening section, where the envelopes still unopened were 
stamped with the hour and date of receipt. They were then placed m 
specially constructed, locked, metal tender boxes, one of which was provided f° 
each day of the week, Monday to Friday, inclusive. Tenders were sorted im° 
these boxes in accordance with the closing date shown on the envelopes. Ear» 
tender box was equipped with two locks, the keys for which were held W
responsible officers of the corporation. The closing hour was set at 4 p.m. and
at that time each day the appropriate box was opened and the tenders extracted- 
The tenders were then opened, stamped with the date and hour of opening, and 
initialled by the two officers concerned. The tender opening section then 
prepared a list, in duplicate, of all the tenders received, making a separate liy 
for each file. When these lists were completed, the tender box was relocked, 
and the date on it changed to one week later. The tenders received were then 
delivered to the purchasing agents concerned, who signed one copy of th® 
tender list which was retained by the tender opening section as proof 
delivery.

If any tenders reached the corporation after the closing hour set for them, 
they were returned unopened, accompanied by an explanatory letter from tke

f]
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secretary’s office. If it was necessary to open the envelope to extract specifica
tions, or for any other reason, this was done, but in any such case the accom
panying letter clearly explained why the tender was opened.

The procedure followed by the district purchasing offices of the corporation 
was similar in every respect.

Immediately tenders were received by the purchasing agent a tabulation 
was prepared. This was done just as quickly as possible, and in any case 
within twenty-four hours after receipt of tenders. After a tabulation was 
completed, if technical assistance or advice was required before a decision could 
‘)e made, the purchasing agent consulted the appropriate technical officer of 
the Department of National Defence, and obtained from that department a 
Memorandum containing its recommendation as to the company with whom the 
contract should be placed. If the Department of National Defence recom
mended awarding the contract to other than the lowest tenderer, the reason for 
Making such recommendation had to be fully explained.

When the purchasing agent had considered the recommendation, if ' any, 
which had been received from the Department of National Defence, and all 
°ther factors which may have had a bearing on the choice of the supplier, and 
when he had decided to whom, in his judgment, the contract should be 
awarded, action proceeded towards the actual execution of the contract.

Since the signing of a contract is the point at which Crown funds are first 
committed, the circumstances under which a contract may be signed and the 
Persons who may sign it were carefully defined in written instructions issued 
M this connection. The general purchasing agent and certain purchasing agents 
Were authorized to award contracts not exceeding $5,000 in value. However, no 
contract over $5,000 in value could be awarded until a full description of the 
Proposed contract and of the negotiations leading up to it had been given by 
Means of a “contract report” to the corporation’s purchase investigator for 
^Pproval. The purchase investigator, chosen by reason of lengthy experience 
M the business of buying and because of his familiarity with government 
buying in particular was responsible immediately to the managing director 
°f the corporation. The purchase investigator had access to the purchase file 
aMl all other documents having any bearing upon the proposed transaction; 
and every circumstance from requisition through invitations to tender, tender 
()Pening, price negotiation, financial terms, delivery, even the reputation and 
financial position of the proposed supplier was scrutinized- by him with a view 
f° assuring the management that it may have reasonable expectation that the 
contract had been fairly negotiated without any prejudice and would be per
formed economically and satisfactorily.

When approved by the purchase investigator the contract still required 
formal authorization before being entered into.

If the expenditure did not exceed $15,000 this authorization was given by 
the deputy minister of Trade and Commerce under authority contained in the 
Munitions and Supply Act. In practice, this authority was in fact, given by the 
Managing director or the secretary of the corporation under authority contained 
M a power of attorney granted by the Minister of Trade and Commerce.

Where it was proposed to enter into a contract involving an expenditure 
M excess of $15,000 the authority of the Governor in Council was required, 
therefore, all purchase files involving an expenditure in excess of $15,000 were 
referred by the purchase investigator to the submissions to council section, which 
Prepared a submission based on the information given in the contract report, 
supplemented where necessary by the material on file, and these submissions 
ai"ter being approved by the managing director, were referred to the deputy 
Minister of Trade and Commerce for approval and submission to the minister, 
n hen signed by the minister, such submissions were then forwarded to Privy 
Council office, and no purchase action could be taken by the corporation until 
they were formally approved by Privy Council.
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The procedure which I have just outlined was applicable as well to the 
district purchasing offices. All purchase files involving expenditures in excess of 
$5,000 were forwarded to headquarters so that authority could be obtained to 
award contracts.

With the exception of construction projects, foodstuffs, fuel and commodi
ties of a similar nature, it was the responsibility of the corporation to follow up 
contracts to ensure that they were completed within the time specified in the 
contracts.

The Vice-Chairman : Gentlemen, you have heard the general statement. 
If there is any questioning, Mr. Low is prepared to answer questions.

By Mr. Fleming:
Q. Mr. Chairman, I think probably Mr. Low will understand we are deal

ing with the fiscal year 1949-50. Within that period have you figures with you 
to indicate, first, the number of contracts, then give us some idea of the total 
amount of them, which the Canadian Commercial Corporation negotiated?— 
A. During the fiscal year 1949-50 the corporation awarded 84,600 contracts in 
ail on behalf of the Department of National Defence, the total value being 
$221,538,679.59.

Q. Were you negotiating contracts for any other government department 
than the Department of National Defence?—A. I do not think we were, not 
during that fiscal year.

Q. You were acting exclusively as agents for the one department, then?— 
A. Yes—I beg your pardon, there was one transaction that we did handle for 
the Department of Trade and Commerce. It was the erection of booths for the 
Canadian International Trade Fair at Toronto.

Q. Was that the only exception to the general statement you were acting 
exclusively as agents for the Department of National Defence in this fiscal 
year?—A. No, we also acted, of course, for foreign governments during that 
time, and we carried out some stockpiling of some strategic materials on behalf 
of the Department of Trade and Commerce.

Q. Did you do anything more in your negotiations than deal with the pur
chase of material? Have you had anything to do with the purchase of 
services?—A. Yes, wc did handle services such as laundry, and dry cleaning, 
and work of that nature, the removal of refuse from camps.

Q. Is it possible to break down those contracts from the others? Have you 
any breakdown available now as between the contracts for the purchase of 
material on the one hand and the contracts for purchase of services on the 
other?—A. No, our records are not broken down that way. We have a record of 
every contract awarded but we would not have it broken down that way.

Q. Can you give us any idea? I am trying to project this problem. Can 
you give us any indication as to the proportion of expenditures which might 
have gone for materials on the one hand or for services on the other hand?— 
A. I cannot at the moment. I can get the information for you, but I have not 
got it at the moment.

Q. I am not asking for exact figures, but I think it would be helpful to 
have some approximation, if possible.—A. I will be glad to get it for you.

Q. You are dealing with the procedure in connection with tenders. Were all 
your purchases of materials and services preceded by the calling for tenders? 
—A. I think I said about 95 per cent, if I remember rightly.

Q. 95 per cent?—A. Yes.
Q What accounted for the failure to ask for tenders in the case of the other 

five per cent?—A. There may be spare parts for a certain machine which arc 
only available from one source of supply. It may be due to secrecy. We could 
not invite tenders on work of a secret nature. It may be a developmental con-
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tract or a piece of machinery which National Defence wanted to fit in with a 
whole lot of other machinery of a certain make.

Q. Can we generalize on these cases? Would you be prepared to say that 
m all those cases there was only one source of supply, that even if tenders had 
been called, there would have been only the one source of supply?—A. Yes.

Q. Then it is correct. You would be prepared to say that that was the 
case in regard to these cases?—A. Yes.

Q. Did you in all the 95 per cent of cases accept the lowest tender?—A. I 
c°uld not say off-hand. I do not think we did 100 per cent. There would be 
®any reasons why we would not. For example, a company might not quote 
ln accordance with the specifications.

Q. That would make it an invalid tender.—A. Yes, an invalid tender.
Q I think we can leave out those cases. We know that a tender must be 

strictly in accordance with the specifications. But were there any other reasons?
Well, delivery ; the delivery offered by the lowest tender might not be satis

factory.
Q. Could you give some indication of the number there were of those 

cases?—A. I have not got that information with me.
Q. But it is available?—A. Yes.
Q. I think we might ask for a statement of the cases in which, although
tender was in form, in accordance with the specifications, the lowest tender 

*as not accepted, and some indication of the circumstances in such cases, and
reasons why the lowest tender was not accepted. That would leave out any 

question of the invalidity of tenders, or informality of tenders or such reasons.— 
W I might point out that to obtain that information, it would be necessary for us 
to review all our files and give an explanation as to why the lowest tender was 
n°t accepted in each case. That would be quite a task.

Q. Would it involve the review of 84,600 files?—A. No, it would not.. But 
k might involve the review of perhaps 50,000 files.

The Vice-Chairman : Could you not generalize your question a little, Mr. 
Fleming, to see if we could not get that information through inquiry?

Mr. Fleming: Is there any further explanation which you can give us to 
narrow down the scope of this present question?

The Vice-Chairman: Can you give us the normal reasons why you would 
n°t. accept the lowest tender? Could you not give us as many reasons as you 
Can think of?

The Witness : As I have said, the specification was one; delivery was 
another. Then we would come to cases where we would split the tenders. For 
®xample, if we were buying 100,000 suits of battle dress, we would go to the 
lowest tenderer for all that he could deliver in the time required. Then we would 
K° to the second lowest tenderer and negotiate with him for the quantity which 
t16 could deliver within the time required ; and if we could not get all the quantity 
r°m the second lowest tenderer, we would then go to the third tenderer and 

negotiatc with him.
I might say that in carrying out such negotiations it was alwa.vs done 

w'th a view to getting from the second or the third or the fourth tenderer the 
Same price as tendered by the lowest tenderer, the first one; but that was not 
always possible.
. Mr. Fleming : In those cases do you always endeavour to take from the 
lowest tenderer the full amount that he can supply?

The Witness: That is correct.
Mr. Thatcher: Might I interject on that point, Mr. Chairman?
The Vice-Chairman : Just a minute.
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By Mr. Fleming:
Q. And then you go to the next lowest and take all that he can give you • 

—A. That is right.
Q. In other words, you take to the limit of supply all that the lowest 

tenderer can give you, and then you go in that order, from the lowest tenderer 
on?—A. That is right.

By Mr. Thatcher:
Q. I was just wondering if Mr. Low’s department would ever accept a higher 

tender as a matter of policy in order to give certain sections of the country the 
business.—A. No, sir.

Q. In other words, you always take the lowest tender, no matter what part 
of the country it comes from?—A. Yes, sir. •

Q. You make no conscious effort to try to diversify your contracts through
out the country?—A. No, sir.

Mr. Fleming: It is always a question of price?
The Witness: Always a question of price.
Mr. Thatcher: I understood from what the minister said in the House 

that a specific effort was made.
The Witness: Not in 1949-50.
Mr. Thatcher: That has been changed now?
The Witness: That is a matter of government policy.
The Vice-Chairman: He said “not in 1949-50”, and that is as far as he 

can go.
I remember when you asked the question of the Minister of Trade and 

Commerce. I remember the answer he gave you, that there was a conscious 
effort made to spread the contracts across the country. I think that was his 
answer.

By Mr. Thatcher:
Q. In my own province of Saskatchewan—and I do not think I am speak

ing politically—the Chambers of Commerce, the City Councils, and the editors 
of the various papers feel that Saskatchewan is definitely being overlooked 
by the Canadian Commercial Corporation in the way of getting defence con
tracts. So I would like to know if your department is making any conscious 
effort to give the outlying provinces, and particularly Saskatchewan, a share 
of these contracts. That is all I am interested in.—A. In the fiscal year 1949-off 
as I have already said, we had a very large mailing list which was prepared 
under specific commodity headings. Every business which was in a position to 
quote on those commodities in every province of Canada, was given a chance 
to tender.

Q. Do you not think that even if a contract might be a little bit, let us 
say, a few cents higher on something, there are other considerations which might 
enter into it, such as, the need to diversify your industry and the need to 
protect your plants from bombing if war should come? Are there not other 
considerations?—A. You are now asking me for mv personal opinion.

Q. Yes.
The Vice-Chairman : No, no, not here. Mr. Low, the witness, is not here 

today to give us his personal opinion. He is here to give evidence.
Mr. Sinclair: As president of the corporation.
Mr. Thatcher: We have just got the Canadian Commercial Corporation 

before us. Surely you are not going to stifle this thing before it starts.
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The Vice-Chairman : The witness is here today in his capacity as General 
Manager of the Canadian Commercial Corporation. He is not here to give us 
his personal opinion about anything that we are concerned with. If you want 
a personal opinion, you should get it on the floor of the House.

Mr. Thatcher: I want to get his opinion as president of this corporation. 
I have asked Mr. Low to answer as president of the corporation.

Mr. Riley: He has not got any with respect to 1949-50.
Mr. Thatcher: I think I heard the member from St. John express some 

opinions in the House.
Mr. Riley: Mr. Chairman, Mr. Thatcher is free to put me on record as 

having criticized the Canadian Commercial Corporation. But I am very much 
satisfied with the effort^ being made by the Canadian Commercial Corporation 
to endeavour to direct some measure of government work or contracts to the 
east.

Mr. Wright: Mr. Chairman !
The Vice-Chairman : Please let Mr. Thatcher finish. He used the word 

“stifle”.
Mr. Riley : Do not stifle Mr. Thatcher !
Mr. Thatcher: I would like Mr. Low to answer my question.
The Vice-Chairman : Will you please re-word your question, Mr. Thatcher?
Mr. Thatcher: Will Mr. Low state now, with respect to this year?
Mr. Macdonald : Let us stay with 1949-50.
Mr. Thatcher: I think Mr. Low stated that no effort was made during 

1949-50 to diversify the contracts in any way.
The Vice-Chairman: That is right.
Mr. Thatcher: So I am now asking him whether, in his opinion as 

President of the Canadian Commercial Corporation, it might not be wise, in 
letting out these contracts, to have other considerations enter into the question, 
considerations other than simply the price. In other words, would it not be for the 
good of the country?

Mr. Riley : Mr. Chairman, I understand that Mr. Low, is the director or the 
President of the Canadian Commercial Corporation, and that his company is only 
the instrument whereby the government purchases materials for National 
Defence ; and that until recently they entered into contracts for building and 
so on.

I do not think that Mr. Low has anything to do with the policy of diversifica
tion. Mr. Thatcher knows as well as any member of this committee that the 
Policy or the doctrine of diversification does not rest with Mr. Low.

Mr. Browne: Mr. Chairman, who is the witness? Who is giving evidence 
now?

The Vice-Chairman: He is just making observations.
Mr. Sinclair : And that is a very common practice with Conservative 

members.
Mr. Thatcher: Does Mr. Low have instructions or is it a matter of govern

ment policy, set by the government, that Mr. Low must always accept the lowest 
lender under all circumstances?

Mr. Sinclair: In the year 1949-50.
Mr. Thatcher : I want to know about it at present. Surely we can project 

it, Mr. Chairman.
The Vice-Chairman : No, no.
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Mr. Thatcher: Well, Mr. Chairman, Mr. Picard has been allowing a lot of 
latitude, as long as we asked general questions. This is a general question.

The Vice-Chairman : I think it is a very pertinent question to your province, 
but I do not think that this is the place for you to get an answer.

Mr. Thatcher: Well, in the House they always say: “Ask Public Accounts”.
Mr. Sinclair : I would like to bring out this point: That in 1949-50 the 

Canadian Commercial Corporation was a very small group with only 25 em
ployees. That was, o-f course, pre-Korea. But since Korea, we have had an 
enormous advance in defence spending, and a special department has been set 
up for the purpose. Mr. Low is here to describe the activities of his corporation 
for 1949-50, the year before Korea. So I do not think it is fair to Mr. Low and to 
the members of this committee to try to go into matters connected with the 
Department of Defence Production which was set up by parliament since that 
time.

Mr. Wright: Mr. Chairman?
The Vice-Chairman: If you do not mind, Mr. Wright, I am trying to give 

Mr. Thatcher his day in court.
Mr. Thatcher, if you would word a question for the witness that he could 

possibly answer, I would allow it. He is here today to give answers, or to give 
information but not to project himself into 1950-51.

Mr. Thatcher : Mr. Chairman, Mr. Picard has followed a policy of permitt
ing general questions involving a certain amount of projection. I would like to 
know if the policy has been changed in order to give some of these outlying 
provinces a certain amount of these defence contracts? Of course, if the prices 
are away out of line, that would not be sensible; but if they are reasonably close, 
I would like just a general sort of answer.

Mr. Kirk (Antigonish-Guysborough) : How far afield do they go when they 
advertise tenders in various sections of Canada? Would a contract for Nova 
Scotia be advertised, let us say, in central Canada?

The Witness: That was the practice in advertising for tenders. That was 
^done in all cases of construction projects in excess of $5,000 in value. The practice 
was to advertise in the Canada Gazette, in the Daily Commercial News and 
Building Record, and in the local papers, that is, in the community where the 
work was to be carried out.

Mr. Kirk (Antigonish-Guysborough) : If you are doing a job in Halifax 
you advertise in Ottawa, Toronto, Winnipeg and Vancouver—those places?

The Witness: It would be advertised in the Canada Gazette and the Daily 
Commercial News and Building Record which is available to contractors all 
across Canada.

Mr. Wright: The witness stated that they had 13 agencies for the letting 
of contracts.

The Vice-Chairman : District offices.
Mr. Wright: Yes, district offices. Where were those offices situated?
The Witness: I have a record of them here.
Mr. Riley: Is that 1949-50?
Mr. Wright: Yes.
Mr. Sinclair : Here they are?
The Witness: I have them here: St. John’s, Newfoundland; Halifax, Nova 

Scotia; Quebec City; Montreal ; Ottawa; Toronto ; London ; Winnipeg; Regina ; 
Calgary; Edmonton ; Vancouver; and Victoria, B.C.

Mr. Wright: Can you give us a breakdown of the contracts let during 
that year out of those various offices?
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The Witness: That would be by dollar value?
Mr. Wright: Yes.
The Witness: I am afraid I have not got the information.
The Vice-Chairman: Is it possible to get it?
The Witness: Oh, yes, it is possible to get it.

By Mr. Wright:
Q. Later, the witness stated that tenders were called ‘f.o.b. delivered’. Now, 

having these tenders filed f.o.b. delivered would mean there would be some of 
this material required at Halifax, and there would be some of it required in 
British Columbia. What was your practice with regard to firms who might 
have the advantage of the freight rate—which would be considerable—in filing 
these contracts?—A. Freight was considered part of the laid down cost.

Q. Part of the laid down cost?—A. Yes.
Q. Therefore, firms from British Columbia tendering on contracts in the 

east here would certainly be up against pretty stiff competition in the freight 
they would have to pay?—A. That is correct, but on the other hand, they would 
have the advantage of goods going to the British Columbia area, or Esquimalt.

Q. But by far the largest portion of the goods you would order would be 
tor use in central Canada?—A. Yes, that would be correct, sir.

Q. Therefore, firms situated here would have a distinct advantage over 
firms in other parts of Canada?—A. Not in every case; in many cases it wrould 
be true.

Q. In the majority of cases it would be true. It seems to me that some 
consideration should be given to that fact. Your corporation did not give any 
consideration to that fact during the year 1949-50?—A. That is correct. We 
bought on a strictly competitive basis.

_ Mr. Thatcher: Surely that was discriminatory to the maritimes, the 
Prairies, and British Columbia, Mr. Chairman? The freight rate and everything 
else entering into the picture—it is not a fair way to let those contracts.

Mr. Campney: What is wrong with it?

By Mr. Fleming:
Q. I do not know whether Mr. Low has completed his statement on the 

factors which caused the corporation in some cases to depart from the ordinary 
rule of accepting the lowest tender. Are there any other circumstances that 
you recall?—A. Yes, I do recall some cases where we received tenders from 
F°mpanies which really were not in a position to carry out the work. By 
lnvestigation we found a company was not in a position to carry out the 
contract or supply the goods they had tendered on at the price tendered. In 
that case they were given the opportunity of withdrawing the tender.

Q. Were there many of those cases?—A. One I recall at the moment.

By Mr. Sinclair:
What sort of a bond do you ask?-—A. In this particular case there was 

n° bond ; it was a competitive tender on clothing.
Q. Would not a bond do away with that sort of useless tendering?;—A. In 

fuis case I am sure it would not have had any bearing. We had received many 
fenders but this one was so much lower than the others that we decided to 
’Uvestigate. It was an unknown company and we sent two of our follow-up 
^Uen down to the plant. They examined the premises and came back and said 
fbat the firm was not in a position to carry out this contract. In spite of that 

,XVe had them make up some sealed samples but those were rejected by the 
tospection service. The company was not in a position to do the job.
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By Mr. Fleming:
Q. There was only one of those cases?—A. Only one that I recall at the 

moment. ’’la
Q. If there were any others you could find that out without too much 

trouble?—A. Yes.
Q. Were there any other circumstances which might lead to departure from 

the ordinary rule?—A. Not that I recall at the moment.
Q. I do not want to ask you to embark on an investigation that might not 

be necessary but would you consult, your advisors, Mr. Low, and if there were 
other reasons than those you have given would you tell us at a later meeting 
and be prepared to give us the circumstances of the cases?—A. Yes, sir, I would 
be glad to do that.

Mr. Fulton: Mr. Low just said in the case of the contracts he was referring 
to that there was no bond required. Is that the usual practice? Do you usually 
require the posting of a bond?—A. Only on construction contracts. We require 
a bond on construction contracts and there have been a few other cases—I do not 

• know whether they apply to this fiscal year—where we were in doubt about 
whether a firm could carry out the contract, and regardless of the type of stores 
involved, we asked for a bond—if we had any doubt about the capability of the 
firm. There were very few of those cases.

Mr. Fraser: Would you ask for a bond in the case of tenders for purchase 
of property?

The Witness : We do not purchase property, Mr. Chairman.
Mr. Fleming: What was the nature of the bond? Were they fidelity bonds?
The Witness: No, Dominion of Canada bonds, certified cheques, or bonds 

of the Canadian National Railways.
Mr. Fulton: You say that your practice during this year at any rate 

was to require bonds only in the case of construction contracts?
The Witness : In general, that is correct, sir.

By Mr. Fleming:
Q. Now can we break down your corporation’s operations with a view7 to 

getting a clearer bird’s eye view? You were purchasing services; you were 
purchasing materials; and you were also entering into construction contracts. 
Would that completely state the scope of your work?—A. Yes—all materials, 
supplies, foodstuffs, and construction contracts. I do not think we did any 
shipbuilding that year—perhaps there were one or two instances; but generally 
speaking, our purchases covered guns, ammunition and the general range of 
requirements of the Department of National Defence, with the exception of 
lands and buildings and things of that nature.

Q. That could be fairly well broken down into those three categories-' 
services, materials, and construction contracts?—A. Yes, including supplies.

Q. Now we come to the further question on calling for tenders?
Mr. Sinclair: May I interrupt you for a moment. You say guns and ammu

nition, Mr. Low. How do you divide that with Canadian Arsenals?
The Witness : At that time we looked to Canadian Arsenals to quote on 

anything we required, in this category, I do not believe new guns purchased 
during 1949-50. Ammunition requirements were supplied by Canadian Arsenals-

By Mr. Riley:
Q. Would you not enter into contracts for the purchase of guns and ammu

nition?—A. Oh, yes, sir. We would.
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Q. On behalf of Canadian Arsenals?—A. No, with Canadian Arsenals. 
Canadian Arsenals were looked upon by us as a contractor and we would negotiate 
a deal with Canadian Arsenals just the same as we would any other company.

Q. Is that the same arrangement you have with the Maritime Commission 
when you enter into shipbuilding contracts?—A. No, that is a different propo
rtion. Canadian Arsenals were manufacturers. They manufacture ammunition. 
The Canadian Maritime Commission advise us as to the sources of supply in 
connection with ship building. They would indicate to us the yards which were 
111 the best position to carry out the construction of vessels.

Q. And on those contracts, to clear up Mr. Thatcher’s point of a while ago, 
your corporation does not formulate any purchasing policy of its own?—A. No, 
the policy we followed was formulated in 1939—■

Q. And from where do you get direction as to the overall policy you 
follow?—A. From the minister or the deputy minister of Trade and Commerce.

Mr. Thatcher: Mr. Low has indirectly answered the question I asked when 
he says that the policy was formulated in 1939. My only comment would be 
that surely, in view of changing circumstances, that policy should be changed 
t° help diversify industry.

The Vice-Chairman : Mr. Low said it was changed.
Mr. Thatcher: But he just said it was formulated in 1939.
The Vice-Chairman : He is not projecting himself into 1950-51.

By Mr. Thatcher:
Q. Then I would ask him to amplify that?—A. I was talking about the 

hscal year under review, and said that our policy was laid down in 1939. We 
started on this purchasing policy then.

Q. You would not care to state how you have modified it now?—A. Mr. 
chairman, perhaps I might say that Canadian Commercial Corporation has 

longer the responsibility for purchasing for the Department of National 
■Defence. That is now the responsibility of the Department of Defence Produc
tion and I feel that any questions like that should be answered by the deputy 
minister of that department.

Q. You mean Mr. Drury?—A. No, Mr. Mackenzie, deputy minister of the 
Department of Defence Production.

Q. We will try to get him here because I still want to know why we are 
n°t getting any contracts in Saskatchewan.

By Mr. Wright:
Q. The witness stated that they followed the policy as laid down in 1939 

UP until 1949?—A. With certain refinements.
Q. Can you give those refinements, because it seems to me during the war 

y°U purchased everywhere that you could get material?—A. That is right.
Q. Since the war that policy has certainly been refined from what it was 

'hiring that period. Can you give us the refinements and when those refinements 
to°k place?—A. I should qualify my statement by saying the policy we follow 
^jth respect to inviting tenders, the maintenance of the mailing list and the wide 
distribution of tenders was laid down in- 1939. It has been followed right 
through, including the fiscal year under review. It was quite true that during 
the war years it was not always possible to invite tenders but in those cases 
"'here it was possible the policy laid down in 1939 was followed.

Q. There was considerable diversification, considerable spreading of the 
different contracts during the war, as a result of the fact that you could not get 
'he contracts filled in certain places and you had to extend1 the area over which 
you were obtaining materials. For instance, there was a considerable number of
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contracts in western Canada during the war, but immediately after the war those 
contracts were dropped or the contracts were filled by firms which were closer 
to the center of Canada.

Mr. Robinson: What contracts are you speaking of?
Mr. Wright: Well, contracts for gun barrels—
Mr. Thatcher: Aircraft?

By Mr. Wright:
Q. Yes, and repairs to aircraft. There were a great many other contracts 

fairly widely distributed during the period of the second world war. After the 
war, of course, there was not the same requirement and it was natural that those 
requirements were filled probably more cheaply in the central parts of the 
country. Certainly it seems to me that there was refinement or change in 
policy. Maybe it was just contraction, but that contraction certainly operated 
against industries that had been established in certain sections of the country 
during the war.—A. Well, yes, I was confining my remarks to those cases where 
we invite tenders. It is quite correct that during the war years we could not buy 
everything by means of competitive tender, although we did buy tremendous 
quantities of stores by that method. The types of contract you have in mind 
could not be awarded by competitive tender.

Q. There was no general change in policy during that period.—A. Not with 
respect to inviting tenders.

Mr. Thatcher: The parliamentary assistant of defence production says 
that he could clear this in thirty seconds. I would like to hear that; would 
anyone object to it?

Mr. Riley: This is the Public Accounts Committee.
Mr. Sinclair: Well, he is a witness.
The Vice-Chairman: He could be a witness. We would be setting a very 

dangerous precedent. Mr. Thatcher, if we permit people who are not witnesses 
to make statements, much as I would like to hear him. Ask him the question 
in the House.

Mr. Sinclair : I hate to see the calling of a witness being denied.
The Vice-Chairman : Well, give him notice now, and ask him this afternoon.
Mr. Browne: The witness stated that 95 per cent of the contracts were 

issued on tender, and 5 per cent without tender ; in regard to value could »e 
give the percentage.

The Witness: I am sorry, I have not got the value.
Mr. Browne: Would it be possible to make a list of the contracts that have 

been given out without calling for tenders, say, those over $100,000.
The Witness: Unfortunately it would require reviewing our contracts. We 

have not got them segregated in that manner.
Mr. Bareness : In connection with that point, I think you said about 25 

per cent of your purchases toeing by tender—
The Witness : No, 95.
The Vice-Chairman : Yes, I made a note of that.
Mr. Bareness: That is.why I was wondering about 25, as I heard it 

begin with.
The Vice-Chairman: No, I made a note of that. It was 95 per cent.
(The Chairman, Mr. L. Philippe Picard, now toeing present assumed the 

chair).
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By Mr. Browne:
Q. Would the total amount of that 5 per cent run into a large amount of 

money, or would they be just “accidental” contracts, let us say?—A. No; I can 
recall one or two substantial contracts on which tenders were not invited.

Q. Could you give a sample?—A. Yes, the construction of the F-86 fighter 
by Canadair.

Q. That ran into millions.—A. That is right.
Q. Is there another one like that with A. V. Roe.—A. No, the A. V. Roe 

contract was awarded long before this fiscal year, but there would be other 
types of contracts mostly in the aircraft overhaul and repair field where certain 
companies specialized in overhaul of particular makes of aircraft.

By Mr. Fulton:
Q. Why did you depart from the practice in the case of Canadair—the 

Practice of letting contracts on tenders?—A. Well, it was felt that the company 
bad the best facilities to produce the F-86 fighter ; in other words, there would 
be a tremendous saving to the Crown as we would not have to provide the same 
Amount of capital assistance to the company as we would to any other company 
m Canada to produce that aircraft.

Q. The granting of capital assistance would not come under your cor
poration?—A. Oh, yes sir.

Q. Do you make the actual grants of capital assistance?—A. The money 
's provided by the Department of National Defence. They send us a contract 
demand for the production of the aircraft, and aléo provide funds for the capital 
distance and for the tooling at the same time.

Q. Do you require the companies to give you an estimate of the amount 
°f capital assistance they require before they undertake the contract?—That 
is correct.

Q. Did you in this case survey the aircraft production field and get 
estimates from other companies as to how much they would need?—A. We did 
?°t investigate other companies. We had full knowledge of all other companies 
ln the aircraft business at that time.

Q. You just, then, let it to Canadair? What was their estimate of the 
Capital assistance they would require? —A. I am afraid I have not the infor
mation here this morning. I can get that information.

By Mr. Fleming:
Q. I suggest that you bring your file as there may be other questions that 

"nil arise out of it. You were speaking earlier about the method of calling for 
tenders ; you spoke about advertising in the Canada Gazette and then some local 
advertising in the area in which the project was to be constructed. Did you 
advertise for tenders in all cases in the Canada Gazettel—A. In all cases of 
instruction.

Q. What about the purchase of materials?—A. It has not been our practice 
m advertise for tenders with respect to materials.

Q. What was the basis on which tenders were invited with respect to pur
chase of materials?—A. By maintaining a mailing list of all companies in Canada 
"mo asked for an opportunity to tender, and also those who were known to us to 
”e able to provide the stores and services. It has been constantly revised to 
ensure we get the broadest possible competition.

Q. Is it open to any potential supplier to be put on the list?—A. Yes, it is 
°Pen to anyone.
, Q. Were there any cases where anyone has applied to be put on the list and 
hns not been put on it?—A. Not that I can recall. Any company that has asked 
to be put on the mailing list, we have put on the mailing list.
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Q. You are making that as a statement of fact, and not merely from your 
recollection?—A. Yes.

Q. One question about calling for tenders to Canadian Arsenals ; were 
contracts let to Canadian Arsenals on a strictly competitive basis?

The Chairman : What do you mean by that?
Mr. Fleming: We had some questions about Canadian Arsenals a few 

minutes ago, about the awarding of contracts to them, and this is to clear up a 
point which was left in my mind by the answer.

The Chairman: You mean they asked from different companies including 
Canadian Arsenals.

By Mr. Fleming:
Q. Yes, the witness said Canadian Arsenals, so far as Canadian Commercial 

Corporation was concerned, was treated as an outside contractor.—A. Yes, that 
is correct. Where other companies could tender Canadian Arsenals would bid 
competitively.

Q. When you say “some other companies”, you are speaking of Canadian 
companies.—A. Oh, yes.

Q. You are not bringing into this account any question of purchases abroad. 
—A. No, sir.

Q. Did your corporation make purchases abroad?—A. Yes, it did, in the 
United Kingdom and the United States.

Q. What was the policy that you were required to follow with respect to 
purchases abroad in relation to supplies, commodities, available in Canada.—A- 
Generally speaking, sir, the stores we required were not available in Canada, and 
it may have cost many thousands of dollars to set up sources.

Q. You used the word “general”; were there any cases where purchases were 
made from the United Kingdom or the United States, or anyone else, of goods 
that were available in Canada.—A. I would have to go into that; I have not got 
the information. Perhaps we may have called for tenders. I can recall cases 
where tenders were invited and the Canadian prices were so much higher n 
precluded them from obtaining the business.

Q. I suppose you did advertise for tenders, and you had Canadian tenders, 
and we will say American and sometimes U.K. tenders.—A. That is true.

Q. What would happen in a case like that? What would be the rule y<nl 
would follow to determine the breaking point where you might depart from the 
rule of accepting the lowest tender, for the purpose of keeping the business 
this country?—A. I believe—I would have to look up the records—we were 
paying a 10 per cent premium to obtain goods manufactured in Canada. 1° 
other words, if a Canadian company quoted 10 per cent higher than U.K- °r 
United States he would get the business ; beyond that we would place it with 
the U.K. or the United States.

Mr. Fulton: That was really to offset—
The Witness: Yes.

By Mr. Fleming:
Q. Is that the only differentiation in the treatment of Canadian tenderers 

and tenderers from abroad?—A. That is right.
Q. In other words you are quite prepared to accept tenders in any of tires6 

cases, whether for construction projects or supply of materials or services, fr6,Ifl 
suppliers abroad if they could meet the competition of Canadian tenderers 
10 per cent.—A. No, it was never our practice to advertise for construction work 
in the United States. ,

Q. I am not speaking about the place where you advertised. If you g° 
tenders from abroad, is that the only basis on which you differentiated y°u 
treatment of Canadian tenderers and tenderers from abroad.—A. That is right-



PUBLIC ACCOUNTS 545

Q. Did you do any advertising abroad?—A. No, sir.
Q. You never did any advertising apart from what you have mentioned— 

Canada Gazette in the case of construction contracts, or lists of suppliers in 
™c case of goods, and then we come to the question of services: let me ask 
you a question—

The Chairman: You are overlooking his further statement that he 
advertised in the local papers, in the location where the work was being done.

Mr. Fleming: I touched on that earlier; he said that applied to con
struction, but not to the contracts for supply of materials.

Mr. Sinclair: And in the trade papers as far as construction is
concerned.

The Witness : Yes, I think they call it “The Daily Commercial News and 
Building Record”.

Mr. Fleming: That was clear from the earlier answer, that was applied 
to construction projects.

By Mr. Fleming:
Q. Now, dealing with these lists, could any tenderer or would-be supplier 

hoin abroad get on these lists that you maintain for the purpose of purchasing 
Materials?—A. No, I do not thing we would have any, or many, foreign com
panies on our mailing list. I cannot think of any except in special cases where 
goods are obtainable only from abroad.

Q. In other words, so far as materials are concerned your mailing list upon 
which you principally rely was a list of Canadian suppliers?—A. That is 
correct, sir. Canadian agents would be included on that list, of course, Canadian 
agents of American and United Kingdom suppliers.

Q. Mav we take it then that you never advertised abroad?—A. That is
correct.

Q. In respect of either construction projects, materials or services?—A. That 
is true.

Q. And now we have had a complete statement of the type of advertising 
that you carried out in search of tenderers for any of these goods, services or 
construction projects that you were acquiring for the government?—A. Yes.

By Mr. Fulton:
Q. If goods you were looking for were not available in Canada did you 

always insert an advertisement and wait for an answer, or did you in some 
Pases decide on your own initiative that this type of supplies was not available 
‘n Canada and therefore you had to look to the United States or the United 
Kingdom for them?—A. No, these were not advertised. We are dealing now 
with supplies rather than construction. We would do that by means of invita- 
lI°ns to tender, widely distributed, and, of course, the tenders would come in, 
and included in them would be tenders from Canadian agents of United Kingdom 
and United States firms.

Q. That is what I was wondering about. You always invited tenders, and 
d was only if you found out that there were no Canadian suppliers or that the 
Canadian agents of an American company were the only persons who answered 
that you took the supply from an American source?—A. It may be, or if the 
Canadian prices were too high.

Mr. Sinclair : Could you give us a specific example?
By Mr. Fulton:

Q. May I ask one more question? What you are saying in effect is you 
tever made your own decision that this material could not be obtained in 
Canada and therefore went looking outside for it? The decision was always 
tnadc as a result of invitations to tender.—A. Yes, sir.
, 87508—2i
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By Mr. Sinclair:
Q. Could you give us an example of one of these things that Mr. Fulton is 

talking about?—A. Unfortunately I have not an example with me. I •
Q. I am not talking about a contract, but a type of material not available 

here but which was available in the United States.
Mr. Brow-ne: In the list of contracts here in Public Accounts there is 8 

supplier named Willys-Overland Motors in Toledo, Ohio. That is probably i 
an example.

The Witness: Yes, where we purchased parts that we could not obtain 
in Canada and had to go to the United States for them.

Mr. Fulton: I would like to ask a series of questions arising out of the 
reports that were filed at the last meeting, but as these have not yet been 
published I will have to defer my questioning on them.

The Chairman : I think we should wait until that list is printed, and later 
the officials'will have the answers and material available.

By Mr. Pearkes :
Q. Did the corporation purchase considerable quantities of coal in the 

year in question for the naval establishments on Vancouver Island?—A. I am 
sorry, sir, I did not get the first part of the question.

Q- Did the corporation during the year under question purchase consider
able quantities of coal for the naval establishments on Vancouver Island?"
A. Yes, sir.

Q. I think the purchases ran somewhere to 10,000 tons?—A. Yes, sir, they 
did.

Q. In the main that was purchased from Alberta, is that correct?—A. I am 
afraid I will have to look up the file. I have not got it with me. |

Q. I think that actually from the figures I got from the return to the 
question I asked, over 10,000 tons were purchased from Alberta and only about 
500 tons were purchased from the coal mines on Vancouver Island. From the 
information that I received the price that was paid for the Alberta coal was 
higher than the tender made by the Vancouver Island coal people. Now, 1 
would like to receive an explanation as to that, and I would like to know , 
whether the B.T.U. was taken into consideration, and whether it was ever 
considered that delivery of the coal could be made direct from the mine® 
or rather, shall I say, purchased directly from the mines, from the colliery 
companies, rather than working through agents and thereby avoided the middle 
man’s fees. And another question perhaps you could answer: was it ever com 
sidered, were the proposals ever considered of delivering by scow direct to the 
naval establishments rather than by delivering to Victoria and having it trucked 
out to the naval establishments from Victoria?

The Chairman : That could be taken as a notice?
The Witness: I shall get the answers.
Mr. Pearkes : Oh yes, I would like a full explanation, because I might say 

there is much dissatisfaction in connection with that amongst the coal miner» 
in the island collieries, and around Nanaimo, that these contracts for coal to t 
be used on Vancouver Island were let to coal mines in Alberta where the coal 
had to be moved by rail to Vancouver and then shipped across to Victoria.

By Mr. Wright:
Q. You stated in the year 1949-50 there were something like 84,000 con

tracts having a total value of $221,538,679. What is the dollar value of those 
contracts for supplies from the United States and from Great Britain?—A. * 
think I have that here. The value of purchases made in the United States
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during the fiscal year 1949-50 was $3,537,206.90. During the same period the 
value of contracts awarded in the United Kingdom was $4,865,439.36.

Q. Were those the only purchases made outside of Canada?—A. Yes, sir.
Mr. Fleming: Every other cent was spent in Canada?
The Witness : Yes, sir.

By Mr. Browne:
Q. Mr. Chairman, the witness stated that in all cases of construction projects 

tenders were called. I understand from the previous witness we had that in the 
ease of the Peace River bridge, which cost $415,000, no tenders were called for.— 
A- In all cases where it was possible to do so we invited tenders on construction 
Projects but in some cases it was not possible, in cases of small repair work, for 
^stance, where there were no specifications or plans available, on work of that 
type we did not call tenders. In the case you speak of, the Peace River bridge, 
there was no invitation to tender.

Q. Why?—A. Because of the remote location of the bridge. To do so it 
V’ould have been necessary to employ engineers to examine the bridge and prepare 
a specification. If I remember rightly the work had to be done very very quickly,

time was a deciding factor there. I would have to look up the file to get all 
the information.

Q. I wonder if you could do that?—A. Yes, sir.

By Mr. Riley:
Q. Mr. Low, in your district offices there is a minimum figure over which you 

start calling tenders? What is that figure?—A. No, there is no set figure for 
the inviting of tenders.

Q. There is some discretionary power in the hands of your district rep
resentative?—A. That is correct, sir. If something is very urgently required 
he may obtain tenders by telegram or telephone instead of a formal document.

Q. Would he have to obtain tenders say if you wanted to buy a thousand 
hollars worth of groceries for a defence establishment?—A. Yes, on groceries, 
lenders are automatically invited.

Q. All by tender?—Â. Yes, sir.
Q. Are there any instances where he is allowed to purchase without calling 

lenders?—A. Yes, if something is urgently required he might obtain prices by 
telephone instead of inviting sealed tenders in the regular way.

Q. Is he given specific instructions about cases where he can?—A. Yes, sir, 
]n cases of emergency and so on, and in cases of up to $250 he does not invite 
^aled tenders, that is, go through all the formal routine of inviting sealed tenders, 
they have a special form that they use that is more of a bid form asking the 
‘°cal companies to quote prices.

Q. Let us take your district office, say, in Saint John. If your representative 
ffiere is responsible for the purchase of goods and services for the Department of 
Rational Defence in the New Brunswick area, will he go beyond the borders of 
^ew Brunswick in his call for bids?—A. Oh, yes, very often.

Q. Would it be possible, for those goods and services which are purchased 
lor one particular area, to have the bids confined to that area?—A. Well ! Our 
Policy is to invite tenders from as many companies as possible in the area to 
°I>tain competition. The answer to your question depends on the Department 
°I National Defence set-up ; in other words, if they have an establishment which 
c°Vers more than one province, then our district purchasing agent in one province

handle the whole requirement.
Q. In respect to these requisitions coming from National Defence, does your 

^strict representative in the province, or in the field, take directions from the
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National Defence personnel as to what type of commodity is most preferred by 
them, or with respect to the type of services which they would prefer to have?— 
A. Yes, sir; it is stated in the requisition, the type of commodity they require, 
and what they would prefer if they have any preference.

Q. Would the commanding officer of a military area be able to reject bids 
which were sent in from companies in that area, on a discretionary basis?—A. No, 
not unless it was necessary to send all tenders to the commanding officer for 
technical approval. In most cases, in pratically all cases, specifications arc 
provided to our district purchasing agent, he invites tenders in accordance with 
those specifications and he awards contracts to the companies which quote the 
lowest prices.

Q. Irrespective of communications he might get from officers of the defence 
personnel?—A. Quite correct.

By Mr. Fraser:
Q. I think Mr. Low mentioned the fact that there are 84,600 contracts. Could 

he list for us the number of contracts under $5,000, the number between $5.000 
and $15,000; and could he give us the different categories of the contracts from 
$15,000 up?—A. Yes, sir.

The Chairman : That can be supplied at a later meeting.
Mr. F raser : You would be able to get that information for us?
The Witness: Yes sir.

By Mr. Fleming:
Q. Coming back to this list of your material suppliers, was it available for 

the offices of all the thirteen district purchasing agents?—A. Yes sir.
Q. What were their instructions? How far afield would they go in inviting 

tenders?—A. Each district office maintains its own mailing list. Each division of 
the general purchasing branch here in Ottawa also maintains its own mailing lis*' 
Arid then, we have in addition a master mailing list which includes all the mailing 
lists which are maintained by the different offices.

Generally speaking, the district purchasing agent in Victoria would not come 
to the east to buy stores. I might explain that the main function of the district 
purchasing agents is to buy foodstuffs for the camps in their areas, and also to 
buy goods which are urgently needed by National Defence. All the other larger 
contracts are awarded here in Ottawa.

Q. And those awards in Ottawa are based on your master list?—A. That is 
correct.

Q. Would that master list include all the names on the local lists of the 
thirteen district purchasing agents?—A. Yes sir.

The Chairman: Would it not include also the principle that small quantifie® 
when required, for example lumber and wood for heating purposes, might be 
purchased?

The Witness: Yes; it includes anything.

By Mr. Fleming:
Q. And coal?—A. Yes sir.
Q. Would the case which General Pearkes mentioned be handled at Ottawa 

or through the local purchasing agent in British Columbia?—A. It was handled 
here in Ottawa.

By Mr. Thatcher:
Q. But would not all of these purchases now be handled by the new depart' 

ment?—A. That is right.
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Q. Can you tell us if in the year under discussion your department did any 
stock-piling at all for the department?—A. Yes sir, we did some for the Depart
ment of Trade and Commerce.

By Mr. Fleming:
Q. You stock-piled butter. That is one thing.—A. Not in that fiscal year.
Q. No?—A. That was the year before.

By Mr. Thatcher:
Q. Could you tell me the products of nature of the goods you stock-piled? 

were they raw materials?—A. Raw materials, yes, largely.
Q. Wool, for instance?—A. No wool.
Q. Then what?—A. Tin, antimony; mainly tin and antimony.
Q. You have not got any details of that?—A. No.
Q. Perhaps you could give them to us at the next meeting.
Mr. Fleming: And when you do, we would like to know to what extent that 

material is still on hand. Or, has it been let out of your corporation reserves since?
The Witness : I can answer you now. It is still on hand.

By Mr. Fulton:
Q. Could Mr. Low provide the committee with some of the directives issued 

t° your local purchasing agents as to what practice they will follow in connection 
Mth tenders?—A. Yes sir.

Q. I am thinking of the answer you gave to Mr. Riley.—A. This book 
contains them. This is the manual. Each official is provided with a copy of this 
manual, which lays down the rules and regulations.

Q. That is a fairly bulky book. I shall not ask you to table it; but would it 
be possible for you to produce three or four directives which would give us in 
effect an outline of the instructions?—A. Yes sir.

The Chairman: I think we might ask an officer of this corporation to 
uraft a short summary to give us a general idea of the kind of instructions sent 
°ut. That would give us a better picture than to have only one. We may include 
°ne, if you insist; but I think a summary could probably be drafted which would 
§lve us a general idea, without going into all the details, of course.

By Mr. Fulton:
Q. Could you give us an outline? Is it possible for you to give us an 

°utline of the principles which are followed in determining whether a matter 
Mil be handled at Ottawa or whether it will be decentralized to your local 
purchasing agents?—A. Well, yes. Generally speaking, the requisitions handled 
ln a district office come from the command officer of that area. They are what 
We call local requisitions.

The officer commanding a certain camp will requisition on our district 
Purchasing agent in that locality. However all requisitions for foodstuffs would 
be filed with the corporation here at Ottawa, and we send them out to our district 
Purchasing agents across Canada.

Q. You referred to a coal transaction which General Pearkes mentioned. 
On what principles would the decision be made that that matter would be 
handled from Ottawa rather than handled locally?—A. That would form a small 
Part of our annual requirements for coal, all of which are dealt with in Ottawa.

Q. Have you then a list of certain commodities which must be dealt with 
through Ottawa?—A. No, sir.

Q. It just depends on the individual circumstances?—A. That is right.
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Q. Could you give us a short statement of the general principles which 
govern you in deciding what commodities should be handled centrally?—A. Yes, 
sir, we can do that.

By Mr. Riley:
Q. Mr. Low, what steps do you take in respect of your field offices to 

prevent that practice which is known south of the border as “5 percenting ■ 
Do you have a check against that?—A. By means of competitive tenders. You 
are talking now of our district offices? _ Z?

Q. Yes?—A. I may say that we have two independent inspectors, one in 
eastern Canada and one in western Canada, whose duties are to go in to each 
district office and examine their files and make sure that everything is in order.

Q. Have you had any complaints about that practice in any of your distnc 
offices?—A. No, sir.

By Mr. Fleming:
Q. May I ask a couple of questions generally about the way that the 

system has worked out? Have you been satisfied with the way that the system 
of purchasing has worked out?—A. You mean the competitive tendering 
system?

Q. Yes, and I am speaking of the system in general. You can break your 
answer down if you wish?—A. Generally speaking, I am satisfied.

Q. Just following up your last answer to Mr. Riley, have you had any 
complaints about the way the methods of purchasing have been carried out 
generally by the officials and employees of the corporation, or by the local 
offices or your head office?—A. No, sir.

Q. You never had a complaint?—A. Not that I can recall.
Mr. Thatcher: You must have had a complaint from the Saskatchewan 

government?
The Witness: I think the question is whether we have had complaints 

about procedures and purchasing policy.

By Mr. Fleming:
Q. I will leave the question of territorial allocation to Mr. Thatcher. What 

I am getting at is the question of complaints received from the public, or anyone 
else—from contractors, or suppliers, or anyone else, as to your procedures—first 
of all, as to whether they are sound and fair procedures, and secondly as to 
whether there have been departures from them?—A. I cannot recall receiving 
any complaints of that nature.

Q. When you say you cannot recall I have to ask you to look up the 
records and give a complete answer at a later meeting.

By Mr. Nowlan:
Q. With respect to complaints, what is the procedure about making 

available plans and specifications for construction projects?—A. Usually we 
charge for plans and specifications. There is a deposit required of $25—or it 
may be more depending on the plans and specifications. The contractor has 
to make a deposit of $25 in order to get a set of plans and specifications and 
that $25 is returned to him when he returns the plans and specifications in 
good condition.

Q. How many plans and specifications are available?—A. Well, it depends 
on the nature of the job. Of course, plans and specifications are prepared by 
the Department of National Defence and they would ask our people what they 
thought would be necessary, how many copies of plans and specifications would 
be required. The answer may be 25 or 50 sets, but more can be run off if more 
are requested.
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Q. Have you not had complaints from tenderers who were unable to get 
copies?—A. I beg your pardon?

Q. Have you not had complaints from tenderers who were unable to get 
copies of plans and specifications?—A. There may have been but I cannot recall 
any such complaints. The plans and specifications are also on display in the 
Builders Exchange in the locality of the project so that a contractor may look 
at the job and decide whether he wants to tender.

Q. I am thinking particularly of sub-contractors. How many copies of 
Plans and specifications would be available for subcontractors who might ask 
tor them?—A. They would get them from the prime contractor who would 
get them from us.

Q. He would get them from the prime contractor, but the prime contractor 
Would have a limited number?—A. He can go over the plans in the Builders 
Exchange.

Q. They would be available to him there?—A. Yes.
Q. Well, I have in mind eases of local subcontractors in Nova Scotia who 

cannot get plans and yet contractors in Ottawa always have plans available 
and can tender on them. I was wondering what your comment would be?— 
to- Well, plans and specifications are made available to all prime contratcors 

ask for them, and, of course, it is their responsibility to provide them to 
toe subcontractors.

Q. Well, they say that the time is very short for the figuring they have to 
c,o themselves and the subcontractor has no chance.

Mr. Macdonald: The witness cannot speak on construction. You are not in 
construction and I believe Mr. Nowlan’s question does not refer to the year under 
examination.

Mr. Sinclair: More than that, there has been a great change in the practice.
Mr. Thatcher: This is a projection which the chairman has been gracious 

enough to allow.
The Chairman: We have not yet been able to appreciate the significance 

°f this and, as I have not the details, I assume Mr. Nowlan’s question applies 
to 1949-50. I will take his word for it.

Mr. Sinclair: Well, is this a fair question? Since this has been handled 
oy the Department of Defence Production there has been a change in the policy 
as far as subcontractors are concerned? And what you are referring to is the 
Policy you carried out in 1949-50 when you had relatively few construction 
Projects?

The Witness: Yes.

By Mr. Fleming:
Q. What was there in your practice that has led to departure sincç?—A. I 

bright say that Canadian Commercial Corporation was not responsible for 
carrying out construction projects after November of last year, I think it was. 
1 do not know what changes have taken place since that time—I have no 
knowledge.

Q. Mr. Sinclair has referred to a change in the method and I was wondering 
What was in your method that has led to change or departure from it?

Mr. Sinclair: It was not their method—it was this matter of getting things 
spread around the country to subcontractors.

Mr. Fleming: That is again the territorial allocation.
Mr. Sinclair: Partly.
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By Mr. Fleming:
Q. Your answer to Mr. Nowlan has reference to construction contracts?— 

A. Yes. . .
Q. What about specifications for materials?—A. Specifications for materials 

are sent out with the invitation to tender to different companies. They are not 
so bulky. , '

Q. You would not have plans in the ordinary case with them. It would 
be done by written specifications?—A. Yes.

By Mr. Fulton:
Q. Mr. Low, did Canadian Commercial Corporation have charge of the 

awarding of contracts for consultants. I am thinking of such things as on page 
N-24 where consultants fees are shown for a number of projects. Did y°u 
determine, for instance, wrho would be the architects?—A. Yes, sir, in consulta
tion with the Department of National Defence.

Q. What procedure did you follow in those cases?—A. We tried to select 
the architect or consultant nearest the location where the work was being 
carried out—a man wdio had the necessary ability to carry out that particular 
work.

Q. So would it be correct to say that you did not ask for tenders f°r 
consultants?—A. No, sir, we did not ask for tenders for consultants. Their fees 
are all standard fees and we select a consultant in the area where the work is to 
be carried out.

Q. Did you have available a list of those men and treat each case sepa
rately?—A. We were building up a list when this work was transferred. We 
had a book which was published I think by the Royal Architectural Institute 
of Canada.

Q. Did you consult that book?—A. Yes.

By Mr. Thatcher:
Q. I wonder if Mr. Low would state whether in many cases in the Cana

dian Commercial Corporation the matter of cash discount enters into the pic
ture?—A. Yes, sir, indeed.

Q. You save substantial amounts by taking cash discounts?—A. Yes. We 
reviewed that situation some time ago and we found we could not take advan
tage of cash discounts under 2 per cent thirty days. If a man quoted us 2 per 
cent ten days it was almost hopeless because, by the time the stores reached the 
destination, were inspected and the receipt voucher came back to the Treasury 
officer the ten days had expired. The last review we made of it three or foul 
years ago indicated that we were able to take advantage of 90 per cent of the 
cash discounts—2 per cent thirty days or longer.

Mr. Richard (Ottawa East) : Do you take 1 per cent?
The Witness: Oh, yes, sir.

By Mr. Fraser:
Q. Mr. Low said they take advantage on inspection services of anyone in 

the district but on page N-35 you have a firm Milton Hersey Company, Limited, 
employed in Prince Edward Island, and then the same firm was employed as 
inspectors in Manitoba.—A. Sir, I was not dealing with inspection.

Q. I thought you were?—A. No, I am sorry. We were dealing with 
architects.

Mr. Riley : Architects do not give you cash discounts.
Mr. Fraser: It would be the same thing.
The Witness: Milton Hersey Company Limited are chemical engineers. 

They are not in the architectural business.
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Mr. Riley: Have you ever been able to obtain cash discounts from engin
eering firms or other professional people?

The Witness: No, sir.

By Mr. Fleming :
Q. I would like to follow a little further your answer about the basis on 

which you consulted persons or firms who were to render a service, not including 
materials; obviously that was done on a selective basis. Now, the only basis 
you have indicated was that the individual or firm should be conveniently 
situated to the project. Is there anything else?—A. And have the necessary 
Qualifications.

Q. And have the necessary qualifications.—A. That is right.
Q. How did you make selections as between various individuals or firms 

ln that category? Was it very difficult?—A. If there were two firms in the same 
location, equally qualified, one contract may go to one firm and the next 
contract to the next firm.

Q. Would you try to steer them that way?—A. Oh, yes, we would spread 
the business around, and in some cases we found a firm could not take on a 
J°b they would have so much work on hand, and we .would give it to the other 
firm.

Q. Are we to understand it was the policy that C.C.C. would spread con
tacts involving professional services as widely as possible?—A. That is correct, 
sir.

Q. Because in some of the pages we have seen in the book of public accounts, 
s°me of us have been rather struck by the fact that there was not so very many 
of the firms rendering professional services; when I say “professional services” 
f am not confining it to architects. There may be services of owners agents, and 
services of that kind. The spreading, I am bound to say for my part, is not 
very impressive as reflected on these pages.

The Chairman: Do you mind being more precise?
Mr. Fulton : N-24 is one.
The Chairman : That is the “consultants’ fees”.

_ Mr. Fleming: Yes, under the heading “consultants’ fees”. I do not want to 
anticipate the return that some of the witnesses from National Defence are 
bringing up with regard to this page. They were going to bring us back a break
down of the services rendered for some of these fees. If the witness would like 
fo review that matter and bring us a fuller statement at a later meeting, I would 
be quite content.

By Mr. Thatcher:
Q. Mr. Chairman, I wonder if Mr. Low would state whether in the year 

under question his department purchased all the cars, say, for the various 
departments.—A. No, sir.

Q. Which department would do that—each department buy their own?— 
A. We just purchased mechanical transport for the Department of National 
Defence.

Q. In -other words, there is not central purchasing agency in the govern
ment.—A. No, sir.

Q. Would it not be possible and make for economies to have such an 
agency?

The Chairman : Well, that is a question of policy. He can answer for what 
he is asked to do, but I -don’t think it is up to him to express himself as to the 
government policy.

Mr. Thatcher: Maybe it is a recommendation we could make.
The Chairman : That is for the committee to look into.
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By Mr. Thatcher:
Q. Which department did you say you purchased cars for?—A. The Depart

ment of National Defence. fes
Q. Can you buy them direct from the various companies for the depart

ment?—A. Yes, sir.
Q. It seems strange to me some of the other departments are buying them 

from local dealers. It seems to me if we had a central purchasing agent for ah 
departments—and I think Canadian Commercial Corporation would be a good 
place—the taxpayers may save a certain amount of money.

Mr. Croll: But you are protesting unless they buy in Saskatchewan.
Mr. Thatcher: No, no; there is an awful difference between purchasing 

and manufacturing.
The Chairman : You mean that you would want to know if the govern

ment should have a central purchasing agency for all departments.
Mr. Thatcher: That is right.
Mr. Fulton : We can ask Mr. Low as an expert witness his opinion on that 

question, as to whether economies could be made.
The Chairman: No. You can ask him any question on what he is asked 

to do by the charter of his corporation, according to his own duties, and ask 
him to express an opinion ; you might ask him whether he is satisfied with the 
way the system worked.

Mr. Fulton: Suppose we ask the question, whether he feels Canadian Com
mercial Corporation would be able to undertake central purchasing.

The Chairman: I am sure he will say yes, they would have been able to 
do anythink in that line.

Mr. Fulton: Ask him whether Canadian Commercial Corporation would 
have been able to undertake central purchase of motor vehicles for all govern
ment departments at a saving over the present system.

The Witness: If you will re-word the question, and cut out the “saving’ •
Mr. Fulton: Well, I will take it in two bites : would the Canadian Com

mercial Corporation be able to undertake the job of central purchase of motor 
vehicles for government departments.

The Witness: Yes, sir.
Mr. Thatcher : Could you have done it at a saving?
The Witness: I don’t know what price the other departments are paying» 

therefore I am not in a position to answer.
Mr. Thatcher: Some of them buy from local dealers, therefore you could 

have made a saving.
The Chairman: It is not within the knowledge of the witness to answer that.
Mr. Thatcher: How many purchasing agents has the federal government 

got? Does that mean there are 20 odd purchasing agents in the—
Mr. Fraser: What do you mean by the word “odd”?
Mr. Thatcher: 20 at least. This may be a way of saving money. I was 

under the impression Canadian Commercial Corporation did most of the pur
chasing for the various governmental departments. If it is not doing it for 
Defence this year, what department is it purchasing for?

Mr. Croll: It is not in business any more.
The Witness: The Canadian Commercial Corporation is now really a sales 

agency ; it acts only for foreign governments—the United States and the United 
Kingdom, and any other governments who wish to obtain military stores from 
Canada, and in carrying out the purchasing function it is really like a requisi-
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tioning agency. We make a sale to the United States, and we obtain the contract 
and place it with Department of Defence Production, and they carry out the 
contract.

Mr. Thatcher: You do no purchasing for local departments.
The Witness: No, sir.
The Chairman: Not any more; they did in 1949-50.
The Witness: Not since, the first of April, 1951.
Mr. Thatcher: Maybe I am wrong, but it seems to me that central pur

chasing is something that might save the taxpayers some money. How are we 
going to get that?

The Chairman: It is something that may be discussed when we look into 
°ur prospective report.

Mr. Fleming: There is something that does lie properly within our enquiry 
a°w, and within the competence of the present witness; from the experience you 
had in Canadian Commercial Corporation, during the present year with 
Purchases—

The Chairman: You mean the year under review?

By Mr. Fleming:
Q. Yes, the year under review—Aggregating nearly a quarter of a million 

dollars, are you satisfied that the method that was followed of channelling these 
Very substantial purchases for the Department of National Defence through the

purchasing agency did result in savings to the government of Canada?—A. 
Yes, sir.

Q. Would you care to estimate the extent of the savings?—A. I am very 
sorry, I could not do that.

Q. In percentage? I am not expecting anything exact, but I am thinking 
you may have some approximation.—A. No, I am sorry I could not give any 
Judication.

Mr. Croll: Do you remember Mr. Ilsley’s estimate on the price controls 
111 the House?

Mr. Fleming: Are you satisfied savings were made in the purchase of 
Materials?—A. Yes, sir.

Q. Are you satisfied savings were made in connection with construction 
contracts?—A. Yes.

Q. Are you satisfied savings were made in connection with contracts for 
services, whether professional or otherwise?—A. That is right—well, on profes- 
S1°nal services I could not say if savings were made, 'because they are all of a 
standard rate, but probably by the selection of the most competent firm in the 
ueld we have effected savings.

Q. You think you have done that in that way?—A. Yes.

By Mr. Riley:
Q. In your opinion, along the line that Mr. Thatcher was following a moment 

ago, if a central purchasing agency was set up by the federal government in 
order to effect savings, would it not be true, from your experience, that almost 100 
Per cent of the commodities purchased by the government would be purchased 
Jn the provinces of Quebec and Ontario, if the central agency were set up on 
a low tender basis?—A. Not necessarily. You have to maintain district offices 
such as we had, and, as a matter of fact, it would be necessary to have central 
stores. You could not set up a central purchasing agency without having ware
houses to store standard items. Requisitions would flow from the user to the 
Warehouse. If the warehouse could supply the item it would do so; if not, it 
Would send a requisition to the nearest district purchasing office.
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Q If such an agency were set up you would actually then purchase directly 
Irom the manufacturer in order to effect the most saving.—A. Yes, you would 
endeavour to obtain your supplies in carloads instead of L.C.L. lots.

Q. Well, would it not be true that nearly 100 per cent would come front 
Quebec and Ontario.

Mr. Thatcher: The witness said it would not.
Mr. Croll: It seems reasonable what Mr. Riley says, that if you are going 

to buy carload lots from the manufacturer, and the manufacturing industries 
in the main are here, then purchasing would naturally follow.

The Witness: Yes, that is quite true, but there would still be some—
Mr. Wright: They would still come from the same manufacturer whether 

purchased in the province or purchased centrally.
Mr. Thatcher: Whether purchased singularly or by carload?
Mr. Croll: Not necessarily.
Mr. Fleming: Mr. Chairman, I -was going to ask a number of questions 

along the line of the types contracts, but I think it is a little late now to open 
up that subject. We could indicate to Mr. Low, so that he will be able to bring 
to our next meeting one or two things he will be prepared to discuss at the next 
meeting—kinds of contracts, the various classes, and perhaps have some forms 
here with him, the forms that were in use by the corporation. Just for the sake 
of clarity, when I asked earlier for a statement in regard to retaining the services 
of professional persons, architects, owners agents and engineers, and so on, 
I gave an example, page N-24, I was not confining it to that; you will find 
other pages, N-36, 37, 38; you will find others of that kind here; they are 
easily to be found in these pages. Would you, then, bring to the next meeting 
a statement with detail of the purchases in this period of any surplus that ha» 
previously been owned by the government and was declared surplus, if there 
was any.

The Witness: We will try to get that, but it is a pretty tall order.
The Chairman: That might not be ready for the next meeting. At the 

beginning of the next meeting we will have the answers, first to the question» 
that were already sent in writing, and then answers to the questions asked 
today. The meeting stands adjourned until Thursday morning at 11 o’clock.

The meeting adjourned.
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MINUTES OF PROCEEDINGS

; v House of Commons, Room 430.
Thursday, June 7, 1951.

The Standing Committee on Public Accounts met at 11.00 o’clock a.m., the 
Chairman, Mr. Philippe Picard, presiding.

Members -present: Messrs. Ashbourne, Benidickson, Blue, Boisvert, Boivin, 
Brisson, Campney, Cauchon, Cavers, Cloutier, Fleming, Fournier (Maisonneuve- 
Rosemont), Fraser, Gibson, Helme, Johnston, Kirk (Antigonish-Guysborough), 
Afacdonnell (Greenwood), Macdonald (Edmonton East), Major, Nowlan, 
h’earkes, Picard, Richard (Ottawa East), Riley, Robinson, Stewart ('Winnipeg 
North), Thatcher, Wright.

In attendance: The following officials of the Canadian Commercial Corpora
tion, namely: Mr. W. D. Low, O.B.E., Managing Director; Mr. W. J. Atkinson, 
O.B.E., General Purchasing Agent; Mr. F. F. Waddell, Secretary and Legal 
Adviser.

The Committee resumed consideration of Public Accounts for the fiscal 
year ended March 31, 1950.

The adjourned examination of Mr. Low was resumed. In the course of the 
said examination, Mr. Thatcher moved:

That the Minister of Defence Production be requested to appear 
before the Public Accounts Committee at an early date, for the following 
purposes:
1. To explain government policy and methods in the allocation of defence

contracts.
2. To give the reasons why the Prairie and Maritime provinces have

received and are receiving such a small proportion of defence
contracts allocated.

3. To discuss the feasibility of setting up a central purchasing agency
for all government departments.

In amendment thereto, Mr. Fleming moved:
That the following be added to the proposed motion of Mr. Thatcher:

4. To discuss such other matters as the Committee may. wish to question
the minister about.

After discussion, Mr. Thatcher agreed to the addition contained in the 
Proposed amendment of Mr. Fleming and further, to the substitution of the 
"'’Ord “invite” for “requested” in the original motion.

After some debate thereon, the said proposed motion of Mr. Thatcher, as 
fended, was ruled out of order on the ground that it entailed questions having 
to do with government policy, hence without the scope of the Order of Reference.

And the ruling by the Chairman having been challenged by Mr. Thatcher, 
"he said ruling was sustained, on a show of hands, on the following division: 
*eas, 14, Nays, 8.

87668—11
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On motion of Mr. Wright,
Resolved—That Mr. Howe, Minister of Defence Production, be invited to 

appear before this Committee with regard to contracts let during the fiscal yW 
1949-50, nowr under review' by this Committee.

And the examination of Mr. Low still continuing; the said examination 
was adjourned to the next meeting.

At 1.10 o’clock p.m., the Committee adjourned to meet again at H-3Û 
o’clock a.m., Tuesday, June 12th.

ANTOINE CHASSÉ,
Clerk of the Committee.



MINUTES OF EVIDENCE

House of Commons,
June 7, 1951.

The Standing Committee on Public Accounts met this day at 11:00 a.m. 
The Chairman, Mr. L. Philippe Picard, presided.

The Chairman : Gentlemen, I see a quorum. We shall start our pro
ceedings with Mr. Low answering a number of questions which were asked at 
the previous meeting.

Mr. Thatcher: Mr. Chairman, before you start with that, would you be 
to give me thirty seconds in order to make a motion about some-

The Chairman : AVell, the agreement was that at each meeting we would 
start this way, and after that we could take up the order of the day in the 
regular manner. I may recognize you then.

Mr. Thatcher: This would only take thirty seconds, Mr. Chairman.
The Chairman : Yes, but dealing with it might take half an hour.
Mr. Thatcher: It would be along the lines of what we did at the last 

meeting. I think I would be in order, Mr. Chairman, but I do not want to 
Press it.

The Chairman : Is there any objection to our proceeding as usual and 
Setting the answers first?

Mr. Thatcher: Except that my motion has to do with what was done at 
"e last meeting, before you start something new.

The Chairman: We are not starting something new. We want to get the 
answers to questions asked before we start something new.

Mr. Thatcher: Very well. *
The Chairman: Shall we go on? Now, we shall hear from Mr. Low.

good enough
thing?

Mr. W. D. Low, O.B.E., Managing Director of the Canadian Com
mercial Corporation, called :

The Witness: Mr. Chairman, the first question was asked by Mr. George 
C. Nowlan with respect to married quarters erected at Newport Corners, Nova
Scotia.

The quarters in question consist of:
(a) Six houses, Peerless Plan 773, 5-room, 1^- storey, including clearing, 

excavation, roads and fencing for the project.
(5) Utilities and services, including well and water storage tank, sewage 

and water facilities.
Tenders were invited by means of advertisements in the local papers, the 

'-O-nada Gazette, and the Daily Commercial News and Building Record. Three 
Companies submitted tenders, the lowest being that of J. H. Hicks and Sons 
Limited, Bridgetown, N.S., in the amount of $91,776.75.

559
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The next lowest tender in the amount of $92,800.00 was submitted by 
Ralph and Arthur Parsons Limited, Windsor, N.S., but the tender was not 
complete as it did not include the cost of erecting a water storage tank. The 
company undertook to erect a tank on the basis of cost plus 5 per cent.

The third tender in the amount of $110,485.25 was submitted by the 
Annapolis Valley Construction Company Limited, Truro, N.S.

The contract was awarded to the lowest tenderer. .
The next question, Mr. Chairman, wras with respect to the total value of all 

orders issued by district purchasing offices across Canada from April 1, 
to March 31, 1950. The details are as follows:—

Total Dollar Value 
of Orders

St. John’s Nfld. 
Halifax, N.S. .. 
Quebec, Que. .. 
Montreal, Que. 
Ottawa, Ont. .. 
Toronto, Ont. .. 
London, Ont. .. 
Winnipeg. Man. 
Regina. Saak. . 
Calgary, Alta. 
Edmonton, Alta 
Vancouver. B.C. 
Victoria, B.C. .

$ 235,229.24 
4,576.090.34 

955.781.55 
1.994.969.04 
3,110.879.50 
2,862.537.44 
2.028.586.07 
2.846.771,31 

294.240.88 
U70.692.02 
2.578.599.69 
2.342,298.78 
1.541,935.16

It will be noted that there is no figure there for Saint John, N.B. That offi-e 
was only opened on April 1, 1950.

By Mr. Thatcher:
Q. What precisely do these figures include? Do they include fuel for 

ships and things of that kind?—A. Local purchases, consisting mostly of food
stuffs and small requirements, required by local commands.

Q. For the army and the air force?—A. For the three services.
Q. I see.—A. But large requirements, such as annual requirements for fuel 

would be handled by headquarters in Ottawa.
Mr. Johnston: What was that item of $2,578,599.69 for Edmonton, and 

the item of $1,170,692.02 for Calgary? What would they include?
The Witness: That would cover purchases made by those offices. I aIP 

coming to that later. I have a statement outlining how we divide the work 
between our district offices and the Ottawa office.

Mr. Fleming: Is it to be expected that purchases made through the local 
purchasing offices will reflect the number of personnel of the armed • forces 
quartered in those particular districts?

The Witness: That is correct.
Mr. Thatcher: These are not the figures which Mr. Wright asked for at 

the last meeting. I think he asked for a breakdown.
Mr. Weight: Of $211 million.
Mr. Thatcher: Have you got that figure with you today?
The Chairman: He had a copy of the transcript and he extracted from it 

the questions and prepared many answers. Others may come later. I suggest 
that if the answers given today do not include what is wanted, we can ask later 
on for the answers to be produced.

By Mr. Fleming:
Q. 1 hat figure of $221,538.000 was the total of purchases both from the 

central bureau and from the 14—or the then 13—local purchasing offices. L 
we totalled up the figures given to us just now by Mr. Low, we would have the 
total of purchases made through the 13 local purchasing offices, and we could
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infer that the entire balance was purchased through the central bureau at Ottawa. 
I-s that correct?—A. Yes, except for those purchases made 'by our London and 
Washington offices.

Q. You mean London, England?—A. Yes.
Mr. Thatcher: I do not think that your breakdown is what Mr. Wright 

Wanted.
Mr. Wright: I think probably you will have an answer to come later. 

1 asked for a breakdown of the $22i million total as spent between the different 
Provinces, or spent in the different provinces on contracts let, plus these other 
figures you have just given.

The Chairman: Does your answer have to deal only with requests for infor
mation as to wdiat purchases were made locally? Your question is probably 
°n the list. It may not be ready. I do not known It may be given to us at 
the next meeting.

The Witness: I have the purchases by provinces.
Mr. Wright: That was it.
The Chairman: You can give it to us later.
The Witness: The next question asked was for a statement of the various 

reasons why we would not accept the lowest tender.
The answer is:

(a) When the lowest tender was submitted by a contractor whom wre 
knew, from experience on previous contracts, could' not carry out the 
proposed contract according to its terms.

(b) When the lowest tender was submitted by a contractor with wdiom 
we had no previous contractual experience and when, after investiga
tion, it was decided that he did not have the facilities to carry out 
the proposed contract according to its terms.

(c) When the terms of delivery offered1 by the lowest tenderer were not 
acceptable to Department of National Defence and he could not 
improve the terms of delivery.

(d) When the lowest tender did not provide for the supply of stores 
according to specification.

(e) When the lowest tender was not a firm price and contained provision 
for escalation, provided that the lowest tenderer woiild not remove the 
escalation provision and we were able to obtain a better offer from 
the next lowest tenderer.

Mr. Fleming: Do you want us to withhold our questions on this subject, 
Mr. Chairman?

ha
The Chairman: If your question is pertinent to this, we might as well 

ve it, so as not to have to come back eternally to the same thing.

By Air. Fleviing:
Q. There are two aspects of this to which I would like to refer. Have you 

an7 statistics available as to the number of contracts as to which, for these 
Tspeetive reasons, you did' not accept the lowest tender?—A. No. They would 
oe very small. To get you an answer would mean examining all our files to 
determine those cases where the contract was not awarded to the lowest tenderer.

Q. Did you start off with some fixed principles laid down with reference 
the type of case in which you would not proceed by accepting the lowest 

tender? This evolves out of some experience, does it not?—A. Particularly in 
Cases of new contractors. I think I mentioned at the last meeting that we had
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a case where a contractor quoted a price which we knew was ridiculously k)W'
He had never made the article before. And firms with long experience of that 
particular line had also tendered prices which were quite a bit higher.

Before we awarded a contract to this man, we examined his plant and 
we found that he did not have the facilities or the personnel. In spite of that, 
we gave that contractor an opportunity to make a sample. It happened to 
be a great coat. He made up the sample and it was rejected.

Then he asked for an opportunity to make a second sample. So he made 
it and again it was rejected by the inspection services. Therefore we terminated 
the contract.

That is one case where a firm will quote a low price, not realizing what 
they are up against. i

Q. I suppose it could become a serious matter, especially in the case ot 
someone with whom you have done business before. Assuming that he com
pleted the contract on the prior occasion and submitted the lowest tender, » 
you reject it, you must arrive at the conclusion that he may not be able to 
complete it on the ground that he has not got the necessary personnel or 
experience to complete it.—A. That would not be done in the case of an 
experienced contractor.

Q. I am interested mainly in the first two reasons you gave us. We can 
quickly dispose of cases where you reject the tender for informality. That 
is quite common; or where delivery is not promised in accordance with the 
requirements.

It is your first two points, it seems to me—without having before us any 
concrete cases that you can point to as illustrations—which might conceivably) 
under some circumstances—I am not suggesting they existed at all, I am merely 
after information—which could give rise to a rejection on your part based on 
your opinion as to whether or not a contractor was a suitable contractor for 
the purpose.—A. I might say that there were very very few of those cases, 
and each one was carefully gone into before we rejected the lowest tender.

Q. Who would go into them? Can you indicate the procedure followed 
in cases of that kind?—A. We would send competent people to the plant to 
inspect it.

Q. People in your own employ?—A. People in our own employ, or we 
might get assistance from the Department of National Defence.

If the matter concerned the clothing field, we would call on the inspection 
services to provide us with qualified technical officers to examine the plaD 
along with one of our representatives.

Q. You say there were very few cases of this kind. Possibly Mr. Atkinson 
could give us an approximate idea of the number they amounted to?—A. I anl 
sorry.

Q. I am not suggesting that you would have anything like an exact figuie 
on this. As you have said, there were very few of them.—A. The one case 
I have in mind was that of the great coat. That is one I distinctly remember, 
because I dealt with the file myself. There may have been one or two others 
but I cannot recall them. And as I say, it would mean looking over a 
number of contract files to determine just what cases were involved. I 
not hazard a guess as to the number.

The Chairman: If any member has in mind any such case on which be 
wants information, and for which the file would have to be obtained, tha 
could be done. But I agree with Mr. Low that reviewing a whole lot of fibs 
of the corporation might take quite a long time.
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By Mr. Fleming:
Q. I am not asking that Mr. Low go through all the 84,600 contract files 

for this purpose. He says there may be a few cases and he mentioned one. 
If there be one or two, or if he could count them on the fingers of one or two 
hands, it would satisfy my curiosity on the point.—A. I would say there would 
n°t be any more than ten cases to the best of my recollection.

Q. On all grounds or only on the first two grounds?—A. On the first ground.
Q. On the first basis for rejection of the lowest tender?—A. Yes, lack of 

experience. I might say on that point, very often when we are dealing with a 
contractor with someone who has not carried out a previous contract and 
before, if we have any doubt as to his ability, we give him a trial order. We 
fey to give him an opportunity.

If he submitted1 the lowest tender, or has quoted the lowest price, we feel he 
should be given an opportunity. So we would give him a trial order for a small 
quantity to see how he makes out. And if he is successful, we would then give 
him further contracts.

Mr. Macdonnell: I appreciate what Mr. Low has said about the case 
where a man might tender to do something which he could not do, and what Mr. 
how says about inquiries which are made with respect to companies. Would 
there be a certain number of -cases where a company was newly organized for the 
Purpose of carrying out a contract which they hoped to receive and which in 
fact they did receive from the C.C.C.? I presume there would be some cases of 
that kind, would there not?

The Witness: I cannot recall any cases at that time. We are discussing 
1949-50.

Mr. Macdonnell: Yes.
The Witness: I cannot recall any new companies. There may have been, of 

course.
The Chairman : The witness stated at the last meeting that during the war, 

there were cases of companies being formed for that purpose. But with respect 
to the year 1949-50 he states that he does not know of any.

Mr. Thatcher: I think Mr. Low stated at the last meeting that these con
tracts are left' f.o.b., wherever the goods are wanted, rather than f.o.b. at the 
factory which makes the goods.

The Witness : That is right.
Mr. Thatcher: It seems to me that such a practice makes it terribly diffi

cult for outlying provinces to compete; and if the contracts- were let f.o.b. the 
factory, it would be fairer to the industries in other parts of Canada. But you 
have nothing to do with that now?

The Witness: Oh, yes, indeed I have. I have a statement to make on that 
Point later on.

Mr. Thatcher: Oh, you do have something?
The Chairman: There are about twelve answers to be read.
Mr. Thatcher: Thank you. Very well.

By Mr. Fraser:
Q. With respect to the question you just asked, would that cover contracts 

f°r construction as well?—A. Every type or kind of contract.
Q. Every kind of -contract?—A. Yes, that is right.
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The next question, Mr. Chairman, was asked in connection with the coal 
requirements for Esquimalt. The requirements covered a total tonnage of 15,600 
and contracts were entered into as follows:

Alberta (Victoria) Coal Co. Ltd., Victoria, B.C. (for coal produced 
by “Cassidy” Mine located at Nanaimo, B.C.) 10,450 ton®, prepared 
stoker for delivery into bins and/or stockpile at locations shown:

5,000 tons to H.M.C. Dockyard, $11.60 per ton.
300 tons to R.C.N., Colwood, B.C., $11.75 per ton.
4.500 tons to H.M.CS. “Naden”, $11.65 per ton.
650 tons to C.S. College, Royal Roads, $11.90 per ton.
2.500 tons, bituminous lump to H.M.C. Dockyard, $13.00 per ton.
50 tons, bituminous lump to R.C.N., Colwood, B.C., $13.15 per ton.
Kingham-Gillespie Coal Co. Ltd., Victoria, B.C. (for coal produced 

by “Comox” Canadian Colleries (Dunsmuir) Ltd., Vancouver Island, 
B.C.)

2,000 tons, bituminous lump to H.M.C.S. Naden, $13.15 per ton.
Walter Walker & Sons Ltd., Victoria, B.C. (for coal produced by 

“Comox” Canadian Collieries (Dunsmuir) Ltd., Vancouver Island, B.C.)
100 tons, bituminous lump to Boom Defence Depot, $13.25 per ton.
500 tons, bituminous lump to C.S. College, $13.25 per ton.

The prices at which these contracts were placed were the lowest received, 
calculated on a B.T.U. basis, for delivery into bins and/or stockpile as specified 
by Department of National Defence.

Lower prices were submitted by Vancouver Island Coals Limited, for 
delivery by scow on the basis of f.a.s. berth Esquimalt, B.C. but consideration 
could not be given to this proposal as we were advised by the navy that it did 
not possess the personnel or facilities for unloading and delivering to the different 
stations involved, and wmuld not accept delivery by this method.

Tenders are not invited direct from mines as they are not in a position to 
make deliveries to bins and/or stockpile as required by the navy.

In connection with contract placed with Alberta (Victoria) Coal Co. Limited, 
it will be noted that the Cassidy Mine is located at Nanaimo, B.C. It was con
sidered desirable, if possible, to select a supplier on Vancouver Island. Although 
we had doubts as to the capacity of the Cassidy Mine to produce the tonnage 
involved, nevertheless as it was a local mine, we went into the matter thoroughly 
with the proposed contractor and received definite assurance that this mine 
could produce the coal. Accordingly, the contract was placed for Cassidy coal- 
In September 1950, it was reported to us that the contractor had substituted 
two or three carloads of Alberta coal without permission of the Canadian 
Commercial Corporation. The matter was vigorously pursued and the con
tractor notified that any further deliveries of other than Cassidy coal would 
constitute a breach of contract and that termination of same would result.

In December 1950, the Alberta (Victoria) Coal Co. Ltd. telegraphed that 
it was forced to admit that the Cassidy Mine could not produce the quantity 
of coal called for. In the meantime, however, the navy had reduced considerably 
the quantity originally requisitioned and the Cassidy Mine was able to supply 
on the reduced scale.

By Mr. Pearkes:
Q. May I ask some questions here? What steps were taken to find whether 

the Cassidy Mine had any prospect of supplying this contract? Did you simply 
take the agents’ word for it?—A. It is our policy, General, when dealing with 
coal contracts, to consult the Dominion Coal Board and we have the advice of
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the technical officers of that board. There was some doubt in our minds about 
the ability of the mine to produce this tonnage but we accepted the word of the 
contractor that it could.

Q. And events proved that it could not?—A. Yes.
Q. The Cassidy Mine is a very small mine indeed, worked at the time 

this contract was let by about three independent miners. It had produced in 
the months before somewhere in the neighbourhood of 80 tons of coal, and that 
"'ns all. It has no washing plant; it has no facilities at all to produce that 
type of coal which was required ; and it was obvious from the very beginning 
to the people who knew conditions at that mine and the type of coal which 
Was required at the naval establishments, that the Cassidy Mine was making 
token deliveries—obviously just as a blind in order that the Alberta coal 
could be brought in to supply the requirements. Whereas, there are the large 
Canadian pollieries Limited which have spent literally millions in the devel
opment of the coal fields at Nanaimo and at Comox. Comox coal is known all 
over the Pacific coast. It is first class coal and they made a bid. I understand 
their bid was somewhere about 30 cents more per ton of stoker coal than the 
°ae submitted by the Alberta Coal Company. They were capable of filling 
the contract whereas the mine from which the Alberta coal companies were 
Purchasing their coal was not capable of doing it—as has been proved by the 
events and the evidence now submitted.

Did you make any attempt to decide whether the coal had to be washed 
ur not before delivery?—A. The coal would have to conform to the specifications. 
Die company, with the exception of three carloads which they brought in from 
Alberta, did complete the contract—both as to quantity and the quality as 
called for in the contract.

Q. Except for three carloads ‘that you had reported to you’—may I make 
that point?—A. Yes, three carloads we had reported to us by the Royal Canadian 
Navy.

Mr. Johnston: You would not infer they had more than that, General?

By Mr. Pearkes:
Q. It is not for me to make inferences. I may have suspicions. Was it 

specified in the contract that the coal would have to be washed?—A. I am sorry, 
Slr, that I have not the actual contract with me—yes, it was prepared stoker 
c°al for delivery in the bins and/or stockpiles. It does not specifically mention 
washed coal”.

Q. From a report that I have the coal comes from a little prospect mine 
behind Cassidy—which incidentally I have visited and seen personally—where 
there is absolutely no treatment plant, where the unwashed screenings must of 
Uecessity run to 25 per cent ash ; and of course the 30 per cent ton differential 
°u the stoker coal would be insignificant then.

It seems to me that this contract was really let to the Alberta Coal Com
pany who were going to get some coal from a mine which is operated by non
union miners and, which is described in general language there—as a ‘gopher’ 
mine, or just a small prospect mine.

There are no facilities for the miners and they have to use the facilities at 
uther plants. It appeared to me it was entirely a blind put up by this Alberta 
Coal Company who are the agents in Victoria for the Alberta mines; and I 
Would like to stress the importance in future of very careful examination into 
the practicability of a mine being able to supply a contract, and that wherever 
Possible mines in the immediate vicinity should be given preference over mines 
®uy 800 miles away, involving a long haul and so forth.—A. I can only repeat, 
Mr. Chairman, that this contract was awarded on the basis of competitive 
tenders. The mine quoted the lowest price based on the B.T.U.’s and, as I said,
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we do everything we can to place business with the lowest tenderer. There was 
no complaint from the navy about the quality of the coal that was received. 
The only complaint was that they did receive three carloads from a mine m 
Alberta. We took that up with the contractor and he promised there would be 
no more shipped in.

By Mr. Johnston:
Q. I want to say a few words about this because I am from Alberta, as yon 

well know.
The General has made some statements that might be a little confusing, 

inasmuch as they apply to Alberta coal. He said this was a blind put up m 
order to get Alberta coal in.

I think Mr. Low has indicated it was no such thing ; that the coal they 
received met all the specifications and he has given us some of the details of the 
specifications required.

Is it true, Mr. Low, that all of the coal used is necessary coal from local 
concerns? When you put out a contract and ask for a specified coal at a given 
price would it not be possible for you to accept a bid from Alberta—if they 
could land coal there meeting your specifications at the required price?—A. ^es> 
sir.

Q. Was that not done in this case?—A. Yes, sir.
Q. Even the three carloads you got from Alberta, which was sent to the 

Cassidy Mine, were at the specifications and at the price—and, I understand it 
was lower than some of the bids which were received locally?—A. We did not 
go into Alberta for the supply of coal in this case.

Q. But even the bid you received from the Cassidy Mine------ A. It was the
lowest bid received.

Q. The lowest bid received?—A. That is right.
Q. Surely there should be no objection to the Department of Defence get

ting their supplies from Alberta for the navy in British Columbia—provided the 
coal meets the specifications as to quality, thermal heating units and the price. 
—A. That is right.

Q. It seems to me, Mr. Chairman, in view of the fact that the prairie prov
inces in particular are being—I was going to say “gypped” but that is not 
exactly it—

Mr. Thatcher: Discriminated against.
Mr. Johnston : —discriminated against would be a better term—in regard 

to some of these contracts.
The Chairman : That is also a matter of opinion.
Mr. Johnston: I think as time goes on it will prove to be correct.
Mr. Fraser : They generally get the gravy on other things.

By Mr. Johnston:
Q. I do not know why you say that. We will see about it later, but it seem? 

to me these contracts should be distributed around a little bit, particularly in a 
case like this where the product can be obtained from the prairie provinces—if ^ 
meets all the specifications and the price qualification. As Mr. Low has said, 
they have never had any complaints from the navy who was using this.

I wonder if Mr. Low can tell us how much coal was received from Alberta 
direct, or if they received any tenders which were rejected?—A. In this particular 
contract we have been dealing with there were only three carloads.

Q. Yes, but I mean for the depot?—A. Well, we buy very large quantities 
of coal but I haven’t those figures with me.

Q. Have you received bids from Alberta?
The Chairman: On this particular contract?
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By Mr. Johnston:
Q. I do not mean on this one instance.—A. Oh, yes, sir. We have many 

bids on our requirements from the province of Alberta.
Q. For naval purposes?—A. I would not say for the navy or the air 

force, but for the Department of National Defence.
Q. Gan you give me some idea how much coal you get for the Department 

of National Defence, in British Columbia for instance?
The Chairman: For a later meeting? The question will be taken note of 

and the answers brought to another meeting.
Mr. Johnston: Also, can you indicate how many of those were the lowest 

tender, how many were rejected, and how many were accepted?
The Witness: Yes, sir.
Mr. Pearkes : I do not think we want to get into the question of whether 

Alberta coal can be shipped to British Columbia or not. That is a question of 
policy and I hardly think you would permit a question of policy to be entered 
here.

The Chairman : I think you will admit, General, that I acted with leniency 
in allowing you to make your statements which were quite definite at times 
also. I thought it only fair to let the other member come in with his explanation. 
Both statements were slightly irregular because we are supposed to ask the 
witness questions and members .should not make statements. However, since 
I allowed yours I thought it was fair to allow Mr. Johnston’s remarks.

Mr. Pearkes : I was just trying to point out that in all respects the contractor 
had not been able to meet the terms of the contract.

Mr. Johnston: He did, though.
Mr. Pearkes: I imagine that I could ask the question whether, when the 

contract was awarded to the Alberta Coal Company in Victoria, it was specified 
that the coal should come from the Cassidy Mine?

Mr. Johnston: There is a statement there that I do not like.
The Chairman: The General has just asked a question

By Mr. Pearkes:
Q. I just asked whether when the contract was let it was specified that 

the coal should be delivered from any particular mine?—A. Yes, sir. The 
Cassidy Mine, and he delivered three carloads of coal which were not from that 
Riinc and that was a breach of contract.

Q. Well, obviously the local considerations had been taken into account 
when awarding these contracts. Personally, I think it is a good thing.

By Mr. Macdonnell:
Q. How many tons did come from the Cassidy Mine under the contract?— 

A. I am sorry I do not have that information.
Q. Hundreds of tons or hundreds of thousands of tons?—A. Only 10,000 

tons over the whole period.
Q. Over what period?—A. For the annual requirements—twelve months.

By Mr. Johnston:
Q. I think there is a statement which should not go unchallenged. I do 

fr°t know that the General meant it as.it was expressed, but he referred to the 
fact that his coal did not meet the specifications. I understood Mr. Low to say 

did meet the specifications and I think that should be clearly understood?—
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A. Yes, the coal delivered did meet all the requirements except that three 
carloads came from Alberta. While they were up to specification the contractor 
should not have delivered Alberta coal under this contract.

Q. That was the only thing?—A. He undertook to deliver the coal from 
his own mine.

Q. But even the coal which did come from Alberta did meet all of the 
specifications—except the one that it should have come from the Cassidy Mine : 
—A. That is correct.

Mr. Pearkes : There is no question on that. The only other point I would 
like to make is that it was not made clear whether this coal had to be washed 
or unwashed for delivery. Had it been made clear that it would be unwashed 
coal, the contract price offered by Canadian Collieries Limited might possibly 
have been lower.

The Witness : The specifications were provided in the invitation to tender. 
We specified in our invitation to tender “prepared stoker coal”. We did not 
say “washed” or “unwashed”.

Mr. Johnston : Alberta coal is so clean it does not need to be washed.
The Chairman : Can we proceed to the next matter?
The Witness: The next question, Mr. Chairman, was asked in connection 

with the Peace River bridge. Based on the recommendation of the Department 
of National Defence in 1947, the engineering portion of this work was negotiated 
with Dr. P. L. Prat ley, of Montreal. We concurred in the recommendation 
by the Department of National Defence that Dr. Pratley’s services should be 
retained in this connection, as being probably the best qualified consulting 
engineer in Canada for this type of work.

The terms of the contract were:
(a) Preliminary survey and report-—$100 a day for time spent at the 

site; $50 a day for time away from office; $6 a day for time spent 
in office; Net cost of office staff plus 50 per cent for overhead ; Net 
travelling expenses.

(b) Design, approval and supervision of repairs—$100 a day for time 
spent at the site; Retainer fee of $2,500; $50 a day for time away from 
office; $6 a day for time spent in office; Net cost of staff including 
salaries, living allowance, travelling, maintenance and operating 
expenses ; 50 per cent of staff salaries for overhead. Net personal 
travelling expenses.

The total estimated expenditure was $25,000, and the actual cost wras $16,645.31-
Dr. Pratley, in his report to the Department of National Defence recom

mended that the services of Messrs. Creaghan & Archibald should be obtained 
for the actual work of repair at this site.

This recommendation was concurred in by the Canadian Commercial 
Corporation and the company was selected since it was considered to be the 
firm best in the position to undertake the work and complete it economically and 
efficiently in a minimum of time. Payment was negotiated on the basis that 
the contractor would receive the actual cost of the work plus IP per cent of 
such cost to cover overhead expense, plus 5 per cent of such cost to cover profit 
and including an allowance for plant rental payable at standard rates.

The total cost as verified by cost inspection and audit division of the 
Treasury was $361,028.37. The contractor’s fee and overhead amounted to 
$54,154.26, or a total of $415,182.63.

By Mr. Macdonnell:
Q. I do not know that I got one thing quite correctly. You talk about cost 

of office staff in connection with payments to Dr. Pratley. In one place the cost
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of office staff had added to it 50 per cent for overhead. In another section you 
referred to actual cost plus 10 per cent of the cost of the work plus 5 per cent 
for profit.—A. I was dealing in the first portion with engineering fees and in 
the latter portion the 10 per cent of such cost to cover overhead was in con
nection with the contractor’s fee for carrying out repairs.

Q. I am interested in the 50 per cent figure. You say there is in one case 
cost, of office staff plus 50 per cent. Am I correct—as to rate of profit?—A. No, 
S1r, that is overhead.

Q. Then how do you arrive at the cost of office staff? Does that not 
include salaries?—A. That is the net cost of staff including salaries and then 
50 per cent of that figure for overhead.

Mr. Fleming: In the first case I understood you to say 50 per cent of all 
charges in respect of the office staff, and in the second case you said 50 per cent 
nf salaries of office staff plus overhead. Which is it?—A. There are three 
answers here, if I may just explain. The first was for the survey and report;
the second was for the design, approval and supervision of repairs; and of
course the third was for the actual contract for repairs.

The figures for the first survey and report were: $100 a day for the time 
spent at the site; $50 a day for the time spent away from the office; $6 a day 
for the time spent in the office.

Mr. Macdonnell: Is that cumulative? Does the $50 a day and the $100 a 
day apply at the same time?

The Witness: No, sir.
Mr. Fleming: The $50 a day would be for travelling.
The Witness: Yes, sir. The next item was net cost of office staff plus

50 per cent for overhead.
Mr. Macdonnell: What goes into the figure for cost of office staff? Is that 

salaries?
The Witness: Yes, that is salaries of office staff.
Mr. Fleming: Are you quite sure it is only salaries?
Mr. Macdonnell: It is not a very normal phrase for salaries. Cost of 

office staff would include salaries and other things too.
Mr. Fleming: In the second case in your report you say 50 per cent of 

salaries, hut not in the first case.
The Witness: I was referring to 50 per cent of the net cost of office staff 

in the first case.
Mr. Fleming: You sec, cost of office staff includes more than salaries.
The Chairman: Will, what would you include in that? You do not say 

rental and so on—office staff is the expression.
Mr. Macdonnell: I say that is not self-evident.
The Witness: I haven’t the file with me.
The Chairman: We will get further information.
Mr. Johnston: While he is getting it could he give us a detailed statement 

as to what is overhead? I would not think that after including salaries of the 
office staff you could go ahead and put in another 50 per cent on top of that, 
besides light, heat, and so on.

The Chairman: Not besides light and heat. I do not know whether you 
can interpret office staff as being other than salaries for the office staff, and the 
50 per cent would be for overhead. The witness will see the file and bring in a 
supplementary answer.
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By Mr. Fleming:
Q. Has the witness got enough information to be able to tell us what was 

the total cost of services rendered in relation to the total cost of the project.— 
A. Yes, I have that figure. _

Q. I am taking them all together.—A. The engineer’s fee—that is Dr- 
Pratley’s fee—was $16,645.31. The total cost of the repairs, exclusive of his 
fee, not including that fee, was $415,182.63.

Mr. Nowlan: Did you say where the firm of Creaghan & Archibald were. 
Where were they from?

The Witness: Yes, I did say that. It was Montreal.

By Mr. Fraser:
Q. May I ask a question in regard to plant rental at regular rate? What 

amount of plant rental was there and was the 5 per cent profit on top of that 
plant rental, if they rented other offices?—A. No, there is no profit on plant 
rental. There are certain standard fees we pay. I am sorry I have not got 
those with me but I will be glad to get the information.

Q. The 10 per cent and the 5 per cent would not be on top of that?—A. 
sir.

By Mr. Johnston:
Q. May I ask a question Mr. Chairman? This bridge was in Peace River- 

Now, did you call for tenders on this repair job?—A. No, sir.
Q. How did it come you would give the contract to a firm in Montreal to 

do a job out in Peace River?—A. Because the company was considered to be 
the best firm in Canada to undertake this work.

Q. Who built the bridge in the first place, do you know?—A. Yes, the 
United States army, through Bickle, Price and Callahan, from Kansas City.

Q. What was the total contract price?—A. I cannot recall the total contract 
price but the bridge was completed in 1943.

Q. But there were no tenders called at all? You never had any bid from 
British Columbia, Alberta, or Saskatchewan?—A. For the original erection?

Q. No, for the repair?—A. No, sir.
Q. That seems rather odd.
The Chairman: The witness has previously read a synopsis of the report 

from Pratley in which it was stated that Pratley considered this firm was the 
one best qualified to do the work. You have to take that at its worth.

By Mr. Wright:
Q. I would like to ask a question of the witness. Mr. Low, during the year 

1949-50, the year under review, did the Canadian Commercial Corporation let 
any contracts for gravelling on this highway, or for the removal of earth to 
widen it or extend it in any way? Did you as the Canadian Commercial Cor
poration let any contracts?—A. I cannot recall any contracts. I could review 
our files and see but I cannot recall any at the moment.

Q. Why I asked the question is that I just wondered if the work on the 
highway is all done by the staff of the highway or whether the Canadian Com
mercial Corporation enters into the picture in letting contracts for work done 
on the highway?—A. To the best of my knowledge the work on the highway is 
taken care of by the army engineers.

Q. It is only in the case of bridges that you let contracts?—A. Yes, sir; 
work they cannot perform themselves.

By Mr. Johnston:
Q. Was there any contract made at all with the Dominion Bridge and Steel 

Company in Calgary to get an estimate on this?—A. No, sir.
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Q. And therefore the government would not be in a position to know 
whether that firm would be qualified to undertake anything of this nature?

Mr. Campney: My recollection of the evidence given by the deputy minister 
°f National Defence was that the reason for the job was erosion in connection 
with one of the big towers or pillars—erosion at the base of it, and not structural 
sfeel or anything like that. It was a very unusual position which required special 
study and treatment—if I remember correctly the evidence the deputy gave to 
Me committee.

The Witness: I may say there were no specifications covering repairs 
available when this work started. It was a very special type of work.

The Chairman : You had no specifications to ask tenders on when Pratley 
made his first report?

The Witness: No, that is correct.
Mr. Johnston: You had special engineers there conducting an investiga

tion first and drawing up specifications, or did your contractors do that?
The Witness: No, Dr. Pratley was right on the job supervising the work 

as it progressed. My recollection is that he did make some preliminary specifica
tions but he was there supervising the work as it went along. I understand 
there was not sufficient time to prepare specifications or to invite tenders. This 
Work' had to be undertaken at once or there was danger that the bridge might 
c°llapse.

By Mr. Fleming:
Q. Over how long a period did the services of Dr. Pratley, for which he was 

Paid $16,645, extend?—A. I am sorry, I have not got that information.
Q. Were the services all rendered within the twelve-month period we have 

under review? Or could you get that information?—A. Yes, we could find out 
now long he worked on this job.

Q. It would be easy enough because he no doubt- made up his account on the 
Per diem basis and you would have the exact dates.
. _ In just making a rough calculation of the figure $16,645 as against the total, 
d is almost 4 per cent, or slightly more than 4 per cent of the cost of the work—
$415,000.

The Chairman : Would not that be under the average rates an architect, 
°r engineer would charge in connection with putting up your own house?

Mr. Fleming: I would not hazard an -opinion on that, Mr. Chairman, at this 
foment—without knowing more about what the type of work is.

The Chairman : You made the statement that it is 4 per cent and I was 
commenting that if it is 4 per cent it does not appear to be too bad.

Shall we pass on to the next question, gentlemen?
Mr. Macdonnell: Dr. Pratley was doing a great deal of work for the 

department during that year. You were satisfied that he did have time to give 
mil attention to what he was doing?

The Witness: Yes, sir.

By Mr. Fleming:
Q. This payment of $16,645 was not the only payment made to Dr. Pratley 

Vvithin this period?—A. No. There were other payments made in connection 
Mth other contracts. But that was the only payment made with respect to the 
Peace River bridge.

Q. Have you figures which would show the total payments made to him 
during that year?

The Chairman : That question was not passed before.
87668—2
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By Mr. Fleming: :
Q. Probably you are getting beyond the period covered by this particular 

payment of $16,645. But could you look up the other information?—A. We can 
check to see if he performed any other work during that same period.

Q. According to the public accounts, there were other payments made to 
Dr. Pratley during the fiscal year.

The Chairman : Next?
The Witness: The next question was in connection with the value of the 

contracts. We were asked to provide a breakdown of the value of contrac s 
awarded by the corporation under $5,000; between $5,000 and $15,000; then 
over $15,000. Unfortunately, I have not got the information in exactly tna 
way ; but I do have some figures here which may be acceptable to the committee.

Under $1,000 there were 72,735 contracts.
From $1,000 to $9,999, there were 10,023 contracts.
From $10,000 to $49,999 there were 1,404 contracts.
From $50,000 to $999,999 there were 461 contracts.
And the contracts over $1 million numbered 9.

By Mr. Fleming:
Q. That would be $100,000 and over?—A. No. $1 million and over, 

beg your pardon; contracts from $50,000 to $999,999 numbered 461. And the 
contracts over $1 million amounted to 9, making a total of 84,632 contracts.

Q. Have you got the total value of those contracts broken down?—A. A° 
sir, I have not.

The Chairman : The answers provided today are for the questions aske< 
at the last meeting. s

Mr. Thatcher: How about giving us a break-down by provinces? Have 
you got one?

The Chairman : That may be a further answer.

By Mr. Thatcher:
Q. If it is to be a further answer, that is fine.—A. I have the information 

here with respect to provinces, Mr. Chairman. I might say that these figures 
are based on the actual contracts awarded by the corporation, but they do not 
include amendments. So there may be some discrepancy with the figures given 
before as to the total value of the contracts awarded. In other words, the 
contracts may be increased or decreased.

The figures by provinces are as follows:
Newfoundland, $469,717.93

Mr. Thatcher: Just give us the odd thousand and never mind the cents-
The Witness:

Prince Edward Island ......................................................................... $ 409,138
Nova Scotia ............................................................................................. 6,541.106
New Brunswick .............................................     1,636,169
Quebec ..................................................................................................... 74.626,131
Ontario ..................................................................................................... 77,263,860
Manitoba ................................................................................................... 8,613,143
Saskatchewan .......................................................................................... 686.130
Alberta ..................................................................................................... 7,966.293
British Columbia ................................................................................... 8,016,942
The Yukon ............................................................................................... 2,778.047
The Northwest Territories ................................................................. 35,878
Labrador ................................................................................................... 601

I think at the last meeting I gave figures of our purchases in the United 
States and in the United Kingdom during the same period.



PUBLIC ACCOUNTS 573

By Mr. Thatcher:
Q. The total you gave us was $221 million for those purchases, was it not? 

-~A. In round figures, I think that is right.
Q. I find it very strange that in the case of the Yukon you should have 

bought four times as much as you did in Saskatchewan. I do not know. It 
"lay be that I am biased, but I cannot for the life of me understand why 
Saskatchewan cannot get any defence contracts. We have some factories out 
there.—A. The purchases made in the Yukon consisted mostly of gasoline and 
Petroleum products for the Northwest highway and for the air fields.

Q. Why did you not purchase some of that material in Saskatchewan?
The Chairman : You do not contract for wheat.
Mr. Fleming: Saskatchewan has a lot of political products.
Mr. Thatcher: I wonder if that is the reason we are not getting any

contracts. Did I not understand you to say at the last meeting that at the
Present time you have nothing whatever to do with the allocating of defence 
contracts?

The Witness: No. At the present time I have a dual capacity. In , 
addition to being connected with C.C.C., I am also the coordinator of pur
chasing for the Department of Defence Production. I operate the general
Purchasing branch of the Department of Defence Production.

By Mr. Thatcher:
Q. You still do the purchasing?—A. That is correct.
Q. For the Department of Defence Production?—A. That is right.
Q. Can you tell me if in the coming months we are going to do a little 

better in that respect in Saskatchewan?
The Chairman : How can he say that? That would be a projection on 

a very big screen.
Mr. Thatcher : Well I do not know how to get around these rules or how 

f° find out the information.
The Chairman : You can ask for it in the House.
Mr. Thatcher : I have asked for it in the House, as well as in the com

mittees, and everywhere.
The Chairman: I would like to co-operate with you but I am bound by the 

rules of the committee. AVe can only investigate 1949-50. I am allowing 
fiuite a bit of leeway as to whether or not there has been improvement in 
this or that. But as to what would happen in the future, that would be 
Projecting too far away for the witness to be able to answer you.

Mr. Thatcher: I take it that the Right Hon. Mr. Howe pretty well says 
V'hat is to be clone, and that is the policy which Mr. Low has to follow. I would 
hke to make a motion.

Thè Chairman: You should try to get your information in the right place.
Mr. Thatcher: This is the time. My motion concerns the very subject we 

are talking about. I appeal to you for some support ; and if it were possible for 
the government members to support my motion, we might be doing the people 
°f the outlying provinces of this country a real service.

The Chairman: You must understand that your motion will be accept
able if it is in accordance with the reference to our committee.

Mr. Thatcher : I hereby move, seconded by Mr. Wright, that the minister—
Mr. Richard (Ottawa East) : Is it not a fact, Mr. Chairman, that the 

addresses given by these contractors are not often the addresses of their places 
of business? For example, Burns and Company give Ottawa as being their 
address ; and Consolidated Smelters give Montreal as being their address.

87668—2J
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The Witness: That is quite right. There is quite a lot of those eases. For 
example, we might buy beef here from the Canada Packers plant in Hull but 
that beef would come from the Prairie provinces as western beef. So it *s 
impossible to tie up the origin of the goods with the address of the company 
concerned. You are quite right, Mr. Richard.

Mr. Thatcher : I cannot be side-tracked by that. Mr. Mcllraith has been 
telling me that for three or four months. But in every list that is given out 
there is nothing in it for my province, and I may say there is little more than 
that for a number of other provinces.

So I move as follows:
That the Minister of Defence Production be requested to appear before 

the Public Accounts committee at an early date, for the following 
purposes :
1. To explain government policy and methods in the allocation of defence

contracts.
2. To give the reasons why the Prairie and Maritime provinces have

received and are receiving such a small proportion of defence con
tracts allocated.

3. To discuss the feasibility of setting up a central purchasing agency
for all government departments.

It seems to me that the Right Hon. Mr. Howe is the only man who can giy® 
us this information and it seems to me that he is pretty well running this 
country.

The Chairman : Those are all free statements which have nothing to '1° 
with the motion.

Mr. Thatcher: And he does not seem to want to give us any contracts W 
our end of the country. So I would ask this committee to request him to come 
here and explain just what he is doing. I make that motion, Mr. Chairman, n 
you will accept it. I think the Right Hon. Mr. Howe should come down here 
and allow' us to question him for a morning. There would be no harm in that.

The Chairman : May I point out that in the United States where these 
things arc done, the secretary for defence, or the secretary of any other depart
ment could be brought before a committee. The constitutional system in the 
United States is different from ours.

In the United States the ministers are not responsible to the House or to the 
Senate. They are only responsible to the President himself. So that the 
only way the head of a department can be made to account for his administra
tion is to have him appear before a committee of Congress.

But in Canada and in British countries, the constitutional system is different 
in that the ministers who are heads of departments sit in the House, and they 
have to give account to the House for their administration or policy.

Mr. Benidickson: The estimates of the Right Hon. Mr. Hov'e have not 
yet been dealt with in the House of Commons. Only the other day Mr.- Howe 
told Mr. Thatcher that he would be very glad to have Mr. Thatcher question 
him in the committee of the whole, where all the members would have the same 
opportunity, with respect to matters of current policy and policy in the coming 
years.

Mr. Stewart: Surely there is no reason why the Right Hon. Mr. Howe 
should not come before this committee. We have a precedent in the fact that the 
Secretary of State for External Affairs appears before the External Affairs 
committee. Of course, we could wait until the estimates of this particular depart
ment come before the House, but I do not see why we should.
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Mr. Thatcher: I am sure that the Right Hon. Mr. Howe would welcome an 
opportunity of coming before this committee and explaining his administration 
and policies to us.

The Chairman: Before I put the motion I shall read it. It reads as follows:

Moved by Mr. Thatcher—
And it is so nicely typewritten.
Mr. Thatcher: Yes, typed by myself.
The Chairman: Moved by Mr. Thatcher and seconded by Mr. Wright:

That the Minister of Defence Production be requested to appear 
before the Public Accounts committee at an early date, for the following 
purposes :
1. To explain government policy and methods in the allocation of

defence contracts.
2. To give the reasons why the Prairie and Maritime provinces have

received and are receiving such a small proportion of defence contracts
allocated.

3. To discuss the feasibility of setting up a central purchasing agency for
all government departments.

Mr. Johnston : Before you put the question, I think that is a rather broad
motion.

The Chairman : We shall go this way (indicating) to give every member an 
°Pportunity to speak to the motion.

Mr. Johnston: That motion is rather broad, Mr. Chairman, but I think 
mere is some merit to it. We in the Prairie provinces particularly—and I 
believe this applies to the Maritime provinces as well—in my judgment have 
been discriminated against in the way that the Department of National Defence 
18 operated.

Now, it is true that the Right Hon. Mr. Howe has made a statement in the 
«ouse of Commons to the effect that the Prairie provinces have received con
siderable attention. But a good deal of the money which the Prairie provinces 
received—I should say that a good deal of the small quantity which they receive— 
e°mes in connection with concerns which are not in any case going to be 
Permanent.

Money is being spent there for the erection of air fields and for aircraft 
Personnel training and so on. That sort of thing was done in the last war too.

as I pointed out in 1939, that is the type of spending which comes to an 
end just as soon as the danger is over.

As soon as the danger of the last war, was over, most of the establishments 
were torn down and very few were left. There was just a skeleton crew left 
mere. It seems to me that this motion is pertinent because now is the time 
"'hen we should, in our defence organization in Canada, be spending money for 
the erection of more permanent establishments throughout Canada, and helping 
wherever possible the building up of industries which will be useful in peace 
time as well as in war time and which will develop Canada as a whole. I 
think we should do that rather than to concentrate all our industrial construction 
vvork and defence buildings in the two central provinces. I feel they should be 
scattered throughout all Canada, giving to every province its fair share of the 
money spent, and giving every province an opportunity to build up its industry 
80 that we will be working towards the advancement of Canada, not only from 
the standpoint df economics, but from the standpoint of progress as a whole.
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For that reason I think Mr. Thatcher’s motion is quite timely and that it will 
serve some good purpose.

Mr. Nowlan: I support what Mr. Johnston has said. The expenditures 
made in my province largely concern shipbuilding and airports; but in so far as 
general purchasing is concerned, I feel they arc very very limited. So I 'think the 
resolution should be dealt with favourably.

Mr. P leming: I think this motion is not as broad as Mr. Johnston has sug
gested. F rom my point of view I feel it is a little on the narrow side.

I would like to see the Right Hon. Mr. Howe to be invited to come before 
this committee, not only to explain the things which are set out in the motion 
but to give testimony as well on other things.

Mr. Thatcher: I am willing to add to my motion, if you like.
The Chairman: We might amend the motion.
Mr. Thatcher: Could you not put in words such as “to discuss many 

other things?”
Mr. Fleming: Yes, or let us say, “to discuss such other matters as the 

committee may choose to question him about.”
Mr. Thatcher: That is fine.
Mr. Fleming; It has been said that according to our constitutional system 

the proper place to question a minister is in the House, in the light of his 
responsibility to the House. I think that is not a complete statement.

After all, there is no more reason why a minister should be accountable on 
the floor of the House but not before any committee which is set up by the 
House, because we as a committee arc a segment of the House. And as Mr- 
Stewart has pointed out the idea of a minister appearing as a witness before 
a committee is not a new one.

I think Mr. Stewart mentioned that the Secretary of State for External 
Affairs appears before the committee on External Affairs. He docs and he is 
questioned on all subjects having to do with the policy and administration. 
That is done on the expenditures of his department. He is questioned on 
everything imaginable in connection with his department and with the policy 
it carries out.

He was not the first Secretary of State for External Affairs to appear as a 
witness before that committee. The first one to do that was the Prime Minister 
himself.

Mr. Richard (Ottawa East) : That is a different situation, Mr. Chairman- 
The minister is questioned on the estimates of his department which are 
referred by the House to that special committee.

Mr. Fleming: The Secretary of State for External Affairs appears before 
the committee on External Affairs to answer questions in regard to anything 
having relations to his department and its policies.

Mr. Richard (Ottawa East) : Yes, but on his estimates. That is something 
different.

Mr. Fleming: No. When the minister appears before that committee, he 
is questioned in regard to his policies. We cover the whole globe in that com
mittee. And as I mentioned earlier, the Prime Minister himself was the firs* 
person to inaugurate that practice of going before the committee. I refer to the 
present Prime Minister.

Moreover, we have had the Hon. Mr. Abbott appearing before the com
mittee on Banking and Commerce quite often with regard to bills. He has 
appeared before that committee and given information and has submitted to 
questioning in regard to his policies.
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I would be very reluctant to see any rule set up or even suggested that 
a minister of the Crown should not be brought before a committee to answer 
to .the committee with respect to his responsibility. That is not aping the 
American system. I think it is simply giving a logical application to our own 
system of responsible government.

And so far as the present resolution is concerned, I think it would be very 
helpful to the committee to have some evidence from the Right Hon. Mr. Howe 
°n the matters which Mr. Thatcher has mentioned in his motion, and I can 
think of a number of other matters which would make it very worth while for 
the minister to come before this committee.

Mr. Richard (Ottawa East) : Mr. Chairman, 1 do not think that the 
majority of the members of this committee would have any objection to seeing 
the Right Hon. Mr. How.e come before us. But 1 do not think we should request 
a minister of the Crown. I think we should first invite him. I think we should 
first do it the polite way and send him an invitation to appear before this
committee.

Mr. Benidickson: There is no reason I can think of why a minister should 
n°t appear before this committee.

Mr. Thatcher: I do not care how we get him here. I am ready to change 
the wording of my motion to include “invite”.

Mr. Stewart: Mr. Chairman, I think the first thing we have got to do 
18 to agree to invite the minister ; and we can only agree to invite him by 
means of a motion. I would point out that we are discussing policies, and that 
111 my opinion it would be most unfair and inappropriate to question civil 
servants about policies of the government. Therefore the only way we can 
Set the information we want with respect to these figures which have been 
Produced is to invite the minister or his parliamentary assistant to appear before 
Us and explain the policy of the government in this respect. I think the motion 
18 quite proper and should be agreed to by this committee.

Mr. Wright: I certainly, as the seconder, think that a motion is necessary 
m the committee. I understand that Mr. Thatcher is perfectly willing to have 
the word “request” changed to “invite” the minister to appear before this
committee.

Quite frankly in looking over this year, 1949-50, I find a great number of 
contracts which have been let by the air force or the navy, not one cent of 
Much has been spent in the province of Saskatchewan. It is true that in the 
case of the army there was a very small item spent in Saskatchewan, but it 
^as a very small item in comparison to the total amount spent by the army.

When we come to these contracts, we find only six hundred and some odd 
thousand spent in Saskatchewan out of a total of $221 million. I do not 
think it is fair to ask the gentlemen who are before us today and who are 
responsible only for the physical handling of this business to answer questions 
Mth regard to government policy. So I submit that we are entitled, as a 
committee, to have the minister come before us and to give us the govern
ment’s point of view on this procedure.

Mr. Campney : We might listen to the parliamentary assistant, Mr. Chair
man.

Mr. Thatcher: We suggested it, but the chairman ruled it out.
The Chairman: I ruled what out?
Mr. Thatcher: Mr. Croll was in the chair at that time, Mr. Chairman, 

and not you.
Mr. Wright: We are prepared to have the motion changed to read 

“invite”.
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Mr. .Fleming: What is the difference between “request” and “invite”?
Mr. Benidickson : I still would not support that motion. We have heard 

evidence about certain things and that there is inequality and so on. I 
think the proper thing to do is to invite the minister to come before the 
committee and answer questions with respect to anything that is referred 
to us by parliament. I am sure he would be happy to come here.

Mr. Stewart : Let us have the motion.
Mr. Fraser: Yes, put the motion now.
Mr. Thatcher: There was only one thing.
The Chairman : Do you mind if other members get an opportunity to 

make some remarks, Mr. Thatcher?
Mr. Macdonnell: I think it would be very unfortunate, after all that 

has been said, if the Right Hon. Mr. Howe did not come. I do not see any 
need for dispute over the punctilious wording of the motion. If the minister 
is willing to come, let him come. And after he gets here there won’t be an 
awful lot of hair-splitting over wrhat he answers. He will probably answer a 
lot of things we haven’t even thought of yet.

Mr. Campney: I do not think we need a motion, Mr. Chairman. This 's 
supposed to be a Public Accounts committee to investigate the public accounts-

When the Hon. Mr. Pearson appears before the committee on External 
Affairs he does so by reason of the reference of his estimates to that coni' 
mittee.

We have had attempts made here to try to project this committee into 
the field of the estimates. Now we are attempting to go even farther afield 
and have a minister come here to discuss government policy.

There may be committees—as has been pointed out, apart from the House 
of Commons itself, where a minister can discuss policy. But it seems to me 
that in the Public Accounts committee we should try to do the work that we 
are intended to do, that is, to look into the expenditures. If we start to 
wander into the field of' government policy, we will be departing entirely 
from the purpose for which this committee was set up.

Mr. Benidickson: We could have the minister come before us upon the 
reference to this committee.

Mr. Major: Mr. Chairman, I feel that we are here to study the public 
accounts for the year 1949-50. The motion is to the effect that we have the 
minister come before us to state the policies of the future. I do not think 
that is what we are here for.

If we feel that we should invite the minister to come before us to answer 
questions on his estimates instead of doing so in the House, I would not have 
any objection to that. But I do not think we should have the minister come 
here to discuss future policies.

Mr. Boisvert : I support the views expressed by Mr. Campney and Mr- 
Major. I think we are called upon to examine and scrutinize the public accounts 
for last year. So I think this motion is out of order because it refers to govern
ment policy and to future policy of the government with regard to expendi
tures. I am strongly, of the opinion that this matter should come up before 
the House of Commons and not before our committee.

The Chairman : Are there any other remarks?
Mr. Macdonnell: It seems most unfortunate, Mr. Chairman. A little 

while ago we seemed to be unanimous. Now the lawyers have got in their 
work and we are divided.

Mr. Boisvert: I think we should confine our discussion to the public 
accounts of last year and not call the minister to come before us to discuss
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government policy. The House of Commons itself is the proper place to ask 
questions of the minister with respect to government policy.

Mr. Thatcher: We do not care how you get him here. We are willing 
to word the motion anyway you like, to invite him or request him as you wish. 
We hope to bring up this point when he gets here, namely, that according to the 
Public accounts report, Saskatchewan got only one-quarter of the contracts 
that the Yukon got. Moreover, I see that the Maritime provinces and the 
three Prairie provinces and British Columbia are far below the others, if you 
take the population of those provinces into consideration at all.

According to a return which we got in parliament, Saskatchewan this year 
received only % 0 of 1 per cent of the contracts let, up to the end of February. 
All we want to know7 is what we can do to get something more?

I am sure that the government has not discriminated against my province 
lor nolitical reasons ; but I would like them to come and give me what the 
reasons are. And if they do not come and tell me what their reasons are, I 
shall begin to think that political considerations account for it.

We want to ask about the contracts let by the government. I feel sure 
that the Right Hon. Mr. Howe would welcome an opportunity to come and tell 
us about them.

Mr. Stewart: Question?
The Chairman : Before the question is put, the chairman would like to 

he allowed to say a few words.
I think we all agree on the necessity of spreading as much as possible 

ainnngst all provinces the allocation of contracts. But personally I do not 
think the way to do it is to ask in the Public Accounts committee for the 
minister to come and talk about government policy when we are not dealing 
with it.

T think we should try to better the position of the provinces which have 
uot been as much favoured as others, by asking the present witnesses, and any 
other witnesses we may care to call, for the reasons why, in the past, contracts 
have not been awarded to Saskatchewan.

We have had 18 meetings with the National Defence people; and we may 
have quite a number more until the session adjourns, if we care to keep on 
asking pertinent questions as to why, in this or that field, contracts were not 
*et to Saskatchewan. That is perfectly logical, and I am sure all members would 
agree and would like to help you in that respect.

As far as Mr. Fleming’s views are concerned, about bringing the minister 
before the committee, I do not think he understood my point. As I have said, 
h' has not been the practice in the British House and in the Canadian House for 
ministers to appear before the Public Accounts committee and talk about their 
Policies.

According to our terms of reference we are not entitled or allowed to talk 
about policies. It is true that a minister may come before a committee which 
Is specially set up to consider his estimates, the estimates of his department, 
or to consider a bill concerned with his department, or with respect to any 
measure or which they have to do with something concerned in his department. 
An example of that is the special committee of the House on the estimates of 
the Department of External Affairs, where it has been decided to refer those 
estimates to a special committee.

But here in this committee—and I shall not repeat what I have said quite 
often since we began our order of reference—our purpose is to study the public 
accounts of Canada. We are not here as a defence committee. We are here 
as a committee to study the public accounts for the year 1949-50 and to question 
the witnesses under our order of reference.
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Matters of government policy are not of concern to this committee on 
Public Accounts. They are of concern to the House of Commons committee of 
the whole. That is the place where questions about policy should be asked, 
and where the ministers are bound to answer. And if the members do not like 
the answers, or thing they are inadequate, it is up to them to force or hammer 
out the answers they want.

hat we are dealing with here is the question of whether or not a sum 
which was spent in the year 1949-50 was weill spent. We can bring here as a 
witness a member of the administration, I mean an officer of the department 
concerned to give us information. And if the witnesses do not supply that 
information, they can be censored; or if we are not satisfied with it, we can 
report on them.

But as to matters of policy, I do not think it is up to this committee to 
deal with them. So I personally think that the first paragraph, as well as the 
third paragraph, of this motion, are certainly out of order, that the minister 
be requested to appear to explain government policy and methods in the 
allocation of defence contracts.

We.can ask the witnesses we have here or any other witnesses that we maj 
have concerning the methods they have followed with respect to defence con
tracts in the year 1949-50. And we can ask these witnesses about the feasibility 
of setting up a central purchasing agency and so on. But I submit that questions 
having to do with government policy should only be dealt with in the House. 
So personally I do not think the motion is in order.

Mr. Thatcher: At least you will put the question, Mr. Chairman?
The Chairman: Do you challenge my ruling, then?
Mr. Thatcher: Yès. I challenge your ruling.
The Chairman: I shall read the motion made by Mr. Thatcher.
It is moved by Mr. Thatcher and seconded by Mr. Wright:

That the Minister of Defence Production be invited to appear before 
the Public Accounts committee at an early date, for the following 
purposes:

1. To explain government policy and methods in the alllocation of 
defence contracts.

2. To give the reasons why the Prairie and Maritime provinces have 
received and are receiving such a small proportion of defence contracts 
allocated.

3. To discuss the feasibility of setting up a central purchasing agency 
for all government departments.

An amendment was made by Mr. Fleming, adding these words :
4. To discuss such other matters as the committee may wish to 

question the minister about.
I shah make these added words part of the first motion, and I repeat the 

fact that the chairman has already ruled that the motion is out of order. So the 
question is on the chairman’s ruling. All those in favour of sustaining the 
chairman’s ruling will please say so. I shall ask the secretary to count the 
members, so wiill you please stand up? Those who are against the chairman’s 
decision will please rise?

I declare the chairman’s ruling sustained.
Mr. Wright: I want to make a motion, Mr. Chairman. According to the 

members here who have voted against Mr. Thatcher’s motion, I take it they 
would be in favour of my motion which reads as follows:
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That Mr. Howe be invited to appear before this committee with 
regard to contracts let during the year 1949-50 now under review by 
this committee.

Mr. Benidickson: I second the motion.
The Chairman : That motion is in order.
Mr. Wright, seconded by Mr.. Bcnidickson, moves as follows:

That Mr. Howe be invited to appear before this committee with 
regard to contracts let during the year 1949-50 now under review by this 
committee.

As I have said, this motion is in order. Alll those in favour?

Carried.
The motion is carried unanimously.

By Mr. Ashbourne:
Q. I understand the witness gave an amount of some $600 odd as having 

wen spent in Labrador.—A. Yes.
Q. I would like to ask why that amount was not included under the heading 

°f Newfoundland.—A. It should have been included in that first paragraph 
Much I gave.

Q. I represent Labrador as well, of course.
The Chairman : You do not want a separate province made out of your 

riding. Shall we carry on with the next answer?

By Mr. Fleming:
Q. I would like to ask one or two questions about the basis of this break

down by provinces. I think you indicated that this is simply a breakdown 
Nised upon the place where the order was given or received by the contractor?— 
A. That is right.

Q. Is there any closer method of calculating the purchases in terms of the 
origin of the goods and commodities purchased, or the work done under the 
contract?—A. It would be extremely difficult to do. I do not think it could be 
done. For example, one particular lot of items for use in the Prairie provinces 
would be manufactured in the east. On the other hand, we buy a lot of food
stuffs in the east which come from the west. It would be almost impossible 
to trace back these contracts to determine the origin of the products.

Q. If questions are to be based on it this breakdown as representing 
Provinces in which the work was done under the contract, or in which the 
commodities are purchased, it seems to me wholly inaccurate, in fact, mis
leading.—A. It indicates only the province in which the contract was awarded, 
n°t the province where the stores originate.

Q. I cannot see that it is of much value for this purpose.

By Mr. Richard (Ottawa East):
Q. That would be only if the address is given of the person who tenders?— 

A. That is right.
Q. The address used by him ; it might be Ottawa all the time?—A. It may 

be purchased from a local dealer.
Mr. Benedickson : It often is.
The Witness: If you want to go back far enough you can go right back 

do the basic materials such as steel, lumber, and so forth.
Mr. Fleming: I do not think we can base anything on a statement like 

that, if we are thinking in terms of the allocation of purchases by provinces.
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Mr. Thatcher: There may be inaccuracies in it. But no matter how you 
look at the figures, you will see that my province is not getting any contracts. 
You may say that they are routed through Ottawa or British Columbia, but 
you must see that there are no contracts going into my province.

Mr. Richard (Ottawa East) : Maybe Mr. Thatcher could tell us what he 
has for sale that is not being sold.

Mr. Thatcher: Surely, I could tell you of a lot of things.
The Chairman : Are there any types of contracts on which representatives 

from Saskatchewan feel that their province has been discriminated against?
Mr. Thatcher: Yes, there certainly are. The Provincial government pro

duced a list of all the manufacturers wrho wanted to supply something to the 
department and wanted to tender and are willing to tender. They have gone 
to great lengths in that regard, including the Boards of Trade and City Councils 
and so on.

The Chairman : Do you know of any contracts in 1949-50 on which v°u 
feel that firms in Saskatchewan have been discriminated against?

Mr. Thatcher: Yes. And I shall give you that information as soon as the 
Right Hon. Mr. Howe comes here. I will bring the list down with me. There 
are dozens of them.

The Chairman : You have not got it with you today?
Mr. Thatcher: No, but I have the information.
Mr. Richard (Ottawa East) : I think we should have notice of them, Mr- 

Chairman.
Mr. Thatcher: The parliamentary assistant has already had notice. • ■
The Chairman : You cannot expect a member of the government to come 

here with all the files of his department and be able to answer you right away- 
If you have a complaint about any contract, the place to raise it is when we 
have here the witness who can answer and we have one now.

Mr. Thatcher : My complaint has to do not so much with the contracts 
that we get but rather concerning the contracts that we have not got.

The Chairman : Is there any contract as to which you say or suggest 
there has been discrimination against a firm in Saskatchewan? If there is, it 
is our duty to go into it; and if there is, we will want to get the file produced.

Mr. Thatcher: If you would only give us some contracts, I would not 
have protested about the odd one.

The Chairman: I mean among the contracts which were awarded.
Mr. Richard (Ottawa East) : Did you tender, Mr. Thatcher?
Mr. Thatcher: Surely !
The Chairman : If there are any contracts with respect to which you would 

suggest that a Saskatchewan firm has been discriminated against, it would be 
our duty to look into them.

Mr. Wright: May I say a word or two on that particular point?
The Chairman : 'The witness wants to answer one or two questions.
The Witness: It has been indicated that we were provided with a list of 

companies in the province of Saskatchewan and that we neglected to put them on 
our tender list.

Mr. Thatcher: Not in the year in question. That has been done recently- 
I am sorry, but it was not in the year 1949-50.

The Witness: Those companies whose names have been supplied to us are 
on our mailing list and are being given an opportunity to tender.

Mr. Fleming : But were they, in the year under review?
The Witness: No, sir. We received the information since that year.
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Mr. Wright: I think the witness suggested yesterday quite clearly that 
there was a disadvantage to any company not only in Saskatchewan hut in the 
Maritime provinces who wished to tender on contracts on an f.o.b. basis. So 
1 would like to question the witness further on that point. Many of those goods 
which you quote f.o.b. in Ottawa may be used in other parts of the dominion.

The Chairman : I think the witness has one or two further answers he would 
hke to put on the record.

Mr. Wright: I am only illustrating a point. That is one disadvantage we 
have which makes it very difficult for firms in certain parts of the dominion to 
Wake successful tenders on goods and services required by the National Defence 
Department. I think it is a matter to which this committee should give some
consideration.

The Witness: At the last meeting I was- asked if we had received any 
complaints about our methods and policies. I have since then checked the files. 
* did receive complaints. '

By Mr. Fleming:
Q. You say you did?—A. Yes, I did ; and those are complaints concerning:

1. Rejection by us of late tenders, that is, tenders not received in the
Tender Opening Room of the Canadian Commercial Corporation 
prior to the closing time and date specified therein, because of delays 
which occurred in the mail. The Corporation’s policy was not to 
make allowance for delays in transmittal of tenders by mail or other
wise, and all late tenders were returned unopened to the tenderers 
with a letter explaining the reason why they were returned. If it 
were necessary to open a tender to extract plans and specifications or 
obtain the return address of the tenderer, the accompanying letter 
would explain why the tender was opened.

2. Insufficient time in which to prepare and submit tenders.
In setting the closing date for a tender, consideration is given to 

the type of stores required and the length of time that should be 
required to prepare the tender and the time required for mailing. 
In many cases, it has been represented to us by some of those, invited 
to tender that they require additional time in which to prepare and 
submit their tenders. When the need for the stores was such that an 
extension of time could be granted, the closing date was extended and 
all those invited to tender were notified of the new closing date. 
There were cases, however, when because of the urgent need for the 
stores, it was not possible for us to grant an extension of the closing 
date when such requests came from only one or two companies who 
were invited to tender and we had no indication from the 'others that 
they would require an extension of time.

3. Our practice of inviting competitive tenders in which we asked tenderers
to submit prices including all transportation costs to the delivery 
point (Receiving Depot).

Suppliers located at points far removed from the Receiving Depots 
stated that they could manufacture the stores at a price comparable 
with those manufacturers located nearer to the Receiving Depots 
but were at a disadvantage because of the higher transportation costs 
in transporting the goods from their factory to the Receiving Depots.

The purchasing policy of the Corporation was to consider tenders 
on the basis of the delivered cost of the stores, that is, the laid down 
cost at the Receiving Depots.

Mr. Thatcher: Would you stop for one moment, please.
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The Chaibman: Let him finish his answer. We cannot separate the state
ment. Go ahead, Mr. Low.

The Witness: I have finished my answer, Mr. Chairman.
The Chairman: Now, Mr. Thatcher.
Mr. Thatcher: I take it that they always take the laid down cost at the 

store. That has been one of our troubles, because of the freight rates and so 
we simply cannot compete. So would it not be fairer to take the goods f-O-bj 
the factory wherever it is, in order to diversify these industries somewhat. 
Surely it would be better to take them f.o.b. the factory?

Mr. Richard (Ottawa East) : At the cost of the taxpayers, of course?
Mr. Wright: I think that is a question which the Right Hon. Mr. H,n'c 

might answer rather than this witness. It would be a question of policy of the 
department.

The Chairman: I do not think that the Right Hon. Mr. Howe can be 
questioned here particularly on matters of policy. He would be asked to answer 
questions on the public accounts.

Mr. Thatcher: We are going to question the Right Hon. Mr. Howe about 
a lot of things. We accepted the sub-amendment very reluctantly.

Mr. Benidickson : I do not think the minister would mind answering this 
question. I remember two types of complaints from western suppliers. One 
would be along the line of this f.o.b. matter. I would offer for example the case 
of a manufacturer of shoes in western Canada. It would be known that a grea 
number of those shoes would be used by military personnel in western Canada, 
but the practice was to require tenders to be given f.o.b. Ottawa. Yet those 
very same shoes would have to be shipped to the west. In that case the western 
tenderer would be out of luck because he could not compete. J

Another type of complaint would be in the case of a western agency f°r 
heavy machinery which would be needed for use in the Prairies. The price 
would have to be f.o.b. an eastern point and the result would be that you would 
have to buy from an eastern agency, in spite of the fact that that very same 
machinery would be landed at a western airport or at a western military 
establishment. I was wondering what validity there was in these complaints.

The Witness: We invite tenders based on delivery points stated by National 
Defence in the contract demand.

With respect to the first case you speak of, while it was true that the 
company in Winnipeg making footwear would have to compete with eastern 
manufacturers, on footwear being delivered, let us say, to Moncton or to 
Plouffe Park; on the other hand he would be in a better position than Eastern 
manufacturers on footwear being delivered to Western depots.

Mr. Benidickson: Under the policy in question you require the tenders 
to be f.o.b. Ottawa whether or not the plant producing the goods be in Winnipeg 
or Vancouver?

The Witness: That applied in the case of army footwear. In the case 
of footwear for the navy, it is delivered to Esquimalt and Halifax; while in the 
case of footwear for the air force, it is delivered to Calgary, Weston, Ontario) 
and Moncton.

Mr. Thatcher: And in the case of the army it would be required because 
they have central stores in eastern Canada, one in Montreal and one in Ottawa.

The Chairman : That was one of your suggestions, Mr. Thatcher.
Mr. Thatcher: Yes, that is true, but you can have warehouses all over 

the country.
Mr. Benidickson : What was the practice of the corporation during the 

period in question with respect to the matter of purchasing heavy machinery •
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The Witness: We might invite tenders on a piece of equipment to be 
delivered in eastern Canada, DND might subsequently have it shipped to 
the west.

Mr. Benidickson: No. I asked: If you required heavy machinery, some 
°f which is destined for use in western Canada, what would you require in the 
WaY of a delivery point in the tender?

The Witness: We invite tenders based on the destination given in the 
contract demand made by the Department of National Defence. If they 
indicate in the contract demand where the equipment is to be delivered, we 
invite tenders on that basis, and the goods would be delivered at that point.

Mr. Benidickson : And that practice would be followed; even where the 
yepartment of National Defence said that they wanted equipment originally 
delivered to some point in the east, although it was required to be shipped by 
National Defence to a western Canada destination?

.The Witness: That is right. We have no knewledge of what happens to 
equipment after it is delivered to DND.

Mr. Benidickson : So the result would be that a western agency would 
uot- have a possibility of putting in a tender.

Mr. Fleming: I wonder if there is some explanation for the figures which 
Mr. Low gave us. I refer to the total of $188 million; $3,537,206 for the United 
states, and $4,866,000 for the United Kingdom. That would leave about $21 
bullion, would it not? •

The Witness: These figures were prepared long before this meeting. As 
a matter of fact, they were prepared just at the end of the fiscal year. We 
d'd not then have in all the returns of the amount of contracts let. We did not 
have all the figures in at the time.

By Mr. Fleming:
Q. What would be the date of this break-down?—A. It would be about 

April, 1950.
Q. So there would be another $25 million of goods to be accounted for?

The Chairman : The committee now stands adjourned.

—The committee adjourned.
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MINUTES OF PROCEEDINGS
House of Commons, Room 430.
Tuesday, June 12, 1951.

The Standing Committee on Public Accounts met at 11.45 o’clock a.m. The 
Vice-Chairman, Mr. David A. Croll, presided.

Members -present: Messrs. Anderson, Ashbourne, Boisvert, Boivin, Brisson, 
Cleaver, Croll, Fleming, Fraser, Harkness, Helme, Johnston, Larson, Macdonnell 
(Greenwood), Major, Richard (Gloucester), Richard (Ottawa East), Robinson, 
Sinclair, Thatcher, Wright,

In attendance: The following officials of the Canadian Commercial 
Corporation : Mr. W. D. Low, O.B.E., Managing Director; Mr. W. J. Atkinson, 
C-B.E., General Purchasing Agent and Mr. F. F. Waddell, Secretary and Legal 
Adviser.

The Committee resumed consideration of the public accounts for the fiscal 
year ended March 31, 1950.

The Vice-Chairman informed the Committee that further returns were 
being tabled by the Department of National Defence, in compliance with 
^quests made by the Committee in the course of the examination of Mr. C. M. 
Brury, Deputy Minister, and of Mr. A. Ross, Associate Deputy Minister. The 
eighteen returns were ordered to be printed as Appendix “A” to the day’s 
Minutes of proceedings and evidence as follows:

item particulars

1. Compensation payable in respect Of claims against the Crown—page 
415, Meeting No. 15, May 22, 1951. (Page N. 27 of Public Accounts).

2. Breakdown of the item “Professional Services” Page 415, Meeting No. 
15, May 22, 1951. (Page N. 27 of Public Accounts).

3. Education of children, number of teachers, number of children attend
ing service schools and number for whom non-resident school fees are 
paid. Page 416—Meeting No. 15, May 22, 1951.

4. Northwest Highway System—details of cost and maintenance—Page 
421, Meeting No. 15, May 22, 1951.

5. Married Quarters—Cost at various locations—Page 427—Meeting No. 
15, May 22, 1951.

6. Construction contracts which have not been completed or performed to 
the satisfaction of the department—Page 447, Meeting No. 16, May 24, 
1951.

7. Requests for use of RCAF aircraft which were not granted—Page 471, 
Meeting No. 17, May 29, 1951.

8. Breakdown of Miscellaneous Expenses Navy—Page 481, Meeting No. 
17, May 29, 1951. (Page N. 32 of Public Accounts).

9. Payments on Construction and Maintenance in the Province of 
Saskatchewan for the fiscal year 1948/49.—Page 488, Meeting No. 17, 
May 29, 1951.

10. Helicopter Aircraft held during 1949/50—Page 506, Meeting No. 18, 
May 31, 1951.

87914—14
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ITEM PARTICULARS
11. W. 0. Smith—sentence served and attempt at collection of defalcation—

Page 507—Meeting No. 18, May 31, 1951. (Page N. 45 of Public 
Accounts). "'.A.,3

12. Details of uncollectable items—Page 508—Meeting No. 18, May 31,
1951. (Page N. 45 of Public Accounts). |

13. Additional information concerning extramural research grants—Page 
511, Meeting No. 18, May 31, 1951. (Pages N. 46 and N. 47 of Public 
Accounts).

14. Prisoners of War—Page 513, Meeting No. 18, May 31, 1951. (Pa8e
N. 47 of Public Accounts). |

15. Statement of travelling expenses of civil personnel who receive allow
ances in excess of $2,000—Page 516, Meeting No. 18, May 31, 19°1- 
(Page N. 49 of Public Accounts).

16. Amount paid to Bell Telephone Co. in 1948/49 and cost of long distance
telephone calls in 1949/50—Page 519, Meeting No. 18, May 31, 19’b 
(Page N. 55 of Public Accounts). . y

17. Payment to Canadian Commercial Corporation—Page 520—Meeting
No. 18, May 31, 1951. (Page N. 56 of Public Accounts). 1

18. Payments to architectural and engineering firms—Page 522, Meeting 
No. 18, May 31, 1951.

Note: Public Accounts referred to above are those for the fiscal yc°r 
ended 31st March, 19-50.

The adjourned examination of Mr. Low was continued. The witness read 
into the record detailed information asked for by the Committee at the previoU” 
sitting. Mr. Low was also questioned on other items of the public accounts, with 
respect to national defence, and was asked to supply detailed returns on some 
of these. He indicated he would undertake to supply such information at the 
earliest possible date.

And the examination of Mr. Low still continuing; the said examination was 
again adjourned to the next sitting of the Committee.

The Vice-Chairman informed the members that a number of vouchers with 
reference .to certain items paid to James Adams and others, which are listed on 
pages 292 and 293, Volume 10, of the printed record of the Committee, were now 
in possession of the Clerk and could be examined at the latter’s office.

At 12.55 o’clock p.m., the Committee adjourned to meet again at 11.30 o’clock 
a.m., Thursday, June 14.

ANTOINE CHASSE,
Clerk of the Committee.



EVIDENCE

June 12, 1951, 
11:45 a.m.

The Vice-Chairman : Gentlemen, the meeting is now called to order.
v Mr. Thatcher: Mr. Chairman, before you start with the questioning, may 

,say a word ? I was just wondering. If the Right Hon. Mr. Howe is coming,
there be any chance of his coming this Thursday? The reason I ask is not 

? Merest to the committee, but it is to me. I have to go home on Friday night 
°r a week for economic reasons and something else, so I shall not be here next 

''eek. But I would like it very much if the Right Hon. Mr. Howe could come 
t)efore the committee on Thursday.

The Vice-Chairman : I was just going to inform this committee that the 
jhght Hon. Mr. Howe has agreed to come on Tuesday, June 19. He -was asked, 
* think, to come as soon as possible. That was the earliest date he could fix.

Mr. Thatcher: You think there would be no chance of his coming on 
Thursday?

The Vice-Chairman : The chairman gave me that information. I think 
that Mr. Mcllraith did the liaison work along with the chairman. That is the 
best date they could get.
, Mr. Macdonnell: Mr. Chairman, in view of the fact that Mr. Thatcher 
has been active in this committee, and of the fact that it was his suggestion, I 
w°uld like to ask if it is not conceivable that the Right Hon. Mr. Howe might 
agree to come on Thursday? Could you find that out?

The Vice-Chairman :. If he could not come on Thursday, he might come 
a^r on. Would you like me to find that out?

Mr. Thatcher: Maybe they could just ask him once again if there is any 
chance of his coming before us on Thursday.

The Vice-Chairman: And if not on Thursday, could we put it off for a 
Week? I shall not ask you that question, but I shall see what I can do.

First of all, I have some returns. There are 18 of them which are being 
aiade by the Department of National Defence. Do you want me to read them? 
Hiey are very extensive, and they will take considerable printing. I shall give 
^'°11 an indication of what they are. I will read the list as follows:

1. Compensation payable in respect of claims against the Crown—Page
415, meeting No. 15, May 22, 1951. (Page N. 27 of Public Funds.)

2. Breakdown of the item “Professional Services’’—Page 415, meeting No.
15, May 22, 1951. (Page N. 27 of Public Accounts.)

3. Education of children, number of teachers, number of children attend
ing service schools and number for whom non-resident school fees
are paid—Page 416, meeting No. 15, May 22, 1951.

4. Northwest Highway System-details of cost and maintenance—Page
421, meeting No. 15, May 22, 1951.

5. Married Quarters—Cost at various locations—Page 427, meeting
No, 15, May 22, 1951.

6. Construction contracts which have not been completed or performed
to the satisfaction of the department—Page 447, meeting No. 16,
May 24, 1951.
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7. Requests for use of RCAF aircraft which were not granted—Page
471, meeting No. 17, May 29, 1951.

8. Breakdown of Miscellaneous Expenses—Page 481, meeting No. 17,
May 29, 1951. (Page N. 32 of Public Accounts.)

9. Payments on Construction and Maintenance in the Province of Sas
katchewan for the fiscal year 1948-49—Page 488 meeting No. 17, 
May 29, 1951.

10. Helicopter Aircraft held during 1949-50—Page 506, meeting No. 
18, May 31, 1951.

11. W. O. Smith—sentence served and attempt at collection of defalca
tion—Page 507, meeting No. 18, May 31, 1951. (Page N. 45 of 
Public Accounts.)

12. Details of uncollectible items—Page 508, meeting No. 18, May 31, 
1951. (Page N. 45 of Public Accounts.)

13. Additional information concerning extramural research grants 
Page 511, meeting No. 18, May 31, 1951. (Pages N. 46 and N. 47 of 
Public Accounts.)

14. Prisoners of War—Page 513, meeting No. 18, May 31, 1951. (Page 
N. 47 of Public Accounts.)

15. Statement of travelling expenses of civil personnel who receive allow
ances in excess of $2,000—Page 516, meeting No. 18, May 31, 1951. 
(Page N. 49 of Public Accounts.)

16. Amount paid to Bell Telephone Co. in 1948-49 and cost of long 
distance telephone calls in 1949-50—Page 519, meeting No. 18, May 
31, 1951. (Page N. 55 of Public Accounts.)

17. Payment to Canadian Commercial Corporation—Page 520, meeting 
No. 18, May 31, 1951. (Page N. 56 of Public Accounts.)

18. Payments to architectural and engineering firms—Page 522, meeting 
No. 18, May 31, 1951.

These answers will take quite a little time to print. The Clerk of the 
Committee is going to send them to the Printing Bureau ahead of time. They 
will be included as appendix A to the proceedings today.

(See appendix A)
Mr. Fleming: Does this complete all the returns we are going to have, Mr- 

Chairman? 6 s
The Vice-Chairman : There is one more return. It will be made perhaps 

on Thursday, or it may not be made until next Tuesday.
Mr. Fleming: With regard to the proposal to bring the officials back for 

questioning, I feel that we need sufficient time to study this material before 
hand.

The V ice-Chairman : Yes. When you are ready, you can inform the 
chairman. The officials will be available.

Mr. Fleming: We would be wasting a lot of time unless we had an 
opportunity to go over the printed record ourselves.

The Vice-Chairman: You have some further answers to questions, Mr. 
Low?

Mr. W. D. Low, O.B.E., Managing-Director of the Canadian Commer
cial Corporation, called :

Mr. Fleming: Mr. Chairman, before we start with the questioning, should 
we not be giving some thought to our program of meetings of this committee 
for the time that remains to us? Is there any indication yet about the probable
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date of prorogation and the probable number of meetings of this committee 
which we may have?

The Vice-Chairman: I presume that the House will close at the end of 
the month. That would mean that we have six meetings.

Mr. Fleming: Five meetings after today in the ordinary course.
The Vice-Chairman: Yes. The Right Hon. Mr. Howe will be here for 

one meeting, whether it be Thursday or Tuesday. That will take up one 
meeting completely.

Mr. Fleming : And National Defence officials will be here for at least one 
meeting?

The Vice-Chairman: Yes; with respect to the report, we may have to 
do the report outside of the regular meetings.

Mr. Fleming : Yes, in other hours.
The Vice-Chairman: You have some answers to give, Mr. Low. Will 

you please give them slowly?
The Witness: At the first meeting I attended, Mr. Chairman, I was asked 

a question with regard to our inventory of strategic materials. I am glad to 
say that I have obtained security clearance in order to give the information in 
this form. It is as follows: At the end of the fiscal year, March 31, 1950, the 
Corporation had on hand 2,853,000 pounds of tin, and 1,103,000 pounds of 
antimony of a total value of $3,385,000.

By Mr. Fleming:
Q. You mean that is the price that your corporation paid for them?— 

A. That was the purchase price.
Q. Is that the sum total of strategic materials held by the corporation at 

that date?—A. Yes, at that date.
Q. Had any other materials been purchased in that year and disposed of or 

distributed?—A. No.
Q. These were the only two that were stockpiled?—A. Yes, in that fiscal 

year.

By Mr. Fraser:
Q. How were they allotted to manufacturers? I mean, having regard to 

necessity, and essential materials, and essential work?—A. These materials 
are still on hand.

Q. You say they are still on hand?—A. Yes, they are still on hand.
Q. None of that material has been allotted?—A. No, none of this material 

has been allotted to any manufacturers.
Q. And with respect to that tin especially, where do you hold it?
The Vice-Chairman: No, no.

By Mr. Fraser:
Q. Do you hold that tin in your own places, or do you have special allot

ments for it?—A. The materials are on hand in government property.
The Vice-Chairman: That is all right.

By Mr. Fraser:
Q. All I wanted to know was that they had it here, that they knew where it 

was, and that they were keeping track of it.

By Mr. Fleming:
Q. What is the market value of this quantity of material today? Have you 

had any estimate made of that?—A. I have not today’s prices ; but the value is 
considerably more than the prices we paid.
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Q. On both commodities?—A. On both commodities.
Mr. Fraser: Tin has risen 7 cents a pound, has it not?
The Witness: Something like that.

By Mr. Fleming:
Q. Just one further question. Do you expect to have need or use for these 

materials? Is there any reason to think that there is not going to be a demand 
for these materials from government sources within a reasonably early period of 
time.—A. I could not answer that question. It depends entirely upon world 
conditions. We have the material here in case of need.

Q. Much of this material has been on hand for two years now without being 
called upon for use.—A. That is right.

By Mr. Macdonnell:
Q. Some little time ago the Americans suddenly ceased to purchase tin and 

there was a great slump in the market. They have resumed now, and there has 
been a rise in the price of 7 cents a pound. Is that rise due to that action by the 
Americans?—A. I cannot answer that question. I have no knowledge of what the 
United States is doing at the moment in regard to stockpiling.

Q. There is no common approach to the question between us and the United 
States?—A. No, there had not been any at that time. At the time under review 
there had been no common approach to the problem, Mr. Chairman.

The Vice-Chairman: What other answers have you, Mr. Low?
The Witness : I was asked a question as to the principles which govern the 

determination of goods and services to be purchased by district purchasing offices 
as compared with those which are dealt with at headquarters in Ottawa.

Our district purchasing offices are located in the cities across Canada already 
named where it is considered they can be the most useful to the various com
mands and units of the Department of National Defence. Normally these 
district purchasing offices purchase stores which are urgently required by units 
in the field, and articles not normally carried in stock or which are temporarily 
out of stock at National Defence supply depots.

They also contract for foodstuffs and services of a strictly local nature, such 
as coal haulage, garbage removal, snow removal, laundry and dry cleaning.

They also accept and take purchase action on requisitions submitted to them 
by local units of the Department of National Defence in the vicinity. The 
financial limits within which such local units may sign and submit requisitions 
to our district purchasing offices are delegated to them by the Minister of 
National Defence.

In addition, these district offices handle requisitions which the corporation 
may receive at Ottawa from National Defence headquarters, and forward to 
them for purchase action. Such requisitions usually cover goods or services 
which could be obtained from suppliers in the area of the district purchasing 
offices. Our district purchasing agents would be better acquainted from a source 
of supply standpoint than we would be at headquarters.

By Mr. Fleming:
Q. It is quite clear that the result of having these local purchasing offices 

has been that through those offices the purchases tend to be made on a local 
basis to a greater degree than those made at headquarters at Ottawa.—A. That 
is right.

The Vice-Chairman: Please proceed.
The Witness: The next question was in connection with the Canadair con

tract for the production of F-86 airplanes. I was asked to provide Canadair’s 
estimate of the capital assistance required. I have it here.
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For tooling, the amount was $5,200,000 ; and for capital equipment, the 
amount was $2,978,000. There was nothing for buildings.

By Mr. Fleming :
Q. How were those amounts paid? Was it done by instalments?—A. As the 

equipment was produced. We did pre-finance the company. We put them in 
hinds when they started, so that they could speedily pay the invoices for equip
ment purchased.

Q. How was that done? Was it done by your inspectors?—A. It was done 
by cost auditors of the Treasury.

Q. And these amounts were distributed over a period of 12 months, the 
period which is under review?—A. No sir. These sums were not spent during 
these 12 months.

Q. You mean they were just authorized?—A. They were authorized during 
those 12 months.

Q. Have you the figures as to the amounts actually paid in this fiscal year 
We are studying?—A. No, I am sorry. While the corporation made the commit
ments, the bills would be paid by the National Defence department.

Q. So, actually your corporation had less to do with these contracts than 
With ordinary contracts?—A. No. We had a great deal to do with this contract. 
We were responsible for selecting the contractor. Our engineers were responsible 
for the checking of the figures with respect to capital equipment and tooling. 
”hen we were satisfied with them, the contract was awarded. But the bills 
Would be paid by National Defence.

Q. In other words, you simply cleared the requisitions for funds against 
fte amounts authorized, and then passed them on to the Department of National 
Defence, with your approval?—A. That is right.

By Mr. Fraser:
Q. With respect to these amounts that are advanced, they are written off 

as the planes are taken off the line?—A. No, sir. All this equipment remains 
fhe property of the Crown.

Q. Does it all remain the property of the Crown?—A. Yes, sir.
Q. And there is no write-off?—A. No, sir.

By Mr. Macdonnell:
O. Is there any reference at all in the balance sheet of Canadair to these 

advances? How is it treated?—A. We have full records here in Ottawa of all 
the equipment that has been provided to Canadair.

By Mr. Fleming:
Q. I think .Mr. Macdonnell’s point is: How is it held? Is there a lease of 

h to Canadair, or a licence to occupy and use?—A. No. It is merely loaned to 
the company to perform our contracts.

Q. You lent the money ; but I thought you said you retained the title to the 
/ Property. Are we talking about two different things?—A. No. We provided the 

funds to Canadair to purchase certain equipment. While that equipment has 
been purchased under our supervision and has been installed in their plant, 
each piece of that equipment remains the property of the Crown.

Q. Yet Canadair enjoys the right to use it?—A. In the construction of 
F-86 fighters; that is correct.

By Mr. Harkness:
Q. Do they pay any rent for it?—A. No, sir.
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Mr. Johnston: Then how is the contract price based? Is it a cost-plus 
contract?

The Witness: It is a target price contract.
Mr. Fleming: Would you mind enlarging on the subject of how the Crown 

retains the benefit of ownership, or enjoys other returns from the expenditures 
which have been made in acquiring title to the machinery at Canadair, which 
Canadair is now using? Would you mind enlarging on your statement about 
the relationship between Canadair and the Crown with respect to these advances.

Mr. Macdonnell: You have the use of the machinery?
The Witness: Canadair had certain facilities of its own but did not have 

sufficient to produce F-86 fighters. Therefore we agreed to advance the neces
sary money to provide the additional capital equipment required. In addition 
to that, they had to have special tooling. So we provided the funds to obtain 
the capital equipment and the necessary tooling. The equipment and tooling 
remains the property of the Crown and it would be withdrawn from that plant.

By Mr. Fleming:
Q. Is there any proportion of this amount advanced for capital equipment 

which is not represented by some fixed and visible asset, the ownership of which 
remains in the Crown?—A. No.

Q. All of it?—A. Yes.
Q. And all of it went into fixed plant equipment?—A. That is right.
Q. But the Crown retains ownership of all that equipment, while Canadair 

has the right to use it in the construction of the F-86 fighters?—A. That is right.
Q. Will you explain further how this target contract works out?—A. I am 

sorry, but I do not have all the figures. However, if I might answer you without 
giving the actual figures, I would be glad to do so. I haven’t them here.

Q. It is the principle of the contract in which I am interested.—A. In this 
particular case we had something to go on. North American Aviation in Los 
Angeles had produced large quantities of F-86 fighters for the United States 
Air Force. So our engineers went down to California and made a time study 
to arrive at what we thought was a reasonable target price for the airplanes.

Then we negotiated a contract with Canadair. Under it they received a 
fixed fee based on five per cent of the target price. If costs exceed that target, 
they earn no additional fee. All they get is the cost. But if their costs are less 
than the target, they share in the savings to an amount not in excess of the 
5 per cent fee.

In other words, if Canadair does a good job, they can make as high as 
10 per cent.

By Mr. Johnston:
Q. How does our target contract price compare with the price paid in the 

United States? Is our target price higher than the United States price?-" 
A. I think it was somewhat higher because we had to import certain supplie5 
from the United States.

Q. Generally speaking, you would say it is about the same?—A. Generally 
speaking, it would be about the same.

By Mr. Macdonnell:
Q. In negotiating that price with Canadair, how did you give effect to 

-the fact that the capital equipment which Canadair was using was in fact put 
in and owned by the government? In other words, they, Canadair, were not 
supplying the full equipment. To what extent was that fact taken into account? 
—A. I do not believe that was given consideration at the time. North American 
Aviation of course had their equipment to produce the planes; but Canadair 
did not have the equipment; so this capital assistance would be in addition.
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There were three contracts, one for tooling, one for capital equipment, and 
one for production. The capital assistance had nothing to do with the 
establishment of the target price. That was a separate transaction entirely.

Mr. Fleming: I believe Mr. Thatcher would like to, ask a question. Is 
Mr. Thatcher’s question on this point?

Mr. Thatcher: Yes, it is.

By Mr. Fleming:
Q. I want to ask Mr. Low if he would bring a statement to us on the figures. 

We have not asked him for figures up to now. But I would like to see some 
figures indicating how the target price, under this contract, compared with the 
contract price for the construction of F-86 fighters in the United States, and 
indicating the value for purpose of comparison of the costs of the F-86 in the 
two countries. I take it that the provision of fixed plant and equipment would 
enter into that comparison?

Mr. Macdonnell: How is the question of writing-off or depreciation 
treated? You have a target price which you pay to Canadair. You explained 
the provisions with regard to the 5 per cent commission and so on. But I am 
still not clear about just what effect was given to the somewhat unusual 
procedure whereby so much of the machinery that was being used in the 
construction of these planes did not belong to Canadair but did belong to the 
government of Canada. I would like to know something first with respect to 
the price, and second, if there was no lease, what then was done with reference 
to the government of Canada’s gradually recouping itself by way of depreciation 
or otherwise for any machinery which was being used?—A. There is no write-off 
on the equipment because it remains Crown property. That procedure is not 
one bit unusual. It is merely the provision of capital equipment to the compahy 
to carry out the contract. This was done all during the last war.

By Mr. Harkness:
Q. Was that amount regarded as a subsidy to the company on the part of 

the Dominion government?—A. No, sir.
Q. So essentially it comes down to this: Certain equipment is provided for 

Canadair ; they 'are not charged rent for it. I understand you to say that it did 
not enter into the contract price. Therefore it really amounts to a subsidy.— 
A. If we charged the company a rental, the Department of National Defence 
would pay the rental for the equipment in the cost.

By Mr. Fleming:
Q. Your answer is that the Dominion government is the only customer for 

this plane?—A. That is right.
Q. However, in the figures we have seen quoted on the cost of construction 

of the individual F-86, we would, as a public accounts committee, want to be 
sure with respect to Canadair that some account has been taken of the fact 
that it is public money which has been provided and that it is included under 
the items of plant and equipment.

The Vice-Chairman : You have a memorandum of the question asked by 
Mr. Fleming. When those figures are provided, it will be easier to judge at that 
time.

By Mr. Thatcher:
Q. As I understand this matter, the government has provided much of the 

equipment and is taking the risk of losing some of its money. It has provided 
an assured market for the company; yet any profits which might accumulate 
will go to the company rather than to the taxpayers. Would it not have been 
much better, in view of these figures, just to have had a government plant and
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to let the government manufacture the planes?—A. The contractor cannot make 
more than 10 per cent on his work. As I have already explained, he is limited 
in the first instance to not more than 5 per cent of the target price. He cannot 
make more than 10 per cent.

Q. If the government’s money is in it to a large extent, then why should 
not the government make that 10 per cent? Was there something in the way 
which would have prevented this from being possible?

By Mr. Fleming:
Q. Has the government got the management and the know-how?—A. That 

is right. You must consider other factors besides the plant and equipment. You 
must consider technical skill. Canadair has the technical officers available there 
to do this work.

By Mr. Thatcher:
Q. Do you think that the government could not have hired' men of that 

calibre to do the work? When the government puts up the money and takes the 
risk, why should the company take the profits?-—A. That was a matter of policy. 
Under this contract the government provided the tooling and part of the capital 
equipment, while the contractor is producing the planes.

Mr. Weight: That is the point exactly. There is no reason so far as the 
company is concerned. I would like to know the percentage of the total plant 
being used by this company which has been paid for by the government, and 
the percentage of the total plant owned by the company itself. It seems to me 
that if we arc providing the larger share of the plant and the larger share of 
the equipment, then, all the company is supplying is the technical know-how.

The Vice-Chairman : Can you get that technical know-how for less than 
5 per cent any place?

Mr. Wright: That technical know-how can be hired by the government. 
The company is not taking any risk whatsoever. If they w'-ere taking any risk 
in the matter, I would think they were justified in getting their 10 per cent; 
but if they are not taking any risk whatsoever, and if the government is paying 
for a large share of the plant and a large share of the equipment, I cannot see 
any justification for the 10 per cent.

The Vice-Chairman: He said1 five per cent on a target figure. If it went 
below the target figure then they divided anything below that figure between 
the government and the company. Am I right, Mr. Low?

The Witness: Yes, Mr. Chairman.
The Vice-Chairman: That five per cent figure is for administration, for 

know-how, for their technical skills. Five per cent is not unusual, is it?

By Mr. Thatcher:
Q. Well, that is going to enter into the cost whether it is privately owned or 

owned by the government. That is not a factor, I do not think. Was this 
building at one time not owned by the government, this Canadair plant?—A. 
Canadiar erected a building of its own at a cost of, I think, over $2 million to 
carry out this project.

Q. Did the government at any time own the Canadair buildings?—A. Yes, 
I think there was one building there, the old Noorduyn plant, was- taken over 
by the Crown and enlarged by the Crown during the war.

Q. So really they owned the whole thing at one time?
The Vice-Chairman: Did I understand you to say, Mr. Low, that for the 

purpose of this contract Canadair erected a $2 million plant?
The Witness: That is correct.
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By Mr. Fleming:
Q. At the company’s expense?—A. That is right.
Q. In other words, the government did not provide all the plant and 

equipment?—A. Oh, no. I said that.
Mr. Thatcher: But they provided part of it.
The Vice-Chairman: Gentlemen, Mr. Low will bring figurés here to show 

exactly what contribution Canadair made and what contribution was made by 
the government—also information as to the similarity or dissimilarity of prices 
of F-86’s in the United States and in Canada.

Mr. Fleming: I presume that will go into the allowance for plant and 
equipment which enters into the cost of production of the F-86’s in Canada so 
that we can compare it with the cost of manufacture in the United States.

Mr. Thatcher : I was going to ask Mr. Low is it government policy against 
government ownership which has prevented the operation of this plant on this 
basis?

The Witness : I do not think, Mr. Chairman, I should answer on matters 
of government policy.

The Vice-Chairman : It is not his question.
Mr. Thatcher: It looks like a phobia to me.

By Mr. Fraser:
Q. What about taking care of breakages and replacements of this gov

ernment owned equipment? Are they looked after by Canadair or is that looked 
after by the government?—A. I would have to check the contract; it is all 
written up in the contract.

Q. The contract that you have at the present time for so many F-86’s>, is 
that contract revised at any time? What I mean by that is they are turning out 
so many, they have a contract for so many, but it is only a certain number. Am 
I right on that?—A. You are quite correct, this contract has been amended 
since 1949-50. It has been amended upwards, the quantity has been increased.

Q. It has been increased? Has the target price been changed?—A. I am 
sorry I cannot answer that definitely without looking up my papers and then 
again that would bring us right up till today. I was answering questions asked 
with respect to the period of 1949-50.

The Vice-Chairman: The witness has given Mr. Fraser the information 
he wanted. What other answers have you, Mr. Low?

The Witness : I was asked to provide a statement with respect to the 
engaging of consulting engineering and architectural services.

The Vice-Chairman: At this point I would like to make reference to the 
minutes of our meetings of May 31, 1951 at page 522. Mr. Nowlan asked for 
certain information. I will read Mr. Nowlan’s request:

Mr. Nowlan: On this return to which reference has been made, on 
page 292, could we have the amount for these various services, such as 
amounts paid to James Adam and the others which are listed in these 
pages 292 to 293?

The Chairman: What do you mean by the amount?
Mr. Nowlan: The bills for all the services that were incurred.
Mr. Browne: Actual bills submitted, Mr. Chairman.

I am told that these invoices and vouchers are now in the possession of the 
clerk and they may be seen at his office at any time by members of the
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committee. The Treasury branch have placed them in his custody, for inspec
tion. If someone will pass that information on to Mr. Nowlan he may be 
interested in looking at them.

Mr. Fleming: Are they very voluminous, Mr. Chairman?
The Vice-Chairman: I don’t know. They are in the clerk’s office. Will you 

proceed, Mr. Low?
Mr. Fleming: Is there any statement to summarize the contracts?
The Vice-Chairman: No, he is merely referring to them.
Mr. Fleming: Is it just a question of bringing in the vouchers?
The Witness: I think perhaps that my answer has to do with the selection. 

These answers arise out of information contained on pages N-24 and N-38 of 
the public accounts.

The first contract was for services to prepare designs and produce the 
required plans and specifications for a company armoury and a two battalion 
armoury for D.N.D. (army), estimated expenditure $55,000. The contract for 
this was awarded on the 29th of March, 1949 to James Adam of 48 Sparks 
Street, Ottawa, Ontario. James Adam was selected for this work because of 
the fact that these buildings were of a standard design and would include certain 
modifications which would be required for certain geographic locations, and 
further as James Adam was located in the city of Ottawa, a very close liaison 
could be maintained between the architect and the Department of National 
Defence.

The next contract covered architectural services and supervision of construc
tion of 240 houses for permanent married quarters, Camp Borden, Ontario, 
estimated at $11,000. The contract was awarded to E. C. S. Cox of Islington, 
Ontario, on August 26, 1949. E. C. S. Cox was chosen for this work because of 
the fact that this firm prepared the plans and specifications for the construction 
of these houses. These plans were known as the “Cox House”; further because 
of the close proximity of the Cox head office to the site, it was considered that 
the work could be done more efficiently and economically by this firm.

The next contract had to do with architectural and engineering services 
covering complete plans, working drawings, specifications and bills of material 
covering structural, architectural, mechanical (including heating, plumbing and 
ventilation), and electrical work for standard army camp buildings estimated 
at $84,000. This contract was awarded to H. W. Lea, 1226 University Street, 
Montreal, Quebec, on December 28, 1948. H. W. Lea was considered to have 
the necessary engineering experience, trained personnel and facilities to satis
factorily provide the services required. He was in a position to provide the 
services required immediately, and it was considered that he could complete 
the same efficiently and within a minimum of time. Further he was considered 
to be the engineer in the vicinity in the best position to provide the type of 
services required.

The next contract had to do with the employment of a survey party required 
during the summer of 1949 at Camp Shilo, Manitoba to produce information as 
directed by the camp engineer officer, and in accordance with specifications dated 
March 3, 1949, actual cost $5,044.03. This contract was awarded to R. H- 
Magwood, 69 Horace, Norwood, Manitoba, on April 7, 1949. R. H. Magwood 
was considered to have the necessary surveying experience, trained personnel 
and facilities to satisfactorily provide the services required, further he was 
considered to be the surveyor in the best position to carry out expediently the 
services required.

The next contract was for the sendees of a consultant to prepare, design and 
produce the required plans and specifications and bills of materials for building 
a permanent barrack block at Currie barracks, Calgary, Alberta, estimated at
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$16,000. This contract was awarded to Main and Rensaa of Edmonton, Alberta 
on March 23, 1949. Main and Rensaa were considered to be the only firm in 
the immediate vicinity with the necessary engineering experience, trained 
Personnel and facilities to satisfactorily provide the services required. Further 
■t was considered that this firm could complete the work efficiently within a 
minimum of time.

The next contract was to provide for the services of a surveyor to carry 
out a five foot contour survey at Wainwright military camp, Alberta, consisting 
°f approximately 8,650 acres and mapped at a scale of 200 feet to the inch, 
estimated expenditure $8,000. The contract was awarded to Photographic 
Surveys Western Limited, Vancouver, B.C. on February 13, 1950. As this work 
uecessitated the use of survey aircraft, and because Photographic Surveys 
Western Limited were the only known available firm for this type of work, a 
contract was negotiated with this firm only.

The next contract was to provide for the services of a consultant engineer 
to carry out a full survey for the water supply system at Wainwright Military 
Camp, Alberta, together with preparation of designs, plans, specifications and 
estimates, estimated expenditure $10,000. The contract was awarded to Ripley 
and Associates, Mortlake Block, Edmonton, Alberta on June 3, 1949. Ripley 
and Associates were considered to be the best firm in the immediate vicinity with 
the necessary engineering experience, trained personnel and facilities to satis
factorily provide the services required. Further it was considered that this firm 
could complete the work efficiently within a minimum of time.

The next contract had to do with services of a consultant to prepare, design 
and produce the required plans, specifications and bills of materials, for a 
Permanent barrack block, R.C.S.M.E. Chilliwack, B.C., estimated at $16,000. The 
contract was awarded to Ian R. Morrison, Kamloops, B.C. on March 30, 1949. 
Ian R. Morrison was considered to be the only architect in the immediate vicinity 
with the necessary architectural experience, trained personnel and facilities to 
satisfactorily provide the services required. Further it was considered that this 
architect could complete the work efficiently within a minimum of time; further, 
this architect designed and supervised most of the building at R.C.E. Camp at 
Chilliwack, B.C.

The next contract was for engineering services in connection with the 
Provision of permanent married quarters, (40 houses) at R.C.A.F. Station, White
horse, Y.T. including the design and supervision of the construction of roads, 
sewers and water systems and general development of the site, estimated at 
$20,000. The contract was awarded to Main, Rensaa and Minsor, Edmonton, 
Alberta, on June 12, 1948. Main and Rensaa were considered to have the 
necessary engineering experience, trained personnel and facilities to satisfactorily 
provide the services required. They were in a position to provide the services 
required immediately and it was considered that- they could complete the same 
efficiently and within a minimum of time. Further Main, Rensaa and Minsor 
Were considered to be the only consulting engineers in the vicinity, in a position 
to carry out these services.

The next contract was to provide architectural services covering the design 
and development of plans and specifications for a standard school building for 
general R.C.A.F. construction, estimated at $27,000. The contract was awarded 
to Barrott, Marshall, Montgomery and Merritt, Montreal, Quebec on January 20, 
1949. Barrott, Marshall, Montgomery and Merritt were considered to have the 
necessary architectural experience, trained personnel and facilities to satisfac
torily provide the services required. This firm was in a position to provide the 
services immediately and it was considered that it could complete the same effi
ciently and within a minimum of time. Further, as these buildings were of a 
standard type which could be constructed anywhere in Canada, the D.N.D.
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requested that a firm be engaged at a point no further away than Montreal, so 
that continuous liaison between the firm and R.C.A.F. maintenance comman 
could be maintained during the development of the designs. _ -

The next contract was to provide for architectural services covering the 
design and development of complete working drawings for a permanent standard 
design O.R. quarters building for general R.C.A.F. construction, estimated at 
$10,000. The contract was awarded to Barrott, Marshall, Montgomery and 
Merritt, Canada Cement Building, Montreal, Quebec on January 20, 19™- . I
Barrott, Marshall, Montgomery and Merritt were considered to have the neces
sary architectural experience, trained personnel and facilities to satisfactorily 
provide the services required. This firm was in a position to provide the services 
immediately and it was considered that it could complete the same efficiently, 
and within a minimum of time. Further, as these buildings were of a standard 
type which could be constructed anywhere in Canada, the D.N.D. requested that 
a firm be engaged at a point no further away than Montreal, so that continuous 
liaison between the firm and R.C.A.F. maintenance command could be maintained 
during the development of the designs. ,

The next contract was for architectural services covering the design and 
development of plans and specifications required for construction of the following 
buildings of standard design : 1, Combined Mess ; 2, 50 Bed Hospital; 3, Fire 
Hall; 4, Signals Receiver Building; 5, Control Tower, all for general R.C.A.l- 
construction, estimated at $47,200. The contract was awarded to Barrott, 
Marshall, Montgomery and Merritt, Canada Cement Building, Montreal, Quebec, 
on March, 29, 1949. This firm were considered to have the necessary architec
tural experience, trained personnel and facilities to satisfactorily provide the 
services required. This firm was in a position to provide the services immediately 
and it was considered that it could complete the same efficiently, and within ® 
minimum of time. Further as these buildings were of a standard type which could 
be constructed anywhere in Canada, the D.N.D. requested that a firm be engaged 
at a point no further away than Montreal, so that continuous liaison between 
the firm and R.C.A.F. maintenance command could be maintained during the 
development of the designs. ,

The next contract was for engineering services covering development ot 
sketches for approval and complete working drawings, and specifications for the 
construction of a standard wide span permanent hangar in various stations for 
general R.C.A.F. construction, estimated at $30,000. This contract was awarded 
to Margison and Babcock, 119 Isabella Street, Toronto, Ontario, on January 20,
1949. Margison and Babcock were considered to be the engineering firm with 
the necessary engineering experience, trained personnel and facilities to satis
factorily provide the services required. This firm was in a position to provide 
the services immediately, and it was considered that it could complete the same 
efficiently and within a minimum of time. Further the D.N.D. concurred in our 
selection. .Accordingly negotiations were entered into with Margison and 
Babcock.

The next contract was for engineering services covering the development ot 
sketches for approval and complete working drawings and specifications for the 
construction of the following standard design buildings: 1, Equipment Storage 
Building; 2, Second M.E. Building; 3, Parachute Packing and Drying Tower ; 4, ,
Operations Building, all for general R.C.A.F. construction at various sites, |
estimated expenditure, $45,000. The contract w'as awarded to Margison and 
Babcock, 119 Isabella Street Toronto, Ontario, on March 29, 1949. Margison 
and Babcock were considered to be the engineering firm with the necessary 
engineering experience, trained personnel and facilities, to satisfactorily provide 
the sendees required. This firm was in a position to provide the services 
immediately and it was considered that they could complete the same efficiently 
and w-ithin a minimum of time.
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It will be noted that architects were engaged to design and produce plans 
and specifications for the following standard designs :

(а) A company armoury and a battalion armoury ;
(б) A standard school building for general R.C.A.F. construction ;
(c) A permanent O.R. quarters building for general R.C.A.F. construction ;
(d) A combined mess—a 50 bed hospital—fire hall—signals receiving 

building—and control tower—all for R.C.A.F. construction.
(e) A standard wide span permanent hangar for R.C.A.F. construction.
(/) An equipment storage building—section M.E. building—parachute

packing and drying tower and operations building—all for general 
R.C.A.F. construction at various sites.

The designs of these buildings were such that they could be, with modifica
tion, erected at any site desired. It was necessary to select architects in close 
proximity to N.D.H.Q. where close liaison could be maintained between the archi
tects and National Defence personnel.

It will be noted that these contracts for standard designs were spread 
between James Adam, Ottawa ; Barrott, Marshall, Montgomery and Merritt, 
Montreal ; Margison and Babcock, Toronto, all of whom were located close to
n.d.h.q.

The Vice-Chairman : What other answers have you?
The Witness: The next question, Mr. Chairman, had to do with contracts 

Placed with United States or other foreign suppliers, and the answer to that is, 
when the commodity required was not manufactured in Canada and could not be 
obtained from a Canadian agent and when a similar domestic commodity was not 
acceptable to the Department of National Defence. If the article required was 
of a kind which had to be manufactured to the Department of National Defence 
or other government specifications, tenders were invited only from Canadian 
manufacturers considered to be in a position to manufacture such articles. For 
example : paints and varnishes, service footwear, service clothing, etc.

If the article required was a trade pattern and no substitute was accept
able to the Department of National Defence, we dealt directly with the manu
facturer, if located in Canada. If the article was of foreign manufacture, we 
dealt with his Canadian agent or distributor, if he had one, otherwise we dealt 
directly with the manufacturer. A few example commodities are: fork lift 
trucks, tractors, heavy duty trucks, etc.

If the article specified was a trade pattern of a specific make and type and 
the Department of National Defence was prepared to consider acceptance of 
other makes and types, tenders were invited from all known Canadian manu
facturers and Canadian agents and distributors of United Kingdom or United 
States firms manufacturing similar articles. The commodities just mentioned 
are a few examples.

By Mr. Fleming:
Q. There may be some questions arising out of that. It is a pretty highly 

condensed statement. There is nothing said there about price. I thought we said 
something at an earlier meeting about price entering into this question of pur
chases of equipment that might be available in Canada and which might be 
available on a competitive basis in the United States or Great Britain. I wonder 
why there is no mention of that in this statement.—A. I dealt with that point 
in the first meeting. We are in a stricly competitive market, but at one time we 
did allow 10 per cent.

Q. That is my point. The statement which has just been read is subject to 
a certain qualification, it seems to me, in the light of evidence given at an earlier 
meeting by Mr. Low. Am I right in that?—A. That is correct.

Q. You have not mentioned price in this statement at all this morning.
87914—2
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The Vice-Chairman : I think that statement has to be read in the light of 
previous testimony.

The Witness: I want to make a correction, Mr. Chairman. I was asked 
at the last meeting to give figures with respect to our purchases by provinces. 1 
gave those figures out of a statement which was prepared a long time ago. Now 
I have the exact figures.

By Mr. Fleming:
Q. Is this for the whole fiscal year, this time?—A. Yes.
Q. The other covered only part of the year?—A. Yes.
Q. This is complete?—A. Yes. This is a geographic distribution of orders on 

behalf of the Department of National Defence, 1949-50; Newfoundland, $471,- 
615.41 ; Prince Edward Island, $491,962.06; Nova Scotia, $7,334,603.84; New 
Brunswick, $2,097,104.44; Quebec, $81,055,239.53; Ontario, $89,401,467.04; 
Manitoba, $9,600,594.44; Saskatchewan, $769,759.72; Alberta, $9,576,802.54; 
British Columbia, $8,356,341.73; Yukon, $3,410,560.43; Northwest Territories, 
$37.773.30; Total for Canada $212,603,824.48.

During that period we made purchases in the United States to the value oi 
$3,672,894.37, and in the United Kingdom to the value of $5,261,960.74, making 
a total of $221,538,679.59.

By Mr. Thatcher:
Q. Those figures are worse than the ones you gave us last week as far as 

Saskatchewan is concerned. This shows that the Yukon got five times as much 
as we got in Saskatchewan. I suppose you would not have any further comment 
to make on why Saskatchewan got such an infinitesimal portion?—A. I think 
I already mentioned that this business was carried out on a strictly competitive 
basis. Firms in all provinces were given an opportunity to tender, and we bought 
in the lowest market.

Q. Regardless of freight rates and other considerations?—A. Regardless of 
freight rates. We bought in the cheapest market at laid-down prices.

0. Do you mean to tell me we could not have sold you, for instance, meat, 
and things for the armed forces just as cheaply as some other provinces?—A- 
You did, sir, we buy meat all the time, even here in Ottawa, that comes from the 
West, but there figures do not reflect that.

Q. What can the Yukon sell cheaper than we can, for instance?—A. For 
the most part those were petroleum products purchased in the Yukon.

Q. Bought for defence forces up there?—A. That is right.
Q. Well, I do not know but it looks like discrimination to me.
Mr. Sinclair: If you look at it this way, industrial regions in Canada 

such as Ontario and Quebec are in a better position to bid on these materials 
than are the agricultural areas of Saskatchewan, and besides the provinces- like 
Saskatchewan are going to be in a better position to get a larger share of the 
$65 million handed out than will Ontario and Quebec.

The Vice-Chairman : Everybody gets in their pokes here!
Mr. Wright: The hon. member has just referred to the $65 million 

handed out. I think it is about time that members of the House of Commons 
and members of this committee stop talking about $65 million being handed out 
after what we heard yesterday with regard to the subsidies given the newspapers 
and subsidies on other things being handed out in Eastern Canada. I think 
it is time that the member of this committee, who is parliamentary assistant 
to the minister, should quit passing that type of remark.

Mr. Sinclair: The only reason why I used that phrase is that that is the 
phrase used by the member from Moose Jaw.
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Mr. Thatcher: Well, we really got hosed on those contracts.
The Vice-Chairman: Gentlemen, gentlemen, order, now.
Mr. Fleming : May I draw attention to another aspect which it seems to 

me others have mentioned—your figures are based simply on the end product 
you are buying. These figures do not in any sense reflect the location from 
which the raw materials come from that enter into this end product. I was 
just wondering if you could build up figures on this basis. It seems to me these 
are of very limited value in appreciating the distribution of the orders in terms 
of original sources of the raw materials.

The Witness: This point, I may say, Mr. Chairman, was discussed at the 
last meeting, and I stated then that it would be impossible, in my opinion, 
to trace back all these commodities to their origin, to raw materials. These 
figures that I have presented represent the contracts awarded to companies in 
the various provinces. It is quite true that contracts awarded to a company 
in the province of Ontario may be performed in the province of Quebec and 
so on. I do not know of any simple method of breaking a statement like that 
down to show just where the products originate.

The Vice-Chairman: Have you any other answers?
Gentlemen, it is ten minutes to one. Some of you may wish to go down 

to the House to see what is going to be. on at 3.00 o’clock. I think this would 
be a good time to adjourn. We will meet at Thursday at 11.30.

—The committee adjourned.

87914—21
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APPENDIX “A”
Returns tabled by the Department of National Defence in compliance with 

requests made by the committee in the course of the examination ot 
Mr. C. M. Drury, Deputy Minister, and of Mr. A. Ross, Associate Deputy 
Minister, viz.:
Item Particulars

1. Compensation payable in respect of claims against the Crown- 
Page 415, Meeting No. 15, May 22, 1951. (Page N. 27 of Public 
Accounts).

2. Breakdown of the item “Professional Services” Page 415, Meeting 
No. 15, May 22, 1951. (Page N. 27 of Public Accounts).

3. Education of children, number of teachers, number of children 
attending service schools and number for whom non-resident school 
fees are paid. Page 416—Meeting No. 15, May 22, 1951. (

4. Northwest Highway System—details of cost and maintenance— 
Page 421, Meeting No. 15, May 22, 1951.

5. Married Quarters—Cost at various locations—Page 427—Meeting
No. 15, May 22, 1951. ,

6. Construction contracts which have not been completed or. performed 
to the satisfaction of the department—Page 447, Meeting No. lm 
May 24, 1951.

7. Requests for use of RCAF aircraft which were not granted—Page 471,
Meeting No. 17, May 29, 1951. .

8. Breakdown of Miscellaneous Expenses, Navy—Page 481, Meeting 
No. 17, May 29, 1951. (Page N. 32 of Public Accounts).

9. Payments on Construction and Maintenance in the Province ot 
Saskatchewan for the fiscal year 1948-49—Page 488, Meeting No. 17, 
May 29, 1951.

10. Helicopter Aircraft held during 1949-50—Page 506, Meeting No. 1», 
May 31, 1951.

11. W. O. Smith—sentence served and attempt at collection of defalcation 
—Page 507—Meeting No. 18, May 31, 1951. (Page N. 45 of Public 
Accounts).

12. Details of uncollectible items—Page 508—Meeting No. 18, May 31, 
1951. (Page N. 45 of Public Accounts).

13. Additional information concerning extramural research grants— 
Page 511, Meeting No. 18, May 31, 1951. (Pages N. 46 and N. 47 
of Public Accounts).

14. Prisoners of War—Page 513, Meeting No. 18, May 31, 1951. (Pag6
• N. 47 of Public Accounts).

15. Statement of travelling expenses of civil personnel who receive 
allowances in excess of $2,000—Page 516, Meeting No. 18, May 31, 
1951. (Page N. 49 of Public Accounts).

16. Amount paid to Bell Telephone Co. in 1948-49 and cost of long 
distance telephone calls in 1949-50—Page 519, Meeting No. 13, 
May 31, 1951. (Page N. 55 of Public Accounts).

17. Payment to Canadian Commercial Corporation—Page 520—Meeting 
No. 18, May 31, 1951. (Page N. 56 of Public Accounts).

18. Payments to architectural and engineering firms—Page 522, Meeting 
No. 18, May 31, 1951.
Note: Public Accounts referred to above are those for the fiscal 

year ended 31st March, 1950.
Details follow
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Item No. 1
1949-1960

Compensation payable in respect oj Claims ayainst the

Date
1949 Payee Amount

May Ray Wilson & Western Union
Insurance ................................ 222.91

D. LaGreea ................................ 65.00
E. D. Duxbury ......................... 19.76
Atkins Stage Lines Ltd............. 339.57
E. J. Jones ................................. 79.10
J. K. Cornwell .......................... 64.39
Canadian Ntl. Railways ............. 6.00
Quebec Rlv Light & Power Co. . 62.19
J. P. Bird ................................. 35.40
F. O'Grady .................................. 95.68
F. C. Anderson and General 

Accident Assurance ................ 149.80

Shantymens Christian Assn. ... 31.18
North America Pacific Delivery 

Service ..................................... 109.20
Pharmacie Royale ................... 41.96
Department of Public Works 

N.B............................................. 12.00

Deluxe Motors .......................... 184.50
Con. Oil Cos. Ltd....................... 113.83
John Beakey .............................. 161.10
Arthur Clinton .......................... 178.15
E. Ivanic ..................................... 45.00
G. Hume ..................................... 80.00
Vincent Purple .......................... 45.00
General Exchange Insurance 

Corp. and Peter Duda............ 265.97
W. H. Slavin .............................. 38.62
Mrs. Janet C. Pattee ................ 52.87
George N. Downey ................... 86.10
D. Craimm, Wawanesa Mutual . 975.75
Gerald Marsh ............................ 70.28
J. M. Barron .............................. 107.67
Romualdo E. Crimeni .............. 42.40
Alfred Anderson ....................... 10.oc

Ottawa Transportation 
Commission ............................ 9.74

Autobus Lem elin ....................... 37.24
John S. Oliver .......................... 50.64
R. Meunier.................................. 17.64
Elude Parent .............................. 1,100.00

June B.C. Electric .............................. 877.02
Mrs. G. R. Hallman .................. 59.50
Mrs. G. H. Moody..................... 5.00
Dr. Paul E. Beaulieu ................ 116.11
Quaker Oats Co. Ltd.................. 25.00
Clifford F. Daley ..................... . 93.00
Cpl. P. Mancino ....................... 105.00

Particulars

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs

Motor vehicle accident—Repairs 
Maritime Incident 
Collision at sea—Repairs

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs

Motor vehicle 
to highway 

Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle

accident—Damage 
guard posts 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Damage to Real Property by 

DND vehicle

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Injuries due to burns 
Motor vehicle accident—Repairs 
Motor vehicle accident—Injuries 
Motor vehicle accident—Injuries 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs
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Date
1949

June

July

August

Payee Amount Particulars
Arnprior Hydro Electric Comm. 92.55 
American Automobile Institute 94.59
Major R. C. Mellow .................. 343.75
Daniel M. Veaudrie .................. 48.00
Marquette Automobile Inc.......... 70.84
Yellow Cab Co. Ltd...................\ 534.47
H. G. Beattie ........................... 12.00
J. Herdman.................................. 18.00
George Clark .............................. 8.50
Bell Telephone Co....................... 55.70
E. F. Digney .............................. 60.00
S/S R. H. Boyd ......................... 15.00
Ralph Morin ........   34.75
Richard Lowe ............................. 8.50
Mrs. Eric Ramsden .................. 311.00
Metropolitan Serv, Incorp......... 459.84
Boys Farm Training School,

Magee, O’Donnell & Byers and
J. Alexander Prudhomme .... 86,723.20

Lt. G. A. Gunton ....................... 9.25
H. L. Cronk .............................. 10.00
Ville de Victoria ville .................. 23.44
W. A. Smith .............................. 48.06
Graham Jones ........................... 56.35
Canada Dry Ginger Ale Ltd........ 47.90
Winnipeg Electric Co................ 252.19
Montreal Tramways Ltd............ 9.00
Durance and Maltham and W. N.

Holtzhauer .............................. 121.00
Napoleon A. Belleau ................ 43.09
Graham Latter ........................... 12.00
Capt. W. N. White .................... 15.51
E. Laurin Gen’l Exchange

Insurance Corp. H. A. Death 99.62
Fernand Mongeau ................... 60.00
Dr. L. R. Rabson ....................... 455.82
Reginald Conll .......................... 72.08
B. Slipaeoff .................................. 22.85
H. Moser ..................................... 118.80
U. Sharpies .................................. 5.00
George Lor anger ....................... 105.50
John Yuirchevich ....................... 66.95
B. C. Provincial Police Dept. .. 7.00
Mrs. H. A. Paice ....................... 11.60
Robert Belzile ...................   65.29
Hexter Taxi National Cab .... 162.59
J. G. McGemon ....................... 82.45
William T. Baker ....................... 215.85
Montreal Tramways Ltd............ 220.76
P. H. Bennett .............................. 65.00
Workmen’s Compensation Board 78.42 
Zurich General Accident &

Liability Insurance Co............ 113.12
H. G. Rivenburg ....................... 53.50
C. H. Couse and W. M. Couse &

Sons Ltd..................................... 25.00
Daniel Revie Walker ................ 73.85

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repair's 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Injuries 
Motor vehicle accident—Repairs

Minutes of Evidence & Proceed
ings (Public Accounts) #13. 
May 15, 1951, p. 373 

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Injuries

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs

Motor vehicle accident—Repairs 
Damage due to trees falling on car
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Date
1949 Payee Amount

August Ann Wilchowy & Pearl Under
writers’ Agency .............  139.85

Service Fire Co. New York .... 334.67
Cdn. Acceptance Corp and 

Alexandre Be aulne and Foster 
Hannon Watt & Strikeman .. 145.00

Leboff Corp. and United Nat’l
Indemnity Corp........................ 73.39

Leboff Corpn............................... 50.00
Andre Desjardins .................. 351.00
R. J. McLaughlin .................. 14.00
Carwill Transport Ltd............... 1,096.78
Hugh Davidson .................... 15.00
Pictou County Power Boat .... 160.77
Erskine D. Struthers ................ 40.00
Gerald Day .............................. 74.85
Jackson’s Bakeries Ltd............... 500.00
Leander Hof man & Can. Security

Assurance Co........................... 515.50
W. e. MacLean ....................... 49.00

R. A. Coulter ........................... 30.00

Canadian Industries Ltd............ 25.00
E. Olivier .................................. 31.70
T. Smyth ................................. 24.16
Lionel Robillard ....................... 18.50
W. G. Elder .............................. 53.81
Canadian National Railways .. 2.26
Dept, of Highways Ontario .... 9.90

City Cab Ltd.............................. 276.57
Eugene Gagne ........................... 14.20
Helen Belaski and H. R. Fretwell 4,569.051 
Louis Furano ............................ 56.50 1
F. W. Southoff .......................... 25.24 J
Mrs. Emily Marsland ............ 40.00

September F. F. Doherty .......................... 45.92
Wolfe Stevedores Ltd. and U.S.

Fidelity and Guarantee Corp. 69.33
City of Verdun Quebec ............ 45.00
London Checker Taxi Cab Ser

vice Co. Ltd............................ 54.40
Russell Embury ....................... 81.05
Jack L. Diamond ................... 101.69
J. G- Lamontagne ................... 190.06
Savoy Theatre and Chris

Georgas ................................. 159.60
City of Ottawa ......................... 5,798.18

Ray N. Deimage .............   12.00
K. A. Baldwin ........................... 187.15
Rene Lelievre ............................ 58.25
Lucien Ladoucer ......................... 25.00
First Narrows Bridge Co............ 178.58

Douglas E. Grace ..................... 30.25

Particulars

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs

Motor vehicle accident—Repairs

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs

Motor vehicle accident—Repairs 
Damage due to tree falling on 

car
Damage due to tree falling on 

car
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Damage to highway guard rail— 

motor vehicle accident 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Injuries arising out of the explo

sion of a 3-inch mortar phos
phorous bomb

Motor vehicle accident—Injuries 
Motor vehicle accident—Repairs

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs

Motor vehicle accident—Repairs 
Minutes of Evidence & Pro

ceedings (Public Accounts) 
No. 13, May 15, 1951, p. 374 

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Damage done to bridge by DND 

vehicle
Motor vehicle accident—Repairs
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Date
1949 Payee Amount Particulars

September [Eastern Townships Tele. Co. ..

[Town of Coaticook ...................

J. E. Isabelle .............................
S. S. Magoffin Co........................
J. Brierley and Ryerson Institute

of Technology .........................
Ryerson Institute Technology ..
Shiriffs Ltd...................................
Stewart Bottling Co. Ltd............
Reg. V. Spencer .........................
Gays Taxi Ltd............................
S Lt. W. Beckett .......................
British American Oil Co............
Harvey Cohen ...........................
Vincent Kelly ............................
Hydro Electric Power Com. ...
Wonder Bakeries Ltd.................
A. Fradet ....................................
Major J. A. G. Sevigny.............
Dr. A. W. Phin .........................
S. E. Parker ................................
Lionel Bleau ..............................
Frank Ellis ..................................
Hydro Electric Power Comm. ..
A. J. Rees ..................................
Mrs. M. G. Morris ...................
City of Regina ...........................

Montreal Plumbing Co. and 
General Exchange Insurance
Corp...........................................

Quinn Cartage Co.......................
Elder V. Rowe and Dominion

Can. General Insurance .........
R. Toussaint Ahelo ....................
John and Mary Stefaniuk .........
British American Oil Co............
W. H. Taylor and F. B. Bagshaw

Raymond Bourbeau and Dr.
Francois Archambault .........

October Capt, J. T. Carpenter ..............
John Geddes ..............................
Charles A. Wilson ...................
Gerard Morin ............................
A. J. Macdonald .......................
T. Husband Transport .............
Pembroke Electric Light Co. .. 
Canadian National Railways ...
Ludwig G. Helm .......................
Canadian Surety Company.......
Clovis Boucher .......................
Gibbs Club .................................
Dr. H. G. Ross .......................
J. M. McCallister .....................
James Forbes ............................

Furby Motors ...........................

27.34 Damage done to power line by 
DND vehicle

35.00 Damage done to power line by 
DND vehicle

165.09 Motor vehicle accident—Repairs
15.40 Motor vehicle accident—Repairs

135.86 Motor vehicle accident—Repairs
5.00 Motor vehicle accident—Repairs

283.45 Motor vehicle accident—Repairs
55.00 Motor vehicle accident—Repairs

577.85 Motor vehicle accident—Repairs
413.84 Motor vehicle accident—Repairs
40.00 Motor vehicle accident—Repairs
10.00 Motor vehicle accident—Repairs
47.50 Motor vehicle accident—Repairs
7.00 Motor vehicle accident—Repairs

41.90 Motor vehicle accident—Repairs
284.95 Motor vehicle accident—Repairs
27.78 Motor vehicle accident—Repairs
37.00 Motor vehicle accident—Repairs
7.00 Motor vehicle accident—Repairs

106.95 Motor vehicle accident—Repairs
52.00 Motor vehicle accident—Repairs
12.00 Motor vehicle accident—Repairs
56.10 Damage to power line

136.19 Motor vehicle accident—Repairs
90.50 Motor vehicle accident—Repairs

617.35 Motor vehicle accident. Damage
to streetcar—Repairs

421.50 Motor vehicle accident—Repairs
62.50 Motor vehicle accident—Repairs

173.87 Motor vehicle accident—Repairs
83.71 Motor vehicle accident—Injuries

105.85 Motor vehicle accident—Injuries
35.25 Motor vehicle accident—Repairs
21.00 Damage incurred by anti-aircraft

drill

8.00 Motor vehicle accident—Injuries
40.25 Motor vehicle accident—Repairs
92.05 Motor vehicle accident—Repairs
21.00 Motor vehicle accident—Repairs

118.44 Motor vehicle accident—Repairs
340.00 Motor vehicle accident—Repairs
25.40 Motor vehicle accident—Repairs
31.67 Motor vehicle accident—Repairs
15.09 Motor vehicle accident—Repairs
50.00 Motor vehicle accident—Repairs
56.63 Motor vehicle accident—Repairs

362.07 Motor vehicle accident—Repairs
12.75 Motor vehicle accident—Repairs

971.14 Motor vehicle accident—Repairs
44.03 Motor vehicle accident—Repairs
68.50 Motor vehicle accident—Repairs

82.95 Motor vehicle accident—Repairs



Date
1949

October

November

PUBLIC ACCOUNTS 609

Payee Amount Particulars
Florent Gauthier ....................... 44.94
Laporte Cartage Co.................... 325.00
Roy Lobb, Lydia Lobb and 

A. M. McIntyre .................... 15,000.00

Northern Assurance Co. Ltd. ... 117.77
Mrs. Bertha Cohen, .................... 50.00
L. E. Graham ........................... 25.00
Northern Assurance Co. Ltd. .. 144.01
City of Verdun ........................... 63.44
Canadian Pacific Railway Co. .. 95.61.
Mrs. Margaret Millar ................ 19.00
Mrs. I. M. Giolma .................... 10.00
William Horace Ryan................ 6.53
Charlton Leroy Smith................ 25.00
Lt. C. R. Searlo ........................... 25.40
Leo Smith ................ '.................. 149.60
H. G. Dewolf .............................. 223.70
Rev. John F. Dempster ............. 4.10
Mrs. Ida Patry ........................... 266.63
W. R. Kernohan Lumber & Sash 381.32 
Girouard Limousines deLuxe Inc. 10.50
Capt. W. C. Warren.................... 32.00
L. Bingham and Co..................... 4,983.44
Ronald Kuzyk ........................... 56.20
Mrs. Clara Vosbeck ................... 12.49
Ernest Lebrun ............................ 20.00
N. F. McKenzie....... ................... 35.85
Leo Holmberg ............................ 72.75

I. C. McLellan............................ 52.50

Aubrey L. Kirby........................  26.25
Calgary Transit System ............ 54.30
Middlesex Fruit Co...................... 24.50
B. McCallister ............................ 78.86
Mrs. Albert Maurice.................... 15.00
Albert Lavallee ........................... 15.40
Rene Lagace ..................,......... 18.50
Valmore M. Gauthier ................ 232.96
Thomas Wilde ............................. 30.00

Samuel Davies ............................ 75.20

A. A. Holmberg........................... 115.00

C. E. Conrad .............................. 23.00
Mrs. Georges Paquet.................. 12.29
T. H. Butler ................................ 70.00
Cecil Gordon .............................. 15.00
Brady and Harris Residence .... 46.25
C. Marcoux.................................. 5.00
J. Hetherington ......................... 75.00
R. Dempsey ................................ 15.00

National Harbours Board ......... 33.42
Keith Robert Johnson................ 1,167.68
Mrs. E. E. Gamble ................. 12.50

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs

Minutes of Evidence & Proceed
ings (Public Accounts) #15, 
May 22, 1951, p. 409.

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Gunfire damages during exercise 
Gunfire damages during exercise 
Gunfire damages during exercise 
Gunfire damages during exercise 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Injuries 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Damage to property during

exercise “Eagle”
Damage to property during

exercise “Eagle”
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Damage to property during

exercise “Eagle”
Damage to property during

exercise “Eagle”
Damage to property during

exercise “Eagle”
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Damage to property during

exercise “Big Horn”
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs
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Date
1949

November

December

Payee Amount

J. E. Liboiron .............................. 164.20
Maritime Telegraph Telephone

Co. Ltd........................................... 172.80
Calgary Transit System .............. 50.53
Howard Schreyer .......................... 5.00

Alf Bacon ...................................... 5.00

Armand Gascone .......................... 65.50
Alexandre Tremblay .................. 179.96
Mrs. Frank Storey, Sarah E. A.

Storey and Preston L. B.
Storey .............................................. 100.00

Percy C. Beck .............................. 25.00
Frederic W. Sanders ...................... 16.00
Emile Langlois .............................. 25.43
M. J. Kelly ...................................... 18.00
Oscar Riel ...................................... 51.54
Orville Newby .............................. 19.20
William W. Essery ...................... 50.00
J. C. Potts .................................. 24.00
Hydro Electric Power Comm.

Ont................................................... 131.20
Harold Anderson .......................... 28.30
Joe Trca .......................................... 95.00

Wallace Barnes Co. Ltd................ 55.01
Vininsky Bros. Goodis C............... 374.33
Charles Gagnon .............................. 48.00

William Harold Vaughan.............. 1,500.00
Ernest Russel Ebbinghaus..........  1,250.00
Alexandre Tremblay ...................... 172.50
Charles M. Smith .......................... 44.85
Kingston City Coach Co............ 64.76
A. A. Long ...................................... 25.00

Kathleen Brandwood...................... 18.34
G. V. Haythome .......................... 84.62
Mrs. Israel Vanllaneourt .............. 14.83
Michea Motors Ltd......................... 189.32
Ernest McBain .............................. 50.00

J. A. V. Auger.................................. 15.00
Sheridan Equipment Co. Ltd. .. 452.61
Philippe Fontaine .......................... 253.61
Remi Raymond .............................. 114.42
Ernest Galarneau .......................... 107.46
Stephen Boczar .............................. 78.24
Mr. Leo Haber .............................. 13.00
Mrs. Alice Stephen ...................... 29.98
T. C. Fleming.................................. 68.58
Ottawa Typewriter Co.................. 86.95
Major J. A. Hilliard...................... 63.89
Charles Gagnon .............................. 115.00

Grégoire Tardif .............................. 265.40
Mrs. B. E. Ruskin .......................... 44.35

Particulars
Motor vehicle accident—Repairs

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Damages to property during 

exercise “Big Horn”
Damages to property during 

exercise “Big Horn”
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs

Gunfire damages during exercise 
Gunfire damages during exercise 
Gunfire damages during exercise 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Damages to property during 

exercise “Eagle”
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Damage to property by DND 

vehicles
Personal Injuries 
Motor vehicle accident—Injuries 
Motor vehicle accident—Injuries 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Damages to property during 

exercise “Big Horn”
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Damage to property by Army 

personnel
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—.Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Damage to property by DND 

vehicles
Motor vehicle accident—Repairs 
Motor vehicle accident—.Repairs
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Date
1949 Payee Amount

December Donald Depew ............................ 20.00
Vancouver Island Coach Lines . 6.34
T. E. Shultz ................................ 211.50
Western Parcel Service Ltd........  939.85
Donald Valentine ....................... 27.50

1950
January

Abbe L. P. Caron ....................... 26.24
Robert L. Manuel ..................... 156.40
Michigan State Bridge

Commission.......................... 245.81
Robert E. Godin ....................... 57.70
Johnson and Higgins

Canada Ltd............................ 546.81

W. R. Williams and J. J. McKen 128.27
T. L. Cameron ........................... 16.40
Julius Chiefitz ............................ 38.75
H. L. Lancaster ........................... 38.50
Fred Davis .................................. 53.45
Pierre Richard ........................... 25.00
Dumais Ltd........................ 98.82
Bertrand Simard ....................... 71.02
Percy Kelly ................................ 150.00
Canadian Breweries Transport .. 65.00
R. F. Tolmie .............................. 79.95
Gatineau Power Co............ 99.28
K. W. Ball .................................. 17.90
Johnson & Higgins Canada Ltd. 1,435.69

A. Belmonte ........................ 143.57
Morgan Realties Ltd................... 58.00
Bell Telephone Co....................... 52.25
H. Pesner .................................. 10.00
E. J. Hollingsworth .................. 50.00
Capt. V. R. Langrill Simpson .. 32.00
City of Red Deçr....................... 36.24
George Walsh ........................... 16.15
Frank Lock .............................. 11.66
Russel Boutilier and Western

Union Telegraph ................... 234.00
Russel Boutilier ....................... 120.00

February David St. Vincent ................... 981.64
Atlas Assurance Co. Ltd............ 266.97
Rubin Bercovitch ..................... 62.00
Harry Robins ............................ 5.00
Lloyd Baldwin ......................... 46.75
Canadian Fairbanks Morse Co.

Ltd.............................................. 24.28
Leslie Chard .............................. 10.50
Winnipeg Electric Co................ 14.37
A. Olsen ......................  57.69
Bell Telephone Co....................... 67.95
A. March ................................... 76.00
Lino D. Perin ........................... 31.70
Salisbury House Ltd................... 19.00

Particulars
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs

Maritime Incident 
Fire Damage—

Vancouver Island 
(General average)

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Maritime Incident 

Stranding of “SS Iron Wood”— 
damages (General average) 

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Damage to telephone line 
Motor vehicle accident—Repairs 
Loss of registered parcel 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs

Motor vehicle accident—Injuries 
Motor vehicle accident—Injuries 
Aircraft damage to property 
Aircraft damage to property 
Aircraft damage to property 
Aircraft damage to property 
Motor vehicle accident—Repairs

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs
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Date
1950

February

March

Payee Amount
National Specialty Co................ 27.05
Nova Scotia Light & Power Co. 15.24
F. Lionel Peckover .................... 18.45
John Cowley .............................. 64.40
Sgt. J. G. Strain ....................... 43.90
Alexander J. Thomas ................ 96.40
Jack W. Abel .............................   30.25
A. E. Dickson ............................ 40.75
Dr. R. McGibbon ..................... 116.66
Canadian National Rys.............. 409.37
Babson Bros. Co. Can. Ltd. ... 50.68
City of Vancouver .................... 98.21
Mr. and Mrs. S. Sweetman .... 82.50
Montreal Tramways Co............ 11.50
W. K. Pidgeon ......................... 54.78
Rochon and Parent Co. Ltd. ... 17.11
Donat Savaria ........................... 328.51
Harry Chernick ......................... 191.99
Leo Shirley ................................ 51.53
Dept, of Highways Ontario .... 5.57
Iver Annebo .............................. 68.10
George Ross Hubley ................ 47.40
Mrs. Edith Atkinson ................ 8886
E. J. Woolley ............................ 12.00
Henri Arthur Dutil .................... 337.00
Guaranteed Society Ltd.............. 150.59
Rita E. Ives .............................. 110.55
Wallace H. Keiner ................... 244.75
John - McLellan ......................... 268.65
Arohille Lacombe ..................... 807.00
Negro and Anselmo Ltd............ 61.14
Emily E. Moore......................... 110.50
Peter Georgeson ....................... 50.50
Sgt. W. M. Johnston ................ 92.60
Sgt. T. R. Deegan and Progres

sive Insurance Co. Can. ... 55.75
Gerard Bergeron ....................... 131.42
Herman Tremblay ............  116.77
WO.l G. Wilkinson .................. 16.00

Robert Wilson ........................... 200.43
Mrs. P. Weinstein .................... 34.65
H. V. Fellows and Co.............. 96.75
British American Oil Co............ 122.41
H. S. Hunnisett Co.................... 109.07
Winnipeg Electric Co................ 6.47
David L. Blackball ................... 560.42
A. S. Norby .............................. 109.50
R. W. Rudd .............................. 17.50

Daniel R. Dunn ....................... 108.56
J. O. Beaulieu ........................... 39.50
T. Y. O’Neill .............................. 76.00
Diesel Equipment Ltd................ 8.00
Capt. J. E. Laflamme ................ 20.46
Capt. D. K. Brown ................... 50.96
Arthur Desforges ....................... 92.19
W. M. Power .............................. 50.00
G. H. Trudel .............................. 76.33

Particulars
Motor vehicle accident—Repairs
Damage to pc 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 

. Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle 
Motor vehicle

wer line
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Injuries 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident.—Injuries 
accident—Repairs 
accident—Repairs 
accident—Repairs 
accident—Repairs

f>
t !

Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Damage to vehicle caused by 

falling gravel
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Damage to vehicle by paint, 

spray
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs 
Motor vehicle accident—Repairs
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Date
1950

March

July

Payee
John McLellan ..........................
Quebec Hydro Electric Comm. .. 
Blanshard Municipal Telephone

System .....................................
Bell Telephone Co. Can............
Vandry Inc..................................
Urban and Rural Telephone .. 
J. W. Batty and Progressive 

Insurance Co. of Canada ....
Michaud and Simard Inc............
Napoleon Lamoureux ............
Luna Gas Ltd..............................
Charles A. Fortin ...................
Chown Ltd. and St. Remy

Motor .....................................
Sam Bazyk ..............................

Pius Kukn .................................
P.V.K. Tripe ..............................
Dr. H. C. Burleigh ...................
Hydro Electric Power Comm.

Ontario ...................................
H. A. Beefoy ..............................
Christopher and Frank

Ripplinger ..............................
John E. Fraser ..........................
Wonder Bakeries Ltd................
E. F. Helmer ..............................

Sgt. W. R. Lewis.....................
City of West mount ................
Winnipeg Electric Co................
Mrs. K. Darling .......................
Manitoba Power Commission .. 
G. H. Lalonde & Wawanesa

Mutual Ins. Co.......................
G. H. Lalonde ..........................
R. A. Rawlins ..........................
Roger Lafontaine .......................
Mrs. Aurore Tremblay ............

Amount Particulars
32.85 Motor vehicle accident—Repairs
44.50 Motor vehicle accident-—Repairs

15.00 Motor vehicle accident—Repairs
4730 Damage to line
61.72 Motor vehicle accident—Repairs
19.50 Motor vehicle accident—Repairs

96.50 Motor vehicle accident—Repairs
32.00 Motor vehicle accident—Repairs

214.10 Motor vehicle -accident—Repairs
67.25 Aircraft damage to property

916.64 Motor vehicle accident—Repairs

14.96 Motor vehicle accident—Repairs
207.85 Motor vehicle accident—

personal injuries
10.00 Motor vehicle accident—Repairs
36.70 Motor vehicle accident—Repairs
13.90 Motor vehicle accident—Repairs

46.13 Motor vehicle accident—Repairs
39.45 Motor vehicle accident—Repairs

53.00 Motor vehicle accident—Repairs
10.00 Motor vehicle accident—Repaire
25.00 Motor vehicle accident—Repairs

8.00 Damage to mail box by DND
vehicle

61.25 Motor vehicle accident—Repaire
161.60 Motor vehicle accident—Repairs
85.00 Motor vehicle accident—Repairs

128.32 Motor vehicle accident—Repairs
403.86 Damage to power line

210.62 Motor vehicle accident—Repairs
690.00 Motor vehicle accident—Repaire
368.39 Motor vehicle accident—Injuries

38.75 Motor vehicle accident—Injuries
102.13 Motor vehicle accident—Injuries

$169,100.88Total
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Date Payee 
1949 
April
& May E.B. Wilson

G. Deslandes ..................................

M. J. Edwards ................................

H. L. Abramson..............................

M. Laurier .....................................

M. J. Demers ..................................
Kerr, McQuarrie and Meighen .... 
G. R. Fournier ..............................

W. B. Cromarty....... ......................

June M. E. Anka.....................................

P. Lefebvre .....................................

G. Roberge ...................................

J. M. Bureau ..................................

C. G. Quinlan ................................

Freidman, Lieberman & Newson .. 

Roger Ouimet ................................

D. Donaghy ...................................
H. L.. Osborne ................................

W. W. Ferguson ............................

July E. Trottier .....................................

H. Batshaw .....................................

P. Decary ..................................

J. Vadboncoeur ..............................

E. C. Bogart ..................................

H. L. Osborne ................................

Colin MacKenzie ...........................

Particulars

Purchase of land from City of 
Edmonton

Petition of Right of Omer 
Paquette

Petition of Right of George J. R- 
Webber

Claim against Lt. Col. C. A. 
Turnbull re—Outstanding Ad
vance

395.35 Petition of Right D. I. Mac
Donald

26.00 Prosecution of Donet Bilodeau
50.00 Accident DND Vehicle

567.53 Re: Lorenzo Leblanc—theft of 
stores from C.A.R.D.E.

20.00 Legal fees Re-'Salvation Army 
Hut

70.96 Accident DND Vehicle at Hog’s 
Back

95.00 Montreal Tramways vs. The 
King

262.50 Theft of Government property at 
Valcartier, Que.

106.00 Claim against P. McCarthy and 
Paul Couture

144.00 Claim for loss of Ordnance Stores 
in transit by Nfld. Railway

23.00 Claim against Northern Alberta 
Railway

635.20 Re: Romeo & Frederic Aubin 
v. The King

840.65 King v. F. N. Sinclair
69.00 Appeal from assessment of care

taker Simcoe Armouries.
22.39 Purchase of land from City °* 

Nelson
441.54 Exchequer Court Zephrin Leclair 

v. The King
64.00 Attorney General of Canada v. 

Cresswell—Pomeroy Ltd.
125.00 Prosecution of Paul Ulysses and 

Samuel Relia
31.00 Metrapolitan Service Inc. v. The 

King
392.40 Claim against Northern Trans

port Ltd.
6.20 Assessment of Caretaker Simcoe 

Armouries
2,506.30 Re: Oxford Point Battery Site— 

Nova Scotia Steel & Coal 
Company

Item No. 2
ARMY SERVICES

Breakdown—Professional Services (p. N. 27)
LEGAL FEES 

1949-50
Amount

47.75

103.00

81.45

6.00
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Date
1949 Payee Amount Particulars

July C. L. Sanderson .........................

C. H. Grant & Agent

48.05 Purchase of land from Mrs. 
Lillian Bell

Minister of Justice . .i............ 145.90 Acquisition of land at Calder, 
Alta.

S. A. Puffer ................................. 29.22 Donation of Armoury Site, Po- 
noka, Alta.

E. C. Bogart .............................. 775.12 Claim against Northern Trans
port Ltd.

Burch ell, Smith. Parker & Fogo 14.00 Petition of Right—Miss S. Roy
E. C. Bogart .............................. 76.05 Injuries to Gunner B. Steane
J. B. Coyne ................................ 500.00 Peter Zakizewski v. The King
J. C. McNevin .......................... 11.00 Claim against G. McDougall— 

Accident DND Vehicle
August B. Turmel ................................. 1,292.55 Glorian Gravel v. The King

S. H. Adams .............................. 125.00 Petition of Right of Eliza Elliotlt
W. M. MacKay ........................

Clark. Robertson, Macdonald &

14.06 Re: Account with German,
Mackay and McLaws

Connolly .......................■'........ 80.00 Re: Ex-Major W. O. Smith
Wells & Philpot ......................... 211.58 Damage re: Motor Accident at 

North Camp. Aldershot
C. V. Bennett ............................

W. G. Herbert Bennett & Agent

57.09 Acquisition of Community Hall 
Stettler, Alta.

of Minister of Justice............ 90.25 Acquisition of Easement from 
Cyril Crack

A. M. Decheme ......................... 37.40 Purchase of land from the Ed
monton Fur Auction Sales Ltd.

September J. G. Roberts ............................ 25.94 Claim against D. Monzik
J. Dumoulin ................................
Gagnon & DeBilley &

444.50 The King v. Autobus Fournier

J. Dumoulin ............................ 299.54 The King v. Autobus Fournier
R. Brossard ............................... 273.00 Ross v. The .King

Collins v. The King
R. Brossard ............................... 159.00 Ross v. The King

Collins v. The King
John Parker ................................ 46.20 Purchase of garage accommoda

tion, Yellowknife, N.W.T.
October James A. Macdonald ................ 14.00 Claim against 0. M. Dayton and 

R. G. Baldwin
Lyon & Jacobs .......................... 116.00 Louis A rick v. the King
L. A. Pouliot ............................ 25.00 Accident to Germain Bender
J. W. Heffernan ......................... 67.26 Crown v. W. J. Hardie
M. Laurier ................................. 664.00 Ross v. The King
D. Fraser ................................... 1,041.60 Petition of Rights Joe Wasilief 

and George Wallis
G. Roy ....................................... 59.57 Prosecution of Georges Edouard 

Verreault
J. H. Stitt ................................. 17.28 Tlie King v. Ex. Capt. Brady
Under Secretary of Sitate ...... 48.13 Services in connection with the 

trial of Kanao Inonye (War 
Crimes)

T. C. L. McAlpine .....................

Lazier & Lazier, Agents of

476.40 Petition of Right of Homer 
Maclvor

Minister of Justice ................ 42.11 Otis-Fensom Elevator Co. 
Transfer of Title

C. V. Bennett .......................... 11.00 Acquisition of Community Hall
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Date
1949 Payee Amount Particulars

November W. Scott McKay ................... 56.80 Attorney General v. Lumley
R. Turgeon ............................ 115.50 Settlement of Accident between 

DND vehicle and John Rosin-

G. Saintonge ......................... 46.00
sky

Prosecution of Gerard Pilon ana 
Alexander Allen

T. A. Dohm .......................... 461.99 Rex v. Bergeron—Manslaughter
W. S. Owen ..................... 185.25 Rex v. Bergeron—Manslaughter
E. B. Wilson ................... 18.37 The King v. Hankins and Sharpe
A. Gameau ....................... 42.00 The King v. Prosper Martin
A. M. McIntyre ..................... 458.60 Petition of Right by Roy and 

Lydie Lobb
I'. Aucleiir ..................... 15.50 Re: Accident DND vehicle
Y. Bernier ............................ 238.50 Proposed appointment of civilian 

practitioners possessing quali
fications to act as Judge Advo
cates at Courts Martial

L. A. Kitz ................................. 163.25 Re: Battery Observation Post— 
R. J. Martin

R. I. Ferguson, K.C...................
D. Gordon Blair,

597.20 Acquisition of Loblaw Bldg.

Agent Minister of Justice ...

J. V. Pickup,

91.90 Exchange of lands with the city 
of Saskatoon.

Agent Minister of Justice ... . 1,541.68 National Trust v. The King 
Britton-Fost v. The King

•December R. Brossard ................................ 60.00 Charles F. Coffins v. The King
R. Noel ..................................... 260.00 A. H. Hurst v. The King

G. M. Card v. The King
J. -Tellier ................................... 145.75 0. P. Bois v. The King
M. Lemieux .............................. 45.00 Prosecution of Edgar Dubois and1 

L. Morin
M. H. Fortier .......................... 264.85 A. Bigras v. The King
R. Noel .....................................
Sirois, Sirois & Lesage,

668.37 N. Palardy v. The King

Agent. Minister of Justice . ?. 
G. MacKay,

23.00 Re—Quebec Sash and Door Co.

Agent Minister of Justice ... 
Frank Wilson,

654.05 Re: Meaford Expropriation

Agent Minister of Justice ... 99.98 Purchase of land from George 
Watson

D. Donaghy .............................. 25.00 The King v. F. N. Sinclair
W. M. Robinson ....................... 121.49 Purchase of property from Ross 

M. Gibson
1950

January J. J. McKenna ......................... 28.50 W. R. Williams v. W. T. Fahey
Disbery & Bence ..................... 140.58 D.N.D. v. Pound, Badger et al.
J. G. Currie .............................. 576.95 Petition of Right by Samuel E. 

Totten
R. Brossard .............................. 201.45 Re: Accident DND vehicle
Registrar Exchequer Court ... 11.50 Services rendered in connection 

with Petition of Right of John 
and Ma.ry Rawn

Registrar Exchequer Court .... 13.20 For services rendered in con
nection with the trial of the 
Petition of Right of Samuel 
E. Totten

T. A. Dohm .............................. 355.00 The King v.. Bergeson
S. H. Forrest, K.C..................... 34.00 Purchase of property from St. 

Paul’s United Church
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Date
1950 Payee Amount

February Y. Bernier ...................................... 120.00
P. Dalrne ........................................ 241.60
M. D. Haley .................................. 45.00

Sirois, Sirois & Lesage ................ 94.00

M. Lemieux .................................... 49.00

Registry Office 
Registry Division
County of Prince Edward .... 12.70

John W. G. Hunter .................. 59.00

March P. Dubois ........................................ 91.98
L. Bingham & Co.......................... 61.64
J. Gladstone Currie .................... 540.89

R. A. Clement Jr.......................... 270.80

P. Decary ........................................ 152.40

R. D. Keirstead .......................... 388.83
R. A. Clement Jr............................. 14.66

Friel & Freil .........................  25.00

Messrs. Power Walsh & Power .. 75.00

H. O’Donnell .................................. 8,105.73

G. H. Young .................................. 35.00
A. M. Dechene .............................. 22.25

S. A. Puffer .................................... 40.28

A. B. Rutherford, Agent of 
Minister of Justice .................. 35.40

H. E. Richardson, Agent Min
ister of Justice .......................... 53.29

L. S. Willoughby .......................... 83.85

Supp. No. 1 A. Ferguson .................................... 55.80
Estate C. L. McAlpine .............. 663.94

R. Ouimet ...................................... 438.75

P. E. McLaughlin, Agent Min
ister of Justice ........................ 61.76

Miscellaneous Investigators Fees,
Fees of Magistrates, Witnesses, 
etc., Professional and Special 
Services ........................................ 3,269.92

$37,339.20

Particulars
Defending Pte. Desrochers, DND 
Petition of Right—John Little 
Claim against Dartmouth Furn

ishers, damage to DND Vehicle 
Re : Crown title Lot 2263 Champ

lain Ward.
Prosecution of E. Dubois Lorenzo 

Morin

Search and Copy Description 
Lot 113 Township of Hillier and 

Certified Copy of Deed 
Title of portion of Long Branch 

Rifle Range
L. Lauzon v. The King 
Cox v. Laliberte 
Petition of Right by John A. 

Brown
Petition of Right of Clara I. 

Brown
The King v. S. D. O’Connor and 

R. E. Aikman
Claim of General Dairies Ltd. 
Claim against Rumford Dairy 

Ltd.
Claim against Brown and 

Mcllven
Acting for Maj .-General Sir 

Eugene Fiset
Legal fees in connection with 

Halifax disorders (7-8 May 
1945)

The King v. Charlton 
Purchase of lots 5; 6 and 7 

McMurray Township 
Donation of Armoury Site, 

Ponoka, Alta.

Expropriation of easement to 
shoot over lands owned by 
Messrs. E. & L. J. Hank

Purchase of property at Lindsay, 
Ontario

Conveyance from H. L. Cart
wright and V. A. Cartwright. 

Accident DND vehicle 
Petition of Right—W. F. Stone 

& Nessie Stone
Legal fees re : E. Thomas 

Transport

Exchange of Crown Lands

87914—3
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Item No. 3

EDUCATION OF CHILDREN 1949-50

Service Schools
Number of Schools ................................................. 18
Children in Attendance ........................................... 2,650
Number of Teachers .............................................. 117

Expenditures ................... I.................................. $216,888.87
Average per pupil $81.84

These schools are in temporary buildings and have been set up 
because of the isolated location or the fact that the facilities in 
municipalities could not handle the number involved.

Municipal Schools
Children in attendance ............................................ 986
Cost of Non-resident fees .................................... $62,325.98

Average per pupil $63.21
This does not include transportation by Service vehicles.

Item No. 4

THE NORTHWEST HIGHWAY SYSTEM

1. The Highway System:
The Canadian Army is responsible for the maintenance and improvement of: 

(o) 1221-5 miles of the Highway;
(6) 117 miles of the Canadian portion of the Haines Cut-Off Road;
(c) 230 miles of access roads to Airfields of the Northwest Staging Route,
(d) Maintenance of seven emergency flight strips.

2. Physical Features:
The road is an all-weather gravel highway with an average carriage-way 

of 26 feet. Instances occur where the road is widened to 40 feet. The road passes 
through particularly rugged country consisting of mountains, glacial moraines, 
perma frost, swamps, marshes and crosses 140 rivers and streams where bridges 
are required. The road is open throughout the year for commercial and private 
usage. No tolls or other charges are levied.
3. Functions Other Than Maintenance of Highway

In addition to Ihe maintenance of the highway and various camps and 
facilities operated throughout, the system provides an unexcelled training area 
for the Canadian Army and in particular an operational role for the training 
of the Royal Canadian Engineers. It also operates and maintains essential 
services for other Government Departments and civilians at various locations 
along the Highway. Some examples of the services are:—

(a) The provision of rations for RCAF installations on the Northwest 
Staging Route;
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(b) Hospitalization, medical and dental care for military and civilian 
personnel including service dependents, and in emergencies, for 
civilians not employed on the Highway;

(c) Provision of married quarters for soldier and civilian personnel;
(d) Power, water and sewage systems for Government Departments 

and civilians;
(e) Fire protection at Whitehorse and in the various maintenance camps;
(/) Servicing and repair of commercial refrigeration in the Highway

Camps.
In addition to the foregoing normal day to day services, the Army undertook 

the construction of 63 miles of road from the Highway at Mile 866 to connect 
with the settlement at Atlin, B.C. This work was undertaken at the joint 
request of the Province of British Columbia and the Department of Mines and 
Technical Surveys who contributed $200,000 and $250,000 respectively, to 
the cost of the work
4- Maintenance Of The Highway

The total mileage of roads and air strips maintained by NWHS is the 
equivalent of 1500 miles of main highway. Basic charges against this and 
including all overhead covers:—

(a) Basic maintenance of the highway which includes grading, snow 
clearance, fencing, sign posting, normal replacement of culverts, 
maintenance of ditches and minor washouts, etc.;

(b) Completion of unfinished portions of the Highway and improvement 
of dangerous curve areas, etc. This would also include major culvert 
replacements over a period of years and such work which is required 
on the road to reduce basic maintenance costs. This can be con
sidered as capital improvement which should be drastically reduced 
in approximately five years;

(c) Major bridge repair and replacement. There are 140 bridges on the 
Highway, a number of which are temporary bridges and must be 
maintained at a high cost until replacement can be accomplished. 
Several permanent bridges have been built and work is now pro
gressing on a 1400 ft. bridge across the Donjek River, and replacing 
five timber structures which are in a dangerous condition. Bridges 
are expensive to maintain because of the mountainous nature of the 
country and the violence of the spring runoff and the breakup period.

5. Maintenance of Buildings:
The main installations are at Whitehorse with a rear headquarters and depot 

at Dawson Creek, B.C. There are 18 self-contained maintenance camps with 
varying numbers of buildings along the length of the road . These buildings 
Were constructed by the United States Army and were of wartime temporary 
construction. Time and the elements have reduced the buildings to a near state 
of collapse.
6. Cost Factors:

It is noted that expenditures on NWHS have been increasing from a total of 
S3,642,769.72 in 1946-47 to $7,231,976.62 in 1949-50. The following factors 
have a bearing on the costs of operating this Highway System:—

Labour:
There are no civil communities from which labour can be hired in

the numbers required. It is necessary, therefore, to house the personnel
and provide facilities such as heat, light and water.

87914—34
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The cost of living in this remote area is higher and wages necessarily 
reflect these conditions.

All casual labour is employed in accordance with Department of 
Labour wage schedules, with the usual time and a half for overtime.

The efficiency of labour is affected by the extreme cold and during 
the short construction season (May-Oct.), work must be completed as 
quickly as possible, even though costs are considerably higher.
Material:

The costs of all materials used for construction and maintenance 
are very much higher than elsewhere in Canada.

There are two methods of getting in supplies:
( i) By boat, Vancouver to Skagway, and overland to Whitehorse; 
(ii) By rail to Dawson Creek and by truck to Whitehorse.
Costs of transportation on the Highway are approximately 12 cents 

per ton mile.
Practically all materials, except gravel, which is produced by the 

Army Engineers in their own crushing plants, have to be imported over 
either of the two routes above. An example of cost of material is cement, 
which in Southern Canada costs approximately $1.00 per bag, whereas 
cement laid down at Whitehorse costs $3.00 per bag.
Equipment-.

The construction equipment taken over from the United States Forces 
was worn out by 1949-50 and obsolete. It was costly to maintain and 
secure spare parts.

There are no civilian facilities for the repair of equipment and it is 
necessary for the Army to set up maintenance workshops to keep the 
equipment in operation.

A program of replacement has commenced and although this has an 
affect on capital costs, savings will be reflected in maintenance costs which 
will decrease from year to year.
Heating Costs:

All fuels for heating have to be imported from outside the Highway 
and the costs reflect the high cost of transportation.
Supplies:

The United States Army, on evacuation of the Highway, left to the 
Canadian Army large quantities of gas, oil, building materials, etc., which 
have been consumed and increased costs of the Highway now reflect this 
condition.

7. Appendices:
Appendix “A” is an annual report on activities' of the Highway Establish

ment for the period 1948-49.
Appendix “B” is a comparative statement of expenditures for each fiscal 

year 1946-47 to 1949-50.

8. Conclusion:
Costs of operation and maintenance of the Highway, whilst appearing on 

the surface to be above normal for Southern roads, are affected by the various 
circumstances of location, terrain and climate.

The Northwest Highway System is providing the facilities for the growth 
of the vast Northwest area of Canada and the military maintenance of the 
Highway provides the Canadian Army with an unexcelled training area.
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APPENDIX A

HIGHWAY CONSTRUCTION AND MAINTENANCE REPORT

Northwest Highway System 
1948-1949

1. Normal Maintenance: all year round

General maintenance carried out by Northwest High
way Maintenance Establishment with permanent Mainten
ance Camp personnel is not shown. This work consists of 
snow clearance, blading, culverts and ditch clearance, inci
dental maintenance to airbase access roads and to emer
gency air-strips, icing control, flood control, and stream 
channel control and clearance.

2. Surfacing:
Quantity of gravel and binder material used for sur

facing, filling sags and elevating curves............................. 107,565 cu. yds.

3. Ditching and Slide Clearance:
This work includes pullblade, scraper and motor patrol 

work. Foreslopes and backslopes and offtake ditching 
was carried out in same operation .................................... 179,175 cu. yds.

4. Gravel Crushing:
Total gravel crushed ................................................... 14,868 cu. yds.

5. Rock Work: 7,050 cu. yds.

6. Grade Raises: 123,437 cu. yds.

7. Relocation:
(i) Minor relocation ............................................ 103,950 cu. yds.

(ii) Donjek relocation .......................................... 76,000 cu. yds.

8. Washout Repairs: 192,246 cu. yds.
9. Diking and Flood Control: 58,235 cu. yds.

10. Culverts:
Culvert work consisted principally of replacing col

lapsed native timber culverts and repair of existing 
culverts. Total replaced .................................................... 61

H. Bridge Repairs:
Minor repairs such as replacing wear decking, repairs 

to handrails, wheel guards, bracing, bolt tightening, etc., 
were carried out on a total of................................................ 52

12. Bridges Erected: 4
13. Bridges Painted: 46
14. Snow fencing: 8,698 lin yds.
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15. Bridge Signs Erected—All Bridges: 140

16. Guide Posts:
Standard painted guide posts, with reflector buttons, 

are being erected' on all dangerous curves and sidehill cuts.
Number completed ............................................................... 1,278

17. Atlin road:
Location Survey ............................................................. 61 miles
Clearing .......................................................................... 55 miles
Rough grade ................................................................... 51 miles
Finished grade................................................................. 44 miles
Surfacing ........................................................................ 40 miles
Culverts .......................................................................... 65 miles
Bridges ............................................................................ 5 miles



APPENDIX B

COMPARATIVE STATEMENT OF EXPENDITURES

Civil Salaries and Wages.....................................................
Pay and Allowances...............................................................
Travel and Transportation..................................................
Freight and Express..............................................................
Rental of Buildings and Properties..................................
Operating Expenses of Properties......................................
Acquisition, Construction and Purchase of Properties
Maintenance and Repair of Properties............................
Equipment, Stores and Supplies........................................
Communication Services.....................................................
Sundries................... .................................................................

Total

1946-47 1947-48 1948-49 1949-50

$ 1,047,982.29 
499,114.74
186,977.42

S 981,462.73 
612,589.37 

/ 88,226.17
1 59,747.28

$ 1,118,481.15 
803,511.39 
128,675.62 
130,610.17 

1,582.54 
697,855.70 
347,492.93 
422,487.49 

1,659,998.79 
83,727.98 

1,404.97

t 1,313,940.02 
1,004,771.42 

186,107.00
141.658.18 

1,910.23
764,789.44
343.482.18 
504,403.10

2,890,124.53
79,240.02
1,539.50

239,340.51

110,107.21
1,543,838.80

1,068.52
16,964.95

330,320.22
288,547.19
81,696.76

1,175,734.46
79,347.21
1,537.66

$ 3,642,769.72 $ 3,699,209.05 $ 5,395,828.73 $ 7,231,975.62
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Item No. 5

COST OF MARRIED QUARTERS

Reference is made to a return tabled by Mr. Blanchette, Parliamentary Assistant to the Minister of National Defence, 
on Monday, January 29, 1951 in reply to a parliamentary enquiry moved by Mr. Wright on September 7, 1950.

ORDER OF THE HOUSE OF COMMONS—13 SEPTEMBER, 1950-MOVER-MR. WRIGHT

Questions— Answers—

— Maritimes Quebec . Ontario Prairies British
Columbia

Isolated and 
Northern 

Areas

1. How many married quarters have been completed to date in each Mili-
tary District in Canada?.............................................................................. 767 81 1,536 854 268 321

2. How many are now under construction in each such district?.................. 481 39 1,685 874 202 318

3. For how many are contracts let but construction not started in each
district?.......................................................................................................... 421 80 708 589 315 122

4. What is the average cost of such quarters completed to date in each
Military District?.......................................................................................... $7,463 $7,555 $7,823 $7,380 $7,147 $17,623

5. What is (a) the highest; (b) the lowest, cost of any single unit now com-
pleted in each district?.................................................................................. (a) $10,107 $12,100 $10,825 $12,753 $10,400 $22,147

(b) $5,647 $6,269 $5,316 $4,777 $5,327 $11,724

Note—This information as at 31 August, 1950.

Department of National Defence,
18 January, 1951.

(C. M. DRURY)
Deputy Minister.
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Item No. 6
Construction contracts which have not been completed in accordance with 

the plans and specifications and for which moneys were withheld.
There were no construction contracts which had not been completed in 

accordance with the plans and specification and for which payment was made 
during the fiscal year 1949-50. Records of the department show one case where 
moneys had to be held to insure that the subcontractors were paid before release 
of the deposit.

Item No. 7
Requests received from other Government departments for use of RCAF 

Aircraft which were not met.
In respect to the additional information requested on air transport, a search 

of files for the period January to March 1950 inclusive has shown that there 
is no documentary evidence of the RCAF refusing air transportation for other 
government departments. It is certain, however, that there were possibly a 
number of refusals during this period which were handled by telephone and 
because of the inability of the RCAF to handle the requests no formal written 
request was made as would be required for record and administration purposes 
if transportation was to be provided.

Item No. 8

PUBLIC ACCOUNTS—Page N. 32

Navy

Miscellaneous Expenses
Court Martials and detention of prisoners 
Apprehension of Deserters 
Funeral Expenses
Allowance Sea Cadet League for Camp Maintenance 
Entertainment Expenses—foreign ships and officials 

including commissioning ceremonies 
Publicity and Advertising—Cut and Mat Services for 

Newspapers
Compensation for damages against Crown 
Cost of Sick Mariners benefits re Civilian Crews 
Legal Fees
Maintenance physical fitness equipment 
Supervision of qualifying examination Royal Roads 
Loss of Personal Effects
Miscellaneous Expenditures including rewards for salvage 

of Torpedoes, mines and paravanes, payments to 
Customs officers re expenses for reporting duties re 
merchant ships, payments to municipal school boards 
re transportation and education of children, Royal 
Roads library maintenance fund, recreational facilities 
for Naval personnel, preparation of manuscript for 
text book on Radio and Radar Fundamentals and all 
other sundry expenditures

$ 4,342.91 
201.51 

1,860.11 
8,745.81

21,689.04

1,860.65
16,762.52

134.74
17,703.65
13,005.50
1,180.38
1,480.50'

37,749.69

$126,717.01
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Item No. 9

Payments on construction and maintenance in province of Saskatchewan

1948-49
Construction $ 63,120.86
Maintenance 86,013.85

$140,134.71

Item No. 10

Helicopter Aircraft in the Armed Services during the fiscal year 1949-50. 

This is questioned by Mr. Fraser.
RCAF—Greenwood 1

Trenton 1
Edmonton 1
Vancouver 1
Whitehorse 1

ARMY—Rivers 4

Item No. 13

Further Information on Item “I” Pages N46 and N 47 Public Accounts 1949-50

The Defence Research Board awards grants-in-aid to senior members of 
university staffs to finance research on problems of defence interest.

Only grants-in-aid have been awarded. Applications are solicited for uni
versity professors in all Canadian universities and on receipt of an application 
for a grant-in-aid it is referred to an appropriate scientific panel of the Board for 
recommendation. Panels are made up of leading scientists from the universities, 
industry and such government agencies as the National Research Council, etc. 
Panels assess applications on the basis of the scientific competence of the appli
cant, the defence interest of the proposed research, applicability to the Board’s 
program, etc.

Panel recommendations are submitted to the Board itself, for further exami
nation. If the Board concurs in the recommendation of the panel, the application 
is sent to the Minister for final approval.

Upon the award of a grant, the amount approved is deposited in the Trust 
Fund. Moneys are then issued in a series of advances to the bursar of the uni
versity where the grantee is located. The bursar administers the funds on behalf 
of the grantee and submits quarterly accountings to the Board. Upon completion 
of projects unspent balances are returned to the Receiver General of Canada.

Funds may be used by the grantee to purchase equipment and to pay for 
assistants (most of whom are students). The grantee himself may not receive 
any remuneration. Title to equipment is normally vested in the university except 
in special cases, when the Board retains title.
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University research is difficult to schedule since it is dependent upon the 
amount of time the professor can give to it and the availability of suitable 
graduate students. The operation of the trust fund provides the elasticity in 
timing of finances needed by the professor in planning his research program.

As of March 31, 1949, there was an unspent balance in the trust fund of 
$485,092. During 1949-50 additional grants to the value of $426,436.43 were 
awarded. During the same period a total of $763,264.28 was drawn and spent 
by grantees, leaving a balance of $148,264.15 on 31st March, 1950.

Item No. 14

Prisoners of War in Korea

Replying to the question raised1 by Mr. Thatcher on Item F on page N47 of 
Public Accounts, regarding Canadian prisoners of war, I understand that steps 
are being taken to endeavour to make suitable arrangements with respect to 
protection of Canadian prisoners of war who may be captured in Korea.

Canadian authorities have informed the International Committee of the Red 
Cross that this country is willing to abide by the spirit and principles of the new 
and old conventions relating to prisoners of war and requesting that Committee 
to submit to the North Korean authorities a statement that Canadian Forces 
operating in Korea will observe any undertakings in regard to humane treatment 
of prisoners of war and sick and wounded entered into on behalf of United Nations 
forces by the United Nations Commander-in-Chief.

Item No. 15
List of Civilians Who Have Received $2,000 or More for Travelling Expenses

During 1949-50

F. F. Worthington—Special Adviser to the Minister ............................................  $ 4,883.17
Duties: Civil Defence Co-Ordinator
Travelling expenses incurred in connection with Civil Defence Organiza
tion.

N. Andrews—Inspecting Officer, Gr. 1 .................................................................... 3,300.88
Duties : Inspection of leather footwear and leather products.
Travelling expenses incurred in connection with Inspection, at manu
facturers plants, of stores purchased for the Armed Forces.

F. W. Boyd—Inspection Officer, Gr. 1 ................................................................... 2,066.69
Duties : Inspection of textiles and bedding
Travelling expenses incurred in connection with Inspection, at manu
facturers plants, of stores purchased for the Armed Forces.

N. Downey—Inspecting Officer, Gr. 1 .................................................................... 2.628.28
Duties : Inspection of rubber footwear and rubber produce.
Travelling expenses incurred in connection with Inspection, at, manu
facturers plants, of stores purchased for the Armed Forces.

J. W. Marshall—Inspecting Officer, Gr. 1 ............................................................... 2,756.68
Duties: Inspection of leather and rubber footwear.
Travelling expenses incurred in connection with Inspection, at manu
facturers plants, of stores purchased for the Armed Forces.

C. W. McCarthy—Administrative Officer, Gr. 1 ................................................... 2,118.15
Duties: Supervision of a staff of five auditors at all National Defence 
Establishments in the provinces of Alberta and British Columbia.
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J. R. McDonald—Examiner, Gr. 5 ...............................................................................  $
Duties : Inspection of textiles and technical advisor on woollens. 
Travelling expenses incurred in connection with Inspection, at manu
facturers plants, of stores purchased for the Armed Forces.

R. A. Desjardins—Inspector of Stores, Gr. 3 ............................................................
Duties: Inspection of uniforms of all kinds.
Travelling expenses incurred in connection with Inspection, at manu
facturers plants, of stores purchased for the Armed Forces.

N. A. McNaughton—Inspector of Stores, Gr. 2 ........................................................
Duties : Inspection of textiles.
Travelling expenses incurred in connection with Inspection, at manu
facturers plants, of stores purchased for the Armed Forces.

L. E. Millar—Inspector of Stores, Gr. 2 .....................................................................
Duties : Inspection of textiles.
Travelling expenses incurred' in connection with Inspection, at manu
facturers plants, of stores purchased for the Armed Forces.

A. P. Reiber—Inspector of Stores, Gr. 1 .....................................................................
Duties : Inspection of cot tons, clothing and furnishings.
Travelling expenses incurred in connection with Inspection, at manu
facturers plants, of stores purchased for the Armed Forces.

J. E. Piche : Clerk of Works, Gr. 4 ...............................................................................
Duties : Superintendent of maintenance and construction work performed 
in Army Armouries, rented buildings and DND installations spread over 
the western portion of Quebec Province.
Travelling expenses incurred in connection with the above duties.

G. H. O. Beamish—Inspector of Stores, Gr. 4 ..............................................................
Duties : Inspection of Medical, Electrical, Mechanical and Technical 
Stores in Royal Canadian Naval establishments.
Travelling expenses incurred in connection with the above duties.

A. C. Borland—Departmental Accountant, Gr. 1 .....................................................
Duties: Naval Stores Examiner whose duties are to check bin and panel 
cards, issue and receipt of stores, time cards, labour distribution vouchers 
at Naval establishments and dockyards.
Travelling expenses incurred in connection with the above duties.

J. J. Boulger—Departmental Accountant, Gr. 1 ........................................................
Duties: iNaval Stores Examiner whose duties are to check bin and panel 
cards, issue and receipt of stores, time cards, labour distribution vouchers 
at Naval establishments and dockyards.
Travelling expenses incurred in connection with the above duties.

D. A. Campbell—Departmental Accountant, Gr. 1 ...................................................
Duties: Naval Stores Examiner whose duties are to check bin and panel 
cards, issue and receipt of stores, time cards, labour distribution vouchers 
at Naval establishments and dockyards.
Travelling expenses incurred in connection with the above duties.

W. Hanson—Departmental Accountant, Gr. 1 .........................................................
Duties: Naval Stores Examiner whose duties are to check bin and panel 
cards, issue and receipt of stores, time cards, labour distribution vouchers 
at Naval establishments and dockyards.
Travelling expenses incurred in connection with the above duties.

G. W. Mahoney—Departmental Accountant, Gr. 1 .................................................
Duties : Naval Stores Examiner whose duties are to check bin and panel 
cards, issue and receipt of stores, time cards, labour distribution vouchers 
at Naval establishments and dockyards.
Travelling expenses incurred in connection with the above duties.

2,442.95

2,406.12

2,275.34

2,476.46

2,246.35

2,211.61

2,431.44

2,390.09

2,535.52

3,139.87

2,675.39

2,239.86
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R. McLennan—Departmental Accountant, Gr. 1 ............................................... - $ 2,488.24
Duties: Naval Stores Examiner whose duties are to check bin and panel 
cards, issue and receipt of stores, time cards, labour distribution vouchers 
at Naval establishments and dockyards.
Travelling expenses incurred in connection with the above duties.

F. E. Wright—Supervisor of Construction, Gr. 3 ................................................. 2,166.73
Duties: Field supervision of construction projects.
Travelling expenses were incurred in connection with rehabilitation of 
RCAF Station at Chatham, N.B. As the RCAF Unit was not operating, 
it was necessary for Mr. Wright to live in Chatham, paying room and 
board and transportation to and from the Station.

D. C. U. Simson ...................................................................................................... 3,404.00
Duties: Supervisor of Canadian Battlefields Memorials in France and 
Belgium.
Living allowance paid in accordance with regulations laid down by 
Treasury Board for Canadian government officials serving abroad.

Item No. 16

Long Distance Telephone Calls:
The amount paid for long distancé telephone calls by the Department of 

National Defence during 1949-50 to all telephone companies was $400,330.11 as 
against $304,731.45 in 1948-49.

Payment made to the Bell Telephone Company in 1948-49 was $319,718.62 
for all services.

Item No. 17
Payment to Canadian Commercial Corporation of $1,740,232.03 
Payment to Canadian Commercial Corporation; Washington, re 

advance payment required for the procurement of tank spares
from the United States Army..................................................... $1,650,000.00

Purchase of cloth by the Canadian Army from stocks held by
the Canadian Commercial Corporation......... '.......................... 88,874.93

Miscellaneous including postage on parcels and publications, share
of commissionaires services, etc................................................. 1,357.10

Total ......................................................................................$1,740,232.03

Regarding the item of $1,650,000 attention is drawn to general comments 
on page N 7 which explains this transaction resulting in deliveries of tank spares 
to the amount of $862,612.30 for which payment was made by the Canadian 
Commercial Corporation to the United States Army and the balance of 
$787,387.70 was refunded to the Department of National Defence.

Item No. 18
DEPARTMENT OF NATIONAL DEFENCE 

PAYMENTS FOR ARCHITECTURAL AND ENGINEERING SERVICES

Fiscal Year 1949-60
Adam, Mr. James,

48 Sparks St.,
Ottawa, Ontario.

Architectural services in connection with the preparation of detailed plans 
and specifications covering the construction of a laboratory and. 
Administrative building at the Department of National Defence 
(Defence Research Board), C.A.R.D.E., Valcartier, P.Q.................... $ 5,151.00
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Services of a consultant Architect to prepare designs and produce the 
the required plane and specifications for a company Armoury and 
a two battalion armoury for the Department of National Defence..

Anderson, Mr. Roderick V.,
956 Eglington Avenue West,
Toronto, Ontario.

Engineering Services in connection with the provision of Permanent 
Married Quarters (50 units)' at the R.CA.F. Station, Centralia, 
Ontario, covering the design and; supervision of construction of roads, 
sewers and water systems and general development of the site.........

Ajax Engineering Limited,
328 Dupont Street,
Toronto, Ontario.

Dismantling of six (6) steel antenna masts located at the RC Sigs 
Transmitting Station, Orleans, Ontario..................................................

Barott, Marshall, Montgomery & Merrett,
1010 Canada Cement Building,
Montreal, Quebec.

Professional architectural services covering the design and preparation of 
drawings and specifications required in connection with the construc
tion of a remote transmitter building at the R.C.A.F. Station, Win
nipeg, Man...............................................................................................

Architectural Services covering the design and development of complete 
working drawings for a Permanent O.R. Quarters Building (perman
ent accommodation for Airmen) for General R.CA.F. construction.

Architectural Services covering the design and development of plans and 
specifications for standard school building for General R.C.A.F. 
construction...............................................................................................

To provide for the services of a professional town planning expert for the 
development of a basic site plan for a permanent R.C.A.F. Station..

Services of a Consultant Architect to prepare the design and produce the 
plans and specifications required for construction of the following 
buildings: (1) Combined Mess, (2) 50 bed hospital, (3) Fireball, (4) 
Signals receiver building ; (5) Control tower for general R.C.A.F. con
struction....................................................................................................

Bates, Mr. George T.,
27 General Trust Building,
Halifax, NS.

Survey of parcel of land between Wright’s Point and Turple Head, East 
of Bedford Basin, N.S.............................................................................

Bradshaw, Mr. <3. R.,
431 Third St., S.,
Kenora, Ontario.

Survey of boundaries of parcel K. 101 Jeffrey County, place iron bars 
at each comer and preparation and submission of a plan on a scale 
200' to the inch, showing trails, bushes, etc., and the centre line 
of the proposed Rifle Range, Kenora, Ontario..................................

The Canadian Bridge Company Limited,
Walkerville, Ontario.

To provide for the services of a competent inspector to carry out a com
plete inspection and report of the Antenna installations erected by 
the Canadian Bridge Limited at Edmonton, Alberta, Fort Smith, 
N.W.T. and Norman Wells, N.W.T........................................................

37,500.00

7,572.20

1,234.60

7,600.96

3,086.00

27,000.00

1,688.57

7,203.00

350.00

660.53

i
2,650.00
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Semi-annual inspection during 1949 of Steel Towers at W/T Station, 
Newport, Corners, N.S., Sumas Mountain, Matsqui, B.C. and Port 
Edward, near Prince Rupert, B.C.......................................................

Canning, W. F.,
Registered Land Surveyor,
St. John’s, Newfoundland.

(а) Search title and survey property of the M-cLea Estate leased to the 
Admiralty in a manner which will establish and indicate its boundary 
and dimensions.

(б) Search title and survey property of the Board of Governors United
Church College leased to the Admiralty in a manner which will 
establish and indicate its boundary and dimensions ...................

Cox, Mr. E. C. S.
Thorncrest Village,
Islington, Ontario.

Architectural Services incidental to the supervision of the construction 
of 125 houses at the R.C.A.F. Station, Trenton, Ontario, at present 
being built under a contract awarded to Hill-Clark-Francis Limited

Professional architectural services in connection with the additional 
training accommodation for 400 and 411 Auxiliary Squadrons at 
R.C.A.F. Station, Downsview (DeHavilland), Toronto, Ontario....

Architectural Services incidental to the supervision of the construction 
of 50 houses for Permanent Married Quarters at the R.C.A.F. 
Station, Centralia, Ontario ...................................................................

Architectural Services incidental to the supervision of the construction 
of 50 houses for Permanent Married Quarters at the R.CA.F. 
Station, Clinton, Ontario .....................................................................

Architectural Services incidental to the supervision of the construction 
of 60 houses for Permanent Married Quarters at the R.C.A.F. 
Station, Camp Borden and Angus, Ontario .....................................

Architectural services covering supervision of construction of 240 houses 
for Permanent Married Quarters at Camp Borden, Ontario, including 
the taking of levels and assisting in house locations and outside 
service.............................................. ..........................................................

Davis, Ripley and Associates,
513-8th Avenue, West,
Calgary, Alberta.

Engineering services in connection with the provision of Permanent 
Married Quarters (35 units) alt No. 10 Repair Depot, Calgary, Alta.

Fort St. John, B.C., and the supervision of the erection of the said 
20 houses...................................................................................................

Engineering Services incidental to the design and supervision of the 
construction of roads and sidewalks, and the installation of water, 
sewer, power distribution, fire alarm and street lighting systems, 
all of which construction and installation work is hereinafter referred 
to as the “work” required for Permanent Married Quarters Project 
(20 houses) at R.C.A.F. Station, Fort Nelson, B.C., and the super
vision and erection of the said 20 houses .........................................

Engineering Services, Married Quarters, Calgary, Alta...........................

Davidson, C. A. (Mr.)
Consulting Engineer,
9903-105 St., Edmonton, Alta.

Engineering Services covering the supervision of the construction of 
the Receiver Bldg., R.C.A.F. Station, Namao, Alberta ................

2,337.50

175.00

1,338.35

1,260.00

4,939.90

5,870.38

5,377.21

7,500.00

90.00

10,371.63

7,315.59
3,000.00

934.22
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de Stein, Mr. J. L.,
5771 Cote St. Luc Road,
Montreal, P.Q.

To provide for the services of a consultant engineer at the Directorate 
of Engineer Development, Q.M.G. Branch, Army Headquarters, 
Building “C”, Cartier Square, Ottawa, Ontario.....................................

Donald Inspection Limited,
1181 Guy St.,
Montreal, P.Q.

Inspection Services incidental to the replacement of a concrete apron 
in front of No. 4 Hangar at R.C.A.F. Station, St. Hubert, P.Q.......

Complete survey and soil analysis in connection with the proposed 
runway at R.C.A.F. Station, Trenlton, Ontario ....................................

Engineering Services in connection with construction of new runway, 
Trenton, Ont., Contract dated 16-9-49 ...............................................

Engineering Services in connection with repairs to runway roads, etc., 
at Trenton, Ont., Contract dated 15-10-49 ........................................

Fetherstonhaugh, Durnford, Bolton & Chadwick,
University Tower, Montreal, (2), P.Q.

Architectural and engineering services in connection with the design of 
the building to meet Naval requirements, preparation of working 
drawings and specifications including those for the structural heating, 
ventilating and electrical trades, preparation of estimates of cost 
and the furnishing of sufficient copies of plans and specifications 
to enable tenders to be called..................................................................

Faurer, Mr. Charles,
305 Kinsington Bldg.,
Winnipeg, Man.

Architectural service in connection with the preparation of preliminary 
sketch plans for the rehabilitation and modernizing of hospital 
wards and operating rooms at Fort Churchill, Man............................

Design of remote control transmitter station, Camp Shilo, Man.............

Garrett, Mr. Julian
108 Commercial Building,
Edmonton, Alta.

To provide for the services of a consultant to prepare and supply a 
detailed report on the most economical method for the supply of 
natural gas at Wainwright Military Camp, Wainwright, Alta.......

Godin, Mr. Charles,
5436 Brodeur Ave.,
N.D.G. Montreal, P.Q.

Survey of seven lettings and encroachments at St. Johns Barracks, 
St. Johns, Que................................................................................................

Messrs. Gore and Storrie,
Charles-Bay Building,
1130 Bay Street,
Toronto, Ont.

Professional engineering services in connection with the water supply 
system for R.C.A.F. Station, Trenton, Ontario................................

Engineering Services covering the design and supervision of the con
struction of roads, sewer and water systems for the permanent 
married quarters (50 units) at R.C.A.F. Station, Camp Borden, 
Ont................................................. .................... ..............................................

76.90

549.20

9,500.00

15,000.00

4,851.13

40,000.00

2,045.00
525.00

1,253.41

873.00

13,647.00

6,505.97
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J- M. Eugene Guay Incorporated 
Dominion Square Building,
1010 St. 'Catherine St,., West,
Montreal, P.Q.

To provide for the services of a consultant engineer for the supply of 
a complete report on the present condition of the building situated 
at 1380 Barre St., Montreal, P.Q., and supply recommendations 
covering all necessary alterations to the building for use as a garage $ 2,853.45

Dean R. M. Hardy,
Dean of the Faculty of Applied Science,
University of Alberta, Edmonton, Alta.

To provide for the services of a consultant to examine the soil and 
building conditions at magazines 1 to 5 inclusive at Kamloops, B.C., 
and the submission to the Department of National Defence of a 
written report stating the causes of existing damage and recom
mendations as to methods of correcting the faults both in soil 
and building weaknesses............................................................................. 1,050.00

Hardy, Mr. Ronald D.,
50 St. Vincent St.,
Barrie, Ontario.

Services of a surveyor to survey camp area, Camp Borden, Ontario, to
initiate development of camp into a permanent Army Station ....... 3,300.00

Humphries, Mr. David T.,
230 Regent Street, (
Kingston, Ontario.

To provide for the services of a land surveyor and field party for a 
period of 30 days to assist in planning the permanent station 
development and housing in the Barriefield Area .............................. 960.00

To provide for the services of a surveyor to carry out a detailed survey 
of the camp area at Picton, Ontario, in order to initiate the 
development of the Royal Canadian School of Artillery (Anti- 
Aircraft) to permanent Station status ...................................................

Lea, Mr. H. W„
1226 University Street,
Montreal, Que.

Architectural and engineering services covering complete plans, working 
drawings, specifications and bills of materials covering structural, 
architectural, mechanical (including heating, plumbing and venti
lation) and electrical work for camp buildings for the Depart
ment of National Defence (Army)........................................................

Leek & Co. Ltd.,
1111-1117 Homer Street,
Vancouver, B.C.

Engineering Services covering the preparation of plans and specifications 
and a detailed estimate for renovation of the Heating System in the 
Armouries at Cranbrook, B.C...................................................................

N. B. MacRostie,
193 Sparks St.,
Ottawa, Ontario.

Engineering Services in connection with Permanent Married Quarters, 
Rockcliffe, Ontario........................................................................................

1,800.00

76,850.00

360.00

5,776.86
87914—4
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Professor Edw. S. Magill, 
c/o Officers Mess,
Camp Shilo, Manitoba.

To provide for the sendees of a Resident Engineer to supervise the 
Married Quarters Development at Camp Shilo, Manitoba.................$

R. H. Magwood,
69 Horace Street,
Norwood, Manitoba.

Employment of a Survey Party required during summer of 1949 at 
Camp Shilo, Manitoba to produce information as directed by the 
Camp Engineer Officer, and in accordance with specifications dated 
March 3, 1949...............................................................................................

Margison and Babcock,
119 Isabella Street,
Toronto, Ontario.

Engineering Services in connection with the provision of Permanent 
Married Quarters (60 units) at the R.C.A.F. Station, Clinton, Ontario.

Engineering Services covering investigation and report on serious leaks 
in water mains supplying No. 6 Repair Depot Detachment, Fingal, 
Ontario.......................................... ...................................................................

Engineering Services covering development of sketches, for approval, 
and complete working drawings and specifications, for the construc
tion of (R.C.A.F. Standard) widespan, permanent hangars for various 
sites....................................................................................................................

(1) Engineering services covering investigation of present water supply
system and a report covering its adequacy, and recommendations for 
alterations and additions that may be found necessary at Oshawa 
Wireless Station, Oshawa, Ontario.

(2) Engineering Services covering the making of preliminary plans for
approval and construction drawings with specifications for construc
tion of alterations and additions to present water supply system or 
construction of new water supply system, as determined by the 
report in Item (1) above, at Oshawa Wireless Station, Oshawa, 
Ontario..............................................................................................................

Engineering Services covering development of the following buildings:— 
(1) Equipment stores building, (2) Section M.E. building, (3) Para
chute packing and drying tower and (4) Operations building for 
general R.CA.F. construction.....................................................................

Architectural services covering a structural design for the coal bunker 
and a design of the reinforcing steel requirements for the boiler 
foundation at the R.C.A.F. Station, Summerside, P.E.I........................

Maritime Engineering Consultants 
P.O. Box 981,
Halifax, NS.

Preliminary Survey, re water sewer, electrical system, roads and grading 
for Permanent Married Quarters, R.C.A.F. Station, Greenwood, NS.

Making Contour Survey of Army property, Baptizing Lake Area. Also 
making survey and deed. Search of land requirements in Baptizing 
Lake Area........................................................................................................

Expert witness of Crown hearing of case in Exchequer Court in respect 
to certain lands formerly owned by C. MacCulloch and Bedford 
Golf & Country Club..................................................................................

Milton Hersey Co. Ltd.,
980 St. Antoine Street,
Montreal, P.Q.

To cover the cost of inspection during the reconstruction of the Main 
Wharf, North Jetty, R.C.N. Magazine, Bedford Basin, NS.............

1,274.80

5,044.03

4,196.93

1,460.37

4,863.73

978.46

45,400.00

241.86

10,633.70

850.38

196.80

165.15
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Inspection of work on reconstruction of Runways at R.C.A.F. Station,
Summerside, P.B.I............................................................................................

Concrete Inspection and Soil Testing, Rivers, Man.........................................

Iain R. Morrison,
220 Third Avenue,
Kamloops, B.C.

Services of a consultant to prepare the design and produce the required 
plans, specifications and bills of materials for building a Permanent 
Barrack Block, R.C.S.M.E., Chilliwack, B.C..........................................

Mr. S. K. Pearce,
125—6th Avenue West,
Calgary, Alberta

To provide for the services of a surveyor to carry out a contour survey 
at Block “Z” Registered Plan 5138 x Northwest Quarter, section 5, 
Township 24, RI W5M., for the future construction of permanent 
accommodation...................................... .. ...........................................................

Power Corporation of Canada Limited,
355 St. James Street, West,
Montreal, P.Q.

Consultant engineering services to investigate and submit, a preliminary 
engineering report and estimated cost of development and scope of a 
possible Hydro Electric project, R.C.A.F. Station, Goose Bay, 
Labrador................................................................................................................

Jacques Price,
P.O. Box 340,
Windsor, N.S.

Engineering Services in connection with the provision of Permanent 
Married Quarters (100 houses) ,at Dartmouth, N.S., covering the 
design and supervision of the construction of roads, sewer, and 
water systems and general development of site......................................

Professional Engineering Services in conjunction with re-activating the 
Mont Jacques Cartier site at Quebec ........................................................

Robert A. Rankin and Company Limited,
1420 Sherbrooke Street West,
Montreal, P.Q.

Engineering services to cover the carrying out of necessary preliminary 
investigations and surveys with recommendations as to the type of 
installation necessary, and to make plans and specifications and 
supervise the construction of a central heating plant at R.C.N. Air 
Station, Dartmouth, N.S.................................................................................

Inspection and supervision of construction of a Radio Operational 
Station at Fort Churchill, Manitoba, together with accommodation 
for single personnel and service and recreational buildings ..............

Ross, Patterson, Townsend and Heughan,
Dominion Square Building,
Montreal, P.Q.

Architectural services covering the preparation of detailed plans and 
specifications for the construction of a laboratory and administra
tion building, D.R.B. Naval Research establishment, Halifax, N.S...

Mr. J. A. Rutherford,
Prince Rupert, B.C.

To carry out a survey of the site of the H/F D/F Station, Masset, B.C., 
past the road within the site on the ground on both sides and pre
pare sufficient linen tracings and blue prints for registration and one 
linen tracing and complete description for the Department of
National Defence ...........................................................................................

87914—4i

4,759.74
16,051.35

15,897.63

589.50

9,824.52

9,315.44

131.38

14,012.22

15,000.00

3,500.0(1

288.80
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Sumner and Piercy,
310 Time Building,
Winnipeg, Manitoba.

Architectural services in connection with the inspection, and preparation 
of a report recommending repairs necessary to correct faults indicated 
in roof trusses and columns, Hangar Garage Building, Fort Churchill, 
Manitoba ........................................................................................................ $

Messrs. Swan, Rhodes & Wooster, .
Consulting Engineers,
814 Birks Building,
Vancouver, B.C.

Engineering Services covering the design and supervision of the construc
tion of a system of river bank protection at No. 15 “X” Depot, 
R.C.A.F., Kamloops, B.C.............................................................................

Donald O. Turnbull,
42 Princess Street,
Saint John, N.B.

To provide for the services of a consultant Engineer to carry out a survey 
of a Boathouse site proposed to be leased by His Majesty. Primary 
references to be based on the intersection of the main Highway 
and Drury Cove Road.................................................................................

Messrs. Underwood and McLellan,
502 Crain Building,
Saskatoon, Saskatchewan.

Engineering Services in connection with the provision of Permanent 
Married Quarters (50 houses) at the R.C.A.F. Station, Namao, 
Alberta, covering the design and supervision of the construction of 
roads, sewers, and water systems and general development of the 
site ...................................................................................................................

Consulting Engineering Services required for the preparation of plans, 
specifications and an estimate of cost for a new water supply system, 
Joint Air School, Rivers, Manitoba...........................................................

To carry out a survey of a permanent site for HMCS “Queen”, Regina, 
Saskatchewan, transferred to Dominion Government by Provincial 
Order in Council No. 815/49 dated April 22, 1949, Regina, Saskat
chewan ............................................................................................................

Engineering Services re permanent married quarters C.J.A.TC. Rivers
To provide for the services of a consultant Engineer for the following :—
(1) Investigation and report on existing sewage disposal facilities at the 

R.C.A.F. Station, Namao, Alberta, with particular reference to the 
disposal plant and for recommendations for a new plant design if 
existing plant is not suitable.

(2) Field Surveys, preparation of plans and specifications covering the 
design of a new plant to include necessary plans for land acquisition.

(3) Supervision of construction, legal surveys and plans for registration in
the Land Titles Office of any necessary land requirements and for 
plans of the completed works ..................................................................

Chas. Warnock and Company Limited,
McGill Building,
Montreal, P.Q.

To provide for the services of a Resident Engineer at Petawawa military 
camp, Petawawa, Ontario, to carry out inspection work in connection 
with the housing project at that station. Such inspection services to 
include signing and checking of way bills and materials under .esca
lator clause in the housing contract, taking levels and the locating of 
points for house locations, positioning of outside services, prepara
tion of progress reports and any other inspection services considered 
necessary by the camp Engineering Officer ............................................

495.30

3,439.24

150.00

10,719.70

8,400.00

200.00
9,570.17

7,987.50

4,921.88
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Mr. D. A. Webber,
100 Granville Street,
Halifax, N.S.

Architectural Services incidental to the supervision of the construction of
100 houses at Ihc R.C.A.F. Station, Greenwood, NS.......................... $ 2,732.27

Architectural Services incidental to the Supervision of the construction 
of 100 houses at Dartmouth, N.S., required for the provision of 
Permanent Married Quarters for the R.C.A.F............................... 1,512.50’

Main & Rensaa, MacCosbam Building,
Edmonton, Alberta.

Engineering Services in connection with the provision of Permanent 
Married Quarters (40 houses) at the R.C.A.F. Station, White
horse, Y.T., covering the design and supervision of the construction 
of roads, sewer and water systems and general development of
the site...................................................................................................... 12,145.55

Engineering Services in connection with the provision of Permanent 
Married Quarters (50 houses) at the R.C.A.F. Station, Edmonton,
Alberta, covering the design and supervision of the construction 
of roads, sewer and water systems and general development of 
the site..................... :.............................................................................. 6,002.68

Professional engineering and architectural services for proposed con
struction and development at Whitehorse, Y.T. and area............ 13,310.30

Engineering services in connection with the provision of additional per
manent married quarters (50 houses) at the R.C.A.F. station, 
Whitehorse, Y.T., covering the design and supervision of the con
struction of the roads, sewer amd water systems, power distribu
tion system and the general development of the site and the super
vision of the construction of the said houses.............................. 9,259.33

Services of a consultant to prepare the design and produce the required 
plans and specifications and bills of materials for building a 
Permanent Barrack block, Currie Barracks, Calgary, Alberta.... 15,774.08 

Inspection Service incidental to the inspection of construction of 78 
houses at Department of National Defence (DRB) Experimental
Station, Suffield (Ralston. P.Q.). Alberta ....................................... 1,400.00

Engineering services in connection with the design and supervision of 
construction of the extension to the Waiter Supply System,
Whitehorse, Y.T...................................................................................... 3,469.71

Engineering Services re layout of townsite, preparation of siting plan, 
staking out permanent married quarters, designing extension to 
water sewage and power uilities, etc. at Watson Lake ..................... 3,000.00

Mr. Harold J. Doran,
1010 St. Catherine St. West,
Montreal, P.Q.

Engineering and Architectural services in connection with the construc
tion of 50 houses at the R.C.A.F. Station, Goose Bay, Labrador.... 271.69 

Supervisory architectural and engineering services required in con
junction with the construction of the Permanent School at Goose
Bay, Labrador.............................................................................................. 3,200.00

Consulting engineering services covering the supervision of construction 
of extensions and improvements of the Aerodrome at the R.C.A.F.
Station, Bagotville, P.Q......................................................................... 11,186.15

Engineering Services required in connection with site and soil surveys
at the R.C.A.F. Station, Bagotville, P.Q............................................. 9,654.39

Consultant Engineering Services covering Topographical Survey at 
Sa-ybec, P.Q. Such survey to cover the proposed station area and 
to include detailed information which will enable the Royal
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Canadian Air Force to know the sub-soil conditions and possible 
building sites. The manner and extent of the survey to 'be in 
accordance with the instruction of the Director of Maintenance 
Command Headquarters, Royal Canadian Air Force .......................... $ 377.90

Architectural and Engineering Services in connection with the provi
sion of Permanent Married Quarters (40 houses) at the R.C.A.F.
Station, Goose Bay, Labrador, covering the design and supervision 
of the construction of roads, sewer and water system, power 
distribution and fire alarm systems and general development of 
the site, and supervision of the construction of the said houses.. 8,708.25

Messrs. Doran and Price,
Consulting Engineer and Architect,
1010 Dominion Square Building,
Montreal, P.Q.

Engineering services covering the design (roads, water and sewage, 
etc.) and supervision required for permanent buildings and services, 
Mont Jacques Cartier, Quebec..................................................................

Engineering Sendees covering the design (roads, water sewage, etc.) 
and supervision required for permanent buildings and services, 
R.C.A.F. site, Saybec, P.Q............................................................................

Engineering Sendees covering the design (roads, water, sewage, etc.) 
and supervision required for permanent buildings and services, near 
Bagotville, P.Q....................................................................................................

12,087.45

19,639.75

5,239.35

McCulloch & Company,
3420 Wilson Avenue,
Montreal, P.Q.

Engineering Services covering the design and supervision of the recon
struction of dock facilities at the R.C.A.F. Station, Goose Bay,
Labrador................................................................................................................. 12,600.00

Pennock Engineering,
86 Gloucester Street,
Ottawa, Ontario.

Engineering Services covering the design and preparation of drawings 
and specifications for the new Central Heating Plant to' replace the 
one now servicing the Canadian Army Staff College, Fort Frontenac,
Kingston, Ontario ........................................................................................... 1.800.00

To carry out a Contour Survey of an area (approximately 47-5 acres) 
outlined in blue on the Connaught Range Map 1/25,000 presently in 
your possession..................................................................................................... 600.00

Inspection services for the construction of 500 man mess at the
R.C.E.M.E. School, Barriefield, Ontario................................................... 979.78

Inspection Services in connection with the construction of a New Per
manent Dormitory at the Royal Military College, Kingston, Ontario. 9,691-82

Professional Services incidental to the survey of the Ventilation system 
at the Administration Building, Royal Military College, Kingston,
Ontario.................................................................................................................... 664.00

Ripley and Associates,
Consulting Engineers,
No. 5 Mortlake Block,
Edmonton, Alberta.

Engineering Services covering a survey and preliminary design work in 
conjunction with a permanent water supply system for R.C.A.F. 
Detachment, Fort St. John, B.C.................................................................. 911-06
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Services of a consultant Engineer for the preparation of detailed plans 
for:—

(a) Construction of a water intake and transmission system, and (t>) 
Increasing existing D.N.D. water storage, pumping and facilities at 
Department of National Defence (Defence Research Board) Experi
mental Station, Su (field, Alberta...........................................................

Services of a consultant Engineer to provide a preliminary survey and 
complete report on the water supply system at the Wain weight
military camp, Wainwright, Alberta ...................................................

Services of a consultant Engineer to provide a full survey for the water 
supply system at Wainwright military camp, Wainwright, Alberta, 
together with designs, plans, specifications and estimates...................

Shepherd, Mr. David,
57 Bloor Street, West,
Toronto, Ontario.

Engineering Services covering the design and supervision of the construc
tion of an Engine Repair Shop at the R.C.A.F. Station, Downsview
(Toronto), Ontario..................................................................................

Consulting engineering services covering investigation and computation 
of data for additional runway development, R.C.A.F. Station,
Toronto (Downsview), Ontario...........................................................

Supplying 10 copies of each of Drawings No. 1 and S-l “Engine Test 
Sheds” DeHavilland Aircraft of Canada Ltd.....................................

Photographic Surveys (Western) Ltd.,
200 Geary Avenue,
Toronto, Ontario.

Engineering Services covering surveyor for Wainwright military camp, 
Alberta.......................................................................................................

CTO (DND)
Ottawa 
12 Jun 51

8.500.00

500.00

10,498.47

7,084.05

4,534.45

20.00

5,000.00
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ADDENDUM 

Item 1
CANADIAN JOINT STAFF, WASHINGTON, D.C., U.S.A.

Duties and Background of Personnel During Fiscal Year 1949-50 

JOINT STAFF MISSION 

A/V/M H. L. Campbell, CBE
Representative of the Canadian Chiefs of Staff, Washington, and is Chair

man of the Canadian Joint Staff, Washington since October 1949. He is the 
Canadian officer accredited to the Standing Group of the North Atlantic Military 
Committee and is the representative in Washington of the Chiefs of Staff on 
all matters relating to the North Atlantic Treaty. He is the principal military 
adviser to the Canadian Ambassador in Washington.

A/V/M Campbell was commissioned in July, 1930, on graduation from the 
University of New Brunswick with the degree of B. Sc. in Electrical Engineer
ing. He occupied many and varied positions in the early part of his career such 
as Flying Instructor, adjutant of various RCAF stations across Canada, employ
ment with the Auxiliary Air Force (111 Squadron, Vancouver). He was pro
moted to Flight Lieutenant on July 1, 1936 and to Squadron Leader on April 1, 
1939. Shortly after the outbreak of the war he was appointed Director of 
Training Plans at AFHQ. In 1942 he was posted to Overseas HQ and assumed 
the duties of Director of Air Staff. He was promoted to Group Captain while 
holding this appointment.

On return to Canada in January, 1944, he was appointed Assistant of the 
Air Staff and promoted to Air Commodore. He was promoted to his present 
rank in April, 1945 on his appointment as Air Member for Personnel. He 
attended the Imperial Defence College in England in 1948 and on his return 
to Canada in April, 1949 he was appointed Air Officer Commanding, North West 
Air Command.

In October, 1949 he was appointed Canadian Chiefs of Staff Representative 
at Canadian Joint Staff, Washington, in connection with the North Atlantic 
Pact Defence Staff, which appointment he holds at present.

Leave: Nil.

Capt. W. C. Leonard, MBE, RCIC
Secretary to the Joint Staff and performs such other duties as the Chair

man directs. Posted to Military Attache Staff, Washington in February, 1946- 
Remained in Washington on various appointments until his return to Canada 
in January, 1950 to attend Staff College.

Commissioned Irish Regiment NPAM in June, 1940. Commissioned Irish 
Regiment, Canadian Active Service Force in March, 1941. Served with Irish 
Regiment until November, 1944. Staff employment at 1 Canadian Division 
and 5 Canadian Armoured Division from November, 1944 to July, 1945. 
Returned to Canada in August, 1945.

Leave: Nil.

Major R. F. Walker, RCA
Secretary to the Joint Staff and performs such other duties as the chairman 

directs. Posted as G2 Secretary, Joint Staff, Canadian Army Staff, Washington 
from December, 1949 to February, 1951.
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Commissioned Royal Canadian Artillery (NPAM) in April, 1937. Com
missioned Royal Canadian Artillery, Canadian Active Service Force in Novem
ber, 1939. Proceeded overseas in December, 1939. Served overseas with field 
units and holding units from December, 1939 to July,, 1945. Returned to 
Canada (CAPF Volunteer) in July, 1945. Attended 1 CASC from June, 1946 to 
June, 1947.

Served at Army Headquarters from June, 1947 to December, 1949.
Leave : 24 days.

NAVY

Commodore V. S. Godfrey, O.B.E.
Canadian Naval Attache and Naval Member, Canadian Joint Staff, 

Washington, from September 1947 to July 1949. Advises the Chief of Naval 
Staff on matters concerning the organization, training, strength and potential 
of the ILS. Navy and related matters. Acts as Naval Adviser to the Chief of 
the Canadian Mission in Washington. Assists Canadian industrial establish
ments in securing information etc., pertaining to defence production.

Commodore Godfrey entered the Royal Naval College of Canada as a 
cadet in January, 1913. During the First World War he saw service in ships 
and submarines of the Royal Navy. In the years between the wars he served 
in ships and establishments of the RON and Royal Navy and held a variety 
of appointments including that of Naval Intelligence Officer, Esquimalt. He 
held command of the Destroyer HMCS “Champlain” for two years. In 
December, 1941, he was appointed in command of the auxiliary cruiser HMCS 
“Prince David”. In August 1943 he was appointed Chief of Staff to the Naval 
Member Canadian Joint Staff in Washington and succeeded to this post in 
August of the same year. Afterwards he was appointed in command of an 
infantry landing ship HMCS “Prince Henry” which carried the first wave of 
Canadian troops to the Normandy beachhead on D-Day. At the close of the 
European war he was appointed Chief of Staff to the Commanding Officer, 
Pacific Coast, which post he held until his appointment in September, 1947, as 
Naval Member of the Canadian Joint Staff, Washington.

Leave: nil.

Commodore H. N. Lay, O.B.E.
Canadian. Naval Attache and Naval Member, Canadian Joint Staff, 

Washington, since July 1949. Advises the Chief of Naval Staff on matters 
concerning the organization, training, strength and potential of the U.S. Navy 
and related matters. Acts as Naval Adviser to the Chief of the Canadian 
Mission in Washington. Assists Canadian industrial establishments in securing 
information etc., pertaining to defence production.

Commodore Lay joined the Royal Naval College of Canada as a cadet in 
1918. After graduation as a midshipman, he served in Royal Navy ships 
and training establishments for 4 years. On return to Canada he served' in 
the Destroyer HMCS “Patrician”. He subsequently served in HM battle
cruisers “Tiger” and “Repulse”. From 1931 to 1938 he served in Canadian 
destroyers and was then appointed to Royal Naval Staff College, Greenwich, 
England.

At the outbreak of the Second World War he was Staff Officer (Operations) 
at, Halifax. In December, 1939 he was appointed to command the Destroyer 
HMCS “Restigouche” which took part in the evacuation of Allied troops from
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France in June, 1940. One year later he was appointed Director of Operations 
Division at Naval Headquarters. In 1943 he was sent on a special mission 
to report on Naval Air operations in the U.S. and Great Britain. In October, 
1943 he received command of the first Canadian-manned aircraft carrier HM» 
“Nabob”. Following this he served for a time with the Canadian Naval 
Mission in London. In 1945 he attended the U.S. Army and Naval Staff 
College. In December, 1945, he was appointed Director of Plans at Naval 
Headquarters and added the duties of Director of Naval Intelligence in April, 
1946. In April, 1948, he was appointed Assistant Chief of Naval Staff (Plans 
and Air) and was made a member of the Naval Board. In July, 1949, he was 
appointed Canadian Naval Attache and Naval Member Canadian Joint Stan, 
Washington.

Leave: 18 days.

Commander Francis J. D. Pemberton
Assistant Canadian Naval Attache since May 1948. Chief of Staff to 

Naval Member Canadian Joint Staff.
Commander Pemberton entered the Royal Canadian Naval Volunteer 

Reserve at Halifax in 1940. He became executive officer of the corvette HM'Cv 
“Chambly” in January, 1942. In September of that year he was appointed 
for duty with Commandant, Eastern Sea Frontier (US Navy) as Assistant 
Escort Liaison Officer at New York.

Later he became Canadian Escort Liaison Officer on the staffs of the 
Commandant, Eastern Sea Frontier and the British Admiralty Maintenance 
Representative. He was appointed Canadian Naval Attache in 1945. In 1948, 
following the reorganization of the Canadian Joint Staff he was appointed 
Assistant Canadian Naval Attache.

Leave: 19 days.

ARMY
Brig. H. E. Taber, CDE, CD

Commander, Canadian Army Staff (Washington) and Military Attache, 
Washington, June, 1947 and still holds this appointment, as well as Military 
Attache, Washington.

Enlisted as OR Lanark and Renfrew Regt. (NPAM) May, 1913. Entered 
McGill University and joined the COTC 1915 and went overseas with the 
McGill Seige Bty CEF as an OR. Joined the RAF and served for 8 months. 
Joined RC Sigs (PF) as OR and served from July, 1923 to July, 1928 in the 
ranks. Commissioned in Royal Cdn. Signals July, 1928 and on the outbreak 
of war was a Major. Promoted to Lt. Col. May 2, 1940 and appointed TSO 1 
Br. of MGO-NDHQ. Promoted to Colonel August 27, 1941. Seconded to Dept, 
of Munitions and Supply January, 1942 and promoted to Brigadier in Decem
ber, 1942. Director DE & CD Branch of MGO form July, 1943 to May, 1947.

Leave: 18 days plus 3 days travelling time.

Col. L. G. Clarke, QBE, CD
Assistant Military Attache, Washington and principal staff officer to com

mander. In July 1947 was promoted to rank of Colonel and appointed Chief of 
Staff, Canadian Army Staff, Washington until September, 1949. Acts for Com
mander in his absence.
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Graduate EMC in 1928. Commissioned in RCA (PF) same year. Had 
reached rank of Captain on outbreak of war. Proceeded overseas in 1939 and 
promoted to Major in March, 1940. Held various staff and regimental appoint
ments until February, 1942 when he was promoted Lt. Colonel to command 12 
Field Regiment. Returned to Canada in August, 1942 to become GSO 1 in 
DMT. Commanded 19 Field Regiment in January, 1943 and took them over
seas. In December, 1944 was promoted Brigadier to command 1 Cdn Army 
Group of the Royal Artillery. On reconstitution of Cdn Army (AF) was 
accepted as Lt. Colonel and served as Assistant Adjutant and Quartermaster 
General in Headquarters, New Brunswick Area. In September, 1949 returned 
to Canada and appointed Director of Artillery.

Leave : 24 days plus 2 days travelling time.

Col. A. E. Wrinch, CBE, CD
Assistant Military Attache, Washington and principal staff officer to 

commander. On graduation from Staff College in December, 1949 he was 
appointed Chief of Staff, Canadian Army Staff, Washington and is still in that 
position. Acts for Commander in his absence.

Graduated RMC in 1931. Commissioned in Royal Canadian Signals (PF) 
same year. Served in corps employment and reached the rank of Brigadier 
in January, 1945. Served at 5 Canadian Armoured Division, HQ 1 Canadian 
Corps and Headquarters Canadian Forces, Netherlands.

Appointed Colonel on Reconstitution of CA (AF) and appointed Director 
of Signals.

Leave : Nil.

A/C R.C. Gordon
Air Member Canadian Joint Staff, Washington, from March 1947 to 

January 1950. Represents the RCAF on all appropriate joint and combined 
committees in Washington and on other Air matters which concern the RCAF. 
Represents the RCAF in all dealings with Air Commissions. Commands RCAF 
Division Canadian Joint Staff, Washington.

Air Commodore Gordon was commissioned in May, 1930 on graduation 
from the University of Saskatchewan with the degree of B. Sc. in Civil 
Engineering.

During the early part of his career A/C Gordon served on mapping 
expeditions and aerial transport work and completed photographic, navigation 
and armament officer courses. In the summer of 1936 lie flew the RCMP com
missioner on a 11,000 mile inspection trip of the North. He was on exchange 
duties with the RAF on coastal operations during the two years preceding the 
outbreak of war returning to Canada in 1939. He was promoted to Flight 
Lieutenant on April 1, 1936 and to Squadron Leader on April 1, 1939.

At the outbreak of war he was a member of a Bomber Reconnaissance 
Squadron at Dartmouth and in November, 1939 he was posted to the command 
of a Squadron. Other positions held during the war years included command 
of a Flying Training Station in Canada and a Bomber Station and Base in the 
UK. On return to Canada in May, 1944 he was posted to AFHQ as Deputy 
Air Member for Supply and Organization. A/C Gordon was promoted to his 
present rank in May, 1945 while filling this appointment.

In September, 1946 he was appointed Air Officer Commanding North West 
Air Command and in March, 1947 was appointed Air Member of the Canadian 
Joint Staff and Air Attache in Washington. He held this appointment until 
January, 1950 when he was transferred to his present position as Group Com
mander, Maritime Group HQ, Halifax.

Leave : 21 days annual leave and 3 days travelling time.
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A/C M. M. Hendrick
Air Member Canadian Joint Staff, Washington. He was promoted to his 

present rank and appointed to his present position as Air Member of the 
Canadian Joint Staff and Air Attache in Washington in December, 1949. 
Represents the RCAF on all appropriate joint and combined committees in 
Washington and on other Air matters which concern the RCAF. Represents 
the RCAF in all dealings with Air Commissions. Commands RCAF Division . 
Canadian Joint Staff, Washington.

A/C Hendrick graduated from the University of Toronto in 1932 with the 
degree of BA. He entered McGill University and graduated in 1934 with a 
Master’s Degree in Science. He was appointed in the RCAF at that time.

Following pilot training, he served in an Army Co-operation Squadron as 
Pilot and Signals Officer. He attended a Specialist Signals Officer course at 
Cranwell in the UK in 1937 and on his return was employed as an instructor at 
the Wireless School. He was promoted to Flight Lieutenant on April 1, 1938 
and to Squadron Leader on May 1, 1940.

After the outbreak of war he proceeded to Number 3 Wireless School in 
Winnipeg to be Chief Instructor. He served in Washington from January, 1942 
to May, 1944 as Chief Signals Officer and then proceeded to the UK. He 
returned to Canada in August, 1945 and was employed in a staff capacity until 
January, 1948 when he was appointed Commanding Officer of Station Edmonton.

In July, 1948 he was appointed Senior Air Staff Officer at North West Air 
Command HQ Edmonton.

Leave : Nil.

G/C L. J. Birchall
Senior Air Staff Officer for the Canadian Joint Staff in Washington during 

1949-50. Accredited as the Air Attache to the Canadian Ambassador to the 
USA.

G/C Birchall was commissioned in July, 1937 on graduation from RMC. In 
November, 1938 he received his pilot’s wings and was posted to an operational 
coastal squadron. At the beginning of the war he was serving on coastal 
operations in Canada. He was promoted from Flying Officer to Flight Lieutenant 
in January, 1940 and promoted to Squadron Leader in March, 1941. During 
this time he held the position of Flight Commander and Detachment Commander 
in an operational coastal squadron.

He proceeded to the UK in December, 1941 and was employed on coastal 
operations. In April 1942 he proceeded to Ceylon. Shortly after arrival in 
Ceylon on April 4, 1942 he sighted and reported the Japanese naval forces that 
attacked Ceylon. He was shot down and became a prisoner of war and was 
released in October, 1945. He was promoted to the rank of Wing Commander in 
August 1942 at which time he was a prisoner of war.

In April, 1946 he was appointed Director of Personnel Administration at 
AFHQ. He attended the USAF Armed Forces Staff College from January to 
June, 1948 and in July. 1948 he was appointed Assistant Air Attache in Washing
ton. He was promoted to his present rank November 1, 1948.

Leave: 30 days.

USE OF TRANSPORT BY CANADIAN JOINT STAFF, 
WASHINGTON

The foregoing officers may use for duty purposes a light car with military 
driver from the Military Transport Pool maintained for the use of the Canadian 
Joint Staff Mission in Washington.

No aircraft nor marine vessels are supplied for use by these officers.



PAY, ALLOWANCES, EXPENSES, ETC., RECEIVED BY PERSONNEL ON STRENGTH, CANADIAN JOINT STAFF, 
WASHINGTON, D.C., U.S.A., DURING FISCAL YEAR 1949-50

Particulars Pay Allowances Miscellaneous Total

Service
No. Rank Name

Period Served 
1949-50 Pay Subsist- Marriage Separated

Family’s
Supple

mentary Rental
Tuition,
Books,

(Children)
Travel Club

Fees
Moving

Expenses

Total Pay 
All’nces, 

Expenses,
From To

$ $ t i » $ t i t $ $

NAVY

027600 Cmdre V. S. Godfrey.................................. 1 Apr 4922 July 49 2,138 60 362 60 148 00 1,887 76 382 14 7fi SS mn on 311 03 C A A CO
041040 Cmdre H.N. Lay........................................ 15 July 4931 Mar 50 5,086 40 862 00 352 00 5,103 19 1,285 98 585 84 767 86 14 143 97
058390 Cdr F. J. D. Pemberton....................... 1 Apr 4931 Mar 50 4,176 00 1,056 00 480 00 6,920 00 1,147 48 373 96 100 00 14]253 44

ARMY

ZP1849 Brig H. E. Taber..................................... 1 Apr 4931 Mar 50 6,936 00 1,176 00 480 00 6,948 00 2,183 50 178 60 17 902 10
ZP1229 Col L. G. Clarke.................................... 1 Apr 4914 Sep 49 2,372 53 '513 87 218 67 2,946 87 625 05 B ’ 855 19.
ZP1621 Col A. E. Wrinch.................................... 8 Dec 4931 Mar 50 1,766 57 357 20 150 67 1,260 00 587 53 22 00 4’384 89
ZM1863 R. F. Walker.................................... 8 Dec 4931 Mar 50 1,103 63 312 63 150 67 1 j 033 60 554 80 3 417 .29
ZB 1075 Capt W. C. Leonard................................. 1 Apr 4915 Dec 49 2,207 50 693 50 380 00 1,620 00 174 86 251 08 5]326 94

A IR

132 A/V/M H. L. Campbell.............................. 21 Oct 4931 Mar 50 3,542 00 536 67 210 00 3,207 20 945 43 739 78 70 95 9 252 02
133 A/C R. C. Gordon................................... 1 Apr 4919 Jan 50 5,568 07 944 67 385 33 3’656 67 1,377 53 728 61 100 00 127B0 88
161 A/C M. M. Hendrick.............................. 9 Jan 5031 Mar 50 1,599 13 271 13 110 07 l'379 20 666 33 131 30 4 157 16
775 G/C L. J. Birchall.................................... 1 Apr 4931 Mar 50 5,208 00 1,128 00 480 00 5,001 00 1,791 00 200 00 487 22 14,295 22

PU
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Item No. 2

TABLE SHOWING APPORTIONMENT OF RENTAL PAYMENTS BETWEEN 
MEMBERS OF THE DEFENCE FORCES ABROAD AND THE GOVERNMENT

Rank
Gross 

Amount of 
Monthly 
Rental

Individual’s Share Government’s
Share

Captain (Navy), Colonel, 
Group Captain and above

$180 or less $90, or the gross rental, whichever is the 
lesser

Balance of the rental

over 1180 $90 plus 10% of excess over $180 Balance of the rental

Commander, Lieutenant-Col
onel, Wing Commander

$150 or less $75, or the gross rental, whichever is the 
lesser

Balance of the rental

over $150 $75 plus 10% *of the excess over $150 Balance of the rental

Lieutenant-Commander, 
Major, Squadron Leader

$130 or less $65, or the gross rental, whichever is the 
lesser

Balance of the rental

over$130 $65 plus 10% of excess over $130 Balance of the rental

Lieutenant (Navy), Captain, 
Flight Lieutenant

$120 or less $60. or the gross rental, whichever is the 
lesser

Balance of the rental

over $120 $60 plus 10% of excess over $120 Balance of the rental

Sub-Lieutentant, Lieutenant, 
Flying Officer and ranks 
above Chief Petty Officer. 
2nd Class, and Warrant Offi
cer, Class 2

$100 or less

over $100

$50 or the gross rental, whichever is the 
lesser

$50 plus 10% of excess over $100

Balance of the rental

Balance of the rental

Chief Petty Officer, 2nd Class 
and Warrant Officer, Class 2

$80 or less $40, or the gross rental whichever is the 
lesser

Balance of the rental

over $80 $40 plus 10% of excess over $80 Balance of the rental

Ranks below Chief Petty Offi
cer, 2nd Class and Warrant 
Officer, Class 2

$60 or less

over $60

$30 or the gross rental, whichever is the 
lesser

$30 plus 10% of excess over $60

Balance of the rental

Balance of the rental

Notes.

1. Where any rental agreement involves a payment in the nature of “key money”, or where the Govern
ment’s share of the rental as calculated according to this schedule is greater by $900 or more per annum 
than the individual’s share, the case shall be submitted to the Treasury Board for approval.

2, When computing the Canadian dollar equivalent of a rental expressed in foreign currency, the rate 
at which the Government of Canada may purchase that currency from the Bank of Canada on the 1st 
day of the month in which the tenancy commences shall be used. The Canadian dollar value of the rental 
after being determined as aforesaid, shall remain fixed as established for the first month of the tenancy 
unless the rate of exchange for the foreign currency fluctuates by more than 50%. Tenancies existing on 
March 31, 1949, shall, for the purposes of this order, be regarded as commencing on April 1, 1949.
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Item No. 3

Page N.56—Canadian Corps of Commissionaires—$680,423.94

This item covers payment to the Canadian Corps of Commissionaires— 
whose headquarters is in Montreal—for the security guarding of various service 
installations across Canada. Payments were made at the following locations:—

Halifax, N.S.................................................................$ 271,618.48
St. John, N.B............................................................. 6,573.13
Quebec, P.Q................................................................. 24,533.84
Montreal, P.Q.............................................................. 186,460.10
Ottawa, Ont................................................................. 73,527.84
Kingston, Ont.............................................................. 24,569.92
Toronto, Ont................................................................ 29,660.63
London, Ont................................................................. 11,009.52
Winnipeg, Man............................................................ 12,187.84
Regina, Sask......................  19,571.20
Calgary, Alta............................................................... 3,827.20
Victoria, B.C................................................................ 16,884.24

Total $680,423.94
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MINUTES OF PROCEEDINGS

House of Commons, Room 430 

Thursday, June 14, 1951.

The Standing Committee on Public Accounts called to meet at 11:30 
o’clock a.m., was at 11:45 o’clock a.m., for lack of a quorum, postponed to 
the call of the Chair.

Members present: Messrs. Anderson, Boivin, Croll, Fleming, Fraser, Fulton, 
Harkness, Novvlan, Richard (Gloucester), Stewart (Winnipeg North), Wright.

Tuesday, June 19, 1951.

The Committee met at 11:30 o’clock a.m., the Chairman, Mr. Philippe 
Picard, presiding.

Members present: Messrs. Anderson, Ashbourne, Blue, Boisvert, Boivin, 
Campney, Cleaver, Cloutier, Croll, Fraser, Fulford, Harkness, Helme, Kirk 
{Digby-Yarmouth), Major, Picard, Richard (Ottawa East), Riley, Robinson, 
Stewart (Winnipeg North), Wright.

In attendance: Right Hon. C. D. Howe, P.C., M.P., Minister of Defence 
Production ; Mr. G. J. M-cllraith, M.P., Parliamentary Assistant, and the follow
ing officials of the Canadian Commercial Corporation, namely: Mr. W. D. Low, 
O.B.E., Managing Director; Mr. W. J. Atkinson, O.B.E., General Purchasing 
Agent; Mr. F. F. Waddell, Secretary and Legal Adviser ; and Mr. Frank L. 
Trethewey, Purchasing Agent, Aircraft Section.

The Committee resumed consideration of Public Accounts for the fiscal 
year ended March 31, 1950.

Mr. Howe, in response to the invitation formulated on June 7, appeared 
before the Committee. The Minister was asked a number of questions relating 
to contracts let during the fiscal year 1949-50 now under review. At the con
clusion of his testimony the Minister was thanked by the Chairman on behalf 
of the Committee for his attendance.

The adjourned examination of Mr. Low was resumed. The witness gave 
answers to a number of questions asked of him at previous sittings and he was 
briefly questioned thereon.

And the examination of Mr. Low still -continuing ; the said examination 
was adjourned to the next meeting.

The Chairman informed the Committee that Mr. A. Ross, Associate 
Deputy Minister of National Defence, was due to leave the country in the next 
few days to attend a NATO meeting in Europe.

88001—U
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In order that Mr. Ross may be questioned with respect to some of the 
returns tabled by him on behalf of the Department of National Defence, 
it was agreed that a meeting for that purpose be held tomorrow, in addition to 
that proposed for Thursday, June 21st.

At 1.10 o’clock p.m., the Committee adjourned to meet again at 3.30 
o’clock p.m., Wednesday, June 20th.

ANTOINE CHASSÉ 
Clerk of the Committee.

Note: Information having reached the Chairman, to the effect that Mr. 
Ross’ departure was delayed, the meeting of Wednesday, June 20th, was can
celled, and the next meeting called for 11.30 o’clock a.m., Thursday, June 21st, 
as previously arranged.



EVIDENCE

June 19, 1951 
11.30 a.m.

The Chairman : Gentlemen, we have a quorum. On June 7 a resolution was 
adopted by this committee which reads as follows:

That the Right Hon. Mr. Howe, Minister of Defence Production, be 
invited to appear before this committee with regard to contracts let during 
the fiscal year 1949-50.

Mr. Howe expressed his pleasure to come before us and stated that this 
morning, June 19, would be a suitable date for him to appear. He is now here 
and is at the disposal of the members of the committee. Are there any questions, 
gentlemen?

Mr. Fraser : Mr. Chairman, it would appear that Mr. Howe has a statement 
in front of him.

Right Hon. Mr. Howe: No. I have no statement. I was invited to come 
here and I am here. I was merely looking over some figures which I thought 
might be helpful if I were asked to answer questions.

Mr. Eraser: The questions are just on the contracts of 1949-50 and nothing
else.

The Chairman : That is the order of reference to this committee on public 
accounts ; the accounts of 1949 and 1950.

Mr. Wright: Mr. Chairman, could Mr. Howe give us some idea of how this 
matter of taking delivery at the point at which a contract is made rather than at 
the point where the contract is fulfilled is working out? It has been stated, as 
far as eastern Canada and certain parts of western Canada are concerned, that 
the freight rates are quite an item in deciding whether a contract can be success
fully bid on or not. Mr. Howe stated in the House the other day that it worked 
both ways. Of course it will work both ways; but it seemed to a great many of 
us that there has been, perhaps, more moving about of goods than would be neces
sary, according to the freight charges that we have here in the public accounts 
this year. It would appear that there may be some duplication, and that goods 
which arc for use in the west, perhaps, are shipped east and again shipped back to 
depots in the west. Is there duplication such as that? And if so, can such duplica
tion be avoided? And to what extent do freight rates act against suppliers in 
certain parts of the dominion in the way of affecting their ability to compete 
for contracts?

Right Hon. Mr. Howe: I would say that the freight rates really worked in 
favour of the non-manufacturing provinces. How much possibility for duplica
tion of shipment there is, I would not know. Manufacturers are asked to produce 
certain goods and deliver the goods to certain places. They pass out of our juris
diction at that point of delivery. Should the goods be reshipped later by the armed 
forces, I would not know. The major activity, of course, for the navy is certainly 
on both coasts. And I would think that for the air force there are more units 
of population at the coasts than there are inland. Certainly their training would 
be. The delivery points with respect to the air force are wherever the units are 
stationed. That definitely would be so. And it is natural that the freight costs
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would be higher in outlying places. Without that protection, one might have 
difficulty in selling goods anywhere. But with that protection, they do expect to 
do a very considerable business.

Mr. Wright: Well, the freight rates structure as it exists at the present time 
prevents the letting of subcontracts in areas such as western Canada or eastern 
Canada.

Right Hon. Mr. Howe: Oh, no, no! Subcontracts could be in the nature of 
aircraft. In fact, a great deal of that type of work is being subcontracted in 
Winnipeg today. A $2 million subcontract was placed in Winnipeg not very long 
ago. I was particularly interested in it going through. Freight is not very impor-% 
tant on subcontracts of that kind because the value of the material is so high that 
the freight is not a large proportion of it. But in the case of foodstuffs it is 
quite different. The value is low and the freight is high in proportion to the 
foodstuffs.

The Chairman : Are you through with your questions, Mr. Wright?
Mr. Wright: No. In the matter of supplying certain equipment to airports 

such as snow removal equipment and that type of equipment, which is fairly 
heavy equipment, do you order such equipment from just one contractor, or are 
there contracts let to certain areas in which the equipment is required?

Right Hon. Mr. Howe: Wrhat kind of equipment do you have in mind?
Mr. Wright: Oh, such things as snow removal equipment, and heavy equip

ment for building airports, and so on.
Right Hon. Mr. Howe: Equipment for building airports and heavy equip

ment of that nature is usually supplied by the contractor.
Mr. Wright: Supplied by the contractor?
Right Hon. Mr. Howe: Yes. But road rollers which are permanent equip

ment would be bought. I think there is only one source in the case of snow 
blowers. They operate in various places. I think the nearest firm for the pro
duction of snow blowers happens to be a firm in Quebec. Usually the contractors 
near the site of the project will follow the policy almost invariably, and in fact 
show a preference, of buying or acquiring their equipment where they can! But 
naturally if they can buy it nearer home, they do buy it nearer home.

Mr. Stewart: Under certain conditions it might be quite uneconomical to 
have industries built up in outlying areas. Nevertheless, in view of the dangers 
which might befall the country if we get into a war, has any policy been evolved 
as to whether or not we should decentralize industries by trying to build them up 
in other areas, even though it might be uneconomical to do so?

Right Hon. Mr. Howe: We also have in mind the desirability of doing that, 
but unfortunately in building an industry there must be first an industry there to 
begin with. We cannot move an industry into an area. That is not our practice 
and it is not possible for us to do it anyway.

Mr. Stewart: It would appear to be that within a year or two there may be 
a serious shortage of electric power. Now, electric power is a commodity which it 
is just as important to stockpile as anything else. Has any consideration been 
given to assisting the provinces in the creation of more electric power?

Right Hon. Mr. Howe: We had a policy which extended throughout the last 
war. But we do not build power plants or help in the building of power plants. 
That is a provincial job. The power is owned by the provinces. Should you once 
take that path and do it for one province, it is pretty hard to refuse it for 
another. We would be getting outside our own field.

Mr. Stewart: I am putting it from the point of view of the provinces, and 
from the point of view of the dominion as a whole, and I think it is very impor
tant that we should stockpile electric power in so far as is possible.
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Right Hon. Mr. Howe: It is our policy that we avoid friction with the prov
inces; and I am afraid we would engender a great deal of friction if we attempted 
to invade their field.

Mr. Wright: Does that apply to the St. Lawrence waterway?
Right Hon. Mr. Howe: As far as power is concerned, it does. There is no 

suggestion that we take any part in the power development of the St. Lawrence 
waterway.

Mr. Riley : I wonder, Mr. Chairman, if the minister could tell us if his 
department has considered the idea of res tricing bids on certain commodities to 
certain areas? I have in mind that this is one method, as between the eastern and 
western provinces, which might give some sort of assistance. Consider, for 
instance, shoes. If the army wanted, let us say, 20,000 pairs of shoes, would 
it not be possible and in the public interest, as well as from the standpoint of 
the welfare of the eastern and western industries, to restrict bids, let us say, for 
5,000 pairs of shoes to maritime concerns, and 5,000 pairs of shoes to western 
firms?

Right Hon. Mr. Howe: I do not think that would 'be the way to do it. We 
have distributed contracts for the manufacture of shoes. We have done so con
sistently and we have paid more for shoes in the maritimes than we would 
have had to pay for them in Quebec. You can only do that if the firm also has 
a reasonable amount of business. This is the money of all Canada and we have 
to be careful not to discriminate against any part of Canada. But we do pay 
more for shoes in the -maritimes than we do in other parts, and that applies in 
the west as well.

Mr. Riley : Consider different commodities. There are a number of com
modities which could be easily purchased in the provinces to the east or the west, 
but the firms there are not able to compete. The margin must be very large.

Right Hon. Mr. Howe: What have you in mind?
Mr. Riley: Well, the first item which comes- to my mind is boots and shoes. 

But I think the same would apply to -clothing and to a number of various items 
which are rather in demand by the armed services.

Right Hon. Mr. Howe: I think you will find that in proportion to the 
capacity to produce, Maritime firms have been running in a higher proportion of 
government business than firms in other provinces. That is probably so because 
they are not running as high, on their ordinary business-as firms in other provinces. 
The main trouble with distributing business to non-industrial provinces is that 
there is no nucleus to build around. For example, we are -criticized a good deal 
because we do not buy from Saskatchewan. Yet the sources of supply in Sas
katchewan are so few that it is almost impossible to buy in Saskatchewan. And 
to a limited extent, of -course, that applies in the maritime provinces. But if we 
can get a firm which can make something which we can buy, we support it. We 
insist, of course, on getting their price into line, if they can do it, and they have 
done it.

Mr. Riley : Would not that procedure help to establish a nucleus?
Right Hon. Mr. Howe: We think that if some enterprising maritimers 

will undertake to establish a nucleus, we would be happy to support them. But 
it is not within the -capacity of my department to establish new industries 
somewhere. We have not the talent to do it. It is not a job for the government 
anyway.

Mr. Weight: Did you not establish Research Enterprises during the last 
war?

Right Hon. Mr. Howe: Yes, and we built it around some very able 
people in the city of Toronto who managed and looked after it for us.
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Mr. Wright: Today you are back in the same position where you will 
have to get something like Research Enterprises to produce, for example, radar, 
electrical equipment, and all the other goods that are needed. Would it not be 
possible for you to establish a similar plant in the maritimes? Many of the 
people from the maritimes came to work in Research Enterprises; and it seems 
to me that a light industry such as that, producing that type of equipment, 
is something which could be diversified and spread in other parts of the 
dominion.

Right Hon. Mr. Howe: We have done what we could. We have helped, 
for example, the province of Nova Scotia to bring in Cossor Canada Limited, 
a British firm, and we have supported them with orders. They are doing well and 
growing. But to encourage an enterprise you must have managerial and 
technical skills available there to start it. You cannot transport thousands 
of people into a new area.

Mr. Wright: It seems to me that you could transport the managerial skill.
Right Hon. Mr. Howe: Unfortunately, that is not true. How can y.ou 

make a man move from Toronto to Saskatchewan?
Mr. Wright: You made hundreds of people move from Saskatchewan to 

Toronto during the last war in order to get jobs. So it seems to me to be 
easier to move managerial skill than to move hundreds of people to work in a 
particular industry. That is the point we would like to have discussed and 
would like to see some action taken on, because you are never going to establish 
industries in either the maritimes or in the west if you insist that there be 
managerial skill there first. There is no managerial ability there until industries 
are established. There is no managerial ability there because industries have 
not been developed. So it seems to me that if that managerial ability could be 
distributed, it would be easier and would create less inconvenience to thousands 
of people than it would be to have those thousands of people concentrated in, 
let us say, Toronto, Montreal, and so on.

Right Hon. Mr. Howe: The trouble is, if you have the managerial ability 
and the industry and the machinery, you can bring in the necessary men by 
offering them financial inducement. But you cannot buy the kind of ability it 
takes to set up a plant and make it a successful plant.

Mr. Fraser: Is not the reason also that in places like Toronto, Hamilton or 
Peterboro you can get personnel there who are skilled and who can do the little 
odds and ends, and make patterns, and do all the things by which such plants 
are set up? .

Right Hon. Mr. Howe: I do not regard that as my function. But you 
will find here and there people with life-long training in the management of 
enterprises of that kind, and they have worked up through the ranks1 to 
managerial positions; and they are located where they want to exercise their 
enterprise. You must remember that this is a free enterprise country.

Mr. Wright: In the case of Research Enterprises the government picked 
the spot where it would be established and I still think that, for the good of 
the country as a whole, we are making a mistake in not diversifying. And if 
the government is not prepared to give leadership in diversifying industry, well 
certainly private enterprise is going to remain concentrated in the regions with 
better climate, so far as the west is concerned. Perhaps a maritimer would not 
admit that there was better climate in Ontario than there is in the maritimes. 
But if we get into a war, and if we are likely to get bombing and that type of 
thing, we believe it would be better to spread our industries ; and it seems to me 
that now is the time when we should start.

Right Hon. Mr. Howe: I agree with you that it is better for Canada to get 
these industries spread but I do not know how to do it. I do not think the 
way to do it is to go out and start an industry in a place where it cannot 
prosper. There is no use in establishing an industry, let us say, in Saskatchewan,
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if it could not survive beyond a certain period. I recall that General Motors 
went out to Regina and established an assembly plant and a glass plant but 
the project could not succeed and it took Regina years to get over the jolt 
that it got.

Mr. Wright: I admit that there is no use whatever in establishing an 
industry which is simply a war industry and which is only going to be there 
for the period in which the emergency exists, and which cannot be transferred 
into some kind of peacetime production. But even though it might be uneco
nomical, I still think there are certain light auxiliary industries which could be 
spread more deeply across the dominion than we are doing at the present time.

Right Hon. Mr. Howe: I do not know of any province which has done a 
better job in establishing light industry during the last ten years than Manitoba, 
and Winnipeg particularly. Winnipeg has established a lot of industrial plants 
in the last ten years. That was not done by the government, but it was done 
through industry and by means of the people of Winnipeg.

Mr. Wright: Yes, and the fact that they had power available there. I am 
prepared to admit that we in Saskatchewan have not got the power and we 
won’t have it until we get some development of the Saskatchewan river.

Right Hon. Mr. Howe: But you have cheap oil there, and I would think 
there was a chance, so far as oil is concerned, to develop power from that source.

Mr. Wright': Yes, I think so, and that will be developed. There is also 
the fact that many industries are moving into Alberta. And there is one 
other point in connection with the Polymer Corporation. They have done a 
very good job. And it is in my mind that possibly an extension to the Polymer 
Corporation might be transferred to the west. We use a lot of rubber in the 
west. And if that basic material were produced in the west, it seems to me that 
rubber companies might follow suit and establish manufacturing plants there, 
and that a lot of freight could be saved. At the present time we are moving oil 
all the way to Sarnia from the west, and we transfer it into rubber and take 
the rubber back to the west in the form of manufactured materials, such as 
tires and so on.

Right Hon. Mr. Howe: Related industries are being established now. 
Salinas is a petro-chemical industry which makes much of the raw material 
which goes into rubber. If someone wanted to establish a rubber plant in the 
west, there would be some cheap raw material nearby.

The Chairman: May I interject in connection with Polymer that I was 
chairman of one of the war expenditure sub-committees which made an analysis 
of Polymer. One of the reasons they are located where they are is this: It is 
not a question of oil at all; it is on account of the water. The water in the 
St. Clair 'river remains at a temperature of 55° at all times ; and that allows 
them to produce synthetic rubber more cheaply than in any of the American 
plants where they have to cool the water artificially before they can use it. 
That is the reason which the experts gave as to why Polymer is located where 
it is. And besides that, they had a pipe line whereby they could get oil from 
the States. But today that would not apply because they get their oil from 
the west. So if you can find a place where they have the same advantage with 
respect to temperature of the water, it would help Polymer to produce there.

Mr. Wright: There is a lot of cold water out there in the west.
The Chairman: Are there any other questions?
Mr. Riley: Mr. Chairman, going back to the question of industries in the 

maritimes and in the west, the minister said that he sees no way whereby 
assistance can be, given, whereby light industries can be established in the 
maritimes and in the west because it is not the function of the government— 
the government has no powers in that respect.
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Right Hon. Mr. Howe: I did not say the government could not assist. 
The government will assist, but the government cannot do the job.

Mr. Riley: Well, I think now unconsciously, and without intending to do 
it, the government is being responsible for further retarding the progress in the 
maritimes.

Right Hon. Mr. Howe: I do not think so.
Mr. Riley: We have industries in the Atlantic provinces which are capable 

of doing work in connection with the present defence efforts. We have foundries, 
we have die casting plants—small ones—machine shops, and because these 
industries presently are not able to retain the skilled labour that they have 
built up in the area and trained over a period of years, when this present crisis 
is over they are going to be infinitely worse off because the labour force will 
not be there—they are losing their skilled labour to the central provinces.

Right Hon. Mr. Howe: In those plants you speak of are they not all 
working to capacity now?

Mr. Riley : Some are and some are not.
Mr. Fulford: Mr. Chairman, I would like to give an example to our 

maritime and western friends in regard to an order for heavy castings for turbine 
engines and propeller shafts. The firm I have in mind is capable of producing 
these castings but it was established by the government that it would be better 
that the maritimes should get this contract, and the result was it went to the 
Dominion Steel and Coal Company despite the fact that heavy presses had to 
be installed in their plant at Trenton, Nova Scotia. I want to bring that out 
because I believe there is some attempt being made to diversify our industry 
in this country.

Right Hon. Mr. Howe: I can assure you we never lose an opportunity 
to help a firm in the less industrialized areas of the country. Our people have 
instructions to do that, and they have authority to pay a bit more money for 
goods if necessary. We make that a matter of policy.

Mr. Fraser: Did your department advance funds during 1949-50 for 
expansion to any business across the country?

Right Hon. Mr. Howe: In 1949-50?
Mr. Fraser: In 1949-50.
Right Hon. Mr. Howe : No. We have since that time though.
Mr. Fraser : There was nothing in 1949-50?
Right Hon. Mr. Howe: No.
The Chairman : In connection with what Mr. Howe sfated a moment 

ago as to what advantage it might be to a city to start something from scratch, 
might I interject this? In Quebec city, for instance, during the last war the 
government built at Valcartier and in its vicinity—there already existed a 
nucleus—tremendous facilities to produce ammunition, and the same thing 
applied to Levis across the river where they established ship building capacity 
to handle ships up to 10,000 tons. However, once the war was over the 
government had no reason to carry on business. The result was that the reaction 
in Quebec was felt tremendously. About 10,000 or 12,000 people were employed 
in Valcartier. and when the need for ammunition had ceased these people 
found themselves on the labour market. The vicinity of Quebec was left with 
many more unemployed than in Ontario, in the localities where the government 
used existing private plants, for they were in a position to transfer their 
activities from war production to peace production. Once the war was over 
they successfully transferred their operations to peacetime production and were 
able to keep a large portion of their labour force still employed. In Quebec we 
were not able to do that, because the government was operating the plant. The 
reaction on the labour market was felt a great deal more because as I said 
before the government could not then go into private business. Of course, they
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still employ some of these skilled labour forces, numbering about 800 or 1,000 
men. As I said, this situation was felt acutely in Quebec and it would be the 
same in the western provinces if the government went itself into production 
activities in these provinces. 1 must say however, that be it as it may, We would 
be delighted in Quebec if production at Valcarticr was substantially increased.

Are there any more questions to be asked of the minister?
Right Hon. Mr. Howe: Of course, there is one difference, if I may add, 

between the situation that exists today and during the last war that has made 
it difficult for us to spread this business as much as we would like. In the 
early days of the last war the main program was the provision of shells. We 
could put such work almost anywhere; machine shops could make shells, and 
we could send a shop special equipment and it could start making shells ; 
but in the situation that exists today we are not using many shells and there 
has been no large demand for them. Any shells we need can be made in the 
government’s arsenals. That has been the drawback in diversifying our pro
duction ; it has interfered with providing work to small machine shops, of 
which there were a number in New Brunswick making shells in the last war. 
If we had many shells to make we could get these shops swinging again but 
we do not have the demand for shells. Similarly, we could turn out motor 
vehicles in unlimited quantities but that is of no use to us today because there 
is no large demand; for motor vehicles.

Mr. Harkness: Do you use the Industrial Loans Act to attempt to spread 
industry at all?

Right Hon. Mr. Howe: The department has nothing to do with that 
aspect of industrial development; that is the function of the Department of 
Finance.

Mr. Harkness : I know it is under the Department of Finance but does 
your department tie in with the Department of Finance very closely in regard 
to those industrial loans?

Right Hon. Mr. Howe : No, we simply say the financial set up is someone 
else’s responsibility. If they need capital assistance, and if we need the plant 
and cannot get along without the plant, we will put in the plant and retain 
ownership of the assets provided.

Mr. Harkness : Pay no attention to the Industrial Loans Act at all?
Right Hon. Mr. Howe: No, that is something else. If we give capital 

assistance we own the facility we create, it is ours.
Mr. Harkness : It has always seemed to me that something could be done 

in this matter of spreading industry by the operation of the Industrial Loans 
Act and making it easier for people to get loans in these smaller places.

Right Hon. Mr. Howe: I think it is true that the industrial bank is 
aggressively in the business of lending money to worthwhile cases. I think the 
industrial .bank is glad to get the business, but the industrial bank is running 
à business the same as we are and they have to be their own judges whether 
the enterprise is creditworthy or not.

Mr. Harkness : Have you any branch in your department which advises 
people who want to start up business as to where favourable locations might be?

Right Hon. Mr. Howe: Yes, there has always been a branch of the 
Department of Trade and Commerce for that purpose.

Mr. Harkness : Do they do anything along this line at all, we will say, 
attempting to persuade people to establish industries?

Right Hon. Mr. Howe: No, all we do is give them the facts. They 
usually have a list of questions they want to ask, such as where can they find 
such and such, and we give them that information.
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The Chairman: You mean it is left to private enterprise to come to the 
government and ask for information and the government supplies it. It is 
not for the government to go ahead and try to convince them, but if they 
think they want the information the government will supply the information.

Mr. Hark ness: I think a certain amount of propaganda work might be 
done by that branch of your department.

Right Hon. Mr. Howe: We think the propaganda work should be done 
by the localities interested. The moment we start propagandizing one part 
of Canada against another we might have a little trouble on our hands.

Mr. Harkness: But you say it would be a desirable thing to have indus
tries spread. '

Right Hon. Mr. Howe: I do.
Mr. Harkness: This is one way you might do a little of that.
Right Hon. Mr. Howe: It is one thing to support the theory and another 

thing to go out and use government money to advance that theory.
Mr. Harkness: It would not be supporting the theory to use government 

money to do the thing I mentioned ; but as you say it is one thing to support the 
theory in words but when it comes to do something definite it is different.

Right Hon. Mr. Howe: One thing we can do—if a man has an idea and he 
gives some evidence that he can make a success of his enterprise we will help him, 
but we cannot go into the place where there is no industrial effort at all and 
start an industry.

Mr. Fraser: You say you will help. What do you mean by that, financial 
or technical help?

Right Hon. Mr. Howe: He may need some work, we can give him some; or 
he may need some capital assistance to carry out some important work, such 
assistance could be given.

Mr. Fraser: Does your department have a branch that maps and lists avail
able factory sites and factories or plants that can be used for certain purposes?

Mr. Wright: Mr. Howe, do you think it would be a good idea if people, 
say in the province of Saskatchewan, who have small plants, would get together 
and decide among themselves what they could do and then approach the depart
ment with an offer as to what equipment they have available and what type of 
product they could handle.

Right Hon. Mr. Howe: I am very skeptical of anything coming out of that. 
If a man has a plant and comes here and tells us what he can do, we can help 
him; but it is doubtful if you get a committee together—that is not apt to be 
helpful.

Mr. Weight: One of the reasons why we were anxious about what was taking 
place—I know you are not responsible for this—is that in the year we have under 
review here, 1949-50, for the acquisition, construction, and purchase of property 
by the armed forces—you just filled the orders and after the armed forces turned 
them over to you—the army spent $53,604,418.55 for that purpose. $30,136 of 
that was spent in Saskatchewan. The navy spent $40,688,000, and not one cent 
was spent in Saskatchewan. The air force spent $77,502,575.55, and not one cent 
of that was spent in Saskatchewan. The total expenditure for the acquisition, 
construction and purchase of property was $171,107,682.38, of which $30,136 was 
spent in the province of Saskatchewan, and included in that figure was a contract 
for $12,000 for the construction of some oil tanks that went to a Winnipeg firm. 
Now, it was because of those figures that we felt that, as far as the Defence 
Department was concerned, they apparently blacked us out as far as the acquisi
tion of property, or the spending of any money in that province was concerned.
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Now, you gave us some figures the other day which indicated that it is not as 
bad as that probably right now, but in the year under consideration, 1949-50, it 
was just a complete blackout as far as our province was concerned, and it was the 
only province in which that occurred. I mean every other province had several 
millions of dollars spent in it, even the Northwest Territories and the Yukon. I 
do not know whether you would care to comment on that fact.

Eight Hon. Mr. Howe: All I can say is that situation is being rapidly 
corrected. When the air force decided to add to their air training program in the 
prairies that decision called for a great deal of construction work that is being 
carried out now. As: far as I know every firm in Saskatchewan that is capable 
of doing a job on any scale is busy. Eldorado Mining and Refining has gone 
into northern Saskatchewan to start a very big development there. Other firms 
are following in. That development might be a tremendous factor over the years. 
All these things build up, and if your people will capitalize on the activity that is 
going on now you will come out very well. I might mention that I notice the 
province put on the automobile licence plates this year “the wheat province”.

Mr. Fraser: It might be wheat but you are not getting the dough !
Mr. Riley: The minister brought out an interesting point when he said 

he doubted if groups or committees coming to Ottawa with an outline of a 
number of plants and their capacities and information as to what kind of work 
they could perform would be of very much assistance, but he did say that indi
viduals coming up here representing individual firms might obtain something 
beneficial in the way of knowledge at least as to what might be available for 
that particular type of business. Now, my experience has been with small manu
facturers that I encourage them to do that, but they have a feeling that in coming 
up here they would be bothering the government or they might not be welcome. 
I wonder if the minister would say a word on that.

Right Hon. Mr. Howe: We have a department of government especially 
designed to take care of small industries, to take their people in hand and show 
them what work there is and give them all the help they can in getting those 
contracts, but I simply say a group does not help. One man will come up here 
and say: I will do this or that and I can subcontract some more in my area— 
that approach is helpful. But when a group comes along they are not usually the 
kind of people who can put a definite proposition before us. The small man 
is well taken care of in my department, I can assure you, and we are organizing 
"constantly to make it better.

Mr. Riley: Then, the minister’s department would welcome approaches 
made by individuals?

Right Hon. Mr. Howe: Yes, any man who can do a job can come up 
here and see what we have to offer and he will be well taken care of.

Mr. Riley: That also applies to the small industrialists who are seeking 
subcontracts from the prime contractors?

Right Hon. Mr. Howe: That is right. We put him in touch with the prime 
contractor.

Mr. Stewart: Is it possible for the minister to say that those coming here 
are well taken care of but there are examples where a man, say a manufacturer 
of galvanized equipment, finds himself in the position today that he is not 
able to get a normal supply such as he used to get, in fact he is getting nowhere 
near it? Now, what steps are being taken to assure a fair distribution of, say, 
galvanizing material throughout the country to smaller manufacturers who 
have only started in business in the last two or three years?

Right Hon. Mr. Howe: As you all know, we are short of steel and short 
of galvanized steel. We take care of war requirements in full and then try 
to see that the rest is equally divided.
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Mr. Stewart: Well, this particular man I am thinking of is not getting 
one-third of what he was getting last year.

Right Hon. Mr. Howe: That man had no local supplier and used to shop 
around here and there and everywhere; there are several angles on where he 
might have bought his steel; with the result that he has not now a regular 
supplier. That position is a handicap today. It is pretty hard to get people 
to take on new customers, but we are trying to help that lad; I think we are 
giving him some help.

Mr. Fraser: Is there any regulation on the galvanizing of steel wire, 
screening and anything of that nature? Galvanized screening that we have 
bought over the last two or three years lasts now only about a year, whereas 
previously it used to last for quite a long time.

Right Hon. Mr. Howe: Zinc is in short supply now, and domestic con
sumers may not be using quite as much zinc as they used to. That is one of the 
disabilities of being short.

The Chairman : Are there any questions pertinent to our order of reference? 
You will notice that most of the questions have been on matters of policy that 
did not fall within our province. I have allowed them to be asked nevertheless 
so that everybody may have the fullest freedom in this regard but are there 
any questions pertinent to the 1949-50 public accounts before the minister retires?

Mr. Fraser: Last week the minister spoke about bread contracts. I 
believe it was on the question of freight being included in the price of bread. Is 
not bread all shipped by the companies themselves? Do they not pay the 
freight themselves on the bread they manufacture?

Right Hon. Mr. Howe: The best illustration of what might happen is this: 
The price of bread in Toronto is cheaper than it is in Saskatchewan. If the 
freight rates were not taken into consideration then the army might be buying 
bread in Toronto to supply their camp in Saskatchewan. I just use that as 
an illustration to show the absurdity of the thing.

Mr. Fraser: Could you say what the average price of bread was in 
1949-50?

Right Hon. Mr. Howe: No, I pulled that out of the hat.
Mr. Wright: I still think there are bakers in Regina who compete and who 

could sell bread just as cheaply as the one in Toronto.
The Chairman: Are there any further questions? Well, I must now thank 

the minister for his coming to us today and for his courtesy and his willingness 
to deal with all questions asked.

Right Hon. Mr. Howe: I am glad to have had the opportunity to come before 
your committee, Mr. Chairman. Have my officers been giving you the required 
information?

The Chairman: Yes. We have had the necessary information from all the 
officers who have come before us.

Right Hon. Mr. Howe: Good.
The Chairman : Thank you very much. Before we proceed, I think it has 

been agreed that Mr. Wright had a question concerning the Northwest Territories 
which he wanted to ask of Mr. Low.

Mr. Wright: No. My question concerned the Northwest Highway system.
The Chairman: Oh, the Northwest Highway system. I am sorry. We shall 

call Mr. Low.
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Mr. W. D. Low, O.B.E., Managing Director of the Canadian Com
mercial Corporation, called:

Mr. Wright: I asked for a return. Any question I would have to ask would 
be based on that return. Is the return here?

The Chairman : Yes, the return is here.

By Mr. Wright:
Q. Could we have the return?—A. A question was asked whether the grading 

was done by private contractors. The grading on the Northwest Highway was 
done by the Department of National Defence.

Q. Yes. How much gravel was put on the highway this year under discus
sion? What new grading was done? How many miles of subsidiary highway 
had to be taken care of besides the 1,221 miles indicated in the report? How 
much money was spent on the air strips which have to be kept in condition 
alongside the highway? I wanted a complete break-down of how this $7£ 
million was spent on that highway, in view of the fact that in my own western 
province, in Saskatchewan, we operate some 8,000 miles of highway on a budget 
of $8 million. Out of that budget of $8 million we regravel some 1,200 miles of 
highway and we black top two or three hundred miles. So this expenditure seemed 
to me rather high unless there was a lot of new construction work going on.— 
A. All the work on the Northwest Highway was done by army engineers and we 
have no information as to the quantity of materials used or the cost of perform
ing that work. That is something which the Department of National Defence 
would have to answer.

The Chairman : We will take a note of that question and when Mr. Drury 
comes back he can answer it.

Mr. Wright: It was asked of Mr. Drury and a return was promised. That 
is all. I would not have any question if we had that return.

The Chairman: Mr. Drury is coming back here after we are through with 
this witness. He can complete the answers to certain questions which have been 
asked, and this would be one of them.

The Witness: At one of the previous meetings I was asked to table the 
principal forms used by Canadian Commercial Corporation in carrying out its 
functions. I have those forms here. First of all, there is the invitation tcf tender. 
That is form CCC-l-R. Then acceptance of tender form which is form CCC-2-R. 
I also have copies of costing memo CCC-80. And I wish to table them.

By Mr. Fraser:
Q. With respect to this tender form, supposing a company does not get the 

form in time to tender, can they tender by letter? Would a letter be accepted?— 
A. They usually get it in time. We send it out with a return envelope.

Q. Yes, but some company might not have got the form.—A. If they did 
not receive the form in time to prepare the tender, they might submit a tender by 
a telegram or letter and we would accept it up to the closing hour of tenders; 
sometimes we are asked to extend the closing date, and if possible we do so. 
Sometimes this is not possible because the stores are urgently required by the 
Department of National Defence.

Q. So a letter or a wire would do?—A. Yes, sir. It should be followed up, of 
course.

Q. Yes, with the completed tender form followed up with the proper form?— 
A. Provided a telegram or letter is received before the closing date of the tenders.
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The next question asked was as to the number of contracts over $1 million 
in value, during the year 1949-50. There were nine such contracts, and they 
totalled $50,744 odd. The particulars are as follows:

A. V. Roe, Toronto .... $ 9,380,000 CF 100 aircraft
Canadair, Montreal .... 29,478,450 Prod. F 86 Fighter- 

Cap. Ass’t and 
tooling

Irvin Air Chute, Fort
Erie.........................

E.G.M. Cape and Co.
1,177,200 Parachutes

New barracks—
Montreal ............... 1,629,063 HMCS Stadacona

C.G.E. Ottawa .............
Canadian Arsenals Ltd.,

2,600,000 Electronic equipment

Ottawa................... 2,764,246 Electronic equipment
Foundation Company of

Canada, Ltd., Mont-
real ....................... (1) 1,650,000'! Construction work

(2) 1,000,0001 at
(3) l,065,756j Churchill, Manitoba

By Mr. Stewart:
Q. When a contract is let by the department, let us say, for work which 

would involve some secrecy, what process does the department follow? Does 
the department take any steps with regard to the security of the employees 
concerned?—A. Yes sir, definitely.

Q. They are all cleared by the department or by the company, but in what 
way?—A. All officers and employees of a company, who may be called upon to 
deal with any classified information, must first be screened before they can obtain 
that information.

Q. But you do not have any responsibility to see that this process has been 
taken? Supposing you had to let a contract to some company and it is decided 
that one or two of its employees were untrustworthy. Would the employees have 
any recourse whatsoever?—A. It has been the practice if an employee was found 
to be untrustworthy, that we would advise the company that the employees 
were not to be given access to classified material.

Q. Do you advise the practice?—A. No. We advise the contractor that 
these employees must not be given classified information.

By the Chairman:
Q. How do you reach that conclusion? Do you make use of the Mounted 

Police?—A. Yes sir, we use the R.C.M.P.

By Mr. Fraser:
Q. I think the list which Mr. Low has just given us illustrates what the 

Right Hon. Mr. Howe was trying to explain to Mr. Wright, that in connection 
with the Canadian General Electric contract at Ottawa, that amount of 
$2,600,000 would be spread over the dozens of factories which they have here in 
Canada.—A. That is quite right, sir.

By Mr. Wright:
Q. How much of the material in those contracts was delivered in the year 

under review?—A. I am sorry, but I have not that information.
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Q. What were the contracts of Foundation Company, Montreal, about? 
—A. Those were contracts for construction work at Churchill.

Q. They were all for construction work at Churchill?—A. That is right.
Q. Does this company do anything else but construction work?—A. No, they 

are construction contractors.
Q. What was the total of those three contracts?—A. There was one at 

$1,650,000; one at $1 million ; and the third was $1,065,756.
Q. And that was all done at Churchill?—A. Yes, at Churchill.
The Chairman : The next question?
The Witness: The next question was in connection with repairs to the 

Peace River bridge. A question was asked: Did the cost of office staff consist 
of anything other than salaries for the purpose of determining over-head? The 
answer to that is: No. We paid the net cost to the consulting engineer of his 
office and field personnel including salaries and living allowances, travel, mainten
ance, and operating expenses for the period the said office and the field personnel 
were directly and solely engaged1 in the performance of services, and an amount 
as overhead equal to 50 per cent of the salaries exclusive of living allowance and 
travelling and other expenses paid to the office and field personnel by the consult
ing engineer during the period that they were directly and solely engaged in 
the performance of the services.

The next question asked was also concerning the Peace River bridge, and the 
period that Dr. Pratley worked. He worked from November 1947 to June 7, 1949.

The next question was in connection with repair works carried out on the 
Peace River bridge. Did the construction contractor receive a fee based on 
the rental of plant and machinery?—I have since reviewed the contract and I 
find that the contractor was paid a fee of 5 per cent based on the total cost of 
the work not including an overhead and was allowed 10 per cent of such cost, 
to cover overhead. The cost of the work included plant and machinery in accord
ance with the usual practice.

The plant rental was 5 per cent per month of the replacement value on 
Diesel and gas driven plants, and 3 per cent per month of replacement value 
on all other items of plant.

By Mr. Fraser:
Q. Who placed the value on that machinery?—A. The cost of the equip

ment would be checked by our engineers when they were considering or 
negotiating the contract.

Q. And that would be for machinery on the job, whether working or not? 
—A. That would be for machinery on the job.

Q. Whether working or not?—A. Yes, that is right.

By Mr. Wright:
Q. To come back to the Foundation Company, on what date did they 

take over any construction work at Churchill? I understand that there was 
a firm of engineers who were carrying on construction work, and they turned 
it over in 1947 or 1948 when I was up there. Apparently the Foundation 
Company of Montreal took over that work at a certain date during this year; 
or was it in 1948 when they started?—A. I am sorry. I have not the information 
concerning the Foundation Company. But I do know that several contracts 
were let to the Foundation Company in 1948.

Q. Do you know if this company does work outside of the port of Churchill, 
that is, in other areas of the north, or are all of these contracts to take care 
of work done actually at the port of Churchill itself?—A. I am sorry, I cannot 
give you the exact location where this construction work has been carried on.

The Chairman: Have you any other answers?
88001—2
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By Mr. Fraser:
Q. You cannot answer the question because of protective reasons?—A. No. 

I would have to speak from memory. I do know there were other contracts 
with the Foundation Company.

Then there was a question asked by Mr. Fraser in regard to construction 
contracts. The first of these was in connection with the new barracks at 
H.M.C.S. Stadacona. That is to be found on page N-31, concerning an 
expenditure of $355,000. There were two contracts, one with E. G. M. Cape and 
Company, Montreal, and the other with Fetherstonhaugh, Durnford, Bolton 
and Chadwick, Montreal.

The contract with E. G. M. Cape and Company covered the construction 
of the new barrack block and was awarded on September 1, 1949, at a price 
of $1,629,063. Tenders for this work were invited by advertisement in the 
Canada Gazette, the Daily Commercial News and Building Record, and the 
public press, and E. G. M. Cape and Company submitted the lowest price.

The contract with Fetherstonhaugh, Durnford, Bolton and Chadwick 
provided for architectural and engineering services in connection with the design 
of the new naval barracks at H.M.C.S. Stadacona, and was awarded on August 
16, 1949.

There were only two firms in Eastern Canada, namely, C. A. Fowler and 
Company, Montreal, and Fetherstonhaugh considered to have the necessary 
experience, trained personnel and facilities to handle a project of this type. 
The Fowler Company due to other commitments was unable to provide the 
services required, and since the Fetherstonhaugh Company were familiar with 
the type of building required, having previously designed similar buildings, the 
contract was awarded to that company.

The next item on which information was requested by Mr. Fraser is shown 
on page N.35 of the public accounts and is in regard to the aerodrome develop
ment at Summerside, P.E.I.. for which is shown an allotment of $1,006,000. 
There were two contracts involved, one with Curran and Briggs Limited, Toronto, 
and the other with Milton Hersey Company Limited, Montreal. The contract 
with Curran and Briggs Limited covered construction of runways at the R.C.A.F. 
station at Summerside and was awarded on June 23, 1948, at a price of $938,570. 
Tenders for this work were invited by advertisement in the Canada Gazette, 
the Daily Commercial News and Building Record, and the public press, and 
Curran and Briggs Limited submitted the lowest price.

The contract with Milton Hersey Company Limited, Montreal, covered 
inspection of the work of construction of runways at the R.C.A.F. station at 
Summerside and was awarded September 8, 1948. There were three firms con
sidered in a position to carry out this inspection from whom tenders were 
invited. Two tenders were received and contract was awarded to Milton Hersey 
Company Limited, who submitted the lower price.

The next item on which Mr. Fraser asked for information appears on page 
N. 35 of the public accounts under the heading “Camp Borden Married Quar
ters”, for which is shown an allotment of $434,000. Details of the contracts are 
as follows:—

Hill-Clark-Francis Limited, New Liskeard, Ontario—This contract was for 
the construction of 60 houses for permanent married quarters at the R.C.A.F. 
stations, Camp Borden, and Angus, Ontario, and was awarded September 16, 
1948, at a price of $442,740. Tenders were invited by advertisement in the 
Canada Gazette, the Daily Commercial News and Building Record, and the 
public press, and Hill-Clark-Francis Limited submitted the lowest price.

Hill-Clark-Francis Limited, New Liskeard; Ontario—This contract pro
vided for the construction of 240 houses for permanent married quarters at Camp 
Borden for the army, and was awarded October 7, 1948, at a price of $1,939,602. 
Tenders were invited by advertisement in the Canada Gazette, the Daily Com-
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mercial News and Building Record, and the public press, and this company sub
mitted the lowest price.

Ainsworth Electric Company Limited, Toronto, Ontario—This contract pro
vided for the supply of power distribution, street lighting, and fire alarm systems 
for the married quarters project for the R.C.A.F. stations at Camp Borden and 
Angus, Ontario. It was awarded on May 31, 1949, at a price of $11,428. Tenders 
for this work were invited by advertisement in the Canada Gazette, the Daily 
Commercial News and Building Record, and the public press, and Ainsworth 
Electric Company Limited submitted the lowest price.

E. C. S. Cox, Islington, Ontario—This contract provided for architectural 
services incidental to the supervision of construction of 60 houses for permanent 
married quarters at the R.C.A.F. stations, Camp Borden and Angus, Ontario, 
and it was awarded on February 7, 1949. E. C. S. Cox was chosen for this work 
because this firm prepared the plans and specifications for the construction of 
these houses. These are known as the “Cox" houses and because of this and 
the close proximity of this company to the site, it was considered that the work 
could be done more efficiently and economically by this company.

Gore and Storrie,. Toronto, Ontario—This contract provided for engineering 
services covering design and supervision of the constructions of roads, sewers, and 
water systems for the permanent married quarters at the R.C.A.F. station, 
Camp Borden, Ontario, and was awarded on April 13, 1948. Due to staff limita
tions, it was not possible for National Defence to take care of this work itself, 
and Gore and Storrie was selected because it was considered to have the necessary 
engineering experience and trained personnel and facilities to satisfactorily pro
vide the services required. In addition this company was providing services of 
this type under another contract in connection with the permanent married quar
ters being erected at Trenton, Ontario, and was also acting in a consultant 
capacity in connection with other work previously carried out at Camp Borden.

The next item appeared on page N-37 of public accounts and was in con
nection with the aerodrome development at Rivers, Manitoba, for which is shown 
an allotment of $1,846,000. Details of the contracts are as follows:—

Schuinacher-MacKenzie Limited, Winnipeg, Manitoba—This contract pro
vided for the supply and installation of lighting system for runways and taxi 
strips at the C.J.A.T.C., Rivers, Manitoba. It was awarded on September 28, 
1948, at a price of $93,985. Tenders were invited by advertisement in the Canada 
Gazette, the Daily Commercial News and Building Record, and the public press, 
and this company submitted the lowest price.

Tomlinson Construction Company Limited, Toronto, Ontario—This contract 
provided for the construction of concrete runways at the R.C.A.F. station, Rivers, 
Manitoba, and was awarded on July 31, 1947, at a price of $1,120,868.20. Because 
of the need to get this work started before the freeze-up it was considered imprac
tical to advertise in the press for tenders. We therefore sent invitations to tender 
to 11 contractors who we considered to be all of those qualified to undertake a 
project of this magnitude, all of whom had submitted tenders for work of a similar 
nature on previous occasions. Tomlinson Construction Company Limited was the 
only company who submitted a tender and since the prices quoted were con
sidered fair and reasonable it was awarded the contract.

Milton Hersey Company Limited, Montreal—This contract provided for 
inspection and testing of concrete, mixing and placing of concrete, and the 
sealing of joints in the runway at the R.C.A.F. station, Rivers, Manitoba, 
and was awarded on August 2, 1947. Tenders were invited from 5 firms who 
were all those considered qualified to carry out work of this kind and Milton 
Hersey Company Limited submitted the lowest price.

By Mr. Stewart:
Q. How much was that?—A. The estimated value of the contract was 

$7,600.
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The next item Mr. Fraser questioned appeared on page N-40 in respect 
of road contracts in Quebec and Ontario. There were 5 such contracts, two of 
which appear on page N-40 and 3 on page N-41. The details are as follows :—

K. J. Beamish Construction Company, Limited, Toronto, Ontario—This 
contract covered repairs to roads and the approachways, magazine area, 
Number 13 “X” Depot, R.C.A.F., Angus, Ontario, and was awarded on 
September 20, 1949, at a price of $8,655. Tenders were invited by advertise
ment in the Canada Gazette, the Daily Commercial News and Building Record 
and the public press. K. J. Beamish Construction Company Limited submitted 
the only tender and since the prices were considered fair and reasonable, it 
was accepted.

By Mr. Riley:
Q. Mr. Chairman, before Mr. Low proceeds further, I gather from the 

extensive answers he has given that most of these contracts which he has 
been describing in answer to questions put are low tender contracts. Is that 
not right?—A. That is correct.

Q. How much would you estimate the cost would be, just approximately, 
to the people of Canada for extracting this information, and the loss of time 
involved in the department’s representatives being here? What would it cost 
per meeting?—A. At this meeting?

Q. Yes.—A. I would not hazard a guess; but it does involve a great deal 
of extra work.

Q. Would it possibly involve a cost to the people of Canada of as much 
as $10,000 to $15,000 per meeting, for you to be here and to gather this informa
tion?—A. I could not say.

Mr. Fraser: Mr. Chairman, I think that is a difficult question. This com
mittee was organized for one purpose only, and that was to go into the accounts. 
That is what we are trying to do.

The Chairman : For once I will agree with Mr. Fraser. I would be the 
first to oppose any suggestion that our activities be curtailed. I think it 
woukl be hard for the witness to express an opinion on the value of his services 
by sitting here.

It is now one o’clock, but before we adjourn I have one matter I wish to 
mention. The associate deputy minister of National Defence, Mr. Ross, 
has to leave later in this week to attend a NATO meeting in Europe. I was 
asked by the deputy minister whether, if we had further questions' of Mr. 
Ross, we could set a meeting of the committee for tomorrow afternoon at 
3.30 in order that we may conclude any questions of Mr. Ross in that con
nection with different items that he has brought before the committee.

I propose, therefore, that we meet tomorrow afternoon at 3.30 and then our 
next regular meeting will be on Thursday at 11.30.

By Mr. Wright:
Q. There is one further matter I would like Mr. Low to comment on or 

bring information on. I speak of the Foundation , Company contracts at 
Churchill. Were those cost plus contracts or were there bids on them?— 
A. They were all cost plus contracts—cost plus a fixed fee.

Q. There were no bids?—A. There were no tenders.
Q. No tenders at all?—A. No.
The Chairman : The meeting stands adjourned.

The committee adjourned.
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REPORT TO THE HOUSE

Thursday, June 21, 1951.

The Standing Committee on Public Accounts begs leave to present the 
following as a

SECOND REPORT
Your Committee recommends that details of salaries below $5,000, paid to 

civil servants, be omitted in the preparation of Public Accounts as required by 
Section 38 of the Consolidated Revenue and Audit Act, 1931.

All of which is respectfully submitted.

L. PHILIPPE PICARD,
Chairman.
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MINUTES OF PROCEEDINGS

House of Commons, Room 430.
Thursday, June 21, 1951.

The Standing Committee on Public Accounts met at 11.30 o'clock a.m. 
The Chairman, Mr. L. Philippe Picard, presided.

Members present: Messrs. Anderson, Ashbourne, Benidickson, Blue, 
Boisvert, Boivin, Campney, Cauchon, Croll, Gibson, Helme, Kirk (Digby- 
Yarmouth), Major, Picard, Richard (Ottawa East), Sinclair, Weaver, Wright.

In attendance: The following officials of the Canadian Commercial 
Corporation : Mr. W. D. Low, O.B.E., Managing Director; Mr. W. J. Atkinson, 
O.B.E., General Purchasing Agent and Mr. F. F. Waddell, Secretary and Legal 
Adviser.

Before proceeding with the business of the day the Chairman explained that 
the meeting called for Wednesday, June 20, had been cancelled because word 
had reached him to the effect that Mr. A. Ross, Associate Deputy Minister of 
National Defence, would be available to appear before the Committee at a 
later date due to the fact that his departure for Europe had been postponed. 
Further, much of the material upon which the Committee wished: to question 
Mr. Ross had not on Wednesday been printed.

The Chairman referred to the order of the Committee, of June 12, respect
ing items 11 and 12 of Appendix “A” to the Minutes of Proceedings and 
Evidence of that date. He explained that the information contained in these 
items was of the same character as that of uncollectible debts due the Crown, 
the details of which the Committee, on May 31, had agreed to consider as 
confidential and not to be publicized. For that reason he had taken upon him
self to withdraw from publication these two returns which are now in the hands 
of the clerk and available to the members. The Committee agreed.

The Committee discussed at length the question of the preparation of 
Public Accounts.

On motion of Mr. Croll, seconded by Mr. Major,
Resolved,—That the Committee recommend that, in future, in the prepara

tion of Public Accounts as required by Section 38 of the Consolidated Revenue 
and Audit Act, 1931, details of salaries below $5,000, paid to civil servants, 
be omitted.

It was agreed that the Chairman do so report to the House.
The Chairman informed the members that further returns from National 

Defence had been deposited with the Clerk of the Committee and had been 
printed in addendum to the Minutes of Proceedings and Evidence of June 12. 
These returns are as follows:

Item Particulars
1. Statement dealing with Canadian Joint Staff, at Washington, D.C., 

U.S.A.—Duties and Background of Personnel during Fiscal Year 1949-50.
2. Table showing "Apportionment of rental payments between members of 

the Defence Forces abroad and the government.
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3. Answer to question by Mr. Fraser—re Canadian Corps of Commissionaires.
(Page N. 56 of the Public Accounts, 1949-50.)

The Committee then resumed consideration of the public accounts for the 
fiscal year ended March 31, 1950.

Mr. Low’s examination was continued. The witness read into the record 
answers to questions asked at previous meetings and he tabled other returns 
which were ordered to be printed as Appendices “A” and “B” to the day’s 
Minutes of Proceedings and Evidence. At the conclusion of his evidence the 
witness and his aides were discharged. A vote of thanks was extended to the 
officials of Canadian Commercial Corporation.

At 12.10 o’clock p.m., the Committee adjourned to meet again at 11.30 
o’clock a.m. Tuesday, June 26.

ANTOINE CHASSÉ, 
Clerk of the Committee.



EVIDENCE

June 21, 1951,
11.30 a.m.

The Chairman : Gentlemen, the meeting is open. Before we proceed with 
the witnesses, I would like to give a word of explanation to the members about 
the meeting that was supposed to have been held yesterday at the suggestion of 
the deputy minister of National Defence. He had told us previously that prob
ably the associate deputy minister might be leaving for a NATO conference and 
that if we still needed Mr. Ross he could appear before us yesterday. On the 
other hand, the material that had been produced by Mr. Drury and Mr. Ross 
at one of the earlier meetings, had not yet been printed or distributed. Then 
Mr. Drury called and told me Mr. Ross was not leaving for Europe right away 
so we decided to postpone yesterday afternoon’s meeting. This report of the 
minutes of proceedings and evidence is now in the hands of the members. We 
will therefore call Mr. Drury and his associate deputy minister next week so 
we can deal with that part of our work.

Now, before we go ahead I want to advise the committee that I took upon 
myself to do something contrary to what the committee had decided. It had 
been decided to print all the reports that were deposited with us by Mr. Ross. 
Two of these reports dealt with delicate matters concerning private individuals. 
One was a report as to how a man Who had, shall I say, stolen money had been 
sentenced and had tried to pay part of the money. The man has a wife and 
children, and I did not think it would really be in the public interest to have that 
printed, and have that man’s family and children humiliated.

Of course, this record is still official and it will be in the clerk’s office for 
consultation but it has been withdrawn from the printed record.

There was also a list of uncollectible moneys owing to the Department of 
National Defence for 1949-50. It contains many so-called irregularities by 
members of the forces that had been investigated. The men had served time in 
the clink or in whatever place in the army they serve time, and many of these 
men are married and have children; so I took it upon myself to ask the clerk 
to withdraw the list from the printed record. These details are available, how
ever, at the clerk’s office. I trust I may be pardoned or excused for not having 
followed the instructions of the committee and I wanted to give this explana
tion this morning.

Mr. Sinclair: Since we are on this matter, I would like to raise the point 
that I raised about two or three weeks ago concerning the matter of form of the 
public accounts. I said to the committee that we could get rid of a great 
number of these pages of details on the salaries paid to junior civil servants, 
and if we could do that it would be a very great help to the department; it 
would also be a real economy in the comptroller general’s office. They have 
started to work on next year’s public accounts and they wrould like to have an 
instruction from this committee, and the government will follow any such instruc
tions. It was suggested to me that the level of salaries should be $4,000. In the 
new form of the estimates every position is listed but the names are not oppo
site the salaries; but all the information is there. We can save at least 100 pages 
in the publication of this public accounts. Mr. Croll asks me if $4,000 is 
enough. I think myself that if the heads of branches were identified by 
names that would be sufficient, but even with the $4,000 limit we can 
save at least 100 pages of this public accounts. The actual cost of printing
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this public accounts volume last year was $36,000. When you add to 
that the actual cost of assembling information, information that is never 
used by any member of parliament, I think we could effect a really substan
tial saving as far as the principal documents interesting this committee are 
concerned ; but I would like to have this committee take action on this as soon 
as possible because work is now going ahead and the comptroller’s office is 
assembling the public accounts .on the basis of past issues. i

The Chairman : May I suggest at this moment that since we have very 
little time left and this matter is urgent, there should be a motion made, if 
members agree to that. If a motion is made now and accepted, I could draw 
up an interim report and submit it to the House so that the committee’s views 
would be expressed on this specific matter right away no matter how long we 
still spent on other matters and whether or not we can reach a complete report 
on our work.

Mr. Richard (Ottawa East) : I think the committee ought to consider 
$4,000 as a sufficient limit. I notice the senior officials start at $4,740. I think 
if we could get some views from somebody who knows, it would help us. I think 
$5,000 would certainly be a good limit.

The Chairman: Yes, because $4,000 would take in the principal clerks who 
are not in a high executive position. So whether it is John or James I do 
not think it matters much to the public as long as their salaries are listed 
without their names as is being done in the estimates.

Mr. Gibson: I think, too, the $5,000 limit would be satisfactory. It seems 
to me it is rather an unwarranted invasion of a man’s privacy to publish these 
figures. I feel so long as we know the position—

Mr. Sinclair: At any time any member of parliament who wants to know 
what any specific civil servant is getting can get that information by writing 
to the Civil Service Commission who will answer him, or he can ask a question 
on the order paper. But publishing those names in this book is just an endless 
waste of paper, printing and the time of the staff of the comptroller general’s 
office.

Mr. Gibson : We do not know yet the salary of the President of the 
Canadian National Railways. He has never been listed, but he will be receiving 
more than $5,000, I gather.

Mr. Richard (Ottawa East) : I do not think it is only members of the 
Public Accounts committee who make use of this information listed here. It 
is used for other purposes than this committee. I would imagine collectors make 
use of this more than we do.

Mr. Sinclair: While the opposition did object to any change in the 
travelling allowances, I would say that we would continue to print travelling 
allowances above $500. There is no objection to continuing that practice.

Mr. Croll : Suppose a man receives $3,300 and he has travelling expenses 
above $500, how would you save any printing there?

Mr. Sinclair: Exactly the same way as we do now. We list people who get | 
less than $3,000 if they get more than $500 travelling expenses.

Mr. Croll: How will you save any printing?
Mr. Sinclair: There are so few of them who travel.
The Chairman: Could I get a motion on that?
Mr. Croll: I will so move. We will have to word the motion later.
The Chairman : I will have to have a motion so that I can put it in the 

report.
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Mr. Croll: I will move “that civil servants who receive more than $5,000 
continue to be listed in public accounts, and others who are paid less than 
$5,000 be omitted from the details of salaries in the public accounts as now 
constituted for the year subsequent.”

The Chairman: Is that motion acceptable to the committee?
Mr. Wright: Just a moment before that motion carries, Mr. Chairman. 

How many of these do not come in certain classifications? Are they all 
classified?

The Chairman : Oh yes. Civil servants have all to come within one 
or another category, but as Mr. Sinclair has explained, this will not prevent the 
publishing of their travelling expenses, but adopting this motion will reduce 
the cost of printing considerably.

Mr. Sinclair: Outside help, legal fees, and other professional fees received 
will be printed as they are now.

Mr. Wright: Only civil servants who receive less than $5,000 a year will 
be omitted from the public accounts.

The Chairman : Yes. If an attorney or a civil engineer or a firm is paid 
for services by the government they will also get their names in the accounts 
if they are paid more than $5,000.

Mr. Sinclair: The point of the Comptroller of the Treasury is this: With 
our expanded activity and with civil servants listed by departments with salaries 
shown in the estimates, if any member of this committee or anyone wants to 
find further information he can ask questions and get the information in the 
House. The only information we give here at great expense is putting names 
to those civil servant’s positions. I think there is interest in the higher civil 
servants, undoubtedly, not only for the bill collectors but for members of parlia
ment, so they would continue to be printed.

The Chairman : Shall the motion carry?
Carried.
I will so draft a report to the House for this afternoon and will ask for 

concurrence.
Mr. Sinclair: I would like to make a second comment. This Public 

Accounts committee was requested by the Conservative party members. We 
have held several meetings. We have here this morning three of the top officials 
of the Department of Defence Production, who have important matters in 
hand, and I think it is a shame that in this committee there should not be one 
single Conservative member of the committee. They have demanded or 
requested the appearance of these officials who have a great many other things 
to do at this moment. And I want that on record as a comment on the attend
ance of the Conservative party from the leader down who is a member of this 
committee and who to my knowledge has not yet appeared this year.

The Chairman: Are there any comments?
Before we carry on with our work I would like to state that three other 

documents have been produced by the Department of National Defence and 
have been tabled and will be printed as an appendix. They are already printed, 
as a matter of fact. I sent them to be printed with the report of the meeting 
before last. One was a statement dealing with Canadian Joint Staff at Washing
ton, D C., U.S.A., the duties and background of personnel during fiscal year 
1949-50. Another whs a table showing apportionment of rental payments 
between members of the defence forces abroad and the government. The third 
was in answer to a question by Mr. Fraser regarding the Canadian Corps 'of 
Commissionaires. That enlarges on an item on page N-56 of public accounts 
1949-50.
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We have again with us this morning Mr. Low and officials of his corporation. 
They still have a number of answers in reply to questions that have been sent 
in in writing or otherwise by members. They will take quite a bit of time this 
morning. I wonder if members could make up their minds, if they have any 
further questions, to submit them now so we can carry on with our work next 
week, and try to liberate these witnesses this morning. We are intending to have 
another meeting with Mr. Drury and Mr. Ross. If we could get finally to the 
point where we can make a report or say something about the work we have 
done up to now, that would be well. I would suggest, to save time, and if it 
is agreeable, that many of the answers that are to be given here this morning 
should be tabled; just have the answers deposited. I am in the hands of the 
committee on that, of course. If members have any questions and will ask 
them this morning, we could conclude this business. We have had these wit
nesses here now for about nine meetings and the officials from the Department 
of National Defence for about fourteen. If the House adjourns in a week or 
two we will not have much time to reach any conclusion as to the work that 
has been done. I have ’phoned to members of the other parties to tell them 
that it was my intention to suggest this morning that we should try and reach 
a conclusion on this kind of work we have now before us. Yesterday, I tried 
also to reach some of the members of the subcommittee dealing with the uncol
lectible debts. After our first meeting I was asked to draft a report. The 
report was ready yesterday, but I could not get any of the members to agree 
to meet yesterday. I am trying to get them to meet this afternoon or evening 
so we can conclude that piece of business. So with your permission I will ask 
the witness in presenting the numerous answers that are still to come in, instead 
of reading all of them into the record, to give us an idea in just a few words 
of what the question was and his answer, and these will be printed in full as 
an appendix. Is that agreeable or do you want me to have them read? It 
would take about one and a half hours to read them.

Mr. Wright: Unless the member who asked the question is here I do not see 
any reason why Mr. Low would have to read the answer.

The Chairman : I think that is a fair approach because many questions are 
asked by members who are not here and it would save time if Mr. Low just 
tabled them; but if any question was asked by a member who is here the mem
ber will have a right to say he would like to have it read.

Mr. W. D. Low, O.B.E., Managing Director, Canadian Commercial 
Corporation, called :

The Witness: Mr. Chairman, it was my intention to continue to answer the 
questions asked by Mr. Fraser but in view of your remarks I will merely indicate 
the names of the contractors to whom those construction contracts were awarded. 
I may say that most of these are road construction or repair contracts in the 
provinces of Quebec and Ontario: R. A. Blyth, Toronto, Ontario—road repairs 
at R.C.A.F. Station, Aylmer, Ontario; Johnson Brothers Company Limited, Brant
ford, Ontario—repairs to roads at the R.C.A.F. Station, Clinton, Ontario; H. J. 
McFarland Construction Company Limited, Picton, Ontario—repairs and 
improvements to R.C.A.F. Station roads, Trenton, Ontario ; H. J. McFarland Con
struction Company Limited, Picton, Ontario—repairs to runway and drainage 
system at R.C.A.F. Station, Trenton. Ontario ; Scott-Jackson Construction Lim
ited, New Toronto, Ontario—improvement of drainage and surfacing of roads at 
R.C.A.F. Station, Weston, Ontario ; Davis, Ripley and Associates, Edmonton, 
Alberta—engineering services incidental to design and supervision of road con
struction, water, sewer and power installations at R.C.A.F. Station, Fort Nelson ; 
Poole Construction Company, Limited, Edmonton, Alberta—construction of
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lean-to and repairs to buildings at R.C.A.F. Station, Fort Nelson, B.C.; Davis, 
Ripley and Associates, Edmonton, Alberta—engineering services incidental to 
design and construction of roads, and installation of water, sewer, power distribu
tion, et cetera, at R.C.A.F. Station, Fort St. John; North American Building Lim
ited, Winnipeg, Manitoba—covering supply of 20 prefabricated houses for 
R.C.A.F. Stations at Fort Nelson and Watson Lake ; Poole Construction Company, 
Limited, Edmonton, Alberta—conversion of buildings to temporary married 
quarters at Watson Lake, Yukon Territory; Poole Construction Company, 
Limited, Edmonton, Alberta—construction of 50 houses for permanent married 
quarters at Whitehorse, Yukon Territory; Main and Rcnsaa, Edmonton, Alberta 
—engineering services in respect of 50 houses at R.C.A.F. Station, Whitehorse, 
Yukon Territory.

I may say, Mr. Chairman, that most of these contracts were awarded after 
tenders had been invited and in those cases the contracts were awarded toi the 
lowest tenderers.

The Chairman : That information will be printed as exhibit A of today’s 
proceedings.

Next answer, please.
The Witness: Mr. Chairman, I was asked a question by Mr. Johnston 

regarding the total purchases of Alberta coal. The total tonnage of Alberta coal 
purchased for the Department of National Defence during the fiscal year under 
review was 69,113 tons. Of this quantity 27,053 tons was purchased for units 
in British Columbia. The total tonnage of coal purchased from all sources for 
units in British Columbia was 50,118 tons.

Mr. Sinclair: I do not want to interrupt but again even here we could 
save time if the witness said I have the answer to Mr. Fraser’s question on coal 
and I will table it.

Mr. Gibson : Was it not Mr. Pearkes’ question?
The Chairman : It was a question by Mr. Johnston which arose during 

the discussion between General Pearkes and Mr. Johnston as to the merits of 
Alberta coal for use in British Columbia.

The witness says that for his next answer there is nothing which he can 
table and he will give the explanations verbally.

The Witness : These questions were asked by Mr. Gordon Fraser with 
respect to contracts placed with LeVv Auto Parts Limited, Toronto. I find that 
there are a large number of contracts involved in item N-60 and instead of 
getting the details of each contract I have selected four of the largest and I 
would like to give the information on those.

The first one covered 328 items of Weatherliead fittings. Sixteen firms were 
invited to tender and thirteen firms submitted- tenders, including Wcathcrhead. 
Levy Auto Parts submitted the lowest aggregate bid on the 328 items and were 
low on 215 items. The value of the contract' was- $12,875.89. The next lowest 
tender received was $13,201.42.

Mr. Boisvert: We have no quorum now.
The Chairman : I do see one and I will ask in the circumstances that the 

committee carry on this morning to have the work done. If the members will 
agree we can have this information produced this morning and conclude this 
evidence.

The Witness: The next item was -a contract for 72 items of General Motors 
military type vehicle spares. Twenty-two firms were invited to tender and 4 firms 
submitted tenders. Levy Auto Parts submitted the lowest quotation on 48 items 
valued at $24,242.58 and was awarded the contract for those items.

Mr. Benidickson: Was that for new or used equipment?
The Witness: I cannot tell you, sir.
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Mr. Gibson : Were they General Motors parts, did you say, Mr. Low?
The Witness: Yes, General Motors parts.
Mr. Sinclair: Next?
The Witness: The next order was for 11 items of spares for Dodge three- 

quarter ton vehicles. Fifteen firms were invited to tender and 6 firms tendered, 
including Chrysler. Levy was low on 2 items valued at $24,886.12 and was 
awarded the contract. To give you some idea of the prices tendered:, on one 
item, a case assembly, Levy quoted a price of $85.80. Chrysler quoted $143 
and United Auto Parts quoted $130.

The next contract was for spares for Willys jeeps—75 items. Eleven firms 
were invited to tender and 5 tendered. Levy was low on 53 items valued at 
$27,530.25 and was awarded the contract.

I may say all of the items on this long list of contracts issued during the 
fiscal year under review were for military vehicles or tanks.

Mr. Helme: I wonder if Mr. Low could tell us whether the parts supplied 
were ‘genuine original parts’ or ‘will fit’ parts? It seems rather strange that an 
outsider could provide parts at prices lower than the manufacturers themselves.

Mr. Richard (Ottawa East) : It is the policy of the company not to outbid 
its dealers.

Mr. Helme : But $114 as against $85 is quite a large difference and I wonder 
if they are genuine replacement parts.

The Witness: That is right. I may say that one reason for the difference 
would be that these were for military pattern vehicles and the manufacturers 
themselves were not in production.

Mr. Chairman, Mr. Fraser asked some questions in connection with 
contracts awarded to Marine Industries Limited. The expenditures during the 
fiscal year 1949-50 on those contracts was $1,380,638.

Mr. Benidiçkson: Were they contracts of only a certain type?
The Witness: No, that represents all payments made to Marine Industries 

Limited during that fiscal year, but there are .several contracts involved and 
I have the details here.

Mr. Sinclair: Next?
The Chairman : If those are lengthy we can produce them as appendix B.
The Witness: Very well.
The Chairman: The details of the contracts will be printed as appendix B.
If there are no further questions I think we could release the witness 

and go ahead with some other work at our next meeting. I wish to express our 
sincere thanks to Mr. Low and the gentlemen who have been assisting him and, 
with your consent, at the next meeting on Tuesday morning we will hear Mr. 
Drury and Mr. Ross in order to complete their evidence.

Mr. White: I would like very much to second your motion of thanks 
to Mr. Low for his attendance at the committee and for the very efficient way 
in which he has answered the questions.

Mr. Sinclair: I also wish to put something else on the record. The honour
able member for Nicolet drew attention some few minutes ago to the fact that 
there was no quorum. I want to emphasize that there was a quorum here of 
government members, C.C.F., and Independent members. The fact that other 
members left after the opening of the meeting was because the people who had 
asked for the Public Accounts committee, the Conservatives, were absent. The 
government members did not want to have the committee, and I do not want 
it lated inferred that we had no quorum because there was indifference on the 
part of the Liberal members. The Liberal members have confidence in the 
government and they do not feel they need the committee.
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Mr. Wright: I resent that remark and I think it should also go on the 
record that there is going on in the House at the present time a discussion on 
old age pensions in which some of the members of this committee at least are 
very interested and they are in the House because of that. You must understand 
too, and it should go on the record, that the Liberal members on this committee 
are in a very large majority. The committee is set up on the basis of the 
representation in the House and at the present time that representation does 
not represent the actual thought in this country. It does represent the elected 
members in this country at the present time. I just want that to go on the record.

Mr. Benidickson : I want to say in that connection that I made a count 
at the time Mr. Sinclair made his remarks and the attendance at this meeting 
at that time was certainly not in proportion to our representation in the House. 
There were 17 Liberal members, one C.C.F. member, and one Independent 
member.

The Chairman : Gentlemen, the meeting stands adjourned until Tuesday 
morning at 11.30.

The committee adjourned.

APPENDIX A

R. A. Blyth, Toronto, Ontario.—This contract covered repairs to roads at 
R.C.A.F. Station, Aylmer, Ontario, and was awarded on June 3, 1949, at a 
price of $21,798.00. Tenders were invited by advertisement in the Canada 
Gazette, Daily Commercial News and Building Record, and the public press, 
and R. A. Blyth submitted the lowest price.

Johnson Bros. Company Limited, Brantford, Ontario.—This contract 
covered repairs to roads, walks, and parade square at the R.C.A.F. Station, 
Clinton, Ontario, and was awarded on September 17, 1949, at a price of 
$37,368.75. Tenders for this work were invited by advertisement in the Canada 
Gazette, the Daily Commercial News and Building Record, and the public 
press, and Johnson Bros. Company Limited submitted the lowest price.

H. J. McFarland Construction Co. Ltd., Picton, Ontario.—This contract 
covered repairs and improvements to roads at the R.C.A.F. Station, Trenton, 
Ontario, and was awarded on September 7, 1949, at a price of $49,970.57. 
Tenders for this work were invited by advertisement in the Canada Gazette, 
the Daily Commercial News and Building Record and the public press, and 
H. J. McFarland Construction Company Limited submitted the lowest price.

H. J. McFarland Construction Company Ltd., Picton, Ontario—This con
tract covered the repair of runway and drainage system at the R.C.A.F. Station 
Trenton, Ontario, and was awarded on November 2, 1949, at a price of 
$45,560.00. Due to the lateness of the season and the need to have this work 
completed before the winter season, there was not sufficient time to invite 
tenders in accordance with our usual practice. Since H. J. McFarland Con
struction Company had its equipment and personnel located at the site, a 
contract was negotiated with this Company.

Scott-Jackson Construction Limited, New Toronto, Ontario.—This contract 
provided for the improvement of drainage and surfacing of roads at No. 1 
Supply Depot, R.C.A.F. Station at Weston; Ontario, and was awarded Oct. 25, 
1949, at a price of $7,277.00. Tenders for this work were invited by. advertise
ment in the Canada Gazette, the Daily Commercial News and Building Record 
and the public press, and Scott-Jackson Construction Limited submitted the 
lowest price.
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The next item appears on page N-42 of Public Accounts and concerns 
Married Quarters, etc., at Fort Nelson, Fort St. John, Watson Lake, and 
Whitehorse, for which is shown an allotment of $762,000. Details of the con
tracts are as follows:—

Davis, Ripley & Associates, Edmonton, Alberta.—This contract covered 
provision for engineering services incidental to the design and supervision of 
construction of roads and sidewalks and the installation of water and sewer, 
power distribution, fire alarm, and street lighting systems required for the 
Permanent Married Quarters at R.C.A.F. Station, Fort Nelson, and the super
vision of erection of 20 houses. It was awarded on July 13, 1948. This com
pany was selected because it was considered to be the best firm in the immediate 
vicinity to provide the services required efficiently and within a minimum of 
time.

Poole Construction Co. Limited, Edmonton, Alberta.—This contract 
covered the construction of a Lean-to to the Airmen’s Mess and alterations and 
repairs to existing buildings, at the R.C.A.F. Station, Fort Nelson, B.C., and 
was awarded on February 23, 1949, at an estimated cost of $34,000. Due to 
the difficulty in determining the exact extent of the work and repairs necessary, 
it was impossible to prepare detailed plans and specifications and because of 
the inaccessibility of the site it was considered that the most practical and 
economical method of having the work completed in the shortest possible time 
was to award it on a cost plus a fee basis. Poole Construction Company 
already had its equipment on the site and was selected for the work.

Davis, Ripley & Associates, Edmonton, Alberta.—This contract covered 
provision for engineering services incidental to the design and supervision 
and construction of roads and sidewalks and installation of water, sewer, 
power distribution, fire alarm system, and street lighting system for the 
Permanent Married Quarters at R.C.A.F. Station, Fort St. John, and supervision 
of erection of 20 houses. It was awarded on July 13, 1948. This company 
was considered to be the best firm in the immediate vicinity to undertake this 
work and complete it efficiently within a minimum of time.

North American Building Limited, Winnipeg, Manitoba.—This contract 
provided for the supply of 20 prefabricated housing units for the R.C.A.F. 
Stations at Fort Nelson and Watson Lake, and was awarded on March 2, 1949 
at a price of $180,312. This firm was the only company in Canada at the 
time manufacturing a prefabricated type house suitable for use in the Arctic.

Poole Construction Company, Limited, Edmonton, Alberta.—This contract 
provided for the conversion of buildings to temporary Married Quarters at 
Watson Lake, Y.T., and was awarded on December 6, 1948, at an estimated 
cost of $76,160. Due to the urgent need for this accommodation and the 
inaccessibility of the site and the fact that complete plans and specifications 
were not available, it was considered that the most practical means of having 
this work commenced and completed within the time required was to award it 
on a cost plus a fee basis. Poole Construction Company Limited was selected 
since it was operating in this area and was considered to be in the best posi
tion to complete the project most economically in the time required.

Poole Construction Company, Limited, Edmonton, Alberta.—This contract 
provided for the construction of 50 houses for the Permanent Married Quarters 
and supply installation of all ground services and electrical power distribution 
systems at the R.C.A.F. Station at Whitehorse, Y.T., and was awarded on 
June 18, 1949, at an estimated price of $695,000. Due to the urgent need for 
this accommodation and the inaccessibility of the site the contract was awarded 
to Poole Construction Co. on a cost plus a fixed fee basis for the same reasons 
that governed its selection for the work at Watson Lake.
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Main & Rensaa, Edmonton, Alberta.—This contract covered the design and 
supervision of construction of roads, sewer, and water systems, power distri
bution system and the general development of the site and the design and 
supervision of construction of 50 houses at the R.C.A.F. Station, Whitehorse, 
Y.T., and was awarded October 20, 1949. This firm was considered to be 
the only company in the immediate vicinity with the engineering experience, 
trained personnel, and facilities necessary to provide the services required and 
because it was carrying out similar work in that vicinity.

APPENDIX B

Item N-60—Marine Industries Limited, Montreal, $1,380,638.39 covers the 
following contracts:
1. Contract Subject Amount Paid
30-1-3 Icebreaker ............................................................. $ 795,211.67
30-6-12 Maintenance in strategic reserve of 18 Frigates

and 19 Bangor Minesweepers ....................... 374,062.00
30-1-10 Purchase of Minesweepers “GRANBY” and

“DIGBY” ....................................  130,000.00
30-5-100 Purchase, repair and conversion of Motor

Launches Ex. Q062 and Qlll ....................... 79,900.00
42-4-2126 Rental Air Compressor ......................................... 101.00

Local
Purchase Fuel oil for Fairmiles............................................ 164.22

Local
Purchase Rope fenders for Fairmiles................................... 139.50
40-33-8-11 Shackles ................................................................. 1,060.00

TOTAL $1,380,638.39

The following are particulars of the above contracts:
2. Icebreaker

This contract covered the construction of an Icebreaker for the Royal Cana
dian Navy. The selection of the yard to construct the vessel was made by the 
Canadian Maritime Commission in accordance with the established procedure, 
and the Canadian Commercial Corporation concurred in the selection. The con
tract was awarded on the basis of cost plus 5 per cent.
3. Maintenance in Strategic Reserve of 19 Bangor Minesweepers and 18 

Frigates.
The Royal Canadian Navy was aware of the fact that Marine Industries 

had these vessels on hand, and considered that the ships should be kept in 
strategic reserve and in good condition, although they did not at that time wish to 
bring them into the Service. The Corporation was, therefore, requested to enter 
into negotiations with Marine Industries, and as a result a contract was 
awarded to the Company for the maintenance of the vessels on the basis of a cost 
of $7,500 per annum per vessel. The contract included the following terms :— 

The 37 vessels to be maintained in a state of partial preservation, as 
follows:—

(a) Wire brush and paint with red lead, once a year, all outside surfaces 
of the hull, deck houses, funnels and ventilators where the paint has 
peeled off and steel is exposed ;
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(b) Scrape the decks and remove all loose paint and cover the entire 
exposed exterior decks with an approved deck oil, once a year if 
deemed necessary by the Inspector;

(c) All exterior moving and steel polished parts of main and auxiliary 
machinery to be kept greased ;

(d) The interiors and exteriors of the vessels to be cleaned and kept clean.
(e) Each year, in the Fall, all sea cocks and connections below the water 

line to be filled with oil to prevent from freezing;
(/) Boilers to be kept in a state of preservation, lime trays to be filled 

internally ;
{g) All decks to be kept weatherproof and waterproof;
(h) All ammunition racks and other equipment on the decks which may 

cause the vessels to deteriorate will be removed ;
(i) The vessels will be securely moored and the necessary precautions 

will be taken during the winter to prevent damage by ice.
The company agreed not to dispose of any of these vessels without prior 

written authorization by the Department of National Defence.
In the event that with the concurrence of the Department of National 

Defence the Company disposed of any of the said vessels to the Department 
of National Defence, or otherwise, the yearly payment was to be reduced by 
an amount determined on a pro rata basis.

All work was to be performed to the satisfaction of the Inspector who was 
the Chief of Naval Technical Services of the Department of National Defence, 
Naval Service, or his authorized representative.
4. Purchase of 2 Bangor Minesweepers, the “DIGBY” and “GRANBY”.

The Royal Canadian Navy required certain vessels, and it was found that
this requirement could be partly satisfied by the acquisition of the above-noted 
vessels which were owned by Marine Industries Limited. After consultation 
with the Royal Canadian Navy, and the Canadian Maritime Commission, it 
was decided to purchase the two vessels from Marine Industries Limited at a 
price of $65,000 each, rather than construct new vessels. Accordingly a con
tract was entered into with Marine Industries on August 18, 1949.
5. Purchase, Repair and Conversion of Two Motor Launches.

The Royal Canadian Navy had a requirement for motor launches to be 
used in training Naval personnel. A survey was made and it was learned that 
two suitable launches were available for this purpose from Marine Industries 
Limited. After consultation with technical officers of the Royal Canadian Navy 
and the Canadian Maritime Commission it was recommended that these launches 
be purchased to satisfy the demand, and a contract was entered into with Marine 
Industries Limited for the purchase, repair and conversion of the two motor 
launches at a price of $39,950 each, in accordance with the specifications pro
vided by the Royal Canadian Navy.

6. The remaining four small items were local purchases in respect of which 
no details are readily available.
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MINUTES OF PROCEEDINGS
House of Commons, Room 430, 
Tuesday, June 26, 1951.

The Standing Committee on Public Accounts met at 11.30 o’clock a.m. 
The Chairman, Mr. L. Philippe Picard, presided.

Members present: Messrs. Anderson, Ashbourne, Benidickson, Blue, Boisvert, 
Boivin, Campney, Cleaver, Croll, Fleming, Fulton, Gauthier (Portneuf ), Gibson, 
Harkness, Johnston, Kirk (Antigonish-Guysborough), Kirk (Digby-Yarmouth), 
Larson, Macdonnell (Greenwood), Major, Nowlan, Pearkes, Picard, Richard 
(Ottawa East), Robinson, Sinclair.

In attendance: Mr. C. M. Drury and Mr. A. Ross, respectively Deputy 
Minister and Associate Deputy Minister of National Defence.

The Committee resumed the adjourned consideration of public accounts 
for the year ended 31st March, 1950, so far as these relate to the Department 
of National Defence.

Mr. Drury was questioned at length in respect to certain returns filed with 
the Committee and printed in the record as Appendix “A” to the Minutes of 
Proceedings and Evidence of June 12. Mr. Ross assisted the witness.

And the examination of Mr. Drury still continuing ; the said examination was 
adjourned to a later date.

At 1.10 o’clock p.m., the Committee adjourned to meet again in the evening.

EVENING SITTING
The Committee met, in camera, at 7.30 o’clock p.m. The Chairman, 

Mr. L. Philippe Picard, presided.
Members present: Messrs. Anderson, Benidickson, Blue, Boivin, Cauchon, 

Cleaver, Croll, Fleming, Kirk (Digby-Yarmouth), Macdonnell (Greenwood), 
Macdonald (Edmonton East), Picard, Robinson, Sinclair, Stewart (Winnipeg 
North).

A draft report to the House, concerning certain recommendations arising 
out of the evidence of Mr. Watson Sellar, Auditor General, was under con
sideration. The said draft report, with some modifications, was finally adopted 
and ordered to be presented to the House as the Third Report.

At 9.15 o’clock p.m., the Committee adjourned to meet again at 11.30 
o’clock a.m., Wednesday, June 27.

Wednesday, June 27, 1951.

The Committee met at 11.30 o’clock a.m. The Chairman, Mr. L. Philippe 
Picard, presided.

Members present: Messrs.. Anderson, Ashbourne, Blue, Boisvert, Cauchon, 
Croll, Fleming, Fraser, Fulford, Johnston, Kirk (Digby-Yarmouth), Macdonnell 
(Greenwood), Macdonald (Edmonton East), Major, Nowlan, Picard, Weaver, 
Wright.
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The Chairman informed the members that Messrs. Drury and Ross were 
detained in the House, where the estimates of the Department of National 
Defence were under study.

The Committee then sat in camera.
A draft report to the House concerning certain recommendations, arising out 

of the evidence of Mr. Watson Sellar, Auditor General, was under consideration. 
The said draft report, with some modifications, was finally adopted and ordered 
to be presented to the House as the Fourth Report.

At 12.30 o’clock p.m., the Committee adjourned to meet again at 11.30 
o’clock a.m., Thursday, June 28.

Thursday, June 28, 1951.

The Standing Committee on Public Accounts met at 11.30 o’clock a.m. The 
Chairman, Mr. L. Philippe Picard, presided.

Members 'present: Messrs. Anderson, Benidickson, Blue, Boivin, Cauchon, 
Cleaver, Fleming, Fulton, Gauthier (Portneuj), Helme, Kirk (Antigonish-Guys- 
borough), Kirk (Digby-Yarmouth), Macdonald (Edmonton East), Maltais, 
Picard, Richard (Ottawa East), Riley, Robinson, Weaver.

In attendance: Mr. W. D. Low, O.B.E., and Mr. W. J. Atkinson, O.B.E., 
respectively, Managing Director and Purchasing Agent, Canadian Commercial 
Corporation.

The Committee resumed the adjourned consideration of public accounts 
for the fiscal year ended March 31, 1950.

The Chairman informed the Committee that Mr. Drury and Mr. Ross were 
detained on the floor of the House to assist the Minister of National Defence, in 
the study of estimates.

Mr. Low was recalled and questioned with respect to certain contracts. The 
witness filed a chart of the personnel (indicating in each case the duties and 
functions), of the Canadian Commercial Corporation. The said chart was 
ordered to be printed as Appendix “A” to the day’s Minutes of Proceedings and 
Evidence. Mr. Low was thanked by the Committee and was retired.

The Chairman conveyed the Committee’s thanks to the witnesses present and 
to Mr. Drury and Mr. Ross of the Department of National Defence, and to the 
Committee’s staff for their valuable help.

At 1.15 o’clock p.m., the Committee adjourned to meet again, in camera, 
later this day, to consider its Final Report.

EVENING SITTING

The Committee met, in camera, at 8.00 o’clock p.m. The Chairman, Mr. 
L. Philippe Picard, presided.

Members present: Messrs. Anderson, Ashbourne, Blue, Cauchon, Fleming, 
Fulford, Gauthier {Portneuj), Kirk (Digby-Yarmouth), Macdonnell (Green
wood), Macdonald (Edmonton East), Major, Maltais, Nowlan, Picard, Richard 
(Gloucester), Richard (Ottawa East), Riley, Robinson.

In attendance: Mr. W. L. Mahoney, of the Printing Bureau, Department of 
Public Printing and Stationery.
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The Committee heard Mr. Mahoney in connection with the printing of the 
Chart of the Canadian Commercial Corporation, ordered to be printed as 
Appendix “A” to the Minutes of Proceedings and Evidence of the morning ses
sion. Mr. Mahoney explained the difficulties which might be met in the publica
tion of the said chart because of some of the very small type used therein. . . .he 
thought too wide a reduction of such small type would produce very unsatis
factory results, in that it would be hardly legible. It was agreed that the 
chart would be printed in reduced and modified form.

The Committee then considered a Draft Report dealing with the Commit
tee’s study of public accounts concerning the Department of National Defence. 
With some modifications, the said Report was unanimously adopted and ordered 
to be presented to the House as the Fifth and Final Report.

On motion of Mr. Fleming, it was unanimously resolved that the Committee 
should express to the Chairman its warm appreciation of the manner in which 
he has discharged his duties. Mr. Fleming said: “The position of Chairman of 
the Public Accounts Committee is no sinecure. It involves arduous tasks, and 
this year the Committee has held many meetings. I know we should like to 
express our appreciation to the Chairman and our confidence in him”.

The Chairman thanked the members and expressed his personal appreciation 
for their assiduous attendance.

At 9.00 o’clock p.m., the Committee adjourned sine die.

ANTOINE CHASSÉ,
Clerk of the Committee.

REPORTS TO THE HOUSE

Thursday, June 21, 1951.

The Standing Committee on Public Accounts begs leave to present the 
following as a

SECOND REPORT
Your Committee recommends that details of salaries below $5,000, paid 

to civil servants, be omitted in the preparation of Public Accounts as required 
by Section 38 of the Consolidated Revenue and Audit Act, 1931.

All of which is respectfully submitted.

L. PHILIPPE PICARD,
Chairman.

Wednesday, June 27, 1951.

The Standing Committee on Public Accounts begs leave to present the 
following as its

THIRD REPORT
On June 22, 1950 your Committee, after reviewing the Auditor General’s 

report for the year ending March, 1949, expressed the opinion that steps should 
be taken to “authorize writing-off uncollectable debts that have accumulated up 
to 1940 in Government accounts”.
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On May 24th of this year, your Committee was asked by the Department 
of Finance to give consideration to a report, drafted by a special Interdepart
mental Committee, on uncollectable debts due the Crown.

Your Committee elected a subcommittee made up of Messrs. Ashbourne, 
Croll, Fleming, Johnston, Macdonnell, Major, Picard, Robinson, Sinclair and 
Stewart, to examine the question and report to it. The subcommittee, having 
had access to information contained in the interdepartmental report and the 
detailed schedules attached thereto, and having heard Messrs. S. Rettie and 
E. O. Landry, respectively, Chairman and Secretary of the said Interdepart
mental Committee, have communicated their views to your Committee which, 
after due consideration, begs to report as follows:

The Department of Finance has been concerned for a number of years 
about irrecoverable debts owing to the Crown and has considered the advis
ability of writing off these debit balances. The Department of Justice expressed 
the opinion that such debts could be written off only upon the authority of 
Parliament.

On August 28, 1947, The Treasury Board, on the recommendation of the 
Minister of Finance, authorized the constitution of a Committee made up of 
Messrs. S. Rettie, Chairman, D. W. Mundell, W. C. Haw, A. E. Smythe, mem
bers, and E. 0. Landry, Secretary; said Committee being requested to examine 
and report to the “Minister of Finance in respect of all items in ‘Deferred 
Claims Accounts’, with the object of submitting to the Treasury Board and 
finally to the Public Accounts Committee a list of items found to be uncol
lectable”. That Interdepartmental Committee required all departments to 
submit to it “statements of the outstanding items on their records which were 
considered not to be collectable and concerning which they were prepared to 
make recommendations for write-off”. It held “35 meetings at which officers 
from the various departments were questioned or where information secured1 by 
letter, telephone or examination of departmental files was brought forward and 
discussed”.

It reported back to the Minister of Finance on May 23, 1950 and its report 
was subsequently reviewed by officials of the Treasury Board before being 
submitted to your Committee.

All departments submitted statements to that Interdepartmental Com
mittee and the recommendations of the latter have the full concurrence of all 
departments concerned. The Taxation Division of the Department of National 
Revenue is the only one not to have submitted such a list of uncollectable 
debts as it held that supplying any information of that nature would. be a 
breach of the secrecy requirements imposed by the Income Tax Act. Your 
Committee has, therefore, been unable to review any accounts owing to the 
Crown, in the Division of National Revenue, and none are recommended to 
be written off.

Effect of Write-Off

In the opinion of the Department of Justice, “the mere writing off of 
such debts would not, of course, release the debts as proceedings could at any 
time be taken by the Crown to enforce the claim unless a statute of limitations 
applicable to the Crown should bar the claim”. Consequently write-off in 
this report means authorizing the deletion of amounts found to be uncollectable 
from departmental records.

It appears then that write-off confers no advantage on the debtor. Its 
chief benefit will be found in the relief afforded the departments from keeping 
records of and reporting perennially on claims that are considered valueless. 
Staffs now employed in this non-productive work would be encouraged to make 
better efforts on current collections.
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Basis of Recommendations

The Interdepartmental Committee having in mind that their recommenda
tions for write-off should relate solely to items that were demonstrably uncol
lectable established certain standards as the basis of their recommendations. 
Substantially the debts found to be uncollectable fall into the following groups :

1. Amounts which over a long period of time a department had made 
efforts to collect without results. This would include cases where the 
debtor had died, had disappeared or had become bankrupt, or where 
because of the small amount involved and the length of time elapsed 
further expense on efforts to collect could not be justified.

2. Amounts remaining .unpaid after acceptance of compromise settlement 
payments.

3. Amounts, usually small, referred by a department to the Department of 
Justice for collection and returned with the advice that the amount 
involved did not warrant the prospective cost of action to collect.

4. Amounts, mainly in the nature of claims for damages, in respect of 
which liability has not been admitted by the party claimed against and 
where due to lapse of time, dispersal of witnesses, etc., the success of 
proceedings to collect the claim seemed unlikely.

5. Amounts, representing claims for services rendered to or expenditures 
on behalf of firms and individuals, where the existence of an enforceable 
debt due the Crown could not be readily established.

Normally, any amount recommended for write-off in their report has been 
weighed against these standards and found to conform to one or more of them. 
However, the Interdepartmental Committee have made recommendations for 
write-off in respect of groups of claims which on grounds of policy had not been 
pressed against the debtors and where the capacity of the individual debtor to 
pay had not been assessed. Claims against soldier settlers on personal covenants 
given in respect of land purchased and subsequently abandoned and claims 
against municipalities for aid to civil power are examples.

Your Committee considers the basis for recommendations to write-off 
arrived at by the Interdepartmental Committee as fair.

The total amount recommended for write-off is $30,506,622.09.
A summary of the recommendations arrived at by the Interdepartmental 

Committee follows:
Department of Agriculture

This Department submitted recommendations amounting in all to $125,- 
595.19. After discussing the various items making up this total with officers 
of the Department and the Treasury representative the Interdepartmental Com
mittee concluded that $97,973.07 could be properly considered uncollectable and 
referred the remaining items back to the Department suggesting further efforts 
to collect.

Civil Service Commission

The Commission made recommendations on five overpayments of salaries 
amounting to $102.84. Strong efforts including reference to the Department of 
Justice had been made to collect these amounts without success. As the Inter
departmental Committee did not think that the individual amounts involved 
justified the incurring of legal expenses they have recommended write-off of 
these items.

Department of Finance

The administration branch submitted a list of items totalling $96,432.02 of 
which amount the Interdepartmental Committee have recommended a write-off
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of $76,432.02. Included in this amount is $13,900, representing money advanced 
in 1808, apparently from Indian funds, to the Earl of Selkirk and secured by 
mortgage on land situated in Moulton Township, Ontario. Later Indian funds 
were recouped and the claim accepted by Canada in the settlement with Ontario 
following Confederation.

Wartime Prices and Trade Board reported on a number of items totalling 
$1,218.19 of which the Interdepartmental Committee have recommended a write
off on a total of $888.19.

The Superannuation Branch submitted a long list of small overpayments 
made from the Retirement Fund Account during the period 1942-1949 inclusive. 
These amounts totalled $2,989.19, of which the Interdepartmental Committee 
have recommended to write-off $1,765.78, representing the uncollected balance of 
overpayments made prior to March 31, 1947.

The Comptroller of the Treasury reported on a number of items totalling 
$6,651.33, of which the Interdepartmental Committee agreed to recommend for 
write-off the sum of $1,049.34, consisting for the most part of a number of small 
overpayments of salaries. Included, however, in the sum of $1,049.34, is an 
amount of $334.33, which was actually expended from the appropriations for the 
former Department of National War Services. When that Department ceased 
operations, the comptroller assumed responsibility for these items.

Department of Fisheries

This Department submitted four small items, totalling $39.56, which the 
Interdepartmental Committee agreed should be written off.

Department of Insurance

This Department submitted recommendations for write-off amounting in 
all to $365.28. The claims related1 to a number of unpaid billings for depart
mental reports and one unpaid assessment on a defunct insurance company. 
As the Department had exhausted all reasonable means to collect, the Inter
departmental Committee has accepted their recommendations in full.

Department of Justice

This Department reported as uncollectable a total of $1,059.02 consisting of 
an item of $30.13 for the sale of Supreme Court Reports to lawyers whose names 
are now unknown and the balance $1,028.87 being amounts owing to the Peni
tentiaries Branch for various services and goods supplied. The Interdepartmental 
Committee considered that these items should be -written off.

Department of Labour

Two reports were submitted by the Department, one dealing with losses 
incurred in the operations of the Department proper and the other relating to 
the Unemployment Insurance Commission.

The items in the first report total $5,226.74.
The items in the report from the Unemployment Insurance Commission 

total $46,384.82.
The Interdepartmental Committee were satisfied that every reasonable 

effort had been taken to effect recovery. In view of the large number of items 
involved and the small amount of each item, the Interdepartmental Committee 
concluded that further efforts at recovery were impractical, and have accord
ingly recommended the write-off of these items in total.
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Former Department of Mines and Resources

This Department reported a total of $220,850.16, of which amount the 
Interdepartmental Committee have agreed to recommend for write-off the 
sum of $210,551.16. Over half of this accrued in the Immigration Branch and 
represents advances made for repatriation and subsistence to distressed Cana
dians abroad during the period 1925-45 ($26,801.26), and the uncollected balance 
of loans made for transportation from Great Britain to persons destined to 
domestic work in Canada under the British Empire Settlement Scheme during 
the period 1923-31 ($117,797.59). These amounts represent the residue after 
the Department had succeeded in collecting the greater portion of such advances. 
Efforts to collect have been discontinued, as many of the debtors are dead 
while others cannot be located.

Department of National Defence

This Department submitted recommendations for write-off amounting to 
$1,266,320.28 of which the Interdepartmental Committee accepted $1,006,605.04 
and referred the remainder back to the Department for further efforts to collect.

Claims against municipal and provincial authorities amounting to $781,- 
636.58 for aid to civil power were included in the Department’s recommenda
tions. All have been outstanding for many years, the most recent dating from 
1925. The Department, over the years, has made vigorous efforts to collect 
but with little success. In the one or two instances where suit was entered and 
judgment obtained nothing was realized under the judgment. The Interdepart
mental Committee concluded that although these claims were against existing and 
apparently solvent organizations and therefore did not fall within their defini
tion of uncollectables, in the face of refusal by the municipal and provincial 
authorities to pay, further efforts to collect would be fruitless. Consequently 
the Department’s recommendation has been accepted.

Department of National Revenue

The Customs Division submitted a list of items totalling $100,334.75, of 
which the Interdepartmental Committee have recommended the write-off of 
$99,481.06.

The Excise Division reported as uncollectable a total of $213,523.27 repre
senting an accumulation of arrears of Sales and Excise taxes during the period 
1929-1939 which the Department, after making every possible effort, were 
unable to collect. The debtors in most of these cases wrent out of business, 
became bankrupt, or in a few cases, were unable to pay. A number of the 
items represent balances outstanding after the Department had managed to 
collect a portion of the debt either by way of compromise or by receipt of divi
dend through bankruptcy proceedings. The Interdepartmental Committee were 
satisfied that all efforts to collect these items had been exhausted and that there 
was no point in continuing to carry them in the accounts.

Post Office Department

Items totalling $27,686.32 were submitted by this Department, and the 
Interdepartmental Committee agreed that a recommendation to write off all 
these items was in order.

Department of Public Printing and Stationery

This Department submitted a list of items totalling $8,809.61 of which the 
Interdepartmental Committee have accepted $7,609.16 for a recommendation for
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write-off. Some of these accounts date back as far as 1891. In recommending 
write-off, the Interdepartmental Committee noted that approximately 92 of 
these cases fell into categories where the debtors were either deceased or 
bankrupt, the amount and date of the debt did not justify further action at this 
date or where the records of the Department were insufficient to establish a 
legal claim.

Privy Council Office

This Department had only one item to report, covering an overpayment of 
salary of $17.11. Every effort, other than legal action, had been made to collect 
without success. As legal action would cost more than the amount involved, 
the Interdepartmental Committee considered it more practical to recommend 
write-off of the item.

Department of Public Works

This Department submitted three separate reports, as follows :
1. The Chief Engineer’s Branch reported as uncollectable a total of 

$122,149.36, which the Interdepartmental Committee have accepted in total. 
This amount is made up of miscellaneous arrears of accounts, the bulk of 
which covers unpaid slide, boom and works due for the period 1861-18911.

2. The Government Telegraph and Telephone Branch (which is presently 
part of the Department of Transport), reported on a total of $5,883.26, in 
respect of which the Interdepartmental Committee have also agreed to make a 
recommendation for write-off. The bulk of this amount consists of a large 
number of small accounts in arrears for telephone and telegraph services. The 
debtors involved have become bankrupt, have died or have disappeared.

3. The Chief Architect’s Branch reported a total of $36,757.33, of which the 
Interdepartmental Committee have accepted and have recommended for write
off on $29,603.43. This amount is made up completely of arrears in rentals on 
living accommodations expropriated by the Department and leased to private 
tenants. In most of these cases the debtors were unable to pay with no alter
native premises at their disposal, in other cases the tenants declined to pay on 
account of the dilapidated condition of the buildings. The Interdepartmental 
Committee were satisfied that reasonable efforts were made to collect the most 
of these accounts and that further efforts would produce very little results.

Department of Secretary of State

This Department reported on items totalling $171,315.66 in respect of which 
the Committee have recommended that $29,682.92 only be written off.

Of the amount not recommended for write-off, $141,391.54 represents arrears 
of fees related to naturalization proceedings collected by Clerks of the Courts 
and refundable by them to the Department after they have retained a maximum 
of $2,000 per annum. Most of these Clerks have refused to refund this excess 
on the grounds that it is consumed in hiring extra help required to handle the 
larger number of applications received. While there was no doubt that a portion 
of this amount was uncollectable due to the death, retirement or removal of 
some of these clerks, the Interdepartmental Committee did not have on hand 
the details segregating the items falling in this category and consequently could 
make no recommendations for writing off specific items.

Department of Trade and Commerce

This Department submitted a number of items totalling $42,385.32. The 
Interdepartmental Committee agreed to recommend the write-off of all these 
items.



PUBLIC ACCOUNTS 689

$37,432.79 of the above amount represents cullers' fees accumulated during 
the years 1855-1893 in the old Department of Inland Revenue. Cullers were 
employed and paid directly by the Government; lumber companies, requiring 
their services in turn paid fees to the Government. In some cases, however, the 
fees were paid to the cullers who failed to remit the amounts to the Receiver 
General. In other cases, the lumber companies failed to pay the fees altogether. 
In view of the lapse of time sipce the accumulation of these arrears, the Inter
departmental Committee considered that it would now be impossible to collect 
any portion of this amount.

Department of Transport

This Department submitted a list of items totalling $190,296.19, of which 
the Interdepartmental Committee have accepted and have recommended for 
write-off a total of $179,812.97. The bulk of this amount is made up of old 
arrears in rental for use of water power, Government wharves and other canal 
structures. A number of small miscellaneous items such as overpayments of 
salaries, outstanding advances, sale of publications, under remittances of radio 
licence fees, etc., make up the balance.

Department of Veterans Affairs

This Department submitted recommendations in two groups, one covering 
activities related to pensions payments and veterans allowances and treatment 
and the other covering losses sustained through the operations of the Soldier 
Settlement Board.

The first group was made up of a large number of overpayments of service 
and disability pensions, veterans allowances, and certain re-establishment expen
ditures and amounted in all to $518,445.02. Included in this amount was an 
item of $88,005.40 representing cost of vocational training given to Imperial 
servicemen during the years 1919 to 1923 who were ineligible for training, under 
British regulations. It appeared to the Interdepartmental Committee that this 
item was not an enforceable claim against anyone and as any expenditure 
incurred had already been charged to departmental appropriations there was no 
necessity for write-off. The Interdepartmental Committee accepted the Depart
ment’s recommendation in regard to the remaining $430,439.62.

Total recommendations made by the Department relating to land settle
ment activities amounted to $27,869,905.43 of which $27,857,859.99 were losses 
sustained on resale of property abandoned by settlers and $12,045.44 representing 
minor losses on administration and operating expenditures.

Losses on resales of abandoned properties, because of the provisions of 
Sec. 22 sub-section 4 of the Soldier Settlement Act in the case of soldier settlers 
and because of a covenant in the agreements of sale in the case of civilian 
purchasers, became personal obligations of the original buyers. Thus there 
are claims against soldier settlers amounting to $23,506,833.45 and against 
civilian purchasers amounting to $2,868,271.22. The number of individuals 
involved is over 19,000. The Interdepartmental Committee was informed that 
there has never been any action taken to enforce these claims against either 
soldier or cilivian purchasers. Because of this policy, adopted at the outset 
of the scheme and pursued down to the present time, the Interdepartmental 
Committee thought no good purpose would be served by asking for an examina
tion of the solvency of individual debtors. Such an examination would be very 
incomplete and any attempt to enforce a claim now would be most discriminatory. 
However the Interdepartmental Committee cannot say that the whole of these 
claims are uncollectable. Endorsation of the policy followed is a matter to be 
determined by the Executive. Subject to such endorsation being given, the 
Interdepartmental Committee is of the opinion that both groups of claims should 
be written off.
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Losses on resales of lands repossessed from settlers under the British 
Family Settlement Scheme amounted to $1,482,755.32. There were no personal 
covenants attached to the agreements under which these lands were originally 
purchased and consequently no claims against individuals have arisen. The 
Interdepartmental Committee accepts without qualification the Department’s 
recommendation that this amount be written off.

Your Committee, from the evidence adduced, is satisfied that the Inter
departmental Committee has studied carefully the circumstances of each case 
submitted by the various Departments. Although your Committee did not 
duplicate that work, it came to the conclusion that the recommendations of 
the Interdepartmental Committee were arrived at in good faith and after con
siderable study.

Your Committee recommends that the appropriate measures be taken to 
obtain Parliament’s approval of write-off of the sums which the Interdepart
mental Committee has considered as uncollectable; such measure to be drafted 
in such a way that the powers thus conferred be limited by the exact terms of the 
Interdepartmental Committee’s report and to such cases as are included in 
the eighteen schedules forming part of that report.

Notwithstanding the above recommendation, your Committee is of the 
opinion that some Departments have, in the period under review, i.e., previous 
to 1940, shown laxity in the pursuing of collection of such sums due the Crown 
and that part of these debts might have been collected had the proper efforts 
been made within a reasonable time of the inception of the debts.

Your Committee is of opinion that the collection of all debts not recom
mended for write-off by the Interdepartmental Committee be pursued vigorously 
and reported on yearly, and that a further screening of the debts recommended 
for write-off be made by the Departments during the present year.

Your Committee has been assured by the witnesses, Messrs. Rettie and 
Landry, that a more systematic procedure of collection is now followed. The 
Committee is of opinion that such methods are necessary and that the need to 
follow closely all accounts be emphasized to departmental officials.

All of which is respectfully submitted.
L. PHILIPPE PICARD,

Chairman.

Thursday, June 28, 1951.

The Standing Committee on Public Accounts begs leave to present the 
following as its

FOURTH REPORT
Your Committee reviewed all the items of the Auditor General’s report for 

the year ending March 31, 1950.
Your Committee, during the course of five meetings, heard evidence on the 

whole of this report from Mr. Watson Sellar, Auditor General. Mr. R. B. Bryce, 
Assistant Deputy Minister of Finance, attended four of these meetings and was 
called to give evidence on certain matters.

Your Committee wishes to express its appreciation of the help and co
operation of these officials.

Most of the matters considered for recommendation by the Committee and 
dealing especially with parliamentary control over Crown Corporations and 
the regulating of special warrants as a source of authority for expenditures, are 
covered in Bill 401, the Financial Administration Act, first reading of which was
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given on June 25, and your Committee will therefore have further occasion 
to look into these matters when this bill is referred to the Committee as has 
already been announced.

The report of evidence before your Committee concerning the remuneration 
of electoral officers was forwarded to the Chairman of the Special Committee 
appointed to study the Dominion Elections Act for any action the said Com
mittee may deem fit to take.

The apportionment, as between the C.B.C. and the International Shortwave 
Service, of the cost of office space occupied by the latter, as well as the cost of 
the C.B.C. building in Montreal were considered to be matters that might best 
be referred next year to the Public Accounts Committee or to a Committee that 
might be appointed to deal especially with the whole financial aspects of C.B.C. 
administration.

A copy of the Minutes of Proceedings and Evidence of March 8, 15, 16, 20, 
and April 4 is appended hereto.

All of which is respectfully submitted.
L. PHILIPPE PICARD,

Chairman.

Friday, June 29, 1951.

The Standing Committee on Public Accounts begs leave to present the 
following as its

FIFTH REPORT
Pursuant to a decision reached at its first meeting, your Committee, after 

considering the Auditor General’s report as previously reported, embarked into 
the examination of the Public Accounts of the Department of National Defence 
for the year ending March 31, 1950, totalling $380,948,197.62. Twenty-two 
meetings were devoted to this work.

Your Committee heard from the Department of National Defence Messrs. 
C. M. Drury, C.B.E., D.S.O., E.D., Deputy Minister, and Mr. A. E. Ross, 
C.M.G., Associate Deputy Minister, and from the Canadian Commercial Cor
poration, Mr. W. D. Low, O.B.E., Managing Director, assisted by Mr. W. J. 
Atkinson, O.B.E., General Purchasing Agent and Mr. F. F. Waddell, Secretary 
and Legal Adviser.

Your Committee wishes to express its appreciation to these officials for their 
help and co-operation.

The Right Honourable C. D. Howe, Minister for Defence Production, and 
Minister in charge of Canadian Commercial Corporation during the period under 
review, 1949-1950, appeared before the Committee on June 19, 1951.

While directed by its Order of Reference to consider the Public Accounts 
of National Defence for the year ending March 31, 1950, your Committee has 
received evidence on certain of the department’s activities subsequent to this 
date when this was considered necessary for the better understanding of the 
situation prevailing during the year under review.

Your Committee first considered a memorandum submitted by the Deputy 
Minister of National Defence on his department’s efforts at controlling expendi
tures. It dealt more particularly at that stage with the following questions: 
educational facilities for recruits in both the active and the reserve army; 
hospital accommodation; medical services; training of the reserve units; equip
ment and supplies; size of units; army motor transport; construction generally; 
architects and engineers’ fees; manufacture of airplanes; cost, methods and 
results of recruiting campaigns, and strength of the reserve force.
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Your Committee then proceeded to examine Messrs. Drury and Ross on 
the items of the Public Accounts for the Department of National Defence con
tained on pages N-2 to N-54 inclusive, while retaining for further consideration 
items understood to come more specially within the purview of the Canadian 
Commercial Corporation. It dealt more particularly at that stage with the 
following matters:

« Air Transport Command, R.C.A.F.; purchases of materials and supplies ; 
purchases of equipment from the Government of the U.S.A.; procurement of tank 
spares from the Government of the United States under the Mutual Defence 
Assistance Act; advances to the British Admiralty; advances made to Catiadair; 
manufacture of army planes; advisability of making guns in Canada; damage 
claims; service background, duties, pay and allowances of military, naval and 
air attaches in Washington; separate family allowances; rental allowances; 
grants to military associations, institutes and others ; Exchequer Court awards ; 
grants to families of deceased employees; pensions and other benefits; payments 
under Militia Pension Act; allotments, Imperial War Graves Commission; 
Travel and Transportation, pay and allowances of Army, Navy and Air Force; 
camp attendance of the reserve force; allotments for active and reserve force; 
Northwest Territories and Yukon Radio System ; Northwest Highway System; 
allotments Royal Canadian Navy, Reserve and Sea Cadets ; acquisition, con
struction and purchase of properties for Navy; telephone service; allotments 
Air Force, reserve and cadets ; pay and allowances for Air Force; acquisition, 
construction and purchase of properties for Air Force ; engineers’ and architects’ 
fees; defence research and development; insurance, pension and guaranty 
accounts.

On his first appearance before your Committee, Mr. Low described the 
activities of the Canadian Commercial Corporation, and its policy of establishing 
prices and awarding contracts by way of competitive “tenders in all cases where 
it was possible to do so, and to seek out all possible sources of supply irrespective 
of any consideration except to provide what was needed in the time required 
and at the lowest possible price”.

The witness stated: “In order to carry out this policy, the purchasing 
division at Ottawa, and each of the thirteen district purchasing offices operated 
by the Corporation in Canada, maintained complete classified mailing lists 
showing the names of all suppliers who had requested an opportunity to tender, 
and any others who were considered to be in a position to manufacture or supply 
each type of stores or services. These lists were reviewed constantly and kept 
up to date to ensure the widest possible distribution of invitations to tender in 
order to obtain the competition necessary to secure low prices.

Tenders for construction projects, the cost of which were in excess of $5,000 
were invited by means of public advertisement in the press. About 95 per cent 
of the contracts placed by the Corporation were awarded as the result of 
competitive tenders, and the remainder by direct negotiation”.

The witness classified in the following.order of preference the four types 
of contracts negotiated by the Canadian Commercial Corporation: firm price 
contracts placed as a result of truly competitive tenders ; contracts granting 
cost plus a fixed fee based on a target; contracts providing a ceiling price with 
a profit limitation; contracts granting cost plus a percentage of profit.

From the evidence, it appears that “during the fiscal year 1949-50 the 
Corporation awarded 84,600 contracts in all on behalf of the Department of 
National Defence, the total value being $221,538,679.59”, such contracts being 
for goods, services and construction.

The Committee examined the witness on different aspects of the memo
randum he submitted and more particularly on the following matters: methods 
of calling for tenders; -choice of the successful bidder; advisability of apportion
ing contracts as between all provinces; purchases in the U.K. and the U.S.;
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local purchases ; choice of engineers and architects and their fees ; types, classes 
and forms of contracts ; purchase of coal for Esquimalt; repair work on the 
Peace River bridge ; number of contracts in different price categories; advances 
to Canadair in connection with the production of F. 86 airplanes ; advisability 
of restricting invitation of tenders to areas where goods, services or construc
tion are needed; stockpiling of raw materials; inspection services.

Members of the Committee were asked to submit lists of any contracts on 
which they wanted particular information and such information as was requested 
was submitted by the witness.

Your Committee performed a considerable amount of work and covered 
extensive ground ; all witnesses asked for have been heard, all documents 
requested were produced1 and no trouble was spared by Messrs. Drury, Low 
and Ross to satisfy Committee members with detailed answers- to their ques
tions.

Your Committee, on the other hand, w^as not able to go deeply enough 
into all the detailed accounts of each of the numerous items totalling $380,948,- 
197.62 to express a definite opinion as to the propriety of all these items of 
expenditures, or as to the efficiency of all operations performed by these depart
ments, but it is pleased to note that through the evidence adduced and the 
documents produced, it has found no grounds to cast -blame on the Depart
ment of National Defence or the Canadian Commercial Corporation, or their 
officials, on any of the items looked into.

Your Committee was pleased to note also that considerable effort was 
evidenced on the part of the higher officials of these departments in order to 
maintain -a steady check on expenditures through constant circularizing of their 
employees to advocate the need for economy, through detailed inspections of 
works and materials, and through a systematic screening of requisitions; at each 
level of authority.

A copy of the Minutes of Proceedings and Evidence of April 17, 24, 26, 
May 1, 3, 8, 10, 15, 16, 22, 24, 29, 31, June 5, 7, 12, 19, 21, 26, 27, 28 is 
appended hereto.

All of which is respectfully submitted.
L. PHILIPPE PICARD,

Chairman.





EVIDENCE
June 26, 1951. 

11.40 a.m.

The Chairman : Gentlemen, we have with us today the deputy minister of 
National Defence and the associate deputy minister of National Defence. They 
will answer questions concerning different reports which they have filed with 
the committee. Some answers have also been given on which members have not 
had an opportunity to question.

Mr. C. M. Drury, Deputy Minister of National Defence, called:

By Mr. Robinson:
Q. Mr. Chairman, I have a few questions arising out of a report which was 

filed some time ago, particularly in connection with a table of pay and allowances, 
etc., payable to army personnel at Washington, the table appearing on page 645 
of the proceedings of the committee.

I notice in the return which was tabled and which appears, as I said, on 
page 645, that there is one column headed “supplementary” and 1 would like to 
ask Mr. Drury whether the column “supplementary” refers to the same matters 
which appear on page N-12 of the public accounts under the heading of “living 
and representation allowance”?—A. It does, Mr. Chairman.

Q. And similarly there is a heading “rental” in the return. Is that the same 
subject matter as “rental allowance” on page N-12 of the public accounts?—A. It 
is the same, Mr. Chairman.

Q. Then, with regard to the living and representation allowance, I notice 
on page N-ll of the public accounts that there is a supplementary allowance for 
duty outside of Canada, and on page N-12, there is a special allowance to certain 
defence personnel. I wonder if the witness would explain the difference between 
those two—when one is used and when the other is used.—A. The special allow
ance to which reference was first made covers those, officers who have diplomatic 
or quasi diplomatic functions, and those are the ones referred to on page N-12. 
The supplementary allowances for duty outside of Canada on page N-ll are 
supplementary allowances paid to personnel without diplomatic or quasi diplo
matic functions. Those allowances are paid to individuals going on course 
abroad carrying out specific tasks abroad, but not in relation to diplomatic or 
quasi diplomatic negotiations—having no representational functions to fulfil.

Q I see Then, under the heading “living and representation allowance” 
I notice for instance’ in the navy a commodore and a commander appear at the 
same rate $7 056 There is a difference in rank but apparently the representa
tion allowance is the same. What is the basis on which the allowance is paid? 
-—A I am not too sure, Mr. Chairman, where Mr. Robinson is looking at the
eomenhjn _12 0f the public accounts it will be noted that a commodore
is paid a living and representation allowance of $7,056, and a commander is paid 
at the same rate. I was wondering if the allowances were paid on the basis of 
rank or on some other basis.—A. Their functions are related to foreign service 
officers in the Department of External Affairs and the scale of allowances is
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related to that of the corresponding grade of foreign service officer. When our 
military personnel are sent abroad we agreed with the Department of External 
Affairs as to the equivalent grade those men would enjoy if they were in External- 
Affairs.

Q. Then, there appears to be some discrepancy between the amounts 
mentioned under living and representation allowance on page N-12 of the public 
accounts and the amounts appearing under what has been given as the same 
heading in the return which was tabled in this committee a short time ago. For 
instance, with regard to the military attache at Washington, in the public 
accounts the amount is shown at $7,056. In the return that amount is shown at 
$6,948. If you go through each of the items of the return and compare them with 
each of the items in the public accounts in not one case is the amount the same.
:—A. If you will look in the last sentence in the explanation of the table on page 
N-12 it reads: “annual rate of living and representation allowance in effect as 
at 31st March, 1950”. So that the first column is a rate, not the actual payments 
made. For rental allowance paid again it is the rate at which the payment was 
made, not the actual payments.

Now, the table that we put in, shown at page 645, is in fact the amount of 
the total payments made.

Q. Then, N-12 shows rates and the return shows actual payments?—A. That 
is correct.

Q. Is that the same with regard to the rental allowances? I was never quite 
clear as to the meaning of that. It says: “rental allowance paid during the fiscal 
year”. That would appear to be the actual amounts.—A. I think that the word 
“paid” refers to the rate—the actual rates paid during the year.

Q. For instance, in one case the rental allowances are exactly the same. 
That is what made me wonder whether this page N-12 refers to actual payments 
in the rental category or not.—A. In a case where the man was there for 
the whole period of the year and no changes were made the rate of payment 
would be the same as the payment, but if you will look at the table on page 
645 you will see shown two men, both naval officers with the rank of commodore. 
One amount is quite small, that for Commodore Godfrey. The rental allowance 
is $382.14. For Commodore Lay the rental allowance is $1,285.98. The reason 
for that is that there was a change during the year and, while they were paid at 
an annual rate, in fact the expenses were shared between those two officers.

Q. With regard to rental allowance I notice from the remarks at the foot 
of the table on page 646 in the return that there is a ceiling on the amount 
which the government might be required to pay, but in a good many cases 
as shown in the table on page 645 that ceiling is exceeded. For instance, in 
the case of one brigadier, almost $200 a month appears as the government’s 
share. Is there any limit on the rental which might be allowed to these officers?—• 
A. There is no limit laid down. The arrangement is that up to a certain 
amount the individual pays the larger proportion and the government pays 
the smaller proportion, but above a fixed sum the government pays the whole 
of the balance.

Q. Well, according to the comment on page 646, Treasury Board approval 
must be obtained where the government’s share is greater by $900 than the 
individual’s share?—A. That is correct.

Q. Well, in a good many cases on the table on page 645 the government’s 
share is more than $900, and I was wondering if Treasury Board approval 
had been obtained in each of such cases.—A. In every case Treasury Board 
approval was obtained.

Q. Has Treasury Board ever turned down an application or ever refused 
approval in a rental case?—A. Not to the best of my knowledge. There is a 
very thorough study given to each of those cases and the officers concerned 
are aware of the fact that their proposals in this regard are going to be very
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carefully scrutinized. They are at some pains to insure that they are in fact 
achieving the most economical means of living, and the result has been that 
Treasury Board has not turned any down.

Q. Mr. Drury, the table on page 645 is the complete amounts of all pay 
and allowances, etc. to various officers. There are no other perquisites what
soever that they might be in receipt of?—A. It is difficult to say there are no 
other “perquisites”. There may be some articles of service issue which are not 
shown here.

Q. I am not concerned with that.—A. There is not, for instance, any 
amount put down here for the cost of any medical services they might have 
had—which is normal.

Q. That is normal routine but would any of those officers be in receipt 
of pensions, for instance?—A. Pensions?

Q. Yes.—A. No.
Q. What is the situation with regard to the payment of income tax? Were 

they exempt from income tax in this fiscal year?—A. No, they paid income tax.
Q. Then I note that, for instance, the total pay and allowances, etc., as 

shown on page 645, to a military attache at Washington who held the rank 
of brigadier would be $17,902.10. I may say in picking out these cases I am 
taking cases where the officer has been in a position for the entire fiscal year 
under consideration. In several cases there was an overlapping of duty and it 
would be impossible to make a comparison. In the case which I am mentioning 
it appears that the particular officer held the particular position for the entire 
fiscal year. So, we have a brigadier holding the position of military attache, 
receiving $17,902.10. We have an assistant naval attache with the rank of 
commander receiving $14,253.44. We have in the air force an assistant air 
force attache with the rank of group cap.tain receiving $14,295.22.

Now, I was wondering if you could do this for me, Mr. Drury. If those 
three officers had been on active service say in Korea during the fiscal year 
under consideration, could you tell me what their pay and allowances would 
be under those circumstances?—A. Had each been a regimental officer on duty 
for a full year in Korea?

Q. Yes. Let me make it easier. Take the case of the brigadier. Let us 
say the brigadier instead of being at Washington had been in Korea in charge 
of a brigade. Can you tell me what his pay and allowances would have been? 
—A. Well, his pay and allowances would be those given.

Q. I would suggest that you follow the headings in the table on page 645 and 
say what he would receive under each heading and then we can arrive at the 
total.—A. For a brigadier in this year in question, had there been in that year a 
war in Korea—a brigadier, I may say in passing, now gets in Korea more than 
the figure shown here.

q Yes, but for purposes of this comparison we would have to compare the 
same fiscal year.—A. You would have to.

Q. Yes._A. A brigadier would have received as pay a sum of the order of
$6,936. Now, I say “of the order” because he receives an increment in relation 
to time in rank, and it would depend on how long this brigadier in Korea had been 
in that rank.

Q Well, in each case will you compare as to the particular brigadier shown in 
this case?—Â. I would have to get the details of Brigadier Taber’s service.

Q. That is not necessary, is it?
The Chairman: If we wait for that our meetings might be over.

By Mr. Robinson:
Q A brigadier does not increase. After the three years it is at the basic 

rafp _A Ym T am sorrv It would be the same regardless of time in rank.
‘ Q That would be $6.936'?- A. $6,936, the same.
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Q. Yes. Then, would he be receiving any subsistence allowance?—A. He 
would not be receiving subsistence allowance in the field inasmuch as he is pro
vided with rations.

Q. And the marriage allowance?—A. Marriage allowance; he would be 
receiving the same marriage allowance.

Mr. Sinclair: And how much is that?
Mr. Robinson: $480?
The Witness: $480, $40 a month.

By Mr. Robinson:
Q. And would he receive a separated family’s allowance?—A. He would 

receive a separated family’s allowance.
Q. Of how much?—A. I would have to get that information. I will look 

that up. The rate varies according to rank. He will receive a separated family’s 
allowance of which I will give you the amount in a moment. He would not receive 
the supplementary representation allowance. He would not receive rental allow
ance. Travelling allowances would depend on the duties he was called on to per
form. Now, he may, in command there, be sent a number of places and he 
would be reimbursed the expenses he incurred travelling on duty; it is difficult to 
estimate what they might be.

Q. Have you got the figure yet for the separated family’s allowance?—A. It 
would be of the order of $80 per month, or $960 a year.

Q. $960 a year. Now, are there any other pay or allowances to which the 
brigadier on active service would be entitled?—A. Not in that fiscal year.

Q. Well, then if my figures are correct, the same officer on active service 
would have received in the fiscal year under consideration $8,376, and if you 
deduct the travelling allowances paid to the brigadier at Washington, the total 
amount is $17,210, that is, the same officer stationed at Washington would 
receive $17,724.10. Is that correct?—A. That is correct.

Mr. Campney: That would offset your rations against subsistence?
Mr. Robinson; What is that?
Mr. Campney: You have not offset your rations against subsistence.
The Witness: When you say he receives the number of dollars he does 

receive the brigadier in Washington is merely reimbursed for expenses he has 
incurred, and the brigadier in Korea is not reimbursed for the provision of 
quarters because he is provided quarters free. He is not reimbursed in respect 
of food because he is provided with food free.

Mr. Sinclair: Most of his travelling expenses are free, too.

By Mr. Robinson:
Q. Out of the amount of $8,376 which the brigadier on active service would 

receive he must maintain his family at home, is that not correct?—A. You 
have included the separated family’s allowance?

Q. I have included the separated family’s allowance.—A. Yes, that is 
correct. ,

Q. Whereas the brigadier at Washington would be maintaining his family 
with him in Washington.—A. Or otherwise he would be in receipt of a separated 
family’s allowance.

Q. But as it is not shown we have to assume that he is maintaining his 
family in Washington.—A. That is correct.

Q. So the brigadier in Washington receives just about double what the 
brigadier on active service receives.—A. He is in receipt of just about double 
the numlber of dollars as is the brigadier in the field but I would suggest that 
he does not receive in real terms double what the brigadier in Korea gets.
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Q. Yes; now, I do not want to labour the point but with regard to the 
naval attache and the assistant naval attache and the assistant air force attache 
I imagine somewhat the same situation would be in effect, is that correct?— 
A. The comparison you have made as between the two brigadiers would be 
substantially the same for the other two services.

Q. That is all, thank you.

By Mr. Sinclair:
Q. I would like to put in one or two supplementary questions on that 

because the impression might get abroad that these are the plums. First of 
all, the men whom you post as military attaches are all men with good combat 
records, they have had service in places like Korea?—A. They have had war 
service, but when you say in places like Korea, fortunately we have not had 
many places like Korea.

Q. The second question is: These expenses are not expenses incurred because 
of their own living standards but because they are representing our country and 
trying to get the military information we want. And the third question, is this: 
As far as travelling allowances are concerned, in the field you can travel in 
military equipment but in Washington an attache in visiting air plants and 
the like would do that in Canadian government vehicles. I think General 
Pearkes -could speak to advantage on that.—A. I think, if I may in a way 
answer wh-at Mr. Sinclair has said, to my personal knowledge there is no man 
serving as an attache who would not prefer if he could- arrange it in any way 
to go out to a command in Korea. Given a choice he would take the command 
in the field in spite of the apparent—and they are apparent, and only apparent— 
inequalities.

The Chairman : When you say they have war service records, do they all 
have combat service records; I mean all these people whom Mr. Robinson asked 
questions about? Have they war service records?

Mr. Robinson: They all have excellent records.
The Witness: The record of service is contained- in the pages preceding 

page 645.

By Mr. Pearkes:
Q. The question I want to ask is this: In the year under discussion was 

there a brigadier in Korea?—A. No, sir.
Q. Then that was purely a hypothetical case.—A. That is correct.
Q. And since there has -been a brigadier in Korea have there been any 

increases to his allowances or to his pay and supplementary pay, or anything 
of that nature?—A. There have been, since this period, increases in his pay.

Q. So it would be reasonable to assume that had there been a brigadier in 
Korea in this year under discussion that probably his pay would have been 
higher than that which was suggested as being the pay of this hypothetical 
brigadier who was not in Korea at the time. The thing I am getting at is 
this: I think it is rather unfair to try and bring out the fact that an officer 
stationed in Washington was receiving a great deal more pay than a man who 
was on active service.

Mr. Robinson : No, Mr. Chairman—
The Chairman : I do not think the word “unfair” is the right one.
Mr. Robinson : The general is accusing me of being unfair. I think I have 

been fair. The only way the comparison could be made was in the fiscal year 
under consideration.

Mr. Pearkes : If you do not like the word “unfair” I will withdraw it.
The Chairman: The word “unfair” is hardly parliamentary.

88627—3
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Mr. Pearkes : I will say it is a very difficult comparison to make between 
a brigadier serving in Washington and a brigadier who did not exist but who 
was assumed to be serving in Korea under conditions which exist today when 
there is a brigadier serving there.

The Chairman: I do not want to interfere in the discussion but maybe 
if we knew what the increase in pay to a brigadier serving today in Korea is 
it might help.

Mr. Robinson : What is the pay today?
The Witness: I have not got that information here ; it is not within the 

period 1949-50.
The Chairman : We have ruled before that a question can be carried on 

into the next year if it is of service to the committee. I am sure the gentlemen 
who are before us today might very easily tell us what is the pay today of a 
brigadier in Korea.

Mr. Benidickson: That would not be helpful unless we found out if there 
has been an increase in the same period for the brigadier in Washington.

The Chairman: Can I get any answer?
Mr. Ross: I am sorry, I have not the figure.
The Chairman : Do you know how much you pay a brigadier today in 

the field?
Mr. Robinson : Let us ask, then, if there has been an increase to the 

brigadier in Korea has there also been an increase to the brigadier in Washington?
The Witness: Yes.
Mr. Robinson : There you are.
The Chairman : If we have a statement in the record that pay has been 

increased, we ought to know by what amounts we have dealt more generously 
with the brigadiers. Can any of you gentlemen supply that figure?

The Witness: We will get that right away.
(Later)
The Witness: Can I give you this information required earlier?
The Chairman : Yes.
The Witness: The basic pay for a brigadier in Washington or in Korea 

now would be $8,268 per annum.
Mr. Robinson : What does that work out to per month? It is the monthly 

rate which is given in the public accounts.
Mr. Ross: $689.
The Witness: $689 per month. The marriage allowance remains the same 

at $40 per month, or $480 per annum. The subsistence allowance, only payable 
to the brigadier in Washington, is $128 per month, or $1,536 per annum. The 
brigadier in Korea receives rations in kind. The separated family allowance 
payable only in relation to the brigadier in Korea would be now at the rate of 
$128 per month,—excuse me; the separated family allowance would be at the 
rate of $113 per month, or $1,356 per annum. The living and representation 
allowance payable only in relation to the brigadier in Washington would be at 
the rate of $6,408 per annum. The rental allowance for a brigadier this year in 
Washington would depend on the accommodation that he was able to secure. 
And travelling likewise in both instances would depend on what travelling he 
would be called upon to do.

Mr. Sinclair: What about tax credits?
The Witness: The tax credit for the brigadier in Korea would work out at 

the rate of $30 per month.
Mr. Sinclair: On 365; that is right.
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By Mr. Macdonnell:
Q. What was this third last figure?—A. That • would be payable to the 

brigadier in Washington.
Q. What was that figure of $6,408?—A. That was living and representation 

allowances. It is shown in the table on page 645 under the heading of 
“supplementary”.

Mr. Gibson : I think it should be recognized that the wife af a diplomatic 
representative has to work very very hard ; she probably has to work harder 
than her husband.

Mr. Sinclair: The wife of a soldier in Korea also has to work pretty hard 
to raise a family by herself.

Mr. Gibson : It all depends on what point you are making.
Mr. Sinclair: There is no point in what you are trying to make.
The Chairman : Have you any further questions, gentlemen?

By Mr. Nowlan:
Q. I would like to direct the witness’s attention to one matter which arises 

from page 632 of the minutes. I might say, Mr. Chairman, that I asked for the 
file on H. W. Lee and several other of the architects referred to, and in every 
case the contract was not in the file. I want a little more information as to the 
basis of payment. We see engineering services covering complete plans and 
working drawings, specifications, and bill's of material. Do I understand, Mr. 
Chairman, that an architect would get a fee for drawing the plans and details 
in connection with these buildings?—A. For drawing plans and writing specifica
tions, that is correct.

Q. What would be the fee on that?—A. We will have to obtain the contract 
from the Canadian Commercial Corporation because it is the Canadian Com
mercial Corporation which made the contractual arrangements with Mr. Lee.

Mr. Ross: Mr. Chairman, the file produced shows the payments made by 
the department. What you want is the contract?

By Mr. Nowlan:
Q. Yes. One other matter: bills of material. It is on the same item. What 

does that mean, the term “bills of material”?—A. “Bills of material”, as I under
stand it, is a construction term for the lists of materials required to erect a 
building.

Q. Would he receive a commission on those materials as well?—A. His 
commission was not related to the cost of the materials as such. He was paid 
a fee for drawing up a list of materials required, in the same way as he is paid 
a fee for producing the drawings ; it is part of the .specifications.

Q. So it did not include the cost of the materials?—A. It did not include the 
cost of the materials.

Q. But in his final letter he said he had only prepared 5 per cent of the bills 
of materials and therefore it was not in his fee. Would not that suggest that his 
fee was based upon a commission on the bills of materials?—A. His fee would 
be—I am not sure of this particular contract—but generally, the fee is based on 
the total cost of the building; and included in the total cost of the building would 
be the cost of materials.

Q. As of that date?—A. As of that date.
Q. It is more or less a fictional figure, as far as practical application is 

concerned?—A. We had some success in getting firm price contracts and actu
ally having our estimates agree with the tender.

Q. How many buildings, the plans of which were prepared, have been actu
ally built by the department?—A. That I cannot answer offhand. We would 
have to find that out for you.
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Q. I would like to know’ how' many, and w’here they are. Do you know how 
many buildings there are, the plans of which he prepared?—A. I do not 
know the details; I have not got them here this morning.

Q. You could get the number of buildings?—A. We can.
Q. And also the places and the commission on the bills of materials?— 

A. We can.

By Mr. Fleming:
Q. On page 631, the fourth item from the bottom, I read:

Fort St. John, B.C., and the supervision of the erection of the said 20 
houses . . . $10,371.63.

Is that fee one for the supervision of the erection of those 20 houses?— 
A. That is correct.

Q. How’ is that fee arrived at? Is it a per unit fee, or is it established on 
some other basis?—A. It is generally established on the basis of a percentage of 
the value of the work done.

Q. How is it fixed in this case?—A. Again, I cannot answer from personal 
knowledge, as the contractual arrangements were made by the Canadian 
Commercial Corporation.

Q. The fee there works out at about $500 per house, just for supervision?— 
A. That would represent, at 5 per cent, a house of $10,000 in value. If the 
fee were 5 per cent, the house would have to cost $10,000 in order to get a 
fee of $500. And the houses in question at Fort St. John are more expensive 
than $10,000. They run around $13,000.

Q. This is a fee for supervision only. It has nothing to do with engineering 
services rendered either prior to construction or incidental to the design and 
supervision. This is a separate fee for supervision only?—A. That is correct.

Q. On page 632 about the sixth item down, I read:
Architectural and engineering services in connection with the design 

of the building to meet naval requirements, $40,000.
How is that fee determined?—A. Again I have no personal knowledge about 
that, because it was negotiated and determined by the Canadian Commercial 
Corporation. But it would generally be computed on the basis of a percentage 
of the value of the estimated cost of the building to be erected.

Q. Was that building in fact erected?—A. It is in the course of erection 
now. It is, I think, a heating plant and building at the naval station at 
Shearwater.

Q. What is the estimated cost of the building?—A. Approximately $1,300,000. 
That is for the heating plant and the associated building.

Q. If you do not know the details I shall not pursue it, but do you know 
the percentage that was applied and the amount to which the percentage was 
applied with respect to this fee of $40,000?—A. I do not know.

Q. You would have to go to the Canadian Commercial Corporation for 
that?—A. We would have to go to the Canadian Commercial Corporation for 
that.

Q. You do not make it your business in the Department of National Defence 
to check on things like that? That was left entirely to the Canadian Com
mercial Corporation and now to the Department of Defence Production?—A. We 
do check, but we do not negotiate.

Q. What do you check as to a fee like this?—A. That it is not outstandingly 
out of line; if it seemed to be a matter of a few per cent in total one way or 
another on the average, then there is no comment made; but if it varied materi
ally from the average, then it would be questioned, and in this year we would 
have questioned Canadian Commercial Corporation as to the reason for it.
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Q. Did you question this one?—A. That one item? To be quite frank, 
we did not.

Mr. Macdonnell: You have had them altered?
The Witness: Yes. I cannot think of one in this particular fiscal year; 

but I do know that we have had them altered.
Mr. Fleming: That is all the information you have on that one; and if 

we want more information about it, we would have to go to the Canadian 
Commercial Corporation?

The Witness: The committee could either go to the Canadian Commercial 
Corporation or we would have to get the information for you and come back 
to the committee.

The Chairman: Would it not be advisable to decide on another meeting 
in order to complete our work and to obtain answers to these questions, that 
is, if we are not able to complete our work this morning? Such other meeting 
would have to be held either today or tomorrow at the latest. I am quite in 
the hands of the committee and I would not mind at all having another 
meeting. I would like to clear up questions like this which are outstanding. 
So, if the honourable member wishes, these questions will be answered—I mean 
the questions which have not been answered .this morning—at a meeting which 
we shall call in order to complete our work. We hoped to complete our work 
this morning, but if there is anything remaining in abeyance on which the 
members are not satisfied, we can hold a supplementary meeting in order to 
cover it.

Mr. Fleming: I appreciate that, Mr. Chairman, but I do not know if, 
in the time remaining at our disposal, we are going to be able to clean up 
everything in this committee.

The Chairman: Where we have questions outstanding, I would be 
insistent that we have another meeting. We can do so in the time remaining. 
In fact, we cannot do otherwise.

Mr. Fleming: If there is time enough remaining, Mr. Chairman, but we 
do not know.

The Chairman : Have you any other questions?
Mr. Fleming: That is one for which further information is needed and might 

be desirable.
The Chairman : There is one outstanding from Mr. Nowlan, and there is 

another outstanding from you, Mr. Fleming.

By Mr. Fleming:
Q. With respect to page 634 and this particular item of $45,400 for 

“engineering services covering development of the following buildings”, would 
you outline the development to which those services related?—A. In this par
ticular case, they are R.C.A.F. buildings. The R.C.A.F. lay down the require
ments to be met for average or standard stores buildings, the requirements to 
be met for standard mechanical equipment buildings, the standard to be met 
for parachute packing and drying towers, and the standard to be met with 
respect to operations buildings.

These requirements to be met are handed to an architect. In this case it 
was the firm of Margison and Babcock. Then the firm of architects draws sets 
of plans covering standard buildings of this character, or of these characters, 
meeting all the R.C.A.F. requirements. Then we have those plans on the shelf, 
standard plans and specifications for one of these buildings. When an equipment 
stores building is needed in any area of the country, the standard plan is used; 
and the only modification needed would be with respect to foundations, and in 
some cases, perhaps, a slight change in the entrance in order to conform to local
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topography. But it does materially expedite the construction of buildings to 
have standard plans already drawn. It is also more economical, in that a firm 
of architects would not have to be engaged every time a building has to be built. 
The standard plan would be used.

Q. Have any buildings since been built according to these plans?—A. Yes.
Q. How many?—A. I cannot answer off-hand how many of these particular 

types.
Q. Would it be something which could be counted on the fingers, or would 

it be a substantial number?—A. With respect to equipment stores buildings, it 
would be comparatively few; but with respect to mechanical equipment buildings, 
the number would be considerable. We are opening up a number of new 
stations in the R.C.A.F., and the standard mechanical equipment buildings are 
a part of the usual provision for such stations.

Q. Is it going to be quite a task to get the answer to that question, or is it 
something you can get quickly?—A. I think we can obtain the answer fairly 
quickly.

Q. Thank you. And how is the figure of $45,400 arrived at?—A. That 
again would be a percentage fee based on the estimated cost of the finished 
building, in the usual way that architect’s fees are computed.

Q. That is on one building, in this case?—A. On one building in this case.
Q. Can you quickly obtain a break-down of that?—A. A break-down of 

the estimated cost of each of these types of building?
Q. Yes.—A. Yes.
Q. And your subsequent costs compared with the estimated costs, on which 

this substantial figure of $45,400 was calculated; the sum would be a percentage 
as I understand it?—A. The costs on these plans were prepared late in the fiscal 
year under examination, and all the construction in relation to it has taken 
place in the subsequent fiscal year, that is the fiscal year just ended. Some 
of it is still going on now, naturally.

Q. As to those which arp complete, I think we might 'be interested to see 
how they compare with the estimates, because I understand that the figure of 
$45,400 was arrived at by applying some established percentage to an estimated 
figure of costs of these buildings.—A. That is right.

Q. Is that information readily available?—A. The way in which our 
estimates made in the fiscal year 1949-50 have turned out, by experience, in 
the fiscal year 1950-51.

Q. At a subsequent time you could have some statement prepared of the 
different categories which have been completed since—that is those readily 
available. I am not suggesting anything that will involve a lot of work.

On the following page, page 635, there is an item of $15,000, covering 
inspection and supervision of a radio operational station at Fort Churchill, 
Manitoba. How would that be arrived at?—A. On the same basis, as a per
centage. In this case I am not sure whether it was the estimated cost or the 
actual cost. The round figure of $15,000 looks like a fee based on the estimated 
cost—in other words a fixed fee.

Q. I would suggest, Mr. Chairman, that it might be simpler in the end if 
the witnesses were to bring with them the account showing just how the fee was 
arrived at. It should show on the face of it just how it was arrived at.

Mr. Benidickson: Where does the architect reside who was consulted in 
connection with the Churchill building?

The Witness: The address of the Robert A. Rankin Company is given as 
142 Sherbrooke Street West, Montreal. I am not sure where the man resides. He 
was in residence at Churchill during the construction.
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By Mr. Gibson:
Q. Have we any standardization of buildings of various types for the army, 

Mr. Drury?—A. Precisely the same approach was followed in the army as in 
the case of the air force for the design of standard buildings. There is a standard 
barrack block, a standard men’s mess, and so on.

Q. So there is no architect’s fee that would be payable if you decided to put 
up to 100 men’s barrack blocks? There would be no architect’s fee at all?—A. Only 
in relation to modifications necessary for the standard building in order to make 
it conform to the topography.

The Chairman : May I make a point now, dealing with the answers which 
have been given to questions. I should point out that the questions did not 
ask for these details. I have the question and it says here: “I would like to 
have a comprehensive statement from Mr. Ross ... on payments made to 
architects or to consulting engineers or those who are commonly called owners 
agents, during the year under examination.”

Later on, Mr. Fleming said: . . I am thinking of construction in general
which would not be very difficult for Mr. Ross to bring in, statements covering the 
payment of architects or consulting architects or outside engineers or owners 
agents fees in connection with the construction work in general carried out by 
the department in the period under examination, and the nature of the services 
rendered, and in each case some explanation of the item.”

The witnesses here already answered that in writing. However, I think it 
would help the committee in the future, should we have such investigations, if 
the witnesses have the details when the answer is produced. I think here that the 
tabling was done according to the question and the details were not asked for. 
We were asking for a statement as to the amount and what they were for. I 
think, however, it is quite legitimate to ask these other questions and it would 
be a help if the witnesses had the information and could produce details pertain
ing to returns asked for by members.

The Witness: I would agree, except Mr. Fleming is seeking information 
which, up to the present anyhow, we had rather felt the committee was going to 
ask the Canadian Commercial Corporation who negotiated these contracts.

The Chairman: Yes, and these reports came to us only on the last day that 
the witnesses from Canadian Commercial Corporation were here. Had we had 
them while they were here perhaps the questions being asked today might have 
been asked of the other gentlemen.

Thé Witness : I appreciate that.
The Chairman: It is not a reproach to anyone but it might expedite the 

work of the committee if we had the details. It would save time. In this case 
we might find out whether we can have the information supplied in due course.

By Mr. Fleming:
Q. May I ask, Mr. Drury, whether the files are in the hands of Canadian 

Commercial Corporation or your department?—A. There are files both in our 
department and in the Canadian Commercial Corporation. The actual contracts, 
the negotiated contracts, are carried on the files of Canadian Commercial Cor
poration but we have a file covering each of those operations with some infor
mation on it. We must have as we are paying the money out.

Q. Where would the account be which was submitted by the individual who 
rendered the service? Would it be in your file or that of Canadian Commercial 
Corporation?—A. The account would be submitted to Canadian Commercial Cor
poration and passed to Treasury—the Department of National Defence treasury 
officers; treasury officers in the building of Department of National Defence.

Q. They would be readily available? The accounts would be available to 
you then?—A. Those accounts would be available to us.



706 STANDING COMMITTEE

Q. I do not want to take a lot of time now because obviously we cannot get 
very far this morning but are those readily available? Is it going to be a great 
task to take the eight or ten items I have selected here and produce the accounts 
and the vouchers?—A. I think the accounts are readily available.

Q. I might ask for them then, Mr. Chairman.
Mr. Ross: I would just like to point out, Mr. Chairman, that we have 

already placed in the hands of the secretary of the committee the following 
accounts: Robert A. Rankin & Company Limited, $14,012.22; Fetherstonhaugh, 
Durnford, Bolton & Chadwick, $40,000,—

The Chairman : If we have the files here maybe it would be easy to consult 
them and give the answers this morning. That would save time.

By Mr. Fleming:
Q. That $40,000 item is one which I asked for—the second one.—A. In the 

case of Fetherstonhaugh, Durnford, Bolton * Chadwick—
Q. Yes, the $40,000 on page 632?—A. The fee was 3^ per cent of an estimated 

cost of $2 million. That covers the estimated cost of a ratings barracks at 
H.M.C. Stadacona—and not as I stated to you, I am sorry. Mr. Fleming, a 
heating plant at Shearwater.

Q. 3£ per cent of $2 million is not $40,000. It is $70,000.—A. We had paid 
$30,000 in the previous year and the balance is $40,000 which was payable in 
the year shown.

Q. You regard 3^- per cent as a normal percentage on an undertaking of that 
size—$2 million?—A. That is correct.

Q. What is the project going to cost as compared with the $2 million 
estimate on which the fee was based?—A. The final cost, I am told, is $1,800 000.

Q. Well, in that case the consultant did better on the estimate than he 
would have done on the actual cost?—A. That is correct. In some cases the 
reverse would be true.

Q. Do you always base these percentages in arriving at fees on the estimated 
cost or on the actual cost?—A. It is like a firm price contract. If you can base 
it on an estimated cost you get a fixed fee and you know in advance precisely 
what you are going to pay for architects’ fees. If you base it on the actual cost 
you may, as in this case, pay a greater fee, or a lesser fee, but you will not know 
until the work is completed perhaps two years later what the account is going 
to be.

Q. In this case you paid a larger fee?—A. If this were based not on the 
estimated costs but on the actual costs we would have paid a lesser fee.

Q. You would have paid $7,500 less—$7,000 less.—A. $7,000 less, that is 
correct.

Q. When you were going ahead with the work did it appear to be good 
policy to calculate the fee on an estimated round figure of $2 million instead 
of applying it to the actual cost when the actual cost was capable of being 
ascertained within a relatively short period of time seeing the work was being 
proceeded with?—A. The ivork would take eighteen months or more to complete.

Q. Yes, but you could allow a percentage on progress of the work according 
to the actual cost. It seems to me that by hurrying to make your settlement with 
the architect here before the work was completed you lost $7,000.—A. In this 
particular instance I would agree, but on the other hand when the actual work 
costs more than the estimate by reason of rising costs, we would pay less.

Mr. Ross: I would like to make one statement and that is because of the 
fact that we had plans and specifications we were able to go out and get com
petitive bids on this particular work, and that is one of the reasons why we got 
a lesser price than we would have got had we done it otherwise, which actually 
saved money.
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Mr. Benidickson : What interval of time was there between the agreement 
to pay a certain fee and the time of calling for tenders?

Mr. Ross: Probably six months to a year.

By Mr. Fleming:
Q. Do you make a practice of making these settlements in advance? In 

other words, when the architect completes his plans do you make a .practice 
of calculating his fee on the estimated cost of the work?—A. In general this is so.

Q. That is the practice of the department?—A. It is the practice of the 
Canadian Commercial Corporation.

Q. Was this practice adopted by the Canadian Commercial Corporation 
or did they take it over from your department?—A. Well, now, I have no 
personal knowledge. We would have to go into the pre-war period to discover 
what the practice was then.

Q. Pre-Korea?—A. No, we would have to go back before the 1939-1945 
war. Ever since then the Canadian Commercial Corporation has done this 
work for us and during the war it was done by the Department of Munitions 
and Supply.

Q. Has this policy prevailed as far as your experience in the department 
extends?—A. It has.

Q. I do not know, but I think we might give consideration to that. Have 
you files on any of the other points I was asking about this morning?

By Mr. Noivlan:
Q. Perhaps the witness would say when this building was completed?— 

A. It has just been completed or is just being completed.
Q. Who is supervising the construction?—A. That I cannot answer offhand.

By Mr. Fleming:
Q. Is it some firm other than this firm which received the $7,000?—A. That 

again I cannot answer. If I knew that it was the same firm or a different firm 
I could answer the first question. On this business, Air. Fleming, of arriving 
at a fixed fee, it is basically a question of which is the more economical. 
Calling for tenders in effect is calling for an estimate of costs of getting the 
work done and having an agreement in advance with a contractor to do a certain 
amount of work for a fixed price, and if he does it for less he gains, and if he 
does it for more the contractor loses. Now, it is the same in this case here with 
the architect. If the estimate of the final cost of the building is greater than the 
real cost the architect is getting more money than he otherwise would have 
obtained. Generally, estimates made a year before the actual work is done, as 
in this case, are lower than the actual cost, so the architect will receive less money 
than he would have received had he done it on an actual cost basis.

Q. Apart from that I should think there is a certain amount of insurance 
in allowing these fees to be determined according to the actual cost rather than 
basing them upon the estimates because after all, no matter how experienced 
your estimator may be there is still an element of judgment there which leaves 
room always for bad judgment. I would think there would be something to 
be said about letting those fees be determined according to the actual figures 
of cost.—A. How would we proceed in the case of -the design of standard 
buildings of which it is not planned to build any, say for a year? The architect 
would have to wait two or two and a half years perhaps for his fee.

Q. Well, your standard building may be a different situation. This was 
a case where you are going ahead with the construction of the building.—A. We 
planned to go ahead with the construction of the building.

Q. And you have?—A. In fact, we have.
88627—4
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Q. I suppose that could be said to be the situation with respect to most 
undertakings. The department has à general intention. To begin with it 
recognizes a need of certain buildings. In the ordinary course it gets plans 
made and estimates of costs and that it is on those that a final decision is 
taken, so I should think this situation here is a pretty normal one, is it not?— 
A. That we proceed with the- building when we have plans made? That is 
correct.

Q. Yes, but the final decision is taken after the plans are drawn. There 
is nothing abnormal about that situation.

The Chairman: On that point may I interject? On the contract with 
Margison and Babcock, the fees paid there were $45,400. According to the 
detail given here they were paid for engineering services covering development 
of the prospective buildings, for types of buildings, not for one particular 
building. I see this on page 634 of our minutes. This is for a certain type 
of building not intended for one point. I think that would be in line with the 
argument given by the deputy minister that plans are often made for types 
of buildings which can be built at one point or another of the country.

Mr. Fleming: This is quite a different case.
Mr. Sinclair: I would like to speak on that item, too, because in this 

business, if you are going to pay a fee based on the actual final cost you 
are getting into the field of cost plus because it is the easiest thing in the 
world for an architect to load a building up. He can easily increase the cost 
ten or twenty thousand dollars. If his fee were on that basis you would be 
getting over into the area of cost plus contracts. I think it is far better 
engineering practice for an architect to be paid a fixed fee to design an eco
nomical building rather than for his fee to be based on the final cost of the 
building. For example, an architect could specify a bigger beam, and that 
would have the effect of running up the cost.

Mr. Fleming: This was not a fixed fee. This was a fee, according to 
what has been established here, a certain percentage. Somebody makes an esti
mate and that proves to be quite high, it proves to be $200,000 higher than actual 
cost of construction even a year or two years later when the cost of general 
construction is higher. I should think that in a situation of that kind it would 
be a sounder practice not to rely on an estimate as the figure to which the 
architect’s percentage is to be applied, but rather follow a more prudent course 
in general. I do not say you could follow it in every case but in general 
you could apply it to an actual figure.

Mr. Robinson : You might invite some pretty high estimates.
Mr. Fleming: I would not wTant to see many of them further out than 

this one.
Mr. Sinclair: The estimate is not made by the architects.
Mr. Fleming: Here the estimate proved to be much higher than the 

cost of construction proved to be.

By Mr. Fleming:
Q. Turning now to another matter in regard to this item, it is quite clear, 

is it not, that this fee covered preparation of the plans and specifications 
made in advance? And is it quite clear that it has no bearing on the cost 
of the supervision of construction?—A. This particular fee relates only to the 
cost of preparation of the architect’s drawings, plans and specifications for 
engineering services.

Q. And no supervision charges enter into this fee?—A. No.
Q. Who was retained to do supervising of the construction?—A. I still 

cannot answer that. I will have to find out, if you wish.
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Q. Thank you. And would you find out what has been paid for super
vision fees?—A. I will.

Q. What is the ordinary practice in these cases? Do you not retain 
an architect to draw all the plans and specifications and supervise the 
construction?—A. Ordinarily the architect who drew the plans and specifications 
would be retained to supervise the construction, where an outside firm is 
retained to supervise construction.

Q. Why was that practice not followed in this case?—A. I did not say that 
it was not. All I said was that I did not know.

Q. You can get that information for us?
The Chairman : I do not want all these files to go back. They are filed

with us as evidence. I do not mean that they would not be in safe hands; but
in case other questions come up, I want to have them available.

By Mr. Macdonnell:
Q. I have one supplementary question. Can you generalize as to what 

has happened with regard to the sizes of the estimates made by the architect, 
and the actual out-turned costs? Has there been a tendency for them to go
one way or another, to be higher or lower?—A. In general, the out-turned cost
has been higher than the estimate. The reason for that is that the estimators 
are estimating in relation to one period and the buildings are constructed in a 
later period; and almost without exception costs have been rising over the past 
few years.

The Chairman : WTe see that happening in the Department of Public Works.
The Witness: It is for that reason that I said that this method of basing 

the architect’s fee on the estimated costs, in fact, in this particular economic 
situation, has been more economical for us than basing it on the actual cost.

The Chairman: We see that every day in the Department of Public 
Works where they ask for a tender. The department will ask for certain 
estimates and in a proportion of cases, when the project is completed, it is 
found that it cost more. On the contrary, when the bids are in, all the bids arc 
higher than the department’s valuation.

Are there any further questions?

By Mr. Fleming:
Q. We have dealt with the item on page 631, of $10,371.63, and with the item 

on page 632, of $40,000 ; and with the item on page 633 in the sum of $76,850; 
and with the item on page 634, in the amount of $45,400 ; and the item on page 
635, amounting to $15,000. And on page 637 there are several. The first two 
are grouped together; they amount to $2,732.27 and $1,512.50.

The other two are under the same firm in each case, and they amount to 
$13,310.30 and $15,774.98.

I would indicate that has to do with two items at the top of page 637, 
the fees paid to the architect, in the first case, in connection with the super
vision of construction of 100 houses at the R.C.A.F. station, Greenwood, Nova 
Scotia, which works out to an average of $27.32 per house ; and the next item 
for architectural services incidental to the supervision of the erection of 100 
houses at Dartmouth, for the R.C.A.F., which works out to $15.12 per house. 
I am interested in comparing them.—A. I think it should be pointed out that 
some of these apparent discrepancies are caused by the fact that these are not 
the figures for the whole account.

Q. That may be, but, Mr. Chairman, I am just indicating what appears to 
be striking differences so that Mr. Drury may have an opportunity of looking 
into them and bringing an explanation to the meeting that we will be having. 
I was making a comparison with the figure we had just a short time ago on the 
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supervision of the construction of 100 houses which worked out at $500 per house. 
I mention that so you will have an opportunity of looking into it and bringing 
an explanation.—A. In respect of Lea, who wras one of the men you mentioned, 
would it be sufficient information to say this consulting fee for engineering- 
services is at 4 per cent of the estimated cost of the following types of buildings: 
an officers’ mess for 300 officers ; officers’ quarters for 47 officers; a rank and 
file mess for 500 men ; quarters for 80 other ranks and sergeants; an officers’ 
mess and quarters for 40; an officers’ mess and quarters for 20; an officers’ mess 
and quarters for 10; WO’s and sergeants’ quarters for 65.

Those are the standard plans which Mr. Lea was asked to draw for the 
army. In this case his fee is 4 per cent of the estimated cost. As these buildings 
were not contemplated for immediate construction the estimated cost was the 
only figure that could be taken.

Q. You indicated the percentage in this case was 4 per cent. In connection 
with an item a few minutes ago you indicated that 3^ per cent was a standard 
percentage, I think.—A. It was 3£ per cent of a vçry much larger contract or 
individual sum, as compared with 4 per cent of a smaller total sum, including 
a number of different items.

Q. Well, wait a minute. The estimated cost of the other one—31 per cent— 
was $2 million. Now what is this one? It cannot be less.—A. I am afraid it is. 
If I can just do a little arithmetic I will give you the answer. $625,000 is the 
total.

Q. How do you arrive at the fee then? 4 per cent of $625,000 would be 
$25,000 and not $76,850?—A. That would be of the order of $25,000—4 per cent 
of $625,000, is that right?

Q. Yes, 4 per cent of $625,000 would be $25,000, but this item is $76,850.— 
A. Then there are other items. I am sorry that I cannot satisfy you on this 
and I will have to give you more details. There are other items included.

The Chairman : Well, that will conclude our work now and I suggest that 
we have a meeting at 7.30 tonight to look over the report of the subcommittee. 
That will be in camera, of course, and we will look over the report of the sub
committee which dealt with the advisability of writing off uncollectable debts.

Our next general meeting of the committee will be held tomorrow morning 
at 11.30.

The committee adjourned.

June, 28, 1951,
11.30 a.m.

The Chairman: Gentlemen, I see a quorum. The idea is this: We had 
intended to have this meeting as our last meeting with the witnesses. This 
morning we were to have with us Mr. Drury and Mr. Ross. But as they are 
expected to be on the floor of the House to assist the Minister of National 
Defence with his estimates, and since some of the matters we are going to deal 
with concern more particularly the Canadian Commercial Corporation, Mr. 
Low was kind enough to come to us today.

Mr, W. D. Low, O.B.E., Managing Director, Canadian Commercial 
Corporation, called :

Mr. Fleming: Mr. Low has been good enough to step into the breach, as 
it were.

The Chairman : Yes, and it has been agreed that we would this morning 
.ask questions concerning what was dealt with at the last meeting, at which Mr.
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Drury and Mr. Ross were present. And subsequent to that, provided we have 
the time available, Mr. Fleming will ask a few general questions. It must be 
understood that this is our last meeting; and it has been agreed that no new 
questions or new problems would be brought up, but that we would try to get 
the answers for those questions which have already been before us.

By Mr. Fleming:
Q. I asked about the files. Yesterday we were dealing, Mr. Chairman, 

with some of the items appearing in the appendix to issue No. 21 of our Minutes 
of Proceedings, beginning I think at page 631.

I asked a question about an item on page 631 of $10,371.63 concerning the 
supervision of the erection of some 20 houses at Fort St. John, B.C. We were told, 
as I recall it—and I simply mention this for Mr. Low’s information—that this 
worked out at a standard fee. We also had some questions concerning an item 
on page 634 of $45,400, for engineering services in connection with the plans of 
certain buildings.

The Chairman: Do you mean that we should deal first with the problem 
you spoke of on page 651?

Mr. Fleming: I wonder if Mr. Low is familiar with this question?
The Witness: Unfortunately I have not had an opportunity to review it 

although the evidence was sent over to me. May I start, Mr. Chairman, by 
answering in a general way?

The Chairman: Very well.
The Witness: I would like to answer just in a general way, and perhaps 

I might thereby satisfy the members who raised the questions, although I am 
prepared to go into the details.

In contracts of this kind the percentage fees are at rates established by 
the Architectural and Engineering Institutes of Canada in the various provinces. 
These percentage rates are computed on the actual cost of the work to His 
Majesty. Provision is made in such contracts for monthly progress payments 
in relation to the extent of the work done with a final adjustment when the job 
is completed and, in the case of construction being carried out on a cost plus 
basis, when the actual cost to His Majesty has been determined by govern
ment audit.

Mr. Fleming: Could we start, in view of the fact that our time is very 
limited, by drawing attention first of all to two items, Mr. Low? I have 
mentioned one on page 631, a certain engineering fee paid for supervision of the 
erection of 20 houses at Fort St. John, British Columbia, which averaged, 
apparently slightly over $500 per house.

The Chairman: May we not deal with your first question before we go 
into another?

Mr. Fleming: I was going to mention another one and 1 thought we could 
deal with them both together. Then, at the top of page 637, there are two 
items which I mentioned yesterday to Mr. Drury in the hope that it would 
give him a lead as to what to look at. There is an item of $2,732.27 for 
architectural services incidental to the supervision of the construction of 100 
houses at the R.C.A.F. station, Greenwood, Nova Scotia; and there is another 
item of $1,512.50 for architectural services incidental to the supervision of the 
construction of 100 houses at Dartmouth, Nova Scotia, required for the pro
vision of permanent married quarters for the R.C.A.F. It may be that those 
two last payments are only interim payments, but I would like to have an 
explanation of the cost, or of the amount of the fee in each of these cases; 
how it was arrived at, and how it compared in the various cases.

The Witness: I have before me the contract entered into with Davis, 
Ripley and Associates for the job at Fort St. John, B.C.
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By Mr. Fleming:
Q. That is for the item on page 631?—A. Yes, sir; and it covers engineering 

services incidental to the design, supervision, and construction of roads and 
sidewalks, and the installation of water, sewers, power distribution, fire alarm, 
and street lighting systems.

Q. Are you not dealing with the next item on page 631 which corresponds 
to that, $7,315.59?—A. I am sorry. This is Fort St. John.

Q. But that is a different item, is it not?—A. It is all included in the one 
contract. You spoke of the supervision of the erection of houses. The fee was 
$50 per house.

Q. You say $50 per house?—A. Yes, $50 per house. You see, the contract 
includes more than the supervision of the erection of the houses. It includes 
all engineering in connection with the services for those houses.

Q. Let me draw your attention to this item. Have you got before you a 
copy of the Minutes of Evidence which includes page 631? You see, the first 
item is for engineering services in connection with the provision of permanent 
married quarters (35 units) at No. 10 Repair Depot, Calgary, Alberta ; and 
then the next item is one for $10,371.63 for Fort St. John, British Columbia, 
and the supervision of the erection of the said 20 houses. That is the item I am 
enquiring about. Not the one before it.—A. That is the contract. It includes 
more than the supervision of the erection of the houses. That is the contract 
I was reading.

The Chairman : If I may be permitted to interrupt, the next item here 
contains exactly the wording which you were reading a moment ago. What 
Mr. Fleming has in mind is the $10,371.63 item. The wording of it is “super
vision of the erection of the said 20 houses”. His curiosity was aroused by the 
difference between the amount of the item on page 637 and the item given here, 
$10,371.63 at Fort St. John, for the supervision of the erection. Would you 
mind speaking a little louder, please, so that we may get it in the record? Would 
you just give me the explanation you gave a moment ago about this, to link 
together the Davis, Ripley and Associates items of $10,371.63 and $7,315.59 as 
being the same contract?

The Witness: Yes, sir. It is not the same contract.
The Chairman: Well, give us the information as to these two amounts and 

try to satisfy Mr. Fleming who asked you why these amounts represent only 
supervision for the erection of 20 houses.

The Witness: The total payment made against this one contract during 
1948-49 was—

By Mr. Fleming:
Q. No, 1949-50?—A. It is all part of the contract.
Q. I do not want to get too far afield, Mr. Low; but the figures we are 

dealing with here are for 1949-50. There is an amount given of $10,371.63. 
That is the one I am trying to enquire about, to see what is covers exactly.— 
A. May I give you the particulars of this contract? It may clear up the 
situation.

The Chairman : Very well.
The Witness: As I said before, this contract covers engineering services 

incidental to the design, supervision and construction of roads, sidewalks, and 
the installation of water, sewers, power distributions, fire alarms, and street 
lighting system at Fort St. John, B.C., required for the Permanent Married 
Quarters Project (20 houses) at the R.C.A.F. Station, Fort St. John, B.C., and
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the supervision of the erection of the said 20 houses at an estimated expenditure 
of $5,000. The estimated expenditure of $5,000 is based on the proposal 
that the Consulting Engineer shall be paid the following fees and expenses:—

(а) For preliminary surveys and reports, the design and preparation of 
plans, drawings and specifications covering the work, the supervision 
of the carrying out of the work, preparation of progress estimates, final 
estimates and final report on the work, a fee calculated at the rate of 
5 per cent of the actual cost of the work to His Majesty as determined 
by the Minister.

(б) For the supervision of the erection of the houses a fee of $50 per 
house.

(c) The actual cost, including proper and reasonable field living and trans
portation expenses, of providing the services of instrument men and rod 
men for preliminary surveying and laying out of the site plus S per 
cent of the salaries paid to such instrument men and rod men.

(d) For the provision of t’he services of a Dominion Land Surveyor, at the 
rate of $25 per day plus reasonable and proper living and travelling 
expenses of such Land Surveyor for the period such services are required 
for the proper performance of the Engineering Services.

(e) For the necessary trips made by the Consulting Engineer to the site of 
the work, and to Maintenance Command Headquarters at Ottawa, at 
our request, a fee at the rate of $30 per day, plus proper and reason
able travelling expenses.

The salaries proposed to be paid to the instrument men and rod men 
are to be reported to and approved by the Corporation prior to these 
men being placed on the project.

That is the contract, Mr. Chairman.

By Mr. Fleming:
Q. Exactly what does this payment of $10,371.63 cover then, Mr. Low? 

If that statement on page 631 is not accurate or complete, I think it would 
simplify matters at once if you just said so. That is the information we have 
been working from.—A. The payment of $10,371.63 which was made in 1949-50 
under the contract covers all those services I have just described.

Q. Take page 631 and tell me if it is correctly set up, because it strikes 
me that the probable explanation is that these four items might be separated, 
and that they arc not all attributable to the one contract.—A. That is my 
understanding.

Q. Am I correct then in inferring that this statement of the services covered 
by the item of $10,371.63 is not correct?—A. It is not correct.

Q. You say that it is not correct, the whole item, as to what it covers?— 
A. You see, one item of $10,371.63 refers to the 20 houses, or at least it refers 
to the supervision of the erection of the said 20 houses at Fort St. John; 
whereas the next item is in connection with engineering services incidental 
to the design and supervision, and so on, of permanent married quarters at Fort 
Nelson, British Columbia.

The Chairman: That is what puzzled Mr. Fleming. At Fort St. John 
it says “the supervision of the erection of the said 20 houses”. It is in exactly 
the same wording as the item for Fort Nelson. That is what puzzled the 
committee.

By Mr. Fleming:
Q We are quite clear on that point now. Is there one voucher given in 

connection with this payment of $10,371.63?—A. No, sir. I think there would 
be progress payments, and many invoices during that period, which would 
make up the total amount.
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Q. What would normally be the form of the invoices? Would they submit 
their out-of-pocket expenses and for salaries and wages, plus their 8 per cent, 
and get something on account of the fee for supervision at the rate of $50 per 
house?—A. Yes. They would get progress payments which would be related 
to the amount of work done.

Q. Based on this calculation?—A. Yes.
Q. Will you turn to the other figures at the top of page 637 in connection 

with architectural services incidental to the supervision of the construction of 
100 houses at the R.C.A.F. station at Greenwood, Nova Scotia, and architectural 
services incidental to the supervision of the construction of 100 houses at Dart
mouth, Nova Scotia, required for the provision of permanent married quarters 
for the R.C.A.F. These appear to be fees paid for the supervision of the 
construction of 100 houses in each case.—A. Yes. I have those contracts before 
me, Mr. Chairman. The contract for Greenwood was awarded on May 17, 1948. 
It covered architectural services incidental to the supervision of the construc
tion of 100 houses at the R.C.A.F. station at Greenwood, an estimated expendi
ture of $7,000. The estimated expenditure of $7,000 is based on the proposal 
that the architect shall be paid for services rendered a fee at the rate of $50 
per house plus his personal travelling expenses properly and reasonably incurred 
in the performance of the services including to and from the site. In addition 
to the foregoing the architect shall be reimbursed the actual salary paid for 
the full-time resident supervisor during the period of construction. The salary 
to be paid to the resident supervisor is to be reported to the corporation prior 
to said resident supervisor being placed on the project.

The Chairman : That is what was paid during 1949-50—$2,732.27.

By Mr. Fleming:
Q. Was that the complete payment to the architect or is that only a 

payment during this fiscal year, $2,732.27?—A. That was the payment made 
during that fiscal year against the contract.

Q. But is that the complete payment for services rendered by him in 
connection with those 100 houses?—A. No, sir.

Q. What about the next payment, $1,512.50?—A. That is only for the 
portion of the work performed during that year.

Q. Well, did your contract then, in these two cases, not provide for a 
fee per housing unit?—A. Yes, sir; $50 per house.

Q. As well as fees allowed for other services than the actual supervision 
of construction?—A. That is correct.

Q. Then we had some questions yesterday about what is a standard fee 
paid on the preparation of plans and specifications. We had a case of the 
item of $40,000 on page 632—I am not mentioning names, I prefer just to use 
the amounts—where we were told the fee was 3£ per cent of an estimated 
$2 million. Is that a standard fee, Mr. Low?—A. Yes, the percentage rates 
are standard but the amount of the fee is subject to upward or downward 
revision when the construction job is completed.

Q. Well, in this case the construction, we were told, is being completed, 
and the cost of construction is to be $1,800,000, whereas the fee that was paid 
was at the rate of 3^ per cent calculated on an estimated cost of $2 million, 
and it was paid on that basis?—A. That is correct, but that fee will be adjusted 
downwards when the job is completed and will be computed on the actual 
cost of the work.

Q. You are quite definite about that, are you? We spent some time on 
this yesterday and we were not told that.—A. If I may, *Mr. Chairman, I would 
like to read the contract.

Q. Could you just give us the relevant extracts?—A. “Upon completion 
of the work there shall be a determination of the architect’s fees and expenses
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in accordance with sections 5 and 6 of this agreement and such fees and 
expenses shall be paid to the architects less any amounts theretofore 
paid to the architects under subsection (a) of this section 7 provided 
however, that if amounts paid to the architects under the said subsection 
(a) of this section 7 shall have exceeded the fees and expenses payable 
under the sections 5 and 6 of this agreement then the architects shall immediately 
reimburse His Majesty the amount of such excess payments.”

Q. Well, then, can you tell me if in this particular case, in the light of 
the facts, that the actual cost of construction, as we have been told yesterday, 
amounted to $1,800,000 instead of the $2 million that whs estimated, if steps 
have been taken or are they being taken to recover $7,000 overpaid?—A. I can
not answer that question, sir. , It is the responsibility of National Defence to 
recover any excess payment.

Q. National Defence apparently did not know yesterday about this provision 
in the contract. May wTe take it then your interpretation is, on the facts as 
stated, which were given yesterday in evidence, that there is a sum of $7,000 
repayable by the architects out of this total fee?—A. That is correct.

Q. Now, turning to another item, Mr. Low, we have an item on page 633, 
of $76,850, again for architectural and engineering services. It is the third item 
from the bottom. Mr. Chairman, I take it you have no objection to my dealing 
with these amounts without mentioning the names. In that particular case, 
Mr. Low, what was the percentage at which the fee was calculated?—A. Mr. 
Chairman, perhaps I should give the information with respect to the service 
to be provided before I give the fee.

The contract provides for:
1. “a preliminary investigation ;
2. “the preparation of detailed plans and specifications covering each struc

ture built on a specified location;
3. “preparation of alternative plans and specifications covering various 

foundation conditions; 1
4. “preparation of specifications which will provide for the use of suitable 

regional materials from coast to coast;
5. “preparation of bills of material ;
6. “the preparation of detailed estimates of the cost of each building of 

the 26 buildings;
“the consulting engineer shall supply as part of the service all staff and

equipment and technical advice necessary to perform the service to the satis
faction of the minister, and shall perform the services as soon as possible. His 
Majesty agrees to pay the consulting engineer for the service a fee computed 
at the rate of 6 per cent of the amount of a detailed estimate of the total
cost of the construction of one set of the 26 buildings—such estimate of the total
cost shall be determined by the engineer on the basis of construction of all the 
buildings on a certain site specified by the engineer.”

“engineer” means the Department of National Defence engineer.
“Such estimate of the total costs shall then be increased or decreased by an 

amount deemed by the engineer to be the average increase or decrease due to 
the fact that the buildings will actually be constructed at different locations 
selected or to be selected by the Department of National Defence; and the said 
fee of 6 per cent shall be computed on such final estimate.

“It is understood and agreed that the rate of 6 per cent referred to in 
subsection (a) of this section 5 on which the said fee is based is made up of 
4 per cent covering those parts of the service mentioned in subsections 1 and 2 
of section 3; one-half of one per cent covering those parts of the service men
tioned in subsections 3 and 4 of section 3 and 1% per cent covering those parts 
of the services mentioned in subsections 5 and 6 of subsection 3.
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“The fee provided for in this section 5 shall be the only fee or compensation 
to which the consulting engineer is entitled under this agreement in respect of 
his service, it being understood and agreed that the consulting engineer shall 
pay his own expenses incidental to the performance of the service.”

Q. Does that give us a complete statement about the percentage now, Mr. 
Low?—A. Yes, sir.

Q. In connection with this payment, yesterday I was asking about the 
percentage at which the fee was calculated and the answer that I was given 
as to this item was: “These are standard plans which Mr. Low was asked to 
draw for the army. In this case the fee was 4 per cent of the estimated cost.”

I take it from what you have told us about the contract that is not correct 
information?

The Chairman: Four per cent of one item and £ per cent of another item, and 
1£ per cent of another.

By Mr. Fleming:
Q. This was a complete statement given yesterday—“In this case his fee 

was 4 per cent of the estimated cost—” —A. On one item.
Q. In the light of what you have said we have to reject that, as you have 

given a correct complete statement of the way in which the fee was calculated. ■
The Chairman : It could be pointed out that Mr. Drury himself said that 

was a contract made by C.C.C. and he was not as conversant with the details 
as these people from C.C.C. are. I admit that it was a mistake when he said
4 per cent.

By Mr. Fleming:
Q. Yes. I think in the light of what we were told this morning on both 

these items, Mr. Chairman, that we were getting some wrong information 
yesterday. I am not suggesting that the witnesses did it on purpose but that 
is the situation about the answer given at the last meeting.

In connection with the same matter there is a letter in the file dated 
October 3, 1949, from Mr. Lea in which he sets out—and this is a letter to 
Colonel Love, chief engineer, Department of National Defence: “The following 
progress has been made on the building designs covered by the above mentioned 
contract.”

He sets out 26 items aggregating $1,392,000. Then he says: “The earned 
fee for consulting engineering services, including the adaption of plans to suit 
varying conditions encountered, and design work completed, is ty per cent; i.e., 
4J per cent of $1,294,560 equals $58,255. Previous payments of $43,000 have 
already been made.

“It is requested that a progress payment of $4,000 now be made.”
Then there is this paragraph :
“Besides the progress made on the buildings as outlined above approximately

5 per cent of the bills of material and estimates has now been completed but 
no claim for a progress payment for these services is being made at the present 
time.”

Q. Have you seen that letter before, Mr. Low?—A. No, sir, I have not.
Q. I wanted to get an explanation of how it tallies with the provisions of 

the contract with regard to the fixing of the fee—the percentage.—A. What the 
architect has done in that case is to lump the two items together—that is the 
4 per cent and the \ per cent under this contract.

Mr. Robinson : It is one o’clock, Mr. Chairman.
The Chairman : Gentlemen, we have apparently concluded our investiga

tion work for this year in this committee.
Mr. Fleming: Well, I wonder if I could ask just a couple of questions.
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The Chairman : I made an agreement with Mr. Fleming this morning. 
We were supposed to have two witnesses but the minister asked me to withdraw 
them from the committee in order that they might be at his disposal in the 
House. It was suggested that I get Mr. Low in their place. I called Mr. 
Fleming and made an agreement about it. We did not think that matters 
would take so long in the House and I agreed that we would give him opportunity 
to ask a number of questions on matters dealt with by Mr. Drury at the last 
meeting.

Therefore I would ask for the indulgence of the committee to sit for perhaps 
a few more minutes so that we may make good my undertaking to Mr. Fleming. 
After the change in witnesses made at the suggestion of the Minister of National 
Defence I had an agreement with Mr. Fleming and I would not like to go 
back on my word and say that we will close down at one o’clock. It was agreed 
that these would be the only questions that Mr. Fleming would ask and I 
think it would be quite fair to allow time for a few more general questions.

Mr. Fleming: I am not going to impose on the committee. I realize that 
this will be the last meeting and in speaking with the chairman this morning 
I was trying to stop these other questions. I have just a couple of questions— 
two or three questions of a general nature. That is all I am going to ask, and 
it may be that Mr. Low has not got the answers.

The Chairman : Could we have a few more minutes to carry out my agree
ment with Mr. Fleming?

By Mr. Fleming:
Q. We are obviously not going to finish. There were a couple of questions 

I indicated to the chairman I would like to ask of Mr. Low, which are of a general 
nature. Mr. Low, you had experience with about four different types of con
tracts, did you not?—A. That is right.

Q. Will you state then and indicate in a word your experience in general 
with each of them, stating whatever preference you formed as a corporation 
for one or other of them as opposed to the others?—A. Well, Mr. Chairman, 
I would start with a firm price type of contract placed as a result of truly 
competitive tenders as being the most desirable. The other types of contracts 
are cost plus types either in a fixed fee based on a target with a cost reduction 
incentive bonus, and cost plus a fixed fee without bonus provision, cost plus 
a fixed percentage of profit. I consider the last type of contract the least 
desirable. Then there is also what is known as a ceiling price contract with a 
profit limitation.

Q. That is the complete list of the types of contracts?—A. That is right.
Q. And you have set them out, I take it, in order of preference in the light 

of your experience?—A. No, I do not think I have done that.
Q. Would you indicate your preference?—A. Number one is my preference.
Q. Would you arrange the others, if you can, in order of preference, in the 

light of your experience?—A. Yes, I can do that.
The Chairman: Would you indicate it right now?
The Witness: Number one would be the firm price contract; number two 

would be a cost plus a fixed fee based on a target with the cost reduction 
incentive bonus; number three would be the ceiling price type with a profit 
limitation; number four would be cost plus a fixed fee; and number five would 
be cost plus a percentage of profit.

Q. I do not suppose you have information of this nature with you, but is it 
very difficult or would it be very difficult for you to compile information if it 
is not already available, indicating how many contracts of each of these par
ticular classes you entered into this year, and the amounts? Have you that 
information?—A. That came up at a previous meeting and I mentioned at that
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time that 95 per cent of our contracts during that fiscal year had been placed 
on a firm price basis as the result of truly competitive tenders. They were 
fixed price contracts. It would mean a lot of work to review all our contracts 
and pick out the various types.

The Chairman: Those in the 5 per cent category?
The Witness: Yes.
Mr. Fleming: I did not catch that, Mr. Chairman.
The Chairman: The witness said it would take a long time to compile a 

list of the contracts that were in the 5 per cent—that is those which were not 
the result of competitive tenders.

By Mr. Fleming:
Q. The 95 per cent applied to the number, did it, or did it apply to the 

amount as well ?—A. To the number only.
Q. What was the percentage between the larger amounts and the smaller 

amounts—which group did they tend to gravitate to?—A. One of the largest con
tracts we entered into in that year xvas a cost plus type of contract with a 
target and bonus arrangement. There were not many contracts of that nature 
during that period. As I said before, most of our contracts were on a firm price 
basis. There were few other than firm price contracts.

Mr. Fleming: I will not prolong it, Mr. Chairman, because we could go on 
for a long time.

The Chairman : That has already been dealt with and it can be found in 
No. 19 or No. 20 of the Minutes of our Proceedings. I read all of them through 
last night but I am not sure which one of the two it is. In either No. 19 or 
No. 20 there was quite a long discussion.

Well, gentlemen, thank you for your attendance and I will file for inclusion 
in today’s proceedings this organization chart of the Canadian Commercial 
Corporation. That was obtained after a telephone conversation with Mr. Flem
ing in order to give us an idea of how the corporation is made up. (See 
Appendix “A”)

I wish to thank you, Mr. Low, for having come this morning.
Mr. Fleming : For having stepped into the breach on short notice.
The Chairman: I think that concludes the meetings at which evidence was 

to be received. There will be only one more meeting in order to try to reach an 
agreement on a report to be made on the work we have performed during 
the last twenty-three meetings. Five meetings dealt with the Auditor General’s 
report so it leaves about twenty-two or twenty-three meetings in which we 
dealt with the estimates of the Department of National Defence. If you will 
agree we will assemble tonight at 7.30 and I shall have mimeographed copies of 
a tentative report. That report cannot be very committal because we cannot 
entirely complete our work, but on the other hand I think it is only fair to 
members of the committee that we state what we have done—even though we 
have not reached very strong conclusions.

With your permission, we will adjourn until tonight at 7.30 and in the 
meantime I wrish to thank everyone—including the clerk of the committee—for 
his devotion, and the reporters for the accuracy of their work. I wish to thank 
the witnesses also for their assiduousness in attending with us at our meetings.

Mr. Fleming: They missed all the fun in the House this morning by sitting 
up here.

The Chairman : Yes.
The committee adjourned.
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APPENDIX A

CANADIAN COMMERCIAL CORPORATION 
(Department of Trade and Commerce)

Minister of Trade and■ Commerce 
Right Hon. C. D. Howe

President:
M. W. Mackenzie

Directors:
L. P. Saint Amour 
C. Stein 
K. W. Taylor

Managing Director:
W. D. Low

Assistant to Managing Director:
W. R. Harris

Secretary:
J. D. McCarthy

Legal Officer:
Purchase Investigation 

E. S. Hoare

General Purchasing Agent:
W. J. Atkinson

Assistant General Purchasing Agents:
C. B. Doheney, W. Dover

F. F. Waddell

Comptroller:
G. F. Wevill

Audit and Claims:
J. D. Manor

Office Manager (Organization)

D. M. Erskine

Administration Officer:
E. A. Annetts

C. M. Drury 
H. B. McKinnon 
H. 0. Moran 
S. D. Pierce



720 STANDING COMMITTEE

District Offices:

Newfoundland 
G. C. Manuel

Halifax
R. R. Hutton

Quebec
O. J. Hannon 

Montreal
G. D. Cummings

Ottawa 
F. X. Power

Toronto
W. C. Turnbull 

London
A. R. M. Stewart

Supervisor of Western Offices
P. G. Wyckoff

Winnipeg 
J. S. Stevenson

Regina
A. P. Hessey

Calgary 
F. Hopson

Edmonton 
P. G. Wyckoff

Vancouver 
W. C. Herrin

Victoria 
W. E. Wilford

Washington Office 
J. R. Douglas

London (Eng.) Office 
H. R. Patrick
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