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SALE OF SMALL ARMS AMMUNITION.

The following counsel appeared i—

Capt. John Thompson, K.C., in aid of the Commissioner at the outset.

Jas. A. Iutcheson, K.C., in aid of the Commissioner (in succession to Capt.
Thompson).

H. [artley Dewart, K.C., for the Liberal party.

S, W. Jacobs, K.C., representing Mr. Dewart at the sittings at Quebee.

Geo. F. Henderson, X.C., for J. W. Allison.

R. C. Smith, K.C. (at a late stage of the inquiry) for Vickers, Limited.

On the 13th of May, and on other later days, a debate arose in the House of CCom-
mons with reference to certain sales of small arms munitions.

The Right Honourable, the Premier, stated that it was proposed to refer the mattes
to me for investigation. Tt was his armounced desire that the Opposition should be
represented by counsel. In this willingness the Honourable the Minister of Justice
concurred, -

T had commuuication of both facts.

At the second sitting Mr. Thompson, K., announced that:—

Pr. Ev,, p. 28.

“ There has been eriticism made in the House of Commons of the fact, that,
being an oficer of the Overseas Forces, T should conduct this present inquiry.
[ fail to see, sir, how the fact that T am an officer in the Overseas Forces should
in any way affect my prosecution of this investigation. Ordinarily, and under
other circumstances, 1 would pay no attention whatsoever, to any criticism from
whatsoever source about any matter that I might conduct before any court or
tribunal. Iowever, this eriticism having been made, 1 would very much desire
to withdraw from the further prosecution of this inquiry.”

1 expressed regret and paid tribute to the manner in which Mr. Thompsen had
performed his duties throughout the past life of the Commission.

To this Mr. D. D. McKenzie, K.(',, gave generous support.

At a later meeting Mr. Ilutcheson replaced Mr. Thompson. .

Mr. Dewart’s first instructions were from Mr. MeKenzie. Eventually his position
became that of counsel for “the Liberal party.”

My refusal to allow Mr. Taylor, K.C., to occupy a somewhat similar position in
British Columbia, in relation to the submarine inquiry, has already received mention.
To it I now make brief addition.

Tho-reference and the ofticial scquiescence as to counsel on behalf of the complain-
ants were concurrent and interwoven.

My acceptance of the one carried with it, as a necessity of equity, allowance of the
other.

The granting of right of appearance to Mr. Henderson and Mr. Smith on behalf,
respeetively, of Allison and Vickers, was justified by seetion 12 of the Inquiries Act
(added by 2 George V (1912), chapter 28:—

“ The Coinmissioners may allow any person whose conduct is being investi-
gated under this Act, and shall allow any person against whom any charge is
made in the course of such investigation to be represented by counsel.”

Pr. Ev,, p. 306,

" At the conclusion of the inguiry, counsel presented factums. So T have befors " 7777

me their respective beliefs, in concrete form, of what the evidence had disclosed.
13917—118 .8
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We had communication of, and in use, copies of Dcbates, and Sessional Papers
Nos. 276, 276-A, 213 (reference number).

My original Commission called me to an investigation of governmental pur-
chases of materials of wor.

I was of the belief that sales of war munitions did not come withia the scope of
the Commission.

To quiet doubts the following Order in Council was passed on the 9th of May.

1916 :—

Tr. Ev, p. 1.

The Committeo of the Privy Council have had before them a report, dated
8th May, 1916, from the Minister of Justice, submitting,—with reference to
the Commission of 2nd June, 1915, issued to the Ionourable Sir Charles Peers
Davidson to investigate the purchase of arms and munitions, ote.,, and the
expenditure snd payments thercfor,—that it is deemed desirable to extend the
powers of the Commissioner so as to enable him to inquire into and investigate
the sale or disposal by Your Royal Highness's Government of small arms muni-
tions since 4th August, 1914, referred to in return made to the House of Com-
mons on the 1st and 2nd May, 1916.

The Minister therefore recommends that Your Royal Ilighness cause
inquiry to be made.pursuant to Part 1 of the Inquiries Act, Revised Statutes
of Canada, 1906, chapter 104, concerning the aforesaid transactions, and that
a supplementary Commission be issued in the case conferring and charging
upon the Commissioner all the powers and duties for the inquiry aforesaid
which the Commissioner has under and by virtue of the aforcsgid Commission
of 2nd June, 1915,

The Committer coneur in the foregning recommendation and submit the
sameo for approval,

RODOLPHE BOUDREAU,
Clerk: of the Privy Council.

Perhaps provocative of the discussion in the ITouse and certainly of a character
to call for investigation of some kind was the following correspondence:—-

From the Auditor General to the Deputy Minister of Militia.

Pr, Ev,, p. 44,
Marci 7, 1916.

Sm,—In your statement of reeeipt No. 50 for December last I find Bank
of Montreal receipt for $20,927.44, being payment for 986,300 rounds of ammu-
nition due to F. Orr Lewis at $20 per thousand. As this is an unusually large
transaction I should like to be informed if public competition was obtained or
in what way the price was fixed, and also if an Order in Council was obtained
authorizing the sale.

I am under the impression that this ammunition cost the Government
about $34 or $35 per thousand, and I should like to know what the reason i<
for selling at $20.

T am, sir, your obedient scrvant,

J FRASER,
. Auditor General,

From tho Auditor General to the Honourable the Minister of Finance:—

Pr. Ev,, p. 48.
Otrawa, April 3, 1916.

Sir,—I beg to call your attention to a sale of ammunition made by the
Department-of-Militia- and-Defence. - Some time prior to the 81st of December
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last year this department sold through Col. J. Wesley Allison, without the
authority of the Governor in Council, over 8,000,000 rounds of ammunition at
$20 per thousand.

The department has been buying ammunition since the declaration of war
at $33 per thousand, and has also been - manufacturing ammunition at the
Dominion Arsenal at a cost of $34.60 per thousand, consequently there has been
a loss to the Government on this transaction of over $45,000. -

It is alleged that this amm.anition has been sold to Vickers, Ltd., fo
testing purposes. T can hardly credit this statement owing to the magnitude
of the sale but if it were so why was it sold at such a low rate and why was it
necesgary to obtain the.services of Colonel Allison?

T have reason to believe that the ammunition was resold at an advance of
about 25 per cent, and that its destinat®n was not Vickers, Ltd. I may be

- mistaken in this, but Colonel Allison’s conmection with the transaction doee
not tend to allay suspicion.

I wrote the Department of Militia and Defence asking to be furnished
with an Order in Council and also the particulars of the sale, but have had
no roply.

I have, therefore, to request that you will obtain the approval of the
Governor in Council for the sale and that you will also let me know why the rate
wasg fixed at $20 per M.

I am, sir, your obedient servant,

J. FRASER,
Auditor General.

From the Ionourable the Minister of Finunce to thv Auditor General:—-

Pr. Ev. p. 45.
OTrawa, April 4, 1916.
Sir,—I beg to acknowledge receipt of yours of the 3rd instant referring
to a sale of ammunition made by the Department of Militia and Defence. I
am not aware of the facts connccted with the transaction, but shall at once
bring your communication to the attention of the Prime Minister.

Yours truly,

W. T. WHITE.

The Minister of Finance, on the same day wrote the Prime Minister thus:—
Orrawa, April 4, 1916,

Desr Sk Rosert,—For your information T enclose herewith copy of a
communication which T have received from the Auditor General respecting a
sale of ammunition by the Department of Militia and Defence, together with
a copy of my reply thereto. No doubt you will ascertain the facts from the
Militia Department and bring the matter to the attention of the Council later.

Yours faithfully,

W. T. WHITE.
Sess, Paper, p. 2, et seq.

Lengthy explanatory memorandums were furnished by the Minister of Militia
and Major-Gene.al D. A. Macdonald, Quartermaster-General.

In almost entirety our inquiry had to do with four large shipments »f rifle cart-
ridgoes, addressed to C. A. Searles, Vickers House, Broadway, Westminster, London,
England, for use by his company or by the Admiralty. I shall have need to determine
which of these interests became the ultimate owner by reception and payment.
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Some minor attention was given to sales ta the Royal Norithwest Mounted Police:
to the Savage Arms Company; and o Rifle Associations.

Referencos to these were, however, rather for purposes of comparizon.  They did
not suffer attack.

The department also sold to our Customs eruiser Margaret 12,000 rounds of Mark
VI ammunition. The incident is not mentioned in the evidence.

In his written argament, Mr. Deowart. K.C., submits that the inquiry naturally
divides itself under the following heads:—-

Pr. Ev. p. 310,

(1) The circumstances and reasons for the issue and distribution of such
small arms ammunition, particularly of Mark VI, as was issued or distributed
either to the Canadian Forces or for Cesiadian purposes, or, on the other hand,
for distinetly non-Canadian purposes,

(2) “The alleged issue or sale of Canadian ammunition to or for or on
account of Vickers, Limited, for suggested ¢ machine-gun testing purposes.’

(3) “The question whether this Canadian ammunition was actually sold
or re-sold to the British Admiralty to the knowledge of those who were pretend-
ing to purchase for Vieckers, Limited, or some ‘Vickers’ interest, without coni-
mission,

(4) “ The question whether profits or commissions were made, or intended to
he made, by Sir Trovor Dawson, Mr. F. Orr Lewis, Honorary Colonel J. Wesley
Allison, or any of them, or any others (out of the Admiralty purchase), and also
whether the Minister of Militia for Canada is compromised by his knowledge
of or inexcusable ignorance of the real character of the transaction.”

Technieal expressions are of frequent oceurrence in the evidence.  What they
mean had best be told at once and consecutively,

“Ringing.”—Is the putting of each cartridge into n slot and pressing the metal
still tighter about the base of the cap. Its purpose is to check blowbacks.

A blowhack.”—Oceurs when the powder is blown back through the eap hole. or at
the point where the case was defeetive,

* Burst.”—1s a split quite close to the base of the cartridge.

* Split."—1Ts a burst at a greater distance, say one and a EuIf inches from the base.

* Neoring.”"—~Ts a machine or sand defeet, it is a seratch on the surface of the
cartridge.

* Mark.”—With a figure or numeral attached denotes a scries.

Some change in an antecedent issue has been made. The expression is applied to
rifles, hayonets, and cartridges; but the markings have no relation to each other.

Y Mark I, -303.”—-s applicable to the latest issue of the Ross rifle. The 303
means that the internal diameter of the barrel is -303 of an inch—the same as the
British rifles.  Its bayonet is Mark 11.

As to cartridges :—-

“ Mark I"—Began with the Lee-Enficld ritle about 1890,

“Meark IE, 11, IV and V."—Toltowed in succession,

“ Mark V9L”—Was manufactured from 1907 to about 1911, It has a round-nosed
bullet and is filled with cordite composed of solid strings,

“ Mark VII"—Began its cxistence in 1912, It has = pointed bullet and tubular
vordite; that is each strand of cordit. s a fine hole through it so as to bring on
quicker combustion. Tt is, in other effective respeets, more elaborate than Mark VI.

“ Defective” “ Under Suspicion.”—Synonomous to:ms. .

* Package,” *“ Case.”—There are seven cartridges in a package; and from 1,000 to
1,100 in a case.

R
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Pr. Ev., p. 237.

« The Militia Council.”—Ts composed of the Minister of Militin, the Deputy
Minister, the Chief of the General Stafl, the Quurtorm{astor-ﬁcnorul, the Master-Gen-
eral of the Ordnance, and the Accountant and Paymaster (iencral.

Pr. Fv,, p. 242,

There is no question whieh need be reforred to the Militin Council unless the
President of the Council so chooses. It has no right of its own to bring up questions.

Suve at short intervals, minutes of the proceedings of the Council have not been
kept since the outbreak of the war; this on account of pressure of work and expedieney.

« Vickers Limited.”—An English corporation; great builders of ships and makers
of guns and munitions of war.

Sir Trevor Dawson is onc of its directors, and prominent as an cxecutive officer.

« (fanadian Vickers, Limited.”—Incorporated by Dominion Letters Patent. Head-
quarters nt Montreal. Tt has drydock and shipbuilding works, and manufactures shells.

Mr. F. Orr Lewis is Prosident. Prior to the establishment of this company, he
was sales agent in Canaca for the English Vickers.

There is no doubt that the parent company is the business overlord of the Cana-
dian corporation.

T put into the form of an abstract statement the dates, sales, payments, and other
details, seattered throughout the record, which have conneetion with these transactions.
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In juxtaposition, I place extracts from the account of the Bank of Montreal,
New York branch, out of which the payments for the munitions came.

There were two accounts—No. 1 and No. 2—in this branch, opened by the
Admiralty for war purposes. No. 1 concerned, admittedly, transactions not having
any connection with Canadian matters. ’

Mr. A. G. Parker, manager at Ottawa of the Bank of Montreal, produced a copy
of No. ¢ account, and a quantity of corespondence.

All these were carefully scrutinized by counsel. They came to an agreement as
to the items of the account and the letters which it was needful to have before us.

The items of the account thus abstracted are the following:—

Pr. Ev., p. 185.

F. Orr LEwis, Esq., Trustee
In account with the Agent,
Bank of Montreal, New York,
No. 2 Account.

LR 2

Dr. Cr.
¢ Dec. 9, 1915, Per National Park Bank. .. .. .. .e..eo $29,457 75
; « 13, 1915. Per Natlonal Park a/c. Samuel
MONtABUE. . .o «0 +4 o0 oo =0 26,176 00
“ 21, 1915, Payment J. W. Alllson.. .. .. .. $ 4,000 00
« 28, 1915. Cost telegrame to Quehec. . 197
- « 28 1915. A comm. a/c. payments.. .. . 167 85

{ « 99, 1916, ‘Transferred to Bank Montreal,
[ Ottawa, for credit of Receiver
; Generul for Canada Militia
Dept., 986,300 rounds am., and
813 boxes to cover same.. .. 20,927 414
Jan. 4, 1916. Payment a/c. Ross bayonets and
scabbards plus cost telegrams
and commission.. .. .. .. . 3,007 T4
« 11, 1916. Per National Park Bank. .. .. ..~ ....e¢ 49,951 00
. . « 18 1916, Transfer to Bank of Montreal,
Ottawa, for credit Recelver
General for Canada, Militla
Dept., payment 1,999,800
rounds cartridges and boxes.. 42,867 82
« 24, 1916, Per Merchants Bank of Canada
for London Joint Stock Bank. ...... 24,658 00
7. 1916. (Nothing to show what for .. .. 4,125 00
9, 1916. Per Merchants Bank of Canada,
order London Joint Stock
BanKk.. .. vu os o0 ot 0n o

...... 1,130 42

On June 9, 1916, there stood to the eredit of this account, $08,338.12.

With these basic facts under observation I proceed to an account of the in-
i cidents, direct and collateral, which preceded, accompanied, and followed the sale
: of the munitions.
; Tt will come to be my further and more oncrous duty to arrive at conclusions on
the whole matter. :

T take up the divisions or  headings,” as regards the inquiry, submitted by
Mr. Dewart. : '

Pr. Ev. p. 310.

1. “ The circumstances and reasons for the-issue and distribution of such
gmall arms ammunition, particularly of Mark VI, as was issued or distributed
either to the Canadian Forces or for Canadian purposes, or on the other hand,
for distinctly non-Canadian purposes.

9. “The alleged issue or sale of Canadian ammunition to or for or on
account of Vickers, Limited for suggested “ Machine-Gun testing purposés.”

3. “The question whether this Canadian ammunition was actually sold or
re-sold to the British Admiralty to the knowledge of those who were pretending
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to purchase for Vickers Limited or some ¢ Viskers ™ interest, without commis-
M b33
&lon,

Astothe civeumstances and reasons forissue.

In 1913, the then Minister of Militin, Sir Sam Hughes, being disquicted as to
the Quebee Arsenal and as to the condition of extensive quantitics of small arms
ammunition, in sterage, determined on the creation of a wholly Tinporvial Board of
I'nquiry.

‘As a result of his application to the British War Office, Colonel Sir 11 W, W.
Barlow, Bart., C.B, and Captain (. Ogilvie, R.A., experts of high standing, were
scconded from their duties at Woolwich, to come to Canada,

Extensive inspections covered administration, manufactuse and’ production.

Sess. Paper, p. 48,

This report bears date Quebee, June 19, 1913, 1t s rich in details, and im-
pressive as to conclusions,

Of the millions of small ares tmmunition in store, standard tosts were made.

On its quality and the possible remedics——more or less effective—to cure its
defects they reported as follows:—

Ress. Paper 276, p. s6, (Barlow Report, p. 36e.)

We do not recommend the continnance of ringing on new smmunition, We
regard the ringing as o satisfactory Laethod of checking the blowbacks to
which Dominion Arsenal 303 cartridges have in the past been peculiarly liable.
Cascs recently manufactured—with cap chamber better formed and freer from
soores, cte.,~—do not require ringing, and we do not consider that in .303 cases
el future manufacture any. necessity should arise for this treatment—whicl,
should be regarded only as a menns of overeoming the evils of defective manu-
facture,

Some 40,000 to 50,000 cartridges have been rejected on examination after
ringing. ’

We would suggest that these be*visually examined for elimination of
seared eases, ote,, and used for machine-gun practice only,

(Ress. Papers (1916) No. 2706, p. 96. Barlow-Ogilvie Report, p. 46) .-

* Ammunition subsequent to February, 1908, to be ringed visually examined
for ringing and for external scores, and for elimination of the old, e.g. (07) cases,
and subjeet to firing proof before re-issue, For each lot of 200,000 rounds, 1,000
rounds should be taken for proof; if a burst occurs a second proof of 1,000
rounds should be taken of the lot in question and also of the lot immedi'utel,v
preceding and the one immediately following. We do not think that ammuni-
tion manufactured in and prior to February, 1908, is likely t wve rendered
serviceable even after ringing, on account of the uncertain annealing and its
liability to bursts, and we are of opinion that the ammunition should be broken
up, the cases might be used for blank, und a certain saving thereby effected.”

In conerete from the conclusions of the experts may be thus stated :—

(a) -303 future ammunition should not need ringing.

(b) +303 ammunition has in the past been peculiarly Hable to blowbacks.

Ringing is a satisfactory way of checking the blowbacks, to which the -303
cartridges have in the past been peculiarly liable, through defective manufacture,

(¢) 40 to 50,000 cartridges have been rejected after ringing,

(d) Ammunition manufactured prior to February, 1908, is not likely to be
rendered serviceable by ringing. It should be broken up. The cases might be
used for blank.




. e & s A

et

WAR SUPPLIES PURCHABES 1

(¢) AmmuiNtion subsequent to this date should be visually examined;

subjected to firing roof, and ringed when necessary.
(f) This test should be as follows: “Out of 200,000 rounds test one

thousand, if a burst occurs test a second thousand, if a s€eond burst occurs test
another thousand out of this 200,000; and also n thousand in the like lot

immediately preceding and following.”

port the Arsenal proceeded to ring all

In complianee with the suggrestions of the re
1908.

ammunition of manufacture date later than January,
The following were the results:—

Pr. Ev., p. 163.

1008, ammunition ringed, examined and tested, passed as
gervicenble. . cv vh e e el e e e e e rounds 167,500

Condemued as dAUZETOUE .+ oo v ve oo or oo vr on . 149,600
1912, mmnmunition ringed and inspected.. .. .. + 1,274,900
s 12,000

Rejeeted. . oo v vn ov on we ae en e e e e
Ringed but not inspected  because  of work being
SEOPPOd. o v vr ve oo e e e e e e ..rounds 140,800
Abrupt ending of the renovation took place when the war eame. Every cffort

became centered on the production of new ammunition. of undoubted safety and

effectiveness for Overseas service.
Between the Barlow-Ogilvie report and war there had been departmental discus-

sion of what disposal ought to be made of the ante 1908 cartridges. Recommendations
for its absolute destruction by drowning or otherwize had somc adherents. This course
would have given relief to storage pressure and made the Doxes available. Other
opinions supported an extraction of the bullets, firing off of the cartridges, re-annealing

the brass, and thus salvaging at least something.-

=0y
Captain Ogilvie was expected to return from l‘)ngln_ml. and the question was left

in abeyance.
It will be remembered that the manufac
of 1912. Tt is of first class standard, and ha
seas Forces.
Of Mark VI, there were

hauled by Barlow and Ogilvie.
The Sessional Paper No. 276 includes the following statement (p. 127) which

affords us some interesting information as to quantities:—

ture of -303, Mark VII, began at the end
s been continuously issued to our Over-

many millions in store at the time the Arsenal was over-

“ Quantities of Cartridges, . A. Ball *303 inch on hand:-—

*1st August, 1914—
WMAFK VI.t oo vv ee ce ve me e e e e e e e e e 36,418,160
IO 14 S S R 3,534,571
[ 3 L P T R 39,952,731
318t December 1914—
CMATK VIt v v e ee e e e e e e e e s e e e 14,936,304
LE 4 § S A 4,161.656
L 3 | P 19,097,860
“31gt March, 1916— .
CATATK VIee vo vn e on e me me en e e e e e e e e 9,449,772
L 5 § S R R 12,569 080
22,018,852 "

LT 3 1Y O R

These figures disclose two striking features, Mark VI diminished by 75 per cent;

Mark VII increased in proximity like ratio.
The reduction at the Arxsenal of Mark VI resulted in considerable measure, from

its distribution to Military Districts, Training Camps, Regimental shooting, Rifle Asso-
ciations, Cadet Corps and the like.
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Pr. Ev. p. 238,
The Valcartier Camp (August-September, 1914) alone absorbed over four millions,

Pr. Ev. p. 214,
At Camp Hughes, Manitoba, a daily average of 10,000 men were at the butys.

Rovar Nortnwesr MouxTtep PoLict.

In January, 1916, Comptroller Fortescue, 1.8.0., in command of the Royal North-
west Mounted Police, applied for 500,000 rounds, Mark VI.

Pr. Ev, p, 216.

Mark VII, by reason of its great power, could not be used in the Lee-Enfield car-
bine with which this force was armed.

Pr. Ev. p. 219,

Mark VI of 1910, was issued by Major General Elliot of the Ordnance, spite of
the opinion of Colonel Harston, Chief Inspector of Aims and Ammunition, that it
was of a dangerous class, The General explains that this memorandum escaped his
notice. He had in mind and acted on his experience as Commander in Chief of Camp

Hughes in 1915, which gave him the belief that it was more reliable than other previous
issues.

The price charged was $20. e
Pr. Ev., p. 992, -

Pending this investigation, Jeneral Elliot received g report on R.N.W.M.P. |
results. It appears thereby “that the ammunition is defective, but it is possiblo to use %
it in the rifle or carbine”—in the Maxim machine gun the faults are more obvious,
and its vse inadvisable,

ROSS RIFLE COMPANY.

The desire of the department to get rid of Mark V I, 1808-9 ammunition and at a
low price had proof in a correspondence with the Ross Rifle Company.
Pr.Ev, p. 248. Sess. Paper 276, p. 40, 42, 44.
In February, 1914, the company obtained a quotation which was not utilized, of $10 ;
per thousand for 500,000, On May 4 there was inquiry as to the largest quantity up to :
forty millions which could be obtained at this price. The department answered (May |
18, 1914), ten million rounds of 1908-9 manufacture a $12; boxes extra; delivery to ‘
be taken at Toronto, Montreal and Halifax. Refusal to buy ensued, for the reason '
that the first quotation had been $10 per thousand. The reply explained that refusal to
accept had been followed by instruq;igns_mnm-ring, e e
Pr. Ev. p. 163, 165.

All of 1908, had been ringed and tested.

o e SAVAGE_ ARMS. COMPANY, =+ e oo T T T T
- Ses~ Paper No. 276, p. 10-22. e
During these transactions with Sir Trevor Dawson, The Savage Arms Company,
of Utica, N.Y., were engaged in the manufacture of “Savage-Lewis Machine Guns” on
Canadian eccount. In November, 1915, they needed 150,000 rounds of the latest issue
. —Mark VII—for testing purposes. The Quartermaster General, the Master General
of Ordnance, the Direcctor of Musketry and the Paymaster General dealt with the _
.matter, apparently as one of routine,

The price charged and paid for this new ammunition was $30 per thousand; hoxes
extra.
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CANADIAN CRUTSER “‘MATCARET.”
Sess. Paper No. 276, p. 136.

In July, 1914, the department sold 12,000 rounds of the new ammunmon and
loaned 24 Mark 111 Ross rifles to this vessel.

We have learned enough for the time being, ~f tho quantity tmd condmons of
Mark V], as held in Canada, when there came about sales cf three milion rounds, in
round figures to Vickers, or the British Admiralty.

I proceed to n development of their relating incidents.

Concerning the opening negotiations, Lieut.-General Sir Sam Hughes testifies :—

Pr. E, p. 3.
By Captain Thompson:

Q. Is it correct, General Hughes, that Mr. Allison made the arrangement
with General Macdonald?

A. No, the primary arrungement was made long bofore that with a
raember of the Vickers firm who was out on a special mission and who spoke to
me. Some one informed him that there was some defective ammunition. Some
time considerably previous to this, a member of the Vickers firm, speaking of
the scarcity of ammunition, had suggested that everyone knew that we had a
lot of defective Mark VI ammunition on hand, and he suggested that this might
be of use for machine gun practice, and thus release our good Mark VII ammu-
nition in England for the front.

3 Q. Was that suggested to you?
: A. That was suggested to me long before——

Q. Long before September 81

A. In the early spring of 1915, I said I knew nothing about that, that
it was in the Quartermaster General’s Department and that if they would have
their Canadian agent see the Quartermaster General he would make any arrange-
ment necessary as the disposition of all defective stores was in his hands
entirely.

Pr. Ev, p. 4.

Q. Nothing further was done until September, 19151

A. I never heard of it again except a casual mention one day and I again
referred the officer to the Quartermaster General. '

Q. The first reference would be in February, 1915¢

A. I think it was April.

Q. April, 1915%

A. Yes, along there.

Pr. Ev, p. 8

When Colonel Allison, who, I believe, is Vickers’ agent in New York,
came to me, having seen General Macdonald, I told him to go back to General
B Macdonald and see him about it,
Pr. Ev,, p. 253.

Mr. DEwarr: Who is the Canadian agent to whom you refer theref
Sir SaM Huenes: I do not know.

Mr. Dewarr: Didn’t you know it at that tlme, or did you not believe it
to be your friend Allisont

Sir Sam Hueties: Allison had nothing to do with them at that time, as
I understand.

Mr. DEwarT: I am asking you what your idea was.
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Sir Sam Huenes: My idea was they had a Montreal agent,
Mr. Dewart: F. Orr Lewis,
Sir Sayx ITvenes: The Canadian Vickers was their agent, I understood.

Mr. Dewart: That is what you meant by that—did you at that time
understand that this was a purchase by Vickers, Limited, of England?

Sir Sam Huecues: T certainly did; so it was.
Pr. Ev,, p. 254,

Mr. Drwarr: Do you mean to say, General Hughes, having regard to 3

what has transpired and all the evidence brought out in this inquiry, some part |
1

4

!

of which you must have read, do you still say that this ammunition was sold to
Vickers, Limited, of England?
Sir Sam Hucues: I am not talking about what has transpired at this
inquiry, I am stating the faets, it was sold to Vickers, Limited.
Mr. Dewant: May 1 say, Sir Sam Hughes, that so far as this is concerned, ‘
it is extraordinary that you have not realized betore this that it was not sold to i
Vickers, Limited. : .
Sir Sam Trenes: But it was sold to Vickers, because General Macdonald
showed me an order that it was to be addressed to Vickers, Limited.
Mr. DEwart: Do you not know, sir, that it was never sold to Vickers,
Limited, but that it was sold directly to Allison
Mr. IeNpersox: No, there is no evidence as to that. ,
Mr. DEwART:  Aud that 1t was consigned to C. A. Searles, Vickers House.
Sir Sam Huvenrs: That is a deliberate insinuation; an untruth, that it ;
was sold to Allison. '
Mr. DEwarT: T ask you this: Was there any other man who negotiated
the sale in Canada except Allison{
Sir Sam ITuveines: The gentleman to whom T have referred.
Mr. Dewart:  That gentleman had only a short conversation with you;
havo you looked through the documents to see that the whole transaction was
one with Allison?
Sir Sam Hucenes:  Allison had nothing to do wiih it

Mr. Dewart: Have you looked through the documents to sce that under
Allison’s instructions this ammunition went to (I, A. Searles, Vickers House,
which is the building where Vickers do their business.

Sir Sam lvenes: Exactly, that is where it was sent.

Mr. Dewarr: Tlave vou learned that Vickers, Limited never purchased
one round of this ammunition ?

Sir SaM Huenes: T do not know anything about it; I know that the
order came to send it to Vickers.

Allison’s account of hiis past connection with this matter is thig:—
Pr. Ev,, p. 3.
By Cupt. Thompson:

Q. How did you frst ascertain that ammuniton of a defective nature
was for sale, or available in Canada? .

A. T telephoned to the Quartermaster General from Now York after a
conference with a representative of the Dritish War Office to ascertain if
they had any -303 Mark VI that they could not use, or, if not, where T could
get it.

Q. Did the person with whom you had the econference in New York tell
you that there was Mark VI ammunition available in New York?

Y

T
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A. No, I ascertained that from General Macdonald. '

Q. Did you have any conversation with a representative of the Vickers
firm in regard to Mark VI anununition?

A. Yes, sir.

Q. Prior to the sale by Canada te Vickers through you?

A. Yes, sir.

Q. Did this member of the Vickers firm inform you that there was Mark
VI ammunition for sale in Cunnda. or available here?

A. No, sir. I presume I telephoned to General Hughes at the same time
and he referred me to General Macdonald.

Pv. Ev, p. 9.
General Macdonald also testifies- thus:—

By Capt. Thompson:

Q. Do you recall the first occasion on which you met Colonal Allison in
reference to the sale of this ammunition?

A. Tt would have been some time prior to that letter. T have no definite
or clear recollection of what passed between us atl the time except that he
had come to me from the Minister in comnection with obtaining some of this
anununition and which T think that letter has reference to. What passed
between us then would not have amounted to anvthing because the time for
action had not yet come.

Q. Do you know approximately how long it was hefore the date of that
letter that the interview took jplacat

A. Tt would not be very lomg. *

Q. Did you fix the price—A, —-

Sir Cnantes DavinsoN: In what quality did he coma?

The Wirxess: ITe did not say for whom he was acting except that he
had come from the minister to me. 1 did not know really whom he was repre-
senting until afterwards. :

Q. Did you think he was buying it personally?

A. T thought, from a hint that he indirectly gave me, that this am-
munition was being purchased for the use of the Imperial poople, and in
making a sale, T felt that, if it were required for a purpose of that kind,
we were doing rather a good turn to these people overseas as well as getting
a return ourselves for what was defective ammunition.

Pr. Ev,, p. 283. ( '
“ By Mr. Dewart:

Q. Qeneral Macdonald, T see that you were examined it this matter by~

~ Capt. Thompson, K.C., on the 13th May last, you remember the circumstance?
A. Yes. )

Q. At that time you said you had no definite or clear recollection of what

passed between Coionel Allison and yourself, at your first meeting, except that

he had come to you from the minister that is the way you put it, in connection

with obtaining some of this ammunitiop. That will be found at page 9 of the
printed evidence. Iave you refreshed your memory at all so as to speak more
accurately with reference to your first conversation with Colonel Allison about
the purchase of the ammunition?

General Macnoxatn: I have striven to try and recollect whether I could
remember anything more than I stated there, but really that is just as I remem-
ber it now. I cannot give any impression as to anything definite that passed
between him and me at the time. My recollection is that he was with me but a
few minutes, and that T had really no conversation with him about it.
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Pr. Ev., p. 136.
Colonel Allison further testifies when in the hands of Mr. Dewart :—

Q. What was your exact status, so tar as the Dominion Government was
concerned, in any negotiation that you undertook or pretended to undertake with
reference to the purchase of this small arms ammunition ?

. I do not know what you mean.
. Whomn did you represent?
. A representative of the British Government,
. Of the British Government?
Yes.
. On whose authority ?
A representative of the British Government.
. But authorzed by whom to represent the British Government?
. I do not understand your question.
. You appear to have conducted certain negotiations with the Canadian
Militia Department, looking to the purchase.of certain small arms ammunitions?
A. Cartridges?
Q. Yes, ammunition, and T want to ask whom you represented in that
respect, under whose nuthority ?
‘ A. 1 was, ns I said, a representative of the British Government.
Q. Would you mind mentioning the name of that represcntative?
A. T do not know thet T should answer that.
Mr. Hexberson: Better give it.

The Wirxess: Sir Trevor Dawson.

By Mr. Dewart:

Q. What information had you with reference to the small arms amnmu-
nition or eartridges that exist in Canada at the time you undertook these nego-
tiations?

A. T de not remember where I got my information. I may have got it
from him, and 1 may not. I know I telephoned to General Hughes, and ho

" referred me to the Quartermaster QGeneral.

Q. Can you tell the time you telephoned to General Huphes?

A. Some time carly last summer, a year ago.

Q- June or July perhaps?

A, Yes”

Pr. Ev,, p. 143.

OrCPO>OPO

By Mr. Dewart:
Q. Was it suggested to you by Sir Trevor Dawson that this lot of defec-
tive Mark VI ammunition might be of use for machine gun practice?
A. T do not remcmber any of my talks with Sir Trevor Dawson on this

particulur matter. We had many other matters that we talked of, I do not
remember, we had so many deals on.

- These prefatory conversations led up to the-following lettersm - - — -

S.P,p. 16. Pr. Ev, p. 9.

H.Q. O/1718.
Confidential. September 8, 1915,
General D. A. MacpoNaLb,
Quartermaster General,
Ottawa, Can.

My prAR GENERAL,—Referring to my ‘arrungements with you some time
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ago fcr the purchase of 236,000, :303 Mark VI cartridges for Sir Trevor Dawson,
T have just received a cable requesting me to have these shipped to—

“ (0, A. SEARLES,
“ Vickers House,
“ Broadway,
“ Westminster, London.
“ At the earlicst possible moment.

“T have crbled asking authority to pay you for their account here for the
above cartridges. Therofore, kindly send mo your bill and I will sce that it is
paid.

“ Faithfully yours,

J. WESLEY ALLISON,

“ Spoke to Col. Helmer whe says Mark VI, 1912, ringed.
“(Sgd.) J. F.M (a. 1)

“ @Give T.0. 4821 (the figures are the issue order number.)”

Thereon appears tho following:—
“ Spoke to Col. Helmer, who says Mark VI, 1912, ringed.
“(Sgd.) J. F. M (S. H.)?

Colonel Helmer is the Director Genergl of Musketry; “J. F. M.” are the initials
of Col. J. F. Macdonald, Principal Ordnance Officer; and ¢S, H.” those of the Min-
ister, by way of approval.

By request of the Minister’s Military Secretary, Allison withdrow the word
« Confidential ” which appears on this letter.

There followed an application for an additional quantity. Thus:—

Sess. Paper, p. 20.
“ Horer, MANHATTAN,
“ MapisoN AVE., NEW YORK,
“October 0, 1915,

* Confidential.

“ General D. A. MacpoxaLy,
“ Quartermaster General,
“ Ottawa, Ont., Can.

“ Dear GENERAL MactoNaLp,—I have just received instructions from
London requesting me to order from you an additional 750,310 308 Mark VI
cartridges to be shipped to the same address as roferred to in my letter of Sep
tember 8. They have asked if you would permit thom to deposit the amount of
the purchase price to the credit of the Canadian Militia Department in London,
at the Bank of Montrenl there.

“ Thanking you for a reply, and with kind personal regards, T am,

e+ et et D e = e e SRR { Yours~very-tru1y, e e e e e e e

“J. WESLEY ALLISON.”
Sess. Paper, p. 21, ‘

Two days later Allison telegraphed that this shipment was also to be addressed to .
Vickers House; and to sund account to him.

Sess. Paper, p. 21.

The Quartermaster General replied that the price of ammunition was $20 per
thousand—boxes extra—average price, $1.47 each,

18017—2B ’



18 REPORT OF COMMISSIONER

Sess. Paper, p. 25.

By this letter of November 23, 1915, the Principal Ordnance Officer transmittod

to Allison debit vouchers of the two shipments of 236,000 and 750,300 rounds (total
986,300), with this requeat :—

“Will you instruct your principals to )lace the amount $20.926.94 to the
credit of the Reeciver General of Canada in the Bank of Montreal in London.”

Copy of this letter was transmitted to the Paymaster CGeneral.

By a subscquent arrangement the nmount was transferred from No. 2 Account,
Bank of Montreal, New York, to the manager of the branch at Ottawa. and there paid
to the credit of the Receiver General of Canada, Militin Department,

Sess, Paper, p. 27,

Purchase of a further two million rounds was sought. The Quartermaster is in
doubt as to whether the application was verbal or in writing. e imagines the latter;
of this the Principal Ovdnanee Officer notiiied the Quartermaster General, who secured
and transmitted the “O.K. of the Minister, .

The followiug is the reference i

QM.G. C/1118,
An application for an additional million rounds of Mark VI ammunition
has been received from Colonel Allison on behalf of the Vickers Coy.
Ammunition to this amount is available at Quebee. Tt is part of this which
is under suspicion. Should this issue be made at the same price as the last two
issues, please?
J. T Macnoxann, Lt,-Col,
P.0.0.
Orrawa, 11-11-15,
0.K.
S

Spoke Q.M.G. that Col. Allison wanted two millions.  Told to increase to
that amount,.

J.FM.
Dexire existed to obtain two million rounds more 1—
Sess, Paper, p. 28,
C-1718.
New York, N.Y., Dee. 18-15.
Gen, D, A, Macboxawn,

Q.M.G., Militia Dept,, Ottawa.

Can you ship our friends, London, two million more 303 Mark Six? Genoral
Hughes here and approves, but requested me to wire you.

J. WEsSLEY ALtisox.
Thercupon the Principal Ordnance Officer addressed this request for instructions
__to the Quartermaster General:—
Sess, Paper, p. 30.

C/1718
Quartermaster General,-—

Sale of S.A. Ammunition to Viekers, London.
Colonel Allison has applied for 2,000,000 1ounds of S.A. Ammunition
tMark VI) for his principals, the Vickers Maxim Coy. of Tondon.

There is available in Ordnance Charge this amount of ammunition. Tt is
part of that under suspicion,

.

I

A
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The amount of this ammunition already shipped to this company is 2,146,000,
Shall issue be made at the same price formerly charged—8$20 per thousand?
J. F. Macpoxarn, Colonel,
P.0.0.
Orrawa, 20-12-16.

On the copy of this request for iustructions as set forth in the return appear these
successive memos:i—

Sess. Papor, p. 30.

“ Minister says O.K,
“ (Sgd.) D. A. MACD. (i.e,, Quartermaster General) 20-12-15"

Ascertain where and by whom this is to be used if sold by 0.0.

“(Sgd.) S.II. (i, the Minister).”
“QM.G.

“ Please note Minister's instructions if this ammunition is to be sold it
must be done by Order in Council and the Minister's inquiry should be fully
answered.

“(Sgd.) Yua., Fiser,
“.M. (i, the Deputy Minister of Militia).”

The copyist, as he was not making a facsimile, in his Sessional Paper copy omitted
two crossed-out memorandums which appesr on the original.

Pr. Ev,, p. 202,

They are: “ 0.C. S.II.” and “ Old condemned amm.”

Allison by wire on date, December 20, asked for a reply.

So far as the Quartermaster General is aware there was neither answer to nor
conmnunication with Allison on the subject.

Of these occurrences the Quartermaster (eneral gives this account:—

“ My, Dewant: The question T was asking (leneral Macdonald was, what
record is there in tho department to show any answer or communication from
the department to Colonel Allison, after his telegram of the 20th December, and
before the Minister’s application for an Order in Council on the 5th Jannary?

“ General Macpoxatp: Nothing, exeept that memo, of date 20th December.

“ My. Dewant: Then, from your recollection, tell me what happened, so
far as that application was concerned, of Colonel Allison’s for an additional two
millions from New York on the 18th December? Before the Minister applied
for this Order in Council of the #th January, somethivg must have intervened.

“ General MacpoxaLp; This memo was prepared, 2aying he had asked for

tho two millions, and then the matter was taken up by the deputy, as I remem-
Der, in reference to the Order in Council, and I do not think that after that it
came back, or, I do not remeaber of it coming back.

“ Mr. DEwanrt: Was there any communication with Colonel Allison in the
meantime?t’

« Genernl Macpoxain: Not that T am aware of.

“ Mr. DewarT: By telephone or otherwise, was he communicated with dur-
ing that period?

“ General Macpoxarb: I cannot tell you.

“« My, DEwarT: Was there any discussion between the Minister -and your-
solf, or the deputy minister and yourself, as to the necessity for this Order in
Council?

13917—24B
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“ General MacpoNaLp: T do not think there was any special discussion; but
it was talked of in Council, I thirk, if I am not mistaken.

* Mr. DEwarT: Do you mean the Militia Council?

“ General MacpoNaLp: Yes, but I would not be sure about that. The deputy,
I think, took the ground that there ought to be an Order in Council, and the
Minister did not object, as I remember.,

“Mr, Dewarr: He applied for it, as a matter of fact, but can you tell me
what discussion took place with reference to these two million rounds of ammun-
ition that had been asked for by Allison?

“General Macvonarp: I do not remember a single word.

“ Mr, DEwaRT : It scem’ odd that there was no reply to him.

“ General Macponatp: T suppose we did not consider it necessary bocause
the action was taken at once, as you will see by the memorandum, showing
he had asked for it.

“ Mr. Dewarr: When did you find that the Order in Council was not to be
granted ?

“ General MacpoNaLn: I do not think there was any further action, nor has
there been since.”

Thereupon there camo the following submission 1 —
Sess. Paper, p. 31.
Otrawy, January 8, 1915.

To Iis Royal Highness the Governor General in Couneil

The undersjgned has the honour to submit for the consideration and
approval of Your Royal Highness in Council, an application from Vickers,
Limitel, for the purchase of 4,985,000 rounds of S. A, Ammunition, Mark VI.
This is part of the stock of Mark VI ammunition which, under suspicion, was
not allowed to be used with rifles in Canada. The price of the aminunition to
be $20 per thousand rounds. This ammunition, while rejected for rifle use is,
however, reported to bo suitable for the testing of Vickers machine guns, now
being manufactured in very largo numbers in England.

The matter is respectfully submitted.

SAM. HUGHES, Major QGeneral,
Minister of Militia and Defence.

Of positive resulting action there was none.  Apparently the higher autherity
decided in the negative. The evidenco does not discloso whether the final refusal to
gell, or rather the non-passago of an Order in Council in approval of the sale was
founded on a doubt as to sufficiency of price, or on the non-desirability of letting this

- Jargo_quantity of munitions ge. out-of-the country;—- -

The evidenco of record in justification of the one—as I shall presently decide—

makes it rensonably certain that the other was the cause of the non-passage of the
Order in Council sought for.

I have sought to keep, in immediate sequence, the four applications made by . . ..
“Allison with an account of what became of them,

I now proceed to deal with tho crop of outrising questions.
Who was the buyer?

Sir Trevor Dawson ig a director of and a notable figure in the Executive Depart-
ment of Vickers.

F. Orr Lewis, to repeat, is President of the Canadian Vickers and has business
relations with the parent company.

e i
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J. W. Allison is a Canadian, who for the pest thirty years has conducted business
operations in the United States.
C. A. Sea:1s ir an official in a gun and ammunition department of Vickers. Orr
Lewis spenks ‘n this way of him:—
Pr. Ev, p. 105,
By Mdr. Dewart:

Q). Witk reference to Mr. Secarles, who has becn referred to, what posmon
does he occupy in connection with Vickers Company, Limited ¢—A. Ilo is in
one of the departments; he is in the gun and amraunition department.

Q. In what capacity i—A. He is an official there.

Q. He is not a director{—A. No.

Pr. Ev., p. 106.

Q. Did you suggest his name as a person to whom the ammunition should
be shipped &—A. No.

“Q. Can you account at all for how his name came to be used?—A. His
name was used for all the shipments from this side.”

“ Sir CHarLES Davipson: You might proceed to ask why it was not shipped
to Vickers, Limited, was there any public reason for shipping it as it was
shipped !

“Mr. DEwart: Vickers, Limited, T take it, had no interest in the matter
at all. .

“ Sir CriarLeEs DavipsoN: But in regard to the other things, is there any
explanation which you might properly ask?

“Mr. Lewis: These shipments were shipments of war materials, and the
answer which suggests itself 1 that the Vickers name would not be ueed.”

Sess. Paper, p. 25.

When the Principal Ordnance Officer transmitted the accounts to Allison he
spoke of them as being for the Mark VI ammunition shipped to Vickers, London, and
asked him to instruct “your principals” to place the amount to the credit of the
Receiver General of Canada in the Bank of Montreal, London.

Sess. Paper, p. 26.

In the same officer’s notice to the Paymaster General of this transmission, he
styles Alligon, * the Canadian representative of Vickers, Limited, of London, England.”

The correspondence creates, throughout, the belief that the transactions were with
this corporation.

Further, so far as outward and visible business connections went, Sir Trevor
Dawson was, and acted' as, the representative of his firm. In truth he was, for the
time being, thc confidentiel representative of the Admiralty. Of this he made no
““disclosure to any Canadian official.

The belief prevailed that Vickers were the buyers.

According to the lights afforded by then existing knowledge, this belief was fully
justified.

__ How it later on became known that the Admiralty had bought, and paid for the
ammunition, needs description.

When a copy of the Debates was brought before the Commission, I noticed, on
giving it perusal, that a suggestion or assertion to this affect had been made by Mr.
McKenzie, M.P. He said:—

Hansard, p. 4036.

“It has been reported and I think if it is properly inquired inte it can
be shown, that these goods were not sold to Vickers-Maxim at all, but were sold

to the Admiralty.”
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Parenthetically the explanation may be made. that * Vickers-Maxim ” was a pre-
ceding style of Vickers, Limited.

The Premier and Sir Sam Tughes asserted,, in their replies, that Vickers were the
buyers.

In his factum, Mr. Dewart makes special mention of these replies, and asserts that
they were “inaccurate and misleading.”

At the date of the debate everything on the face of the correspondence and docu-
nments sustained the belief that Viekers were the buyers. This investigation—earnost
though its pursuit has been—has not disclosed the existence of any then knowledge
to the contrary, in the possession of cither the Minister or of any officer in the
Militia Department.

1 do not ignore an impression which at the very outset of the operations—indeed
before writings began—cxisted in the min' of the Quartermaster General. It was of
vague character, as the following question and answer show :—

Pr. Ev., p. 9.
“By Capt. Thompson:
“Q. Did you think he (i.c. Allison) was buying it personally ?
“ A, 1 thought, from a hint that he indirectly gave me, that this ammuni-
tion was being purchased for the use of the Imperial people, and in making a
sale, I felt that, that if it were required for o purpose of that kind, we were doing
rather a good turn to these people oversens as well as getting a return ourselves
. for what was defeetive mmmunition.”
Pr. Ev,, p. 287,

He confirms this impression.

Of its use for Tmperial purposes, whether by Vickers in their testing operations,
or otherwise, or by the War authorities, dorbt could not exist,

How and when, during this investigation, disclosure was brought about of the
fact that the Admiralty was the buyer, cean be best learned by quotations from the
evidence.  Their liberal extent needs no apology.

Tu the course of his first examination the Auditor General tostified :—

Pr. Ev., p. 56,
“ By Mr. Hutcheson:
“Q. Then you say, (i.e., in his letter to the Minister of Finance, Pr, Ev,,
p. 43) *1 have reason to believe that the ammunition war resold at an advance
of about 25 per cent’ Could vou help us by telling whe told you that?
“A. No, sir 1 won't.
* Q. Because you do not know?
“Mr. Dewart: At this point I desire to take this exception: I believe
evidence will begiven at first-hand, if the epportunity is allowed, by those who
can speak with reference to these matters, and I submit that the evidence of the
Auditor General upon this point, which would bo merely hearsay, shiould not be
asked for at this stage. I am prepared to give the undertaking that, with sufii-
cient opportunity to be given, the evidence of witnesses who can speak absolutely
with reference to this matter will be given, - -

e “Mr. Hurcurson: 1 may say that at the present moment I do not know
the names of any such witnesses who may be called, and my sole desire in ques-
tioning the Auditor General is to be put ou the track of useful information.”

1) " I.‘ . "
r. kv, p. 57,
“Mr. Dewanrt: If my learned friend and I had an opportunity of discussing
the matter together, we might be able to discuss it more profitably.
_ “Mr. Hurciteson: T think the Auditor General should reply to my ques-
tion, and I press it. :
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« The Wirngss: My information is confidential.

% Q. Whatever you were told in that regard was given to you confidentially,
and you decline to tell the name of your informant to IIis Honour, the Com-
missioner? '

« A, Just at this point 1 want to put myself right with the Commission. I
think the Commission understands my position. 1 have powers of examination
myself in connection with my work, and 1 do not discourage confidential infor-
mation, and any obtained in that way T do not think 1 should disclose. 1 should
have to deeline to disclose anything that T received ns confidential. '

“Q. T take it from your answer that you do reeall the name of your
informant. -

«Mr. Dewart: Ife has not used the word ‘informer” 1 object to my
learned friend using n word that has a nasty significance.

« Mr. HuoTenesox: I said *informant’ not ¢informer’, and that is not at
all objeetionable. Tt may be quite proper the Auditor General should not dis-
close it. 1 leave that to the Conunission. -

“ My, DEwWART: If you say ‘the source of his information and not tho
“informant’ I will be satisfied.

“ My, Huerenesox: I think T will have to do it in my own way.

“ Q. You have in mind the name of the informant, and you think you should
not disclose the name here?

« Sip CHARLES Dwibsoxn: 1 might state that from the outset of our investi-
gation 1 have laid it down as a general prineiple that these confidentinl sources
of information should be regarded as privileged, otherwise our inquiries would
have been seriously fettered. Information has been given constantly throughout
our sittings in a private manner to Mr. Thompson. He has utilized it as regards
other efforts to seeure evidence, gud on two or three oceasions T have declined to
permit questions which would reveal the source of the information. What I
might suggest at the moment is a question in this form: Can you suggest the
namo of any witness who will be able to afford us information on this point?

¢ M. Iurchesox: I am quite willing to adopt that suggestion. Is that
not in substance what I have asked?

« Qir Cuaries Daviosox : Ohno, quite a distinetion. Don’t you see the source
of his information may not be a party at all who could supply evidence or who
could be produced as a witness, I think the position is cne that should be
satisfactory to you at the moment. )

« M. Duwart: 1 was going to to say that if my learned friend would not
press that question here— ~

« Qip CHARLES Davipsox: Ife is not going to do it.

« Mr. DEwART: If my learned friend would speak to Mr. Fraser privately
ho might give him the information. I have not beeu able to get it myself.

¢ Qir CrarLes Davibsox: Put the question I suggested.

Pr. Ev, p. 58. N - - '
“Q. Can you suggest the name-of any witness who would assist,us‘in_tpat e

direction?
“ A. i prefer not to-day.

« Mr. Hutcugsox: Are you satisfied with that position, Sir Charles?

i Qjr CHARLES DavipsoN : The answer might have been put in a moro definite
form. Ts there any hope of the future then?

“«The WirNEss: Certainly.
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“By Mr. Hutcheson :

“Q. What about the remainder of the seatenee in which you say that you
have reason to believe that its destination was not the Vickers, Limited. Can
You give us to-day any information which prompted you to gay that in the
letter?.

“A. No, 1 could not give it.

“Q. Fort the same reason ?--A. Yes.

“Q. Then may we hope that on some other veeasion you will supply us
with information which will enable us to follow that line up?

“A. Yes, T think it has been admitted already.

“Q. Tf it has been ndmitted T have no knowledge of it?

“A. T think it is in Hansard repeatedly, that it came from the Rritish
Admiralty.

“Q. I do not feel bound to question you with regard to Allison’s connec-
tion with the matter, which T do not think would further us in this matter at
all?

“A. That is a matter of opinion.”
Mr. Orr-Tewis was enlled at a later sitting. T quote -

Pr. Ev, p. 62,
By Mr, Hutcheson :
“Q. You say that neither the Canadian Viekers nor the English Vickers
had any interest in it? .
“A. None whatever. Neither of these firms had auy interest in this transac-
tion.
“Q. Can you tell us who was the purchaser?
“A. One of the dircetors of the English Vickers came to Canada in April—
T must go back a little to explain myself—came to Canada in March, I think
it was of 1915, on a speeial mission which was in connection with the Imperial
Government. T am naturally very careful about this hecause 1 do not wish to
state in public what T should not state,
Pr. Ev., p. 03,
Bu My, Huteheson -
“Q. Was he acting for Vickers?
“A. Te was not acting for Vickers, no. Ile was acting for the British
Admiralty.
“Q. You having learned from this director of Vickers, Limited, that this
purchase from the Canadian Mjlitia Department was being discussed by the
Imperial Admiralty, what further connection did you have with the matter, if
any—give us the history in order of date? ) i
“A. You asked e what further connection did I have with the transaction?
Pr. Ev, p. 94, )
S By Mr. Hutcheson:
“Q. Did you have anything to do with the payment for this ammunition
and if so, what? ’
“A. Yes, I had to do with the payment for it, but only as a trustee.
“Q. That brings us to what you were about to tell us as to your position ?
. “A. As trustes, this ammunition was paid for through this trustee account,
“Q. We have not yet learned of any trustee account—please confine your-

self to the matter we are investigating—-—you mentioned g trustee account ¢
“A. Yes. /

“Q. What account was that{
“A. That was an account established by o deposit of British money in
order to take care of transactions of this kind.




Lacior VB

S

WAR SUPPLIES PURCHASES 25

“ Q. The account would be by whom{

« A. The account would be by the British authorities to take care of trans-

actions of this kind.

% Q. What British authority?

“A. Well, T presume that one time it would be the Admiralty and another

time a department of the British Government. 7

“Q. Confine yourself to this matter, what account would that bet

“ A. That was the Admiralty.

“ Q. Where was the account kept{

« A. At the Agency of the Bank of Montreal, New York.

“Q. You spoke of it as being a trustee account

“ A. Yes, a trusteo account.

“Q. Who was the trustee?

“A. I am the trustee.

«Q, Is the trust evidenced in writing in any way?

“ A, No, it was verbally arranged in New York.

“ Q. Was tho verbal arrangement made direct with youf

“A, Yes.

“ Q. Can you tell us by whom? - -

“ A. T could tell you that privately, but I could not tell it publicly, perhaps.

“Q. If any state sccret is to be disclosed I cannot sce that the evidence is
important enough to make it worth pressing.

« My, Lewis: If Mr. Dewart would be satisfied with a private statement in
connection with it, I will give it to him with pleasure.

« Mr. Dewart: I do not want that.

« Gir CnarLes Davipson: In this matter, when the witness states that the
public interest would be affected by making the statement in public, and is
willing to make it privately, why should it not he proper to accept the informa-
“tion in that way? Otherwise I shall sit in camera,

"« Mr. Dewarr: 1 almost hesitate to express my view of the way in which
the evidence of the witness is being given, but I shall have to leave it to you, sir,
and not to myself, to say whether I should accept the private statement. e

«Sir CuarLes Davipson: No, sir, you cannot put it in that positions pro-
ceed with the examination. o

The witness adds that this arrangement was-made in April, 1915.

~ The Auditor General was thereupon called.

I again quote:—

Pr. Ev,, p. 110.
« Mr. DEwArT: I understand that there were some sources of information
that the Auditor General would be able to give us to-day which he was not in a
position to give us the other day.

Pr. Ev, p. 111,
By Mr, Hutcheson:

Q. You recall, Mr. Fraser, the other day that you thought it not desirable
"“to give us certain sourocs of information, which you thought might Jater on——
be at your disposal. Could you serve us further in that matter this morning?
A T think the question was whether I could suggest anybody that might
be subpeensed that would throw any further light upon the matter.
Q That was one of the questions. T
S OHARLES Davison: Either information or the names of witaeeses.

The WiTnEss: I would suggest the Bank of . Montreal
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e e e e - By My —Futeheson T
Q. Which officer of the Bank of Montreal?

A. The information would be with the Bank of Montreal, New York., I

do not know what is cust ary, whether a subpena  would be sect to the
head office or direct to New York, ' :

Q. You mean to produce
A. The production would have to be from New York.
Q. Are you referring to the trustee account ?
A. Any documents they
to the ammunition.
Q. The impression we got from Mr. Lewis' v
dealt with a lot of other matters and w.
the scope of the inquiry ¢
, Sir CHARLES Davipsox :
U at the moment.

By Mr. Hutcheson:

Q. And then we have that suggestion that the manager of the Bank of

Montreal in New York be called upon to produce any records ho may have in
his possession relating to this matter?
A, Yes.
Q. Can you suggest to us any other soure
A, No. :
Q. None?
A. No.
Q. Is there anything further that you ¢
eeeee o= - - yourself can disclose regarding the mattor?
T A. Yes, T have received certain information in ¢
" course, it would only be hearsay evidence,
Q. Is that in reference to what m
or is it in some other direction ?
A. That would be available at the Bank of Montreal.
Sir‘ Cl1aRLES Davipsox : By whom confirmed?
The WiTNEss: By the Bank of Montreal.

The Auditor General had with
Agency of the Bank of Montreal,
Pr. Ev, p. 118,

T T have ad them,” he.

might have in their possession with  reference

idence was that this account
ax not confined 1, the matter within

That point. as jt appears

es of information,?

an diselose, any information you
onnection with this. Of

but it can be confirmed,
ay be available at the Bank of Montreal,

him copies of letters on file at the New York

to me, does not arise

e e says, * hut -for -a-vers—short tine o
” During the inquiry T caused the Clerk of the Commission to telegraph  Sir
Frederick Willimns-Taylor, General M anager of the Bank of Montreal, requesting him

to have his proper officer produce copy of Account No. 2, New York, with all relating
correspondence, .

Pr. Ev,, p. 183,

. ____Sir Emderickvthcmumn--instructor_l “his~Ottawa Maunager, Mr. A G. Parker, to
— produce before me the required documents, whick the Bauk’s New York agents would
transmit to him.
Pr. Ev,, p. 184,

This Parker did, and, while without personul knowled
gave as a banker, valuable explanatory testimony,
i’e. Vv, p, 184, e e S
Counsel, on conference, amicably agreed ‘¢ upon the letters and the portion of the
bank statement which should be introduced.” )
. It scems best that the whole of No. 2 Account should be available for reference.
To ‘his end, T have secured a certified copy, which is transmitted herewith.

Its first entry bears date the 23rd of August, 1915; its last the 9th of June, 1915,

e of the matters involved,
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Possibly reference will, at a later stage of this report, need to be made to items not
so selected by counsel.

The position of the Canadian authorities would have received increased strength
had they known of and had they, rcauitingly, bemm able to assert that the sales were,
in fact, to the Admiralty. .

1 cannot discover anywhere in the record, any advantage which acerued through
putting forward Vickers as the purchasers.

The intervention of Allison would call, ng fully, for explanation, in the one case,
ns in the other. .

So, tou, would the alleged charge of an additional 85 per thousand on the price.

This account and the $5 question will receive attention.

The price charged and paid was $20 per thousand rouuds.

" Tn his factum, Mr. Dewart asserta that there was “ an undervaluation” and that:— .

« Even Colonel Ilarston admitted (p. 172) that the 236,000 rounds sold in
September, 1015, of 1912 ammunition which was ringed and inspected ¢as
worth $25 per thousand rounds”’” This must also apply to the like ammunition,
750,000 rounds, seld in October, 1915.”

The entire answer, from which these woods were taken reads as follows:—
Pr. Ev., p. 172 _

‘ « Colonel Harstoxn: Our experience was that 1 per ¢ent'of the 1912 was bad,
but if they wer: ringed and inspected, then the ammunition was worth about
$25 per thousand rounds.. If it was not ringed and inspected we would put it
in the dangerous class.”

1 expect to make some other quotations from Col. Greville-Harston’s evidence.
Pr. Ev., p. 43.

In his letter to the Minister of Finance (3rd April, 1916) the Auditor General
wrote :— . —
“The department has been buying ammunition since the declaration of war

at $33 per M and has also been manufacturing ammunitien at the Dominion
Arsenal at a cost of $34.60 per M consequently there hias been a loss to the
Government on this transaction of over $45,000.”
Pr. Ev., p. 55. )
When these words were penned the Auditor General had not heard anything at all

~———about-the ammunition having-been -found defective... He “thought it was good ammu-

nition.” .
Pr. Ev., p. 54,
As to the cost of buying, his information came from vouchers.

Of the prices at which the depurtment has been buying amnunition sincé t.e
declaration of war, and of the manufacturing cost at the Quebec Arsenal, witnesses

Pr. Ev,, p. 313. T

. did not speak. .

The statements of the Auditor General in these respects are given respectful
appreciation. :

The factum and the letter are valuable as starting points from which I can pro~
ceed to deal with the evidence and to reach conclusions.

The deliveries were of Mark VI—.303.

"Tho years of manufacture and the respeetive quantities were:—

Oct. 15, 1915. 1912, o0 vh e e el e e e 236,000

v 29, 1915. 1912,, .. o0 b e e e e e © 150,300
e 986,300

Nov. 26, 1915, 1906.. .0 v s e we v e e 1,911,800

26, 1915, 1907, vu vv av wn vn e e owe 88,000

B e 1,999,800
2,986,100
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At-the-date-of- the-snles; the ages of the ammunition wel:e, in 1_);oximate or full

w_,’l‘hovshipmene—from--Montreal“(1,911;800"'0‘}' 1906, and 88,000 of 1907) were not

measure :-——

As to 986300 3 years old.
Astol,911.800................................ 9 "
As to 88,000.. ., ., .. 8 o

. Sess. Paper, p. 96 (Barlow Report, p. 46).

The Barlow-Ogiivie Report (June 19, 1913) made theee recommendations :—

As to the Mark VI Ammunition Manufactured before 1908.
To be broken up. ,

As to Mark V] Ammunition Manufactured Subsequent to 1908.

(a) Ringing.

wos s oo (b)Y Visual examination for ringing for external scores and for elimination

“of old eg. (.07) cases (apparently some old cartridges had been refilled.)
Sess. Paper §6, (Barlow Report 1. 36c.)

Ona preceding page, ringing is regarded as a satisfactory method of checking the
blowbacks to which the cartridges have in the past becn particularly liable. But “some
40,000 to 50,000 cartridges have been rejected on examination after ringing.”
Pr. Ev. p, 161. .
Of tha Mark VI, 1912 manufacture, its making was continued unt;l the end of |
the year.
Pr. Tix, p. 163, 306.

These were:— E

Ringedandlnspected..... 1,274,900 ~
Rejected...................................... 12,600 .
Ringed, but not inspected because of work being .topped., .. .. 140,800 ﬁ

Then ringing was stopped because of the war.
Pr. Ev, p. 178,

It is the belief of Lieut.-Colonel Morin, Senior Ordnance Officer at the Quebec
Arsenal, that the 986,300 rounds of 1912 manufacture, shipped from Montreal, had

been ringed. e
Pr. Ev, p. 307, 5

In that belief Mr Hutcheson joins and he adds “ most of which had been_tested.” g

ringed, Col. Morin asserts. They were of the classes which the Barlow-Ogilvie report
had advised the breaking up of.

I give effect to the lately expressed anticipation that further extracts from the
evidence of Col. Greville-Harston would be made,

He quotes the following from the official War Office book :—

Pr. Ev. p. 164,
Stability of Cordite: Cordito is not a_thoroughly stayle substance. Tt
begins to deteriorate from tho day it is made, and if kept long enough it will
eventually igniteo spontaneously.

Pr. Ev,, p. 170. ,
Mr, Jacoss: Assuming it was 1906 and 1907 ammunition, your evidence
is that you consider that ammunition worthless. .
Colonel HARsTON: I consider it was bad. What they wanted to buy a lot
:}f rzt.t:n old stuff like that for, I cannot imagine; I would not allow men to
oot it.
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Mr. Jacoss: Assuming that the department got $20 a thousand for it, what

have you to day to that?
Colonel HarstoN: I should say they ought to return $17.50 per thousand
if they do the square thing.
e proceeds to say that the Admiralty might have wanted it for testing purposes.
Pr. Ev,, p. 173.
Mr. Jacoss: Then with regard to the 1912 ammunition you consider $20
per thousand rounds is a fair price.

Colonel HarstoN: If they took it unringed and unproved I should think
$20 was a fair price.

Pr. Ev,, p. 229,
General ELLIOTT says:—

Sir CHARLES DAviDsoN: In your belief was any of this 1906, 1907, 1910,
1912 ammunition fit to be issued to our troops at the front?

General ELLIOTT: Oh no, sir, none of that is fitted for troops at the frout.
I¢ is Mark VI ammunition.

Further impressive opinions are of record.

General D. A. Macdonald, Quartermaster General:—

Q. TIs that (i.e., $20 per thousand fcr Mark VI) full price, or half pricef—
A. That was the highest price we sold it for.

A, We had not been selling any for some time, but what we sold for Rifle
Associations, Cadets Units, and so on, was at $20 prer thousand.

. On pages 133 and 134 of the Sessional Paper No 276a, there is a “ State-
ment showing sales of .303 ammunition.

Twenty Mark VI sales are detailed.- The highest price was-$20 per-thousand. -

The lasi sale was the 500,000 rounds to the Royal Northwest Mounted Pohce,
which took place on March 4, 1916,

The next preceding entry bears date September, 1914, so that there had been an

_interval of eighteen months without a sale of Mark VI. )

Pr. Ev,, p. 61.

Col.-J. F. Macdonald, J?rmcxpal Ordnance Officer:— .

“A. Yes, $20 a thousand has been the run of it, as far as I can see.....The
price of Mark VII has been fairly uniform at $30.....”

Colonel Helmer, Director General of Musketry:—
Pr. Ev,, p. 233.
’ ..I do not know anything as to the cost of it (i e, Mark VI) I under-
stand 1t was fixed by regulation at $20 per thousand,. ... but the regular price
of ammunition regularly served was $20 a thousand.” :

Pr. Ev., p. 248. Sess. Paper, pp. 40, 41 and 42.

—Tt-will be remembered that in-May; 1914, the Ross Rifle Company asked, what
largest quantity up to 40 millions it could buy at $10; it was oﬁered 10 millien rounds
of 1908-09 at $12, boxes extra; and that it refused to buy.

Pr. Ev,, pp. 163, 165.
The 1908 had been ringed and tested.
Pr. Ev,, p. 11. Sess. Paper, pp. 35, 39.
Militia Order No. 592 (1911) is of the following tenor:—
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“Price of -303 hall cartridges of old manufacture.”

“In future, issues on payment by the Canadian Ordnance Corps of .303 ball
cartridges of over five years manufacture will be made at half price, viz, $10
per thousand rounds.”

The evidence makes for emphatic certainty that $20 per thousand rounds of Mark
VI ammunition was not m undervaluation. It was the standard price; indeed for
such great blocks it was an outside price.

Had normal conditions existed, these impugned sales would have been of advan-
tage to the Canadian Treasury and capable, on their merits, of vigorous defence.

But our then national conditions were abnormal; they were those of war.

It is not an extravagance of belief or of words to asseri that the sales would not
have been, had not war environed the Empire. Tn all likelihood neither Vickers nor
the Admiralty would, in peace times, have sought its acquirement.

What on the other hand were the protective needs.of Canada; as- regarded reten-
“Ttion6f the ‘amimunition ?

If these were of serious character, of course grip ought to have been kept on every
round of ammunition in storo.

Excellence of price would, in that case, cease to be a desirable factor.

I give attention to this feature of the sales.

Did Canada need to Feep in hand the condemned and suspected ammunition?
Pr. Ev,, p. 311.
Mr. Dewart's factum SAYS t-om

“The particular years of ammunition manufactured which have been
spoken of as being ¢ condemued ’ or under ‘ suspicion ’ were vrior to 1912, though

even, 1912, and 1913, were to be ringed befere use according to the view that _

existed in 1913, before the actual declaration of war in August, 1914,

“But after the latter date the views of the Militia authorities changed and
no ammunition of any date was to be destroyed.  Canada needed every round of
ammunition she had, and the so-called defective ammunition was required and
should have been retained here.”

Ness. Paper 276, p. 96. (Barlow Report, p. 46.)

The Barlow-Ogilvice Report recommends as to ammunition subsequent to February,
h )

1908, that it should not only be ringed, but also visually examined  for external scores
and for elimination of the old, e.g. (.07) cases and subject to firing proof beforo issue.”

Sess. Paper 276, p. s6. (Barlow Report, p. 36¢.)

As to the 1913 manufacture, ringing was not needed.

The manufacture of this ammunition—Mark VII—began at the outset of 1913,
was and is of first-class quality and effectiveness; and has been of constant transmis-
sion to our troops in the field.

It was intended to and did supplant Mark VI, which the Canadian Forces, at the
front have not beeri askod nor permitted to use,

The ecarliest reference I find of a change of policy with regard to disposal or
destruction is in November, 1914, I extract it from Mr. Dewart’s factum.

Pr. Ev. pp. 312, 314.
The statement is that the Quartermaster General ordered the distribution of

2,970,000 rounds of Mark VI, 1906, 1907, “ to the various Ordnance Depots only in case
of emergency.” . A : N

Sess. Paper 276, p. 45.

“On the 10th of that month the Quartermaster General, addressed the following

memorandum to the Deputy Minister of Militia, the Chief of the General Staff and the
Master General of Ordnance =

s s
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“ Under the existing circumstances low stock of ammunition, do you think
it would be wise to hold this ammunition until such time as the stock in depots
is brought up to normal conditions.”

Thereon the Deputy Miutister made this note:—
“ We ¢hould not dispose of one single round.”

and the Chief of the General Staff :—

“« With reference to folio 122, the situation has changed (the word ‘since’
is omitted by clerieal error, see Pr. 3, p. 239), the word ‘ destroy’ was written;
and the order (unless repeated) sh -.d not be carried out.” .

A note from the Master General of Ordnance does not appear.
The covering note of the Quartermaster General was:—

““““““ “ Noted. Necessary action taken.”

The folio 122 to which General Gwatkin refers is found on page 43 of the Ses-
sional Paper No. 276, and bears date July 29, 1914,

A brief epitome of it is dusirable. :

Thereby the Quartermaster General, addressing General Eliot with reference to
folios 110 to 114, asks'if in view of the faets that the Superintendent at tho Arsenal
“has neither time, facilitics, nor accommodation” for taking over the ammunition
referred to on folio 41; that storage accommodation and boxes for serviceable ammu-
nition is urgently needed; it might not be preferable to have all this condemued
ammunition destroyed by drowning.”

Col. Benuson, then Master General of Ordnance, added this note:—
“D. of A. (i.e,, Director of Artillery.)

“ Note the (“to” not “the” in original) B. F. “for 6-8-14” (i.e. the
Director of Artillery is instructed to bring forward on August 6, 1914.)

The Minister endorsed un the margin :—
“ Destroy. 8.1, 6-10-14.7

As we have seen, General Gwatkin, ten days later, found the situation changed
“gince the word ‘destroy’ was written” and - advised that ‘“the order (unless
repeated) should not be carried out.”

It was not repeated; the ammunition has not been destroyed.

Pr. Ev. p. 239.

“When 1 wrote that minute, Sir "—testifies General Gwatkin—" 1 was of
the opinion that the situation in Canada did not justify us making away with
any ammunition, even that which was found defective. That was personal
opinion.”

~ Equal in relovancy and fuller in mensure is the testimony of Lt.-Col. Macdonald,
Principa} Ordnance Officer :—
Pr. Ev,, p. 21. '

“ By Capt. Thompson:

“ Q. That made subscquent to 1903 was under suspicion.. You place them -

in two classes, that made prior to 1908 and that made subsequent to that dated
“A, Yeos, I think they felt that if an emergency arose within Canada it
would be advisable to have cvery round of ammunition within reach.

“ Sir CuarLes Davipson: Good, bad or indifferent

“Tho Witness: Yes.

“ Sir CuARLES DavipsoN: What is that date?

“ The WitNkss: Immediately at the outbreak of the war.
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“By Capt. Thompson:

“Q. The situation had changed by this time because General Macdonald

that the reserve of Mark VI ([sic] obviously should be Mark VI1) that
is the good ammunition, was very large?  You bad pluced all of Mark VI in the
same category and were not using it? Is that correct

“A. Yes, that is the situation. '

“Sir CHARLES DaviDpson: You were about to say that you were holing
Mark VI?

“The WirNess: We held Mark VI until such time as the accumulation
of Mark VII reached tho amount—in fact until it very much excceded the
amount—that we were. instructed to maintain as a minimum. I have hero a
statement which is confidential but it may i.terest you if you caro to look at it.

show exactly tho situation.

(Paper handed to Sir Charles Davidson.) It is not for publication but it will

“By Capt. Thompson :

“Q. T do not know whether this is so or not, Colonel Macdonald, but it is
suggested that in view of the fact that your reserve had increased you had
placed all the Mark VI in the same category {

“A. Yes. The decision has recently been announced that it has been with-
drawn entirely from use,

“Q. Will you tell me what date that wag?

“A, They began to withdraw it gradualiy, They withdrew it year by year

and the last thing they withdrew it for was machine guns which was only a few
months ago.

“Q. Mark VIt .
“A. Mark VI, Our accumulation began to grow, our reserve to increase,
and recently they withdrew it absolutely from use, :

Major-General D. A. Mardonald

“We were instructed to keep a minimum quantity of ammunition, good,
bad and indifferent, on hand. When the three million rounds were sold to
Allison, we wero far beyond the minimum amount of ammunition, and the
inferior ammunition had been replaced by superior ammunition, Mark VII.

Botween the departmental occurrences having relation to destruction or other-
wise of Mark VI and the selling of the munitions a full year had elapsed.

In that interval, Canada had, happily, stood free of internal emergeney and the
accumuylation of Mark ¥I1I had grown in marked degree,

Withdrawal of Mark VI had been in progress and few months before Lt.-Col. Mac-

donald’s examination its issue had ceased, in cntirety.

Of the increasing extent of Mark VII in the last three months of 1915 we have not
the precise figures.

The table of reserve quantities already set forth on an carlier page of this report
gives the following relating figures :—

August 1, 1914.. ., ., ., .. .. P e i i e e e e e e 3,534,571
December 31, 1914., .. ., .. " Pttt e e e es e e 4,161,556
March 31, 1916.. ., ., ., .. .. T 12,569,080

To what use the 3,000,000 rounds were put by the Admiralty is not disclosed by the
evidence. The general belief existed that it was needed for machine gun testing or
other like purposes. In this depurtment of munition work great quantities are fired
off. The Savage Arms Company alone wanted and secured 150,000 rounds for a similar
purpose,

Events subsequent to the making of the sales, or—as it might be more fitly
expressed—the non-oceurrence of emergency justify them in retrospect,

g i

it




WAR SUPPLIES PURCHASES 33

This disposal of 2,986,100 rounds of ammunition, in two-thirds part condemned
and one-third part suspected, has benefited our Treasury to the extent of $59, 722
The price was of ample exteut. .

As {o the need of an Order in Council,

Pr. Ev, p. 44, ~

In his already quoted letter to the Deputy Minister of Militia, of date Murch 8
1016, the Auditor General asked, “. . . if an Order in Council was obtained authoriz-
ing the sale?”
Pr. Ev,, p. 43.

In his further already quoted letter to the Minister of Finance, of dute April 3,
1916, the Auditor General writes:—

“1 wrote the Department of Militin and Defence, asking to be furnished

“withi i Order in- Council-aud -also the particulars of -the sale; but- have had-no-- .-

reply.

“1 have, therefore, to request that you will obtain the approval of the
Governor in Council for the sale and that you will also let me know why the
rate was fixed at $20 per M.”

Pr. Ev,, p. 313,

Mr. Dewart’s factum asserts:—

“ Ihe inferencoe is obvious that the issue of any Mark VI ammunition or
its sale outside of Canada, such as is alleged sales to ¢ Vickers, Limited,” were
plainly unauthorized unless speeific Orders in Council were obtained for the
same,” ’

This mf(-rom-o is based on these premises :i—

1. ¥ No reference to the general powers of the Qnartennnetor General or
to the general authority in regard to obsolete equipment covers this particular
matter.

2. % All sales or issues for Canndian Maxim gungs and rifles to Cadet Corps
and Rifle Associations, or for other Canadian purposes, are made by virtue of
the General Order in Cour +il which governs the regulations for the equipment
of the Canadian Militia.”

These are said to be in evidence at page 67, ot seq.

3. “Apart from the sales in question, the only others were to Canadian
Rifle Clubs, to military organizations, to the Savage Arms Company of Utica,
N.Y., for Canadian purpuses (150,000 rounds), and to the Royal Northwest
Mounted Police (500,000 rounds of 1010) for actual use.

4. * The Minister of Militia must have known that the sale of threc million
rounds (approximately) was irregular without an Order in Council or he would
not have endeavoured by his belated application of January 5, 1916, to sccure
approval of the 3,000,000 rounds improperly issued and for the further 2,000,000
rounds sought, but not obtained, because an Order in Council was not issued.”

Pr. Ev,, p. 307.
Mr. Hutcheson’s opinion is:—

1. “ The proposition (i.e., that an Order in Council was an cssential condi-
tion precedent) is quite debatable,

9, “The Minister declares that for the disposal of any sort of defective

* ordnance no Order in Council is necessary or customary, and that the Quarter-
master-General has full authority to deal withi the matter. '

8. “ Nevertheless, an Order in Council of ratification for the past and of
authorization for the future was sought for.

4. “There is not, in evidence, any regulation regulating the sale of am-
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munition to other than the Canadian militia, or any law or of any custom
determining in what cases an Order in Council is needed.

5. “In our great war many matters of form must give way to matters of
substance.

6. “While Orders in Council may be considered desirable, their absence
should not be censured.”

[ RN
Copies of “The Regulations and Orders for the Militia of Canad4 ” -are difficult

of obtainment. Enormous military demands have exhausted the edition. For this
reason it is best to have before us in verbatim conseeutive form, the regulations found
on pages 67 et seq. of the evidence, to which Mr, Dewart makes special reference :—

Regulations for the Equipment of the Canadian Militia, Part 1.

Pr. Ev,, p. 67.

Para, 135, Ammunition for Maxim guns: rifles-and revolvers will be issued- - - -

- at the rate laid down for the various services in paras. 147 to 150 of these regula-

tions. Indenis for ammunition will be on Militia Form C. 573.

Para. 136. Tssues to Cadet Corps and Rifle Associntions will be governed
by the regulatio::s under which these organizations are authorized. All indents
will be carefully checked by the Senior Ordnance Officer to ensure that expendi-
tures of previous issues have been accounted for. The certificates required by
regulations must be furnished in all cases..

Para. 137. Indents for issucs of ammunition for the training of the Militia )
Forees should bear on the face a certificate from the officers commanding setting
forth that the former issue has been expended in accordance with the regula-
tions.

Para. 138. In the case of troops trained in camps of instructions, ammuni-
tion may be issued as required, in accordance with the rates laid down for the
number of men authorized to be trained in musketry. At the conclusion of the
camp an ammunition account must be furnished by the officer in charge of
musketry instruction, to the Senjor Ordnance Officer, showing the expenditures .
and what disposition has been made of the unexpended balance (if any). /

Para. 139. A supply of ammunition to be designated “service ammunition ”
will be kept at all times at regimental beadquarters by permanent units and
*“on deposit ” in Orduance Depots for all non-permanent units, in the following
proportions :—

Permanent Corps.

* Mounted or Dismounted, 100 rounds service ammunition per carbine or
rifle of their establishment.”

Officers conmanding units of the permanent force will be held responsible
that a proper proportion of ammunition ig held, and that it is properly “ turned
over ” on receipt of later date of manufacture than that in possession, the older
ammunition will be fired at practice, the new supnly retained in lieu.”

Par. 140. In cases of cmergeney the above supply of ammunition can be
increased in such an additjonal quantity as the Distriet Officer Commanding
may consider necessary, but 0.C. units should give strict orders that ammuni-
tion is not to be removed from the paper wrappers unless there is every likelihood
of it being at once required.

Para. 141. Extra issues of ammunition remaining unexpended will be
returned to the Ordnance Corps on the termination of the service which
necessitated the supply, and a eross teference will be made on the Ordnance
Receipt Voucher to the voucher on which the original issue was made.

The British Regulations for Army Ordnance Scrvice, Part 11, guide our Militia

authorities.
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An abstract of paragraphs 552 and 553 appears on page 22 of the printed evi-
dence. . ‘
I give the full text:—

Para. 552. “ When small-arm or machine gun cartridges have been sentenced
‘unserviceable’ and this sentence has been approved, they will, unless special
orders are given to the contrary be dealt with as follows:—

(a) Al small-arm and machine gun ball cartridges will have their
bullets extracted. : '

(b) Rolled case cartridges, from which the bullets have been removed,
and rolled case blank cartridges will then be destroyed locally, under the
orders of the General or other Officer Commanding, being thrown into deep
water if possible.

(¢) Solid case cartridges from which the bullets have been extracted, and

_solid .case blank cartridges. will_be fired off and dealt with as other fired cases.”

Para. 553. * In firing off cordite cartridges from which the bullets have been
extracted, a large amount of cordite will be blown unburnt out of the bore of the
rifle; this should be swept up and destroyed in accordance with paras. 407 to 409.”

I am unable to find in paragraphs 135 to 141 any solution, or even approach to it,
of the Order in Council question.

Paragraphs 552-553 do no more than authorize destruction of small arms ammuni-
tion officially decreed to be unserviceable.

Obviously our search for information must proceed in other directions.

In the absence of written law, opinions founded on precedents, oxperiquce, nulitary
usage, deserve attention. ’
Pr. Ev., p. 52; also Pr. Ev., p. 205.

The Auditor General testified :—

« % % # T considered there should be an Ordér in Council * * *,

“ * * ¥ The usual practice is the disposal of anything out of the

ordinary run, an unusual transaction of this sort, of that magnitude, I do not

know that there is any law on the subject, but it is the practice to.get the
consent of the Governor in Council.

Pr. Ev., p. 53.

“ % % ¥ the custom of selling to rifte r-cociations in small quantities

for riflemen has been a long standing practice * * * I take it as regular,
but this was an unusual transaction.

“ # #* % the general principle that no department is allowed to alienate
government property unless there is something in the constitution of that depart-
ment, or in regulations laid down by Council, that would apply there.”

Tr. Ev., pp. 202, 203, 204.
The Auditor General produces copies of threc Orders in Council. .~ epitomize
them :—
P.C. 999, May 1, 1916:—
“ Sale authorized of uniform clothing to the value of $22,863.07, un the
ground of its having become obsolete by the universal adoption of khaki. That

it has been kept in stock for two years; may be destroyed by moths, and is
occupying space.”

Pr. Ev,, p. 203,

P.C. 1100, May 24, 1916 :—
“Sale by public auction or public tender of 40 very much worn Ford cars.”
139017318
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Pr. Ev,, p. 204,
P.C. 1344, June 6, 1916 ;—

“Sale authorized to the Internment Department at $2 per pair of 493
pairs of part worn aukle boots returned to Ordnance for repairs. Their wearers
have gone to the front.”

Pr. Ev., p. 205,

He in addition invokes ns a precedent the sale, in 1913, by Order in Council to the
New Zealand Government of 15,000 ritles for one dollar each.

A belief is expressed that the ammunition sent overseas to our troops need not be

authorized by Order in Couneil; and a number of leading Staff Officers were examined
on the point.

Major-General Maedonald, Quartermaster-General :—
Pr. Ev, p. 92,

ammunition by drowning, sale or otherwise?

“The Wirsess:  Stores that are brought before o board of officers may be
burned or turned into produce. It is essentinl that there should be some cash
value in them, but if they are not worth while, they are burned. Old brooms,
or old mop handles would be burned at once as having no commercial value.

“Sir CiiarLEs Davimsox: If they have commereial value?

* The Wirxkss: Then, they are what we call produce. Then the Board
recommends that the produce be sold. Old wetal, such as iron, brass, copper, or
any of these things, is returned by way of Ordnance, :

“Sir CHARLES DavipsoN s What as to ammunition—whence does authority
come for sale?

*The WirNess: If it is condemned it is referred to higher authority and it
may then be sold.

Pr. Ev,, p. 23.

“8ir CHARLES Davipsoy ;. What, if anything was there irregular as regards
the method of the sale of small arms ammunition to which reference has been
made this morning ¢

“The WirNess: I do not know .that there was

anything irregular in con-
nection with it.

“Sir CHARLES Davipsox According to your observation was it all regular?
“The Wirsess: According to my observation it scemed to be quite regular,
Pr. Ev, p. 285.
“By Mr. Dewart :

“Q. Quite so, but what T ask you is this: when the application was made for
two million rounds of ammunition, first in November, and second, in December
1915, did you feel you had authority to dispose of that, without some other
authority passing upon it?

“A. Yes, certainly, except the authority to sell, which 1 got.

*Q. Which you got from whom?

“A. From the Minister.

“Q. And with the Minister's authority you felt you were at liberty to sell?
“A. Yes.

; Lt.-Col. J. F. Macbosarn, Prineipal Ordnance Officer, after speaking of the regula-
; tivns which have had recent quotation, and of the fact that he has occupied his present
office for six or seven years testifies :—

“Sir CHARLES DAviDsoN: There is a regulation as to the disposition of this

N A R PT T
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Pr. Ev,, p. 59.
“By Mr. Hutcheson:

“Q. While you hold that position what has been the custom regarding the
disposal of ammunition to any person outside of Canada or outside of the kind
of association which you have already mentioned?

“A. Well, it is looked upon that the Quartermaster-General and the Militia
Council and the Minister are sufficient authority to make sales, The sales are
authorized through the regular channel, the Minister, the Militia Council, and
the Quartermaster-General. Certain sales are made at the request of the Master-
General of Orduance. Take that rale to the Savage Arms Company, the Masteny
General of Ordnance asked that the sale be made.”

Major-General Eruior: Master-General of Ordnance:—
Pr. Ev,, p. 229.

---“General Eritor: To tell-you the truth; siv, I know very little of the whole—— -

transaction. As regards the prineiple, I know that in my department any expen-
diture of money over a certain amount requires an Order in Council, I know
that in the Quartermaster-General’s Department which mostly has to do with
unserviceable stores and that sort of thing, they are having Orders in Council
now. Ilitherto, the regulations had covered the disposal of a certain quantity of
unserviceable stores. .

“Mr. DEwarr: What paragraph is that to be found in?

“General ELLior: T do not know. 1t is a well known fact that there are
regulations which authorize the disposal of unserviceable stores,

Mr. Dewart: By the authority of the Militia Department without Order
in Council?

“ General Eruor: Without Order in Couneil.

“Sir Cnartes Davioson: There are new regulations in force now, are
there not?

“ General ELuior: The War Purchasing Commission rather changed the
thing. T am speaking of past ycars. These orders were laid down in regula-
tions, but with the introduction of the War Purchasing Commission, I believe
there was a change.

“Sir Cnarees Davinsox: Would that include the sale of condemned stores?

“General Brior: 1 honestly do not think it did, but I have not had any
condemned stores myself. The Quartermaster-General would be able to speak
about that.

“Sir CuarLes Davinsox:  Tu your helief, was any of this 1906, 1907, 1910,
1912, ammunition fit to be issued to our troops at the front?

% General ELnior: O, no, sir, none of that is fitted for troops at the front.
It is Mark VI ammunition.

“ Sir CiarLes Davinsox: What experience have you, if any, in counection
with the inspection by the Admiralty of purchases made by it?

“ General ELnior: None, sir.

“Sir CnarLes Davipsox: None whatever!?

“ General Ernior: No.

Pr. Ev., p. 230.

The witness cannot conceive that the Admiralty bought three million rounds at
different dates without knowing what it was buying. :
Pr. Ev., p. 240.

Major General Gwatkin, Chief of the General Staff, states that the matter was not:
brought before the Militia Council to which (printed evidence, p. 242) no question
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“need be referred unless the President of the Couneil so chooses.  We have no right
of our own to bring up these questions,” '
His opinion is asked as to an Order in Couneil :—
Pr. Ev., p. 241,
“Mr. DEwarr: Do you know of any authority, either by General Order in
Couneil or under the Rules of the Militin Council, or of the Quartermaster
General’s Regulations, bused on an Order in Couneil, that would Justify the sale
of ammunition to some person outside of Canada, without an Order in Couneil
having been, pagsed ? '
“General Gwarkin: 1 know of no definite regulations touching that sub-
Jject,
Lt. General the Hon, Sip Sam Hughes testifies as regards the submission for an
07 ¢ iu Council of dute January 5, 1916, aud set forth on a preceeding page -—

Pr. ,E""J," 264 A, . . .-

- o o o 0T remember signing an application for an Order in Council
»”
“ .+ The Deputy Minister of whatever departinent it is in has an-

Order in Couneil prepared. He brings it to me and says “this is the Order in
Council” and 1 take it for granted that the officer is square, and T sign it with-
out knowing what the Order in Council s . , , »

“I signed an Order in Council for this as a matter of form, and T did not
figure whether it was two milliong or three millions, or five millions, T did not
T read the Order in Council.”

His views on the non-need of one are these:—

Pr. Lv., p. 265,
“ .« Tcould not give much time to it and it did not require my

authority for an Order in Council.  General Macdonald had full authority to
dispose of that ammunition without my intervention in the mattor at all.”

Pr. Ev,, pp. 275, 276.

“Mr. Hercnrson:  (to Sir Sam ITughes): On that last point—are these
regulations, touching the need of an Order in Council, supposed to be exliqust-
ive?

“Sir CiarLes Davisox : Where are the regulations to that effect ?

‘Sir Sam Hucnes: General Macdonald gave the instructions, I think.

“Sir Cuarues Davieson: Where are the regulations which adjudge no need
of an Order jin Council?

“Sir SaM Huenrs: They are put in by Colonel Macdonald.

“Sir CuarLes Davipsox: Which one?

“Sir Sam Huanes: There is no need of an Order in Council for anything

that is destroyed. Reference is made here to ammunition that was obsolete,

I understand they got an Order in Council for that. That is a different thing

entirely from defective ammunition, This was defective stuff; stuff that was

condemned. The obsolete stuff may be goud ammunition. When we changed

from the Enfields to the Martini, the old Snider rifles were sold at a dollar

: apiece or some trifling sum, all over the country,  There Was no need for
! keeping that old ammunition jn store. 1 am speaking of previous Governments
now. That ammunition was sold at a nominal price for the use of the farmers

and the huntsmen who bought these rifles, They were good rifles and it was good

. ’ ammunition.  So, when the Martini was given up for the Lee-Eutield, the same
thing oceurred. The Martiuis weve disposed of or sold. There was no usc
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taking up storeroom for them. It was not the rifle with which the troops were
armed, and as I understand the Martini rifles were sold, and the ammunition
was disposcd of here and there throughout the country to jobbers. When the
Tee-Enficld was discarded and the new Ross rifle was taken into service, the
proposition was made to sell the Tee-Enfield. T happened to be the Minister
then, and I thought it well to hold them as they might be used for some
Tmperial purposes. And the New Zealand Government purchased these at a
nominal figure.  These rifles were not condemned: the ammunition for the
Lee-Enfield was not condemned; it was obsolete. Therefore, that was sold by
Order in Council. But this ammunition, having been condemned by a Board,
an Tmperial Board at that, so that there was no question about anything Cana-
dian in conmection with it, we had the hest men we could get from England to
do it—this ammunition was condemned ns being defective, and hejng defective
General Macdonald had full authority to dispose of it.

«Mr. Hurcngsoxs : 1 understand the meaning of your unswer to bo that in

" the ease of defective ardianee; quits aside from- any-—question- of - regulations, - - — .

it has never been the custom or practice to have an Order in Council for its
disposal.

«Sir Say Iuvaues: No.  The Board pronounces on it, und it can be sold by
higher authority. The District Oficer Commanding can do it. If, for exam-
ple, Colonel Hemming, in this district. has stores to he disposed of, T am
informed that he could call for publie tendcrs, or get an offer, and by referenee
to the higher authority which is understood to be General Macdonald, he could
dispose of it. The Gieneral’s explanation to me, as 1 remember it, as to .why
he referred this matter to me, is this: 1 snid, “‘Why do you bother me about it?
He said: “To comply with the regulation it must be referred to higher author-
ity and as T was the authority higher than he, he thought it necessary to get
my initials on the matter. That is all there is to it.

«Ar. Hurcnesox : In vour memorandum in wiuch you made application for
an Order in Council, covering the sale of some five million rounds of ammuni-
tion, reference is made to an application by Vickers, Limited?

“Qir Sam ITvenes: Yes. e

«Mr. Hurcngsox: Would that applieation of neceessity be in writing{

«Qir Say Hueties: No, the applicat on does not need to be in-writing. I
never gave it one second’s thought. The General spoke to me about this appli-
cation and said that the Vickers wanted it, and I thought it had reference to
this machine gun business, and 1 said: ‘All right, prepare your Order in Coun-
cil and rush it away.

«Mr. HurciEgsoy : Supposing the application was made verbally by Colonel
Allison, or by any person, would you not have it acted upon without the neces-
sity of any written application?

«Gir SaM Hucnes: I should imagine so; T never bother about these details
in the department. As long as the money goes to the credit of the Receiver-
General, I think that is all that we are concerned about.”

That these transactions were not in association with the routine work of the
Militia Department even as enlarged in vast degree, by the war; their magnitude;
the fact that the extent of our ammunition stock was of Canada wide importance;
and the absence of any definite supporting regulation to the contrary; ail lead me to
the opinion that an Order in Council ought to have been sought for at the ouvtset.

I extend this belief to the sale of 150,000 vounds to the Savage Arms Company,
Utica, N.Y. The fact that they were to be used for testing Savage-Lewis guns in
course of manufacture for Canada does not qualify the potition. The ammunition
was going out of the country, otherwise than for the direct use of our troops.




The 500,000 rounds of Mark VI issued to the Royal-Northwest Mounted Police
and the 12,00 rounds of Mark VII, with loan of 93 Mark ITI Ross rifles which went
I .. —-to our Customscruiser'ﬂlargaret stand in a different category,

These transactions were not, in fact, sales. They constitute transfers as between
departments, and the formal payments made did not advantage the Treasury. They
were book-keeping methods.
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;;:;’;_;_Ah’_cnllsidcrati(M>f~{}le—-:x1nttvrS"invoh*ﬁd in this inquiry fakes another step for-
ward.

As to alleged profits and commission,

- - Criticism -of - and against alleged maladministration of the Militia Department
heneeforward develop into charges affecting the bonour of the parties impugned. If
not indicted for dishonesty they are £0, at the east, for moral turpitude. ’
— " MrrDawirt presents his fourth and last heading -—
Pr. Ev., p. 310,
* The question whether profits or commissions were made, or intended to be
made, by Sir Trevor Dawson, Mr, I, Orr Lewis, Honourary Colonel J. Wesley

Allison, or any of them. or any others (out of this Admiralty purchase); and - -

— © ~also whether the Minister of Militia of Canada is compromised by his know-
ledge of or inexousable ignorance of the roal character of the transactions.”

The factum converts the question into explicit accusation —
Pr. 7 o315, '
“The Nev York correspondence absolutely proves that there were two

prices, first what Mr. Lewis naively calls ‘our price’, that is the “Dawson-Lewiss - -

——e o = —~AHison p_ri('e’,of.$2(l,per?'t—llousmld,'und seeond thié price bargained for with the
' Admiralty and which they paid to Mr. Lewis’ No. 2 trust account of $25 per
thousand.
“I contend that the three men, Dawson, Lewis and Allison were parties to
a transaction that was intended to put $25.000 in a ¢ Trust Account’ which they
K intended to divide, and which has left for the approximate 8,000,000 rounds of
ammunition, that they got $15,000 to their credit in the Orr-Lewis account at,
New York, which this investigation will probably make it impossible for them
to divide as they had intended.”

Pr. Ev, p. 316.

* The reason for the Minister’s hesitation appears from the fact that jt was
this same distinguished gentleman (ie. Sir Trevor Dawson) to whom the
Ministe. now attributes his information that the ° Vickers Firm’ had added
about £1 sterling for freight, insurance, and exchange, which they afterwards
removed when they found that the admiralty was paying these costs.”

The factum proceeds:—

= This statement, wherever—it—orighmte"d,"‘\"\"’ﬁ'zi' false to the kuowledge of

Dawson, Lewis, and Allison.” (The statement referred to appears on p, 257.)
Pr. Ev,, p. 319.

* While we cannot show how the profit was to be divided, a careful analysis
: shows $14,586.97 of undivided and ear-marked profit in the same bank at New
York, on the three million rounds of ammunition, in which there is no sugges-
| tion that any one had any interest except Dawson-Lewis-A]]ison, and which the
correspondence shows there was not the slightest intention of returning to the

Admiralty, or to any one else,”
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Pr. Ev,, p. 322.

1t is passing strange that- there should appear, by an entire accident, as &
result of this inquiry, the fact that $4 profit per rifle was charged and obtained
on cach Ross rifle, and fifty cents on each bayonet referred to. Why did the
Admiralty need to pay an added price for Ross rifies and bayonets purchased
through_the_Dawson-Lewis-Allison_Commission Ageney? Why use this chan-

nel at all?”
Pr. Ev,, p. 323.

“ My Lord, I take it that you must find that despite Lewis’s vacillating
answers and Allison’s more wily denials, that there was a profit and commis-
sion on these Small Arms sales in which Allison was to share, in which Lewis
was to share,-and to which -8ir Trevor Dawson was a party, ) )

« But the denial of Allison and Lewis under oath cannot be taken, I submit,
on the face of the carefully prepared letters and of the accounts themselves.”

Mr. Dewart puts forward fifteen to twenty reasons in support of his arraignment
of Sir Samm Hughes. These attack, in strong language, the competency of Sir Sam
Hughes. 1n respeet of bis conduct in the witness box many sins of commission and
_ omission are charged.

It is certain that the witness was positive, peréniptory;” even aggressive; and; in—

the absoluteness of his belief that he had throughout “wisely exercised an assured
authority, refused to aid in production or go into the evidence.

But these are ex post facto incidents, of occurrence in the presence of commis-
sioner and counsel; they do not implicate Sir Sam Hughes in the $5 controversy.

Pr. Ev, p. 324.

© Mr. Dewart proceeds:— .

« Whatever excuse may have existed for an earlier confidence in Allison,
which I by no means admit, the conclusive ovidence against Allison brought
out before Your Lordship the whole conduct of the Dawson-Lewis-Allison trium-
virate as disclosed in this comparatively small but infinitely important matter
of principle, made in the bounden duty of the Minister of Militia to fully inform
himself and to sever the connection with Allison or at least disavow the trans-
actions, in which the trail of dishonest dealing had been brought direct to
Allison’s door.” .

Mr. Hutcheson is of the belief that:—
Pr. Ev., p. 308.

“Tn any view of the case there is no reason apparent why the Militia De-
partment, or the honourable the Minister should be held accountable, or blame-
~——yorthy; even if a commission was charged or was intended to-be charged to the
ultimate purchaser of this ammunition. At the time of the sales the supposi-
tion was that Vickers, Limited,” was the purchaser. It could be no concern of

the Militia Department to whom they resold it, or at what price, and the same

conclusion-should-ebtain-if-the purchaser proved to be Sir Trever Dawson.”
Mr. Smith submits:— ) T
Pr. Ev., p. 325.

“, . noargument is neccessary to establish that neither Canadian

. Vickers, Limited, nor Vickers, Limited, of London, England, were interested in
any manner whatsoever in the purchase of small arms ammunition from the
Dominion (fovernment or in the re-sale thereof. Neither of these companies
was interested, or participated in any manner whatsoever in any of these trans-
actions. It is, of course, easily understood that the Minister of Militia and
other members of the Canadian Government assumed that the sale had been
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made to Vickers inasmuch as a shipment was made to C. A. Searles, Vickers

House, London, and the purchase was made on behalf of the British Adnmiralty

S by one of the direetors of Viekers, Limitod.”
Pr. Ev, p. 326,
*. . . The special account opened with the Bank of Montreal at New
York is not yet closed, there being a balance on deposit which will be accounted
for to the Admiralty.”

Pr. Ev,, p. 397,

“. . . The Admiralty is thoroughly aware of the fact that the special
aceount in trust for it has been opened, which in itself excludes the idea of any
one appropriating any of the trust funds. The Admiralty states in terms that

i the purchase and payment for the ammunition, boxes, cte, are in accordance

' with its own instructions, and its deposits with regard to this particular am-
munition will be accounted for to it. This excludes absolutely the idea that the
transactions were closed at a fixed price, as Mr. Dewart argues from Mr. Opre
Lowis’ letter.”

* Mr. Henderson, on behalf of Allison, submits:—
Pr. Ev,, p. 327,

. Some time prior.to the outbreak of the war, there was under the control
of the Department of Militia and Defence belonging to the Government of
Canada, a considerable quantity of small arms ammunition which had been
rassed upon by a board of examiners, part of it being condemned and the other
part ‘ under suspicion’.”

* At that time, Colonel J. Wesley Allison was a broker, carryving on busi-
ness as such, with headquarters in New York, It had been intended by the
Minister of Militia that Colonel Allison should be one of the heads of g war pur-
chasing commission on hehalf of the Imperial authorities (evidence, p. 276),
and in thig conneetion as well as in conneetion with his geuneral business, he was
in touch with the munitions situation throughout this part of the country.
Shortly aftde the war broke out, Sir Trevor Dawson, who is practically the head
of Vickers, iy ited, came to this country entrusted by the War Office and the
Admiralty with tic fozpe wsibility of procuring for them certain munitions of
war,”

N
Pr. Ly, p, 328, o
“8ir Trevor culisted the services of Colonel Allison to purchase the am-
munition from Canada. For obvious reasons, he did not explain to Colonel

Allison that he was acting for the Admiralty, and Colonel Allison naturally

assumed that he was aeting for his own concern, Vickers, Limited.”

“The only question which concerns Colonel Allison is as to whether or not
he himself niade any profit out of the transaction. As to this the evidence
shows very clearly that he did not make any such profit.”

“. . . Ile states positively that this work was done gratuitously, ani
- that a sum paid him for commission by Mr. Orr-Lewis had no connection with
3 this transaction.. Mr. Orr-Lewis says the same and the cvidence is uncontra.
dicted that the only connection that Colonel Allison had with the transaction
3 was to carry out the instructions of Sir Trevor Dawson, who in turn acted on
Y behalf of the Admiralty.”

These statements of counsel help us to localize the issues—if they can be so
characterized—involved.

T proceed-to a-development-of my own-views ‘oni"the subject of alleged profits and
commissions.
We are alrcady aware that Sir Trevor Dawson came to this side of the Atlantic

in March or April, 1915, as the confidential representative of and buyer of munitions
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for the Admiralty. Sir Trevor Dawson holds seats on the Boards as well of the
i .- parent.as of the Canadian Vickers. 7
This connection is universally known and as well is_ his prominence in the
I Tmperial munitions world.
| Of his being, on this occasion, a trusted missioner of the Admiralty he made no
: divulgement. Possibly the only person aware of the fact—at least among those con-

neeted with this inquiry—was Orr-Lewis, president of the-Canadian %
| In the course of a conversation with Sir Sam IHughes, knowledge was obtained
that Caunda could supply him with some cartridges. .

| Tn this connection there was absence of further active movement for six months.
i Meanwhile Sir Trevor Dawson laid the foundations for extensive operations in
' the United States. T make rencwed mention of the fact that he opened an account
with the Bank of Montreal, at New York, in the name of Orr-Lewis, as trustee, It

has come to be spoken of as No. 1.
Reasons for the noen-use of the name of the Admiralty, or even of the Vickers,

closely connceted as they were, with the War Deparunients of England, do not need

development. .
Additional methods for concealment of transactions were adopted. Deposits were

| made through local New York banks, and in two instances by the Merchants Bank of

cheques. The manager received instructions ns to a transaction; others followed as
to its completion; theredpon he paid.

Production of Account No, 1 was not asked for; admittedly it stands aloof from
any Canadian transaction. Tt. has ceased to exist.

Thereupon a successive account, also in the name of Orr-Lewis, as trustee, and
which came to be known as No. 2, was opened.

material out of deposits by the Admiralty or by some cognate British department.

These and their relating incidents eall for immediate analysis, with particular
roference to alleged payments of profits and commissions. According to the use to
which they have been put by counsel, ¢ profits,” ¢ conumissions,” are alternative or
synonymous expressions. '

The aceount, with the correspondence which grew out of it, has been freely put
before the Commission. From the latter, selections were made by counsel, in manner
like to that which, by consent, took cortain items out of the aceount. In this case also,
T think the whole of the correspondence ought to continue available for reference, and,
through the courtesy of Mr. Parker, local manager of the Bauk of Montreal, I am
enabled to transmit it herewith.

At the threshold of this branch-of the investigation stands the necessity of settling
a principle. That is to say—-it is perhaps needless to romark—of settling it as regards
my own methods of procedure. ’ )

1 shall cut a wide swath of analytical investigation over all that relates to the
conduet of our officials or that affects the interests of our public Treasury.

Beyond these limits irrelevancy begins.

The sale was made to the Admiralty, through its own officials, and paid for out of
Tmperial moneys. e

It would be an unwarranted intrusion, without, moreover, constituent authority
even to altempt it, were I to pass judgment, favourably or otherwise, upon the domestic
arrangements existent between the Admiralty and its agents or sub-agents.

1 put to mysclf this question: What if a Commjssion were created ir'x England to
_investigate and judge upon some detail of Canadian internal economy, which had to do

Canada, which has a branch office in -New York: a bank book was not used; nor were :

Here we find- the payments -made -to-our Treasury,. and _to_other_vendors of war

i with the manner of "’pg‘g'iﬁg”ﬁgmts-?**Theﬂnswer—which imposes itself upon one is, that

the proceeding would, among us, excite criticism to the point of acerbity.

There is possibility that some intorference with this intended rule of‘conduct may
y desire that the scope of this Commission’s authority should be

oceur, because of m
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exercised in full measure. 1 must ineur the danger, even reproach, of it, for the sake
of thoroughness. :

I restime my observations on the case.

Sir Trevor Dawson made New York the headquarters of his activities, financial
and otherwise, o )
~ These included the conversion of his cash credits into ready-made rifles and
munitions, -

At the outset he took Allison into employ. Allison had, for thirty years, con-
ducted business affairs in the United States. e gives me the idea of possessing
certain qualities which would advantage operations requiring shrewdness, secrecy and
inquisitive activities.

It is not improbable, maybe it is probable, that knowledge of Allison, or acquaint- |
ance with him, eame to Sir Trevor Dawson through Siv Sam ITughes, who says i— \
Pr. Bv., p. 276,

“The next time T asked him to interfere was to purchase the material for
the Britisk Government, and he saved them thousands and thousands of dollars -
on this. Then, when T was requested by the British Government to obtain
great quantities of various supplies, T asked him then if he—T could not attend
to this thing, T had my own business to attend to—I asked him if he would
attend. to this, buying clothing; -horses, saddlery, blankets; and all that kind of
thing. T said to them that T had not time to attend to it, and T asked him:
‘Will you undertake the headship of a committee? I remember suggesting
General Drain, of Washington, a most estimable gentleman, with him, and two
or three other gentlemen, who would form this committee, with various respon-
sible ofticers throughout this country as supervisors, 1 asked Allison if he
would accept the headship of this committee, because T kuew he was a very
honourable and a- very capable business -man.- If my memory “serves  me, 1
cabled to England suggesting this, and that the mode of remuneration would
have to be determined by the War Office, whether it would be a straight salary
or small commission for the lot of them, half per cent, one per cent, one and a
half per cent; T think those are the figures T named. I also communicated the
idea to my colleagues in the Cabinet, to the Prime Minister, but T only sug-
gested the formation of the committee that T was thinking of to the Prime
Minister. When T went to Valeartier T had the idea of putting Allison and
Drain at the top. When T came back the following weck the Prime Minister,

« acting on my suggestion, had appointed a sub-committee of Couneil, which, of
course, rendered the other committee ineffective.”

:

As a result of the employment of Allison by Sir Trevor Dawson, he became a
factor in many “deals.”
Pr. Ev,, p. 26. '
Allison testifies :—
“By Capt. Thompson :
“Q. Were you the agent of the Vickers?
“A. T cannot say that; I was called up to do a great deal of special- work———
for the Vickers, and the representative of the War Office.
Pr. Ev., p. 137.
“By Mr. Dewart:

“Q. What information had you with reference to the small arms ammuni-
tion or cartridges that existed in Canada at the time you undertook these

=~ ——Tregotiations {
“A. I do not remember where I got my information. I may have got it
N . from him and I may not. I know I telephoned to ‘General THughes, and he

referred me to the Quartermaster General.
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«Q. Can you tell the time you telephoned to General Hughes?

“A. Some time carly last summer, a year ago.

“ Q. June or July, perhaps?

“A. Yeos.

“ Q. What. was the result of the telephone message to General Hughes?

“ A. TIe referred me to the Quartermaster General. 77T
4«0, Before that, owing to the intimate personal relationship that appears

to have existed between General ITughes and yourself, you had some knowledge
with reference to the condition of affairs in regard to ammunition in Canadal

“A. No.

“Q. None?

“A. Very little.

“Q. It has been the subject of a rather distinet inquiry in the United
States. You had made it your business to find out what ammunition there was
in the United States?

“ A, Oh, yes”

Pr. Ev,, p. 137.
“Q. From more than one firm? From the Remington firm and from
another firm? '

- ~wATOf; ffom anybody whom 1 thought-had-amaunitions - —- - — e

“Q. Were you so deputed to inquire about ammunition by the British
Government

“A. Oh, no.”

Pr. Ev., p. 143,
“ By Mr. Dewart:
- 4.Q. Was it suggested to you by Sir Trevor Dawson that this lot of defective

Mark VI ammunition might be of use for machine gun practice? <

«A. T do not remember any of my talks with Sir Trevor Dgwson on this
particular matter. We had many other matters that we talked of, we had so
many deals on.”

Then follow statements that he knew nothing of the character of the cartridges
which he had been instructed to order.
Pr. Ev, p. 91, 96,

Orr Lewis left Canada for England, via the Lusitania in April 1915. He was
injured in the tragedy, operated on, in perilous condition for months, and did not
return before March, 1916.

His account of the extent of Allison’s operations and of some other details is
interesting:

Tr. Ev,, p. 100.
“ By Mr. Dewart:
“ Q. Can you suggest any reason for Colonel Allison's intervention?

1

b

“ A, Yes, I-will try to suggest a reason that will be quite clear; he was
selling large quantities of ammunition to the Britishi Government-through-this————

sane source.
“ Q. From Canada?
“ A. Through this same source.”
“ By Mr. Dewart:
===« @,"I"do not understand-this.- What do you mean by *through this same
source. Do you mean he was paid for this ammunition through this same

account?
«A. No, I am not talking about money at all now. He had sold to the
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Admiralty, if T be correet, through the source of my trusteeship, to the people
-of England, other munitions of war. :

“Q. But in this particular instance, npparently one of your directors of
Vickers, Limited, had acquainted you carly in 1915 with the fact that the
Admiralty desired to get soime ammunition; I think that is what you stated?

“ A, No, sir.

“Q. Your first knowledge of the same came to yvou in 1915, and as I took

1 down one of the directors of Vickers, Timited. told you of this purchase.

*“A. Not in April, 1915,

“Q. That is early in 19157

*“A. The first T knew of this purchase was in Aggust, 1015, or about August.

“ Q. When you spoke of the purchase ybu spoke of it as a prospective pur-
chase and not as one that had taken place?

* A, At that time T speak of it had taken place.

* Q. Tt had not taken place until the 16th of SKeptember?

* A, T think you will find it was long before that. .

* 8ir Charles Davinsox: The letter of the Sth of September, 1913, from
Colonel Allison to General Macdonald says:i—

* ¢ Referring to my arrangement with you some time ago for the purchase
of 236,000 303 Mark VI eartridges for Sir Trevor Dawson.’

=0 that it must have occurred some time before that date.

“By Mr. Devart:

" Q. Did you hear of this matter as carly as July or August?

* A. 1 would say it was the latter part of July or early in Augnst.

“Q. Are you at liberty to state from whom you learned j% ihen?

“A. Yes. T think 1 have already stated that I would hear it through a
dircctor of Viekers who was out here on a special mission.

“ Q. What was his name?

“ A. Sir Trevor Dawson.

“Q. Then was any suggestion made to you at any time, Mr. Lewis, that
this ammunition was to be used for the purpose of testing machine guns to he
manufactured by the Vickers Company?

“A. No. :

“Q. You knew it was going to the Admiralty?

“ A. I neither knew where it went nor what it was for.”

This existant business established at New York was utilized for the purpose of the
Canadian cartridges.

It is my immediate purpose to scrutinize the selected items of Bank Account No.
2 and to introduce item 12 which was not so selected.

Let us first deal with the selected debit charges.

Debit Item 12:—

Nov. 30, 1915. Pay't. a/c, 300 Ross riflcs at $28.50 plus exchange
draft on Montreal $26.72.. .. .. .. .. .. $14,27¢

-3
te

Debit Item 21 ;—

Al
. Jan. 4, 1916, Puv't. a/e. 500 Ross-bayonets and scabbards plus -
cost tgms, (lLe., telegrams and commission). 3,007 T4

Pa. Ev., pp. 321, 322,

It is necessary to bring item 12 vader observation, for the reason that Mr, Dewart’s
fectum makes specific mention of it at two places. Thus:—

On p. 321, calculation is made of alleged profits, ,

On p. 322, the two transactions were dealt with in this way i—

“It is passing strange that there should appear, by an entire accident, as
a result of this inquiry, the fact that $4 profit per rifle was charged and obtained
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on each Ross rifle, and fifty cents on each bayonet referred to. Why did the
Admiralty need to pay an added price for Ross rifles and bayonets purchased -
through the Dawson-Lewis-Allison Commission Ageney? Why use this charnel

at all?”? '

With these transactions the Militia Department had nothing to do.
The Ross Rifle Company was the seller and direct receiver of the price.

existed.

Debit Item 17 :— .
Dec. 21, 1915. Payment to J. W. Allison.. .. .. v o 0 v on e $4.000

Pr. Ev,, pp., 98, 106, 107, 108, 154, 155.

Orr-Lewis and Allison again and again strongly assert under oath that this
commission was paid on transactions, wholly unconnceted with Canada.

Their examination on this point was exhaustive.

At the conclusion of Allison’s examination the following conversation between
Commissioner and counsel had oceurrence:—

Pr Ev,, p. 155.

« Gir Citarrtes Davipson: In view of the statement of the witness that this
commission of four or five thousand was paid, might it be possible now to sccure
any knowledge of the transactions on which this commission was paid?

« Mr. Henpersox: T understand that that raises the same old question of
possible complications. There will be no objection in the world to witness and
Mr. Orr-Lewis either jointly or separately giving you that information, and I
have no objection to give it to my learned friend, Mr. Dewart, on the understand-
ing that it will not be published. There is no objection to my learned friend,
Mr. Hutcheson, getting it.

“Mr. Dewanrt: Oh no.

“Sir CHarLks Davipsox: Am 1 to understand that you exclude Mr.
Hutcheson from your confidence?

Pr. Ev,, p. 156. -

« Mr. Hinperson: No. I happen to know, and I can assure you it is not
desirable that that information should be stated. In fact there is a particular
reason why it should not be stated.

« My, DEwart: I am quite content with my learned {riend’s statement that
Mr. Hutcheson and myself should be made acquainted jointly with the fact, and
I assure my hon. friend I shall observe the very strictest professional etiquette
with regard to any statement he so submits.

«Qir Cuarues Davipsox: I am glad this agreement has been arrived at
because I think it is in furtherance of the public interest that this knowledge
should be given in this way, and then dealt with as propriety may dictate.

« My, HENpERSON : We will then be subject to your lordship’s direction. I
may say you will thoroughly appreciate the reason.

\

« Sir CHaRLES Davipsox : Wil thiat iiiformation be-detivered now or latert— —

« Mr. HExDERSON : At this moment to my learned friend (Counsel confer).
« Mr. DEwArT: My learned friend has satisfied me as to the bona fides of
his intention that he will give everything his client imparts to him. I may say
that when the inquiry opened I did not appreciate quite what its scope would
be, and it has perhaps developed into lines of thought that were entirely

- — ——— They-are-not—germane—to—this-i nquiry,—and-in_this respect I thought consent -

different to what any of us could conceive. The existence of the necessitiesof -~ -~

the Admiralty and the exact position in which this particular matter stood was
one that T do not think anybody could have understood from the speeches in
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Hansard on either side of the Iouse, and 1 regret to say that before the inquiry
opened I had undertaken a rather important professional engagement in Win-
nipeg, for which T expected to leave last night, and if under these circumstances,
with my learned friend’s kind concurrence it would be possible to ajourn the
inquiry as I suggested for a fortnight, 1 feel quite sure in the meantime any
inquiry necessary to be made as to the position of matters in England, and as
to the position of matters in New York, could be made, and perhaps the inquiry

1,11 4, s $rrr— AWt b} 1
TGO W rImnImne 1T oo STOIng.,
- -
Pr. Ev,, p. 15%.

“Mr. Hexoerson: Might 1 say, it occurs to me that there might be, probably
would be, a reason why the Admiralty as such should not make the statement,
but might T ask Mr. Dewart if a statement from Sir Trevor Dawson would be
of any assistance to him? I should think that would be readily obtainable—I
trust I am not being taken too liberally by any reporter—but perhaps the official
of the Admiralty might not care to suy too much,

© Mr. Dewant: Perhaps that had better be the subject of a conference in
the meantime.”

The transaction which Allison thus gave knowledge of to counsel was foreign to
any Canadian interest and of confidential and extensive character.

This payment of $4,000 to Allison did not excite later critieism. .

Indeed, Mr. Dewart explicitly necepts Allison’s statement in these words:—

Pr. Ev., p. 318,

W

ee «e vv oo The $4,000 paid to him from the ¢ Orr-Lewis Trust account
No. 2’ was, of course, not from Canadian business, but was ‘paid in cash’,
American bills, and note carefully, ¢ was the full amount of his commission’
from this account (page 153). The subsequent productions make this statement
vitally important.”

I take it that the reference to page 155 is to the following question and answer
put to and given by Allison i~
“ Q. Personally paid you the full amount of your commission upon Ameri-
can business; is that right?
“A. Yes, of course.”
The statement is decmed ** vitally important ™ in connection with the $5 question.
Pr. v, p. 185,

Debit Ttem 19 :—

Dee. 28, 1915, Cost tgms. to Quebec.. N .o v o0 vv o0 o $ 1 uv
A com. ajc. payment. . .. N v o0 ol e e ol 167 83
$169 82

The proceeds of this charge went to the bank, as instructed by the letter, dated
“ Whitewebbs Park.” England, 12 January 1914, from Orr-Lewis to the Manager.
One of its paragraphs gives the following instruction:—

“T1 am also passing to your credit the cost of cablegram $1.95—as well as
$167.55 being the total of your charges, all of which is quite satisfactory.”

Pr. Ev., p. 185,

o
Debit Item 20—
Dec. 29, 19135. Transfer to Bank of Montreal, Ottawa, for credit
* of Receiver General for Canada Militia De-
partment, 986,300 rounds ammunition and 813
boxes to cover same.. .. .. -+ 4. .. .. .. $20,927 44
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Debit Item 23 :—
Jan. 23, 1916. Transfer to Bank of Montreal, Ottawa, for credit
of Recelver General for Canada Militia De-
partment, in payment for 1,999,800 rounds.. 42,867 82
Total pald Canada.. .. .. «v .0 o2 oo oo o0 vo o. .. $63,795 28
(This total Includes boxes, etc.).

Pr. Ev,, p. 185.

Debit Ttem 21— - -

Jan. 4, 1916. Ross bayonets and scabbards.. .. .. .. .. .. $ 3,007 74
(Already dealt with under Item 12.)
Debit Item 25 :—
Mar. 7, 1916. Nothing to show., .. .. .. Cee e .. $ 4,125 00

Concerning this and the next credit item of $1,130.42 “per Merchants Bank of
Canada for London Joint Stock Baunk,” the following occurred during the cxamina-
tion of Parker, bank manager:—

Pr. Ev., p. 185.

“Mr. DEwant: There are two items there which I do not know what they
refer to; it does not show very clearly what the debit is.

“ Mr. Hurciesox: Do you desire thema put in?

« My, DEwART: Better have them on the record as something may develop
later.

“ Mr. Hutcnesox: We have made up our minds that they do not refer to
this matter. The suggestion now is that this item in connection with the Mer-
chants Bank of Canada mighi refer to a Canadian matter. However, if my
learned friend wishes I am perfectly willing to have them go on the record.”

Theso two items did not receive further notice, presumably because of their
irrelevancy.

Here end the debit charges of the account. It is indisputable and, indeed, is not
controverted that they stand entirely free of profit or commission as regards the sales
of our Small Arms Munitions.

Credit Side of Account No. 2.

It is on the deposit side of No. 2 that Mr Dewart finds, in his belief, serious
grounds for accusation.

Ho does not charge that Sir Trevor Dawson, Orr-Lewis, and Allison have divided,
but that they intended and intend to divide, and would have done so had it not been
for this investigation, a profit of 5 per thousand on the Canadian Small Arms Am-
munition obtained for the Admiralty.

A frustrated, not an accomplished, purpose is asserted.

Pr. Evs p. 319,

While we cannot, Mr. Dewart says, show how the profit was to be divided
—$14,586.97 of undivided and ecar-marked profit—in which Allison was to
ghare—in which Lewis was to share, and to which Sir Trevor Dawson was a
party, is available in the Trust account.

Tntended payment of further commission to Allison is also asserted.

g Letters as to price,

Letters and extent of Admiralty deposits, in the one case, and letters, alone, in
the other are invoked to prove the existence of these twin intentions.
The letter dated England, 1st December, 1915, from Orr-Lewis to the Bank Man-
ager mentions Admiralty deposits of $29,457.75 and of $26,176, and says:—
“ o, . our price for this (i.e., one million rounds) is $20 (twenty
dollars) per thousand rounds, boxes extra.
13917—4B -
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In his letter from England dated 23rd December, 1915, to the manager, Orr- Lewm
says with reference to an additional million rounds, that “the prices are the same’
as mentioned in the letter of December 1.

On January 12, 1916, Orr-Lewis wrote from England to the bank manager. He
says:i—

“« ., . In my letter of No. 792 of the 23rd December, you will per-
ceive 1 mention the amount of $29,457.75, which was to cover the purchase by
‘the Admiralty of the followmg —

Ttem B:—
(1) 1,000,000 rounds *303 ammunition at $25 per 1,000.. .. .. .. .. $25,000
(2) 800 boxes at $1.47 each.. .. e 1.1?6
(3) 6500 bayonets and scabbard-: tor Ross rlﬂes nt $6 50 each .. 3.250
(4) Balance due which was short on remittance of Ross rifles.. .. 22
" $29,448

Item C:—

The remittance of $26,17¢ as mentioned in your letter of the 13th l)ecemhfr
was to cover further purchases as follows:—
(1) 1,000,000 *303 ammunition at $25 per thousand rounds.. .. .. $25,000
(2) 800 boxes at $1.47 each.. .. .. .+ oo tv vu e el en we e e 1,176
“We are also informed this morning that the Admiralty have teansferred

the sum of $19,990.95 which is in payment of the purchase at $25 per thousand
rounds.”

This letter (was not of record when Orr-Lewis was discharged as a witness)
bears out the statement. for the time lLeing at least, that a charge of $25 to the
Admiralty was in process of application.

Deposits and Price.

The deposits made by the Admiralty, and the balance of $69,338.12 standing to
the credit of No. 2 account on June 9, 1916, are of sufficient size to make a charge of
$25 possible.

A cablegram from the Right on. Bonar Law—to be presently quoted—also
mentions $25 as the price.

Ilere intervenes, in active form, the principle which T laid down at an earlier
stage of these remarks, concerning alleged profits and commissions.

1t would be an intrusion, T wrote, to attempt to pass judgment, favourably or other-
wise, on the domestic arrangements existent between the Admiralty and its agent~ or
sub-agents.

If Canada received an excellent price for its Mark VI ammunition, which 4t did;
if the price was paid in full—as it was; if there bas not been a later allowance out of
our public mouneys of commission or profit to a middleman, as there has not been; then
the limits of my investigating duties are reached.

1 speak, at the moment, solely with relation to the financial factor.

Associated with the general principle laid down, are other reasons which make for
non-intrusion,

These relate to the evidence, or rather want of evidence, of record.

At the outset the deposits were on a basis of $25 to cover cost of ammunition,
freight, and incidental charges. In the course of the business these latter were paid
by the Admiralty. Nevertheless the deposits continued to be made on the same basis.

No. 2 account is still open; the entries and constating documents disclose that
the price paid to the Dominion was $20; the moneys out of which the $5 would be paid

are still intact; incidental expenses are not charged; and there has yet to take place
an accounting to the Admiralty.
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Final settlement will rest on the primary and intervening arrangements made
between the Admiralty and Sir Trevor Dawson. :
On these features, essential in character, we are entirely without information.
I am as a conscquence, unable to believe, even if relevancy existed, that it is possible,
to determine the charge of business treachery, which in the factum, is associated with
an asserted attempt to secure $25 per thousand.
The following correspondence, produced by the Auditor General, emphasizc the
justice and correctness of thus standing aloof from a discussion which would, solely,

relate to the business relations between the Admiralty and its agents:—
Pr. Ev., p. 2086. © May 26, 1016.

proximately
been sold
the sale

“Sir,—In connection with the investigation into the sale o
3,000,000 rounds of smail arms ammunition, which it was all ed ha
to Vickers, Limited, London, it was shown by Mr. F. Orr-Lewis th
had been made to the British Admiralty.

“ Tt is important that 1 should know the price paid by the Admiralty, and,
therefore, I have the honour to request that you will be kind enouglifo obtain
this information for me.

« T would like to know if the price was f.0.b. Canada, and if the Admiralty
paid all such charges as insurance, freight, ete.

“If you can obtain this information officially from the Admiralty for me,
T shall be very much obliged.

“T have the honour to be, sir,
“ Your obedient servant,

“J. FRASER,
“ Auditor General.
“Lt.-Col. E. A. StaxToN,
“ (yovernor General’s Sceretary,
“ Ottawa.”
Pr. Ev., p. 206.
From the Military Sceretary to the Auditor General.

O1raws, June 3, 1916,

“ Q1r,—In accordunce with your letter of the 26th May, 1916, His Royal.

Highness telegraphed to the Colonial Office on the 27th instant in the following
terms i—

“ Respecting reported sale of three million rounds rifle ammunition and

as a sworn statement has been made that ammunition was for Admiralty 1

am asked by the Auditor Geueral to ascertain what price was paid by

Admiralty, and if price was f.o.b. Canada, and whether Admiralty paid all

charges for freight, insurance, cte.

“(Sgd.) ARTHUR.”.

To which the following reply was received on the 3rd of .June:—

“ From Colonial Secretary to the Governor General.

“In reply to your telegram 27th May, the price was twenty-five dollars
per thousand f.o.b. - Admiralty paid all charges for insurance and carriage.
“(Sgd.) BONAR LAWY
I have the honour to be, sir,
Your obedient servant,
E. A. Staxtox, Lt.-Colonel,
Military Secretary.

“ The Auditor General,

Ottawa, Ont.”




52 REPORT OF COMMISSIONER

Pr. Ev., p. 302,
From the Rt. Hon. Bonar Law to the Governor General:—

“ Loxpox, June 16, 1916.

“ With reference to my telegram June 3rd following further message {rom
the Admiralty begins:—

“ The ammunition forming the subject of an official inquiry under Sir
Charles Davidson has been duly received by the Admiralty and has been found

cntirely satisfactory. The manner in which the purchase and payment was
sarried out for the ammunition, boxes, etc., is in acecordance with instructions
that were issued to the Admiralty’s representative. The special account opened
with the Bank of Montreal at New York is not yet closed, there being a balance
on deposit which will be accounted for to the Admiralty.

“(Sgd.) BONAR LAW.”

Allison and lis commissions.

So far as absence of proof, or of attempt to make proof to the contrary, justities
the assertion, Allison was not given communieation of the letters from Orr-Lewis, all
of which were written in England, to the bank manager. .

During the period covered by the sales, Sir Trevor Dawson was also in England.
Indeed he does not appear to have come either to the United States or to ("anada sub-
sequent to his spring visit in 1916.

There is not a tittle of proof that Allison knew anything about the matter of ulti-
mate charge to the Admiralty. Ile was employed to seck for and buy urms and am-
munition on commission, -

It would certainly be unusual if he were, in addition, to share in profits, if profits
there were to be.

1 have already dispused of his receipt for $4,000 for commission and of its, ad-
mittedly, want of connection with the Canadian transactions.

It is true, as Mr. Dewart asserts, that other commissions are coming to him.

The following extracts from the correspondence make this plain:—

Pr. Ev., p. 188.
The letter dated * Whitewebbs Park,” Fugland, 23rd December, 1913, from Orr-
Lewis to the bank manager says:—
“. . . As soon as the payments to cover all the transactions now in hand

are Lompleted T will be glad to have a statement of the No. 2 account, to cnable
me to send to Colonel Allison a cheque to cover his commissions.”

In his letter of January 12, Orr-Lewis says:—
Pr. Ev., p. 101,

“When the account for the boxes arrives and the amount is transferred by
the purchasers I will then be in a position to instruct you as to the payment to
Colonel Allison and the balance remaining to the credit of my account.”

The bank answers under date January 18:—
Pr. Ev.. p. 193

* We understand that all payments requested by you to date have been made
and all contracts of which we know completed. We will, therefore, be pleased
to give effect to your instructions for us to pay a specific amount out of funds
at your credit to Colonel Allison in settlement of commissions as mentioned by
you.”
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In the course of his examination Orr-Lewis swore, in anawer to Mr. Dewart :—

Pr. Ev., ». 106.

“ Colonel Allicon would be due commissions on American business.. .. ..
he had nothing whatever to do with this business or with Canada AN
there is no such letter (i.c., letter suggesting that Allison was entitled to any
commission in connection with this transaction).. .. ..or as to any other
transaction that was connected with it. There is no other transaction in con-
nection with Canada that I know of that has been had with Colonel Allison.”

Pr. Ev.,, p. 107,

AMr. Hexpersox: Carry your mind back, Mr. Lewis, for a moment to the
last question my learned friend, Mr. Dewart, asked you. I have been told that
there are one or two letters in existence in which you make reference to some
commissions payable to Colonel Allison. Now, please try and think of it—
might there be such a letter?

“Mr. LEwis: Yes, but Mr. Dewart asked me was there such a letter with
reference to commissions on this transaction and I said no.

“ By Mr. Dewart:

“Q. And you make it clear that if there are any such letters they refer
to other transactions?

“ A, Precisely so.

“Q. And there were other transactions going through this uccount you have
spoken of 2

“ A, Correct.

“Q. And in comnection with which Colonel Allison was entitled to a com-
mission !

“ A. Quite right.

“(, And it had nothing to do with Canada?

“ A, Nothing whatever.

Q. 1t had nothing to do with Canada in any way, shape, or form?

“ A. Not in any way, shape, or form.

“[r. TIexnErsox: 1 thought that perbaps these letters might be forth-

coming after you left for England, and if they do you have given us now the
explanation of them.
“AMr. DEwart: Yes. .
“Qip Crartes Davipson:. If these letters are available now, it would be
much more equitable to Mr. Lewis that he should be confronted with them.”

Pr. Ev., p. 106.

Orr-Lewis stated that he was about to proceed to England; Mr. Dewart did “ not
feel justified in asking that he should be delayed in proceeding to England.”

Proof, direct or inferential, to the contrary of the statements of Orr-Lewis regard-
ing Allison’s commissions does not exist.

Sir Sam. Hughes.

Of evidence or accusation which impugns the personal honour of Sir Sam. Hughes
there is none. . Tt T
The charges against him as already quoted in full, are:—
(1) That he was guilty of official incompetency in connection with and
throughout the sales of the small arms munitions. _
~ (2) That the conclusive evidence against Allison and the whole conduct
of the so-called “ triumvirate ” made it the duty of the Minister to fully inform
" himself and to sever the connection with Allison or at least disavow the trans-
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actions, in which the trail of dishonest dealing had been brought direct to
Allisou’s door.

The question of official incompetency, or otherwise, involves a review of the whole
matter. This I have completed and have as well, stated my conclusions thereon.

As to the connection of Allison with “these Canadian transactions,” he necver
professed to be acting as the self-denying friend of ihe then Minister; or to be con-

____Queting them without remuneration, in fact or expectancy.

He acted openly and avowedly as the agent of the buyers. There is not a trace
of evidence to the effect that he is to share in any profits, or to benefit otherwise than
by commissions. .

The letters from him to the Militia Department und from it to him, beginning
on September 8, 1915, are constant in their discussion of the fact that he was acting
not as a mandatary, or negotiorum gesfior, of the Department, but on behalf of a
named princijpal abroad. : e

Had he, in relation to that principal, chosen to ¢harge commission on the Cana-
dian transactions, the charge could have been justified, as kconsistent with business
remuneration and business usage.

There was no dickering as to price; it was fixed by the Quartermaster General
aud accepted without demur; and was not an under-valuation.

During the currency of the Small Arms Ammunition Sales, there did not arise
an act of dishonesty or of reprehensible conduct on the part of Allison which would

have justified Sir Sam Hughes in re}'using to recognize him as the agent of Sir.

Trevor Dawson.
Ligest of Conclusions.

For convenience of reference I put in consecutive, digested form the conclusions
which are seattered throughout these pages :—
Ante, pp. 35, 36.

The correspondence, created the belief that the transactions were with Viekers.
Ante, p. 36. )

This belief was justified.
Ante, p. 36. )

In fact it was the Admiralty that bought and paid for the ammunition.
Ante, p. 36.

At the date of the debate, everything on the face of the correspondence and docu-
ments sustained the belief that Vickers were the bhuyers. R

Ante, p. 37.

Knowledge to the contrary was not then in possession of either the Minister or of
any officer in the Militia Department; the facts were brought out during this investi-
gation. .

Ante, p. 37.

Of its use for lmperial purposes, whether by Vickers or the War authorities doubt
could not exist.

CAante, p 45T T

The position of the Canadian authorities would have received increased strength
had they known of and had they, resultingly, been able to assert that the sales were, in
fact, to the Admiralty.

<~ Ante, p. 52.

The evidence makes for emphatic certainty that $20 per thousand rounds of Mark

VI ammunition was not an under-valuation. It was the standard price; indeed for
such great blocks it was an outside price.
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Ante, p. 52.
Had normal conditions existed, these impugned sales would have been of advantage

to the Canadian Treasury; and capable on their merits, of vigorous defence.

" Ante, p. 0.

~But our then nationa} conditions were abnormal; they were those of war.
Tt is not an extravagance of belief or of words to assert that the sales would not
have been, had not war environed the Empire. In all likelihood neither Vickers nor
the Admiralty would, in peace times have sought ifs acquirement.

What, on the other hand, were the protective needs of Canadu, as regardc«d reten~’

<10n of the ammunition?

If these were of serious character, of course grip ought to have been kept on every
round of ammunition in store.

Excellence of price would in that case cease, to be a desirable factor

Ante, p. 57.

Between the departmental occurrences having relation to destructxou or otherwme
of Mark VI and the selling of the munitions a full year had elapsed.

In that®nterval, Canada had, }mpplly, stood free of internal emergency ln\] the
accumulatio . of Mark VII had grown m marked degroe

Ante, p. 57.

Withdrawal of Mark VI had been in progress and a few months before 4. Col
Macdonald’s examination its issue had ceased, in ehtirety.

—.Ante, p.-58,- ‘
Events subsequent to the makmg of the sales, or—as 1t mxght be more fitly

expressed—the non-occurrence of emergency justify them in retrospect.
This disposal of 2,986,100 rounds of ammunition, in two thirds part condemned
and one third part, quspected has benefited our Treasury to the extent of $59, 722

Ante, p. 70, T1.

That these transactions were not in association with the routine work of the Militia
Department even as enlarged in vast degree, by the war; their magnitude; the fact
that the extent of our ammunition stock was of Canada-wide importance; and the
absence of any definite supporting Regulation to the contrary; all lead me to the
opinion that an Order in Couneil ought to have been sought for at the outset.

Ante, p. 71.
I extend this belief to the sale of 150,000 rounds to the Savage Arms Company,

Utica, N.Y. The fact that they were to be used for testing Savage-Lewis guns in-

course of manufacture for Canada does not qualify the position. The ¢mmunition was
going out of the country, otherwise than for the direct use of our troops.

Ante, p. 71.

The 500,000 rounds of Mark VI issued to the Royal Northwest Mounted Police and
the 12,000 rounds of Mark VII, with loan of 24 Mark I1I Ross rifles, which went to our
Customs cruiser Margaret stand in a different category.

These transactions were not, in fact, sales.  They constitute transfers as between
departments, and the formal payments made did not advantage the Treasury. They
were book- l\ecpmg methods

The sales were made to the Admiralty through its own oﬁicmls and paid for out
of Imperial moneys.
Ante, p. 80.

It would be an unwarranted 1ntrusmn~—w1thout moreover, constituent authority
even to attempt it—were I to pass judgment, favourably or otherwise, upon the domestic
arrangements existent between the Admiralty and its agents or sub-agents.

N

&
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Ante, p. 88.

A payment of $4,000 to Allison was foreign to any Canadian interest, and of con-
fidential and -exclusive character. It did mot excite later criticism. Mr. Dewart
aceepte? Allison’s statement in that respect.

Ante, p, 92.
The Orr-Iewis letter of January 12, 1916, bears out the statement, for the time

being at least, that a.charge of $25 to the Admiralty was in process of application.

Ante, p. 93. .

The deposits made by the Admiralty, and the balance of $69,338.12 standing to
the credit of No. 2 necount on June 9, 1916, are of sufficient size to make a charge of
$25 possible.

A cablegram from the Rt. Hon. Bonar Law—to be presently quoted—also mentions
$25 as the price. - :
Ante, p. 93,

1f Canada received an excellent price, for its Mark VI ammunition, which it did;
if the price was paid in full—as it was; if there has not been a later allowance out of

- our-public-moneys-of-commission or profit to a middleman, as there has not been; then

he limits of my investigating duties are reached.
I speak, at the moment, solely _with relation to the financial factor.

Ante p 94 )

Of the features, essential in character, fully stated on this page we are entirely
without information. I am, as a consequence, unable to believe, even if relevancy
existed, that it is possible to deternvine the charge of business treachery which, in the
factum, is associated with an asserted attempt to secure $25 per thousand.

The communications from the Rt. Hon. Bonar Law found on pages 95, 96, and 97
emphasize the justice of thus standing aloof from a discussion which would, solely,
relate to the business relations between the Admiralty and its agents.

Ante, p. 98,

There is not a tittle of proof, that Allison knew anything about the matter of ulti-
mate profits, if profits there were to be.

The Minister stands free of evidence or of imputation deducible from evidence
which would affect his personal honour.

C. P. DAVIDSON, Kt,

Commaissioner.




