REP ORT

T0 HIS EXCILIESNCY, THE RICHT HCNORABLZ LOXD BYRG OF VIMY,

GoCoBoy GoCoMoGey M.V,04, otCey GOVERNOR GEXZRAL OF

TEE TOMINIOE OF CANATA.

I, the undersigned Comrissioner aprpeintad by Royal Commission

under th2 Corporate Seal of the Dbminion of Canada,pursuant to a report of the

Comnittee of the Privy Council approved on the twenty-seventh day of Juns, 1921,
to enguire ‘into a1l irregularitics and frauds of any kini vhatsoever in ocomnecticen

with the paymonts at par of exchange of sterling irafts, official cheques, letter

ard cable transfera, British money ordera and Britieh ‘currencies to members of the

Canadlan E!padi‘ionary Forces ia 1'“Pe“'t of any representin; moneys recoived by -

them for pay “and allowa.ncea and also in reapect of pensiona, and also in respoot

to lm privueges axtended to members of the Imperial forcew duiciled in Canada

e

Mr. John M. Godfrey, K. Cs,.Colonel, R. J. Orde, Counsel for the Govermment, . .

on the 4th day of August. 1914, anl also ln respect to paymnt made at par to

others than roturned soldiers and penaioners. report that having taken upon
mysslf the burden of the said ocomnission sittings woere holden at the Citioes of

@ttawa, Torornto, Montreal, Vancouver and Vietoria, where 1 was attended by

Mr, Kontagus Powell, Counssl for Mr, Re P, Brosm, and Mre P. Do %ilson, Counsel
for Messrs, Low and Hubbell, and whersupon after m&ing the evidence adduced
and what was alleged by Counsel aforesaid, and after weighing‘and considering
eaid mtteré, beg to autnit- iﬁe rdliowiﬁg réport. 7

‘ ~On the Fourth day of December 1918, ths then Deputy Minister
of Pinance, Mr, T. C, Boville, wrote the ronm:'é letteras to Mr. A. G, Perxer,
Manager of theVBank of Mont:esl, btﬁn. and to Major General Sir Bugene Fiset,
Deputy )l_iniator of Militia and Defence,-
» . DEPARTMENT OF PINARCBE

OTTA¥A, Ont, Dacember 4th, 1918

A, G, Parker, Esq.,
Bank ot Montreal,

- OMPAVA, Omt, e e e
mu mo Park.el'.— X ’ i

Reterring to our- converaation over- the hlephone yelterdag th'a—‘
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!nntraal to undertalm the exchango ot Brltiah for Canadian ueney for the

tanefit of soldiera arriving in Canada,
» 1 enclosé-herewith a copy of a letter I have written to General |
" Fiset asking that every facility be given to the Bank to enable the Officjals - |

® to carry out the work successfully. ¥The rate of sxohange will, ef course, Do

T"'lnd the arrangement wnl cover not onl; coin but British Notes, . ... _ .. .

the par rate of § 4.86 2/3 per £1, nilver and bronze coin in the same proportion. o
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The Department will be willing o maFs arveangements later sa
for thy 4ispisal of any acowmlation of Britira funds which the Bank muy
have as a conseyaenuce of this arrar;jomen'.

You=s very truly,
Sgds T Cs Beville
Doputy Minister of Tinance,.

Leir L ITRENT NF FINANCE . Ottama, Omt.
4tk Deosxber 1918,
Majur General Eugens Fiset,
Deputy Ministor of Militia & Defoner
NTTAWAL, Ont,
Doar Nenarsil Ploet,—

Canadisn Seldiers are now raturning in large mumberr under your
demcbidizetior schens, They are no doudt bdringing with thas froeo Londen
and on the ships, Britisn coin and currency, Voo tha couvenience of tus
#aliiers I kave arranged with the Bank of Montreal wuat Officlale of that
institution will e ep hand on the arrival of ships at Brlifaxr or at any
sther polin” of ~hich you may advice ms t3 exol.unge British mensy inte
Cansdima. "he rate of exshangrt will be the par rate I $6.86 2/3 te
each peund,

It wpuld be * great conveidence o the Bank if thelr Orficials could
bave aocess te the ship be.ore 8¢ Apoke, and I shall e very much
oblired ir youo will have Instruotijus givem to afford the Bank every
peasible opportunity in this regard .. carry out sucesssfully thie very
neceansry part of the demplilisatien. It willl seriaisnly be a great
corvonience to Lhe soldiwre thezselved It would be advicabls in your
schome to give the Bank ear y intimet!an of the nusber and cestieation
vl the chipe arriving conveyling troope."

Youra very traly,
Bgd., 7. C. Poville
Deputy Miniete:s of Ploance

It should be noted that the momey ‘o be exolaoneed at par- under

the &bove arrangement- was British oelm ald currency.

M Pebruary 5th, 1979, Sir Prederick Williams Taylor, General

Mansger of the Bank of ¥--iresl, wrote the fellewing lutter teo Mr. Boville-
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HELD OFFICE
BANE OF WOETHEML, NONTHEAL
Fobruary 5ta, 1919,
Dasr Mr. Boville,

Vith referince te the arrangement ap betwasen the Covarrment
and the Bunk for the refesption of Sterling currency at par for returned
spidiers it the ports of arrival pr slsewhers in Canada, it has boen
brought to our attention that a hardship is werked on Officers and men
overseas who, to aveld the risk of brirzing meney eut to Canada ia their
pocimte, request the Banc in Lendon to transfer it te thalr oredit at
ene of cur Brenches in Canada, thereby making a small lees in exchange,

Ondor the existicy methed, they can withdraw she!r Funda
from the Bank and deposit them with the Conducting Paymasters, who yould
allow them the par rato. To aveld this usnmacessary inconvenlence which
in dus courvs invelves extra work for jour Department, he reymasters and
the Benk, we wuggest that the arrangement in queutien be extended to
includes funds tracsferred frem the Bank of Montreal, Lendem, te » Canadian
Branch for the credit of a member of the Canadian Expeditionary yerse.

As the rate of exchange now current betwesn lLenden and
Montreal is oaly slightly below par, the difference would nﬂ be material,
but it is difficult te explain this te the returning men. m will
glve your consent to the trionsferance or their funde at
mmnner iodisated, the privilege w'll be much -pwmdg':m sen and
sdvantagenus to al! condernsd, I am,

Yours swry truiy,
S5gds Fo Williame-Taylor,

General Manager,



" T, C. Boville, Esq.,
" Deruty Yinister of Finance
" Ottawa, Canada,

Mo this letter ¥r, Zoville replied on Pebrusry 6th,1919, as -

Ppret A

followsa:
" © DRFARTIENT OF FINANCE —
OTTAY%A, CANADA.
. ; 6th Fabrusry 1916.
" 8ir Frederier Willlams-Taylor, K. C. B., N
" Bank of Hontresl,

_ " very reasonabla, as it =ill faeilitate the service which_is_very ruch._for.

" Kontreal,-P.-Q. -

" Dear Sir Frelarick Williams-Teylori-

"

" 1 bveg to ao¥nowledge receipt of your letter of the S5th instant,

" with reference t¢ the arrangement which you were good enough to make for the
.M. yedemnticn of -sterling currency &t rar fror. soldiers at ports. of arrival

" or slsewhere in Censds,

" Your suggestion that the srrangement in question be extended to

" include funds transferred from the Banx of Montreal, London, to a Canadisn

" brench for the credit of & member of the Canadisn Expeditionary Force is

" the benefit of the returned soldier and at the saxe time will involve
" practicelly very amall loss ir exchange.

——The-suggestion—mets with-the—aryrovai-of the-Departments ————
n o . Youre very truly,

" (Sgd) T. C. Boville -

v Deputy Minister of Finance.

As @ result of thiu‘arranger:ent entered into bvetween Sir

Frederick Willlams-Taylor snd Mr. Boville, all funds belonging to any Canadian

__%he market rates and par. It was contended ly Mr. Bovlille in his evidence

acldier ir Bngland coulé be transferred through the btranch of the Bank of
Montreal in London %o any branch of the sare Bank in Canade at per, the

Government aubssquently paying %o the bank tﬁe difference of exchange between

that it was understood that moneys and transfers arising from pay and allowunces
only were to b2 redeemed or converted but nothing appears in the correspondence

to that effeot.

- In My or the early part of June 1919, the Department of

Finanoe would apvear to have approved of the redemption of British curremoy

and conversion of official cheques and crafts by tne other Banka in Canada

~in 8ddition tc the Bank of Montreal. In the months of May and June 1819,

~ __..Accountent oZ.the Militia Department, in.which Mr. Boville.expressed his fesr

¥r. Boville ulso had several interviews with X¥r. R. P. Brown, Chief
. ‘ |

that frauds' were being committed in conneotion with the exchanging of British

meney. Mr, Boville requested Ur. Brown to0 take over = on behalf of

the Militia Derartment = ounversion of official cheques and
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drefts put not the redermtion of British currensy. After some 4iscussion Mr.

Brown & -resd t2 do a0 and the arrsngement cone t0 btetween them ls set forth in

letter dated June Zrnd, 1919, from Mpe. Seville to Mr, Brown, which is as

[

followsi=-

iy DEFASTYEET OF FlRANCE
o CTTATA, CANAZA

" vane Znd, 1919,
" Hl P. Bl"l:llf'.h, dﬂl‘

® Aeccinennt

“ Derartwent cf Militia and Defenece,

» Ottewm.

L]

-
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Dear 4r. Provtu=
Helerrirg tc ocur regent cocverssticn with regurd to your Depart-
ent texlig over fron the Banks sterling drafte and letter und cable trizafers
rejpresentinge ney ard allowmnces of acldlers, #¢ hav. Infor-ed the varicus
banks that thoy may [ay these transfars &t par and sollent from your Departe
mant on furnishine you with satisfactory procf that the funds represent jay
and allowasces of sold’ars. In regerd to cabtle and letier tre ~“ars 1 would
sUgEest *hAY tne Bany mrking aprifesticn for rayment drpost® with your Depart—
mert a fruft on trelir Lomden Cffics for the sterling 4o~ «alent.
TOUry v bende
Sgde e Co Boville,
Deputy Kiniast.r of Flnance

On June 9th 1219, Mr. Browm lesued & clrsular tc the Bark

Ysnnoers ir Caasde, as follows:

The ‘arager, He Qe J4=I1=1=d4
Bare of Montreal (Also all Bar¥a)

"Ottawa.
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vear IJlrc-
With reference tn the information glven out by the Flnance
Jrartoent, requesting the varicus btexzke to pay Sterlirz Draftes and Letter
and Ceble Trazsfers, revresenting pay and allowances ¢ acldlers, It has now
teern confir-ed that such transfers that are pald ac par, should %e passed for
scllection to the Chisf Acceuntant, Hilitia and ﬁrhnk. “ttawn, bul It ls
understcod satisfactory proof is to oe furnished 2MEY the funds represtrn. pay
and allowances Tor soldlers ~nly. It i3 requestéd shat a fora of eextificate
va putatirad f=gr the Payire Branch, thia certificate tc be sigmed by the
Marager, and for the sekxe of unifor=ity, I woul’ sugeest that the folluwing
form bta caed.
" This is to oertlfy that the sttached draft,
"latter cr Cable, Trarafers loouedesece aeafOr Evcvrnnnoes
"has been cashed Ly this Branch for $........8% par of
"exchange, and that the Fayee of the draft,Letter or Cabtle
"Transfer is bmowm to bte & bona fide Camadlan soldlor.,and
®t* . fands are represerted ty the attached d-aft,cover pay
" udé sllowances only. Regimertal Numer,Bank Battslion of

Feyee l8ce.sanvennnsnsncscsnsesnnnnna™

In . ltlon to the payling Brench signlng this fora it 2ight be
well %o have the payee airn adeo, Indieatin~ the Nusber Hark and Bsttaliom,
whick would guard aguire. any possible alstakes. -In sc fer se Pay and Allow-
1% or the War Service Ormtulty Cheques issued by th: Oversess Military
Porces oL Osands, London, Tnglend, are concerned, these shoulc ulso be paid
et prar, and whers rrorerly endorsed, and the Payee being the teneficlary, of
ths soldler, the atove certificate w11l of course, not be arplicable, the
amount rald In Can.*isn currency need only be stated. Th se cheques should
also be forwardsd direct to the Chief Accountant, Mili{tis and Defence for
¢ollaction, when a2 chegue for the par eqnivalent In Cazadlsn currency will
issue. With recard to Csble and Letter Transfers, it is requested that whep

=aking prlieation for payment, that you depos!t with the De
partment, a
draft on your London O7fice for the Sverling equivalent. '
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T e Yours truly,
e e ——-3g6e Re Po Brow,--- - -
" Chief Aocountant,

" 1 have not sddressed your Head Office with the above partioulars,
" as I ccnsider that the Ottawa Branch will be immcdiately ooncerned, and no

" doubt you will take whatever action you may deem necossary, ‘fith regard to

" having this adv101 made general,.

" Militis & Defence,

" "The certiflcate referread to in this circular appears to have baen

sutmitted to Mr. Boville and aprroved by him. While supervisicn of the

conversicn at par of official cheques, drafts, letter and osble transfers was

Departmant.

thus tranaferred to the ¥ilitia Derartment, control and oversight of the

rederptions of British ourrenoy wes 8t1l1l retained in the hands of the Flnance

On June 14th 1519, the followlng circular, approved by Mr.Boville,

was sent to the various Banks by Mr. Ross, Secretary of the Canadian Bankers

Agseciation:

" THE CANADIAY BANKERS ASSOCIATION

" - R —Cffice of the Secretary - 77
" Montreal, P.Q. JunG.ss.ee+1919

" DRAF?

" Ciprcular No.-

" The General Mansager,

" Dear Siry~ STERLING CURRENCY

" ' The Deputy Minister of Finance has authorized the brenches of the
" banks in Canada to accent from bona fide returned Cansdian Soldiers sterling
ourrancy, either notes or subsidiary coinage &t par: that is § 4.86 2/3 per

""vourd sterling, at which rate the Deputy Minister of Finance on behalf of the

" Government hes agreed to reimburse the Bank. ~Thé curreacy 80 purchaséd shall

" be esrefully recorded and held as part of the teller's o&sh until the 15th of
each month, shen it may te forwerded t¢ the Ottawa branch of the Bank. If the
-Bark has no brench at Ottaws then the amount is %o be forwarded to the Head
Office of tl.e bank, redemption by the Department in sush oase to te arranged

n
"
"
" from Head Office.
" In meking rresentation.-for-redemption-to-the-Department-of-Finance
" the consignment should be accompznied by a statement from the bank that this
" ourrency has been taken at $ 4.686 2/3 from soldiers only.

Notes and sllver coins should be sent in separate parcels insured
for their full value, and the expense of shipment and insurance to be borne
" by the remitting bank., Care mast be taken to see thet no mutilated coins are
" {noluded.

It must be distinctly understood the Deputy Minister of Flnanoo

' stipulates,-that-only-soldiers-returning from-overseas are entitled to- the -
preferred rate, and adequate steps must be taken to guard sgeinst aoeepting
currency from speoulatora who may endeavour to take advantage of this._

" grrangement to make a profit at the Government's expense.
Yours tru_ly. :
(sgd) H. T. Ross,
e _Beoretsry, —

It will be noted from the above oirculars that Banks ceshing

officis). vheques and_drafts-for-conversion- through-the- ntlitia*Departmant'wnre“**

required to take certifiocates that such chequea and drafts reprasented pay and
allowance only, whereas, ap;‘rently, the only stipulation made by the Department

of Finance in respect of British ourrency to be redeemed was that it should bo"m~

fff?::*

oo~ presented by 80ldiers returning from overgega‘”'A'“”w‘v R '"j’ 'f-“'“"““
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On November 24th, 1915, the privilegs of sxehanzing British money

at par waa by Order in Couneil extended to members of the Imperial lorce who

were bona fide domiciled in Cansds at the cutbreak ¢! the war and who saw servl

ie sagh foraen.

The following !4 & copy of the Order in Councily

COIY P. C. 2347
Certified copy of & Report of the Jomxittee of the Privy Council apprroved by
His Exoellency, The Governor General, on the Z4th Novesbar 1919,

The Committes of the Privy Counnil 2ave had before them a report,
dated 19th Nopweczber 1915, frov the Minleter of Finance, stating that asongst
othar rezomsendationt sutmittel to Parliament and zpproved by the Speclel
Committes of the Houie of Commoms on Bill Neo. 10 "An Aot to amend the Depart-
ment of Soldiers Clvil He-establishment Aot"™ is the followinm

T 3 3 3 8 38 @

It is recosmended that the Fipance Depertment should make
arrangements for the cashing 8t par of chequea lasued by the Sritish
Government in paymant of pay and allowances, gratuities or pensions for servl
in the Imperial Forses, of thorve forcea™.

The Minlater recommends that aathority be given to the Department
of Minanoe to put Into effect the recommendatior of the Committee: that the
eiaim of & person to the bemfit of the recomsendation above mentioned shall
te substantiated by such certificstes. statutory declarstion or other svideno
s may be preseribed by the Mirnister of Finance, and that the 2xpenses
resulting therefrom be charged to Vote for Soldlers Civil He-establishment
"=Fo earry out the recommendations ~* the report of the Commlttee om Blll Wo.l0
" (8pldiers' Civil He-sstablishment ",

- The Committee conour irn the foregoing recommendations and submit th
" pmse for approval.

" Sgd. Rodclyhe Boudreau”™

Clerk of the Frivy Council.

T % 3 38 % 3 3 a 8

This wonld appear to be the first time that the conversions And
redemptions were dealt with by Order {1 Council.

in November 1919, arrangements were made by Mr. Boville for payment
of the ¢ifference in axchange to Scldiers who had returned from Overssas and ha
eashed sterling drafts, cheqoes or currency at Banks before anthority was given
te the Department of Finance to redeem the sams &t par. 4 forms of aff'darvit
was prepared by Mr. 3rorm (payment of such éifferences having been committed to
the supervision of the Departmen: of Militia) to be executed by the Soldier
applying for payment of such Aifferences: alse = certificate to be signed
bty the Bank whers the original transaction was effeot.d, and a certificate %o
be execcted by the Bark making payment of the difference in exchange.

These were as follows
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- " Provinae of ) IN THE MATTER OF STERLING EXCHANGRA
‘ " To Wit : )
"
o T P . I
"oof : " in the Province of -
' returned soldier or sailor, DO SOLEMNLY DECLARE
" 1. That I was a resident of Canads before the War, and that I left Cansda to
IO " _aerve in the Imperial Forces, or.was transferred. from the Canadian to-the - -
" Imperial Forces on the day of 19
" 2, 1 received from the (Bank) at Branch the sum of §
" in peyment of an official cheque, bank draft, letter or cable transfer,
" issued for £ that the funds as represented by the cheque or
" draft, letter or cable transfer, cover only Pay and Allcwances, Gratuities or
""rensions for my Military or Raval Services, and that I am the person entitled
" to the payment of an amount equivalent to the difference between the sum of
" $ which I received, and the sum of § the equivalent
" of £ at §4.86 2/3 to the pound sterling.
" ARD I MA¥E THIS SOLEMN DECLARATION gonscientiously believing
" it to be true and knowing that it is of the same force and effect as if made
" under oath and by viriue of the "Canada Evidence Aot"
- " Declered before ne &t the City) —  — -~ e S e e
AN+ * of in
" the Frovinoe of ) Number - Rank
*thiE, T dey of D 8 N
"
" A Comissioner for taking affidavits
—————""in"and for the Frovince of ——
" N
™ CERTIFICATE OF BANK CR FIRM, WHERE ORIGINAL PAYMENT WAS LADE,
" This ie to certify, that on or about & draft or officiel cheque,
" representing psy, allowances, grotuitiee or rensions. amounting to £
" drawn in favour of was negotiated by us for the
" amount of $ |
14 :
" B signsture, _‘
of Xanager N
|
" CVRTIFICATF OF BANE. PAYING DIFFERENCE INEXCHANGE,
" The ( Bank ) hereby certifles that the amount of §
" has been paid to the above named soldier, representirg the difference in the
" rate of exchange as originally paid and par,
" -
" - signature -
" of Manager
Ay

The Banks were eircularized to this effeot and copies of the forms
sent to them. . e

In the month of Degember 1919, information had reaqpod~tha~Bnnk~~A

of Montreal that frauds were being attemptod in oonnection with the ledempulons

¢f British ourrency. Au a consequ"nce Sir }redericx Williama-’l‘aglor iunod

the following cir2ular tc the Managers of the various branches of the Bank

of dontreal, & cory of the same being sent to the Departmwent of Fingnoe:
{

N e
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" LANK CF MONTHEAL
- dead Office
" ciraular No. 3633 Montreal, Degember 1Z, 1319,
" The Xanagers,
Bank of Montreal,
" Gentlemans Sterling Convorsions for Returnsd Soldliers,

Tt has come promisently to cur notlee that the arrangement shereby

""'h- san's, under Governmént authority is exchunging sterling notes at par for
" returned men, 1s bPeing abused. At gertsin points a nusber of sharp-witted
individusle are making a bcwiness of gathering up notes, presumally at the
eurrent rate, and exchanging them st the banks at par wlthout Interference.

In order that none of cur ranches may be open to eriticlsm in thile
regard, the Managers will please give instructicns to their Sellers that no
exirange of sterlias notes bte made beyond the axtent of say £20 %o Ay one
person. In every case a certificate in foram similar to that 'n ase in
gonnactlon wish sterling chequea mast be taken from the applleant, sugh
certiticate to be filed for fature reference. Whensver larg'r cums than L2320
are offared for exchanrce, the applisant’s pay book should be pressnted and-if
it is rot clsarly shown theraip that the amount offered oorresponds to the
sterlin: JnSries wade Just prior to leaving England, the pa-ty should be
refarred to the District Paymauter at t*s headquurters of your Military
District, whose recommendation \*» Lunk may properly act upon.

4t points where we hav' more than ore liamneh, all applicaticns of
this pature should, from this onmards, be referred tc the main offize.

Yours obedlent servans,
Ml F. W. !#l'ﬂfp
Geners]l Manager.

Cn receipt of & copy of this circular Mr. Beville wrote the
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fellowing letters to the Depaty Minieter of Militis and Mr. Hoss, Secrebary of
the Canadinn Barnders' Associetlon:

DEPARTMENT OF PINANCE
O?TARA, Canada,

a Decexber 168k, 1919,
" Major Geperal .

. 31> Bugens Fiset,

il Deputy Minister of Militla & Dafence,

. Cittama,

""Dear Oenorsl Plaet:

The ting has now arrived whan we shall have to \Vighten the stringe
" on the awrrangement under which we ocash at par the Sterlimg ecrrency of returie
* soldiers representing their pay, allowances, etc. Acocordirgly, 1 am sending
" you a copy nf a letter addremsed to the Secretary of the Cunadis~ Bankers'
" Assoslation, Mr., Hemry T. Hoes, Asking that he advise the banks toat the
" arrangesnt will terminate on the 22nd December and that any claias of this
" %ind mast be made to yoor Department bty the soldlers thexselves.
n Toars very truly,
N " T: C. Bovrille®
" Depaty ¥inlater of Flnanee,



PIRANCE DEPARTUENT

" Ottawa ,Deocember 18th 1919

W Henry T. Roas, Bsqu, : ] - - .
~w T "~ gasgretary, Canadian Bankers' Association; - e
" Toronto, Ont.

e M Dagr- Mp o ROBBE o O U o

" Referring to the arrangemrnt under which the Canad ian banks redeem
" at par Sterling currency representing ray, allowances, etc. of returned
" goldiers, the time has now arrived wher the general arrangenent should be
n temminated. I have to ask you, therefore, to be good encugh to advise the
" Tanks thet from the 22nd December, 1919, the arrengenent will ceases—Any ——
" olalms for consideration in this respeot must be taken up direct with the
" dilitia Department who have control over the demobillgation of the Canadian
% Expeditionary Forces". )

“~Yours very traly, o oo

" 7, C. Boville"
~ Deputy Minister of Finarce

With the issus of these inatructions tke redemption of British

currency through the medium of Banks 'an.d‘ the Derargment of-Finance was -terminated

and arrangements were made between Mr, 'Bovvnle and HMr. Brown that comnercing

January lst, 1920, the Militla Department & juld take over tiic oonversion of all

_British ourrenoy. To prevent frauds being effeated thc following Jaolaratisn
was then rrepsred and instructions issued to Banks and Offieials of the .

Accountant's Branoh of the Militia Department that such declasation was tr be

taken in all oases where applisation for redempiion of British currency wia
- mRdee

" Province of )

" To Wit

" . ) I¥ THE LATTER OF BRITISH MONEY

MR :

" of in the Province of

W Returned Soldier, of Saller, DO SOLBMNLY DEGLARE:

n
- 1, That 1 was v resident of Cangdw before the Wary and—that-1-joined-snd—

" was an sotive member of the Canadian Expsditionary Force and or His Majesty's

n Imperial Porces, und am now domiciled in Canads, and that the Britlsh Sterling
- - .money -now pregented for payment &t per of exchange $ 4.86 2/3 represents my

- T Payand l1lowances, Cratuities or Pensions only due me-for service in such

" forcese ... .. .

"2, Thet Il em the right and proper person to recelve the benefit of the
" par value of the pound asterling from the Canadisn Government, under the Order
" in Council suthorizing payment at par.

" 3., That these Notes amounting to- which represent monies due me for
- my-Military -3ervice-as-above. stataed, -werse-brought by.me.or. my..dependerts from
" Overseas. : .

" 4., That I have previously ceshed at the Bank (name..eessssss

" Sterling Notes-to-the amount-of-& . ... and for which I received
" R §

are — e e e . S ——
" AND 1 MAKE THIS SOLEMN DECLARATION oonscientiously belleving it to be

© " true and kmowing that it is of the same foroe snd effect as if made under
" oath and by virtue of "The Cenada Evldende Adt",
* Deolared bvefore me at the ) -
of .. in ) Signature - )
- " the ‘Provinge of - o . - T T T i - R
~-- ".this day of - — - 19 Number R Rank Unit
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A Commissioner for takiwg affidavite ir and
for the Provinoce of*

On the 29th day of July 1920, the following Order .n Counnil

ralative to e oconverslom of amoumts cowwring pensions and allowan-es pay-

able to members of the Imperial Forces domicliled in Conpds, and as to the

payment of differences in exchange om transfers theretiforw effected, at

maiket rates of exchange, Was passed:

7 J 2 8% 22 33 3 33 3 33 33 3

% T 2 4333 8% 33 383 32 3 3 33 3= 3

COPY = P.C. 1761

Certified ocopy of a Eeport to the Committer of the Privy Coumell
approvyd by His Exoelloncy the idministrator om the 29th July 1920.

The Carmittce of the Frivy Counnil uave had before them s meport,
dated Srd July 1920, from the Minister of Finance, stating that amonost
otlier recommendations submitted to Parllament and spproved by ths Special
Commi ttee of the House of Commoms appointed to comsider the guestion of
sontinuing Wer Bomus to Pensiomers, and any amendsents to the Pemsion law
which may be proposed: also, to ocontinue the imguiriss imetituted by the
Committes Om Civil Re-Establishment last Sesslom, etu., ls the following:

fecommendations~ While you> Committes thinks this obligation
might well be assumed by the Imperis’ Governmsnt and that reprosentatioms
t0 that effect should bs mads, it =ecommends (& the meantime that the
Doparteent of Finange, should wake arrangements to eontimue cashing at
pAr chaques payadle in sterling issued by the British Governmemt or by
the Board of Pension Commissioners om %ehalf of the British Govermment in
paymsn® of pay and allowmnces, gratulties or pensions to or in respect of
ex-mambers of the Imperial Forces when resident iu Canada or *o the depend-
ents when resident in Canada of such ex-membors of the lisjc=ial Forces
provided such er-members of the Imperial Forces were bona fide domieiled
acd resident in Cowmada on the 4th of Lugust 1914".

Ine Mimister recammcvids that authority be given to the department
of Uilitis and Defemoe to eontinue to mt into effect the recommendations
of the Comzittee as followm
(1] 411 sterling drafts, official cheques, lettar and ocable treasfers,
British Woney orders, and British curressy that represent Pay nil wsnoes,
pemalons and gratuities of memberas of the Cazadien Expeditionary Fores
and the [mperial Forces, ineluding thelr dependsmts, to be redessed st par
upon the actual preseutation of the arorement lomed Sterling drafta, offie-
ial shequc ', letter and ocable transfers, British money orders snd Sritish
ourrenay.

(2) As recammeuded by the Conmittes, it 18 provided that these reguletioms
extend only %o those members of the Imparial Porces who were actually dom—
feiled in Canmoa at the outbreak of the war, and that Certifisatss and
Affidavits be obtained in suppert of all redemptions and claims.

(8] Also to provide for the cash payment of the difference in o xchaage,
that ls, in 0ld or previous transastions where the roldler was psid in Cap-
Sdian curremoy a4t market rate of exchange. T™1s is mot to apply to the pay-
ment of the difference in exchange on rurreant transactions wiich is provided

for in the first recommendation herein for the redemption of the sterling
At par.

The Minister furtier recommends that tho xpenses resulting
therefrom be charped to Demobllisatiom Approrriatica 1920-21, Department
of dilitia azd Detenoce.

The Comm'ttes comcur in the foregoing recommendatioms and
sumit the ssme for approwal.

3¢gd. Bodolphe boudreau,
Clerk of the Privy Comuail.
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* such Order in Counsil being auended by & further Order im Tounefl =~~~ 7 7 7~

- approved on the 218t day of August, 1920: whioh was as follows:

n . COPY P.C. 2009- Privy Councll Canada -

" "Certifled copy of a Report of the Cormittee of the Privy

" Council approved by His Excelleroy The Governor General on the 2lst

" August 1920. .

" The Committee of the Privy Counoil have had before them a

" report, dated 10th August 1920, from the Right Honorable Sir George
Y-E.-Foster, for-the Minister of Finance, representing that-the Order ——
" ir Counocil dated the 29th July 1920, P.C. 1761 ~ authorized the

" Department of Militia and Defence to put into effect the recommendat-
" ions of the special coumittee of the House of Commons appointed to

" consider the question of continuing War Bonas to Pensioners, and any

" Amendr:snts to the Pumsion law that may bte proposed, also to continue

" the enquiries instituted by the Committee on Civil Re~-Establishment

" last sessimm eto., and among other things, gave authority to the =
" Depertment of Militia to provide for the making of coertain payments —
" defined in section {3) of the second paragraph of said Order in Council
" whicu paragravh is as follows:

" . (3Y 2180 to provide for the cash payment of the difference im —_ ...
" gxchange thst is, in old or previous transactioms where the soldier
" was paid ir_Canadian gurrency.at.market.rate-of-exchange.—This-is-not-

" to apply to the pa.yment‘o‘t the differonce in exchange on current trans-
actions whioh is provided for in the firat recommendatiom herein for the

_." redemption of the 3terling at par",.

"

The Minister points out that the language of the paragraph

" above quoted does not clearly set ocut the intention of the recommendat-
" ion mede by the said Committee of the Hous¢ of Commons, snd might give
" rise to claims by menbers of the Canadian Zxpeditionary Force to pay-
" ments of amounts representing the difference betweem the par rate of

" exchange and the market rate of exchange on-payrent-hitherto-made-to——

" thom overseas in English currency, with which difference of exchange
" 1t was not the intention of the Committee to deal.

" The Minister, therefore, recommends that ths said section (3)
" of the second paragraph of the above mentioned Order in Council, be
" amended by adding thereto thy following worde:

" Hor to apply to payments heretofore made overseas in British

Viarad

" funds_to members of the Canadian Expeditionary Porce;  but only to amountsg
*-representing pay, allowancea, ponsions and gratuities heretofore trans~

" forred to Canada by members of the Canadian Expeditionary Force, and

" whioh may have been 80 transferred at market rate of exchange™,

L The Committee conocur in the foregoing resomendation and submit
" the same for apmoval. ’

Sgd. Rodolphe Boudreau,
Clerk of the Privy Counoil
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Under the provisions of the Orders in Council and pursuant o ihe
arrangements mentioned Britlse cwrency was redesmed mud sterling funds con-
vertad (or differences in excharge paid thereupon) to the followire extentss

(&) Sterling notes, silver and bronse HArTeDay W
¢onvertod in the perliod between Feliraary 1st,
1919 and Degamber Jlst, 1912, st docks and at
brasch banke throughout Canade (such banks belng
in turn relmbursed in Canad ian funds at par by
the Departwsnt of Pipance) = to the amount of 9 7,416,936.51

(v] Amounts on deposit in the Bank of Montreal
London, England, to the eredit of upwards of
ten thousand woldlers, were in the period
between February 10th, 1919, and Saptember
16th, 1919, tranaferred by the Bank to the
credit of suth soldiers In branohes of the
Bank in Carsda = te the exten: of 4,230,792.45

(e] Sterling drafts, cheques and latter and cable
transfers were in the period betwean June 16th,
191%, and vune 8th, 1921, coaverted at par of
exoba . for returned spldiers by warlous banks
in Carads - such banks belng reisbursed in
Opnadian funds st par by the Department of
¥ilitia amd Defence - to the extent of 6,975,484.9%0

{4) Sterling notes. silver and tronze owr-enoy
presente! in the -ericd between Jamaery lei,
1920, and May Lltn, 1921, and redesmsd throuagh
Banks in Cansds (whizh bani's were in torn re-
imbursed in Canadion funds st par by the Depart-
mert of Militla and Deferce) and sturlin: notes,
silver ard bronge ourreney reéilved by the
Departsent of Militia and Defencs direct from
thes returncd soldlers and converted by 1t at
P, amounted to 692,234.07

\e; Between Junuary 13th, 1920, and June 8%, 1921,
amccntes agpreg=ting h&l.ﬂ.’a.l? wares pald bty the
Departrt cf d1ltis and Defence in resvect of
differonces in exchange upon storling transfers
gonvertel by returned soldiers throush Baiks In
Camads st market rates. Based on Ve average
differences betwern par and market rates of ex-
"bange In 1%)5 and 1920 the aggregite of the
amounts w0 pald, $234,245.17, wan expended in
respeat of trensfers of approximsiely 7.129,166.66

To the above msy be added the following transfers t o Ca..da
made -t rar of exchange through the Overseas Brench of the Pay-
master Generul's Department, mnd the Depertment of Militia and
Deferos, Ofbuwng

(f) Sserling funds deposited by soldlers with the

Overseas Pay Cffice, which were traasferred to

Canada and peid to thelr representatives or

placed to their own credit in Canadia .. .3 =

Between Morch 1,1916 and Mareh 31,1919, $922,699.93

Betwesn April 1,1919 and Sept. 30,1919, $630,783.39

1,563 483,32

Taking the total of sterlirs funds converted and currency redeemsd
in respect of which par of exchange wus pald approximately -- $£2,998,038.0%
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On April 9%h, 1921, twvo returned soldiers, named 8gt. A. E. Hill and

.Capt. A. E, Pobinson, were arreeted and charged with fraud in conneotion

with the excrange ty them, 8% par, of Britlsh ourrenty¥.  Robinson was, &t the

tim f '.a arrnat. err.x:lo;.ed in the Departmert of Joldlers Civil Re-Eatatlish~

ment at Ottaws, while H¥ill was & memter of the Ottawa Police Force,.
H111 bad effected two conversions at par, in his own name, 88 follows:

On Octoter 29th, 1920, £325, yer value $1,581.66
e 01 PebFUATY nh, 1921, £275, par value §1,338¢33 — s

while, also, ore, Sordon J, Munrce, had on March 10th 1921, converted £304,

var value $1,479.45 for Hill iz E{ll's name. o

In sdéition, commencing November 22nd, 1920, Hill had {on the statement

" irat he had received & legacy from Enzlsrd which he wished 0 convert at par)

sdopted the rractice cf 's,andmg retarned soldiers to the ofﬂce of the Chief

Agsountant of the "hina Dapartmnt wi h :uish notea for exchange into

Camsitan currency. The reason he gave to such mer for not presenting the
" money himself was that he had alreacy made conversions in hLis own name. He
8lso to0ld them that 1f they wculd see elther Mr. Low cr Mr. Hutbell of the

Kilitie Department the mutter could 2 urranged without difﬂcultv. In all

raturned scldiera mnntionnd anounts agzregaung £14 0-0~ the par val{fe

Botlnson, namely:

Included in the atove redemptions were three made

March 22nd, 1921, £485, par value
April 5th, 1921, £720, par value 86,.,04 00
April 7th, 1921, £964, par value ¥4,691.45

In his evidence Rotiraon stated that such exchsnges were made by him for Bill,

¥nen the cheque for the last ﬁmount was presented &t the Bank to be cashed the

Mansger telephoned Capt. J. F. Waddington, dscountant of éie'b."é.'é{n'.;’ and
“ssked for aﬁ'oiplé’ﬁatibn’ as 0 Low such & large chequs oam to be presented.

The enguiry aroused the susplcicns of Capt. Waddington, whereafter investl-

- gztion was mads remulting in the arrest of the two men. It 1 doubtfal 17

_tke frauds would huve 'been discovered had it not been for the viglilence eand

aotivities “of Capt, ¥a I‘u‘.‘\npton.
"Insdditira to t%5 frauds perpetrated by Hill and Hobtinmson, frauds

of a sirmilar nature were committed by one, Sgt. Domoney, who procured thﬁ*

“archange of British ourrency at par to the value, s mdzitted, of upwards -
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of $10,000. The oethods saployed by Dmoney wers similar to tnose used
py Hill. Domomey was mot brought before the Commission by reasom of his
arrest and oomuistal for trial., With his trisl he was “ound gullty and
wentenced to twd years' ilmprisomnment in Eingston Pemitemtiary.

Careful cousideration of the evidence glver ir comnection with
the E11l spd Robimson frands has led me to the comclusion that respomsibil-
\ty for them must be borme largely by Philip Low and Maynard Hubbell in
gharge of the redsmmptions and couversioms for tho Department of Milila. I
am of the opiniom that Low acd Hubbell knew the frauds were belng oommitted
and that there was oollusion butween the_ and Hill in respect of them- also
the t Bubball was su acting with She full knowledge, Lf mot umdar the '‘natruet-
ime, of Low, who was his superior. I find that Mr. R.P. Browm, Chle. ‘coount
ant of the Militia Department, and his asr.etart, Normam C. Allen, had no
conneotion witl, Or knowlsdge of the frands, Mat [ a=m of the opinion that
thay negle~ted to properly supervise md (2spect the work carried on by Low
4nd Hubbell, lu which view a meaAsurs 07 respamaibility =mst sttazh to tham.

Bobinsom Im his evidenoce vefore the Commigsion swore tlat wham
he was Tirst approachsd. by Hill, he telephoned t0 Low ond nformed him
thrt & returned svld.er, named Hill, bsd made enguiries regarding tis ax-
shacging of Bricish monay at par and that Hill had a sux of wuch .omey to
exchange., He stated that in reply low told him to send the mone¥ over and
he would arrange the matter. Whez Robinsom went to Low'e cffice he was
told to ses Hubbell, smd upon doing so iuformed Hubbsll that the monay
did not belong to him, Hobineom, but to Traffie Officer EL{ll of the City
Pollise Yorce. Hubbell thexz took the momay from him, amounting ti £485.
without further ssquiry, and Robinsonm was 2ot csiked tu maike a declaratiom
thit the 2485 was his own monay or that it was pay and allowmnces. (n the
followin~ day, when he received a cheque (payable to himself) for the
curreay Bolizson says he toad Hubbell it was not hls money dut belonpged
to Eitl, and that Hubbell replied “that is altight™. He says he asksd
Hubbell if it would be wlright to oash further curreccy and Hubbell's reply
was *Lai he would take either di11l's money or that of any oze else who
wanted tc sernd it over. Robizsorn subsequently put through other irans-

‘otions using in one case flotitious naxes whioh he acd Hill took off a

“ominal roll in his office. On smother oacasion he says he telophomed
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Hubbell that he had £700 of Hill's money, when he says Hubbell told him

to split it up in the name‘u of two or three people as he did not want it

to appesr as “’though’same per sor: hgd bought the money on -tho open market as
a matter of business. Robinson ;urther’ stated that' after his grreat he -
overheard & conversation betweer, Hubbell and Hill to the.effect-that they
“would be unable to put through a transaction whion they had evidently prev-
tously arranged. ‘ :

while I would not be prepared to acoept the evidence of R:b;;;on

1f it stood alono. I do accept 1t as I find that his evidence has been
__qorrobor&t,ed. Also 7t-1rrx‘eAre would not aprear to be any reason why Robinson
should ‘;)oum‘it perjury as he had been tried and acquitted of all the charges
whioh had been made against him. There was no suggegthm that he-had any
animus sgainst Low or Hubbéll- and apart from hin eonnection with the fraud-

ulont transsotions mentioned, his record ha.d been good.

the Lilitis Departmert Mr. Brown drev the declaration which has been set

7 put‘ hreljglnpggoyg._ a.nd his evidence is that he gave .mstruotlonu that in all
cases soldiers applying for thé redemptior. of British ourrency should make
such a declaration. Both Low and Hubbell‘deny that such instruotions were
glven to iham. 1 oannoé ses any good reason why the Banks s_hould have been
required to obtain suah deolarations and the sams regulatid*n not apply to
redemptions mdo direot by the Doparhnont. 1, therefore, aoccept Ur. Brown's

evldenoe. In the 43 transaotions with which Hill was conneoted daclarations

cases-only, -and in.nonA _ot_such oases was the applicant required to take

At the time that ths rédemption ‘of ourrency was taken over by e

-~ were signed by the men pzresennng the Brit!.ah currency for ox.change in 5

his oath that the money p‘reaented was his omn or that it repreeented pay

~and allowances ondy. Purther, neither Low nor Hubbell gave any 1nt1matlon

but he apparently reated under the impression that his inatructions were
being carried out.

‘In my opinion the failure of Low and Hubbell to carry out the

of facilitating commission of the frauds.

Low and Hubbell took charge of the redemption of British notes

to Mr, Brown that they were not msistmg upon the declarationa bemg made, ...

“instruotions of MF o PFowh &Ad 0 take the dsolarations was-for the purpose - .-
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and ourrengy inm Jamuary, 1920, following which date the amount of carremcy

coldsamed direct by individuals who brought the same to the Departmeat for

sxchange was as foilowe

JAOUAry, 1920 5ER.E5
February 1920 1,432.69
¥arch " l,m-ﬂl
April o 3,67T1.77
May N 1,210.88
June " 876.97
July = 339.92
Augusy " 2,068.84
September ol 7.318.77
Ootober " 10,368.18
Novezbar " 20,172.21
December " 19,619 .56
JanuATy 1921 21,387.61
Fobroary » 13,926.73
aaren ” 24,614.07
april = 11,957.37
day N 749 .46

The ezcunts cashed prior to September, 1920, wers probably legltimate,
but iln the momth of September, 1920, the redemptions lncreased to §7,318.77
owing to the a~tivities of Domorzey. @n October, 1520, whem Hill became
sotive, they ross %0 $10,368.18 and thereaftar contizmued to lugrease
until darch, 1921, whem they resched a maximum of §24,814.07. /fter
$6,1956.45 had beem exchangeiby Robinsom im April 1921, Hill and Fobinsom
ware arrested., In Mday 1921, the total amount of moneys exchanged was
only $T4u.46.

Both Low and Hubbell must have kmown when they took charge of
the redemptions in January 1920, that a decresase was to be expected in
the mmourt of British surreney proper to be exchanged. With the almormal
inareases in the amount of the redemptions, therefore, and the faot that
they maGe no mentiom or comment UPOE the =ame to “r- Rrown, I find it
impossible to believe that such incresses toox place without their kmowledge
of the fraudulent sonversioma ¢/ Hill and Domoney.

I regard as aignificant the evidenoe of Herbert Lyoms who took
2266 to the Department for exchange for Hill. Hubbell apparently referred
the matter of e siwsoge to Low and after doing so told Lyoms that the
azgunt was & trifls too much and :ugn.; that it be reduced to £203, which
was dotd., | oanrot see why such a suggestion should have been made 1f Low

and Hubbell were acting homestly im the matter.

Thare ls also the evidence glven by Gordomn J. Munroe who converted
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£304 in Hill's name on iarch 10th, 1921, at a time when Hill had already

exohanged two sums in his own name, aggrogating £¢00. iunroe's evidence

i that; "Hill came down to the office cne day and said "I am pioking y.u

out as & fellow I can trust'; I sald 'Yes': He said 'l have kmown you a

ldng wnile, 1 want yoa to cash some money'; I said 'What money is this’ ;'

HO

said '‘By mother iled i.n England a.nd the will 1a drawn np. 1. am getting

money sent over in large amounts and if I took this to tho Bank I will

lose about $100., would you mind going up to the Department of Uilitias

and Defence and get it cashed? I said 'Will it be alright?' and he sald

N

there and see Ur. Low and iir, Hubbell and Just tell them lr. Hill sent you

have been up there before and there was no touble whatever; you go up

up and everything win be alright. ard ct 11 back next day for the money'.

'

do not remember what sum it was but it amounted to $1, 400. odd. I

braught the money to the office here and met XMr. Low, and he said "Who .

sunt you with this money?' acd I said 'Tiny Hil1l'; He said 'Yes, 1 know ——~

him, see ir. Hubbell there and he will fix you up.' I took the money

to Hubbell, who counted it and gave me a receipt. He told me to call

back at two 0'cloox and he would have a cheque for me. I oalled back at

tw0 0'clook, got the cheque, 3ave back a regeipt, got Hill to endorse

the cheq\ie and got it cashed and gave him the money.

Q,.

Was that all that happened? A. That is all that happened.

Q Did Hubbvell or Low ask whether this was pay and allowances?

Ao

Qo

Q.

Yo, Str, they didn't.
Did you sign any declaration? i, T addm'ts 7

They knew :t was for Hil1l? A. 'L‘hey knew it was for Hill.

Q.
Qs
Qc

Q.

Q

Apd said that was all right? A,' A}l right,.

o further questions asked? 'A. None whatever.

Is that all you know a‘boﬁt this? A, That is all I kmow.

Do you xmow of anybody else doing this? 4. About thirty-five.
Men who would give similar eviderce to yours? A. Yes, that is all

1 xmow ab out it.

You don't know about anyona ol89 engaging in this busmeu? e

Ao

Ko.
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There are indicatioms that Low was apprised of the Domoney
tracsactions also, for Mr. Cock, & bookkeeper in the Department, on ome
cecaslio: pointed out to him that several transactioms were being put
through in Domoney's name. When the matter was referred by Cook to Low
he was informed that it was nome of Ris business.

Hubbell also sdmitted in giving evidence at Hill's trial
that he had met Hill oftem om the street and when asked if he had told
Hill that the Govermment dia mot lose anything by reasam of the exchanges,
he would not swear whether he did or did mot tut admitted that he might
have told Hill so.

In practically all the exchanges of Eritiash curremcy made by
Hill and his confederates no questions appsar to have been aaked by
sither Low or Hubbell as to whether the momey belonged to tas applicant
or represented pay and allowsnces only. In no case tlthnr: 80 far as
gcould be ascertained, was a soldier's file drawn and his ledger account
emmined in order to determims whethar he might reasonably be expected
to bs in possesslom of ths smzount presemted for sxchange.

As further evidence of the oarsless and lneffilolemt manner
in whieh the redemptioms and eorversions were dealt with by Low eaud
Hubbell is the fact that although Mr. Srown gave imstructions to Low
that the agcounts should be balanced momthly, Lt was doce for a period
of two months only, after which such sccounts were allowed to remain
unbalsnced with the result that the discrepanciles hersipafter referred
to arose in respect of them. In additiom mo proper record was kaspt of
drafts and cheques returned t¢ the Departmemnt for proper endorsement
or o:her sorrsotiom, but the same wers handled iz = lcose and careless
menrer.

In his evidence ir. Brown stated that he had givem explicit
instruotions to Low and Hubbell that all Eritish momey exchangedand
received by the Department should be tacsm over at the end of each day
ard lodged in the custody of the Finance Department. These lnstructioms
were disregarded by Low and Hubbell who allowed cash to acouwmlate betweeu
October 2pd, 1920 and November 23rd, 1920, umtil it amounted to over

$50,000. In snother instance and in the period between August Tth,1920



-being ocarried on- by Low-and Hubbell. At the time when superivision of .
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and October 2nd, 1920, moneys were allowed to accumlate for the period
of nine weeks before they were delivered to the Finance Department. No
satisractory explanation for their disregard of the instruotions given
to them was made by either Low or Hubbell. It was quite possidle that

iho curren&{éiirc;;éditb accumlate coﬁid have been omployedio fﬁgii{at}w

7 With l:espect to Mr, R.P}wﬁrom. Chief Accountant of the' -
Department of Kilitia and Derenée, and Ur. Norman C. Allen, his assistant,

I £ind that they neglected to properly supervise and inspect the work

the conversions of offioial cheques and drafts was transforred from the
Pinance Department to the Militia Department Lr. Boville would appear to
have warned Mr. Browm that frauds would probably be attempted. With

kmowledge of tnis posaibility and having regard to the large amounts in-

.practically no persoral interest in the administration of the work by

volved in the omversion of cheques and the redemption of curremoy by
the Department, it seems inocomprehensidble that both Mr. Brown and Mr.

Allemn should, during a period covering twenty-two months, have taken .

Low and Hubbell, or made any efforts to ses that the regulations laid
down were being carried out. They both admitted that a mere casual in-
spection at any time would have disclosed the inefficient manner in whicgh

the work was being carried out, when steps oould hive been taken to prevent

- ; _Hill's transaotions.
‘ ¥
(~
,A( a continuance of the frauds.

-- - ---~--The suggestion was-put-forward-that iir. -Brown is entitled to-—— -

be relieved of a certain measure of responsibility for what took place

by reason of the faot tmt'ha delegated the duty of supervision and in-

spection of the cm§érsions and redtramptioh;:(; lnr- Allen. glﬁ;aeslsr;n;r..
With the lmportance of the matter, tie large amounts of money involved

and the warnings given by Mr. Boville I do not see how such delegafion

can be accepted as an adequate excuse bﬁt it 1is, in my opinxa:, to be

regretted that after formulating regulations for the protect'ion of his

Depsrtment, Mr. Brown (who is an officisl of long standing) did not.take

’x

steps to assure himself personally that they were beirg carried out.
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{n June 23rd, 1921, Ur. Samuel Betty, of the Dapartmexnt of
the Auditor Genmeral, made an aundit, at the request of the Deputy Minlster
of Militia, of the accounts covering the redempr.ons of British currency
and the conversioms of aterling cheques and drafts by the Department. He
reported that om the whole the scoourts were in a very unsatisfactory
state due to the following csuses, which are dealt with im detail ir his
report, uamelys

(1] No adeguate system of bookkeeping was adopted,

{2) T™e filing of important documsnts was neglected

(3) Ko attempt was made to check the payments
against the credits.

(4) Charge backs were loosely handled and mo record
of them kept.

(5) Great responsibility was thrown on one section

of the office without establishing any check
om ites oparatioms.

At the sama time LUr. Hetty found a balance to be accounted
for of §14,169.561. [ comour im ur. Hetty's remaris but am pleased to be
able to report :hat the $14,169.561 has bewn recovered, the iccountants
who examined ths wariocus files in the Department im cmrectiom with thelr
investigations having discowvered sufficient drafts and cheques, which had
been carelessly misplaced inm meh files, t0 make up tha defielt.

It is my opinion, as & result of the investigation made, that
cortain frauds - later herein referred to - which were camitted ocutside
the Department, and by conversions through the Banks, could have bsen
largely prevented or minimized if

(1) The mames of all applioants for comverasions had beem properly
antered in an Index book, s0 as to provide lwwdiate notice of duplicatlioms,
and

(2) Soldiers’ files had beem drawn and the pay sheets exmamined
iz respect of canversions or redamptions exceedirg £100 in amount.

The fact was that no rroper index record was kept neither were

soldlers” flles &rawm sxoept in lsclated cases.
in respect of the above observationy with regerd to the exmm-

ination of soldiers' files, it should be stated .hat such files 4!d mot

begin to arrive in Canada uwntil March E5th, 1919. Jifferent shipments of



such files were sent to- Canada between that date and the 30th of January,

1920, when the records at Ottawa were rractically complete. In many cases
a soldier's flle did not reach Canada until three to six months after his

arrival here and as a consequence a period of time intervened after the

date when the Militla Department took over the conversions and redemptions,

when many of the f1les were not available. In connection with the oonversioms

-~ through the Banks it is apparent- that under the -above cirocumstances the —-—----—

Dop&rtmént had to rely altogether on declarations and certificates at the
times when the records were not in Canada., FPractically all of the files

of the men who converted money for Hill and Domoney were, however, in

-

Ottawa ard available for inspection at the time of such conversions.

RSIONS THROUGH THE FINANCE DEPARTMENT

As will be seen with perusal of ‘the letters and communications

hereinbefore set out and relating thereto, an arrangement was entered into

" on December 4th, 1918, between Lr. T.C. Boville, the them Deputy Minister

“ of Finaxce, &nd the Bank Of Montreal; whereunder the lattor was authorized —— —

to effect the exchange at parro-i‘ British ocurreroy in the hands of soldiers

arriving in Canada from overseas. On February 6th, 1919, this arrangement

was é;t;;i;&ed and the Bank of lontreal was further authorized to convert at
par funds transferred through its agency in London, England, to a Canadian
branch of the Bank, for the oredit of a member of the Caradian Expedition-
ary Forces.

Under the above arrangements the Department of Fina:;ce waa‘
required to reimburse the Bank of Montrseal for all Britiah currency ex-
chaﬁgeﬁ byn it and also pay the differences between market rates and par

of exchenge upon the funds mentioned which should be transferred through

.. the Bank. .. Control of the matter in the Derartment of Finance was under

the direct mﬁerviaion of Mr. Boville.
Ur. Boville frankly admitted that wien the arrangements mentioned
were entered into few, 1f any, prevautions were taken by the bepartznent :

to proteot itself agalnst the possibility of frauds Yeing attempted. His

view of the matter was that the privileges should be enpgumbered with as

fow regulations and difficulties as possible and he believed that it would

‘I

be better for the Govurnment to risk losing a small amount of money rather
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than to irritate returned soldiers with red tape. I think that Mr.
Boville was quite jJustified ic tajs policy in sarlier periods followirg
the making of the arrangements, particularly whem it be comsidered that
the pound sterling did not begin to depreciste to any considerable esxtent
until the middle 2f March, 1919, and did not fall beliow §4.50 in walue
ustil July of that year. When British ourrezcy ocommenced co deprociate
L0 greatar extents, however, it must have been apps.ent that an incentive
was rovided to commit fraud and that precsutioms would require to be
taken I1f 1t was t0 be prevantad.

In the early part of June, 1919, an arrangesent was entared
into between Mr. Boville and Mr. R.P. Brown, of the Department of Millitic
and Defence, whereunder the oomversion of sterling cheques and drafts -
caaned by Banks in Cansda - was placed under the supervision and charge
of the Depaytment of dilitis and Defemce, the Departmect of Flnince resalin-
ing in control of tha redemptioms ~f British Curreccy and transfer of
fundes through the Banik of Montreal, Londom, to branches of that Bank im
Capada. Supervisiom of the redemptions and comversions was thus divided
betwesn the two Departments which meant that proper control eculd mot be
exerted or full protectiom be cbtained without thelr complets cooperatiom.
Evidence submitted at the Enguiry indicated that such cooperatiom as did
obtalr. was of but slight extemt.

There is eviderce that whem the arrangement of June, 1919 was
mde with the Departmert of Wilitia ard Defence, Er. Boville warred ir.
Srown that frauds would likely be attempted. Certalm regulatioms were
thereupon drawm up by Mr. Browm and approved by Mr. Boville in order to
protect the Department of Lilitia and Defemce against such frauds. Not-
withestanding this Mr. Boville did not Introduce any regulatioms of a
similar oharscter into als ow Department but i3t mt!_.nuld to deal with
the redsmptions of British ocurrengy and tranafere of sterling funds in the
same manner as had cbtaimoad theretofore.

From evidence submittied at the Enquiry it is apparent that
considerabtle oonfusion snd doubt existed as to Just what funds in the
hands of 20ldiers were to be redeemed at par through the Departmext of

Firanoe and whether such funds were to be limited to those representing



- the Ca.nadian preditiona.ry Forces. Following an arrangemen with i.:.r.

ray and allowarces or not. Under Mr. Boville's letter of Dscember )
4th 1918, authority was given to ;:he Bank of Montreal to evxohange British
ocurrency in the hands o.f soldiers arriving in Canada, while in his-letter
of February 6th, 1919, to éir Frederiok Williams Taylor he approved of
the oonversion at par of funds traraferred throug){” th; Bank of nontroal,b
London, to a Canadian branch of the Bank for the oredit of a member of
Roas‘, Seoretary of the Canadian Banxers Association, a circular was also
gent to the Caradian Banks in June, 1919, a\uf;horizing the exchar.ée at

par of British ocurrency presented by soldiers returning from overseas,

while the form of certificate ord;ngfily employed by the Banks in remitt-
ing such currengy to the Firance Department - which certificate was
accepted by the Depa.rtner.t - was as follows:~

""‘he Deputy Minister 4f Finance,
" . Ottawa -
H

MDBAP SIFS - e e

" We beg tu h~x-. .ou herewith for redemption British Currenocy
" amounting to £ whioch has been exchanged for

" Canadian Currency by orax ches of this Bank for returned soldlers at

" 4,86~2/3 to the £

" Yours -truly,

" Hanager.

In none of such oomnunications or the certificate is any reference mado
to Pay and Allowancea. Mr. Boville's statement is, however, that it
was understood between himself and the Banks that only such funds as
represerted pay and allowances should be oconverted at par. So far as

Britix;h ourrency redeemed up to December 1919 is concerned it is clearly

evident that the Banks oonverted it to a large extent - when presented

to them by returned soldiers - without any limitations imposed that it

should represent pay and allowances only. In view of this it is diff-
foult to believe that thore was any olear understanding, of the kind

mentioned, between the Banks and Mr. Boville. In any event is it unfort-

-unate that such an important matter should have been arranged verbally

_.when an Order in Council qould have been obtained by Mr. Boville, and

proper regulations mt in force when ¢onfusion would have been avolded.
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The total mmount of Britlish currenmey sxchanged through the

Banks and the Department of Finaree, inocluding that recelved at ports
of disembarkation, was §7,416,936.61, An effort was made to discover
wnat If any frauds had been committed in comnectlon with such exchango
but no satisfactory evidence on the 'w0int could be ovvtained, this by
reason of th) fact that the redem tioms ' suoh eurrency wers effected
as oap: transactions with mo records kept of the nazes of the individuale
presentiny the same or the amounts exchangedby each.

In respect of the traxsfer of funds through the agenay of
the Bank of Wontreal, Londom, to branches, of the Bark (& Carads, Ur.
Dud ey Oliver, Uanager of ihe Bank of iontreal in Londor, England, stated
as follows; "The first instructions that oame to us from our Hasd Office
in & cable from Cttswn was that any of these Ufficers or nc: oomissioned
Zen who wore in uniform, who wanted to bank with us, could have their
amey exchenged at par. We were told %0 tell them they could have it
exchanged at par”., Ur. Oliver further stated that he could not recall
raving received from anybody writtem instructions to show what funds the
soldiers were entitled to tracefer at par, but he said, however, that in
certaln cases certificates were reculred from soldiers stating that the
money transferred represented may wnd allowances ozly. These certificates
were tacen in &ll osses where the application was made in person to the
Bans for the tranafer. He said that many of the transfers were arranged
by letter, in which cases it was impossible to obtaim the certificate,
and that but few of the trarsfers were made by way of perscnal appllicatiom.

In respect of the trazsfer of furds through the Londom, aZngland
branch of the Bank of lontreal also, therefore it would appear to be pract-
ieally certain that there was no explicit mderstanding between ths Denart-
ment of Firarce and the Barnk that funds transferred for srldiers were to
be limited to pay and allowarces. Where gertificates wers taker from
soldiers they would, in addition, appear to have been taen on the imit-

lative of the Bank dus to imowledge on its part that moneys remitted through
the faymuster Gemeral's Department overseas were intended to be restricted

to pay and allowances. All but a limited nmuwmber of the transfers =0 made

were fourd to be proper and legltimate but there are a few, herein later
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mentioned, which did not represent pay and allowances, ard approximately

81 others in respect of which further Investigation will require to be made.
in dealing with the transfers the Department of Finance made no effort to
obtaln lists of the sama from time to time but ocontented itself with

maXing payuent to the Bank ;)f Jlontreal poriodically of the differencesin

"exchange upon receipt of statements from the Bank c/ov’%r‘.ng the amount of

R

the same.

Under the;l-)c;vﬁemt;ifé\;rnstanoea I an oompelled to firdithat
wher. the pound sterling became 8o depreciated that to his rowledge frauds
were l;kely to be attgmpted Ur. Bovllie did not take the steps recessary
to afford protection agsinst fraud. The arrangements entered into with

_the Banks were also not sufficiently definite to imsure that moneys rep-
ressnting pay and allowances only were to be converted at par. He should
ﬁndoubtecuy have 1ntrodq;ced ip;o hig own Departmen't feg’ulz{ti'o’na similar

""to those prepared by Mr. Brown of which he approved. "It is my 6p1n1cm,"

- however, that all instructions issued by ir. Boville véere. to the eitent...._-. -
oi‘ f;he dxlit-iAesw ;;.;ignred to £han funy cm-ﬂv.\ed out. bythe other vdff'lro‘lals :
of the Department of Finance.

SNYERSION OQJGH_THE OVER BRANCH OF THE PAYMAST
GENE 'S DER, T

‘Commeriocing as early as ilurch 1916, a practico had been '
adopted of pormitting members of the Canadian ﬁxpeditionary Forces over-
X088 t0o remit funds‘to Canada through the office of the Paymaster General
in London, England and the ﬁacebver General in Canada, and this practioce
continued to greater or less extents until October, 1919. The comunicé.t-

ions which passed in respect of the matter were the followings

__Under_date.of November.25th, 1915, General Ross, Chief

“Paymaster Overseas, addressed a letter to the Accountant and Paymaster =~~~

deneral-in Cttawa, which was as followss — e

WP.L. 79-6
" CPM. 251116. . :
" 25th November, 191b.
" The Accountant & Paymaster General, :
" Department of Militia & Defence,
S Ottawa,

" "Remittangeg - Officers.

o sir,—

I would be glad if you would kindly inform me if the Department
..M of Militia and Defence are prepared to issue cheques for remittance at

" the par of exchangej “ur example, an officer has his pay ard allowances
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paid into the Baxk in England and serds a request to have §600.00
transferred iz the form of & remittance to an individual or fimm in
Ganada. This nucessitates charging a certain amount to his pay and
th~ balarce is obtalned from nogotiating his persons. chneque to his
bank sccount. Thers is nothing to prevemt mm Ufficer from trans-
ferring monsy that is really mot derived from his jvy and allowances, a
and before making any definito rulinmg on this matter I would be glad
of your instructiome:
1 have the homour to be,
8ir,
Your obedient servant,
(sgd) J.G. Houms,
Lieat. Col.
thief Paymaster
The following letters were writtem in reply thereto -

2 3 3333333 333 43

one by J.¥. Borden, Adcocountant and Paymaster General, and the other by
Col. Ward of the same Lepartment.

DEPARTMENT OF MILITIA AND DEFENCE
Ottaws, 15th December, 1915.
The Chief Paymaster,
Canadisn Expeditiomary Foroe,
Vestminster House, 7 Killbani:,
London S.¥. England

a2 2 8 3 38 38 2 =

E

1 a= in regeipt of yours of the 25th ult., respecting rumitt-
anoes and in reply am to say that there sre two ways money can be
rezitted without costing the Officer anything:-

a4 = 3 2

(s} By means of arsigoed pay.

{v) By placing the amount he wiasnes to remit to the
oredit of the Hecsiver General in the Bank of
dontreal, London, and advising us. We can them
issuie & chegue hare &t par against this deposit.

2 33 3 3

1 may state, however, that this latter method is mot to be
encouraged as it necessitates & number 0f entries in ocur books, and,
also, in *he scoounts of the Heceiver Ganeral of Canads.

(Sgd) J.W. Bordem,
Ae & PG

P.L. T9-6 H.®. 161-15-2

DEFARTMENT OF MILITIA AKD DEFENCE
Ottawa, Jamuary $th, 1916

The Chief Faymaster,
Canadian Expeditiomary Force,
London, Ergland.

dsmittingns to Capads

With reference to my letter of thae 15th ultimo im reply to
your P.L. 32-5 CPM 251115 of November 25th, aleso =y H.Q. 124-3-94 of
Eovesber 27th, and your P.L. 3-15-33, Adv. 141215 of the l4th ultimo.

The questiom of remittances by Officers, K.C.0's and men
of the Oversess Force to Canada has been under further consideratiom,
and the following procedure is to be carried out in fature:-

4 ¥ §#§ 3 3 3 3 3 32 32 3 3 3 3 3 3 3

1. Warrant Officera, N.C.0"s ard men desiring to remit momney

to Canada, con bave the amount charged against their account inm the
pay list, and the advice of the remittance then forwardsd tc this
Depart=ent with notation om the remittance sheet as to where the charge
has bean made. This advice of remittanc~ will then be passed to the
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" Assigned Yay Branch of the Department with instructions to issue a
" cheque for the amount and serd direct to the assignee.

" 2. Officers - As all Pay & Allowances are pald by you to the

" bank accounts etc. of the respeotive Officers, it will be necessary

" for the Officer desiring tc remit morey to Canada to transmit a

" chsque to you for the amount in questicu. After having had this cheque
" gccepted at tha Bank, you should pay the amount into the Bank of Nont-
" resl to ths oredit of the Receiver General in Csnada, transmitting at
the sane time an advice to this Dapartment giving full particulars and

" date amount was deposited to the credit of the Receiver Jereral and

u_ forwarded. -On receipt of this advice a cheque will be lssued dy tnhis
" Dopartment to the assignee for the par value of the deposit.

-3, - A.mdunta desirod to be remitted by Regimental Fundsr.";”t“c; -

" guch as an account payadble to R.J. Inglis of Montreal can be dealt with
" in the same manner as Officers' remittance under “A" above.

" 4, As an alternative arrangement to "2" which would at the same

" time simplify acoounts, there 13 no objsction whatever to the Officers’

" remittances beirg dealt with in the same way as }l.C.0.'s and men under
"1 provided of course the application reaches you in time to charge the
" amount against the Officer's Pay and Allowances before:the amount due
" is deposited to his credit in the Bark., Tnis is a bstter arrangexent,
if it can be followed, &s it avoids the entry in books in your office
" arnd als? here in oconnection with the accounts for the Recelver General
n of Carada, and paymernt would then be made by Assxgned Pay Branch here

3

- the same ag remiitances from N.C.0's. -

"o (Sgd) W R. Wa:d
" Colonel,
A.& P. L.u.

It will be noted that in his comunication General Ross very
clearly raised the queatian ias to whether mor.eysvbelong‘ing to Soldiers
other than Fay and Allowances, could be remitted at par through his Depart-
ment, snd that both ilr. Borden and Col. Ward, in their replies did not give
4 direct answer to the quostionm. 7

With the oxception of the above co;zz.mmicat‘lons u0 regulations
or instructions appear to .have been issued from Canada 'or given in reape,cti
of the matter by the Overseas Ministry. The practices followed in oconn-
ection with suoch remittance were tnerefore those which were-arrangsd-dby ————

Orficers of the Department ln hxgland.

On May 1st, 1919, a Hiuute was Issued by Gcmeral Ross addressed
ito W ‘R. uacxersy, Officer i/c Accounting Branch, which was as follows--
"P.S.P. (A-5) ’ 1st May, 1919. ' -

" Toi- Officer I/c Acoounting Branch

" In regard to List of Rexittances to Receiver Gereral, I notice
that some rather large amounts are going through, such as- o

2

" April.16th R 98 £750.0.0. Arril 19th R 115 £923.0.0

" 15th R 102 £420.0.0. " 2z2nd R 127 £310.0.0
n—17¢h "R~ 111 —£400.0.0., — " *—23rd "R 134 — £412.,0.0 —— ——
n 1 presuve that in every case where the amount is large you taxe

" " a statement from the Officer that it is Pay and Allowances slone being



remiited in tals merczer.

(324) J.G- Ross,
Brig. General Faymaster Gereral.

OFC
This Jinute indicates that Gemeral Hous was of the opinion
that Pay ard allomarses only could be remitted et par. Ur. Jacikersy
replied to the linute in the following terms:

" Irn reply ploass )
" guote Mimute Jo. 6438 g lay, 1919

" Toy- Paymaster General, J.K.F.C.

" Hemittarces to Canada
" Asceiver Gemeral

§ith referecos to your minute of the lst inst., LIt has Teen
the practlice for this office to obtalr a verbal statezent fro= the
Officers dealrirg tc remit money to Canada, to the effect that sace
represents only pay ard allowances.

In accordarce with the irstrustions of tha Deputy raymaster
Gezeral no remitiances havo beern accepted from Offigers for amounts
ovar l-:-..'. ,Cﬂﬁqﬂ-'ﬂ

‘n future, however, where Ufficers ara desirous of remitting
amour . of over $2,000.00, o writter statement to the effeat that the
anouril remit ted represents earmed pay and allowances only will be
chtaired ln each instance.

Might I suggest, please, that a circular letter to this effect
be despatoned to Heglimental Zuymusters, in order that the zmecessity
of holdicg such remitiances for the zecessary certificate may be
obviated.

2 3 3 ® 3 3 % 3z 3 3 3 3 2 2 1 13

(Sgd.) ¥.5. Uackersy, ileut. for Ufficer
I/e Acoounting Branch
a potatior to the following effect being endorsed thereupon by

Col. Hegan, Deputy Paymaster jensral.

To-
Officer i/0 Accounting Branah 3 lay 1919

Esmittarnces to Canada
aeceiver General

Refersnce attached, paragraph & . approved. The Paymaster
General does pot comsider it mecessary to dospatch s oiroular letier
in this oconmreatiom.

2 3 3 3 3 3 3 3 3

(Sgd] J.L. Hegan, Colomel
Daputy Faymaster Jemeral

Evidenos gilven irdioates that the clreular was not lssued as it
was deemed undesirable to encoursse remittances through the Paymaster
Gereral's Department.

it was stated iz evidence glven by Col. Hegan, Jeputy Paymaster
General, that % practice had been permitted im the Depmrtment whereby

Soldiers gould remit to Canada at par four-rifths of their total pay
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earaed oveArseas irrespective of the fact that such pay had been
drawn and possibly spenf overseas, He olaimed that this practice
was justified by a Militia Order No. 372 dated 17ih August, 1914,
wnich i3 as follows: .

" Officers, non-commissioned officers and :ner.' will be

" permitted to assign a portion of their yay, not exceedir.g.four-
" fifths of the monthly amount, to their relatives. Tne amdunt

. " assigred must be in dollars only (no cents) and the maximum amount
" which may be assigned by a private sc_iier will be $25.00.

" Lilitia Porm D 902 will be supplisd to the commanding officer

" of each wmit or arrival at Valcartier by the Camp Paymaster.

" On these forms officers ¢ ding squadrons, batteries, companies, —
" will enter the nominal rol /all officers, non-commissioned

" officers and men ir their urits, stating In each case the name

" and address of the next-of-kin, and, in addition, in the case

" of those desiring to assign a portion of their pay, each indiv-

" idual 1s to sign the form, giving the name and full postal

" address or ths person to whom the assignoent is made, with the

¢ " monthly amount assigned... Wnen. these.forms are completed and ..

" gertified by the commanding officer they are to be returred to

" the Camp Paymaster in triplicate. One sopy will be retained

" by the Camp Paywaster, and that officer will forward the dup-

" licate copy to ths Accountant and Paymester General, iilitia .

" Headquarters, and the triplicate copy to the Camp Commandant.

" Arrangements will Le made at iilitia Headquarters for the payment
" of assigred pay at the beginning of esch month direct to the

" person to whanm the assignment has bsen made.

" perusal of this Order-shows that it does not refer to remittances

at par but only to aasighmants of pay.

The trarsfer of funds through the Dejartmert did not

suan ypractice.

demand that any particular safeguards should be imposed umtil
about the middle of March, 1919, when substantial depreciation in
the>valuo of the pound sterlirg took place. When sudh reduotion
in value did ocour, precautions were taken by the Dspartment to
guard against the remitting of funds wnich did no-t actually rep-
resent pay ;md allowances. Evidence before -the Ernquiry Lﬁdioﬁted,
however, that they were not sufficient to protect the Government
in all cases. I da not ,think the Department waa‘Juatiried irn
assuming that the iilitary order above mentiored applied to these ,

remittances and in my opinion General Ross had no kmowledge of




_practice was stopped, amounted tc $ 630,783.39. Inoluded in

The total of the funds remitted througzh the Department

between April lst, 1919 and Septemter 30th 1919 when thre

the remiftances were severel, hereinafter mentioned, which
evidence indicates represented othe. then pay and 8llcwanaes;
while 22 other remittances, in resyeot of wnich adequate evidence
could not be obtained at the time of the enguiry - and of which

1ists are furnished - remain for further investigaticn.

CONVERSIONS EBY lNDIViDUALS

In additicn to the enguiries inatltuted by the Commiasion

into the ad-inistraticn by the Derartments, 1nvertigations were

also andertaken for the purpOse of deteraining what, if any, frauds

~or irregularities were committed ty individusls. 'In the conduct

¢f such investications the Accountants emploved by the Commissicn °
mede s 1ist of ell-conversions of the amount of £100 or over, the

nuzver of per3ora who converted sums equsl to cr in excess of -

‘such sacunt héviﬁgAbéén upssrds of §,300, In such cases the ~

departmentzl files ralating to~each indivigutl were drawn and an

exawination made of the 1edger accounts for the rvurrose of
determining whether the emount Gonvertod ssemsd-reasonable &s
compared with the amcurt of pay and allowances esrned or the

¢ircumnstances anneared to warrant specisl enquify. It =as obvious

"that the expense involved did not warrant an’ act*mrt on the rart -

of the Commisslon to establish the extent of tbe frauvds in sny
other then a general way. The number of ocases set aside for
sreoial enguiry was 1.384 and in respect of 645 oi them the
individuals wﬁo cﬁdevthe converaions resided at% roints toc far
distant fromvwheée iﬁe sittings of the Commission were held to

warrant bringing them before the Commissicn. The remsining 739 - o




converaiors were effected by {ndividuals who reslided In the

wieinities of Cttaws, Hontresl, Poronto, Yancouver and Victcria-
end in Londor, England. Tre exact wnerestouts of 8 1imited
nuster of sucth persons could nct te ascexﬁained;~the‘mzjcrity
ﬁere gblﬁ. nowever, to give satisfactory axblgﬁations wian

interviawel, tut it wms found-recessary to bring 159 witnesses

Lefora the Comeission for exawination, ard of suchAiitﬁesses'_
56 udmitted havin: converted furds in exceas of their savinzs
fren péy and ailowances. Iy ttre making’of these enquiriea
Comrrissicner Perry of tre Dom.nion Police placed his crganization
gt the service of the Commirsion and in such conneotion I desire
to express my aléreéiatioﬁ bf tﬁe éffislenﬁ sérvidéélrendefed:

by Sgi. F%edprick Syms and Acting Deteotive Pzul Miller.

Certaln investigations were also condunoted in England by

'.Capt&in J. F. Waddirgton, while also @& nuwber of individuals

residing there were interviewad Ly COfficers of the Donminion

Police, -

A3 previocusly stated the details of the oOmversiond

of British currency through Barks ané tre Department of Finance . ..

in the year 1912 were not avallable and accordingly could not

"be investizated - this by reason of the fact that redemptions

of Britich currency were looked:hpon as éash'transactiong,‘

%ith no record kept of the names ¢f the rersons effec¥ing the
exchangedor of the amount exchanged by eaoh. Details 6f the
tranasfers of funds through the Bank ¢ Montresal, London, England,

to btan:hés 0 the Bsnx in Cenada in the reriod vetween February

/1919 and Serte-ber 1919, were not received from England until after

the Sittings of the Coumission were concluded.  With receipt of the
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1ist, however, investigation was wade by the Acoountants, emrloyed by the
Cormissicn, of all transfers shown upon it aﬁd a atatement later herein
mentioned, 1s attached of those in respect of ﬁich 1 am of the opinion
thet ennuiry should be made. .

1t baoame apparent that a large nurtor of remittances which appeared
on their fage to be excessive or improper were in reality perfectly tong
fide, and this by reason of the following conditionst

1t was showh t.9 be the custom on the part of many Soldiéravéb‘vasaibgﬁ
8 pron'ortion rof their pay to friends and relativeAs.resid.ing overseas in
order that the same might be saved by such friends and relatives for them.
With the men themselves in France thelr e\pondlmres would at the sema
ti‘me' ve limited. Upon termiration of their gervices thelr pay records
would, urnder such conditions, show & gubstantial proportion of thelr pay
and allowances already paid “to them overseas leaving btut little money

apparently available to,them_ﬁq_t;{ the time of thelir return. Aa againet thia,

the fact was that a laige part 6! their pay and allowanceshad been saved
and was availeble tvo them for converaion at par.

In many oases the wives of soldiers were cverseas during the war, when
they suprorted themselves by working, principally in manition factories. As
a conseguence pay ussigned by a_hueb;nd and the sepsration al}omncea

to his wife were not spent but"saved. —1In-these qases- the.amcunts converted

ty many men eoualled and in some instances exceeded the portion of thelr
pay and allowanoes which w8s drawn by them while overseas. B —
In other cases Soldiers had private means which they transferred or

received overaeas anv‘ the funda arisint> therefrom were deposited with their.

pay and allowances in & comton Bank sacount. With the funds so0 1ntermingled
it was impossitle at the time of thelr return to aprortion balanoces
remaining between private funds and pay and allowences. Invariably the

men took the posltion that all moneys expended out of such common Bank
Acccunt represented private funds and mairt,.ined that balanoes on hand we.e
- gavings of pay amd al}owanoes whish they were entitled to exchange at pnr.

As & result ma)yy remittances appeared ‘o be excessive when compered with '

the total of pay and allowances garned and the smounts agcepted in raspeat
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qtbereofv oversess. In my opinion it is very queswionsble 1f objeotion can be
r ralsed Lo trensfers of such a character or if indeed, it le cesirable to \\
do 80 ‘
The enquiries made showed that but few frauds or irreguleritics were
effeéted\in conversions by members of combstant units but I regret to state
that a number of instances were dlselosed where the privileges granted by the
Governzent were abused and then principally by men conneoted with the Canadian
Army Puy Corps in Englend and certain other aiministrative units.
"1 attach to this re‘por( (as schedule 1) & list of the individuels who
were brought before the Cor:miiasion and who admitted or against whom it was
proven, trat they had converted funda in excess of their sevings from pay

and allowances. I also atiach {as schedule 2} a list of the persons who

“\/

admitted in evidence a% the "Hill" trisl in June 1921 that they bad converted

furds for the benefit of Sergesnt Arthur E. Hi1l., These witnesses were not

re-examined by the Commissien. 0f thosc whese namevs appear on schesdule 1.

the rollowing require to te menticned as having abuse¢ the privileges
grented by the Government to important extents.
{1) Ser~esnt A. E. Hill, previously menticned herein, converted at par

ve.in his own name three amou:ts aygregating £904, including an amou.nt of

£304 sent by him to the Department of Militis & Defence with Gordon_q_._u!_unrog_h

e e - e

N -t for this sterling currency Hill reoeived $4 399,44, According to the

evidence of forty~one other individuals, includ ing Captain E.A.Bobinson,
e — they converted a-further-£13, 709 for Hill, who received in resreot of the
A) same §67,009.,49, The difference letween the market »ates and the par rate of

“exchange on the whole of these ¢cnversions amounted to £8,354.97 and _Sergeant

Hi11 accordinzly profited to this extent. If thia’amumﬁﬁmbwred
from Hill 1t shoud.be possible %¢ collect a substantial portion of it from

the individuals who, knowingly, aseisted him In making such improper

~

oonversjons. As shewn in the evidence & number of such persons reoeived
agomrensation from Hill for eueotlnq the oonversimu forr him while certain

others signed false oertiﬁcatu to the effeot that the funds wers ”“‘d‘ om

pay and allowances. Some of the men who, ttingly or unwittingly, aasistad

Hi11 in the conversions are at present engaged in the Civil Service at Ottawa.
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f (2) Sergeant W. G. Domoney was not available to appear before the
r - Comiasion at its sittings in Ottuw}, but according to evidence given when

he was on trial for fraud he converted emounts in exceas of the value of
£10,000,00, Sergeant W. D. Busk and Sergeant W. Ardern stated in svidence
that they oonverted for him £295 and £214 respectively. Sergeant Ardern
received $10,00 from Domoney &s compensation for effeoting the conversioun
- of £214 - in view of which 1 am of the opinion that the lose of $81.32 sustained
by the Government in respect of the conversion, should be made good by him. N
Sergesnt Pusk in his evidence stated that he did not receive any 739@::9937&"1"097
from Domoney but he admits having converted other funds to the amount of
£295 for Sergoant &, E. Hill., In these oircumstances I am of the view that
"', he should be required to meke good the loss of $306.80 on the Domoney
transaction and $86.30 on the Hill transaction. Both Buak‘ and Ardern are
at present employed in tﬂe Civil Service at Ottaws.

. {3) Captain Clifford E. Field, who was Assistant Paymmster at Buxton,

England, oconverted in Hia own name £2;150.’*orﬂmich' £688. - ap-l filnd = —————
413 not represent pay and allowmces. He also converted sums which he
admits amounted to £1,050 through four other rersons, inoluding Sergeant

‘A. E. Modhurst of Brantford, who gave evidence before the Comlssion. He

- 3dmitted that a further sum of atout £700 or £800 was brought out from

England for him by Sergeant C. T. Bland, who could not be located tat was

sald to have abstonded with the funds. According to the records the actual

__gonversion made by Bland was £330, Captain Field maintained that these

J
*\ Jatter funds were transferred in connection with 2 lumber desl and not for

the purpoaé of taking advantage of the difference in exchange, but I am

;aluutmtwtogivrﬁxl—l—erod-i-t——te—ems—otatement._Of—the_total_amount_af__..____
£3,200 converted for the benefit of Captain Field - by himself and the four

other persons above mentioned - he admits that £1,936 414 not represent my

and allowances, end on this latter amount he cbtained profits to which he

was not entitled to the extent of $1,750,80. To this should be wdded profits

of $1,619.20 obtgined in respeot of the £960 shown on the regords t‘o have bsen

" onverted by Bland, maxing & total of $2,770,00. Captain Pield and those who ~

assisted hin should be required to refund such amount.
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‘rl {4) Sergeant ¥ajor Sidney Richards, w member of the Canadian Army
Pay Corps in Englund, admitted eonverting £1,000 in his own neme; also
that further svas belonging to him and amounting to £1,000, were converted
for him by trree other persons, naﬁelyx Cpl. Mason, Pte. Jourdon and Sgte
lAynbnfton. Evidence submitted indicated that the conversion of the whole
£2,000 wr.s unatuthoriszed and improper. The profits obtained_éherefrom were
$1,526, and Richerds should be required to refund such aﬁount. It wt?
received the par of exchange there, were returned to England, converted at

sarket rates erd again transferred to Cansda ard redeered a second tlue at

po

“"Ottawa converted in his own name £439 and received therefor Canadian funds

{5) According %o the records Staff Sergeant John Wilson foramerly of

at par to the amount of $2,4268.13. As Wilson's whereabouts were unknown, i%

was impossidle to bring him before the Commission. Two witnesses, however,
Sergeant Samuel Brown of the Civil Service Ottawa and Sergeant Roy Balley
of Montreal, admitted making conversions for the benefit of Wilson to the

————————aeaxtent of £266-and- £304 reqpeotlvely. The profit realigzed on the latter

two conversions was $234,24.
{6) Lt.~Col. Paul R. Hanson, of Montreal, who was the Officer Commaniing

the Canadian Disoharge Depot at Buxton, England, admitted oconverting sterling

between ﬁiy_and Ootober, 1919, either in his own name or through at least four
2 .
)\' other individuals to the extent of not less than £4,860. He named

Genersl J.M,Carson, Brigadier General F. S. Meighen, Capt. R.H.Jamleson and

one F. A. Johnason as the persons who assisted him in the oonvarsion of »7
upwards of £2725 thareof and stated that they had aoted in th2 conneation

in entire innocence and good faith. Col. Banaon endezvored to jJustify these
transactions with the statement that in 1918 he had a large private income ,
the moneys arising from which he had transferred to England, where they were:
intermingled with his pay ;rﬂ allowsnges. Upon examination of his bank
acoount subsequently obtained from London, England, by Col. Henson, at the
“"“”“”“““‘—"request'of*the*Gommiasion;‘itfwaaffouné that of the above meﬁiioned private

income and pay and allowances £60-1-7 only remained on dep&ait on April 30th,

-( 1919; slso that botwsen May lst, 1919 and December 9th, 1919, sums to the
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smount of £8763-16-10 had been deposited by Col. Hanson in hjirs”bank‘

Acoount in London, England. Of such deposits of £8763~-16-10, £642-1-0
only ropream;;ed pay and allowances, while of the balance £1000 would
appear to have been received from California and at least £‘2251 trans-
ferred frOm Aontreal. Based upon an analysis of the acoount there 1is

reasonable ground, in my opinion, for believing that a substantial

__portionm of the balance of the deposits, £4970-14-10, consisted of moneys

__transferred between Erglex;d and Canada for the purpose of permitting
 advantage to be taken of the differences between mariet rates and par
of oxchange.

Of the Xmown convarslons of £4860-19-2 made by Col, Hanson or
by others for his benefit, £1360-19-2 repregented transfers through the

Overseas office of the Paymaster General's Department, while in respect

of £3500 Col. Hanson obtained the benefit of par of exchange by payments

made to him through the Department of Militia and Defence in Ottawa. Col.
Hanson alsoA a&nltted in his evldgnce that it was quite possible that other
amounts in excess of the £4860-19-2 might have been oconverted for his
benefit by other persons. Having regard to the substantial axﬁoxmts dep-
osited in and withdrawn from. his bank acoount in London, England, in
August, Septamber and October 1919, this would seem to bé'eﬁtirely prob-
able.

. Acgordirg to the Lilitia records and the correspondence and

copy of his bank acsount furnished by Col. Harnson to the Commission there

ars indicationg that certaln funds transferred to Canads, for whiich
Hanson recelved the pax;t}_f exchange, were returned to England and again
transferred to Canada and converted the second time at par. in June,1919
Hanson had £410. 19-2 sant to Canada through the Overseas br_anch of the
Paymaster General's Depar;mar.t. and the par equivalent of these funds
~_was, acoordirg to & lette_x:—_q@ted Jund 186th, i9).9, ”froAn;, the Royal Bank,
St. Labert, Montreal, placed to his credit in that Bank. Subsequently
mbstantial amounts were transrerred from the Royal Bank, St. lLsmbert,

Montreal, to the Royal Bank, London, England. including a transfsr of

£799-3-2 on Septemver 3rd, 1919, and £1152-1-3 on September 19th, 1919.
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48 a copy of Col. Haneson's bank account was not regeived from London“
England unt1l after the final sitting of the Commission, and as 1t was _
inexpedient to unduly prolong the Enquiry it was not found posaible to
investigate the Hanson transactions to the extents that otherwlse would
neve been desirable. 1, therefore, recommend that these investizations be
continued by Officers of the Cevernment until a full and complete explanation

of all transactiona has been obtained. In the meantime, however, 1 am of the

- cpinlon that on the conversiona xmown to have bePn effected by or. for the

vanefit of Col, Henson profits to the extent of $2522 50 were obtained by

i i,n ah, ungumo}ized panners - S e e e

{7) 1 desire to direot your attention to the case of Sergeant G. V.
Pease of Harrop, L«C. who aypeared before the Commission in Vancouver. This
min stated that when he went Oversess in 1914 he took withkplm $11,000.
equivalent to aboat £2260., The ,o*nl amount of pay and a;}gwgqqgfrfgrued -

by Pease during his period of aavvice wa.s $4.034.25,aooording to the Pay

" Records. He c¢laims to have saved thereout between $3,500 and $3,600 by the

use, in part, for 1iving expenses, of the moneys he took overseas. Upon
the returﬁ of Pease to Canada In July 1319 he comnunicated with the
Départment of Soldiers Civil Re-~astablishment in order to ascertain whether

he haé the right to conveft at par the moneys taken overseas. He was

~{1formed that the privilege extended to pay and alloﬁanoes only., Notwith-
. ftanding +nis he effeoted five serarate transactions fhrough Barks In

7 Q.etec, Que., Torontc, Oqt. and Nelson, B.C., when he converted sums %Yo the

R )
L3

azgregate of £3026, for which he received par value of $14,726,51. These

__'_'EGEVE?EYGnB"éxneededfhis—uav:ngsAfrnmAPag_and_gllowanoes bylabout $11,20C4000

In three of the five oasesrhe'aignoi cortifiogtea that the moreys converted
represented pay and allowarnaoes only‘and he obtained approximately $1,550.00
in excess of the amounts which he sould have recovered had conversions at
par been effeated to the extent orly that the regulations permitted;

The conversions were effacted by Peaee with tne kntwledge on his part-

w}hat he wasrdeliterately atusing the privileges granted by the Government,
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and at the same time the certificates ho gave were untrue in substance and

faot as he well'underatood. Undoubtedly it was a gevere hardship on Pease,
“ after his-long period of service, to find himself unable to transfer funds
E taken oversees exaept at 8 coal of upwards of 14% thereof to himeelf, bt
it was nc part of the duties pf the Cormission, to concslder or desl with suoh
a matters It is referrad to in mitigetion of the sourse rursued by FPease
which otherwise would seem inoomprehensiblg.

(8) - Colonel J.L.Regan, formerly Deputy_?ayﬂagterAQen”rél Overseas,

transferred to Canada through his own Department and through the Bank of

Montreal, in all £1807/8/0, for which he received Canadian funds at per
ﬁ/ $6,796. Colonel Regat ajmitted that these funde dld not repreaent savings
from pay and allowancea but that he has tranaferred them at par in order

to secure differences in exohange, which he contended he dould have obtained

had he aasigned four-f. #iha of his pay to Canada - &8 was permlssible under —

- the regulations - and thereafter retranaferred the funds representlng the
same back to England to be used for the purpese of paying his expenses there.
To regain ‘the profié vhich he cluimed to have thus lost, Colonel Regan
converted the £1807 mentioned tut in 80 doing he =oted contrary to the
regvlatlons which 1imiteb the funds to be converted to pay and allowsnces.
The proflit zads by Colonel Regag on the transactions was $809.14.
I am of the opinion that thaese conversions ty Colonel Regan resultedr
from & misacnception or misinterpretation of the regulations governing such

transfers and that he was not gullty of deliberate or intentional

w}ongdoing. Cclonel Regan should, however, be required to repay to the

Govarnment the above rentioned sum of $809.14, and this 1 understand he
is willing to do.

{(9) .Lt.-Col.3.R.Heakes of Quebec, aimitted in evidence thet none
of the £1708-17=6 trensferred by hinm through the Overseas Branch of the
Paymaster General's Department rerresented pay and allowances: also that

“all pay &nd allowances recelved by him cverseas had been expended overseas.

e 1In justification of his sotions Coly Heakes aaid that he unES;;;;Sd it was
__his privilege to transfer funds through the Department at rar of exchange =~

,i‘ ) for the purpdse of discharging his dedbts In Canadu, If it was a fact that
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Col. Heakes had such an underatanding he nevertheléas acted in
gontravention of the regulation thereby profiting to tHe'extenf of
$795,40, or the differenoe tetween par ard marxet rafes of exchange on
the £1708-17=6,

Sutsequent to the glving ¢f evidence ty Col. Heakes before_the

Comrission, certain detalls of moneys transferred at par through the

Pan% of Montreal, London, England, to branches of the Bank in Cansda

ware received when 1t was asoertuined that Col, Heakes had tfanaferred
a further £832-7-9 for which he redeived Canadian funée to the emount of
$4,0SQ._quwthuthbtained a further profit of $§§§tg§!_§aking 3 potgl
realized cn his transsotions of $1,063.65,

(10) Lieut John Yackle of the Caradlen Pay Office, London,
tranaferred £807 to Canada, for which he received par of exchange or

$3,927.40, Mackle signed a statement to the effect that the funds

ramitted were his own pay 2nd allowances when, &8s he admitted in

evidence, sush was not the oase but that where £307 did represent his

pay and sllowances the remzining £500 had been handed to him for~

_ transfer ty Lt.Col. A.L.Johnston, of Londen, England. After conversion,

Mackle stated, he remitted the proceeds of the £500 in the form of 8

bank draft payabls to Johnston in Ergland for £650. The loss to tne

. Government in the conversion of the £500 converted by Mackle for

Johnaton was epproximately $500.

{11) On the strength of a certificate signed by him to the effeotl
fhat the whole amount represented pay and allowantes Captain F.H.Laleu

of Toronto converted £1152/11/3 when as a zatter of faot and, soccordivg

to his evidence before the Cormission £402/11/3 only was pay and
allomnces - the remzining £750 being private funds. Captain Leleu stated
that in certifying the whole amount converted to be pay and allowances
he soted unwittingly. By exohanging the £750 at par he profited to
the extent of $420 whioch should be réfunded to the Governmente

(12) Sergeant E.B.H.Willis of Toronto, who was in the Canadlan Army

Corps, Overaeas, converted £600, all of which he admits were private fundas
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received from his fathor's estate, He glgned certificates to the
effect that suoh amount reprasented pay'and allowances and gave 88
his reason for so doing that he might rave drawn the funds from the
estate and used them for living expenses and that Ly so doing ke could
ﬁave savéd his pay and allowances., He admitted in evidence, however,

that the whole of his pay and alloeances and a small portion of his

private funds were expended Overseas. In these ciroumatanoes Sergeant

Willis shouléd be reguired to refund to the Government the profit of

$373. made by him on the difference in exchangee’

(12) Major E.H.Greenwood, formerly of the Auditor General's

Department, Overseas, now residing at Dundes, Ont. oonverted in all
£1300. Of this £700 - as he admitted in evidenoé - represented pay and
allowances ihile the balénce £600 consisted of moneys reoeived from
privete investments. Major Greenwood gdmtted that he was 1n4error ih

signinp gertificates to the effeot that the zhole £1300 rerresented

A

pay’and alicwances and signified his willingness to refund to the

Government the profits of $556. made on the nonversion of such private

funds at par.

(14) After his discharge from the Cenadian Expeditionsry Forces,

Private V. J. Dyscn of Hamilton made 2 trip to England and took with

him £185. On his return to Canade he brought back this money together
with pension funds £35, and converted the total amount, £220, st par.
He was not entitled to convert the item of £18B. through the Militis

Department at par and he aocordingly should refund to the Government

the pforig of si36.9o which he made by way of the difference of exchange
‘thereon. ‘

{15) Major J. M. Pauline converted £700; of which £400 rep}esented
private funds and £300 puy and a}lowanoés. In justification of his aot
in converting the whole £700 through the Militia Department ,at par,

Ma jor Pauline stated that he might have expended his private funds to ~’

aover 1 ing pxpenses and thereby saved the whole of his pay and allowances;

at the same tiwe he adnitted that his aotual savlngs frou the latter were
£500. He agreed to rerund to thE*Gdiéfhment the" prorit of- $232 which he

made upon the conversion of the £400.
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in Vancouver, converted £400 which he admitted was part of the legacy

Private Digby Welland of the 42nd. Battalich, now residing

received from his father's estate. He siyned & certificate to the fact
t}mnt such anount wes pay and allowances but eleimed that he did so A
unwi{ttingly end that he 316 not read the certificate. He phould re fund
tz the uov»rnmnt the profit made by him of $204.
} (17 Captein Vivien Low, whose present address is Windsor, Ontario,
%89 examined }efcvre the Commission st- Vanocuver, B.C, He converted thi-ou@
;ﬁehﬁiiiglgrbgﬁg;m£i6§8/l7]7wdf<%hicﬂ;'ﬁe adnitted in'evidenee;lahout" '*:”””:
- 5-'6:57/17/7 rerresented his savings frouu pay and gllowanees while the balance
of £411 (32,000} consisted of funds trensferreé to him in Englénd by nis
f’ -éifc; who was in Carads. This latter amcunt ircluded certzin items of
seperaticn alicsance and assigned pay which had been reld ir. Canadian
fund=,  Subsequent to the Vanacuver aitting of the Co:rmissioﬁ and uron
reoaiyt from the Department ‘of Finance of the cetalls of trunsfers made

through ‘tne Bank of Montresl, London, Englard, it ws fcund that Captain

Low had transferred a f‘urther amoimt of £400 througn that Rank. A4s it

is apparent that no rortlon of the latter amecunt cculd rerresent pay and
8llewences Captain Lcw would appear Yo have wade unauthorized conversicns
to the extent o £811 ard to have received profits thereén by way of exchange

to the aicunt of $365.94,

Attaohed hereto as sohedules 3, 4, B & 6 are lists cf conversicne
mede by individuals through the Department of Militia end Defence, the
mm“wl?ayme.ster Generel's Department Overseas, and the Bauk of Yontreal, London,
Bngland, and in a fév:v instances through two or 8ll of such ohannels, where
substantial amourts were converted, but 1£ was not found poasible or -
convenient to brirz the rersons meking the conversions befere the Co':ni}ssion
for exemiration., Some of such individuals resided in places which were too
" far distant from eny roint where the Commission's eittings were held to
compel their ‘a',tendan_oe, while ottrers have not up _to the present time been
lfvcsted. Certzin of the conversiona mentioned onvthe 1ist are placed there
81s0 with the receipt of informatlen which was not available to the

co:nisaion until ‘after-its sittings were closed, when it was felt that it

* would be inexpedient and mduly expensive to raopen such sittings for the

purpose of desling with them, purticularly when it ls protabdle, from the




experienoce of the Commission thét satisfaotory explanations will be

capable of teing given in respect ¢f a number of such conversions,
Pracnoally &1l of the gonversions shown on the schedule are out of
proport ion, however, to the amount of pay and allowancea earned, &nd

to that extentA enguiry into them is in 1y 6p1nion warranted. In some
instences, also, abtusze of the privileges grented ty the Gove?nment will

ve found to have teen effeoted. 1 recommend, therefore, that the scheduale

te handed officers of the Govern'rent for encuiry into the oonveraionl

shovn thereon but that it be held confidential until their investigatlons
shall be complete, as in my opinion it would beﬂine'quitable to maxe publie
the names of any persons interested who may be fcund atle %o give
satlsfactory explanations. Should such enquiry be made, the detéi led
regords compiled ty the Acoounisnts engaged by the Commission aro available
for use. I desire to draw attenticn %o conversions effected by the
folloaing ‘whose names are upon such listsi- ’

(a) Considerable evidence was given as to the agtivities of Sergt,
¥. Lecky who was oon'neeted with the Canadian Army Pay Corp in Londcn,
England. One witness stated that this man had £1n000 which he kept in

airculation betmen Englsnd snd Canada for the purpose of making profits

et on - {48 - ¢Onveraion, - As-his whereabouts were unknown it was impossible

" for trhe Commission to procure his attendancs or obtain evidence to

definitely determine facts relative to his 'operations{ It was shown,
however, tfmt ne and Capt, Fleld {aforementioned) were involved in one
tranaaction at least.

(v} Major C. L: Hannington who was resident at the nma of the
enquiry in London, Englend, mde conversions to the vatue of $17,349.66-—————
as against total earned pay and allowance of $6,719.33. The Comission ‘
did not have an opportunity of rec;eiv'ing direot evidende'or explanation
-of his transactions from ‘ﬁajor H;u:mington but he was interviewed in

London, Bngland bty Sergt. Prime of the Deminion Police Porce, to whom

he made the following statement:




» I have only put through exchange amounting to
my total pay end sllowances. My interpretation

of the Order in Couneil is that any member of
the Canadian Expeditionary Force is entitled to
cash at par the total amount ofhis pay and ’
allowesnces irrespective of whether or not it
was setuzl accumulated sevings. if the Govern-
ment._can . show_me_that my interrretation p_g__t}_\_g__

»”

Order in Council 1s wrong and that I hava
conseouegtly, exchanged more sterling at par than
I was entitled %o, I am willing to mske a retvund
of tiwe amount", .
o There !s no Justification in m,v~opinion for the courue followed
iwy x{ajcr Heﬁningtén, a’nd moreover, apL will readily be ‘seyen. the amounts
conves ted bﬁ him were in the nggregatve atout three tines his earned pay
end aﬁowanoe. 'Hé “sh}.uld, therefore, be re’quired to refund to the
Government tre profits which he made upon the tranaactlons.,
TENSIONS
Under Order in Council dated November R4tkr, 1919, suthority was
glven to the Department of Flbnance tor oashing at par cheque. issued
by the’BriHah Gnmrwnent-in'pa'ymnt of-pay 8nd-allowances, -gratuities ...
or pensions for service in the Imperial-Forces of those bona flde
domiciled in Canada at the outbreak of war who saw service in such
Forces; " the peymanta to be made subJeot to such certificates, declarat_ions
..a"d other evidence as mi@* be preacribed by thn ¥inister of Finance.
Under a furthnr Order in Couneil dated July 29th 71520, continuanoei oé
the paywents was approved, with authorlty given to the Department of
Militla to make them, This latter Order was smend‘ed by Order in Coﬁnoil
dated August 21st, 1920, passed to olear up some uncertainties. Under -
 Order in Council of August 5th, 1921; oontrol of the payments was transferred
to the Board of Pension Commissioners. '
With the arrangément in Novermber, 1919, the Department of Fir;auoo
took charge of the payment of the difference in exchange upon sums payable
to the Imperisl P:nsioners mentioned, Evidence givén beforé the Comission
‘ indlcated tha;. payment té au_&"ﬁ Pensioners vafz made by way of cheques in
'dunadian currency for the equivalent:.at par of the pensions and gratuit;él
which were payable in Bﬂtieh gurrency and that the Department provided the

difference between market rates and par of cxchange in respect of the same,

Beginning in March 1920 paymenf of such pensione commenced to be maﬁ
i o
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by way of cheques paysble in sterling currency. An arrangemsnt was at

the same time entered into-between'lr. Boville of the;Department of

Fiﬁance and .Mr. Brown, Chisf Accountant of the Militia Department, whereby
administration of threrpsyzrmnts waaitaken oié:; by gﬁe Luiritia Department,

M¥r, Srown thefeupon nade efforts to obéuin a list of Imperial Penaionefa,

such pensions but was unable to do 80 as no ﬁeflniie liat was found %o be
in existence. A4 policy was acocordingly aﬂopted'by Mr. Brown of requiring
Pensioners taking advantage 6f“the privllége to meke declarations proving .

their pre war domloile, but this policy had to be abandoned owing to the

to which they were put by reason of it.

over‘the-paymente»ur.—nrownvthéreupon had-oheques.-issued with the following .. ___

In an endeavour to exercire control

declaration printed on the back thereof, namelyj

the same at market rate, vhereas if hevendbraod tﬁévi£§§ué”§;ioﬁ thé
dLolaration ha rega!&éd pﬁr of exohange for it Under the cirsumstsrces

the form was - one might fairly say - almost an invitation to take

advantage of the Goverament when reuéived'bywa f&;gibgé; nb£ éﬁgiéi;d ;6

par of exchange. It was proven, however, &fter a very caréful investigation
bty %he Board of Pension Coumxﬂsioﬁers that advantage was sc taken to &

very limited extent and that the loss to theAGovernment will probably not
exoeed $2,900 in respect ofva veryilarge number of cheques, mostly for

srall sums, issued to & total value of over $2,000,000, Under the abova

the ' ’ fort,
Depertment - and the diffioulties he encountered in his efforts to

" I hereby declare andkaign that 1 was

" Jdomiciled and resident in Canada on the

" to par of exchange for thia sterling,

" and ocertify that 1 have received the

T TErd August, 1914 End therefore entitled

" dollar equivalent of $4.86-2/3".

entitleﬂ"tu*par—ofAexchange;~throughvthe-Officenuin.Canadaﬂadmlniateringaw_ .

-repregentations of the Pensioners oo objected to the trouble and eipense

Ir a Pensioner endorsed the cheque &8bove such declaration he was raid for

e

aonditionb and having regard to the steps taken by Mr. Brown to proteot
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do 80 - I am of the opinion that any serious oriticiem of the
“Tadministration of these conversions” (by the Depart'nent of LWilitia
and Defence ard ir. Brom) 'is unwarranted.

With the Crder in Council dated August 5th, 1921,

administration of the conversions was committad to the charge of
the Persion Board. This Board has taken all‘ne‘ceaaary steps to
establish a proper ii st of th.ose who are en’titlgd to par of exchange
t;nd‘.each Persioner is now requirad ‘o;r declaratio};\ snd other evidence
to e#ta‘blish nis right to payment at par.'A Such précautions are, in

my opiniom, safficient to safeguard the Government.

1 am sending you herewit'h a copy of the proceedings

" together with the Exhibita,

Respectfully submitted,

Toronto, February 28th, 1922.




