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PEPORT-on-the-evidence- taken-nursuant-to

-Commission dated liay 30th, 1928 issued to

Gordon C. Lindsay.

The Inquiry into and concerning the allegations
set forth in the ORDER IN COUNCIL P.C. 908 was held
in the Court House in Vancouver B.0. on the 10th, 11lth,
12th, 13th, 14th, 16th and 17th days of July 1928.

Mr. A.B. Macdonald, K.C. of Vancouver appeared
on behalf of the Dominion Government. B.C. Distillery
Co. Ltd. was represented by Col. H. S- Tobin; Jos. Kennedy
Co. Ltd. by W.M. Griffin, BEsq.; W.H. Scovil by E.X.
Debeck, Ksq.; Geo. Reifel and H.F. Reifel by W.F. Brougham
Esq. and Samuel Levy by K.R. Sugarman, Esy. Excise
Officer Deseley appearsd in person on thé open’ng day
but was thereafter represented by counsel in the person
of Mr. Grimmet and by Mr. Killam and was himself present
throughout the Inquiry.

The preoeedings in the Inquiry may by summarized
as follows; on Tuesday the 10th of July the Inquiry

was opened and counsel for the several parties except
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OffioarﬂDeeley*took“objeutfonemwhioh“are“quoted~in : -
full in the evidence. They included objaotion that |
the charge made was not sufficiently definite, that
they were entitled under the Statute to further
particulara of the charges made. and to written
notice of such particulars, and that under Part I
of the Aot the right of Inquiry was limited to a
tribunal of more than 6ne person. Adjournment was
taken until the following day without evidence
being called.
On the following day Mr, George A. Allen, Collector
of National Revonu%aggggggiled and gave evidence of a
general natvra dealing with the procedure and the
regulatione applicable to the removal and release of
alcohol from bond. o
On Thursday, July 12th, Mr. James Ball, formerly
Presiaent of The Sunset Vinegar Company, the Informant,
gave evidance touching the matters which wers to be
inquired into (p.43 to p.88). Following Mr. Ball were
called the witnesses who gave evidence corraborating ‘

the statements made by Lim, Joseph Matthews, former

Searstary of the Vinegar Co. (p.130); William Simmons
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152141 and p.198); W.S. McUe;ter (p;206) and James E.
Hughes (p.228). There was alsc taken the evidence of
Mr. Allen anc of Officer Thorburn as to the different




IR

grades of al&&ﬁoir(p;ilﬁugﬁa P 153){“€he evidenae
relating to the purchase of Acetic Acid by the Vinegar
Company (D.Kl. McKay p.171 and D. Hockin p.222); the
evidence of the carters and the Storage Company Officials
(Elmer Johnston p.178, C.S. Ellis p.186, H.E. Workman
p.192) and the evidence of F.W. Chilver, Xxcise Officer
at the Distiliery (p.236). The evidence of Major Nash
of the firm of Clarkson, Cordon, Dilworth, Guilfoyls
and Nash and of lr. G.R.F. Troop, his associate, were
then taken (p. 260,279 and 320). Following this the
officers of the B.C. Distillery Co. (G.W. Twittey p.312,
Chas. Viills p.349, Geo. B. Reifel p.380 and Kobert
Sutherland p.516), W.H. Soovil (p.522), . S. Levy
(p.553), Frederick Deeley (p.564) and H.F. Reifel
of the Jos. Kennedy Co. Ltd. (p.591) were called and
examined. During the hearing thirty-eight (38) exhibits
were filed and later the auditors filed,with the
Commissioner, their report on the result of their
sxamination of the bank accounts of Mr. Deeley and of
Mr. Scovil. The evidence and the several exhibits
acoompany this report.

The evidence of James Ball was; that he was

Director and President of Sunset Vinegar company’from

June or July 1923 until the name of the Company was
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ohangodwibﬁﬁ:é: Vinegar Company in 1925 (p.43 tc“isj;
that he was then President of the latter company until
late in 1927 wheu he severed his counections with the
Company; that the stock in Sunset Vinegar Company was
held in the proportion of 25% each by Ball, \alter
Secovil, Samuel Levy and one Thom (p.122); that Scovill
801d out several months after they started and later
Thom also sold out (p.124); that Scovil was then away
for a few months but returned as vinegar maker (p.125);
that Ball took practically no active part in the factory
(p.45 and p.110); that he bought alcohol for the Company
from B.C. Distillery Co. Ltd., six barrels only being
purchased from any other source (p.46); that the aloohol
purchased at .48/ and at .407per proof gallon was used in
the manufacture of Vinegar (p.48); that five barrels, and
at the most seven barrsals of the batter»gradeAalcohol
invoiced at +63¢per proof gallon were used for the manu-
facture of vinegar (p.49 and 1.87) and that it was purchased
because it could be resold at a higher price than the
Vinegar Company was paying for it; that in addition to
the .63/per proof gallon shown in the invoices, the
Distillery was paid "Side Money" in respect of the purchase

of better grade aloohol, bringing the total up to $2.50

per standard gallom (p.51); that the first arrangement
. P .
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of this kind may have been made by quy or by himself

(p.120) and.that it was made some time after 1923 and
before 1925 (p.121); that the "Side lMoney" was paid

to George Reifel, Manoger of the B.C. Distillery Co.

in cash (p. 53 and p. 103) there being one instance

in which a cheque was given for $36.00 which is here-
inafter referred to; that the 'Side Money™ was as a
rule paid at the time when the order was given (p.o3
and p. 104); that Grain Spirits such as thosse purchased
in this way could not be bought for less than $2.00

per gallon (p.104); that he personally saw George Reifel
about these shipments and paid him the money "Not once,
but a dozen times" (p.104); that the rsnt of the Vinegar
Plant premises was paid by the Vinegar Company %o the
Distillery (p.112); that in the latter period soms of
the better grade alcohol was invoiced at the lower prioce
of .48¢and .40¢(p.57); that the release from bond of the
aloohol which was shown on the invoiceSas having been
purchaged at the higher price of .63¢per gallon was obtained
through an arrangement which he (Ball) had with Scovil,

under which Ball paid Scovil from $40.00 to $75.00 per
Barrel released, which amount he undargtood Scovil divided
with Bxoise Officer Deeley; that Deeley would work only
with Soovil and nob with Ball and that he (Bsll) had
never had any déaiings with Deeley directly nor had he -

it
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paid him any money (p.63) that he identified two

~ cheques for $80.00 each as belng chequeélgiven by

him to Seovil for releasés . of Alcohol (Exhibit 7);

that during the early part of 1926 he saw Scovill and

Deeley on one or two occasions roll barrels from %he

Bond to the Shipping room without the contentas going

into the Mix Tub (p.58, p.115 and p.126); $hat the

Distillery sold to Ball and that Jos. Kennsdy Co.

bought the aloohol from Ball but that he was at liﬁerty

to sell some alcohol elsewhere, which he did and got

a better price (p.107); that Ball's dealings with the

Kennedy Company were with Harry Reifsl who handed Ball

the cheques in payment for the alcohol at from $7.00

to $7.50 per gallon (p.105); that  alcohol was carted

from the Vinegar Factory by The Johnston ntorage Company

(p.63) and that some was delivered by them direact a0t %0

Jos. Kennedy Limited (p.o4); tha?i;f the: . cheques paid
by Jos. Kennedy Limited to Ball, totalling $10,753.00,

five at 1eésf were for‘alcohol.sold by him to the Company

(Bxhibits 1Onto 16); that some of the aloohol so released

was g0ld to others than the Kennedy Co. at from $7.00 to

$10.00 per standard ;allon (p.74 and p.109); that the

vinegar supply was kept up during the period of these
improper releages by Acetic Aoid (Exhibit 17); that some

of the aloohol removed to the Vinegar Faotory was first
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syphoned into tin cans which were placed in boxes, this

~being done in the Shipping Room by Scovil (p.83); that "k

some of the alcohol removed by him from the Vinegar plant
to the Johnston Storage Company premises was there mixed
by Ball with Malt and then bottled and cased (p.85); that
he was assisted in the blending by one Hughes (p.89)ww.dﬂ
that during the same pericd Samusl Levy was engaged in
selling liquor on the prairies for Jos. Kennedy Co. Ltd.
on a commission basis and that one of the chsques from
the Kennedy Co. to Ball represented commissions earned by
Levy and divided betwesn Levy and Ball.

Dealing with Ball's evidence the Inquiry brought
out the following evidence relative to these statements
namely,
1. As to the relative connection of Ball, Scovill
and Levy with the Vinegar Companies; Scovill (p.523)
says that he was President of the Sunset Vinegar Company
fora few months in 1923, was then from time to time
employed by ?H£7§$0%n9inegar Co. during 1924 and 1925
until May 3lst, 1926; that during the time he was
associated with these Companies he was at the factory
from 7.30 in the morning until 2.30 or 3 in the after-

noon and that at pfesent he is associuted with the

Premier Vinegar Co. on the same premises. There is also
the avidence of Levy (p.555) that Ball, Levy, Soovil
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__and Thom forned the Sunset Vinegar Gompeny and

sucodeded the Dyson Company.
2. ‘4s to purchases of alcohol fron the B.O.
Distillery Co. Limited, it is clear on the evidence
(Kxhibit 33) that commencing in June 1923 the
Vinegar Companies purchasad alcohol which was
shown on the books of the Distillery and of the
Vinegar Companies and invoices from the Digtillery
as having been sold at the following prices.

1923 1924 1925 1926 1927

.63¢ per proof gallon

1 1 3ee raport attached
dog " ' =08 fereto.

.40¢ 1" " "

3. Dealing next with Ball's statement that
‘alcoho¥h%%% purchased by the Vinegar Company from
the B.C. Distillery Compary was diverted without

being put into the mix, there is evidence of

the following, -
(a) Difference between production and sales.
A statemert prepared by lajor Nash and filed

ag lixhibit 32 shows a recorded production of

269043.82 proof gallons, against recorded sales
of only '128042.92 proof gallons for the period
from the 1st of June 1923 to the 3lst o. dugust
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1927, It is to be noted that there was a great

’“—”'EEEFngémiﬁ“1923iaﬁ”'éven"greator"shortage-in~'924

and 1925 and a slight shortage in 1926; that these .
shortages would be substantially increased if the
inventory of goods on hand at the commencement had

been included, if the cash sales later referred to

were included and if allowances were made for

vinegar produced by the use of Acetic Acid. The
-quantity of alcohol purchased and invoiced b the
Distillery at .63 per proof gallon iz shown by

Exhibit 33 to have been 29895.45 proof gallons during
tht,omme Beriads 213 Ly nieh Bakl plalg vee Giverted,
Scovil states that during the time he was at the

factory there was no check made of the aotual production
and that the production figuves inserted in the Bxcise
Daily Hecord (Bxhibit 2.) were computed on the basis of
five gallons of vinegar to one of alcohol (p.528).

No real explanation was given by Scovil or by Deeley nor was
any real explanaticn attempted.of the shortage.

(b) The use of Acetic Aoid. The evidence shows

that between the 15th of March 1924 and the 8th of
September 1926 there were delivered to the Vinegar

Factory 145 forty gallon barrels and two containers
of Acetic Acid (kxhibit 29 and Bxhibit 30). That
tte Acetic Acid delivered by the National Drug and
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Chemical Company was invoiced to the Vinégqr Company

as_Malt Plavoring. Ball says this Acetic Acid was

used to bolster up the vinegar (p.75). Scovil admits
that Acetio Acid was used from 1923 to 1926 to bring

the vinegar up to strength and that he saw it at the
factory (p.b29 to’532 and 540). Excise Officer Deeley
denies ever having ﬁeen any Acetic Acid there and
denies any knowledég of it having been there (p.569).
(¢) The purchase by the Vinegar Company from the
Distillery of high grade alcohol invoiced .63 per

proof gallon but actually purchased and paid for at
$2.50 per standard gallon,the so called "Side Money"
being concealed in the books of both the Vinegar
Company and the Distillery. This will be dealt with
later in this report but the fact of it having‘bean —
done on some occasions was admitted by the manager of
the Distillery who also stated that the alcohol®8old

to the Vinegar Company was selectea by Ball as being a
better grade and as having been determined by the odor
or absence of odor (G.C. Reifel p.402 and 403). Coupled
with this is the evidence of the Port Officers that it
is not oustomary to use high grade spirits for the
manufacture of vinegar and the evidence that the price A
at which non-.potable spirits were sold by the same
Distillery to'other bonded factories where the grade

of the spirits was shown on the invoice was as follows,
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The Regina Vinegar Co. - Cologne Spirits (Ethyl #2)
.48 per proof gallon.

E— Chas. Bentg & Sons.(Vinegar Factory) Vinegar grade
4 alcohol .48 per proof gallon.

W.J. Rowley Co. Ltd. (Chemical Still) #2 Alcohol
+&3 per proof gallon.

G.F. & J. Gult (Extracts) #1 Aloohol, .60 per proof
gallon.

J.A. Tepoorten Limited (Druggists) Purse Grain Spirits
%ﬁ%ﬁo per standard gallan..
(d) The purchase of tin containers or cans by the
Sunset Vinegar Company (Exhibit 21 shows the purchase
of 76 five gallon cans between February 28th 1924 and
October 7th 1924). Scovill (p.536) admits that on one
occasion he went to the American Can Company with Nr.
Ball and picked up some twenty cans but denies knowing
what they were used for.
(e) Hemovals of Barrels from the Vinegar Factory to

the Johnston Storage Company. Matthews (p.135) says

that he saw barrels which he believed to contzin
alcohol loaded onto trucks at the factory. Scovil
(p.533 to 535) says he saw on three or four occasions
" barrels taken from the factory, the contents of which
he did not know but which Ball told him were vinegar.
The Johnston Storage Company hauled full wooden forfy

)
Y.
1
b
:

? gallon barrels with white painted ends from the factory
to the Company's warehouse (Johnston P.179 and 180,
K11lis p.169 and 190). Ball rented space in the Storage

L

P
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Company's warehouse during 1925 (Kxhibit 9). The

were aroused by the nature of the barrels (Workman

p.194 and 195), Johnston says that in 1925 he went

to the Vinegar Company's plant and that it did not

look like a working plant but looked as though it

was stagnant and Ball was not there (p.181 to 184)

also Ball was going very frequently to his rented space
in their warehouse. Owing to these suspicions Ball

was asked to vacate (p. 181). None of the witnesses

from the Storage Company could remember whether or not
any deliveries were made from the Vinegar Factory to

Jos. Xennedy Co. but would not deny that such deliveries
had been made and for some reason which was not given
they destroyed every record in their bookserelating to
their transactions with Ball and the Vinegar CGompany,
James K. Hughes (p.229) says that he did blending of
aleohol with Ball at Balls place in the Johnston iiarehouse;
that the alcohol used was neutral spirits, grain spirits
thoroughly cleaned and rectified with no odor and contained
in barrels as above described. He also says he saw there
oans containing alcohol (p.232)., Hughes also states that
in 1924 he went to the basement of the Vinegar Factory
one -evening with Ball and made a test of a few galions of

certain low grade,'appafently denatured alcohol (p,232

- to p.235), this being a lower grade that what he had
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oo blended at the warehouse._ W.S. McCarter (p.206) says

that on certain occasions he went with Ball to Ball's
place in the Johnston Warehouse to get alcohol, saw
algohol there in barrels, purchased alcohol from Ball
at the Vinegar Factory at 10,00 per gallon (p.209)
the alcohol having no smell and being represented to
him as grain spirits (p.209) and being sold in forty
gallon barrels {p.220); that his total purchases
amounted to between 10 and 12 barrels during 1924, 1925

and 1926 (p.211); that he purchaged no Liquors(p.209)

he used the alcohol for blending (p.214); that he knew

of several other persons buying alcohol from Ball (p.217)
and that some of the alcohol was very poor stuff (p.215).
He also stated that when Ball first took over the

Vinegar Factory Eall made him a proposition to sell

him aleohol (p.215).

(f) 4s to Ball's statements with reference to sales

to Jos. Xennedy Co. Limited there are the several

cheques (Bxnibits 10 to 16) all from Jos. Kennedy Co. Ltd.
- as follows, 31st March 1925- $1470. to Jas. Ball; 2nd Hay
1925 -~ 42219, to cash endorsed by Jas. Ball; 20th July

1925 - $1777. to cash endorsed by Jas. Ball; 30th July
1925 - $1620. to cash endorsed by Jas. Bell; 10th August
1925 ~ ¢ 780, to cash endorsed by Jas. Ball "Deposit to

the credit of B.C. Vinegar Co. Ltd. only" and 9th September
1925-$2687. to cash endorsed by Jas, Bell. Ball says
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one of these may have been for commissions earned by

_._Levy but all the rest were for alcohol. H.F. Reifel

who signed each of these cheques and who was President
and Secretary of the Kennedy Company denied knowing

what they were given for (p.594)?§€hen asked what he

had to say to Ball's gstatement that these cheques were
given to Ball in payment for alcohol sold to the Kennedy
Company at $7.00 per gallon, his reply was, "I don't know"
(p.601)} Secondly th?ré;ds the evidence of the way in
which the chegue forﬁ;780. was dealt with in the Vinegar
Company's books. The Cash Book {Exhibit 24, page 1)
shows the receipt of the 11th of August 1925 of $760.00
as proceeds from Cash Sales. The Sales Slips purporting
to show cash sales to this amount (Kxhibit 25) are
ggyitted ?Z_?Eﬁﬁﬁfﬁf: who made the entries as bookkeeper
for the Vinegar Company, as being fictitions (p.131).
Matthews also admits that the 780,00 cheque t hen
daposited referred to these fictitions sales (p.132).
Immedjately following this entry is an entry of

payment by cheque of the Vinegar Company to the Distillery
0£.5750.00 (Bxhibit 24)., The manner in which this was
dealt with in the Distillery books is referred to later
but the fact that this cheque from the Kennedy Co. to-
Ball went through the Vinegar Company's books at all

certainly corroborates Ball's statement,(to some extent)
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that this cheque from the Kennedy Company represents

the proceeds of sales to the Kennedy Company. It is

aléc significant that whereas this receipt of $780.00

(from Ball) has been put thirough the Cash Book as being
proceeds of sales admitedly fiotitious, the Cash Book

does show in several irstances receipts from Ball personally

shown openly as being money received from Him. This

suggests that there must have been some-reason in Ball's

mind at that time for wishing to conceal the nature of
the transaction represented by the cheque for $780.

There is also the faot that there is a notation on the
back of the cheque for $2219. (Exhibit 11) as follows,

$1000. - Sunset V.
%1219, - J. Ball.

ard Ball's pass book (Kxhibit 12) shows a deposit to
Ball's account on liay 4th of $1219. The Cash Book sheets
of the Vinegar Company were not available prior to

hugust 1ot, 1925 and accordingly no check could be

made as to the entry of any portion of this in the

Vinegar Company's books. A further significance to be

attached to the above cheques from the Kennedy Company 7

is that from the evidence of Major Nash it appears that
when the stubs of these cheques were examined by his
firm preliminary to the Customs Inquiry investigation

in the Fall of 1926, the following»information ﬁhs

_—

noted,
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On the stub of the cheque of 9th September 1925
for $2887. there were the figures,

R

$2887,

The Kennedy Company was asked to produce thnese
stubs but their counsel stated that they were not
in their possession and H.F. Reifel in his evidence
stated that he did not.have them. (Taking Ball's
statement that alcohol was sold to the Kennedy Co.

at $7.00 per gallon, these figures suggest a
onlculation of ten barrels containing 406 gallons

at $7.00 per gallon totalling $2842 plus a charge.

of $4.50 for each of the barrels as containers, making
a total of the exact amount of the cheque. On the
stub of the cheque of July 20th,1925 for 31777.

Major Nash's evidence showed that there was the

_ following notation,

6 - 250 -7
~ 6~ 4.50

A caloulation made on the same basis as in the case
of the former cheque would show as a result the exaot
gmount of the cheque $1777. worked out on the basis of

six barrels containing 250 gallons at $7.00 per éallon

and six containers at y4.60. The same evidence showed
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that on the stub of the cheque of iugust 10th, 1925
for $780., which is the cheque traced into the cash
book of the Vinegar Company, )

3 - 115%

3 - 4.80Off
This worked out on the basis of three barrels of
-alcohol containing 115% gallons, less 6 gallons
would show 109% gallons at $7.00 totalling $766.50
which with three containers at $4.50 each makes ﬁp
the total amount of the cheque. The price of ©4.50
charged for containers is the price that the
Distillery Company charged the Vinegar Company
according to their invoices (Exhibit 4). H.F. Reifel
the President of the Kennedy Company who signed each
of these cheques was unable to give any explanation
of these figures appearing on the stubs, according
to the uvidence (p.598). This evidence in my opinion
corroborates Ball's statement as to the sale of
alcohol to the Kennedy Company,
(g) Dealing next with Ball's syatement as to the
payment of “Side money" to the Distillery on the
purchase of alcohol. The statement rendered to the
Vinegar Company by the Distillery on August 6,1924
(Exhibit 18b) shows, in addition to an old balance,
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an amount of $891,17 in respsot of merchandise invoiced
“on July 7th, 1924. The invoice of July 7th, 1924

(Kxhibit 4) shows the sale of fourteen barrels non-

potable spirits, 575.1 standard gallons, 952.37 proof
gallons at .63¢ por proof gallon. Attached to the
statement of August 6uh (xhibit 18) was a slip of

paper which Mr. George Twitty (at that ‘.me acsountant

at the Distillery) admits to be in his handw.iting,

On this slip of paper is worked out a calculation of

575.1 gallons at $2.50 per gallon, a calculation of

952.37 gallons at .63¢ per gallon and the latter amount

is deducted from the former, leaving a balance which -

in the light of Ball's evidence represents "Side money" )
payable on the particular inveice of July 7, 1924. Mr.
Twitty denied any knowledge of what the calculations
referred to and the auditors were not able to trace into
the Distillery books any payment corresponding with the -
"Side money" on this particular invoice. Hvidence .
"éh6ws”fﬁﬁf"aadpfiﬁgdfﬁis'méthOG'offgglgulggigplgs being -

the one by which "Sigg/ggney”’ﬁﬁg/bomputed,the auditors

_‘”WE?G-aﬁlgxtoftréégfﬁayment of "Side money“ into the

Disfiilﬁyyubogggwinmﬁpg cagse of two sales in 1925.
The invoice of 30th June 1925 showed the sale of 615,78
proof gallons at .63¢ fotalling $387.94. The invoioce

shows that this represented 373.2 standard gallons which
at $2.50 would amount to $933,00.  The difference or
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“Side money" would be $545.06 (p.284). The Synoptic
Journal of the Distillery (Kxhibit 34) shows the receipt
on July 22, 1925 of $5645.00 which is credited to the
Ledger acocount of "J. Wilson". Wills (p.353) refers

to this as an account representing expoft sales of duty
paid liquor, the srme explanation was given to the
Customs Gormission ‘. The other sale which was traced into
the Distillery books was covered by an invoices of

July 22nd, 1925 (p.236 Exhibit 4). This shows the sale
of 565.79 proof gallons at .63¢ totnlling $356.45.

The invoice showe that this represented 342.9 standard
gallons, which at ¢2.50 would amount to ¢857.25, the
difference or "Side money" would be $500.80. The Synoptic
Journal of the Distillery (Kxhibit 34) stows the receipt
on 1oth August 1925 of $0£00.80 wh.ch is credited to

the same Ledger account of J. Wilson. OUn the next line
is entered the receipt from the Sunset VWinegar Company
of $849.20, the two amounts, or $1350. being represented
on the Deposit Slip (Exhibit 34) by $600.00 in cash
and a cheque for &750, This is the cheque which was
given to the Distillery by the Vinegar Cbmpany on the
11th of August 1925, the same day as the Vinegar Company
received $780. represented by & cheque for that amount

~ from the Kennedy Company, endorsed by J. Ball. The sake

of a certain.amount of alcohol to the Vinegar Company

at $2.50 per :standard gdl lon is admitted by George Reifel
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(p.380 et seq.) Manager of the Distillery and by
Col. Tobin (p.285), thus Ball's statement as to the

payment of "Side money" is definitely substantiated. .
(h)  4s to the number of such transactions between
Ball and the B.G. Distillery Company there is the
following; Ball in his information refers to 394
barrels. George Reifel (p.404) says 30 or 40 barrels.
Ball and George Keifel both agree that the arrangement
was made in 1924 (p.396 and p.121). An examination of
the invoices (Kxhibit 4) shows that although alcohol had
been invoiced at .63¢ per gallon during 1923, the

inw ice of February 11th, 1924 covered 12 barrels at
.63¢ and 18 barrels at ,40¢ and in tl.s case only is
the alcohol at .68¢ described as being "From grain"

and 1lso as "New Grain Spirits". The slip of peper
attached to Kxhibit 18 refers to the sale of July 7,
1924, the two items -traced into the J. Wilson account
relafe to sales in June and July 1925. George Heifel
(p.429) says that whatever was sold in 1925 and 1926
went into the J. Wilson account. The J. Wilson account

was not opened until April 4, 1925 when it was opened

end of 1926, George Reifel (p.432a) says that prior
to the opening of the J. Wilson account they had another

"Dump" account, the Tucker Account. The evicence of
“George Reifel, Twitty add Wills shows that the iilson
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account, Tucker account and Kxport Sales acoount

in the Distillery Ledger were what they called

Dump accounts in which uninvoiced sales were entered.
George Heifel (p.403) says there were three or four

of such transacotions but later (p.410) says there may
have been five, six, or seven such transactions.
George ileifel described the matter in which the
arrangement was carried out as follows; he says that
in 1924 either s8all or Levy told himthat they wanted

to get a better grade of alcohol (p.399) that they
picked out a grade better than their non-potable
cologne spirits (p.407) that he didnt ask any questions
and didn't inquire and was not interested in what they
did with it (p.400 - 402) although he says that he
thinks they told him in the fivst instance that their

- generators were run down, that the grade selected was
determined by the odor of the alcohol, that they agreed
on the price of ¢2.50 per standard gallon and that at
Bell's request only .63¢ per proof gallon was shown

in the Vinegar Company's account on the Distillery
books (p.403 and 409); that once the grade had been
picked out all that Reifel had to do when they later
wanter some more of--the same-grade-was to telephone to
the plant and have the same ouality duplicated {p.407),

that some times he telephoned the pland and that some-

times he was ot the »lant and tole the man in charge
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personally what to give Ball (p.410), that no other
vinegar factories purchased a similar grade-but that

the Tepoorton Co. (Wholesale Drupgists) bought the

seme grade of Spirits (p.407 and 408), that he,

George Reifel; would tell Ball the numbers which those
barrels containing the good spirits bore., It is also
significant thet in wach of the two cases which wore
traced by the auditors, all of the spirits shown on

the respective invoices as being invoiced at .63¢ were
accounted for by the payment of "Side money" and that

it was not a case of only oértain particular barrels

in the shipments of .63¢ alcohol being treated this way.
In my opinion the arrangement as described by George
Reifel was not one that was made to be carried out on

a small soale involving as it did an intricate complication
of the prices and false entries in the Distillery books
of the prices at which the goods had been sold. There
is also the fact that George Leifel says that he kep!

a memorandun on which he recorded the amounts from time
to time due by Ball for "Side money", which memorandum
he had since destroyed and that according to this
memorandum at the time that Ball left the Vinegar Company
- there was a balance of between $500. and $900. owing by
him for this "Sice money" (p.456). This would represent

"Side morey" on anproximately 1& barrels. Also he says

that payment on account of "side money" were generally
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made in round amounts (p.460) and those that were )
traced by the auditors were peyrents of exact amoﬁnte

on particular snipments. as to the exact amount of
alcohol in respect of which the Distillery was paid
"Side money" in the manner above describer, my opinion
on the evidence is that commencing with the invoice of
February 11, 1924, 2ll of the alcohol invoiced at .65¢
with the exception of seven barrels was of the grade
selectea by Brll or Levy when they first made the
arrangement and was paid for at the price of $2.£0 per
otandard gallcn. Ball's statements have been corroborated
in so many other respects, there is no doubt that he did
divert large quantities of alcohol during 1924, 1976 and
1926; that the alcohol he diverted was of a grade that
he sold for beverage purposes. The transactions of
February 11th, 1974, July 7, 1924, July 30,1975 and

July 22m 1925 and the bulance of from $500. to 300,
owing at the en: of 1926 are so far apart as to make it
extreemly improbable that the transactions which could be
traced vere the only ones envolving the payment of

"Side money"; the size of the iilson account and the
period that it covered; the faot that George Heifel
could not prodﬁce any record of the exaot number of
transactionéuéhd&ing the amount involved although he

claimed to have had one; leaving asice the quantities

shown on the stubs of the Kennedy Co. and the quantities
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which MoCarter says that he bought and the 12 barrels
shown on the invoice of February 11, 1924, there is
almost definite evidence of the payment of "side money"
on 14 barrels in July 1924, 18 barrels in June and

July 1925 and 15 barrels fepresented by the balance which
Reifel says is still owing, meking a total of more than
George heifel admits in his evidence. The guantity of
alcohol sold by the Distillery and invoicec¢ at .63.

from and including the shipment of 1lth FeLruary 1924
comprices §i§ barrels amounting to 22,725.21 proof gallons,
The fact that there was a large shortage o} recorded
sales as comparec with recorded pfoduction in 1923
indicates that Ball was diverting alcohol during that
period but there is no evidence of any agreement between
Ball or levy and George Reifel as to the payment of

"Side iloney" before 1924 and no evidence which suggests
that prior to 1924 any officers of the Distillery had
any reason to know that the alcohol being sold to the
Vinegar Company was not vsed for bona fide vinegar
purposes. George Reifel, manager of the Distillery who
made thié deal with Ball for the sale of a higher grade
of alectol than was sold to ény éxcept wholesale druggists
was in 1925 and 1926 President of Jos. Kennedy Limited

~hich company, according to the evidence, was during that

time purchasing alcohol from Ball. In my opinion George
Reifel knew that the better grade alcohol sold by thw
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Distillery, on which "Side money" was‘paid, was being
diverted and that some of it was being purchased by

the Kennedy Cownany. |

4, As to Ball': statement that Scovil had an
arrangement with Offibg* Deeley and divided with him
the money that Ball paii Jcovil, Scovil says that he
was employed by the Sunsef and B.C. Vinegar Companies
during the years 1974, 1925 and until the 31lst Kay 1926.
During the time of his employment he ves at the factory
from 7.30 in the morning until 2.30 or 3 in the after-
noon (p.523). He states that he could never get proper
production at the factory (p.533) that on several
occasions he telped to load barrels onto trucks to be
taken to the Johnston storage Company, Ball claiming
that these burrels contained vinegar that wxs to be
shipped in pool cars to the Prair%es (p.535), that he
got suspicious of Ball some time in 125 (p.535), that
his suspicions were aroused a great many times, that

he know of cans being brought to the factory, that

he know of Acetic Acid being used to bring the vinegar
up to strength during the whole period under inguiry
(p.530) and that he suspected that Ball was using some
contrivance to get alcohol that was supposed to go

into the mix (p.651). He denies any knowledge of
dmproper releases from Lond and denies having been paid

any money to obtain such releases. He claims that any

T
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money paid to him by Ball other then his salary were
payments on the purchase price of his interests in

Sunset Vinegar Company. Iis relaiions with Ball were
apparently not frienuly tégg;ﬂs the latter period of

his employment and in this connection there is to De

no ted the evidence of Wm. Simmons. Simmons says that

in 1926 Ball asked him to conceal himself behind one of
the vats and to watch what was done that morning; that

he saw Scovil and another man, vhom he thought was the
Kxcise Ufficer, take two barrels out of Bond, that he

saw one poured into the mix bt that he did not see the
other barrel poured in and that it was rolled away tcwards
‘the shipping room. ie gave his evidence quite frankly
{p.142 and P.198) and I believe it. In company with T
counsel I visited the Vinegar Factory and saw the location
of the different parts o{ the building. Thile Sinmons
evidence does not establish that the second barrel did

n:t finally go into the mix, 'it is difficult to understand
Ball's purpose in huving Simmons watoh Scovil unless it
was that he wanted to h:ve evidence that he could use
against'Scovil-or that he suspected Scovil of doing

sométhing against Ball's instructions. The evidence of

Mr. I':eley is that it was Scovil who indicated the
barrels that were ic be taken out of Bond !p.566) and that
it was Scovil who was aroung the factory on most occasions.

The fact is that Ball did get large quantities of alcohol,
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that Scovil was in constant daily attendance at the
Factory while he was employed there, that he knew

of the removal of full barrels to the Storage ilarehouse,
of the use of Acetic Acid and of the delivery of cans

to the Factory'and it is to pe noted that the barréis
which vere taken to the Johnston lizrehouse by Bllis

the carter were said by him to be 40 gallon wooden
barrels with white rainted ends. The significance being
that on a barrel ot alcohol being released from Bond the
numoers an: markings appearing on the end of the bérrel
were immediately obliterated by the use of a quick-
drying white paint. iy opinion is that Scovil not only
suspected Dall of obtaining alcohol from the Fuctory

but that he must have known how it was being done. There
is no evidence however that he paid any money to the
ixcise Officer to obtain improper releases and the
auditors emamination of his bank account did not indicate
any such payments (kxhibit 39)

5. is to the conduct of the Excise Officer Deeley,
the evidence shows that Frederick Deeley was the Officer
in charge of the bond of the Sunset and B.C. Yinegar
OOmpaniés during the whole period of their operation,

there is no evidence of any bayment of money to Deeley,

Ball denies any dealings connecting with Deeley-and-——- - --- — -~

denies that he even asked Deéley to assist him. His
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statement is that he gave money fo Scdvil‘in respect

of each barrel released and that he understood that

this money was being divided with Deeley. Scovil

denies that any money wus given to him for this purpose
and that he aid any money to Deeley. Deeley denies
having received any money from Ball or Scovil for any
improper purpose. At the same time there is undoubted
evidence that alcohol which should have gone into the
mix did not go into the mix at a time when Deeley

vas in charge of the Bond. The auditoré have examined
Kr. Deeley's bank account for the rurpose in question
(¥xhibit 39) and there are some cash and other deposits
in his account from time to time concerning which kr.
Deeley could give no definite information and which
might be looked upon as money received by him in the
manner suggested by.Ball but there is no evidence that
they were so received. The auditors made an analysis

of the releasés from the Vinegar Qompany Bond and indicated
in pencil opposite the number of each barrel released,
as shown in the Stock Book No. 1, which barrels were
invoiced at .63¢ and which barrels were invoiced at the .
lower prioce, showing the former with a pencil circle and
the latter with a pencil dot on the pages of the Stock
Book'(Kxhibit 3). The analysis brings out the following -

facts;
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(1) = That on the occasion of the inspection by

Jill. Harper on August 2nd, 1924, all of the .03¢

alcohol on hand had been release¢ within a few days
prior to his visit, that only lower priced alcohol

was on hand and released during the time he was there,
and that immediately following this inspection a
shipment of alcohol invoiced at .63¢ was received and
several barrels tere immediately released. The same

- procecurs. chows-on the oocasion of the inspection

by lir. Thorburn and ¥r. Westman, on July 7th, 1925.

(2)  That on the occasion of Deeley{s holidays in

1925 (August 1925) nothing but the chéaper grades were
released during his absence, all the alcohol invoiced

at .63¢ having been released just prior to his departure
and that immediately on his return a shipment of alcohol
invoiced at .63¢ was received and steadily released from
that time on. He took no holiday in 1924,

(3) That after August 1926 when a gsccnd officer was
assigned to assist Deeley on account of persistané
rumors, making the officers at Vancouver suspicious

of Bail; there was none of the «63¢ alcohol brought
“into or releaseb from Bond of the Vinegar Company.

Mr. Deeley's only exrlanation when this was pointed

out to him was that it was a remarkable coincidence.

After hearing the evidence kr, Deeley stated frankly
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that he felt sure that alcohol was in some manner

being diverted but his only explanation of how this
could occur was that there must have been some kind

of a catch to catoh the spirits under the joist above
the tank. During 1926 there were several special
invest:igations made'by officers of the Department
following rumers in connection with Ball's activities
hut the evidence shows that nothing was found that
suggested the use of any catech or contraption.

The duties of an Officer in charge of a Vinegar

Féctory were outlines by Collector Allen of Vancouver,
After the vinegaur in the mix tank has been tested and
measured the officer releases from- Bond one or more
barrels according to the size of tie mix . He then
weighs and tests the alcohol that is to go into the

mix and it is his duty to see that the alcohol is dumped
‘into the mix tank in his presence and that the whole
mix is thoroughly plunged. Collector illen also stated
that he never knew of other than -#2 Alcohol being used
for vinegar, the same evidence was given by'Ufficer
Thorburn who stated that it was unusual and not customary
to use high grade alcohol in the manufacture of vinegar .
and that an sxeis. Officer should‘be.able to deteot the

difference between cologne spirits and #2 alcohol by the

‘odor. It is clear from the evidence of George Reifel




Page 30.

that Spirits of a grade better than 6ologna spirits
were sold to the Vinegar Factory. Officer Deeley
agrees that the difference between high and low grade
gspirits can be noted by the odor and says that he
knew that alcohol of different grades went into the
mix. The evidence of the Bxcise Officer in charge

at the Distillery shows that he was not at all clear

as to the grades of alcohol required in a Vinegar

Factory and Ball avparently had no difficulty in arranging

for the delivery to the Factory of high grade spirits and
arranging to have them released from Zond. My opinion is
that Deeley was either a party to the improper releases
or that he was so negligent in the performande of his
duties that it was possible for Ball and his associates
to improperly obtain the possession and illegally remove

large quantities of alcohol which should have gone into

the mix and did not go in.
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6 The result of the Inquiry may be summarized

as follows;

(a)  That alcohol shipped in Bond from the British
Columbia Distillery Go. Limited to the British Columbia
Vinegar Co. Limited both before and after the name was

changed was illegally removed from the bonded factory.

During 1923 owing to the fact that all of the alcohol

was invoiced at .63¢‘there is nothing to indicate the

amount so illegally removed except the comparlson of recorded
sales of 17943.32 gallons w1th the recorded productlon of N
34415. gallons. Trom Janvary 1, 1924 until 5th April ‘

1927 there were 332 barrels, or 22725.21 proof gallons
invoiced at .62¢ per proof gallon. Ball's evidence is
that all of this excepting possible seven barrels were
illegally removed. There is no contradiction of tiiis and

the evidence tends to corroborate him. The fact that

during this period there were altogether, including

the purchase from the Consolidated Distilleries Limited,
18,608.34 prodf gallons of alooﬁol purchased at the price

of alcohol ordinarily used for manufacturing vinegar in
addition to the alcohol invoiced at .63¢ per gallon} that

this would ordinarily produce 93042. gallons of vinegar;

- Acid used, which on the ev1dence of Scovil would produce

about 52000 sallons of vinegar; that the wastage of

vinegar due to leaky pipes during this period, according
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to Scovil (p.526), might amcunt to 20000 gallons and

that the recorded sales during this period are

110,099.6 gallons of vinegar all tends to corroborate

Ball's. statement that thie .63¢ alcohol was not used

in the production of vinegar. In my opinion there

vere thereforeﬁ325 barrels or approximately 22290 T:::::;
nreof gallons of alcohol illegally removed from the
bonded warehouse during the period subsequent to

(b) That the Br1t1sh Columbla D1s£iii;rv Co;VLimlted”
pursuant to an arrangement made in 1924 by George
Keifel, managing director of the Distillery with Ball
and_possitly Levy of the Sunset Vinegar Company sold
in bond te¢ the‘¥inegar Company alcohol of a better grade
than it was usual and customary to supply for the |
purpose of manufacturing vinegar at a price much in

excess of that recorded on the invoices and in the books
of the Distillery aid in the books of the Vinegar

Company, the additional amounts paid under this arrangement
being concealed in the Distillery books. Ball says that
all of the alcohol invoiced at .63¢ after the arrangement

Vg8
was made, being 22725.21 proof gallons/of the better grade

‘and purchased pursuant to- this arrangement. The-"Side ..

money" paid purswant to this arrangement was concedled
in the books of the Distillery and George Reifel stated

that he destroyed the only record of the amounts payable
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as side money. It was however possible in the investigation
to definitely ‘trace the arrangement for the payment of
"Side money" on approximately 47 barrels. There were so

many other facts brought out in the evidence relating to

_this as more particularly set out above that in my opinion

Ball's statement should be accepted and the conclusion to
be taken from the evidence on the whole should be that
the arrangement dated back to the shipment of Februéry
11th, 1924 and that thére were 22725.21 proof gallons of

””the"better”gradewspirits*soid"pursuant~to~thisMarrangeﬁentr~~~+

(¢) That Jos. Kennedy Limited which was formed in 1925
did purchase from the Vinegar Company certain quantities
of the better grade alcohol which was illegally removed
foom the bonded factory. The investigation did establish
definitely in my opinion the purchasé of 19 barrels at
$7.00 ver galloh covered by the three cheques the stubs
of which bore notations of the manner in which the amount
was made up. There was no avidence given of any defiﬁite
arrangement between the Distillery, the Vinegar Company
and Jos. Kennedy Limited for the.sale‘to Jos. Kennedy
Linited of the alcohol that was supplied by the Distillery
and illegally removed from the bonded faotory but it was
proved that-George Reifel the managing director of the'

Distillery who made the arrangement with the officers of

the Vinegar Compény was the President -of Jos. Keﬁhodj

Limited and that Jos. Kennedy Limited was managed by
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Hgrry F. Reifel who was also a Director of the
Distillery.

(d) The evidence does not establish the conivance

of Frederick Deeley the kxcise Cfficer in the carrying
out of the illegal removals from the Bonded Factory

but it does estaeblish illegal removals to such an

amount and over such & period and under such cirenm-
stances that if the bxcise Officer did not conive at such

removals he must,havéwbeen,grossly negligent i@ﬁﬁhﬁww

periormance of his duties as Kxcise Officer in charge of
T A g

the Bond. I cannot conclude on the evidence that kr.

Dee¥3¥ did conive at the removals particularly having.

in min$~;ﬁa§\3atfggﬁg Sag;il became so familiar with
Deeley's method of verforming the duties that he was
called upon to perform on each occasion when they re@uired
alcohol released from the Bond that they vwere able to N
devise some method of diverting the better grade alcohol
without  his knowledge, particularly in view of the fact
that he was the Ufficer constantly in charge of this Bond
from the timq of the inception of Ball's aesociation with
the Company.

(e) The evidence does not establish that Xxcise Officer

-Frederick Deeley received from Ball or from i.F. Scovil

any amount of money in refer fice the alcohol so

unlawfully released.

—
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‘Analysis of sales of alcohol to

sunset Vinegar Company and
Eritigh_Columbia 1negar_00mpan5
;
Proof Gallons
1923 - mvo,25 - -
1924 12833.72 3127.63  2621.09
1925 8333.67 8823.17 -
- 1926 o 1557:82 - - 3141.32 o=
1027 - 346.17 -
29895.46 156438.29 2621.09
‘Analysis by Barrels
g 03¢ 248¢ 404
' 1923 - 105 - -
1924 186 46 41
1925 R - LA B — -
1926 24 47 -
1927 - 5 -
437 227
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