
z. 1- , r..2'f /-11-t 
~/. 

ROYAL COMMISSION 

TO ENQUIRE INTO AND REPORT UPON AFf AIRS OF THE 

HOME BANK OF CANADA 
And in the matter of the Petition of the Depositors 

in the said Home Bank of Canada 

COMMISSIONER: 

The Honourable Chief Justice McKeown 

OTTAWA, MONDAY, MAY 5, 1924 

No. 8 

UTl'AWA 
F.A. ACLAND 

PRINTER TO THE KING'S MOST EXCELLENT MAJEl:lTY 
1924 

I 



CANADA. 

i:N THE MATTER OF A COMMISSION appointing the HONOURABLE 
HARRISON ANDREW 2\IrKEOWN, a Commis:,,ioner to enquire into 
and report upon affairs of the HOME BANK OF CANADA. 

AND IN THE ::\1:ATTER OF THE PETITION of the DPpo.;;itors in the said 
HOME BANK OF CANADA. 

Before the Honourable Chief Justice McKeown, the above named Royal 
Commissioner, at Ott::nva, on Monday, the 5th day of May, 1924. 

Counsel: 

EuGENB LAFLEUR, K.C., AND H. J. SYMINGTON, K.C., 
for the Government of thr Dominion of Canada. 

R. J. McLArGHLIN, K.C.,· A. G. BROWNING, K.C., AND W. T. J. LEE, 
for the Depositors. 

McGREGOR YouNG, KC., for the AttornLy-Gcnaal of Ontario. 
R. A. REID, for rt'rfairi shareholders; (Oppo.~ing the double liability.) 

Mr. LAFLI:l'R: Mr. Commissioner, the Hon. Mr. Crerar has expre::,-;ed a 
de-;ire to te::tify in this inquiry; he wrote me to that effect, and he is present this 
morning. With your permission, may he be heard now? 

His LoRDf::lIIP: Yes. · \ 
Mr. REID: Mr. Cummic;sioner, before the witnc:-s i,-. sworn, may I say that 

I appear for a number of shareholders who have been active in opposing the 
double liability. I ask permi,::-:ion to be heard, if neces:,ary, at some time before 
the Commi:;.;;ion. I have bC'en a:::kcd to e0me here by one or two of the larger 
"hareholdcrs. 

His LORDSHIP: You might give me the names. 
Mr. REID: I appear, amongc;t othns, for i-rnator McCoil; the estate of Sir 

Hod 11lphe Forget, l\Ir. Rainville of MontrC'al, and a number of othen,, who have 
IF>l•n artive in oppm:ing the double liability and in defending themselves along 
important line-;, and any information that we think it is neceE.;:;ary to get from 
,-,0mc of the witnc,-.,-e:-; who may Le ea llt'd, we would ask permiRsion to get that 
information, if it i-; nerC'.,:sary to do o:u, without. in any way interfering with 
tliC' ,·ourse of the procC'edingl'. 

Hie; LORDSHIP:· Very well. Mr. Crerar may be called now. 
THu:-.r \~ A. CRERAR, sworn. Examined by 1'rf. r. Lafleur. 
Q. You may keep your srat, Mr. Crerar, because this may be a little long. 

For -ome time you were a Director of the Home Bank of Canada ?-A. Yes sir. 
Q. ·will you tell me the date of your fir,;t connection with the bank and 

how you came to be l'onnected with it.-A. I was appointed a Director in April 
or ::\lay, 1910, I cannot recall whirh month. I was approached by Mr .. Machaffi.e, 
the 1fana~er in Winnipeg, who stated that he had had a communication from 
the General M:.inager and President of the Bank, who was then General Mason, 
n,king me if I would become a Director and associate myself with the other two 
Directors in Winnipeg, as a Western Committee, to consider Western business. 

Q. And what did you do in consequence?-A. I accepted the offer and was 
appointed a Director of the Bank. 

78628-1½ 



412 ROY AL COJf 11 ISSION 

Q. Were any other gentlemen appointed from the We.,t at the rnme time?
A. Two had been appointed prior to my appointmrnt. They had already been 
appointed. · . 

Q. And their names were?-A. John Kennedy and John Pers~e. 
Q. The Mr. Machaffie you have mentionrd is the gentleman who was 

cxuminerl ht-re the other day, the former ~fanagcr in "\Vinnipeg?-A. Yes sir. 
Q. Will you explain what the:,;e W eskrn Directors were expected to do in 

regard to the managemrnt ?-A. We were expected to supervise and report upon 
business in the Prairie Province::'. · 

Q. Were you limiting your enrrgil'S to the We,:tern business?-A. We were. 
I might say that we did not attend Direl'tor..,' mcrting;, in Toronto. 

Q. You did have meetings among yoursPlves, I 1mppo:;;e, in the We,-t?-A. 
Yes, usually every week. 

Q. You exercif'ed an Dctive ~UPL'n·i~ion over the business of the West?
A. All the application-; for credit from the branches in the Prairie ProvincPs 
came hefore our Committee, were pa,-,cJ upon, approved or othc~rwi,:e, artd 
minutes of our meeting;, ;,c•nt to the head office in Toronto. ~ 

Q. Whi,t was the character of that. ·western busines::,?---A. It wa,; mainly 
small commercial busine<,:,1 and farmprs' business. 

Q. Was it of a satisfactory charactcr~A. Yes. I might ~ay that- in the 
first years' experience of the bank in Winnipeg, I think_during the first.nine 
months, a man named ForrE"'t had been locl11 manager and he had got some bad 
accounts or doubtful acrount--; on the bank's books. That was before either 
~Ir. Machaffie or any of the other \Ve-tern Directors were a-'-Ol'iated with the 
bank. After that the bminess was the ordinary business that come;i before a 
bank; applications from merchants in local towns, from farmers, and from 
business firms in Winnipl'g. 

Q. And the Winnipeg Manager was in the habit of consulting with you 
gentlemen, the three Dire1.:tors?-A. He was present at our Committee meetings, 
always. 

Q. Did you succeed in placing the "\Yestern business that you were super
vising, in a satisfactpry condition ?-A. We thought so. 

Q. Did you acquire, either for yourselves, or for some company with which 
you were a<--;ociated, any of the shares of the bank at the time?-A. Ye;,, the· 
Grain Growers Grain Company-of whirh I was then Pre!"ident, and am still
it is an amalgamated company since 1917-acquired shares. 

Q. Do you remember how many shares?-A. We acquired altogether a 
thousand shares. It might be a few more or less. Of those shares, the first of 
them were acquired if my memory ir right, in ~fay 1908. 

Q. That is before you were appointed a Director?-A. Yes, before I was a 
Director. And throughout the following year, I cannot recall the details, but 
the purrhaf'es were brought up to about a thousand shares. 

Q. Do you remember at what price. these shares were purchased?-A. \Ve 
paid $133 a share for them. 

Q. 33 premium ?-A. Yes. 
Q. You went on acting in that capacity right up to the time when certain 

repre:--Pntations were made to the l\Iinistcr of Finam·c. Will you tell me what 
the events were that led up to these representations to the Minister?-A. My 
only recollection of attending a meeting in Toronto was at the annual meeting 
in 1911. The next meeting that I attended in Toronto wa-; in November 1914, 
when Mr. Machaffie, the Manager in Winniprg, told Mr. Perss·e, Mr. Kennedy 
and myself, some time in the autumn of 1914,-my recollection is that it was 
in the month of October, but it is almost ten years away, and it is difficult just 
to precisely fix it. 

, Q. Perhaps you will be able to do that after refreshing your memory from 
the correspondence, if there is any of that date. Is there any as far bark as 
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that?-A. No, I had no corre:-:ponclenC'e at that date, but I recall that Mr. 
:Machaffie told us some time in the autumn, and I think it was in the month of 
October, that he had heard rather di:-turbing rumours as to some accounts in 
the Toronto office. Mr. Per::;-;e and Mr. Kennedy ,md my"elf con-,idered the 
matter, and in view of the fact th,1t the country wa-; at war and condition,,; in 
Canada were rather disturbed, we •concluded. that it was our duty to go to 
Toronto and safo,fy our::,dves in rcspe.ct of the rumours we had heard. We 
acr.ordingly went to Toronto in Kovember, 1914, and we met tho General Manager 
of the hank the day aftrr our '.lrrival. 

Q. Who was the General ~Ianager thc•n?-A. General Jame-, Mason. We told 
him our errand; and by the way I forgot to state that one of tl1e conside'rations 
that kd us to go to Toronto wa-1 the fact that tl 1e money available for loaning 
in \Ye,;t,rrn Canada was rr--tri< t<>d :-:omewhat, wl,ile we could sec from the 
ordinary bank ,-takment; that thr grrwral Joans of the b.:mk ,vere going up, and 
we mentioned this faet to General Ma"on and told him we wi;;hed to become 
more familiar with the bu;,inr~; of the bank than we were; that we realized w,e 
were Directors, with Diredors' re:-punsibilitics, that we were lornted a long 
dn,farlce from the head office, in Winniper., and that we wished to get informatio~ 
on the rondition of affairs in the Toronto office. ' 

Q. Did you attend a full melting of the Directors on that occasion in 
Xovcmbcr 1914?-_-A. Yes. I might :-:ty that in our intcn·iew with Grneral Mason 
he &Lttcd-if my recollrrtio11 is right, and I think it is,-that he would be very 
glad to gi,·e us all the information we wanted, and ~ggcsted doing it there. We 
told him that. we wished the information given at a Directors' meeting, which 
"ou!d b,e hl'ld in the ordinary cour:-:c on the following day. To this, General 
Mn>'on demurred a little bit, but we prcs,-rcl the point, and he E-aid,: "V cry well, 
gentlemen, I shall have the information for you." 

Q. And so you met your co-Diredors?-A. vVc met the Em,tcrn Director;3 
on the following day. W c went over the ordinary routine business of Directors' -
meeting,, and my recollection ii:, that General Mason then rnbmitted a statement 
of accounts in thr Toronto branch. of $25,000 and upward.,; that there were 
several of thr,;c tvTounts, running up to probably $200,000. My memory on that 
is not very clear at the moment. Aft.er he cunduded with those, he :;tated that 
there were three account,; particularly that he wi,-hed to mention ·to the Board, 
and he dealt then with the Frost account, whirh, if my memory is right, he 
stated was about a million and a half dollars. He mentioned the loan to the 
Prudential Trust Company, of $500,000, and told thr Board that the bank held 
as security to that a d,eposit that wat:i made of trust funds, I think for the 
Province of, X cw Brunswick. He then told us of the account of Sir Henry 
Pellatt. On that occa8ion I have a very clear rc<'ullection that he stated this 
account was a million one hundred thousand dollars. Our information wai; that 
it was higher than that, or rather according to the rumour w.e had heard. 

Q. By the way, let me hSk you at this stage, whether when you had· this 
conversation with Mr. Machaffie, about accounts in the Toronto office, he had 
specifical:y mentioned any accounts? Had he mentioned the Frost or the 
Prudential or the Pellatt accounts by name? Were you prepared for this before
hand ?-A. We were in this rb-pect, that Mr. Ma,chaffie, as I rncall it, referred 
to it as a timber account in Brifah Columbia. 

Q. That wai; the Fro<1t account?-A. And there was a loan to a trust com-
p:iny. . • Q. That would be the Prudential?-A. Yes. And a loan to some New 
Orleans railway. The information was just about in that way that we got, Mr. 
Lafleur, according to my memory. ' 

Q. It was in vague general terms?-A. Yes. 
Q. Then did any further discussion go on between you and the Eastern 

Directors ?-A. Yes, we pressed for further information in respect to these 
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accounts, and we ,,ati:-fied our;;elve~ from all tlie information we could get from 
(le1wral Mason at the time, that the trut-t fund:,; of the New Brunswick Govern
ment were not security to the Prudential Trust loan. Tlw meehui; went on, a.;; 
I recall it, all the aftrrnoon, and we adjourncrl wif1 thr und1,r~tanding that we 
would mrrt the following day. 

We met on the following day, and learned that the Pl'l!att loan was con
c;iderably in exeP~- of the amount that Uencral ":\bHm had ~tate,l the day before. 
I have forgotten thr amount that that finally :1,;-:uml"d, but my memory is that 
it was around a million and three quartrr~, or a little in rxee::-;; of that. Of that 
I cannot be very certain, Mr. Lafleur. The a<:toni::ihing thing to u.., at the time 
was that our rol!Pa~urs, the Eastern Dirrc.tor:o, apparently were not aware uf 
the 1·ondition of thl ,-.( loans or the cid,ent of them. 

The situation· wa.8 very un~ab,fal'tory. "'r did nut, as I recall it, at the 
Board meeting,, at that time, prrs;; for any rh11nge in till' gPnrral managrmrnt, 
although we did privately, Mr. Per:::-:c and myst>lf, to ,;ome of the Ea;-:tern 
Directors. ThLy profe':'"ed them~elYC::i very much ,-.urpri:-ul and di~:.-ati:'fied 
with the condition of affairs. In the meantime the un<ler;;Lmding wa\ that 
more information would be sought as to the -.tate of tlw-:e a!'!·ounts. Thr whole 
t bing was rather confu-;ed. We wanted to be drar a;; to the nature of the ,ef'm-ity 
en all the arcount.;;, ::ind we Wl're unable to ~ 1ti,-.fy our,-;e: ve- fully at that time 
upon that, I think largely, I may say quite frankly, 1\Ir. Lllflcur, bet·au~e we 
frlt we f'ould not altugethpr rely on the c;,\1wnl \fanai!n's ,-,tut,·mmt,-.. 

Q. You th~mght you were not grtting all the infvrmat.ion th.it you WCTe 
a-;king for?-A. 'Well, tlwre was th1t qur;:-.t.ion, and th,·re wa,; tLP que~t;on of 
th rnliability of the information we werp getting. 

Q. You mcntiorn·rl your dis~ati--,fartion to ,iome of the E1-i,-tern DirPrtors, 
and you found that they ~h,trNl it? Can y0u remember who th('~e Lac,krn 
Dirrrtors were tluit you conferred with? I rlo not a:-k you for the whole of 
them, but those you remember haY;ng ,.;pokrn to.-~A. ":\Ir. l\IeDonell, the late 
~enat.or MrDondl; and Mr. Mc.Xaught, pnrtil'Ularly. There wa,; ul~o J\Ir. 
Goodcrham and a Mr. Flynn. I think the,-,, ,, ,·re the Ea~tnn Directors. There 
may have bern another that I do not recall. 

Q. At any rate, those were tlw pel'ple t!t:1t you talked to?-A. Mr. 1\Ie
Donell and 1\Ir. 1\fr~aught part,icularly. 

Q. Was that 8ubstantially all tl\nt was di:--c·11..,:.:1·1l at that mert.ing?-A. Yes. 
Q. And then did you prolong yuur :-by in Toronto?-A . .No, we had to 

return to Winnipeg berause we had busine~w.., of our own to look aftrr. 
Q. Was any understanding arrived at as to what should be the ou~cofne 

of this conferenct•"-A. I do not recall that. I do recall that we pressed for 
an in,;;ped:on of the Toronto branch particularly. I might f.ay that we dis
rovered that the Toronto branch had never been inspected. 

Q. I wa:; goin~ to ask you that. It wa ~ then revealed to you that the 
branrh was uninspected ?-A. That it was uninspected. 

Q. And did you come to any decision as to that for the future?-A. Either 
at that meeting or the meeting following. whirh I think was in December, it 
was decided that the Toront-0 offire should be .inspected, and the Montreal office 
as well. I might say that the reason given by General Mason, when we asked 
him why the Toronto office had nut bren im:pected, was that the busine,--; of 
the Toronto ofliec came regularly before the Board of Directors every week 
and it wa::, not thought necei;,;ary to have it inspected. 
• Q. That is the bu::;iness of the branch was a:,; it were, merged in the head 
office busin~s?-A. Yes. . 

Q. Then did you leate for the West the same day that you had that meet
ing, or that evening?-A. Yes, that evening or the following day, I cannot recall 
that. 

\ 
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Q. Did you have any further interviews after the meeting with any of the 
Direrton; or with the Manager?-A. I do not rerall any interviews with the 
Manager. I rerall transartion,; we had with Mr. MrDonell and Mr. Mc:N"aught. 
I do not know whether that was after the meeting was over or during the pro
gress of the meeting. 

Q. What at'$Urance;;, if any. were given you as to the future conduct of 
affair-;?-A. The Eastern Directors a.,:-;ured us -that they would give their close 
attention to the business. 

Q. And then you think that at that meeting. or possibly it was at the next 
meeting, a regular inspection of the Toronto and Montreal branches was det·ided 
upon, but you l'annot charge your memory as to whether that was arranged at 
that meeting or not?-A. That v,as arranged either r.t that meeting or at the 
following meeting, according to my rerollection. 

1 Q. Then you three Directors went home, and what happened next?-A. 
The next ocra,;ion was a meeting in December, if my memory is right. 

Q. Drcrmbrr of the same year?-A. Ye-;, of the s·1me yPar. 
Q. Do you rcmLmber tl1e exact dat1t of that?-A. I think ,it was towards 

the end of Dercmbrr. 
Q. And that meeting was in Toronto ?--A. Yrs. • 
Q. Between the :November meeting and the Det·Pmber meeting did any

thing notable orrur? Did you hear any more rumour,, ur complainb?-A. No. 
Q. Were you a::;ked to come down to thi" December meding?-A. :No. 
Q. Or wa::; that of your own motion ?-A. In fart I might say that I thi.nk 

on practically all the occasions that we came to Toronto, we came of our own 
yo]ition, ur a,; the re5ult of an under,-.tanding with t.he Ea,,t.ern Directors. 

Q. Will you tell us what happened when you came down in December?
A. Thrse accounts were all considered again, and additional information witb 
re'-pect to their posit.ion, and the -;eruriti( ", partirnlarly on the Pellatt account, 
w:1-; plarPd before the Boarc~ , 

Q. That is in the December meeting?-A. Ye:::. 
Q. Between the November and the December mec-ting, were any state

ment-, or explanations Hent to you by the Manager in Toronto, or by any of 
the Eastern Dirert.or:-? Was anything forwarded to you?-A. No not that I 
recollect. 

Q. No communications?-A. No communications that I can recollect. 
Q. Please go on then with what happened at the December meeting?-A. 

We were .:;till' prc-;sing or urging on the Ea::itern Directors that there should 
be a ehange in management. I think it was on that Ol'l'asion that some of the 
F,a,tcrn Directon, suggeRtcd to us that Mr. Couper ~1:awn who was Assistant 
General Manager, should be promoted to the position of General Manager. 
I recall very di-:,tinctly that we opposed that. At this meeting in December, 
a deri,ion was rearhed to appoint a Committee compo.:;ed of the local manager 
of the head office branch, Mr. Dodds, and Mr. Adair, who had the title of 
Supervi;:;or of Ontario branches, and the A:'~istant General Manager, Mr. 
Cooper Ma;:on. This Committee wa,, to give particular attention to getting 
,additional securiti8:5 on the accountfl and getting them into the beRt shape 
po~:iiule. 

Q. Mr. Crerar, perhaps it may assist your memory to refer to a letter 
'.lddre;::sE:d to Mr. ~cDonell who was then one of the Directors, dated the 17th 
of February, 1915. (Ex. Xo. 10, Page 24). It i,- i,igned by John Persse, T. A. 
Crerar and .John Kennedy. In which you relate in a general way what hap
pened at the,-,e two meetings. Would you like to have that before you?-A. 
Yes. 

Q. In that letter of 17th Febru1uy, 1915, you refer to the discussion that 
took place at meetings of the Board of the bank held in November and Decem
ber at which Western members were pre:,:ent. It may refresh your memory 
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.and enable you to fix dat.t-, if you rc·ad that lcttf r. Tktt confirms generally 
what• you have been relating and perhap;:; enables you to give me toume more 
partil·ulars about the December mreting which you were referring to.-A. Yes. 
Tlw Committee that we wished to appoint at the December meeting wac; 
really to super;;:ede the General Managrr in the condurt of the bank's affairs. 
My recollection on that is not clear, but it is clearlv 8L1ted in that letter. 

Q. And you recall what wa,: said in the memo 'in that rri'.ipect?-A. Quite. 
Q. Kow, what next do you bay a,-: to the meeting in December?-A. The 

General Manager was abi:;f'nt from t'id rnrcting; he was in the South on ac
count of ill-l1ralth, and the Toronto Dirrl'tor:a did not wi;;:h to pa~,; tlie re~olu
tion t.hat I h:.i.v0 ju-;t referrerl to, t!iat i:-, having a Cornmittre rnper,;r~e tJy 
Genna! 2-\1anagl'r, in hi-; aL::icnrc. I might Fpy hrre that one of the diffi.cultir;: 
we had at that time wa-, the m1willingne~-, of the Toronto Directors to do any
thing that might reflrct on the Ma~on-:, rither fathl'r or son. \Ve recalled that 
the uncler'-'tanding wac; that whrn Ornrrnl Mnc;on returned this step would br 
taken, and we were surprised when w,~ IP:1rnr1! a week or 1-0 btt•r thut in~teacl 
oi tlrn Committt>e u~.:uming the powers that we Lad dcoirrd 1t 8hould ban of 
practically looking :ifter .the busine~" of thr bank it was re,:tricted to looking 
aftrr certain areount-;, and with a view to getting improvement of security, 
and that the General Managrmc·nt of tlw in ,ftution was ~till in tbe hands of 
Gcnt>ral Mason. 

Q. When did you lr'lrn tliat your rrrommPndation-; in that resp~ct had not 
been given effect to?-A. In a !rttcr, I think. I cannot jrn,t recall that. 

Q. A letter written by Mr. Perssr. You are referring to this letter of the 
17th of February, 1915, thilt, I have ju"'t ~hmm yuu?-A. No. We :ctrn--t have 
had some communication from Turont.1 gidng a copy of the rc,:olution that 
had been passed. 

Q. Ye-i. Well, perhaps the letter of the 23rd of April, 1915, addressed by 
Mr. Pemie to J\fr. Ylacdonell. i-; that thr one?-~. Wh1.t is the date of that 
letter I just read? · ' 

Ylr. SYMIN"GTON: The 17th of February, 1915. 
Mr. LAFLE1.'R: It is in the letter of the 17th of February, 1915, where you 

re:er to the resolution that w:i.; pu-':iccl, in the following term::i: 

"It was moved, bCConded and rc-;olvLd that the further dutie-; pre
:-:rribrd for the Asbit;bnt General :\Ianager, and his asso(;iates MrPsro;. 
Adair and Dodd:', in compliance with the derision of a meeting held on 
Derember 30th ult., will be as follows: 

(A) Place a:::.:cts in a more liquid shape. 
(B) Report on po,:jble economito. 
(C) Get in Pa~t Due Bills. 
(D) Obtain further srrurities on aeeount.s, where consid

sidered neeesrnry or desirable. 

I am aHuming that tliis rn;:olution was urloptrrl a'::l one intendid to 
carry out the purpo~es and intent of the resolution I had submitted on 30th 
December. As a matter of fart, however, it hai:; not by any means that 
effect, the m,olution submitted by me !ooking to the affairs of the bank 
being carried on for the pre.,,ent by the Committee named in it, so that 
in the meantime the Grnrral -:\Ianag;rr would be reliewd ·from doing so. 
It was quite apparent too, and admitted by all pre!'\ent, that such action 
was advisable became of the rondition::; then di,:rlosed. The resolution 
that wa-, afterward-; adopted, you can quite see, had no such effect." 

I am reading from pagrs 25 and 26 of the printed record. Is that the com
munication you referred to?-A. Yes. 
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Q. Well, tr l·n, what happened after that, Mr. Crerar, as far as you remem-
l)('r? I see from an extract of letter dateJ 14th June, 1915, from the General 
.Manager to you, that you were apprised of Mr. Goode'rham's re:;ignation?-A. 
What was the date of that? · 

Q. This is an extract of letter of 14th June, 1915, from. the General Man
ager to ·you, Exhibit 13, page 29.-A. Well, there wa!l another meeting ~n 
Turonto before that time. 4 

Q. I will ju~t show you, that letter if you want to refresh your memory 
on it. You think there wm, a meeting before that in Toronto, that is, since 
Drr:ember and bdore the 14th June, 1915?-A. Yes, we attended a meeting 
in May. I am ·trying to recall whether there wa::; not one in ::\farch, but I 
recall V<'''Y distinetly ,a meeting in ~Iay. 

Q. Do you remember what orl'urred at --that meeting?-A. There was a di,,cussion of tho:oe account-,, and the position we were in, and the reports from 
thi:-; Committee, as to what success it wa-; meeting with in getting additional 
;:ecurity, particularly on tlw Pellatt ar!'ounb, were presented to the Board 
and di:-< lb -ed, and l\Ir. Adair and ::\Ir. Douds, according to my recollection, 
attenJrd praetically all of thC':::f' -;c::,.;ion;,. I might say this, that., from the fir:;t, 
the Toronto Directors were very insistent that thc~P ael'ounts were well :;ecurcJ. not only in re.,:pect to the three larger a<·~ounts but in rc~pect to all the account.:; 
in t lie Toronto office. 

We were handicapped-speaking of the Western Directors-from the fact 
that we did not know the people who were doing busine::is with the bank in 
the Toronto office, and I had prr:-onally, and I think Mr. Per:::,e had, a pretty 
high r<'gard for Mr. Macdonell's ju<l~ent and Mr. Mc:N"aught's judgment. 

I recall at this merting in May that the account~, were gone over and a 
Ji;:cus::.ion took place as to the advisability of writing down the reserve of the 
:bank which then stood at $666,000. My recollection is that we decided to 
write down the re -erve to care for some arcount::i in the Toronto branch, and 
I think po~;,ibly there may have been one oc two in Winnipeg. 

At that meeting also it wa:s decided that the dividend,-, should be redurrd 
to five per cent. Hitherto the bank had been paying seven per cent. 

Q. Paying seven per cent?-A. Yes. There was the usual discussion, of 
course, about the management of the b[\nk. 

Q. You were still im,i::,ting that there should be new management?-A. 
Oh, absolutely. There was not a meeting of the Directors from November, 
1914, or cGrbinly from December, 1914, on that we did not urge that upon 
the Eastern Directors. 

Q. Yes, and they were reluctant to carry out your wisher,?-A. Yes, they 
were reluctant. They finally came to the conclusion that Genrral Mason should 
he ;;uperseded as Genereal Manager, but. their view was that Cooper Mason had 11:iven very faithful !Service to the bank, and I think occasionally in 
Dircrt-0r's meetings,-! cannot recall that but I can ;ecall clearly outside of 
Directors' meeting that that view was pressed upon the Western Directors and 
we would not agrPe to it. 

Q. What elf;e happened at the May meeting that you recollect?-A. It 
was decided that the question of the General Managership would be considered 
after the Annual Meeting which took place at the end of June. When we 
came to a discu--~ion of the change in management something always arose to 
put it off, but the undcr,-,tanding was that that would be' considered after the 
Annual Meeting which took ,place at the end of June. 

Q. Did you attend that Annual General Meeting in June?-A. Yes, sir. 
Q. With your two colleagues from the Wef't?-A. I think they were pres

ent. I am Jot 'lure that Mr. Kennedy was, but my recollection is that they were 
present. 

I · 
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Q. \Yell, then, what happened there, anything special?-A. No. 

Q. Anything special that bears on thi:; matter?-A. When we reached 

Toronto-I think it was Mr. Persse and my-,l'lf, but of that I am not clear, 

but ut any rate I rerall this: The statement,- had not been sent in to th<.; 

Dypurtrrn~nt of Finance. Our undrr-,tanding was that the m,erve would be 

rut. down to ~300,000.-' We found that it had been cut to ~400,000. The Anm1 •tl 

:Mreting took place. The report" We're submit<tc,l, and ti.at is the first orr:u-ion 

upon which I met Mr. Haney. He wa:5 a -<hareholder, and he wa-; pre,-,ent at 

the merting, and I recall that he '-'p0kP, aftt·r the statement--; haq, bC'en sub

mitted, and commended the Board iur writing down thPir rrsrrvl, and eom

,mrnted on thP fo,·t that we were passing through trou,Jlou;; timr3, that the ·war 

had disturbed business eonditions very great Iv, r1nr:l grnerally e0mm1•n<led the 

action of the Board. Then after tliat ml<•ting ,vas over there waR a Dirrrtor:::' 

meeting, and the propm,al WllR, I rerall, very wrll di:;ru,:;ed in the Dirertmt-' 

mlrting of a change in the (knC'ral ~fona~n~hip. (knrral Ma:-on oppo~rd it 

Vl' ·y ,trongly, and :-htr!tl that hi-, living neprndl'd on the bank, he had bern 

as..,nriat('(l with it for a great many yrars, and felt that it would be aJverscly 

1·nmn11 ntrd upon by the public~. I told him Yery frankly, in the presenre of 

the other Din•r-tor,-, thnt, as far a;; I w:1:; conc·Prnd, tl1ere had to be a <'hane;r 

;n the Gem·ral ).lanagn,hip. I wa,.: quite agre,,ablr t.hat Grneral Ma:-011 

..;hould rebin the Pre-,idPncy of the b::mk but that a General ::Vfona~er i-hou~d 

be appointi•d, and I told the otlwr Dircrtor~, and I t0lrl Cooper Ma-on 

al>"'o at that tinw '.hat I would mver r·11n•<'nt to Cc,1p2r l\Iason bein~ nuuk 

General l\lan<1grr. 
Q. Wa-- Ucm•ral )h-,m a trainrd banker?- -A. I rnnnot say what hi-; <'arly 

cxperirn1L' wa,-, Mr. Lafhur, but T ,ny qui1·h'y formed thl' i111pre 0 ,ion th:1J he 

wa;; not. 
Q. You were de:'iring the app:)intmcnt of a man who had hod :oomc practic:11 

e\.pPri1 mc in hunkinir, were you not ?--A. Ye,. I may say in p:1--sing, when 

you a,:ik mP the quP"'tiun of (krn·r'!ll l\1a--on being a trainer! bankcr, thµt our 

experi1>nrc in the Winnipeg office 1,,·I us, a,i DirPd• ,rs in the fir..;t frw Yl'rtrs that 

I men• ionrd wl1en WP were srru+inizing the,-e W r,tPrn aerounts and b1•fore we 

1·ame to Torontn, to believe, or rather we formed the irnprcs:-'ion thut General 

Ma.;on was a C'un,:crvative man bv h;.., treatment of our rcrommendations, and 

his attituclc to the bu,-inr:::f' in the Wt "t generally. 
I recall on one oecasion that ~mne rumours had got around in ,vinnipq~ a;; 

to the eondition of the acrount of the Grain Urow1r'-' Company, whirh was with 

the Home B:mk. Our Gr::.in Manugcr hac l unwisely entered into a little grain 

,-peculation whieh 1·:, used rnme r·onnr:.l'nt that rearhc<l the head offir<' of the 

bank, and on that or1· 1sion Gl•nf'r'.11 Mason sent a man direct to our head office 

to go througl1 thC' hooks of our Company and sati,:fy himself that, the account 

wa,- i:,afe. 
ThP,-t' farts, tt::i I r-:1y, gave Mr. Per:;e, Mr. Kennedy, and myself, the imprc,:;

;.ion that General ~1.a:-on wa,; con,;ervative. 
At this Dirrl'tor:-' meeting immediately following the Anrual Meeting of 

1915, this quP:-tion of the Gcmral Managn<,hip was dii:,,•u,,;cd, as I have :-aid, 

and I told Cicneral 1\Lt~on that, as fa1· a:- I was concernrd, a change had to be 

madP, and he rathPr ironically askPd who his smrp,-,.:or wa;,, to be. 

We had in mind then "'.\Ir~ Bird, who was Manager of the Montreal offiC'e, a:-; 

General Manager. 
As a result of the dePi.,;ion rearhrd by the Board, Mr. Adair, in the spring of 

1915, made an inspection of the Toronto and Montreal branches, and when 

we came to Toronto in June, 1916, I u::;ked Adair how he found thing-, in i::i 

Montreal, and he ,-aid he found them in Yery good ;3hape. He told me then 

that he had told :\Ir. Bird, who wa:, the Manager of the chief Montreal branch, 
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the whole position of- the bank's affairs, and my rernlledion is thiit he hari 
inquired of Bird if he would be willing to take the General Managership and 
Bird said he would be willing to ccnsider it, and thi.3 suggestion was made by 
the Western Diredors at tlii:s Directors' meeting following the Annual Meeting 
in June. 

We could not get tht Eastern Director;; at that time to agree with us. They 
thought things were going to work out all right. The Committee was doing good 
work, and I remember one or two of them -I cannot recall which ('nes exactly-
1,tated that General l\Ia,,on had been responsible for getting these arrount" on the 
books and he ,hould he made to [1.Ccept his share of rc•-::ponsibility in cb111ing 
them up. -

After that meeting I recall that I had to go to "New York. I came back by 
Montreal, and I met l\Ir. Bird. I had never wet h;m pen-onally before. I found 
that Mr. Adair had given him all the information that we had, pradically, 
in rec;peet to thuc partiruLtr aC'rnunts. I disru",cd with him wht:'ther or no+ 
he ,vould art·cpt the General Mancigership. He ,-tatt:'cl that he did not care to 
take an engagemcut that would mean his fo ine; in Toronto, that his family 
and :,,ori~il ronnertions were in Montreal, but that he would be willing to 1 a!,e 
the position of (lf'llerar Manager "Pending ,;rvcral day,; a week in Toronto; 
or, he suggc:,;ted, he might go on tlie Board of Dire<'iors with the po,-ition of 
Manaring Diredor. 

I may say, too, that I a:-:ked Mr. Bird at that t.irhe what hP thouglit of the 
gener:il po:-ition of the bank. Mr Per:sse and my:3elf were f.'omewhat roncerncd 
about it. l\fr. Bird told me that he saw no rrason why the bank should not be 
made a good, comfortable little in,-.titution. He mentioned the fact th.it other 
banks had had heavy losses and had re<'overPd, but he said General ::\LL"on w:.1-,; 
an incompetent General Manager. He spoke about the extravaganre with 
whi,·h the ba11k'~ bu-,ine~8 wa" t·<-nduded, there was no due regard to crunomy. 

I may ai:-:u say that Lefore the Dirertor,,' meet;ng at that time disbanded 
we were to have another meeting later in the :-l'a:,,on when this que-,;tion of the 
General l\It:nagcr,-hip would again be con;;idcred, and that, as I recall, terminated 
the mat.ti r,< that WPrc ron-;idered at that meeting. 

~- \\i ell, 'then, there wa>< no mr-eting, I believe, between that time and the 
meeting you had in the fall of 19]5?-A. TliP nr-1-.t meeting wa8 in September, 
as I recall. 

Q. And you r·ame to that also of your own acrord?-A. Yes. My recollec
tion is that after the Dirertors' m<'<·ting at the end of June, 1915, immcdiatl'ly 
after 'the Annual Meeting, Mr. ::\IcX aught wa,; going away for a holiday, either 
"'.Vlr. Mc~ aught or some of the Ea:atern Dircdors were, and the understanding 
was that another full Board would be culled as soon as they returned. 

Q. And did you and your rolleagues from the West attend· that meeting 
togcther?--A. I think we were all present at that meeting. 

Q. Now, will you 'tell me what happened at that mecting?-A. WeLI, the 
chief matter that was LliscU-,,,<l'd at that meeting was this question of the General 
Managership. We put forward the suggc:,;tion that :Mr. Bird should he made 
General Manager, or approached to H'e if he would t:1,kc the General Manager
ship of the bank. I may say we met just the rnme difficulty that we had 
experienced before. It was quite clear to see that a few of the Ea;;t.ern Directors 
wanted Cooper Mason for General Manager in succession to his father, and ac:; 
far as we are concerned from the West w~ would not for a moment support it, 
and I recall giving my reasons to the Eastern Directors. I recall stating this-

Q. Stating it at that meeting?-A. Yr-,-, stating it at that meeting to the 
Directorn that the position of a General Manager and As:-i:-;tant Gmeral Manager 
in a bank, or any other institution, should never be hell1 by father and son, and 
that I did not think that Cooper Mason had the qualifications for this position. 
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\Yell, the W E;,-t(>rn Din·ctor8 went home frorn that meeting very dissati::;fied. 
There were, of eour:-0-, di::;cm~ions as t-0 thr·t• variom arcuunt-,, particularly the 
X ew Orleans account. 
· Q. Did you get any further light on that account?-A. ·we were getting 
furtl~er -;takm1·nt., from time to time us to the improvement in the 'Security in the 
Pdlatt aer,ount. At all thr,-r nwrtin~s the:,-e arcount.-s wt·re cli:;1•u,-.;c<l, I think, 
perh.:i,p:-, in mv reeollrc·tion· the New Orleans giving us a little more concern than 
th<' uther;;c. Tbe Pellatt ru·, qunt. in the judgment of the Eastern Dircrt-Or:;,, wr.:
safr. I mean in the 8rn:::r that there would not be a lo:::s in it. ·we were told 
what a grra• man- ~ir HPnry Pellatt ,rn'-, a P7r1~ fo-rr in Toronto, and tl.1·rc 
certainly w,1-; a gnat li,-,t oi ,:rrurities, the value of "·hid1. we naturitlly thought, 
the Ea:-tPrn Dirl'l'tors would be more familiar with than we were. 

q_ I "'"P you thrPe \\'1°,:tt,rn Director::, ,uutc· on the 5th Xo,·ember, 1915, 
Exhibit Ko. 14, to Colonel Mason, referring to Mr. Lacey's report on the value of 
the Frn,t :-ccuritiP"', and you exprc-, the hope in t'.1::t letter that it might reach 
}ii-; I ,t11d-; before the elate of the rn·:-..t nw1-ting, so t1iai evidently tlwre had been 
HmP di,-eu,:,-;ion of the Briti,-h Columbia acrount?-A. Ye:::. 

(~. "\.nd an undertaking to get a niport as to the value of the ~crnrity?-A. 
That bring~ lmek to my mcmnry the fact that the originn,l crui~er's reports on the 
Frr ,t timbt r ,, "re in the po· ,•:-,ion of the bank. I tl1ink maue by the cruisl"r :that 
1<'ru,-t had boui;l,t the tim\J('r from. \Ve dcc.'i.rc,J to have that crui,-0 rhrckc,l up, 
and that matter wa" di,-.rn:<f'ed at one of the Directors' mcrting earlier in the 
ytar, and aft.er inquiry, if my memory fl\rves me riµ;Lt, from banks in Chicago 
we determined to employ the firm of Lacey & Company to make a cruise of 
th,P limit., and giYti a n·port on tlwm in order that we might h:we a chetk on the 
information alrt•ady in uur po,-,-r,-.,-;ion. · 

Q. \Vas tl:at a firm in good ;;:tanding?-A. Thl·y wrn• rl'nmmended, ,i,.:: I 
rt'l'all it, I think, by the National City Bank of Chicago, but I n'mrn1bcr inquir
il':-' "·rre made a,i to ttwir ,-.tanclinf, and we were told that Larey's rrport~ wrn· 
accepted by banks and liy bonding e11rn•1·rns in tlw rnitl"l State-; W;'CTe timber 
concrrnR might wi.,h to bond standing timber. 

Q. I gather from what you have f,Uid that you left that Septc>mbPr meeting 
not altog<-tlwr ,ati,fit1d?-A. \Ve WL're very di~,.;afo,fie<l. We di,;russed what 
ac-tion we .~hould take, and after our return to Winnipeg furthrr di;.ru,-.ion,,, took 
place. I may ,-.ay that we kept Mr. 1\Iad1affie fully advj-:ed in Winnipeg of what 
was taking pla('(' at thP:<e -i.·ariou;; Direetor,-;' mctetings, for the reason that ~Ir. 
:\Iachaflic had had a long experience as a banker, and we wanted all the a~si,-t
ancc we rould get in reaching conclu8ions or decisions, or in shaping our line of 
arti• ,n. 

Q. You wanted to know how to prosrcute your inquirir:=-, what to ask for?
A. Prcci;.:ely. 

Q. V rry \\ ell, what next took plat,c after the September mreting, what was 
the next event?-A. Wt' ronsultrrl ::\.Ir. JamP:< Fi,:her in \Vinnip1·~ somP time in 
the autumn of 1915. \Ve were srriously concernpd about the position of affairs, 
and I rrcall that even a;.: far bal'k, as the rnmmer of 1915-I am speaking of th~ 
Wrc;trrn Dired-Off-we had consirh·ml the mattrr of bringing the bank'-, posi
tion to the notice of the Minister of Finance, especially because of our inability to 
get the changes made in the management, and we eonf'Ult€d 1\:Ir. Fisher, as I say, 
in the autumn of 1915. As a mattrr of fact, as I recall it, Mr. Machaffie advi'led 
us to do this, \nd thereafter we arted throughout pretty much in accord with 
Mr. Fisher's advice. 

Q. Had anything occurred in regard to the appointment of Directors that 
you aJ,-o di,-approvcd of?-A. YcR. We were notified by the General Manager 
Pady in 1916-
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Q. That is sub,,cquent to the period we have been referring to. I was asking if, in 191.5, anything cbe occurred that you recall?-A. :No, I recall nothing. 1 do not think there was any meeting after September, 1915. 
Q. Perhaps I had-1.ietter not interrupt what you were sayini::;. I would like you to identify a letter, Exhibit 14. I quoted from it a moment ago, but I would like you to look at that letter and identify it as a letter addressed by the three Western Directors. It is on page 30, You were there addressing the President: 

"The \Vestern members of the Board have since the September Meeting which we attended, been giving earnest consideration to the condition of the Bank's affairs, which were then the subject of discussion. We are now mo::it anxious that another meeting be held not later than the 15th December next an.d would be glad to learn that,suchi a meeting has accordingly been called." 

Xow, wa.,; there another meeting held in December, as for as you remember? -A. Xo, my recollection is that there was not. 
Q. What was done in corn,equenre or following upon the consult,ation you had with Mr. James Fisher, what steps, if any, did you take?-A. TlH•re were letters exchanged·. I think we were asking for _additional information. I am not clear at the moment as to the dr.tes of the letters. 
Q. There is one on page 33, addre:::sed by the General Mana~er to you, informing you of Mr. McNaught's m-ignation. Will you look that up, please?-A. What is the date, of that? · Q. That is the 31st December, 1915.--A. Yes, I recall that. Q. You have no letters that have not already been filed ?-A. No, I think 

:9-ot. Q. I was just asking that with a view to ascertaining whether you had any furtl1er corrr~pondence to Rroduce. You recognize that letter?-A. Yes. Q. Then on the 6th of January, page 34 of the printed record, you addressed a letter to General Mason asknowledging recl'ipt of the letter of 31st December, Exhibit 16; that is Exhibit 17?--A. Yes. 
Q. And you say that you have shown the letter to your Western colleagues and that you cannot understand the action that has been taken but that you will take it up later. This action is the appointing of these Directors?-A. Of Mr. Haney. 
Q, Yes, and that was done without your knowledge?--;A. Quite. Q. What was done then in consequence of your consultation with Mr. Fisher? What ~tep did you take? You say you had previously contemplated laying the matter before the Minister of Finance, when was that done?-A. I do not get the meaning of your question, Mr. Lafleur. Q. I want to know when you laid the matter before the Minister of Finance. You did it through Mr. Fi,-,her, did you not?-A. Yes, ;;ir.• ' Q. And, we have Mr. Fi,,her's letter addressed to the Minister accompanied by a file?-A. Before we come to that, Mr. Lafleur, we were advised a little subsequent to this letter of January 6th of Mr. Haney's election as a Director, I think a week or two subsequ·ent to that, at ap.y rate before we made our representation through Mr. Fisher to Sir Thomas White, that Mr. Barnard had been elected a Director of the bank. 
Q. Also without your knowledge?-A. Absolufoly. 
Q. And you complained of that, I see?-A. We complained of that, yes. I mean we complained to the Eastern Directors, and to the President of the Bank, that these changes were made on the Board without any reference or consultation with us whatever. 
Q. Yes. Have you any other event that you want to relate before you come to the repres~ntations that were inade through Mr. Fisher to the Minister?-A. Nothing further than this, that we placed all the knowledge we had in connec-v 
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tion with the,-e accounts of the bank's position before Mr. Fisher, anLl we con

sulted ;v:ith him as to what course we should take. We had bPrn unable to _get 
the farts froni the managrment that we wished. We had ,;cen the action of 

the Eastern Direct.ors in electing; Mr. Haney and :Mr. Barnard to the Board 

without eonsultation with u:-, and whi~e we rrrognized that the step was a very 

,-erious step we did that after must <·rut>ful con:-ideration, reaching the decision 

that the Minister of Finance should be acquainted with the bank's position, 

and Mr. Fisher preparP<l the memorandum and the information that was later 

handed to Sir Thomas White, I tliink, by Mr. Fi::;her, prrsonally in Toronto. 

·we recognized that we were pai;:c.;ing through a ratht>r strenuous time. The 

war had been in progress for almost a year and a half, and that wa,.; a fac·tor 

al:;o, I think, in. our reaching; the deci~ion to place it before the Minister of 

Finance. We were quit.e avrnrt) of the fart that if any large numbt>r of de

po:-itors should approach the bank and withdraw their dcpo~it-: t.hc position of 

the bank would be serious. \Ve could not gPt the change in the rhana@:ement 

that, we wished, an<l having in mind the fart that the Eastern Directors were 

not co-operating with us a-, we tliought they ,:houkl, and taking into eonsidera

tion the g<'neral war conditiorn, it led us to taking the seriou,- r=;trp of rnhmitt.ing 

it to Air Thoma~ White. . 
Q. Will you look at the memorandum whi<'h wal:> handed to Sir Thomas 

by Mr. Fisher (on page 12, Exhibit No. 2). There is more than one memo

rarnlum but this seems t.o be the earliest in date, it is eluted January 22nd, 1916. 

-A. I have two here. 
• Q. You sre a]s() Exhibit No. 3, another <'onficlential memorandum of the 

same date, and then a furtlwr one of the fiame date again (page 17, Exhibit 

No. 5) you see tho,:e three?-A. Ye;:;:. 
Q. You identify those as the memoranda which were submitted to t.\1e 

:'.\Iinister by :'.\fr. Fisl1cr on your behalf and by your instruf'tions?-A. Ye:-;, I 

think they are the memoranda. 
Q. They are sub~tantially the complaints or repre,rntation;-; that you in

trn<led to lay before the Mini,;ter?-A. Yes, sir. 
Q I_ nerd not take you through the whole of that, we are pretty familiar 

with thr nature of those complaint-f', these memoranda have been read; but in 

sub-;tanre tlwy contain your observat10n" as to the con<lurt of the affairs of 

the bank. 
Q. Now did you yourc;elf attend before thr, l\Iini,;ter with Mr. Fisher?-A. 

~o, sir. 
Q. Not at that time. Thi,: whole file which is annexrtl to t.hc,:c memoranda 

are the document-; whi<'h you gaYe to ~r. Fi,hn to rnbmit to the l\1.ini,-t.er?-A. 

Yes, sir. 
Q. Then" 1,1.f, was the next t1,ing you heard of in <'Onnc<'l:on with the ,-ub.ie<'t 

after f ·e ,:ubmi,-,:ion of thc·,r repre:::;cntation".! to the Minister?-A. A IDP.eting 

of t!.e Directors in Toronto tov, 1rdP, the end of January, I rrrall that it wa,, 

immediately or wry shortly aftn the nll'moranda had been submittNl to the 

Mini-,t,er. 
Q. ,v..1,; the rnbjec·t rli--•·u-,nl then?-.\. Yt--, ;:ir. Ti1e G<·nrr;1l :VLnager 

prc,rnfod a letter from the l\Lni4n of F;nancc 4i:.tmg that rntain aspPd,c; of 

the bank'o: bul:>inrss had been druwn to hi;:;: not.ic-e and asking for information. 

Q. WLat action wa9 taken at that mf'rting of the Directors?-A. On the 

fir~t day, after the reading of t.hiR letter, tl1e meeting adjourned; that was on 

a Wedne-,day, it adj()Urnl'd until Fricl:1y. I may '-'ay there was a good deal of 

criticism of the WP~tern Director-, by their E:1,tern colleague.:; over the action 

they had taken. In faf't it was ratlier an a1·rimoniou.3 mPeting, I recall that 

very distinctly. ThPre was abo ::;ome considerabm of the New Orkans account 

at that meeting, I recall. There wa.,; a qurstion of the securitiP'l held from the 

~ew Orleans conrr>rns, as I recall it thrre wais some prior security, a man named 
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Carroll I think had some prior claim on what t'.1e Bank considered was its 
f':ecurity on the New Orleans line, and the que-,tion was considered of how that 
mattPr f':hould be·treated. I do not recall anything else. 

Q. Do you remember whether at that meeting there was any discussion as 
to this loan of $500,000 which you had origina]Jy thought wa-; made to the 
PrudPntial Company not having been made to that company but to th·e New 
Orleans Company? Was any' opinion expressed as to the liability of the Pru
dential Trust Company? Because I see in Mr. Fisher's memorandum Exhibit 
No. 2 that matter is mentioned to the Minister. This memorandum says that 
the documents indicate that the loan of $500,000 was not made at all to .the 
Prudenfo,l Company but to the New Orleans Railway people?-A. There had 
been discussions at that meeting and at previous meetingf': on that subject. 

Q. I understood you to say before that you had discussed the value or 
validity of the security which purported to have been taken from the New 
Brunswick Government Trust funds?-A. Yes. 

Q. But you had also disrussed then the Prudential, whether that company 
was liable at all a::, a principal dc·btor?-A. That had been discus;;ed and I 
rerall now that Mr. Anglin, of the firm of Bbkr, La~h, Anglin & Cassels who 
had bnm consulted on this question advised us that thP ~crurity the Bank held 
from the New Orleans concerns would have to be realized on before the Prudential 
Tru;-t. could be approached, something to that effect. 

Q. In other words they were not principal debton, but guarantors?~A. 
Quite. 

Q. And you had ori~inally thought that the loan was to the Prudential, 
,;;crurcd by the New Orleans assets?-~A. We were so told. 

Q. Now you might go on and say if anything else occurred at the Directors' 
mPeting that you have just mentioned, that is the meeting held after you had 
submitted.the matter to the Minister. I think you told us what happened the 
fir,-t day, then you adjourned until Friday?-A. We met on Friday and I think 
we had a mePting on Saturday. The Eastern Directors and General Mason 
were very much disturbed at what we had done, and as I recall it there was a 

' good deal of acrimonious discussion. The W e'ltcrn Directors quite frankly and . 
fon·ibly stated their opinion of the way they had been treated. That was the 
first oc 1·J.sion on which we met Mr. Haney, I had met him ad I sbted earlier 
in my evidence at the Annual Meeting in 1914-

Q. When you met him for the first time?-A. I mpt. him then for the first 
tim<', th::J, was only a casual mPPting. 

Q. That must be 191.:i I think, according to your evidence?-A. Yes, 1915. 
Then I met him again at this meeting at the end of January, 1916, where he 
w·1'l pre:;;pnt as a Director. 

Q. Was anything decided in consequence of that meeting in January?-A. 
The undn-,t,i,nding w,L::, reached that Mr. Haney would !J;ive a good deal of time 
to tlw Bank ~ affairo;, he had then only the position of a Dirertor. As I say 
this New Orleans matter was discu.,1:,cd and if I re!'1!1 correctly Mr. Haney 
made ;,ome report t-0 the Directors of a vioit he had made to this property 
farlier in the month. At th,lt meeting alrn it was decided that Mr. Haney 
and myself should go to British Columbia and' make f'Ome enquiry as to the 
value of the timber ~ecurities. 

Q Did you at·eompany ::\fr: Haney tlwre 9-A. We dirl in March, 1916. 
Thc,-,L· r..:-1• the point., that come back to my mind in respect to this January 
,rn(;!etmg. Mr. Hant.-y and my,,elf went to Vancom·er, I believe we left at the 
('llr! of February. . 

Q. What did you ascertain during that visit?-A. The purpo.3e of {our 
v::-it wa~ not to impect the timber limit~ personally, and we did not inspect 
thc•e limits, I mean we did not go out and f'ee the timber. We had the original 
1·rui~ers' reports in the Bank, and at this time we had Lacey's reports which 

• 
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,had come in. Our visit to the Coast wa-, to !!;l"t a g<'neral idea of the timber 
!--ituation there. 

Q. That involved in the first plare getting a·n estimate of the value of that 
timber from cruio:pr,; and from Lacey or any other expert, and then it required 
,next that enquiry be made into conditions a,; to the rnlrability of that timber 
mid .--'l forth ?-A. It was the s;;ileability and the value that Mr. Haney and I 
enquired into particubrly. · 

Q. A:;; to value, w1rnt amount did you .reach from the rE-ports you got?
A. We read1Pd t!ie 1·onclusion that there was a good margin of security on the 
loan a:-; it :-tood then. According to the eruisers' reports we had there wa::; 
,aLout a billion and a half feet of this timber, spread over a variety of limit-;; 
,half of that a-; I recall, or at any rate a very consirkruble portion was Crown 
granted timbl"r whc-re no licensc;J were paid, tl1e ordinary dues being l'ollcctPd 
w;wn the logs were cut and the lumbn manufactured. The balance wa:,; held 
under Government licen~e::; for which there was an annual rentf11. The timbn 
consi::;ted of fir, spruee and cedar. The crui:-,ers' reports gave information as 
to the quantity of the timber, its location and logging condition:,;. Our enquiry 
wa-i into the possibility of sale and the general value of timber at the coa~t. 

Q. Whnt conclu-aion did you arrive at in regard to the pu,-,,-ibilifa .~ of salr 
,or realizing on the security?-A. ,ve came to the conclu"ion that there should 
be a rea:a,mable prosprct of dii=-po-;ing of the timber within a few years. 

' Let me make clear the condition,-. under which we reaehc1l our judi.,'lllent. 
We con~u:tcd rnwmill prople, I think one or two bankers, and pulp people, and 
the grneral impre,-;::,ion on the coa,:t was that timber wa-, going up in value. I 
,recall that it was brought to our attention, people engaµ:rd in the timber indu..c
try on the coa,:t were of the opinion that there would be a big demand for 
timber in Europe after the war; the Panama Can~l had been opened a few 
,years previous and they were looking forward to big export business to Europe 
as well a::, to Australia and other countr~ei:: which was even then developed. 
The impre,::sion we formed at that time was, whether right or wrong, that there 
was a good margirt of bCcurity in this timber. Pertoonally I thought the timber 
was worth about $2,500,000, which would be roughly $1.50 per M on the ::;tump. 

Q. And you thought that the market conditions were promising?-A. 
Everything we could get in Vancouver indicated that. 

Q. Were you aware at that time that intcre::it had remained unpaid on that 
account and had been accumulating?--A. Yes, we had been advised. 

Q. Did you take thobe arrears of interest into account when you were 
estimating that this a-;set contained a margin to rnver the Bank's advances?
A. Yes, sir, a.,; I recall it t:\iie total loan at that time was about $1,700,000 and 
if you took a value of $1.50 per M. which was com,idered was the fair value 
,of the timber, a billion and -a half feet gave around $2,250,000. That was 
roughly the blliiis upon which we reached our decision. 

Q. If there is nothing else you want to relate in regard to this vi-,it to 
British Columbia will you say what you did on your return with Mr. Haney; 
did you report to the Directors?-A. Ye;,, there wa::, a meeting of the Director;; 
,held in March. I omitted to say that at the January meeting the firm of 
Blake, La,;h, Anglin & Cassels were retained as solicitors for the Bank. Mr. 
Lash had been consulted some time prior to that, and Mr. Anglin had also 
,done work in connection with the New Orleans loan, but at the January meet
jng, as I recall, this firm were appointed solicitors for the Bank. 

At the March meeting Mr. Flynn resigned a:, Vice-Pre,::ident and Mr. 
,Haney was elected in his place. These account5 were considered, and if I 
remember aright it was reported that the information which had been asked 
,for by the F.inance Minister as to th~ standing of these accounts had been ,-ent 
to him. 



H0.1JE BANK OF CANADA 425 

Q. You had nothing to do with the exchange of letters that took place .between the Home Bank or its offiriab and the Minister following upon the represrntations that Mr. Fi,her had made on your behalf?-A. :No, sir nothing beyond a letter that I addressed to Sir Thomas White myself a litt.le later ftn the monirh. I might say I think there were some letters passed between Mr . .Fisher and Sir Thomas White, but as far as the communications from Toronto to Sir Thomas were concerned I knew nothing of them, had nothing t,o do with them. · 
Q. At that time were you aware that dividends were being declared upon profits which included unpaid intere5t on relatively inactive accounts like the New Orleans account and the Frost account and the Pellatt account and others? Had that come under your notice at that time?-A. No, I do not recall that that was discu:osed. · 
Q. You know now from the correspondence that that was one of the pointc; discussed by the Minister with the Bank's officials, or have you read that?-A. I have ;;een the reports in the newspapers. · Q. You see that that wa;; one feature disrus::ied ?-A. Yes. 
Q. Sir Thomas required them to discontinue the practice of carrying into profits the interest on inactive accounts. I just want to know if you had discussed that with your fellow Directors at that time?-A. I do not recall that that was discmsed, I certainly have no knowledge that Sir Thomas White had made this request or condition or whatever you like to call it. 
Q. You at any rate were not aware that that practice was going on?A. No, we were advised that the intere,t had been added up to the time we made our complaint, for instance in 1912, 1913 and 1914. 
Q. But what I want to know is whether you were aware that this unpaid intere5t was carried into profits so as to justify the declaration of the dividend? A. No. ' Q. You would see of course that those would be fictitious profits, if the accounts were doubtful or bad; there would be no justification for declaring dividends on such u.:isumed profits?-A. Quite. 
Q. If there was a big ipargin they might turn out to be all right but they were improperly reckoned as earnings at that time. You were not aware of that practice existing then?-A. No. ' 
Q. Have you finished all you want t(, say about that Directors' meeting?A. No. The Eastern Directors were very much disturbed at the suggestion or intimation from Sir Thomas White that he would have to send in some outside auditor to inspect the Bank's affairs. 
Q. What was your attitude?-A. Well, that was the requeBt that we had made to the Minister. 
Q. And you adhered to that?-A. We adhered to that but the Eastern Directors, and as I recall Mr. Lash too, were very much disturbed at that possibility. 
Q. Wh~t _were they upprehending?-A. They·fe~red that i~ outside _officers , from the Mimster of Fmance or anywhere else came m to make an exammation the matt.er would be discussed, would get on the street and would result in a run on the Bank. I recall very clearly that that was discuesed and there was very considerable alarm on the part of the Eastern pirectors, and I may say alFo on Mr. Lash's part, as to what might happen if that were done. 
Q. W us he reflecting the opinion of the Director:; as far as you could judge,_ or 1w~s he giving his own opinion?-A. Oh, Mr. Lash held that view at that time, rightly or wrongly he believed it, that is the impression I got. 

. ~- I _do 1;10t know if your attent~on has been drawn to the correspondence, m whwh m h~s fi~st let~er ~n the sub,ject he suggests that it would be proper to have an outside mvestigat10n, through the Bankers', Aspociation for example, 786'.!8-2 

• 

' 
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and then four days aftrrwurd he appears to have ch:.mged his opinion suddenly, 

he depreratcs it as likely to cause a run on the, Bank. At that meeting did Mr. 

Lac,h take any attitude in that respect that you recall? 

-A. My recollection is that Mr. Lash or Mr. Anglin were present at some of 

those mcetini;.",-there were f'everal ses~ions, I rerall that that matter was dis

cussed with Mr. L::ic:h. 
Q. You are ,pe::iking of the Marrh mreting?-A. Of the March meeting. 

Q. That first letter of Mr. L::i-,h's to which I referred, in which he appe;1rs 

to have given his personal opinion that there mi~ht and shou!d be an out-,ide 

in~pection or aurl.it was baf'k in Ft>hruary, and evidently by the time you had 

your M:urh meeting he had tome around to the other opinion?-A. Yes. 

Q. You remember that there wa1:, no one among the Ea1:,tern Directors or 

official,,, or their counf-Pl that wa,- in fa,·our t'.1en of an out:,,ide audit?-A. That 

is quite right. 
Q. And you were still presi::ing for one?-A. We had been pressing for it up 

to that time.' 
Q. Did you yield to them at that time and abandon the idea of an 

outside audit? What was your attitude and that of your colleague::; frpm the 

west ?-A. My reco:!ection is very dic;tinct that we desired to have an outc;ide 

inspection up to the time we rnme to this meeting. But we had come to have 

a good deal of confidence in Mr. Haney. I might 1:,;1y that Mr. Lash had a very 

high opiniun of Mr. Haney, it had been indicated to us in a tdegrnm that 

Mr. La:-h sr-nt to Mr. Fisher under date of February H:h, which I wuuld like to 

read. 
Q. We have not got that. WiE you be kind enough to put it in now?-

A. This trlegram is dated Toronto, February 14th. (It would be 1916). 

EXHIBl1' No. 147. 

Filed by Mr. Lafl.eur, May 5, 1924. 
Telegram, February 14, 1916, from Z. A. Lash to James Fisher. 

THE GREAT KORTH WESTERX TFLEGRAPH C0"\1PA)."'Y OF CANADA 

ToRONTO, Ont. Feb. 14th 1916. 

J AME.,l FI"-RER, K.C. 
Winnipeg, Man. 

I have written W11ite explaining present position and that board is now in 

acc·ord an<l will have new management und full inve:-tigation soon as pos:::ible. 

I have told 11im that. the information he asked for i~ re~dy but that as it will 

be usele~s to him unle,s full inve~tigation m-tde I am ret:1ining it hoping that he 

will allow investigation to be made under directions of board, I think he will 

romply if your clients request him to do ,o. I recommend you to see them and 

have them write or telegraph White. Old management has practically with

drawn and busine::;s now going on under direl't, supervi:;ion of the strong membn 

of the board here. Only simple eaF-y bu:;ines,, being tran,,actcJ. They are 

relying much upon my advice und are( improving mdters, where possible. 

(Sgd.) z. A. LASH. 

We took it of course that the refel'ence to the Rtrong member oi the Board 

in this tele11;ram wu:; to Mr. Haney, which wac, correct. 

Q. What did you understand by the intimation that a full investigation 

would be made as soon as posbible? Did you under:;tand that meant such an 

investigation as you had bee:q asking for, that is, an outside audit, 'or wl].at?

A. I took that to mean an internal examination. 
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Q. Yes, I see he says he will aEow invei,tigation to be made under directions of Board.\ Did that satisfy you? I dn,w your attention to Exhibit No. 52, a letter addr~ssed to Sir Thomas White by Mr. Fi:1her. That communication followed four days after, it is dated February 18th. You say there: 
"Meantime, I had a wire on the 15th inst. from Mr. Lash, in which it was intimated that he was in communication with you-" 

that is the Minister. I suppo"'e that is a mistake for the 14th, or you received it on the 15th, this wire you have just read ?-A. YP8 that would be received on the 15th. . Q. It is a night letter is it and that is the only telegram that you received at the time from 2.\1r. La'lh?-A. Ye:::. 
Q. What did you do in consequmre of tlrnt intimation, did that satisfy you?--A. No. We i:;ti!l det::ired the Minister of Fmance to act. Q. Did you have any further meetings wit,h the Dire0tors on the subject or any further communicaEons after the l\ibrch meeting -.you han been referring to ?-A. No, there were no further < <Jmmunic-ations that I rerall until that meeting which I think was on the 17th or 18th of l\farc-h. Q. But after that what happened.?-A. What happened at that meeting was this-
Q. Excm-e me, at the March meeting you did not finally acquiesre in this idea of an internal audit, you were still pressing for &omething else?-A. Up to that time. 
Q. Did you abandon, did you yield on that point at the March meetin~?A. Yes, for the time being, that is my rel"O:lection as indicated in my letter to Sir Thoma::: White. I wrote my letter to ~ir Thomas White on \1arch 20th. Q. You identify that as your letter?-A. I have a copy of it here, I think it is. 
Q. 8hall I recall it by having it rrad? 
~fr. LEE: Did I underst·md you to ~ay that "We yielded on the 20th 11arch 1916"?-A. Yieldrd what? 
Q. Yiel9ed to the last suggrst!on.--A. Well we yielded or changed our mind in re;:;pect to it. I wa.,; jm,t going to elaborate that. Tlie view held by General MaRon and the management and Cooper Mason, to which I will state we paid very little attention, wa:i that this might bE:J very di.,;m;trous to the Bank; the Eastern Directors, including Mr. Haney, undoubtedly held that view. Mr. Lash exprei:,.,ed that view to us privately, I do not recall that he did in the meeting, but at any rate tlie view was expre~sed then very forcibly by these gentlemen that if there was an out~ide examination of the Bank\ affairs they could not keep that information off the street, that you might have a run or would have a run on the B:1nk and it would be forced to clo:-;e it3 doors. Of course we did not know the local situation in Ontario, what might or might not happen from any rumour grtting on the street. The suggc;tion was made that Mr. Lash and mysrlf come to Ottawa to dise;uss the mutter with the Minister. We came to Ottawa on March 20th, because this lPtter was written in Ottawa, and I may say this letter was written by myself to Sir Thomas White upon Mr. Lash's suggestion, and I have a very clear recollection that Mr. Lash impressed upon me the danger that might come from an outside examination of the Bank's affairs. 

Now this letter was as follows, (Exhibit No. 81, page 171). Now prior to our coming to see the Mini'lter, at this meeting I have just referred to, Mr. Haney was made Vice-President and the understanding was that he would assume the duties of the President. It was decided I to bring Mr. Mach'affie from Winnipeg to Toronto to aRsist him. The Western members had confidence in Mr. Machaffie; he had been ac;sociated with the bank I think 78628-2½ 
• 

' 
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since 1907; and the opinion that we formed t.hen, Mr. Kennedy and myself,

! do not believe Mr. Peri,::1,e was at that meeting, because I refer to him being 

away-was that we had made a distinct improvement in getting Mr. Haney 

and Mr. Machaffie in charge of affaire. -

Mr. LAFLErR: Q. And you were willing to give them a trial at making an 

inside in,pertion?-A. Yes. I a::;rnmed that Sir Thomas v.ould of course want 

to get all the information aR to the bank's affairs; but in view of the strong 

opinions expressed by the Eastern DirrC'ton mid hy Mr. Lu, h, we decided to 

have that investiiwtion from within rather than from without. 
Q. Then aftPr that incident was clo,:£ d, what w:,i-, your ronnection with 

the bank until t.he time of your rc--ignation? Is thrre anything :;:peciaf you 

want to relate?-A. Yr;;. We wmt home after that, meeting, and ~Ir. Mucliaffie 

came immediately to Toronto. If I remember right, he was :;:ummoned hv wire 

by Mr. Haney. I do not recall any further meetine;" until ~fay, 1916. I 

have, however, a letter here from ~1r. Haney, under date of April 3rd, 1916. • 

Q. Is that addrrsscd to you ?-A. Y t,, addrcsl:'ed to myf'elf. 

Q. We have not got that yct?-A. Xo. 

EXHIBIT No. 148. 

Filed by l\lr. Lafleur, May 5, 1924. 
Letter, April 3, 1916, from 1\1. J. Haney, to ;r. A. Crerar, re 

annual divilend, etc. 

THE HOl\1E B:\.NK OF CAXADA 

HEAD OFFICE, 

T. A. CRERAR, Esq., 
Grain Growers' Grain Co., Ltd., 

Winnipeg, Man. 

TORONTO, April 3rd, 1916. 

My dear Mr. CRERAR,---1 wired you on t11e 30~h 1\lrrih as follows:-

" Important board meeting must be held bt"twren April 20th and April 

,25th. PreFcnre we:;tern mrn most de~irable. \\'hat day will suit you 

best?" 
and on the 1st in:;tant rercived this reply:-

" Peri;~e expected bark r.bout twenty-third April. Could meeting 

be held back until fir;,t week May. Suit me better." 

My reason for stating that it wac; nero,::sary to have a meeting of the 

Directors between the 20th and 25th April, was that reports from the branches, 

as to the h~lf-yearly estimate of profits to 31E:t May, would be in by tlie 20th 

and the notice of the next dividend would have to appear in the Gazette not 

later than the 29th instan.t. However, I ;:;hall have a meeting of the Board 

and deal with the question of the dividend and we ean thrn hold a meeting 

of the full Board at a later date cnnvrnient to your:::elf and Mr. Pern,e and 

Mr. Kennedy, at which we can discuf's bank matters grnerally and dtal with 

the Annual Report. 
You will be glad to know thd Mr. Barnard nturned from New Orleans 

on Saturday and ha'I tr.ken up tl1r Carroll notl''!, we having been ralled upon 

to mah.e !1 payment of only $20,000, on ,, hich we will be p:tid interest at the 

rJ.te of 8 per cent per annum. The bank has made a very satisfactory settle

ment of this matter. 
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' I am arranging for a pool to support Home Bank stock and maintain it 
at a price not below 80. This will require $200,000 and we want the co-opera
tion of our Western friends and I trust you will help me to the extent of $50,000. 

Hoping everything is O.K. with you and our Western friends, 
I am, 

Yours very truly, 

(Sgd.) M. J. HANEY, 
Vice-President." 

Q. Did you send an answer to that letter?-A. Yes, on April 8th I replied· 
to Mr. Haney, as follows:-

EXIDBIT No. 149. t 
f 

Filed by Mr. :Lafleur, May 5, 1924. 
Copy letter, April 8, 1916, from T. A. Crerar to M. J. Haney, 

in reply to Exhibit No. 148 and re reduction of reserve~ etc. 

Personal. 

M. J. HANEY, EsQ., 
c/o Home Bank of Canada, 

Toronto, Ont., 

"April 8th, 1916. 

Dear Mr. H-\.NEY, I have your letter of April 3rd yesterday, and judge from 
what you say that it will not be necesrnry for the Western Members of the Board 
to visit Toronto until some time in May. We are having a meeting of our 
Directors, we expect, between the 1st and 10th of May, and I would ask you if at , 
all possible to arrange the meeting in Toronto for not earlier than the 10th or 
12th of that month. We could then go over the whole situation generally and 
deride upon the form of the Annual Report a-, you suggest. If it should be 
necessary to have the meeting at an earlier date than I have suggested here, I 
would be much obliged if you could let me know by the middle of the pre~ent 
month, ::;o that I can make arrangements acrordingly. 

I have, as you know, been under the impref'sion that we may have to clean 
off entirely the pre'5ent re::;erve of the b:mk in order to pre:::ent a correct report to 
the shareholders. Of course the present examination of affairs goin,g on under 
your direction with Mr. Machaffi,e'_s assistance may ::;how that this, will not be 
necessary, but having in view the po;;sibility that the full reserve of the bank 
may have1to go, and assuming even a worse construct.ion that there may have 
to be a reduction in the capita_!, I think it is important to have under serious 
ron:::ideration the course th~t should he followed. "\Yhat effect would such a 
possibility as I have just mentioned have upon public confidence in the bank in 
Toronto and other Ontario points. If it would have a Fcrious disturbing effect 
in the way of de::itroying confidence and subsPquent withdrawal of depoeitcs, it 
seems to me much better to work out an amalpmation, if pos.<;ible, before our 
statement is given to the public, sinre we would be in a much better position to 
dispose of our assets prior to the lo:::.; of confidence of the public than after ~hat 
had tak:Pn place. ·r def:>ire to mention this only as a thought that has been in 
my mind in ,connection with the affairs of the Institution, and I have no doubt 
but that you and the other Directors in the East have all the.;e possibilities Pnder 
consideration. 

I note what you say in respect to a pool to support the stock. I cannot of 
course say at the moment what we can do. If this Company were to contribute 
anything towards such a pool, it could only be done on the approval of our 
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Dirertors, and this would mean disrlosing fully to them the :;:ituation as it now 
:;:tands. However, if this is not urgent I can discu:;:-; it with you when I i;ee you 
in Toronto. 

Before clo::;ing let me add that I apprecifate very fully the effort you are 
making and the time you are giving to improve matterl'. 

With kind regard:;:, I am, 
Your truly, " 

The meding of Dirertors referred to, between the 1st and 10th of May, wa~ 
• a meeting of our own company in Winnipl·g. 

I may :;::1y that no action wa~ talrnn by the Western Directors or anyone in 
\Yp,:torn Canada in respeet to the pool for buying bank ,,harrs that Mr. Haney 
referred to in thi'l ktter. 

Tlie next was a reply from Mr.- H'.'tney to the letter I ha \·e ju-,t read. It is 
datPd the 13th April, 1916, and marked "Per~onal." 

EXIDBIT No. 150. 

Filed by Mr. Lafleur, May 5, 1924. 
Letter, April 13, 1916, from ~I. J. Haney to T. A. Crerar. Reply 

to No. 149, and re Directors' meeting and re pool. 

THr: Hm1L BANK OF CANADA 
0Fl'ICB OF THE GENER.\L l\1ANAGER 

TORONTO, April 13, 1916. 

Personal. 

T. A. CRERAR, Esq., 
President, 

The Grain Grower;; G11&in Company, 
Winnipeg, Man. 

Dear Mr. CRERAR:-1 have your letter of April 8th, and note contents, whirh 
we will fully consider when we have all the evidence before u,;. If it suit'I your 
convenience, we will have a meeting on May 17th; this will eniable you to leave 
home thr fi.r~t of the wed~. Kindly advise me by return mail if thi;, date ib agree
uble to the Western Dirertors. 

I am pleal'ed to say tlut fie qurk i~ now being offered at 78, and probably 
will gn higher. I trust that our Western friends will ,:ee their way clear to join 
this pool. While I do not imagine that a very large amount of money will be 
required, it is wise to be prepared for emergrncies. Thh, pool has been in operation 
two week:;,, anrl riµ;hty-three share-s is all that have bc·<>n presented for transfer, 
whirh is an evidence that there i" very little on the market for s:1le at the luw 
price<-; which have been quoted. · 

I truc;t that y01.1rsclf, Mrs. Crerar, hnd the children arr enjoying the br~t 
of !1C'alth. 

Your,, truly, 

(Bgd.) M. J. HANEY, 
Vice President. 

Mr. Haney and I then exchanged some telegrams as to the date of this 
meeting and I have a letter from him d:ited Toronto, May 3rd, 1916. 
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Filed by Mr. Lafleur, May 5, 1924. 
Letter May 3, 1916, from M. J. Haney, to T. A. Crerar, fixing 

meeting on May 25. 

THE HOME BANK OF CANADA .J 

HE<\D 0J<'FJCE, 

TORONTO, May 3rd, 1916. 
T. A. 0RERAR, E.::iQ., 

President, 
Grain Growers' Grain Co., Ltd., 

Winnipeg, Man. 

My dear CRERAR,-1 am in receipt of your several telegrams, with re
ference to the meeting called for the end of thii:: mounth, and in order to meet 
your suggestion we shall have the meeting on the 25th of May. 

Hoping all are well with you, 
l am, 

Y ourF :::incerely, 

(Sgd.) M. J. HANEY, 

P.8.-Plea~e notify Mr. Kennedy end Mr. Pers~e. 
I do not know th::i.t that letter ii' of much importance. That meeting was 

held at the end of May. I may st:1te that from the time ::\1r. Machaffie came to 
Toronto at the end of March, our understanding was that he was attending all 
directors' meetings. He wus present with the Directors at this meeting on 
:May 25th, which was quite in accordance wit!i this letter; and the business 
,of the bank, the accounts, and as I recall it, an c>!dmate of the profit:-; for 
the end of the year which closed 31st May, was considered. I do not recall 
any other business at that time. ' 

Q. Did you have any further ('()mmunieation with the bank after that until 
the time of your resignation ?-A. I attended a few other mretings. Perhaps 
I had better just go over that whole story? 

Q. If you will.-A. At this meeting, I remember, at the end of May, there 
was a decidedly optimistic feeling. The Western Directors felt satisfied with 
the energetic manner in which Mr. Haney wa" taking hold of things. He was 
in close consultation, we under::,tood, with Mr. LaE-h. I think that was the fact. 
l\Ir. Machaffie was optimistic too, as to the position of affairs. I was not at 
the annual meeting in June of that year. I might say in passing that our 
company had an office in New York, and in the middle of June the manager 
of our New York office was killed in an automobile accident, which necessitated 
my going to New York and remaining there the greater part of the summer, 
and up until December. I have not in my files a letter to Mr. Machaffie under 
dated of June 22nd 1916. I had written him immPr:liately after I had reached 
New York telling him of our manager's drath and in a perr-:onal way giving him 
the position we were up against there. We had very heavy commitments in 
sales of grain and heavy obligations to the New York banks. I do not think 
that I need read the first part of this letter, which deals with purely personal 
affairs relating to our New York business. After dealing with that he con
tinues. 

Mr. SYMINGTON: Is it Grain Growers and Home Bank business, or is it 
personal matter entirely? Mr. Young suggests that if it is Grain Growers and 
Home Bank, you should read it.-A. I have no objection to reading it. 

Q. I think you had better read it then so that there, will be no misunder
standing?-A. The letter is dated Toronto June 22nd, 1916. 
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EXHIBIT No. 152. 

Filed hy Mr. Lafleur, May 5, 1924. 
Letter, June 22, 1916, from W. A. Machaffie to T. A. Crerar, re 

salary of President and financial position of hank. 

THE HOME BANK OF CANADA 

HEAD OFFICE 

TORONTO, June 22nd/16. 

My Dear CRERAR,-Y our:; of 20th received, I was inexpresf:>ibly shocked to 
hear about Stimper, apart from his business llilefulm•--;s he had such a bright and 
merry disposition that one naturally looked f!)rward to seeing more of him a'l 
time goes on. . 

I quite appreciate the great lo~s to youri:;elf and to your company and you 
have my full sympathy. It is fortunate that O'Donohue is well informed re
garding commitmc>nts and no doubt things \\ill work out all right. Murray's 
visit would i;rPm opportune, his businc;,s ability I would consider quite equal 
to Stimper's, but of rnur-:;e he larks the technical experience of the latter in 
exporting which seemed invaluable. 

There is not much to tell you about matters here, the old 'un shows a dis
po:<ition to wrirrgle but it will be in vain, Nemesis cannot be dodged. Our 
balu.nce sheet is so strong that newspaper comment must be favouruble, Mr. 
Haney has just come in and expresses the hope that 'you will be here on Tuesday. 

t:lince writing above have had half an hour's talk wit,h Haney and learned 
that the old gentleman tackled him ye:;terday about his future salary as Pret,i
dent. H. said it would be i:;ettled by the whole Board but that his own view was 
$2,500 a year, this the old man thought insuffirient. H. now asks me to urge 
you to be pm,cnt and to wire both Persi::e and Kennedy to the same dfl:'rt. 

I note that you hope to return to Winnipeg before long and by lake if 
pm-iblc. I may have to make the journey too, to attend the Minisfer's trial '-O 

possibly we may travel together, I hope so. 
The following items in our finanr:al position to-day will intere~t you: 

Grain Loans. . . . . . . . . . . . . . . . 
Anglo French bonds. . . . . . . . . . 
Imperial l\fonitions loan. . . . . . . . . . 

$1,250,000 
800.000 
500,000 

$2,550,000 

The two latter item-; can be finanrcd againJ for the gr:1in buf'inc>ss f'u with 
funds from the Domn. <1ovcrnment and some othrr rc0 ~ourres in New York we 
will be in bf-tkr shape next Autumn than (ave~ before. 

H. got $200,000 lately from Ontario Government and expc>rt.c: more soon. 
Hoping to "l'<' you on Tue,-,day, 

Yours f-in<•ffely, 

(Sgd.) W. A. ~IACHAFFIE. 

The ::\.Ir. O'Donohue mPntionPd was Mr. Stemper',: a;;~i,;tant. \Vhen he ..:uy;; 
"Murray's visit would seem opportune," I might say there that Mr. Murray 
was the manager of the Grain Growers' in Winnipeg. I had found it necessary 
to come back from ~ew York to Winnipeg and I arranged for Mr. Murray to 
come down and aFsist Mr. O'Donohue. The ,first two paragraph::; of the kt.tPr 
relate to what I have stated a moment ago as matters more or k~s personal. In 
the third paragraph, the allusion to "the old 'un" means General Mason. In 
thc> next par:igraph "the old gentleman" again means General Mason, and ''H." 
means, I pre:;ume Haney. 
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Immediately following that letter I wrote to Mr. Haney from New York 
under date June 24th, 1916. 

EXIDBIT No. 153. 

Filed by Mr. Lafleur, May 5, 1924. 
Copy letter, June 24, 1916, fro_m T. A. Crerar to M. J. Haney, 

re annual meeting, and salary of President. 

"June 24, 1916. 

Dear l\fr. HANEY,-You are doubtless aware of my being in New York, and 
the occasion of it. I should like very much to attend the annual meeting of the 
bank on Tuesday-I will not be able to be pre-;ent, however. :Mr. Kennedy will 
be there, and I am hoping that Mr. Pers1e will be there. 

There is on,e matter that I wish to give you my views upon, in order that 
you may be able to state them without question at the meeting of the Board of 
Directors, to be held after the annual meeting. I refer particularly to the 
$alary to be drawn by the President of the bank under the re-arrangement that 
has taken place. 

You will recall that we had some little discm,sion on this poin", and I en
tirely agree with you that the salary should not be more than ·$2,500 per year, 
and you are quite at liberty to give my views on this matter to the Board of 
Directors. Everyone realizes in tlwse strenuous times we are pa-,sing through 
that it is absolutely neccss.uy to retrench in every way possible in the matter 
of expenses. I am quite sure that Gem·:ral Ma"ion will appreciate the importance 
of this. ' , 

I trust that the meeting will in ewry way pa<;<J off ~uccessful I would like 
also, before closing, to express my appreciations of the excellent services you 
have rendered to the bank in the past six months. · 

With kind regards, I am 
Yours very truly", 

Mr. J. HANE_Y, 

Toronto, Ont. 
The next letter I have is from Mr. Machaffie addres,:ed to me at New. 

York, and dated June 28th, 1916. 

EXHIBIT No. 154. 

Filed by Mr. Lafleur, May 5, 1924. 
Letter, June 28, 1916, from W. A. Machaffie to T. A. Crerar. 

Reply to a letter of June 24, and re annual meeting. .., 

THE HOME BANK OF CANADA 

HEAD OFFICE, 

TORONTO, June 28, 1916. 

Mr. Dear CaERAR-Yours of 24th to hand and contents· quit..- interesting. 
I am gh:d things are shaping round to your satisfaction in New York. 

The meeting p:1$sed off without important ineiclent though there were 
murmurs of dissatisfaction regarding the management, Flynn though not prer;0nt 
was re-elected as you will see from encloc:ed clippingi,, one or two friendly 
speakers enlarged on the strength of our cash assets. 

1 Ten minutes before the meeting the old wolf told Haney and Barnard that 
he would not attend the meeting nor stand for re-election becamie of the 
inadequacy of the proposed salary, Haney said, "All right" and left his room. 
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Barnard however smoothed matters over (I do not know what he promi:::ied) 

and things are to be thra"hed out at a Directors' meeting to be held after La;:;h's 

return to town from a fishing trip to New Brunswick :oome time next week. 
Haney is very anxious that you should be present and t:Jhe mc<'t ing will be 

arranged to suit your ·convenience if you will let us know on what thy you can 
be present. It ,eems to me of vit::il importance that mutters should be de::ilt 

with finally at an e~rly date othcrwi-,e there is the dungPr that Haney may 

brcome disgubted with the old mun':'\ double dealing and chuck the job which 

apparently would rnit the old man better thr.n a redurtion in ~alury but which 

would very likely lead to most disastrous consequences later on. A little firm
nrss now will, I feel rnre, solve one p11a.c:e of our problem. 

Hoping to see you ,0on, I am 
Yours faithfully, 

(,gd.) W. A. MACHAFFIE. 

I have no copy of the letter of June 28 to :'.\farha,ffie, but I think probably 

it wac, a note written in longhand from a hotel. And I think the matter thut 

Mr. Mac'haffie referred to thne of importanee, wn."- ti1c dimimtion of GenPral 

Mason as President. 
I have anothn lcttrr here dated July 5, 1916, from :'.\fr. Haney. 

EXIDBIT No. 155. 

Filed by Mr. Lafleur, May 5, 1924. 
Letter, July 5, 1916, from M. J. Haney to T. A. Crerar, re Board 

meeting. 

M. J. HANEY, C.E., ENGINEER AND CONTRACTOR 
TORONTO, July 5, 1916. 

Mr. T. A. CRERAR, 
of Winnipeg, Man. 

Hotel Astor, New York. 

My Dear Mr. CRF.RAR-Y our letter received, and I appreoiat.e very much 

your personal remarks, but the work is only beginning, and it is important we 

have a full board meeting within a month to inaugurate, at lca.c;t in principle, 

two e::-sentials to the -,uccess of the iru:titution-loy :1lty and efficiency. 
Certain matters transpired before the Annuul Meeting which show .that 

there is lack of both in the prePent head. 
Without temper, I have gone over the situation with Mr. La~h, and he 

agrees that action should be taken. 
I, therefore, leave it with you to fix the time within a month when Me.""rs. 

Pers,e, Kennedy and yourself would attend a meeting. Should Mr. Pers-,e 

not be ·able to attend (and as he was good enought to say to me if his resigna

tion would help the situation it wac; at our dispc«al) he mig;ht forward it to 
me, and Mr. R. P. Gough would be put on in his ~tead. 

:Mr. Flynn has. now decided to rPmain on the Board, and I feel I need 
t::trength within easy rParh. 

I am answering your tel<'gram that I will not be here on Monday 11'-' I 
am making a tour of the branches to i:ee ·what men we have. 
T.A.C.-2-July 5, 1916 .. 

Hoping you are getting your affairR in ordC'r, I am 
Sincerely yours, 

(Sgd.) M J. HANEY. 

I am to-day forwarding copy of thif: letter to Mr. Kennedy and Mr. P.S. 
Pen:c;e. 

Then the next is a reply to thaJt letter, from myeclf, from New York, dated 
July 7. 
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EXIDBIT No. 156. 

Filed by Mr. Lafleur, May 5, 1924. 
Copy letter, July 7, 1916, from T. A. Crerar to M. J. Haney, re 

Directors' meeting. 

July 7, 1916. 
Dear Mr. HANEY:-Your letter of July 5th came to hand to-day, and I 

think I understand thoroughly the po::;ition of affairs in Toronto. 
I am leaving for Winniprg to-morrow, and may spend a few hours in 

Toronto on my way home on Monday. I will be coming back to New York 
about the first of August, and c::m eai=;.ily arrange to come baek by Toronto and 
spend a day there and have the directors' meeting such as you suggest. 

When I get back ta Winnipeg, I will take up the matter at once with Mr. 
Kennedy and Mr. Prr~se, and advise you by wire rn as to give you ample 
time for the culling of the meeting. 

l\I. J. HANEY, C.E., 
McKinnon Bldg., 
Toronto, Ont. 

·with kindest regards, I am, 
Yours very truly, 

I was delayed in Winnipeg. On the way home I contracted an illnesR and 
was in bed, if I recuq it, for ten days or two weeks, with the rPsult that I had 
to go back to New York before I came to Toronto, but the Directors' meet
ing was held in the month of August in Toronto, and my recollection is that 
I came from New York to attend to it. 

At that meeting General Mason resigned the P'residenry; Mr. Haney was 
made Vice PreEident, and Mr. Gough-no I am w}ong; at that meeting General 
Mason resigned the Pre'l!dency; the position of Pre~ident was not filled at 
the meeting; my rerollection is that Mr. Perssr's rPi::ignation was tendered at 
that time and acrcpted and ~fr. Gough elected in his place. I do not recall 
anything ehe that took place at that meeting more than the disruc:;sion of 
ordinary busine~.:J. The important event was of cour::-e the re-;ignation of Grneral 
M <t~on as President. 

Now the next letter I have here is one addres,:ed to Mr. L:u,h, dated Sep
•,cmber, 15th, 1916, from Winnipeg. It relates to a settlement of Mr. Fisher's 
account. Mr. Persse and Mr. KPnnedy and myself felt that we should not per
sonally have to pay Mr. Fisher's fee; that we went to him when the bank had 
_no regular Poliritor, and a question aroi::e then as to the ~E'ttlement of Mr. 
Fisher's account, which the Wt·~tern Directors stated should be paid by the 
bank. 

Mr. ~YMINGTON: You need not go into that. 
Mr. LAFLEmt: If that is all that is in the letter it is not very important 

to this Inquiry. It is just to show that you were keeping in touch with the 
affai~.-A. The only reference in the letter here is that all the papers that 
:Mr. Fisher had, I mean the communications he had had, the memorandum we 
had received from the bank, and everything, was :,cnt to ::-.1:r. Lash, to be held 
by his firm as solicitors for the bank. And on September 25th, I received a letter 
from Mr. La::ih acknowledging rercipt of the paperP, the doruments, and stat
ing that they would be held by hi:- firm as :::olictor-, for the bank. That does 
not need to go in? 

Q. No, I don't think so, un!eFs my friends wish it. I do not see the utility 
of it.-A. That is all there is 'in it. 

Q. Does that close the· oorrespondence?-A. No. 
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Q. Have you got some more?-A. Yes, the next correspondence I have "is 
a letter to Mr. Haney on June 14th, 1917. I might say that my recollection is 
that I attended another meeting or two. I recall a meeting in either November 
or December in Toronto, when Mr. Haney was made President of the bank, 
:vlr. Gough was elected to the position of Vice President, and Mr. Ma~haffie 
was given the position of Assistant 'to the President. I have no recollcrtion 
of attending any meeting:, of the Board in 1917. I may say that I wa-, on the 
J3oard of Grain Supervisors for Canada that wa::3 appointe,1 early in 1917, as 
I rerall it, and I recall a di::'t'ou,-;ion I had with :'.\1r. ~l:1cdonell in Ottawa. 

Q. That is l\Ir. Claude Macdone11?-A. YEs. Mr. Claude Macdonell who 
was a director of the bank; on the or('asion of a vi~it I inade to Ottawa, in cpn
'mltation with many others on the handling of the wheat. That was in May, 
,1917. I learned from Mr. Macdonell then that there was apparently friction 
between :\Ir. :'.\farhaffie and :\fr. Haney. I .£_lo not recall •having any intimation 
of that before. 

Q. You did not di.:;cuss thnt quarrel with Mr. Machaffie did you?-A. No, 
not then; but I learned from Mr. Macdonell on this orc'.1-;ion in Ottawa that 
.there was .,ome frict:on; he thought it was due to mi-mnderstanding; but I 
learned somPthing from him that g£we me much more uneasinc.;;s even than 
that, and that was that the Directors were proposing to make Cooper Mac,on 
Genrral Manager of the bank. I might ,:ay, as will rome out in another letter 
I shall read, that at the end of Derember, 1916, I receiver! a wire for the 
We.;;tnn Director< from Mr. Haney a::-:king ii we would agree to Mr. 1\farhaffo·',c 
appointment as General Manager. ·we replied that we w~mld. We karned 
afterwards, through one of our Directors, ::\lr. Kennrdy, who had bern East on 
some bu-;iness matters, that that appointmrnt had not been made beuiuse • 
some member of the Bankers' A,:,:oeiation, who;;e name he did not get, had 
r'.lisecl ~ome objection to Mr. 1\lachaffie. That was the information he had 
got from Mr. Haney, but :'.\!Ir. Machaffie was ,-till continuing to disrhargc hi:,; 
duties which he had rome from ,vinniprg t,o di.::eharge. After learning from 
:Mr. Mardonell that the Direetors in the Ea'lt had under con:'ideration the 
appointment of Cooper Mason as General Manager, I wrote l\Ir. Haney on 
June 14th 1917, from Winnipeg, immecEately or within a few days after my 
return from Ott :1 wa : 

EXIDBIT No. 157. ,, 
Filed by Mr. Lafleur, May 5, 1924. 

Letter June 14, 1917, from T. A. Crerar to M. J. Haney, re 
appointment of General Manager, etc. 

(Copy) 

M. J. HAXEY, E,iq., I 

Prr.::idrnt, Home Bank of Canada, 
Toronto, Ont. 

WrnNIPEG, June 14th, 1917. 

Dear Mr. HANEY,---.As Mr. Kennedy and I expect to be in Toronto on Satur
day, the 23rd inst., we are hoping that the regular Board Meeting will be held on 
thut date, so that we will both be present, as there are one or two matters we 
would like discust:ied then. 

It was with Vt->ry great regret, indt>cd, that I found it necessary to be abi-Pnt 
from Winnipeg on the occasion of your visit here from the 27th to 31.:t May. 
Late in the afternoon of Saturday, the 26th, I received a requc,it from the Chair
man of the Briti::,h ·wheat Commii-sion, then in Ottawa, as well a-s from the Gov-
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ernment, to attend an important conference relative to the manner in which 
Canadian Wheat could be mo.,t effectively and satisfactorily handled for the 
purpose of aiding Great Britain and her alli<::s in the War. I could not, of course, 
fail to ·go, and it was most unfortunate that it came in the way on the occasion 
of your own and Mr. Gough's visit here. 

And rderring to the matters that we would like to have disrussed at the 
Board Meeting, I think it well to refer to some of them now in advance of our 
meeting. 

While in Ottawa last month I had a talk with Mr. MacDonell, who, to my 
rnrpri:;;e, intimated that it had been decided by the Ea-stern members of the 
Hoard to appoint Colonel Mason as General Manager of the Bank, subject 
to the approval of the Western Member,:, I could not, of course, imagine that 
such could have been really the case, as I quite understood from yourself that 
you would not think for a moment of such an appointment. However, as Mr. 
MacDonell asked me what I thought of it, I did not hesitate to tell him that the 
Western Members could not consider such a proposal. I am quite confident that 
such an appointment cannot be seriously thought of by the Board, and I need 
not express to you how such a nomination would affect the relations of Mr. 
Kennedy and myself to the Bank. I need say no more about this, as I am taking 
it for granted that there is no foundation for it. ' 

There i,,, however, anot.lwr matter that is giving us much concern, I refer 
to the position of Mr. MacHaffie: We knew, of course, that you had frequently 
spoken in favour of appointing him General Manager, and you will recall your 
wire to me of 24th December, at1king if Kennedy and I would approve his appoint
ment, and my reply of the 26th in the affirmative. We took it for granted that 
the appointment would be ,made in due course, and it came somewhat as a sur
prise to us to receive your letter of 27th January, indicating that it was no 
longer propo.,,cd to make the appointment. It was a real surpriRe, however, when 
fome time later, you told Mr. Kennedy in Toronto that you had changed your 
mind on the question of his appointment becuuse some unnamed mem~er of the 
Bankers' A~-1ociation had sugg1;,,ted some objection to Mr. Machaffie filling such 
a po..;ition> al\hough the actual objection was not stated. 

While we in the West had counted on his appointment, yet if the majority 
of the Board had approved the appointment of some other person of standing 
and expe:;rience who would not be •objectionable to us, we would gladly have joined 
in the appointment of such a per:c:on. But, after thinking it over, we cannot under
stand your approving the rejection of Mr. Machaffie simply because some person 
has suggc"ted an unstated objection to him, even though that person is a member 
c•f the Bankers' Asrnciation. We think it is scarcelv fair treatment of him•under 
the circumstances. • " 

Let me say, however, that in our view a serious wrong has been done to 
Maehaffie by a further act of the Board in which we were not comulted. When 
l\Iachaffie was brought to Toronl o, he was, as he had been for years, Manager of 
the Bank in Winnipeg. He still continued to hold that posit!on, his place in 
Toronto, of course, being simply a temporary one pmding the appointment of a 
General Manager, while Mr. Reid, his assistant in Winnipeg, performed the duties ' 
of Manager there in the meantime. Now, to our astonishment, Mr. Reid in
formC'd us last month that he had received formal notice from the head office of his 
own appointment as Manager in Winniprg . 

I need hardly say that :\ir. RE·id is the very man whom we would ,have 
recommended to the offirP, hrre on a vacancy -occurrinr-. but when, and how, and 
why, did a vacancy occur here? We mor,t decidedly dePire to have full informa
tion upon these points, and we will expect it all to be gone into at t~e meeting on 
the 23rd June. 
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Just look ... t the situation for a moment, and you will appreciate how it 
strikes Mr. Kennedy and myself. Maehaffic wa-:i tal.en from Winnipeg more than 
a year ago to a,:,-ist you pc~onally in the rern·ral over:oight of the Bank's 
bu,:iness at the head office. He had been given to underntand, too,. from time to 
time that his appointnwnt to the Gcnnal ~Lmagcn:lup was practically a,:sured, 
yet now his plan~ in \Yinnip!·g is apparrntly varat.ed and anotlier man put in his 
po:,;ition, and all this without any intimation of uny surr. promi:c being givrn to 
the W e:,;tern l\ T ember;;; of the Board. 

Let me aJd at the S'.lme time t.liat we n~gard it. as mo-,t important for the 
Bank's future that the b! ,-,t po:-;:'ible man availablr sliuuld be cho:-,•n a-; gennal 
manager, and that with the least po 0 -;ible delay. We arc not at all sati:-fi<'d to 
kt mattkr.J continue a:- tlwy now an~. 

We have not in tl1i:-; lrttrr commenter! upon the fact that for rea$ons utterly 
unknown to u,-,, "\,Jr. J\TaPhaffie ha-, not for a con-,idcraLle t.ime pa,,t bl"en doing 
the dutirs which he vvas bkPn from Winnip<'!!; t-0 rlo. Leaving that u~ide, how
ever, what we desire to put before you now rc:-;pccting the future of tlie Bank is 
that we must pre,., for the :,;pecdy appointment of a real General Manager, who 
will '.1ave t.'ie qualificr,tions, a:,; W\'ll as the forr,\ :, nd firmne 3 thut such an officer 
requires. Prior to your guinl!i on the Board, t.h<' uffire of PrPsidcnt and nr-ncral 
Manager was filled by one man. We regard it as essential that in the future a 
man filling t 11 P office of General Mana!!er shillll havP the powers and shall in 
practice pPrform the duties pPrbining to such an office, a-; it, is done in other 
banks. He should, as far as the conduct of banking business is concerned, have 
the real charge, anrl he -:hould be po~se.," ·cd of quahfk.ttions that will fit him to be 
the chi<'f advi~cr of the Pm:;idrnt and Board as to the conduct of banking bu.~i
ness. 

I rannot clOFe this letter without once more ao\:ouring you-and that very 
sincerely-of my appr<'riation of the very excellent ,-(;rvicrs that yolt1 have, in 
my judgment, personal'.y rencll red to the Bank since you becl.!.me its pre~in.Pnt. 
Perf-,mally I frel every a-,uranee-arnl Mr. K<'nnrc:y i,as thP tc:tme il'<'l'ng-that 
by following only f'ound policies and cirvcloping the Bank's businc;:,s by taking 
full ad,·antai:e of the opportunities thut lie before u-;, wr ran under your pn,.,i
ch·nry and with tlw assii--bnce of a good ~mcr-il manav,·r bf-fure many ye'lrs hring 
the Bank t-0 a fir~t rlass position in the Canadian ban:cing fraternity, and <;]inuld 
a satisfactory explanation be given as to tbe treatment extended to Mr. Mac
haffie, and should there be no attempt made to place Colonel Mason again in 
the po<;ition of General Manager, we would be very glad to continue co-operation 
with you and join you in su·bng to get the best man po-,.,iblc for the po.,ition, 
·with tl1e qu3.lifici..tions and with the Yiew to hi~ <'XPrCi'-ing thr powers and doing 
the c'.uti<'s that we h1.o,ve outlinrd. 

With kind regards, I am, 
Yours truly," 

His LORDSHIP: We will take recess until 2.30. 
Adjourned at 1 p.m. until 2.30 p.m. on ~Ionday, May 5, 192-!. 

AFTERNOON SESSION 

OTTAWA, ONT., Monday April 5, 1924. 

Proceedings ie-,umed at 2.30 p.m. 

THOMAS A. CRERAR, cramination by Mr. Lafleur, resumed. 
Q. Have you any further rorre:opondence to produce, Mr. Crerar?-A. 

There are some few further letters. I mi";ht F'lY that after writing that letter to 
Mr. Haney on the 14th of June, I nrxt met him in Winnipeg in July, I cannot 
recall the date, but he was in Winnipeg on his way out to Vancouver, if I re
member right, and I think he was visiting quite a number of the branches of the 
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bank at that time, and I recall a eonvers::ttion I had with Mr. Haney on that 
occasion in which the rrlationship between himeelf and Mr. Machaffie was 
disrussed. 

It seemed to me, from my ronve1s:1tion with Mr. Haney, that the difference 
between thm1 wa-, of a per -onal character. At any rate I asked him then, as I 
rera'l, if he had any objertion to my mentioning the conversation to Mr. 
Machaffie, and he had none. 

Q. Are you going to pu~ in a letter of September lst?-A. I have that here. 
Q. You will find a reference to the meeting with Mr. Haney as havir.g taken 

place at the Fort Garry Hotel on the trip "\Vest early in July?-A. That is the 
meeting I refer to. 

Q. Y es.-A. Mr. Haney went on vVest, and I had a conversation with him on 
his return, which was in August. The only matter I recall that was discus,:ied 
at that meeting was the line of credit for the Grain Growers Grain Company for 
the grain year that was then commenting. 

I find on Augmt 1st I wrote t0 Mr. La'ih. 
I 

EXIDBIT No. 158. 

Filed by Mr. Lafleur, May 5, 1924. 
Letter, August 1, 1917, from T. A. Crerar to Z. A. Lash, re 

matters connnected with the bank's affairs. 

z. A. LASH, E.,;q., K.C., 
Bank of Commerce Building, 

Toronto, Ont. 

(Copy) 

""\VINNIPEG, August 1st, 1917. 

DEAR Mr. LAsn,-1 am going to trouble you once more by bringing to your 
attention as Chief Countoel of the Home Bank of Canada, certain other matters 
connected with the Bank'; affa:r::1. 

I think it better, in the first plare, to hand you, as I do herewith, copy of ~ 
letter I addre~ed on the 14th of June lm,t to Mr. Haney. This letter set-; out 
somewhat fully the rearnn·, th::tt led Mr. Kennedy and myself, as directors, to 
place the situation as we viewPd it before the President. 

Having had an opportunity of discus,-ing the situation since then with Mr. 
Haney while in this city recently, Mr. Kennedy and I feel that if we are to 
continue to hold our :;,eats as directors we n;i.ust insist upon our views being met 
to at least a re:t::ionable degree. 

We •have felt, at the same time, that it is proper to place the whole matter 
before you as Chief Counsel, so that you may, as we earnestly desire that you 
will-take it up with the Pretoident with a view to the situation being fully dealt 
with at an early meeting of the Board. And one reason, I may say, that 
influences us to address this letter to you is that we wish to be very 9learly on 
record as placing the matter fully before the chief Legal authority connected 
with the Bank. 

Following then what is set out in that letter-which Mr. Kennedy and I 
now reaffirm-let me,eay that the expression of our confidence in the energy and 
ability shewn by ~fr. Haney in assi.,ting to bring the Bank into a much improved., 
condition, represents 'our actual feeling in the matter. We fully recognize his 
marked ability and _strength, all of ."»·hich was, of course, unknown to either of 
us when he first-without the knowledge of any of the Western directors-went 
on the Board. The first suggestion, indeed, that came to us indicating the force 
that we have since come to recognize in him, was in your own letter to Mr. Fisher 
in which, according to my recollection, you referred to him as the "strong man'; 
of the Bank. 

I 



440 ROYAL COMMISSION 

In my rerPnt talk with Mr. Htm,y I pres::;ed on him owe more the views 
that are set forth in the letter, and he quite frankly admit1 Pd that his actions 
mip:ht be open to objection. At the same time he added, with equal frankness, 
that that W:.t'l hi"s way-regarding hiw.sd[, as he put it, as "the executive" of the 
Bank. 

Mr. Kennedy and I would inckrd be glad to co-operate with Mr. Haney to 
the best of our ability, but we are decidellly of opinion that some competent 
man of banking experience should be appointed to the position of General Manager 
-and that with the lea::it possible delay. Mr. Haney has not had banking ex
perience, and it was for this reason, in fact, that he felt it advisable to procure 
the service-, of a trainrd and experirnced banker in the person of Mr. Machaffie, 
pending the appointment of a GenPra] Manager. 

Now, while we would have gladly approved Mr. Machuffie's appointment, 
and while we were a,; in the encloc:ed letter bet forth led to e:-..pect it, yet we on 
our part never propo:-C'd it-leaving it to the foll Board, aftPr careful e~quiry, 
to make the choice. And let me s:iy that to youff'elf, with the knowledge you 
have of men available for such a position, far beyond the knowledge, as we think, 
of any member of the Board, we ·would be dispo:,ed to look more than to any 
other person for suggestions in that line. We do protf>st, however, most deridedly 
against the treatment that ha:;, bePn extPnded to J\lr. Machaffie, who, as Manager 
of the Chief Agency in the West, had been long associated so closely with the 
We.stern busines::i of the Bank and with us a-s \VPi::itnn members of the Board. 

Let me repeat, that Mr. Kenm=.Jy and I are most anxious to co-operate with 
Mr. Haney on the linrs suggested. Having regard to the somewhat large interest 
in the stork.of the Bank held by the gr.tin p:rowers of the West, as well as by 
the Grain Growers Grain Company with which we are associated; having regard, 
too, to tqe satisfactory bm,inrss heretofore done by the Bunk among the We::itern 
farmers, we need not say the we are mo,;t anxious to a~,bt in a~~uring the con
tinuance as well as the ,exten-,ion of that business. But we are not content to 
see the affairs of the Bank carried on under a one-man rule such as was exercised 
under the fornwr managrment. As t>et forth in letter to Mr. Haney, we wish a 
real Gener.,l Manager chosen bl'rnusr uf recognized qualifications for the position, 
who will be armed with the powers and charged with the duties u1ually exerri::ied 
and carried out by the General Manager of a Bank. 

Should an under.,tanding be reached looking to co-operation on the lines 
SU!!gested, there are a few other matters that we would very much like to di::cms 
per,,onally with Mr. Haney and yourself. 

Let me add, that we have not told Mr. Machaffie of our having written 
the enclosed letter to Mr. Haney, nor does he know aught of our sending thi:; 
communir'.ltion to you. , 

Trusting you will believe that it is purely and solely in the intem,t of the 
Bank that we are troubEng you with this, 

I am, 

Yours very truly," 

,Q. Did you get any answer to that?-A. No, I have no record of any 

41 
amrwer to that, Mr. Lafleur. I hr.ve searched through my files and I cannot 
find any. That letter was dated August l,;t. • 

Q. 1917?-A. Yes, 1917. I mentioned a moment ago th;1t I s;1w Mr. Hc.ney 
some time in Augw,t on his return from the Coast, but the only matter discussed 
was our credit for the enc,uing year. 

I find the next I have is a letter dated September 1st, 1917, to M. J. Haney, 
Esq., Prcsid~nt Home Bank of Canada, Toronto. 

I 
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EXIDBIT No. 159. 
Filed hy Mr. Lafleur, May 5, 1924. 

Letter, September 1, 1917, from T._A. Crerar to M. J. Haney, re Machaffie. 

M. J. HANEY, ESQ., 
. " SEPTEMBER 1, 1917. 

Pre::;ident-Home Bank of Canada, 
Toronto, Ontario. u 

DFAR HANEY, At mY. meeting with you in the Fort Garry Hotel when on your trip wef't in early July, we discu::;scd the qur,-tion of ::\Ir. Marhaflie's po8ition with the Bank, and our ta!k, you will recall, wa::; quite frank upon the matter. It wa::i unde1.,1-tuod then that when I went Ea:;,t a few weeks later as I intended, I should rhscu:30, the mattc-r of our eunver!'-atio11 with l\Iachaflie, and it was pnfectly undu:-;tood brtween u;;; that I wa;; at liberty to ment.ion to him anything that you had told me im rrspect to his work. 
I abu a~kcJ you on that occasion if you would br ,Yilling to discu:::s with Mr "haflie, n~ frankly a" you had done witl1 me, his relationf--hip to the Bank and whue in your opinion his work h,trl been un,atisfactory durin~ the six months prPvi,ms, a,; up to thi·' period his work 1iad Im n ::;ati:;fat·tory. You quite frankly and unr<'!'-ervdly ,tated. vour w;llingnu-; to do thi:e:. It wa~ al-;o undn::itood that upon your return from the Wc,t, ,yhirh you t'xpoctPd would be about a month later, we should h-:we fur:Ler rnnv,er;.::..tion abuut it. As intcndc J, I saw Mr. J\fachaflie a few wrPks after tbe time of my converrntion with you just referred t.o. I. told ::\Ir. Macllaffie a~ fully and rorrrc·Hy a:;, I l ould your view, and it ..;l-'emi cl quite Pkr;r to mP thd the diflit ulty had arisen largely throui;h misunderaknding. I al:-;o told Mr .. Marhaflir on th:1t orca,-ion thr.t, you had sbted your willin1;nes::; to disru,::c the whole mcttter frankly with him, and he was glad of r .. 1Ving an opportunity to meet you in this way. When in "Winnipeg on your way 'l.lme two Wt·•:ks ago I to'd you of all this, and certainly underf:tood that you would have a talk with l\lr. M:idiaflie along th(> lim·-; that I mentioned. On We.Jne"day m6rning last I rL•eeived the f_ollowing; message from Mr. :'.\L,·haflie :-

"Without opportunity of di~rus,ion along lirn, mentioned by you wa:;, informt·d to-d<1y befon~ Uough and Daly t11at ,-c,rvices not of value to im-titution and given until noon Thur::;day to make sugge:;tion as to my future po,-ition and told Winnipeg out of que;;tion. This no doubt is preliminary to dra::itic act:on. If you have any advice send me night lettn Wednesday to head otfire. Better not communic.ite with others here". 
In view of the undn-:knding I ln:d with you about the matter, I wa~ to ::i..1y the least surprised. I at once wired Maer.aflie, as follows:-

""\Vire receiv-cd. ·we think it m~rntial we wire President to-night prote:::ting against t.ny actioTJ till after Board Meeting. Reply quirk." Getting no reply from him that day, I ~wt another message by night letter a5 follows:-
"Suggest if any drastic action taken you ,claim right and be on record of fitating all rircumstanoeR your case to full Board for their consideration and d<'ri-:ion." 

Friday morning I received from him the following wire:-"I producer! both your telegram at meeting without effect. Made. suggestion for establishment Inspection Department under me. Am promised reply to this suggestion on Saturday." 
78628-3 
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Whereupon I wired you as follows:-
"Much disappointed at Machaffie's case being dealt with until ;meet

ing held at which we would be present a5 per previous understanding. 

However we strongly approve creation of Inspection Department under 

his charge considering such a step would be essentially in best interest'> 

of bank. Kennedy and myself urgently protest against any other dis

position until meeting held." 
To this I have your reply this morning as follows:-

"Message received. Am not awart:: of nature of Machaffie's commu

nication to you. If he depended upon his work rather than his friends 

he would probably be more successful." 

To this I have promptly replied as follows:-
"Am mailing you full copies of mes<-age,8 from Machaffie which con

tain nothing objectionable. Frankly think he has been very unfairly 

treated. We re:1d your message as suggc,::ting that friends referred to 

are seeking to help him in disregard of Bank's interests. We cannot 

think you seriously mean this. We urge suggestions as to inspectorship 

may yet be adopted." · 

I also yesterday wired to Mr. Machaffie as follows:-

"Wired President to-:day strongly urging creation Inspection Depart

ment your appointment as head of same and that if not done nothing 

be done in your case until full board meeting." 

Let me make two observations on these telegrams:-

( I) That these are the only communications I have had from Mr. Mac

haffie since I saw him in Toronto on the occasion referred to in this letter, and 

that there is nothing of an objectionable character in them. 

(2) That the suggestion implied in your telegram received this morning, 

if we read it right; that Machaffie's "friends" were standing behind him even 

to th€ ddriment of the Bank's business; is wholly unwarranted. 

I am surprised and disappointed that you have not taken the opportunity 

to discuss the matter with him along the terms of our understanding, and that 

any disposition of his case would be considered before a full meeting of the 

Board is held, as understood between us. As far as Mr. Kennedy and I are 

concerned, we want it understood that we are not standing behind Mr. Machaffie 

one iota beyond what his merits call for. At the same time we are not willing 

to see him, after his long association with the Bank and the valuable services 

that he has rendered it in the past, dismissed with no more regard than might 

be shown to a $50.00 a month clerk. 
Let us add further that we think the suggestion of creating an Inspection 

Dep:1rtment with Machaffie at its head, will not only be in the true interests 

of the Bank but will solve the difficulty as far as he is concerned. If this 

i.s not done, we would repeat the request indicated in our mef'sage to you that 

no disposition of his case be made until we have had an opportunity to discui"s 

the whole matter at a full Board Meeting, such indeed being the understanding 

we had. 
In this connection may I mention to you that some years ago, and before 

you were connected' with the Bank, thi::; very question of appointing an In

spector was faken up by the Western Members of the Board and pressed at 

that time upon their colleagues. To our great dic,appointment, while the ::mg

ge,::tion was favorably received, nothing was ever done to carry it out. You 

will see therefore that the question of appointing such, an Inspector is by no 

means a new one with us in the West. 
I am, 

Yours truly," 

To that letter I received the following reply from Mr. Haney: 
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EXIDBIT No. 160. 

Filed by Mr. Lafleur, May 5, 1924. 
Letter, September 5, 1917, from M. J. Haney to T. A. Crerar, 

re Machaffie, etc. · 

"TORONTO, September 5th, 19,17. 
My dear Mr. CREARAR,-1 am in receipt of your ~elegrams, copiei:; of which are 

in your letter of September 1st, and do not think that anything can be gained 
by correspondence in this matter. 

I am arranging to have a complete system outlined for the management 
of the Bank, and when this is dohe the Board will have an opportunity to 
discuss it. 

With reference to Mr. Machaffie, I had a further talk with him, and am 
satisfied that he should have a rest of some kind that would clear his mind of 
certain ideas he has with reference to treatment, etc., and have invited him to 
see me from day to day and we will determine what is best to be done. 

I trust when you and Mr. Kennedy come east we will have the pleasure 
of seeing you at the Board meetings if it is convenient. 

Very truly yours, 
l 

(Sgd.) M. J. HANEY. 
T. A. CRE.RAR, Esq., 

President, The Grain Growers Grain Co., Ltd., 
McDermott Ave. & Rorie Street, 

Winnipeg, Man. 

Mr. LEE: What is the date of that? 
WITNESS: September 5th, 1917. 
I think I may state hPre what is probably now generally known, that dur

ing the months of August and September, 1917, negotiations were on for the 
formation of a Union Government in Canada, and, in that connection, I had 
paid one or two visits to Ottawa. If my memory seryes me correctly, I was 
away from ·winnipcg during the greater part of September. On my return at 
the end of September I was asked to go to Ottawa in the near future, and I 
find I have a wire to Mr. Haney on October 5th, 1917, from Winnipeg. 

EXIDBIT No. 161. 

Filed by Mr. Lafleur, May 5, 1924. 
Telegram, October 5, 1917, from T. A. Crerar to M. J. Haney, 

re arranging full Board meeting. 
"Expect leave for eai:;t"tomorrow. Could you arrange for full Board meet

ing about October 12th or 13th? Mr. Kenn~dy can come do·wn then." 
To which I got this reply. 

EXIDBIT No. 162. 

Filed by Mr. Lafleur, May 5, 1924. 
Telegram, October 6, 1917, from M. J. HaJ11ey to T. A. Crerar. 

Reply to telegram of October 5, 1917. 
78628-3½ 
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"TORONTO, Ont., October 6th, 1917. 

T. A. CRERAR, 
Pre,;ident, 

United Grain Growers' Grain Company, 
\VinnipPg, Man. 

J\lr,;:;age rrc·eivcd. Plea;,cd to know you are 1·uming east. 

(Sgd.) M. J. HA~EY." 

Mr. LAFLErR: Xo rderenre to date of 1rn·eting?-A. Xo rpfrrenre to rlate 

,of mtPting in tlrn me,-:-age. I lPft WinnipP;:!, according to this me~::,uge it would 

b<' on the 6th Urtuhcr, and ran 1P tu < lttawa, and on the 1211i, or on the 11th 

Ottobn the negot1utions hading to tlie formation of the Union Gowrnmcnt 

were ron::mmmat.t l, anrl I wa,- ~wnrn in M :1, Minil'tcr of the Crown on October 

12th. A ft·w dayti ~ollowing, on ( )t"tober 15th, I find I :sent tlw following tele

gram tu Mr. Haney from Utb.wa. 

EXIDBIT No. 163. 

Filed by Mr. L.tfleur, May 5, 1921,, 
Telegram, October 15, 1917, from T. A. Crerar to M. J. Haney, 

re going to Toronto. 

~I. J. HA~r..Y, 
"OTT I.WA, Ont., OctobPr 15th, 1917. 

c/o Hume Bunk, 
Toronto. 

\Vi:1 be· in Turnntu tomorrow. \Vant p:1rticularly :,.ee you." 

To wLi<'h I rel'Pivcrl ~'.ie following reply on the :5:tmc date, namely, October 

15t \ from Toronto. 

EXIDBIT No. 164. 

Filed by Mr. Lafleur, May 5, 1924. 
Telegram, October 15, 1917, from M. J. Haney to T. A. Crerar. 

Replying to telegram of same date. 

"TORONTO, Ont., Oct., 15-17. 

Hon. T. A. CRLRAR, 
:\1.ini:-tcr of Agriru:turr,•Ott.1w.1, Ont. 
borry I will be. in ~cw York tomorrow re-turning ThurEJ:iy. 

(Sgd.) M. J. HANEY." 

XJW, I could not wait to ~re Mr. Hant>y on that occ'.1:-ion, as arrangnrnmts 

had Lel n mLvlc for a public mel'h,g in \Vinnip,!c; wl,ich I wt:~ PXp,·dt'd to 

acldr"-~>'. and I left fur "\Yinnipt g without -:;t Ping lum. I ktd no further com

muniration--, and uttt·•,.l.-,d no further mrctmg,;; llf +lie bank, un•il I wrotP to 

:i\Ir. Haney on January 3rd, 1918. The e~1·rtion wa::3 on the 17th Decl'mhPr, 

1917, and on Januury 3rd, a few day,: aftrr t:1e holidays, I wrote Mr. Haney 

tendering my m"i~nation. The letter i;; u, follows: 

EXIDBIT No. 165. 

Filed by Mr. Lafleur, May 5, 1924. 
Letter, January 3, 1924, from T. A. Crerar to M. J. Haney, tender

ing resignation. 
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l\'1. J. HANEY, Esq., 
"January 3r1, 1918. 

Prc,,ident, Home Bank of Canada, 
Toronto, Ontario. 

DEAR Srn,-I herein tender you my rc~ignation as a Director of the Home 
Bank of Canada, to. take effect immediately. 

I aru, 
1 Yours truly," 

vVith that letter I wrote Mr. Haney from Winnipeg, as follows:-

EXHIBIT No. 166. 

Filed by Mr. Lafleur, May 5, 1924. 
Letter, January 3, 1924, from T. A. Crerar to M. J. Haney, re 

explanatory -letter accompanying resignation. 

M. J. HANEY, Esq., 
Pre:::ident, Home Bank of Canada, 

Toronto, Ontario. 

" January 3rd, 1918. 

Dear Mr. HA1':\rY,-ln handing you, as I do herewith, my re;.ignation from 
the dirertorate of your bank, I have thought it well to acrompany it with this 
explanatory letter. 

In the first place, let me say that I am plaring my resignation ih your 
handR at this particular time for the reason that having aecepted a plarP in 
the Dominion Cabinet I felt that I ought not to continue to fill the position 
of a Bank Direct.or. 

And, having regard to the somewhat strong terms in whirh for a con
sidrrablr time past my We,:;t<-rn LOileaguc~ on the Board and myself have felt 
it our duty to criticize some features of the Bank',, past management and to 
urge the taking of certain steps that we felt to be to the Bank's advantage, 
I may ~ay that our vic•ws have nfJt changed, and i)l retiring now from the Board 
I will still entertain the hope that the vie"~ we have ~o prc"sed will, to some 
extt•nt at least, be approved by ~ou and arterl upon by the Board. These 
vimn are somewhat fully ;,et fort'.1 in my letter to you of the 14th June last. 

I am, 
Your~ truly," 

Mr. Li,,E: What is the date of that lettN? 
WJTNE"-B: This is the same date as the other, January 3rd. 
Xow, that conclude~ tl1e corre;:pondence I had wit11 Mr. Haney, or any

one el~e a~sociated with the bank. 
Mr. LAFLErR: Did you not get a lc•tter from Mr. ~fachaffie prior to that 

date about his re-enp;agement? I have a note that you got some communica
tion from him.-A. No, I have no letter, but I recall that ,:ome corn-iderable 
time after-

Q. After you left the Board ?-A. After I left the Board, and I think after 
Mr. Haney p;ave up the Pre;,,idency, Mr. Machaffie spoke to me and asked 
me to write to :\Ir. Daly, who wa~ then President of the Bank, putting in a 
word for him. He had been out of employment and wi::-r.ed to get some position, 
as I rerall. 

Q. Did you do- ,;o ?-A. I wrote to :'.\fr. Daly but I have not a copy of the 
letter. 

Q. Up to the time of your rc:::ignation, were the Grain Growers' holdings 
still there in the bank?-A. Yes. 
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Q. And what happened in regard to (hose holdings, in regard to the 
thou6and odd shares?-A. Tho'ie share:,; were sold to Mr. Daly in June, 1919, 

according to my recollection. 
Q. Can you tell us the circums.tances?-A. Well, I was not at that time, 

except on very rare oec:i,ions, attending mcc•tings of the Bourd of Directors 
of the Grain Growers in Winnipeg. I wa-; in Ottawa attending to my duties 
here which kept me very fully employed, but about the end of 1918 the 
Directors of the rnited Grain Growers derided that they would sell the::e 
shares if they could grt a satisfactory price for them, and the reason I learneu 
afterwards, although I was not pre,;ent at the time, indeed I was practically 
out of touch with the busine,;,.; of the rnited Grain Growers during that period 
I was in th~ Government, wa-; that they had in contemplation an elevator 
programme in ,v estern Canada, of building country elevators, and they wished 
to convert this security into cash for thi,, purpoFc. 

Efforts were made after that from time to time to. "ell :::ome of the:ie shares. 
I think they had bids of 75, or thereabout-;, but the matter was not taken up 
active:y until the spring of 1919, and I recall a conversation that I had with 
Mr. Daly in my office in Ottawa which, acrnrding to my recollection, was in 
April, 1919, and Mr. Daly intimated to me that he wh,hed to get the proxies 
for the Grain Growers' stock, ahd I gathered, in conversation with him, that 
there was some difference of opinion between him,:elf and Mr. Haney. At any 
rute. he expres:-ed to me then that he was afraid that Mr. Haney might be 
gathering the proxies of share:- with a view to eontrolling ~e Annual l\icl•ting, 
and that he thought some of ~Ir. Haney's actions in the bank were a little 
speculative, and he wished to get eon~rol of tlw,:e proxie~. I told him that I 
understood our Board wished to E<ell thee share'<, so he af-ked then that if they 
were sold he be given the first ehanee to buy them. I communieated that to 
my a,:sociates in the Company in Winnipeg, and they carried on the negotiations 
with Mr. Daly afterwards. 

Q. But no proxies were given?-A. No proxies were given but the shares 
were :-old to Mr. Daly, I think, in the fir~t part of June. Mr. Black who is now 
the Provincial Treasurer in Manitoba, and who was then Trea,:urcr of the 
1J1nited Grain Growers, came to Toronto and dosed the matter up personally 
with Mr. Daly. 

Q. You had nothing to do with these ncgotiat ion;: ?-'A. I had nothing to 
do with these negotiations. , 

Q. Do you know what price t~c:v got for their share~?~A. I think they 
were sold at $100 per share to Mr. Daly. 

Q. They did pay 133?-A. They paid 133 for them. 
Q. Does that close your relations with the Home Bank, and its Director'l, 

and staff?-A. Yes. I should make referenrc, perhaps, to one other thing, the 
only thing I recall that I have not mentioned, and that was a conver:iation I had 
with Mr. Machaffie in Ottawa, I think it was in the spring of 1918, in whirh he 
discm<::ed his grievance against Mr. Haney, and told me that he thought Mr. 
Haney had been very unfair to him, and was too inclined to bke chances in 
conducting the bank's business. That is the only thing I rerall outside of what 
I have stated. 

Q. There i'l just one explanation I want to a!"k roncerning your testimony. 
You sai~ that when you were looking into the Frost arcount in Toronto, that is 
the Briti:;h Columbia account, you ascertained, if I under:4ooll right, that the 
amount was $1,300,000 in excess of what you thought, or what you had been 
told. L; that right, or am I to take it that you ascertaine<l that that was the 
total of ,the account? I did not quite ratrh what you said.-A. Xo. As I recall 
the information ~iven to us in November, 1914, it was that the Fro-,t account 
was about a million and a half dollars. I 

Q. Am I wrong, is it the Pellatt acrount in which you said that the wrong 
amount had been given you ?-A. It was the Pellatt account. 
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Q. What was the discrepancy?-A. Well, ·my recollection is that when we 
first discussed the matter at the Board meeting in November, 1914, when we 
asked for this information, we were told that Pellatt owed the bank $1,100,000, 
or thereabouts. Later on, before the sessions of that meeting of the Board were 
concluded, we found, or rather we were told that it was some $500,00 or $600,000 
more than that. C> 

Q. The discrepency was $500,000 or $600,000?-A. Fully, and I believe 
that we learned later it was even in exeess of that. I think the Pellatt account 
at that time stood at something around· $1,850,000 or $1,900,000. 

Mr. LAFDECR: That will be all I have to a:::k you for the present, Mr. 
Crerar . 

. Cross-Examined by Mr. McLaughlin: 
Q. Mr. Crerar, before Mr. Fisher on your behalf sent in the memoranda, 

exhibits 2, 3 and 5, you had been endeavoring for more than a year and a half 
to p:et explanations about the real state of the bank?-A. No. I would say for 
fourteen months. 

Q. And you had never been able to get satisfactory information?-A. No. 
The point was that we had absolutely no confidence whatever in the General 
~anagement of the bank; we had absolutely no confidence whatever in General 
Ma~on as head of the bank. 

Q. I think "you were perfectly right, and you found the statements made 
by the management were contradictory from time to timc?-A. They were, 
particularly in the early meetings. 

Q. And, as three Directors of the bank, you had in your opinion, done every
thing you possibly could to get information from the liead office of the bank?
A. We tried to get information, and what was chiefly in our minds at the time 
was that we had endeavoured to get a change in management. 

Q. There were two things, you were ·wanting a change in management 
and wanting to get information about the true state of the bank's affairs?
A. Yes, sir. 

Q. And you had been unable to obtain any information ?-A. To our 
satisfaction, no. . 

Q. And, as a last resort, you took the very exception'al course of three 
Directors: of the bank going to the Finance Department?-A. Ye'i, '3ir. 

, Q. To obtain information there. You first consulted Mr. Fisher who, I 
believe, is a counsel of large experience?-A. Yes, one of the lawyers of standing 
and repute in the city of Winnipeg. 

Q. Of very high standing, and recognized as a man of fine judgment?
A. Yes. 

Q. And, a'3 a result of your consultation with him, you decided that the only 
course open to you was to appeal to the Finance Minister?-A. We decided that 
the full facts, as we had them, should be placed before the Finance ~inister. 

Q. You found it was your duty to place the full facts before the Finance 
Minister?-A. We did, under the circumstances. 

Q. You were becoming very disturbed at that time as to the condition of 
the bank?-A. I would say that was a matter of anxiety to us, but we were 
more disturbed at our inability to get things started in the right direction. 

Q. You felt that, in order to perform your duty as Directors, there was 
a lot information that you required which you had not got?-A. Well, we thought 
there might be more information. 

Q. And such information as you had w~s sufficient to make you suspicious? 
-A,. Well, we felt we could not rely on anything the General Manager of the 
bank 'told us. 

Q. So then you appealed to the Finance Minister, and you asked the 
Finance Minister for an investigation by his Department ?-A. Yes, it is set 
out in the correspondence. 
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Q. It is set out in Exhibits 52 and 53. In Exhibit 52, Mr. Fisher i-ays, on 
your behalf: 

" it is true that my clients are most de~irous to co-operate harmo
nioudy with Mr. Haney, whom Mr. Lash, riirhtly as I think, regards as 
the strong man among,;t the Eastern Members of the Board, ·and at 
the rel'cnt mceting-s I unckr,;toud my client,-, gave evidence of -mch desire. 
But it was quite clear to me that they would not for a moment be contPnt 
with an invc.-:tigation to be conducted by the Board as at pre,;cnt con
stituted.'' 

That is right ?-A. That is eorrpct. 
Q. What you want!'d wa~ a :otraightforward, inrlepcndent, honest i:Q-ve:'tiga

tion?-A. That wu~ undoubtedly what we wanted then. 
Q. Then in Exhibit 53, at page 83, he says: 

"And they are <'qually firm in thC'ir conviction that under the cir
cum;;tanrP:- diseJo,:cd in the t hrce memoranda placed in your hands at 
their instance on 22nd January la:-t, and the papers accompanying the 
same, ineluding the report of the fir8t im:pect.iun of the chief Toronto 
office, it will be wholly un.,atisfactory to have an investigation made by 
the Board as at presrnt con.,;tituted." 
And nt the ('Ile! of the same Exhibit, it say~: 

"On the whole, it iR the hope of my elirntR tliat you will be able to see 
\'our way to dirert a full investigation by an auditor appointed by your 
Department." 

Now, what you wanted, and asked for. wa::; a full inve;;tigation of the 
whole affairs of the bank'?-A. That was whttt we had in mind. 

Q. It was not merely an inwsti ga1 :on of two or three accounfa:, although 
these arr,mnts were prominently in your mind?-A. :N"o. I would :oay that 
we had in mind ut that time more making an rxaminat,ion into the bunk us a 
whole. 

Q. Ye~, into the bank aR a whole ?-A. Because "c felt we could not 
depend on statement,- thnt we rel'eived from t11e Pre-:ident and General Manager. 

Q. :Now, you submitted all the:,e f..id~ that were at your dispo~al to the 
Mini,;ter of Finance?-A. Yes, sir. 

Q. And• you -:peei:Jly mentioned a~ typical tbnc or four account~?
A. Well, those arcuunt;:; were the ones that ,,ere giving u-: d1id concern. I 
should make it dear here that as far a,; the other grncral a1·rounts•in the 
Toronto branch were c-oncerned the Din•durt- in Toronto were alway<; strongly 
of the view that there would nut be vPry !"Criou;; lo:--Ps in tho~e a, rount-:. Q. Take the Prudrntial account, that.\\ as one that was giving you a great 
deal of anxidy?-A. Yes, sir. 

Q. And the information that you submitted to -the Minister showed that 
at fir~t it had bern stated to you by the <~enPral 1\Ianager that it wa8 serured 
by a deposit of $500.000?-A. Yr-:, ~ir. 

Q. Whirh you found afterward.:, was not true?-A. Correet. 
Q. That if-, the deposit' eould not bC' held a'I sel'urity .at all. You wrre 

told also, according to \\!tat wr..s submitted to the Finance :'.\1inistrr, that they 
had the fir,.:t mortgage bonds of a railroad at N e,v Orleans, and it turned out 
afterwards that that was not truc?-A. I don't rC'rall that. I think they had 
the bond,-,. 

Q. They had the bonds, but it turned out, areording to thr material that 
you submittr:,d and sent down, that. the railroad that had is,,ued the bondr::, had 
a prior mort!,!:age iRsue of $512,000. Do you remember that?-A. Yes, I believe 
that is correct., 
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\ \ Q. Which was not worth fifty rents on the dollar, that these bondR were only E-l'cured by a deposit of the subsidiary company called the Algiers Company?-A. There were two subsidiaries, as I rf.'rall it. 
Q. And that they had a bond iF"lUe of $300,000?-A. My recollection is that the obligation;:; of tho::ie companies was the $180,000 that was owing to a man named Carrol. 
9. $254,000 of this $300,000 had been deposited to secure $180,000, and that security was only on the t5tock?-A. ,ve diseovered that. 
Q. And you also submitted to the Minist,er a report by Mr. Merrick a prominent solicitor in New Orleans; that is on the file submitted to him ?__'._A. YeR. 
Q. In which he -,tatcd that thC're· was little hope of the bank recovering any respectable portion of its claim ?-A. I believe th:.;t view was expre:::srd. 
Q. And you had a report by Mr. Adair, Supervisor of the bank, who ·went down there and investigated, that is Exhibit 65, in w:1ich he reports there is 

practically no equity for the bank?-A. YC''\ there was a report from Mr. Adair . 
.. Q. And you had a report from Mr. Anglin which you submitted to the ~Iinistrr also?-A. I rerall that. 

\ Q. In which he would not advise the bank to put any more monev into 
the enterprise; to try to save what they had ?-A. I do not ~ecall that th~t was in Mr. Anglin's report, but it may have been. 

Q. I do not want to take. up any more time than is necessary, because there things are in. The Anglin report is Exhibit 40. And then you know also 
that the Prudential Trust Company disputed their liability, that was also submitted to the l\Iini-.tc:r?-A. Yes, I think that is correct. 

Q. t--o thctt that arcount looked pretty bad in your eyes ?-A. That was the account I may say that gave us tl:e most conc0rn at that time. 
Q. \Vell, were you aware tl:at while you were a Director those railways went into. the hands of a Receiver, and that the aRsets were sold ?--A. I do not \l'Ccall that. 
Q. And that the bank received nothing?-A. No, I do not recall that. 
Q. This was done while you were a Director. but I darerny it was don<> behind your back, and then the bank bought these ::;eC'Urities of the subRidiary road, the Algier~ Road, for $235,000, making a new inve,,tment?-A. I do not recall thiJ particularly, Mr. MrLaughlin, but I do recall that disC'U~sions took place aR to proteeting the scrur.itiPf' t-0 the bank that lay in the Algiers Railway, and I think the other wa-1 'the ,vc~tern and ,:omething. I recall disruP-::ions of 

that kind, I do not rerall what you have ju>'t ~tated. ' 
Q. \Vell, evic!Pntly the Bo,ud dcr·:dcd not to protert them, because they let them go under Rerriver·::; sale?-A. I eannot recall that. It may have been with a view to buying them in. 
Mr. SYMINGTON: Get the dat-e and then you will know. What date wac; 

thctt? 
:"\fr. l\IcLAFGI-ITT'<: I think it was in 1916. That is given in Mr. Clarkson's evidence, as reported in his report. I do not remember the exact date. 
\VIT~rns: I recall very dearly that the matter was under di~russion, and the view of tl:e Directors was that what security. there wao should be pro

tertcd. 
Q. What i,- that?-A. I rcrall that the matter was discussed, and that 

what ~eC'Urity there was in the Algier,,, and the other ~ubsidiary concern of the 
New Orleans and Grand Isle Railway should be protected. 

Q. You do not then know exactly what was done?-A. I do not know the .,;tr,ps that were. taken. ' 
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Q. What was done appears to be, according to the evidence, that they 
were foreclosed out altogether, and that the bank made a new inve;:;tment 
which the Prudential Trust had nothing to do with, by buying in the Algiers 
Road, not at the !'ale but subsequently from the purchaser?-A. Was that 
clearing up the Carrol obligation? 

Q. This i-, Mr. Clark;;on's report: 

"1917. In this year the New Orleans and Belle Isle Railway Com
pany went into the Receiver's hands, following which its assets were 
taken over by holders of securitic'l with liens prior to those held by the 
bank as security for its advances. The bank later acquired the South 
New Orleans Railway Lip:ht and Power Company by the purchlJ:se of 
securities to the amount of $235,000." 

A. What date is that, 1917? 
Q. 1917.-A. Oh, well, I was not aware of that. I do not recall attending 

any directors' meetinp:s in, Toronto in 1917. 
Q. I am quite well sati"fied, from what you said, that you were not being 

kept informed as to ·what wa:; actually being done. Now, were you a~·are 
that the Fro::;t loan from the time it started, away back in 1906, or 1907, right 
down till 1916, and from then on right down to the time you <leased to be a 
,DirPctor, there never had been a dollar of intere::;t paid on it?-A. I know that 
no interest had been paid on the loan up to 1915. My recollection is that that 
information was given to us in the November meeting of 1914, but my impres
sion is that we were told after that. that Frost had made some small payments 
on account of interest. 

Q. It appears, according to the Liquidator's report, that any payment 
-made on account of interest was taken out of money borrowed from the Bank, 
and the account wrnt on increasing from year to year and there never was 
any n:Llurtion.-A. I take it that would be correct then. 

Q. The Pellatt account you have told us about. Now there were other 
accounts exi-.,ting at that time that have turned out very unfortunately. Do 
you know anything about the Holmes account?-A. I remember the Holmes 
,account was one that was discu~i-ed during 1915. It was represented to us that 
there was adequate ::;ccurity behind it. 

<:;t. ~2!00,000 had been advanced on ~outh African scrip?-A. I recall 
,i"omething of that nature now you mention it. 

Q. Real e::;tate, which would not be a legal inve::itment for the Bank?-A. 
I do not know as to that. 

Q. And the Liquidator reports that as practically a total loss, he may 
!'ecover $25,000 out p( ~225,000. There wa::; no investigation made of that 
,account ?-A. No specific investigation. 

Q. Nothing further than what the General Manager stated, that he thought 
it•ww, absolutely secure?-A. That is during 1915? 

Q. Ye::-?-A. :::\'o, that account I presume as well as ::iome other:--
Q. You could get no information except the statement of the General 

Manager. and you did not believe that to be reliable?-A. No. we did not 
/eel rt to be rehaD1e, 

Q. Did you know anything ahout the King Shoe Company account at that 
time?-A. I recall that account. 

Q. Which turned out to be a very heavy lo;:;s?-A. Yes, I recall that 
because if I remember aright there was a few hundred thousand dollars 
involved. 

Q. Do you remember anything about the large amount that General Ma~on 
and his son owed the bank?-A. No, although it was disclosed at -the mPeting 
in Xovember, 1914, that General ~'Iason and his son both owed the Bank,-if 
my recollection is right the combined amount was so.mewhere around $70,000. 
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Q. Yes, seventy to ninety thousand dollars, and the bank held no security 
for that.-A. I understood there was security on their personal property, their 
residences. 

Q. If that were so it would be a loan against real estate which would not 
be legal. These are matters that the Liquidator reports as practically a total 
loss to-day. · 

Then the Barnard loan was one that you were anxious about, too. There 
had been a pretended settlement of that ?-A. Yes I recall that loan iave us 
concern during 1915 and towards the end of 1915 or early in 1916 some l:'ettle
ment had been effected between General Mason and Mr. Barnard without our 
knowledge. 

Q. You were told that that had been settled, but you were not satisfied 
that that was really a genuine 6ettlement, according to Mr. Fisher's report? 
-A. I recall that we were not satisfied with the settlement and the means by 
which it had been made. 

Q. There was so~e $148,000 written off and a note taken for $262,000 from 
the Fidelity Trust Company'P-A. I believe that is right. 

Q. And you found out that the Fidelity Trust Company was a nominal 
company controlled by Mr. Barnard ?-A. I think our investigation or enquiry 
afterward disclosed that. 

Q. And the company did not keep any office open and had a writ issued 
against it for rent?-A. Well I do not know that we learned the latter fact. 

Q. That appears in what is filed before the Minister.-A. Then I darrsay 
it was there. These were enquiries that were set on foot from Winnipeg, I might 
say, to find out what the standing of the Fidelity Trust Company w,1s. 

Q. That report is on file here. Then you also knew Mr. Barnard as a 
Dirrctor of the Prudential Trust Company which was disputing it:i liability? tA, Ye,; sir. _ 

Q. Notwithstanding his large indebtedness and his being a Director of the 
Prudential also, he was appointed a Director of the Bank?-A. Yes but without 
our knowledge or approval. 

Q. At a meeting of which you had never had any notire?-A. Quite. I 
should say in that respect tha~ I think that appointment was madt at one of the 
ordinary meetings of the bank. 

Q. But still for a matter like that there ought to be notice to the Directors 
of what business was coming up?-A. We thought so. . 

Q. And you objected to that. And it also aroused your suspicion that Mr. 
Gooderham had resigned, as well as Mr. MacNaught, and Mr. Haney had been 
appointed in his plare at a mrPting of which you had no nqtice?-A. Yes, I do 
not remember when Mr. MacNaught and Mr. Gooderham resigned, I think it 
wa-; at the end of 1915. 

Q. Were you made aware, as one of the Directors, of how the profits were 
made up, say for the years 1915, 1916, 1917 when you were on the Board ?-A. 
No.-1 am not clear as to 1915. 

Q. Here is what the liquidator says about 1915, you Wiill probably recognize 
whether you knew about this at all (page 270) : 

"Now about the profits for a few years. In 1915, you will find it 
on page 9 of your report, the profits were shown to be how murh ?-A. 
$163,900. 

Q. That is the statement previous to the time the 1'irectors put in 
their complaints. Then you ,will find at the top of the page wihat items 
were taken into profits.-A. $42,526 taken as a profit earned in connec
tion with the purchase of La Banque Internationale. 

Q. Was that justifiable?-A. No sir it was not earned. 
Q. What•else?-A. $179,710, for the Frost advances. 
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Q. Not earned either?-A. Xot as the fact, turned out, in the light 
of present facts. 

Q. It was a profit that never came to the bank either then or at any 
time since?-A. The bank has nr.ver receiwd it. 

Q. And never will. "\Vhat else?-A. 831,167 on loans on the Xew 
Orleans securities. 

Q. What cbe?-A. $22,537 as interr:-:t on ~he Home City Estates 
advances. 

Q. How much does that amount to alt,ogether that was bkm in that 
year's profit'l that wa,- not earned ·?-A. $276,940 is the amount of that 
interest." 

I do not suppose for a moment that you are aw::ire that while they made 
up t.hrir profit,; :i-; $279,000, $276,000 of that hatl to be written up of intere-<t tlwt 
was not paid and which the b:mk ,has m·ver bt·en r,ble to colkct.-A. No, sir, 
I was not. 

Q. You would have been very much surpri::ieq 
1
if you had had tliat informa

tion ?-A. Yes sir. 
Q. And you certainly would not have approved of it?-A. I would not. 

"Q. About $100,000 more thr.n-A. $1Hi,000 more than the profits." 
(page 271). 

Q. Xow take the year en<ling May 31st, 1916. What do you find 
the earnings for that period to be?" 

That i,-, foe yt>ur when all this Ji:-:cus:-:ion was going on. 
" A. $133,406 
Q. \\"hat m1Parnrcl amount:,: were taken in to make that up?

A. About $210,000. Frost $170,676. New Orleans $8,100 and $32,000 
on other items. 

Q. How much more than all the profits they profo~scd to have made? 
-About 577,000." 

A. That was 1916? 
Q. 1916, :.\Iay 31-<t. WPre you aware that Mr. La::h on behalf of your 

Directors had: ginn the Minit<ter an a"~Urance in March 1916 fiat u111'1,rrn d 
interr,-,t would not be taken into profit-; on the Frn,t or the Xew Orlrans 
account?-A. No "ir I w:1-,; not. 

Q. And you were not aware H:at it wrrs bk0n int{) prufit,?-A. I lwse 
no n-colll'1•tion of any discu:-t<ion on that. I might :ouy that ~Ir. Marhaffie and 
l\Ir. Haney harl then tal.ln diarge of matter;; a;:; far as the managements wa-s 
concerned, in Mar,h, 1916. 

Q. You were of foe opinion, as you ,-,tatcJ before, that an independent 
investigation wa~ m'rL-~ary?-A. We hrld that view. 

Q. And 11i;. Fit<hcr wa3 of thd opinion ?-A. Yu,, that was Mr. Fif:her's 
opinion. 

Q. And :.\Ir. La:-h wa:- of that opinion in the first place? On Exhibit Ko. 
72,-I do not suppo~e you 5aw tl:is,-11r. La~h ~r.y:-,, "I have alway,, thought 
that the investigation "buuld be by an oubidr competent person who would 
be quite free from an interference by the ptc.,rnt management or Buard." 
That is a lttrr from Mr. La~h to ~ir Thoma,- White of February 29th, 1916.-

, A. No, I knew nothing of that. 
Q. Then on ::viarct ,4th ::\Ir. La-sh suggP::ih for the fir,-t timr that the 

invc~tigation should be from the in-ide?-A. I tL:nk }~r. La,;h in his telegram 
to Mr. Fisher of February 14th SUl!!!;""trd that al~o, that is the Exhibit I 
filed this morning. (Exhibit. Ku. 147) In that Exhibit Mr. La::ih -;ay,-:-

" I lrnve told him (Sir Thoma,;) that the information he a:-kcd for 
is ready but that as it will be usele-,-; to him unle!':- full investigation 
made I am retaining it hoping that he will allow investigation to be made 
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under direct.ions of Board, I think he will romply if your clients request 
him to do so." 

Q. I am glad you called my attention to that bLcause Mr. Lash says in his letter of February 29th that the inve;,tigation should be by an ab:5olutely independent outsider.-A. I know nothing of that. , 
Q. Whirh was right in your opinion ?-A. At that time we. felt that the inve:;tigation f-hould be by an out-Jider. I rhanged my opinion, for the time being at any rate, later on. 

· Q. I suppo.;e that is your opinion now, that the inve:;tigation fhould have been by an out-:ickr?-A. I tUnk prohab:y it would have b1·en better, ,air. Q. Well it 1:5 not a qUl ~tion of thrnk, you know now?-A. Ye:5. 
Q. ,vere you in Ott.n1 a on the 28th of Marrh when there wa-; an interview bf'tween ::\Ir. Haney and Mr. Lash and Sir Tlwma5 White?-A. T1iat is 1916? 
Q Yes.-A. Ku ;;ir I wu-, not present. The letter I wrote to Sir Thoma-;; White wa':l dater March 20th and I had tu leave for the \\ e::;t immediately after that. 
Q. In that intnvinv whirh tir. Lash ha-; repeated in the letter to Sir Thomas White (I:xhibit No. 83) l:c s'.ty-,: 

I 

":Mr. Mae~iaffie, ::\iun::iger of the Winnipeg Branch, ha-, been brought to Toronto to u_ct a,- ~Ir. lfoncy's chief a ,:t;tant. ::\1r. ~fochaffie is 
regardE·d as one of the f.ble,t otfit er:- in the employment of thr Bank. He is a trained banker, and before rnming to t'1e Home B:mk he wa-, in the -,trvi,·e of the Merchants Bank and the Bank of Briti,-h Xorth Amerira. He is in no ,vay n•,:ponsible fur :'.1e ireneral managrment in C1c past, and he ha,; managed thr busine:5~ in Winnipr~ :;c.ti::ifaetJrily." 

TLen far:her on, parag_raph eight:-
" ,vith a view to a,1•rrtaining tl:e actual po!iit10n of the bank, a thoruuii;h investigation wi 11 be made, under the dirct tions of :\Ir. Haney and 1\'lr. Machaffit,. Thr Bohnl is of the opinion that the result of this investigation will ,;how that the C'upital of the bank is intact, and that no lo~s will be sufferl'd by any of it-i depositor,; or creditor;;-" 

So you will ,:ee tl,rre tint 1fr. Lash promi:5ecl ~ir Thomaf; White that a thorough inve.,tigation would be mude unc!Pr the direction of Mr. Haney and Mr. MachaffiC'?-A. Yes sir. 
Q. Was that inve~tigation ever madt ?-A. My recollection i~ and my underst.mding re::L,inly was-
Q. Mr. ::\1arlrnffir fays he never bad any part in making :;.ny invr~tigation ?-A. Well Mr. 1\Iachaffie ,rn.., as3ociated with Mr. H 'lney t'.1roughout l!H6 and indeed during 1917. 
Q. But we had him hr::r, ,~iving evidence the othrr clay and he :::aid he never heard of rnch an in"c,:tigat' on being made, had no part in it ?-A. ·well I cerkin'.y understood, and my wesh•rn rollc.1gue,- un<lLrstood ~ 
Q. Do you remember a report bcinv made? 
Mr. BYMINGTON: ,vhy don ·t you let him answer the questions, you are . t· h' 1 mtnrup :ng 1s ani"wers. · 
,vnNI:::ss: Information w,1,-, given to the Director-, ut meet'.ngs at which E1e Western Director» were prr,;;ent, of the grneral po,-ition of the Bank, I do not recall that any written report was mude by l\Ir. ~fachaffie or Mr. Haney. 
Mr. MC'L-\-cGHLIN: So that when Mr. Machaffie says he was no party to making any report of that kind you do not dispute it ?-A. I have no recollection of any written report but there was at the Directors' meetings discussion of all these accounts, and I recall that both Mr. Maehaffie and Mr. Haney in 1916 were optimistic for the future. 

\ 
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Q. I would assume from this promise to Sir Thomas White that a thorough 

invcetigation was going. to be made and a report sent to him.-A. I do not 

know as to that. 
Q. He says of course that he never got one?-A. Well I did not know of 

the communications that Mr. Lash had with Sir Thomas White, beyond the 

letter I wrote to Sir Thomas myself. 
Q. You continued to be of the opinion, and so did Mr. Fisher and you 

all, that an independent investigation was necessary, until Mr. Lash advocated 

an investigation by Mr. Haney and Mr. l\fochaffie?-A. I was of that opinion 

and I' think the other Western Directors were too, until the meeting of the 

Directors in March, 1916, in Toronto. I recall very distinctly that on that 

occasion it was represented to us by the Eastern Directors that an enquiry by 

an out-Jide auditor coming into the Bank could not be kept from the knowledge 

of the staff, thut rumour:; might get out on the street and there would be 

a run on the Bank and it would have to close its doon;; and I recall also that 

that was Mr. Lash'::; view. 
Q. It clearly appeared that the management did not want an independent 

inspection?-A. Who do you mean by the management. 
Q. The General Manager and the Directors who were taking his part. A. 

Well that may be. The impression I got distinctly was that the Directors,

some of them I did not attach much importance to their opinion but I did to 

Mr. Haney's and I think to Mr. Macdonell's at that time,-unquestionably 

their view was that there was very grave danger in having an outside in

spection. 
Q. And you of course -had a great real of confidence in Mr. Machaffie?

A. Yes we had. 
Q. And you would have been satisfied with a thorough examination and 

inspection and report by Mr. Machaffie I suppose?-A. I thought from Mr. 

Machaffie and Mr. Haney we could get full information as to the Bank's 

position. 
Q. And I suppose if ~fr. Machaffie had made a thorough investigation and 

report you would have relied upon.,_ ~hat with a great deal of confidence?-A. I 

think I would have done so at that time, yes. 
Q. That reports you' did get from time to time do not see1!1 to have been 

reliable.-A. Well-
Q. This terri~le dism,ter would not have happened if they had been. Of 

cour~e I am not quc,:tioning your ab:mlute good faith in the matter.-A. Will 

you repeat your question? 
Q. I say that the reports you got, the information that was given you about 

the Bank and its flouriRhing condition was evidently not according to the fact? 

-A. Judged by subsequent events, no. I think at that time the general 

feeling was that the Bank could re-establish itself. I might mention for in

stance the account with the Grain Growers, in Winnipeg, in 1917 our company 

paid the Bank about 5117,000 in intereRt alone. It was probably the largec:;t 

account the Bank had in Wc,-tern Canada. We ftlt that the Bank had a 

good earning power if it were properly handled. 
Q. Evidently in the letter-, you wrote sugr;esting a thorough invei;:ti~ation 

and report, and if it was found that the whole reserve should be written off 

and probably some of the. capital, steps should be taken to obtain an am

algamation or absorptiofl by another Bank-A. "\Ye had that in view? . 

Q. Y cs, you wrote t!mt letter?-A. Yes, that is the letter of April, 1916. 

Q. YeR, and you never got such a full report as you suggested in that letter? 

-A. There was never a written report from Mr. Haney and Mr. Machaffie, that 

I recall. 
Q. At that time three times the capital of the Bank was locked up in these 

accounts that were not paying interest?-A. Pretty close three times the capital. 
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Q. And about half the deposits? I suppose you saw this letter written by 
Mr. Lash to Mr. Fisher who was acting for you, Mr. Fisher would show you 
everything. (Exhibit ~o. 132.) On February 29th, 1916, he wrote. 

"My Dear FISHER:-! have received your letter of the 
just as I was leaving last week for a week's absence on businef'?S. 

I saw Sir Thomas White while I was in Ottawa on Tuesday last, the 
22nd, and I explained the position up to that time. Among other things 
I told him that we were endeavouring to perfect certain securities which 
we were taking from Sir Henry Pe11att.-" 

then farther down: 

"The more I consider the Bank's pofl,ition, even assuming that every 
account will ultimately be colle<"ted in full, the more doubtful I feel as to 
the possibility of it-, continuing in business. The amount lorked up 
indefinitely in four large accounts, is probably three times the paid-up 
capital" and more than half the total deposits; and if anything should 
take place which would cause a comparatively small percentage of the 
depositors to ask for their money, I do not see how the Bank could with
out assistance from outside continue with open doors." 

I supposP ym1 rrmember seeing that letter?-A. I do not recall but I probably 
saw it. 

Q. What do you think of Mr. Lash's statement there?-A. You mean as to 
its accuracy? 

Q. YBs, how would that agree with your judgment?-A. No it would not 
agree with my judgment at that time I did not feel I had information to form

Q. I suppose it agrees with your judgment now?-A. The course of events 
has shown that. 

Q. This Bank of course had no right to obtain deposits under falt-e pretences 
any more than any other institution?-A. I would say it is wrong for a bank 
to do that. 

Q. If this Bank had published the fact that three timrs its capital and half 
it;:; deposits was locked up in three large arcountg which were paying no interest, 
what would have been the result?-A. The Bank would have closed its doors 
inside of-

Q. Twenty four hours?_.:__A. Yes, :e~s than that I should suy. 
Q. So if the _true facts had been known to the pub]ir the Bank would have 

had to close its doors?-A. If the facts of the,:e large accounts had been known 
to the public at that time I think the depositors would naturally have gone after 
their money. 

Q. And they would have received no more deposits, or very little?-A. 
Scarcely. 

Q. Kow the one thing you were anxious about was to have an independent 
invest:gation, and you never succeeded in getting one?-A. We never had a 
written report from Mr. H0,ney and Mr. Marhaffie. 

o y,m n°v"'" irot ·th<> jntJ.pp<>ncl<>nt. in"'l"tip;)'l+i,m \h"lt you wanted in thci first 
ino:tance?-.tL No, but we had a very tu!! di~cu,:sion of the,:e accounts at v.uious 
Board meetings. · 

Q. And the discussion did not do any good?-A. Well Mr. Haney's judg
ment and Mr. Machaffie's in 1916 was that the Bank could be brought to a 
sound position. ' 

. Q. But Mr. Machaffie says he never had an opportunity to make an 
investigation?-A. Well- , · 

Q. Anyway you got no independent investigation?-A. We had no inde
pendent investigation, no written report from Mr. Machaffie and Mr. Haney. 

' 
I 



456 ROYAL COMMISSION 

Q. And the other thing you wantr{l and that you felt ahsolutely nrrt,-1ary 
for the surce;:R of the Bank was a change in managcment?-A. Ye,, we were 
insi:,:tent on that from the fir:,:t. 

. Q. And that wa;: not a change from James Ma:::on to James Cooper Mu.son? 
-A. Certainly not. 

Q. So that you never ohtained the change in management either?-A. No. 
Q. The change from father to son waR not what you wantrd and w:l-, not 

i::atiRfartory?-A. Cooper Mm,un was made General Manager after I left the 
Board. 

Q. ,Vhile you were on the Board there wa,-1 no change at all made in the 
Genr,ral 1\Ianuger?-A. No GPncral ::\Ianagrr l1arl been appointed in :,,uc•ce:scion 
to Qpm•ral Mai::on. 

Q. And the a~~untn{·r that had bL'Pn g; vcn to you that( a new General 
~Inna2;cr ,, uu!d be appoint,ed wn-- nut rarried out ?-A. No. 

<i. ::\Ir. Haney had a 0 ,und you thd the qm•"tion of Gennd ~fanager 
should be taken up :md ~<--ttll'd ?-A. Thi,t, ,n-< 1\lr. Haney'ii Yirw ai, th tt timr 
and durinh 1916. Thi-1 qur:::tion wa::; urnlcr di:;\·u,;-;:on and r.t tl1e end of 1916 he 
a,-'1(r>d u,-;, 1,,- I ,:tatrd in my evidenC'e ihi, morning-, hy "ire :'1 ·w;nnip,~g ·whP•1,er 
we wnu~d agree to 1\.i:r. Machaff.r.\- aplm;ntmmt. Ti.at appuintmi·nt L,,,:eyer 
wa:-: nut mr.de. 

Q. ~ 1 G~nr.:-:.11 l\fo·-on, while he Wt--; not a rn<·er:-~ iH a Bank 1fanag,•r, cer
tainly t'mrecrled in getting hiR uwn way in conne,ticm with this bank, in block
ing an in, ·1·pendPnt inv< .,tigation whi< h both ~Ir. L:t:-h, Sir T'·omas Wl :te, l\Ir. 
l'it'hcr arn: .. y0ur "If thou!-!ht necetisary J ll" pot hi;l.mP ym· ;r ~h~ ~.,H,,_ ~--:-:i 

were hrou! :1t over from tnut view uhder tlw prumi-(• that un inve:-:C1,ation would 
be m.,de in which l\Ir. :\hchaffie wou:d hke part.-A. That was our under
standing. 

Q. And that was your sole reason for giving up your demand for an inde
pendent :nw"t•!Wtfi(ln, your c-onfidcmc in l\Tr. :'.\L.tcluffie?-A. YE·-,, we had 
< onfide,,l ,, in .Mr. 1\1achaffie, and we had confidence in Mr. Haney at that time, 
and we expected that tl1ey would give their bc-;t attL\ntion to the affair:::l of t-he 
bank. 

Q. Thrn you got no change in the General l\Ianager, and from year to ye.1r 
thr continuing ma nag:ement, to which Mr. H:.1rn•y bPcarne a part-y, p:roft.:it-t>d 
that the ln.nk was gaininr. grtting int-0 a better state all the time?-A. In 1916, 
Mr. Haney and l\Ir. l\Iaenuffi.r were accurCing to our ynrlcr:-hnJing pt·.·forming 
the funcJ iun,; of t-he General 1\f nnager. 

Q. But Mr. 1\Iack,ffie',; action in the matti>r •L·Pm" to be the re1-ult of the 
fa,t tl1::1t he never was permittc·d b m:.ike tl·e inn ,t.igution that it was intendrd 
he shoulrl m:;tke?-A. ,vell, that c -mp:..1int wr..s not made to myeelf, or -o far a.;; 
I know to any other of the "·estcrn Dirutor:::. 

Q. l\Ir. Pl,r:ic-e, I believe, resignc,l shortly after 1916?-A. I think l\fr. 
Peri-:s11":, rcRign2.tion was given in Auguot, 1916. 

:\1r. Ln: November 3rd, 1916. 
A. Well, the lutter part of 1916. 

:\Ir. l\lcLAl uHLIN: ·what \\ u,; tlw rcr..,on of his rr.,ignation? He wa, 
not i::ati;afiC'rl, I ,-uppo-c?~A. ~o, it Wht- not on that account; l\Ir. Haney w:mted 
to get -ome adc.1L:onal Directors, or ~nme wlrl:Lonal strength on thr Bo:.1rd 
in Tur,'nto, t'lld I think the mnttl'r wa:- di;;:<•u-,-cd with Mr. Per-,se rnd he cx
prr:5:51•d a willingness to withdr:.w. 

q. When d;d l\Ir. h..enncdv · w,ign?-A. I think 1\Ir. Kennedy rerci~ned 
after Cooprr Ma:=:on wa ~ made ( ,rneral l\Ianugcr. 

Q. That wou'd be after you rc,-,ignPd?-A. After I resigned, ye •• 

Q. And you, as you ..-aid in your leUcr of 5th Jrnuary, 1918 when you rc
:::ligmd, were -till di,:rntisfi~d with, the man~gr·ment?-A. I drew Mr. H:.u~ey',i 
attention to the representat10n-, I had made m my letter of June 14th prev1ou'-. 
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Q. And you were still of the '-'ame mind ?-A. I was still of the same mind 
that Cooper Mason should not be made General ":\ianager and that a General 
l\fanager should he secured. 

Q. And the di,mster that hn'l rei,;ultcd to this Bank I suppose has been 
really caused hy the fact that the change in management that you desired was 
not made, and that the invP"tigation was not made that you desired ?-A. 
Well that is only my opinion but if we could han had a competent General 
l\fanal,!er in 1916 I do not think we would have had the condition of affairs 
that you have today. 

Q. I have no doubt about th~t, because the Liquiiil.ator tells us that the 
Bank ha:;; lo::,t at least $7,500,000 since 1916. A competent General Manager 
would probably have prevented that.-A. I may 1:1ay this, that from the intima
tion I had,-and I think this view was shared by my We;;tern colleagues as to the 
Bank's general po-ition in 1916,-our conclusion wa~ that the bank had good 
earning pos:::ibilifo ,;, I know that in Western Canada it was well regarded. 

Q. But evidently you wem not given full information, because the evidence 
submitted is that the Bank wai,; in a very precarious position in 1916, was prac
tically insolvent?-A. I would ;;ay that was not my opinion at that time, and 
I would :-ay too that probably we did not have as full information on many of 
these accounts as we ~hould have had. 

Q. If there had bee.n a thoroughly independent inve,,tigation that informa
tion probably would have been available to you?- A. I cannot express an 
opinion on that. 

Q. An indepcn<lent innstigation would probably have found out the true 
fact-:?-A. I would say that it might have di:;;elosed more information than was 
giv<>n to the Board, but I cannot expre~'l an opinion on that. 

Q. This Bank wrnt on doing business and taking in deposits when as you 
,-aid a while ago if the true farts_ had been known. the facts stated in Mr. 
Lash's letter, that three times the capital and half the dPpo,-its were locked up 
in three aecoun·t, be~tring no interest, the Bank could not have continued in 
businc;::s ?-A•. I would think, if that information was given to the public in 

'the new,;;papers for irn+mce tht-re is not much doubt what would have happenrd 
to the bank. 

Q. I suppose as a public man you agree that the publie really ought to 
know the facts in Gonnection with a bank in which they are asked to deposit 
their money? Or ought they to be asked to deposit it in ignorance?-A. I do 
not know that I can pass an opinion on that. 

Q. Then we will leave it.-A. I might ~:iy that there are perhaps a good 
many banks that if their bu<-iness were exposed to the public gaze they would 
be in difficulties. 

Q. lf their busincs'l "ere expose<l to the public they would probably he
have them,-elves a good deal brttrr?-A. That may be. 

Q. Banks have no more right than any other individuals to obtain money 
under false pretenses, they have no right to obtain money under growing state
ments that are not truc.-A. I quite agree with that. 

Q. I know you do, and I appreciate what you did to try to stem the tide and 
prcveut the failure of this hank, although being human like myself and the rest 
of us you made a mi.,t:,ike in judgment in yielding to Mr. Lash ?-A. That may 
hav,e been a mistake at that time. I did what in my judgment was the best 
thing to do. 

Q. And that was not your judgment until Mr. Lash had exprc1:,sed that view? 
-A. No, I say quite frankly I was influenced to that opinion by the representa
tions-

Q. You wanted an honest independent investigation before that?-A. I was 
influenced to change-

78628--4 
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Mr. LAFLEUR: Let him' fini.:,h hi,-, answer. 
Q. And you thought that invu tigat ion "ould be made by Mr. l\Iachaffie 

in whom you had confidenct:?-A. I changed my view brcame of the rcpw,ent.1-
tions made by the Eastern DircdNs and by ::\Ir. Lash that such a skp a'-' an 
outside enquiry would prob::1bly mean the Bank dosing ih doors. 

Q. And you believed that thi-, thorough inw:<tigation would be made, in 
which Mr. Mdchaffie would bkc p:ut?-A. I thought in addition to that that Mr. 
Haney aci Chief Exccutivc Offirer (,f the Bank,-he had at that meeting bet>n 
elevated to the position of Virc-PrP.::ident,-and witL :'.\Ir. Mudrnffic in ,, horn the 
Western Director-; had confideme at h::; elbow, that a rhange for tl1t· better could 
be made in the inst.itution and the information dc;:ird eould be secured. 

Q. And they would make that inve-<tigation'?-A. That we would get the 
information, any information we wanted. 

Cross-exarnined by 11lr. Lee: 
Q. I suppo~e in 1915 the purpo,;e you had in view was to UbUre yourbelf that 

this Bank wa-i going to be safe for the people, that is the depo.~itors and the 
q sharf·holders; that was the disturbing element in your mind at that time?-A. 

Yes, sir. 
. Q. And you had been on the Bo:.ird of Directors, elcded I believe on ::\lay 
11th, 1910?-A. It was in l\Ll~, 1910, as I recall. 

Q. And you rontinued to aet until .January 9th, 1918?-A. Yes, sir. 
Q. As you told us, you rdird when you went into the 'Union Government? 

-A. Yes, sir. ' 
Q. During all the time you were on the Board this Bank paid dividends?

A. Yes, sir. 
Q. Were you prhent at any Dirertors' meeting,; whPn the dividends wne 

derlared?-A. I cannot recall, I may have bc<>n. l\Jy n ,'olle<tion i-, that I wa;. 
present at one meeting when a dividcr,d ,vas derlarrd. 

Q. What year would that be?--A. In 1915 or 1916. I mention that be<'ause 
I had attended no meetings as far as I can ~Pl':.tll from the Annual :'.\1PPting w. 
1911 until this meeting that took ploce in Novonber, 1914. 

Q. Then you think that meeting wa-; in 1916, the Directors' meeting which 
you attended at which a dividend was derlared?-~A. That may have been in the 
early part of 1916. 

Q. Do you remember what the dividend wa--?-A. Then? 
Q. YPc;;?-A. 5 per eent. 
Q. I suppose before declaring the dividend you had a statemPnt from Hw 

General Manager in reference to it, do you rPmember that?-;A.. I do not recall, 
a statement of earnings do you mean? 

Q. Yes?-A. No I cannot rrcall a statement of en rnings. 
Q. Did you make any investigation to find out whether a dividend could be 

.declared in 1916?-A. Not that I recall. 
Q. Did you make any in 1917 or 1918?-A. I was not on the Board in 1918. 
Q. You were up to January 9th, 1918. When was the dividend declared that 

year, about May was it? (May 31st.) Then you are quite right. So that 
dividends had been declared every year from the time you went on the Board 
until the time you ceased to be on the Board ?-A. Dividends were paid every 
year. 

Q. And they were paid in the year that you made the objections through 
Mr. fisher to Sir Thomas White? 1 • 

A. That was in 1916?-A. Yes sir. , 
Q. And they were paid in the following year, 1917?-A. Yes sir. 
Q. Do you not think it might have been advisable for you W estem Directors 

to have l~oked into the Bank's condition in 1917 before you declared a dividend? 
-A. I will say that we had full confidence in Mr. Haney and Mr. Machaffie. 
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And Mr. Haney became President of the Bank iii the latter part of 1916, he had betn Vice-President and the uctive executive officer practically from January 1916. 
Q. Did you make any inquiries at all from either Mr. Haney or Mr. Machaffie whether you could declare the 1917 dividend?-A. I h~ve no recollection of that, I think not. 
Q. D}d any of you gentlemen, Mr. Persse, Mr. Kennedy or: yourself, make ,any enquiries of that nature to your knowledge?-A. No, as far as my knowledge 

goes. 
Q. So that after you knew in 1916 th~t _this B~nk was in~ verr shaky condition vou idly sat down and declared a d1v1dend, 1s that the s1tuat10n ?-A. No, I will say that after March, 1916; we were, guided largely in respect to the Bank's .affairs bv the opinion of Mr. Haney and Mr. Machaffie. 
Q. I understand that very well. But do you not think that you as a Dirdctor, before heing a party to declaring a dividend to the shareholders, should have made som~ further investigation to ascertain if these profits were true or false? -A. Well we took the statements that were presented to us by the management of the Bank. 
Q. You were suspicious in 1916 that the statements General Mason made were not true, that is correct, isn't it?-A. In 1915. · 
Q. And you were still more suspicious in 1916 of General Mason's statements ?-A. Of the information General Mason was giving the Board. 
Q. He had furnished you with one statement and some of the correspondence at th'3 three days meeting that his own overdraft was about $31,000 on one day, and next day it was about $53,000, do you remember that?-A. Yes, I think there was some deception. 
Q. And the following day it was $76,000, you remember that? So that you were getting. more suspicious of General Mason's statements all the time?-A. LeL me make this clear that after our first meeting or two I! declined to accept for my own information any statements that General Mason made, unless they were verified. I ditilikc to have to make such a statement but I am giving you the f{tct. · 
Q. Did you write any letter at all to the President and make any objection at all m 1916 or 1917 to a dividend being declared ?-A. No, I have no recollection of that. 
Q. But you were getting more suspiciou:; in 1917 of General Mason than you were in 1916?-A. No, General M.1'lon had been practically eliminated in March, 1916. . 
Q. Who signed that year's sbtement, do you remember?-A. I do not know. I may have known but I do not recollect now. I know I did not. 
Q. Did you make any complamt to Sir Thomas Whit~ about dividend:; ibeing paid to the sharpliolders"?-A. No, I pn'"mmed Sir Thoma-, knew that. 
Q. Did that ever come before your Board in any of your meetings in 1915, 1916 or 1917?-A. To make r<>pre;entations to Sir Thomas White? 
Q. Yes, that is your Western Board?-A. No I have no recollection of that. Q. Did that que;.tion come up at any of the meetings that you attended in Toronto a:; to the advi~ability of declaring the dividend ?-A. During 1916? 
Q. 1915, 1916 or 1917?-A. I think the matter was discu,ssed. My only recollection of that being disru,,,,ed was at ::;ome meeting at the early part of 1915, or it may have been at the. time of the annual meeting in 1915. 
Q. It is not u~ual to discuss dividends at the Annual Meeting?-A. Well J mean at the Directors' meeting. 
Q. In the early part of 1915 you discu,;srd the advirnbility of declaring a dividend ?-A. No, we discussed the advisability of passing the dividend as I recollect, or cutting it down, and it was cut down from 7 to 5 per cent. 
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Q. Do you remember what the rea:oun wm- that permitted you to even 
pay 5 per cent at that time?-A. You me-an that permitted me personally? 

Q. Yes?-A. To r,;trengthen the Bank's resource~. I j,hink I may say that 
at that time I woulcl haw been quite willing to have pa..c::<,ed the dividend. 

Q. '\Vere Mr. Per~..:e and Mr. Kennedy of the i,ame opinion at that timr? 
-A. I think they --harl'd my view. 

Q. That thr rlividrnd should be pa,:;scd ?-A. My recollection is,-and let 
me say by way of intcrjrction it is dirfirult to throw one's mind back eight 
years and recall detail-, of a eonver:,ution at a Board meeting, but my rerolle('
tion is that at that time the Wc,tern Direetors sugge-;teJ that the dividend 
should be pa::;,-;ed and that the Eastern Directors were of the opinion that such 
a strp might have a very prejudieial effel't on the Bank. Our motive was to 
strengthen the- Bank's rewureei,. The qutc.,tion of whethrr the dividend could 
1legally be paid, or not I cannot recall was disru,-,:;C'd . 

. Q. But you think that would have been t-omething that might readily 
come up in the minds of the Dirertors in 1916 after you had made these 
serious charge:; to Sir Thoma9 White?-A. Well I don't know as to that· all 
I can :my is that as far as the '\Y.e:'tern Dirrctor, wrrc concerned, we had ~on-
fidence in Mr. Haney and Mr. l\Iaehaffie. , 

Q. But do you mean to say thut the dividend in 1916 ,rn::, pa-,sed by the 
Ea~tern Direttor-,, by a majority over the hra<ls of the Wc,:tern Directors?
A. No, a,, a matter of fact I doubt if the '\Ve:::tern Dirrrtors were present at 
the meetings when thr dividend-; were dedared. - I ran only rN·all one occa~ion. 
It will perhap" make it clcurn if I ,-tate t.hat aftt•r ~Ir. Haney and Mr. 
Machaffie were given charge of affair:-, the We:=;tern Directors attended com
paratively few meetings during the balance of 1916 and I do not think I was 
at a ,-ingle meeting in the East in 1917. At any rate I cannot recall one. 

Q. You <·nnnot recall any mfl'ting in 1917 tlut you attended?-A. In 
1917, no. 

Q. Were any of the other '\Vestern Directors pres,ent at any of the meet
ing,: when a dividend was <lerlared in 1917?-A. I cannot recall that Mr. Lee. 
Mr. Pers,;e would not be because he had re,:;ignrd. 

Q. Mr. Per:::se re~igncd on the 3rd of :November, 1916.-A. Yes, it was in 
the latter part of :November in 1916 a::; I recall it. 

Q. And he went on the Board on the 13th of May, 1908?-A. I might 
.:oay in an--wPr to your question, I think that l\Ir. Kennedy was at the annual 
meeting in 1917. I am not ('ertain of tlrnt but my recollection is that he was. 

Q. Now y,ou spoke to my learned friend this morning in reference to fl 

pool which had been requeskd by Mr. Hanry in the correi,pondence with you. 
Mr. Haney, I believe, de~ired to rnppQrt the stock of thi, bank in 1916 by 
buying stock to Ute extrnt of $200,000. Am I correct in a»,uming that from 
what you said?-A. He sugge':'ted in a letter to mr-1 han forgotten the date 
of it, but it is in the record-tk1t the Ea~tcrn Dire\'tors were desirous of creat
ing this pool" for the pur<'haf'e of Home Bank shares that might be offered for 
.sale. He asked our p:1.rticipation in it. 

Q. What did he mean by your participation ?-A. I was jm,t about to explain 
that. He asked if we would participate in that, and my reply is in the re<'ord. 
There was no participation whatever on the part of the Western Directors or 
Western interests in thut. 

Q. Your reply was that yourself, or the We;;tern Directors, or your cliPnt,., the 
Grain Growers' Association, would take no part in that pool ?-A. That was the 
effect of it, yes. 

Q. And you did not take any part, in the pool?-A. None. 
Q. So that anything that was done to bol::;ter up the stock and buy it in, 

was done by the Eastern Directors, by Mr. Haney and his friendf??-A. Yes, 
and without our knowledge, other than the suggestion in Mr. Haney's letter. 
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Q, Without any knowledge other than the suggestion by Mr. Haney. Did you ever find out afterwards whether Mr. Haney did form that pool or not?-A. There is a reference in a letter that I have from Mr. Haney, as I recall, in the record, that the pool had bee1i in operation some time and that only 83 shares had been purchased. I think that is correct. 
Q. Am I seized of the fact when I say that $200,000 was to be raised to form a pool? Is that correct ?-A. I know of nothing more than the suggestion in Mr. Haney's letter. • ' 
Q. That i:- Exhibit 148. Do you remember what date that was?-A. I don't at the moment. I can get it in a moment if I h1ve a look at the file. Yes, the first reference to that was in the letter of April 3rd, in the concluding paragraph. Q. "I am arranging for a pool to support Home Bank stock and maintain 1t at a price not below 80. This wi:11 require $200,000 and we want the co-operation of our Western friends and I hope you will help me to the extent of $50,000." What you say is that in your letter, Exhibit 149, your answer to Mr. Haney, you ,- aid regarding that pool:-

" I note what you say in re.,pect to a pool to support the stock. I cannot of courE>e say at the moment what we can do. If this company were to contribute anything towards such a pool, it could only be done on the approval of our Directors, and thi;;: would mean disclosing fully to them the situation as it now "tancls." 
What did you mean by that? Did you understand that Mr. Haney wa'l a1;king the l'nitcd Grain Growers' Association to participate in a pool to hold up the bank stock, or did you understand that Mr. Haney's letter to you was a per:-mnal one requesting you and your fellow Directors to hold up that bank :-tock?-A. I cannot recall at the moment, Mr. Lrc, what I might have thought when I got Mr. Haney's letter. 

Q. I am not sure, becau~e you w-e these words:-
''If this company were to contribute anything towards such a pool, it rould only be done on the approval of our Directors." 

-A. Well, I think that was probably a polite way of telling Hr. Haney that I did not want to consider it. 
Q. But what did you mean by the word "company" there?-A. The l'nited Grain Growers. 
Q. So that you took it that Mr. Haney wa:l making a request to the "Cmted Grain Grmfors' Associahon to participate in holding the bank stock up by buying in stock at 80, is that what you understood ?-A. That may have been the imprec,;"ion that I got from his letter at the time. 
Q. That wao; the impre;;;:;ion that you got from his letter, and getting that letter in 1916, did that not lead you to become more suspicious of the solvency of this bank, in view of all the other facts which you knew in February, when a proposition like that is made to you to hold up tbe stock in this way, which ,-tock was not listed on the stock Illar:ket, did not that cause more suspicion in your mind ?-A. No, I don't know 'that I attached any particular significance to it at the time. 
Q. You had bought at 133 and the stock was being supported t~en only at 80. Did it not occur to you that thi:=; bank as far as the general public regarded 1t, that the stock was going down and that people had not that .confidence in it which they should have?-A. No, I did not have th1;1t impression. As a matter of fact there had been a very heavy depreciation in the stock of most concerns at that time. 
Q. Can you point me to one bank stock that in a period of three years had gone down 60 per cent, so far as you know?-A. Xo. This had not gone down 60 per cent. 
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~1r. P.nnNGTON: TLc X orthrrn Crmrn went down. That was one of those 

that we cut in two. 

Mr. LEE: The Xorthern Crown. ~lr. Cn•rnr, my 1en.rned friend has ::;tatecl 

that tLe ,tol:k of the XortLnn Crown b:rnk f<'ll. Was tlrnt a fort? I "ill ask 

~Ir. Symington's que~tion for him.-A. T .. t· ::\'ortlwrn Crown bank, ye,;. 

Q. But the Xorthern Crov, n Bank had not !.wen in exi--tl'mc verv manv 

year", Lad it? It wa::; a r"mparntiv·ely new bank?-A. No, it w:1:,; in :--...ii'tenc·e 

quitr a number of year,-<, 1 don't rr1·:• ll how m!tny. But my reeolle,-tion is that 

the .;:toc-k of the B:rnk of ~11.,ntred druppC',l very < on~iderably during; that period. 

Q. But it never droppc'11 50 p,r ,·ent did it or -10 wr ,ent?-A. I may be 

wrong, but my recollection i,; thut 1t droppcJ about 100 points. I mtq be wrong 

in that. 
Q. You Surpr1-;e me, :Mr. Crrrar. I am probably not familiar enough with 

finaneial matter::: to say, but I 11m ratlwr :nrlined to think you are wrong.-A. I 

ma? be. I sc1y that is my recolk:rt·on. That can be verified. 

Q. However, <lid not that r:-r~1te a cUf'pirion in your mind, hn.ving made 

the"e "'tatement-, tn .Mr. "\YLitr, after getting the !P~tl r which you 1:;aw from Mr. 

Lt:::--h in 1915, to Mr. Fi-,her,-yuJ caw tli..1t lettt r didn't you ?-A. I probably 

did. I cannot rernll it. 
Q. You know the kttcr I hill reIL'rring to. That is the lettrr which Mr. 

l\Iadiaffi.e prudurrd here fie other cL1y, which lrnrl been writt,·n by Mr. Haney. 

Mr. BROWNINU: It if' Exhili:t 132, appPttring at page 291., 

1\Ir. LEE: Ye:-, this j,: the let:c.r lhat I am rtrf'rring to, Mr. Crerar. It is 

,btPd Frhruary 29th, 1916, writ 1 t·n \Jy Mr. L:1--h to Mr. Fi:-her. Did you ever 

.:.;rs thut letter before? li you rrad it over you will be able to say.-A. Ye.::, this 

is t'.JP lc-tter that Mr. ~1c-Laugnlin rl'f,prred to in his examination. I have no 

reeollertion of it but probably I f'aW ll. 

Q. If you did not ,;re it tl.r c-ontent-: uf it were (·ommunirated to you?-A. I 

quit" expeet th1y were. I have no r,_ l'lllloction uf it. 

Q. Anrl attL:r knowing th rnntrnt:1 of that lcttn, and the 1:,btements that 

you madito Mr. White, an,l the fa1·t uf the l'ilmmuni<"ation from Mr. Haney where 

he drsired yuu to go intu a pool for $200,000 to hold tl1i-1 :<tock up, if a dividend 

wa:, d,,elarrd hy 1 he Dirutor . .., know;ng; all ti,o,-e Lwts, du you think it would 

have been ju:-t died ?-A. A-< far a, Mr. Lask,- letter wa.:.; concerned, Mr. La-:,h 

has e, 1drntly altc·red hi-, opinion, in ~larch. 
Q. You had the utmv,,t eonfidcnc-1) in l\1r. La,-h?-A. I h:,d; the utmof:t. 

Q. And you had tlw utmo,;t nnfidence in :'.\Ir. Fi,,}a•r?-A. Ye:-. 

Q. And I. am jnst asking you this qur.,tion, having regard to this letkr. 

and to the chargf•:-; tlrnt you made to ~ir Thom.1-: vVhik, rcque~ting a full 

investign.tion of the bank', affairo:, and the ~btt,nn•nt afterward,, by 1\Ir. Hanry 

reque,,ting you tu entPr into a pool ot ,:i200,000 to hold the stock up, do you think 

dter tho.:,e fact wf'rc known that it wa..; advis·tble for t,he Dirc,·tors to have 

declared a dividt•nd ?-A.. ::--ud1 a jwlgm<'nt would not be reac-hed on tht· facts 

you state, bern.u:-:e Mr. La.<1 sub-1·qucnt)y lnrl cxprrs-;t:d his view, that there 

should be no out~idP inve:::tigation; he l:w: 1·onfidem2 in Mr. Haney and Mr. 

Machaffi.e. If Mr. Ln.~h htld the viL"vV, :--uel1 a,; ::--Lttcd here, hr rrrbinly did 

not i,,tate it at, our :'.\farl'11 meeting. 
Q. But' you th n, \Ju:::iness m'.ln knvw t '.w,:c fac-t, before the dividend of 

1917 wac; declared,· did you not? You kn<;>w them all ?-A. We ht,,l the corre

spQndPnce. 
Q. And you knew that I the~c farts were in rxistenee. Did you do any

thing at all in reference to prewnting a dh--:dend from being declared ?-A. In 

1916? 
Q. In 1916 or 1917.-A. No, I cannot recall that any action of that kind 

was taken. 
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Q. Did any of the Western Directors?-A. I cannot recall that they did. Q. Of course you can speak for yourself, I suppose.-A. We were guided by t,he view of :Mr. Haney and Mr. :'.\fachaffie, who were in active ch:uge of the ,bank's affairs from March on in 1916. 
Q. From the time at which you made your rh:irge;-; to the time at which you resi~ed from the Board and went into the Government, you did not knqw anything more than the statements made to you by Marhaflic, and by Lash, and by Col. Mason?-A. Not Col. Mason. 
Q. -General Mason?-A. Not General :!\foson, no. Mr. Haney and Mr. Machaffie. 
Q. Mason told you things in 1915?-A. Correct. 
Q. And M~on told you things in 1916?-A. Ma.::on had nothing to do with the conduct of the bank's affairs after Mareh, 1916, more than a::- an ordinary Director. 
Q. Up to that time in 1916, he had to do with them. And tlwn you relied upon Haney after tlu:t altoget!ler and upon Mr. La~h ?-A. ,v ell, from :!\1arch, 1916, on, Mr. Haney and l\'lr. l\fachaffie were really performing the functions of a General Manager, jn the bank, with ::\1r. La:::h's firm a,; Counsel of the bank; and l\Ir. La,:h, a.s we undcr,;tood, and ar we believed then, and as I have no reason to doubt, in f•on·mltation with thrm. , Now I want to make it rlea.r that that change brought a great rrlief to the W e::;tern Direct-Orti. Q. Did it satisfy them?-A. We "vere e.afofied that the bank's affairs would be handled in the bes: way tlwy could be handled. 
Q. You were .sati~fied~ that the bank's r,ffair~ were Lr.ing handled in the be~t way they could be handled, and did you communicate that fal't to :::-ir Thomas \\-1,itc, that you were quite satisfied that (,Verything was going along Wl'll ithen?-A. ~o, we had no oc!'a,-ion to , mnmuniC"ate it to Sir T'wmas White. 
His LORDSHIP: I suppose, Mr. Lee, you will h.irdly finish to-night, will you? 
Mr. Lm,;: I do not know; I have a few more que;:tions to ask, and my learned friend Mr. Reid wan+,~ to ask some quei-tions, and probably Mr. Browning. 
Mr. SYMINGTON: ::\fr. Crerar want~ to PpPak in the Hou;;e to-morrow, and wants to get away. 
Hon. Mr. CsERAR: I should like to µ;Pt through tl:i:i, afternoon, if po"::;ible; but if not, I can come back to-morrow morning. I will probably not sprak to-morrow; I have to make ~ome preparat.ion before r speak . 

. Mr. LEE: I <lo not, thin~ we could !'!m:r to-night, because, as I .;ay, Mr. Reid wants t-0 ask ,-0me que1-t.ons, and Mr. Browning has a few questions. Mr. Crrrar, I might say that we will facilitate you in any way ht all to-morrow? Hon. Mr. CRERAR: That is all right. 
His LonDsHIP: We will aq.iourn until trn o'rlock to-morrow morning. 
Procee<lings ,.;tan<l adjournd at 4.3,1 p.m. l\fondav ::\,lay 5 1924 until lo T l 7\ 

• ' • / ' • 
a.m. uesc ay. ~~lay 6, 1924. 
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