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R. A. REID, 

for certain shareholders; (Opposing the double liability.) 

~fr. REID: My lord, before the examination of Mr. Crerar is resumed, I 
would like to draw your lord::,hip's attention to a newspaper report this morn
ing, an item taken from one of the Toronto papers apparently publisht>d in 
Toronto this morning, which refers to a payment of $1,500 to Sir Thomas White 
for alleged professional service;, in connection with the affairs of the Home 
Bank. 

I understand that this amount was paid to Sir Thomas White three or four 
days before the bank closed it:, doors, some pretty quick tailoring evidently, a 
short time before the failure. My clients, speaking for the shareholders at any 
rate, are forced to pay 25 per cent on their claims while those apparently on the 
inside are paid 100, cents on the dollar. 

,. I would suggest to your lon'rdship that Sir Thomas White be recalled at his 
convenience some time" to relate the circumstances of this p;1yment, what it was 
for, so that we can examine completely• into the details connected with the 
special services, special advice, and so on, which it is said he performed, and 
which he was paid for two or three days before the bank closed its doors. 

His LORDSHIP: I noticed that, Mr. Reid. The Commission, I think, will 
find it necessary to go to 'Foronto a little later if what it has in mind matures, 
and your application will receive consideration. 

Thomas A .• Crerar, cross-examined by Mr. Lee, resumed: 
I Q. Mr. Crerar, I think last evening when we adjourned we were discussing 

the letter from Mr. Haney suggesting to you that a pool be formed for $200,000, 
is that your recollection ?-A. Yes. 
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Q. And, in that letter, he referred to the rompany, and I presume that he 

was meaning the United Grain Growers' As:,oriation. Is that what I got from 

your evidence la8t evening?-A. :;'\o, I don't quite understand your que~tion, 

Mr. Lee. 
:Mr. LAFLEt:R: I thought that question was answered yesterday, Mr. Crerar 

gave his explanation. 
Mr. LEE: Mr. Crerar gave his explanation, that it was the United Grain 

Growers' Association, i,, tl1at my memory of it? 

~Ir. SYMIJ\GTON: A polite way of refusing Mr. Haney's suggestion. 

Mr. LEE: In his reply to Mr. Haney he used the word "company." I have 

just forgotten what letter it was in. 

Q. Do you mean to say that your reference ,v:i" to the United Grain Grow

ers' Association ?-A. In that letter? 
Q. Yes, if you will just turn it up, please. 

Mr. LAFLEUR: ~lay I interrupt while you are looking that up. In connec

tion with the question which has just arisen on the application of my friend, 

Mr. Reid, I am just in receipt of a telegram from Sir Thomas White which I 

think it my duty to rommunicate to your lordship. It is addressed to me, Home 

Bank Commis:;;ion, Ottawa, and reads as follows:-

" On account of insinuations in Globe this morning respecting special 

counsel work whirh I did for Home Bank last Augu::;t and which I men

tioned to you I have felt it necessary to make a statement to the press. 

Please explain to Uommis'iioner that no disre,:pect is implied to Commis

sion in giving this c;tatement to the pres" instead of making application 

to give it in evidence. Am applying to liquidator for his con,.;ent to 

testify a'> to advice which I g:we and if Commissioner thinks matter 

relevant shall be glad to go to Ottawa at once to testify with reference 

to advice given and circumstancrs. Understand Commissioner may 

make interim report upon branch of ca'ir so far presented. Desire to 

appear before him in argument and trust you will give me a few days' 

notice as I am very busy. Please wire receipt of this me!'sage. 
"(Sgd.) W. T. WHITE." 

His LORDSHIP: Thttt fills your desire, Mr. Reid. 

Mr. LAFLE-CR: Sir Thomas is only too anxious, evidently, to explain it. I 

may say, with reference to his statement that he had mentioned the matter to 

me, that that was mentioned to me after his exc1mination was completed. I did 

not know the circumstances, but evidently Sir Thomas has not the slightest 

objection to explaining this, and desires to explain it, so that I think it would 

be quite fair and proper to give him that opportunity either in Ottawa or 

Toronto, a8 your lordship may think convenient. · 

His LORDSHIP: Sir Thomas White has evidently left the matter with you, Mr. 

Lafkur, and any time it is opportune to c~ll him, why, I will be pleased to hear 

what he has to say. I think it is only fair that he should have an opportunity 

of making an explanation. 
Mr. LAFLEUR: He not only wants to e.xplain but wants to submit some 

considerations as to the part that he has played in this matter, by way of argu

ment, and I suppose it would only be fair, since he is not retaining counsel, to 

let him argue his own side of the ease. • , 

His LoRDSHIP: Any time you think the occasion lends itself you can pro

duce Sir Thomas. 
Mr. LAFLEt:R: Well, then, how would it b~ to communicate with him to-day 

by telegram to say that we are ,;itting here this week and if it is convenient for 

him to attend this week we could take him on that point? Will that suit your 

convenience, Mr. Reid? , 

1' 
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::\Ir. Rr:rn: Yes, sir. 
Mr. LAFLErR: Or I can tell him that we also intend to sit later on in 

Toronto and if it suits his convenience better then we can take that matter up 
with him there. If he is heard on this branch of the case, I suppose that argu
ment will have to take place here in Ottawa. 

, His LORDSHIP: Yes, indeed. 
Mr. LAFLE1."R: And will it be too early to present his side of the case this 

week? 
HiR LORDSHIP: Oh, I would not think so, you know what witne!"ses you 

have, Mr. Lafleur. 
Mr. LAFLE1."R: I do not think we have many more on this branch of the 

case. 
Mr. LEE: I was going to suggest, sir, that, when this argument takes place, 

the urnal rules be not enforced as against the depositors' counsel. I think, if 
Sir T~omas White makes his argument, he ought to make it before counc;el for 
the depo,;itors is called on. 

Mr. LAFLErR: Oh, of course, in your presence. 
Mr. LEE: Yes. 
:;\fr. SYMINGTON: I think you have misunderstood what Mr. Lee said, :Mr. 

Lafleur. 
Mr. LAFLErR: Sir Thomas White's argument will be on this branch of the 

case only, as I understand. The order of procedure is for your lordship to 
decide. I do not know that the person who is charged opens, I always under
stood it was the other way. If anyone had charges to make, as I understand 
the petitioners do, they should open their case. 

Mr. LEE: I do not like t.l1e word "charges". The,;e are statements of fact. 
Mr. LAFLEUR: They are complaints against the action of the Minister, and 

I do not think you can read the petition otherwise. What I suggest is, it is for 
those who have complaints, or charges, or claims, to open their case, and then 
give those who are charged, or complained against, an opportunity to reply. 
That would be my idea of the procedure. However, I leave it entirely to your 
lordRhip. 

His LORDSHIP: That would be the natural way, following the course in other 
proceedings. 

Crooa-examination of T. A. Crerar by Mr. Lee rcwmed: 
Q. Mr. Crerar, yesterday, in referring to a letter of April 3rd, the concluding 

paragraph, in which Haney said to you ''I am arranging for a pool to support the 
Home Bank stock", you told me that, in answer to a further question, the word 
"rnmpany" there meant the United Grain Growers?-A. At that time the 
company\, name· was the Grain Growers' Grain Company, Limited. It continued 
with that name until September 1st, 1917, when it united with the Farmers' 
Company in the Province of Alberta, and henceforward was known as the United 
Urnin Growers, Limited. 

Q. Then the United Grnin Growers, Limited, took over the stock of the 
Home Bank, did they?-A. When they united? 

Q. Y es.-A. Oh, ye::,. All the a~l:'ets of the bid Grain Growers' Company 
went into the amaigamat.ion. , 

Q. So that when you rnld the stock it was the stock of the United Grain 
Growers, Limited ?-A. The United Grain Growers, Limited, had the stock. 

Q. Ye::-. And when did you cease to be the President of that organization, or 
were you ever President of the United Grain Growers, Limited ?-A. I have been 
President since it was formed. 



468 ROYAL COJJMISSION 

Q. When the stock wa':1 i,old were you the President?-A. Yes, sir. But I 

mi!!ht explain that I was absent for almost two years, with the consent of the 

Company's Dirertors, when I was a member of "l'nion Government, but I still 

retained the Presidency of the Company. 
Q. You still retained the Prrsidency of the Company and the dirPction of the 

Company?-A. No. Our by-laws provide that in the absmce of the Prr;;ident 

the Vice-President performs his duties. 
Q. bo that in your absence as a member of the Union Government during 

the years 1919 and 1920-.-A. 1918 and up until the autumn of 1919. 

Q. You took no personal direction in the affairs ·of the United Grain Growers, 

Limited?-A. Nothing beyond bei.ng consulted, perhaps, on large questions of 

policy, such, for instance, as the expenditure of considerable sums of money for 

building elevators. 
Q. Yes. And when Mr. Daly came to you to see you, you were in Olt:.iwa a 

member of the Government?-A. Yes, sir. 
<ol. And he proposPd to you that you grant him the proxies to vote those 

share,; at the Annual Meeting?-A. He asked if he might have the proxies of the 

Company's stock. 
Q. Did he tell you the reason why he wanted the proxie-,, because you see 

your Company was the largest single shareholder in Canada ?-A. All I can recall 

on that is that l\Ir. Daly intimated to me that he had a fear that ~Ir. Haney was 

endeavouring to get control of the Annual Meeting which was to be held at the 

end of .June. 
Q. What month was this, do you remPmber, Mr. Crerar?-A. I think it was 

the month of April. 
Q."That would be 1919?-A. 1919. He was afraid that Mr. Haney was 

endeavouring to get rontrol of the affairs of the bank. 
Q. You say he was afraid that Mr. Haney was endeavouring to get control 

of the affairs of the bank:1-A. That was the imprPf'sion he left on my mind at 

that time. 
Q. And did he tell you anything further as to why he wankd the proxie-,?

A. No. My recollrction is that he made some remark about Haney being a little 

too speculative. 
Q. The impm=sion you got was that Mr. Daly made the remark that Haney 

was a little too speculutive?-A. Yes, he left that impression upon my mind. I 

cannot recall the exact words. 
Q. Did he show you any correspondence that had taken place between he 

and Haney?-A. No, none. I may say that I do not think I saw Mr. Daly for 

more than four or five minutes. A;, I recall it, it was in my office in the Langevin 

Block, in the Department of Agriculture. 
Q. Mr. Daly was a resident of Ottawa at that time, I believe. I mean to 

say he was down here a great deal ?-A. I don't think he was then. 

Q. Well, a little later he had a po:-ition under your Gow~rnment?-A. Ko, 

that was prior to that; that was prior to the signing of the Armistice in Novem

ber, 1918. My recollection i.;; that in the early part of 1917, at any rate in 1918, 

Mr. Daly was in Ottawa a good part of his time working 011 committees of 

various kinds. I cannot recall what commitfre,, there were a multitude of 

thPm at that time. 
Q. A<lYertising and publicity in reference to the war?-A. If my recol

lection is riirht he was on a committee that was considering tlic que~tion of 

re-establishing the soldiers when they returned. , 

Q. It is not very material. ·well, then, during this conversation, from ""hat 

you gleaned, things were not going on very much better among the Eastern 

Directors, and that Haney was endeavouring to get possPssion and control of 

the bank from Daly?-A. No, I did not gather the impression that things were 

not going well with the bank, in fact, I got the contrary impression. 
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Q. Anyway, you refused to give Mr. Daly the proxies?-A. I to1d Mr. Daly that our directors wished to dispose of the ,stock. 
Q. You have not answered my question, Mr. Crerar, probably you misunderstood. Anyway, you refused to give Mr. Daly the proxies?-A. No, I do not think that is correct, Mr. Lee. 
Q. Well, did you agree then to give him the proxies?-A. No. What I told Mr. Daly was this, that our company wished to disposes of its ~tock, and he said, or made the remark, that Mr. Haney might· wish to buy it, and he would like the prior chance. 
Q. Mr. Daly would ?-A. Mr. Daly made the statement to me that possibly Mr. Haney might wish to bur them. 
Q. Well, I don't think }OU mean that, Mr. Crerar. 
Mr. SYMINGTON: Of course he does. 
Mr. LEE: Just a minute. 
Q. Do you mean to say that Daly represented to you that Haney desired to buy the stock?-A. No, he did not, but he stated to me that Mr. Haney miglit desire to get the stock and that he wished the prior opportunity of getting it, and I said, now, I will write to our office in Winnipeg· and they can get in communication with you, and I wrote to our Treasurer in Winnipeg, and gave • them Mr. Daly's address in Toronto, and the negotiations were carried on then between the office of the company in Winnipeg and Mr. Daly, and the thing was concluded. 
Q. Did he make you any offer for the stock?-A. No. 
Q. Did you have any communications then with the office in Winnipeg in reference to it afterwards?-A. My recollection of that is thiis, that I made communication to the office in Winnipeg and suggested selling a portion of the shares. Later on, I got a communication from our •office in Winnipeg stating that my colleagues on the Board of Directors thought it was advisable to sell all the stock. They were more closely in touch witn our business than I was at that time, and we had in contemplation then the building of quite a number of elevators in the province of Saskatchewan, which I think were built that year, and I recall answering that I wouLd leave ,it in the hands of the other members of our Board. 
Q. You knew, of course, at that time that you were going to lose $33,000?A. Yes. Well, I did not know- at that time. I did not know at that moment at what price the stock would be sold. 
Q. But you learned that later?-A. I learned that later after the deal was completed. 
Q. Who was it communicated with you in reference to the matter?-A. From Winnipeg? 
Q. Yes.-A. Well, I do, not remember at the moment. It was either our A""istant General Manager, Mr. Murray, or our Treasurer, Mr. Black. 
Q, And it was either one of these gentlemen who had full control of t.he sale of these :,;hares, in conjunction with the Board ?-A. Our Treasurer had. 
Q, Mr. Black?-A. Yes. Mr. Black is now the Provincial Treasurer in Manitoba. 
Q. Then did they sell all the share,; to Daly?-A. The shares were all sold to ~fr. Daly. In the first part of June Mr. B1ack came to Toronto and the rnle was effected p,ersonally with Mr. Daly' in Toronto. 
Q. Mr. Black sold to Mr. Daly in Toronto in the beginning of June, 1918? -A. Well, the sale was completed then. The negotiations had b~en going on for several weeks before that. 
Q. That was 1918?-A. No, that was 1919. 
Q. So that, during all this time, you yourself personally were holding your stock?-A. I had my shares, yes. ' 
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Q. Did you sell your shares to Daly?-A. No. 
Q. You sold your shares to somebody else?-A. ~1y. i-hares were sold, t 

do not know who bought them. 
Q. At that time?-A. No. Part of my holdings were sold in 1918. 
Q. Part were sold in 1918, and you got your dividends up to that time?-

A. I got my dividends up to 'the time the stoajr was sold. _ 
Q. That is, you got the 1918 dividend?-A. Well, I presume I got it for 

the period in which I held the stork. 
Q. I believe they paid dividends each half year, is that rorrect?-A. No, 

I think the dividends were paid quarterly, that i:;: my recollertion. 
Q. And then you sold your stock you say about when?-A. My recol

lertion is that the first part I sold was in the summer or early autumn of 1918. 
I cannot rerall just the exact date. 

Q. 1918?-A. Yes. 
Q. And the balance?-A. The balance waR sold, I think, in March, 1923. 
Q. And your 1::,hare<i, you say, were not sold to Mr. Daly. I won't ask who 

they were sold to, but they were not sold to Mr. D::dy?-A. As a matter of fact, 

I cannot· say to who!'n they were transferred. 
Q. You sold them throuJ!h a broker, I suppose?-A. Yes. 
Q. Were there any of the shares still outi-tanding in the United Grain 

Growers Limited when these shares were sold, did they still retain any?-A. 

When they were sold to Mr. Daly? 
Q. Yes?-A. No, they were all sold. 
Q. Did the United Grain Growers cease to do business with the Bank?

A. We had ceased to do busine,,s with the Ba:nk before that. 
Q. How long before?-A. In September, 1917. 

. Q. And I suppose your reason for cea~ing to do business was the general 

knowledge you had regarding the Bank's rondition, and the fact that money 

was very tight at that time and they could not advance you sufficient money 

to finance your operations?-A. To the first part of your question, no i-ir. 

To the second _part I would answer this; that in August, 1917, when Mr. 

Haney returned from the coast on the occa,:ion of• his trip to the wei:¢ that 

year-
Q. Pardon me, is that the trip where you and he went to British Columbia? 

-A. No, that was in March, 1916, this was the trip following my interview 

with Mr. Haney in the Fort Garry Hotel whirh I referred to yei:;terday. When 

Mr. Haney returned from the coast I disrussed ·our arrangements for credit for 

that year with him, I told him what our requirements would be, which as I 

rerall now wai:; some three and a half or four million dollars, I gave him an 

estimatB of what our profits for the year would be. Our financial year closed 

at the end of August and we could not get our audited statement until early 

in October. Mr. Haney ar,sured me then; if your statement of profits is app?oxi

mately correct we will have no difficulty in arranging a line for you. I acrepted 

that. In September we got a notice f.rom the Bank that our credit was cut 

down to $1,000,000. At that time, af; I recall, we were w:iing about $600,000 

and were right in the midst, of the p:rain movement and our money requirement-'. 

going up. I took the matter up with "the manager in Winnipeg and wired Mr. 

Haney, exchanged several wires with him and finally we got an increase of 

credit for a few weeks. I have never been able to understand why that action 

was taken, because at the very time that our credit was cut down-I might 

,iay the rear,on given was that the Bank required its funds for Government 

financing but ut the very moment that credit was cut down the Bank harl 

arranged with the AsRistant Receiver-General in Winnipeg to i::ecure advances 

up to $4,000,000 against the lodgment of grain securities, railway bills of lading 

and warehouse receipt,; for grain-

" 
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Q. That is grain receipts generally, not of your company aione?-A. Of 
our company; I might say that I think our account was the only grain account 
the Bank had at that time, it might have had one or two other srnall accounts 
of a few thou,.;and dollars. We had in our office as I recall anywhere from 
$1,500,000 to $2,000,000 of grain securities at that time. I wired Mr. Haney, 
I said: All that the manager in Winnipeg has to do is to take these securitie:i 
that we hand to him over to the Assistant Receiver-General and get the cash 
and give it to u-,; and I said, Why is it not being done? But I got no satis
faction from Mr. Haney. The result was that we were obliged to get another 
Bank connection. 

Now we had had approaches from three different banks that summer for 
a part of our account, which we desired to leave with the Home Bank because 
of our connection with it. We went across to another Bank and within ten days 

, or two weeks we had our full line of credit arranged, and the feeling of our 
executive officers was such w' simply wrote a cheque to the Home Bank for the 
full amount of our indebte ness and carried our account elsewhere ever since. 

Q. That ended your business transactions with this bank?-A. Yes sir. 
Q. Except that you were still stockholders?-A. We were still stockholders. 

I want to qualify my last statement: We had a small deposit account in the 
Home Bank for our staff payment-,, our staff was paid by cheques on the Home 
Bank, or rather the money was depo,:ited to the credit o.f the. various members 
of the staff in their accounts in the Home Bank under a system we had worked 
out. But that wa"s only a small matter, it was not a credit for doing business. 

Q. Your business transactions as far ·as the Cnited Grain Growers Limited 
was concerned, ended at that time?-A. Yes, sir. 

Q. And naturally you would desire to be rid of your stock ,after that?
A. Well that was 1917, September or October, and the question of the sale of 
our stock was first considered by our Directors at a meeting in December, 1918, 
as I recall. 

Q. Then it was sold you say to Mr. Daly at $100 a share?-A. That was 
the figure as I recall. 

Q. And it was paid for by Mr. 1Daly?-A. Mr. Daly paid for the stock; I 
do not wish to be understood th~t he paid fully in cash, he made a cash payment 
and gave notes for the balance running for I think three and five months, and 
those notes were paid at maturity as I recall. 

Q. Do you know who paid them ?-A. Mr. Daly paid them. 
Q. Do you know the numbrr of ,:hares that you sold him ?-A. I think prob

ably a few over the thousand, I cannot recall the exact number. 
Q. When that transaetion took place the United Grain Growers Limited 

cea,,ed all connection with the Home Bank?-A. Yes. 
Q. And have never had any with them since?-A. Not bpyond this small 

account for paying the staff. 
Q. I was speaking to you yesterday about this correspondence that you 

and your fellow Wr:::tcrn Directors had with Sir Thomas White, and the'n the 
suggrstion made by Mr. Haney that your company arl.vance_ $50,000 to the 
$200,000 pool ?-A. I do not take it that J\Ir. Haney's suggestion was that the 
company should advance that, Mr. Haney's statement in his letter is as fol
lows:-

" I am arranging for a pool to support Home Bank stock and main
tain it at a price not below 80. This will require $200,000 and we want 
the co-operation of our ·western friends, and I trust you will help me to 
the extent of $50,000." 

Q. In your reply you u--ed the word "Company "?-A. I will read it. 
"1 note what you sr.y in respect to a pool to support the stock. I 

cannot of course 8ay at the moment what we can do-" 
I 
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Q. Who did you mean by "we "?-A. Well, I meant the Wetitern friends 
that he referre<l to. 

Q. Did you mPan Mr. Pcr.:;se and :Mr. KennPdy and yourself or did you 
mean the United Grain (;rowen; Limitc>d?-A. ,vell it might have embraced 
the whole, I c:1nnot rerall at the moment what I had in mind. 

" If this company were to contribute anything towards such pool it 
would have to be done on the approval of our Directors." 

It was simply a polite way of telling ~1r. Haney, ::t'l I said yec;terday, that we did 
not want to have anything to do with it. And we did not have anything to do 
with it. -

Q. The date of that was April 3rd?-A. Mr. Haney's letter was April 3rd 
and my n·ply April 8th, 1916. 

Q. And the purpose of ~fr Haney at that time was to hold the stock up to 
80, appar'ently?-A. I do not know. 

Q. Apparently so from the corrr.,pondence?-A. That could be drawn from 
his correspondence. 

Q. Then the Bank seemed to you at that time in pretty bad condition, didn't 
it?-A. What time do you refer to? 

Q. The letter of April 3rd, 1916, whrn ih sto,·1'. had to be supported in this 
way; that is with your previous knowlPdgc and romplaints to the Minister of 
Finance?-A. I do not know that Mr. HanC'y's letter contributed any to my 
knowledge of the bank's po,:,ition or gave me any impre::,;:;ion, I do not think it 
did. 

Q. But it did not help to improve t.lie po::;ition of the bank in your mind?
A. I do not think it had any effect, :Mr. Lee. 

Q. Was Mr. Haney's letter communicated to the other Directors of your 
company, the Grain Growers Grain Company?-A. No, sir, it was not. 

Q. I suppose you did not think it was worth bothering them about?-A. No, 
I did not, I answered Mr. Haney's letter and· I do not think I gave a thought 
to it afterward. 

Q. Then what was the position at the bep;inning of 1918, along through 
January and Frbruary, shortly before your retircment?-A. The position of? 

Q. Of the bank, as far ati you were aware?-A. I had no direct knowledge. 
Q. Except from the General Managcr?-A. I had no direct· knowledge, as 

I stated yesterday I cannot recall attending mrrtings in the East in 1917. 
, Q. Or 1918, would you put it that far?-A. As I stated in my evidence 

yesterday I came to Ottawa early in Oetober, was sworn in a Member of the 
Union Government on the 12th October, 1917, and sent my resignation to the 
bank on the 3rd of January, shortly after the Federal election. 

Q. 1918?-A. Yes. 
Q. Therefore you do not know anything either shortly prior to your joining 

the rnion Government ,or subsequent'?-A. No, my mind was very fully 
employed at that time. 

Q. Ye-, it would be of course. And I Ree the date of your re,;ignation was 
January 9, 1918?-A. I wrote it on January 3rd, it was acrepted at a meeting 
on the 9th probably. 

Q. Apd they pas;;;ed a very nice,resolution to you for your kind assititance? 
-A. To which I did not pay very much attention. 

Q. Well they did, didn't they?-A. Yes I believe they did. 
Q. And you wrote them a letter thanking them for it?-A. That was a 

formal expres:,ion that probably I thought it was politic as a mur1 in public life 
to make. 

Q. And they also thought it advisable to send you the usual honorarium for 
your ::ervices?'--A. I think probably that is correct, I cannot recall that. 

• 
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Q. Do you recall that letter of which this is a copy?-A. I do not recall it 
but I probably got that letter. · 

Q. This letter is dated June 26, 1918. Have you the original letter?-A. 
:N"o I have looked through my file with Mr. Haney and I have not got that. I 
might say that might easily happen because my correspondence was then in 
Ottawa and part wa'l left here and part taken bark home. 'Ihe letter might 
easily get mislaid, I think it likely I received it. 

EXIDBIT No. 167. 

Filed by Mr. Lee, May 6, 1924. 

Letter, June 6, 1918, from M. J. Haney to T. C. Crerar. 

June 26th, 1918. 

MY DEAR MR. CRERAR,-1 herewith enclose you cheque for $500, Directors' 
fees of the Home Bank for the past year. I make this for the full term of the 
yrnr, as your successor was appointed only shortly prior to our Annual Meeting. 

As yo1_1 will see by our statement, we have made fair progress during the 
past year, and have every reason to believe it will continue. This I am con
fident will be gratifying to you were on the Board for so many years. 

Hoping you are well, and meeting with success in your Department. 
J am, yours sincerely, 

Hon. T. A. CRERAR, 
Minister of Agriculture, 

Ottawa, Can. 

l\1r. McLAUGHLIN: Who signed the letter? 
Mr. Lrn: Well it is from Mr. Haney's file. 
:Mr. SYMINGTON: I want it made clear that although we have no objection 

to that letter, the letter is not proved. 
::\1r. LEE: If my friend make:,; any objection °we will withdraw it. 
l\fr. SYMINGTON: We have no objection to it going in but it must not be 

taken as a precedent because some other letter might affect someone. 
Mr. LEE: Then on June 28th you wrote this letter?-A. That is my letter. 

EXHIBIT No. 168 . 

Filed by Mr. Lee, May 6, 1924. 

Letter, June 28, 1918, from T. A. Crerar to M. J. Haney. 

DEPARTMENT OF AGRICULTURE, MINISTER'S OFFICE 

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

Toronto. 
Personal. 

OTTAWA, 28th J~ne, 1918. 

DEAR MR. HANEY,-! have to thank you for your letter of June 26th and 
the cheque enclosed. 

I have not yet had an opportunity to .see the report of the bank for the_ 
pre8ent year, further than a statement of the profits made-which would 
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indicate, as you state, that fair progress had been made during the year. I tru::;t 
your expectations for the prr--ent year may be more than realized and that 
the year you are ju,,t entering will be the best in the bank's hi~tory. 

With kind regards, I am, 
Yours truly, 

(Sgd.) T. A. CRERAR. 

Q. After that you had no further connection with the bank whatever?-A. 
Not to my rrcollection. 

Q. And you cannot tell me definitely the date of the last dividend that you 
received on your own btock?-A. No, I cannot. 

Q. Probably this is a much harder question: Can you tell me the date on 
whirh the United Grain Growers, Limited, received tl1f'ir last dividend upon 
their stock?-A. That would be in February, 1919, I should think. The divi
dend,- were paid quarterly a~ I rer:.111 on the 1st 

1

day of ~larch, June, September 
and December. 

Q. And that dividend was 7 per cent, was it ?-A. 5 per rent. In 1918 it 
was 5 per cent, that is my recollection, it wa::,; after that it wa" raiE"cd. 

Q. Do you recollect being present at a meeting in 1916 at which the Board 
gave consid_eration to the p:v--sing of their dividend ?-A. 1916? 

Q. Yes or 1917?-A. No, I do not recall that, as I stated ye::;terday my 
recollection is that that wa;; discU!:''-ed at, a meeting in 1\Iay, 1915. 

Q. Then during 1916, 1917 and 1918' while you were on the Board ?-A. I 
was not -0n the Board in 1918. I resigned on J 3snuary 3rd. 

Q. Then in 1917 you heard no disem:o;ion between the Directors as to pw-~
ing the dividend ?-A. No, I ha Ye no recollection of surh a di,;cuR:::ion. 

Q. And ther.e was no sugirestion made to you or the Western Directors along 
that line from the General Manager or the Eastern Directcm?-A. Not that I 
can recall, I am very certain there was not. 

Q. Did it not orcur to you in the terrible condition of this bank in 1915, 
1916 and 1917 that it was an unusual thing to go on paying dividend~ to your 
shareholders?-A. I cannot say that it did. Let me say thi:-;, thut in our meet
ing in March, 1916, we gave consideration particularly to the three large 
accounts. In respect to the other Toronto acrountR which were more or le::;s 
inactive at that time, the Ea:::tern Directors, and Mr. Haney included, were of 
the opinion that these accounts were practically all good and there would be very 
little loss, they knew the people who owed the bunk, knew their bu-;ine,:,, and 
the conditions there better than we did. As far as the large areounts were ron
cerned,-1 am speaking now of the New Orleans, the Pellatt and the Frost 
account~, we c·oni-idered that in the light of the information we had, on the New 
Orleans account a report from Mr. Haney who was himsrlf an en~incn and he 
had secured arrording to my recollection an engineer in New Or lean;; to rrport 
on the value of that property and that report was favourable, we had Mr. Lash':-; 
report on the Pellatt account and his judgment was that the Pellatt account was 
f"ecured. On top of that we had the cruisus' report::; on the timber involved in 
tlie Frost acrount, and the reRult of Mr. Haney's trip with myi-elf to Van
couver--. 

Q. And besides that you had the Larey report?-A. We had the original 
cruii-ers' report::; on whieh the bank got the timber, confirmed by the Larey 
report. I am not eertain that the Lacey report covered all the timber but it 
satbfied m as a cheek on the original report~. Those crui~er:s showed that thrre 
was over one and a half billion feet of f"tanding timber, that half of that timber 
was Crown granted, that is that the holders had not only the timber but the 
land and any mineral that might be there, and they paid nothing for the grant 
until the dues were collected on the timber when manufaetured. The remainder 
was held under license upon which there was a tax of so much a year. 

., 



,, 

.. 

HOME BANK OF CANADA 475 

As I ,fated in evidence yesterday, I felt satisfied that there was an ample 
margin in that Frost loan at that time, even putting the value, of the timber at 
$1.50 per M. It gave $2,250,000 against .a loan which in my recollection was 
then about $1,750,000. It was in the light of that that we considered this matter 
in the month of March. 

On top of that we had displaced the old management. Mr. Haney had 
been made Vice-Pre~ident, General Mason was permitted to continue as Presi
dent for a few months longer but without any say in the conduct of the Bank's 
busine.~s; ~Ir. Machaffie was brought from Winnipeg, who was one of the most 
experienced men in the bank-

Q. The only one, we are informed?-A. Well there was Mr. Bird in Mont
real whom I did not know a great deal about but who was' a banker, and Mr. 
Adair, the Supervisor, had formed a very favourable impression of him as I 
recall. 

Those were the circumstances, and we thought: :N"ow we have got the old 
management out as far as the active conduct of the Bank's business is con
cerned, Mr. Haney, in whom Mr. Lash had confidence and who as far as we 
knew was an aggressive man and a man of repute and standing, with Mr. Mac
haffie, was to take charge of the bank's affairs from that time on. The Western 
Directors having in mind always that a permanent General Manager must be 
secured. 

Q. But you had not forgotten the letter that Mr. Lash had written to Mr. 
Fi::,her and which you had knowledge of on the 29th February, 1916, that was 
still in your mind, was it not?-A. I think it likely that that Jetter was shown 
to me at the time. 

Q. And you) had also this feature before 'you, that you had been a::,king Sir 
Thomas White for an inspection of this bank in all its affairs and that you had 
not got it and that instead of ·getting that a suggestion waR made that Mr. 
Haney and Mr. Machaffie were going to make an inspection and you never saw 
a report of Mr. Mar.haffie's at all. Are not those also facts that were weighing 
in your mind ?-A. I think it quite likely that I saw the letter Mr. Lash sent 
to Mr. Fisher, although it was marked confidential. 

Q. It was meant for; you I suppose?-A. I expect we saw it. But Mr. Lash 
at that time did not have the full information on the Pellatt accounts that he 
had subsequently because at that moment he was examining into them, neither 
did he have the'report of Mr. Haney and myself on what we considered the 
value of the timber in the Frost account. 

Q. That is, Mr. Lash had not full information when he wrote that letter? 
-A. No, I did not have as full information .myself on these accounts as I had 
later. 

Q. But as far as the Bank',, general condition wag concerned it had not 
improved in 1916, in your mind?-A. I will not admit that. 

Q. Will you tell us what the improvements were that you can point out to 
us now?-A. The improvements were that the Directors at the meeting in 
March, 1916, had fuller information on these accounts than they had had at any 
time previous; the old management had been superseded and Mr. Haney had 
taken the position of Vice-President and. Chief Executive Officer, with Mr. 
Machaffie, the best-trained banker in the institution, brought to Toronto to 
help him. It may have bPen an error in judgment on my part but-

Q. I am not even suggesting that it was an error in judgment on your part; 
we all err, but we want to get at the facts. Did not this fact weigh in your 
mind; the Eastern Directors had promised that Mr. Haney and Mr. Machaffie 
would make an inspection, and that inspection wa'3 never made as far as Mr. 
Machaffie was concerned, and Mr. Hianey knew nothing about making inspec
tions himself, you knew that, didn't you?-A. I knew that no written report 
had been made by Mr. Macha,ffie. 
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Q. Did Mr. Machaffie ever make a verbal report to you?-A. Mr. Mac
haffie attended the Directors' meetings and the::;e account£ were all discussed at 

those meetings. 
Q. And you, having the most absolute confidence in Mr. Machaffie, were 

safofied?-A. I felt that with Mr. Haney and Mr. Machaffie there things were 

going us well as could be ~xpected. 
Q. So you put your hands to the plough in 1916 but did not finish the 

furrow. Is not that a fact?-A. You are speaking rather figuratively. 
Q. But you undnstand perfectly what I mean. You Western Directors 

started the trouble with Sir Thomas White, and rightly so, it was your duty; 
but you stopped, although you knew that the Frost account was in no better 
condition, the New Orlean'l account was in no better condition, the Pellatt 
account was in no better condition except possibly by the payment of a few 
thousand dollars' interest ?-A. And an improvement in the security. 

Q. A lot of the securities had been sold in the Pellatt account, did you 
know that at that time?-A. I do not recall anything of that. 

Q. 'Fhen you did not make a very full invei::t,igation, or Mr. Machaffie did 

nqt tell you of the sale of tho;:;e securities?-A. When I ;:;topped ploughing the 
furrow a-, you suggest, in ~larch, 1916, let me repeat, we had ~Jr. Lash';:; opipion 
on the Pellatt account, there was the question of .seeing that the securities were 
in proper legal shape to whirh Mr. Laf'h had given his attention. There was 
l\Ir. Laf'h's view as I recall it that there would ultimately be no los'l in the 
Pellat.t acrount. We had the additional information on the timber, our judg
ment may have been wrong but it was an absolutely honecst judgment at thut 
time. 

Q. Quite so, I am not quc~tidnim; your honesty or your jud~cnt, but I 
want to get at this fact, that in 1917 the Frost account bud not improved, it wu;:; 
a frozen asset; tlie New Orleans account had not improved but kul gone bark
ward; t1ie Pellatt acrount had not improved exrept by way of sale of the 
:::erurities whieh you now tell me you nrver knew of, i::o that the only t!.:ng 
left ww; that you must have been rnti<,fird with what Mr. Marhaffie and Mr. 
La"h told you?-A. YE·'-', we had confideme in Mr. Lac;h and )/Ir. Haney and 
Mr. ~forl1affir. 

Q. l might tell you that thrH' f'eruritir::: of Pellatt's were sold behVPP,n the 
month.-; of S(•ptembcr and DerPmber, 1916, that wa-; not told you, was it?
A. I do not rcrall that I knrw it. 

Q. You would recall it if it had been told to you?-A. I cannot .-<,1v, it is 

very difficult to throw one's mind back seven or Pight years and recall all those 
detail-:. 

Q. I know it is, just as it wa-; with Sir Thomas White, his memory was 
marvelous, I wonder sometime;; how good it wa-i. But tlw Pellatt acrnunt you 
knew at that time was what would be trrmed a frozen arrnunt ?-A. Yes, it 
was undoubtedly a frozen arcount at that time. 

Q. And as far as you were concerned and ac; you recol!Prt now neither Mr. 
1\fa.rhaffie, Mr. Lash or General Mai"on told you about the sale of Pellatt's 
securiti('i- whrreby the arrount was made. to look bett('r?-A. I cannot rrr~ll that. 

Q. Therefore did you think that your duty wa-; endrd by just looking into 

these three or four accounts, after you had a~ked for a full inspection of all the 
accounts of the bank?-A. You have the impre::,~ion that our consideration at 
Directors' meetings was confined to thm,e three account". As a matter of fact, 
the large accounts of the bank were dif-cu~ed, my rerol!t-rtion is quite cle::ir that 
in respect to these Toronto accounts partirularly the view of the Eastern 
Dirertors was that they would work out. 

Q. Do you ever remember General Mason laying before you a statement of 

all the accounts of the bank over $25,000?-A. That statement was given to 

us at the November meeting in 1914 as I recall, when we first went down to 

Toronto. 
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Q. But I am speaking now of 1916 after Mr. Lash's letter of February 29th. Do you ever remember General Mason laying before you a statement of all the accounts of $25,000 or over?-A. No I do not recall that. As a matter of fact General Mason then was placing no information before the Board because he had been superseded by Mr. Haney and Mr. Machaflie in March· of that year. 
Q. You made splendid efforts up to that time, you and the Western Directors, and you were in po~session of 1,000 :;:hares of stock and you were not satisfied in 1916 apparently, and the meeting was coming on in May or June. Would it not have been wise to have removed members of that Board at that time by the use of your stock?-A. It might have been if we could have done it, but 1,000 shares of stock would not go very far in an Annual Meeting of the Home Bank at that time. 
Q. It would st.art it pretty well, wouldn't it ?-A. No. I cannot recall that that occurred to us. 
Q. However, you had made splendid efforts, but the plough got stuck in the furrow, and you never pursued it any further; that is about the situatioq ?A. Well, the facts are in evidence . 

Cross Examined by Mr. Browning: 
Q. Referring to Exhibit No. 83, page 173, the letter of Mr. Laeh and Mr. Haney to Sir Thomas White. The second parngraph from the bottom. 

"I mention i,he Winnipeg Directors and Mr. Harfey specially, on arcount of their position, and the under<otanding with the Board that the important affairs of the bank will be under their guidance." 
That is on page 173 in Exhibit 83, the letter of March 23rd, 1916, from Mr. Lash to Sir Thomas White.-A. Ye'l, I have got it before me now. 

Q. From that time forward were the sentiments exprC$se<l by ::\fr. Lash ever given effect to and were the important affairs of the bank under your guidance in co-operation with Mr. Haney?-A. No, I would «t.y they were not. The attitude of the Directors was this. 
Q. I just want to know if they were as a mat,tn of fact?-A. No, because we were only attending meetings in Toronto very cailually. 
Q. Were you ever communicated with by the Minister, Sir Thomas White, to know if this was being given effect to?-A. No, I have no recollection of it. • Q. You never heard from l\Ir. White one way or the other in regard to that ?-A. I think I had a letter or two from Sir Thomas White, but not in relation to that. I had no acknowledgement, I recall, from Sir Thomas, of the letter I sPnt him on l\Iarch 20th. 
Q. But you were never asked whether Mr. Lash's promise or assurance to Sir Thomas White, the Minister of Finance, was being imple¥1ented in any way?-A. No. 
Q. In 1916, you and Mr. Haney visited the limits in British Columbia?-A. Yes. 

J 
Q. You did not see them or examine them in any way, relying on the cruisers' reports as to their contents?-A. Yes. 
Q. And taking the then prevailing· -yvar prices of timber, you found that the margin of serurity was about 25 per cent; 2¼ millions and about 1,750,000?A. As I recall it, Mr. Bro:Vning, our estimate of the value of that timber was about 2¼ million dollars or por,sibly between that and 2-½ million doRars. 
Q. And the loan was $1,750,000?-A. That is my recollection. 
Q. Mr. White told us in his examination that there was a great divergence of opinion on the part of cruisers as to the contents of limits; he did not seem to place much reliance upon their reports. He was informed of your visit in 
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your letter whirh I referred to, of March 23, 1916, or the letter from :\Ir. L:i..-:h 

to bim, paragraph 7, Mr. Lash rderR to your report respecting the British 

Columbia situation ?-A. Yes. 
Q. And to your knowledge did the ::\linister of Finan<'e know of the loan 

and of the valuation placed upon the limit? I suppose he had an opportunity 

of finding out at any rate? The Minister of Finanre had an opportunity of 

knowing exactly what the loan was, $1,750,000?-A. I think that was n·ported 

to him. 
Q. And also as to the amount of the loan, bc,tween 2, and 2¼, and 2} mil

lion ?-A. I don't know what information mt,y have been eonveyed to him. 

Q. But he had ample opportunity of knowing all those facts?-A. I sl1ould 

say so. 
Q. And I presume you did not inform the Minister or the Board of your 

opinion a"I to the stability or instability of the security? You were not out 

there for that purpo3e?-A. No. 4 
Q. Did you form an opinion as to the security?-A. On the timber? 

Q. Yes, being a good kind of security.-A. I formed the opinion I have 

already stated. ,. 

Q. That there was a margin of about 25 per cent ?-A. Let me make that 

clear. 
Q. I am not que,:tioning anything you did.-A. I thought there was a value 

there of 2¼ million dollars or probably in excess of t1iat . 
. Q. The ultimate value at prevailing war prices of timber.-A. Of values 

at that time. 
Mr. SYMINGTON: $1.50 a thousand; that is not war prices. 

Mr. BROWNING: They were the then price". I am referring to Sir Thomas 

w;,ite, not to you, Mr. Crerar, just now.-A. I might say in respect to tlrnt, 

that a!'I far ac; my information goes the/value of logs increa:-rd very con:iiderably 

after that period, on the Coast. 
Q. But you know as a practical busine,:s man, much better than I do, that 

the value of logs goes up and down?-A. Well, depending on the demand for 

timber. 
Q. And the selling value to-day i::; not what it was.-A. I have po informa

tion on Coast timber. 
Q. Af'. a matter of fact these limits have been held from before 1916,to 1923 

and have never been sold ?-A. I have no knowledge of whether thf'y have 1111 

been held or not, other than what I have seen in the reportc; since the bank 

failed. 
Q. Were you ever communicated with by Sir Thomas White, following the 

lettrr of Mr. Lash to you, notifying him that you had vi:;ited the,:e limit:i?-A. • 

I cannot recall, 
Q. Would you not recall if you had received any requr;;:t from Sir Thomae; 

White for information?-A. I know I had no letter from Sir Thoma~ White in 

respect to these accounts. 
Q. Had you no letter from 'Sir Thomas White respecting your vi,:it to 

British Columbia, or any converf'.ation with him in regard to the value of the 

;;ecurity?-A. No. 
Q. No request for further information or for your opinion?-A. To myself 

personally? 
Q. To yourself personally.-A. No, sir. 
Q. Or to anyone on your behalf?-A. No, sir. 
Q. No communication took place between you and Sir Thomas White from 

the time Mr. Lash's letter was received by him in March until the pre-;ent time? 

-A. That is my recollection. 
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Cross-e;ramincd by Mr. R( id 
Q. Mr. Crerar, you admitted yeste-rday that you were elected a Director 

of the Home Bank in May, 1910, and you continued to be a Director until you 
rr=-igm·d on January 9, 1918.-A. My re:-ign:ition was accepted January the 9th, 
that is correct. 

Q. I notice that at the annual meeting on the 28th June, 1910, you were 
electrd to fill the vacancy caused by the death of Col. John I. David,,on?-A. 
My recollection is that I had been elected in April or :May previously. 

Q. I beg pardon ?-A. l\ly recollection is that I had gone on the Board of 
Directors or been appointed to the Board of Directors in l\Iay, 1910. 

Q. And you were re-eleeted each year after that up to the 9th January, 
1918, wh~n you sent in your resignation?- -A. Y cs, I sent in my resignation on 
the 3rd of January. ( 

Q. But you were re-e!ected each ye.:tr between May, 1910, and the 9th of 
January, 1918, as a Direetor?-A. Yes. 

Q. And you were a Director of the Home Bank during that whole pniod 
of time?-A. Yes. 

Q. Now I notice that at the annual ml·(-ting held on the 25th June, 1918, 
your ret-'ignation was accepted bec:1use you had accepted a position as a Min
i ,ter of the Crown?-A. My resignation had been accepted on the 9th January. 

Q. I am spraking now of the official report of the proceedings_ at the annual 
mPding of the 25th of June, 1918.-A. I think that was simply an intimation 
tbat, it barl been accepted on the 9th January. 

Q. We will come to that latrr on. The annual rrport printed and presented 
to the shareholders by the Directors each year bet~een 1910 and 1918, when you 
rrsig;ned, was the annual report presented to the shareholders by all the Directors 
of the Home Bank.-A. It wa~ the report submitted to the shareholders, yrs. 

Q. That is not what I am asking you. I 'say that the printed annual 
rpport, sent through the mail;; of Canada and delivered by post to every ehare
h, ildPr of the Home Bank, was a printed annual report containing the Directors' 
report, and the shareholders' report, and the Pre,-ident's addre~s, and other 
matters, sanctioned and ,approved by the Directors of the Home Bank. Am 
I right in that or am I not?-A. Certainly, it was the report submitted to th~ 
shareholders at the annual merting. 

Q. And approved and sanctioned and ratified by the Directors?-A. It 
wa, the report submitted by the Directors at the meeting, to the shareholders. 

Q. And you take full responsibility for everything contained in any of 
those reports presented to the shareholders during that period of time?-A~ 
I (·,m hardly do that, because I think there were only two occasions on which 
I wa-, present at an annual meeting. 

Q. ·we will come to that later on. A'S a business man, when a business 
man is asked to join a firm or to invest his money in a business, or to becom0 
,connected with any business enterprise, isn't it ordinary business prudence 
.and commonsense that the first thing any such man does is tcz..;riake himself 
thoroughly acquainted with every detail of1 the business in which he is asked 
to inve-st his money, or to become a partner, a shareholder, or a director?-A. 
I think that would be a matter of opinion. 

Q. I am asking you, as an outstanding business man, if that is not what 
a bu~iness man of ordinary prudence and commonsense wo-qld do ?-A. I don't 
think I can answer that question. I think individual opimons on that, would vary. 

Q. I put it to you yourself, per::1onally; asked to become connected with an 
enterprise with millions of dollar.s of assets and millions of dollars of money 
a~ -.:take, asked to invest· your money either as a Director or shareholder, would 
you not make reasonable ordinary inquiries which an ordinary business man 

7872~-2 ' 

• 



480 ROYAL CO]!J!ISSIO.V 

should do and would do before he entered upon any such undertaking?
A. No, I have frt:qurntly gone into bu,;inePc. ventures on the recommendation of 
frirndR in whose judgment I had confidence. 

Q. Then when you became a Director of the Home Bank in May, 1910, did 
you make any inquirie-; or acquaint your;:;elf in any way with the position or 

business of the Home Bank of Canada ?-A. Nothing beyond what is con
tained in the bank's printed report. 

Q. Di<;l you take the bank's printed report-, and go through them?-A. I read 
th!' rrports and looked at the statement of as<;ets and liabilitie'3, I presume. I 
r.unnot recall uverything I did in detail fourteen years ago, when I went on this 
Board. 

Q. You were rntidied at that time that the Bank was in a good position 
and that you were ready to risk your monr.y and give your srrvir£•s and ability 
to the further progre<;s of the bank?-A. Ye<;. 

Q. Now having been elecwrl a Director of the Home Bank of Canada, I 
pre~ume that you, a:, you said yesterday, realized that you had become a Director 
and assumed the re~ponsibilities of a Dircctor?-A. I said yesterday in my 
evidence that I was asked to go on the Board and become one of a Committee \. 

of three to consider Western bu-;inf'F<;, and that we considerrd Western busineF::<. 
l\:ly rer.olkction is that our Westnn Committee had meetings weekly, that thr 
applications for credits, from the Western branches, came before the Committee; 
that our recomm<·nrlations were ruacle upon those applications and they were 
forw:uded to the head 0ffice; and durin~ the period from the time I became 
a Director in May, 1910, until Xovember, 1914, I had attended, to the be,;t 
of my recollection, only one meeting of the Board in Toronto. 

Q. When you became a Director of the Home Bank of Canada, you under
stood then tr.at you became a trustee of the property and the money and the 
a;,,rt 0 and of the inkn,::.t.;; of all the shareholders and depositors of the Home 
;Bank of Cnnada?-A. I don't know that I gave con~ideration at that moment 

· to all the points you mention. 
Q. I am not a,:king you that. I say that when you became elected us a 

Director of the Home Bank of Canada, n·n lizin~ you Ray that you were a 
Director and had the responsibilities of, a Director, you became a trustee of the 
property, of the money, of the assets, and of all the interests of the shareholdPrn 
ancl depositors of the Home Bank of Canada.-A. I became a Director of the 
int-titution with the rrsponsibility that atL.tchPd to that. 

Q. And a trustre?-A. In the ordinary sense that any Director is a tru,:,tf,1), 
I suppose. 

Q. And you became a guardian of all the financial interests and of all 
the assets of the shareholders and depositors of the Home Bank of Canada?-
A. I don't know just what you mean by the term " guardian." , 

Q. I say you berame a trustee and guardian of the propPrty and money and 
of the intere~ts and a~-,et~ of tlw shareholders and drpositors of the Home Bank 
of Canada, when you were clrC'tcd a Direl'tnr?-A. I became a Director in the 
f'en,-;r~ that a person nrdinarily dor'l rnd with the re'ipon,-,ibilitirc; that are u,::ual. 

Q. Don't hcd~e, I\fr. Crernr; I am a,iking you if you realized your respon
sibility a-1 a Dire<·t.or, and by rea-;on of bt·roming a Director, that you bernme 
a trustee and guardian of thr a~-t•tR, property and money of all the ~harrholders 
of the Home Bank of Ccnada:t-A. I wi~li to ~ay thi~, Mr. R1!id. 

Q. I a!"k you if you realized that? And you may give your expl31nation 
afterwardR. 

HiR LORDSHIP: Just a moment; I wi:,:h to ask a question. What were you 
about to ::;ay, Mr. Crerar?-A. I wa-; about to say, my lord, that I realizeti that 
I was a Director of the im;titution with the m,ponE"ibilities that ordinarily 
appertain to a Director. 
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Q. I. think Mr. Reid's question is dired,cd to this. You confined, in your 
reply, your oversight to the Western end of the bu-,iness. I think Mr. Reid's 
questions, if I catch the drift of them, are directed to an apprehension on your 
part that you were not only there to look after the interi>sts of the bank in its 
WPstern connection, but that you were re"pOnEible to the bank as a whole. Is 
that the drift of your que:;:tiun, l\1r. Reid? 

~Ir. REID: Yes, my lord. 
His LORDSHIP: I think that is the point he is directing your attention to. 

:'.\!Ir. Crerar?-A. Well, I realized that I was a Director of the Bank, but it was 
impo,:~ible for a Director in Winnipeg to attend the ordinary meetings of the 
Board in Toronto. 

His LORDSHIP: That is anotlwr matter. You have got an affirmative 
answer to your quei::tion, Mr. Reid. 

:\fr. RErn: Yes, you re:1Ji1.i>d your position as a trustee and guardian of the 
propc>rty of tlie bank, as a Dirctcor; and as a corollary to that you would natur
ally be a trustee and guardian of the matters I referred to ?-A. I was aware 
that I was a Director of the bank. 

Q. And you admit that you were a trmtce and guardian along the lines I 
suir~cEt, in the interebt of everyone, having property and money in the bank?
A. I had the responsibility ordinarily attaching to a Director. 

Q. As a trustee and guardian of the property?-A. I don't know just what 
you mean by " a trustee and guardian." 

Mr. SYMINGTON: That is not a fair question. My friend may be wrong. 
Mr. LAFLEUR: Surely that is a que-.:tion of law. It does not seem to me to 

advance this inquiry to say that if a Director did realize that, he had all the 
re,-.ponsibility that attached to his position. 

His LORDSHIP: The law imposes those responsibilities upon him, whatever 
they were. 

Mr. Run: Then I will ask you this: you realized that you held a position 
of trust and rN-ponsibility towards tho,-e whobe interests were at stake in the 
Home Bank?-A. Yes. 

Q. Now at that time1 you were considered in \Vestern Canada, and no 
doubt in other parts of C:.inada now, as a man in whom the public in the West 
at least, and in other parts of Canada now, had great confidence?-A. Not at 
that timP; I held a very rnode.,,t po::ition then. 

Q. In Western CanaJa, in your own immediate neighbourhood, you were 
looked up to a1; a man -0£ ouhtllnding ability, and as a man in whom the public 
had great confidence and in whom opinion the farm~rs _and gra~n growers, ut 
any rate in Western Canada, placed a great deal of faith m anythmg you would 
say or do.-A. No. I ca~not admit al~ that. My yosition was this: I became 

1 associated with the Gram Growers' m 1907, entirely unkno,-vn, and I don't 
think that my reputation, or the general knowledge possesf-ed by rny fellow 
citizens of myself, at that time, was very great . 

Q. But between the time you were elected a Direct.or of the Horne Bank 
in 1910, and 1918, the confidence and faith of the people in Western Canada, 
held by you, increased eonsiderably?-A. I hope it had made some progress. 

Q. And they would put a great deal of relianC'e and faith in any publ,ic 
undertaking or any public entupri:;;e or industry or financial institution with 
which you bPcame connected?-A. Well you can scarcely expect me to give an 
opinion on that point. I would prefer that you would ask someone else that 
que~tion. • 

Q. But I say it would lead you to think that that would be the case?
A. I believe that a good many people had confidence in my judgment and in 
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my integrity. I am very •modest, Mr. Re:d, and I don't wi:-h to say :mything 

that would be otherwise. 
Q. I am coming to something in a moment that will lrad up to !-hawing 

the position you orrupied in the West. Being in this po;,.ition of trus~ and 

re8pon:;,ibility as a Diredor and as a gm,rdian of the people'8 intere,,ts in the 
Home Bank, as a trustee, you rould keep the shareholder,-, and depositors of 

the Home Bank thorou!!;hly informrd and pu::ted at any time you tlc:;irPd t,) 

do rn as to the finanr:al position of the Home Bank from time to time.
A. I don't quite undersLand your question. 

Q. I i--ay that being in the poi'ition of a Director and guardian and tru,tre 
of the Hume Bank, you were in a po,aition to give the :;hareholders anJ depositor:
uf the Home Bank all the informatiun thc1t wa:; po,;:;ible to get from time to 
time in rPgtrd to t:w finan('ial position and l"tanding of the Home Bank uf 

Canada.-A. Do yCJu mrnn tLit I could have publishrd that information. 
~- No, I .~ay that bring in the position :vou m·re, yuu could at any time 

you ,;o 1:1 <red have takPn the :-i1areholder-: or the drpm,itors into your ,·on
fidence Lnd given them information whirh they could not othrrwi,1· obtain.
A. I could have told them rvcrytliing I knew about the bank's bul"illl'""', I 

suppo.;e. 
Q. Which would have given them inside information ,a-; to the financial 

position of the bank during the period that you ,nTe a Diret"tor?-A. I pn.',ume 

it would. 
Q. You could have done that?-A. Thnt could have brPn done 1 yes. Any 

Director could have done that. 
Q. Now to sum up what I have said, in ,;hart your position wa:,; this, that 

the intcm,t 3 ,,nd :=.:afrty of the shareholdrrs and dPpositors of the Home Bank 
of Canada waf; to be vour first and chould have been your chief con,-ideration 
as a Dirrrtor of thf' Home Bank of Canada? 

Mr. LAFLErR: Rurely that is not relevr.nt tu this inquiry. Is the lPar~rd 
Counsel trying to make out a were again,:,t the old Directors or against the 

Government? We are now investigating a l'laim by the depositors again-,t 
the GovernmPnt. I do not think this i:,; gnmane to the inquiry. I <lo not 

want to ohjE:rt, becau-;e ultimately the donrs will be thrown open to all kind~ 
of que;.tions, but it seems to me that while we are on this branch of the ca,;£', 

we are not advancing it by that. rnrt of que::;tion. 

Mr. REID: I want tu lPad to a rerbin point and then I will rome to the 
dct:iil"l that we have hl·Pn d:sru~::;ing thi::; morning for the la<.Jt half hour. I do 
not intend to labour this very long; I want merely to lead up to a certain point 
to ~re what the pn,-it :on of :;\Ir. Crerar was .and i.5 with relation to the share
l1oldns and depo~itors. 

His LORDSHIP: I will not stop Mr. RPid now. 

Mr. Rno: As a Dirertor of course you wue rnppo~Pd tn direct the bu-,inPi-'i 
of the Home Bank?-A. Ye:::, and we did. vYe d1srharged our duties on the 
understanding on whirh the vV e:'tern Committee went upon the Board. I want 
to make it clear that it was not expected by the Directors in the E:1-,t, or as far 

as I knew by anyone else, that the We,:trrn Directors, Mr. Kennedy, Mr. Persse 
and myself would be prC>'Pnt at Directors' meeting"l in Toronto and ~crutinize 
the business that came before the Board. That was a phy:,iral impossibility. 

Q. That is a matter of law as to whether you were bound to d9 that or 
not-A. But we did have our weekly meetings in the city of Winnipeg and we 
passed upon the applicatiom for Western busines:5. The conditions surround
ing business in that territory were more familiar to us than.they were to the 
Eastern Directors, and we passed our recommendations on the applications. 

Q. Now did you sign the minutes of the meetings that were held between 
May 1910 and January 1918 when you resigned? Did you sign all the minutes 

l 
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of the meeting,; of the Dirrrtors of the Home Bank for that complete period?
A. Did I sign them? 

Q. Ye::;.-A. No, I signed no minutes. 
Q. You were a Director of the Home Bank of Cannda but you did not 

sign the minut€s of the Home Bank?-A. Tho minutes of meetings, no, as far 
as I know the President and Serretary or the General Manager signed them. 

).Ir. LAFLEl'R: The Secretary would sign them. 
\fr. SYMINGTON: I· do n6t know of any bank where the Directors sign the 

minutr;-; of meetings. 
Mr. R.Em: Did you give your approval and ,;anrtion to everything that 

was done at the meetings of the Direr·tors of the Home Bank during that 
period ?-A. No, I did not. 

Q. Up to the time thafyou startrd to protest in 1916?-A. I thought your 
question, Mr. Reid, referred to mattrrs between the commencement of 1916 and 
1918. 

Q. 1910 to 1916, during that period of time did you give your consent and 
approval to everything contained in the .minutes of meetings of the Directors 
of the Home Bank of Canada ?-A. In Toronto. 

Q. Of the Home Bank.. I am not speaking of Toronto; I am speaking of 
the ri1inutes of the meetings of Dirrcturs of the Home Bank of Canada.- A. 
Pardun me. I was going to say tht,t 1t might be my ;,tupidity in not understand
ing the question. 

(i. No, we were at cro-::s purpORf'S. Let me explain this: I am not 
a:-;:uming that there were two sets of minutes kept at all; I am speaking of 
tho minutes of meetingt> of Directors of the Home B~nk, held, I don't r:tre 
whether in Vancouver or Toronto or anywhere else,· I am speaking of the 
minutPs of the Directors' meetings of the Home Bank of Canada and I want 
to know what knowledge you had of them.-A. If you will give me a moment I 
will an..,wer. 

Q. That is the idea.---A May I prorc>rd? 
Q. Certainly.- A. The minute,- of the Western ~ection of the Board were 

approVf'd by the ,vestern Dircrtors ,veekly. The minute.-; of the Em,te;rn Rf'C
tion of the Board, held in the eity of Toronto, were not approved or cornidored 
by the Western Dirertorf', bernu;:e they wrre not prc:-rnt at the meetings either 
at which the minutes were fir,-t made or at which they were approved. Do 
I make mv:oolf clear? 

Q. TJic,n the Directors of the Home Bank of Canada, or t!1c Board was 
sort of divided into C'Ompartments for the purpo;:e of c arrying on the bu::,ine::;.; 
of tlw bauk?-A. Well that may be a fair as,mmption to put on it. I have 
already explained that the ,vt0 :,krn Directors were a committee to consider and pa,-1 upon and approve ,vestern bu;;inei ~-

Q. Did you pass upon and approve of all applic:1tions for loans made to 
the Home Bank of Canada? 

Hrs LORDSHIP: That inrludc:i both Toronto and your own ,vestern terri-
tory?-A. No. , 

Mr. Rim: You did not?-A. Xo. If you are referring to E::u;tern busi
ne~-<, no. 

Hrs LORDSHIP: He is referring to Eastern bu-<inc.;s beC'ausc he says to all. 
~r. RErn: Perhap::; my view of the entity of a eorporation and the acts of 

Directors and shareholders do not mert with the same understanding by you, 
that I have of your idea of it. What I am trying to get at is this: 
that a Board of Directors of any financial institution acts as a body, 
an entity; I rrever heard of it before as you have mentioned "it now, being 
divided into compartments with responsibilities for certain business, say 1 

Vancouver and another two or three in Halifax and two or three more in 
' 
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Montreal and a couple in Toronto. I am :,peaking of the Board of Directors 

of the Home Bank of Canada a::; a Board and I want you to kerp that in mind 

when you answer. 
Mr. LAFLEl.R: The witnr~;; ha,:; given the fart:-. I do not know that it is 

u,-eful to discu-;s now the propriety of this arrangement. That i.; a matter of 

argument. 
Mr. REID: Did you investiirate as a Director of the Home Bank the securi

ties and assets of the Home Bank, during the timtl you were a Director'?-A. I 

stated in my evidence yesterday, Mr. Reid, that the We.3tern Diredtors came 

to Toronto in Xovember, 1914, and set on foot certain inquirirs and askeJ for 

information rr~perting certain arr.aunts of the Bank. Now let me make it clear 

again, and I think I have stated it half a dozen times in my evidence already, 

that from May, 1910, when I went on the Board of the Home Bunk, until 

)roVl~mber, 1914, in my recollection I attended only one meeting in Toronto. 
Q. In the annual printed report of the Home Bank of Canada for the year 

1910, in whi1·h you appear at> a Director, there is a report by the Dircl'tor:,; to 

the f'hareholders containing a lot of information about the Wet-t an,d ,-o on, and 

one paragraph in the Directors' Report mys that the u-.;ual examidation by tbe 

Dirt'rtors of the trea:::ury and securities wa::; mude. Did you make tliat exam

ination of the treasury and "-rcurities of the Home Bank of Canada in 1910?

A~ Do you me::in pcrf'onally? 
Q. Yes.-A. No sir. 
Q. TlH'n that is not a correct report of the Dirretors of the Home Bank of 

Cannda to the .::;hareholders in that year? 

His LORDSHIP: That is a matter of argument. He did not do it at any 

rate.-A. I cannot pass any opinion on that. 

Mr. REID: What I say is that this i-; a report of the Directon, of the Home 

Bank of Canada to the shareholders for 1910 and there is a statement in it that 

the urnal examination by the Directors of the treasury and securitie;; wa.."- made. 

-A. "\Vt>ll, I don't know that the Dirertors personally made that examination. 
Q. You, did not do it?-A. I have already told you I did not. 
~- Then in the annual report of the Home Bank for the year 1911 there is 

a rq>0rt of the Directors at the annual meeting of the shareholders held on the 

27th June, 1911, at Toronto and you were at that date one of the DirPrtor;; of 

the Home Bank.-A. I think that was the only occa::oion on which I was pre;;pnt 

in Toronto between May 1910 and ~ovember 1914. 
Q. And Mr. Thomas A. Crerar, the President of the Grain Growers', 

Limited, addressed the shareholders to the following effect?-A. I can rerall 

that. 
Q. You said that it gave you great pleasure to be present at the annual 

meeting. the fir~t time you had had the privilege of attending. The manage

ment, and shareholders were to be congratulated upon the exl'dlent showing 

for the past year. The proirress had been rntisfactory and augured well for the 

future. Then you said that you would lih to see' the capital of the bank in-

n creaf'ed, and it wa,"' moved by Mr. Crerar that the thanks of the shareholders 

be tt>nderetl to thr General Manager and other officers of the bank for the effi
cient manner in which they had respectively discharged their duties in the pa~t · 
year. 

Hi-, LORDSHIP: Is that 1911? 
Mr. REID: Ye~. 
Mt. LAFLFrn: That is not wi.thiri the period complained of by the pre;crnt 

depo::;it.or.;. Again I make that observation not with a view of formally object

ing, because ultimately we will have to go into that quest-ion, but at present it 

is a little premature and not germane to the present inquiry. 

I 
.i 



' • I 

.. 

I 

HOME BANK OF CANADA 485 

His LORDSHIP: No, not imm(;diately. However, we have not held the 
reins very tightly during the progress of the inquiry and I understand you are 
not objecting. 

Mr. LAFLFuR: I am suggesting to the learned Counsel that his time will 
come to present that, and we are not going ~o neglect it. 

Mr. REID: I will not take much time. 
His Lo:8DSHIP: You have not taken much time in the inquiry. 
Mr. REID: I want to connect up Mr. Crerar'8 directorate, from tb,e time 

he became a Director until he retired, to see exactly what he did. It is recorded 
in the printed literature. 

Mr. SYMINGTON: I can say to my learned friend that the next witness will 
put in all these annual reports, so that they will speak for themselve:::. 

Mr. RErn: I want to find out what Mr:. Crerar's view was, of the financial 
posit ion of the bank from the time he became a Dir(;ct-0r until he resiirncd, and 
I will ref er him to the report of the curator made to the Supreme Court of 
Ontario, referring to the partirular period when he passed a vote of thank::1 to 
and approved of the management of the Home Bank, and we will see what the 
liquidator, Mr. Clarkson, says about that same period, just briefly. 

Q. Now at that time a dividend was dl'l'lared and you gave your seal of 
approval to what had been done and you hoped for the prosperity of the bank 
und thanked them for tlie good showing made. ~Ir. Clarkson, the liquidator 
of the Home Bank of Canada, in his rC'port to the Supreme Court referring to 
the same period, says at page 220, that in the financial year which commenced 
on June bt, 1910 and ended May 31st, 1911, the paidc.up capital of the bank 
increased to $1,264,000; while the rest fund showed $124,000. The profits of 
the bank were shown at $121,942, but included in this amount were $42,000 
which are worthy of mention. Then he goes on and describes that and he says 
the other item of $24,000 represented interel'it on advances to Frost & Co., which 
commencel:l to be made in this year; aqd he goes on then and shows that in this 
period, the period referred to in this annual report, that you sanctioned and 
approved of, the bank advanced $720,000 to A. C. Frost and Co. againt--t a 
security of timber limits in British Columbia, and the bank took part of that 
money back and handed over securities of the Chicago and Milwaukee Railway, 
which had gone into a receiver's hands, and the interest was capitalized. How 
do you account for declaring a dividend during that period when it was not 
Parned ?-A. I knev\' nothing of these circumstances. I repeat, Mr. Reid, th1;1,t I 
knew nothing of the bank's business in Eastern Canada at that time. 

Q. But I say it was your duty to know a::i a Director, that is what I am 
trying to make plain to you. 

His LORDSHIP: You have got him to that point, Mr. Reid, that he says 
he did not know. I think that is sufficient for your purpo::e. Whether he 
ought to have known will be a matter for argument. 

Mr. REID: Now speaking of the agitati'On and negotiations whi<'h were 
,going on between you and Sir Thoma,; White and 10thers, to ·obtain an out-,ide 

• audit of the bank, to make a long ~tory shof't it wa-: finally c,dled off and there 
was no audit from the outside>, but the> arrangements were tJhat there should 
be an invc"tigation from the inRide and the reasons they gave to you were 
that if an audit were made from the qutside, information might leak out and 
,would probably cau:5e damage to the bank, or it may be cause a run on it; 
that wci,,; the chief argument used against an outside audit.-A. That wa;; the 
,view held by the Eastern Directors, that such a step would mean the closing 
of the bank's s.foors, with heavy lo,:s probably to depositors as well a::; share-
holders. J 
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Q. Now at that time, if that argument prcva.iled, as it did, and was to be 
continued into the future, Government inspection of hanks of course would 
be fabooed and barred for all time to come?-A. No, I don't agree with that. 

Q. You are aware of the fact that at the time the Merrhant,s' Bank w:.is 

taken over by the Bank of Montreal, there had been an out1-ide examination 
going on by the officials of the Banh. of ).1Qntre:il for six month-, prior to it be
ing taken over and no one knew a word about it.-A. I did not know of that. 

Q. But you know now?-A. I have hrnrd it 1-tated. I believe I read it in 
the newf-papers in a rrport of the proceedings before this Gommisfion. 

Q. I did not know they had mPntioned tliat.-A. I read it in the news
paprrs anyway. 

~fr. LAFLLUR: That wa-:; m:i<le a rnbjrrt of my examination of Sir Thoma,; 
White. I af'ked him about it.-A. Probably that was it. 

Mr. REID: I am coming to otlwr bank:o a,: well. At the time the Merch
ant,,' Bank inve~tigation wa,; ~iing on, PffrrtPd by outside official,;, you were' a 
membrr of the l'nion U-uwrnment.-A. At the time of the Merdiant-,' Bank? 
Wlwn was that? 

~- In 1921.-A. Xo, I ct·:tsed to be a member of the l'nion Government 
early in .June, 1919. 

Q. Then I beg pardon. Well, quite rrrently the Bank of Hamilton has 
been taken over, b¥ the Canadian Bank of Commevce I think, and they con
ducted an out,:ide audit and inve~tigation for some months before taking it 
over. Do you think they did wrong in doing that?-A. I have no opinion to 
,p:1,-:s on it. I prernme tlwy did perf Prtly rip;ht. I do ll!ot know. 

Q. And the Banque Nationale whieh was recently absorbed by the Bauk 
of Hochelaga had an out-..:ide audit ron<lueted for over a year, and ,vas under 
supervi-,ion and tr.e Canadian Gowrnmrnt loan(;d ne::irly 8 million dollar,: to 
.the bank and it was finally taken over a few months ago as a result of this 
outside investigation. No one knew anything about that. Did you think that 
was wrong?-A. I have no opinion on it. I wa.3 not aware of the farts and. I 
.have no OC'C'a,.ion to hold any opinion upon it. 

Q. What I want to ,point out t<> you i;, thi:-., that had you donr your duty 
as a DirPctor and persisted in your effort;; to get an-0ut-..:ide audit ahd it harl 
been carried through as requested by the Finance Department, the out-;ide 
audit might not have affected thf Home 'Bank at all.-A. I cannot 1:,ay a-: to 
.that. I rannot ~ay what the re:-ult of rnrh au audit would have bPcn on the 
bank. 

Q. You can "Ce the results in other ca-;es of much more importance-A. I 
· can only say that at, that time I acted aernrding to the Jw,-t jud!ffilent I had, and 
I may add, Mr. Reid, that I do not prctPnr! to be infallible on this ur anything 
,else. 

Q. Now, Mr. Crerar, ;;peaking of the Prudential Tru!'t a1·count whieh you 
invc"-tigated to !'ome pxtent, up to the time you rbignPd in January, 1918, did 
you ever find out what the rea;;on wn-; why the Home Bank was not rPpaid 
the $500,000 which they had loaned to the Prudential T,rm,t?-A. Yes, my re
collrction is that Mr. Anglin, I think early in 1915, expres,,ed the opinion 
that the securities held on this railway, or property, in NPw Orleans would 
have to be realized upon beforp action could he taken airainst the Prudential 
,Tru<:t. I have a recollertion that thrre wa~ something of that kind, but let me 
rrprat again that it is very difficult to go back eight years and rnmPmber 
details of conver!'ation-:. 

Q Do you not know a:- a fact that finally wlwn a claim was made against 
the PrudPntial Trn-;t, that they pleaded tlw Statute of Limitations and refused 
to pay it at all, whether·they were liable or not?-A. I was not aware of that. 

• 



HOME BANK OF CANADA 487 

Q. Don't you know now, as a Director of the bank up to 1918, that tiH'Y 
refused to pay that amount because the 8tatute of Limitations had run against 
the claim?-A. Whrn wa'l that refusal made? 

Q. That is a matter of evidence in other eases. Did you know that as a 
fact. up to the time you resigned ?-A. No. 

Q. And you did not know up to this moment?-A. No. I believe I saw 
something in the evidence ::-omewhere but I am not certain of that. I think 
there was some reference to it. 

Mr. LAFLEl.R: In evidence in thi;,: inquiry?-A. In thr evidence; in a news-' 
papPr report of it. 

Mr. SYMINGTON: The Statute had not run when you were there. 
His LORDSHIP: It was running fa,:t then, but it had not got to the goal. 
Mr. REID: Now it appPars from the list of shareholder::; that you at one 

time •had quite a large number of shares in the Home Bank of Canadf.l'.-A. I 
think I had 66 shares at one timt•, Mr. Reid. 

Q. 40 share.,; r.crording to the annual report of the Home Bank of 1910, and 
in another report it hao\ gone up to 66. Was that the largest number of share'l 
that YO\l ever held in the Home Bank?-A. Y'ef'. 

Q. How much did you pay for them 9-A. My recollrction is that I bought 
thoi'e sham, in 1909 or 1910 at 8124 or $125 a share. I cannot recall the preci-,~ 
amount but it was over $120. 

Q. I notice that you are not on the list of contributories. I do not see your 
name on the list of contributories. 

Mr. SYMINGTON: The evidence is in that he sold those shares. 
:\-Ir. REID: Oh yes, he sold those sham,. Now }.'OU sold that stock in 191~ or 

a part of your own ;;tock.-A. I sold a part of my holdings in 1918. 
Q. And the balance in 1923?-A. Yes. 
Q. When you had full knowlrdge of the financial extremity the bank was 

in?-A. In 1923? 
Q. In 1918 when you sold part of your stock, and again in 1923 when you 

had full knowledge of the ruin and financial degradation and utter loss of the 
Homr. Bank you unloadrd your stock to the public?-A. No. 

Q. You can make an explanation afterwards if you wish; I am not trying 
to shut you off, don't think that. but I say in 1918 and in March 1923, you 
did some pretty quick dealing with your knowledge of the position of the Home 
Bank financially?-A. No, that is wholly incorrect. 

Q. Wt•ll you sold your stock in 1918.-A. I sold a portion of my holdings 
in 1918. 

Q. And when you sold thPm in 1918 you knew then the financial position 
of tlw Home Bank?-A. I had my general knowlrdge of the bank's affairs. 

Q. In,-ide information ?-A. I had no more inside information t9an any of 
the other Directors had. I had been off the Board for over six months, and I 
want to -:uy now Mr. Reid and I want to make it perfectly clear to you and to 
the Court, that at that time I thought the bank was geting into a good position, 
and I did not sell my shares, if your question implie,; that, becau:-le I had a doubt 
as to what might happen the bank. 

Q. I rf'rtainly wish to make it rlear that with your knowledge of the 
financial po~ition of the Home Bank, from inside information and inside ,::ources, 
which the ordinary shareholders and depo;itors did not have, you unloaded your 
stock, which at that time had no value whatever.-A. No, that is a wholly wrong 
inff'renee. 

Q. Did the stock at that time have any value?-A. I am not prepared to 
say. I thought it had a value. 
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Q. But your stutement~ in evidence before the Commi;:sion, even this 
morning, showed that you then realized the utter lo~:; thut the bank was in, such 
a bad po::3ition that you suggested a merger.-A. I don't think I made that 
suggl0 -,tion. The only suggestion there wa-,, waR in my letter to Mr. Haney of 
April the 8th, 1916. That letter was referred to ye-,tcrday by both Mr. McLaugh
lin and I think by Mr. Lee. 

Q. If you had :--uch great faith in the Home Bank, as to its future and as 
to its continuance in business, why did you sell your stock?-A. Becau,-;e I 
needed the money. 

Q. Was that the first time that you felt you needed the money?-A. Well, 
I needed it then anyway. 

(l. But when you needed monry at other time,-;, you borrowed from the 
Home Bank?-A. Ye,-;, and I Lelicve I was owing the Home Bank some money 
at thi,: time. Probably I did not want to borrow any more. I do not recall the 
partieuLm,. 

~- What I wish to make plain i» thi,-, that you did not tell the perRon::; to 
whom you Rold that :,.tock, the fin1mcial po.,ition of the Honw Bank of Canada.
A. X0, I thought the position of the Home Bank wac; all right at that time, 
and I sold my Rtock and I don't know who bought the sto1k 

Q. \Yhat reaRon had you to think tlw Home Bank of Canadu wa-, all right 
at that time?-A. •Bccau-,e I had confidence in the management of the Bank at 
that tim1\, and I thought itR po,:ition was improved. 

Q. With thr1•P tim(', the amount of its capital out on force loan~, as sug
ge"ted in that letter of Mr. Lash, the capital of the bank gone, its re~erws im
paired, the value" of everytliing decreasing, no market for the ,:tork, the f:tock 
down to 75 and in one instance to 60, you tlwn at that minute unloaded your 
f:toek on the public with that knowledge'?-A. I ,:old my shares :-:ome time in 
the summer or autumn of 1918, according to Il}Y recollection. 

Q. Did you tell the persons· to whom you sold your stock the position of 
the Home Bank?-A. I think I have already _told you three times, Mr. Lee, 
that I don't know to whom the stork wus sold. 

Q. Now in 1913, on your suggestion that you thought the capital stock 
of the Home Bank should be increased, do you remember Rutting through a 
bylaw inrreasing · the capital stock of the bank to $5,000,000?-A. At what 
meeting was that put through? 

Mr. SYMINGTON: You mean $500,000, don't you, Mr. Reid? 
Mr. REID: Xo, I ddn't; I mean $5,000,000. In the annual report of May 

31st. 1913, there is a bylaw moved by M. J. Hanry, bylaw No. 10, providing 
for the increase of the capital stock to 85,000,000.-A. That is passed by the 
:-:harf:'110lde'rs. 

Q. That is passed by the shareholders, and the report of the Dired.ors goe,; 
out to the public sanctioning and approving everything. That wa."- done, and 
I wish you would not try to hedge, Mr. Crerar. This is the printed annual 
statement sPnt through the mail with the rnnction and approval of the Directors 
of the bank and in that there is an authorization of an increa.,;e of the c::tpital 
stock ,to $5,000,000, which you sanctioned and approved; you don't deny that 
surely?-A. I wish to make one observation, Mr. Reid, that I am not 4edging; 
and in the second place, I was not present at this meeting. 

Q. Did you know that the capital stock had been increaied to $5,000,000? 
A. I presumed I learned it when I read the report afterwards. 

Q. In 1913?-A. When the report came out. 
Q. And in the annual report for the year 1915 the capital stork is Rhown 

on the front page and on two or three other page:i, as: "Capital authorized 
$5,000,000. Capital stJ.bcicribed $2,000,000." Now did you know as a fact 
that the authorization to increase the rapital stock to $5,000,000 had never 
been granted or approved by the Department of Finance?~A. No. 



' 

HOM/!; BANK OF CANADA 489 

Q. You know of rourse that any incre:u;e of capital sttjck of a bank has to 
be authorized and. approved by the Department of Finanr¢?-A. No, I cannot 
say that I was uware of that. 

Q. Do you mean to tell me that being a Minister of the Crown at one time, 
you have no knowledge of the fact that to increase the capital Rtock of a bank 
you muRt ]v:i,ve a certificate of approval from the Department?-A. No, a Min
isU:'r of the Crown is not expected to know the details of all the laws that may 
be pa~sed. 

~- I am not speaking of all the laws that mn,y be pa:;::;ed, this is a law that 
ha~ been in force for years. You say you had no knowledge of that?-A. No, 
I ha'd not. 

Q. And down to the year 1923 a false and I say fraudulent statement ha;; 
gone out to the public that this bank had an authorized capital of $5,000,000 
whPn it never had any such authorized capital ?-A. I cannot say a-, to that. 

Q. The tendency of that would be to induce the public to buy shares in the 
HomP Bank of Canada ?-A. I cannot pass an opinion on that either. 

Q. But if they did buy shares in the Home Bank of Canada under those 
conditions and it foiled, you can 

1
see what the logical or legal result would be. 

Mr. SYMINGTON: Can you? 
:\Ir. LAFLL'1JR: Well, I cannot. 

A. I am not a lawyer, Mr. Reid, and I must admit that I cannot. 
Mr. REID: So in 1913 and in 1918 when you re:::igned, these statements were 

going to the public, an unauthorized issue of the capital stoc\{ printed on the 
literature inducing the public to buy stock in the bank, illegally. 

Mr. LAFLEUR: We have not any evidence that that statement was un
aut!.orized. The learned Counsel says so. The witness does not know and I 
do not know. 

His LORDSHIP: That is as far as it has gone . 
. Mr. LAFLEUR: We have no evidence of that and I am instructed that there 

was never a share sold over, and above the two millions. 
His LORDSHIP: This is the first time it has been raised. 
Mr. LAFLEUR: It does not seem to me that we are getting anywhere with 

that, and I do not know as a fact that the issue of $5,000,000 was not properly 
authorized. I do not know at all. We have no evidence oh that point in the 
case, and it is not bf asking the witne::,s who does not know that we are going 
to lay the foundation for the observations that have been supet-added. 

Mr. RE:iD: But what I say is that being a Director of the bank it was his 
duty to know. 

Mr. SYMINGTuN: Re was not a Director then. / 
Mr. LAFLEUR: And if he does not know. 
Mr. :Ri:;rb: I am accepting that. 
Mr. LAFLEuR: That fact is not proved yet, and there ought to be no com

ment made upon statements of fact which up to this time are not proved. I 
am not prPpared to allow comments of that kind to be made. I do not think 
it is fair. 

Mr. REID: Well, at any rate, Mr. Crerar, you did at no time take the 
.shareholders or depositors into your confidence in regard to the financial posi
tion of the Home Bank of Canada?-A. No, and the reason for that of course 
I think was obvious. The poi,ition of the bank was a matter of very much 
concern to the Western Directors when we discovered the condition of affairs 
in 1914, and to the best of our judgment our whole effort and attention wa!' 
.given tb saving the shareholders and the depositors. Now if rui soon as we 
had discovered the condition of affairs, we had gone out and given an inter-
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~icw to the newspaper,- that we found a rotten ;;:tate of affairs in the Home 
Bank and there was a lot of money locked up, what would have happened'? 

Q. I am not suggr-"ting that at all. You ·know very well what I am sug
,gesting. and what other banks have done. I am not going to argue it or get 
&~agrerable about it. What I am suggesting to you is that you could have 
taken the shareholders into your confidence, without any publicity whatever, 
as t-0 the rondition of the Home Bank and have had arrangements made by 
whirh the bank rould have been taken over.-A. I don't think that could havP 
1been done. 

Q. You don't think so?-A. No, I don't. 
Q. I thought you would :::ay that. Are you aware of the fact that in 1922 

the t-itandard Bank of Canada had an outside audit of their securities and had 
.all their ;;:ernrities revalued and the management came before the &hareholders' 
.meeting in Toronto and ma<.le a frank ;;:btement to them that they had to t 
write off $4,000,000 of losses?-A. This is the first time I have heard of it. 

Q. It was published in the pre~,: all over Canflda.-A. I did not see it. 
l[. And the bank is in a pro;;:perous condition today?-A. I was aware 

that the Standard Bank had written down their statement but I was not aware 
pf the particulars you give now. 

Mr. LAFLBrn: I am in::;tructed that there was no outside audit made at all. 
I am informed that it was an audit made by the bank's own auditor. It waf. 
an in,ide audit. That is my information. I do not think it is fair for the 
learned Coun:-rl to a.~c;ume as fact:; :'tatcments which he has not proved, and 
Jimt them to the wit.nP,~s apd a:,k him to corroborate them. It is not fair to 
,the Court nor to the witnese. 

His LoRDS,HIP: It is difficult to re:"train Counsel from the manner in which 
:he puts his question, of course. 

Mr. LAFLErn: He assumes so many facts for which we have no evidence 
;as yet. 

Hrs LORDSHIP: The witness has denied it anyway. 
Mr. RErn: And the rea;;:on that you gave to the shareholders of the Home 

Bank, and to the public, for rc<:igning as a Director was the fact that you dicl 
;not think it consi:otent, as a Minister of the Crown, to be a Director of the 
,bank?-A. Yes, sir. -

Q. You really honestly and sinrerdy believed that to be the proper posi
tion for a Minister of the Crown to take?-A. I did, sir. 

Q. I suppose you were aware at the time you made that statement that 
other :'.\linistcrs of the Crown were Direetors of large banks in Canada? 

His LORDfc;HIP: The quc-;tion is not whether you were, but were you aware? 
-A. I rannot recall that I wa:--, I don't think I was. 

Mr. RErn: The reason that you gave for resigning as a Directo11 was not 
,an exru,;e merely to gt>t from undn the Home Bank but a really sificere and , 
ponest reason?-A. The rea,:on I gave for my resignation as a Director? 

Q. Yes.-A. Yes, sir. 
Q. But you can give us no rearnn why you !"'old your stock when 'you were 

1fully acquainted with the ruinous finantial condition, of the bank except that 
you needed the money?-A. I needed the money. 

Mr. SYMINGTON: That is not a fair question. 
Ylr. LAFLEUR: The witness has said that, at that time, he did not believe 

the bank to be in a dangerous position. 
His LORDSHIP: Do you want to ask any further questions, Mr. Lafleur? 
Mr. LAFLEl'R: I have only one question to a:--k, unle:-s your lordship wi::,hes 

to a "k him a quf"'ltion. 

, 
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H;~ LORDSHIP: Oh, no, I do not want to. 

Re-examined by Mr. Lafleur: 
Q. l\Ir. Crcrar,_you were referring to some corre-:pondence you had with 

Mr. H:mr.y in the :;pring of 1916, in the -couf;'e o: which he is suggesting that the 
t<har~ of the Home Bank should be supportrrl by a pool that he was desirous 
of arranging for. Was that about the time that you stated the Directors had 
<'onsidercd the reduction of the rest of the bank?-A. The rest had hem reduced 
in 1915. 

Q. Already in 1915, at that time it had been reduced by $266,000?-A. In 
1915. 

Q. Bringing it to a total of $300,000?-A. $400,000. 
Q. $400,000 I mr:m. Then in the spring of 1916 did not thr Directors again 

<li::-1·u~,; the advisability of reducing the rest by $100,000?-A. I think that waci 
done at the meeting in May. ' 

Q. But it harl bern the subject of di:"cu:-~ion before May?-A. I cannot reraP 
that it had, ::\Ir. Lafleur. 

Q. What would be the effect of a reduction of the re,at on the market value 
of the :-tock? 

::\Ir L:-:E: I suppose that is only hi:=- opinion. 
"\ Ir. LAFLEl'R: Y .PS. I 

W1TNES~: Ordinarily, it would have the effect of redming the value of the 
:-tock. 

Q. I am just trying to see whether there was any ,connection bctwePn this 
dc>,;ire of Mr. Haney to support the r-t0ck and the rrduction of the rN't whieh 
lud taken place in 1915, and the intention of the Directors about the time of 
his corre::ipondence to make a further reduction on the rest account?-A. Oh, I 
cannot say as to that. 

Q. I thought perhaps there might be some eonnection.-A. I han no re-
coJlcction. 1 

Q. Mr. Ha"ncy did not make any 6bservation to that effect in any corre5-
pondrnce or conversation with you?-A. No, sir. 

Q. There was a- prospc<'t of the removal of ::vlr. Mason at that time, was 
there not, 1916 ?- A. Of General Mason? 

Q. Yes.-A. Y cs, that had been under consideration for a yc>.1r and was 
cfftcted in August, I think, following. 

Q. His leaving the bank, \vould that have had any effect upon the stock?
A. It might have. He had bcrn associated with it for a very long time. 

Q. I am ju:st trying to think what was the reason of Mr. Haney's de:;irc to 
support that stock at that time?-A. I do not know, Mr. Lafleur, beyond what 
I have said. 

Mr. LEE: I think the documents speak for themselve'3. 
Mr. li.AFLEUR: No, the corrcspondenc,e docs not explain the reason for the 

desire of ~fr. Haney to support the stock, and I am trying Ito see if there is any 
reason that Mr. Crerar knows of. 

Q. You do not know of any?-A. No, I know of none. 
Mr. LAFLEUR: I think that is all, thank you. , 
His LORDSHIP: I think .that will do, Mr. Crerar. 
WrTN1"ciS: I thank you, my lord. 
GEORGE EDw ARDS, sworn. 

Examined by Mr. Symington: 
Q. Mr. Edwards, what is your oceupation ?-A. I am a chartered accountant. 
Q. And you have conducted an inv5stigation into the affairs of the Home 

Bank?-A. Yes .. 



492 ROYAL COMJIIBSIOS 

Q. You have had expPrieitCe conducting invt',:tigation,: in other banks too, 

I understand?-A. In one other bank previouf'ly. 
Q. Now, have you taken up, fir'-t, the origin o( the Ho~e Bank?-A. Yes. 

Q. Will you tell th€ CommiFsion, as shortly a-; you can, the oriirjn of the 

Home Bank of Canada ?-A. The Home Bank was incorporated in 1903 for the 

;iurpo,;e of taking over the banking position of the Home Savings and Loan 

Company, a company that had been authorized to lend on mortgage securities 

but whieh largely conducted 1t;;. bu,,ine~-- on collateral of a :oort which a bank 

w,mld take, and had a large blcH'k of deposits, and it had bePn con-:idPred 

advisable tha_t they should have a bank d1:1rter t-0 overcome rnme difficulties 

that had presented themselves in connn·tion with the conduct of the S:wings aurl 

Lu:in Company. I 

Q. Tlwn the Home 8irving", I undcr~bnd had Fome connection with the 

Toronto Kuvings Company?-A. The Toronto Savinirs Bank was tl'ie original 

name of the Home Savinirs and Loan. 
Q. And that was esbbfo,hed in 1854?-A. 1854. 
Q. Anrl proceeded in its operation until 1905?-A. Under one name or the 

other. . 
Q. Then the Toronto Savings Bank w3.;3 an institution, I under,.:tand, to 

which one of the Bishops, the head of the Roman Catholic Diocese, had been in 

the habit of trusting funds to for safe-keeping?-A. Y(-s. 
Q. And out of that grPw the bu;:;ines-:; which developPd into the Home 

Savings?-A. The Toronto Savings Bank. 
Q. The Toronto Saving,; Bank, and from that into the Home?-A. Yes. 

Q. And from the Home Savings into the Home Bank?--A. Yes. 

Q. Now, the Home Bank made an application for the charter of the 

Hume Bank?-A. Yes. ~ 

Q. That was made when ?-A. In 1903, at least it was granted in 1903. 

Q. And_ the certificate of the Treasury Department was i::,sued wlien?-A. 

In the latt<'r part of June, 1904. 
Q. 1904 or 1905?-A. Pardon me, 1905. 
Q. And the bank opened for bu,:iness when?-A. On the 1st of January, 

1906. • 
Q. Were the Directors of that bank the same as the Directors of the 

old Gumpany?-A. Substantially. 
Q. Have you gone into the question of what was paid to the Home Savings 

in the taking over by the Home Bank?-A. 1 rave. 
q. What was paid to the Home Savine;c, i::hareholders by the Home Bank? 

-A. There was an agreement whereby the share::! held by the shareholders of 

the Home Savings and Loan were exchangf'd for i;hares of the Home Bank. 

The shareholders of the Home Savings and Loan Company entered into an 

agreement for converting their share,; into Home Bank shares. 

Q. That is the Home Sn.ving,; shareholclers sold the assets to the Home 

Bank in comiidcration of shares in the Home Bank being issued to1 them, I 

understand, at a price of $133.33?-A. That is ri1.?;ht. 
Q. There were twenty thournnd Home Savings i::hares?-A. Yes. 

Q. On, which ten per cent had been paid?-A. That is correct. 

Q. Or, in other ,vords, 8200,000?-A. Yes. , 
Q. And the Home Savings had a r<~serve repre~ented by cash of $200,-

000?-A. Ye,:. 
Q. Makin~ a,:scts of $400,000?-A. That i,: right. 
Q. And they rP<'eived 3,000 shares of Home Bank i;tock at 133 1/3, making 

the $400,000?-A. Yes, that is correct. 
Q. What was the position of the bank then at the commencement of 

business in 1906, was it a solvent, properly' constituted organization?-A. The 
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position of the bank at the commencement of the busines" was that they had 
thrn,e 3,000 shares already referred to, and also other shares that had been 
sub,;cribed to the stork of, the bank, in accordance with the requirements of 
the Statute. When the bank opened for business they had a subscription 
well in excess of the 5,000 shareo; required by the Act. 

Q. And their financial position at that time, Mr. Edwards?-A. Their 
financial position at that time was sound, so far as an examination of the 
transactions that entered int-0 it at the time would show. 

Q. You have made an examination, you told me, of the assets consisting 
of ca-,h, bonds, and debenture loans, and mortgages, etc., amounting to $3,789,-
000 odd?-A. Yes. " 

Q. And their liabilities were, including depo;;it~, $3,389,000?-A. That 
would be the situation arising out of the old Home Savings. In addition t-0 
that they had these further shares subscribed. 

Q. Can you, aR an expPrt who has investigated, say that when it started 
the Home Bank wm; sound?-A. Yes. 

Q. Have you copies of the Annual Reports of the Yarious years, Mr. 
Edwardb?-A. I have a set of Annual Reports, printed, here. 

Nfr. Lr:E: I think they were proved at Toronto. 
Mr. SYMIXGTON: Oh, well, if there was a set prowd at Toront-0 it is all 

right. 
Mr. BROWNING: They were not actually exhibits. 
The St:CRETARY: They are not marked as exhibits. 
Mr. SYMINGTON: Have you one yourself, or are you willing to have them 

marl~cd, Mr. Edwards?- -A. That is all right. 
Q. You produce, and we will have them marked a'l Exhibit 169, the Annual 

Statements ii-sued to the shareholders of the Home Bank from 1906 to 1923, 
inclusive.-A. Yes. 

EXIDBIT No. 169. 

Filed by Mr. Symington, May 6, 1924. 
Annual Reports, Home Bank of Canada, 1906 to 1923, inclusive. 

Q. Now, referring t-0 Exhibit 169, the first stock change·, Mr. Fdwards, 
seem-, to have been the placing of $500,000 new stock on the market in 1908? 
-A. You have the reports. 

Q. I have that memo from your report.-A. Yes. For the year ending May 
31st there i1; $500,000 new st-Ock. 

Q. That is the first st-Ock change since the inception of the bank ?-A. Yes. 
Q. Runnin,g hastily over your memo with respect to these annual meetings, 

Mr. EJwards, 1907, branche'l were opened in Winnipeg and Fernie, and in three 
places in,, Ontario ?-A~ Yes. 1 

Q. And the same Board were re-electted?-A. Yes. 
Q. In 1908 the $500,000 new stock that we have just mentioned was author

ized to-be issued?-A. Yes. 
Q. l\Ie'lsrs. Persse and Kennedy of Winnipeg were elected to the Board, and 

Mr. Haney dropped out?-A. That is correct. 
Q. Then 1909, three new branches in the West, and no c\hange in the Direc

torate?-A. Correct. 
Q. Mr. Reid has just handed me, Mr. Edwards, some report he has as to 

the meeting in 1907, in which he calls attention to By-law No. 9 increasing the 
capital stock of the bank from one million to two million dollars. Have you a 
record of that ?-A;. Yes, that is so. I have not got it here. 
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. Q. That i-,, it was an increase of the authorized capit.al of the barrk?-A. 

The aut.horized capital. 
Q. Then in 1910, the note I have from your report, four new branche:; in 

the \Ve.:<t, and ::\Ir. Crerar replaced Colonel Davidson?-A. Yes. 
Q. In 1911, Moo~e Jaw branch was opened, and three Ontario branches, 

and the Direl't.ors w.ere all re-elec-ted ?-A. Yes. 
Q. 1912, branch opened at Weyburn, and that Mr. Kennrdy of the Grain 

Growrrs' Grain Company t.old tlll'm that C1ey had bought the thousand ~hares 

of .::tock ?-A. Yes. 
Q. 1913, a by-law was pa.;;,-;pd increasing the capital st.ock another $500,000, 

that is, the authorized capital ?-A. Ye-,. 
Q. And Mr. O'Keefe and Mr. Murray resigned from the Board and were 

reptm,d by Mr. Mc:Xaught and Mr. Martlonell?-A. That is right. 

Q. AnJ General M:i'ion became Pn ident?-A. Yes. 
<J. In plat:e of ::\Ir. O'Keefe?-A. Ye,;. , 

Q. Tlien in 1914 the ::;ame Board wa• re-elerted?-A. Yr'i. 
Q. ThPD in 1915, a branch was oprned at Cal~ary, and a re-valuation of the 

a~..,et:-i is r'ecite111 and the rec-t acrount reduced to 5400,000?-A. Yes. 

Q. Th i-ame Board of Dircrtol's "a,, rr-elected ?-A. Yes. 
Q. In 1916, a branrh was opPned at Tantallon, Sa;:;katchewan, and the 

n,t account wa::; reduced another $100,000 tu $300,000?-A. Yes. 
Q. And Mr. Mc~aught and Mr. Goodcrham dis:1ppearcd from the Board, 

their placn beinu; taken by Mr. Barnard and ~Ir. Haney ?-A. Yes. 1 did not 

intend to ,:ay that tlwy had disappeared on l'.Lty 31i::t of that ye~t, but during 

t.Lc year. 
Q. I ti1ink the evidence is now in that it w,t,; in December, 1915, or there

abouts?-A. Y E;:3, during the year. 
Q. The'le are the Annual Report" to the shareholders that we are now di::;

cu~.::ing?-A. Yes. 
Q. 1917, a branch was opened at Gabri, Sa;:;kakhewan, and Bat~rum, and 

~fr. Gough and Mr. J. Ambro:-ie O'Brien came on the Board?-A. Yeti. 

Q. Mr. Hanry was Prer,ident and Mr. Gough Vice-Prcsident?-A. That i::; 

right. 
Q. And Mr. Prrsse and Mr. Flynn are off the Board ?-A. Y cs. 
Q. Then in 1918, Mr. Crerar went !1ff and Mr. S. Casey Wood came on?-A. 

Yei:,. 
Q. The :,;:ame officer,:; were elected in 1919. Genrral Ma:son had died, and 

Mr. Kennedy retired ?-A. Ye-,. 
Q. And their places were taken by Colonel Smith and F. J.B. RuFsill?-A. 

Ye~. 
Q. Thrc,~ branches were opened tL1t year, two in Manitoba and one in 

Sa,;krfrlwwan?-A. Yr:-. 
~- In 1920, new branches were opeaed at three points in Manitoba, two 

in Sa,:;katd1ewan, and some places in the ea::;t which do not r:ieem to be men

tioned in the memo I have?-A. Yes. 
Q. Mr. Haney resigned and Mr. Cooper 1fason came on the Board in his 

place, and Mr. Daly became President?-A. Yes. 
Q. And in 1921, Mr. O'Brien resigned, and .. Mr. P. A. ::\Iitchell came on?

A. Yes. 
Q. And in 1922 Senator Ma,cdonell re:;igned, and J. F. M. Stewart was 

elected?-A. Yes. 
Q. And in 1923 the same Board was re-elected ?-A. Y eR. 
~- :Now, thpse shortly, from your investigations, give the history of the 

change,,; shown in the Annual Reports to the shareholders ?-A. Y c;:;. 

Q. I notiec that no reference was made there to the difference in dividends 

paid, but you have a statement in that respect?-A. I have a statement that 

gives that information. 
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Q. Now, have you prepan'd a :-Lth•ment 1::howing the growth of tlw bank 
be~ween 1906 and 1923, Mr. Edward:,:'?-A. Yes. 

Q. Have you a copy of it to put in, or will we read it in?-A. I ran have 
a copy made. 

Q. Well, it will be printed anyway. You mip;ht po:::sibly read it in, Mr. 
Edwards, comrpenring with the year 1906.-A. I might say, in the first plare, 
trat in the earlier years each year is not mentioned, for in~tance, I run from 
1906. 1908, 1910, 1912, and 1915, but after that each year i,-: shom1. 

Q. Well, instead of rrading it we will give it to the reporter, anrl I will 
ju,,t go over a few of the headings with you. You have a heading sho""ing the 
C'apital paid up,. in the ;;tatement?-A. In January, 1906. 

EXHIBIT No. 170. 

Filed by Mr. Symington, May 6, 1924. 
Statement showing growth of hank between 1906 and 1923. 

I,X:HIBJT 170- TAKEN FRO~I RETL'RN:-; TO GOVERNME"-'T 

Year 

J.in. 11, 1~06 . 
DP(' .• 1. 1~06 

" .H, 14Uq .. 
:11, L,10 

" <1. l'.,U 
'' .H, 1! Hi 
" '-1, 1· 16 . 
" H, 1:•17 

11, l I~ 
'1 1 lJ 
1'. 1 20 

ll. 1 ·•1 
" ll. I . ' 

.Tun, 10, 1~2:1 

-

I 
I 

-

C'wital 
l'aid C'p 

$ I 
.576 r,~o-
'i~l. 7'-• 
y~,1.03::, 

1, li!l. 20'l, 
C~"~. ,.1; 
1, (11 ), 71 
1,946, 6~ 
1,947, 3h.: 
l, 1'17, ti~·! 
],f!'q,\JGi1 
1 .L50,Jf1. 
:,',?,'l,q'.·'. 

1,~·~0,~~~: 
1, ,.t,Q,,,~\I 

Reserve Deposits 

s $ 

,ii 3,46Ci,0~.5 
175,00!i 4, 2~Ci. 536 
207, 10.; 5,4.51, 1,~ 
~75, 00" 7,701,-ln 
450,000 9,463,!)115 
400,00C 10. l~J.~72 
100, oor. 10,r•~,.~~4 
~LO, OOc 12,,,·'1,6:'l 
Joo, ooc 14,Uhi,422 
400,00C 16 440,0'I 
1;uo.ouc 1~.(il',(1,,i 
no o~: 1~_,;q1, n;, 
5,j(), 00,' 11. n,,4n 
"550, uo-· 1!1, ! 15, 'j,),j 

Te,tul To•a] 
Lit,bilities A:.:.;;:.rt.s 

I 
I 

$ $ I 

I 
3,521, 631i 4,:Jt3, 121 
4,7il, 160 5,,x'l,36~' 
6,4-12. r30 7,711 7, · 1 
9, ~]!\, 572 10.~ 7,311 

11, L7, 006 11,087,5~, 1 

1 ~,f '1-1. ilQi 1(,, 196, 2h.' 
Jq,7~0 ,r,:i 21, U~0.1v, 
20, \J'.ll, 3J4 23, ,u'J, Jq4' 
2,5,842, ":i; ~". 270. 7(H,, 
2-'i, 107 ').:. ~; '.'7,742/l(i( 
2.;, .).,2,, .... ·~ '.'~, 1:· I 104 
25, i'l ?:)' 2q.~.r; 49~ 
21, i!S') .")~ 21_:-~o ,ICii 
2·!,.~11 1)1.~ 27, !~ I, ;o; 

~ -
I Rall• of 

Last 
Dividend 
1 ,,clared 

X1t 
I.! 
I'.' t) 

r,•·} 
7<" 
.5' ,, ,. 
.~' 

' 7'"'· 
i' 
i 
7' 

Q. In January, 1906·, it :,hows that they had a paid-up capttal of $576,690? 
-A. Yes. 

Q. And that increased, I think, every year?-A. Yes. 
\ Q. l'ntil in 1923, you had a p:tid-up eapital of $1,960,591 ?-A. That is 

eorrert. 
Q. And the 1-tatcment which you hand in shows the increases in every 

setond y<>ar up to 1915, and then every year thereaftcr?-A. Ye~. 
Q. Then you also show a re<,erve fund, and the history of the rc:-rrve f.und 

started at nothing in 1906, and built up p:radually to 1912 when it rPached 
5450,000?-A. Yes. 

Q. It was reduced in 1915 to $400,000?-A. In the interval, between 1912 
and 1915, it went up to $666,000. · 

Q. Oh, yes, that is quite true, it went up until, in 1914, it reaehed $666,000? 
-A. Yes. 

Yes. 

Q. And was reduced in 1915 to $400,000?-A. Yes. 
Q. Reduced in 1916 to $300,000?-A. Yes. 
Q. Remaining at that until 1919, when it was increased to $400,000?-A. 

Q. Increased 'to $500,000 in 1920?-A. Yes. 
78723-3 
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Q. And increw,ed to $550,000 in 1921, and there continued until tl1l l'lm,r? 
-A. Ye,;. 

Q. Then you h:.tve a rulumn showing the drposits of the bunk comnwnl'ing 
with $3,466,025 in 1906 ?-A. Yes. 

Q. And those depo;;iH inrrrased gradually until they reached the ::ium of 
$19,295,735 in 1923?-A. Yes. 1 

Q. And there was an increa:.::e throughout every ye.1r, exf'rpt that there 
\nit- a decrease in 1922 below what they were in 1921 ?-A. And ~ligi1tly in 1921 
below 1920. 

Q. Quite so, $100,000 decrease from 1920 to 1921, roughly speuking?-A. 
Yr-. 

Q. And, roughly speal-ing, a million dollar, dPr-rease betwrrn 1921 and 
1922?-A. Ye,-.. 

Q. In 1916 thrre wa,- trn million dollarn odd?-A. Yes. 
ti. And in 1918 $14,988,000'?-A. Y""· 
(J. Tl.l'n you have a :'tateml·nt :-bowing thr liabiliti<•..; of the b:rnk thruuirh

out this ,·our:ac of year,-, commeming in 1906 wit:1 ~3,521,000'?-A. Tl:c,c liul>il;
tir", of LoUr"e, inl'lude the dcpo:::it--. 

Q. Quite t'O, and they inrn,asrd rontinuou,-ly until 1918, at which t:me 
they had reached ~25,842,000?-A. Ye,. 

Q. In 1919 there is a -;light <forn\t"r of ~ome 8700,000? --A. Ye-:. 
Q. And it innea-51::J up to 1921, when th•re wrre .,25,751,000?-A. Ye;,. 
Q. And that dropped in 1922 to $21,800,000?-A. Yr,. 
Q. And again inrrea,ed in- 1923 to :t-24,889,000?--A. Yr,-. 
Q. T:1e liabilities then of th bank in the two yrars rdcrrer! to, 1916, were 

~l~,700,000, and in 1918 wne $25,842,000?-A. Ye:". 
Q. You tl,f'n have a rnlumn rerprring to the a~srts of the b:~nk whir•~1, in 

HJOf,, were M.313,000?-A. Ye,. · 
Q. Arni tl•o,t> rnntinurd to incre:t..;l' throug,bmt till 1918 they WC"l' $28,270,-

000?-A. Ye". f 
<i. Tl,<·re w 1-; a drop in 1919 to $27,700,000'?-A. Ye:'. 
Q. Tlwn there wa,.i an in('r<''.t:-<' tl1r,,ugh the next two year,, to 528,000,000 

ocld?-A. Ye0 • 

Q. A drop in 1922 to $24,000,000?--A. Yes. 
Q. And an incn~a~e in 1923 tu $27,000,0QO?-A. Yrs. 
Q. Now, rn that we may get it rlrar, thesr figure:-: are figurP::1 taken from 

th<· rrport 0 to the ,-:harrholderi> ?-A. Yes. 
Q. And this also shows finally the rate of dividends drclare1 tlirnu~hout 

the:--r vcars?-A. Yl"l. 
rf Thrrc was no diYidrnd in 1906?-A. Ti:,t 'Wa,- the fir:--t fractional period. 
<~. Then 6 per rent wus paicl up to 1910?-A. Ye~. 
Q. What about 1911, Mr. bdwards?-A. 1911, 6 per rent. 
ti. Then that was rai:-:ed in 1912 to 7 per ('rnt?-A. Yee:. 
Q. And did t-Lry ('ontinue at. 7 per crnt until 1914, or 1915, rathrr?-A. In 

1913 it was 7 per cent; in 1914.it was 7 per rent; in 1915 it was 5 per rent. 
Q. It was rerluced then in 1915 to 5 prr rrmt. and .continued at 5 per eent 

until 1919 when it was incre'.l:-rd to 6 per rent?-A. Ye;a. 
Q. And, in 1920, ~t was increased to 7 per crnt, hnd tlhat eonrtinued up until 

the time of the clo;ar?-A. Ye><. 
Q. Looking at that :--htrmrnt, Mr. Edwards, is then' any signifiranrr in the> 

inrreaSf' of lia:bilitics between 1915 ancl 1916? Although there wa;; a derrea;ae 
in deposits is there any .sprcial signifirance in that ?-A. Yes. During 1916 
they borrowed /heavily under the Finance Act. 

Q. Borrowed heavily, that would be the answer to that, t11ey were borrow
ing heavily under the Finance Art. That brings us then to your next statement 
whidh would ,-how what the max;imum borrowing" un<ler the Finance AC't were? 
-A. Yes. 

' 
., 
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Q. This bank, on August 29, 1914, Lorrowed under the Finance Act $450,000? -A. 'Dhat is the highest amount at any time during that year. Q. In 1915, on November 30, they had $630,635?-A. YP::i. 
Q. The figures I am giving are the highe,t point in any yeur?-A. Ye::;. Q. December 26, 1916, $2,875,000?-A. Yei;. 
Q. And that is the increase that you rd erred to ?-A. That probably doc-; not entirely account for it. I r,annot tell you exactly. • 
Q. I just in pa~sing noticed it.-A. That is t 1ie main itPrn. 
Q. On December 31, 1917, 53,250,000?-A. Yes. 
Q. December 2, 1918, $6,520,000?-A. YPs. 
Q. November 19, 1919, 86,210,000?-A. YPs. 
Q. January 1, 1920, $3,445,000?-A. Yes. 
Q. Dec·ember 27, 1921, 52,500,000?-A. Yes. 
Q . .January 4, 1922, $2,769,000?-A. Ye~. 
Q. Then thPre i:,; a drop in 1923. Tlwir total borrowin12, were only $220,000?' -A. Yec1. 
Q. And in 1924-A. In January, 1924, that $220,000 was paid by the Liquidator . 
Q. Now, thes<' borrowing~ are usually in the foll, a,re they, Mr. Edwards, largely?-A. Yes. 
Q. Does that explain why, in 1923, they dropped?-A. No. I think in 1923 thc·y did not have the cla:-:-i of collateral upon ,,,hich they could borr6w. 
Q. That is, the drop in borrowings under the Finan<"e Act i" explained by the fact that they did not have the eJa..;~ of "ecurity whic-h waf" required under the Finance Act to borrow from the l\Iinist<>r?-A. Correct. 
Q. Now, Mr. Edward~, what are the fir,-t cvidenref' you found of the bank going wrong?-A. I not<' the Fro,-,t tr:m~.lction is probably Hie fir:3t 3eriou~ mistake made by the manag<'ment. 
Q. I notice before that, ExLibit 118-I do not know whctlwr it ha:,, bec,n called to your attention or not-Volume 3, pagl' 214, the airr<'c mcnt dated l\Iay 28, 1912. betwc,c'n the Pruc!en:i .. t! Trul"t, Company and th<' 'Home Bank. \Ya,; thd, bl'fore or aft.rr thl' Frost trnn-.::.ction ?-A. \\' t>ll, t)!e Fro:st transa<'tion nro-<' from prior circumstanre-.:, I t!1ink. 
Q. You have looked into the. circum,-,tances smrounJing the opening of that account ?-A. Yes. 
Q. W.ould you shortly, if you ran, give the Commission your ~iew of the history of the Fros,t acrount at C1c bP¢nning?-A. In 1906, that i>', the fir~t year of the bank's busine.~.s·, t.hey increasPd t'.1eir loans upon the ;;f'l urity of Chirn~o and Milwaukee bonds very heavily, and those advames amountc< 1 to about $550,000, and, with intere.;;it, ,-ome larp:er amount. 
In 1911, Frost made a propof':.tl to the bank tJhat if they would !Pm! him money upon British Columbia timber wl1ich he had, he would, out of ,urh advances, repay t.lw Chicago and Milwaukee loans, or, in other words, redeem the securities held by the bank for tlwir Chicago and Milwauk~ advances at 90. 
Q. In connection with tJhose bonds which he was to rPdeem at 90, in the meantime the Company· had gone into liquidation, had it not?-A. They had gone into the Receiver's hands. 
Q. And the market value of those bonds at tJhat time was what, do you know?--A. Oh, scarcely anything. 
Q. And, as a condition, apparently, of the bank ad-.;anring this money to Mr. Frost upon the security of the British Columbia timber, Mr. Frost agreed to take over tihese bonds whiC'h had been secured for this previous loan at 90? -A. Yes. 
Q. The market value of them being comparatively nil?-A. Yes. 

78723-3½ 
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His LORDSHIP: He took over the whole holding of the bank? 

Mr. SYMINGTON: Hr took over the holdings of the bank, of the Chicugo 
and Milw~mkee bond:,;. 

\VITNEss: T11c fir~t arrangement wa:; ti.at thry ,would take over a portion, 
and there was an agrrrment that if the bank made further adv an res ·upon i hat 
timbrr t,hny would take over the rrmaindPr in t.lw 1-ame way. 

Q. "\Vas it in 1911 then tlu1t tll{'y fint advanced the money on timber?-A. 
In 1911 thly fir~t arin,m:·d money on timber. 

Hi°' LORDSHIP: I wm-1l<l like to know, fur my own :;.atisfaction, what was the 
Yalue of tlw entire ho!ding;.-; of thn bank at tltat time when they made this second 
barg-1in, $500,000. 

:\Ir. -:.nIINGTON: If you will refer to your st :ifrment :'.\Ir. Edward::;, page 
105. 

WlTNE.,;:--: f,553,300. f 

Mr. 'DU l\'t,TV's: So 1 hat his lor.!:-hip lllftY understand, in 1910, the posi-
tirtn as you founrl it "a,- t Lat Fro:-t u,n:d the bank $553,000, t'.1e only .;n·urity 
being Chi<'ugo and Milwaukee bond,?-A. That was not Fro:-t',, transa1 tion, that • 
wa,- 0:--Lurne & .Franri-;'. 

Q. That w;i;, a loan of 0.;;borne & Francis, stol'k brokt•rs in Toronto?-A. 
Yes. 

(J. And th<' security they had were t.hu::;e Chirago. and Milwaukee bonch,?-. 
A. Yes. 

Q. WhPrc doe:; Frost come in then if it was a loan to Osborne & Franeis?-A. 
Fro:,-,t was the President of the Chir·ago & J\Iilwaukcc Road, and O,;borne and 
Fr.1nci,,; were both DirP<"tors of it, and at the ,3ame time Osborne and Franl'i-, ,,ere 
broken, in Toronto. 

Q. Were they out of the busine,-,- at that time, I mran were they in diffirul
ti1.-; ?-A. Xo. Their r•onnr• 1·tion with the Chicago & Milwaukee may have bl'(•n 
the causl, of the diffirnlti1°i-, I dvn't know anything al>µut that; they did get into 
r!iffieulti1•..; but ju;;t whl'n I do not know. 

t.i. Did the bank st..mrl to lo,-e this $550,000, or might they ha,·e n'r·uvf•rtxl 
'-'Ollll of it without thi-. Fro;;t transaction at all?-.\. Eventually ,-.ome of it 
mi•2;ht have bl Pn rel'owrrd. I havr t:>ince und1r,-.to0tl that Chicago & :\lilwaukee 
,1 <·uritir-, have become fairly rood, and have paid :,;ome dividend..;, that i,,, i11 
r, /'(•nt yraf'-1. , 

Q. Thrn in 1911 you have a furt)1rr :-:urn of Chieago & :Milwaukee bond,- of 
~211,0CO?-~A. That is the unabsnrbPd portion of the $553,000. In 1911 they, 
took up ~312,300 leaving a balamc of $241,000. 

Q. That is, in 1911 then by rea;;·,n of the ad,·ance to Frost upon his timhcr 
securities tLr·re was taken some !S300,000 of thrt-r bonds from thC' bank, and the 
bank rrreivrd the monry bal'k for thEm ?-A. In other words. thP bank advanced 
to Fro::at on timbPr $732,000, and out of the $732,000, $312,000 was l1anded back 
to the bank in redemption, I suppose, of Chicago & Milwaukee bonds. 

Q. And subsequently wa:,; that $241,000 balance of Chicago & Milwaukee 
sto<"k tak<'Il in the same way?.-A. That wa;, hken up the following year out of 
furthn advances on additional timber. 

Q. So that, in 1912, Frost owed the bank on the security of timber $1,108,693 
.but the bank had received back $790,000?-A. No, $553,000. 

Q. For thot:>e securitics?-A. Yes. 
Q. In other words the net rc~mlt was a new advance of $750,000? 

His LORDSHIP: They were to be taken at 90, $553,000 I understood waR 

foe mtire indebtedne"'"· 
Mr. SYMINGTo:,,: Was the $553,000 the amount at 90, or was that the fare 

value. 
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W1TNF1:-s: That was the amount at 90. The par value of the bonds was greater than that. 
His LORDSHIP: Then I did not quite get the full arn,wer to my question. Thrn they really owed the bank more than $553,000; they owed 10 per rent more than that ?-A. The bond:- would have a value of ten prr cent or in exrei::;; of that amount. The bank did not lend on Chicago & \Ii:waukrc bonds in tlw fir::-t instanre at their full prire, they would lend at somPthing less than the full price. 
Mr. SYMI~GTON: Let us undcrntand this. $353,300 was the full amount owing to the bank, for whieh t11ey had the::;e bond:o- U':i serurity irrespective of the face value of the bond,,- ?_A_ Quite. 
Q. And the bondi\ at 90 procluecd $553,300 which was all the bank had against them ?-A. YP-;. 

His LORDSHIP: We will takP recess till half pal:'t two. 
Adjourned at 1 p.m. until 2.30 p.m. on Tuesday, 6th l\fay, 1924. 

AFTERNOON SESSION 

OTTAW,\., OsT., Tuesday, 6th May, 1924. 
Procl'edings re'-umcd at 2.30 p.m. 
GEORGE EDWARDS Examined by Mr. SYMING'ro1': (Rr,-umed) 
Q. Mr. Edwards, in the eoursp, of yonr invc'itigation you directed some attention towards arriving approximately 'at the position of the bank in January, 1916?-A. I gave some attention to that. 
Q. And you found that in 1916 certain losses, or rertain conditions had ari~en indicating losses or po;::sible losses at that timP, and you directed tour attention to that ?-A. I did. Of course it is very difficult to divest one's mind of subflequrnt events in viewing the matter. 
Q. That is, your evidence ac; you give it with rf',;pett to the position of certain a<·counts and certain lo:::<.e;:: which you N;timate in connection with those acrnunt,c: must of neeel:'sity be• tingrd to a certain Pxtent by your knowkdg<· of what has subbequent ly happened ?-A. That is what I mean. Q. And you desire to prote\'t your;,elf in your -;tatements by saying frankly that they are to some extent in the light of after arquired knovdedge?-A. To :-nme extPnt. 1 

Q. Taking then what you ~tatc will be largely an rstimate of n·rtain los,-t:-; which had occurred or were likPly to ocrur at that time, I find your firbt one is La Banque Internationale for Home Bank sharrr:, :$400,000. Will you explain to the Commi:ision what you intrnd to indicate by that e-;timated lo:-s? -A. Negotiations for the pun·ha<-P of La Banque Internat:onale wue originally undertaken on the 9asi'i of an exrhange of stork. 
Q. That is the Home Bank was t.o take over La Banque Internationale and give Hom<' Bank stock for Banque Internationale stock?-A. Home Bank shares, Yes. It appears by corre!'pondence anrl documents which I have sPen in the Bank's head office that at a certain point in those negotiations it became evident that if that plan were adhered to the Internationale group would be • in the pof::ition of controlling the Home Bank. 
Q. That is the ::-tockhold<'rs of La Banque Internationale would have ousted the stockholders of the Home Bank as controllers of that institution?-A. Of the Home Bank. 
Q. Because they were taking over more ai:'~ets than they themselves had? -A. Yes; therefore the plan was <·alled off for the time being and a certain amount of La Banque Internationale shares were purcha-,ed for cash in order that that result should not follow. 
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Q. In other words, before there was an exrhange of stock those in control 
of the Home Bank a<·quired from shareholders of the Banque Internationale 
enouih stock that when the exchange took plare the majority of the stork 
would not be in the hands of/the prC'vious holders of La Banque Internationale? 
-A. T:iat i::5 right. 

Q. Will you explain how that ,,·us ar<'omplished ?-A. That was the ta«k 
w11irh was given to Mr. Barnard, to arquire those :;,hare,,; ~nd he :,.rquired 
2,622 ::,hare-:, or what would be the Internationale equivalrnt of 2,622 Home 
Bank share:::. That is to say l\fr. Barnard acquired sufficient ,:;hares of La 
Banque Internationale to entitle him to recene in exchange 2,622 of Home 
Bank :;,tork, and the money to carry throup:h t,hat operation was advanced liy 
La Banque Internationale to Mr. Barnard. 

Q. La Banque Internationale advanced to C. A. Barnard enouih money to 
buy cnouirh shares of it, own stock to result in his getting 2,622 share,; of 
Home Bank stock when the exchange took place?-A. Yes. 

Q. For that purpo,,e they lent him ~-100,000?-A. Well, that is approxi
m..ite. 

Q. And the pun·hu~e of that amount kept the control in Barnard plus the 
,old Horne Rrnk holder;;?-A. YPs•, and by that operation Mr. Barnard brcame 
indebted to the Banque Internationale for this amount and when the Home 
.Ban'.~ took over the .tc,,•t;:; of ruur:::e that money was owing to the Honll' 
B.,nk. 

~- Ti1 c remit of that trnn,-.ad.ion wa,- t:rnt ]\fr. Barnard owed La Banqul' 
Intnnationale apprt,xirm,tl-ly ~400,000 and he had the equiYalcnt in sLarr-- t,f 
La Ban4ue Intt•rnation:ilf'; that th.·n, Wltcn t!1c Horne Bank took ovrr the 
n::-ult wa:3 that l\1r. Barnard owed the Hume B.mk $400,000 roughly and he 
acquired 2.622 :'han•::: of Homr Ban:~ stock?-A. \ e,i. 

Q. Was that :-:t1wk Mr. B:,rnard',, or the Horne Bank's?-A. \Yell, tlie 
Fett:ement bctm:rn :'.\Tr. Barnard and the Horne Bank in Det·E>mbrr, 1915, would 
indicate that it wa,-, a H0me Bank tran-p1•tion un.l no' a Barnard tran>':l<'tion. 

Q. As .. hown by ,mb,iequcnt ;-ct.tlrment with l\Ir. Barnar,[ on his prr,-unal 
advancP.., or per,-onal indebtc1lnc--: in tnto to the Home Bunk they cred;t<>i him 
with thi.., money ,Y11it•h he owed for thr pureha:::c• of tLec;r -hare,, and tPr ,-;harp;-; 
then belonged in fact to the Horne Bank?-A. YPs, and they paid Mr. Barn
ard a large c·ommi,:::ion for thi::i purch::isc. 

Q. So that the n:-:ult w:0s that by the<>e indirect mean::i the Home B:1nk 
really purchased 2,622 ,,il1.ire-: of it, o,vn ,-;tock?-A. Ye:-. 

Cl. Anc! your \';l'W ic! thnt in 1916, po-..,;hly in the light of w!tat suh--l·
qurntly tran,-pircd, that stock was worth nothing and t!1erdore they had Jn.,t 
that ;;.-100,000'?-A .. My point about that tran-:aetion i:; t.\iat it virtua 1ly 
an,ounted to a rcr!udion in the capital of tl1P Home Bank. 

Q. In con::Jic!Pring the a:,:•,:'.'t4 it would h:1ve to meet it, liabilit:c·-i to t'.1;• 
publir, tho,,e a;;,-;rt- were redueed by tbt tran,;a,·tion to the extent of $400,000? 
-A. Yes. 

Q. Berause the bank's own stock wa:; no asset?-A. That is it, in n~ped 
to their !iabi!itie, to the publit-. 

Q. Then the next item you have is the A. C. Frost Lmber properties ~850,-
000. \Ve went into that this morning ju--t before' adjournment, is there ll'Y
thing more you desire to add?-A. In Janw1ry 1916 the Frost timber :wrount, 
inl'lu,li:1~ of rnur'-e the tran;,action frlltn "l'\·!11"11 it was inlwrit< d, thr Cl,;rngll 
anrl Milwaulu·e bond~, the bank had in th::.t $1,850,000, made up in t.hic; way; 
~530,000 whieh had hPen added to the Yalue of the t.irnlwr 'by giving up tbP 
Chil'arro and J\Iilwaukce ::,ecuritic:--; $535,000 of interrst computed upon tl:ose 
'toan-- "'which had ae,·umulated but never been pa,id; and the Lalunre reprc~ent
,ing the advances in connection "ith the timber it~clf. 

f' 
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My view about the Frost timber matter is that an auditor going in there 
,in 1916 would inve,::tigate the hi:-tory of tlmt transaction, he would '-EC jrn:t 
what was repre:,:rnted by tho,::,: loans, he would 'have the bcnrfit of the crui,-;rrs' 
reports and he would form an opinion as to the convertability of that security 
or the possibility of the bank realizing," upon it within any given period of time; 
and arising out of hi,-; con:-:deration of the ,:mbject in that way I believe any• 
auditor would have been obliged to say there would have been a hc:1vy los,- at 
tlwt time in connection with the Frost matter. 

His LoRDHIIIP: Even in 1916?-A. Enn in 1916. 
Mr. SYMINGTON: You had arrived at that ronclusion I judge, irrespc<'tive 

of what the valuation of that serurity might be?-A. It would drpend of 
,rour:-e upon the purpose for whirh the valuation wa.s made. Timber cruisers 
,will give you a valuation either for the buyer or for the ,,,e!ler, and a report 
,for the buyer or for the seller as the ca,-;e may be, will be ,e'-sential!,y different 
in l':ome re:;,ped~. It is quite rlcar t'.rnt that amount of timber was not the 
only timber in Britic;h Columbia se€king a market. Briti,h Columbia has a vast 
,quantity of timber, it is the greatest resource it ha~, and it must have been 
quite clear that that timber rould not find an immediate market. I say that if 
it be a"sumed tlut it would take ten years to market that timber, then the 
'.present va~ue in 1916 for the purpo,-:r of tht>, loan ""ould be about one half of 
the rru;-:0r,-:' ya]uation. 

Q. That i,-, if you had gone in there a-; an auditor at that time you would 
han' ,1llmveol thi,-: c1t·duc-tion f"r what you took to be the rea,;onable time re
quired to reahzr on that -:cr:1rity?-A. Y cs, and the expense of carrying the 
"!'C'urity while it wa-: being rrnlizcd on. 

Q. Did you see the Lacey report?-A. I have seen no valuation. 
Q. Did you :::N' the report of Mr,-,m:. Haney and Crerar?-A. No. 
~- It is in eviclrnce comp plaec that thry thourht it. could be realized in 

from thn·e to five year;:, that would perhaps have had 1-ome influence on the 
amount vou would deduct ?-A. Yr:-:. ' 

Q. But giving it in the light of what you had before you when you made 
this investigation you have ~Pt, clown a;; the probable lo;c:;: or depreciation in 
th:,t ac·c aunt $850,000'?-A. I thought that was a rea~onable Pstimate. , 

Q. Then the third item yo·u have i;; the Prurl.ential Trust loan, $500,000. 
Thi,; i,; the amount you put dmrn as a lo:-~ in 1916, I under:,;tand. How did 
you arrive at that ?-A. The fad wa;-: that that :3ernrity was entirely gone in, 
1916. The security for the bond::: wa,; lost, and t:1e only ,;ernrity they had, 
for whatever it was worth, would be the Prudential Trust Company. I think 
an auditor at that time would have enquired into the po;-:ition of the Pru
Jpntia.l Tru,;t Company as a ;:olvent borrower for that amount of money and 
;t-: ability to pay, and I think he rhust have concluded that there were <'0n
ditionR which would make the final settlement of- that account with t~e Pru
dential a ma.t,tN of rnmpromi::<e or adjustment- of ,ome kind, and that there 
would inevitably be a substantial lo'-s in connection with it. 

Q. So in eonsidrring that you did not take into <'on-,ideration the possible 
value of the railway:, in New Orh'an-; at all ?-A. Xo. / 

Q. AnJ even though it were said today that they will recover the full 
amount of that indcbteclne:=:s from tho,,e railways, none the less that would 
have b1•en the v'iewpuii1t you would have come to in 1916 upon the situation 
a-: 1t then stood ?-A. I have trird to rxclude from my mind the fact that they 
Pnt1m · l into a tran,,;action ;-:pme six or eigl1t mont:1-; lafrr, acquiring seeuritie~ 
in a :mb;idiary which apparently j,, n(Jt turning out too badly, but which is not 
connected with the original tran.oa.ction. 

Q. You are referring to the purC"ha;-:e of the Carroll interest and the read
justment which wa9 made wit!1 those railways at a subsequent iperiod ?
A. YP", that is quite a distind mutter. · 

I 
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Q. Th<' point yuu take i-, tlwt in 1916 if an aucEtur had gone in he would 
have :,;aid: The:::e railway:,, have gone, we must look to the Prudential Tru-;t 
and if thtw looked to tht Prudential Trust there would have been a large lu--
at that time, if t hl'y hail to rt'<0ver from them ?-A. Y e,i. 

Q. And you plarrd that amount at $500,000. Tlwn your next item is Sir 
H<'nry M. Pellatt :tti750,000. Will you tdl tlP Commi:,;:-'ion how you arrivtJ at 

that?-A. An auditor going into the bank in 1916 would l1aw madt~ an ex:tmina
tion of tlie seruriti,r, Iw:d for that arcount. Th

0

em wa;. over $2,000,000,-~1,500,-
000 eall loans and !:$400,000 Toronto City Ef'tutrs and $300,000 Horne City 
E:,;L1trs. 

~- I eall yuur attention to the faet tli,1t you app:trent ly di-ww-c, •rl the 
subsidiariu; as a :,,rparate item. But we t''.tll take tla•m both together if you 
prd<>r?-A. I think it would be bdtrr. Sir l-lcnry Pellatt $750,000 and sub
sidiarie,: $300,000. 

Q. Ha" Canadian Debenture;:: anytl1ing to do with that?-A. :No. 
Q. Then that i::: a total in the Pellatt and subsidiary accounts of $1,500,000? 

--A. Ye-. 
'~- Will you kindly explain that? -A. The ,-c<·urities held for the Pelbtt 

t·all loans amounted to $1,500,000 a-- u.1 whieh no value t·uuld be a:;1•trt:1i1wd, 
and irrespec-tive of tl11• -h,m·:- of this Home City E:--tdc:,; and subdivi,:ion matter" 
would n0t exl't'C'Cl $700,000. An inw,tig,tfa,n of the statements of tlw,.:e , oncern~ 
would ktve ~hown tl:.it they Wt>rr ba--ed on greatly C'Xagp;i>rated Y:.duP;., :,,ellin,:?: 
Yaluc,: or even highn than ~elling Y:1 lm;,. The:;r companic-, were incorporatN! 
wit]: hm~e is,,ue:::; uf eommon ,tol'k wl1ich hnd no hr ,j,, of value behind :t at all, 
and tLe ,:hare:,; held by Pt•lbtt in thof'c companie,-1 were a very :=-mall frartion 
of the toL.tl capiblization, and l would "UY, h:rving regard to all the circum:-tm,·e:-, 
the nature oi the ;:ccurity and al-v the fot"t that the Home City E:-t,ute,: was 
abo an independC'nt borrower from the bank, that tho:--r :::harrf" had no va'.ue a,; 
collateral. 

Q. The country at that timPc of r·uur,;r wa~ in a state of war?-A. Yes_ 
Q. Realty value:::; were very mul'h depressed?-A. There was practically 

no market. 
Q. And all these con,-i•ltrations were in your mind in t·ndeavouring to 

e~t.imntc what a man .:;hould have writtPn off had Im gone in at that timc·t-A. 
T1H' diffirnlty is that an aceounLrnt eould not po,-.:ibly have foretold at that t;me 
lHi,-.· 1

0111,?, the war would la:-:t. and what would be the prP•·i,e ('fft0 t•t. 
Q. \Vhetht r n·alty value-, go down up or down ,nmld h:we beu1 in1 po:::;;.ible 

i,t that time to tt-·ll ?-A. Yt•", quite. I think there is thi,: in ,11!,nt1on, t;1at. an 
arrnunLtnt wuuld have ob,t n Pd tLr faet that the 1"11:uaC'tL"r of !lit :-t· SP1·uritic" 
,rn,, not such as one expt>ct, to find in a l'r ll loan ae,·ount, and the faet that 
l'ommon and prrfnen<·P etoek in -:ubdivi,-iun real esbte concerns w:1~ held a;, 
H'1·urity for call loans \Yuuld indit·atP there werc no other KPrnritief' avaiiuble, 
and thertfore the qm•-;tion of the soln·rn·y of the borrower him:,clf might. easily 
ar:Ke and be a factor in con.,,iderin~ tlw value of the loan. 

Q. Is that all you want tu :-ay for the moment on the Pel'.att, aceount ?-A. 
I t 11ink "0. 

Q. Your next item is Ct:nadian Debenturr, Corporation ~60,0CO. What 
haYc you to :,;ay a::: to that?-A. An acrnunbnt going :nto tLc bank at that time 
would have had al'rr-.:,; to the ln,;pedor'c- rqiort, .'.\Ir. Adair',; report, whieh v. a~ 
made in July 1915, in which l\lr. Adair r·lu1.y indirntl:-, t!H.t tlH·re would Le a 
sub.,;tantial lo,~ on thu.t account. 

Q. Do you know anythin;z about that Canadian Drbcnturr,a Corponit ion, 
did you look into that eomp:wy :1t all?-A. I did not. 

Q. The rea:-'on I a:-k ie< -omrthing you ha Ye not -t'<'n I exp£ et. Exhibit Xo. 
123 is an agrrL"ment betw('en the Home Bank and J amc-; Cooper Ma-on dated 
8th DecembPr, 1915, whereby Jam.,_.,:::; Cooprr Ma:;on dedarc,., that he holds in 

.. 
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tru;;;t for the bank 415 :-,hare,; of the capibl ~tock of the Canadian Debentures 
Corporation, and that the bank indemnifie:i James Cooper Ma:::on from the debt 
which repres-ents the purchase priC'e of tho:=:r shares. In other word,;, as I read 
that agrPcment ,the bank acquired 445 shares of Canadian Debenture's Corpora~ 
tion at that time?-A. Yt's, I think that is right. 

Q. Has that any relation to this item that you are now dif'ruRsing?-A. Y tS 
that t, thl' company. . 

Q. And this was a loan to that eompany?-A. Mr. Adair's report make>' 
rekrenee to Cooper Mason's obligation in conne(·tion with those :--,h:m,•,o, it i-; 
1~otcd a,; collateral. · 

Q. But of c·our::,e it did not cx:st acrnrding to this agrecment?-A. It did 
not exist. \ 

Q. Have you any idea or. did you find out in the course of _your investigation 
why the Home Bank acquired shan·-; in this rompany?-A. No. 

Q. The shares would be no t-l!'rurity, not as goocl Hl'rurity as the notes of 
the company, would they? I mean no added security?-A. It is no real serurity, 
the only po,;sible motive would be to i:-trengthen its position in some way. 

Q. As a voting power only?-A. Perhaps f'O. 
Q. Because before the :=;ham, became of any Yalue the creditors mu~t fir, t 

be paid ?-A. Yes. 
Q. And the bank wa..; a creditor of this concern ?-A. To the c)..tt•nt of 

~306,000. 
Q. The se,·urity of that ,to<'k lu:d :--nme c0nnedion with Murray-Kay, 

J,imited, hadn't it?--A. ThnC' was a large blo<'k of Murray-Kay preferrrn e 
10t,dz, and rnme common stork, hrld as ~crurity for the advances by the bank 
to that corporation. 

Q. And you give us a figure of ~60,000 as what an auditor would have to 
put down as probable los:-s in .Jauuary, 1916, on that loan from your considern
tion of the whole po:=:ition?-A. And Mr. Adair's report. 

Q. The next item we have is Canadian Property Company $60,000.-A. 
Canndian Proper,ty Company wa--s a sub::-idiary corporation of the Home Bank, 
formed for the purpose of holcling it-, bank premises. In January, 1916, tlwre 
was a debit standing to that company of $114,i23 whi,·h upon examina
tion provrd to be an accumulation of maintenance and petty charges, not to 
,he eon,idered a-; an a,aset of the bank. I have r:o-timated that some portion of 
t at might L.t\'C value, might be rcprr::-ente<l by fixturt-~ or proprrty or somc
ti1ing arquirrd. I have :;tatccl my opinion that $60,000 of that represents no 
Yalur whatever to the bank, at least half of it. That is a very general estimate, 
I think it would ·be c-on,3ervatiYc a;: to the amount that ought to be written off. 

Q. The Canadian Property Company was a ,;cparatc !~gal entity?-A. 
Ye,:. 

Q. And do I under,-tand that although the Can:.1rlL.1n Property Company 
,w.,, a :-eparate legal entity, this was not by way of loan to that company but 
tb y had i=;imply charged up maintenance and interest?-A. They had crol",::
entrie" passing through their book~, debit, for expenditures and credit;:; for 
.rmt, and this was simply the re::-i<luum of that eb--; of thing. 

Q. Were t-hr a;:;:et" of that rumpany covered by a bond if'f-UE) at that time? 
---A. No not at that time. 

Q. So there would br sho,vn in the assets of the bank the value as tlwy 
Yivwcd it of the Canadian Property Company holdini:::~. the bank premi~p:-;L -
A. The bank premises were a separate item altogether from this. 

Q. But these were itemi=; in connection with bank premises?-A. Purport
,ing to be an amount payable ·by that company to the bank. 

Hrs LORDSHIP: What would be the objctt of carrying the account in that 
form?-A. Well sir, book-keeping is a curious thing; convenience I suppo'-r, 
for these transactions coming up every day or every little while. The account-
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ant,: might not know exactly to what /l 1'c,,unt thy ought to be charged and 
in the meantime there is an acrount opcnrd for Canadian Property Company 
and thry rest in there and perhap,-; ,nrnld be lo,:t sight of, fail to attract att.en-
6m, or perhaps might be driiberatrly ignored, one cannot tell. But at all 
l'H'nt, the arrount ran along for yl·ars, ihey were gradually accumulating 
until t\iey amounted to $114,000. • 

Mr. SYMINGTON: And that was .,hown as an a •set or a loan or something? 
-A. It was curried. a,.; an a~,-;et of the bank, a current loan. 

Q. Bl'ine; a:- you have explaintd unabsorbed pPtty expenditures for inkr
es1 or otlH1 r l'harge, in conneetiou \\ith bank prem1sr,i?-A. Yt". 

Q. What shoukl have bren done I pn•Qume :,, to dimini,;h the bank 
premi:-.e~ u1·rnunt, tL<' a-~et, by that arnount'!-A. If there w1\, any value in 
tlw"l' E·xpcnditures, anything t11at bettered the value of the Lank premi~t"', it 
,-.hould have been tran-,ferred to that account a,, it went along; otherwise all 
th~"'<' items should haw bePn written off aga:n-t the profits of each year. 

Hrn LORDSHIP: What wou!d tll()"e itemc; be? Book-keeping is rnl'h n 
tri·'miral subject, much more :ao than law, if you can bring it down to the 
apprchen,:ion of an o,rlinary ~ .. rwyer I wou;d like to know "omething about it? 
-A. One of tlte thing,-. wh:eh the bank did was to have each of its branchc~ 
rreiit the head office with an aHow·PH'P for rrnt of the premi-,es it occupied. 
T]w..,(• ('rf'dih would go in the hPad office boo:,,, to the credit of a revenue 
H'l·nunt, and bp rhHrged to t 1w ·hranrhr;;. If tl!ere w:1-- nothing agaimt it that 

wnuld h:, revf'nue. But (Ill tl1<' othu hand the bank marle rxpcnd1turp,i for th" 
u.~intrnanc·e of the"c propc·rtiP:-., µa:d interest on mortgagp,-. and that i-ort l•'. 
~!1ing, and the diffen·rn·r betwern tlle two --idc,-. nr tbe ac·eount was a preponc!Pr
an,·r of l'hargi>,,; or debits, in other worcb a lo,,-. There would be a revenue on 
mw ,..ide bµt the expenses would br r:,thcr gre~tcr, and the accumulation from 
yt>,tr to year resulted in i.hi-- $114,000. 
• I w~uld like to ::;:1y t,hat is ju;;:t illust~atinl!; it, I would not wish you t,, 
unr!cr,:t:lnd that I am telling you the pree1:,r facts as to this, but they are of 
t hi t l'har:1rter. • 

Mr. SYMINGTON: What I ii;ather is that where they obtained a revenue 
by charging their brnnd1r•:=- rent, these and ,-imi~ ar expenditure::; ':lhould have been 
put ag,1in,._t th"t revenue as an expense?-A. Yes, in other words they should 
k1,·e rhargrd their ·branches more rent and ab:;orbed it. 

Q. Or else writkn it off. But not shown it a;:; a eurrent loan.-A. Ju.._t so. 
Q. Your nf-xt item is A. G. Holmes, 8150,000?-A. That is the acrount 

to wliirh referrnre has been made, land E-f'rip. Advance;; were made ostensibly 
to :'.\Ir. Holme,:; ahd to other brokrrt', the re werp a numbPr of acrount.-,, orig.in
ally :'.\Ir. ::\.Ia,on wa-, per..,,mally interested to ,:ome 1·xtt·nt :,.., far a.;; the rf'cord, 
uf t\1e hank ,-h,Jw. 

Q. Th:,t i,-. General l\Iason or J. Cooper Mason?-A. J. Couper, be wa~ 
a miht:irv man ;nd intPrP-,ted in milibrv affair,-. 

q. Perhaps a, hi-, lordship li:.1-, not livrd in the west and may not under
stand it we miu;lit s·tv that there was certain srrip handed out to vetrrans of 
the ::'outh Afrkan War a,; a reward for their i-l•rvices?-A. Ye:-. 

Q. Tli08e f-wr:p::; gave them the right to :c:ettl-e upon land and file that srrip 
and get n quart.rr srction?-A. YP". 

Q. Thi-- money w,t:, advanced to brokers t,, buy suc:h scrip from veteran.,, 
who had tu !!•J out and !orate the land and then turn it over?-A. Ye,.._ 

Q. Ro that the property belonged t-0 tl1c purl'haser aftpr the veteran ha<l 
located it?-A. To the holder of the .-crip. 

Q. And this was money advanced to ,:ome broker,,, or to Holmes apparently? 
-A. Principally Holme,,;. 

Yes. 
Q. For the purpo~e of buying thi:- :-Prip and thus obtaining real estate?-A. 

' 
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Q. Quarter sections of land ?-A. Yes, 
Q. You say the evidenre is that J. Cooper Mason, Assistant General :Man

ager, had a personal interC'st in this? He, I believe, was a veteran?-A. Ye,-, he 
took some profit'l out of it. 

Q. Were there' evrr any profi+.c:; in it ?-A. Well, some adjm;tment or e-1timate 
of tlu· poi:-ition wm; made and $6,000 tran"ferred to Cooper Ma::ion's account. 

Q. That is profit" were paid out while the,::e dcbt'l were still owing to the 
Home Bank?-A. Ye,::. · 

~. Anci that i.,ansaction was in fact loans to a customer for the purpo~e 
of buying real e;;tate, that i-, what it amounted to ?-A. Yes. 

Q. And real estate of couri::e carried a lial,iLty as to taxes and interC'st and 
1:,oon?-A. Yes. 

Q. And you have tr.ken the"e mdters into consideration and come to the 
eont·lu,,,ion that of the $187,000 charged to that aeeount at that time you would 
have written off a lo,--; of $150,000?-A. Yes, I would. :'.\1r. Adair's report indi
cates that there was very litt!e serurity held for it. The only :;ecurity whie;h 
the bank had in 1916 for that $187,000, arrording to ::\fr. Adair's report, was 
some sundry notef', five quart<'r-s~rtions in the name of Holmes, three quarter
section'i, that is of western land I presume, said to be in transit, a seeond mort
gage of $1,200, another of $2,200, a first mortgage of $900, a second mortgage 
of $1,372, and Adair goes on to say that as far as the bank is conrcrnC'd the 
only ~rrurity we appear to have is the note'3 them~ch·cs and the cndor,::ement 
of HolmP,- and it iA apparrnt that, we are largely in the hands of the lattrr. 

This is a ,;ubsrquent mattPr; :Nlr. Holmes upon being threatener! with r•il
ledion procePding,a, ~et up a counter rlaim stating tliat he was ~imply an agent 
of tlw b:rnk and claiming a t-;1lary. They never went on with it. 

Q. There is of course no record that you ha Ye di-:, O\'ered in the minutes 
of thP bank and no document or agreement as betwrrn Holmes and the bank? 
-A. No. · 

Q Your next it.em is W. G. Mitrhell & Company, $100,000. At th~t time 
Mitrlwll & Company owrcl the bank $125,000 odd. H..tve you takrn purely Mr. 
Adair's report on that?-A. Mr. Adair's rrport indiratP:; that the only security 
ag,,inst that, $125,000 wa:,, ,-ome mi~ccllaneous f'hare:, having a value of $2,765 
and a <'ollateral note of $29,000, in other words about $30,000 against $125.000. 

Q. And from that you arrive at this result.-A. ~fr. Adair's report indieate:; 
that a. very substant.ial lo~:; is to be expected in connection with thut ar<;ount. 

Q. Then you have the Relindo Shoe Company $100,000 out of $116,500 
advanre? A. l\Ir. Adair report.;; on that that the only ,,erurit.y wa::; a third 

. mortgage on ~ome Wellington Street property with prior encumbranres against 
it of $112,750, and that the company iH in:-:olvPnt. ., ' 

Q. Did it wind up, or did it eventually bec·ome :-ome other company?-A. 
The bank endeavoured to support the company, re-incorporated it I believe 
under another namP, but eventually eYerything went bad. 

Q. At this time in any e-vent there. had bPen~no re-incorporation and that 
waR the position a,:. fr,r as you could discover from the books?-A. That wa:,; 
the posit10n reported by Mr. Adair at that time. 

Q. Then you have Mi~cellaneous accounts $100,000. Those con'-'istcd of 
Imperial Export Company, Limited, $19,000,-what is that?-A. Imperial Ex
port Company wa-, at that time in liquidation. Mr. Adair_ says: It is not 
anticipat.rd that the amount rPalized from the estate will greatly exceed $5,000. 
The bal'!.k's claim was 819,180. 

His LORD::iHIP: Mr. Adair's report, for whom was it made?-A. This rrport 
of Mr. Adair':; is a schedule that we found in the he:..d office of the bank attached 
to his report of July 21, 1915. 

Mr. SYMINGTON: You will remember that following the meeting of the 
We;.:tern Directors in 1914 they had agreed to have an in~pertion of the Toronto 
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Office made by l\1r. Adair, that was a conre~,-iun that was given to thc,m, and 
thi-, upparently l\lr. Edward::: ha'l discovered in the bank, elated July 21~t, 1915. 

HiR LORDSHIP: It i::, directed to whom? 
WITNESS: To the Directors of the Home Bank of Canada. 
Mr. LEE: Are you putting that in? . 
WITNERR: I have not the original of tLis, the original is in Toronto. 
Mr. SYMT~GTUN: I have no Joubt tlmt before we get through we will have 

!:lumc of the Liquidator's document.;;. 
Your next ir: James l\la::;on, $71,460. That i-, Gl·nl'rnl l\Iasun, the Pn ,ident 

and General Managu?-A. Y PS. Mr. Adair says as to that that the only 
security held in some Hume Bank sto\"k-that is not -,ccurity, but tlw bank 
would lia.-e a preferential lien against it. They could put thPir h~md,-, on 1t at 
any time if neCl'"i'ary. ;Something lih.e S23,000 there. That is all they had 
except some trifling item,. . 

Q. You are looking at that account of cour:,,c quite imp<·rsonally, you did 
not cun-,ider that Urncral ~,Ia,.,on was Prc--ident or G,,neral l\lanager, you luoked 
1,,o]P]y at the :-Pcurity that was held ?-A. Yr--, that would be if they were com
pPl!ed to realize on the H1•me Bank stol"k it would have prcci--rly f,c· ,;:une 
effect as the Banque Internationale transaction. 

Q. In other wonl::< the attitude of mind you had was that if in 1916 the 
bunk had to realize on its ll""et-:?-A. Yr:-:. 

His LonosHIP: Mr. Symington1 i,_ your witne:-5 incorporating thr--p views 
as his own? 

lvlr. SYMI~GTON: Hi,-; own views, an expert sent by the Department. 
Hi-, LORDSHIP: Did he make an invc-tigatiun of foe matters in ordn t-0 

speak independently of what ::\Ir. Adair 1:,aid? 
Mr. 1'YMDlGTON: To make it, elrnr, you are giving thi,- evidence a,: your 

expert opinion from whht. you yourself investigaterl, you con,-idcred :'.\1r. A,:air's 
reports and e':'.._erything else you found th·re? 

"\YITNEr-.-;: Ye., everything I was able to U$certain. 
Q. You are nut :-;imply retailing to the yommi:---ion :-omething you liavc 

read in ~1r. Arl:iir's or ;someone', rc•port, you arc gi,·ing yuur own opini:m, and 
the,-,e are rr:1-:on;; why you arrin,l at it?-A. ,Vlwre I have nwntiond Mr. 
Adair's report as to ,;onw of tfa ~e minor transaction-- I am largely dependent 
on the report he mad1·. There are f'ome thiniz,; that at t!1i" tlistarn'e of time 
could not rPadily bP ascertainerl, but an uer•ountant g,iin~ into the bank in 1916 
could have ascertamcd the truth or otlwrwi,-e of .'.\Jr. Aduir's eunclusions rcg:trd
ing some of these aerount-,. 

lcl- But to am-wer his lord:;11ip's qur:>tion, yflu rir,\ giving your <'xpert 
opinion on this subject?-A. Well I have triNI to be careful to mention what 
I relied on, where it is ::\fr. Adair's report I have mentioned it. 

Q. You are giving the reasons, or :'Ome of tlw fl'll"' ms why you arrived at 
these C'onclusions,•and :'.\Ir. Aduir's report i:' one of thf'm?-A. Yr~. 

Q. What an out.,:ide auditor going in there in 1916 would have found?-A. 
He woulri have had .'.\1r. Adair'., report and courlu:-ion..: and would hu, <' b:1,.,cd 
hi,: own invc1:,t,igatio11-; on the information he was able tn obtain in tl.cct way 
and in cwry other way. 

Q. Then your ne'.\t itPm i-- J. Cooper :\fo,on ~19,000--A. ~imilr::-ly the 
security there or the hopr of realization on Llmt a< l'Ount <·on:;i~tcd of Home 
Bank stock. 

His LoRDbHIP: To bring t hi,: particular point to a !wad, do you kn0w that 
as a matter of fact that i~ all they had, or are you ju~t taking Mr. Ad: ir's 
report that that is 80 ?-A. Mr. Adair's rrport on that. 

' 
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Mr. SYMINGTON: All thesr Mi:-wellanruu-; a!'rount", we will not take the 
others in detail, but you have shown advanc-r,-, of $1.55.000 and again;t that an 
c"timated loss of $100,000Z-A. Yes. 

Q. W. G. :'.\forden $4,204?-A. We did not :,:pend much time invrstirrating 
thc:;r ~mall item-;. 

Q. You do' not know whrther ::viorden was good for that or not ?-A. It did 
not :-Pt-m to me at the time that, it materially affecterl the general conclu:-;ions. 

~- D. K. Ridout, $3,300, that is in the ~ame position you say?-A. Yes. 
Q. F. H. Rirhards,m $10,864. As a matter of fa< t I under,;tand that was 

subsetJucntly paid?-A. I have not made any st,ttement as to loss on that par
ticular itlm, I felt Uinable t-0 do that, but I frlt the first three items alone would 
justify the $100,000 estimate, and the.:;e items were all referred to in Mr. Adair's 
report. 

Q. So that generally and from rderence to :'.\fr. Adair's report on thr<-r 
miscl'llrneous ituns amounting to $155,000 you rst,imakd the loss of $100,000? 
-A. Yes. 

Q. Now that, is the total, all the,,e account,;: you have given u:=: amount to 
.$3,370,000?-A. Ye:-. ~ 

(,J. And that is your conclusion upon your innAigation as to tf1e losses 
made up to 1916 in the Home Bank?-A. Ye.~. It must be remembered too, 
that this information was ascf'rtainable from the accounts of one branch of 
the hrnk alonr, the Toronto branch. 

Q. Now 1\Ir. Edwarrh, did you consider the position of the bank in 1923? 
-A. Well I made a report to the Mini,;;tcr of''Finance in September, 1923, giving 
my e.;timate as far as I could make it from the examination i made during the \ 
month of Scp1em:ber. I estimated that the bank's assets would "hrink some · 
$7,700,000. 

Q. That is after the winding up proce,:s had bren gone through. 
Mr. LEE: No. 
Mr. SYMINGTON: Just a moment. 
Q. Your estimate was that after the winding up proce,:s had been gone 

lthrou2;h, the shrinkage would be 7~ million•)_A_ Xo, the basis of my in
ve,:t1gation was, the .l\1inister a,:ked me to report tu him as to whether the con
ditions of the Bank Act had been violated. 

Q. I µo not want to go into that you understand, Mr. Edwards. In any 
event, whatever purpose you were sent there for, you did make an inve:;tigation 
and 'ln estimate of the ,:hrinkage of the assrts of the bank?-A. Ye,:. 

Q. And your estimate was 57,500,000?-A. $7,527,000, yes. 
Mr. LEE: $7,700,000 was it not?-A. I wish to rorrert that seven mil\ion 

•seven. The figures I should have given-I spoke from memory at the moment 
-were 87,527,000. 

Mr. SYMINGTON: That of course, :'.\fr. Edwards wus on approximation?
A. Quite so. 

Q. Purely and simply from your study of the bank\; affairs. Now, Mr. 
Edwards, I want to take you over the statements of annual profits, to the s,hare-
holder,: · became the statements are to the shareholdPrs ?-A. Ye,:. · 

Q. 'They have nothing whatever to do in this discu:;sion with the Depart
mental returns at all. You prepared a statement from the year 1916 'on, I 
think, did you not?-A. Yes. 

Q. I would like you to give the Commission your summary as to first 
the profits per annual statement and the amount of over s~atement.-A. From 
1916 to 1923 inclusive the profits shown by the pubhc statements were 
$1 873 285. I ascertained that those profits had been over,:,tated, the aggregate 
of'the'over statement being for the same period of time, $2,747,000. 
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Q. And tho"c being tl1e total:,; you have given us, yoJ came to t;l,P con

clu-iion that there was an over ~btenwnt each ycar?-A. Tlll're waR an over 
~btPmrnt each year. 

Q. I think perhap-; we had lwtter get that on the rerord. Thr year 

ending ~lay 31st, 1916, if you will give them to us?-A. I ascertained that in 
four accounts. 

Q. I don't know tlu,t you nrl ti go into them. The profit,, for the annual 
,-t:tti'll1Pnt for -that year wcrP $133,406. Have you that before you?-A. Yes. 

Q. And aecording to your statement you think that wa-i overst,ated by 
$199.000?-A. Ye-:. 

Q. And in 1917 \he annual profit,, :-linwn by the i-tatrment were $217,000 
and you think that v, ;1-; ovrr,,t:.1ted :--223,000?-A. YP:-. 

Q. In 1918 the annual i-tat,·ment -:howed profit,- of $228,000 and :rnu think 

that was onrstatcJ by c:_go,000'?-~A. Yr-. 
Q. In 1919 thl· annual ,-tatcmcnt of the profit-- wa-; ~238,000 and in your 

judr,mr·nt that ,vu-; owr:-bted bv $111,000?-A. Ye-:. 
Q I am leaving out the oLld figurr-:. In 1920 thr annual statement r-,howed 

:::268,000 and you Uink that was owr:-'tated $175,000 9-A. Ye:-;. 
Q. •In 1922 tl1r annu_al shtPmPnt ,;bowed $278,000 profit and you think 

that w:.:s overstated by $357,000?-A. Ye::1. 
Q. In 1922 the annual st:.:tcment -<ho\wd profih of $275,000 and you think 

that wa-; onr,-tatPd by !:';772.000?-A. Ye-. 
Q. In 1923, tlw profits were shmrn by the annual ,-tatnn<'nt to be $232,000 

and in your opinion that wa:c- oYcrAatcrl. $816,000?-A. Ye,:;. 
Q. Now without goin~ into that in dr•Ltil, you arrived at that, by taking 

unpaid intrrc·-t that had been add1•rl to al'C'ounL, anrl shown a:c- profit~?-A. Yes. 
q. Plu-- in '-ume years the writing up?-A. The writing up oi bank ;•nmises. 
(l. That is the primiple upon whi,·h you arrived at t 1mt eumputati·m?-A. 

Yee. 
Q. DUl, that generally cover the prin<'ipttl or "·ere th-re dc•tail, of other 

l':1:•rtctPr, or wa-: it ,-.imply that int<'rL--t and writing up hank premi-:l,?-A. 
,Yell wr ,:top1wd there. "\Ve ti.ought to go throu~h wa:-- -:mply to mu,tiply 
inf'tam·c ,. ln;;tanc,\i- p, ,,-.,-ibly of le,-, -Pr impurtamc, but tLat any further invef(ti

p.ation would aggravate that ,-ituation. 
Q. In any event ~o far as the figurp-; you have given, tlwt i,- the principle 

upon whirh you have gone?-A. Yes. 
Q. You took all the unpaid int ere, t that had bPen credited into profits; 

you exhausted that branch I mc'an in thi,:.-A. As to the largn account;. 
Q. And the writing up of properties ?-A. Yes. 
Q. Those two items you exhau,-tt,l?-A. Yes. And that i,; irre~pertive of 

those four yni . .r,- intere-:t on the :Frost account that wa::- carried to rc:3erve. I 
want to state it for the purpo.;;c of maL..ing 'it clear, that this i::; rntirely irrespec
tive of tho,P l'harp;Ps up to the Frost areount in those four yPar:::. 

Q. In the years '18, '19, "'20 and '21 whPn they ehargcd to Fro;.:t interest 
but rrrditd to re,:erve, or contingency., you have not inclmkd that in this. at 
all?- A. No. 

Q. Do you remember the amount of that Frost intere,-t? It i;, in Pvidcrtce 
before this Commission, I know.-A. The intcre~t set a-:ide? 

Q. Y es.-A. $689,000. 
Q. I <:ec you have shown how that $2,747,000 over,-takment is arrived at. 

Accumulated and unpaid interest amounts to $2,240,000?-A. Yes. 
Q. DPpreeiation in value of bank premises 8365,000 9-A. Yes. 
Q. Shares of subsidiaries written up? $41,000?-A. Yes. 
Q. LosR in foreign exchange, r.oncealed, about $100,000?-A. Yes. 
Q. That make,; up your total of overstated profit" of $2,747,000?-A. Yes. 

' 
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Q. Now of rour'3e, Mr. Edwards you were not pas,:ing upon whether the depreriat.ion in bank· premi,:rs wa,; correct; there was an appreriation but you are simply saying that for the purpose of annual ,-,tatc:ments that should not be done.-A. They included i:mch appreciation as profit. 
Q. Thc·n in conne'ction with t!1e item of $2,240,780 of aecumulated and unpaid intere,:t, can you give us how tliat accumulated from year to yc.lr commencing with 1916?-A. Yes. 
Q. Would you do that plea:se?-A. Do you mean the amounts. with the prcviou~ amount~ added to 1t. 
Q. Ye~, :;o that we ran see the growth of it.-A. In 1916, that is the fir~t ~·Par I have taken my account of, $199,226. In 1917, 8423,130: That would be the at cumulation for two years. 
Q. That would be '16 plu,; '17?-A. '16 plus '17. For three years rndinii; '18, $676,000. 

For four yt·i.r,-, ending '19. $972,000. 
Fur five years ending 19:20, $l ,3q2,081. 
:~ix yPars ending 192:t, $1,682,000. 
Seven years rnding 1922, $2,232,000. 
EigLt years ending 1923, 82,930,000. 

Q. Xow in that amount you hiwe included in the Frost timbPr that portion whirh wa:- tran:-ferred tn t!w Wt"tnn Canada Pulp and Paper Company. A. Yr!:' that must rorne off. 
Q. Then taking tl1e yrar 1916, your total of $199,000 would give the ,t<•nounts from whirh that ,rn" made up? -A. A. C. Fro~t & Co., $134,000. The Prudential Tru"t Company, $33,000. Holmes, $11,000. Canadian Debcnturrs Corporation, $21,000. 
Q. Those Wt•re the four n,·t·mmh in 1916 which mac!P up the intne,t ;:;!10wn in profit.,; ?-A. Y c". 
t._!. In 1917?- A. TLr :<amt· four account,-. are ron~idrrecl. Fro,;t & Co., $1-18,000. Prwit-ntial Trn,t. !'-!35,000. Holme~, $11,000. Canadi,rn Dehrntures Curporat:on, $30.000. .:\faking 8221,000. · 
Q. And 1918 ?-A. In 1918 thP F ·o,,t interrst i" not taken as a profit. Tl1c itrrn~ ron:-id1·n·d arc Pru,lt•ntial Tru:-t $37,000. Holmes, $11,000. Cam.

(fotn DebPnture~, ~37,000. ~tewart, $3,600. 
Q. That wa~ a new one, that 1s the fir,.;t time that appears?-A. Yes. Q. I" that F . .T. :::itrwart'?-A . .T. F. M. ~tewart. He was not thrn a Dircetor. 
Q. That was in 1918?-A. Yes. 
Q. That wa~ a total of $90,000 for that year?-A. Yr~. Q. Then 1919.-A. 1919, the Frost item was again rP~c·rved and not c nnsidercd. The Prudential Tru:;t Company, $40,700. Holme-,, $11,300 .. Mrreantifo Scrurities, $7,700. Canadian Debenturrs, $32,200. ~tewart Y. Ogilvir, $18,200. 
Q. The new one there 's the ::'.\IereantiJe Seeurit1e-,?-A. Ye~. 
Q. Then in 1920?-A. The Prudential Trul'-t Company, $41,700. Holme-;, ~13,000. Mcn·antile Securities, $14,000. Canadian Property Company, $6,000. Kmg Shoe:-, th~t is Relinclo in anothrr name, that he owed J. D. King, $16,000. C. A. Barnard, $25,000. Canadian Debentures Corporation, $47,700. And Stewart V. Ogilvie, $11,000 making $170,000. 
Q. The new ones there being, the Canadian Property Company, that is the bank premises?-A. Yes. 
Q. The King Shoe, Ltd.-A. Ye,:. 
Q. And Barnard?-A,. Yes. 
Q. And the others are increasing slightly, gradually increaeing?-A. Yes, the int.crest is being compounded. It is the intere::;t on interest. 

' 
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Q. Then 1921.-A. 1921, Prudential Tru,,t Company $44,800. Holmes, ~11,-

400. Mercantile Securities $13,900. Canadian Property Compnny $18,413. Wes

h,rn Canada Pulp & Paper, $5,000. J\fanufacturer,.: Holding and Inve,.:tmrnt Cor

poration, $25,000. King Shoes, Ltd., $18,200. C. A. Barnard, 857,000. In addi

tiun that property i;, written up, $161,900. 
(l. So t.hat the new one" there are th- We,,tPrn Canada Pulp & Paper Com

pauy which ha,- ::.ome dealings with tl,e Frn,J Ltd.-A. The Western Canada Pulp 

& Paper Comp·rny was a corporation formed fur the purpo:=;e of operating c-ome of 

the timber belonging to the bank. 
Q. And the :Manufarturer,-.' Holding and Investment Corporation, that 

appt>arf' for th· fir,:t time.-A. That i-; a Daly Company. 

Q. And the other new thing is the ,Hiting up of the property $164,000?-A. 

Yu. 
Hi,.; LORDSHIP: What did that total, Mr. Symington? 

Mr. SnnNGTON: That totalled $357,083. TliPn 1922?-A. 1922 the Frn"t 

Company $173,000. 
Q. ,ve get thl' Fro,.:t writtrn up again h(·rc.-A. That is taken into profit;; 

1,~ain in 19:l2. 
Q. For the first time since 1917?-A. Ye". . 

Mr. :McLAUGHLIN: The \Ye,-;tern Canada Pulp & Paper wa,.: part of tk1t. 

Mr. Sn.nNGTON: That ha.., been made deur. It w:u:; only $5,000, the We:;t-

ern Canada up to now.-A. The nl'Xt item is Wt•,-tern Canada Pulp & Paper 

$106,000 about. Prudential Tru,-t Company 547,500. Holmes $13,500. British 

Dominion Holding Corporation $83,600. Mercantile Serurities Corporation $14,-

300. Canadian Property Company $48,800. J\ Ianufacturers Holding & Inve,:t

ment Corporation 843,500. Kine; Shoes, Ltd., $19,600. In addition to that the 

bank premises were written up a further sum of $181,000. And share.;; of the 

:\Iunufacturers' Holding & JnyestmPnt Corporation which had not previou,;ly 

appeared as an as,,ct of the bunk were writtrn up $250,000, but of that amount. 

~208,000 wa::; ~et a-:ide to appropriation fund, to provide for lo0 -es. An appropria

tion i-; :m p-.timatc of the amount required to meet los,.:e,: on a date. The net 

amount bkPn in as profits in that year without thut bl ing being 541,000 or a 

tobl fur the yeur of $772,400. 
Q. The new itf'ms of imporbnre there are the bil!; jump of tlie Western Canada 

Pulp and Paper from ~.5,000 to $106,000. Thif-- is intere::;t only I under,:tand?-A. 

Ye,-. 
Q. And the British Dominions Holding Corporation, do you know what thut 

was?-A. That was a corporation that usually was af'::;oriated with Mr. Barnard\; 

affairs, of Montreal. 
Q. We will Le going into those later. I do not "nnt to go into thof'e detail.:; 

now. 
Hi::; LORDSHIP: You say you are going into the,:e later? 

Mr. SYMINGTON: The indiyidual companies, ye,.:, in connection with the 

rlirertors. 
His LoaD:oHIP: That Pulp & Paper Comp~ny that ran up to $106,000, how 

did that occur in that year? 
Mr. SYMINGTON: Have you got that information ?-A. The $5,000 as near 

a;; I can ascertain it, was the intere:,t rharge for a small fraetion of the previoµs 

year only. In the following year the $105,000 represented the full year's intere;;t. 

It was only late in 1921 that the Western Canada Pulp & Paper Company was 

formed, therefore the bulk of that intere~t thut year would appear in the Frol:it 

account. 

• 
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His LoRSHIP: What was taken from the one arcount into the other? That 
Pulf & Paper Company had its inoeption in the Frost & Wood account ha~ it 
not.-A. Yes. 

:Mr. SYMINGTON: Frost and timber you had better say, sir. 

His LORDSHIP: Yes. That is where they got that credit that year, if I 
remember right, on that timber account, on a certain amount of money which 
they said was paid but never was paid and was a divibion of companies. 

Mr. SYMINGTON: Can you give us in 1920, '21 and '22 how_ much wa'l taken 
from the Frost and charged to the other?-A. I am not prepared at the moment 
to tell you that. I 

Mr. McLACGHLIN: $176,000. 
Mr. SYMINGTON: Mr. Edwards will get that for us. I am quite sure when 

we come to discuss the individual companies we will get this.-A. My assistant 
confirms the $776,000. 

Q. 8776,000 is confirmed by Mr. Edwards as being the amount tran9ferred 
from the Frost indebtedne::,s to the Western Canada Pulp & Paper?-A. Yes. 

His LORDSHIP: What would the interest on that be?--A. At seven per cent. 

Mr. SYMINGTON: It would be about $53,000. 
A. There were other expenditures. 
Q. Was t~ere not a. debenture issue came in there Mr. Edwardb?-A. Well 

thry did of coun,e take their ::,E:Curities from the Western Canada Pulp & Paper 
Company in the form of debentures. 

Q. As his lordship points out, the interest on $776,000 according to my,quick 
ralculatioi\, would be only about S.33,000?-A. Well, that was the amount trans
ferred from the Frost account but that did not rcpre~ent the position of the bank. 
They 8-pent money. 

I~. So that in addition to the $776,000 transferred from the Frost account 
to the Western Pulp & Paper, they made further advances to the Western Pulp 
& Paprr?-A. Yes. 

His LoRbSHIP: And the intcrc:3t on t:10,-e further advance:::i made it up to 
over $100,000. I noticed the d;::;crepancy in t!1e amount. 

Mr . .3YMINGTON: Then a new feature appears, Mr. Edwards in the Manu
facturers' Holding & Investment Corporation, "Written up." ,vhat was that? 
-A. That wa-, the· ~h:.ur,; of that corporation; they were appraif'ed for the pur
posr;, of the bank at $250,000. There is no sign that the shares cost them any
,thing or that they eYer held them bdore that. Whet!1er Daly tran:ofern,d the 
.,hares to the Lank or what occurred is not clear, but they have simply on their 
books given t'.10se share:; a Yalue of $250,000. 

Q. This being a Daly episode, I think that i" a,; far as we will go just at 
th~ momrnt. Then in 1923?-A. A. C. Frost & Co., $189,000. Western Canada 
Pulp & Paper, $223,000. Prudential Trust Company, $50,500. Holmes, $15,300. 
Briti,,.h Dominions Holding Corporation, $83,900. Canadian Property Company, 
882,200. Manufacturers' Holding & Investment Corporation, $39,100. King 
$hoes, Ltd., 814,400. In addition they wrote up bank premiRr<s hy $19,000, and 
they coneealcd a lo,-; in their foreign exrhange department, of approximately 
Sl00,000. I believe that has since been asrertained to be 599,000. 

Q. Was that carrying franrs at par?-A. SomC'thing of that kind. 
Q. So that made a total of ~816,900, for the year 1923? Now the WP,tern 

Canada Pulp & Paper hac;; more than doubled according to that?-A. Yes. 
Mr. REID: Who were the Directors of that WeRtern Canada Pulp & 

Paper? 
Mr. SYMINGTON: I don't know at the moment. On this phase of the in

vestigation we are not going into the history of these companie,, we are simply 
~ 787~3-4 



I 

512 ROYAL COMMISSION 

._howing what the expert say" was r·harged up to pr0fih and was really unpaid 
interest. That rovers that summary I tl~ink :\fr. Edward-:. 

Mr. McLA:t:GHLIN: I don't know whether this might explain :,Orne of it. 
::\Ir. SYMINGTON: Mr. Edwards ha.., already sbted that their security was 

covered by the dehentures and that i" taken into account. 
Q. Then Mr. Edwards did you p:et any evidm1·e of speeuhtive profit;- made 

py the bank? I nnfine you to the years prior to '22 or '23; the years 1918, 
'19 anu '20.-A. In 1918 and 1919 apparently profit:-: wrre madl' 0n a numher 
of ,-pel'ulation-;: Montreal Transportation, $12,200. Canada West Coast $38,-
300. Canadian Locomotives, $63,900. Canada St,.am,hip-:, $13,500. Malahat 
~fotor 811ip,;, ~4:,200. Wiialen Pulp, $1,750. 

Q. '\Yill you explain what you mean by speeulative profits?-A. The bank 
dealt in the shares of thrse enterpri:-e,. 

Q. That is they simply bought and sold the Rhare,.:?-A. Ye". 
Q. For the purpo~e of making a profit or a loss as it might hL It was not 

a qm',tion of lending monPy to t.Jw,-e eoll('erns at all ?-A. Xo. 
Q. It was a que,-tion of inveRting the bank's money in stock,,?-A. Excrpt

ing to this extent, that '-Orne of the director<,, Mr. Haney and others, appear to 
have participated in the benefit;; of the transactionc;. 

Q. Was that rovered by loam to these people or how was that tran~acted 
in the bank?-A. I don't rrn,11 exaetly how that appearrd. If you will allow 
me to rr,-nve that. 

Q. It is at page 122, at the bottom of the p,tge, of your report. It is sug
ge,-trd that the,-e venturr:-: were undertaken on joint acrount?-A. I do not 
,wish to speak too po:--itively, of my own knowledge, at the moment. It is a 
,debil that ha~ esraped me at the moment. I would prefer to confirm my 
rc>rolkrtion of it. 

Q. You prefrr to leave that ju~t now?-A. Yes. The:-e profits in those 
yrar" of course, helped out the bank's po,-ition. They are included as profit._ 
in the years to which they belong. 

Q. When they made tho,;e profit-3 they went into the bank as earnings of 
t 11e bank?-A. Yr;;, and I have not que~tioned them. 

Q. Now Mr. Edwards I do not want to go into any question with you 
of ,:btcments to the Government, at the moment; and on t.his branch of tlw 
case therefore, on whirh we are now procrding, have you anything further 
whirh you dei'ire from your inve,:tigat.ion to :-;tate to the Commission? I ;;c1• 
.a mattrr here of Canadian National Railway deposit. We are calling evidrnrt' 
direct so possiJ:>Iy it would ~ave time if we do not go into that. _Have you any 
_record of Ontario GovernmPnt drposits?-A. I have made no note of it. 

Q. Or of any other Government depo,:it,-, Dominion or any other?-A. 
No. 

Q. You have made no note>' of them at prr~cnt?-A. Xo. 

CrosJ-€Xaminerl by Jfr. Brownin(I: 
Q. You are appearing lwre to-day, Mr. Edward~, as an auditor appointed 

by the Governmf•nt to u;o into the buoh of the bank?-A. Yr~. 
Q. Tlir Dominion Uovernment of cour~e I mean ?-A. Yt ~-
Q. And yoµr experiern·e has extcndrd bac·k owr a term of how m:my 

year~?-A. 35. 
· •Q. And during that time you have been connected ::omcwliat intimately 
with financial institutions and the cxamin:ttion of them ?-A. Y C!'i. 

Q. I undrr,-tood you to say to my learned friend that prior to May, 1916, 
there were :--rveral very obviously que~tionable accounts, rnrroundrd by sus
picious circumstances on thl· fare of them; am I corrert ?-A. Ye". 

Q. Those were the Frost and the Banque Internationale and the other~ 
as named to him ?-A. Yes'. 

I 

.. 

I 
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Q. ·whirh you now have written down at a lc,::i of some $3,370,000?-
A. Yes. • 

Q. Docs that mean in your opinion that apart from the shareholders' 
liability, the bank was insolvent to that extent, in $3,370,000, taking im:olvcnry 
in the general term in whirh it is used?-A. I would judge that thf';;e figure:-
would indicate that the bank's capital and re~erve had been absorbed at t:rnt 
date. 

Q. Apart from the double liability of the shareholders, the bank was some 
~3,000,000 to the bad, or how much would you sa:v it was to the bad over and 
abu,·e the shareholder:" liability?-A. The shareho'.der:5' double liability? 

Q. Y Es.-A. Of rourse onP rannot e8timate what the double' liability would 
~ehl. . 

Q. But you know how murh outstanding i:-ltock there was.-A. There wa:-i 
about $2,000,000 approximately of outstandiv~ stork. The paid up capital in 
1916 was $1,946,000; subsrribed $2,000,0M.' It is .so stated. They had n 
re,:.-rve of $300,000 and they had some balance to the credit of their profit and 
lo~~ account. Altogetl:er two millions anrl a. half would cover the shareholder" 
arrount, that is the sharrholder:,' capital re:-erve and stock and so on. 

Q. If you w.ere asked to make a statement of the assets and liabilities, if 
it were inf'olvent at that time, what would you ::;tatr them to be, in the light 
of present day events ?-A. I would say that the capital and reserve were 
rertainly gone at that time. It would be a matter of opinion a-, to what extent 
that est:mate might be enlarged. 

Q. They were certainly gone and probably f'ome considerable amount 
more.-A. I should think so. - · · 

Hi5 Lo~DSHIP: If you would not mind, Mr. Browning, I would like you 
to get from the witne.0 s at this point a little explanation of that list of figures 
in 1916. There were deposits then of a little over ten millions of dollar:;. They 
assert their liabilitiPs were $18,722,000 odd and their assets were $21,000,000. 
What is the general effert of that? $3,000,000 odd bad debt or accumulation 
of bad debts on the general standing of the bank at thr.t time? I do not want 
to ask the witne-,s que;:;tions. 

Mr. BROWNING: ,ve personally have not the figures before' us. Will you 
answer the Commissioner's que,-tion, Mr. Edwards? Your lordship is asking the 
witneRs, I understand? 

His LonosHIP: I thought perhaps you would question the witne:;:s along thnt 
line. You may be going to bring out exactly what I have in mind. Supposing 
this witne:::s had bern put in there in 1916 and made an audit for the Depart
ment, I would like to know what he would have con:=:idcred the standing of the 
bank was in the faec of that IO$S of three or four million,,.? 

Mr. SYMINGTON: Mr. Browning SU/!1-!est~ that as 1 have seen this I should 
a-:k him. Mr. Edwards, you have that statement before you. 

His LoRDS~IP: I have not l'iad the advantage of looking at this, Mr. 
Browning. 

Mr. BROW~ING: Xo. 
Mr. SYMINGTON: If you look at 1916, the liabilitie,, are f'hown as•$18,000,-

000 and the as<scts as $21,000,000. Now as I take it, Mr. Edwards, you say 
a:-- a remit of your investigation that tho~e a:-:scb would have been. reduced by 
about ~3,000,000?-A. Yes. 

Q. That would have been the exact situation, therefore the liabilities and 
a,,sf'ts would have been, roughly speaking, about the same?-A. Yes. 

:\fr. SYMIJ1,GTON: Is thnt what your lordship wanted? 
His LORDSHIP: I wanted him to say that. You have put that in his 

evidence and he assents to it, that is alf right. Then asc;umi~g that all the 
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othl'r a;,.,ets were liquid and could be realized upon, that would have left pretty 
neurly enough money for the depositors?-A. Pretty nearly. 

Q. The drpo~it._ ... wc>re 1trn million;; and bettn at that timr. Of rourse that 
would wipe the sha.reholders out ubsolutely?-A. Quite. 

Q. And if there had been any lack of funds to sati-;fy the depositors the 
double liability would be there to meet that, presumably?-A. Ye;;. 

:\fr. SY;MINGTON: Do those total liabilities not include the capital stock?
A. No, the capital stock and the shareholders' at:count-,; that is the rapital 
,-tock and profit and loss balanre would be substantialiy the difference between 
the total liabilities and the total a"set-:. 

Q. ·what you are ;,;aying i:- that thr two first itrms on that shret, the two 
million and so on and the three hundred thou:::and would approximately be 
the differenre?-A. I think that i,;; about it. 

Q. It amount-: to nParly tw<tQnillion odd.-A. There is a profit and lo'.., 
balanrc not mentioned there. I don't know whv it is not. 

Q. In any event, it i:-;. rlPar that in t.he liahilitirs the :--tnrk liabilities am 
not shown ?-A. I think it airrrr,. The difference in 1916 between the total 
liabilitic;:; and the total a;:;.:;d-: i-; ~2.300.000. Capital paid up and re"erve added 
together make approximatrly the same amount. 

Hi::; LoRDSHlP: You will ex,·u!-e me, Mr. Browning. I di<l not want to 
intnrupt your cro,-s-examination of the witne:::;:,. 

Mr. BROWNING: :No, l quit.r appreciate that, my lord. 
Q. In J\Iay, 1916, ~Ir. Edward,,, writing off the loi;:s of approximately 

~3,000,000, the amount due the depositors, profit and lo-~ and other accounts 
other than the capital, would have been about equal to the a.<-~ets available?
A. Yes. 

Q. Now, after the end of the fiscal year, May 31, 1916, would a very 
extraordinary inve.-:tig;ation have be1m required to disrover the.,e questionable 
ac~ount.-, and the manner in w,hich the business of the bank had been carried 
on with reference to them?-A. I don't think it would have taken very long. 

Q. Could it all have bePn done by going through the head offire books?
A. Thrre is nothing el::ie referred to here. The Toronto office boqks. 

Q. I do not hear you.-A. Only the Toronto office books are coni;:idered 
here. 

Q. So that an examination of the Toronto offirr would have disclosed the 
nature of these acrounts and the way in which the busine",; reg::1rding them had 
been carried on ?-A. ¥ e;:. 

Q. And would such an investigation have required the ::;crvice::; of a very 
expert man for a great length of time with much attendant publicity?-A. He 
ought to be a good man, but I think the examination could have been made • 
without running any risk of publicity. 

Q. And would it have taken any great length of time to di::;cover for in,;Umce 
the unfort,unate circumstances in connection with the Frost account and the 
Banque Intern~tionale?-A. No, I think not. Of course, an account:.mt going in 
at that time and having ascertained what I have ment,ioned here, would not 
stop there. He would go through other branches, and examine the affairs of 
the bunk thoroughly and that might take longer. 

Q. But a very superfi('ial examination would have disclo~ed the Chicago 
and Milwaukee end of the Fro:::t account?-A. Yrs. 

Q. And a very superficial examination would have disclosed the mystery 
or the difficulty at any rate in connection with the Prudential Trust and the 
New Orleans?-A. I think so. 

Q. And also would have disclol"ed that heavy loans had been made on real 
estate subdivision properties?-A. Yes. 

Q. And loans directly or indirert.Iy on land through the A. G. Holmes 
scrip transactions?-A. Yes. 
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Q. In connection with the Frost account, Mr. Edwards, has your examin
ution of the books enabled you to determine whether this was really an advance 
to Frost or a purchase of limits by the bank? Apparently it had been pur
chasing in other ca~es, in speculative transactions?--,A. There are evidences of 
Frost having given notes :ur the· amount. 

Q. Were those notes taken seriously?-A. I would say not. 
Q. What is your reason for 'making that statement?-A. There is no 

attempt to collect interest. The notes were allowed to run overdue at times. 
Q. For how long a period?-A. Oh, for years'. 
Q. How many years?-A. On one occasion the notes overran until it was 

a question of whether they might be outlawc>d and then they were hurriedly 
made regular again by giving new notes. 

Q. There does not appear to have been any great desire on the part of the 
bank to hold the borrower responsible, that is Frost, responsible, for the amount 
of the loan ?-A. I would not say there was any seriouc, attempt to do so. 

Q. And the condition of the non-renewal of the note could easily have been 
disclosed at any time during 1916 and on?-A. Yes. 

Q. You speak of the rest varying from year to year Mr. Edwards; why 
was that? One year some taken 9ut and another year some added, is that a 
usual practice?-A. A bank will always draw from rest in a bad year if there 
is no other place to obtain an appropriation for losses; and if they have surplus 
profits in another year, the natural thing I think is to increase the rest account. 

Q. Going over the rest account from year to year, 1916 to 1923, did you 
discover anything unusual about it, or has it just been treated in the way that 
rest accounts in other banking institutions have been treated?-A. I think in 
about the usual way. 

Q. And you told me that practically the entire rest and the entire capital 
at the end of 1916 was wiped out?-A. Yes. 

Q. From the year 1916 to the year 1923, have you discovered in the course 
of your investigation that any attempt was made by the bank or anyone on its 
behalf to realize on any of these sec4rities that were non:--current in 1916?-A. 
Well, the effort to operate some of the timber by means of the Western Canada 
Pulp & Paper Company may have been a sincere'effort. I could not say it was 
not. 

Q. In what degree was it an effort on the part of the bank?-A. It may 
have been a realization, that is, the limits could not be detailed as an asset in 
their present unproductive form, and indicating an effort to try and do some
thing with them. 

Q. That. would be rather an evidence of ownership on the part of the bank 
than an endeavour to collect from a debtor?-A. I think so. 

Q. But so far as any endeavour to press a debtor for payment by realization 
on the a:,sets held by the bank, is' there any evidence of that during those years? 
-A. In the Frost account, I think. I said that there is rio sign of any serious 
effort. The Prudential matter occasionally came up for discussion, and lawyers' 
opinions were obtained, and so on, but nothing seems to have been done. There 
are indications that the Pellatt accounts were under some pressure, there being 
frequent letters requesting reductions. 

Q. We have spoken of the solvency or insolvency of the bank in 1916, Mr. 
Edwards. I presume you speak of insolvency as a condition in which a debtor 
is who is unable to pay his debts by realization upon his assets within a reason
able time?-A. That is not necessarily the only test of insolvency. 

Q. That is not the only test?-A. No. 
Q. _What i~ anothe~ test?-A. Why, if a business is capable of earning 

profits it may improve its position, work out, if it can pay its obligations as 
.demands are made upon it. 
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Q. But neither of thof:e tef:t-, were complied with in thl' <'m•e of the Homl' 
Bank ?-A. Well, they appe:u to have been able to carry on the bm,inesf' and meet 
the demand-- made upon them. As tu earning", I think there wa-; no earning 
power there. 

Q. How were they able to carry on from 1916 to 1923, notwithstanding 
Mr. Lash':, doubt'-' that they could !'arry on?-A. Well, that is a matter for 
C'onjcdure, but I think that, at that time, creJit;-; uf the country wcrr expanding 
by rea.-on of conditions of war, depo,-,it,; were coming in, and the availabk, 
resources of the bank were increasing quite mutt•rially at that time. 

Q. Were they not being increased at the cxpen:,:e of the depositor:.; 9-A. 
,veil, of course, the depositors furni~hrd the re,-:ourc•c-;. 

Q. And the bank, from 1916 to 1923, only carrieJ on by virtue of increa,-:ing 
deJ){wits?-A. Ye-,. 

Q. And I understand you to rny that ex!'ept in two years, po:;,-ibly 1918 
and 1919, the bank's dividends were never paid out of money-; actually earned 
and received ?-A. Yes, I think that i~ c-orrert. 

Q. :--::o that, from 1916 to 1923, taking ea!'h year as a year by itc:rlf, with 
the exception of the two years, 1918 and 1919, the bank was ,,teadily growing 1 
worse?-A. Yf::-l. \ 

Q. And even during those years, a,; a \\.hole, it was growing wmsr, becau~e 
of the accumulated interest back of those yr:us?-A. Well, it might be iair to 
say that the bank held it" own in tho,:e two yl'ar,-:, because there wa,:, rnfficient 
of profit,;; left out of which to pay the dividends, and something more, in tho::;e 
two year,:. 

Q. Will you look at Exhibit 132, pa11;e 292, Mr. Edwards, a letter from 
La"-'h to Fi,-;her, the :3econd paragraph from the end. ,va"' Mr. La-;h corn·,-t 
wh<·n he spoke of the amount locked up indefinitely being more than probably 
three time,; the paid-up capital, and more than half thr total depo:-:1it-.,?-A. 
Well, I think what he stated was -mbstantially correct. His estimate of locked
up capital was rather greater than my own, but he probably had a bdtrr 
knowledge. 

Q. I think you have told me that an :iudit, such as Mr. La::-h at one time 
thought wac;; neces~ary, and .some of the other;-,, rould have been rnndurtcd 
quietly and without the public beine; aware of it?-A. I think with proper 
precaution and good judgment it, could have bern dnne without any dangl·r to 
the bank. 

Q. I understood another witness to say it has bec·n done in one or two
in>:itances, probably more?-A. Yes. 

Q. You heard the Ex-Mini:oter of F.inance give his evidrnc·e, did you?
A. Yes. 

Q. You heard his opinion as to the value of audib. He did not ~rem to 
have a very high idea of their value. In any cast>, do you agree with him that 
an audit in this c:ise, or in any case, is an a<l.vantage, divesting your:-Plf of any 
prejudice you may have as an auditor?-A. I do not want tu quarrel with Sir 
Thomas White. r 

Q: You are not quarrelling with Sir Thoma,,; White, you are '-:imply 
agreeing or differing with him as the case may be.-A. I think Sir Thomas 
probably misapprehends the scope of an auditor's opportunities and duties. 

Q. ·well, we have the evidr.nce of a distingui~hed financier that audits are 
not of very much value, and I would just like to have your opinion as a man 
of 35 years experience.-A. Well, I think the exi:;tence of the auditing profe::;
-;ion is an answer. The growth and the use of ac<,ountants' services each year 
would abundantly answer the quc,-,tion a:- to whether they are a meful body 
of men. 

Q. Do I underftand you to say then that, in your opinion, an audit as a 
rule is, and would have been in this particular case, useful ?-A. If the auditor 
doe,: his duty I would say so, certainly. 
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Q. I am spl'aking of an audit by a competent man.-A. Quite. 
Q. Then what do you say aR to the value of an independent outside audit on the affairs of the bank if made after May, 1916?-A. I did not get the first p.'.lrt of your question. 
Q. I asked you, what i'l your opinion as to the v:due of an external audit if made in May, 1916, or aftrr the end of the year?-A. I think it would have been very illuminating. 
Q. Would it have bern di,do-,ing? I suppose you mean by that that light would have been thrown upon the real situation ?-A. I think so. Q. And things would have been brought to the knowledge of people that they are now only being made aware of?-A. Yes. 
Q. Take Exhibit 105, page 191, Mr. Edwards, please, a letter from Lash to Sir Thomas White, the "econd paragraph re Pellatt: 

'' No interest charge to this account remain"! unpaid; on the contrary all interest has been paid and the principal has been reduced." 
,vas that statement correct?-A. I would say not. 

Q. And I prn,ume the correctness of that statrment could have been ascertained by an auditor appointed either by Mr. Lash or by the Minister?-A .. I think so. ' 
Q. Have you read somewhat carefully the report., made by Mr. Lash to the Minister, in 1918, in answer to the Minister's inquiry following Mr. Machaffir's complaint ?-A. ,vhat complaint would that be? 
Q. I am speaking grnerally of the communications between ::\1r. Lash and tl,e :'.\Iinister, to which Mr. Lash arnmers, or attempt-; to answer, the :'.\-Iini,:trr's rrquest for information; there are a number of them?-A. ,veil, I do not think there i:< much in 1918 from :Mr. Lash, until that .January statement, 1919. Q. Well, take the one of January 25, 1919.-A. The previous :-htement, I think, was· made by :Yir. Haney. 
Q. Do you think that i,- a free, frank and full disclosure in answer to the reque;:t made by the Minister, ,,uch as should have sati~fied a man who wa~ looking for information? If you do not carr to answer that I won't pre•.- it, but you are a man of financ-ial experience, disinterr~ted, not overwhelmed by war care,-.-A. If comidered superficially. it might have satisfied. Hi:- LORDSHIP: Taken Ruperfirially it would not be any report r,t all that wuuld be of any good? 
WITNESS: I would think not, sir. The report does not, in my opinion, indicate the true position of the hank with reference to the::>e matters. Mr. BROWNING: Is it not rather an argument or a request more than a repurt?_\_A. Well, Mr. Lash, I suppose, wa,:, the coumel of the bank and was reporting in that capacity, I judge ,,o. 
Q. Look at Exhibit 46, puge 78, Mr. Edwards, plea.~c, a letter from the Honourable Mr. White to Mr. Jones, asking for an inquiry into the ac('ount,mr.ntioned, under the provisions of 56A of the Act.-A. Thrit was an inquiry into three accounts. 
Q. What three arcuunts were they, as you recall t.hem?-A. The Frost, Prudential and Pellatt. 
Q. Look at Exhibit 61, page 90, a lcttrr from Jonr~ to Sir Thoma:; Whitr. 
His LORDSHIP: What page? 
Mr. BRowNrnG: Page 90. That reads: 

"W:th further referenre to your letter of the 24th ult., I beg to :;end you herewith a statrment showing details of advance~, repayments, and interc,,,t, in the A. C. Fro;<t Company account, which statement I have duly verified by the books of the bank." 
No reference there to any other arcounts but the Frost. 
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His LORDSHIP: Is tbt the only reply that Mr. Jones made to the Min-

ister? 
Mr. BROWNING: There is a reply mude by the Directors themselve~. 

His LORDSHIP: No, but Mr. Jones. 

Mr. Snn::-sGTON: There are two on that page, sir. I think we ought to be 

fair. You will remember that, fir~t, the Mini~trr wrote u"king for those three 

arcounh, then he subfiequently wrote and only asked for one. Now, that is a 

letter you will find in there. 1 

Mr. BROWNING: In the meantime, the letter on page 78 ha:s not been ran

t:elled, in any way. 
Mr. SYMLNGTON: There wa5 a subscquf'nt letter. 

Mr. BRow~TNG: I have that right here, that is on page 89, but that doe:3 

not relieve him of the nere:-sity of replying to the other. 

Mr. SYMINGTON: Your lord;:;l1ip will see it' ut page 89: 

" Referring to my previous letter reque:-ting an inn~tigation by you 

of certain ar,0 ounts of the tlbove bank, I shall he glad if you will send 

me a--; ,-,oon as po--,ible a deta:led statement di0wing advances, repay

ments, and intt>rc:,t charge,; on the A. C. Fro;.:t Company arrount. The 

Western member;; of the Board liaw thought it desirable that I 1-l1ou'.d 

obtain thi,, information. Your prompt attention will oblige." 

Mr. BRowN1.:-;o: My learned friend and I, I think, are at variance in the 

matter. 
Mr. SYMINGTON: I quite conceive someone arguing the other way. I simply 

think the Commi~:oion ~hould haw it before th1,m. 

His LoRD.;HIP: For whatevn reason m:.iy be ascribed, that is the only rt>plwt. 

that :'.\Ir. Jones made to the :'.\linister, is it? 

Mr. BnowNING: Th:1t is what I wish to gt•f from Mr. Edward:-. The only 

report that has been f:Cnt in is the one utt ar.ht,l to l\Ir. Jonc•c;' letter of 1brc·h 

bt, cxrepting entain othl·r rrports which were S"nt in hy Colonel 1\Iu,-on ?-A. 

Afterward~. 
Q. A very ::,hort time afterward:;; too, I think. 

His LORDSHIP: You need not prol'eed any furtl1er to-night, Mr. Browning. 

We will adjourn till ten o'clock to-morrow morning:. 

(Proceerlings ~tand adjourned at 4.30 p.m. Tut:-day, 6th Ma:v, 1924, until 10 

.a.m. Wednesday, 7th l\I:..y, 1921.) 
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