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Mr. Rem: My lord, before the examination of Mr. Crerar is resumed, I
would like to draw your lordship’s attention to a newspaper report this morn-
ing, an item taken from one of the Toronto papers apparently published in
Toronto this morning, which refers to a payment of $1,500 to Sir Thomas White
for alleged professional services 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 its 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 loardship that Sir Thomas White be recalled at his
convenience some time to relate the circumstances of this payment, 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 Lorbsure: 1 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-cxamined by Mr. Lee, resumed.:

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 company, and I presume that he
was meaning the United Grain Growers’ Association. Is that what I got from
your evidence last evening?—A. No, I don’t quite understand your question,
Mr. Lee.

Mr. LarLecr: I thought that question was answered yesterday, Mr. Crerar

gave his explapation.

Mr. Leg: Mr. Crerar gave his explanation, that it was the United Grain
Growers’ Association, is that my memory of it?

Mr. SymMIxgTON: A polite way of refusing Mr. Haney’s suggestion.

Mr. Leg: In his reply to Mr. Hancy he used the word “ company.” I have
just forgotten what letter it was in.

Q. Do you mean to say that your reference wus to the United Grain Grow-
ers’ Association?—A. In that letter?

Q. Yes, if you will just turn it up, please.

Mr. LarLetr: May 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 communicate to your lordship. It is addressed to me, Home
Bank Commission, Ottawa, and reads as follows:—

« On aceount of insinuations in Globe this morning respecting special
counsel work which I did for Home Bank last August and which I men-
tioned to you I have felt it necessary to make - a statement to the press.
Please explain to Commissioner that no disrespect is implied to Commis-
sion in giving this statement to the press instead of making application
to give it in evidence. Am applying to liquidator for his consent to
testify as to advice which I gave and if Commissioner thinks matter
relevant shall be glad to go to Ottawa at once to testify with reference
to advice given and circumstances. Understand Commissioner may
make interim report upon branch of case 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 message.

“(Sgd.) W. T. WHITE.”

His Lorpsurp: That fills your desire, Mr. Reid.

Mr. LarLetr: 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
mé, that that was mentioned to me after his examination 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, as your lordship may think convenient.

His Lorpszrp: Sir Thomas White has evidently left the matter with you, Mr.
Lafieur, and any time it is opportune to call 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. Larievr: He not only wants to explain 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 case. !

His LorpsETP: Any time you think the occasion lends itself you can pro-
duce Sir Thomas.

Mr. LarLecr: Well, then, how would it be to communicate with him to-day
by telegram to say that we are sitting 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?. ’
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Mr. Remp: Yes, sir. .

Mr. LarLeer: 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.

v His LorpsHir: Yes, indeed.
ll}e/Ir. LarLetr: And will it be too early to present his side of the case this
week ? ‘

His Lorpsuip: Oh, I would not think so, you know what witnesses you
have, Mr. Lafleur.

Mr. Larrecr: I do not think we have many more on this branch of the
case.

Mr. Lee: T was going to suggest, sir, that, when this argument takes place,
the usual rules be not enforced as against the depositors’ counsel. 1 think, if
Sir Thomas White makes his argument, he ought to make it before counsel for
the depositors is called on.

Mr. LarLEtr: Ob, of course, in your presence.

Mr. LEe: Yes.

Mr. SymiNgron: I think you have misunderstood what Mr. Lee said, Mr.
Lafleur.

Mr. LarLevr: 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: T do not like the word “charges”. These are statements of fact.

Mr. Larieur: 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
lordship.

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

Cross-examination of T. A. Crerar by Mr. Lee resumed.: '

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
“company” there meant the United Grain Growers?—A. At that time the
company’s 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
Girain Growers, Limited.

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

Q. Yes—A. Oh, yes. All the assets of the bld Grain Growers’ Company
went into the amalgamation. .

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

Q. Yes. 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.
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Q. When the stock was sold were you the President?—A. Yes, sir. But I
might explain that I was absent for almost two years, with the consent of the
Company’s Directors, when I was a member of Union Government, but I still
retained the Presidency of the Company.

Q. You still retained the Presidency of the Company and the direction of the
Company?—A. No. Our by-laws provide that in the absence of the President
the Vice-President performs his duties.

Q. So 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 being 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 Ottawa a
member of the Government?—A. Yes, sir.

. And he proposed to you that you grant him the proxies to vote those
chares 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 proxies, because you see
your Company was the largest single shareholder in Canada?—A. All I can recall
on that is that Mr. Daly intimated to me that he had a fear that Mr. Haney was
endeavouring to get control of the Annual Mecting which was to be held at the
end of June.

Q. What month was this, do you remember, Mr. Crerar?—A. I think it was
the month of April. ’

Q.  That would be 1919?7—A. 1919. He was afraid that Mr. Haney was
endeavouring to get control 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?—A. That was the impression he left on my mind at
that time.

Q. And did he tell you anything further as to why he wanted the proxies?—
A. No. My recollection is that he made sume remark about Haney being a little
too speculative.

Q. The impression 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. As 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 poxition under your Government?—A. No,
that was prior to that; that was prior to the signing of the Armistice in Novem-
ber, 1918. My recollection is that in the carly part of 1917, at any rate in 1918,
Mr. Daly was in Ottawa a good part of his time working on committeces of
various kinds. I cannot recall what committees, there were a multitude of
them at that time.

Q. Advertising and publicity in reference to the war?—A. If my recol-
lection is right he was on a committee that was considering the question of
re-establishing the soldiers when they returned. .

Q. It is not very material. Well, then, during this conversation, from what
you gleaned, things were not going on very much better among the Eastern
Directors, and that Haney was endeavouring to get possession 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 told Mr. Daly
that our directors wished to dispose of the stock.

Q. You have not answered my question, Mr. Crerar, probably you mis-
understood. 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 stock, 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 buy them.

Q. Well, I don’t think ybu mean that, Mr. Crerar.

Mr. Symingron: 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
might 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 this, that I made
communication to the office in Winnipeg and suggested selling a portion of the
shares. Later on, I got & 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 with 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 $33,0007—
A. Yes. Well, T 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, T do not remember at the moment. It was either our
Assistant General Manager, Mr., Murray, or our Treasurer, Mr, Black.

Q. And it wus either one of these gentlemen who had full control of the sale
of these shares, 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 shares to Daly?—A. The shares were all sold
to Mr. Daly. In the first part of June Mr. Black came to Toronto and the sale
was effected personally 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 been going on
for several weeks before that. .

Q. That was 19182—A. No, that was 1919.

Q. So that, during all this time, you yourself personally were holding your

stock?—A. T 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. My, shares were sold, I
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. T got my dividends up to ‘the time the stock was sold. o

Q. That is, you got the 1918 dividend?—A. Well, I presume I got it for
the period in which I held the stock. .

Q. I believe they paid dividends each half year, is that correct?—A. No,
T think the dividends were paid quarterly, that is my recollection.

Q. And then you sold your stock you say about when?—A. My recol-
lection is that the first part I sold was in the summer or early autumn of 1918.
I cannot recull just the exact date.

Q. 19187—A. Yes.

Q. And the balance?—A. The balance was sold, I think, in March, 1923.

Q. And your shares, you say, were not sold to Mr. Daly. I won't ask who
they were sold to, but they were not sold to Mr. Daly?—A. As a matter of fact,
I cannot*say to whom they were transferred.

Q. You sold them through a broker, I suppose?—A. Yes.

Q. Were there any of the shares still outstanding 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 business with the Bank before that.

Q. How long before?—A. In September, 1917.
~ Q. And I suppose your reason for ceasing to do business was the general
knowledge you had regarding the Bank’s condition, 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 sir.
To the second .part I would answer this; that in August, 1917, when Mr.
Haney returned from the coast on the occasion ofshis trip to the west 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 which I referred to yesterday. When
Mr. Haney returned from the coast I discussed our arrangements for credit for
that year with him, I told him what our requirements would be, which as T
recall now was some three and a half or four million dollars, I gave him an
estimate 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 assured me then; if your statement, of profits is approxi-
mately correct we will have no difficulty in arranging a line for you. I accepted
that. In September we got a notice from the Bank that our credit was cut
down to $£1,000,000. At that time, us I recall, we were using about $600,000
and were right in the midst of the grain 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
say the reason given was that the Bank required its funds for Government
financing but at the very moment that credit was cut down the Bank had
arranged with the Assistant Receiver-General in Winnipeg to secure advances
up to $4,000,000 against the lodgment of grain securities, railway bills of lading
and warehouse receipts for grain—
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Q. That is grain receipts generally, not of your company alone?—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 small accounts
of a few thousand 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 securities
that we hand to him over to the Assistant Receiver-General and get the cash
and give it to us; 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 anothér 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 payments, our staff was paid by cheques on the Home
Bank, or rather the money was deposited to the credit of the various members
of the staff in their accounts in the Home Bank under a system we had worked
out. But that wak only a small matter, it was not a credit for doing business.

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

Q. And naturally you would desire to be rid of your stock safter 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.'Daly?—A. Mr. Daly paid for the stock; I
do not wish to be understood that 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 number of shares that you sold him?—A. T think prob-
ably a few over the thousand, I cannot recall the exact number.

Q. When that transaction took place the United Grain Growers Limited
ceased all connection with the Home Bark?—A. Yes.

Q. And have ncver had any with them since?—A. Not beyond this small
account for paying the staff.

Q. I was speaking to you yesterday about this correspondence that you
and your fellow Western Directors had with Sir Thomas White, and then the
suggestion made by Mr. Haney that your company advance $50,000 to the
$200,000 pool?—A. I do not take it that Mr. 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 used the word “ Company ”"?—A. I will read it.

“1 note what you suy in respect to a pool to support the stock. T
cannot of course say at t,h}e moment what we can do—"



472 ROYAL COMMISSION

Q. Who did you mean by “we "?—A. Well, I meant the Western friends
that he referred to.

Q. Did you mean Mr. Persse and Mr. Kennedy and yourself or did you
mean the United Grain Growers Limited?—A. Well it might have embraced
the whole, I cannot recall at the moment what I had in mind.

“Tf 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 Mr. Haney, as 1 said yesterday, 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 reply April 8th, 1916.

Q. And the purpose of Mr. Haney at that time was to hold the stock up to
80, apparkntly?—A. I do not know.

Q. Apparently so irom the correspondence?—A. That could be drawn from
his correspondence.

Q. Then the Bank scemed 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, when its stock had to be supported in this
way; that is with your previous knowledge and complaints to the Minister of
Finance?—A. I do not know that Mr. Haney’s letter contributed any to my
knowledge of the bank’s position or gave me any impression, I do not think it
did.

Q. But it did not help to improve the position 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 beginning of 1918, along through
January and February, shortly before your retirement?—A. The position of?

Q. Of the bank, as far as you were aware?—A. I had no direct knowledge.

Q. Except from the General Manager?—A. I had no direct’ knowledge, as
I stated yesterday I cannot recall attending meetings in the East in 1917.

N Q. Or 1918, would you put it that far?—A. As I stated in my evidence
yesterday I came to Ottawa early in October, 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. 19187—A. Yes.

Q. Therefore you do not know anything either shortly prior to your joining
the Union Government ,or subsequent?—A. No, my mind was very fully
employed at that time.

Q. Yes it would be of course. And I sce the date of your resignation was
January 9, 19187—A. I wrote it on January 3rd, it was accepted at a meeting
on the 9th probably.

Q. And they passed a very nice resolution to you for your kind assistance?
—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 expression that probably I thought it was politic as a mun in public life
to make.

Q. And they also thought it advisable to send you the usual honorarium for
your services?—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. T do not recall it
but I probably got that letter.

Q. This letter is dated June 26, 1918. Have you the original letter?—A.
No 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 was left here and part taken back home. ‘The letter might
easily get mislaid, I think it likely I received it.

EXHIBIT 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,—I herewith enclose you cheque for $500, Directors’
fees of the Home Bank for the past year. T make this for the full term of the
year, as your successor was appointed only shortly prior to our Annual Meeting,.

As you 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.

I am, yours sincerely,
Hon. T. A. CrERAR,
Minister of Agriculture, ,
Ottawa, Can. .

Mr. McLaveHLIN: Who signed the letter? J

Mr. Lee: Well it is from Mr. Haney’s file.

Mr. SymiNgron: I want it made clear that although we have no objection
to that letter, the letter is not proved. i

Mr. Lee: If my friend makes any objection we will withdraw it.

Mr. SymineToN: 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

Orrawa, 28th June, 1918.
M. J. HaNEy, Esq.,
President, The Home Bank of Canada,
Toronto.
Personal.

Dear MRr. HANEY,—I 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
present year, further than a statement of the profits made—which wonld
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indicate, as you state, that fair progress had been made during the year. I trust
your expectations for the pre-ent year may be more than realized and that
the year you are just entering will be the best in the bank’s history.
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 recollection.

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

Q. Probably this is a much harder question: Can you tell me the date on
which the United Grain Growers, Limited, received their last dividend upon
their stock?—A. That would be in February, 1919, I should think. The divi-
dends were paid quarterly as T recall on the 1st ‘day of March, June, September
and December.

Q. And that dividend was 7 per cent, was it?—A. 5 per cenf. In 1918 it
was 5 per cent, that is my recollection, it was after that it was raised.

Q. Do you recollect being present at a meeting in 1916 at which the Board
gave consideration to the passing of their dividend?—A. 19167

Q. Yes or 1917?7—A. No, I -do not recall that, as I stated yesterday my
recollection is that that was discussed at a meeting in May, 1915.

Q. Then during 1916, 1917 and 1918 while you were on the Board?—A. 1
was not on the Board in 1918. I resigned on January 3rd.

Q. Then in 1917 you heard no discussion between the Directors as to pass-
ing the dividend?—A. No, I have no recollection of such a discussion.

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

Q. Did it not occur to you in the terrible condition of this bank in 1915,
1916 and 1917 that it was an unusual thing to go on paying dividends to your
shareholders?—A. I cannot say that it did. Let me say this, that in our meet-
ing in March, 1916, we gave consideration particularly to the three large
accounts. In respect to the other Toronto accounts which were more or less
inactive at that time, the Eastern 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 bank, knew their business and
the conditions there better than we did. As far as the large accounts were con-
cerned,—I am speaking now of the New Orleans, the Pellatt and the I'rost
accounts, we considered that in the light of the information we had, on the New
Orleans account a report from Mr. Haney who was himself an engineer and he
had secured according to my recollection an engincer in New Orleans to report
on the value of that property and that report was favourable, we had Mr. Lash’s
report on the Pellatt account and his judgment was that the Pellatt account was
secured. On top of that we had the cruisers’ reports on the timber involved in
the Frost account, and the result of Mr. Haney’s trip with myself to Van-
couve .

Q. And besides that you had the Lacey report?—A. We had the original
cruisers’ reports on which the bank got the timber, confirmed by the Lacey
report. 1 am not certain that the Lacey report covered all the timber but it
satisfied us as a check on the original reports. Those cruicers showed that there
was over one and a half billion feet of standing 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 manufactured. The remainder
was held under license upon which there was a tax of so much a year.
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As I stated 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-President, 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
business; Mr. 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: Now 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.
Fisher 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 letter was shown
to me at the time.

Q. And you’had also this feature before'you, that you had been asking 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 was made that Mr.
Haney and Mr. Machaffie were going to make an inspection and you never saw
a report of Mr. Machaffie’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?
I—A. No, I did not have as full information .myself on these accounts as I had
ater.

Q. But as far as the Bank’s general condition was 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 been 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 was 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. Machaffie.
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Q. Did Mr. Machaffie ever make a verbal report to you?—A. Mr. Mac-
haffie attended the Directors’ meetings and these accounts were all discussed at
those meetings.

Q. And you, having the most absolute confidence in Mr. Machaffie, were
satisfied?>—A.. I felt that with Mr. Haney and Mr. Machaffie there things were
going as well as could be expected.

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 understand 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 Orleans 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. Then you did not make a very full investigation, or Mr. Machaffie did
not tell you of the sale of those securities?—A. When I stopped ploughing the
furrow as you suggest, in March, 1916, let me repeat, we had Mr. Lash’s opinion
on the Pellatt account, there was the question of seeing that the securities were
in proper legal shape to which Mr. Lash had given his attention. There was
Mr. Lash’s view as I recall it that there would ultimately be no loss in the
Pellatt account. We had the additional information on the timber, our judg-
ment may have been wrong but it was an absolutely honest judgment at that
time.

Q. Quite so, I am not questidning your honesty or your judgment, but I
want to get at this fact, that in 1917 the Frost account had not improved, it wus
a frozen asset; the New Orleans account had not improved but had gone back-
ward; the Pellatt account had not improved exeept by way of sale of the
securities which you now tell me you never knew of, so that the only thLing
left waus that you must have been satisfied with what Mr. Machaffie and Mr.
Lash told you?—A. Yes, we had confidence in Mr. Lash and Mr. Haney and
Mr. Machaffie.

Q. 1 might tell you that these securities of Pellatt’s were sold between the
months of September and December, 1916, that was not told you, was it?—
A. I do not rceall that T knew it.

Q. You would recall it if it had been told to you?—A. I cannot =ay, it is
very difficult to throw one’s mind back seven or eight years and recall all those
details.

Q. I know it is, just as it was with Sir Thomas White, his memory was
marvelous, I wonder sometimes how good it was. But the Pellatt account you
knew at that time was what would be termed a frozen account?—A. Yes, it
was undoubtedly a frozen account at that time.

Q. And as far as you were concerned and as you recollect now neither Mr.
Machaffie, Mr. Lash or General Mason told you about the sale of Pellatt’s
securities whereby the account was made to look better?—A. T cannot recall that.

Q. Therefore did you think that, your duty was ended by just looking into
these three or four accounts, after you had asked for a full inspection of all the
accounts of the bank?—A. You have the impression that our consideration at
Directors’ meetings was confined to these three accounts. As a matter of fact,
the large accounts of the bank were discussed, my recollection is quite clear that
in respect to these Toronto accounts particularly the view of the Eastern
Directors 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 $25,0007—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. Machaffie in March- of that
year.

Q. You made splendid efforts up to that time, you and the Western
Directors, and you were in possession of 1,000 shares 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. Tt would start 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 situation?—
A. Well, the facts are in evidence.

Cross Examined by Mr. Browning:

Q. Referring to Exhibit No. 83, page 173, the letter of Mr. Lash and Mr.
Haney to Sir Thomas White. The second paragraph from the bottom.

“I mention the Winnipeg Directors and Mr. Harfey specially, on
account of their position, and the understanding 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. Yes, I have got it before me now.

Q. From that time forward were the sentiments expressed by Mr. Lash ever
given cffect to and were the important affairs of the bank under your guidance
in co-operation with Mr. Haney?—A. No, I would s.y they were not. The
attitude of the Directors was this.

Q. I just want to know if they were as a matter of fact?—A. No, because
we were only attending meetings in Toronto very casually.

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 Mr. White one way or the other in regard to
that?—A. T 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 sent him on March 20th.

Q. But you were never asked whether Mr. Lash’s promise or assurance to
Sir Thomas White, the Minister of Finance, was being implemented in any
way ?—A. No.

Q. In 1916, you and Mr. Haney visited the limits in British Columbia?—

Yes. i

Q. You did not see them or examine them in any way, relying on the
cruisers’ reports as to their contenfs?—A. Yes.

Q. And taking the then prevailing war prices of timber, you found that
the margin of security was about 25 per cent ; 24 millions and about 1,750,000 7—
A. As I recall it, Mr. Browning, our estimate of the value of that timber was
about 2 million dollars or possibly between that and 24 million doMars.

Q. And the loan was $1,750,0007—A. That is my recollection.

Q. Mr. White told us in his examination that there was g 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 which I referred to, of March 23, 1916, or the letter from Mr. Lash
to him, paragraph 7, Mr. Lash refers to your report respecting the British
Columbiu situation?—A. Yes.

Q. And to your knowledge did the Minister of Finance 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 Finance had an opportunity of
knowing exactly what the loan was, $1,750,000?2—A. I think that was reported
to him.

Q. And also as to the amount of the loan, between 2, and 24, and 2% mil-
lion?—A. I don’t know what information mgy have been conveyed to him.

Q. But he had ample opportunity of knowing all those facts?—A. I should
say so.

Q. And I presume you did not inform the Minister or the Board of your
opinion as to the stability or instability of the security? You were not out
there for that purpose?—A. No.

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. 1 am not questioning anything you did.—A. T thought there was a value
there of 24 million dollars or probably in excess of that.

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 prices. I am referring to Sir Thomas
White, not to you, Mr. Crerar, just now.—A. I might say in respect to that,
that as far as my information goes the/value of logs increased very considerably
after that period, on the Coast.

Q. But you know as a practical business man, much better than T 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 is not what it was.—A. T have no informa-
tion on Coast timber.

Q. As a matter of fact these limits have been held from before 1916 o 1923
and have never been sold?—A. I have no knowledge of whether they have all
been held or not, other than what I have seen in the reports since the bank
failed.

Q. Were you ever communicated with by Sir Thomas White, following the
letter of Mr. Lash to you, notifying him that you had visited these limits?—A.
I cannot recall,

Q. Would you not recall if you had received any request from Sir Thomas
White for information?—A. I know I had no letter from Sir Thomas White in
respect to these accounts.

Q. Had you no letter from Sir Thomas White respecting your visit to
British Columbia, or any conversation with him in regard to the value of the
security 7—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 present time?
—A. That is my recollection. '
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Cross-examincd by Mr. Rcid

Q. Mr. Crerar, you admitted yesterday that you were elected a Director
of the Home Bank in May, 1910, and you continued to be a Director until you
resigned on January 9, 1918 —A. My resignation was accepted January the 9th,
that is correct.

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

Q. T beg pardon?—A. My recollection is that I had gone on the Board of
Directors or been appointed to the Board of Directors in May, 1910.

Q. And you were re-elected each year after that up to the 9th January,
1918, when you sent in your resignation?- -A. Yes, I sent in my resignation on
the 3rd of January.

Q. But vou were re-elected each year between May, 1910, and the 9th of
January, 1918, as a Director?—A. Yes.

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

Q. Now I notice that at the annual mceting held on the 25th June, 1918,
your resignation was accepted because you had accepted a position as a Min-
i-ter of the Crown?—A. My resignation had been accepted on the 9th January.

Q. T am speaking now of the official report of the proceedings at the annual
mecting of the 25th of June, 1918 —A. I think that was simply an intimation
that it had been accepted on the 9th January. .

Q. We will come to that later on. The annual report printed and presented
to the shareholders by the Directors each year between 1910 and 1918, when you
resigned, was the annual report presented to the shareholders by all the Directors
of the Home Bank.—A. It was the report submitted to the shareholders, yes.

Q. That is not what I am asking you. I say that the printed annual
report, sent through the mails of Canada and delivered by post to every shure-
holder of the Home Bank, was a printed annual report containing the Directors’
report, and the shareholders’ report, and the President’s address, and other
mutters, 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 the
shareholders at the annual meeting.

Q. And approved and sanctioned and ratified by the Directors?—A. It
was 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 can hardly do that, because I think there were only two occasions on which
I was present at an annual meeting.

Q. We will come to that later on. As a business man, when a business
man is asked to join a firm or to invest his money in a business, or to become
connected with any business enterprise, isn’t it ordinary business prudence
and commonsense that the first thing any such man does is to make himself
thoroughly acquainted with every detail of'the business in Wth}ﬁn he is asked
to invest 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 business man of ordinary prudence and commonsense would do?—A. I don’t
think T can answer that question. I think individual opinions on that_would
vary.

Q. T put it to you yourself, personally; asked to become connected with an
enterprise with millions of dollars of assets and millions of dollars of money
at <take, asked to invest your money either as a Director or shareholder, would
you not make reasonable ordinary inquiries which an ordinary business man

787232 !
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should do and would do before he entered upon any such undertaking?—
A. No, I have frcquently gone into business ventures on the recommendation of
friends in whose judgment I had confidence.

Q. Then when you became a Director of the Home Bank in May, 1910, did
you make any inquiries or acquaint yourself 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. Did you take the bank’s printed reports and go through them?—A. I read
the reports and looked at the statement of assets and liabilities, I presume. I
cunnot recall everything I did in detail fourteen years ago, when I went on this
Board.

(). You were satisfied at that time that the Bank was in a good position
and that you were ready to risk your money and give your services and ability
to the further progress of the bank?—A. Yes.

Q. Now having been elected a Director of the Home Bank of Canada, I
presume that you, as you said yesterday, realized that you had become a Director
and assumed the responsibilitids 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 business, and that we considered Western businesx.
My recollection is that our Western Committee had meetings weekly, that the
applications for credits, from the Western branches, came before the Committee;
that our recommendations were made upon those applications and they were
forwarded to the head office; and during the period from the time I became
a Director in May, 1910, until November, 1914, I had attended, to the best
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 that you became a trustee of the property and the money and the
as-ot= and of the interests of all the shareholders and depositors of the Home
Bank of Canada?—A. T don’t know that 1 gave con<ideration at that moment
‘to all the points you mention.

Q. I am not asking you that. I say that when you became elected as a
Director of the Home Bank of Canada, realizing you say 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 shareholders
and depositors of the Home Bank of Canada.—A. I became a Director of the
institution with the responsibility that attuched to that.

Q. And a trustee?—A. In the ordinary sense that any Director 18 a trustee,
1 suppose.

Q. And you became a guardian of all the financial interests and of all
the asscts of the shareholders and depositors of the Home Bank of Canada?—
A. T don’t know just what you mean by the term “ guardian.”

Q. I say you became a trustee and guardiun of the property and money and
of the interests and asscts of the sharcholders and depositors of the Home Bank
of Canada, when you were clected a Directer?—A. I became a Director in the
sen=¢ that a person ordinarily does ¢nd with the responsibilities that are uzual.

Q. Don’t hedge, Mr. Crerar; I am asking you if you realized your respon-
sibility as a Director, and by reason of becoming a Director, that you became
a trustee and guardian of the as-ets, property and money of all the shareholders
of the HHome Bank of Cenada?—A. I wish to say this, Mr. Reid.

Q. I ask you if you realized that? And you may give your explgnation
afterwards.

His Lorpsire: Just a moment; I wish to ask a question. ~ What were you
about to say, Mr. Crerar?—A. I was about to say, my lord, that I realized that
I was a Director of the institution with the responsibilities that ordinarily
appertain to a Director.
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Q. L think Mr. Reid’s question is direrted to this. You confined, in your
reply, your oversight to the Western end of the business. 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 interests of the bank in its
Western connection, but that you were responsible to the bank as a whole. Is
that the drift of your question, Mr. Reid?

Mr. REm: Yes, my lord.

His Lorpsuip: I think that is the point he is directing your attention to.
Mr. Crerar?—A. Well, I reulized that I was a Director of the Bank, but it was
impossible for a Director in Winnipeg to attend the ordinary meetings of the
Board in Toronto.

His Lorpstie: That is another matter. You have got an affirmative
answer to your question, Mr. Reid.

Mr. Rem: Yes, you realized vour position as a trustee and guardian of the
property of the bank, as a Dircteor; 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 trustee and guardian along the lines I
suggest, in the interest of everyone, having property and money in the bank?—
A. T 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. Symingron: That is not a fair question. My friend may be wrong.

Mr. LarLeur: 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 LorpsHip: The law imposes those responsibilities upon him, whatever
they were.

Mr. Rem: Then I will ask you this: you realized that you held a position
of trust and responsibility towards those whose interests were at stake in the
Home Bank?—A. Yes.

Q. Now at that time, you were considered in Western Canada, and no
doubt in other parts of Canada now, as a man in whom the public in the West
at lcast, and in other parts of Canada now, had great confidence?—A. Not at
that time; I held a very modest pozition then.

Q. In Western Canada, in your own immediate neighbourhood, you were
looked up to as a man of outstunding ability, and as a man in whom the public
had great confidence and in whose opinion the farmers and grain growers, ut
any rate in Western Canada, placed a great deal of faith in anything you would
say or do.—A. No. I cannot udmit all that. My position was this: I became
associated with the Grain Growers’ in 1907, entirely unknown, and I don’t
think that my reputation, or the general knowledge possessed by my fellow
citizens of myself, at that time, was very great.

Q. But between the time you were clected a Director of the Home Bank
in 1910, and 1918, the confidence and faith of the people in Western Canada,
held by you, increased considerably?—A. I hope it had made some progress.

Q. And they would put a great deal of reliance and faith in any public
undertaking or any public enterprise or industry or financial institution with
which you became 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

uestion. .
4 Q. But T sdy it would lead you to think that that would be the case?—
A. 1 believe that a good many people had confidence in my judgn?ent and in
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my integrity. I am very'modest, Mr. Reid, and I don’t wish to =ay anything
that would be otherwise.

Q. T am coming to something in a moment that will lead up to showing
the position you occupied in the West. Being in this position of trust and
responsibility as a Director and as a guardian of the people’s interests in the
Home Bank, as a trustee, you could keep the sharcholders and depositors of
the Home Bank thoroughly informed and posted at any time you desired to
do so as to the financ'al position of the Home Bank from time to time.—
A. I don’t quite understand your question.

Q. T say that being in the position of a Director and guardian and tru-tee
of the Hume Bank, you were in a position to give the shareholders and depositors
of the Home Bank all the information that was possible to get from time to
time in regard to the financial position and standing of the Home Bank of
Canada.—A. Do you mean that I could have published that information.

Q. No, I say that being in the position vou were, you could at any time
vou so (e~‘red have taken the sharcholders or the depositors into yoar coun-
fidence end given them information which they could not otherwi-e obtuin.—
A. I could have told them everything I knew about the bank’s business, I
suppose.

Q. Which would have given them inside information a< to the financial
position of the bank during the period that you were a Director?—A. I presume
it would.

Q. You could have done that?—A. That could have been done, yes. Any
Director could have done that.

Q. Now to sum up what I have said, in short your position was this, thut
the interests wnd safety of the shareholders and depositors of the Home Bank
of Canada was to be vour first and <hould have been your chief consideration
as a Director of the Home Buank of Canada?

Mr. LarLEvr: Surely that is not relevant to this inquiry. TIs the learned
Counsel trying to make out a wcre against the old Directors or against the
Government? We are now investigating a claim by the depositors against
the Government. 1 do not think this is germane to the inquiry. I do not
want to object, because ultimately the doors will be thrown open to all kinds
of questions, but it seems to me that while we are on this branch of the case,
we are not advancing it by that sort of question.

Mr. Rem: I want to lead to a certain point and then I will come to the
dotails that we have been discussing this morning for the last half hour. Ido
not intend to labour this very long; I want merely to lead up to a certain point
to ~ee what the position of Mr. Crerar was and is with relation to the share-
holders and depositors.

His Lorpstip: I will not stop Mr. Reid now.

Mr. REip: As a Director of course you were supposed to direct the business
of the Home Bank?—A. Yes, and we did. We discharged our duties on the
understanding on which the Western Committee went upon the Board. I want
to make it clear that it was not expected by the Directors in the East, or as far
as I knew by anyone clse, that the Western Directors, Mr. Kennedy, Mr. Persse
and myself would be present at Directors’ meetings in Toronto and scrutinize
the business that came before the Board. That was a physical impossibility.

Q. That is a matter of law as to whether you were bound to do that or
not—A. But we did have our weekly meetings in the city of Winnipeg and we
passed upon the applications for Western business. The conditions surround-
ing business in that territory were more familiar to us thansthey 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
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of the meetings of the Directors of the Home Bank for that complete period?—
A. Did I sign them?

Q. Yes—A. No, I signed no minutes.

Q. You were a Director of the Home Bank of Canada but you did not
sign the minutes of the Home Bank?—A. The minutes of meetings, no, as far
as I know the President and Seeretary or the General Manager signed them.

Mr. LarLEvr: The Secretary would sign them.

Mr. SymingToN: I-do nét know of any bank where the Directors sign the
minutes of mectings.

Mr. Rem: Did you give your approval and sanction to everything that
was done at the meetings of the Directors of the Home Bank during that
period?—A. No, I did not.

Q. Up to the time that™you started to protest in 1916?7—A. I thought your
question, Mr. Reid, referred to matters 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 minutes of the meetings of Directors of the Home Bank of Canada.. A.
Pardon me, I wus going to say that it might be my stupidity in not understand-
ing the question.

Q. No, we were at cross purposes. Let me explain this: T am not
assuming that there were two sets of minutes kept at all ; 1 am speaking of
the minutes of meetings of Directors of the Home Bank, held, I don’t care
whether in Vancouver or Toronto or anywhere else,” I am speaking of the
minutes of the Directors’ meetings of the Home Bank of Canada and I want
to know what knowledge yvou had of them.—A. If you will give me a moment I
will answer,

Q. That is the idea.—A. May T proceed?

Q. Certainly.—A. The minutes of the Western section of the Board were
approved by the Western Dircetors weckly. The minutes of the Eastern sec-
tion of the Board, held in the city of Toronto, were not approved or considered
by the Western Directors, because they were not present at the meetings either
at which the minutes were first made or at which they were approved. Do
I make myxelf clear?

Q. Then the Directors of the Home Bank of Canada, or the Board was
sort of divided into compartments for the purpose of carrying on the business
of the bank?—A. Well that may be a fair assumption to put on it. I have
alrcady explained that the Western Directors were a committee to consider
and pas< upon and approve Western busine:s.

Q. Did you pass upon and approve of all applications for loans made to
the Home Bank of Canada? .

His LorpsHip: That includes both Toronto and your own Western terri-
tory?—A. No. \

Mr. Rem: You did not?—A. No. If you are referring to Eastern busi-
ness, no. ’

His Lorpsuip: He is referring to Eastern business because he says to all.

Mr. Rem:  Perhaps my view of the entity of a corporation and the acts of
Directors and shareholders do not meet 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 rfever heard of it before as you have mentioned it now, being
divided into compartments with responsibilities for certain business, say °
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 speaking of the Board of Directors
of the Home Bank of Canada as a Bourd and I want you to keep that in mind
when you answer.

Mr. LaFLELR: The witness has given the facts. I do not know that it is
usoful to discuss now the propriety of this arrangement. That is a matter of
argument.

Mr. Rem: Did you investigate as a Director of the Home Bank the securi-
ties and assets of the Home Bank, during the time you were a Director?—A. I
stated in my evidence yesterday, Mr. Reid, that the Western Directors came
to Toronto in November, 1914, and sct on foot certain inquiries and asked for
information respecting certain accounts 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 Bank, until
November, 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 which you appear as a Director, there is a report by the Directors to
the chareholders containing a lot of information about the West and so on, and
one paragraph in the Directors’ Report says that the usual examination by the
Dircetors of the treasury and securities was mude. Did you make that exam-
ination of the treasury and securities of the Home Bank of Canada in 1910?—
A. Do you mean personally?

Q. Yes.—A. No sir.

Q. Then that is mot a correct report of the Directors of the Home Bank of
Canuada to the shareholders in that year?

His LorpsmIip: That is a matter of argument. He did not do it at any
rate.—A. I cannot pass any opinion on that.

Mr. Remp: What I say is that this is a report of the Directors of the Home
Bunk of Cunada to the shareholders for 1910 and there is a statement in it that
the usual examination by the Directors of the treasury and securities was made.
—A. Well, I don’t know that the Directors personally made that examination.

Q. You did not do it?—A. I have alrcady told you I did not.

Q. Then in the annual report of the Home Bank for the vear 1911 there 13
a report 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 Directors of
the Home Bank.—A. I think that was the only occasion on which I was present
in Toronto between May 1910 and November 1914.

Q. And Mr. Thomas A. Crerar, the President of the Grain Growers’,
Limited, addressed the shareholders to the following effect?—A. I can recall
that.

Q. You said that it gave you great pleasure to be present at the annual
mecting, the first time you had had the privilege of attending. The manage-
ment. and shareholders were to be congratulated upon the excellent showing
for the past year. The progress had been satisfactory and augured well for the
future. Then you said that you would ltke to see' the capital of the bank in-
creused, and it was moved by Mr. Crerar that the thanks of the shareholders
be tendered to the General Manager und other officers of the bank for the effi-

)

cient manner in which they had respectively discharged their duties in the past’

year.

His Lorpsuip: Is that 19117

Mr. Rep:  Yes.

Mr. LarLevr:  That is not within the period complained of by the present
depositors. Again I make that observation not with a view of formally object-
ing, beeause ultimately we will have to go into that question, but at present it
is a little premature and not germane to the present inquiry.

-~
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His LorpsHip: No, not immediately. However, we have not held the
reins very tightly during the progress of the inquiry and I understand you are
not objecting.

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

Mr. Remw: I will not take much time.
His Lorpsuip: You have not taken much time in the inquiry.

Mr. Reip: I want to connect up Mr. Crerar’s directorate, from the time
he became a Director until he retired, to see exactly what he did. It is recorded
in the printed literature.

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

Mr. Rem: I want to find out what Mr. Crerar’s view was, of the financial
position of the bank from the time he became a Dircetor until he resigned, and
I will refer him to the report of the curator made to the Supreme Court of
Ontario, referring to the particular period when he passed a vote of thanks 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 declared 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 the good showing made. Mr. Clarkson, the liquidator
of the Home Bank of Canada, in his report to the Supreme Court referring to
the same period, says at page 220, that in the financial year which commenced
on June 1st, 1910 and ended May 31st, 1911, the paid-up capital of the bank
increased to $1,264,000; while the rest fund showed 2124,000. The profits of
the bunk 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 interest on advances to Frost & Co., which
commenced to be made in this year; and 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. against 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
earned?—A. 1 knew nothing of these circumstances. I repeat, Mr. Reid, that I
knew nothing of the bank’s business in Eastern Canada at that time.

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

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

Mr. Rem: Now speaking of the agitation and negotiations which were
going on between you and Sir Thomas White and others, to obtain an outside
audit of the bank, to make a long story shott it was finally called off and there
was no audit from the outside, but the arrangements were that there should
be an investigation from the inside and the reasons they gave to you were
that if an audit were made from the outside, information might leak out and
swould probably cause damage to the bank, or it may be cause a run on it;
that was the chief argument used against an outside audit—A. That was the
view held by the Eastern Directors, that such a step would mean the closing
of the bank’s doors, with heavy loss probably to depositors as well as share-
holders. J

\
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Q. Now at that time, if that argument prevailed, as it did, and was to be
continued into the future, Government inspection of banks of course would
be tabooed 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 Merchants’ Bank wus
taken over by the Bank of Montreal, there had been an outside examination
going on by the officials of the Bank of Montreal for six months 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 hcard it stated. I believe I read it in
the newspapers in a report of the proceedings before this Commission.,

Q. I did not know they had mentioned thut.—A. I read it in the news-
papers anyway.

Mr. LarLcur: That was made a subject of my examination of Sir Thomus
White. T asked him about it—A. Probably that was it.

Mr. Rem: I am coming to other banks as well. At the time the Merch-
ants’ Bank investigation wus going on, effected by outside official:, you were a
member of the Union Government.—A. At the time of the Merchants’ Bank?
When was that?

Q. In 1921.—A. No, I ceased to be a member of the Union Government
early in June, 1919.

Q. Then I beg pardon. Well, quite recently the Bank of Hamilton has
been taken over, by the Canadiun Bank of Commerce I think, and they con-
ducted an outside audit and investigation for some months before taking it
over. Do you think they did wrong in doing that?—A. T have no opinion to
pass on it. I presume they did perfectly right. I do not know.

Q. And the Banque Nationale which was recently absorbed by the Bank
of Hochelaga had an out<ide auudit conducted for over a year, and was under
supervision and the Canadian Government loancd nearly 8 million dollars 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. 1 have no opinion on 1t. I was not awuare of the facts and [
have no oceasion to hold any opinion upon it. '

Q. What I want to point out to you is thi~, that had you done your duty
as a Director and persisted in your efforts to get an-out<ide audit ahd it had
becn carried through as requested by the Finance Department, the outside
audit might not have affected the Home ‘Bank at all—A. I cannot say as to
that. I cannot say what the result of such an audit would have becn on the
bank.

Q. You can sce the results in other cuses of much more importance—A. I
-can only say that at that time T acted according to the best judgment I had, and
I may add, Mr. Reid, that I do not pretend to be infallible on this ur anything
else.

Q. Now, Mr. Crerar, speaking of the Prudential Trust account which you
investigated to some extent, up to the time you resigned in January, 1918, did
you ever find out what the reason was why the Home Bank was not repaid
the $500,000 which they had loaned to the Prudential Trust?—A. Yes, my re-
collection is that Mr. Anglin, I think early in 1915, expressed the opinion
that the sccuritics held on this railway, or property, in New Orleans would
have to be realized upon before action could be taken against the Prudential
Trust. I have a recollection that there wa< something of that kind, but let me
repeat again that it is very difficult to go back eight years and remember
details of conversations,

Q Do vou not know as a fact that finallv when a claim was made against
the Prudential Trust, that they pleaded the Statute of Limitations and refused
‘o pay it at all, whether they were liable or not?—A. I was not aware of that.

!
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v Q. Don't you know now, as a Director of the bank up to 1918, that they
refused to pay that amount because the Statute of Limitations had run against
the claim?—A. When was that refusal made? i

Q. That is a matter of evidence in other cases. 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 somewhere but I am not certain of that. I think
there was some reference to it.

Mr. LaFLEtr:  In evidence in this inquiry?—A. In the evidence; in a news->
paper report of it.

Mr. Symingron: The Statute had not run when you were there.

His Lorpsuip: It was running fast then, but it had not got to the goal.

Mr. Rem:  Now it appears from the list of shareholders that you at one
time*had quite a large number of shares in the Home Bank of Canada.—A. I
think T had 66 shares at one time, Mr. Reid.

Q. 40 shares according to the annual report of the Home Bank of 1910, and
in another report it has gone up to 66. Was that the largest number of shares
that you ever held in the Home Bunk?—A. Yes.

Q. How much did you pay for them?—A. My recollection is that I bought
those shares in 1909 or 1910 at $124 or $125 a share. I cannot recall the precise
amount but it was over $120.

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

' Mr. Symingron: The evidence is in that he sold those shares.

Mr. Rem:  Oh yes, he sold those shares. Now you sold that stock in 191? or
a part of your own stock.—A. T sold a part of my holdings in 1918.

Q. And the balance in 19237—A. Yes.

Q. When you had full knowledge 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
Home Bank you unloaded 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 witlr your knowledge of the position of the Home
Bank finanaally?—A. No, that is wholly incorrect.

Q. Well you sold your stock in 1918 —A. I sold a portion of my holdings
in 1918.

Q. And when you sold them in 1918 you knew then the financial position
of the Home Bank?—A. I had my general knowledge of the bank’s affairs.

Q. Inzide information?—A. I had no more inside information than 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 ge'ting into a good position,
and I did not sell my shares, if your question implies that, because T had a doubt
as to what might happen the bank.

Q. I certainly wish to make it clear that with your knowledge of the
financial position of the Home Bank, from inside information and inside sources,
which the ordinary shareholders and depositors did not have, you unloaded your
stock, which at that time had no value whatever—A. No, that is a wholly wrong
inference.

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 statements in evidence before the Commission, even this
morning, showed that you then realized the utter loss that the bank was in, such
a bad position that you suggested a merger—A. I don’t think I made that
suggestion. The only suggestion there was, was in my letter to Mr. Hancy of
April the 8th, 1916. That letter was referred to yesterday by both Mr. McLaugh-
lin ard 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. Because I
needed the money.

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

(). But when you needed money at other times, you borrowed from the
Home Bank?—A. Yes, und I beligve I was owing the Home Bank some money
at thix time. Probably I did not want to borrow any more. I do not recall the
particulars.

Q. What I wish to make plain is this, that you did not tell the persons to
whom you sold that stock, the financial position of the Home Bank of Canada.—
A. No, I thought the position of the Home Bank was all right at that time,
and I sold my stock and I don’t know who bought the stock.

Q. What reason had you to think tlhe Home Bank of Canada was all right
at that time?—A. Because T had confidence in the management of the Bank at
that time, and 1 thought its position was improved.

Q. With three times the amount of its capital out on three loans, as sug-
gested in that letter of Mr. Lash, the capital of the bank gone, its rexerves im-
paired, the values of everything decreasing, no market for the stock, the stock
down to 75 and in one instance to 60, you then at that minute unloaded your
stodk on the public with that knowledge?—A. I sold my shares some time in
the summer or autumn of 1918, according to my 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 stock was sold.

Q. Now in 1913, on your suggestion that you thought the capital stock
of the Home Bank should be increased, do you remember putting through a
bylaw increasing * the capital stock of the bank to $5,000,0007—A. At what
meeting was that put through?

Mr. SymiNGgToN: You mean $500,000, don’t you, Mr. Reid?

Mr. Rem: No, I don’t; I mean $5,000,000. In the annual report of May
31st. 1913, there is a bylaw moved by M. J. Haney, bylaw No. 10, providing
for the increase of the capital stock to $5,000,000.—A. That is passed by the
shareholddrs.

Q. That is passed by the shareholders, and the report of the Directors goes
out to the public sanctioning and approving everything. That was done, and
1 wish you would not try to hedge, Mr. Crerar. This is the printed annual
statement sent through the mail with the sanction and approval of the Directors
of the bank and in that there is an authorization of an increase of the capital
stock to $5,000,000, which you sanctioned and approved; you don’t deny that
surely?—A. 1 wish to make one observation, Mr. Reid, that I am not hedging;
and in the second place, I was not present at this meeting.

Q. Did you know that the capital stock had been increaﬁed to $5,000,000?
A. 1 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 stock is shown
on the front page and on two or three other pages, as: “Capital authorized
$5,000,000. Capital subscribed $2,000,000.” Now did you know as a fact
that the authorization to increase the capital stock to $5,000,000 had never
been granted or approved by the Department of Finance?—A. No.
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Q. You know of course that any increase of capital st(ick of a bank has to
be authorized and. approved by the Department of Financ¢?—A. No, I cannot
say that I was aware 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 stock of a bank
you must have a certificate of approval from the Department?—A. No, a Min-
ister of the Crown is not expected to know the details of all the laws that may
be passed. .

Q. I am not speaking of all the laws that may be passed, this is a law that
has been in force for years. You say you had no knowledge of that?—A. No,
I had not.

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

Q. The tendency of that would be to induce the public to buy shares in the
Home 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 failed, you can see what the logical or legal result would be.

Mr. Symingron: Can you?

Mr. LarrLrur: Well, T cannot.

A. 1 am not a lawyer, Mr. Reid, and I must admit that I cannot.

Mr. Remp: So in 1913 and in 1918 when you resigned, these statements were
going to the public, an unauthorized issue of the capital stock printed on the
literature inducing the public to buy stock in the bank, illegally.

Mr. Larueur: We have not any evidence that that statement was un-
authorized. The learned Counsel says so. The witness does not know and I
do not know.

His LorpsHir: That is as far as it has gone.

. Mr. LarLeur: We have no evidence of that and I am instructed that there
'was never a share sold over, and above the two millions.

His LorpsHip: This is the first time it has been raised.

Mr. Larveur: 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 on that point in the
case, and it 1s not b& asking the witness who does not know that we are going
to lay the foundation for the observations that have been super-added.

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

Mr. SymiNeron: He was not a Director then. /

Mr. LarLeur: And if he does not know,

Mr..Rem: 1 am accepling that.

Mr. LarLeur: 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 prepared to allow comments of that kind to be made. I do not think
it is fair.

Mr. Remp: 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 position 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 was
given to saving the shareholders and the depositors. Now if as soon as we
had discovered the condition of affairs, we had gone out and given an inter-

~
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view to the newspapers that we found a rotten state of affairs in the Home
Bank and there was a lot of money locked up, what would have happened?

Q. I am not suggesting 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
disagreeable about it. What I am suggesting to you is that you could have
taken the shareholders into your confidence, without any publicity whatever,
as to the condition of the Home Bank and have had arrangements made by
which the bank could have been taken over—A. I don’t think that could have

“jbeen done.

Q. You don’t think so?—A. No, I don't.

Q. I thought you would say that. Are you aware of the fact that in 1922
the Standard Bank of Canada had an outside audit of their securities and had
all their securities revalued and the management came before the shareholders’
meeting in Toronto and made a frank statement to them that they had to
write off $4,000,000 of losses?—A. This is the first time I have heard of it.

Q. It was published in the press all over Canada.—A. I did not see it.

Q. And the bank is in a prosperous condition today?—A. I was aware
that the Standard Bank had written down their statement but I was not aware
pof the particulars you give now.

Mr. Larevr: I am instructed 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 was
an inside audit. That is my information. I do not think it is fair for the
learned Counsel to assume as facts statements which he has not proved, and
put them to the witness apd ask him to corroborate them. It is not fair to
the Court nor to the witness.

His Lorpsprp: It is difficult to restrain Counsel from the manner in which
he puts his question, of course.

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

His Lorpsuip: The witness has denied it anyway.

Mr. Rem: And the reason that you gave to the shareholders of the Home
Bunk, and to the public, for resigning as a Director was the fact that you did
not think it consistent, as a Minister of the Crown, to be a Director of the
bank?—A. Yes, sir.

Q. You really honestly and sincerely 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 Ministers of the Crown were Directors of large banks in Canada?

Hr1s LorpsHir: The question is not whether you were, but were you aware?
—A. I cannot recall that I wa~, I don’t think I was.

Mr. Rem: The reason that you gave for resigning as a Director was not
an excuse merely to get from under the Home Bank but a really sificere and
honest reason?—A. The reason I gave for my resignation as a Director?

Q. Yes.—A. Yes, sir. )

Q. But you can give us no reason why you sold your stock when ‘you were
fully acquainted with the ruinous finangial condition of the bank except that
you needed the money?—A. I needed the money.

Mr. Symingron: That is not a fair question.

Mr. LarLrur: The witness has said that, at that time, he did not believe
the bank to be in a dangerous position.

His LorpsHIr: Do you want to ask any further questions, Mr. Lafleur?

Mr. LarLevr: I have only one question to a~k, unless your lordship wishes
to ask him a question.
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His Lorpsure: Oh, no, I do not want to.

Rc-examined by Mr. Lafleur:

Q. Mr. Crerar, you were referring to some correspondence you had with
Mr. Haney in the spring of 1916, in the course of which he is suggesting that the
ghares of the Home Bank should be supported by a pool that he was desirous
of arranging for. Was that about the time that you stated the Directors had
considered the reduction of the rest of the bank?—A. The rest had been 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 $300,0007—A. $400,000.

Q. §400,000 I mean. Then in the spring of 1916 did not the Directors again
diseuss the advisability of reducing the rest by $100,000?—A. I think that was
done at the meeting in May.

Q. But it had been the subject of dizcussion before May?—A. I cannot recal’
that 1t had, Mr. Lafleur.

Q. What would be the cffect of a reduction of the rest on the market value
of the =tock?

Mr. Lze: I supposc that is only his opinion.

Mr. LAFLEUR:  Yes. /

Wirness:  Ordinarily, it would have the effect of reducing the value of the
stock.

Q. T am just trying to see whether there was any connection between this
dexire of Mr. Haney to support the stock and the reduction of the rest which
had taken place in 1915, and the intention of the Directors about the time of
his correspondence 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 connection—A. T have no re-
collection. ,

Q. Mr. Huhey did not make any observation to that effect in any corres-
pondence or conversation with you?—A. No, sir.

Q. There was a prospe¢t of the removal of Mr. Mason at that time, was
there not, 19167— A. Of General Mason?

Q. Yes.—A. Yes, that had been under consideration for a year and was
cffected in August, I think, following.

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

Q. T am just trying to think what was the reason of Mr. Haney’s desire 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 themselves.

Mr. Larreur:  No, the correspondence does not explain the reason for the
desire of Mr. Haney to support the stock, and I am trying4o 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. LarLeur: I think that is all, thank you. .
His Lorpsurpr: I think that will do, Mr. Crerar.
WitNess: I thank you, my lord. .
GEeorGeE EpwARDS, sworn.

Exzamined by Mr. Symington:
Q. Mr. Edwards, what is your occupation?—A. I am a chartered accountant.
Q. And you have conducted an invgstigation into the affairs of the Home
Bank?—A. Yes.
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Q. You have had experierce conducting investigations in other banks too
1 understand?—A. In one other bank previously. ’

Q. Now, have you taken up, first, the origin of the Home Bank?—A. Yes.

Q. Will you tell the Commission, as shortly as you can, the origin of the
Home Bank of Canada?—A. The Home Bank was incorporated in 1903 for the
purpose of taking over the banking position of the Home Savings and Loan
Compuny, a company that had been authorized to lend on mortgage securities
but which largely conducted its business on collateral of a sort which a bank
would take, and had a large block of deposits, and it had been con<idered
advisable that they should have a bank charter to overcome some difficulties
that had presented themselves in connection with the conduct of the Savings and
Loan Company. /

Q. Then the Home Savings, I understand had some connection with the
Toronto Suvings Company?—A. The Toronto Savings Bank was tlie original
name of the Home Savings and Loan.

Q). And that was establiched in 18547—A. 1854.

Q. And procceded in its operation until 1905?—A. Under one name or the
other. .
Q. Then the Toronto Savings Bank was 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. Yes.

Q. And out of that grew the business which developed into the Home
Savings?—A. The Toronto Savings Bunk. '

Q. The Toronto Savings 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
Home 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 issued when?—A.
In the latter part of June, 1904.

Q. 1904 or 1905?—A. Pardon me, 1905. .

Q. And the bank opened for business when?—A. On the 1st of January,

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

old Gompany?—A. Substantially.

Q. Have you gone into the question of what was paid to the Home Suvings
in the taking over by the Home Bank?—A. T rave.

(). What was paid to the Home Savings shareholders by the Home Bunk?
—A. There was an agrecment whereby the shares held by the shareholders of
the Home Savings and Loan were exchanged for shares of the Home Bank.
The shareholders of the Home Savings and Loan Company entered into an
agreement for converting their shares into Home Bank shares.

Q. That is the Home Savings shareholders sold the assets to the Home
Bank in consideration of shares in the Home Bank being issued to, them, I
understand, at a price of 8133.337—A. That is right.

Q. There were twenty thousand Home Savings shares?—A. Yes.

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

Q. Or, in other words, £200,0007—A. Yes. ’

Q. And the Home Savings had a reserve represented by cash of $200,-
000?—A. Yes.

Q. Making asscts of $400,000?7—A. That is right.

Q. And they reccived 3,000 shares of Home Bank stock at 133 1/3, making
the $400,0007—A. Yes, that is correct.

_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 business was that they had
these 3,000 shares already referred to, and also other shares that had been
subscribed to the stock 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 shares 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 into it at the time would show.

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

Q. And their liabilities were, including deposits, $3,389,0007—A. That
would be the situation arising out of the old Home Savings. In addition to
that they had these further shares subscribed.

Q. Can you, as an expert who has investigated, say that when it started
the Home Bank was sound?—A. Yes.

Q. Have you copies of the Annual Reports of the various years, Mr.
Edwards?—A. T have a set of Annual Reports, printed, here.

Mr. Lee: T think they were proved at Toronto.
_ Mr. Symineron: Oh, well, if there was a set proved at Toronto it is all
right.

Mr. BrownNing: They were not actually exhibits.

The Sucrerary: They are not marked as exhibits.

Mr. Symingron: Have you one yourself, or are you willing to have them
marked, Mr. Edwards?-~A. That is all right.

Q. You produce, and we will have them marked as Exhibit 169, the Annual
Statements issued to the shareholders of the Home Bank from 1906 to 1923,
inclusive.—A. Yes.

EXHIBIT No. 169.

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

Q. Now, referring to Exhibit 169, the first stock change, Mr. Fdwards,
scems to have been the placing of $500,000 new stock on the market in 19087
—A. You have the reports.

Q. I bave that memo from your report.—A. Yes. For the year ending May
31st there is $500,000 new stock.

Q. That is the first stock change since the inception of the bank?—A. Yes.

Q. Running hastily over your memo with respect to these annual meetings,
Mr. Edwards, 1907, branches were opened in Winnipeg and Fernie, and in three
places invOntario?—A" Yes. :

Q. And the same Board were re-elected?—A. Yes.

Q. In 1908 the $500,000 new stock that we have just mentioned was author-
ized to-be issued?—A. Yes.

Q. Messrs. 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 dhange 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 increasirig 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 is, it was an increase of the authorized capital of the bank?—A.
The authorized capital.

(). Then in 1910, the note I have from your report, four new branches in
the West, and Mr. Crerar replaced Colonel Davidson?—A. Yes.

Q. In 1911, Mooxe Jaw branch was opened, and three Ontario branches,
and the Dircctors were all re-elected?—A. Yes. .

(). 1912, branch opencd at Weyburn, and that Mr. Kennedy of the Cirain
Growers’ Grain Company told them that they had bought the thousand shares
of stock?—A. Yes.

Q). 1913, a by-law was passed increasing the capital stock another 500,000,
that is, the authorized capital?—A. Yes.

Q. And Mr. O’Keefe and Mr. Murray resigned from the Board and were
replaced by Mr. McNaught and Mr. Macddnell?—A. That is right.

Q. And Genceral Mason became Pre-ident?—A. Yes.

(). In place of Mr. O’Keefe?—A. Yes.

(). Then in 1914 the sume Board was re-elected ?—A. Yes.

Q. Then in 1915, a branch was opened at Calgary, und a re-valuation of the
assets is recited, und the rest account reduced to $400,0007—A. Yes.

Q. The same Board of Directors was re-elected?—A. Yes. :

Q. In 1916, a branch was opened at Tantallon, Saskatchewan, and the
rest account was reduced another $100,000 to $300,0007—A. Yes.

Q. And Mr. McNaught and Mr. Gooderham disappeared from the Board,
their places being taken by Mr. Barnard and Mr. Haney?—A. Yes. 1 did not
intend to say that they had disappeared on Muy 3lst of that yeaf, but during
the year.

Q. I think the evidence is now in that it was in December, 1915, or there-
abouts?—A. Yes, during the year.

Q. These are the Annual Reports to the shareholders that we are now dis-
cussing?—A. Yes.

Q. 1917, a branch was opened at Gabri, Saskatchewan, and Battrum, and
Mr. Gough and Mr. J. Ambrose O'Brien came on the Board?—A. Yes.

Q. Mr. Hancy was President and Mr. Gough Vice-President?—A. That i3
right.
Q. And Mr. Persse and Mr. Flynn are off the Board?—A. Yes.

Q. Then in 1918, Mr. Crerar went off and Mr. S. Casey Wood came on?—A.
Yes.

Q. The same officers were elected in 1919. General Mason had died, and
Mr. Kennedy retired?—A. Yes.

Q. And their places were taken by Colonel Smith and F. J. B. Russill?—A.
Yes.

Q. Three branches were opened that year, two in Manitoba and one in
Saxketehewan?—A. Yes,

Q. In 1920, new branches were opened at three points in Manitoba, two
in Saskatchewan, and some places in the east which do not seem to be men-
tioned in the memo I have?—A. Yes.

Q. Mr. Haney resigned and Mr. Cooper Mason 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. Mitchell came on?—
A. Yes.

Q. And in 1922 Senator Macdonell resigned, and J. F. M. Stewart was
elected?—A. Yes.

Q. And in 1923 the same Board was re-elected?—A. Yes.

Q. Now, thpse shortly, from your investigations, give the history of the
changes shown in the Annual Reports to the shareholders?—A. Yes.

Q. I notice 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 prepared a statement showing the growth of the bank
between 1906 and 1923, Mr. Edwards?—A. Yes.

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

Q. Well, it will be printed anyway. You might possibly read it in, Mr.
Edwards, commencing with the year 1906.—A. I might say, in the first pluce,
that in the earlier years each year is not mentioned, for instance, I run from
1906, 1908, 1910, 1912, and 1915, but after that each year ix shown.

Q. Well, instead of reading it we will give it to the reporter, and I will
just go over a few of the headings with you. You have a heading showing the
capital paid up, in the statement?—A. In January, 1906.

EXHIBIT No. 170.

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

! Rate of
Year (Mapital Reserve Deposits Tctal To*al Last
Paid Up Liubilities Assets ‘ Dividend
! 1:¢elared
|
3 3 $ $ $ i
Jan. 31, 1906 . e 576. 6M0- Nil 3,466,005 3,521,636, 4,313,121 Nt
Dee. 71, 1706 P So1, 7% 175, 00U 4,285,536 4,771,160 5,59, 362" v
CO31, 1908, L 929,032 207,705 5,451,15% 6,442,030, 7,711 7}’I €y
31, 1610 1,179,203, n75,000 7,701,427 9,215,572 10,5 7,341 [
“ORL, 1912 1,278, 350 450,000 9,463,945 11,1.7,086] 13,087,55¢! 7c
“O31, 1015 L. L 1,9, 71 400,00C| 10.123,%72{ 13,834,097 16,1986, 26" 5¢
SRS T A 1 SO 1,946, 63 100,006 10,0°% 2244 18,707 63 21,020. 30 S
“O31, 1MT7 . e 1,947, 36.. c00,007 12,577,679 20,971,354 23,709, 194° 3
B ) O O .. U 7,64 300,000  14,98%,4221 25,842,737 ?h,,’70.7(itv| N
U, 1 400,00C( 16. 440,071 25,107 7a3f 27,742 f6¢ v
1, 120 R, . SiaN 800,000 18,615,607 23,502, 8 of 2%1U¢ 104 7¢"
o1 o R ML R FS0 000 19.5%1,1350 25,751 2571 2R 1345 49. T
b2 IR G . A 1,.0,25¢ 8§50.00r | 17,675, 4731 21,888 D3] 24 719 367 7
June 30, 1023 o 1,260, 591! 350,00 19,235,705 24,580 ' 27,104,700 7,

Q. In January, 1906, it shows that they had a paid-up capital of $576,690?
—A. Yes.

Q. And that increased, I think, every year?—A. Yes.

v Q. Until in 1923, you had a paid-up capital of $1,960,5917—A. That is
correct.

Q. And the statement which you hand in shows the increases in every
second vear up to 1915, and then every year thereafter?—A. Yes.

Q. Then you also show a reserve fund, and the history of the reserve fund
atarted at nothing in 1906, and built up gradually to 1912 when it reached
$450,0007—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 reached $666,000?
—A. 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?7—A.
Yes.

Q. Increased 'to $500,000 in 1920?7—A. Yes.

78723—3
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(). And increused to $550,000 in 1921, and there continued until the close?
—A. Yes.

Q. Then you have a column showing the deposits of the bank commencing
with $3,466,025 in 1906?—A. Yes.

Q). And those deposits increased gradually until they reached the sum of
$19,295,735 in 19237—A. Yes. /

Q. And there was an increase throughout every year, except that there
was a decrease in 1922 below what they were in 1921?—A. And sligntly in 1921
below 1920.

Q. Quite so, $100,000 decrease from 1920 to 1921, roughly speaking ?—A.
Ye-.

Q. And, roughly speaking, a million dollars decrease between 1921 and
19227—A. Ye-.

(). In 1916 there wius ten million dollars odd?—A. Yes.

(J. And in 1918 $14,988,000”—A. Yes.

Q. ThLen you have a statement sbowing the liabilities of the bank through-
out this course of years, commencing in 1906 with $3,5621,0007—A. Tke~c liabili-
ties, of cour<e, include the deposit-.

Q. Quite =0, and they inereased continuously until 1918, at which time
they had reached $25,842,000?—A. Yes.

Q). In 1919 there is a slight decrease of some §700,000?7—A. Yeu.

Q. And it increased up to 1921, when there were $25,751,0007—A. Yes.

(). And that dropped in 1922 to $21,800,000?—A. Ye-.

Q. And again increa~ed i 1923 to £24,889,0007—A. Yes.

Q. The liabilities then of the bauk in the two years referred to, 1916, were
€18,700,000, and in 1918 were $25,842,000?7—A. Yes.

Q. You then have a column referring to the asscts of the bank whiely, in
1906, were $4.313,0007—A. Yc-. ’

Q. And tho~e cuntinued to inerease throughout till 1918 they were $28,270,-
009?—A. Yes. /

(). There was a drop in 1919 to §27,700,0007—A. Yes.

(). Then there was an increase through the next two years to $28,000,000
odd?—A. Ye-.

Q. A drop in 1922 to $24,000,000?—A. Yes.

Q. And an increase in 1923 to $27,000,0007—A. Yes.

(). Now, so that we may get it clear, these figures are figures taken from
the reports to the shareholders?—A. Yes.

Q. And this also shows finally the rate of dividends doclare(}r throuzhout
these vecars?—A. Yes.

). There was no dividend in 1906?—A. That was the first fractional period.

(). Then 6 per cent was paid up to 19102—A. Yes.

(). What about 1911, Mr. kdwards?—A. 1911, 6 per cent.

(). Then that was raised in 1912 to 7 per cent?—A. Yes.

Q. And did tley continue at. 7 per cent until 1914, or 1915, rather?—A. In
1913 it was 7 per cent; in 1914_it was 7 per cent; in 1915 it was 5 per cent.

Q. Tt was reduced then in 1915 to 5 per cent. and.continued at 5 per cent
until 1919 when it was inereazed to 6 per cent?—A. Yes.

- Q. And, in 1920, jt was increased to 7 per cent, and that continued up until
the time of the close?—A. Yex.

Q. Looking at that statement, Mr. Edwards, is there any significance in the
increase of liabilities between 1915 and 1916? Although there was a decrease
in deposits is there any special significance in that?—A. Yes. During 1916
they borrowed heavily under the Finance Act.

Q. Borrowed heavily, that would be the answer to that, they were borrow-
ing heavily under the Finance Act. That brings us then to your next statement
which would show what the maximum borrowings under the Finance Act were?
—A. Yes.
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Q. This bank, on August 29, 1914, borrowed under the Finance Act $450,000?
—A. That is the highest amount at any time during that year.

Q. In 1915, on November 30, they had £630,635?—A. Yes.

Q. The figures I am giving are the highest point in any year?—A. Yes.

Q. December 26, 1916, $2,875,0007—A. Yes.

Q. And that is the increase that you referred to?—A. That probably docs
not entirely account for it. 1 eannot tell you cxactly. .

. I just in passing noticed it.—A. That is the main item.

On Dccember 31, 1917, $3,250,0007—A. Yes.

Decunbeér 2, 1918, $6,520,0007—A. Yes.

November 19, 1919, $6,210,000?7—A. Yes.

Junuary 1, 1920, $3,445,0007—A. Yex,

December 27, 1921, $2,500,0007—A. Yes.

January 4, 1922, $2,769,0007—A. Yes.

- Then there is a drop in 1923. Their total borrowing~ were only $220,0007
—A. Yes.

Q. And in 1924--A. In Jahuary, 1924, that $220,000 was paid by the
Liquidator.

Q. Now, these borrowings are usually in the fall, are they, Mr. Edwards,
largely?—A. Yes.

Q. Does that explain why, in 1923, they dropped?—A. No. 1 think in 1923
they did not have the class of collateral upon which they could borrow.

Q. That is, the drop in borrowings under the Finance Act is explained by
the fact that they did not have the clals of security which was required under
the Finance Act to borrow from the Minister?—A. Correct,

Q. Now, Mr. Edwards, what are the first evidences you found of the bank
going wrong?—A. I note the Frost transaction is probably the first serious mis-
take made by the management.

Q. I notice before that, Fxhibit 118—1T do not know whether it has been
called to your attention or not—Volume 3, page 214, the agrecment dated May
28, 1912, between the Prudential Trust Company and the Home Bank. Was
thut before or after the Frost trans:..ction?—A. Well, the Frost transaction aro-c
from prior circumstances, I think.

Q. You have looked into the. circumstances surrounding the opening of that
account?—A. Yes. \

Q. Would you shortly, if you can, give the Commission your view of the
history of the Frost account at the beginning?—A. In 1906, that is, the first
year of the bank’s business, they increased their loans upon the security of
Chicago and Milwaukee bonds very heavily, and those advances amountet to
about $550,000, and, with interest, some larger amount.

In 1911, Frost made a proposal to the bank that if they would lend him
money upon British Columbia timber which he had, he would, out of <uch
advances, repay the Chicago and Milwaukee loans, or, in other words, redeem
the securities held by the bank for their Chicago and Milwaukee advances at
90.

Q. In connection with those bonds which he was to redeem 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 that time was what, do vou
know?—-A. Oh, scarcely anything.

Q. And, as a condition, apparently, of the bank advancing this money to
Mr. Frost upon the security of the British Columbia timber, Mr. Frost agreed
to take over these bonds which had been secured for this previous loan at 90?
—A. Yes.

Q. The market value of them being comparatively nil?—A. Yes.

78723—3%
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His LorpsaIP: He took over the whole holding of the bank?

Mr. SymingToN: He took over the holdings of the bank, of the Chicago
and Milwaukee bonds. .

Wirness: The fircst arrangement was that they would take over a portion,
and there wus an agreement that if the bunk mude further advances upon that
timber they would take over the remainder in the same way.

Q. "Was it in 1911 then that they first advanced the money on timber?—A.
In 1911 they first advanced money on timber.

Hix LorpsH1pP: I would like to know, for my own satisfaction, what was the
value of the entire holdings of the bank at that time when they made this second
bargain, $500,000.

Mr. Syyinegron: If you will refer to vour statement Mr. Edwards, page
105.

WitnNEss: §£553,300.

Mr. <yaiNuroN: So that his lord~hip may understand, in 1910, the posi-
tion as vou found it was thuat Frost owed the bank $553,000, the only security
being Chicago und Milwaukee bonds?—A. That was not Frost's transaction, that
was Osborne & Franci~.

Q. That was a loan of Osborne & Francis, stock brokers in Toronto?—A.
Yes.

(J. And the security they had were thuse Chicago. and Milwaukee bonds?—.
A. Yes.

Q. Where does Frost come in then if it was a loan to Osborne & Francis?—A.
Frost was the President of the Chicago & Milwaukee Road, and Osborne and
Franecis were both Directors of it, and at the same time Osborne and Francis were
brokers in Toronto.

. Were they out of the business ut that time, I mean were they in difficul-
tits?—A. No. Their connection with the Chicago & Milwaukee may have been
the cause of the difficulties, I don’t know anything abput that; they did get into
difficulties but just when I do not know.

(). Did tke bank stand to lose this $550,000, or might they have recuvered
some of it without this Krost transaction at all?-—A. Eventually some of it
mizht have been recovered. T have since understood that Chicago & Milwaukee
ceurities have become fairly good, and have paid svme dividends, that is, in
recent years. '

Q. Then in 1911 you have a further sum of Chicago & Milwaukee bond~ of
£211,000?—A. That is the unabsorbed portion of the $553,000. In 1911 they,
took up $312,300 lcaving a balance of $241,000.

Q. That is, in 1911 then by reas-n of the advance to Frost upon his timber
securities there was taken some $300,000 of these bonds from the bank, and the
bank received the money back for them?—A. In other words, the bank advanced
to Frost on timber $732,000, and out of the $732,000, $312,000 was handed back
to the bank in redemption, I suppose, of Chicago & Milwaukee bonds.

Q. And subsequently was that $241,000 balance of Chieago & Milwaukee
stock taken in the same way ?——A. That was taken up the following year out of
further advances on additional timber.

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

Q. For those securitics?—A. Yes.

Q. In other words the net result was a new advance of $750,0007

His Lorpsuip: They were to be taken at 90, $553,000 I understood was
the entire indebtednes~.

Mr. SymiNGToN: Was the $553,000 the amount at 90, or was that the face
value.
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Wirnrss:  That was the amount at 90. The par value of the bonds was
greater than that.

His LorpsHir: Then I did not quite get the full answer to my question.
Then they really owed the bank more than $553,000; they owed 10 per cent
more than that?>—A. The bonds would have a value of ten per cent or in excess
of that amount. The bank did not lend on Chicago & Milwaukee bonds in the
first instance at their full price, they would lend at something less than the full
price.

Mr. Symiveron: Let us understand this. $553,300 was the full amount
owing to the bank, for which they had these bonds as security irrespective of
the face value of the bonds?—A. Quite.

Q. And the bonds at 90 produced $553,300 which was all the bank had
against them?—A. Yes,

His LorpsHir: We will take recess till half past two.

Adjourned at 1 p.m. until 2.30 p.m. on Tuesday, 6th May, 1924

AFTERNOON SESSION

OrtAwA, OxT., Tuesday, 6th May, 1924.
Proccedings resumed at 2.30 p.m.

Georce Epwarps Examined by Mr. SYMINGTON : {Resumed)

Q. Mr. Edwards, in the course of your investigation you directed some
attention towards arriving approximately at the position of the bank in J anuary,
1916?—A. T gave some attention to that,

Q. And you found that in 1916 certain losses, or certain conditions had
ariren indicating losses or possible losses at that time, and you directed Vour
attention to that?>—A. I did. Of course it is very diflicult to divest one’s mind
of subsequent events in viewing the matter.

Q. That is, vour evidence as vou give it with respect to the position of
certain accounts und certain losses which you estimate in connection with those
accountt must of necessity be tinged to a certain extent by vour knowledge
of what has subsequently happened?—A. That is what T mean.

Q. And you desire to protect yourself in your statements by saying frunkly
that they are to some extent in the light of after acquired knowledge?—A. To
some extent. !

Q. Taking then what you state wiil be largely an estimate of certain
loss¢s which had occurred or were likely to occur at that time, 1 find your first
one is La Banque Internationale for Home Bank shares $400,000. Will you
explain to the Commission what you intend to indicate by that estimated loss?
—A. Negotiations for the purchase of La Banque Internat.onale were originally
undertaicen on the Basis of an exchange of stock.

Q. That is the Home Bank was to tuke over La Banque Internationale
and give Home Bank stock for Banque Internationale stock?—A. Home Bank
shares, Yes. It appears by correspondence and doguments which I have seen
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 position of controlling the Home Bank.

Q. That is the stockholders of La Banque Internationale would have ousted
the stockholders of the Home Bank as controilers of that institution?—A. Of
the Home Bank.

Q. Because they were taking over more assets than they themselves had?
—A. Yes; therefore the plan was called off for the time being and a certain
amount of La Banque Internationale shares were purchased for cash in order
that that result should not follow.
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Q. In other words, before there was an exchange of stock those in control
of the Home Bank acquired from sharcholders of the Banque Internationale
enough stock that when the exchange took place the majority of the stock
would not be in the hands offthe previous holders of La Banque Internationale?
—A. That is right.

Q. Will you explain how that. was accomplished?—A. That was the ta<k
which was given to Mr. Barnard, to acquire those shares; and he acquired
2,622 shares, or what would be the Internationale equivalent of 2,622 Ilome
Bank shares. That is to say Mr. Barnard acquired sufficient shares of La
Banque Internationale to entitle him to receive in exchange 2,622 of Home
Bank stock, and the money to carry through that operation was advanced Ly
La Banque Internationale to Mr. Barnard.

Q. La Banque Internationale advanced to C. A. Barnard enough money to
buy enough shares of its own stock to result in his getting 2,622 shares of
Home Bank stock when the exchange took place?—A. Yes.

Q. For that purposc they lent him $100,000?2—A. Well, that is approxi-

maute.
, Q. And the purchase of that amount kept the control in Barnard plus the
old Home Bank holders?>—A. Yes, and by that operation Mr. Barnard became
indebted to the Banque Internationale for this amount and when the Home
Bunk took over the ::~cts of course that money was owing to the Home
Bunk.

Q. Thre result of that transaction wus that Mr. Barnard owed La Banque
Internationale approximately $400,000 and he had the equivalent in shares of
La Banque Internationdle; that then, when the Home Bank took over the
result was that Mr. Barnard owed the Home Bank $400,000 roughly and he
acquired 2,622 shares of Home Banis stock?—A. Yes.

Q). Was that stock Mr. Burnard’s or the Home Bank’s?—A. Well, the
settlement between Mr. Barnard and the Home Bank in December, 1915, would
indicate that it was a Home Bank tran-zction an:l no* a Barnard trunsaction.

Q. As ~hown by subsequent scttlement, with Mr. Barnard on his personal
advances or personal indebtednes« in toto to the Home Buank they credited him
with this money which he owed for the purchase of these -hares, and the shares
then belonged in fact to the Home Bank?—A. Yes, and they paid Mr. Barn-
ard a large commi=sion for this purchase.

Q. So that the reult wes that by these indirect means the Home Bank
really purchased 2,622 shares of it~ own stock?—A. Yes.

(). And vour view i that in 1916, po=<ibly in the light of what subse-
quently transpircd, that stock was worth nothing and therefore they had lost
that %400,000?7—A. My point about that transaction 1s that it virtually
amounted to a reduction in the capitul of the Home Bank.

Q. In considering the assot< it would have to meet it liabilitics to tie
public, those asset~ were reduced by that transaction to the extent of $400,000?
—A. Yes.

Q. Because the bank’s own stock was no asset?—A. That is it, in respect
to their liabilities to the public.

Q. Then the next item you have is the A. C. Frost tmber properties $850,-
000. We went into that this morning just before* adjournment, is there wry-
thing more you desire to add?—A. In Januory 1916 the Frost timber account,
including of course the transaction from swhich it was inherited, the Chicago
and Milwaukce bonds, the bank had in that $1,850,000, made up in this way;
$£530.000 which had been added to the value of the timber by giving up the
Chicago and Milwaukee securities; $535,000 of interest computed upon those
loan~ which had accumulated but never been paid; and the balunce represent-
ing the advances in connection with the timber itself.
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My view about the Frost timber matter is that an auditor going in there
in 1916 would investigate the history of that transaction, he would sec just
what was represented by those loans, he would have the benefit of the cruisers’
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 hix consideration of the subject in that way I believe any-
auditor would have been obliged to say there would have been a heavy loss at
that time in connection with the Frost matter.

His Lorpsuir: Even in 1916?—A. Even in 1916.

Mr. SymineToN: You had arrived at that conclusion 1 judge, irrespective
of what the valuation of that security might be?—A. It would depend of
course upon the purpose for which the valuation was made. Timber cruisers
will give you a valuation either for the buyer or for the seller, and a report
for the buyer or for the sellcr as the case may be, will be essentially different
in some respects. It is quite clear that that amount of timber was not the
only timber in British Columbia seeking a market. Britizh Columbia has a vast
quantity of timber, it is the greatest resource it has, and it must have been
quite clear that that timber could not find an immediate market. I say that if
it be assumed that it would take ten years to market that timber, then the
present value in 1916 for the purpose of the loan would be about one half of
the crutsers’ valuation.

Q. That is, if vou had gone in there as an auditor at that time you would
have allowed thiz deduction for what you took to be the reasonable time re-
quired to realize on that security?—A. Yes, and the expense of carrying the
security while it was being realized on.

Q. Did you see the Lacey report?—A. I have seen no valuation.

Q. Did vou see the report of Messrs. Haney and Crerar?—A. No.

Q. Tt is in evidence some place that they thought it could be realized in
from three to five years, thut would perhaps have had some influence on the
amount vou would deduct?—A. Yesx. N

Q. But giving it in the light of what you had before you when you made
this investigation you have set down as the probable loss or depreciation in
thut account $3850,000?7—A. T thought that was a reasonable estimate. |,

Q. Then the third item you have is the Prudential Trust loan, $500,000.
This i1s the amount you put down as a lo~z in 1916, I understand. How did
vou arrive at that?—A. The fuct was that that security was entirely gone in_
1916. The security for the bonds was lost, and the only security they had,
for whatever 1t was worth, would be the Prudential Trust Company. I think
an auditor at that time would have enquired into the position of the Pru-
dential Trust Company as a solvent borrower for that amount of money and
it< ability to pay, and T think he thust have concluded that there were ron-
ditions which would make the final settlement of that account with the Pru-
dential a matter of compromise or adjustment of <ome kind, and that there
would inevitably be a substantial loss in connection with it.

Q. So in considering that you did not take into consideration the possible
value of the railways in New Orleans at all>—A. No. 7

Q. And even though it were said today that they will recover the full
amount of that indebtedness from those railways, none the less that would
Lave been the viewpoint you would have come to in 1916 upon the situation
as 1t then stood?—A. I have tried to exclude from my mind the fact that they
enterc:l Into a transuction some six or eight months later, acquiring securities
in a subsidiary which apparently is not turning out too badly, but which is not
connected with the original transaction.

Q. You are referring to the purchase of the Carroll interest and the read-
justment which was made with those railways at a subsequent 'period?—
A. Ye, that is quite a distinct matter. *
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Q. The point you take is that in 1916 if an auditor had gone in he would
have said: These railways have gone, we must look to the Prudential Trust
and if thev lovked to the Prudential Trust there would have been a lurge lo-<
at that time, if they had to recover from them?—A. Yes.

Q. And you placed that amount at $500,000. Then your next item is Sir
Henry M. Pellatt $750,000. Will you tell the Commission how you arrived at
that?>—A. An auditor going into the bank in 1916 would have made an examina-
tion of the securities held for that account. There was over $2,000,000,—21,500,-
000 call loans and $400,000 Toronto City Estates and $300,000 Home City
Iistates.

Q. T call your attention to the fact that you apparently discussd  the
subsidiarics as a separate item. But we euan tuke them both together if you
prefer?—A. T think it would be better. Sir Henry Pellatt $750,000 and sub-
sidiaries $300,000.

Q. Has Canadian Debenture: anything to do with that?—A. No.

Q. Then that is a total in the Pellatt and subsidiary accounts of $1,500,000?
—A. Y-

(). Will you kindly explain thut?—A. The securitics held for the Pellatt
¢all louns amounted to $1,500,000 a~ to which no value could be ascertained,
and irrespective of the <hares of this Home City FEstates and subdivision matters
would net exceed $700,000. An investigation of the statcments of these concerns
would have shown that they were bused on greatly exaggeruted valuesr, selling
valucs or even higher than selling values. These companics were incorporated
with large issues of common ~tock which hud no be<is of value behind 't at all,
and the shares held by Pelluatt in those companies were a very small fraction
of the total capitalization, and 1 would say, huving regard to all the circumstances,
the nuture of the security and ul-o the fact that the Home City KEstutes was
alxo an independent borrower from the banlk, that those shares had no value as
collateral. _

Q). The country at that time of course was in a statc of war?—A. Yes.

Q. Realty values were very much depressed?—A. There was practically
no market.

Q. And all these considerations were in your mind in e¢ndesvouring to
estimate what a man should have written off hud he gone in at that time?—A.
The difficulty is that an accountunt could not po=<ibly have foretold at that time
how 'ong the war would last. and what would be the precise effect.

Q. Whether realty values go down up or down would have been impossible
ut that time to tell?=—A. Yus, quite. T think there is this in adrition, that an
accountant would have obscrved the fact that the character of these securitics
wie not such as one expeets to find in a ¢l loun account, and the fact that
common and preference stock in subdivision real estate concerns wus held as
security for call loans would indicate there were no other securities avuiiuble,
and therefore the question of the solveney of the borrower himself might easily
arise and be a factor in considering the value of the loan.

Q. Is that all you want to suy for the moment on the Peliutt account?—A.
I think <o.

Q. Your next item is Cunadian Debenture: Corporation £60,000. What
have you to say as to that?—A. An accountant going into the bank at that time
would have had aceess to the Inspector’s report, Mr. Adair’s report, which was
made in July 1915, in which Mr. Aduir cleary indicates thut there would be o
substantial loss on that account.

Q. Do you know anything about that Cuanadian Debentures Corporation,
" did you look into that companry at all?-—A. I did not.

Q. The reason I a~k ix -omething you have not -cen I expeet. Exhibit No.
123 is an agreement between the Home Bank and James Cooper Ma-on duted
8th December, 1915, whereby James Cooper Mason declares that he holds in
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trust for the bank 445 shares of the capitul stock of the Canadian Debentures
Corporation, and that the bank indemnifies James Cooper Muson from the debt
which represents the purchase price of those shares. In other words, as I read
that agreement ,the bank acquired 445 sharcs of Canadian Debentures Corpora-
tion at that time?—A. Yes, I think that is right.

Q. Has that any relation to this item that you are now discussing?—A. Yes
that 1s the company. .

Q. And this was a loan to thut company?—A. Mr. Adair’s report makes
reference to Cooper Mason’s obligation in connection with those shares, it is
roted as collateral. '

Q. But of course it did not exist according to this agreement?—A. It did
not exist. A

Q. Have you any idea or. did you find out in the course of your investigation
why the Home Bank acquired shares in this company?—A. No.

Q. The shares would be no security, not as good security as the notes of
the company, would they? I mean no added security ?—A. It is no real seeurity,
the only possible motive would be to strengthen its position in some way.

Q. As a voting power only?—A. Perhaps so.

Q. Because before the shares became of any value the creditors must fir-t
be paid?—A. Yes.

Q. And the bank was a creditor of this concern?—A. To the extent of
$306,000.

Q. The security of that stock had ~ome connection with Murray-Kay,
Limited, hadn’t it?—A. There was a large block of Murray-Kay preference
«tork, and some common stock, held as sccurity 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 loss in Junuary, 1916, on that loan from your considera-
tion of the whole position?—A. And Mr. Adair’s report.

Q. The next item we have is Canadian Property Company $60,000.—A.
Canadian Property Company was a subsidiary corporation of the Home Bank,
formed for the purpose of holding its bank premises. In January, 1916, there
was a debit standing to that company of $114,723 which upon examina-
tion proved to be an accumulation of maintenance and petty charges, not to
he considered as an asset of the bank. I have estimated that some portion of
{ -at might Lave value, might be represented by fixtures or property or some-
tning acquired. I have stated my opinion that $60,000 of that represents no
value whatcver to the bank, at least half of it. That is a very general estimate,
I think it would be conservative as to the amount that ought to be written off.

Q. The Cunadian Property Company was a scparate legal entity ?7—A.
Yes.

Q. And do I understand that although the Canadian Property Company
W~ a separate legal entity, this was not by way of loan to that company but
they had simply charged up maintenance and interest?—A. They had cross-
entrics passing through their books, debits for expenditures and credits for
rent, and this was simply the residuum of that clacs of thing.

Q. Were the asset< of that company covered by a bond iscue at that time?
—-A. No not at that time.

Q. So there would be shown in the ussets of the bank the value as they
viewed it of the Canadian Property Company holdings, the bank premises?~-
A. The bank premises were a separate item altogether from this.

Q. But these were items in connection with bank premises?—A. Purport-
ing to be an amount payable by that company to the bank.

His LorpsHip: What would be the object of carrying the account in that
form?—A. Well sir, book-keeping is a curious thing; convenience I suppose,
for these transactions comning up every day or every little while. The account-
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ants might not know exactly to what account they ought to be charged and
in the meantime there is an account opened for Canadian Property Company
and they rest in there and perhaps would be lost sight of, fail to attract atten-
tion, or perhaps might be deiiberately ignorcd, one cannot tell. But at all
event: the aecount ran along for years, they were gradually accumulating
antil tiey amounted to $114,000. .

Mr. SymineTon: And that was shown as an asset or a loan or something?
—A. Tt was carried.as an a~set of the bank, a current loan.

Q). Being a~ you have explained unabsorbed petty expenditures for inter-
est or other charges in connection with bank premises?—A. Yo

Q. What should have been done I presume is to diminish the bank
premires zecount, the asset, by that amount?—A. If there wax any value 1n
the<e expenditures, anything that bettered the value of the bank premises, it
<hould have been transferred to that account as it went along; otherwise all
the<c items should have been written off again<t the profits of each year.

His LorpsHir: What would those items be? Book-keeping is such a
tee'inical subject, much more so than law, if you can bring it down to the
apprchension of an ordinary Jawyer I would like to know -omething about it?
A. One of the things which the bank did was to have each of its branches
crelit the head officc with an allowance for rent of the premises it occupied.
These credit~ would go in the head office books to the credit of a revenue
qecount, and be churged to the branches. If there was nothing against it that
would b revenue. But on the other hand the bank made expenditures for the
meintenance of these properties, puid intcrest on mortgages and that sort of
+hing, and the difference between the two <ides of the account was a preponder-
ance of charges or debits, in other words a lo-s. There would be a revenue on
one ~ide but the expenses would be ruther greater, and the accumulation from
year to year resuited in this $114,000.

1 would like to say that is just illustrating it, T would not wish you to
understand that I am telling you the precis¢ facts as to this, but they are of
the t charaeter. ‘ .

Mr. Symingron: What I- gather is that where they obtained a revenue
by charging their branches rent, these and simi'ur expenditures should have been
put against thut revenue as an expense?—A. Yes, in other words they should
huave charged their branches more rent and absorbed it.

Q. Or else written it off. But not shown it as a current loan—A. Ju~t =o.

Q. Your next item is A. G. Holmes, $150,000?—A. That is the account
to which reference has been made, land scrip. Advances were made ostensibly
to Mr. Holmes and to other brokers, there were a number of accounts, origin-
ally Mr. Mas<on wa~ per~onally interested to zome extent u~ far as the record:
uf the bank show.

Q. That i General Mason or J. Cooper Mason?—A. J. Cooper, he was
a military man and interested in military affairs.

(). Perhaps as his lordship has not lived in the west and may not under-
stand it we might s+v that there was certain serip handed out to veterans of
the South African War as a reward for their scervices?—A. Yes.

Q. These serips gave them the right to scttle upon land and file that serip
and get a quarter section?—A. Yes.

(). Thi< money was advanced to brokers to buy such serip from veterans,
who had to 2o out and locate the land and then turn it over?—A. Ye-.

Q. So that the property belonged to the purchaser after the veteran had
located it?—A. To the holder of the =crip.

Q. And this was money advanced to some brokers, or to Holmes apparently?
A. Principally Holmes.
¥ Q. For the purpore of buying this scrip and thus obtaining real estate?—A.
es.
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Q. Quarter sections of land?—A. Yes:

Q. You say the evidence is that J. Cooper Mason, Assistant General Man-
ager, had a personal interest in this? He, I believe, was a veteran?—A. Yes, he
took some profits out of it.

Q. Were there ever any profits in it ?7—A. Well, some adjustment or estimate
of the porition was made and $6,000 tran<ferred to Cooper Muson’s account,

Q. That is profits were paid out while these debts were still owing to the
Home Bank?—A. Yes. )

Q. And that {ransaction was in fact louns to a customer for the purpose
of buying real estate, that is what it amounted to?—A. Yes.

Q. And real estate of course carried a liability as to taxes and interest and
soon?—A. Yes.

Q. And you have taken the<e mutters into consideration and come to the
conclusion that of the $187,000 charged to that account at that time you would
have written off a lo~s of $150,000?—A. Yes, T would. Mr. Adair’s report indi-
cates that there was very little security held for it. The only security which
the bank had in 1916 for that $187,000, according to Mr. Adair’s report, was
some sundry notes, five quarter-scctions in the name of Holmes, three quarter-
sections, that is of western land I presume, said to be in transit, a second mort-
gage of $1,200, another of $2,200, a first mortgage of $900, a second mortgage
of 81,372, and Adair goes on to say that as far as the bank is concerned the
only <ecurity we appear to have is the notes themselves and the endorsement
of Holmes and it i$ apparent that we are largely in the hands of the latter.

This is a subsequent matter; Mr. Holmes upon being threatened with eol-
lection proceedings, sct up a counter claim stating that he was simply an agent
of the bank and claiming a salary. They never went on with it.

Q. There is of course no record that you have discovered in the minutes
of the bank and no document or agreement as between Holmes and the bank?
—A. No. ' )

Q. Your next item is W. G. Mitchell & Company, $100,000. At that time
Mitrhell & Company owed the bank $125,000 odd. Have you taken purely Mr.
Adair’s report on that?—A. Mr. Adair’s report indicates that the only security
aguinst that $125,000 was some miscellancous shares having a value of $2,765
and a collateral note of $29,000, in other words about $30,000 against $125.000.

Q. And from that you arrive at this result.—A. Mr. Adair’s report indicates
that a very substantial loss is to be expected in connection with that account.

Q. Then you have the Relindo Shoe Company £100,000 out of $116,500
advance? -A. Mr. Adair reports on that that the only security was a third

. mortgage on some Wellington Street property with prior encumbrances against
it of $112,750, and that the company is insoclvent.

Q. Did it wind up, or did it eventually become ~ome other company?—A.
The bank endeavoured to support the company, re-incorporated it I believe
under another name, but eventually everything went bad.

Q. At this time in any event there had beenno re-incorporation and that
was the position ax far as you could discover from the books?—A. That was
the position reported by Mr. Adair at that time.

Q. Then you have Mi<cellaneous accounts $100,000. Those consisted of
Imperial Export Company, Limited, $19,000,—what is that?>—A. Imperial Ex-
port Company was ut that time in liquidation. Mr. Adair says: It is not
anticipated that the amount realized from the estate will greatly exceed $5,000.
The bank’s claim was $19,180. \

His Lorpsuip: Mr. Adair’s report, for whom was it made?—A. This report
of Mr. Adair’s is a schedule that we found in the heud office of the bank attached
to his report of July 21, 1915.

Mr. SyminetoN: You will remember that following the meeting of the
Western Directors in 1914 they had agreed to have an inspeetion of the Toronto
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Office made by Mr. Adair, that was a concession that was given to thl(‘m, and
this apparently Mr. Edwards has discovered in the bank, dated July 21st, 1915.

His Lorpsuip: It is directed to whom?

Wirness: To the Directors of the Home Bank of Canada.

Mr. Leg: Are you putting that in? .

Wirness: I have not the original of this, the original is in Toronto.

Mr. SymixeToN: I have no doubt thut before we get through we will huave
some of the Liguidator’s documents. ’

Your next iz James Mason, $71,460. That i3 General Mason, the President
and CGeneral Manager?—A. Yes. Mr. Adair says as to that that the only
sccurity held in some Houme Bank stock—that 1s not sccurity, but the bank
would have a preferential lien against it. They could put their hand= on it ab
any time if necessary. Something like $23,000 there. That is all they had
except some trifling items. .

Q. You are looking at that account of course quite impersonally, you did
not consider that Gieneral Mas<on was President or General Manager, you luoked
solely at the security that was held?—A. Yes, thut would be if they were com-
pelled to realize on the Home Bank stock it would have preeisely the¢ =ame
effcet as the Banque Internationale transaction.

Q. In other words the attitude of mind you had was that if in 1916 the
bank had to realize on its asset<?—A. Yes

His Lonpsurp: Mr. Symington, i~ your witness incorporating these views
as his own?

Mr. SymingToN: His own views, an expert sent by the Department.

His LorpsHip: Did he make an inve-tigation of the matters in order to
speak independently of what Mr. Adair suid?

Mr. SymineToN: To make it clear, you are giving thix evidence a2 your
expert, opinion from what you yourself investigated, you con~idered Mr. Aduir’s
reports and everything else you found there?

WirNess: Yes everything I was able to ascertain.

Q. You are not simply rctailing to the Commis~ion =omething you have
read in Mr. Adair’s or someone’~ report, you are giving your own opinion, and
these are reasons why you arrived at it?—A. Where I have mentioned Mr.
Adair’s report as to some of these minor transactions I am largely dependent
on the report he made. There are some things that at this distunce of time
could not readily be ascertained, but an aceountant going into the bank in 1916
could have ascertaincd the truth or otherwi~e of Mr. Adair’s conclusions regard-
ing some of these accounts.

Q. But to unswer his lordship’s question, you are giving your cxpert
opinion on this subject?—A. Well T have tried to be careful to mention what
I relied on, where it is My, Adair’s report I have mentioned it.

Q. You are giving the reasons, or some of the rea~ons why you arrived at
these conclusions,sand Mr. Adair’s report is one of them?—A. Yes,

Q. What an outside auditor going in there in 1916 would have found?—A.
He would have had Mr. Adair’s report and conclusions and would have based
his own investigations on the information he wuas able tn obtain in that way
and in every other way.

Q. Then your nest item i~ J. Cooper Ma~on $19,000—A. Similarly the
security there or the hope of realization on that account consisted of Home
Bank stock.

His LorpsHip: To bring this particular point to a head, do you know that
as a matter of fuct that i+ all they had, or are you just taking Mr. Aduir's
report that that is so?—A. Mr. Adair’s report on that.
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Mr. Symineron: All these Miscellancous acecounts, we will not take the
others in detail, but you have shown advances of $155.000 and against that an
estimated loss of $100,0002—A. Yes.

Q. W. G. Morden $4,204?—A. We did not spend much time investigating
these small items.

Q. You do'not know whether Morden was good for that or not?—A. It did
not ~eem to me at the time that, it materially affected the general conclusions.
Q. D. K. Ridout, $3,300, that is in the same position you suy?—A. Yes.

Q. F. H. Richardson 810,864. As a matter of fact I understand that was
subsetjuently paid?—A. I have not made any statement as to loss on that par-
ticular item, I felt unable to do that, but I felt the first three items alone would
Jjustify the $100,000 estimate, and these items were all referred to in Mr. Adair’s
report.

Q. So that generally and from reference to Mr. Adair’s report on the<e
miscelloneous itcms amounting to $155,000 you estimated the loss of $100,000?
—A. Yes.

Q. Now that, is the total, all these accounts you have given us amount to
$3,370,0007—A. Yes. g

Q. And that is your conclusion upon your inveatigation as to the losses
made up to 1916 in the Home Bank?—A. Ycs. It must be remembered too,
that this information was ascertainable from the accounts of one branch of
the benk alone, the Toronto branch.

Q. Now Mr. Edwards, did you consider the position of the bank in 1923?
—A. Well I made a report to the Minister of Finance in September, 1923, giving
my estimate as far as I could make it from the examination I made during the \
month of September. I estimated that the bank’s assets would shrink some °
$7,700,000.

Q. That is after the winding up process had been gone through.

Mr. Lee: No. '

Mr. SymiNgTON: Just a moment.

Q. Your estimate was that after the winding up process had been gone
Fthrough, the shrinkage would be 7! million>—A. No, the basis of my in-
vestigation was, the Minister asked me to report to him as to whether the con-
ditions of the Bank Act had been violated.

Q. I do not want to go into that you understand, Mr. Edwards. In any
event, whatever purpose you wcre sent there for, you did make an investigation
and an estimate of the shrinkage of the assets of the bank?—A. Yes.

Q. And your estimate was %7,500,000?—A. $7,527,000, yes.

Mr. Ler: $7,700,000 was it not?—A. I wish to correct that seven million
-seven. The figures I should have given—I spoke from memory at the momlent
—were 37,527,000.

Mr. Symingron: That of course, Mr. Edwards wus on approximation?—
A. Quite so.

Q. Purely and simply from your study of the bank's affairs. Now, Mr.
Edwards, T want to tuke you over the statements of annual profits, to the share-
holders; because the statements are to the shareholders?—A. Yes. '

Q. They have nothing whatever to do in this discussion 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 statement.—A. From
1916 to 1923 inclusive the profits shown by the public statements were
$1,873,285. 1 ascertained that those profits had been overstated, the aggregate
of the over statement bheing for the same period of time, $2,747,000.
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Q. And tho=ec being the totals you have given us, yod came to the con-
clusion that there was an over statement cach yecar?—A. There was an over
statement each yeur.

Q. 1 think perhaps we had better get that on the record. The year
ending May 31st, 1916, if you will give them to us?-—A. T ascertained that in
four accounts.

Q. I don’t know thut you necd go into them. The profits for the annual
statement for that year were $133,406. Have you that before you?—A. Yes.

Q. And according to your statement you think that was overstuted by
$199.0007—A. Ye=s. ‘

Q. And in 1917 {he annual profits shown by the statement were £217,000
and yvou think that was overstated $223,0007—A. Yes.

Q. In 1918 the annual statement showed profits of $228,000 and vou think
that was overstatcd by <90,000?—A. Ye-.

Q. In 1919 the annual stutement of the profit~ was $238,000 and in your
judement that wus overstated bv $111,0007—A. Yes.

Q. 1 am leaving out the odd figures. In 1920 the annual stutement showed
£268,000 and you think that was overstated $175,0007—A. Yes.

Q.%In 1922 the annual statement showed $278,000 profit and you think
that wus overstated by $357,0007—A. Yes.

Q. Tn 1922 the annual statement <howed profits of $275,000 and you think
that wus overstated by $772.0002—A. Ye-.

Q. In 1923, the profits were shown by the annual statement to be $232,000
and in your opinion that was overstated 8816,0007—A. Yes.

(). Now without going into that in detail, you arrived at that by taking
unpaid intere-t that had been added to accounts and shown as profit:?—A. Yes.

Q. Plus in <ome years the writing up?—A. The writing up of bank ;rcmises.

(). That is the principle upon which you arrived at that computation?—A.
Yes-.

Q. Docs that generally cover the principal or were there details of other
¢heracter, or was it ~imply that intercst and writing up bank premi<~?—A.
Well we stopped there.  We thought to go through was ~mply to muitiply
instances. Instances possibly of les-er importance, but that any further investi-
gation would aggravate that situation.

Q. In any event so far as the figures you have given, that i~ the principle
upon which you have gone?—A. Yes.

Q. You took all the unpaid intere-t that had been credited into profits;
you exhausted that branch I mean in this.—A. As to the larger accounts.

Q. And the writing up of properties?—A. Yes.

Q. Those two items you exhaustcd?—A. Yes. And that ix irrespective of
those four years interest on the Frost account that was carried to reserve. 1
want to state it for the purpose of making ‘it clear, that this is cntirely irrespec-
tive of tho-c charges up to the Frost account in tho<e four years.

Q. In the years ‘18, ‘19,720 and ‘21 when they charged to Frost interest
bu‘g orodig.‘rl to reserve, or contingency, you have not included that in this at
all?— A. No.

Q. Do vou remember the amount of that Frost interext? It is in evidence
before this Commission, I know.—A. The intcrest set a<ide?

Q. Yes—A. $689,000.

Q. T see you have shown how that $2,747,000 overstatcment is arrived at.
Accumulated and unpaid interest amounts to $2,240,000?—A. Yes.

Q. Depreciation in, value of bank premises $365,0007—A. Yes.

Q. Shares of subsidiaries written up? $41,000?—A. Yes.

Q. Loss in foreign exchange, conccaled, about $100,0007—A. Yes.

Q. That makes up your total of overstated profit< of $2,747,0007—A. Yes.
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Q. Now of course, Mr. Edwards you were not, passing upon whether the
depreciation in bank premises wuas correct; there was an appreciation but you
are simply saying that for the purpose of annual statcménts that should not
be done.—A. They included such appreciation as profit.

Q. Then in connection with the item of $2,240,780 of accumulated and
unpaid interest, can you give us how that accumulated from year to year com-
mencing with 1916?2—A. Yes.

Q. Would you do that please?—A. Do you mean the amounts. with the
previou< amounts added to it.

Q. Yes, so that we can see the growth of it—A. In 1916, that is the fir-t
vear I have taken zny account of, 8199,226. In 1917, $423,130: That would be
the accumulation for two years.

Q. That would be ‘16 plus ‘177—A’ ‘16 plus ‘17. Fof three years ending
‘18, $676,000.

For four yeurs ending ‘19, $972,000.
For five years ending 1920, $1,332,081.
Nix years ending 1921, $1,682,000.
Seven years ending 1922, $2,232,000.
Eight years ending 1923, §2,930,000.

Q. Now in that amount you have included in the Frost timber that portion
wiich was transferred to the Western Canada Pulp and Paper Company.
A. Yes that must come off. ‘

Q. Then taking the year 1916, your total of $199,000 would give the
accounts from which that wus made up? —A. A. C. Frost & Co., $134,000.
The Prudential Trust Company, $33,000. Holmes, $11,000. Canadian De-
bentures Corporation, $21,000. .

Q. Those were the four accounts in 1916 which made up the intere-t
shown in profits?>—A. Yes. '

. In 1917?- A. The =ame four account~ are considered. Frest. & Co.,
8148,000. Prudential Trust, £35,000. Holmes, $11,000. Canadian Dechentures
Corporation, $30.000. Making $224,000. ’

Q. And 1918?>—A. In 1918 the F-ost interest i« not taken as a profit.
The items considered are Prudential Trust §37,000. Holmes, $11,000. Cun:.-
dian Debentures, $37,000. Stewart, £3,600.

Q. That was a new one, that is the first time that appears?—A. Yes.

Q. Is that F. J. Stewart?—A. J. F. M. Stewart. He was not then a
Director.

Q. That was in 19182>—A. Yes.

Q. That wua< a total of $90,000 for that year?—A. Yes.

Q. Then 1919.—A. 1919, the Frost item was again rescrved and not con-
sidercd. The Prudential Trust Company, $40,700. Holmes, $11,300. , Mer-
cantile Securities, $7,700. Canadian Debentures, $32,200. Stewart V. Ogilvie,
$18,200.

Q. The new one there ‘s the Mercantile Securities?—A. Yes.

Q. Then in 1920?—A. The Prudential Trust Company, $41,700. Holmes,
#13,000. Mercantile Securities, §14,000. Canadian Property Company, $6,000.
King Shoes, that is Relindo in another 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. Yes.

Q. And Barnard?—A. Yes.

Q. And the others are increasing slightly, gradually increasing?—A. Yes, the
interest is being compounded. It is the interest on interest,
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Q. Then 1921.—A. 1921, Prudential Trust Company $44,800. Holmes, $11,-
400. Mercuntile Securities $13,900. Canadian Property Company $18,413. Wes-
tern Canada Pulp & Paper, $5,000. Manufacturers Holding and Investment Cor-
poration, $25,000. King Shoes, Ltd., $18,200. C. A. Barnard, 857,000. In addi-
tion that property is written up, $164,900.

Q. So that the new ones there are the Western Canada Pulp & Paper Com-
pany which ha~ some dealings with the Frost 1td.—A. The Western Canadua Pulp
& Paper Comprny was a corporation formed for the purpose of operating -ome of
the timber belonging to the bank.

Q. And the Manufacturers’ Hoiding and Investment Corporation, that
appears for the first time.—A. That i1+ a Daly Company.

Q. And the other new thing is the writing up of the property $164,0007—A.
Yes.
His Lozpstrr: What did that total, Mr. Symington?

Mr. SyvincroN: That totalled 8357,083. Then 19227—A. 1922 the Frost
Company $173,000.

Q. We get the Frost written up again here—A. That is taken into profits
again in 1922.

Q. For the first time since 1917?7—A. Yes. .

Mr. McLaveuiin: The Western Canada Pulp & Paper was part of that.

Mr. Symingron: That has been made clear. It was only $5,000, the West-
ern Canada up to now.—A. The next item is Western Canada Pulp & Paper
$106,000 about. Prudential Trust Company $47,500. Holmes $13,500. British
Dominion Holding Corporation $83,600. Mercantile Qecurities Corporation $14,-
300. Canadian Property Company $48,800. Manufacturers Holding & Invest-
ment Corporation $43,500. King Shoes, Ltd., §19,600. In addition to that the
bank premises were written up a further sum of $181,000. And shares of the
Munufacturers’ Holding & Investment Corporation which had not previously
appearcd a3 an assct of the bank were written up §250,000, but of that amount
8208,000 was set aside to apprupriation fund, to provide for lo<-es. An appropria-
tion is an estimate of the amount required to meet losses on a date. The net
amount tuken in as profits in that year without that being being 841,000 or a
total for the yeur of 8772,400.

Q. The new items of importance there are the big jump of the Western Cuanada
Pulp and Paper from $3,000 to $106,000. This is interest only I understand ?—A.
Yes.

* Q. And the British Dominions Holding Corporation, do you know what that
was?—A. That was a corporation that usually was associated with Mr. Barnard's
affairs, of Montreal.

Q. We will be going into those later. 1 do not want to go into those details
now.

His LorpsHIp: You say you are going into these later?

Mr. SymineroN: The individual companies, yes, in connection with the
directors.

His Lorpsmip: That Pulp & Paper Company that ran up to $106,000, how
did that occur in that year?

Mr. SymiNeroN: Have you got that information?—A. The $5,000 as near
as T can ascertain it, was the interest charge for a small fraction of the previols
year only. In the following year the $105,000 represented the full year’s interest.
1t was only late in 1921 that the Western Canada Pulp & Paper Cémpany was
formed, therefore the bulk of that interest thut year would appear in the Frost
account.



»

HOME BANK OF CANADA 511

His Lorsuir: What was taken {from the one account into the other? That
Pulp & Paper Company had its ineeption in the Frost & Wood account hadl it
not?—A. Yes.

Mr. SymincToN: Frost and timber you had better say, sir.

His LorpsHip: Yes. That is where they got that credit that year, if 1
remember right, on that timber account, on a certain amount of money which
they said was paid but never was paid and was a division of companies.

Mr. SymineToN: Can you give us in 1920, 21 and ’22 how much was taken
from the Frost and charged to the other?—A. I am not prepared at the moment
to tell you that.

Mr. McLATGHLIN: $7’76,000.

Mr. SymiNeToN: 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 transferred
from the Frost indebtedness to the Western Canada Pulp & Paper?—A. Yes.

His Lorpsuip: 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 there not a debenture issue came in there Mr. Edwards?—A. Well
they did of course take their securities 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
calculation, would be only about $53,000?—A. Well, that was the amount trans-
ferred from the Frost account but that did not represent the position of the bank.
They spent money.

(). 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
& Paper?—A. Yes.

His Lorbsuip: And the interest on those further advances made it up to
over $100,000. I noticed the discrepancy in the amount.

Mr. SyMmiNeToN: Then a new feature appears, Mr. Edwards in the Manu-
facturers’ Holding & Investment Corporution, “ Written up.” What was that?
—A. That was the shares of that corporation; they were appraised for the pur-
poses of the bank at $250,000. There is no sign that the shares cost them any-
thing or that they ever held them before that. Whether Daly transferred the
shares to the bank or what occurred is not clear, but they have simply on their
books given those shares a value of $250,000.

Q. This being a Daly episode, I think that is as far as we will go just at
the moment. Then in 1923?—A. A. C. Frost & Co., $189,000. Western Canada
Pulp & Paper, $223,000. Prudential Trust Company, 350,500. Holmes, $15,300.
British Dominions Holding Corporation, $83,900. Canadian Property Company,
$82,200. Manufacturers’ Holding & Investment Corporation, $39,100. King
Shoes, Ltd., $14,400. In addition they wrote up bank premises by $19,000, and
they concealed a loss in their foreign exchange department. of approximately
$100,000. I believe that has since been ascertained to be $99,000.

Q. Was that carrying francs at par?—A. Something of that kind.

Q. So that made a total of $816,900, for the year 19237 Now the Western
Canada Pulp & Paper has more than doubled according to that?—A. Yes.

Mr. Rem: Who were the Directors of that Western Canada Pulp &
Paper? )

Mr. Symingron: I don’t know at the moment. On this phase of the in-
vestigation we are not going into the history of these companics, we are simply

P 78723—4
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showing what the expert suys was charged up to profits and was really unpaid
interest. That covers that summary I tifink Mr. Edwards-.

Mr. McLatgHLIN: T don’t know whether this might explain some of it.

Mr. SymingToN: Mr. Edwards has already stated that their security was
covered by the dehentures and that is taken into account.

Q. Then Mr. Edwards did you get any evidence of speculative profits made
by the bank? I confine you to the years prior to '22 or ’23; the yeurs 1918,
19 and ’20.—A. In 1918 and 1919 apparently profits were made on a number
of ~peculations: Montreal Transportation, $12,200. Canada West Coast $38, -
300. Canadian Locomotives, $63,900. Canada Steam-<hips, $13,500. Malahat
Motor Ships, 84,200. Whalen Pulp, $1,750.

Q. Will you explain what you mean by speculative profits?—A. The bank
dealt in the shares of these enterprixes.

Q. That is they simply bought and sold the shares?—A. Yes.

Q. For the purpose of making a profit or a loss as it might be. It was not
a que-tion of lending moneyv to these concerns at all?—A. No.

Q. Tt was a question of investing the bank’s money in stocks?>—A. Except-
ing to this extent, that <ome of the directors, Mr. Haney and others, appear to
have participated in the benefits of the transactions.

Q. Was that covered by loans to these people or how was that transacted
in the bank?—A. I don’t recall exactly how that appeared. If you will allow
me to reserve that.

Q. It is at page 122, at the bottom of the page, of your report. It is sug-
gested that these ventures were undertaken on joint account?—A. I do not
wish to speak too poxitively, of my own knowledge, at the moment. It is a
detuil that has escaped me at the moment. I would prefer to confirm my
recolleetion of it. .

Q. You prefer to leave that just now?—A. Yes. These profits in those
years of course, helped out the bank’s position. They are included as profit«
in the years to which they belong. ‘

Q. When they made those profits they went into the bank as earnings of
the bank?—A. Yes, and 1 have not questioned them.

Q. Now Mr. Edwards I do not want to go into any question with you
of statements to the Government, at the moment; and on this branch of the
case therefore, on which we are now proceding, have you anything further
which vou desire from your investigation to state to the Commission? I see
a mutter here of Canadian National Railway deposit. We are calling evidence
dircet so possiply it would save time if we do not go into that. Have you any
record of Ontario Government deposite?—A. I have made no note of it.

Q. Or of any other Government deposits, Dominion or any other?—A.
No. '

Q. You have made no notes of them at present?—A. No.

Cross-examined by Mr. Browning:

Q. You are appeuring here to-day, Mr. Edwards, as an auditor appointed
by the Government to go into the buoks of the bank?—A. Yes.

Q. Tie Dominion Government of course I mean?—A. Yes.

Q. And your experience has extended back over a term of how many
years?—A. 35.

»Q. And during that time vou have been connected somewhat intimately
with financial institutions and the examination of them?—A. Yes.

Q. T understood you to say to my learned friend that prior to May, 1916,
there were several very obviously que-tionable accounts, surrounded by sus-
picious circumstances on the face of them; am I correct?—A. Yes.

Q. Those were the Frost and the Banque Internationale and the others
as named to him?—A. Yes.
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Q. Which you now have written down at a lcs=s of some $3,370,0007—
A Yes.

Q. Does that mean in your opinion that apart from the shareholders’
liability, the bank was insolvent to that extent, in $3,370,000, taking insolvency
in the general term in which it is used?—A. I would judge that these figures
would indicate that the bank’s capital and reserve had been absorbed at that
date.

Q. Apart from the double lizbility of the shareholders, the bank was some
3,000,000 to the bad, or how much would you sav it was to the bad over and
above the shareholders’ liability >—A. The shareho!ders’ double liability?

Q. Yes—A. Of course one cannot estimate what the double’ lisbility would
yield. .

Q. But you know how much outstanding stock there was.—A. There was
about $2,000,000 approximately of outstandims stock. The paid up capital in
1916 was $1,946,000; subscribed $2,000,000” It is so stated. They had a
reserve of $300,000 and they had some balance to the credit of their profit and
lo~s account. Altogether two millions and a half would cover the sharcholders
account, that is the shareholders’ capital reserve and stock and so on.

Q. If you were asked to make a statement of the assets and liabilities, if
it were insolvent at that time, what would vou state them to be, in the light
of present day events?—A. T would say that the capital and reserve were
certainly gone at that time. It would be a matter of opinion as to what extent
that estimate might be enlarged.

Q. They were certainly gone and probably some considerable amount
more.—A. I should think so.

His Logpsurp: If you would not mind, Mr. Browning, 1 would like you
to get from the witness at this point a little explanation of that list of figures
in 1916. There were deposits then of a little over ten millions of dollars. They
assert their liabilitics were $18,722,000 odd and their assets were $21,000,000.
What is the general effect of that? $3,000,000 odd bad debt or accumulation
of bad debts on the general standing of the bank at that time? 1 do not want
to ask the witness questions.

Mr. BrowninGg: We personally have not the figures before us. Will you
answer the Commissioner’s question, Mr. Edwards? Your lordship is asking the
witness, I understand?

His Lorosuip: I thought perhaps you would question the witness along that
line. You may be going to bring out exactly what I have in mind. Supposing
this witness had heen put in there in 1916 and made an audit for the Depart-
ment, I would like to know what he would have considered the standing of the
bank was in the face of that loss of three or four millions?

Mr. SymingToN: Mr. Browning suggests that as I have seen this I should
a<k him. Mr. Edwards, you have that statement before you.

His Lorpsurp: I have not had the advantage of looking at this, Mr.
Browning.

Mr. BrowNinGg: No.

Mr. SymineTon: If you look at 1916, the liubilities are shown as<$18,000,-
000 and the asscts as $21,000,000. Now as I take it, Mr. Edwards, you say
as a result of your investigation that tho~e assets would have been reduced by
about #3,000,0007—A. Yes. o

Q. That would have been the exact situation, therefore the liabilities and
assets would have been, roughly speuking, about the same?—A. Yes.

Mr. SymineToN: Is that what your lordship wanted? .

His LorpsHip: I wanted him to say that. You have put that in his
evidence and he assents to it, that is all right. Then assuming that all the
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other assets were liquid and could be realized upon, that would have left pretty
neurly enough money for the depositors?—A. Pretty nearly.

Q. The deposits were 'ten millions and better at that time. Of course that
would wipe the shareholders out absolutely ?—A. Quite.

Q. And if there had been any lack of funds to satisfy the depositors the
double liability would be there to meet that, presumably?—A. Yes.

Mr. SymingToN: Do those total liabilities not include the capital stock ?—
A. No, the capital stock and the shareholders’ accounts; that is the capital
stock and profit and loss balance would be substantialiy the difference between
the total liabilities and the total assets.

Q. What you are saying is that the two first items on that sheet, the two
million and so on and the three hundred thousand would approximately be
the difference?—A. I think that is_about it.

Q. It amountx to nearly tw@%nillion odd.—A. There is a profit und lovs
balance not mentioned there. I don’t know why it is not.

Q. In any event, it is clear that in the liabilitics the stock liabilities are
not shown?—A. I think it agrees. The difference in 1916 between the total
liabilitics and the total assets is $2.300.000. Capital paid up and reserve added
together make approximately the same amount.

His Lorpsuip: You will excuse me, Mr. Browning. I did not want to
interrupt your cross-examination of the witness.

Mr. BrownNing: No, I quite appreciate that, my lord.

Q. In May, 1916, Mr. Edwards, writing off the loss of approximately
$3,000,000, the amount due the depositors, profit and lo~s and other accounts
other than the capital, would have been about equal to the assets available?—
A. Yes.

Q. Now, after the end of the fiscal year, May 31, 1916, would a very
extraordinary investigation have been required to discover theze questionable
accounts and the manner in which the business of the bank had becn carried
on with reference to them?—A. T don’t think it would have taken very long.

Q. Could it all have been done by going through the head office books?—
A. There is nothing else referred to here. The Toronto office books.

Q. I do not hear you.—A. Only the Toronto office books are considered
here.

Q. So that an examination of the Toronto officc would have disclosed the
nature of these aceounts and the way in which the business regarding them had
been carried on?—A. Yez. . .

Q. And would such an investigation have required the scrvices 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 discover for instance
the unfortunate circumstances in connection with the Frost account and the
Banque Internationale?—A. No, I think not. Of course, an accountant going in
* at that time and having ascertained what I have mentioned here, would not
stop there. He would go through other branches, and examine the affairs of
the bank thoroughly and that might take longer.

Q. But a very superficial examination would have disclosed the Chicago
and Milwaukee end of the Frost account?—A. Yes,

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 disclosed that heavy loans had been made on real
estate subdivision properties?—A. Yes.

Q. And loans directly or indirectly on land through the A. G. Holmes
serip transactions?—A. Yes.
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Q. In connection with the Frost account, Mr. Edwards, has your examin-
ation 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 cases, in speculative transactions?—A. There are evidences of
Frost having given notes for 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 outlawed 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. T would not say there was any serious 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 out 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 secuyrities 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 assets 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 is another 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 those tests were complied with in the case of the Home
Bank 7—A. Well, they appear to have been able to carry on the business and mcet,
the demands made upon them. As to earnings, I think there was no carning
power there. :

Q. How were they able to carry on from 1916 to 1923, notwithstanding
Mr. Lash’s doubts that they could carry on?—A. Well, that is a matter for
conjecture, but I think-that, at that time, credits of the country were expanding
by reason of conditions of war, deposits were coming in, and the available
resources of the bank were increasing quite materially at that time.

(). Were they not being increased at the cxpense of the depositors?—A.
Well, of course, the depositors furnished the resources.

Q. And the bank, from 1916 to 1923, only carried on by virtue of increasing
deposits?—A. Yes.

Q. And T understand you to say that except in two years, possibly 1918
and 1919, the bank’s dividends were never paid out of moneys actually earned
and rcceived 7-——A. Yes, I think that is correct.

Q. So that, from 1916 to 1923, taking each year as a year by itself, with
the exception of the two years, 1918 and 1919, the bank was steadily growing
worse?—A. Yes. \

Q. And even during those years, as a whole, it was growing worse, becau~c
of the accumulated interest back of those years?—A. Well, it might be Iair to
say that the bank held it< own in those two years, because there was sufficient
of profits left out of which to pay the dividends, and something more, in those
two years.

Q. Will you look at Exhibit 132, page 292, Mr. Edwards, a letter from
La<h to Fisher, the second paragraph from the end. Was Mr. Lash correct
when he spoke of the amount locked up indefinitely being more than probably
three times the paid-up capital, and more than half the total deposit<?—A.
Well, I think what he stated was substantially correct. His estimate of locked-
up capital was rather greater than my own, but he probably had a better
knowledge.

Q. I think you have told me that an audit, such as Mr. Lash at one time
thought was necessary, and some of the others, could have been conducted
quietly and without the public being aware of it?—A. 1 think with proper
precaution and good judgment if, could have been done without any danger to
the bank.

Q. I understood another witness to say it has been done in one or two.
instances, probably more?—A. Yes.

YQ. You heard the Ex-Minister of Finance give his evidence, did you?—
A. Yes. .

Q. You heard his opinion as to the value of audits. He did not scem to
have a very high idea of their value. In any case, do you agree with him that
an audit in this case, or in any case, is an advantage, divesting your~elf of any
prejudice you may have as an auditor?—A. T do not want to quarrel with Sir

. Thomas White.

Q. You are not quarrelling with Sir Thomas White, you are ‘simply
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 evidence of a distinguished 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 existence of the uuditing profes-
sion is an answer. The growth and the use of accountants’ services each year
would abunduntly answer the question a~ to whether they are a useful body
of men.

Q. Do 1 understand 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
does his duty I would say so, certainly.
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Q. I am speaking of an audit by a competent man.—A. Quite.

Q. Then what do you say as 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
part of your question.

Q. I asked you, what is your opinion as to the value of an external audit
if made in May, 1916, or after the end of the year?—A. I think it would have
been very illuminating.

Q. Would it have been disclosing? I suppose you mean by that that light
would have been thrown upon the real situation?—A. I think S0.

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 second paragraph re Pellatt:

“ No interest charge to this account remains unpaid; on the contrary
all interest has been paid and the principal has been reduced.”

Was that statement correct?—A. I would say not.

Q. And I presume the correctness of that statement, could have been ascer-
tamed by an auditor appointed either by Mr. Lash or by the Minister?—A.
I think so. \

Q. Have you read somewhat carefully the reports made by Mr. Lash to
the Minister, in 1918, in answer to the Minister's inquiry following Mr. Mac-
haffie’s complaint?—A. What complaint would that be?

Q. I am speaking generally of the communications between Mr. Lash and
the Minister, to which Mr. Lash answers, or attempts to answer, the Minister’s
request for information; there are a number of them?—A. Well, T 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 statement, I
think, was made by Mr. Hancy.

Q. Do you think that is a free, frank and full disclosure in answer to the
request made by the Minister, such as should have satisfied & man who was
looking for information? If you do not care to answer that I won’t press it,
but you are a man of financiul experience, disinterested, not overwheimed by
war cares.—A. If considered superficially it might have satisfied.

His Lorpsnrr: Taken superficially it would not be any report ut all that
would be of any good?

Wirness: T would think not, sir. The report does not, in my opinion,
indicate the true position of the bank with reference to these matters.

Mr. BrownNinG: Is it not rather an argument or a request more than a
report>—A. Well, Mr. Lash, 1 suppose, was the counsel of the bank and was
reporting in that capacity, I judge so.

Q. Look at Exhibit 46, puge 78, Mr. Edwards, please, a letter from the
Honourable Mr. White to Mr. Jones, asking for an inquiry into the accounts
mentioned, under the provisions of 56A of the Act.—A. That was an inquiry
into three accounts.

Q. What three accounts were they, as you recall them?—A. The Frost,
Prudential and Pellatt.

Q. Look at Exhibit 61, page 90, a lctter from Jones to Sir Thomas White.

His Lorpsuip: What page?

Mr. BrownNinaG: Page 90. That reads:

“ With further reference to your letter of the 24th ult., T beg to send
yvou herewith a statement showing details of advances, repayments, and
interest, in the A. C. Frost Company account, which statement I have
duly verified by the books of the bank.”

No reference there to any other accounts but the Frost.
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His LorpsHip: Is thut the only reply that Mr. Jones made to the Min-
ister? '
Mr. Browning: There is a reply made by the Directors themselves.

His LorpsHir: No, but Mr. Jones.
Mr. Symineron: There are two on that page, sir. I think we ought to be

fair. You will remember that, first, the Minister wrote asking for those three

accounts, then he subsequently wrote and only asked for one. Now, that is a
letter you will find in there. \

Mr. BRowNING: In the meantime, the letter on page 78 has not been can-
celled, in any way.

Mr. Symincron: There was a subsequent letter.

Mr. Brow~TNG: 1 have that right here, that is on page 89, but that does
not relieve him of the necessity of replying to the other.

Mr. SymingTon: Your lordship will see it'at page 89:

“ Referring to my previous lctter requesting an investigation by you
of certain accounts of the dbove bank, I shall be glad if you will send
me as soon as po-sible a detalled statement: showing advances, repay-
ments, and interest charges on the A. C. Frost Company account. The
Western members of the Board have thought it desirable that I shouid
obtain this information. Your prompt attention will oblige.” .

Mr. BrowninGg: My learned friend and I, 1 think, are at variance in the
matter.

Mr. Symineron: 1 quite conceive someone arguing the other way. I simply
think the Commission should have it before them.

His Lorpsurp: For whatever reason may be ascribed, that is the only repurt
that Mr. Jones made to the Minister, is it?

Mr. Browning: That is what T wish to get from Mr. Edwards. The only
report that has been sent in is the one attached to Mr. Jones” letter of March
1st, excepting vertain other reports which were sent in by Colonel Mason?—A.
Afterwards.

Q. A very short time afterwards too, I think.

His LorpsHip: You need not proceed any further to-night, Mr. Browning.
We will adjourn till ten o’clock to-morrow morning.

(Proceedings stand adjourned ut 4.30 p.m. Tuc~day, 6th May, 1924, until 10
a.m. Wednesday, 7th Muy, 1921.)
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