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No. C. 337/1932 RECORD
In the

3n tfje Supreme Court of prtttsfj Columbia
Columbia

BETWEEN: Element

CAMERON LUMBER COMPANY LIMITED, °nuWritPlaintiff, Feb- 22 ' 1932 
AND:

THE MOUNT ROYAL ASSURANCE COMPANY,
Defendant.

No. 1 
10 ENDORSEMENT ON WRIT

The Plaintiff's Claim is against the Defendant under a policy 
of insurance upon fixed charges, made by the Defendant on the 
20th of January, 1931, for the sum of $3,909.72, in respect of a 
fire which occurred on the 25th of February, 1931.

(Endorsement on Writ against the above-named Defendant 
No. C. 249/1932 issued Feb. 9/32 identical with above).

No. C. 250/1932 

IN THE SUPREME COURT OF BRITISH COLUMBIA NO. 2
Endorsement ————————— on Writ

BETWEEN : Feb. 9,1932
20 CAMERON LUMBER COMPANY LIMITED,

Plaintiff,
AND:

HOME FIRE & MARINE INSURANCE COMPANY,
Defendant.

No. 2 
ENDORSEMENT ON WRIT

The Plaintiff's Claim is against the Defendant under a policy 
of insurance upon fixed charges, made by the Defendant on the 
16th of May, 1930, for the sum of $7,819.44, in respect of a fire 

30 which occurred on the 25th of February, 1931.



RECORD No. C. 251/1932
In the

supreme court IN THE SUPREME COURT OF BRITISH COLUMBIA
of British
Columbia ___________

No. 3 BETWEEN :
Endorsement CAMERON LUMBER COMPANY LIMITED, 
Feb. 9, 1932 Plaintiff, 

AND:
IMPERIAL INSURANCE OFFICE,

Defendant.

No. 3 
ENDORSEMENT ON WRIT 10

The Plaintiff's Claim is against the Defendant under a policy 
of insurance upon fixed charges, made by the Defendant on the 
12th of May, 1930, for the sum of $4,300.70, in respect of a fire 
which occurred on the 25th of February, 1931.

No. 4 
Endorsement 
onWrit _ 
Feb. 9, 1932 BETWEEN:

No. C. 252/1932 

IN THE SUPREME COURT OF BRITISH COLUMBIA

CAMERON LUMBER COMPANY LIMITED,
Plaintiff, 

AND: 20
FIRE ASSOCIATION OF PHILADELPHIA,

Defendant.

No. 4 
ENDORSEMENT ON WRIT

The Plaintiff's Claim is against the Defendant under a policy 
of insurance upon fixed charges, made by the Defendant on the 
10th of July, 1930, for the sum of $3,909.72, in respect of a fire 
which occurred on the 25th of February, 1931.



No. C. 253/1932 RECORD
In the

IN THE SUPREME COURT OF BRITISH COLUMBIA Su^co**
of British 

___________ Columbia

BETWEEN : No. 5
CAMERON LUMBER COMPANY LIMITED, on Writ"61"

Plaintiff, Feb. 9,1932 
AND:

CANADA SECURITY ASSURANCE CO.,
Defendant.

No. 5 
10 ENDORSEMENT ON WRIT

The Plaintiff's Claim is against the Defendant under a policy 
of insurance upon fixed charges, made by the Defendant on the 
10th of July, 1930, for the sum of $1,954.87, in respect of a fire 
which occurred on the 25th of February, 1931.

No. C. 254/1932 

IN THE SUPREME COURT OF BRITISH COLUMBIA No. 6
Endorsement 

————————— on Writ
BETWEEN : Feb- 9,1932 

CAMERON LUMBER COMPANY LIMITED,
Plaintiff, 

20 AND:
UNION FIRE ACCIDENT & GENERAL INSURANCE

COMPANY,
Defendant.

No. 6 
ENDORSEMENT ON WRIT

The Plaintiff's Claim is against the Defendant under a policy 
of insurance upon fixed charges, made by the Defendant on the 
16th of May, 1930, for the sum of $2,345.83, in respect of a fire 
which occurred on the 25th of February, 1931.



No. C. 329/1932RECORD

In the
supreme court IN THE SUPREME COURT OF BRITISH COLUMBIA
of British
Columbia ___________

No. 7 BETWEEN :
onWrkment CAMERON LUMBER COMPANY LIMITED,
Feb. 20,1932 Plaintiff, 

AND:
EAGLE STAR & BRITISH DOMINIONS INSURANCE 

COMPANY LIMITED,
Defendant.

No. 7 10 
ENDORSEMENT ON WRIT

The Plaintiff's Claim is against the Defendant under a policy 
of insurance upon fixed charges, made by the Defendant on the 
20th of January, 1931, for the sum of $3,909.72, in respect of a fire 
which occurred on the 25th of February, 1931.



No. 249/32 RECORD
In the

IN THE SUPREME COURT OP BRITISH COLUMBIA Supreme Court
of British 

___________ Columbia

Between: No. 337/32 cation
CAMERON LUMBER COMPANY LIMITED, Orderand Plaintiff, Mar' 10' 1932 

THE MOUNT ROYAL ASSURANCE COMPANY,
Defendant,

And between: No. 250/32
CAMERON LUMBER COMPANY LIMITED,

10 and Plaintiff, 
HOME FIRE & MARINE INSURANCE COMPANY,

Defendant,

And between: No. 251/32
CAMERON LUMBER COMPANY LIMITED,

and Plaintiff, 
IMPERIAL INSURANCE OFFICE,

Defendant,

And between: No. 252/32
CAMERON LUMBER COMPANY LIMITED,

20 and Plaintiff, 
FIRE ASSOCIATION OF PHILADELPHIA,

Defendant,

And between: No. 253/32
CAMERON LUMBER COMPANY LIMITED,

and Plaintiff, 
CANADA SECURITY ASSURANCE Co.,

Defendant,

And between: No. 254/32
CAMERON LUMBER COMPANY LIMITED,

30 and Plaintiff, 
UNION FIRE ACCIDENT & GENERAL INSURANCE COMPANY,

Defendant,



RECORD And between:
In the

Supreme Court 
of British 
Columbia

No. 8
Consolidation 
Order 
Mar. 10,1932

(Cont'd)

No. 329/32
CAMERON LUMBER COMPANY LIMITED,

and Plaintiff, 
EAGLE STAR & BRITISH DOMINIONS INSURANCE COMPANY

LIMITED,
Defendant.

BEFORE THE HONOURABLE 
MR. JUSTICE D. A. McDONALD 
IN CHAMBERS

THURSDAY, the 10th 
of March, 1932

No. 8 
CONSOLIDATION ORDER 10

Upon the application of the Plaintiff for a consolidation of 
the above-mentioned actions, and UPON hearing Mr. Johannson 
of Counsel for the Plaintiff, and by consent:

IT IS ORDERED that all the actions above-mentioned be 
consolidated and do henceforth proceed as one action and that all 
pleadings and proceedings hence forth be intituled in the styles 
of cause set out above, and that judgment be entered for or against 
the several defendants severally, and that the costs of and occa 
sioned by this application be costs in the cause.

'HUGO RAY' . A. MCDONALD, 20



AMENDED PURSUANT TO THE ORDERS OF THE HONOURABLE THE RECORD 
CHIEF JUSTICE DATED THE 3RD OF MAY, 1932, AND THE 18ra OF inthe

MAY, 1932 JfiSS**"
___________ Columbia

AT n No- 9 
-NO. 9 Amended

AMENDED STATEMENT OF CLAIM XT™ 0*
Writ in Action No. C. 249/32 issued 9th February, 1932. May is, 1932 
Writ in Action No. C. 337/32 issued 22nd February, 1932. 
Writ in Action No. C. 250/32 issued 9th February, 1932. 
Writ in Action No. C. 251/32 issued 9th February, 1932. 

10 Writ in Action No. C. 252/32 issued 9th February, 1932. 
Writ in Action No. C. 253/32 issued 9th February, 1932. 
Writ in Action No. C. 254/32 issued 9th February, 1932. 
Writ in Action No. C. 329/32 issued 20th February, 1932.

1. The Plaintiff, a Company duly incorporated under the 
laws of the Province of British Columbia, at all material times 
carried on the business of lumber manfacture on the west side of 
Grarbally Road in the City of Victoria, in the Province of British 
Columbia.

2. The Plaintiff effected insurance as follows:
No. of Amount 

20 Name of Insurer Date of Policy Policy Insured
Canada Security
Assurance Company 10th July, 1930 905,489 $ 2,500.00
Fire Association of
Philadelphia 10th July, 1930 21,205 5,000.00
Imperial Insurance
Office 12th May, 1930 219,164 5,500.00
Home Fire & Marine
Assurance Company 16th May, 1930 189,888 10,000.00
Eagle Star & British 

30 Dominions Insurance
Company Limited 20th Jan., 1931 1,056,590 5,000.00
The Mount Royal
Assurance Company 20th Jan., 1931 7,000,075 5,000.00
Union Fire Accident
& General Insurance
Company 16th May, 1930 4,017,266 3,000.00



RECORD

In the
Supreme Court 
of British 
Columbia

No. 9 
Amended 
Statement of 
Claim
May 18, 1932 

(Cont'd)

8

3. Each of the said policies insured the Plaintiff to the fol 
lowing effect, viz., that if the buildings occupied by the Plaintiff 
as a lumber manufacturing plant, or the machinery or equipment 
contained therein, situate as aforesaid, should be destroyed or 
damaged by fire, so as to necessitate a total or partial suspension 
of business, the Plaintiff should be indemnified for the actual loss 
sustained (during a period commencing with the date of the fire 
and not limited by the date of expiration of the said policies) con 
sisting of such fixed charges and expenses as must necessarily 
continue during a total or partial suspension of business, but to 10 
the extent only that such fixed charges and expenses would have 
been earned had no fire occurred.

4. On the 25th of February, 1931, a fire occurred at the plant 
of the Plaintiff at Garbally Road as aforesaid within the period 
limited by the said policies and burnt the Plaintiff's sawmill, lath 
mill, wharf and other buildings, thereby causing a suspension of 
business.

5. The fixed charges and expenses which necessarily con 
tinued during the said suspension of business were as follows:

Trade Licenses ....................._....-......._.....$ 500.00
Taxes ....._............................_...._......................_.. 2,591.77
Foreshore Bent ...........................-...._..... 46.16
Truck & Car Licenses..............™....-..... 202.58
Debenture Interest .....„...._............_..... 1,845.83
Insurance ..........._........................................ 8,360.71
Two Watchmen .....................__.._..... 1,400.00
Janitor .........................._.........,....._...„...._..... 120.00
President ___________............... 6,562.50
Vice-President ..........._...._............_..... 3,050.00
Secretary & Treasurer....™.......-........... 4,120.00
Accountant ............,...._...._...._...._........_.. 2,150.00
Telephone—Fixed Rent..................... 207.50

20

30

$31,157.05

6. The actual loss sustained by the Plaintiff in the terms of 
the said policies is as follows:

Fixed charges for 10 months Per Diem 
(25 days to the month) .......................$31,157.05 $ 124.62

Amount of fixed charges
which would have been earned...... 31,157.05 124.62

40



The time required for reconstructing the buildings mentioned RECORD
in paragraph 4 hereof and equipping them and for rendering the /« the
plant fit and ready for operation would have been ten months. s*ij^/0"'

The total of the said insurance amounts to $36,000.00 to be Colttmbia 
calculated on a period of 300 days, viz: $120.00 a day. No. 9

Since the fixed charges amounted to $124.62 a day and the statement of 
insurance amounted to $120.00 a day, therefore the insured daily claim

$120.00 May is, 1932 
loss amounted to ————— of $120.00=$115.56 a day. (Cont'd) 

10 $124.62
Particulars are delivered herewith and exceed three folios.

7. The Plaintiff's claim is therefore for the sum of $28,890.00 
based on a daily loss of $115.56 for 250 days, proportioned amongst 
the Defendants as follows:

Canada Security Assurance Co...................$2,006.25
Fire Association of Philadelphia............... 4,012.50
Imperial Insurance Office ............................... 4,413.75
Home Fire & Marine Insurance Co......... 8,025.00
Eagle Star & British Dominions 

20 Insurance Company Limited............... 4,012.50
Mount Royal Assurance Company............ 4,012.50
Union Fire Accident & General

Insurance Company .....„...........,.........._..... 2,407.50

$28,890.00

8. The Defendants, by a letter dated the 19th of December, 
1931, signed 011 their behalf by their adjuster, W. B. Cromtoie, 
refused payment of the Plaintiff's claims and denied that the 

30 Plaintiff had any right of action under the said policies.

THE PLAINTIFF THEREFORE CLAIMS:
1. A declaration that the Defendants are bound to indemnify 

the Plaintiff against the said loss.
2. The sum of $28,890.00 proportioned amongst the Defend 

ants as aforesaid.
Place of Trial—Victoria, B.C.

DATED at Vancouver, B.C., this 18th day of May, 1932.
"W. S. LANE," 

Plaintiff's Solicitor



RECORD

In the
Supreme Court 
of British 
Columbia

No. 9 
Amended 
Statement of 
Claim 
May 18, 1932

(Cont'd)

No. 10 
Particulars 
Paragraph 6 
Statement of 
Claim 
May 18, 1932

10

DELIVERED by W. S. Lane, of the firm Mayers, Locke, 
Lane & Johannson, whose place of business and address for service 
is at 703 Rogers Bldg., Vancouver, B.C.

To the Defendants:
And to Walsh, Bull, Housser, Tupper & Molson, 

Solicitors for the Defendants.

No. 10

PARTICULARS OF PARAGRAPH 6 OP THE 
STATEMENT OF CLAIM

The estimated profit is computed as follows:
Actual loss on operations at Wilf ert Mill, leased by
Plaintiff, according to Sheet l................_................-........._....................$51,891.63
Expenses incurred in excess of customary costs,
due to fire, according to Sheet 2.....-.........™................-..........................- 22,218.72

Difference, being loss which would have occurred in
Plaintiff's main operation................_.........................-............................$29,674.91
Estimated extra revenue lost by reason of the fire,
according to Sheets 3 and 4......................™......._...................................._..... 32,930.20

10

Estimated profit had no fire occurred....._...............™...........,..............$ 3,255.29
20

DATED at Vancouver, B.C. this 18th day of May, 1932.

"W. S. LANE," 
Solicitor for the Plaintiff

To the above-named Defendants:
And to W. W. Walsh, Esq., 

Their Solicitor.



11
SHEET 1 RECORD

In the
CAMERON LUMBER CO., LTD., STATEMENT OF PROFIT sof^eshCourt 
AND LOSS, TEN MONTHS ENDING DECEMBER 31, 1931 ^««*«

No. 10 
SALES: (Less Discounts) .......................................... $309,190.37 Particulars
STOCKS : On Hand Dec. 31.......................................... 157,105.00 Paragraph 6

Statement of

$466,295.37 1932 
———————— (Cont'd) 

STOCKS: On Hand March lst...........,....................$234,549.34
10 PURCHASES : ............................................................................. 126,529.88

WAGES: ....................................................................................... 64,307.80
SCOWING, TOWING & WHARFAGE:............... 5,706.49 431,093.51

GROSS TRADING REVENUE:................™................. $ 35,201.86
SUNDRY REVENUE:

Rents ....................................................._.........................................$425.23
Log Splitting ........................................................................... 290.86
Exchange ................._......................................._.............................276.53
Sales of Power....................................................................... 285.72

20 Dividends ..........._................,..............................................,...... 118.50 1,396.84

$36,598.70 
EXPENSES :

Selling .....................................................m........._..........m....$10,005.44
Advertising ................._....„....„....„...._............................. 1,147.64
Administration ............................................................... 13,559.71
Interest on Loan......................._................................... 1,512.95
Office ................._................_...._..........„................................ 3,624.26
Debenture Interest & Expenses..................... 1,631.25

30 Postage ................._.............................................................. 359.68
Telephone & Telegraph.......................................... 929.01
Insurance & Taxes.................................................... 11,478.08
Repairs & Supplies.................................................. 26,895.74
Accident & Insurance................................................ 1,877.37
Power ..................................................................................... 12,229.13
Miscellaneous .................................................................. 3,214.79
Bad Debts ..................................................................... 25.28 $88,490.33

LOSS for 10 months ending Dec. 31, 1931 
40 including Fire Excess Costs but excluding

Depreciation ....._....™..............................._........._...._...............................................$51,891.63



12

RECORD

In the
Supreme Court 
of British 
Columbia

No. 10 
Particulars 
Paragraph 6 
Statement of 
Claim 
May 18, 1932

(Cont'd)

SHEET 2

CAMERON LUMBER CO., LTD. 
1931

Expenses Incurred in Excess of Customary Costs due to the Fire

TOWING LOGS from Cameron to Wilfert Mill.....-...........$ 300.00
TOWING LUMBER, 6,360,284 ft., from Wilfert to 

Cameron Mill for manufacture, and Scow 
Rental ....._....-....„...._........„............._...._..........„.............._...._.......... 4,618.00

HANDLING LUMBER at Cameron Mill from Dock
to Mill Machines, 6,360,284 ft © $1.00........................ 6,360.28 HI

EXTRA PLANING MILL COSTS due to running at 
partial capacity:—
Costs for 10 months ending 

December 31st ..........._.....$19,683.99

Cost for 1931____$1.97 
" " 1930 $1.64 Labor 

Less 20% Labor .32

Supplies
$1.32 

.22 1.54 

.43

25% under 
capacity ... 5,511.51 20

SPECIAL FIRE EXPENSES :
Establishing Resaw, Conveyor, etc.....................................

EXTRA POWER COSTS:
Power Purchased .....„...........,.........„....-................-.....$ 595.20
Wood " .......................................................... 1,990.00
Labor on Wood...........-..............-....-.........._.........._..... 685.55
Sawdust Purchased ................__.....__............ 54.00

2,102.18

3,324.75 30

$22,216.72



13

10

SHEET 3
The Loss for the 10 months ending 
December 31st, 1931, after excluding 
extraordinary costs occasioned by the 
fire and according to the books of the 
Company was ......„.._...._...„....................._...._...—.
This excludes Depreciation, which is 
not a Cash item and is not included in 
the presumed overhead.

$29,674.91

Had there been no fire, the Company 
would have been enabled to secure 
additional net revenue from Sundry 
and Lumber by-products amounting 
to, as set forth in Table "A".............................$15,673.25
The Company was also deprived of 
the opportunity of obtaining net 
revenue from the sale of Power, 
amounting to, as set forth in Table " B''... 17,256.95 

20 ESTIMATED TOTAL REVENUE PREVENTED............................................$32,930.20

RECORD

In the
Supreme Court 
of British 
Columbia

No. 10 
Particulars 
Paragraph 6 
Statement of 
Claim 
May 18, 1932

(Cont'd)

Probable Profit had no fire occurred.................-...........................-.....$ 3,255.29
TABLE"A"

COMPARISON OF REVENUE FROM SUNDRY AND 
LUMBER BY-PRODUCTS

1930 1931 
Revenue Costs Net Profit Revenue Costs 

Wood&
Sawdust $28,201.80 $ 7,304.93 $20,896.87 $ 9,553.38 $ 2,701.90 

30 Lath 10,050.46 5,263.73 4,786.73 4,651.44 2,312.13 
Teaming 6,166.80 5,002.94 1,163.86 3,530.94 3,338.31 
Rents 4,203.80 404.48 3,799.32 1,098.00 330.90 
Shingles 14,929.79 13,897.36 1,032.43 25,302.99 21,931.07 
Sash & 
Door 10,373.63 9,429.41 944.22 4,981.26 4,688.17

Net Profit

$ 6,851.48
2,339.31

192.63
767.10

3,371.92

293.09

40

$73,926.28 $41,302.85 $32,623.43 $49,118.01 $35,302.48 $13,815.53

Net Revenue for year 1930........................$32,623.43
" " " " 1931__.......... 13,815.53

Decrease in Revenue for 12 months...$18,807.90

Decrease in revenue from Lumber and Sundry 
By-Products for ten months....._.........._......................-.....$15,673.25



RECORD

In the
Supreme Court 
of British 
Columbia

No. 10 
Particulars 
Paragraph 6 
Statement of 
Claim 
May 18, 1932

(Cont'd)

14

SHEET 4 
TABLE "B"

"POWER"
In 10 months (280 days) the Plant could generate 6,832,000 KW 
" " " " " " MiU would use.....-....-........l,100,000 "

Balance available for B.C. Electric Co._____5,732,000 " 
5,000,000 KW © l/3c per KW.....-..........................._................$19,106.67

The extra cost of labor and supplies and depreciation
running longer than time required for mill operation...... 1,564.00

Revenue available ...........-..........-......................-.........................-....-.....$17,542.67
Revenue received for 10 months ending December 31, 
1931 ...................................„....-...........................„................_.........._..........„....„...._.....

10

285.72

LOSS OF REVENUE from Power Sales........................$17,256.95

No. 11 
Amended 
Statement of 
Defence 
May 21,1932

20

No. 11 
AMENDED STATEMENT OF DEFENCE

Amended pursuant to the Orders of the Honourable The
Chief Justice, dated the 3rd day of May, 1932, and the

18th day of May, 1932
1. The Defendants admit that the Plaintiff was insured 

under the policies mentioned in paragraph 2 of the Statement of 
Claim herein, and say that the said policies, each of which exceed 
three folios in length, will be referred to for greater particularity 
at the trial of this action.

2. The Defendants admit that the several policies of insur 
ance contain provisions, the general purport of which is set forth 
in paragraph 3 of the Statement of Claim herein, but say that each 
of the said policies will speak for itself as to the tenor and effect 30 
thereof and the same will be referred to for greater particularity 
at the trial of this action.

3. In reply to Paragraph 4 of the Statement of Claim herein 
the Defendants admit that a fire occurred on or about the 25th 
day of February, 1931, as therein alleged whereby the Plaintiff's 
sawmill building and sawmill machinery and equipment therein 
contained was damaged or destroyed by fire, and whereby certain
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fuel houses, equipment and conveyors and miscellaneous equip- RECORD 
ment was damaged or destroyed by fire, but that only a partial intbe 
suspension of business was caused thereby, the major portion of Su, p™™s£o 
the Plaintiff's plant covered by the policies of insurance in ques- Columbia 
tion being neither damaged nor destroyed, nor in any way put •—- 
out Of commission. Amended

4. The Defendants deny each and every allegation of fact 
set forth in Paragraph 5 of the Statement of Claim herein and 
deny that there were any fixed charges or expenses whatsoever (Cont'd) 

10 which necessarily continued during the suspension of business, 
if any, and in particular deny that the items of fixed charges and 
expenses set forth in Paragraph 5 of the Statement of Claim or 
any of them were properly chargeable against the Plaintiff's 
operation or any part of the same. ALTERNATIVELY the 
items set forth in paragraph 5 of the Statement of Claim are not 
a complete and correct statement of the fixed charges and expenses 
of the Plaintiff prior to the date of the fire, and the Defendants 
say that a correct statement of the annual fixed charges and ex 
penses of the Plaintiff prior to the fire is as follows:

20 Trade Licenses .......................................$ 600.00
Taxes ............................................................... 2,989.99
Foreshore Rental................................. 55.40
Truck Licenses ....................................... 243.10
Railroad Siding Rental.................. 300.00
Bank Interest ..........................................10,500.00
Debenture Interest.............................. 2,175.00
Insurance ........................................._...........16,366.00
Watchmen ................................................... 1,680.00
Janitor ........................................................... 300.00

30 President ...................................................... 7,800.00
Vice-President .._________ 3,900.00
A. W. Miller, Sec. Treas......_..... 5,040.00
Accountant ................................................ 2,700.00
Superintendent ....................................... 2,100.00
Millwright ................................................... 2,100.00
Telephone Fixed Rentals.............. 258.00

$59,107.49

40 5. The Defendants deny each and every allegation of fact 
set forth in Paragraph 6 of the Statement of Claim herein and 
deny that the Plaintiff sustained the loss therein set forth or any 
loss whatsoever, and in particular deny that any fixed charges or 
expenses whatsoever were being earned by the Plaintiff at the time
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(Cont'd)

of the said fire or would have been earned by the Plaintiff during 
any period of suspension caused by the said fire or any damage 
resulting therefrom, and the Defendants deny that the method 
of computation set forth in paragraph 6 of the Statement of Claim 
is true or correct, and denies that the insured daily loss amounted 
to $115.56 per day as alleged. The Defendants say that the Plain 
tiff's fixed charges prior to the date of the fire amounted to 
$59,107.49 annually, or $197.02 a day, and the insurance amounted 
to $120.00 a day; therefore the insured daily loss amounted to

120 10 
——— of $125.76=$76.5859 a day The Defendants deny that the 
197.02
said insured daily loss of $76.5859 or any part thereof would have 
been earned had no fire occurred.

6. The Defendants deny each and every allegation of fact 
set forth in Paragraph 7 of the Statement of Claim herein and 
deny that the Plaintiff suffered the loss therein set forth or any 
loss whatsoever, and the several defendants each deny that it is 
liable to pay the amount set opposite its name in said paragraph 7 
or any part thereof. 20

7. In further answer to the allegations set forth in para 
graph 7 of the Statement of Claim the Defendants deny that there 
was a total or partial suspension of business for a period of two 
hundred and fifty days and further say that any and all property 
damaged or destroyed by the said fire could have been reinstated, 
replaced or repaired within a period much shorter than two hun 
dred and fifty days and that the suspension of business, if any, as 
a result of the said fire was for a period much shorter than two 
hundred and fifty days.

8. The Defendants deny that the Plaintiff is entitled to any 30 
indemnity whatsoever from them or any of them in respect of the 
matters set forth in the Statement of Claim or at all.

9. The Defendants will submit at the trial of this action 
that the Statement of Claim discloses no cause of action.

10. The Defendants deny each and every allegation of fact 
set forth in paragraph 8 of the Statement of Claim as amended 
and say that W. B. Cromhie therein mentioned, was not at any 
time an officer, servant or agent of the Defendants or any of them, 
and if the said W. B. Crombie wrote the letter therein referred to 
(which is not admitted but denied) or if he was the Adjuster for 40 
the Defendants or any of them (which is not admitted but denied), 
or if he purported to sign the said letter on behalf of the Defend 
ants or any of them (which is not admitted but denied), he had no
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authority whatsoever from the Defendants or any of them to write 
or to sign such letter, or to act in any way for them, or any of 
them, in respect of the matters set forth in said paragraph 8.

RECORD
In the

Supreme Court 
of British 
ColumbiaDATED AND DELIVERED this 21st day of May A.D. 1932, —

"W. W. WALSH,"

Of the firm of Walsh, Bull, Housser, Tupper & Molson, whose 
place of business and address for service is Suite 1500, The Royal 
Bank Building, Vancouver, B.C., Solicitor for the Defendants.

No. 11 
Amended 
Statement of 
Defence 
May 21,1932

(Cont'd)

10
No. 12 

NOTICE OF TRIAL

TAKE NOTICE that this action has been set down for hear 
ing at the Court House, Victoria, B.C. for Monday, the 30th day 
of May, 1932, at the hour of 11.00 o'clock in the forenoon or so 
soon thereafter as the hearing may be held.

DATED at Victoria, B.C., this 2nd day of April, 1932.

No. 12
Notice of Trial 
April 2,1932

( B. H. TYRWHITT DRAKE,"
Registrar
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No. 249/32

In tt)e Supreme Court of prttisi) Columbia
Proceedings
at Trial Between:
Tune 8, 1932

CAMERON LUMBER COMPANY LIMITED,
and 

THE MOUNT EOYAL ASSURANCE COMPANY,

No. 337/32

Plaintiff, 

Defendant,

And between:
CAMERON LUMBER COMPANY LIMITED,

and 
HOME FIRE & MARINE INSURANCE COMPANY,

No. 250/32 

Plaintiff, 10

Defendant,

And between: No. 251/32 
CAMERON LUMBER COMPANY LIMITED,

and 
IMPERIAL INSURANCE OFFICE,

Plaintiff, 

Defendant,

And between: No. 252/32 
CAMERON LUMBER COMPANY LIMITED,

and 
FIRE ASSOCIATION OF PHILADELPHIA,

And between:

Plaintiff, 20 

Defendant,

No. 253/32
CAMERON LUMBER COMPANY LIMITED,

and Plaintiff, 
CANADA SECURITY ASSURANCE Co.,

Defendant,

And between: No. 254/32
CAMERON LUMBER COMPANY LIMITED,

and Plaintiff, 30 
UNION FIRE ACCIDENT & GENERAL INSURANCE COMPANY,

Defendant,
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And between: No. 329/32 RECORD 
CAMERON LUMBER COMPANY LIMITED,

and Plaintiff, of British 
EAGLE STAR & BRITISH DOMINIONS INSURANCE COMPANY Columbia

LIMITED, Proceedings
Defendant, at Trial

JuneS, 1932

Before the HONOURABLE MR. JUSTICE D. A. Mc- 
DONALD and a Special Jury.

Victoria, June 8, 1932, 11 a.m.
10 MR. E. C. MAYERS, K.C., and MR. G. E. FOWKES appear 

ing for the Plaintiff.
MR. ALFRED BULL, and MR. H. ALAN MACLEAN ap 

pearing for the Defendants.
The Jury were empanelled and sworn.
Mr. Mayers opened the Plaintiff's case.
Mr. Bull stated that the fixed charges set up in the Statement 

of Claim are accepted.
Mr. Mayers : I will put in the policies, in the order in which 

they appear in the Statement of Claim. The first is the policy of 
20 The Canada Assurance Company, Number 905,489 for $2,500; 

the second is Fire Association of Philadelphia No. 21,205, for 
$5,000; the third is Imperial Insurance Office No. 2,919,164 for 
$5,500; the fourth is Home Fire and American Insurance Com 
pany of Philadelphia No. 18,988, for $10,000; the fifth is Eagle & 
British Dominions Insurance Co. Limited No. 1,056,590, for 
$5,000; the sixth is The Mount Royal Assurance Company No. 
7,000,075, for $5,000; the seventh is The Union Fire Insurance 
Limited No. 4,017,266, for $2,000 — and that Company has changed 
its name to Union Fire Accident & General Insurance Company. 

30 The Court : They will be marked Exhibits 1 to 7.
(So marked).

LORNE RAY CAMPBELL: Sworn, testified: Examined in chief Plaintiff's 
by Mr. Mayers: TCaieL. R. Campbell
Q. Your full name, please ? A. Lome Ray Campbell. Direct
Q. You live in Victoria? A. I do. Examination
Q. What is your occupation ? A. Accountant for the Cam-

eron Lumber Company.
Q. How long have you filled that position ? A. Since 1922,

November. 
40 Q. And you were the accountant in 1930 — 31 1 A. I was.
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(Cont'd)

Q. What was the date when the mill was burnt down? A. 
February 25th, 1931.

Q. You kept the accounts of the operation of the Wilfert 
MiU, did you? A. I did.

Q. What is your general system, just explain to me, naming 
the books that you used for the purpose of your accounts'? A. 
Well, we used various ledgers and analyses books, various journ 
als, supporting them with invoices, payrolls. I could enumerate 
the books separately, if you care to have that.

Q. Just give me a list of the books that you use. A. We use 10 
the general ledger, the accounts receivable customers' ledger, 
accounts payable, a journal, payroll, cash receipt book, cash dis 
bursement book, sales analysis, trial balance books.

Q. What is the book in which all the entries are finally re 
flected? A. General ledger.

Q. Who balances the general ledger? A. I do.
Q. Who balanced it in 1931? A. I did.
Q. Now, I am going to take each of these items separately, 

and get you to prove them.
Mr. Bull: My lord, I think I should take objection now; my 20 

learned friend has delivered particulars with his Statement of 
Claim, which tends to show the result which my friend has ex 
plained to the jury, that is the result of the Wilfert mill opera 
tions, and then, by applying to that statement extra costs which 
had been incurred in the operation and sales of power and by 
products which would have been earned if the fire had not occur 
red, attempts to show that the overhead was earned during this 
period. Now, I must object to evidence along that line, on this 
ground: I do not think your lordship has seen a copy of the 
policy, and perhaps the Registrar would be good enough to hand 30 
one up.

The Court: Which one ?
Mr. Bull: Any one. The endorsement of the policy—the 

whole policy is really contained in the typewritten part attached 
there; the printed words have really nothing to do with it; it is all 
there. Your lordship will see that under Number 1 they are 
insured against such fixed charges and expenses as must neces 
sarily continue during the total or partial suspension of business, 
to the extent only that such fixed charges and expenses would have 
been earned had no fire occurred. Then, under total suspension 40 
clause, which I am going to deal with—or under partial suspen 
sion clause—and in fact the conditions are the same (reading the 
clause). That means, I am going to submit, and I think it is quite 
correct, that in order to prove what would have happened if the 
fire had not occurred, they must demonstrate to the tribunal trying 
the issue, what was the actual expense before the fire, that is over a
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given period before the fire, in the operation of this particular RECORD 
mill, and the probable experience after the fire. That is to say, in ,he 
they would have to show by production of their accounts for a S0u, p̂ s^ourt 
period before the fire, what the result was as to their having Columbia 
earned, or not having earned their overhead. Now, that is the .—^ 
experience before the fire. And then they would have to show G^ltl s 
by a reference to what had happened before, and arty changed L R. Canpbell 
conditions which occurred after the fire, what the probable experi- Direct 
ence would have been in this identical mill if the fire had not Examination 

10 occurred. And I am going to submit to your Lordship that it is Jun, 8̂ > 
not a compliance with the policy to show what occurred at some ^ 
totally different operation—that is at the Wilfert mill. There 
fore, I object to any evidence being given as to what occurred by 
reason of this operation at the other plant. And I might as well 
make the objection now; because I submit that my learned friend 
is following the wrong course.

The Court: Your objection is on the notes—but I do not 
think I should exclude the evidence. I cannot hold that it is not 
admissible.

20 Mr. Bull: But I must take the objection now at the outset, 
before my friend goes on.

The Court: Yes.
Mr. Bull: As to the statement itself, I shall object to that 

going in unless it is proved by the man who prepared the state 
ment.

The Court: He is the accountant.
Mr. Bull: Yes, but I do not think he prepared that state 

ment.
Mr. Mayers: Are you considering the putting in of the state- 

30 ment?
Mr. Bull: No, I am not going to consider the putting in of 

the statement.
Mr. Mayers: I am going to prove each item.
Mr. Bull: Very good.
Q. Now, I want you to first tell me the period we are con 

sidering. What period is it we are considering ? A. The period 
of ten months following the fire.

Q. That is the last ten months of the year 1931 ? A. Correct.
The Court: That would begin really with the 1st of March, 40 1931?
Mr. Mayers: Yes. Tell me the sales for that period. A. 

Sales for the ten months were $315,556.73.
Q. Are there any deductions to be made from that? A. 

Yes, there are.
Q. Consisting of what? A. Consisting of various allow 

ances, discount and exchange.
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Q. Amounting to what"? A. $6,366.36.
Q. Leaving a total? A. Of $309,190.37.
Q. Now, as against that, or in addition to that, had you 

stocks on hand at December 31st, 1931? A. Yes; we had stocks 
on hand, December 31st, 1931.

Q. Amounting in value to what? A. $157,105.
Q. And the total of those two items is what ? A. The total 

—I don't quite get your question.
Q. The total of the sales and the stock on hand at the end 

of the year make how much in dollars ? A. Five Hundred and 10 
Eighty Thousand—

Q. No—it is just adding together the last two figures. A. 
I am not quite sure of which statement.

Q. I just want you to tell me—it is a matter of arithmetic— 
the total of the sales amounting to $309,190.37 plus the value of 
the stocks $157,105—just add those two figures together.

The Court: Gentlemen of the Jury, you need not in the 
meantime—of course you could not possibly, without a pencil and 
paper, keep the figures; do not worry about these figures in the 
meantime, because you will get them all later. They have to 20 
prove them first. What you want to get is the main drift of the 
evidence, of the facts. A. The total of the sales, and the stocks, 
$466,295.37.

Q. Yes; and from that amount you deduct what, in order to 
reach your gross trading revenue? A, Deduct stocks on hand 
March the 1st.

Q. 1931? A. Yes; $234,549.43; purchases $126,529.88; 
wages $64,307.80; scowing, towing and wharfage, $5,706.49; mak 
ing a total of $431,093.51.

Q. And your gross trading revenue then, you say? A. 30 
$35,201.86.

Q. Now, your sundry revenue for the 10 months in question ? 
A. Sundry revenue amounting to, rents $425.23—

The Court: What would that be for? A. That is for the 
rents, your Honour, of the apartment house that we have here in 
the mill, where the Orientals reside; and one other piece of pro 
perty on the mill where the Orientals reside—the same.

Mr. Mayers: The next item. A. The next item is log split 
ting, $290.86; foreign exchange $276.53; sales of power $285.72; 
dividends $118.50; making a total of $1,396.84. 40

Q. And the total of the gross trading revenue and your sun 
dry revenue? A. $36,598.70.

Q. Now, give me the expenses. A. Expenses—selling ex 
penses $10,005.44; advertising $1,147.64; administration $13,- 
557.71; interest on loan $1,512.95; office $3,624.26; debenture in 
terest and expense $1,631.25; postage and excise $359.68; tele-
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phone and telegraph $929.01; insurance and taxes $11,478.08; RECORD 
repairs and supplies $26,895.74; accident insurance $1,877.37; inthe 
power $12,229.13; miscellaneous $3,214.79; bad debts $25.28. Mak- Supreme Court 
ing a total of $88,490.33. c*S*

Q. And the loss. A. Loss for the 10 months ending Decem- — 
ber 3ist, 1931, $51,891.63. ™lff s

Q. Now, give me the items of expense which were incurred L R Campbell 
in excess of the customary costs due to the fire. A. Towing logs Direct 
from Cameron to Wilfert mill, $300; towing lumber, 6,360,284 feet Examination 

10 from Wilf ert to Cameron mill for manufacture, and scow rental, June s, 1932 
$4,618; handling lumber at Cameron mill from dock to mill (Contd) 
machines, 6,360,284 feet at $1 per thousand, $6,360.28; extra plan 
ing mill costs due to running at partial capacity $5,511.51; special 
fire expense, establishing re-saw, conveyors, etc., $2,102.18; extra 
power costs; power purchased $595.20; cartage on wood and saw 
dust from Wilfert mill $1,990.

The Court: What was that? A. Wood and sawdust $1,990.
Mr. Mayers: That is cartage on the wood and sawdust ? A.

Yes. Labor on wood $685.55; sawdust purchased $54. That
20 makes a total of $3,324.75, for the extra power costs. Making the

sum total of the expenses incurred above customary cost, due to
the fire, $22,216.72.

Q. Would those costs have been incurred if the Cameron 
Lumber Company had been operating its own mill at Garbally 
Road? A. No.

Q. Now, deducting those extra costs from the losses, what 
does it come to ? That is the loss on this Wilfert operation ? A. 
That makes the loss for ten months after excluding excess fire 
costs of $22,216.72, $29,674.91.

30 Q. Yes. Now, pass on, will you, to the revenue from these 
subsidiary sources, giving me the comparison between 1930 and 
1931? A. Comparison of revenue from sundry lumber by 
products, wood and sawdust revenue 1930, $28,201.80; costs $7,- 
304.93; net profit $20,896.87. Wood and sawdust revenue 1931, 
$9,553.38; costs $2,701.90; net profit $6,851.48. Lath: Revenue, 
1930: $10,050.46: Cost $5,263.73. Net Profit, $4,786.73. Lath, year 
1931: Revenue $4,651.44; Cost, $2,312.13; Net Profit, $2,339.31. 
Teaming—

Q. Well, teaming is not exactly appropriate, is it? A. I 
40 would call that delivery—1930: Revenue, $6,166.80; Cost $5,- 

002.94; Net Profit, $1,163.86. 1931: Revenue, $3,530.94: Costs, 
$3,338.31; Net Profit, $192.63. Rents 1930: Revenue $4,203.80; 
Cost, $404.48; Net Profit $3,799.32. 1931, Rents: Revenue, $1, 
098.00; Cost $330.90; Net Profit, $767.10. Shingles, 1930: Reve 
nue, $14,929.79; Costs $13,897.36; Net Profit, $1,032.43. Year 
1931, Shingles: Revenue $25,302.99; Costs $21,931.07. Net Profit,
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RECORD $3,371.92. Sashes and Doors, Year 1930: Revenue, $10,373.63; 
/77£ Costs, $9,429.41; Net Profit, $944.22. Year 1931, Sashes and 

cou« Doors: Revenue, $4,981.26, Costs $4,688.17; Net Profit, $293.09. 
Q- Now the net revenue for the year 1930 was what? A. 

$32,623.43.
Q- And the net revenue for the year 1931? A. $13,815.53. 

Campbell Q- And the decrease in revenue for the whole 12 months?
Direct A. $18,807.90.
Examination Q. And decrease in revenue for the last 10 months of the 
June 8. 1932 year ? A. $15,673.25. 10 

(Contd) The Court: What did you do, did you just take that pro 
portion ?

Mr. Mayers: How did you reach the decrease for the 10 
months ? A. Decrease for the 10 months is proportionate.

The Court: You took 10/12ths of the $18,000? A. Yes, sir.
Mr. Mayers: I am going to prove the power by another wit 

ness—Assuming that the loss of revenue for power was $17,256.95, 
what is the ultimate result for the last 10 months of 1931, had you 
been able to use the Cameron mill with the resultant possibility of 
obtaining revenue from subsidiary sources and power contracts ? 20 
A. A probable profit of $3,255.29.

Q. Now there are one or two items in this Sundry Revenue 
I think you can explain—Why was there a drop in rents? A. 
Drop in rents—For the reason that we did not have the same 
amount of tenants.

Q. And that was due to what? A. That was due to not 
being employed in the mill, it having been destroyed by fire.

Q. That is your tenants in 1930 were your Oriental labour 
ers? A. Yes.

Q. Employed in the saw-mill at Garbally Road ? A. Right. 30
Q. And when that was burnt you discharged the labourers ? 

A. Right.
Q. And therefore the number of your tenants in 1931 was 

diminished by the number of labourers you let out ? A. Right.
Q. Just explain the item for delivery? A. Delivery is a 

charge made for hauling lumber to destination, lumber sold.
The Court: That is if you sold lumber at $14.00 a thousand, 

did you charge the purchaser for delivery ? A. We charged the 
purchaser. The lumber is sold f.o.b. our mill, the mill price. 
We make a delivery charge for delivering that lumber to its 40 
destination.

L R Campbell CROSS-EXAMINATION BY MR. BULL:
Cross" . Q. You have been reading from a document there, have you 
Examination not, Mr. Campbell ? A. Yes.



25

Q. What is that, may I see it I A. Yes—those three state- RECORD 
ments following there. intbe

Q. What in fact you had before you is a copy of the particu- Su, îes^ourt 
lars which were supplied with the Statement of Claim, is not that Columbia 
so? A. It is a statement of the 10 months. .—^.

Q. Ten months operations? A. Ten months operations. case"
Q. Who made up that statement ? A. I am not prepared L R Campbell 

to swear who made it up. I believe Mr. L. A. Grogan. QOSS-
Q. Who is Mr. Grogan—he is a chartered accountant, is he Examination 

10 not 1 A. Chartered accountant who acts as auditor for the June 8.1932 
Cameron Lumber Company. (Contd)

Q. You believe he made up that statement ? A. I am under 
that impression.

Q. You did not make it up ? A. I did not make it up.
Q. So the evidence you have given of these figures is taken 

from a statement made by someone else ? A. I did not make it 
myself.

Q. You are taking these figures as correct ? A. No, I have 
checked every item. It agrees with my books.

20 Q. You have checked every item you have spoken of in evi 
dence here? A. Yes, it agrees with my ledger figures.

Q. And you are prepared to discuss each and every one of 
these items, are you? A. I am.

Q. Now I want you to refer first to Sheet 1—you have that? 
A. Sheet 1, yes.

Q. You refer to the sales as being $309,190.37. Do you say 
that is correct? A. That is correct.

Q. That includes everything, does it? A. Includes the 
sales, yes.

SO Q. Do you know anything about an item which is included in 
that amount which should not be there, of $2007.09, which I might 
explain to you is a credit resulting from the sale of cross arms— 
you might tell the Jury what cross arms are, will you ? A. Cross- 
arms are manufactured product from lumber, and they are used 
for stringing wires. You will see them on telephone poles. They 
are the cross arms which go across the original poles.

Q. And the Cameron Company dealt largely in that product, 
did they not? A. Dealt largely, yes.

Q. Your records show that in the month of December, 1930, 
40 a sale was made to the Northern Electric Company, amounting to 

$3,544.20—You remember that item? A. Yes.
Q. It did not appear in the inventory, did it? A. It did 

not appear in the inventory.
Q. And that was a mistake, was it—it should have been in 

cluded in the accounts receivable, should it not? A. I cannot 
say that it should be.
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Q. Who could tell me that, Mr. Grogan? A. The item of 
$11,000 on the cross-arms is an item which we received when these 
cross arms are manufactured and delivered. I would like to be 
able to look at that figure, if you will give me a moment.

Q. Perhaps you will agree with this—
Mr. Mayers: Perhaps your Lordship will tell the witness he 

is entitled to have before him any figures counsel puts to him.
The Court: Mr. Bull is not objecting to that.
Mr. Mayers: Have all the books and papers you want—it is 

a bad thing for a witness to agree with counsel. 10
The Court: He is not going to agree with him.
Mr. Bull: I may tell you what my records are—$3,009.90, 

that includes the statement of $2,070.09. In that month or in the 
previous month the company sold cross-arms to the Northern 
Electric Company, charging them 80 per cent, of that value and 
leaving the amount of $11,445.20 to be paid when completed. Can 
you agree with that, or would you like to look up your record ? A. 
I can look that up in just one moment. The question—the $11,- 
445.20 would be obtained when these cross-arms were shipped.

Q. Well, that is hardly an answer to my question. Do you 20 
agree that that amount of $3,009.90 should be diminished by the 
sum of $2,070.09 ? A. The sum of $2,020.09 was the sum derived 
from the revenue of these cross-arms when shipped.

Q. And therefore should be deducted from that figure of 
$3,009.90 to give the true revenue? If you can agree without 
troubling the Jury with a long explanation about these cross-arms 
that that should be diminished to that extent, then we can get on to 
something else ? A. No, that is an actual sale for the 10 months, 
I cannot see why it should be taken out from the sales. In the 
book record it stands as my book record and put in there as a sale 30 
in the period under review. I should not say it should be taken 
out.

Q. We are dealing with sales for the period ending Decem 
ber 31st, 1931. You have given us the gross figures of $309,190.37. 
I have drawn your attention to $2,070.09, which I suggest to you 
should be deducted from that $309,190.37, because it was not a sale 
in that period ? A. The labour and manufacture of these cross- 
arms went through that period and that is what we are obtaining 
the revenue for.

Q. I am putting it to you that these sales wtere made in 40 
previous months and should not appear there any more than any 
other sale for the previous months of 1930 ? A. That represents 
a portion of the 20 per cent, that was due.

Q. The sale of these cross-arms when shipped came into 
your revenue during that period—it should all be charged in 
December, 1930, should it not ? A. We are not entitled to receive
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money until these cross-arms were actually manufactured and RECORD 
shipped. /7^

The Court: Perhaps you could get it this way: What is Supreme Court 
included in that $309,000? A. The actual sale of products. cKS»

Mr. Bull: Where is that made up"? Where is that state- .—— 
ment which you have got there? CasT *

The Court: Had you actually sold and delivered $309,190.37 LJEL Campbell 
worth of lumber in this period? A. (Shown). Cross- 

Mr. Bull: Where is that taken from, your general ledger? Examination 
10 A. General ledger. Junes, 1932

Q. Is there an account in that ledger that shows this total 
of $309,000? A. Oh, yes.

Q. You are referring to what account? A. To manu 
factured material bought for cross-arms, planks made into cross- 
arms—prior to December 31st, 1931, the ledger shows $2,185.09, 
February 28th—$115.00, making a figure of $2,070.09.

Q. May I say this—this is the figure you are dealing with? 
A. That is the figure you were dealing with.

Q. Now, I am instructed this figure that you have given me, 
20 $2,185.09, is the final 20 per cent, due on these cross-arms that were 

sold in the period prior to the opening of your statement? A. 
That $2,185.09 is the payment from the Northern Electric for 
these cross-arms shipped during the 10 months under review. 
There were still payments to be received from them on that con 
tract.

Q. It does not matter when they were shipped, when were 
they sold.

Mr. Mayers: Does my learned friend mean when the con 
tract was made ? A. The contract was made with our sales man- 

30 ager, Mr. Miller. He will be available to answer that question.
Q. Mr. Miller will be available to answer? A. He is in 

Court.
Mr. Mayers: I am going to call Mr. Miller. You misunder 

stand the whole thing.
Mr. Bull: I think perhaps my learned friend misunder 

stands.
Q. This was the subject of correspondence between you and 

Mr. Barrett Lennard. Has my friend got the letter Mr- Barrett 
Lennard wrote Mr. Grogan on November 19th? 

40 Mr. Mayers: No, have you a copy.
Mr. Bull: Yes, and Mr. Campbell's reply. Perhaps we can 

have copies made at noon and put them in if my friend has not got 
the original, and we can go on to something else. Now I want to 
go to the next item in your statement, Sheet 1, that is Stocks on 
hand December 31st, 1931: $157,105.00? A. Yes.
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Q. How is that made up I A. Made up from actual inven 
tory.

Q. Have you got the inventory ? A. The inventory is typed 
and part of this statement, December 31st, 1931. I have the in 
ventory here.

Mr. Bull: I don't want to encumber the record any more 
than I can help, my lord. If I put that in that is a very long 
statement—as long as I can have access to that to get the composi 
tion of the inventory—that shows the composition of the inven 
tory 1 A. That shows it. 10

Q. That will be available—in computing the value of that 
inventory $157,105.00, you have taken the fixed price of the lumber 
on hand? A. We have—$15.00 per thousand.

Q. That bears no particular relation to the cost of produc 
tion does it? A. No, no particular relation.

Q. In fact that is an arbitrary figure, which it has been your 
custom to use ? A. That is right.

Q. A very conservative method when you are informing 
your shareholders of the position of affairs? A. Yes, $15. is a 
very conservative price. ___ . 20

Q. But when you calculate actual profit or loss, it would 
not be proper to take an arbitrary figure, would it ? A. To take 
the arbitrary value ?

Q. I say, when you are trying to ascertain actual profit or 
loss, it would not be proper to take the arbitrary value of $15.00 ? 
A. No.

Q. Do you agree that the proper basis to work on would be 
the cost of production ? A. No, I do not. We price our inven 
tory and show the difference between the book valuations and the 
actual inventory. It is based on different prices than $15. and 30 
the statement we show is different, a different valuation from 
what we carry on the books. We price the inventory, but that 
does not go into the books.

Q. You have some other record showing the valuation in the 
inventory, other than the arbitrary fixed value of $15 ? A. We 
have.

Q. Where is that to be found? A. That is in a statement 
we have here of December 31st, 1931. We have that filed in the 
statement.

Q. Would you state what the difference is. What valuation 49 
do you put on the inventory of the stock on hand on December 
31st, 1931—the end of the 10 months duration?

The Court: That is what you are going to tell us now is 
arrived at by looking at the actual cost of production. A. The 
one I am giving you now is based on the priced selling value at 
that time, less the cost of moving it from the yard and snipping it,
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and that price is given us by Mr. Miller, our sales manager, who is RECORD 
familiar with the figures. ittthe

Mr. Bull: Do you mind telling me the price on December supreme coun 
31st, 1931 ? A, $158,088.73—total of logs, lumber, laths, shingles a£3£ 
and box factory. .——

Q. But you are referring to lumber—the same figures here? *?"ntlft •' 
A. $158,088.73. The book value shows $157,105. L. R. Campbell

Q. Now the second values you have given of $158,088.73, is Cross- 
based on market values, less the cost of moving them out ? A. Yes. Examination 

10 Q. And no relation to the cost of production? A. No. June 8 > 1,
Q. And you have never used in that the cost of production? (Cont 

A. No.
Q. Do you think that is the proper way to do it in good 

accounting ? A. Some use one method and some another.
Q. Do you know what the cost of production was of the 

stock on hand, December 31st ? A. No, I would not be prepared 
to price that inventory at cost of production.

Q. Well, who can give the cost of production during the year 
1931 ? A. That would be a very difficult matter, I don't know of 

20 anyone that could.
Q. I don't refer to each item, but I understand you have 

records which show during different periods what your cost of 
production is by your output as a whole, have you not got that? 
A. Yes, we have various costs.

Q. What is that particular record? A. We have a cost 
statement.

Q. You have a cost statement ? A. Yes.
Q. What were your costs during the ten months period, end 

ing December 31st, 1931 ? A. Well, I would have to know par- 
30 ticular items in respect to that. I have expenses here shown on 

that statement of $88,000.
Q. Perhaps you don't follow me. You put your inventory 

prices in at $15 at the beginning of these operations and again 
at the end ? A. Yes.

Q. You say that is an arbitrary value and no relation to 
cost of production or market value? A. No.

Q. Are you prepared to say what the cost of production was 
instead of $15.00, what was it during 1930? A. Total value of 
the lumber sold. 

40 Q. No—I am afraid you have not got the point.
The Court: No—In your statement you base it on this, that 

it cost you $15.00 to make every thousand feet of lumber. Now, 
Mr. Bull is asking you, that being the arbitrary cost, what was the 
actual cost—$14, $9 or $20.

Mr. Bull: Is that a matter that comes under your depart 
ment particularly ? A. Total value of lumber, $15.54.
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Q. What does that represent! A. I get that from an 
operating statement for the month of December, 1931.

Q. An operating statement? A. Yes.
Q. Did you prepare the statement ? A. Yes.
Q. From what books ? A. From the general ledger.
Q. Now this item of $15.54? A. That is the average per 

thousand for one month—I am not quite clear on this question.
Q. Well, is there anyone else with the Cameron Company 

who would have it clearly in their minds? Now this is what I 
want to know: The total cost of manufacturing, including logs, 10 
for the year 1931 ? A. The total cost of manufacture, including 
logs—$20.63.

Q. I suggest to you that your own statement shows that it 
was $29.70, is not that correct 1 A. That is for one month; I am 
giving you $20.63 for 12 months.

Q. $20.63 would be the average cost of production during the 
year 1931? A. During the year 1931.

Q. Now let us go back a moment to the opening inventory 
that is shown in your statement of—on hand, March 1st—$234,- 
549.34 ? That is based on an arbitrary value of $15.00 ? A. That 20 
is right—the lumber.

Q. There are other items besides lumber. I am taking the 
stock on hand, March 1st, 1931 of $234,000 odd? The lumber in 
that is based on an arbitrary value of $15.00? A. That is right.

Q. Not market value, etcetera ? A. No.
Q. What would be the actual cost of producing that lumber 

at the Cameron mill in February, 1931 ?—Do you agree with this, 
that the cost of manufacturing for the month of February, accord 
ing to your statement was $19.01 per thousand? A. For one 
month, February alone, yes. 30

Q. And the average for the months of January and Febru 
ary, 1931 was $18.99? A. Yes.

Q. Then if you go back a few months before that, say, Feb 
ruary and January of 1931, December and November of 1930, the 
average cost of production was $20.34—is that correct—beginning 
from November 1930, until January and February, 1931, includ 
ing November and December, four months, the average would be 
$20.34. Now subject to your checking that up—

The Court: The last two months of -30 and first two months 
of -31, Mr. Bull says it was $20.34. 40

Mr. Bull: Perhaps you have not these figures averaged as 
I have? A. No.

Mr. Bull: Possibly you could do that during the luncheon 
interval.

The Court: Don't say if you don't know, witness. Be sure.
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Witness: I have not averaged the four months that you RECORD 
mention. /„ the

Mr. Bull: These statements are extracts from your books, Supreme Court 
giving the quantities, which you can check up and state whether Columbia 
you agree with that figure of $20.34— .—r

Q. Now just leave that for the moment—the average for ^~" 
January and February, which you will agree is $19.00—then in L R. Campbell 
order to find the true position with regard to your opening in- Cross- 
ventory, you must discard your arbitrary value and fix something Examination 

10 else. When you are going to find profit or loss you must get some June 8' l?$ 2 
figure which bears some relation to the cost of production? A. (Contd) 
With regard to pricing in the inventory, I agree with our method 
of pricing that—I agree with our method of pricing that, not for 
the actual book valuation but for the inventory in which we price 
it.

Q. For the information of your shareholders that is the 
correct way to do it ? A. The method we follow on the inventory 
is a proper method.

Q. It is a conservative method ? A. You are speaking of 
20 the $15. method, and I am speaking of the other method on which 

we priced our inventory on selling list.
The Court: He is giving you two methods; then he says I 

have another way—$158,000. Now Mr. Bull suggests a third.
Mr. Bull: It all comes to this, my lord—what he has given 

the Jury is $15.00.
The Court: Quite so.
Mr. Bull: Q. Now this statement purports to show a cer 

tain amount of profit and loss? A. Yes.
Q. You have taken this at $15.00? A. Yes. 

£0 Q. And we have been shown it costs $19.00—taking Feb 
ruary and January, 1931, the average is $19.00 ?

The Court: $18.99, according to the figures. A. That is 
according to the figures we have written off, concerning manu 
facture and cost, but there is other things that go on. That state 
ment you have given is correct as I compiled it.

Mr. Bull: Your record in January and February, 1931, is 
$19.00 ? A. Yes, total cost of manufacture, including logs.

Q. Then you are going to see if you cannot agree with my 
statement that it was 25c higher—but it is quite clear that that 

40 opening inventory, if you base it on actual cost of production, 
would be much greater than $34,000, would it not ? In fact I will 
ask you if you agree with this ? Taking the price of $19.00 as the 
cost of production and an opening inventory of? A. 10,999,340 
ft.

Q. In addition to the sundry stock, the total would be $278,- 
514.73.
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The Court: That is working on that $18.99.
Mr. Bull: Taking $18.00 which is lower than the preceding- 

months in either yard. I am giving them the benefit of the finai 
figure before these operations'start.

Witness: That represents inventory, which was different.
Mr. Bull: This opening inventory.
The Court: Instead of $234,549.34, it is suggested if you 

take'the price at $19 that figure should be $278,514.73.
Mr. Bull: You have the quantities you have on hand. It is 

a matter of working it out ? A. Yes, at a different figure. 10
Q. Now of course your statement is proper and put forward 

on the basis of opening and closing inventories, is it not ? A. Yes.
Q. So it is very important to find out the true value. That 

is correct I A, I am always inclined to be very conservative on 
the prices of them.

Q. Yes, as far as your shareholders are concerned, but I 
don't want you to be too conservative as far as -the insurance 
companies are concerned. A. We price the inventories on our 
basis and show -whether it is in excess of our book inventories, or 
whether it is under our book inventories. As a matter of fact it is 20 
in excess.

Q. As far as your claim in this action is concerned be—before 
this Jury, you have put forward the value of your inventories at 
$15? A. That is right.

Q. And I am suggesting to you, and am going to suggest to 
the Jury later that as far as my clients is concerned we are en 
titled to have these things fixed at their proper figure. A. This 
is a difference of opinion as to the inventory. I would not care 
to say that any figure in it is a proper figure—I would not care to 
say that the method you suggest is a proper figure.

Q. One other thing—we have—you have shown that in the 
last two months the Cameron mill was operating, the average 30 
cost of production was $19. Are you prepared to say what that 
cost of production would have been, having regard to all existing 
conditions, after the fire, if the fire had not occurred ? If it cost 
$19. per thousand in February, 1931, can you show what it would 
have cost, if the Cameron mill had not been burnt, to produce the 
same stock in the next ensuing ten months? A. No, that is a 
probability that nobody could give an accurate figure on.

Q. Why not? A. The saw-mill is not there, it does not 40 
exist in actual operation.

Q. The cost of production is based on certain factors. A. 
Yes.

Q. State what they are ? 
would cost to make that up.

A. Production, what your labour
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Q. There is the price of logs ? A. Yes, manufacturing ex- RECORD 
penses, labour, supplies and repairs, fire insurance, accident in- /77I«
SUrance. Supreme Court

The Court: All fixed charges, I suppose? A. All fixed cofumlia 
charges and general expenses. .-—

Mr. Bull: Say whether you agree with this—would this be Q^C S 
correct as a statement of the opening operations giving instead of L aR Campbell 
this figure of $18.99 for January, 1931, logs $12.27? A. I will Cross- 
look that Up—January, 1931. Examination 

10 Q. 1931, yes—January and February, I think? A. Yes, I June8> W 
have that. < Cont>d >

Q. Logs, $12.27—is that right? A. That is right.
Q. Labour, $3.69? A. Right.
Q. Supplies, $1.39? A. Eight.
Q. Insurance, 50e. A. Yes.
Q. Accident insurance, 14c? A. Yes.
Q. General administration $1.00 ? A. Yes.
Q. Making a total of—? A. $18.99?
A. Total of $18.99—two months of January and February, 

20 1931.
Q. Now you are able to state from your records the relative 

prices of all these parts after the first March, 1931, are you not? 
A. After the 1st March, 1931—from actual records, yes.

Q. Take logs? A. Yes.
Q. Can you state now what the price of logs was relatively 

to the $12.27 ? A. I could give you any month you care to have 
that after that period.

Q. Can you give me the remaining average for the remain 
ing months of 1931 ? A. I could give1 you that average. I could 

30 not give it to you off hand, I have to compute it.
Q. You could get that during the lunch hour ? A. Yes.
Q. The labour, would you have that prepared too ? A. Yes, 

for the ten months.
Q. There were two drops in labour in 1931? A. Yes.
Q. What was the first one?
The Court: Well now, the witness has to look up several 

things—look up as much as you can during the adjournment. You 
take that list by which that $18.99 was made up, taking logs at 
$12.27, labour at $3.69, supplies $1.39, insurance 50c, accident 

40 insurance, 14c, and general administration expenses at $1.00. 
That list then with your $12.27 tells what would be the average 
price of logs during the ten months under review, and your $3.69 
tells what labour swing you can get.

(The Court adjourned to 2.30).
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Wednesday, June 8th, 1932; at 2:30 p.m.

CROSS-EXAMINATION OF CAMPBELL, continued:
Mr. Bull: Mr. Campbell, going back to the opening inven 

tory, for a moment, you were going to check up on the average 
cost of production over the four months ending February, 1931. 
Did you do that? A. Yes.

Q. What is the figured A. The average cost of produc 
tion, on the figures you have given me are $20.30.

Q. That is near enough—I had $20.34. A. $20.30.
Q. Now, have you also computed the opening inventory at 10 

$19; have you checked my figures on that; I gave you $278,514.- 
73? A. I have checked your figures at the $19, and they come 
to $278,514.73. But I didn't agree with the $19.

Q. Yes, you have already said that. Now, I leave the open 
ing inventory for a moment, and go to the closing inventory. 
And I asked you before we adjourned, this is on the basis of your 
continuing in business in the Cameron Lumber mill if the fire had 
not occurred ? A. Yes.

Q. Whether there was any drop in the cost of production 
after the 1st of March, 1931. I gave you certain basic figures 20 
there, of 1929. A. Yes.

Q. That being the January and February average, logs, 
labour, and so on. Now, after the 1st of March, 1931, there was 
a drop in the cost of labour. First, let us deal with logs. $12.27 
was the figure which I gave you. Was there a reduction in that 
price after the 1st of March, 1931? A. $12.27 is the first figure 
for two months to February, 1928. Taking the figures for 10 
months period after that ?

Q. Yes? A. Yes; there is logs, $10.20.
Q. $10.20? A. Yes. 30
Q. And labour—there were two cuts, were there not? A. 

$5.67.
Q. No, I am referring now to $3.69, the cost of labour at 

the Cameron mill in February, 1931; were there some reductions 
in the price of labour after the 1st of March, 1931? A. Yes, 
after the 1st of March, yes, there was.

Q. There were two cuts, were there not? A. After that 
time—I have not been able to look that up; there was a cut in 
January, and I know there was a cut in June. Our timekeeper 
is very much more familiar with the payroll than I am. 40

Q. Do you know from your records whether there was a 
ten per cent cut in March, 1931, followed by another cut of ten 
per cent in June, 1931 ? A. I have not been able to check that up.

Q. I think the first one was in February, 1931, ten per cent,
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and a further ten per cent in June. Who would be able to tell me 1 RECORD 
A. Our timekeeper. /iJ7&«

Q. What is his name ? A. Crompton. Supreme Court
Q. He can give that? A. He can give that. I could get £{3£ 

that by consulting my records, only it takes a little time to go .—— 
through those; if he was here I could check them up much faster £~° s 
with Mr. Crompton. L Re Campbell

Q. Perhaps we can agree on it; this figure of $3.69 would be cross- 
reduced in the period we are referring to ? A. Yes. Examination 

10 Q. By ten per cent, at any rate? A. Yes; not on the same Junes, 1932 
basis of the comparison, it would not be reduced. (Cont d)

Q. How do you mean! A. Because this is put through— 
the figures, costs per thousand, is put through on the basis of pro 
duction. Naturally when our mill was running our production 
was much greater than the production which we had after the fire. 
Our production materially dropped after the fire; with the con 
sequence that it would make our average price much higher.

Q. That might be a matter of argument. A. That is, the 
figures that we have under review deal and show that, to that 

20 effect. Because they are based on production. That is to say, 
the logs that are cut and produced.

Q. I know; but I am not dealing with that at all. A. You 
are saying that there would be—it would be less than that $3.69.

Q. Just a moment; I started this examination by stating 
this. I want you to forget for the moment the mill was burnt at 
all, you see. A. Yes.

Q. We have your costs for 1929, immediately before the fire. 
A. Yes.

Q. Just assume the mill was not burnt; on that basis—and 
30 we have logs at 10.20 instead of 10.27, a ten per cent cut in labour. 

A. Yes.
Q. And the same thing applies, ten percent, cut in supplies ? 

A. Well, there would be a cut in supplies, I couldn't definite 
ly say it would be ten per cent. Some things are dut and some 
things are not cut.

Q. What would you from your experience say that that cut 
would be ? A. I would have to think that over a little.

Q. I might be right then to put down first 10.20 for logs? 
A. Yes. 

40 The Court: 3.33 for labour, at ten per cent.
Mr. Bull: The labour would be 3.33, for labour, is that right, 

ten per cent off? A. Take ten percent if it was 3.33, yes.
Q. Then, the supplies, there would be some reduction? A. 

Some reduction would be, yes.
Q. You would say ten per cent, would that be fair? A. 

Well, I am not in a position to state ten per cent.
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Q. Well, let us put it at ten per cent. Take 13 off, we will 
say. A. 1.26.

Q. 1.26. And the insurance would remain the same, and ac 
cident insurance the same, wouldn't it, 15 and 14? A. There 
would be no reduction.

Q. And general administration, would there be a ten per 
cent reduction in that? A. No.

Q. Would there be any reduction ? A. I don't think there 
would be any reduction—there would be payroll reduction in that, 
yes—there would be some reduction in that. 10

Q. Well, leaving that as it is, we have then the cost of pro 
duction based on these figures at 16.43. Would you say that 
would be fair—on the assumption that the mill had continued 
to operate? A. No, I couldn't say that; I would have to have 
some time to think and figure, and if I thought it was ten per cent 
less—I could not agree on that ten per cent, I wouldn't necessari 
ly agree on that ten per cent., I haven't thought that over.

Q. Which ten per cent you are not agreeing on; is that the 
price of logs ? A. Yes.

Q. Could you agree at ten per cent of the cost of labour? 20 
A. Labour—the supplies I couldn't say for the supplies, you 
see.

Q. The supplies only amount to 13 cents, anyway ? A. Yes.
Q. So that then, not conceding supplies—you add that on 

again, that would be 15.56, wouldn't it? A. Yes.
Q. And you say, then, that that was a fair figure to pay as 

the cost of production, average over the ten month period ending 
December, 1931, had the Cameron mill continued to operate ? A. 
Yes, I presume that would be fair. The question of logs, though 
—ten per cent coming up again on those logs—the market value 30 
of those logs receded, and I would not be prepared to say that 
that was a ten per cent.

Q. But I am not dealing with ten per cent., but dealing with 
the figure you gave me of 10.20. A. 10.20—yes, that is right.

Q. That is right. So that in your closing inventory in De 
cember, 1931, where you have put the valuation of the arbitrary 
figure of $15— A. Yes.

Q. —if I allow you $16.56 on that, that is in your favour. 
I mean, this is being consistent. If I put that opening inventory 
in at the cost of production, at $19. which is greater naturally than 40 
$15. and put the closing production on the same basis—the closing 
inventory and the cost of production on the same basis, at 16.56, 
that is being fair to you, isn't it? A. No, the inventory being- 
priced at a $15 figure at the start of the period, being priced at 
the same figure $15. at the end of the period, provided that $15. 
is not beyond the cost, is not beyond what you could obtain at a
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market value of your product, I claim that that is the way to price RECORD 
an inventory. It is uniform; it is priced at $15. at one time, it inthe 
is priced at $15. at another time. Your cost of production in one 
month may be a certain figure, but that does not establish an in- 
ventory figure, because that inventory has in it lumber that has 
possibly been there for three to four years; and any figures of cost 
in a few months would not establish an inventory valuation. I L R. Campbell 
cannot see it, because the lumber has been in the yards, for some Cross- of it for three to four years. Examination 

10 Q. I don't want to get into an argument with you, Mr. Camp- Jun<L8 > ^32 
bell, on this question of inventory price. A. I cannot admit that * ont ' 
figure as being the proper figure for inventories.

Q. But you do take $15. as being a correct figure to put on 
the opening and the closing of the inventories? A. Yes, both 
opening and closing inventories.

Q. Although that figure has no relation to the cost of produc 
tion or the market value 1? A. No, that figure would be below 
what you could obtain from your lumber. My idea of the inven 
tory is, that your lumber is in the yard there, the cost is a certain 

20 amount of money, but you could not go out and sell that lumber at 
that cost; then why price it at cost? The lumber is only worth 
what you can actually sell it and get for it at the time.

Q. If you were trying to find out the actual situation with 
regard to profit and loss over a given period, and the cost of 
production had dropped to $10., would you still put your opening 
inventory at $15 ? A. If my opening inventory was lower than 
what I could actually get for my lumber, selling it, I would have 
my lumber at that figure. I maintain that the inventory price 
should be slightly below what you can actually sell your product 

30 for, at the time that you take the inventory. Of course that is all 
it is wrorth, what you can get for it.

Q. What you mean it this, that for the internal purposes 
of the Company, that is the information of shareholders, income 
tax authorities, and that sort of thing, it makes no difference at 
all, as long as you keep your inventory price at the same arbitrary 
figure? A. Yes; it is below the selling.

Q. Below the selling? A. Yes.
Q. That is what you mean, it makes no difference in that 

aspect? A. Makes no difference.
40 Q. But I suggest to you that it makes a big difference when 

you are trying to ascertain over a given period exactly what you 
lost or how much you made. Now you will agree with that ? A. 
I would price the inventory in that case at exactly—take it in the 
yard, a certain price in a yard, rough product in the yard, to allow 
for whatever manufacturing has to be done on that product, and 
shipping of that product, the price that you could obtain for that
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product at that time, I figure that that is all my inventory is worth 
is what I can sell it for. And that would give you a better profit. 
That would give you—to show to anyone, to my mind, a more cor 
rect aspect of the profit.

Q. Surely you can agree or disagree with me in one or two 
words. When you are trying to ascertain the true position over 
a certain period, must you not take the opening and the closing 
inventories, particularly the opening one, at the cost of produc 
tion, and the closing inventory at the cost of production or market 
value, whichever is lower ? Now, that is to find out the true posi- 10 
tion. A. I don't agree with that. I cannot agree with that.

Q. And you think you have stated your reasons for that have 
you ? A. Yes. My opinion, the inventories are priced on a basis 
of what you could obtain for them at the time those inventories 
are taken, what the market value is if you want to sell them and 
convert them into cash.

Q. Well, if that were so, the price would vary from time to 
time. But you have always taken the same figure, $15. A. We 
have taken that for my back inventory, $15.

Q. Over a period of years? A. Over a period of years. 20
Q. How long ? A. Well, taken that ever since I have been 

with the Company.
Q. That is since 1922? A. Yes.
Q. And in that period the price of this stock has fluctuated 

from year to year, hasn't it? A. Yes. We don't take our in 
ventory for back valuations only on the $15.

Q. And I think this is quite clear, that this statement that 
you have made up according to sheet 1 of the particulars is on that 
fixed arbitrary value of $15? A. That is quite clear.

The Court: Do you go so far as to say, when you are ascer- 30 
taining your profit over a given period, you take no concern with 
your cost of production? Do you think that is something with 
which you have nothing to do ? A. Well, if your lumber cost you 
more money than what you could obtain for it.

Q. No, no, just answer that question one way or the other. 
If you are ascertaining the profit or loss over a given period do 
you say that you can ignore your cost of production? A. No, 
your cost of production, you could not.

Q. I understood you to say that it didn 't matter. A. No; 
I ignored it in pricing inventories. 40

Q. He is talking about the profit and loss. A. The cost 
of production would have to come in on your costs.

Mr. Bull: Yes; in order to find the true position you must 
take the cost of production. A. Right.

Q. All right. Now I think we can leave that. Now the next 
thing with regard to your statement, which shows a loss for the
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ten months of 51,891.63, you state at the foot of that statement RECORD 
that that excludes the depreciation; that is correct, isn't it? A. I9tbe
YeS Supreme Court

Q. In other words, during this ten months period you have 
made no allowance for depreciation, have you? A. No.

Q. In the previous year I believe you allowed — you can cor- 
rect me if I am wrong — $29,184.16 ; is that correct ? A. I will L R Campbell 
just check that. Cross-

Q. I think it was 1929. A. I was looking at 1930 ; I haven't Examination 
10 1929 here (taking document). Your figure again, Mr. Bull? June8> 1 ,932

Q. $29,184.16. A. That is right. (Contd)
Q. That is right ; that is what was allowed in 1929 ? A. That 

is what was allowed in 1929.
Q. A proportion of a similar allowance for 1931, that is for 

the 10 months, would be $24,320.10; if that is wrong it can be 
corrected.

The Court: That would be ten-twelfths.
Mr. Bull : Yes. $24,320.10 ; I suppose you agree, Mr. Camp 

bell, that depreciation of plant is properly treated as part of the 
20 cost of production? A. Depreciation of the plant is treated as 

expense ; it is not a cash outlay.
Q. It is not a cash outlay, quite true; but in all the best 

systems of accounting it is recognized as part of the cost of opera 
tion or cost of production ? A. Yes, depreciation is always put in.

Q. Because you are wearing out your plant? A. Yes. 
Depreciation is often put in for Government purposes, allowed 
by the Government, taken in as expense.

Q. In this statement you put forward you make no allow 
ance for depreciation at all ? A. No, no allowance for deprecia- 

30 tion.
Q. You do, however, in order to complete your $51,891 of 

a loss, and nothing of profit for the ten months period, show that 
if your mill had been operating you could have produced that 
lumber at a lower cost, and in addition to that you would have had 
the benefit of the sale of by-products and power? A. That is 
right.

Q. Would you accept the theory that you must look at the 
probabilities of what would have happened if you had continued 
to operate — that is so, isn 't it ? A. Yes.

40 Q. And if that is so, if you had continued to operate, had 
generated the additional electricity to sell, had produced these 
by-products, and so on, your entire mill would have been subject 
to depreciation? A. Yes.

Q. As it was, there was only a portion of it subject to depre 
ciation, that is the planing mill, and those portions that you were 
operating; isn't that correct? A. Yes.
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Q. Well now, you have put in your statement here certain 
expenses, totalling $88,490. which were incurred in the ten months 
period, in producing this result I A. Yes.

Q. I want to call your attention to one of them. Interest 
on loan $1,512.95; was that your bank loan? A. $1,512.95—I 
will get my ledger, if you won't mind.

Q. You have found the item in the statement there, have 
you, Mr. Campbell? A. Yes.

Q. If you had been borrowing, if there had been no fire what 
would your interest charge have been? A. Well, that is some- 10 
thing I cannot say; because if you have a certain amount of money 
that you are borrowing from the bank, and have to pay that in 
terest to them, it would be a certain amount; it is all based on the 
amount of money you were borrowing.

Q. Well, what was it in the previous year ? A. In the year 
1930?

Q. Up to the time of the fire, or 1930, rather? A. $10,511.99.
Q. Yes. Now, as a matter of fact if the fire had not occur 

red that loan would have continued at the bank, wouldn't it? A. 
A loan would have continued at the bank, yes, it must. 20

Q. And you would have had to pay that amount in interest ? 
A. We would have had to pay interest on whatever money we 
had borrowed.

Q. What occurred was this, that you received from the fire 
insurance quite a large sum of money ? A. $136,000, even money 
—I can give you the odd cents if you require.

Q. By the way, you received that money in April from these 
present companies you are now suing for use and occupancy ? A. 
I believe—I cannot state that.

Q. These companies were some of them concerned in the fire 30 
loss ? A. I don't know the companies; there were policies, yes. 
I couldn't swear to that, but we did receive from the fire insurance 
companies that amount of money.

Q. You received a large sum of money which you paid to 
the bank, didn't you? A. Yes, we paid off a part of our bank 
loan.

Q. Because you chose not to rebuild at the time ? A. That 
is right.

Q. But if the fire had not occurred you would still have been 
under this obligation to pay the bank the large sum for interest ? 40 
A. Yes.

Q. And then also your insurance; now in your statement you 
put insurance and taxes together at $11,478.08 ? A. Yes.

Q. If here had been no fire at all the insurance would have 
amounted to $13,330; is that correct ? A. I cannot say if there 
had been no fire it would be that figure.
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Q. Take the premiums for the previous year, and presum- RECORD 
ably they would be the samel A. I will take for the previous /7/L
year. Supreme Court

Q. That would be a ten months' proportion, Mr. Campbell, cofumlia 
of the entire insurance? A. I cannot— —-

Q. What is the total insurance premium for 1930? Perhaps £aas'e 
I can shorten this. I am instructed that your own records show L R Campbell 
it is $16,366.13 for the entire year. A. If it is in my record there QOSS- 
I will just turn that up; yes, $16,366.13. Examination 

10 Q. And that is an expense that would necessarily have con- June 8,1932 
tinued had the fire not occurred ? A. Yes, fire insurance would ' c ' 
have continued.

The Court: You want ten-twelfths of that, $10,330.
Mr. Bull: Yes, my lord. In converting this loss of fifty-one 

thousand odd into a profit, you made a statement, sheet 2 of your 
particulars, of the expenses incurred in excess of customary costs, 
due to the fire ? A. Yes.

Q. Where did you get the information to make that? A. 
We take the first item, towing logs ?

20 Q. Take towing logs and towing lumber, you would get that 
from your books? A. Yes, that is shown.

Q. Handling lumber at Cameron mill from deck to mill ma 
chine, six million odd feet, at $1 ? A. Yes.

Q. Did you work that out ? A. Yes.
Q. Who fixed the price of $1? A. Mr. Miller.
Q. And where did he get the information on which to base 

that? Was it just another arbitrary figure? A. No, no, this 
is not. My statements for the year 1931, headed Wilfert Lumber 
Company Limited Logs and the deck scale, show for the period 

SO of March 16th—you can get that on Page 7 on my December 31st, 
1931, statement.

Q. Are you trying to arrive now at the quantity ? A. Yes, 
I am giving you the quantity.

Q. I am not doubting the quantity, I am directing your at 
tention to the $1. A. The $1. was the figure that was given by 
Mr. Miller.

Q. You don't know how he made that up? A. No. He 
can give you information on it.

Q. For all you know, it is an arbitrary figure? A. It is 
40 an arbitrary figure, yes.

Q. Before the fire—if a fire had not occurred your lumber 
was taken from the sawmill into the planing mill, or other place 
that it would have to be taken for dressing? A. Yes.

Q. In some particular way of motor carriage or something 
of that sort, was it? A. It would go from the saw, go off on a 
conveyor chain, probably go through the kilns, and some to the
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yard; be kiln-dried, and then hauled from there into the planing 
mill.

Q. Carried by power? A. The kiln cars are hauled by 
power; the rough lumber carrier; conveyed by one or the other.

Q. And owing to your operating at the Wilfert mill you 
had to handle this rough lumber from the deck to the mill ma 
chines ? A. We had to handle.

Q. That is what you are claiming for, isn't it 1 A. Yes.
Q. Handling the lumber at Cameron mill from deck to mill 

machines, how would that be handled ? A. That would go in by 10 
scow and it would be handled by a crane, and labour of men, un 
loading it from the scow.

Q. Yes, in other words, by reason of this operation, instead 
of handling it from the sawmill into the kiln or planing mill, you 
would handle it from the scow, at the dock ? A. Handle it from 
the scow at the dock.

Q. How do you arrive at this excess cost of stock ? A. Well, 
that is Mr. Miller's.

Q. You want to put that up to him? A. His figure, yes.
Q. Your next item, $6,360— A. $6,360.28. 20
Q. Extra planing mill costs due to running at partial capaci 

ty $5,511.51, do you know anything about that yourself? A. I 
do know something about that.

Q. Can you explain that to the Jury, or would you rather 
that Mr. Miller did that ? A. Well, the cost, the way this is 
compiled, the actual cost $19,683.99, the cost in 1931 is 1.95; the 
cost for 1930, 1.64 in labour less twenty per cent reduction on 
labour being 32 cents, makes $1.32. Supplies 22 cents, making 
1.54; that leaves a difference of 43 cents. Now that 43 cents repre 
sents 28 per cent of that $19,683.99, bringing the figure to $5,511.- 30 
51.

Q. Yes, that is all right, you are reading figures that are 
that way. A. Yes.

Q. What I want to know is whether you can explain why 
it should have cost more to run the planing mill at partial capaci 
ty? A. We have taken the actual cost for 1931, I say, of 1.97, 
which is in my statement.

Q. And you have compared the cost with the year 1931 ? A. 
Yes; we have taken the cost for 1931 and the cost for 1930—1931 
$1.97, and the cost for 1930 being less, we claim that it cost more 40 
money to get to the planing mill.

Q. But I am asking you whether you can explain why that 
should be—or do you want someone else to explain that? A. 
Well, it is possibly better for Mr. Miller to explain that one.

The Court: I don't quite see what he gets from this nineteen 
thousand to $5,511. A. 43 cents—1.54 of cost, one hundred per
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cent, 43 cents would equal 43 and one fifty-fourth of a hundred, RECORD 
which is 27.92 per cent; and calling it 28 per cent of the nineteen /7^>
thousand is $5,511.51. Supreme Court

Mr. Bull: By the way, I see a twenty per cent reduction for Columbia 
labour there. A. Yes. .—

Q. You gave me ten per cent before on another matter. A. ^~1"t s 
I cannot vouch for the payroll costs; that 20 per cent is a figure L R£ Campbell 
—this report was made up by Mr. Grrogan—that 20 per cent figure Cross- 
is in there. Examination 

10 Q. So that having your mind directed to this 20 per cent, June 8 > \932 
are you prepared to correct your estimate of the cost of produc- (Cont ) 
tion in 1931 ? A. I am not prepared to swear on that 20 per cent 
reduction for labour, no.

Q. Now, in the way it has been explained, variation of these 
excess expenses over and above the customary cost, you claim that 
your loss of $51,000 was reduced by $22,216.72 ? A. Yes.

Q. Then you go on further and you say that other matters 
have to be considered. If we had been operating the Cameron 
mill you would have been able to sell power and by-products to 

20 the extent of $32,930? A. Yes.
Q. Now, I suppose the selling of by-products and the sale of 

power depends altogether on the production or the cut of ordin 
ary lumber in the mill, doesn't it"? A. Yes, it comes from that, 
yes.

Q. And you have taken a comparison of revenue from sun 
dry and lumber by-products as between 1930 and 1931 ? A. Yes.

Q. To show that you lost $15,673.25 in those ten months, 
because you did not have this mill to operate ? A. Yes.

Q. That is correct ? A. Yes.
30 Q. And in the same way you say there was power loss, in the 

selling of power, to the extent of $17,256.95, for the same reason 1 
A. Yes, this statement claims that. That is not a figure that I 
am prepared to substantiate.

Q. Yes, I recollect, the proof of the item as to power was left 
to someone else. A. Yes.

Q. But you understand how the thing is being put forward 1 
A. Yes, I understand that.

Q. And do you agree with this, do you know that if the mill 
is not operating you won't have the by-products to sell—that is 

40 if the mill is not running in a normal way ? A. No, you will not 
have the by-products.

Q. And going over the history of this mill for some years 
past, is it not true that the sale of by-products, or the by-products 
on hand to sell are allied intimately with the production of the mill 
from time to time? A. Yes, the by-products, while the mill is 
producing the by-products would be naturally produced.
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Q. And the same way, you have power to sell because you 
have fuel? A. Yes. You cannot generate the power without 
the fuel.

Q. Will you explain, in making up this statement on the basis 
you have, that you did not make any claim for profits that you 
would have made on the ordinary cut of lumber in the Cameroii 
mill ? A. I did not make this statement.

Q. But you are put here to justify it ? A. This statement 
was made from figures from my records which I substantiate.

Q. You are not prepared to back it up? A. The figures 10 
in connection with it, yes.

Q. Just the figures'? A. Just the figures from the books, 
yes.

Q. However, you understand enough about it, I think, to 
follow what I am trying to get at ? A. Yes.

Q. You could not have produced by-products to the extent 
of fifteen thousand odd, and have sold power to the extent of seven 
teen thousand dollars odd, without running your Cameron mill at 
its normal capacity ? A. No, we could not.

Q. And although you have claimed that profit that you would 20 
have made on certain things, you have not put into this statement 
the profit you may have made on lumber ? A. Apparently they 
have not put that in.

Q. Is not the reason obvious, that if you had run the Cam 
eron mill during 1931 the more lumber you cut the more you 
would have lost? A. No, I am not prepared to say that.

Q. Well, isn't that obvious? Having regard to market con 
ditions, the more you produced— A. I am of the opinion that 
if we had started a mill regardless of inventories that were on 
hand, regardless absolutely of any inventories we had, just taken 30 
our equipment and our mill, bought logs at the price which we 
could obtain on the market, and at the price we would have to 
pay for labour, I am of the opinion that we could have made a 
profit.

Q. I am not asking you that at all. A. You are asking me 
the loss. I cannot agree with the loss.

Q. You are trying to show, the way you are demonstrating 
in this case, the way you would have turned this loss into a profit 
if you had your own mill there. You follow that ? A. Yes.

Q. I am showing that to do that you show you would have 40 
a profit out of the sale of by-products and the sale of power ? A. 
Yes.

Q. I point out to you that you have not set up any claim 
at all in respect of profits that you would have made out of the 
cutting of lumber generally 1 And you follow that ? A. Yes.
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Q. Then I ask you if it is not obvious that the reason that RECORD 
was not done was that instead of operating the mill at a profit J ê 
you have operated it at a loss; or, in other words, the more you Supreme Court 
produced from the Cameron mill in 1930 the more money you Columbia 
would have lost in the sale of the product 1? A. I am not pre- —— 
pared to state that. ^

Q. You don't know? A. No, I don't know. L R Campbell
Q. You do realize this, that in order to convert this admit- Ctoss- 

ted loss into a profit you have taken the two things in the Cameron Examination 
10 mill, that is the sale of power and sale of by-products, which can June 8- 1,932 

only exist if the mill is operating to full capacity 1? A. Yes, 
that is right.

Q. And you leave out any reference to the ordinary products 
of the mill ? A. They have just taken the figures.

Q. They have taken the good and left the bad? A. This 
is not a statement compiled by myself.

Q. I am not surprised that you do not want to support that
statement. But you are put in the box to explain it. However, we
won't pursue that. Now, it has been your custom every month

20 in this business to produce a statement for the information of the
executive and office ? A. Yes.

Q. Showing how you stood from month to month? A. 
That is right.

Q. And you prepared statements for the entire year of 1930, 
didn't you? A. I did.

Q. And you in fact gave them to Mr. Barrett-Lennard ? 
A. Yes, he has copies of all those statements.

Q. Have you copies or those originals here?
Mr. Mayers: Is my learned friend thinking of putting these 

30 in?
Mr. Bull: Yes, most assuredly, and I think quite properly, 

under the policy, where it is directed that the past experience 
must be considered.

Mr. Mayers: That is exactly what I wish to except to.
The Court: Let me see the policy again.
Mr. Mayers: It is not a question of the policy, but a ques 

tion of pleadings. Your Lordship will see that I have set out my 
case in the statement of claim based on the actual experience, 
coupled with other considerations, for the year 1931. Now I 

40 gather that my learned friend wishes to go into the past experi 
ence in 1930. This would be quite open to him if he had properly 
pleaded it. He has done nothing of the kind. If your Lordship 
will look at the defence you will see that there is not a word in 
the defence about any past experience; that it simply consists of 
a series of denials of my case.
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RECORD The Court: But it does say that your statement of claim
in~ihe discloses no cause of action.

IfBritZf0""* ^r- Mayers: That is a matter of law, and not a matter of 
Columbia fact that you can support by evidence, it is purely a matter of 
Plaintiffs ^aw' N°w *f ne wants to prove the past experience I have no ob- 
Cas" jection at all, provided it is properly pleaded. Because it makes 
L. R. Campbell a great deal of difference to me. If it Were properly pleaded, 
Cross- then I should reply to it; and after my learned friend had given 
Examination suc}1 evidence as he could give on that subject, I should give 

(Co'nt'd)2 evidence in reply to it. Your Lordship sees the significance of 10 
°n the entire omission in the pleadings of the case that my learned 

friend now says he is going to try to make. 
The Court: It has not arisen yet.
Mr. Mayers: He is trying to put in evidence he is going to 

use as part of his case. Now he cannot do that, even on cross- 
examination, unless he has some pleadings for it.

The Court: He would have to add another paragraph cover 
ing the point?

Mr. Mayers: He should have said by the terms of the policy 
due consideration is to be given to the past experience, and the 20 
past experience is so and so, setting it all out, so that I know ex 
actly what he is going to prove.

Mr. Bull: I submit that is not so. The pleadings are quite 
sufficient. (Mr. Bull presented argument). I submit that apart 
from the pleadings altogether it is necessary to have this state 
ment in as showing the experience prior to the fire.

The Court: It is a question of how you are putting it in. 
If you are putting it in as evidence to show that this evidence 
should not be accepted as to what he would have made in 1931, 
there probably would not be any objection to that. But the posi- 30 
tion taken is this, that you have not pleaded at all that your 
policy contains a clause that consideration shall be given to the 
experience of the business before the fire; and it is objected that 
you cannot get in evidence of it.

Mr. Bull: Surely it is not necessary, when my friend has set 
up these policies as part of his case. And once they are in they 
must be looked at in every particular.

The Court: Regardless of your pleading, if you deny liabili 
ty, and he comes in and offers certain evidence, and he gives no 
evidence at all as to what the experience was before the fire, 40 
wouldn't I have to take it away from the Jury?

Mr. Bull: Of course I made that objection at the outset, 
that he is bound to show the experience prior to the fire.

The Court: Wouldn't that be your trouble, Mr. Mayers?
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Mr. Mayers: No, no trouble there at all. What I am entitl- RECORD 
ed to recover from the policy is the actual loss sustained. Now, I /7/J« 
am proving the actual loss sustained. Supreme court

The Court: But you must prove it in accordance with the cofumbia 
terms of the policy; the policy says due consideration should be .—— 
given to the probable experience before the fire, and the probable Q^ s 
experience after the fire. L R. Campbell 

Mr. Bull: The actual experience. Cross- 
Mr. Mayers: If the experience before the fire has no re- Examination 

10 levancy to the question at all, as I contend, no due consideration June 8 > 1 >932 
can be given to it. If my learned friend says I am not proving (Contd ) 
the actual loss sustained according to my pleadings, then he must 
set up an alternative action. A denial of what I have pleaded 
simply permits him to show and maintain that I have not proved 
my case, that is all, as framed in the statement of claim. But he 
is not satisfied with that. I have taken that objection, naturally, 
to any question directed to that purpose. But now he wants to 
set up an entirely alternative case, he wants to show that the ex 
perience before the fire is such as to be entitled to due considera- 

20 tion—which I deny—or should deny if I had the chance—and 
therefore he must plead that. It was quite satisfactory for him to 
deny what I say; but if he wanted to go further, and not only try 
and destroy my case, but to set up a different case of his own, he 
had to plead it: I should then have replied that the circumstances 
were such, before, with regard to the experience before the'fire, 
that no consideration could be given to that at all. And that is the 
matter that I should have not only pleaded, but proved in my 
reply.

The Court: In these days we allow amendments. 
30 Mr. Mayers: That is what I say, it should only be on an 

amendment, provided one is asked for, and properly framed.
The Court: I think it would be probably safer if the grounds 

were specified.
Mr. Bull: I really do not think it is a matter for amend 

ment at all, my lord. My learned friend has for certain pur 
poses looked to the experience after the fire in compiling the state 
ment showing what his profits would have been if the mill had 
not been burnt down. And on (the examination for discovery, 
which I propose to read, I remarked to Mr. Cameron, whom I 

40 was examination, that he had not had any reference to the actual 
experience before the fire; and my learned friend said, Why 
certainly we have, we are doing that on page 2 of our particulars, 
showing what they would have earned. I consider it is not a 
question of amendment at all.

The Court: Are you satisfied your pleadings are all right? 
Mr. Bull: I am absolutely satisfied it is all right.
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RECORD The 'Court: You are the one that takes the responsibility. 
I would have allowed you an amendment if you think you need it. 

Mr. Bull : I don't think I need it.
Tne Court: Because ithe other side is not taken by surprise. 
Mr. Mayers: It is not a question of surprise, it is a question. .

Plaintiff's 0£ the pr0per form in which evidence goes in. I want an op- 
i/R Campbell portunity of replying when the whole case is made, to this ques- 
QOSS- tion of [the prior experience.
Examination The Court : I will give you an opportunity to offer any evi- 
June 8, 1932 deuce you see fit by way of reply. 10 

(Com'd) ]^r Mayers: Then I will not touch that matter in chief. I 
simply want I to know my position.

The Court: All right, I will allow you to do that. 
Mr. Mayers : That is all right, then.
Mr. Bull: Have you copies of all these statements here? 

A. I have.
Q. Would you mind producing them? Have you got them 

all here? A. The statements are all; here.
The Court : Those are statements that were submitted ? 
Mr. Bull : Monthly statements prepared by you ? A. Pre- 20 

pared by myself.
Q. For the year 1930 and the year 1931 ? A. Right, yes. 
The Court: Submitted to whom?
Mr. Bull: Who, 'were they submitted to, to the directors? 

A. Submitted to the president, vice-president. 
Q. To the plaintiff Company.
Mr. Mayers : Just the ordinary statements — but the submis 

sion that i your Lordship is thinking about is that we gave Mr. 
Barrett-Lennard free access to them.

Mr. Bull : They very kindly let us have copies of it. Would 30 
you mind producing them, ''and we can put them in as an exhibit 
— for the years 1930 and 1931. Will they all go into one book? 
A. Yes.

Q. What does it contain? A. 1930 and 1931, from month 
to month, each. I have not looked it over (for sure, if there is 
anything missing I can supply it (put in as Exhibit 8).

The Court: This is for bothjyears? A. This is for two 
years, your Honour.

Mr. Bull : Is this correct, Mr. Campbell, for the whole year 
of 1930 your loss was $7,181.45? A. $7,181.45; according to 40 
my statements.

Q. And in that year was there not certain what is called 
non-recurring revenue of $7,055.27, in the way of refunds on tim 
ber licenses ? A. There were refunds during that year on tim 
ber licenses.
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Q. Amounting to that (figure? A. I would have to look 
that up. If it is on my statement there, those statements are 
made out by me, and if it shows that, then it is correct.

Q. That would be revenue of an exceptional nature, proper- 
ly called non-recurring revenue! A. Yes.

Q. That was the entire year? A. That is the tax rebate,
Q. Now, as a matter of fact I am just trying to i show the 

trend of things for the seven months, to the end of July 1930 you 
made a profit of $13,862.12, didn't you? A. I would have to 

10 look that Up.
Q. No, that is wrong; it was $18,279.82. A. For up to 

July, 1930.
Q. To the end of July, 1930.
The Court: In the blue up to the end] of July? A. July, 

1930, $18,279.82.
Mr. Bull : And the last few months of the iyear ending De 

cember 31st, 1930, your loss was $25,461.27? A. $7,181.45, for 
the last five months.

Q. The last five months? A. $7,181.45. And what is the 
20 other figure?

Mr. Bull: You lost the $18,279.82, plus the total loss for the 
year, of $7,181.45 ; that checks up to $25,461.27; isn't that correct? 
A. We had a profit at the end.

The Court: Eighteen thousand to the good at (the end of 
July, and when you finished up you were seven thousand to the 
bad? A. Yes.

Q. And in the last five months you must have lost the dif 
ference between the two ? A. Yes.

Mr. Bull: And in arriving at those figures, Mr. Campbell, 
30 you made no allowance whatever for depreciation, did you? A. 

For the tyear, 1930?
Q. Yes. A. There was no depreciation.
Q. We have the figures. And furthermore, throughout 1930 

you were basing your inventories at the arbitrary figure of $15? 
A. Right.

Q. By the way, your fixed charges would be roughly three 
thousand dollars a month ? A. Yes, roughly three thousand dol 
lars a month.

RE-EXAMINED BY MR. MAYERS:
40 Mr. Mayers: There is a question , that I should have asked 

in chief that I would like to ask now.
The Court: All right.
Q. What was the revenue received from the B. C. Electric 

for power for the 10 months ending December 31st, 1931? A. 
$285.72.

RECORD
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Q. That is all, thank you.
Witness stands aside.
Mr. Mayers: And your Lordship's ruling, of course, will 

permit me to \ re-call this witness, or any other witness, to call 
evidence in reply?

The Court: Yes.
Mr. Bull: I will object'to my learned friend splitting his 

case in this way.
The Court: I will give you a chance to argue it. I would 

have to exclude you re-calling the witness if something develops. 10
Mr. Mayers: But I want to;make it quite clear I am not 

splitting my case.
The Court: I understand that.
Mr. Bull: My learned friend's statement that he is not do 

ing so will not alter the case that he is doing it. He is making 
reference to deal with part of his case in\ rebuttal; I do not want 
to be taken to be a party to that at all, or to tacitly agree with it; 
because I am going to object that he must put his whole case in.

The Court: I think it safer to give him a chance to bring 
in any evidence he wants to bring in by way of rebuttal as <to what 20 
happened in 1930. I think I will give him that right. For I am 
a little doubtful about the case. That is as far as I am'ruling at 
the present moment.

GTJSTAV WILHELM WIRTANEM—sworn,.testified: Examin 
ed in chief by Mr. Mayers:
Q. Your full name, please? A. Gustav Wilhelm Wirtan 

em.
Q. You live in Victoria? A, I do.
Q. What is your occupation ? A. I am at present superin 

tendent, chief engineer and chief electrician of the Cameron Luna- 30 
ber company's mill.

Q. How long have you filled that position ? A, The super 
intendent position I have only filled since the first of the year; 
but I have been chief engineer there since the 1st of June, 1930.

Q. Just tell me your previous experience, will you? A. 
The last position I held was with the Great Central Sawmills 
Limited, of Great Central, B. C., for five,years.

Q. That was the five years preceding your joining the Cam- 
erons ? A. Yes.

Q. What position did you fill with the Great Central Saw- 40 
mills ? A. I was chief engineer and electrician.

Q. And had you anything to do with installing the power 
plant ? A. I installed the power plant and electrical equipment 
of 72 motors excepting 20 of them that we let out on contract.
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Q. And prior to that 1 A. I was with the Brunette Lum- RECORD 
her Company of New Westminster. /» the 

Q. How long? A. Approximately two years. ll^hh""" 
Q. In what capacity? A. Chief engineer and electrician. Columbia 
Q. And before that? A. With the Nicola Pine Mills, of _. —-HF -xj. -r. /-i PlaintiffsMerritt, B. C. Case
Q. For how long 1 A. About 20 months. G. w.
Q. In what capacity? A. Chief engineer. winanem
Q. And before that? A. Five years with the Canadian Direct 

10 Robert Dollar Company, of Dollarton, B. C. fam'na"°2
Q. In what capacity? A. Chief engineer, electrician, and 

master mechanic at the plant.
Q. How many years',experience altogether have you had 

with mechanical and electrical appliances? A. About 33 years.
Q. Now, you were running the power plant at the Cameron 

Lumber Company in 1930, were you? A. From 1st,of June.
Q. 1930? A. Yes, sir.
Q. Will you tell me, have you prepared figures for me, and 

can,you tell me the generating capacity of the plant? A. Well, 
20 the generating capacity of the plant is limited as far as our abil 

ity to sell power by the thousand kilowatts transformers that we 
had with,the B. C. Electric. But our generating equipment con 
sists of a Curtis steam turbine, which operated on the exhaust 
steam of the mill engines in the daytime, and at night it run on 
high pressure steam. In daytime she could generate on the ex 
haust steam alone, 750 kilowatts. And by letting some high pres 
sure steam into the machine why we could generate as high as a 
thousand kilowatts with her. And besides this machine we have 
a Corliss compound Corliss engine driving, generating, it was 

30 capable of turning out 300 kilowatts.
Q. So that your generating capacity with the two machines 

was how much? A. Well, the maximum capacity which we 
could get out. of it was around 1300 kilowatts.

Q. 1300 kilowatts per hour? A. If we forced everything 
in the mill.

Q. Now, taking the capacity at a thousand kilowatts per 
hour, how many kilowatts would you have produced in 10 months 
of 28 days to the month? A. May I refer to figures?

Q. Yes, refer to any figures which you prepared yourself. 
40 A. Would you mind asking the question again?

Q. Taking the capacity at a thousand kilowatts per hour, 
how many kilowatts would you produce in 10 months of 28 days 
in the month ? A. Well, these figures that I have here show the 
generating capacity of 24,000 kilowatts a day.

Q. 24,000 kilowatts a day, and how much is that for the 
10 months of 28 days each? A. 6,832,000 kilowatts.
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Q. Right. What time did you allow for cleaning the boilers, 
and general repairs ? A. Well, we allowed two days a month.

Q. Of that 6,832,000 kilowatts how much would you have 
used if the mill ran at normal capacity? A. 1,100,000 kilowatts.

Q. And you would have had left the balance for sale, that 
is, 5,732,0001 A. Correct.

Q. I am going to put the contract in; I may as well just 
put the conputation in here. Assuming that you would sell it at a 
third of a cent per kilowatt, what revenue would that have net 
ted you ? A. Well, according to these figures it would have re- 10 
turned $17,256.95.

Q. That is not quite accurate, witness. What is the price 
of 5,732,000 kilowatts at one-third of a cent per kilowatt? A. 
Five million kilowatts—

The Court: You can do that in your head. A. I didn't 
quite catch the question.

Mr. Mayers: It is $19,906.67, isn't it ? A. Yes, that is cor 
rect—I looked at the wrong figure here.

Q. From that would you have to make any deduction ? A. 
Well, there would have been, of course, the labour and supplies 20 
and depreciation for time running longer than actually required 
for sawmill operation.

Q. What would that be? A. $1,564.
Q. Just explain how that $1,564. is made up, will you? A. 

Well, if we were not supplying power to the B. C. Electric, ac 
cording to the British Columbia Boiler Inspection Act we could 
have carried on with third-class engineers at night, and instead 
of that we had to use second-class because we Were furnishing 
power to the B. C. Electric, and the wages difference is the differ 
ence between 50 cents for third-class men and 65 cents for second- 30 
class men, which amounts to $2.40 a day of 16 hours.

Q. That is one of your expenses, what is the last extra ex 
pense ? A. Then there would have been an extra water consump 
tion of 50,000 cubic feet of water at eight cents a hundred cubic 
feet, which amounts to $40.

Q. And your $2.40 a day for the second-class engineer 
would amount to— A. $72.

Q. $72. for a month of 30 days? A. Yes.
Q. So that on these two items you would have an extra cost 

per month of $112. ? A. Yes. 40
Q. And for ten months your figures would be $1120? A. 

Yes.
Q. What is the next item ? A, The next item is extra oil 20 

cents per day for 300 running days, $60; that is lubricating oil.
Q. As maintenance what extra expense would you have had ? 

A. Well, at night time when we were operating under 16 hours,
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when the mill wasn't running we were carrying our load on one RECORD 
of the large boilers, 575 horse-power; and the maintenance for J ê 
brickwork would amount to, for the 16 hours a day, about at a Supreme court 
rate of one dollar per year per horse power; that is $1.28 a day. 
For ten months it would amount to $384.

Q. Yes. That added to your previous figures gives $1,564? 
A. Correct. G

Q. That is the extra cost of producing the 6,832,000 kilo- wirtanem 
watts over the cost of producing the 1,100,OQO kilowatts, which Direct 

10 you could have used in your own mill? A. Correct. Examination
Q. If you had been supplying your own mill only, how many 

hours a day would you have run ? A. Eight hours.
Q. Supplying your own mill and the B. C. Electric you 

would run? A. 24 hours.
Q. You effected certain improvements in that plant, did 

you? A. I did.
Q. Begin with the first improvement you effected, and tell 

me about it. A. Well, I reduced the water consumption on that 
power plant approximately within a dollar or so of $200 a month. 

20 Q. And that reduction took effect at what time ? A. Well, 
the reduction took effect, started to take effect on a month after 
I assumed the position, but it was not accomplished until in No 
vember to the extent of $200. Which I have proofs here, the 
water bill, from the City of Victoria.

Q. You might give me the figures for the various months, 
beginning with the first month. A. January 1930 the water bill 
was $282.94; in February it was $315; March $268; April $293; 
May $316; June $272; here is where the reduction starts to come 
in; in July $194; in August $148; in September $128; in Octo- 

30 ber it went up $156; in November it was $98; in December $93; 
January 1931 $94.24; and in February it was $64.80. Of course, 
we have this short for the month, because the mill :burnt down.

Q. So that at the time of the fire you had got it down to 
about $70? A. Well, somewhere near that.

Q. Just explain very briefly how you effected that improve 
ment? A. Well, there was considerable water used around the 
mill for cooling bearings, and so forth, and we had a set of trans 
formers, the B. C. Electric had their water to cool; that water 
was all going to waste. There were some hidden overflow pipes, 

40 or hot well tanks, and so forth, that could not be seen when 
they overflowed; and that part of the water was going on. So 
I got all the water that was used for cooling purposes returned 
back to the power plant for our own use; also the water from the 
transformers and opened these overflow pipes, so that we could 
see if there was an overflow and stop it.
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Q. Now, what was the next improvement you effected ? A. 
I reduced the staff in the boiler room. The next improvement was 
to dispose of the electrician on the plant, at a salary of $125. a 
month. That was effected, I will give you the exact date, on June 
the 15th 1930 we dispensed with the electrician. On June the 8th 
—well, that is the electrician—then there was in the boiler room 
there were two firemen on each shift, which made six men, and 
then a clean up man carried on there as well. On June the 8th I 
disposed of the clean up man in there. So that that left six fire 
men. Then we altered the conveyor system in the boiler room, but 10 
1 could not get that work taken right over and completed until 
December the 15th.

Q. Of 1930? A. Of 1930. Then I disposed of another 
fireman, and the remaining five men that I had there, I made 
them take off one day each week, excepting one man that took 
off two days a week; so as to reduce the crew to the full time 
of four men; whereas there had been seven men in the first place.

Q. By the time of the fire what saving had you made in 
dollars and cents over the water and the wage reductions, and 
the elimination of unnecessary men! A. Somewhere around 20 
$650.

Q. Any other improvement at the time of the fire? A. 
There was considerable improvements made, but the figures on 
it are not exactly available. But this is a small item I speak of 
now. I changed the oil, to a cheaper grade; that was a saving of 
$50 at least accomplished every month on that. And also they 
were using a boiler compound and paying 25 cents a pound for 
it, and I started using soda ash at 3 cents a pound for boilers.

Q. Was there any other saving that you effected ? A. Yes, 
in the operation of the mill there, there was a loss of time of 15 30 
minutes or more every day that occurred on certain parts of three 
machines breaking down. They did not break all down at once, 
but it would occur around, so that it made an average of 15 
minutes a day. Well, by making some alteration in those engines 
I have stopped this lost time; and that at least calculation amounts 
to $1 a month. So taking all the savings, the savings in labour, in 
water, in supplies, and eliminating this lost time in the mill, it 
amounted to a little better than a thousand dollars a month.

Q. Then did you effect any improvement in the way of sav 
ing fuel or increased power generating with a certain unit of 40 
fuel ? A. Well, the hog, which is the machine for reducing the 
refuse wood from the mill into chips, was installed in such a man 
ner that you couldn't get—at times when the mill was producing 
more refuse than usual—all of it into it; so that there was au 
equivalent amount that would amount to 10 units a day on the 
average going into the burner instead of going into the hog and
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being returned back as fuel to the power plant. I made a pro- RECORD 
position to have the hog moved to a more convenient place; and inthe 
after discussing the matter they decided they would not do it. So Supreme Court 
I came later with another proposition, of a belt system that would Columbia 
carry the wood into the hog, so that they could feed it, and get all .-— 
of it in there; and it was agreed to go ahead with this job, so far Q^1 s 
that we had even bought the belts for it, and then the mill burnt Q ^ 
down. That saving would have amounted to 10 units of fuel wirtanem 
per day. Direct 

10 Q. Well, what does that mean ? A. You mean the 10 units Examination 
of fuel 1 Unit of fuel consists of 200 cubic feet. And it is capable Jw^^ 
of developing 10,000 pounds of steam when you burn it up. 10,- ^ °n ' 
000 pounds of steam will produce 500 kilowatts approximately, 
within two or three per cent of that, on the turbo. This would 
amount to 5,000 kilowatts per day.

Q. What was the nature of the improvement that you ef 
fected? A. Well, it was made so that the men that were feed 
ing the hog, they would not be in each other's way, and also the 
hog would be able to consume more wood because—it is rather a 

20 technical explanation I will have to go into—but the wood was 
arriving in such a shape that part of the wood was chewed off on 
one part, on the side, and it would choke up the machine.

Q. In effect did you increase the capacity? A. It would 
increase the capacity of the hog. And it would get that fuel that 
was going to the burner; giving more fuel for the boiler.

Q. And by that means you increased your generating capa 
city ? A. I did not accomplish it, but that would have increased 
it at the rate of 5,000 kilowatt hours a day.

CROSS-EXAMINED BY MR. BULL:
30 Q. How many kilowatts did you supply to the B. C. Electric G. W. 

in 1930, do you know ? A. I would have to get that figure from Wirtanem 
Mr. Campbell. Cross:

Q. The agreement provides the quantities that shall be sup- Exanunauon 
plied each day, doesn't it? A. No, it don't.

Q. I thought it did. A. No, it doesn't.
Mr. Mayers: May I put that in?
Mr. Bull: Yes, I think you had better. (Marked Exhibit 9). 

The idea is that you shall sell your surplus to the B. C. Electric. 
A. The B. C. Electric would take our power whenever we had 

40 any to give; and when we didn't have to give it wouldn't get any. 
But we could give it any amount that the transformer would take 
care of; that is a thousand kilowatts.

Q. That is, you were bound to supply up to a certain amount ? 
A. No, we could give them just what we wanted.
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Mr. Mayers: It is not much use asking this witness what 
is in the document. You don't want me to call Mr. Gossard to 
prove it?

Mr. Bull: No. (Document put in, marked Exhibit 9).
Q. You don't know, you say, how many kilowatts you sup 

plied? A. Mr. Campbell, the accountant, can tell you. I have 
the records for my own power plant, (but I have not got them here.

Q. It is probably shown in the accounts we already have 
here? A. Yes.

Q. And you don't know how much profit they made out of 10 
that in 1930? A. No, I couldn't say to that.

Q. You gave certain figures as to the capacity of the plant. 
Do I understand you to say that that is forcing the mill to its 
limit ? Did you use some term like that ? A. Forcing the gen 
erating apparatus, the turbo and Coiiiss engine to their limit.

Q. You said that, did you? A. Yes, I said that.
Q. Which you would not ordinarily do ? A. No.
Mr. Mayers: Well, witness—I am quite sure my learned 

friend wants to be fair.
Mr. Bull: Of course I do. 20
Mr. Mayers: He said forcing the engine to capacity would 

produce 1,300 kilowatts. A. Yes.
Mr. Mayers: Whereas lie based his calculations on 1,000. 

A. Yes.
Mr. Bull: Then I did misunderstand. So that when you say 

in the 10 months you could generate 6,832,000, you didn't mean 
that you were forcing your plant. A. No, I didn't mean that,

Q. And of that the mill would require 1,100,000? A. Yes.
Q. That is with normal operation? A. That is with nor 

mal operation. 30
Q. Of course you could not operate your generator and sup 

ply this power unless the mill was running in its ordinary way cut 
ting lumber, could you ? A. No, we could not.

(Witness stands aside).

ALEXANDER WILLIAM MILLER, sworn, testified: Examin 
ed in chief by Mr. Mayers:
Q. Your full name, please ? A. Alexander William Miller.
Q. Where do you live? A. Victoria.
Q. What is your occupation ? A. Secretary-Treasurer and 

Sales Manager, Cameron Lumber Company. 40
Q. How long have you filled that position ? A. I have been 

Secretary-Treasurer since 1928, and Sales Manager since 1921.
Q. How long experience have you had in that line of busi 

ness? A. 22 years.
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Q. Were you in court all day yesterday? A. Yes, sir. RECORD
Q. You heard Mr. Bull's views on the question of inven- in the 

tories. Will you tell me something about those? A. Well, we J*^/**" 
have always carried our inventory at a fixed value of $15 a thou- Columbia 
sand. That has been the policy of the Company ever since I have pi^^jff 5 
been with them; and prior to that, I believe. My opinion of a case 
fixed inventory rate is that it is the only, or the best way of de- A. W. Miller 
termining a company's position over a period of years, or even Direct 
any time. Mr. Bull indicated that an inventory should be taken at Examination 

1° cost figure, I have forgotten what it was, but it seems to me that ^ 
it does not make any difference whether an inventory, if you 
start off at the beginning of the year with an inventory value of 
$15. and you finish up with an inventory value of $15, so long as 
that $15. is not below the market price at which you can sell your 
product—

The Court: Not above ? A. I mean, not above the market 
price at which you can sell your product, that you have a fair 
sample of what your operation has been during the year.

Mr. Mayers: What exactly do you mean when you speak of 
20 an inventory? A. It is the stock in trade, in this particular 

case consisting of lumber and wood products of various kinds— 
boxes.

Q. Is it practical and possible to find out the cost of pro 
duction of the stock as it stands at any particular time ? A. No, 
sir.

Q. Just explain wfcy? A. Well, an inventory is a stock 
that has accumulated during the year, manufactured, it might be 
piled there for use on future orders, or on contracts which you 
may have on hand.

30 Q. Are the different dimensions of lumber manufactured 
at the same cost? A. Oh, nobody could go into a yard and 
pile it in a specified pile or number of piles of lumber and state 
definitely what they cost.

Q. Just explain that to me a little more fully. There are 
various dimensions of lumber, are there not? A. Yes, there are 
various dimensions of lumber.

The Court: Cross arms, for instance, do you sell them by 
the thousand feet? A. We sell them by the hundred pieces 
usually.

40 Q. The only thing you can sell by the thousand feet would 
be lumber, would it? A. The only thing we would sell by the 
thousand feet would be ordinary standard items of lumber.

Q. And what proportion of your product would they be? 
A. Of our product?

Q. Roughly? A. Well, our product varies.
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Q. How would it run? A. Well, it would probably run 
25 per cent of our total, including our purchases.

Q. 25 per cent, of your whole product would be lumber ? A. 
Yes, including what we purchase to supplement our own produc 
tion. For instance, we purchase I should say some twenty per 
cent approximately.

Q. The other 80 per cent consists of cross arms and boxes, 
and so on 1 A. Shiplap, dimensions and timbers, and extra lum 
ber—

Q. Wait, I want to get this clear for my own purposes. A. 10 
Do you mean cross arms ?

Q. You deal in cross arms? A. Yes.
Q. That is one thing; I suppose you make lots of other 

things ? A. Yes.
Q. Do you make baby squares ? A. Yes.
Q. Those things that you sell by the thousand feet, that in 

cludes baby squares? A. Baby squares are something that are 
usually shipped immediately, they are extra pieces, and never 
piled up.

Q. Tell me what proportion of your product is sold by the 20 
thousand feet ? A. All our product is sold by the thousand feet 
primarily.

Q. Everything you have got? A. Yes.
Q. Even cross arms? A. Yes.
Mr. Mayers: Are these different descriptions and dimensions 

of lumber manufactured at different costs? A. Oh, yes. The 
larger items do not cost as much to manufacture as smaller items, 
which are re-manufactured, into mouldings, and stuff of that na 
ture.

Q. Is it practically possible, and does anyone do it, to keep CO 
a system of costs of accounting on each piece or pile of lumber? 
A. I don't think anybody does. I think it would be a very ex 
pensive procedure, and would be probably prohibitive.

Q. Has the price placed on the inventories any bearing on 
the profit or loss for any particular period, provided that you 
keep a consistent price? A. No, I don't think so; for the simple 
reason, you have an inventory at the beginning of the year, $15, 
and you find that you finish up at the end of the year at the same 
inventory value, the production costs during the one period are 
absorbed, and all accounts are paid in connection with it; the in- 40 
ventory which you have at the end of the year is nothing more 
or less than an asset.

Q. Just a clear asset? A. Just a clear asset, yes.
Q. That is, you have paid out or taken into your account 

during the year all the costs of manufacturing that particular
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stock in the year? A. All the costs in connection with that are RECORD 
paid for. in the

Q. And how many years would there be during which a stock S0f^^ou 
at the end of any particular year has been accumulated ? A. Oh, Columbia 
inventory in the yard will accumulate, it will probably be an ac-
cumulation of three or four years. Case

Q. How about your particular stock, say at the end of 1930, A. w. Miller 
or at the end of 1931 1 A. Well, at the end of 1930 there would Direct 
be very little difference in the type of inventory. During the lat- j^^T^i^.

10 ter part of 1930 we purchased a great deal of cross arm material, (Cont'd) 
which cost us somewhere in the neighbourhood of $30. a thousand, 
which is piled in our yards ; but taken into our records at $15. a 
thousand. Together with the actual cost of the product, the pur 
chase price, there is the cost of unloading it off cars or lighters 
at our dock, and piling it up in the yard, which is also absorbed 
in our ordinary expense during the year. This stock goes into 
the yard, and is accumulated on these various contracts which we 
enter into, such as cross arms, door stock, and boxes. We have 
got to carry a large supply of box lumber in our stocks, which

20 are piled up in the yard for our trade ; that stock is manufactur 
ed in the mill, and manufactured into small sizes, which costs us 
more for that reason. But it is piled up and carried on inventory 
at $15, but it is sold to our box plant later on at I think $21, or $20. 

Q. At the end of 1931, for instance, over what period of 
years had that stock been accumulating ? A. At the end of 1931 
we had stock in our yard that had been accumulating for I should 
say three years anyway. I might also say we are faced with, take 
our cross arm business and our box contracts, door stock business, 
which is more or less seasonable, depending entirely on conditions

30 which call for these requirements from time to time. For in 
stance, just recently they had a storm at Calgary, which took 10,- 
000 cross arms, which they wanted shipped immediately. We have 
to carry the stock to take care of those orders. And there is not 
much difficulty about the price which we get for that stock when 
required in that sort of a time.

Q. Now, then, at the end of each year, having absorbed all 
the costs of manufacture, you have this clear asset in the shape of 
a stock of lumber; that is right? A. Yes, sir.

Q. Now, supposing prices go down, are you bound to sell that
40 stock ? A. No, not necessarily.

Q. What do you do? A. Well, in some cases we just hold 
the stock until the market goes up. If we feel that the market is 
not in such a condition that we can sell that stock, we, prefer to go 
ahead and carry on our operation in a general way, and sell the 
stock from our production.
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Q. From your new production. A. Not increase our in 
ventories, just leave our inventories as they are.

Q. Over a long period of years it is a question whether your 
prices which you get for the production equal the cost that you 
have been put to in the various years, no doubt 'I A. Oh, we never 
have been able to—I mean, we never have had to sell it at less than 
our cost. If we had been doing that over a series of years I 
imagine the Cameron Lumber Company would not be in exist 
ence.

Q. I think you told me that this system of accounting which 10 
we have adopted for this trial has been the system in use by this 
company for how long ? A. Ever since I was in the company—it 
has been in existence since -21, any way, to my knowledge.

Q. That is you have taken your inventories at a fixed price ? 
A. Yes.

Q. Maintaining that price consistently at the end of each 
current year? And saying that your fixed price does not exceed 
your logging price? A. Never at any time.

Q. If you were to change your system as Mr. Bull suggests, 
would that form a true picture of your condition for any one year ? 20 
A. No, because if we had adopted that condition generally, why 
we would have in some years very large profits due to the fact 
that our inventory price was too low, or very heavy losses, due 
to the fact that we were carrying the prices too high.

Q. Is this method you have adopted unusual or unique ? A. 
I think it is uniform throughout the lumber business, as far as I 
have ever known.

Q. Now passing to a different subject: You heard what 
Mr. Bull said yesterday about the method of proof we have 
adopted and about depreciation and bank interest and insurance 30 
and so on. What have you to say about that? A. Well—You 
mean in connection with the presentation of our claim?

Q. Yes? A, Well, we were rather wondering just how we 
would present the claim. Naturally we felt we had a claim against 
the insurance company, and due to the fact that we estimated that 
during the year 1931, with our saw-mill intact, or operations in 
tact, the lower cost of labour, of logs, material, etc., we could 
have gone ahead and carried on our operations at a profit, but 
that is more or less estimated. It is just a case, we thought it 
was a pretty good one, but, however, in carrying on our Wilfert 40 
Mill operation we decided that we had something concrete to work 
on. We had carried on this operation and we just took into con 
sideration the extra costs which we would have had with that 
operation as compared with our own operation.

Q. So you don't claim a profit on your main operation, for 
the reasons that you have given ? A. No, we did not make any.
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We just took the items we were reasonably definitely assured that 
we would derive a revenue from, that we were assured, practically 
assured on with various charges.

Q. Now, not having claimed the profit which you think you 
could have made in 1931 had your saw-mill not been burnt, what 
have you to say on this question of bank interest and insurance ? 
A. Well, we did not pay any interest charges, or very little on 
our Wilfert mill operations, we did not have to, so therefore we 
did not take that into consideration. Had we been operating our 

10 own mill with the production which I have mentioned, the items 
of depreciation and insurance and interest charges would have 
been taken care of in our ordinary operations in the profit which 
we should have derived from our lumber operations.

Q. That is to'say that the depreciation, bank interest and 
insurance would have been allowed for in your estimate of the 
profit which you would have made on your main operation ? A. 
Yes.

Q. Not having put that forward in this case, there is no 
reason, in your view, to put that forward on other items that 

20 would have been taken care of in the profit ? A. I think not.
Q. You heard the figures stated for the interest you paid to 

the bank, I think in 1930, did you not, yesterday ? A. Yes.
Q. Was that interest paid in connection or for the money 

which you used in the lumbering business at the Cameron Mill? 
A. No, not all of it. We had various subsidiary interest, such as 
the National Cross-arm Company at Bellingham, which we were 
operating, and this was financed by the Cameron Lumber Co, 
in Victoria, also Cameron Brothers Timber Company, which was 
a logging operation, also a model home, which the Cameron Lum- 

30 ber Company built in Victoria, cost of about $17,000 and various 
other sundry and small items that I cannot recall at the moment.

Q. With regard to depreciation, what have you to say as to 
the suggested depreciation of your mill ? A. Well, our mill has 
been depreciated to the point .where I consider that it is not wise- 
to write off any further depreciation on account of Government 
regulations.

Q. There are certain specific figures in our proof that I want 
to go into with you now—On sheet 2 of our particulars you see an 
item there, handling lumber at Cameron Mill from dock to mill 

40 yards? 6,360,284 ft. at $1. What can you tell me about that? 
A. That is material that was taken from the Wilfert Mill in 
large cants and sizes for re-manufacture in Victoria; it came in 
by lighter or scow from the Wilfert Mill to our docks, was un 
loaded off the scow. It used a crane operator, two men on the 
scow to put the slings round and two men on the docks to take 
them off and set them on carrier leads to the dock. This lumber
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is taken by a Ross carrier, which is a chain for carrying lumber 
from there to our re-saw tables at the re-saw for re-manufacture 
into sizes for various sizes which we were manufacturing in our 
planing mills and using in our business.

Q. Is that an expense that you would have had to incur if 
the mill had not been burnt 1? A. No, because in, the ordinary 
way, with our mill connected up to the re-saw plant, the lumber 
came in the ordinary way.

Q. How did you arrive at that figure of $1 per thousand 
feet? A. The figure was arrived at as a nominal charge, and 
anyone will agree it was low for the work done, taking it off the 
scow, 4 men, and transferring to re-saw table—six or seven men 
employed there steadily. I have not figured the actual cost, but 
I think anyone will agree that this is low.

Q. And you have included that as the result of your experi 
ence, have you? A. As a result of long experience in manu 
facturing lumber. To my mind it is a very reasonable figure.

Q. Extra cost of planing mill ? A. We are obliged to oper 
ate our machines in the planing mill in their regular way. Often 
though we don't have the same capacity. It requires the same 20 
number of men on the machines, and we only put through about 
25 per cent of our normal production through the planing mills. 
We arrived at that by taking our cost of handling, the actual 
cost we did put through there in 1931, put it at 1.97. Actual cost 
in 1930, $1.64, and taking into consideration that there was a 20 
per cent reduction in labour cost during 1931, we deducted that 
from our 1930 costs, which would have made our cost $1.32, plus 
the actual supplies which were used in 1931,22, making $1.54. So 
it is reasonable to suppose our cost would have been $1.54, instead 
of $1.97, due to this difference.

Q. And the difference of 43c. A. Our actual cost was $19,- 
683.99, and the difference in the cost per thousand was 43c.

Q. 43c is the additional cost, therefore it is that percentage 
of $1.54 taken away from $19,683.991 A. Just the same in pro 
portion, yes, would be our extra cost.

Q. Now, I want to deal with Table A on Sheet 3, taking the 
items in order—Wood and saw-dust—explain that? A. Well, 
our revenue in 1930, during our normal operation shows—In 1930 
we had all the wood and saw-dust which we accumulated at our 
mill on the larger production, for which we had a contract with 40 
the Cameron Wood and Coal Company in Victoria to take this 
product away from our mill at the \tyood bunkers and dispose of 
it. We sold that to them at established prices. In 1931 we did 
not have that, for the simple reason that we were operating the 
Wilfert Mill and they had a contract with the Pacific Land Com 
pany, which demanded a proportion of their wood products, and

30
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the Cameron Wood & Coal Company were obliged to seek their RECORD 
supplies elsewhere. We did let Mr. Cameron take our mill trim- /« the 
mings, called kindling wood. supreme court

Q. Could you have sold in 1931 as much as you sold in 1930, Columbia 
if you had had it? A. I am quite sure we could have sold it, .-— 
for the simple reason that less mills were operating in Victoria c^u s 
in 1931 than in 1930. The Canadian Puget Sound shut down in ^ w. Miller 
Victoria, and it is reasonable to suppose that we could have sold Direct 
it, because there Was a lot of wood and saw-dust brought into Vie- Examination 

10 toria from up-island mills. Jun.^,8' 1
Q. And you say they filled your vacuum? A. Yes. (Cont
Q. Not the Lath 1? A. We did not have a lath mill at the 

Wilfert Mill, therefore we could not make lath from our slabs 
and edgings which were accumulated and came from the manu 
facture out there. Even though we had a lath mill the produc 
tion would have been much smaller, due to the small production 
of the mill. We had no difficulty about selling them in 1931, be 
cause there was quite a demand from California, which was our 
chief market, and we were buying laths ourselves here for our 

20 local trade.
Q. The teaming explains itself—if you had sold more, you 

would have had more delivery charges ? A. Yes.
Q. The rents you heard Mr. Campbell explain that—that is 

correct? A. That is correct—owing to the number of men we 
employed.

Q. The shingle and sash and door products, you buy, do 
you? A. Yes, we trade in these things to take care of our car 
business to the prairies and our local business generally—we don't 
manufacture them to pay.

30 Q. As a matter of fact you derived more revenue in 1931 
for shingles than in 1930? A. We did.

Q. And you allowed that in your claim ? A. Oh, yes.
Q. The sash and door fell by about $600.—What have you 

to say ? A. We were unable to take care of some of our Prairie 
business, because we did not have the mill to cut it.

Q. Do you know the details on the power, the sale of power? 
A. I don't know actual figures, that is our records. I know I 
have had a lot to do with the power plant in some ways and discuss 
ing the various matters with the firm.

40 Q. You heard Mr. Wirtanem say that he had had effected 
improvements and economies which would have saved you about 
$1000 a month at the time of the fire. Are you familiar with 
that ? A. That is true, yes.

Q. Now of course the supply of power depended on the 
quantity of fuel which you had ? A. Oh, yes.
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Q. What do you say as to having a sufficient quantity of fuel 
in 1931, after your mill had burnt? A. Well, during part of 
the year 1930 we had been—011 account of our association with 
various lumber associations, by which we were endeavouring to 
make arrangements for stabilizing the market, we had agreed to 
curtail our production in company with many other mills in this 
association in order to stabilize market conditions. At various 
times we were—as a matter of fact I was» quite opposed to the 
policy entirely, I thought it should have gone along and produced 
as much lumber as we could and manufacture as cheaply as we 10 
could and when I was able to sell it. I thought it was a bad policy 
for us to adopt. We had a good local market here for our lumber, 
certainly much better prices than is being obtained in many other 
markets at the present time, and that made me think that we 
ought to go ahead, which was our policy in 1931, as indicated for 
the first two months of the year.

Q. That is go in for fuel production? A. Yes.
Q. Have the Cameron Lumber Company paid the premiums 

on the policies in question here? A. Yes.
Q. Now the fire took place on the 25th February, 1931. 20 

When did you start to clear the site? A. Well, at that time we 
were anxious to get the mill going again and we started promptly, 
right away, I believe—Well, we started immediately after the fire, 
we cleared the stuff away the following Monday morning.

Q. Did you stop at all ? A. Well, I talked the matter over 
with Mr. Crombie, and he told us we had better not proceed with 
the thing any further until we got instructions.

Q. Who was Mr. Crombie? A. Insurance adjuster.
Q. He was adjusting the loss under these policies? A. I 

understand so, he represented so. 30
Q. How long did that delay last? A. We did not do any 

further work on that, only sundry small items, until March 12th, 
and Mr Crombie told us to go ahead, clear up the site, dispose of 
the junk and make any salvage we could for the Insurance Com 
panies, which we did.

Q. And you proceeded after that ? A. Yes, we went ahead.
Q. When did you complete this clearing of the site? A. 

27th April, 1931.
Q. Did you lose any time over it after you got going? A. 

No, we did not. 40
Q. Do you know Mr. Combie's writing? A. No, I could 

not be sure of that—it looks like it, yes.
Y. That is a letter you received from Mr. Crombie, is it? 

A. Yes, sir.
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Q. Dated December 19th, 1931, addressed to A. W. Miller, RECORD 
that is you, is it ? A. Yes. /„ the

(LETTER READ AND MARKED EXHIBIT No.ll) ofSf0"''
Q. "Re claim under 'Use and Occupancy insurance' "—that .—;-;

is what they call this insurance 1 A. That is what I understood Plamtlff -s •, , i J Caseli to be- A. W. Miller Q. Justt explain the matter, this matter of the Northern Direct
Electric Company's payment, will you? A. You mean on that Examination contract? Junes, 1932 

10 Q. Yes, you remember Mr. Bull suggested that some 3000 (Cont'd) 
odd dollars should not be, included for 1931 1 A. We had a con 
tract with the Northern Electric Company for 135,000 cross-arms 
for the Bell Telephone Company. These cross-arms were sold to 
the Northern Electric Company at a certain price per piece and 
according to the contract they were to accept delivery of these 
arms at the rate of 20,000 per month. During the year 1930 and 
coming towards the end of the year, they did not use these arms as 
rapidly as. they anticipated, but we wanted to get our money out of 
them and took the matter up with them, with a view to obtaining in 

20 part payment of this material piled in our yards, and we would 
carry it if they Would insure it if it piled in our yards, have it 
ready for their orders when they wanted it shipped. Under that 
arrangement they agreed to pay 80 per cent of the purchase price, 
we to charge them with the other 20 per cent when the arms were 
completely manufactured and shipped out. So we only took in 
that 20 per cent as and when the arms were ordered out.

Q. And this 2000 odd dollars represented arms that were 
ordered out when ? A. You mean the $2000 that appears in our 
1931 records—during 1931 1

30 Q. So you shipped cross arms representing that $2000 dur 
ing this ten months period? A. Yes.

Q. You are familiar with our claim. You have gone through 
all the items of our particulars, have you ? A. Yes, sir.

Q. The claim as we have put it in, does that include fixed 
charges and expenses? A. Yes.

Q. So that the small profit which w|e show would be the profit 
after all the fixed charges and expenses had been satisfied? A. 
Quite so.

CROSS-EXAMINATION BY MR. BULL: A.w.Miller
40 Q. You agree that all your products are sold by the thou- Examination sand feet? A. The basis of sale is 1000 ft., yes.

Q. And the cost of production, according to your records is 
based on the average cost of production and was shown in your 
records ? A. The average cost of production during that period.
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Q. Per thousand feet I A. Per thousand feet.
Q. You had on hand on the 1st March, 1931, when you com 

menced this Wilfert Mill operation, 10,991,340 ft., that is correct, 
is it? A. Yes.

Q. You had manufactured during the 4 months previous to 
that 9,163,546 ft, is that correct? A. I don't know.

Q. Your records would show? A. Whatever the records 
show.

Q. In other words, you manufactured in the 4 months im 
mediately prior to March 1st, 1931, all of your opening inventory 10 
on that date, except 2 million feet. A. You mean in these 
months, November, December, January and February?

Q. November, December, January and February, you manu 
factured a quantity within 2 million feet of your opening inven 
tory of March 1st, if your figures are correct and can be checked 
up ? A. Yes.

Q. Knowing precisely what you had on hand on March 1st, 
1931, it would be no trouble to put a value on that opening inven 
tory according to the cost of production? A. It would not be 
possible. 20

Q. Have you stated all your reasons for that ? A. My rea 
sons are that I don't know just exactly what the specific pile in 
the yard cost us to manufacture. It may be a pile of 1 x 2, a pile 
of cross-arm stock that we purchased and paid $31 for.

Q. Well, I suppose you agree that lumber or any of your 
materials which were lying in the yard for the three years that 
you mentioned would appreciate in value rather than depreciate ? 
A. That may or may not be.

Q. Is it not generally known that lumber piled in a yard 
does appreciate in value largely, because it dries out and is cheaper 30 
to ship. A. Appreciates as regards quality?

Q. Yes? A. Bight.
Q. So there is no point in your saying that some of this lum 

ber might be there for three years, and for that reason it would 
be impossible to value it? A. Well, the only value that can be 
put on an inventory is the value you can obtain for it in the mar 
ket.

Q. You are not speaking as an accountant? A. No, as a 
salesman, selling that stock.

Q. You don't pretend to know anything about accounting? 49 
A. Oh, yes.

Q. Did you ever study it ? A. Yes, for some time.
Q. In the higher branches? A. Not the higher branches.
Q. Book-keeping? A. Yes.
Q. Not for some years? A. Not for some years.
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Q. You have nothing to do wfith the accounts in the Cameroii RECORD 
Lumber Company? A. No, Mr. Campbell does the accounting. Intbe 

Q. Now we have the quantity you have at the end of 1931, Supreme court-i •! • • -i i j i j-i j j j.i ,L v j of Britishand you say it is; impossible to value that at the cost 01 produc- Columbia 
tion, because it might have been manufactured over a period of .——s 
years, and you would not know what basic prices or cost of pro- c^°" 
duction to attach to it. A. No, here is the explanation: That ^ w. Miller 
stock in the yard would have cost us $20 to manufacture. We Cross- 
start off at the beginning of the year on an inventory. We go Examination 

10 along through the year and produce lumber. In many cases it Jun/t?' J. 
cost us $40 to produce the lumber, in many cases it only cost us ^ ont 
$6—that lumber taken right through the periods in that year. 
2 inch block dimensions, for instance, all they do is take off the 
chains;, pile it in the yard. That is a cheap operation. Laths, 
etc., cost us more because it comes through our planing machines 
and our kilns. Therefore you cannot put any production price oil 
any specific item of the inventory.

Q. Now, Mr. Miller, you know very well that your books 
show from month to month and every month, the average cost 

20 of production. A. Of the lumber.
Q. Well, of your stock in there? A. Well, yes, of our 

total stock, yes that is right.
Q. You have every month the average cost of production? 

A. Yes.
Q. And you agree with this, that beginning at February, 

1931 and going back into the pasit, as you go back the cost of pro 
duction is higher ? A. On our year's operations, as we go along, 
we might start with a year, without a foot of inventory—

Q. Just a moment. A. Pardon me. 
30 Mr. Mayers: Make your explanation.

Mr. Bull: Make your explanation afterwards.
The Court: Go on and answer it. A. What I mean is, if 

we went into a year's operations without any inventory, and 
manufactured for twelve months, and absorbed all our costs in 
connection with that operation, and in connection with piling, 
the inventory in the yard, our inventory, would be a clear asset.

Mr. Bull: Now answer my question. Beginning in January 
and February 1931 we have your average cost of production ac 
cording to your owtn records, $19.00 and going backward over a 

40 period of one, two or three years, is it not a fact that as you go 
back the cost of production increases? A. I think probably the 
cost of production was. higher in 1929.

Q. So fixing your inventory on March 1st, 1931, at $19.00, 
you must be fixing on the minimum cost of production of every 
thing that is in the yard,—does not that follow? A. Well, I 
don't know.
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Q. Well, are you qualified to speak?
The Court: He does not know if that is correct.
Mr. Bull: Do you agree as you go back over one, two or 

three years, the cost of production increases ? A. Yes.
Q. Then I put it to you that if you take the February cost 

of production at $19.00 you must be fixing the minimum cost of 
production of everything that is in your yard. Do you follow 
that!

The Court: Put it another way, there wasi nothing there 
that cost more than $19.00 to make, that is Mr. Bull's proposition. 10

Mr. Bull: No, there was nothing that cost less than $19.00 
on the average, that is much better way to put it. A. I differ with 
that.

Q. Now will you point to anything that comprised that 10,- 
991,000 feet which on that average coat less than $19.00.

The Court: You say $19.00 is the price fixed for February? 
And he says, going back it always was higher. Then now what is 
your question ? A. You mean going back the cost was higher I

The Court: Now put your question again.
Mr. Bull: Well, was there anything in that opening inven- 20 

tory of March 1st, 1931, that cost less than $19.00 per thousand 
to produce—we must stick to averages. A. Well, our rough 
dimensions in the yard cost us less than that.

Q. That is getting away from the point. Your system is 
taking average cost. A. In our inventory we don't take the 
average cost.

Q. In your records you do. A. We keep to average cost 
of production during the year which absorbs all our costs which 
is power and shipping and running machines.

Q. You are not prepared to answer that? A. I could not SO 
pick out any specific item from memory and say how much it 
had cost.

Q. No, you could not logically because you have admitted 
the cost of production to be down in 1931. Now you don't quite 
see the force of taking the opening inventory at the cost of pro 
duction rather than the fixed arbitrary value of $15.00. A. No 
—it is probably a matter of accounting.

Q. You probably don't follow. A. I don't at the moment.
Q. As far as the company is concerned, and for the internal 

purposes of the company, you can quite see if you take a fixed 40 
arbitrary value over a period of a year, it makes no difference. 
A. I know it has not made any difference to the Cameron Lum 
ber Company.

Q. Well, take the case of a man who has a hat shop. He 
has 1,000 hats. He puts an average price for these hats and
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starts out in January, 1931, knowing exactly what they cost him. RECORD 
You follow that? A. Yes. inthe

Q. Now if he wants to find out whether he made a profit Sutg%?£ourt 
or a loss during the next six months, it follows he must have an Columbia 
opening inventory at a trade price. A. That ia a merchandising .—• i * jf lallillil Sproposition. Case

Q. Do you agree to that ? A. He did not manufacture the A. w. Miller
hats. Cross-

Q. Do you agree with that? A. Yes, that is true. Examination 
10 Q. Why would not the same principle apply to the manu- Jun£8- !,^32 

f acturer ? Is not the cost of production the same, as to the trades- ' ont ' 
man ? A. No, because of the various prices—I cannot quite see 
that.

Q. All right, we will leave it. Now I think you said that 
if you adopted any other system than fixing an arbitrary value on 
your inventory, in some years you would show a huge profit, and 
perhaps another year a huge loss. You said that? A. Yea, by 
adopting the pricing value.

Q. You mean that ? A. Yes.
20 Q. Is not that the very thing I have been contending—it 

shows the true position? A. The average price over a period 
of years.

Q. No, the cost of production. A. Well, how do you 
know what your cost of production is going to be ? If you started 
out with an inventory for $20 for the year, you start off in a 
year not knowing what conditions will be like during the year, 
the prices would probably go down under $15.00 and you would 
take quite a loss. If the selling average went up to $30.00 you 
take quite a profit, but if you strike an average for a period of 

30 years, the average ia accepted by all accounting systems and the 
Government Accountant. Seems quite correct.

Q. I see. Now in taking up the question of your claim as 
put forward, you I take it were not responsible ? A. No, I was 
working on a good many questions.

Q. As far as you were concerned you put it this way: You 
naturally felt you had a claim against the Insurance Company, 
and had to more or less make a guess? A. Well, according to 
the reading of the policy we had to show we incurred certain ex 
penses after the fire.

40 Q. What do you mean you figured you naturally had a 
claim? A. Because we had use and occupancy insurance.

Q. Because you had paid the premium? A. That is the 
idea.

Q. As a matter of fact the insurance was placed with a sub 
sidiary company, was it not? The Cameron Investment & Se 
curity Company? A. Yea, Insurance Agents, Victoria.
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Q. And the agency is owned by the Cameron Lumber Com 
pany? Insurance Agents, Victoria, and they get the benefit of 
the commission on the premium? A. I don't know that.

Q. At any rate the agency who placed the insurance was a 
creature of the lumber company—it was a subsidiary company, 
Sio to speak ? A. Yes.

Q. Well, then, what did you mean by using the expression 
that it was a guess on your part ? A. I did not quite follow it.

Mr. Mayers: What the witness said was that if the Garner- 
on Lumber Company had adopted the method of estimating its 10 
profit as it carried on its business:, that would have been in the 
nature of a guess as compared with the nature of their figures 
which they have produced in our present claim.

The Court: Yes, that is> what he said.
Mr. Bull: Is that correct, that it would have been a guess, 

in view of the fact that in the way you have presented your claim 
you have taken in theory the profitable things that would have 
occurred at the Cameron mill, had there been no fire? A. We 
have taken the revenue that would have been earned.

Q. The by-products and the sale of power, the contracts on 20 
hand at the time? A. Yes.

Q. Leaving the manufactured lumber only? A. Yes.
Q. Now if you can estimate these two things can you not 

equally well estimate what you would have earned from the 
manufacture of lumber? A. No—I could have made an esti 
mate, but it would be purely estimated.

Q. You have all the basic factors to make up the estimate. 
First you would have the capacity of your mill. A. Oh, yes.

Q. You would have the cost of your logs ? A. No.
Q. Why? A. Because if we had known we could have 30 

bought logs at eight or nine dollars when they were costing us 
thirteen or fourteen dollars at the beginning. It would have been 
pretty hard to estimate.

Q. This; writ was issued on the 9th February, 1932. At that 
time you knew the price of logs for the period after the fire ? A. 
At what time?

Q. When this writ was issued in February this year you 
knew the price of logs for the period following the fire. A. I 
know what the prices of logs have been since the time of the fire.

Q. Therefore, in making up this; estimate, you would have 40 
first to start with the capacity of your mill, and the price of logs, 
that is right? A. Yes.

Q. The cost of lumber and the selling price of material? 
A. Yes.

Q. So that a skilled accountant, with all these figures,, could
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easily project in the period following the fire an estimate of these 
operations? A. I don't think he could.

Q. You are not an accountant. — You had all the elements 
on which to make such an estimate? A. We know what the 
prices of logs were in some instances, we don't know what busi- 
ness would have been, not entirely.

Q. You heard what Mr. Campbell said — A. We were of- 
f ered logs less than that.

Q. You were sales manager, you knew all about the selling 
10 price of logs, of manufactured products both before and after 

the fire? A. Yes.
Q. Now I have prepared a statement which my friend and 

I have agreed on for the years 1930 and 1931. I am going to put 
this in, my lord. I will show this to the witness in a moment. 
These are average prices for 1930 and 1931 in relation to what is 
known as tide-water mills.

Mr. Mayers: I have the complete average, we have worked 
out the average taken for the year.

Mr. Bull : Well, I have not had an opportunity of checking 
20 that, but I presume it is taken from the record 1930 and 1931. 

Now, you have seen this statement, have you, Mr. Miller 1? A. 
Yes.

Q. There are three columns, the first one comprises 15 mills 
reporting to the B. C. Lumber Association. The next is 15 re 
porting to the West Coast Association, and the third column is 
the prices between the Lumber Companies. (Exhibit 12). If 
you would not mind looking at that copy, taking the B. C. As 
sociation. What is your opening ? A. $19.65.

Q. In January 1930 the price apparently was $19.65, is that 
30 correct 1 A. Yes.

Q. The Cameron Company was: then getting $29.61. A. Yes.
Q. Now following down the whole of 1930 there was a con 

stant drop, was there not 1 A. Yes, with a very few exceptions.
Q. Going over the figures, opening in January 1930 at 

$19.65, February $20.67, March $20.70— perhaps I need not read 
all the figures, except to say that from January 1930, taking the 
first column, that is the B. C. Mills begin with $19.65 and finish 
in December at $15.03, 31st January $15.94, close of December 
$12.75. I think it is fair to say the other columns show a cor- 

40 responding drop, is that correct? A. Yes.
Q. So there wasi a downward tendency during the whole of 

1930, and continued in 1931?
Mr. Mayers : Not quite correct. 1931 began with $22.43 and 

ended at $25.33.
Mr. Bull: The explanation of that closing Cameron price
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in December of 1931 1 understand is that there was a greater pro- 
portion of sales of what are known as clears. A. Yes.

Q. ig, this not correct, that the general usual average is one- 
third clears, and two-thirds common 1 A. Roughly, normal pro- 
duction.

Q gome months your demand for clears is a great deal 
more than other months 1 A. That is so.

Q. In which event your average selling price would be 
greater ? A. Well, our average selling price during the months 
Of August, September and October 1930, we were negotiating 10 
with D. W. Gardiner & Sons of Gait, Ontario, for an order for 
their door stock material. For some years we could not get an 
order, and in the meantime we had been accumulating in our 
pond all the high grade logs for this business, when it arose. We 
were continually doing this in our logging business to take care 
of our cross; arms. We rushed these through the mills in Novem 
ber or December, which gives that higher price.

Q. Your sales statement of 1931 shows that during Decem 
ber your proportion of uppers was $47.85, as against the general 
average of about two-thirds common and one-third clear. A. 20 
We also purchased during the later part of the year over a mil 
lion feet to supplement our own production for cross arms;, which 
cost us $30.00.

Q. Now you spoke to my learned friend about three items, 
depreciation, bank interest and insurance — There cannot be any 
doubt about it that if you were operating the Cameron Mill and 
it had not been destroyed by fire, and you were operating to pro 
duce these by-products and the sale of power, and the mill was 
running generally, you would have to pay that amount of insur 
ance premiums Mr. Campbell spoke of. A. Yes. 30

Q. And likewise bank interest? Except for those things 
that had nothing to do with this Cameron operation ? A. Yes.

Q. Have you those figures ? A. No.
Q. You don't know what was paid on loans other than the 

Cameron Lumber? A. No, I have not got that.
Q. These subsidiary companies consist of Cameron Broth 

ers, Timber Company Limited, National Cross Arms Company, 
and Victoria Model Home Builders. Is that correct 1? A. Yes, 
all part.

Q. All part of the one operation? A. Yes. 40
Q. So why should you draw any distinction in the interest 

paid on these accountsi of loan paid by the principal company? 
(Exhibit 13). A. It is part of the same.

Q. What was it you mentioned of depreciation explaining 
you had written off a large sum ? A. I know the plant is writ 
ten down very low, somewhere about eighty thousand dollars.
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Q. You said it had been depreciated to where it was not RECORD 
wise to continue I A. Well, I understand there is some Govern- j ê ment regulation—there— supreme coun

Q. Do you seriously mean that you have not written off Columbia 
any more because of some Government regulation'? A. No—I .—— 
just mentioned that that was given consideration. case *

Q. I want to speak about this item on sheet 2 of your partic- A ^ Miuer 
ulars, under the heading of Handling Lumber, which you fix at QOSS- 
$1.00 per thousand, and you are satisfied in your own mind that Examination 

10 this is a very small sum. It is quite enough, I presume, you did Jun<L8 ] 932 
not err in that direction? A, I have handled quite a lot, 1 don't (Cont d ' 
think anybody would take exception to the rates, 1 cannot imagine 
anything less.

Q. You did not figure it out 1? A. No, it is a figure I 
arrived at in my estimation of what it cost.

Q. It covers taking the lumber from the scow, transporting 
to the dry kiln? A. That only goes; to our re-manufacture and 
mill.

Q. Consists of taking the timbers off the scow and taking 
20 it into the re-sawing table? A. Yes.

Q. And taken off the scow by train and carried on a Boss 
carrier? A. Yesi.

The Court: What form are they when they come out of the 
scow? A. They are stood on the scow in cants and slabs and 
brought in large size.

Q. Then you take them from the scow to the re-saw. A. 
Yes.

Mr. Bull: What quantity would the scow contain? A. It 
varies from 60 to 80 thousand feet.

30 Q. How long would it take to unload it ? A. Two or three 
days. The stuff was in cants in such a way that the bark and 
slabs were on them, and we were continuously pulling them up and 
never kept them in the sling.

Q. I suppose in operating your Cameron Mill there would 
be some instances of transporting your rough timbers to the re- 
sawing plant? A. That would just be a transfer, we would not 
use the Ross carrier.

Q. Taken in by conveyers? A. Yes.
Q. Then you are also putting forward under the heading 

40 of excess cost the additional cost of running the planing mill. 
That was timed to run at partial capacity, was it ? A. Yes.

Q. But I take it you were running it at full capacity on 
account of the agreement you made to curtail production?" A. 
In 1930 we had this agreement.

Q. You were not running at capacity, the Wilfert mill? 
A. 44 hours a week.
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Q. Not running capacity? A. Yes.
ty. I am going to put these figures to you: You began in 

March, did you not? A. Yes.
Q. And in 1931, beginning at March at the Wilf ert Mill you 

cut in March 643,000 feet. In April 1,317,000 feet. In May, 1,- 
061,000 feet. In June 1,112,000 feet. In July 881,000 feet. In 
August 965,000 feet. In September 1,337,600 feet. In October 
1,019,600 feet. In November 931,470 feet. In December 191,260 
feet. So apparently the mill was capable of cutting at least 1,- 
376,000 feet 1 A. Well, that production, as you probably know 10 
as well as I do, varies on the kind of logs you are producing. The 
kind of material you are cutting into, and also in August we had a 
breakdown.

Q. July ? A. Holidays in July. All this goes into produc 
tion of sawmill, and in August we had a breakdown.

Q. December only 191,260? A. We finished on the 18th.
Q. In 18 days you cut 191,000 feet? A. I cannot recall 

this—that is the actual production of the mill, no doubt taken 
from our records. If you have logs cutting 1,000 feet to the log 
you get better production than those that cut five or six hundred 20 
to the log. We were cutting our Spruce cants at various times.

Q. Now you said on the question of the sale of wood, you 
no doubt would have sold your output in 1931, because there were 
very few mills operating? A. The Canadian Puget Sound was 
shut.

Q. You said very few mills operating ? A. What I had re 
ference to was the fact that the Canadian Puget Sound Mill was 
shut down which supplies a lot of wood in Victoria. It is a bigger 
mill than ours, they were installing machinery.

Q. Presumably they shut down because they could not make 39 
any money? A. I don't know.

Q. Is not that obvious ? A. Well, there were a lot of mills 
running in 1931.

Q. No other mills closed down that you know of in this vi 
cinity ? A. I think there were various mills closed down on the 
Arm. The Sidney Mills had been running.

Q. These had overhead fixed charges? A. Yes.
Q. And apparently thought it would be money in pocket? 

A. I think there are a number of mills operating.
Q. Do you know the proportion of mills closed down in the 40 

last two years? A. I don't know.
Q. You know that a great many are operating at perhaps 

one-third of their capacity ? A. There are mills operating under 
certain conditions, but could not make millions at the present 
market. If they have contracts for a term of a year or $0 they 
can probably operate.
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Q. It is a well known fact that unfortunately the lumber RECORD
industry is in a very sad state, and has been during the last two /7^
or three years in British Columbia? A. Yes, due to mass pro- Supreme Courti i- of British 
dUCtlOn. Columbia

Q. With regard to clearing of the site, you mentioned that .— 
Mr. (Jrombie told you you had better stop until further instruc- £^ s 
tions. Did not that arise in this way ? They were adjusting the A^ Miller 
physical losses, and the adjustment waiting for production of QOSS- 
your last appraisal, which you could not produce for some two Examination 

10 weeks. A. 1 don't recall any appraisal, I don't recall any re- Junes, 1932 
ference to that at all, in any shape or form. (Cont d)

Q. You agree that the appraisal book would be necessary 
in adjusting the physical loss? A. Yes.

Q. I understand there was Siome delay in producing that 
book ? And you were asked not to go on until that physical loss 
was adjusted? A. I don't know about that.

Q. Do you know, as sales manager, the result of your opera 
tions for the year 1930 ? A. Oh, yes, in a general way.

Q. You were quite aware then that the last five months in
20 1930, that taking into consideration any depreciation and taking

your inventories at an arbitrary value of $15.00, the Company did
not earn its overhead, or any part of it? A. You ask if I am
aware of that?

Q. Yea. A. No, I am not.
Q. Do you know what your loss was for the last five months 

—$25,000, some odd dollars ? A. Yes, I heard the figures.
Q. No doubt your books; show that your overhead amounts 

to about $3,000 a month? A, Yes.
Q. So your overhead for this five months would be $15,000? 

30 A. Yes.
Q. Just one matter with regard to this planing mill again. 

In 1931 you were cutting large cants for re-saw were you not? 
Which you did not do in 1930 ? A. 1931—

Q. That would put up the planing mill's; cost? A. That 
has nothing whatever to do with the planing mill costs.

RE-EXAMINATION IN CHIEF BY MB. MAYERS: A. w. Miller
Q. You were asked the general question about depreciation Examination 

in the lumber industry. What is the nature of the Cameron Lum 
ber Company's business ? A. Well, it has never at any time been 

40 quite a normal, what would be called an ordinary lumber, manu 
facturing lumber operation. We have a sawmill, a cross-arm 
plant, a box factory, as well as the ordinary planing mill facili 
ties, which are used in the manufacture of lumber. We have for 
a great number of years had a contract with the Northern Electric



76

RECORD

In the
Supreme Court 
of British 
Columbia

Plaintiffs 
Case
A. W. Miller 
Re-direct 
Examination 
JuneS, 1932 

(Cont'd)
10

20

Company for the sale of cross-arms to them throughout Canada. 
We carry large consignment stocks of this material at various 
points; throughout the Dominion, as a matter of fact some eleven 
points, for despatch to a territory surrounding those points. Odd 
sizes, three and a half, four and a half, various other sizes of 
that nature, both kiln dried and air dried, and the prices which 
we obtain for that are not in any way the normal prices asi com 
pared with ordinary lumber. We have a contract for powder 
boxes, for the Canadian Industries Limited, at James Island, for 
the supply of powder boxes for the year, on which the contract 
price is made the beginning of the year, and maintained through 
out the year. This; stock is also manufactured and produced from 
time to time as we see fit, and carried in stock. There are a cer 
tain amount of costs in connection with the handling and manu 
facture of this material, which do not apply to what may be call 
ed a general lumber producing mill in the export or ordinary way 
of shipment. We have contracts for manufactured door stops, 
completed to the point of being ready to put into the machine to 
make the style, cut to lengths and machined so that all a fellow 
has to do is just to put it on his; sander after that. We get special 
prices and it costs us more. Our local condition in the local mar 
ket is a satisfactory condition, the prices we have secured and the 
business we have been able to do have at times run as high as a 
million feet a month. We must carry these stocks at our yards for 
the purpose of taking care of that business. Right now we would 
not dispose of our stock at the yard for rail prices. We are sell 
ing at a good price locally. We have never disposed of our stock 
under pressure of financial conditions or anything of that nature, 
and as a matter of fact the fact that the company has continued to 
carry along and do its business over so many years, shows that it 30 
must have a very satisfactory policy of operation.

Mr. Mayers: Will you recall the instance where you had 
a sudden demand for cross-arms in Alberta ? A. Well, only re 
cently we had an order. They had a very severe storm in the 
Province of Alberta blowing down some miles of lines and poles, 
and they demanded ten thousand of these cross-arms. Well, we 
carried these arms, they all appear in our June prices, which will 
be quite high for this reason, that the material has been carried 
on our accounts at $15.00, and we could not possibly supply this 
sort of order unless we could carry that stock.

Q. There is a question I should have asked you in chief: 
What was the capacity of the Cameron mill? A. Approximate 
ly 140,000 feet per day.

(Witness stands aside).

40
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CLYDE WALTON— Cross-examined by Mr. Bull. RECORD
Q. To what extent is your mill operating now ? A. At the 

present time ?
Q. Yes I A. We are running four days a week.
Q. How many hours a day 1 A. Eight hours.
Q. Eight hours. A. Eight hours a day and four days a 

week.
Q. How long have you been running in that limited way! 

A. Since about the 1st of January, I will say some tune in the 
10 latter part of January or 1st of February.

Q. And during 1931 to what extent were you operating? 
A. We operated two shifts, eight hours until the 1st of July; 
after that one shift.

Q. And the full capacity of your mill would be how many 
shifts of how many hours each ? A. Two shifts of eight hours.

Q. And I suppose the reason for cutting down in the work 
ing hours is due to the condition of the market 1 A. Very large 
ly, yes, sir.

Q. I presume that it is a question nowadays of whether it 
20 is not cheaper to close down entirely or operate in a limited way "2 

A. Yes, that about says it.
Q. If you closed down entirely there is the question which 

you always have to consider, of throwing a lot of unemployed out 
— adding to the unemployed ? A. Well, that has had something 
to do with it; but we have gone far enough now, it is not much 
of a question any more.

JOSEPH THEODORE TAYLOR— aworn, testified; Examined J.T.Taylor
in chief by Mr. Mayers : ^irec^ .J J Examination
Q. Your full name, Mr. Taylor? A. Joseph Theodore 

30 Taylor.
Q. Where do you live? A. In Victoria, sir.
Q. What is your occupation? A. Lumber accountant.
Q. How long have you practiced that profession? A. 

About seventeen years.
Q. What mills have you worked for? A. I was with the 

Genoa Bay Lumber Company for three years ; the Sidney Lumber 
Company for about ten ; and I have been with the Canadian Puget 
Sound Lumber Company here for four years.

Q. The Genoa Bay Lumber Company also belongs to the 
40 Camerons, does it not? A. Well, as far as my recollection is 

they had an interest in it.
Q. Yes. I want you to tell me what has been your practice 

with regard to placing a value in the inventories. A. Ever since
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September 1930? A. Yes.
They have not operated their sawmill since then! A.

I have been in the lumber business the lumber inventory has al 
ways been taken at a fixed value; the same value at the end as at 
the beginning of the period.

Q. Yes. And have you any regard as to the relative size of 
the price that you put on the inventory and the market price 1? 
A. No. It has been, really no difference has been made while 
I have been in the business. The price has been kept fixed right 
along, irrespective of any market price.

Q. And that is the case with the three mills that you have 
mentioned, is it? A. Yes.

CROSS-EXAMINED BY MR. BULL:
Q. Are you still in the employ of the Puget Sound Lumber 

Company ? A. Yes.
Q. They have closed down? A. Yes.
Q. For how long? A. Since they closed down?
Q. Yes ? A. The full mill operations closed in September 

1930.
Q.
Q. 

No, sir.
Q.
Q.

manager.
Q. But you know, don't you? A. No, sir.
Q. Has no one ever told you? A. No, sir.
Q. Well, as accountant what do you say about it? A. I 

don't say.
Q. You ought to know whether they would have made any 

money if they had continued operating. A. No, sir, I don't 
know.

Q. Well, did they make any money before they closed down 1 
A. I presume they have made money.

Q. But you are the accountant, you are surely qualified to 
speak about that. At the time they closed down in September, 
1930, they were not making any money, were they ? A. Well in 
1930 operations they didn't make any money then.

Q. They lost money then 1 A. Yes.
Q. A considerable sum ? A. I do not have, surely, to bring- 

the Puget Sound's affairs into this!
Q. Oh, yesi, I think so; if you know7—and you are the ac 

countant. If you don't know of course you can say so. A. I can 
only say what I presume is common knowledge, that they lost 
money on their operations during 1930.

Why? 
Aren't

A. I don't know, sir. 
you the accountant there?

10

20
A. I am not the

30

40
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Q. They were not making their overhead? A. I couldn't RECORD
Say. In the

Q. Do you know ? A. I would have to define the overhead, Supreme couni ^ ,,J t of Britishand also refresh my memory. Columbia
Q. You haven't the information now? A. No, sir. .—
Q. That would enable you to answer that question ? A. No. £~ s
Q. Although you are the accountant ? A. Yes, sir. j T Taylor
Q. And you were the accountant at the time they closed Cross- 

down I A. Yes. Examination 
10 Q. And you made up the accounts for the year 1930 ? A. June 8> l^2 

Yes. (Cont>d)
Q. And still you say you are not prepared to say whether 

they made their overhead? A. No.
Q. Now you have spoken about your practice as regards in 

ventories!. That practice was part of the internal management of 
the Company, wasn't it, for the information of the directors and 
shareholders? A. And for the purposes of Governmental re 
turns.

Q. Income tax purposes? A. Yes; for all purposes. 
20 Q. Did you ever make up a statement for the Bank, of the 

Company ? A. Yes*
Q. What did you do about pricing your inventories for the 

information of the Bank ? A. That is some time ago; and as a 
rule those values were left to the Sales Manager at the time.

Q. Well, you know as a matter of fact, Mr. Taylor, do you 
not, that if you were obtaining credit from a bank for your Com 
pany, that the bank would not be content with inventories fixed at 
an arbitrary value? A. No.

Q. Isn't that correct? A. That is correct.
30 Q. They would ask to have those inventories fixed at the 

cost of production, or the market price, whichever was lower? 
A. Yes.

Q. And the purpose of that is in order that the bank can as 
certain whether the Company was cutting at a profit or not ? A. 
Yes—not necessarily, if it was running at a profit or not, but 
that information as; a rule the bank requires.

Q. For information as to the true position of the company ? 
A. It might be for information as to the true value of the se 
curity.

40 Q. Exactly. And in point of fact you could not tell whether 
the Company was making money or losing money over a given 
period if you fixed your inventories at an arbitraiy value? A. 
I should say, yes, that the fixed value is better than a fluctuating 
value.

Q. Surely that is; not right, if you are dealing with a limited 
period of time. I see what you mean over a period of years. It
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makes no difference to the shareholders. But if an outsider is 
interested and wants to know whether you are making money 
over a six months' period, an arbitrary valuation would not be of 
any assistance, would it? A. Well, as far as I know, the arbi 
trary valuation would be taken—would be usually taken then.

Q. But sure, you are an accountant, you can follow what I 
mean ? A. Yes.

Q. You could not ascertain your profit over a six months 
period unless you knew what your stock in trade cost you to pro 
duce? A. You would need of course to take a different valua- 10 
tion both at the beginning and at the end of the period ?

Q. Yea; you would take your opening valuation at the cost 
of production, and your closing valuation at the cost of produc 
tion or the market value, whichever is lower. A. Yes.

Q. And in that way you would get the true position? A. 
Possibly.

(Witness stands aside).

DONALD OFFICER CAMERON, sworn, testified: Examined 
in chief by Mr. Mayers:
Q. Your full name, please? A. Donald Officer Cameron. 20
Q. Do you live in Victoria ? A. Yes, sir.
Q. What is your position with the Cameron Lumber Com 

pany Limited? A. I am Vice-President.
Q. How long have you filled that position? A. Two or 

three years.
Q. How long have you been connected with the Company? 

A. 26 years.
Q. You were in the Company at the time of the fire in 1917, 

were you? A. Yes, sir.
Q. You remember how long it took to rebuild on that oc- 30 

casion, do you? A. Yes, sir.
Q. How long was that ? A. It was the year of 1918 we cut; 

we began at the Xmas holidays, or possibly a little before, pulling 
down and carrying out old machinery, and we finished some time 
in October; I cannot give you the exact date of that, but we cut 
four million feet in the year.

Q. As compared with what? A. As compared with what 
we afterwards produced, of 2,600,000 a month after we got into 
production. We hadn't got it into production. In January we 
cut 1,600,000 feet; in February about 1,700,000; and it wasn't till 40 
June that we could get the 2,600,000 feet.

Q. Due to what ? A. Due to corrections., and changes, and 
things that we thought needed to be done.
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Q. So that it really took you how long before you got into RECORD 
the same position as before the fire? A. I would say it took ~^j,e 
us at least fourteen—rebuilding the sawmill—the sawmill didn't SupremeCOM 
burn, you know—I would say that it took us about fourteen c^'mbi* 
months before we got back into normal production. —-

Q. What was it that burnt on that occasion? A. Our £^ 
planer mill. rj>. o.

Q. Now, this fire on the 25th of February 1931, you remem- Cameron 
ber that, do you ? A. Yes, sir. Direct 

10 Q. How long after the fire was it before you started cleaning Examination 
up the site? A. We started about the 12th; on the 12th I think 
was* the correct date.

Q. 12th of what? A. Of March. We started on the 4th, 
but we were stopped by the insurance adjuster. And we then went 
to work, took Mr. Heaney's trucks, and acetylene welding torches 
from the B. C. Welding Company, and our own, and we went to 
work cutting shafting, and sawing the timbers out and moving 
the debris off the ground.

Q. How long was it before you got finished with that? A. 
20 I think it was the 24th or 25th of April I wrote to Mr. Brown 

that he could come over and prepare to lay out the .ground, and 
get plans out for a new mill. But I want to say in that connec 
tion, Mr. Mayers, that the ground is not cleared yet, there is still 
work to do.

Q. There is still work to do? A. Yes.
Q. Had you lost any time between the 12th of March and 

the 27th of April? A. We did not.
Q. How long did you estimate it would take you to complete 

the clearing ? A. I would say that it would take us, without the 
30 City would let us burn the stuff up that was there, I would say it 

would take us practically another two weeks.
Q. Did you employ an architect to prepare plans ? A. Yes, 

sir.
Q. When did he start work? A. He started work on the 

27th or 28th day of April, I couldn't give you—
Q. How long did he take for his plans? A. Well, of 

course I don't know how long he would take, but naturally an 
architect could come in and draw his plans quicker than—they 
are my plans, I have got something I think to say about them, I 

40 am paying for them—and naturally we make some changes as 
that goes along. But he got a plan out that we figured that was 
suitable for us, in the major part, so that we could go ahead and 
clear the machines that we had to buy; and I would say that he 
was a month on those plans, practically a month on measuring his 
ground out and getting his plan.
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Q. There is also the question of the material that you re 
quired, is there not ? A. Yes, sir. Mr. Brown gave us a list of 
them, of what we wanted, and what we advised him. Of course 
when Mr. Brown came oil our job he didn't know anything about 
the character of our lumber business. And a mill that is suitable 
for Mr. Farris at Great Central Sawmills, or a mill suitable for 
another party, would not be suitable for the kind of business that 
we had; consequently Mr. Brown had to become acquainted with 
that through his conversation with Mr. Miller, my brother, J. O. 
Cameron, and myself, and my planer foreman, and my people 10 
around there that could tell him what business we wanted to do.

Q. Well, now, assuming that the mill had been re-built, 
what period of time do you estimate would be required for cor 
recting mechanical defects and getting the mechanical adjust 
ments necessary ? A. From my experience of our own property 
and building our planing mill, and building our saw-mill, re-build 
ing it, also we built the Genoa Bay, I don't believe it is possible in 
any mill for an architect and the workman to put in new shafts, 
new drives, new conveyors, and build the building and equipment 
that goes with it, and have it run until you can get into production, 20 
and the normal production in sixty days.

Q. That is sixty days after it is handed over to you? A. 
Yes, sir.

Q. You have, of course, considered the form of the claim 
that we have put forward with regard to the possible profits in 
1931? A. Yes, sir.

Q. And you heard what Mr. Miller said about it this morn 
ing ? A. Yes.

Q. Will you say anything that occurs to you in regard to 
it, bearing in mind Mr. Bull's criticisms'? A. Well, of course, 30 
I figure that the proof of our actual operation is a fixed definite 
thing. I believe that we can show a statement where our old mill 
could have done better than we did at the Wilf ert Mill. We had 
many advantages at our mill that we did not have at the Wilfert 
mill. You take at the Wilfert Mill—we took on there four or 
five million feet of Cathell's & Sorenson's logs at a high price, 
that took us five months to cut, while in our own mill we would 
have cut them in less than two months. In other words, we would 
have had the sale of that lumber during our operation at higher 
prices, as the price was going down, and we would have also had 40 
cheaper logs in two months, instead of the six or seven months as 
it worked out.

Q. Yes. Just pause there for a moment, will you. You 
notice this statement, Exhibit 12, the comparison of lumber prices. 
You notice that the prices you were getting in March and April 
were $22.01 and $21.60? A. Yes, sir.
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Q. Were those the months that you could have cut and got 
rid of Cathell's & Sorenson's logs? A. Yes, sir, I figure so.

Q. Whereas in July, August and September the prices had 
fallen to $15.97, and $15.21, and $13.26? A. Yes, sir.

Q. Were those the months that you actually had to sell them 
by reason of the Wilfert Mill? A. Well, it took us longer to 
cut them, naturally, because we could only cut a million feet. But 
I want to say in that connection, that that is like the question of 
taking your stock, I cannot stand here and tell you how much 

10 of that clear lumber we had sold and how much we had not sold. 
It is impossible. However, we could not cut those logs up—it 
took us five months there, and we could have cut it in our own mill 
in less than two months: that is the point.

Q. How did the capacities of the Wilfert Mill and your mill 
compare with one another? A. The capacity of our mill was 
practically from 3,200,000 to 3,600,000 in a month, in five days a 
week of eight hours and half a day on Saturday; the Wilfert 
Mill was 900,000—we call it 900,000 to a million.

Q. You have heard Mr. Bull asking questions about a loss 
20 made by the Canadian Puget Sound Lumber Company; what do 

you say as to that having any relevance to your possible profit 
and loss ? A. Well, it hasn 't any relevance to our operation. I 
think that our figures there that we show on our average sale 
price should be sufficient evidence as to that. Our average sale 
price over and above the average in British Columbia, Washing 
ton and Oregon, runs anywhere from between six to eleven dol 
lars a thousand higher than the average.

Q. And that is due to what reason? A. Well, it is due, I 
consider, partly to my efficient sales manager—I wouldn't em- 

30 ploy him if I didn't think so—and to the special lines of business 
that we build up over 26 years.

CROSS-EXAMINATION BY MR. BULL:
Q. Mr. Cameron, this re-construction of yours in 1917,1 sup 

pose you were not in any great hurry about that ? A. Yes, sir, *•?• °-we were. Cameron
Q. Why ? A. Because we were making money.
Q. Well, you were making money? A. Yes, sir.
Q. You presented to me when I examined you for discovery, 

a copy of your President'si report to a meeting held on March 
40 10th, 1919? A. Yes, sir.

Q. Because that report dealt with this reconstruction? A. 
Yes, sir.

Q. Now, I direct your attention to this statement at the bot 
tom of page 5. A. Yes, sir.

Cross- 
Examination
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Q. I suppose you agree that this is a correct statement ? A. 
Read it and I will see.

Q. You tendered this, didn't you? A. Yes.
Q. Made by your brother ? A. Yes; and he read it at our 

stockholders' meeting.
Q. " Before concluding I must make mention of the fact 

that on the coming in of the year of 1919 we have our new plant 
in full operation. We have sufficient orders booked to prevent 
accumulations of stocks for the time being. While prices being 
realized for the yard stock shipped out to Canadian buyers, and 10 
the retail yards in the United States as well, are too low to permit 
any profits being realized therefrom, nevertheless our orders for 
shipbuilding timbers are at prices which allow us to sell the side 
cuts at prices below the average per thousand cost of production. I 
am hopeful that before the present year is very far advanced the 
scarcity of tonnage will be relieved and then we shall not be de 
pendent on the car trade to absorb so much of our lumber." I 
direct your attention to that statement, "prices being realized for 
the yard stock shipped out to Canadian buyers and the retail 
yards in the United States as well, are too low to permit any profits 20 
being realized therefrom.'' A. My answer would be, if you take 
our statement there you will see what we made in 1917 and '18.

Q. I am referring you now to the report of the President 
of the Company. A. The President doesn't say that we don't 
make money. He states that we made money on the lumber we 
supplied to the shipyards and in local sales we made.

Q. He says the prices realized are too low to permit any 
profits to be realized. A. With the car stuffs, the shipment 1?

Q. The yard stock shipped to Canadian buyers and the re 
tail to the United States A. That may be true. 30

Q. And he expresses the hope that on shipbuilding timbers 
you might be able to make some money ? A. Yes, sir; and we did.

Q. Now, as a matter of fact this reconstruction in 1917 took 
longer than it would have taken to entirely build a new mill, didn't 
it? A. Well, I cannot follow that.

Q. Are you in a position to deny that? You have no ex 
pert knowedge of these things, have you ? A. No; but as I say, 
I have been paying for the building. But I cannot understand 
why it would take longer to put timbers under a roof than it 
would to put the whole timbers up and the roof on. The roof 40 
stayed there and is still there.

Q. In your reconstruction it was necessary to renew the 
foundation timbers, wasn't it? A. Some of the timbers were 
rotten at the foundation, and some of the posts were rotten where 
they joined on to the foundation.
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Q. And the upright framing? A. And the upright fram- RECORD 
ing, we would have put a jack under it and jack up the framing, in ,he 
and set a new post in instead of the one that was there. Supreme

Q. I am instructed that it would take probably four times Columbia 
the elapsed time to properly fit the timber than new construction 
would require. A. Well, I would have to hire that fellow to do 
work that way. D. o.

Q. You are not in a position to deny that ? A. I wouldn't Cameron
... . . Exmnation 10 Q. But you are not in a position to deny it ? A. I am in a June 8. 1932 

position to say I wouldn't employ him to do it for me. (Cont'd)
Q. It would be necessary to carry the old structure on jack 

screws while you are placing the new timber in that way? A. 
I stated that, yes, we would have to jack up to slip the post under. 
But it doesn't take any longer to do that than to fit the other post 
up, frame it and put it up.

Q. So far as the reconstruction is concerned I gather from 
what you state, while you have no expert knowledge of these mat 
ters you have to leave that for engineers and contractors, people 

20 well versed in those things, you are putting forward your opinion 
only on the experience of 1917? A. No, sir, I have had other 
experience.

Q. Your experience at the Genoa Bay? A. Yes; and na 
turally we have had construction going on around our plant all 
the time, Mr. Bull.

Q. Now, coming down to the time of the fire, you at first in 
tended to rebuild, didn 't you ? A. Yes, sir.

Q. In fact, you went down to the State of Washington and
other places and bought a complete set of machinery, electrical

30 machinery, didn't you? A. Not necessarily electrical, we did
buy some motors, a lot of motors and we bought a lot of saw
mill machinery that Mr. Brown recommended.

Q. In fact you bought everything except your head saw? 
A. Yes, sir.

Q. And you have got it now lying on your premises under 
cover? A. Yes, sir.

Q. Complete machinery for a new sawmill ? A. Yes, sir.
Q. Except the head saw; and it has been lying there since 

April or June of 1930 ? A. Yes, sir. Well, part of it may have 
40 come in later than that, I don't remember just — it took some 

time to get it shipped up here.
Q. But so far you have not made any attempt to rebuild 

your mill ? A. No, we have the plans in the drawing room over 
there ; and the machinery.

Q. And I suppose the reason is obvious, isn't it, that you
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couldn't have made any money 1- A. I don't know that it is ob 
vious; I don't know that I couldn't have made our overhead.

Q. You were not embarrassed for any lack of capital, were 
you? A. Well, we would have been very glad to have had this 
insurance money.

Q. Oh yes; of course you did get a lot of insurance money, 
though, didn't you"? A. We did, yes, we got some insurance 
money.

Q. I say if you had wanted to reconstruct after the fire you 
could have done so, so far as the financial situation is concerned ? 10 
A. Well, I think we could, yes.

Q. So that it must have been some other reason that pre 
vented you doing it; and that frankly, was the condition of the 
market ? A. Well, I am not—as I am going to state to you now, 
I don't know that so far as I am personally concerned, I don't 
know that it wasn't a good time for us to re-build; we evidently 
thought so when I was instructed to buy the machinery by the di 
rectors of the Company.

Q. That is, the advantage would be owing to the lower cost 
of construction? A. Yes. 20

Q. The disadvantage would be on account of the market? 
A. No, I don't see that the market still is not so that a man can 
not make a little in the sawmill business.

Q. You believe you could make your overhead? A. I be 
lieve we could.

Q. With proper accounting ? A. With proper accounting.
Q. You know you did not make it in the last five months of 

1930? A. No, sir, I don't.
Q. You never heard your witness say that?
The Court: Did you follow the evidence here ? A. Yes. 30
Q. Don't you know that? A. No, sir—I say I know what 

the statement shows.
Q. Don't you believe them—they are your own statements?
Mr. Mayers: He is entitled to explain.
The Court: Let him explain then, and not his Counsel. You 

heard this evidence, and I am asking you now what you have to 
say about it ? A. I state that the statement shows, for instance, 
in a month that we made a loss; during that month we may have 
had 400,000 feet of lumber come in our yard from the lumber 
company at Port Ludlow or from a lumber company at Tacorna, 40 
or from the Mayo Lumber Company, that costs us $32 or $33 as 
shown in our statement, and it was put in our stock sheet at $15— 
which would cover up a great deal of that loss. And it is a fact, 
as is shown by the records in our auditor's statements. Now 110 
one, my lord, is acquainted with that situation except Mr. Miller 
or Mr. J. O. Cameron and myself. And that statement gotes out
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at the end of the month, and it shows a loss of $4,000 or $5,000 RECORD 
why I readily know that I have had that 400,000 feet of lumber /„ 
come into my yard that has cost me $32 and it is in the stock gs 
sheet at $15 and I can quickly see that I have got that profit, and Columbia 
it is not a loss. D. .— : — 

Mr. Bull: Now, Mr. Cameron, during the year of 1930 you s
had an accountant, Mr. Campbell, who had been your accountant
for some years ? A. Yes, sir. Cameron

Q. Who made monthly reports of operations, showing ex- Cross- 
10 actly what it cost to produce your lumber, what your average Examination 

sale price was, and showing whether you made a profit or loss f 
each month, didn't he? A. Yes.

Q. Every quarter you had your accounts audited by a char 
tered accountant, Mr. Grogan? A. Yes, sir.

Q. And his report was also presented to the directors 1 A. 
Yes, sir.

Q. Those reports show — and they are in evidence — that al 
though you made during the first seven months of 1930 a total of 
$18,279, in the last five months you lost all of that, plus seven 

20 thousand and some odd dollars, or a total of $25,461 ; and that re 
sult was obtained according to the usual practice of accounting 
which had been carried on for some time? A. Yes, sir. But I 
would like to explain, that you will see right through in the 
statement that during that year we bought 4,200,000 feet of lum 
ber that cost us an average of $32 a thousand, plus the cost of 
handling it in our yard, which went into our stock at $15 a thou 
sand.

Q. Where do you find that? A. It is in the statements 
there, and the fact that we bought it.

30 Q. Then I presume you agree with my idea about inven 
tories, do you? A. What?

Q. That $15 is not a proper figure to use, because it does 
not show the true position ? A. I want to say to you that I think 
that the fixed inventory value is about as good an inventory value 
as you can arrive at. That inventory value was arrived at — my 
brother made a trip to Ottawa, with our taxation department, I 
think it was in 1917 or 1918. We started out under the agree 
ment with the Government on a fixed valuation at the beginning 
or end of the period. In 1918 or '19 that was adopted. We adopt- 

40 ed in this country a uniform cost account system in the lumber 
business; and an instructor came up to Vancouver, and we sent 
over our auditing department there, and they had lessons, and 
we all based out cost on the same uniform accounting system prac 
tically since. I don't know that all have, but a great many.

Q. No, Mr. Cameron, if the result in 1930 was in any way 
effected by these high price logs that you have mentioned which
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contributed to the losses in 1930, then you were bound to make 
that up and show an unwarranted profit in the next period, were- 
n 't you ? A. Of course it works out over a period; no question 
about that. But the question of trying to arrive at a value for 
your inventory, Mr. Bull, on the actual cost of your inventory is 
practically an impossibility.

Q. Now, show me—
Mr. Mayers: Have you finished, witness? A. No, sir.
Mr. Bull: Go ahead. A. You can take, for instance, in 

our mill one day we will cut, in cutting spruce lumber, cants for 10 
manufacture into powder boxes for James Island, I can show you, 
in September, for instance, in cutting that we cut 201,000 in eight 
hours; the next day we cut of fir, and cutting into general stuff, 
dimensions or timjbers or cross arms, our cut will fall down to 
140,000 feet; cutting Jap squares, where the biggest part of them 
go right over the deck in chunks from 12 to 24 inches in diameter, 
our cut will jump up to 180,000 feet again. Now when you stick 
say 250,000 feet of that stuff into the next alley with say a million 
feet of other stuff, it is pretty hard to get at there and see what the 
actual cost of production of those two items were. We also make 20 
strawberry boxes for the strawberry growers in Gordon Head; 
that won't run throughout the year; but as the waste comes from 
our box factory, the foreman if he has nothing else to do he may 
go over there and make those boxes, make those strawberry boxes, 
make them up, and we don't sell them until the next spring, the 
next strawberry crop. Now, it is pretty hard to say just what 
the expenditure may have been on those items; we never try to 
keep it segregated; and we don't see how anybody can.

Q. Have you finished? A. Yes.
Q. I want you to show this item that you referred to, that 30 

is these high price logs in 1930. If you want the assistance of 
your accountants I wish you would have them help you. A. You 
have the average cost of logs we have on hand.

Q. You say there was some extraordinary occurrence in 1931 
in regard to high price logs you bought? A. In July 1931, Mr. 
Bull.

Q. I am referring to 1930. A. Oh, 19311 said.
Q. I think we are at cross-purposes. Now let me repeat the 

question. In 1930 although you made money for the first seven 
months, made 18,000 and some odd dollars, in the last five months 40 
of 1930 you lost all that, plus seven thousand dollars, a total of 
$25,461; that is correct? A. I say that that is correct according 
to the statement, but it is not correct according to facts.

Q. All right; point to the facts which show that that is not 
correct. A. Well, you have the statement there showing that we
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bought during that period, during the year 1930 we bought—I RECORD 
would have to refer to the statement. /« the

Q. I want to find that. A. I think we bought over four s", 
million feet of lumber, clear lumber. Columbia

Mr. Mayers: You see, Mr. Bull has entirely misunderstood .—— 
what the witness has said; Mr. Bull is talking about one thing £a^ 
and the witness another. D O.

The Court: Start over again. Cameron
Mr. Bull: Let us start over again. A. On comparing the Cross- 

10 statement for the month of December, 12 months to December Examination 
31st, 1930, if you will refer to that. (o

Q. Say that again? A. Comparing the statement for the 
year 1930 with twelve months to December 31st.

Q. Just a minute until I get that; what item are you refer 
ring to? A. I refer to an item Lumber Purchased, 4,727,972 
feet; that average cost is $31.63 it shows, included unloading it 
and putting it in our yard.

Q. Yes. Was that sold ? A. Well, some if it is not sold; 
some of it was shipped the other day to the Alberta Government, 

20 10,000 feet of cross arm.
Q. Where is that shown? A. Well, what?
Q. The balance of that lumber? A. It is not as a matter 

of fact; it is in our inventory.
Q. It was carried forward then on the 1st of March 1931? 

A. Certainly, whatever was left of it.
Q. At $15? A. At $15, yes, sir.
Q. And as you say it really cost $31? A. It cost us $31 

plus the handling charges.
Q. So that that illustrates the point that I have been trying 

30 to demonstrate in the last two days, that the $15 valuation bears 
no relation whatever to the actual cost of the material ? A. Cer 
tainly it don't.

Q. So that your opening inventory on March 1st, 1931, at 
$15 is entirely wrong, so far as it includes any portion of that 
lumber purchased at $31? A. Well, certainly that is what we 
thought it was worth that or we would not have paid that for it.

Q. Therefore your opening inventory is incorrect? A. I 
wouldn't say it was incorrect from a bookkeeping standpoint.

Q. For internal purposes it is quite all right, but on the 
40 other hand it is quite wrong in showing the true picture? A. 

Well, I wasn't running my books for a lawsuit when this was 
made, I was running it as a business, proposition, and to be per 
fectly safe in our figures.

Q. You were keeping your books in order that the directors 
might be informed of the true position of affairs ? A. True po 
sition of affairs, in a conservative manner.
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Q. And that is why these monthly statements were produc 
ed to you ? A. Yes.

Q. And rightly or wrongly they showed you on the red the 
last five months to the extent of $25,000 1 A. I explained to you, 
sir.

Q. That is a fact. And the overhead for the five months 
would be about $15,000? A. About $15,000; that is what we 
figure.

Q. And in compiling those statements and arriving at those 
results, no allowance whatever was made for depreciation? A. 10 
No, sir.

Q. Depreciation is pail of the operating costs, part of the 
cost of production ? A. I can answer that, I would like to an 
swer that, my lord; the present day value of our property at the 
date of this fire, was around $490^000; it was standing on our 
books at possibly something like eighty odd thousand dollars; we 
had depreciated our property to an extent that we thought we 
had depreciated it far too much. And to show that we had, when 
we re-built that property in 1918, Mr. Rice re-built it, the capacity 
of that mill was 2,600,000 feet of lumber at one operation of six 20 
days a week, ten hours. The capacity of it in 1930 before the fire 
was 3,400 or 3,600 thousand feet per month for operation of five 
days a week of eight hours per day and four hours on Saturday. 
So that I don't think that depreciation was right.

Q. Your answer is that you had depreciated it so much in 
the past you need not do it any more? A. I think that is cor 
rect.

Q. Then you should reduce your previous depreciations and 
spread it over all years. A. Well, I am not—I don't know what 
is going to become of that question or situation; I don't know. 30

Q. I suppose that you agree that that is more a matter for 
an expert? A. It is more of a matter for somebody. But we 
are not trying to sell stock.

Q. All you can say is, you didn't allow anything for depreci 
ation in 1930? A. No, sir.

Q. Nor did you reconstruct your inventories in that year on 
the proper basis, that is 011 the cost of production? A. I have 
told you I don't think that it can be done.

Q. Well, I suggest to you that it can be done, and that a 
statement adjusted properly as to the cost as to the value, of in- 40 
ventories, would show that you made a greater loss in 1930 than 
your own accounts show, and evidence will be given to that effect. 
A. Well, I would say it is a matter of only making figures, and 
in our business we don't know anything about it.

Q. Well, I may tell you that in making these adjustments 
your own figures have been accepted. A. Yes.
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Q. Now, there is another point I want to touch on. Have RECORD 
you got there your inventory comparison, on December 1st, 1930, inthe 
a comparison with 1929 ? A. The operating statement you want ? s

Q. This is headed Inventory comparison with December Columbia 
31sit, 1929. A. No, I don't seem to have that. .——

Q. On page 25—have you got page 25 there 1? A. Yes, I ^ 
have got it here. D. O.

Q. There is something at the foot there, excess of estimated Cameron 
values over book valuation 1929 $61,022.26; excess of estimated Cross- 

10 values over book valuation 1930 $10,161.64. A. Yes. Examination
Q. Decrease in hidden reserve $50,860.62; less hidden re- 

serve in Northern Electric cross-arms $11,455.20; leaving De 
crease in hidden reserve during year $39,405.42. A. Yes, sir.

Q. Is that correct 1 A. Yes.
Q. So that is this not correct, in the year 1930 in addition to 

the loss shown in your monthly statements your hidden reserve 
decreased to the extent of $39,405.42, as shown by your books? 
A. I may say in reply to that, the hidden reserve in the Northern 
Electric cross-arm contract consisted of 140,000 pieces of 10-foot 

20 cross-arms, three and a half by four and a half inches, ten feet 
long. Now, that takes about 14 feet to each cross arm. We sold 
those cross arms at $45 or $47, I cannot remember which, a thou 
sand feet. We received 80 per cent of that money for the cross 
arm stock after we had piled it up in our yard; which left us in 
the yard in that $17 per thousand if we shipped it out. This figure 
of $11,000 here is simply a bookkeeping figure. Because when you 
figure on the fact that when we shipped out that lumber it would 
be say a million and a half that it will not cost us to exceed $4.50 
to ship it, which will leave more in the hidden reserve than that 

30 shows. But those figures were put in there, and they are con 
servative.

Q. Have you finished now 1 A. Yes, sir.
Q. I want you to get away from the cross-arms, because we 

are giving you credit for it. The decrease in your hidden re 
serve 50,862.62, less the hidden reserve in the Northern Electric 
cross-arms of 11,455.20. A. Yes, sir.

Q. So if you explain the cross-arms then I put it to you 
that during 1930 in addition to the loss shown on that monthly 
statement, you lost a further 50,860.62 ? A. Evidently. 

40 Q. Both decreases in the hidden reserve? A. Evidently 
Mr. Miller had priced the stock different to what it had been pric 
ed, and estimated that, yes, sir.

Q. That is correct, then? A. Yes, sir.
Q. In addition to those other losses you lost that? A. 

Those figures, I don't know how he made them.



92

RECORD

In the
Supreme Court 
of British 
Columbia

Plaintiff's 
Case 
D. O. 
Cameron 
Cross-
Exami nation 
June 8, 1932 

(Cont'd)

Q. Well, the figures are there, and speak for themselves, 
don't they? A. Yes.

Q. You did say something about average prices ? A. Yes, 
sir.

Q. In comparing the Wilfert Mill operation to that of your 
own mill you pointed to the prices of March and April of 22.01 
and 21.60 respectively; are those the two itemst you referred to ? 
A. Let me see that.

Q. Give the witness a copy of that comparative statement; 
are those the two items you refer to (indicating) ? A. Well, it 10 
applies to any of the months of May, June and July.

Q. But you refer particularly to March and April of 1931 "I 
A. Yes.

Q. And I think what you said was: that if you had your own 
mill then during that month when you got these higher prices 
you would have had a greater production ? A. Yes.

Q. I am instructed that these figures are wrong, 22.01, and 
21.60; I might as well have them corrected. Well, I think I will 
deal with that with another witness. I think those figures are 
correct, Mr. Cameron, except they do not represent the average 20 
production; the average production would be lower. A. Well, 
Mr. Bull, I cannot say, neither can I say definitely that we would 
have sold that lumber in the month if we had cut it; I could not 
come on the stand here to swear if we had cut those logs we would 
have cut every foot of them. All I can say is that over a period of 
years we would have our stock. In other words, we had ten mil 
lion feet of lumber out there in the yard in the beginning of 1931, 
if I run the Wilfert mill and sold the lumber I cut out of the 
Wilfert mill and did not sell the lumber I had in the yard—I 
didn't have to sell it—I could only sell what I produced, and I 30 
could hold that as long as I wanted—which we do sometimes.

Q. In other words, you gamble on the market? A. It is 
not a question of gamble, we consider it business.

Q. For instance if you had held until the present time the 
lumber you cut in the early part of 1930— A. I have got the 
yard full of it.

Q. You may have made money on it? A. I have made 
some money on some of it.

Q. Prices are considerably lower here? A. Not what I 
am selling, I am selling some locally here, because it is dry lum- 40 
ber, and people want that kind of lumber to build with.

Q. I suppose, Mr. Cameron, the prices in this statement 
Exhibit 12 had been each month in the proportion of uppers 
and lowers which you sell? A. It depends on the specialty 
which we sell. It depends on our sales of cross-arms, it depends
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on our sales of door stock, it depends on our sales of powder box 
stuff that we manufacture and get a good price for.

Q. Ordinarily the proportions are one-third of clears to 
two-thirds of commons? A. Well, considering that would con 
tinue according to the amount of lumber we bought on the side; 
what we, bought and brought into our own mill. You take it now, 
I would say that our sales of clears would average more than a 
third now, because we are buying all of our lumber and naturally 
we don't buy anything but clears.

10 Q. Yes, but when you are cutting up logs, I am referring 
to the proportions as being about one-third and two-thirds. A. 
That would be the average cut, I would say. But where we buy 
so much lumber and bring it in, and all of it clear, I would imagine 
ours run over a third; I don't know that.

Q. That is a different matter; that is buying lumber you may 
buy higher grade and get more clears? A. Yes. But we can 
not separate that from our business.

RE-EXAMINED BY MR. MAYERS: D- °-
Cameron

Q. One question I should have asked in chief. You remem- Re-direct 
20 ber hearing the discussion with Mr. Miller regarding the handling Examination 

of the Wilfert Mill lumber to your mill, handling it from the dock 
to your resawing? A. Yes.

Q. What have you to say as to that charge? A. Well, 
from my experience I think it is a very reasonable amount. You 
take the fact of us unloading these cants off the scow, which con 
sisted of six'by eight or five by ten, you have to have a crane man, 
you have to have two sling men on the scow, and one sling man on 
the dock. And you could not unload it all, because our capacity 
at our re-saw was limited; we couldn't go ahead, running two re- 

30 saws as we were. It would come down on the table of the re- 
saws, and come back on the run around we call it; and we had 
these four men unload it and put it on the carrier, the carrier 
would haul it from there, and two men there to take it out and 
throw it off on another chain. Now it is generally understood 
that it costs 50 cents a thousand to handle lumber in milling. And 
we figure that that was very reasonable for the handling that we 
had to make there.

(Witness) stands aside).

LEO Q-ROQ-AN—sworn, testifies: Examined in chief by Mr. 
40 Mayers:

Q. Your full name, please?
Q. You live in Victoria ? A.
Q. What is your profession ?

A. Leo Grogan. 
I do. 
A. Chartered accountant.

L. Grogan
Direct
Examination
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Q. How long have you practiced that profession? A. I 
have practiced the profession for 12 or 13 years.

Q. In Victoria? A. Yes.
Q. And you are also an auditor, are you ? A. Yes, sir.
Q. And you are the auditor for the Cameron Lumber Com 

pany ? A. Yes.
Q. How long have you filled that position ? A. For eleven 

years.
Q. I want you first to discuss from the accountant's point 

of view this question of the proiper value to be placed on inven- 10 
tories. A. As far as inventories in the lumber business is con 
cerned, it seems to be the most business-like, the most practical 
way to handle lumber inventories, so as to take care of your in 
creases in lumber inventories and your decreases. It does not 
matter whether you are preparing information for your share 
holders or for the Bank, or for the Income Tax, or for the Regis 
trar of Companies; and in my opinion the fairest way to do it is 
to have a fixed inventory, provided of course there is some logic 
to it. Your fixed inventory should not exceed the realizable 
price for your lumber. 20

Q. You have framed the claim that we have put forward in 
this action, have you not ? A. I think the idea was mine origin 
ally, to present the claim in that way.

Q. What do you say as to the various criticisms that you 
have heard about it from Mr. Bull, for instance, the omission of 
depreciation and bank interest and insurance, and things of that 
kind ? A. Well, in drawing out that claim it seemed to be most 
logical to eliminate as much guess-work or estimation or probabil 
ity as possible. If there was any tangible figure on which the 
Company could proceed, I thought it was far better to take a con- 30 
crete example of what had happened, than to calculate or esti 
mate, as to what would have happened, when there are so many 
factors that enter into a calculation of that nature, that neither 
the Plaintiff nor the defendant can prove. That seemed to be 
the most logical way to do it. Here was a case where it was known 
what had been accomplished; as far as can possibly be known. 
There is a certain amount of estimating in connection with the 
revenue from by-products; but I think there that the evidence is 
that the revenue from by-products would have been much about 
the same in 1931 as it was in 1930. But as to what the cost of pro- 49 
duction in 1931 would have been or as to what the selling price in 
1931 would have been, it is an extremely difficult matter to esti 
mate.

Q. You heard Mr. Miller's suggestion that the omission of 
depreciation, bank interest and the insurance, was justified in 
view of the fact that they were not claiming any profit on their
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main operation. What have you to say about that, from an ac- RECORD 
countancy standpoint 1 A. Well, as I said just now, Mr. Mayers, intbe 
in answer to your previous question, the claim was based 011 ac- Supreme COM,. . ^_ ^ -1 i- v\ • i i • of Britishtualities. Now, no, or practically no interest expense was experi- Columbia 
enced in 1931 after the time of the fire. With regard to deprecia- plain̂ s 
tion, well, we all know that depreciation is an expense in doing c^ l 
business, but it is possible to have allowed so much depreciation L. Grogan 
in prior charges that you are presenting a distorted picture of the Direct 
value, the real value of your plant, in this case. The plant was Examination 

10 carried on the books at $125,000 at the time of the fire, and the ap- June 8 > l?^ 
praised value was $499,000; and I should think that the plant (Contd> 
was good for quite a few more years to come yet.

Q. That is all.
Mr. Bull: My Lord, one part of the cross-examination of 

this witness I would rather like to leave until the morning.
The Court: You would rather adjourn; it is all right with 

me; we cannot finish this week anyway.
(Court here adjourned until 10:30 a.iru, June 10, 1932). 

(COURT RESUMED PURSUANT TO ADJOURNMENT).
20

CROSS-EXAMINATION BY MR. BULL: L.GroganCross- 
Q. Mr. Grogan, I understand you to say that you have been Examination

carrying on the practice of accountancy for ten or twelve years. June 10,1932 
A. About.

Q. How long have you been a chartered accountant? A. 
Three years.

Q. Prior to that you were what I might call an ordinary 
accountant, is that right ? A. Yes, sir.

Q. And it was your idea that the claim in this action as set
out in the particulars of the statement of claim should be put f or-

3Q ward in the way it was done 1 A. Yes, I think it was my idea.
Q. No claim, however was put in to the insurance company 

under these particular policies until some months after the fire; 
that is a detailed one ? A. No, I suppose it would be around a- 
bout August the claim was put in.

Q. I think September. A. I couldn't say; but some time 
about that time.

Q. You are familiar with the terms of the policy, you were 
after the firel A. Yes, I have read it several times.

Q. And you are aware, I suppose, or you were aware, that 
40 if there was anything payable under these policies it would be 

payable immediately after the fire, in respect of the period in the 
future ?
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Mr. Mayers : Isn 't that a question of law, my lord ?
The Court : I should think so, the construction of the docu-

Case
L. Grogan Cross- 
Examinarion

Mr. Bull : There is no point there, my lord. This witness 
said in direct examination —

^n® Court : Show him the policy, perhaps he will agree with 
you, if it is simple.

Q. You might take that (handed to witness) ; you are in- 
sured against fixed charges.

Mr. Mayers. Would this really be of any assistance? Be- 10 
cause it would be eventually a matter for your lordship.

The Court : I do not like to stop the cross-examination.
Mr. Bull I have not really got to the point yet.
The Court : No, I cannot quite rule for the moment.
Q. You stated in your direct examination that you put for 

ward the claim as you do, based on actual operations at the Wil- 
fert Mill, because otherwise you would have to make an estimate 
of what might have happened in the future ? A. That is right.

Q. I draw this to your attention, that under the policy the 
losses would be payable immediately after the fire, based on past 20 
experience and the 'probabilities of the future. A. Well, there 
is a contract in the policy which I see says that due consideration 
must be given to the experience prior to the 'fire, and the probable 
experience after.

Q. That is what I 'mean. You know you were entitled im 
mediately the fire came, to put forward your claim for use and 
occupancy, having in mind those two factors, the previous experi 
ence and probabilities of the future ? A. Yes.

Q. Now, in that event, if you had put your claim in im 
mediately, you would have had to put it in on the basis of past 30 
experience and the probabilities of ' the future ? A. Yes, we 
would have had to carry that in here.

Q. That is the only point I was getting. In other words, 
supposing you had not gone on with the Wilf ert operations at all, 
you would then have had to , estimate what would have happened 
during the period of suspension? A. Yes.

Q. However, you have put the claim in as set ; out in para 
graph 6 of the Statement of Claim ; and you were here and heard 
the cross-examination of Campbell? A. Yes.

Q. You were the auditor of the Company during the rele- 40 
vant period ? A. Yes.

Q. And made a quarterly audit of the books ? A. Yes.
Q. And made quarterly statements of account to the direc 

tors' ? A. Yes.
Q. Also an annual statement? A. Yes.
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Q. Now, I directed Mr. Campbell's attention first to the RECORD 
opening inventory; which is fixed at as of March 1st, $234,549.34, /„ tbe 
based on an arbitrary value of $15 per thousand, and I asked him sottfter ™s£-our 
to figure out what that inventory would amount to on the basis of Columbia 
actual cost of $19? A. Yes. „. .—

Q. And he agreed with my figure of $278,514.73; do you ™™ 
agree with that ? A. With the mathematical calculation on the L. Grogan 
basis of $19 multiplied by the number of feet, will give that sum Cross-
of money, yes. Examination

10 Q. Do you also agree that the cost of production, according 
to the records of the Company, in January and February of 1931, 
was $19, within a cent? A. Oh, could I look—in January and 
February 1931?

Q. Yes; that is what Mr. Campbell put it; in February it 
was 19.01, and the average of January and February was 18.99. 
A. Those figures are taken from the financial statement of the 
Company, are they?

Q. Yes? A. Where it says cost of lumber produced?
Q. Total cost of manufacturing? A. Oh, total cost of 

20 manufacturing. Do you mind repeating what your question was ?
Q. Do you agree that the cost for February 1931 was 19.01, 

and the average for January and February 18.99 ? A. The cost 
of lumber produced in those months ?

Q. Well, it is under the heading of total cost of manufactur 
ing, including logs. This appears in the operating statement of 
February, 1931; and the figure is 19.01? A. Yes. I think in 
order to answer your question clearly I should explain that where 
that says cost of lumber manufactured, it is not strictly correct to 
say that that is the cost of the lumber that was actually manu- 

30 factured in that month; because that contains items of expense in 
connection with lumber purchased.

Q. You better have this before you, I think (handed wit 
ness). There is the statement which you audited, did you not, for 
the month of February, 1931 ? A. Yes.

Q. It gives the feet board measure? A. The feet board 
measure. I have another set of this.

Q. Will you just get it before you. You say it does not 
cover the lumber purchased, because that is under another heading 
lower down. A. It does not cover the lumber purchased, but it 

40 covers the expenses that have been incurred in connection with 
that, handling and moving around the yard, and otherwise dispos 
ing of lumber purchased. So that it is really a misnomer, my lord, 
to call it the cost of manufacturing lumber during that month.

Q. The total shown under the head of Lumber including 
logs, manufacturing expenses, insurance, and all these things, is 
shown at 19.01, isn't it? A. Oh, yes.
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RECORD The Court: Witness, so that you will understand, are you
linhe looking at something different from Mr. Bull ? A. No.

Supreme Court Mr. Bull: It is under the third column. A. Yes.
Columbia The Court: You are looking at the same thing? A. Exactly

.—rr the same thing.
Pjamuff s ]y-r -g^. ^^ fj,^ ^oes gjjQ^ according to the records, the
L. Grogan total manufacturing costs including logs, at 19.01 ? A. Yes. 
Cross- Q. Well then, you agree that the average in January and 
Examination February was 18.99; that is also shown in the second to the last 
June 10,1933 column on the same page ? A. Yes; bearing in mind the explan- 10 

(Contd) ation I gave, that it includes other expenses.
Q. Do you also agree that the average over the four months 

ending in February 1931 was $20.34 ? A. Yes, that was the figure 
I think you examined Mr. Campbell on.

Q. Yes, very good. Also, on the same page, the total, value 
of lumber sold in February was $20.40, and the average for the 
two months was 20.70 ?

The Court: The total value, you mean the selling price ?
Mr. Bull: The total cost, I mean. The total cost—that is my 

mistake. 20
The Court: For what?
Mr. Bull: For lumber sold in February.
The Court: Total cost of making the lumber which was sold 

in February?
Mr. Bull: The total cost of lumber sold, including the manu 

facturing and purchasing, putting them all together. It is includ 
ing the manufactured and the purchased commodities. You see 
it would be higher, is that correct ?

The Court: For what month, again ?
Mr. Bull: For February. A. Yes; I understand what it 30 

means, Mr. Bull.
Q. What is the amount ? A. You have mentioned 20.40 as 

being the value of the lumber sold.
Q. No, the cost of lumber sold. A. No, no.
Q- You say that is not correct ? A. No, not the cost of the 

lumber sold.
Q. If you say it is not correct, we will leave that. Then the 

same relevant figure for the two months was 20.70 ? A. Yes.
Q. So that I suggest to you that even on the basis that you 

put forward this claim, Mr. Grogan, that the opening inventory 40 
on March 1st, 1931, should be $278,514.73. A. Is that the feetage 
multiplied by $19 ?

Q. Yes. A. No, that is not correct, Mr. Bull. No, that is 
not.

Q. Why do you say that? A. Because I think the figures 
you have there are the four months' production for—you have
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December 1930 and January and February 1931—are they not? RECORD
Q. Yes. A. You have there about nine million feet ? /„ tbe
Q. 10,991,000 odd. A. But the feetage produced in those supreme court 

four months was approximately—wait, I think I have a copy of Columbia 
your figures. —

Q. They are not exactly the same, what you produced in £™e S 
those four months was slightly less 1 A. Yes, in that month we L Groean 
produced 9,163,000. Cross-

Q. Yes. A. You asked me the value if that should be $19 ? Examination 
10 Q. No, I didn't ask you that at all; I asked you to verify J«ne 10-1933 

the figures $278,514.73. A. That is not the value of the inventory (Contd > 
at the 1st of March.

Q. Why not ? A. Because I think your basis of calculation 
is wrong there. It seems to imply that the lumber that was manu 
factured in those last four months was that lumber that was in 
the yard?

Q. No, not at all; I am putting it to you all in your favour, 
by accepting the figure of $19, which was the figure we figured 
according to your records. If I go back over the four months, we 

20 find the average was $20.34. A. Yes.
Q. So what I am putting to you is this, should not the open 

ing inventory have been based at a price of at least $19, instead of 
$15 ? A. It all depends what lumber was in that inventory.

Q. Surely it does not, Mr. Grogan. If, as you say, the $15 
was an arbitrary figure. Now, I am trying to get at the proper 
value of the opening inventory. Should it not have been at least 
$19 ? A. It is extremely hard to say, when you cannot identify 
the lumber. It it were a retail store, where you had single articles 
and purchase price, and cost price could be identified, it would not 

30 present the same difficulty that you have now here.
The Court: But what is right? A. I presume it would be 

somewhere between fifteen and nineteen.
Q. Don't presume—because this is your case. If 19 is not 

right, what is right 1 A. It is extremely hard to answer definitely.
Q. But you are asking for a verdict; you have to prove 

your case; tell us what is right, if 19 is not.
Mr. Mayers: May I submit, my lord, that we stand on our 

$15.
Mr. Bull: Let the witness say that. 

40 The Court: If you do, that is another proposition.
Mr. Mayers: Certainly. I want to be very clear on that.
Mr. Bull: Is that right, that you stand on your $15 ? A. On 

a figure very close to it.
Q. But you put it forward $15? A. Yes.
Q. And you admit that is an arbitrary value? A. Yes.
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Q, Now, I ask you to get at the true value of the cost of pro- 
cluction, which your records show was at least 19.67; isn't that
correct § A. YeS.

Q- Then if you are putting it on the basis of the excess of 
production, it must be at least $19 — that it all I am asking you. 
A. I am sorry I cannot agree.

Q- You cannot agree, why? A. Because, as I said just 
now, that I don't think it is possible to identify in the yard the 
cost of any lumber that is there.

Q. ]y/[ri (3-rogan, you have identified the cost of production 10 
over an average of the stuff that was in your yard, in your books, 
by taking it at $19 in one month, and higher amounts in preced 
ing months ? A. Yes.

Q. Now, where is the difficulty? A. Because a lot of that 
lumber has been sold and the lumber that is in the yard at the 
time of the inventory may not be that lumber that was manufac 
tured at this particular price that you have in question.

Q. All right. Do you agree with Mr. Campbell that if any 
of that lumber which was there on March 1st, 1931, was there prior 
to the four months period, it would have cost even more to pro- 20 
duce? A. In general I would say yes.

Q. Yes. Now, you agree, then, with Mr. Campbell, that 
the further you go back the higher the cost of production ? A. I 
think so.

Q. Yes. Well, where is your difficulty in agreeing that the 
inventory must have been worth, that is on the basis of the cost 
of production, at least $19 1 A. I think we would come back to 
where we were before, if you are taking an inventory and can 
identify the costs there of certain items of lumber, of whatever 
physical lumber is there, your work is simple, but this is the whole 30 
difficulty about the lumber inventory valuation, it is so difficult 
to identify the time of manufacture of any lumber piles that you 
are taking stock of.

Q. I fail to see your difficulty, Mr. Grogan, if, as you have 
agreed, $19 was the lowest cost of production over a period ex 
tending back from February 1931. I am taking the smallest 
figure ; I am asking you if the cost of production was not at least 
$19 per thousand? A. I think I agree to that, that the cost of 
production — with that qualification I made about the expenses 
that are contained therein, you see. 40

Q. As far as I can gather from you, if anything it might be 
more than that. Now, just go on down your statement. You 
have not allowed for depreciation ? A. No.

Q. And you agree with Mr. Campbell as to what that would 
be based on, the 1929 depreciation $24,320, that is ten-twelfths of 
the figure for 1929 ? A. Do you want me to agree to that ?
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Q. Do you agree with Mr. Campbell'? A. Oh, I think I RECORD 
said in my direct examination yesterday that I thought that would /„ ,he 
be excessive—at least I would like to say that now, that any allow- Supreme Court 
ance at $24,000 for that year would be quite excessive depreciation. Columbia

Q. I am asking you to agree that these figures are correct 
on the basis of 1929. A. Yes. Case

Q. Now, I deal with the closing inventory, which consists of L. Grogan 
8,615,034 feet; do you put in at the same arbitrary figure for Cross- 
that, $15? A. At the end of 1931, yes. 

10 Q. I suggest to you that that also should have been valued at (Cont'd) the cost of production, or the market value, whichever happened 
to be lower. What do you say about that? A. I think you get 
a truer result if you take your inventory consistently, the opening 
one and closing one at the same price.

Q. On the assumption you should take it on the basis I 
suggested, do you agree with Mr. Campbell, that if the Cameron 
Lumber Company had continued operation, and there had been no 
fire, the cost of production would have been less than it was before 
the fire ? A. I don't know what he said, but my own opinion is it 

20 would have been.
Q. I will tell you what he said. He said the logging cost 

would have been reduced 10.20, labour with the ten percent reduc 
tion only would be 3.33, supplies 1.39, insurance .50, accident in 
surance .14, general administration 1.00, a total of 16.56. A. Yes.

Q. You agree with that? A. No, I don't agree with his 
identical figures there, I have my own opinion as to what would 
have been but—

Q. Do you agree with this that instead of one cut of ten 
percent in labour there were two cuts ? A. I think in the year 

30 1931 there were two.
Q. Two cuts of ten percent? A. Labour cuts.
Q. So that that would make the figures even lower than 

15.56 ? A. Yes, he only reckoned one.
Q. But putting it, however, at 16.56, the closing inventory 

would have been $170,544.47. I want to present you a statement 
here, and ask you to go over it with me, on the basis that I am 
putting the case, and tell me if you object to any of those figures 
(handed to witness). I think in the first column the opening 
inventory is the only change. Perhaps you better have a copy of 

40 the particulars.
The Court: Is this something we have not seen before ?
Mr. Bull: Yes, my lord, I am going to put it in.
The Court: May I have a copy of this ?
Mr. Bull: We have one, my lord (handed to Court). Now, 

you have got that before you? A. Yes.
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RECORD Q. And you see at the top that I corrected the inventory, to
^he show the opening inventory at 278,514; and the only other altera-

Supreme Court tion there in the first column of figures I think is the 24,320. Per-
cduMa haps I better go over the whole items. Purchases 126,529.88;

— that is the same as your particulars ? A. May I step down and
cie Set them (doing so).
L. Grogan Q- Does that compare with your— A. Purchases 126,529.88, 
Cross- yes, quite.
Examination Q. Wages are the same ? A. Right.
June 10,1933 Q. Scowing, towing and wharfage the same? A. Right. 10 

(Com d) Q Taxes and licenses—that is divided into two, but the re 
sult is the same isn't it? A. We can leave that item for the 
time being.

Q. I would rather clear it up now. 
The Court: You can easily total them up. 
Q. You see your figure was 11,478.08, and we split that 

into two figures, of Taxes and Licenses 3,117.37 ? A. Right.
Q. And insurance 8,360.71. That totals the same, doesn 't it ? 

A. I cannot find the insurance item.
Q. Well, that is down at the foot, you see, the last column 20 

in our statement. But the result is the same; oh, we have added 
insurance, yes. It is included in the insurance. A. That is that 
item of thirteen thousand?

Q. Yes. A. We will come to that later on. 
Q. Yes. Accident insurance 1,877.37? A. Right. 
Q. Repairs $26,895.74? A. All right. 
Q. Power 12,229.13? A. Right.
Q. General manufacturing expenses 2,900—that is split up 

your figure is 3,214.79? A. You have 2,900.
Q. Yes, and 314 went to general office expenses. Do you 30 

follow that ? A. Oh, that office expense item down below, of 5,- 
227.74, it is included in there eventually?

Q. Yes, included there. A. That is 314.79 included down 
below—all right.

Q. Then we have got depreciation of 24,320.10? A. Yes. 
Q. Which you have not got? A. No. 
Q. Now, the next thing, closing inventory on the basis of 

16.56 is 170,544.47. A. Yes, I see that.
Q. Leaving the total cost of your goods at 375,854.14. A. 

Yes. 40
Q. Then you deduct the sales, on which we agree, of 309- 

190.37—do you follow that? A. Yes.
Q. Less cross-arms—I am not going to deal with the cross- 

arms for the moment, I will come back to that. Deducting your 
total sales from your total cost leaves a loss of 68,733.86. A. Yes, 
I follow that,
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Q. Now then, for the purposes of a demonstration only, we RECORD 
deduct from that loss what you say are the excessive costs at the itt ,he 
Wilfert mill of 22,216.72. A. Yes. s»prtm»Co»Tt

Q. Thus leaving the loss at 46,517.14? A. Yes. cK&*
Q. Then we give you credit, also for the purpose of demon- .—— 

stration, for the by-products that you have manufactured, and Q"" 
power—you follow that—34,327.04. L. Grogan

The Court: You include power there, do you*? Cross- 
Mr. Bull: Oh, yes. Examination 

10 The Court: You don't mention it. June 10,1933
Mr. Bull: Well, additional claimed, that includes power; (Contd) 

32,930.20. A. I follow that.
Q. Leaving you in the red 12,190.10? A. Yes.
Q. But you had selling expenses—which are the same figures 

I believe that you have ? A. Right.
Q. Of 16,380.82. A. Pardon me, I will just check those, 

Mr Bull; this brings us down to the item of office expenses, $5,- 
227.74?

Q. Yes. A. No, I have an analysis of that, just to check 
20 back on your page 1.

Q. Your office expenses 3,624.26? A. Yes.
Q. 359.68 postage? A. Yes.
Q. Telephone and telegraph 929.01. A. Right.
Q. 314.70 of miscellaneous, you have that ? A. Yes, I had 

that. I have reconciled the office expense.
Q. You have reconciled that? A. Yes.
Q. Then you add on insurance 13,330, interest—your figure 

being 8,360.71— A. Yes, this insurance is based on—
Q. Ten months? A. Yes, on what it probably would have 

30 been.
Q. 13,330? A. Yes.
Q. Interest 10,333—also based on what it probably would 

have been ? A, Ten-twelfths of $13,000.
Q. Yes. A. It seems high, but I need not mention—
Q. It is bank and debenture interest. A. Oh, yes.
Q. And administration 13,559.71. A. That is the same as 

my figure.
Q. Now, that shows, on the basis of those figures, a total 

loss for the period of ten months ending December 31st, 1931, of 
40 66,293.63, doesn't it? A. Yes.

Q. Of that 24,320.10 is depreciation? A. Yes.
Q. So that apart altogether from depreciation there is a 

total loss of $42,000 for the period ? A. That is according to this 
estimate.

Q. That is according to this estimate, yes. A. Yes.
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Q And d.uring the same period your overhead would have 
been $30,000? A. Yes.

Q go f^at on the basis of these figures you were about $12,-
nnn i , » • i i n A TT-000 short oi earning your overhead ? A. Yes.

Q- Then the only question is whether, these statements 
whether these figures are correct. A. The figures of mine that 
you have reproduced are correct.

Q. The only difference then — correct me if I am wrong — 
are inventories? A. Yes.

Q. Depreciation. A. Oh, well, that is quite all right in 10 
there.

Q. Depreciation. Expenses of running the Cameron mill, 
which you have not taken into account because you say it was 
not running. In the way of bank interest and insurance. Roughly 
those are the three heads. A. That is where we differ.

Q. That is where we differ, is that correct ? A. One more. 
What is that ? A. On the sales. 
Sales, yes. A. You have there, sales less discounts 309,-

Q. 
Q.

190.37. 
Q. Haven't you got that? A. But I thought yours was 20 

an estimate.
Q. No, I am taking your figures and adjusting them the way 

we say they should be, to show that even on the way you put for 
ward your claim you would not have earned that overhead. A. I 
don't think that is correct, Mr. Bull. Because you have taken the 
actual sales, and not the probable sales.

Q. I say I am taking your figures, your sales 309,190.37. A. 
Those were the actual sales.

Q. Yes ; I am taking those. A. Yes.
Q. Now, on this basis the only things shown are inventory, 39 

depreciation, and certain expenses. A. Yes.
The Court: You didn't catch his answer, I fear. I think 

that ought to be developed; he says you are suggesting that you 
should go on probable results, but that you have actually gone on 
actual results in regard to sales.

Mr. Bull : No, I am putting this forward, Mr. Grogan, not 
as a true method of arriving at the question of profit or loss, but 
as a correct way that you should have put forward your own state 
ment, erroneous as I think it is in principle. You see what I 
mean? A. Yes; I see; I practically agreed with you, with the 49 
exception of that one item — of course we differ on inventories, but 
so far as sales it seems to be logical for you to have the probable 
interest and the probable depreciation; you must consider what 
their probable life would have been.

Q. I will do that later. I am just taking your own method, 
and your own figures, and adjusting them in the way as I say they
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should be adjusted, to prove that on your own basis, then you RECORD 
would not have earned your overhead. Do you follow me? A.
Yes, I follow yOU. Supreme COM

' * of British
(The document last referred to is put in as Exhibit 17). Columbia
Q. Now, Mr. Grogan, what I want to put to you is this: Plaintiff's 

That taking any period in a business like this, in order to aseer- L*^,™ 
tain the true position you must value your inventories at cost of QOSS. 
production or market, whichever is lower? A. That is one Examination theory. June 10, 1933 

10 ($. I say that is the correct way, if you are trying to aseer- (Com'd) 
tain the true position. A. You say cost or market, by market 
do you mean selling price 1

Q. Selling price? A. I don't think it would be correct to 
take the selling price of your inventory.

Q. Well, leave out the selling price — cost, on the net cost. 
During this period was the selling price lower than production, 
according to your records l( A. [Supposing they were to sell by 
their inventory at the present time it was lower.

Q. In order to ascertain the true position you must take the 
20 inventory at cost of production or market price, whichever is 

lower? A. Yes, provided — if the market price is lower than 
cost.

Q. I put it to you as a general principle, according to proper 
accounting, that it is the only fair method. Do you agree or not ? 
A. Provided your selling price — provided the actual selling price 
— if your selling price is lower than your cost you must do it to 
be conservative.

Q. Whichever is the lower — you agree? A, Yes.
Q. Then you have not shown the true position, putting it 

30 at an arbitrary price of $15 ? A. I think it does show the true 
position of profit and loss.

Q. How can you say that ? A. Whether it is a balance 
sheet or statement of profit and loss, it is a picture you try to draw 
to show the state of the /business at that time, according to the 
records.

Q. Now I want to refer you to one or two standard works on 
accounting. You know the work of Smaile & Walker, "Account 
ing Principles and Practice ?" A. Yes.

Q. As a matter of fact that is one of the works recommended 
40 by the Dominion Association of Chartered Accountants, for the 

use of Students? A. Yes, I think so.
Q. It is therefore a work of authority? A. Yes, it should 

be.
Q. Now referring to — I don't know whether there are any 

different editions of this or not — at page 72 — see whether you
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RECORD agree with this—under the heading of "Adjusting Entries neces- 
ittthe sary before preparing revenue statements and balance sheets": 

Supreme Court '' Since merchandise purchases for the year, added to any in- 
Cofumbia ventory on hand at the beginning of the year, represents the total 

.— cost of all goods available for sale during the year, it is impossible 
Plaintiff s to ^termine the cost of goods sold without first considering the 
L.aGrogan cos^ °f a^ goods unsold at the end of the year. This necessitates 
Cross- stock-taking which involves the counting, measuring or weighing 
Examination of all goods on the shelves, and in the warehouse of the firm or 
June 10,1933 company. These goods must then be valued at cost or market, JQ 

(Cont'd) whichever is the lower." Do you agree with that? A. Abso 
lutely.

Q. Now there is another work—Montgomery—you have 
heard of an author on this subject in England—Mr. Dixie, he is 
an authority? A. He is Mr. Dixie.

Q. This is Montgomery on "Auditing, Theory and Prac 
tice," edited by Mr. Dixie! A. I think I know the work. 

Q. Page 104, under the heading of Inventories: 
"Raw Materials, and Stock Purchased to be Resold in the 

same Form: Under this caption should be included only stocks 20 
of goods owned and under the control of the owner. Stocks are 
often hypothecated, and if this is the case, the fact should be 
stated on the face of the balance sheet.

"The basis of value should be cost or market, whichever is the 
lower. If purchases have been made on a falling market, it is 
not conservative to place a higher value on an inventory item than 
the price at which the same thing can be duplicated in the open 
market. It deceives the banker, creditor, and stockholder, who 
have a right to believe that the values stated are real values as of 
the date of the balance sheet. 30

"It may seem inconsistent to advocate a somewhat different 
principle when purchases have been made on a rising market and 
where the goods cannot be duplicated, except at a higher price. 
In this case, however, the conservative course is to carry the items 
at cost and thus do away with the objectionable practice of antici 
pating a profit.

'' In this connection raw materials are dealt with as being the 
first stage of a manufacturing process. If bought and sold without 
alteration in form, there is some merit in the contention that the 
difference between cost and market is a loss or gain properly 40 
applicable to the period preceding the closing of the books, but 
the fact, nevertheless, remains that the goods in the inventory 
have not been sold and no profit has been earned. The safest 
rule is the 'better one to follow, and this is unquestionably cost or 
market, whichever is the lower. If the market is higher than cost, 
and cost is used; it is quite in order to indicate this fact (if it is
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important) in a footnote on the balance sheet, and no criticism RECORD 
will follow, whereas bankers are never pleased to learn that an /T/^, 
inventory has been marked up and a profit taken is not yet Supreme Court 
realized." Do you agree with that? A. Yes. Columbia 

Q. Castenholz, "Auditing Procedure?" A. I think I know .—-4.1, ui Plaintiffsthe book, yes. Case
Q. It is a work of authority, I presume—I draw your atten- L Grogan 

tion to page 24, "Audit of Balance Sheet Accounts"—gives the Cross- rules for inventories: Examination
10 "Government Rules for Inventories—The rules for checking J111^1 

and verifying inventories have been so well formulated by the ' o 
Federal Reserve Board of the United States Government in their 
bulletin entitled 'Uniform Accounting' as to warrant their in 
clusion in full herewith":—What would the purpose of that be— 
the Federal Reserve, United States Government, that is in connec 
tion with the Federal Reserve Bank ? A. No, the Federal Reserve 
Board.

Q. There is a Federal Reserve Bank in the United States? 
A. Yes.

20 Q. The Federal Reserve Board apparently acts in conjunc 
tion with the Federal Reserve Bank 1 A. I don't know that, but 
I won't dispute it.

Q. Page 27, this one of the rules(14): "It may be found 
that inventories are valued at the average prices of raw materials 
and supplies on hand at the end of the period. In such cases the 
averages should be compared with the latest invoices in order to 
verify the fact that they are not in excess of the latest prices, 
and also the trade papers, when market prices are used, to see 
that they are not in excess of market values." Do you agree with

30 that? A. Yes.
Q. (13) is really the one I meant to read in conjunction with 

that; "The auditor should satisfy himself that inventories are 
stated at cost or market prices, whichever are the lower at the 
date of the balance sheet. No inventory must be passed which 
has been marked up to market prices and a profit assumed that is 
not and may never be realized. If the market is higher than 
cost, it is permissible to state that fact in a footnote on the balance 
sheet." A. That is right.

Q. Now, Mr. Grogan you realized, did you riot, that at the
40 end of 1930, that your practice of fixing these inventories at an 

arbitrary value was not showing the true position, and you there 
fore made an adjustment, did you not? A. On the lumber in 
ventory.

Q. You made an adjustment for the private information of 
the directors of the company, which was not included in your 
public statement ? A. I don't think I did, no.
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(Cont'd)

Q. Did you make the inventory comparison at the end of 
1930, the inventory comparison on December 31st, 1929—Have 
you got it there at page 25—December 31st, 1930—this is Exhibit 
8, page 25 ? A. Yes, I have it.

Q. That is your statement, is it? A. No, no, this is one 
compiled by Mr. Lome Campbell. The information contained in 
that is condensed in the statement I made, but I did not actually 
compile it.

Q. You knew about it?—That decrease in hidden reserve? 
A. The foot-note on page 25, it was not included in the annual 1° 
statement of the Company for 1930.

Q. It would go to the Government? A. Oh no, that was 
not on that.

Q. In other words, this was for the private information of 
the directors and not for interest charges and it was an inventory 
comparison of 1929? A. Yes.

Q. And we find this estimated value over book value for 
1929 $61,901.22—Does that mean that at the end of 1929 the ac 
tual value of your inventory was $61,000 odd more than stated 
on your books I A. The realizable market value. 20

Q. So therefore in 1929 you had a secret reserve of $61,000 ? 
A. I would not call it a secret reserve; we had an estimated 
realizable value for this $15, was the sum of $61,000.

Q. Then the next line over book valuation, 1930, $10,161.64 ? 
A. That is right.

Q. Decrease, 1929, $50,860.62? A. Yes.
Q. So the reserve had dropped by $50,000? A. That is 

right.
Q. In other words, there was a loss in 1930 of $50,000, not 

shown in the books of the Company ? A. No—it was not a loss, 30 
not for that. In other words that showed appreciation in the cost 
of $40,000, you could not argue it was an addition to your trade 
profit.

Q. How can you get away from it. In the beginning of 
1930, apart from your other assets on the balance sheet you had 
a secret reserve of $50,000, and that dropped in 1930, owing to 
a private adjustment of your inventory values. Surely you must 
have lost that $50,000. A. The money is not lost until the goods 
concerned are disposed of.

Q. Put it this way: According to market values, at the end 40 
of 1930 your hidden reserve had shrunk by $50,000? A. That is 
correct.

Q. And you, as the auditor of the Company, knew that ? A. 
Oh, yes.
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Q. In addition to that $50,000, just taking the ordinary ac- RECORD 
counts which you audited collectively, you showed a loss for the /„ tte 
year of $7181.44, in 1930, did you not? A. Yes. sutrnuco**f\ T • A j j.x A A • AI_ .c A °/ BritishQ. I am going to produce a statement to you—in the first Columbia 
column, that is. for the whole year, there is a loss of $7181? A. .-— 
That would be according to my statement? case"1 '*

Q. According to your own statement 1 A. Yes. L Grogan
Q. Now in addition you had certain revenue during 1930 Cross- 

which is called non-recurring revenue, of $7455.07, in the way Examination 
10 of rebates on licenses? A. Rebates on log export tax. I don't Ju°* 10 > *9 

think the entire amount of $7000 would relate to the Cameron ' m ' 
Lumber Company, but I would not disagree with that.

Q. Applying proper accounting practice, you would have to 
consider that in determining your true position? A. This was 
one of the points which came up between myself and Mr. Barrett 
Lennard in working on a statement on which we could agree. This 
$7000 was money paid back by the Provincial Government on the 
export tax on logs shipped to the United States.

Q. It is proper to call that non-recurring revenue? A. 
20 Yes.

Q. In other words, manna from heaven you would not re 
ceive every year—If you take that into consideration, your own 
loss is $14,000, according to your own book ? A. Yes.

Q. Take this period—on the 30th July, 1930, you showed a 
profit of $18,279.82? A. Yes.

Q. And the last five months of the year we find a loss of 
$25,461.27? A. Yes.

Q. So you lost the last five months all you gained in the 
first seven, plus $7,000? A. Yes. 

30 Q. In the last five months of the year? A. Yes.
Q. And that is on the basis of your inventories at the ar 

bitrary price of $15.00? A. Yes.
Q. And also on the basis of not taking into account depre 

ciation? A. That is right.
Mr. Bull: I beg to have this marked.
(EXHIBIT 18)
Q. I have a condensed statement here of the monthly profit 

and loss balance, according to your own books. Will you see if 
that is correct—in a simple form—or perhaps you might say sub- 

40 ject to looking it up? A. Yes, that is correct, yes.
The Court: Condensed statement of what?
Mr. Bull: Of the year 1930, month by month. Showing 

January profit $2,058.18; February profit $17,550.06; March loss 
$7,373.69; April profit $3,280.52; May profit $3,023.70; June loss 
$3,714.68; July profit $3,455.73; Each of the following months
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was a loss; August $2,656.11; September $890.57; October $4,986.- 
18; November $8,017.24; December $8,911.17—So, Mr. Grogan, if 
you were putting in your claim under these policies immediately 
after the fire, and taking into consideration your experience be 
fore the fire, you would have to consider the true situation prior to 
the time of the fire? A. Well, the true situation prior to the 
time of the fire.

Q. Well, including these particular losses'? A. Including 
these months and the months of January and February.

Q. Now you mention January and February, let us have 10 
them, because you made a profit in January, did you not, due to 
the sale of an unusual amount of high class material. Is that cor 
rect ? A. I would have to look up the reason.

Q. Yes, I want to get the true position right up to the time 
of the fire—have you got that?—I understand that the profit 
shown in your statement for January, 1931, was $5,085.25, is that 
correct ? A. I think something like that.

Q. Correct me if I am wrong in this statement: In Janu 
ary, 1931, the sales of uppers were 42.3 per cent of the total sales, 
as compared with a monthly average of 33.4 per cent, showing 20 
that month as an exceptional credit, due to sales of high quality 
produce,, with no corresponding reduction of inventory value. 
The upper sales amount to 983,402 at 33.97, and commons, 1,341,- 
462, at 13.96—is that correct. I put this to you, applying averages 
—what is the usual average ? A. One-thirds and two-thirds.

Q. Applying average the sales would have been 776,498 up 
pers, and 1,548,346 commons I A, I would have to check that.

Q. Perhaps we can prove these figures; assuming that for 
a moment the reduction of selling values would be 4,442.03, would 
you disagree with that ? A. I would have to check your figures. 30 
The average selling price was higher, from 23.42 to 20.64.

Q. I will undertake to prove these. That will reduce your 
profit for that month to $943.22 ? A. Yes, if that is correct.

Q. Something further—in that month you received a rebate 
from Cameron Brothers Timber Company on logs cut in January, 
but purchased the previous month, of $1864.56, is that correct? 
A. Yes.

Q. Loss of $931.34? A. Yes.
Q. Have you also in that month applied the proportion of 

depreciation which figures ? A. Yes, in 1929 it would be $2,432,- 40 
01, which would increase the loss to $3363.35.

Q. On the basis of these figures? A. Yes.
Q. Also there was certain work going on—I am instructed 

that it would be proper to make a charge for completion of the 
month's mill run through the planer and kilns of $1114.50? A.
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Is that acting on the assumption that everything sawn would be RECORD 
planed ? /7/£ Q. No, everything that is sawn the previous month ? A. I Supreme Courtj_ ,1 , of Britishcannot answer that. Columbia

Q. I am instructed the proportion was increased. A. —— 
Which proportion is that ? ™'entlff s

Q. The month's mill run through the planer and kiln—per- j^Grogan 
haps we can leave that for further discussion—so if these figures Cross- 
are correct, that would leave a loss in the month of January of Examination 

10 $4477.85? A. Yes, if these figures are correct. June 10,1933
Q. What about February—What was your position the end ^ ' 

of February? A. You mean the loss for the month—$646.63.
Q. Now also in that month you received a rebate from the 

Cameron Timber Company on logs purchased in the prior month 
of $1527.33? A. Yes.

Q. Would it be proper to take that into consideration ? A. 
That is not why it was taken, as you get the true position.

Q. I am instructed that that did not belong to the month; 
that rebate covered logs cut in February, but purchased in prior 

20 months ? A. Purchased in prior months, yes, but cut in Febru 
ary, that is why the rebate is included in the months during which 
the logs were cut.

Q. Should that not be otherwise, goes back to the time they 
were purchased? A. The idea was not to distort the month's 
operations too much by putting in rebate. It seemed to me rea 
sonable to put that rebate through in the month the logs were cut 
up.

Q. I am instructed according to proper accounting that 
should have gone back to the months the logs were purchased. 

30 You have expressed your opinion about that as an accountant, on 
the basis that it is a non-recurring revenue—What did you say ? 
A. Well, I just differ with that opinion in this case—it gives 
a better picture to put these rebates during the month the logs are 
cut up—gives the truer picture.

Q. Then if you apply depreciation for the month on the 
same basis it would be $2432.01 ? A. Yes.

Q. And also a charge for the completion of the month's mill 
run, the same item, we considered about that.—January, $735.68 ? 
A. Well, as I told you just now, I cannot understand what is 

40 meant by that completion of the mill run.
Q. That would make total loss at these figures of $351.45? 

A. Yes.
Q. In order to be quite fair about this, we also give you a 

credit for that month in the way of reduction. Sales of uppers 
were 28.5 per cent, but total sales on a low monthly average of 
33.4 per cent, showing that month had exceptional output due to
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RECORD sales of a quarter less than average without any corresponding
;7^ increase in inventories. Upper sales about 774,285 ft. odd. 33.73

Supreme court Commons 1,344,696 ft. odd, 13.44. Complete average for Sales
cofi'mtia would be 108,156 ft of uppers at $33.04, and 1810.75 commons—

.— the increase in selling price would be $2160.81—In other words,
Piamtiffs ^ ^g meant to find the true position for a period of one month?
L. Grogan A. ^es—one month's statement in the lumber business is not a
Cross- true position.
Examination Q. You must take a period of a few months? A. You 
June 10,1933 must take more than one. 10 

(Comd) Q Your adjustment of this decrease illustrates that? A. 
Yes, I think it is correct.

Q. You think that would be quite fair—so in presenting a 
statement from these policies, to present the true pictures, you 
would have to go back a period of more than one month before 
the fire? A. Oh, yes.

Q. To show previous experience? A. Yes. 
Q. What would that period be ? A. Would depend on ex 

isting factors.
Q. Such as trend of prices, cost of production? A. Yes. 20 
Q. But you knew the true position at the time of the fire, 

according to your own books? A. What we thought was the 
true position.

Q. And you were aware of the general trend of prices ? A. 
Well, personally I was not, but I could have obtained them.

Q. By your knowledge of the books ? A. Well yes, I could 
have ascertained them from various sources.

Q. No doubt that was the subject of discussion in the office, 
was it not ? A. I would not hear that.

Q. You have learned since that the trend was downwards 30 
the whole of 1930, as shown by that statement—Have you got that ? 
—It is here, and speaks for itself—I am asking if you are aware 
Exhibit 12—as a general thing the trend was downwards? A. 
You are starting from 1930 ?

Q. Yes, down to the end of 1930 ? A. It starts to go up a 
little bit there at the end of Deceniber—whose figures are you 
looking at?

Mr. Bull: I was looking at the first column of B. C. Mills 
(Exhibit 13)—1275? A. Yes.

Q. There is a corresponding downward trend in all other 40 
columns, excepting in the Cameron Lumber Company, December 
1931 was $2573, which is out of all proportion to preceding 
months 1 A. Certainly, much higher.

Q. Due to the extraordinary number of uppers that was 
sold ? A. I would have to look that up.
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Q. My recollection is that Mr. Campbell agreed with that— RECORD 
that is probably so? A. Quite likely. inthe

Q. So in making up your statement at the time of the fire Supreme COM 
in the way I suggested it should have been, you would have to Columbia 
look into the future and take into consideration that downward .—— 
trend in prices, and not your own figure of downward trend of c 1̂"tl s 
lumber ? A. That is what I should have done ? L Grogan

Q. This tune last year, at the time of the fire you don't ad- QOSS- 
mit vou should have done 1 A. Oh, yes, we were trying to do it. Examination 

10 Q. That would be possible? A. I know both Mr. Barrett June io,i933 
Lennard and myself were trying this time last year to look into * * ) 
the future. We were working on possibilities and probabilities.

Q. You had all the necessary factors before you, starting 
with the mill production? A. Yes.

Q. Cost of logs? A. Yes,
Q. Cost of labour? A. Yes.
Q. The other things that go into it—cost of administration 

—you had all these things? A. Yes.
Q. The average quantities sold for a period before the fire, 

20 which you might have applied to a future period ? A. Yes.
Q. All these things? A. Yes.
Q. Where was the difficulty in working out a claim basis 

on these policies ? A. You mean at this time last year ?
Q. Well, at the time of the fire? A. Well, Mr. Barrett 

Lennard, I understand, was instructed by Mr. Crombie to look 
into the amounts of the Cameron Lumber Company and with my 
collaboration he was to make his report, and that is what we 
started to do. We worked together for a considerable time, and 
we got to a certain point where we could not agree. 

30 Q. But Mr. Barrett Lennard was not employed for the pur 
pose of making out the claim for you? A. Oh no.

Q. I am asking you if you, on behalf of the Cameron Com 
pany, could not have made a claim along the lines I suggest was 
a proper one? A. I could have made one.

Q. Have you ever tried to make one ? A. Oh yes.
Q. What was the result, have you got it here ? A. Of the 

claim I tried to make out?
Q. Yes, based on past experience and possibilities of the 

future? A. I don't think I have one with me, but it was pre- 
40 pared, I should think, last August.

Q. I am speaking now of a period at the time of the fire when 
you had looked into the future? A. Well I don't think any 
claim was made out prior to the month of June.

Q. Well did you not think about that, Mr. Grogan, and come 
to the conclusion that you could not have demonstrated the earn 
ing of the overhead during the period of suspension ? A. I did
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RECORD not come to that conclusion, but I was doubtful over items that
liuike would enter into that time.

Supreme Court Q. What was your doubtful items ? A. We did not know 
Columbia what the volume of business would be—what the wage cuts would

.— be.
Plaintiff's Q you knew there was a period of 10 per cent cut? A. 
L. Grogan Yes, but we were trying to figure out, in the words of the policy, 
Cross- what would have happened had there been no fire. That is what 
Examination we were trying to do, and I feel sure Mr. Barrett Lennard and 
June 10,1933 I did our best on this line. 10 

(Contd) Q ^y. anv ra^e yQU (jeci,je(^ to put forward a claim based 
on the lumber mill operations! A. That is the way the claim 
finally came in.

Q. And showed a loss of $51,000, which you had accounted 
for? A. Yes, that was the loss.

Q. So you accounted for all machinery that you were carry 
ing at the Cameron Mill to the extent that you were selling power 
and by-products? A. Yes.

Q. And you took from that imaginary running of the Cam 
eron Mill all those nice things, the sale of power and by-products, 20 
and in doing that you cut down your loss on the Wilfert Mill ? A. 
The lumber mill operations refers more particularly to the saw 
ing in the Wilfert Mill, which was doing what might have been 
done by the Cameron Company.

Q. In order to get rid of that loss, for the purpose of de 
monstration, you took the good things from an imaginary running 
of the Cameron Mill, the sale of by-products and power? A. 
Yes.

Q. And you also took into account what you say was the ex 
cess cost of sawing from lumber at the Wilfert Mill? A. Yes« 30

Q. But you did not take into account all the bad things you 
would have encountered had you operated in the Cameron Mill? 
A. We did not take depreciation.

Q. Your mill would have depreciated with running ? A. I 
presume so.

Q. You did not take into consideration the bank interest 
you would have had to pay ? A. No.

Q. And you would have had to pay in 1931, had the mill 
continued to run? A. We did not know the amount.

Q. Would you have any money? A. It would have been 40 
reduced by volume of business. No necessity to carry large 
log stocks—I think there would have been bank interest to pay, 
yes.

Q. Also if your Cameron Mill had been running you would 
have continued to pay out large sums for insurance premiums? 
A. The same as the year before.
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Q. Also if the Cameron Mill had been running you would RECORD 
have—in the state of the lumber market—have lost money on /7/T# 
every foot of lumber you produced there. A. I don't think so. Supreme Court

Q. If you would not have lost, why did you not carry your Columbia 
statement a little further and make a claim in order to diminish 
your loss on the Wilfert Mill for sawing lumber? A. It brings 
out the question I believe I answered yesterday that our desire, L. Grogan 
the desire of the Cameron Lumber Company, was to take the ac- Cross- 
tual facts that had happened as far as possible in making this Examination 

10 claim, and rely as little as possible on what might have happened,
Q. Why take the possibilities of the operation of the Cam- 

eron Mill on which you have stated you made a profit on by-pro 
ducts, and not take into account the general operation of the mill, 
which is essential to produce this information. A. Because 
there is such a great element of probability in probable sales of 
lumber, had there been no fire at the mill.

Q. You knew the market prices, you have the market prices 
in the whole period of suspension. I suggest to you if you had 
figured on the production of the Cameron Mill during this sus- 

20 pension you would have lost money on every thousand feet you 
produced? A. I don't think so, as to the entire period I don't 
think they would have lost money.

Q. And I suggest to you that can be easily demonstrated by 
your own records ? A. Well, we can take the records and build 
up our statement on costs and possibilities.

Q. You have not done that ? A. Not in that claim.
Q. You have not done it at all ? A. I have at various times 

tried to figure out what might have happened.
Q. I suppose you agree that the production of by-products 

30 at the Cameron Mill and the availability of power for sale de 
pends on the capacity or actual amount of lumber produced in 
the saw mill. A. Yes, the more you are sawing it is quite pro 
bable you will get more fuel and sawT-dust available.

Q. So if you should put your by-products of fuel and power 
at the very peak, which you must have done, that will assume 
that your mill is running at full capacity? A. Yes.

Q. And having got that far, you must have had in mind 
the possibility of sales during that same period, that is the volume 
of sales 1 A. Well, I had not personally.

40 Q. NOWT, I was going to ask you about depreciation again, 
although I understand you to agree that the principle involved 
with depreciation ordinarily is one of the costs of production, you 
agree with that I A. Yes.

Q. Just the same as the wages? A. Yes, one of the ex 
penses of doing business.
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RECORD Q. And the only reason you say you have not taken into 
lathe account depreciation for 1930 is that you thought it had already 

Supreme Court been over-depreciated ? A. That was the opinion of the manage- 
Coiumbia ment and I agreed with it.

.—:— Q. Now if in previous years you had written down too much 
Case" * depreciation on the basis say of a life of twenty years, and then 
L. Grogan vou found that the life was greater than twenty years, surely the 
Cross- proper way was to go back and readjust the depreciation as writ- 
Examination ten off in previous years 1 A. Something of that nature will 
June 10,1933 have to be done. 10 

(Contd) Q should not that be done, surely each year should bear 
its proper share of depreciation ? A. Yes, it should.

Q. And it is a simple matter to adjust the measure of de 
preciation of previous years by using a surplus account, that is, 
going back over thirteen or fourteen years ? A. Yes.

Q. And putting into the credit of the surplus account any 
excess depreciation in any of those years? A. That is quite 
right, it could be done, make bookkeeping entries to that effect. 

Q. So each year, including 1930, would bear its proper de 
preciation on the new basis? A. Yes. 20

Q. I am asking if you agree with that in principle? A. 
Yes,

Q. You do—I just want to go back to the inventories for 
one moment. I don't think we are very far apart in this question 
of principle involved in this arbitrary valuation, although you 
seem to justify that? A. It seems the most satisfactory way 
of handling the lumber.

Q. Although it would not be fair if I, for instance, were 
buying an interest in the Cameron Lumber Company at any 
particular period ? A. If you were buying into the Cameron or 30 
any other lumber company, you would have to have extremely 
particular value put on the lumber you were buying.

Q. And have to adjust the true position? A. Quite likely.
Q. Also, if you were going to your banker about getting a

loan and he was doubtful, you would also have to adjust youi'
inventories? A. The banker would not mind if the inventories
were conservatively priced.

Q. If the banker wanted to know the true position at a 
certain date ? A. You would have to explain to him how the in 
ventories were made up, not necessarily on the books, but it 40 
would have to be shown to him exactly.

L. Grogan RE-EXAMINATION BY MR. MAYERS:
Examination Q- You recall this Exhibit 17, the statement presented to 

you by Mr. Bull—do you agree with the principle—if there is 
one—of that statement, exhibit 17? A. No, because I don't
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think it is correct as .far as this accounting goes, in the two main RECORD 
items especially of inventory and sales. i^be

Q. As I understood it was a concoction of actualities with 3*&™£ourt 
probabilities,,is that right? A. It is. Columbia

Q. Do you agree with that method of putting forward a .-— 
statement! A. Well, it is a hybrid statement, I don't like it ^
myself. L. Grogan

Q. About these books of accountancy; Smaile & Walker, is Re-direct 
that an English book or Canadian book? A. I don't know. Examination 

10 Q. Just look at it, will you? A. It would appear to be a Junel°> 1933 
Canadian book. (Contd>

Q. Does it refer specifically to inventories of lumber manu 
facturing plants ? A. Not in that section Mr. Bull read to me, 
I don't know whether there is a section of the book dealing with 
lumber inventories.

Q The portion read to you, does it, or does it not deal with 
the inventories of lumber,manufacturing plants? A. No, it do.s 
not.

Q. I gather that it would refer to ordinary merchandise? 
20 A. I think so, it mentions the purchase of goods on shelf, I think 

that is what it has in mind.
Q. Montgomery, is that English or Canadian ? A. Ameri 

can edition of an English work.
Q. Does that deal with lumber manufacturing plant? A. 

No, did not mention that.
Q. Was what was read to you appropriate to the inventories 

of lumber manufacturing plants ? A. Hardly, because these ex 
tracts go on the principle that you can always identify the cost of 
the goods you are taking stock of.

30 Q. Castenholz, is that English or American? A. I think 
that is American.

Q. The passage read to you, does that deal or have any re 
ference to lumber manufacture? A. I don't think so, it was 
just general.

Q. This question of hidden reserve, as I understood you the 
figure quoted you of some date was simply the shrinkage of the 
value of *your inventory by reason of the fall of market prices in 
one year ? A. Yes, comparison with previous years.

Q. So unless there was some reason for selling that in- 
40 ventory at that particular price, it has no bearing at all on the 

profits of the Cameron Lumber Company? A. No.
Q. Supposing the price goes up, there would have been an 

appreciation? A. Yes.
Q. Have the B. C. Lumber Manufacturers Association 

figures any real bearing on the business of the Cameron Lumber 
Company? A. The Cameron Lumber Company at present I
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RECORD don't think subscribe to, or are members of the B. C. Lumber
inthe Manufacturers Association. They belonged for many years, and

Supreme Court the figures sent round were some use to the Cameron Lumberof British f-i °Colombia Company.
p, -~^ Q- What I wanted to direct your attention to was this: 
Case S when the B. C. Lumber Manufacturers Association shows a figure 
L. Grogan °f 15.03, the Cameron Lumber Company show a figure of 20.75 ? 
Re-direa A. Yes.
Examination Q. When the B. C. Lumber Manufacturers Association shows 
June 10,1933 a figure of 15.61, The Cameron Lumber Company was gtetting j0 

(Gmt'd) 25.04? A. Yes.
Q. And so throughout the list, is it not? A. That is right.
Q. So is there any help in discussing the question here to 

take the figures of the B. C. Lumber Mamifaeturers ? A. I 
think it shows that the Cameron Lumber Company were getting 
quite above the average of the lumber companies in B. C.

Q. June—31, what were the figures'? A, 17.65.
Q. And the Cameron Lumber Company? A. 27.69, and 

appreciation or increase of $10.
Q. That was the actual realized price by the Cameron Lum- 20 

ber Company? A. Yes.
Q. And take another month, the month of December /31, 

the figures of the B. C. Lumber Manufacturers Association were 
12.75, and of the Cameron Lumber Company 25.75.

Mr. Bull: This is hardly re-examination, this more cross- 
examination.

The Court: Oh, well, go on.
Mr. Mayers: I want you to be quite clear on this. We have 

put forward our estimate on the basis of valuing inventories at 
a consistent price throughout. We have adopted $15. Do you, 30 
or do you not justify that method of putting forward our calcula 
tion? A. I do.

The Court: Would you have got the same result if you had 
made it $8—you would have got the same result? A. Over a 
long period of years, because the cost of production each year is 
absorbed into your profit and loss account.

Q. You think that would have nothing to do with it? A. 
No.

Q. Glancing at that statement in front of you, it does show 
that the Cameron Company got a higher price than the West 4A 
Coast? A. Yes.

Q. Take the Cameron Company in 1930, including 1931, 
how did the prices run ? A. The general tendency is down.

(Witness stands aside).
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D. 0. CAMERON—Re-called, testifies; examined by Mr. Mayers: RECORD 
Q. Did you operate your Mill on Sundays and holidays? sup

A. No. of British
Q. I want you to tell me something about this question of Columb"> 

bank interest, as to the necessity of your paying bank interest in Plaintiff's 
1931, if you had carried on your operations without a fire? A. Case 
Well, there is, of course, usually our interest, and we try to pro- J-?- °- 
vide logs in the winter to carry us over the period of snow and bad ^^^ 
weather. Some of the logging concerns have to close down, and Direct 

10 we usually have a supply of logs on hand in December, January Examination 
and February to carry us on to the Spring. At this particular June 10,1933 
time we had a supply of logs on hand which would take care of 
$6000 of our bank interest.

Q. Would you pay off the loan or what ? A. Well, we cut 
these logs naturally if we had not lost all the money we would 
have paid some up to the Bank.

Q. So you would have repaid the Bank out of the proceeds 
of these logs, is that the idea ? And that would have occurred in 
what months? A. January, February, March and April—

20 CROSS-EXAMINATION BY MR. BULL: D.O.
Q. You happened to have a larger inventory of logs in Recalled 

January 1931 ? A. We usually have. Cross-
Q. You had, in fact in June 1930 quite a large inventory 1? Examination 

A. I don't know how many, I could tell you.
Q. I am suggesting you had quite a large inventory in June 

1930, and your bank loan was just as high as it was in January 
1931 ? A. No doubt at that time the Cameron Lumber Company 
had quite a number of logs, they were selling these apart from 
Cameron Brothers.

30 Q. How much was your bank interest at that time? A. I 
will have to refer to it.

Q. Well, please do refer to your accountant if you like 1? 
A. $163,000.

Q. How did that compare generally with the whole of 1930 1 
A. I would have to refer to that.

Q. Perhaps Mr. Grogan. can state it.
Mr. G-rogan: I think a little bit higher $160,000 in August, 

1930.
Mr. Bull: What was it in September 1930? 

40 Mr. Grogan: $157,000.
Mr. Bull: You had very few logs at the time, Mr. Cameron ?
Witness: I will have to refer to the books.
Q. I am instructed you had very few, in fact they were 

very low? A. Well, I don't know.
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RECORD Q. Would you find out, verify that fact that there were very
i^he few logs? A. We had $62,782.62 worth of logs.

Supreme court Q. What was the footage 1 A. 4,824,000 feet.
CoiumUa Q- What was it in June 1930, and in January 1931? A.

— June 1930 5,808,858 feet.
Case Q- Now January 1931 ? A. January 1931, 6,507,052 feet.
D O. Q- So there was very little difference in those three periods
Cameron and your bank loan was about the same ? A. Well, I may state
Recalled that we were logging and our mill don't cut cedar, and wre had
Cross- our ce(iar iOgS at Cowichan Bay. I don't know just when they 10
fxaminan™ were sold, but they were sold—Tune 10, 1933 r\ -ITT ± i • * ^ ± i • £ (Cont'd) Q- We are not speaking of that, we are speaking of quan 

tities. A. I am trying to explain why we had these particular logs 
at the time you are asking about. We had these cedar logs at Co 
wichan Bay, and sold them on the other side.

Q. You had $163,000 in January, $157,000 in September, 
1930—what was the debt to the bank in June 1930 ? A. $188,000.

Q. Now how would you have paid this loan, that is sub 
stantially if the fire had not occurred? A. Well, I said to you 
if we had cut these logs, if we had sold these cedar logs. I don't 20 
know what date we sold them. We did not necessarily have to 
have these in the ordinary course. There were logs kept in West 
Bay, but I could not purchase them in January and March.

Q. Don't you think previous experience is a good test ? Your 
bank debits have been fairly consistent? A. That may be, I 
could have sold these logs in June if I had wanted to.

Q. I am endeavouring to point out that when your log inven 
tory was down your bank debit was still substantially the same? 
A. Don't seem very much down.

Q. In September 1930 your inventory was down and you 30 
still owed them $157,000, and how much footage ? A. 4 million 
—that is practically the same $62,000.

Q. Do you suggest that you would not have owed the Bank 
any money if the fire had not occurred ? A. No, I don't suggest 
that, if I take care of my customers and buy lumber and ship it, 
I would have collected from my customers by sale of stock to pay 
the Bank. I had enough quick assets on my books to have paid 
the Bank at any time.

Q. Probably the loan to the bank might have been well over 
$125,000. A. It may have Jbeen, but I can show you where I 40 
have not owed the bank anything for over a year.

Q. Dating from the fire it would have been the same? A. 
I don't know, I could not tell you whether it would have ex 
ceeded that or would not have exceeded. The possibilities are 
that it would have been reduced by existing logging accounts and 
outstanding accounts.
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Q. It was $165,000 at the time of the fire, to what extent RECORD 
would you venture to say it would have been reduced ? A. Well, /„ the 
I could not tell you to what extent, though I would say if you Supreme Court

, , , , J , . , i /» -r i j -i ii of Britishwant to go back to the year before I could show you the year Columbia 
before's debt to the bank, and show it to you since 1912. n. .—' J Plaintiffs

(Witness stands aside). Case
D. O.

Mr. Mayers: There are some errors in the transcript I want Cameron 
to correct. In the evidence of Mr. Campbell on page 17, Line 1, Recalled 
the figure 1050.46, should be 1150.46; page 73, line 12, the Name Cross- 

10 Garret should be G-ard, page 74, line 6, figure 1100 should be 
1000. Page 65, lines 22 and 23, the words, to sell power by the 
thousand kilowatt, should be by the thousand kilowatt transformer 
that we have in the B. C. Electric. That is shown to be correct 
by page 73, line 67.

Mr. Bull: That is right.
Mr. Mayers: My lord, I have some photographs I want to 

prove. The photographer is not here. Subject to that I have 
finished my case. I can put them in at any time. Subject to 
that, that is my case.

20 The Court: I think it would be a convenient time to adjourn 
now for one and a half hours.

(The Court adjourned to 2 p.m.)

CASE FOR THE DEFENDANT Defendant's 
WALTER JAMES BARRETT-LENNARD—Sworn, testified: SfeT _' W. J. Barrett-

Examined in chief by Mr. Bull: Lennard
Direct

Q. Your full name, please? A. Walter James Barrett- Examination 
Lennard.

Q. What is your occupation? A. Chartered Accountant,
Q. Where do you live ? A. Vancouver.

30 Q. What is your firm name? A. Foster & Barrett-Len- 
nard.

Q. How long have you been practicing ? A. 18 years.
Q. In British Columbia? A. In Vancouver.
Q. Have you had any particular experience—I am referring 

now to your firm—in connection with the books of lumber com 
panies in this province? A. Yes, we have conducted various 
audits for different firms.

Q. I mean, do you act for them regularly? A. We act 
for the B. C. Lumber and Shingle Manufacturers' Association. 

40 Q. You might name the companies that you act for regu 
larly. A. Bloedell-Stewart & Welsh; Great Central Sawmills; 
Merrill-Ring-Wilson; Moore & Whittington Lumber Company;
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RECORD B. C. Fir & Cedar Lumber Company; Hunting Merritt; Green
bnhe Pine Logging Company; J. Hanbury & Company; Stolz Manu-

Supreme Court facturing Company — there are others if you want them.
Cofumlia Q- is there some association that you act for? A. The

— ( B. C. Lumber and Shingle Manufacturers' Association, last year
Case 5 a rePresentative of our firm went to Washington in connection
w. j. Barrett- with the conference they held there regarding the tariff. And our
Lennard particular position was that of advising as to costs, lumber costs
Direct in British Columbia.
Examination Q. Have you had any particular experience in the last few 10

'. j?33 years with the subject of use and occupancy insurance 1 A. Yes ; 
t ' we have had some cases where we have assisted ; Hammond Cedar 

Company, New Westminster; National Paper & Box; Famous 
Cloak & Suit; Eburne Sawmills; McNair Shingle Company; 
there are others.

Q. Were you employed by the Defendants in this action on 
behalf of the defendants in this action in connection with a claim 
made against them by the Plaintiffs on use and occupancy poli 
cies ? A. I was.

Q. When was that? A. That was some time I think, 20 
speaking from memory, April 1931.

Q. That would be shortly after the fire? A. That would 
be shortly after the fire ; April, I think it was.

Q. Did you have access to the Plaintiff's books ? A. I had.
Q. Did you receive from the Plaintiff their monthly state 

ments of account for the period preceding the fire ? A. I did.
Q. That is Exhibit 8— in the book there? A. Yes.
Q. And you had, I presume, various conferences with Mr. 

Grogan there, did you ? A. I did.
Q. And from your examination of the records — or, by the 30 

way, how much time did you spend on the examination of the 
books and preparation of your reports? A. I spent weeks on 
it. I have never totalled up the amount of time ; but I should say 
probably six weeks, if it was all counted as continuous times.

Q. You are familiar, are you not, with the particulars which 
the Plaintiffs delivered to their statement of claim in this action ? 
A. Yes.

Q. On which their claim is based. You have duly consider 
ed that, have you? A. I have.

Q. And have you prepared a statement based on certain 40 
adjustments which you thought necessary to make in connection 
with their statement? A. Yes.

Q. Is that it, Exhibit 17 (indicating) ? A. Yes.
Q. Have you a copy of that before you? A. No, I am 

sorry ; I was preparing extra copies, and they are not down yet ; 
they will be here in a few minutes.
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Q. Now, apparently, from the evidence of Mr. Grogan, it RECORD 
appears that there are two or three main differences between intbe 
your statement and their particulars. A. Yes. Supreme Court

Q. You might just state what they are. A. There is the Columbia 
question of valuation of inventories; that of the necessity for —— , 
providing depreciation. And by inventories I mean opening and c ŝfn ant s 
closing inventories. A small amount in the sales. The quantity of w. J. Barrett- 
insurance. And the question of interest. That is insofar only Lennard 
as this statement is concerned. Direct 

10 Q. Yes; I want to deal with these in order. First we will ^i 
take the opening inventory. Have you satisfied yourself that (Cont'd) 
the quantity which has been set out as the opening inventory is 
correct? A. That is the amount that is shown by their own 
statements.

Q. And you found that they had valued that inventory at 
a fixed price of $15, did you 1 A. Yes.

Q. Now, in your statement what price have you taken 1 A. 
$19.

Q. Will you just state shortly your reason for doing that? 
20 A. The statements of the Cameron Lumber Company that have 

been produced to me, show that the cost of lumber at the 28th of 
February, had been for the month of February $19.01 a thousand; 
for the months of January and February an average of $18.99 per 
thousand; and over a period, an amount per thousand greater 
than the amount of $19. I considered that it was proper to take 
as the cost, or as the opening inventory figure the amount of 19, 
because that was the lowest cost that they had shown for some 
months, and was not some figure that would be weighed too much 
for the Cameron case.

30 Q. When you say you considered it necessary, did you mean 
for any particular purpose ? A. I mean for the purpose of de 
ciding as to whether or not the Cameron Lumber Company had 
in the definite period of the ten months between the date of the 
fire and the end of December 1931, made any profit or loss during 
that period.

Q. Yes. Now, apart from that, Mr. Lennard, what do you 
say about the propriety of a lumber company such as this fixing 
their inventories at an arbitrary priced-value? A. Insofar as 
their own internal economy is concerned, I have no particular 

40 objections to a fixed arbitrary value, provided that at any time 
that a report is made on the accounts of that company, attention 
is called to the fact that this is an arbitrary value, that it has no 
relation to cost. But in a case where it is necessary to definitely 
ascertain the profit or loss that a company would make on its 
operations, I would say that that figure is entirely wrong.
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RECORD
in the rt

Columbia
c Defendants

W. j. Barrett-
Lennard
Direct
Examination

Q. Now, we might as well deal with the closing inventory. 
You have taken the quantity which has been verified by the ac- 
counts of the Company, have you? A. Yes.

Q- That is the quantity on hand? A. Yes.
Q- -^J1(^ at wnat price did you find in their particulars they 

had priced that stock? A. They priced the stock at $15.
Q- I*1 your statement what price have you fixed ? A. I 

have taken the amount, the price of 16.56.
Q. And how is that made up ? A. That was based on the 

information that they gave as to the drop in prices of the various 10 
component parts of the cost of manufacture.

The Court: That is a figure we have not had before — we 
have not gone into it before ?

Mr. Bull : Only in cross-examination, my lord.
The Court: You will develop that now?
Mr. Bull: Yes. Have you the particulars of how that is 

made up, Mr. Lennard ? A. Yes ; the log costs 10.20 —
Q. Now, was that the cost of logs after the fire ? A. That 

was the cost of logs after the fire.
Q. Where did you get that information? A. That comes 20 

from their figures, their own records.
Q. What is the next thing? A. Labour 3.33.
Q. Where did you get that information? A. The labour 

cost prior to the fire was 3.59; making a ten per cent reduction 
will give you 3.33.

Q. Was there any after; any further reduction following 
the fire? A. I am informed that there was a ten per cent reduc 
tion in wages in the month of Februarjy, and a further ten per 
cent reduction in June.

Q. But you have taken only the one ? A. One ten per cent. OQ
Q. One cut. And what else? A. Supplies 1.39.
Q. How is that made up? A. I believe that is a ten per 

cent cut in the cost of supplies prior to the fire.
Q. From the price shown on the Company's records? A. 

From the price shown on the Company's records, on their state 
ments.

Q. Was there in fact such a reduction? A. That I don't 
know.

Q. 'Well, how do you get that? A. That was taken from 
admitted evidence the other day, that there might possibly have 49 
been a ten per cent reduction.

Q. And the other items, what are they? A. Insurance 50 
cents. That is the same as shown on their own statements. Ac 
cident insurance 14 cents, the same as their own statements; 
general administration $1, again the same as their own state 
ments ; making a total of $16.56 a thousand.



125

Q. I want to direct your attention to this, that price of 16.56 RECORD 
is higher than the price they have fixed for their closing inven- in ,be 
tory. A. Yes, by 1.56. ^KrTthh™"

Q. And what is the result? A. It increases the value of Columbia 
their inventory at the end of the period, 31st of December, 1931. —7- ,

Q. In whose favour would that be? A. That would be in g£endants 
their favour. w j Barrett

Q. That is, you are taking the opening inventory at the Leonard 
proper price? A. Yes. Direct 

10 Q. Therefore you are making an adjustment of the closing Examination 
inventory which would be in their favour? A. Yes. Jun,%10> ,\^

AV • • (Contd)Q. Now the next item I think on which you apparently do 
not agree, is the question of depreciation, which you fix at 24,- 
320.10; will you explain that ? A. They made no provision for 
depreciation in their accounts. In looking back I find that in the 
year 1929 they provided depreciation on the annual rate of 29,- 
184.16. I take as a charge against the period, ten-twelfths of this 
29,184.16 as being a proper charge against the cost of producing 
lumber in that period.

20 Q. What do you say about the propriety of that, as regards 
proper accounting ? A. Well, I would say that you could never 
arrive at the proper cost of material or article unless you take 
into consideration the wear and tear or the loss that you would 
sustain from the operating of the machinery used in that produc 
tion. It is just as much a cost of manufacturing as the labour, 
or other items entering into that manufacture.

Q. How does that accord with your experience with other 
lumber companies ? A. Well, so far as I can remember there is 
depreciation always taken into consideration.

30 Q. As one of the costs of production? A. As one of the 
costs of production.

Q. Did you see what Mr. Grogan said about the Company 
having in previous years over-depreciated their plant ? A. Yes.

Q. What do you say about that? A. I say that might be 
quite right, that they might have over-depreciated their plant; but 
at the same time, in considering what the possibilities are of this 
particular period, depreciation must be considered. If in past 
years they have made an improper calculation or used an im 
proper rate for their depreciation, that that depreciation schedule 

40 should be reduced so that the whole of the term of the life of the 
plant will be charged in the proper proportion. In other words, 
if a mill is capable during its life of producing two million feet 
of lumber, and at the end of that time it goes to the scrap-heap, 
every thousand feet of lumber that is produced must bear its equal 
proportion of the loss of that mill.
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RECORD Q. Well in practice how would that have been worked out, 
in the in 1930, the year when no depreciation was allowed; how would 

SoiPBrTtish°art ^at ^ave keen done? A. They would have re-cast their de- 
Coiumbia preciation schedule, credited their surplus account and charged 

—T- , back the depreciation reserve; leaving a balance of depreciable 
Case 11 ant S property to be carried forward into subsequent years. 
W. J. Barrett- Mr. Bull: My lord, I have extra copies of this Exhibit 17; 
Lennard would it be quite proper to give copies to the Jury? 
Direct The Court: Mr. Bull suggests handing Exhibit 17 to the 
Examination Jury, and I do not think he should do that unless they now get 10 

Cont'd) 33 y°ur statement of claim, Mr. Mayers, along with it. 
Mr. Mayers: I agree with that.
The Court: The time has come to let them have them. I 

understood Mr Mayers had made copies of both the statement of 
claim and defence. 

Mr. Mayers: Yes.
Mr. Bull: The particulars are important. 
The Court: The particulars are important; and they have 

reached the stage now where they could have the whole thing. 
(Copies handed to Jury). You will find if you turn over three 20 
or four pages you come to what they call the statements, the 
sheets, the particulars, Sheet 1, sheet 2, and so on. Now the new 
one is this Exhibit 17. And if you have a pencil and mark that 
separately Exhibit 17, then whenever we refer to it you will know 
what we are talking about.

Mr. Bull: Did you finish your explanation of how the de 
preciation would have been adjusted in 1930 if in fact it had been 
over-depreciated in previous years'? A. I think so. 

Q. That is by re-casting the whole thing ? A. Yes. 
Q. But according to that, would there have been in 1930 an 30 

allowance made for depreciation that year? A. Yes, there 
should have been.

The Court: And also in 1931 ? A Also in 1931. I might, 
if I may, develop that. That if the firm wishes to provide all the 
depreciation in one year, and charges no consideration of depre 
ciation afterwards, it is as though the asset they were working 
out during those subsequent years had cost them nothing; as 
though they were being made a gift of the asset that they were 
making use of. And if they took no consideration of depreciation 
in competition with other people who were taking depreciation, 40 
their costs of trade, estimates of trade prices upon which they— 
competitive prices that they were making use of, would be at 
fault.

Q. Just go on with this statement. You are aware that in 
their particulars they have adjusted their loss on the Wilfert 
Mill operation by taking into consideration the sale of power, the
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sale of by-products, if their own mill had been running, and the RECORD 
excessive cost of production in the Wilfert Mill over the Cameron /„ the 
Mill? A. Yes. SS^0*''

Q. Now, in view of that, what have you to say as to the Columbia 
propriety of charging during this period insurance as it was be- Defendant's 
fore the fire, and bank interest as it was before the fire I A. case 
Well, I would say that if full credit is to be given for revenues w. J. Barrett- 
which might have been earned had no fire occurred, then all the Leonard 
expenses incidental to the earning of that revenue should also be Pirect. .10 disclosed Examination disclosed. june 10> 1933

Q. I notice one other small difference in your statement (Com'd) 
from theirs, that is in the sales, sales discounts which you have 
taken at their own figure 309,190.37; you have deducted for cross 
arms 1930, $2,070.09? A. Yes.

Q. Please explain that. A. I was informed— 
Q. By whom? A. By Mr. Grogan and by Mr. Campbell, 

the accountant of the Company, that at the end of December 1930 
they had—rather, I will put it this way, that prior to the end of 
December 1930 they had made a sale of cross arms to the Northern 

20 Electric; they had charged the Northern Electric with only 80 
per cent of the value of those cross arms; the cross arms being 
held in the yard to the order of the Northern Electric Company, 
and only awaiting instructions for shipment; constituting a sale 
of cross arms in December 1930 which should have been charged 
out to that company, making an asset in the form of an account 
receivable, which later would come in as the Northern Electric 
Company paid their account. It was part of the profit of the year
1930. and any shipments made out of that stock in 1931 should
not be credited in the year 1931 as a sale, the sale having been

30 consummated and completed with the exception of delivery in
the prior year; therefore the 2,070.09 is not a credit to the year
1931. but a credit to the year 1930.

Q. Would you say, therefore, that it is quite proper to de 
duct that item of 2,070.09 from the total sales? A. Yes; be 
cause it was a transaction of a prior period.

Q. Now, have we finished all the differences between your 
statement Exhibit 17 and the Plaintiff's particulars—except pos 
sibly the re-adjustment of the same figures? A. Yes, I think so.

Q. No, would you just summarize that statement, and tell 
40 the Jury what it means? A. You want me to read the state 

ment?
Q; No, just the headings, for instance. A. The statement 

is drawn up in such a way as to show the cost of all the lumber 
sold during the ten months ended 31st December, 1931. It is 
made up in this way; they had on hand at the beginning of the
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RECORD

court

, D *

w j Barrett.
Lennard
Direct
Examination

period 10,991,340 feet of lumber, together with sundry other as- 
sets, such as boxes, logs, and so on, which at the cost of produc- 
tion amounted to 278,514.73. They make the purchases of lumber 
during that time the value of 126,529.88. They apply wages to 
the production of this material 64,307.80.

Q- I think you need not go into the figures, perhaps, in ex- 
plairimg the statement ; but the details. A. I will do that. Mak- 
mg the total cost for lumber on their inventory at the end of 
December had they sold none — at least of 546,398.61. But they 
ha(j on han(i at the end of the year $170,544.47 worth, leaving 10 
375>854- 14 as the cost of the lumber and other products sold. They 
sold those products for 307,120.28, leaving a net loss to that point 
on those operations of 68,733.86. Do you wish me to go to the end 
of the figures ?

Q. Yes. A. They state in their statement of claim that 
because of the operating in the Wilf ert Mill, where the operations 
more expensive than they would have been in the Cameron Mill, 
that there was an excess expenditure of 22,216.72, which they 
would not have spent had they been operating the old mill. If 
you deduct that from the loss to that point it gives them a loss of 20 
46,517.14. The rents and the sale of by-products during the period 
totalled 1,396.84 ; but they state that had they been able to operate 
the Cameron Mill at its capacity they would have earned an addi 
tional amount of 32,930.20, making a total revenue from rent and 
by-products of 34,327.04.

The Court : That includes power.
Mr. Bull: That includes power. A. That includes power.
The Court : That is not marked there, but power is included 

in the 34,327 1 A. Yes. Making 34,327.04 ; deducting that from 
the loss on the other operation gives a loss of 12,190.10. But in 30 
order to sell this 307,120 of theirs it was necessary for them to 
expend in selling expenses 10,005.44, and sundry other items there 
which total altogether, including selling expenses 16,380.82; in 
creasing their loss to 28,570.92. Now had they been operating 
the Cameron Mill on the same basis as hi the previous year they 
would have had to pay insurance — that is had the Cameron Mill 
not been destroyed by fire the necessity for insurance would have 
been the same, and they would have paid in premiums 13,330. 
They would have paid on the basis of the interest they paid in 
1930, and I think in 1929, the sum of 10,883 for debenture interest 40 
and interest to their banks; to administration 13,559.71, that is 
the expenditure as per their own statements for administration. 
Giving a total further cost of doing business in that 10 months 
period 37,722.71 ; or a loss of 66,293.63.

Q. Now if you disregard entirely the question of deprecia 
tion during that period, what then would 'be their total loss 1 A.
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Their total loss would be in the neighbourhood of $42,000—just RECORD 
a few dollars difference there. ia >be

Q. And what would the overhead be for the ten months? %^/>a" 
A. Their fixed charges and expenses would have been $30,000. Columbia

Q. So what was the result, then, insofar as the earning of —— , 
overhead is concerned. A. They didn't earn their overhead of Qse 
$30,000, and they lost $12,000 besides. w. T Barrett-

Q. $12,000 over and above their overhead? A. $12,000 Lennard 
over and above their overhead. Direct

10 Q. For that period? A. Yes. Examination
Q. Now Mr. Grogan stated that it would be very difficult if Jun/ecJ,°'t.J) 33 

not impossible, with the available information, to project into 
the future any estimjate of the probable profit or loss of the fu 
ture during the period of suspension on the assumption that the 
fire had not occurred. What do you say about that? A. At 
what date would that be; immediately after the fire?

Q. That would be from the 25th of February, 1931? A. 
No, Mr. Bull, I mean would they be making this estimate im 
mediately after the fire or at some later date?

20 Q. Take it both ways. Immediately after the fire, first. 
A. Imlmediately after the fire they have definite factors of what 
was taking place. That is, on the 25th of February they knew 
what their logs cost; they knew what it cost for labour, they 
knew what it cost for administration, and they knew the general 
factors entering into the cost of their product. ~Bty assuming 
that the business would have gone along the same for a period 
after the fire as it had been going prior to the filre, and having 
a knowledge of what the labour might or might not cost, making 
some estimate as to the drop in log costs, and so on, they could

30 have made an estimate of what the business might have done 
after the fire. Taking the later period some mjonths after the 
fire, they had the benefit of knowing exactly what their logs were 
costing after the fire, they knew exactly what the labour was 
costing—no, I mean the labour at the Wllfert Mill, (because us 
ing that figure would be unfair—we admit that it costs more 
operating the Wilfert Mill, but we were not interested in that. 
They knew what reductions had been made in the labour scale, 
they could then have applied that factor. They knew what the 
supplies—they knew then what the supply market was, like

40 whether it had dropped five or ten or fifteen per cent, they could 
have used that. And if they disregarded insurance and accident 
insurance, which are small items, and estimated—they also knew 
because they were in control of this general administration, 
they knew what drop there was in that; they could by assuming 
sales there of an equal aniount, a greater amount or a lesser a- 
mount in the periods—in the same relative period before the fire,
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RECORD have projected into the same periods after the fire and found
J^he out approximately what they might expect to do.

supreme court Q. What would you say as of the date that the writ was
Columbia issued, in February of 1932, in this action? A. They knew all

— the factors entering into these costs after the fire.
Defendant's Q You ^^ j Q^ M̂  Barrett-Lennard, I understand
w. j. Barren- made such statements on the inf ormation available ? A. Yes. 
Lennard Q. Now before I come to that I want to deal for a moment 
Direct with the experience of this Comjpany prior to the fire. Now I 
Examination han(i vou Exhibit 18, which you prepared, I believe. A. Yes. 10

'd) 33 Q' JUSt State What that 1S' Wil1 y°U? ^ TiliS 6xllibit 1S
in three sections. It deals with the year ended 31st December 
1930 first of all. It deals with the seven months ended 30th 
July, 1930; and it deals with the five months ended 31st Decem 
ber, 1930—that is the year, and then the year split into two sec 
tions. It is further subdivided to show what the Company's re 
cords have disclosed, and it shows a further statement of what 
the result of operation would have been had they taken their in 
ventories at cost.

Q. Now, will you just give the result of what Exhibit 18 20 
is. A. Yes. In the year ended 31st December, 1930 the assur 
ed on their own statements show a loss of 7,181.45. But we are 
attempting to acertain the experience of the business prior to the 
fire, the ordinary experience of the business. And we cast out 
of their revenue 7,055.27 because that revenue is something that 
is not of an ordinary nature and would not come into the year 
1931, the period after the fire. That gives them a loss, then, 
in the year, of 14,236.72; that is on the basis of a $15 inventory; 
and using their own figures throughout, with the exception of 
casting out that extraordinary revenue of 7,055.27. 30

Q. What would the result have been on a proper adjust 
ment of the inventories? A. I might explain, too, that that 
takes no account of depreciation. Just their inventory; and as 
to the cost that I take, that is shown from their own records, 
their monthly operating statements and their annual operating 
statements, gives them, casting out the non-recurring revenue, 
again a loss of 5,310.47.

Q. Well, now, that works out in their favour? A. That 
works out in their favour, yes.

Q. Now, just go to the next period. A. Now, in the seven 40 
months ended 30th July, 1930, on their own figures, not counting 
depreciation, casting out only a portion of the non-recurring 
revenue, because only a portion of it was taken into consid 
eration by them in this first period, they show a profit of 13,- 
862.12, a profit of 18,279.82, before we deducted the non-recurring 
revenue. Now on the basis of taking inventories at cost, again
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deducting non-recurring revenue, we find that they would have RECORD 
made a profit of 31,558.33, that is in the first seven months of that intbe 
year they make 31,558.33 without considering depreciation. In the %^f°*r/ 
next statement five months ending 31st December, 1930, accord- Columbia 
ing to their own figures they lost first of all 25,461.27. If we ,—r ., °, , ,•. ° . J ,• , , , ',, , -jo Defendantsdeduct the non-recurring revenue applicable to that period 2,- Case 
637.57, they made a loss of 28,098.84. Dealing with the statement, w. J. Barrett- 
taking inventories again at cost—and I might say that this cost Lennard 
is not an average cost over the year, but a cost according to the Direct 

10 last month in the period prior to the different periods that I am 
speaking of—their loss was 25,954.20; deducting the non-recur- 
ring revenue their loss is 28,591.77, not counting depreciation. 
Now the effect of that is to show that while they made a loss of 
only 14,236.72 in the year, they lost in the last five months pro 
fit that they had made in the previous seven months, and $15,- 
000 besides. That is according to their own statements. Accord 
ing to our statements, the reconstructed statements, they lost the 
31,558 that they miade in the first seven months, and lost the 
$5,000—110, plus the $5,000. 

20 Q. Plus the $5,000? A. Yes.
Q. A total loss of how much then? A. A total loss in the 

last five months of 28,591.77, taking it on our revised inventor 
ies, and $28,000 according to—

The Court: Twenty-eight according to them and thirty-one 
according to you? A. In the last five months, 28,000 no mat 
ter which way you take it.

Mr. Bull: Their computation? A. Their computation.
Q. Now I think you might as well at this time deal with 

January and February of 1931. That is not shown in that state- 
30 ment, is it? A. No.

Q. Now, take January and February. A. Let me have a 
look at the statement (taking it).

Q. There are extra copies of that? A. There are extra 
copies there.

The Court: Is this Exhibit 19?
Mr. Bull: No, this is not in yet. This is January. A. I 

have February here as well.
(The document for January is marked Exhibit 21, and for 

February Exhibit 22).
0 Mr. Bull: Now Mr. Lennard, you might just state what the 

books of the Company show about the result; first for January, 
and then make any comment that you wish. A. For the month 
of January.

Q. Yes, 1931.
The Court: This word "uppers" you use here— A. That 

is clears.
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RECORD Q. Sometimes called clears? A. Yes, 
in the The Court: It is common ground now that the general run

*oi PBr7thh°un *s a^out one-third uppers and two-thirds common.
Columbia Mr. Bull: I think the witnesses agree with that. A. Yes.
_, — , Q. First, state what the result is as shown by the books of
Defendant s ^ Company> ^ The Assured's books show a profit of 5,085.25.
W. J. Barren- Q- I*1 your opinion is that a correct picture of the result
Lennard in January? A. No.
Direct Q. Now, just state your reason, will you? A. First of all,
Examination ^he sa}es m that month contained an undue proportion of clears 10 

(Cont'd) to uppers. And the Assured carried their inventory at the same 
figure in the beginning as at the end of the month. Had they 
altered the inventory value I would have taken no exception to 
the amount I am going to call attention to. But when they sell 
a greater proportion of uppers or clears, than the average pro 
portion, it follows that there must be a corresponding reduction 
in the value of the lumber remaining; a corresponding reduc 
tion in value because they have depleted to that extent their clear 
stock, which is the most expensive. Therefore to produce a pro 
per comparison you would have to either reduce your inventory >0 
valuation or make some calculation which would be miore of an 
average than the monthly statement discloses. The sales of up 
pers in that month were forty-two and a third per cent of the 
total sales for the month. Showinjg that the month has had an 
exceptional credit, due to sales of high quality produce with no 
corresponding reduction in inventory values showed. The upper 
sales amounted to 983,402, at 33.97 a thousand, and commons 1,- 
341,442 at 13.96. Applying averages the sales would have been 
—and by averages I mean the averages over a considerable period 
back of this—would have been 776,498 uppers and 1,548,346 com- 30 
mons. The reduction in selling values would be 4,142.03, and the 
average selling price would drop from 22.42 to 20.64. Here I 
might enlarge upon that price. If the average production of the 
mill is one-third uppers and two-thirds common, any sale of lum 
ber out of proportion to that average production will either in 
crease the value of the remaining lumber in the yard or it will 
decrease it, depending on whether the sale which is out of pro 
portion to the average, is of high quality or low quality. Simi 
larly it has a direct effect upon the average selling price. The 
Cameroii Company might in one month sell all clears; in that 40 
case their average selling price would be $35; the next month they 
might sell all commons, in which case fheir average selling price 
would be say 13.96, as it was in this case, or $14. Neither one of 
these figures are a proper average price; because if the mill 
production is one-third clear and two-thirds common, and you 
sell all of your clear, it necessarily follows that before you can
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find what the average price of lumber was that you produced RECORD 
out of a given quantity of logs, you must of necessity sell the inthe 
balance of the commons. And if you take the balance of the com- s"fyer ™ies£oun 
mons at the average price, that is, if you take out of a thousand Columbia 
feet of logs you produce 334 feet of clears, and you sell them at —— , 
$35, you must then before you can get the average selling price of Q^een ant s 
the lumber produced from that log, you must sell the balance of w. j Barrett- 
the 666, and applying that figure you get your average selling Leonard 
price. Direct

10 Q. Now, you say, therefore, that from that profit as shown Examination 
there, there should be a deduction of how much? A. 4,142.03. Jun(eCo°'t.J) 33

Q. And how does that leave the result? A. Leaves the 
balance on a profit of 943.22.

Q. Now, have you some other criticism to make as to that? 
A. During that month they received as a rebate on logs pur 
chased in prior mlonths, that is the transaction took place and 
the delivery took place in a prior month—rebate received from 
Cameron Brothers Timber Company on logs cut in January— 
that is logs put through the Cameron Mill in January, but pur-

20 chased in a previous period, the sum of 1,874.56. I take excep 
tion to the inclusion of that item in the month'fe statement be 
cause it is not an amount that should have been credited to that 
month, because the transaction from which it resulted did take 
place in a previous period, and the logs in that previous period 
actually cost 1,874.56 less. That should have been adjusted back 
to the period in which it was completed. As a matter of book 
keeping the entry of 1,874.56 in the month of January might be 
all right; but to arrive at the profit or loss in that particular 
month it must be excluded.

30 Q. That would leave then— A. That would leave a loss 
of 931.34.

Q. Now, have you any other? A. Then we must provide 
what they have not provided, that is an amount for depreciation; 
some amount to be included in the cost of operating for the wear 
and tear of the machinery which has been used in the produc 
tion of that luniber. In this case we base it on the provision 
that the Assured made in 1929, five per cent—the rate is five per 
cent, which gives the mill an average life of twenty years. 29,-> 
184.16, we provide one-twelfth of that for this month as a pro-

40 per charge against the profits disclosed, an amount of 2,432.01. 
Leaving the balance a loss of 3,363.35. Now in that month this 
mill cuts logs into various timbers, dimensions and whatnot; but 
to complete that operation they have still to put it through the 
the planer and the dry kilns, a proportion of it at Deast. That 
month I find that they did not complete the full operation of 
producing the lumber which went through the head saw, and I
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w. J. Barretc- 
Lennard 
Direct

(Cont'd)

charge them, back with an amount of 1,114.50 which is based up- 
on their own cost of planing mill operations per thousand. Be- 
cause that lumber which should have been planed in that month, 
or for which a reserve should have been set off, would be put 
through in subsequent months. Mind you, it would distort the 
operations of the following month, or the month that it was put 
through, just as much as it distorts this month ; but we are deal- 
ing only with this month. That leaves a loss of 4,477.85, instead 
of their profit of 5,085.25.

The Court: Speaking of that 1,874.56, that rebate that came 10 
in that transaction, as you say before, suppose that in that month 
of January someone who owed them; $5,000 and had owed that 
for some years, and suppose they had marked it off as a bad debt, 
but this mail came into the office with a cheque for $5,000, and 
they received it in January 1931, now as I understand your evi 
dence, that would be proper bookkeeping to enter in the same 
way as this 1,874 1 A. Yes, my lord.

Q. But it would have nothing to do as reflecting profit or 
loss in that month; is that right? A. My lord, there is a dif 
ference there in that even as operating on profit or loss, for that 20 
is not an operating profit or loss.

Q. I see; this one was operating in another month alto 
gether. A. Yes ; that was part of the operating. The bad debt 
is something that might conceivably be charged to surplus ac 
count, not profit and loss at all.

Q. In case the bad debt was paid it should not be included, 
if you wanted to show the real result for the month of January ll 
A. No, it should not be included. If we collect a bad debt in 
the month of January, one that has been written off, we should 
not show that collection as a credit to the profit and loss account. 30

Mr. Bull : Have you finished with January, or is there some 
other deduction from it you want to make? A. I think that is 
the lot.

Q. Now, will you deal with the February statement, first 
taking the amount shown on their books as profit or loss, and 
making any criticism you think is proper. A. For the month 
of February the statement shows a loss of 646.63. There are 
some additions we have to make to that loss in order to, in my 
opinion, reach a proper result. First of all we have to exclude 
— or we have to add to the loss a similar rebate received in that 40 
month from the Cameron Timber Company for logs cut in that 
month but purchased in prior months, $1,527.23. That was taken 
in as a revenue of that month, and we say that that is improper. 
The second point is depreciation for the month upon the same 
basis as I have explained for the month of Jamiary, 2,432.01.
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And again in the mpnth of February we have a charge for com- 
pletion of the month's mill run. I explained that in January. 
This amount is the same amount 735.68 j or a loss to that point of 
5,341.55. Now in this month we find that the sales are again 
out of proportion to the average sales; and in this month it is 
in the favour of the assured. The sales of uppers were 28.5 per 
cent of total sales, as compared with monthly average of 33.4 
per cent, showing that month has had an exceptional debit due 
to sales of a quality less than average with no corresponding in- 

10 crease in inventory. The uppers sales amounted to $774,335 at 
33.33, and commons 1,944,696 at 13.44. Applying the averages 
the sales would have been 908,156 feet of uppers at 33.33 and 
1,810,875 feet commons at 13.44. The increase in selling values 
would be 2,660.46; reducing the loss to 2,681.09.

Q. You say that that is a true picture of the result for 
February? A. I would say that that is, as far as I have been 
able to ascertain it from the figures which have been presented 
to me, that is a picture of the month of February.

Q. Now concerning the same period, that is, the period pre- 
ceding the fire, I want you to refer to Exhibit 8, being the ac 
counts prepared and presented by the Plaintiff Company at a- 
bout the 25th, and explain the meaning of the footnote to that 
report. A. Page 25, the footnote contains this : Excess of esti 
mated values over book valuation 1929, 61,022.26. That is, that 
the values as shown by the balance sheet are less by 61,1022.26 
than they should have been*

Q. Resulting in what in 1929 ? A. An under-statement of 
the assets. And the creation of what is called here the hidden 
reserve, or secret reserve.

Q. At the end of 1929? A. At the end of 1929. By the 
end of 1930, excess of estimated values over book valuation 1930 
had dropped to 10,161.64. And this statement reads, decrease 
in hidden reserve, 50,860.62. Now, no matter how you look at 
that, the affairs — the Company's worth has dropped 50,860.62 
in that year; that is not included in any way in the books of ac 
count. And any loss that they have sustained, of which we have 
been speaking, has to have that, or some portion of it, added to 
it.

Q. Why do you say some portion of it — I am now speaking 
40 of the period of 1930— would the whole of that 50,000 apply? A. 

The whole of that would apply to the year 1930, yes.
Q. And in your opinion would that fifty thousand have to 

be added to the loss otherwise shown on the books of account in 
order to show the true loss of 1930? A. I should judge from 
the way that is presented that that is the situation.

RECORD
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RECORD Q. Now without taking that into account, and from the fig- 
/„ the ures they have here, what do you say as to the Company having 

^B^i'sh""" earne(^ its overhead during the year 1930 ? A. In the full year 
Columbia 1930 the Company earned approximately $23,000 of its overhead 

—— , —that is if you take the full year 1930, not counting deprecia- 
Case*1 aMS tion, an^ no^ counting this loss in hidden reserve, the Company 
W. J. Barren- would have earned $23,000 of its overhead. Taking the depre- 
Lennard ciation into consideration the Company would not have earned 
Direct any of its overhead. And that again is excluding any reference 
Examination to this 50,860. They would not have earned their overhead, in 10 

'ch 33 ^ac^ ^ney wou^ nave been seven to nine thousand dollars to the 
bad after that.

Q. What do you say as to the last five mionths of 1930, as 
regards their having earned overhead? A. Have you got that 
long statement? During the last five months of 1930 the Com 
pany, on its own showing, not counting depreciation, and not 
changing their inventory valuations at all, did not make its over 
head by $13,000. Changing the figures, taking the inventories at 
cost, not counting depreciation, they, again, lost $13,000 more 
than their overhead. 20

Q. This is for the last five months? A. This is for the 
last five months.

Q. That is including depreciation ? A. That is not includ 
ing it. That is including depreciation on the same rate as 1929 
they would have lost $42,000 in addition to their overhead—no, I 
beg vour pardon—I was taking for the year; that would be, they 
would have lost $23,000 in addition to their overhead, in the five 
months. I was taking the full amount of depreciation for the 
year at first.

Q. Yes. What about including January and February and 30 
the five months period of 1930, that is the last five months mak 
ing a seven months continuous period prior to the fire, what do 
you say about that? A. They would not have earned their 
overhead.

Q. Would they have earned any of it ? A. No, they would 
have lost money besides their overhead.

Q. Is that on the basis of their own figures or on your cal 
culations? A. They would have lost all of their overhead and 
$3,000 besides on the basis of their own calculations, not count 
ing depreciation, in that seven months period immediately pre- 40 
ceding the fire. I have a statement there.

Q. For seven months ? A. Yes. Do you want to put that 
in ? Do you want the seven months statement ?

Q. You have given the result, haven't you? A. Yes, I 
have given the result.



137

Q. That is all right. A. You can make it up from these RECORD
other three statements here. /» the

Q. Now you did make a statement, Mr. Lennard, based on Supreme COM
facts which you took from the records of the Company of the Columbia
period extending into the future from the date of the fire, did —- ,
you not? A. Yes. £1

Q. Did you make that up in respect to various periods'? w j Barrett-
A. Yes. Lennard

Q. What were they ? A. Five mnnths after the fire, six Direct 
10 months after the fire, and eight months after the fire. Examination

Q. Now, is that the statement you made in the five months 
period (indicating)? A. Yes.

Q. We better have that marked now (put in as Exhibit 23). 
Now, would you explain this statement? A. This is a state 
ment entitled Statement D of estimated profit and loss for the 
five months ended July 31, 1931.

Q. Just run over that statement—
The Court: Not too much detail.
Q. Without too much detail explain the way it was made 

20 up, and the result. A. Well, all quantities dealt with in this 
statement, or dealt with in any statement, are taken from the As 
sured's books. The opening inventory is priced at $20, the price 
of $20 being taken because that is while it is higher than the 
closing cost of $19 at February 28th, as shown in the Assured's 
records, it is below the average cost of the four month period 
preceding the fire. And that four month period again is lower 
than the average of preceding months. The cost of $20 gives a 
value of 219,826.80.

Q. Now that is actual inventory? A. That is the actual 
30 inventory.

The Court: Why did you take your 19 instead of 20 here ? 
A. The $20 was taken as an opening value, based on the cost of 
producing that lumber to the 28th of February. That other state 
ment was prepared on their figures of the Cameron Mill.

Mr. Bull: As a matter of fact perhaps this is the explana 
tion, the statement you are now dealing with was made before. 
A. Yes, some time before.

The Court: You would get the same result if you did take 
19 ? A. No, my lord. 

40 Q. It would be different? A. It would be different, yes.
Q. I don't quite see that myself. You used 19 all the way 

along because you thought that was the fairest figure to take as 
the true cost of production ? A. I might explain, my lord, that 
the statement of claim that we have been discussing was handed 
to me, a week ago Saturday, was it—some time—and these state 
ments had been prepared to that.
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RECORD Q. I am afraid of getting it complicated. You have said
irnhs already, as I understood you, that at the costs of production for

Supreme court January and February at $19 is really about what it cost them1 ?
Columbia A. I said that that was a figure that we could take it at, that

— — would be a reasonable figure and not too high.
Defendant's ^ ^ ̂  ^.^ A y^ -j- don ,t ^^ that ^ w&g &

W. J. Barrett- proper figure because that is the last figure. There is only a 
Lennard quarter of the inventory on hand at the 28th of February, they 
Direct

Q- November and December had been higher? A. Novem- 10 
(Cont'd) ber and December had been higher.

Q. You take 20 as a sort of average of the four months? 
A. Yes.

Q. And you fixed the inventory on that ? A. Yes.
Mr. Bull: Would these quantities remain there in stock? 

A. Yes, certainly. Now the output log cost, $146,067.29 — not 
going into detail — but this five months period is based upon the 
experience of the Assured for the five months prior to the fire. 
In the period prior to the fire they produced, in that five months, 
11,509,866 feet at a cost of $146,067.29. I see there is a mistake 20 
here. Now in the period, in the five month period after the fire 
the cost of logs — we know this because we know what they paid 
for the five months after the fire — dropped three per cent. There 
fore we have to credit them with the three per cent drop of the 
cost of logs in the period after the fire, as compared with the 
period before the fire; reducing the cost to $141,685.27. They 
purchased in the period prior to the fire, the same period, 995,- 
484 feet at a cost of $36,596.34. Now we give them credit for the 
possibility of having been able to purchase that lumber at 10 per 
cent less than they purchased it in the period prior to the fire. 30 
Although, as you will notice further down, in connection with 
sales, that the selling value of their lumber only decreased one 
per cent in that same period. That would give a cost of produc 
tion of $32,936.71; or a total cost to that point of $394,448.78. 
Now the labour for that applied to that same question in the pre 
vious period cost them $69,799.44.

Q. That was in the previous period? A. Yes, now they 
have informed m!e that there was a deduction of ten per cent in 
the payroll, that is in the labour scale, in February. So that in 
the first two months of the — in the five months on that basis 40 
there would be a deduction of ten per cent from the amount they 
paid in previous periods or 6,979.94. Now in the month of June 
there was a further ten per cent reduction in labour. So that we 
have to credit them with ten per cent for two months, which is 
2,791.90; that reduced their payroll by 9,771.84; which is a total
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reduction for that five months of 14 per cent. We therefore as- RECORD 
sume that the labour would have cost $60,027.60. Supplies for inthe 
the previous period cost them $24,110.14, we assume, and this is S0u/ îes^our' 
an arbitrary deduction, that they might have purchased supplies Columbia 
at ten per cent less than in the previous period—giving them a —— , 
credit of 2,411.01, reducing the supply cost to 21,699.13. The ^ee 
next item we come to is taxes and licenses; they are fixed, and ^ j Barrett- 
they would be the same in every period, 1,230.18. General ex- Lennard 
pense in the previous period had been 2,083.91; we give them a Direct 

10 credit of a ten per cent reduction, making that figure 1,875.52. Examination 
Now the total cost then of producing 23,496,690 feet in that five Jun(ec™;.J) 3 
months, which is the same amount that they produced in the five 
months prior to the fire, giving them credit for all those deduc 
tions, it would have cost them $479,281.21. Now in this statement 
we take the closing inventory at $17. The $17 price was arrived 
at prior to the information given us the other day—yesterday, 1 
think—that the cost of producing lumber would be 16.56; so that 
the Assured is getting a benefit here of 40 cents a thousand. 
They had on hand 10,985,618 feet, again the same figure that 

20 would have been used in the prior period. And on the basis of 
$17 a thousand they would have a value of 186,755.50; leaving 
the cost of sales $292,525.71. We take depreciation there and 
add it to the cost of the sales on the basis of t}he 1929, the five 
month period would be $12,160.07. So that the cost of producing 
that lumber would have been $304,685.78. The sales in the pre 
vious period amounted to 298,600.15. We have a knowledge of 
what they received for their lumber in the five months subse 
quent to the fire. That information shows us that there was a 
drop of approximately one per cent in the selling price. There- 

30 fore we take one per cent off the former value,, and give them 
credit for 295,614.15 of sales. That leaves them at that point 
with a loss of 9,071.63. But they have profits from rent, based 
again on the previous five months, of 1,513.98. By the way all 
sales, whether power sales, box factory sales, teaming, have all 
been included there under the heading of sales. Giving them 
credit for the rent would reduce that loss to a loss of 7,557.65. 
But we had to provide for the expense of selling all these goods. 
The selling and the office expense in the five months prior to the 
fire amount to 9,983.39.

40 Q. That is a fact that the books show 1 A. That is a fact 
that the books show. Now there was a ten per cent cut in labour, 
and I am given to understand that there was a ten per cent cut 
in the salary list all the way through.

Q. Who gave you to understand that? A. That is Mr. 
Grogan and Mr. Campbell.
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RECORD Q yes. So that we have to reduce that cost by 14 per cent;
in the that is ten per cent for five months and ten per cent for two

Supreme court months ; leaving them with the sale expense and office expense
Columbia of 8,585.72 to add to the loss already shown. They would have

, had to pay fire insurance on the basis of the previous five months,
ants there would be no reason to alter this figure, 6,769.97; in-

W. J. Barren- terest and debenture expense paid previously was 5,326.20 ; ad- 
Lennard ministration was 5,475; but that has been reduced to correspond 
Direct to the reduction in the payroll by 14 per cent, leaving the cost 
Examination of 4^708.50 ; a total charge to be made for fire insurance, interest 10 

(Cont'd) 33 an<^ administration, 16,804.67. And on that showing the Assured 
would have to make a net loss of $32,948.04 ; or $17,948 more than 
the amount of fixed charges of $3,000 a month.

Q. If you eliminated from that any question of deprecia 
tion at all would they still have been short of their overhead? 
A. Yes, they would.

Q. To what extent? A. About $5,000.
Q. Now, on that statement, Mr. Lennard, you have pointed 

to certain facts that you obtained from, the records of the Com 
pany. What is there in the statement which is left to your es- 20 
timation, really — just shortly, without going into figures'? A. 
The matter of supplies — cost of supplies, the general expense, 
portion of the office expense, and the interest and debenture ex 
pense.

Q. Well, you have information from which you could make 
a fairly accurate estimate, couldn't you, from the books, of the 
affairs'? A. Not in the case of those small items; they wouldn't 
amount to anything, supposing that —

Q. So far as inventories are concerned, you have explain 
ed that. What about the selling price of lum'ber ; where did you 30 
get that? A. From their records, from the sales which they 
actually made.

Q. Then as far as quantities sold are concerned, you took 
the figure of the corresponding period before the fire ? A. Yes ; 
I assumed that the quantities would be the same.

The Court: That is, you took the months from February 
to July, 1930, or March to July? A. From October to Febru 
ary prior to the fire.

Q. Immediately prior. A. Projected that five months af 
ter the fire. 40

Mr. Bull: But you only did that for the purpose of getting 
the amount of sales and the amounts manufactured, I suppose? 
A. Yes — that might have been.

Q. Now you also prepared a statement for six months after 
wards. I don't want you to go into the same detail on this, state-
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ment, but simply give the net result, will you (put in as Exhi- RECORD
bit 24). !„ the

The Court: Exhibit 24 shows a period of six months'? A. s",t>'er mi ê ourt 
Six months. Again, assuming that the Assured in the six months Columbia 
after the fire would have done the same business as in the six —— , 
months before the fire, we find, applying the reductions which ^^ ants 
I have already mentioned, and in most cases increasing that, be- w. j Barrett- 
cause there were certain drops in prices, drop in log costs, and so Lennard 
on—they show a net loss in the six months of $33,792.19, which is Direct 

10 $15,772 more than their fixed charges of $3,000 per month. Examination
Mr. Bull: Yes. Now the last statement is if or an eight ' 

months period. Have you got a copy there? A. Yes.
The Court: The six months you used here, you went right 

back and started at the first of September, for the purpose of 
comparison. A. Yes, that is right.

Mr. Bull: Just state the result. A. Taking the eight 
months prior to the fire, as the basis, that is, from July to Feb 
ruary, giving them credit for the same sales, and applying re 
ductions again, like they have been in the five | and six months 

20 periods, that is, in the cost of production, we find a loss in the 
eight months (ended 31st October, 1931, $45,439.85, which is $21,- 
439 more than the amount of fixed charge and exenses, of $3,000 
per month. (Document put in as Exhibit 25).

Q. Now (I think, Mr. Lennard, there is only one other thing 
I want you to deal with, and that is Mr. J. O. Cameron's criticism 
of the statements for 1930, as disclosing a true position of af 
fairs, because during part of that period he made large purchases 
of lumber. You recollect, do you, the items that he referred 
to? A. Yes.

30 Q. I would like you to tell the Jury just what you .have to 
say about that. As I understood Mr. Canieron, he stated that 
the results shown (did not disclose the true position at the 31st 
of December, 1930, because certain high grade lumber had been 
purchased at $31.63 per thousand, and had been included in the 
inventory at | only $15 a thousand. The average cost of lumber 
must necessarily include not only the cost of manufacturing the 
logs, but the cost of any purchases that are made during that 
period. And any argument that Mr. Cameron puts up as a 
statement that the accounts do not reflect the true position, is 

40 only supporting our statement that $15 is too low a price for the 
valuation of the product on ending at the end of that period. 
All of the cost of that lumber has been absorbed in the operating 
statement, and has been properly reflected through the books and 
through the accounts. And if a statement is made that the ac 
counts are incorrect because there is a lot of high grade lumber 
in the yard which has been valued at $15 when it cost $31.63, is
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RECORD simply an argument supporting my statement that $19 or some
in she such figure around the $19 is a proper figure, and not $15.

S"fBrTthh°urt Q* ^S there anything else you have to say on that subject?
Columbia A. No, I think not.
Defendant's CROSS-EXAMINED BY MR. MAYERS:

W. J. Barrett- Q. A number of those companies for whom you mention that
Cro™ y°u acted, are logg^g companies and not lumber companies at
Examination all 5 isn 't tnat right? A. That is right.
June 10,1933 Q- You know Mr. A. P. Foster ? A. I do. 

(Cont'd) Q. He is a very skilled and experienced accountant, is he 10 
not? A. He is my partner, yes.

Q. Particularly versed in the matter of lumber manufac 
turing companies? A. Yes.

Q. Do you know a publication called the Canadian Charter 
ed Accountant? A. Yes.

Q. I will read you a passage, and I would like to hear what 
you say about it. "The valuation of lumber inventories for ac 
counting purposes involves a difficult problem, owing to the fluc 
tuations in (grades and species at the close of accounting periods, 
the percentage of clears, or high priced lumber, may be higher at 20 
one accounting period than at another causing a wide fluctuation 
in the real inventory value. Where a fixed unit price is used 
year in and year out as the basis for inventory valuation, the 
statement of profit and loss will not reflect the effect of .varia 
tions in real inventory values, nor would it do so in those in- 
stances( where the average cost of lumber produced is used as the 
basis. So far as I know, there is no exact method of valuing 
lumber inventories for accounting purposes because determina 
tion of the cost of (the various grades, species and sizes has never 
been attempted. This is too large a subject to be embarked up- 39 
on in this article. The best guide in (this respect is to be consis 
tent in the method of inventory pricing and to be satisfied al 
ways that market value has|not been exceeded." Do you agree 
with that? A. I agree with it entirely, yes. I would like to 
make a remark in that connection.

Q. Now that is an article by Mr. Foster. 
Mr. Bull: He says he wants to say something on it. A. 

Yes, I would like to make a remark on it.
Mr. Mayers: Go ahead A. Mr. Foster, as I notice, is 

speaking there of a period of years. I quite agree with him. 40 
Insofar as the presentation of the accounts of a lumber company 
over ten years are concerned, a price of $15 or $20, or some price 
that is not higher than market, might be all right. But in this 
particular instance we are attempting to discover what would
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have been the result of a partnership of the insurance company RECORD 
and the Cameron Lumber Company from the end of March, 1931. 
And I contend, or submit, that you cannot discover what profit 
has been made on any article, I don't care whether it is lumber, 
or hats, or anything else that we deal in, unless you know what —- , 
the cost is and what the selling price is. If your selling price Q^n ants 
is higher than your cost you have made a profit, and if your sell- w. j. Barretc- 
ing price is lower than your cost you have made a loss. Lennard

Q. Have you finished 1? A. Yes. Cross- 
10 Q. Is this a correct statement, taking the inventory at an Examination 

arbitrary value is a conservative method, and one employed by (Com'd) 
practically all the lumber companies for the purposes of book 
keeping? A. That is correct, yes. Again I submit that my 
remark in connection with the other applies.

Q. Wouldn't it be better to write it out and hang it up, and 
then you can refer to it each time 1? A. I reserve the right to 
make remarks.

Q. Is this a correct statement? In connection with the flat
rate the Chemainus Lumber Company has for years been valuing

20 their inventories at $10 a thousand ? A. What are you reading s?
Q. Is that a correct statement? A. Let me see. I believe 

you are reading from one of my reports.
Q. Do not get anxious about it. Is that a correct statement ? 

A. If it is included in my report it is correct.
Q. Cannot you tell me from your own inner consciousness 

whether what I have to put to you is correct ? A. I would like 
an opportunity of seeing what I have written.

Q. Does the Chemainus Mill, or has the Chemainus Mill for 
years been valuing their inventories at $10 a thousand? A. 

30 They have been valuing them at a fixed price, but my memory 
does not serve me whether $10 or $8, or any other figure.

Q. Is it correct that the B. C. Fir and Cedar Lumber Com 
pany has for years been valuing its inventory at $18 a thousand ? 
A. I believe that is correct.

Q. And you agree that the Chemainus Mill has for years 
been valuing its inventories at a fixed value? A. Yes.

Q. The Chemainus Mill of course is the Victoria Manufac 
turing Company, of Chemainus ? A. I know it is the Chemain 
us Mill.

40 Q. That is Mr. Humber, it used to be Mr. Parker, that is 
the mill you are talking about? A. I don't know. It is the 
Chemainus Mill I am referring to.

Q. So you agree with me that the uniform method of pric 
ing inventories has been adopted by practically all the lumber 
manufacturing companies in British Columbia, and that the Che 
mainus Mill has for years valued its inventories at a fixed value,
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RECORD and the B. C. Fir and Cedar Lumber Company has valued its in-
intbe ventory at $18; you agree with that! A. Yes.

0/arfT'b°"rt Q' Now I want to direct your attention to this average
Columbia cost of lumber that you have been talking about, that is $19. Is

—- , this correct, that figure represents the result of adding together
Case n ant S a^ ^e exPenses °f manufacture in one month, increased by such
W. J. Barren- costs of purchased lumber as are incurred after that lumber
Leonard reaches the dock of the Cameron Lumber Company, divided by the
Cross- total number of feet of logs put through the Cameron Mill; isn't
Examination that right? A. That is right, yes. 10

fr l-j\ Q- Now, that itself has no reference to any reality, has it?
(Cent a) i -r i jA. I would say yes.

Q. You would, eh 1? A. Yes.
Q. Let me point out this to you: in the first place your di 

vidend does not include the cost, the price that you have paid 
for the purchased lumber, does it ? A. No.

Q. And your divisor does not include the number of feet of 
lumber which have gone into that purchased lumber? A. Well, 
the logs have nothing to do with the purchase of lumber.

Q. Answer that question. A. Yes, it does not. 20
Q. That is right? A. Yes.
Q. So that you still contend that the figure that I have sug 

gested to you has real reference to the reality of things'? A. 
Yes, I say that it has.

Q. All right. Now that is one factor that you use. A fac 
tor which is simply the result of a mathematical calculation which 
does not include in the dividend the actual price that you paid 
for the purchased lumber, and does not include in the divisor the 
number of feet of logs which have gone into the lumber that you 
have purchased? A. That is right. „,,

Q. That is right? A. Yes. du
Q. Now that is your one factor. You apply that to the in 

ventory, which I prefer to call the stock in the yard, do you not ? 
A. Yes.

Q. Well now, your stock in the yard, in the first place, has 
not been manufactured in that month, has it? A. No.

Q. It has been manufactured over a period which extends 
into years; that is right ? A. Yes.

Q. In addition, the money factor, the $19, if it represented 
anything, would represent the completed cost of the manufac 
tured article, wouldn't it? A. Yes. 40

Q. Whereas your inventory, or the stock in the yard, never 
consists of completely manufactured articles, does it? A. No; 
but it runs in the same proportions throughout.

Q. Now just stick to the one thing at a time. The stock 
in the yard is never completely manufactured, is it ? A. No.
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Q. What I said is right; that it is never completely manu- RECORD
factured? A. Yes. I simply amplified that. intbe

Q. You may have different grades, dimensions and sizes in Supreme Court
i -, • 11 -\ VL n A of Britishyour stock in the yard, mayn t you ? A. yes. Columbia

Q. And Mr. Poster is correct, is he not, when he says that —— , 
the determination of the cost of the various grades, species and c^n ants 
sizes has never been attempted? He is correct, isn't he? A. ^ j Barrett- 
That is right, yes; of the various grades—he is speaking of vari- Lennard 
ous grades, not of an average. Cross- 

10 Q. What is that? A. He is not speaking of an average. Examination
Q. Never mind what he is not speaking about. Do you a- om'd 

gree with what he says? A. Yes, I agree with what he says.
Q. What? A. I do, yes.
Q. Yes. Now, this stock in the yard may include lumber 

which has only reached the first stage of manufacture, mayn't 
it? A. That is quite correct.

Q. It may in fact only have labour expended on it to the 
cost of $2.50? A. Yes. I brought that out in the January 
statement.

20 Q. So that you employed a mythical factor of $19 to anoth 
er mythical factor of quantities, and you produced a certain con 
tention; isn't that correct? A. I disagree with the mythical.

Q. You applied $19 for the value of lumber in the yard? 
A. Yes.

Q. Do you say this is any less arbitrary than taking the 
$15 ? A. I certainly do.

Q. You do? A. Yes.
Q. Now, is it the case that according to your theory no one

could ever ascertain whether they had made a profit or loss un-
30 til they had sold all their stock ? A. I say that you cannot make

a profit unless you know the cost of an article and you receive more
than that cost for it. That is what I said, I think.

Q. Is that an answer to my question ? A. I think it is.
Q. But I would like it more directly. Doesn't your theory 

lead to this, that no one, no lumber manufacturer could ever tell 
whether he had made a profit or a loss if he stopped before he 
sold all his stock? A. No.

Q. You don't think so? A. No.
Q. Well, is this correct, the mill cannot tell what the profits 

40 of the operation of any particular period will be until or unless 
they have disposed of the total production of that period? A. 
That is quite correct.

Q. Yes. A. I explained that in connection with the one- 
third and two-thirds proportions. They cannot know the price 
until they have sold that balance or remainder.
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RECORD Q. So that it would be perfectly impossible for the Camer- 
on Lumber Company to prove its claim under this policy unless 
they went out and sold the whole of their stock? A. No, I" 
don't agree with that.

— Q. Doesn't that follow from what I have just read to you? Defendant's A Ko>
W. J. Barrett- Q- You sav ^ does not. Now, at any rate, our system of 
Lennard using a consistent price, you will admit is an honest and reason- 
Cross- able system? A. No, I won't.
Examination Q. You won't? A. No. 10 

(Cont'd) 33 Q* -Although it is used by practically every lumber concern 
n ' in the country; although it is specifically used by the Chemainus 

Mill and the B. C. Fir & Cedar Mill, you say it is a dishonest and 
unreasonable practice? A. I don't say it is dishonest; if I an 
swered yes to that, I don't mean that at all.

Q. Then it is an honest practice? A. I say it is not rea 
sonable.

Q. But an honest practice? A. Quite an honest practice, 
yes; insofar as shareholders of the Company are concerned; in 
one respect. 20

Q. Never mind about any shareholders; is it or isn 't it ? Be 
cause I don't know anything that is honest in regard to "A" and 
not honest in regard to "B." Is it honest? A. I cannot say 
yes or no to that.

Q. You cannot say? A. No.
Q. So that you are willing to entertain the suggestion that 

all the lumber manufacturing concerns in British Columbia, in 
cluding the Chemainus Mill and the B. C. Fir & Cedar, are engag 
ed in a piece of dishonest practice? A. No, I never said that.

Q. Well then, it is an honest practice, is it? A. I cannot 30 
say yes or no to that.

Q. Well, surely, witness, your moral sense must be a little 
dull. Can you conceive of something that is neither honest nor 
dishonest? A. If I am allowed to answer—

The Court: Answer in your own way. A. If I can answer 
it in my own way I say this—

Mr. Mayers: Cannot you answer yes or no and then go on 
with your explanation ?

The Court: Give him a chance to explain.
Mr. Mayers: I submit he can answer that question yes or 40 

no and then explain.
The Court: He has answered your question, and now he is 

going to explain.
Mr. Mayers: No, he has not.
The Court: I say he has. Carry on, witness. A. I say 

that the taking of arbitrary price might be dishonest, or it might
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J. Barrect-

^o 193 3 
(Cont'd)

be perfectly honest. I will go further, and I will say this, giving RECORD 
you an illustration; a company commences with an inventory of 
$15 a thousand; they cut their lumber which costs them $12 a 
thousand ; they do not take any sales whatsoever in that year ; in Columbia 
that inventory at $15 a thousand for what they had in the begin- —r , 
ning and what they cut during the period, they show a profit c^n ants 
which they never earned. On the other hand, if they open with 
$15 a thousand, and they cut lumber which costs them $20 a Lennard 
thousand ; they do not make any sales whatsoever in that year ; in Cross- 

10 $15 a thousand, they show a loss that they have not had.
Q. Well then, is it the case, witness, that all the lumber 

concerns in British Columbia, or practically all the lumber con 
cerns, including the Chemainus Mill and the B. C. Fir & Cedar 
are engaged in a dishonest practice, is that what you say 1? A. 
I didn't say it was dishonest at all.

Q. Well, you cannot go any further? A. I say it is not 
correct.

Q. Well now, are you saying it is honest or dishonest? A. 
No, I am not.

20 Q. Which? You are saying neither? A. I am saying 
neither.

Q. You are saying neither. A. I say that in some in 
stances it might be dishonest, because it might not disclose the 
true position of the company; and in that way, if a man was a 
shareholder of a company, and the true position was not disclos 
ed, he might sell his shares for less than their value, and it might 
lead to all sorts of practices.

Q. If you show that you are valuing your inventory at $15 
to start with, and valuing it at $15 to end with, do you say that is 

30 dishonest ? A. I say that it is misleading.
Q. Do say it is dishonest? A, No, I won't say it is dis 

honest.
Q. Very well. You say that it is unreasonable; is that 

right? A. That is right.
Q. All the lumber concerns of British Columbia have adopt 

ed an unreasonable practice, is that it? A. Those that have 
adopted that aspect are unreasonable?

Q. Including Mr. Foster; he is unreasonable? A. No.
Q. He says the best guide in this respect is to be consistent 

40 in the method of inventory pricing and to be satisfied always that 
market value has not been exceeded. A. Yes.

Q. So that he is quite content with taking any basis of val 
uation so long as you are consistent and do not exceed the mar 
ket price ? A. Yes, and so long as it runs over a period of years,
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RECORD and so iong as the cost of manufacture is disclosed with the in- 
inthe veiitory price, so that every man who reads may form his own

Supreme Court Calculations.

Columbia Q- Exactly. But taking the inventory value at a fixed and
—- consistent price, do you say that it is reasonable or unreason-

Defendams able? A ^ j gay it ig unreasonable.
W. J. Barrett- Q* Unreasonable ? A. Yes.
Leonard Q. So that you differ from Mr. Foster 1? A. No, I don't 
Cross- Q. We have got both your statements. A. I am dealing 
Examination now with a definite period. 10 
June 10,1933 Q Never mind about the definite period, I will come to that 

) j^ a moment. But so far as the ordinary business of the lumber 
concerns is in question, do you say it is reasonable or unreason 
able! A. Yes, I say it is reasonable and conservative.

Q. Yes. 1 thought we wouldn't have any trouble in the end 
—as an honest and reasonable practice. A. I say that is rea 
sonable and not necessarily dishonest.

Q. Yes. So that what it comes down to—by the way, you 
are satisfied, are you not, that the Cameron Lumber Company 
has adopted and followed this system consistently for at least 20 
ten years? A. For a number of years, at least; I don't know 
for how many.

Q. You would not dispute what Mr. Miller said, that it was 
for 10 years I A. No.

Q. Now, doesn't it come to this, witness, that the lumber 
company is to change a perfectly honest and reasonable and long 
established system, for the purpose of allowing the insurance 
company to escape payment of a loss? A. No.

Q. Well, isn't that exactly what you are trying to do? 
A. No. 30

Q. You are not trying to do that ? A. No.
Q. Aren't you suggesting that the lumber company should 

change its system? A. For the purpose of arriving at the pro 
fit in a given period, yes.

Q. Yes; that is to say, they are to throw overboard all their 
practice and principles which you conceive are honest and rea 
sonable, and shared in by practically all the concerns in British 
Columbia, in order that you may work out this new system of 
yours, which will enable the Insurance Companies to escape 
from the loss ? A. No. 40

Q. Well, doesn't it come to that? A. I am working out 
that system for the purpose of deciding whether there is any lia 
bility on the part of the Insurance Company or not.

Q. Exactly. Isn't that what I said in other words? A. I 
am not here to assist the Company to escape from paying what 
they owe.
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Q. Well, if you do not like that expression, isn't what you RECORD 
have just said exactly equivalent to what I say, that you are iathe 
putting forward this new system of yours, and insisting on the Supreme Court
T i /-M ^1 i i -j. j. 1 j j. of BritishLumber Company throwing overboard its own system, and adopt- Columbia. 
ing your system, with the result which will obtain for the Insur- —r , 
ance Companies, escape from the loss; isn't that right? A. For Q ŝeen ants 
the purpose of arriving at the true position from one point to w. J. Barrett 
another. Lennard

Q. Can you answer my question 1 Isn't what I said right? Cross- 
10 A. For the purpose—will you repeat the last part of it?

Q. Are you not insisting on the Lumber Company throwing 
overboard a perfectly honest and perfectly reasonable system 
adopted and maintained by them for at least ten years, with the 
result of introducing a new system of yours, so that the further 
result will be that the Insurance Companies will escape payment 
of a loss? Isn't that correct? A. I think that is a rather in 
volved question, Mr. Mayers.

Q. Cannot you understand it? A. If you will put it in 
three questions. 

20 Q. Cannot you understand? A. I can understand it.
Q. Then answer it. A. I am not asking them to throw over 

board a system which has been in use for ten years for the pur 
pose of assisting the Insurance Company to escape its liability.

Q. I didn't say that, witness. You heard the question, and 
you say you understand it; why cannot you answer it?

The Court: Well, I think that is what you asked him; you 
asked him, I think, if he was suggesting that the Company should 
throw over a system which it had carried on for ten years, with 
a view of the Insurance Companies escaping loss. 

30 Mr. Mayers: No, with the result—not with the view, but 
with the result. (Stenographer reads question). Not a word 
about his purpose or view, or anything of that kind. Thinking 
over the question, and having said you understood it; could you 
answer it? A. I am asking the Assured to set up a statement 
upon such a basis as will be fair, such a basis as will fairly pre 
sent the result of operating from the 1st of March to the 31st 
of December, or some other such period, after the fire.

Q. You know that is not an answer to my question. A. I 
cannot answer it any other way.

40 Q. I see, you do not mean to answer it. That is your view 
of what is fair, isn't it? A. Yes, my view of what is fair.

Q. By the way, witness, you were retained by the Insur 
ance Company, and you made a lengthy report, did you not? 
A. I did.

Q. And your conclusion was that the Cameron Lumber 
Company had no claim; isn't that right? A. That is right.
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RECORD Q. S0 that you are vitally interested in maintaining the
iathe conclusions in your report, aren't you? A. I have no reason

Supreme court to change my opinion from the time I made it.
&'mbia Q- Come on. A. I don't think I am.

— Q. Aren't you vitally interested in maintaining your re- Defendant's porU A I don't think I am.
w. CJ. Bartett- Q- ^ ^oes no* matter to you a particle if you are found 
iennard to be wholly wrong? Can you answer that question? A. Just 
Cross in what way do you mean?
Examination Q. j mean exactly what I say. It does not matter a particle 10 

^° you wnetner vou are found to be wholly wrong; is that what 
you say? A. Well, in what way doesn't it matter?

Q. Couldn't you answer the question? A. No.
Q. You don't understand? A. I do; there are two ways 

that I can answer it.
Q. Well, answer it in both ways, if you like. A. First 

of all, then, I will answer it in this way, that it doesn't make a 
single bit of difference to me, as far as I am concerned, whether 
the Insurance Company wins its claim or whether it does not. 
That is one answer. The other answer is that I am submitting 20 
here my opinion, made at the time that I gave that report, that 
there was no claim then; and I support that contention now, nat 
urally. Naturally I support my claim.

Q. Then you are interested in maintaining it ? A. Yes, in 
the latter sense, yes.

Q. Certainly. And by the way you spent some six months 
in investigating this matter, didn't you? A. Spent some six 
months—six weeks probably of time in that time.

Q. Well, six months ? A. Continuous time ?
Q. Didn't you employ six months in investigating the mat- 39 

ter? A. No.
Q. You did not? A. No.
Q. Were you engaged in investigating this matter for a 

period of six months? A. No.
Q. You remember making an affidavit in an appeal in this 

matter, on the 6th of April 1932—do you remember that ? A. I 
remember an affidavit, yes.

Q. Did you say this: "I was engaged solely on an investi 
gation relating to a claim for indemnity under what is known 
as use and occupancy insurance, and was so engaged over a 40 
period of six months?" A. That is quite true, over a period, 
but not continuously.

Q. I think I put that very thing to you, whether you were 
engaged over a period of six months. You now state that you 
were; that is so? A. Part of the time ever since April, 1931, 
I have at different times engaged myself in this work.
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Q. Isn't that a similar question; I asked you, were you en- RECORD 
gaged over a period of six months? A. I was engaged part of jnthe
the time. Supreme Court

Q. You didn't like the phrase? A. I didn't like to sug- &f«£ 
gest that I was occupied fully for six months. —— ,

Q. Why did you use the phrase in your affidavit—because ^e nts 
this is your language; you say engaged over a period of six w j Barrett- 
months. A. My understanding of that is that it was intermit- Lennard 
tently over a period of six months. Cross- 

10 Q. And every facility was afforded you by the Lumber Com- Examination 
panyl A. Yes. JTCom-df3

Q. And you were satisfied of the correctness of their books 
and accounts'? A. Yes, with the explanations that were given 
to me.

Mr. Bull: I think if my learned friend will read the rest 
of that sentence in the affidavit it would show fairly what the 
statement was.

Mr. Mayers: Certainly, I will read it, if you like. I cannot 
understand why the witness cavilled about it. 

20 Mr. Bull: It was not all read.
Mr. Mayers: I asked him that specific question, whether 

he was engaged over a period of six months; and I don't think 
I have his answer. "I was engaged solely on an investigation re 
lating to a claim for indemnity under what is known as use and 
occupancy insurance, and was so engaged over a period of six 
months, during which time I spent approximately forty full days 
in the investigations and in the preparation of my report here 
inafter referred to." Can we agree that you were engaged over 
a period of six months ? A. I was engaged for forty days. 

30 Q. Over a period of six months ? A. Over a period of six 
months.

Q. You were engaged over a period of six months? A. 
Yes, I agree with that statement.

Q. You I think have relied on a comparison of the prices 
prevailing on the lumber industry generally, have you ? A. No, 
I have not.

Q. Is this correct, that we, that is the Insurance Compan 
ies, are entitled to take into consideration the knowledge of con 
ditions which have existed in the lumber industry for the months 

40 of February, March, April and May? Is that correct, is that 
your view 1 A. Well, Mr. Mayers, I would like to have—if that 
is part of my report I would like to see exactly what is written 
both before and after that.

Q. I am entitled to ask you a question quite apart from 
your report. A. Yes.

Q. Do you say that that represents your view?
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RECORD ]yfr. Bull: What is my learned friend reading from 1
Mr. Mayers: Do you say that that represents your view? 

A. I would say yes we are entitled to do that. 
Columbia Q. Yes, the conditions which have existed in the lumber in- 
Dcfendam's dustry, you say that in your view you are entitled to take those 
Case into consideration; is that right? A. Yes. 
W. J. Barretc- Q. Well, as a matter of fact the business of the Cameron 
Lennard Lumber Company was so special and peculiar to itself, that there 
Examination was no rea^ relevant comparison between its circumstances and 
June 10,1933 those of the lumber industry in general; isn't that correct? A. 10 

(Cont'd) The prices of the Cameron Lumber Company dropped, more es 
pecially in that period, in that period of 1930-31 than the com 
bined prices of all the B. C. Mills.

Q. Having got that in, witness, can you answer the ques 
tion; are not the circumstances of the Cameron Lumber Com 
pany, of the nature of its business, so special as to render any 
comparison with the lumber industry in general quite worthless ? 
A. I don't think so.

Q. You don't think so? A. No. Although we make no 
comparison, I don't think. 20

Q. You have just told me you were entitled to take into 
consideration the knowledge and conditions existing in the lum 
ber industry? A. Yes.

Q. You don't want to take that back? A. No; but in mak 
ing up our statements we took no cognizance of anybody else but 
the Cameron Lumber Company. We made no reference to any 
body else.

Q. Is this true, that the Cameron Lumber Company's pro 
duct being of a high class it commands a better price than the 
average run by the Mills? A. That is true. And the cost of 30 
production is relatively high.

Q. Now, is this your view—what is that ? A. And the cost 
of production is relatively high, proportionately high.

Q. Is this your view; cost and selling price bear no relation 
to one another. The lumber companies, no matter what their lum 
ber has cost them, must take market price offered when disposing 
of the lumber on hand? A. That is right.

Q. That is your view! A. Yes.
Q. What was there to prevent the Cameron Lumber Com 

pany in 1931, if their mill had not burnt, from leaving their stocks 40 
entirely on hand, going out and buying their lumber or logs at 
lower costs, manufacturing them at lower cost, and having a 
year's business entirely irrespective of their inventories altogeth 
er? A. I know nothing about that.

Q. Do you say that that would be impossible? A. No.
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Q. Have you taken that into consideration in your volum- RECORD
inous calculations you have made ? A. No. I have nothing pre- /„ tbt
sented to me to show me that that was the case, or that that was Supreme Court., .,., ' of British 
a possibility. Columbia

Q. It is not at all the case that lumber companies, or at any 
rate this Lumber Company, must take any market price that is 
offered, is it? A. Yes. w. j. Barrctt-

Q. If they do not want to sell I A. They hold it until they Lennard 
can sell: but they finally have to take the price of the market °"•* y\ A j i j • j_i n i10 at the time they sell. june 10j 1933

Q. Certainly; but supposing they do not want to sell? A. (Com'd) 
Then they can hold it. And in holding they have all the expense 
of holding, interest and insurance, and what not ; and finally they 
have to have a considerably higher price than they would have 
had to have if they sold it at first.

Q. Does not lumber appreciate in value if you hold it ? A. 
Yes.

Q. Now, again, deal with this question of the sale of a large 
proportion of clear lumber in a certain month. All that that 

20 means is that the remainder of that particular cut is left in the 
stock? That is all that means, isn't it? A. Yes.

Q. And they can hold that as long as they choose, and sell 
it when it becomes profitable to sell it, cannot they ? A. Yes.

Q. There is no justification in sticking them with a low cost 
for a particular month because prices happen to be low in that 
month, is there? A. No. No, we don't attempt to do that. My 
argument in connection with the averaging value applies to the 
monthly period. It does not apply over a year. Because there 
you get your average.

30 Q. Are you contending that the clause with reference to con 
sideration being had of the experience before and after the fire 
means the experience of the Company prior to the fire, in which 
the factors are similar to the factors existing at the time of the 
fire? A. My report is this, that no limit is mentioned, but we 
feel that conditions in the policy should be interpreted to mean 
that the period for consideration before the fire should be that 
period during which there is no vital change in the basic factors.

Q. It would be easy to answer my question. Do you remem 
ber my question? A. No. 

40 Q. I suppose you have forgotten it? A. Yes.
Q. Is this correct, that the clause in the policy that I have 

mentioned means the experience of the Company prior to the fire 
in which the factors are similar to the factors existing at the 
time of the fire; is that correct? A. Is that part of the policy ?
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RECORD Q. is that correct, what I have read ? A. Are you reading 
hlhe it from the policy? Please do not misunderstand me. I under- 

SupremeCourt stand you now are asking me if this that you are reading from 
Columbia the policy is correct.

— , Q. I am simply asking you whether you can answer my 
Case S question as to that being correct or not. Is it your view ? A. I 
W. T. Barren- Sa7 that the period for consideration before the fire should be 
Lennard that period in which the basic factors remain the same. 
Cross- Q. Can you forget your report for a moment, and concentrate 
Examination yOUr attention on my question? Is it your view that the clause 10 

(Con't'd) 33 ^ *ne P°licy means the experience of the Company prior to the 
°n fire in which the factors similar to the factors existing at the 

time of the fire? A. Yes.
Q. That is your view? A. Yes.
Q. I thought so. Is this correct, that the experience before 

the fire is only a foundation upon which to construct the proba 
bilities after the fire? A. Quite true.

Q. So that if conditions were quite different after the fire, 
the experience before the fire would have no relevancy at all? 
A. That is right; excepting that that would be what you would 20 
build on, and you would alter your factors accordingly.

Q. Although the experience before the fire was totally dif 
ferent, or, rather I should say, although the conditions after the 
fire were totally different from the conditions before the fire; is 
that it? A. You would have to take both experiences.

Q. Why? A. Your policy states that due consideration 
must be given to the experience before the fire, and the probable 
experience thereafter.

Q. Yes; and if the conditions after the fire were totally dif 
ferent to the conditions before the fire, do you think any due con- 30 
sideration would be due to the experience before the fire? A. 
Not undue consideration.

Q. Or any consideration? A. Yes, there might be factors 
that might or might not be the same.

Q. Although conditions were quite different? A. If they 
were all different, then you could not take the period.

Q. Then you could not take any notice of what happened 
before the fire ? A. No. But I don't know how you would know 
that.

Q. Well, you won't anticipate, witness. Who is Mr. Thomp- 40 
son? A. Oh, Mr. Thompson has something to do with one of 
the Insurance Companies.

Q. Is this correct, witness: If there was any basis which 
could be used in an attempt to build up a figure which would re 
present normal sales, then the upward or downward tendency of 
sales would be a factor, but sales are of such a fluctuating nature
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and dependent upon so many conditions that it would be almost RECORD 
impossible to state whether the business done by a Mill Company i« tbt 
after a fire, no matter what stock they might have had on hand *"f%r™£ot"t 
or their capacity for producing stock might be, had been affected Columbia 
by the fire or not. Is that correct ? A. That is correct, yes. Defendant's

Q. And that is the principle you have been proceeding on ? Q^ 
A. I have been basing my statements on the experience prior to w. J. Barrett 
the fire. Lennard

Q. Could you just answer my questions ? Have you used the Cross- 
10 principle that I have just stated, and that you say you adhere to, 

in your calculations'? A. I am afraid I don't understand your 
question.

Q. Well, I read to you, or I asked you a question dealing 
with this matter of principle, and you say you adhered to it, and 
it was correct; you remember that, don't you! A. Yes.

Q. Now I ask you whether you used that principle in mak 
ing your calculations ? A. To the extent that we have given the 
Assured the benefit of the maximum sales prior to the fire.

Q. That is to say, what you have done is just to assume that 
20 the sales after the fire would have been the same as the sales be 

fore the fire? A. Would have been as great.
Q. No greater? A. No greater, no.
Q. And that is the principle that these statements have 

been prepared on? A. Yes. Because our own experience was 
that there was a downward tendency in sales, both in quantity 
and in value prior to the fire. And that was all we had to go upon.

Q. You did not allow for any fortuitous occurrences, such 
as those that Mr. Cameron or Mr. Miller mentioned ? A. No.

Q. There is no doubt at all that owing to the lack of facili- 
30 ties the Wilfert Mill costs were considerably higher than those 

at the Cameron Mill? A. I would assume they would be.
Q. Is this correct; Had the Wilfert Mill operations been 

profitable the insurance companies might have claimed that the 
profits from this Mill would have been considered as a reduction 
of the losses covered by the policies ? Does that correctly repre 
sent your view ? A. Any profit that would be made on the oper 
ation of any Mill but the Cameron Mill, some substitute Mill, 
would be a credit to the Insurance Company.

Q. Then the answer to my question should have been yes; 
40 is that so? A. Yes.

(Court here adjourned until 10:30 a.m. Monday next, June 
13, 1932.)

Q. I see on page 53 of your report that you express your 
self as follows: In connection with the flat rate in point of prac 
tice of the Chemainus Lumber Company who have for years been 
valuing their inventories at $10 practically, and the B. C. Fir &
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RECORD Cedar Lumber Co., who have valued their inventory at $18 per
in the thousand, the difference in the valuation being on account of the

sh°urt difference in the grade of lumber which these Mills turn out.
Columbia Is that correct? A. Yes, that is correct.
Defendant's Q- *s that the. B - ^ -^r * Cedar Lumber Company for which
Case vou a°t as an auditor? A. Yes.
W. J. Barren- Q. You said, I think, that you acted for the Eburne Mills 1

Examination Q- Is that not so? A. No; I said that we acted for the 
June 13, 1932 Insurance Companies in certain of the adjustments of the Eburne 10 

(Cont'd) loss on sawmills.
Q. When was that? A. That was last week.
Q. That was a small amount which the Eburne sawmills 

claimed to recover? A. They have claimed it.
Q. And recovered? A. Not yet.
Q. It has been allowed? A. It has not.
Q. Hasn't it? Are you sure of that ? A. Quite certain.
Q. Now during the six months period over which you were 

investigating these questions, did you become aware of any change 
in the conditions of the lumber industry? A. Yes, there was 2° 
a constant change in the condition of the lumber industry.

Q. Was one of the changes this, that some of the mills and 
some of the mill workmen combined in a co-operative system? 
A. I understand that, but I know nothing of it myself.

Q. You know, do you not, that the general lines of that sys 
tem were that the Mills would be operated, fixed charges and ex 
penses would be paid first and then any residue would be divid 
ed between the group operating the Mills, which would be the 
men, and the management ? A. I know nothing about that.

Q. Have you never heard of that? A. I have heard, but 30 
that is not of my own knowledge.

Q. You have heard that that condition has prevailed in 
1931, haven't you? A. I have heard that certain Mills have 
made some arrangement for co-operation with their employees.

Q. Such as I have indicated? A. I did not hear the de 
tails of it.

Q. One of the Mills was the Eburne Mill, wasn't it? A. 
Yes.

Q. Whose affairs you have been investigating? A. Yes.
Q. Another mill was the Sidney Lumber Company ? A. I 40 

believe so.
Q. Another mill was the Mohawk Lumber Company? A. 

I have heard of that.
Q. In the event of that system being developed there would 

be no doubt at all that the Cameron Lumber Company would
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w. J. Barrett- 
Lennard

ross"

(Cond)

have made their fixed charges and expenses in 1931, was there? RECORD 
A. I know nothing of that.

Q. If the system which I have indicated had been used by 
the Cameron Lumber Company in its own mill would there be Columbia 
any doubt that they would have made their fixed charges and ex- 
penses? A. No, they might not have made their fixed charges. case

Q. Even with that system ? A. Even with that system,
Q. Yes, I see; you go as far as that, do you? A. I know 

nothing about it, Mr. Mayers.
*0 Q. Well, do you go as far as that? A. I say that they 

might or might not.
Q. Well, which would you say ; which are you saying ? A. 

I am saying that they might, or again that they might not. I can 
not go any farther than that.

Q. Now, I want to ask you a few questions about deprecia 
tion. Supposing I am a mechanic in a small way with a limited 
plant, and after I am working a while, I live sparingly and ac 
cumulate in a few years an entirely new working plant, for which 
I have used the profits; is there anything wrong in that? A. 

20 Not at all.
Q. It is perfectly reasonable or honest for a company or 

individual to depreciate his plant, or their plant, to any extent 
that they consider necessary, and thereafter to cease depreciat 
ing, isn't it? A. Quite, yes. So far as they themselves are con 
cerned.

Q. Yes; perfectly honest and reasonable? A. Yes.
Q. Now you made some comments about the proceeds from 

the Northern Electric Company's contract. You remember that, 
do you ? A. Yes.

30 Q. You disallowed some $20,000 which we had included in 
1931? A. Yes.

Q. And you did that on the ground that the contract hav 
ing been made in 1930, all the probable profits from that con 
tract should have been included in 1930, and not 1931 ? A. That 
is right, yes.

Q. Yes. A. They had completed the sale.
Q. Yes. Now isn't it the case, if we followed out your theory 

in that respect, that we should have had an additional sum of 
$13,000.88 in 1930 against that? A. $11,445.20 are the figures 

40 given me. Yes, that would be in 1930, yes.
Q. So that instead of our showing a loss in 1930 we should 

have shown a profit of some 6,000 in 1930? A. In considera 
tion that you would have sold that 11,445.20, there would be that 
much less loss than your figures show; yes, we give you credit 
for that.
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Q. Well, have' you ? Have you done so, witness ? A. In 
dealing with 1930.

The Court: Yes, now take that right from its beginning 
and work it out the way you represent it; and tell us the story.

Mr. Mayers: I could elucidate that, my lord.
The Court: Perhaps the witness can, if he knows. A. 

May I see one of these exhibits.
Mr. Mayers: May I ask questions, my lord.
The Court: Yes, carry on.
Q. The Northern Electric Company's contract was for 97,- 10 

406 pieces, was it not? A. Yes, I believe that is correct.
Q. Eighty per cent of the purchase price was paid in 1930 ? 

A. Yes; charged to them, and I don't know that it is paid; it 
was charged to them in 1930.

Q. Anyhow, the Cameron Lumber Company took credit in 
1930 for 80 per cent 1 A. Yes.

Q. Leaving 20 per cent not taken credit for? A. Yes.
Q. Isn't that right? A. That is right.
Q. Now, the 20 per cent works out at 17 cents per cross-arm, 

does it not? A. I didn't work it out at all. 20
Q. Will you take my suggestion that that is so? A. Yes.
Q. And 97,406 pieces at 17 cents each would produce $16,- 

559.02; will you accept that? A. I will accept that, yes.
The Court: That is 20 per cent of the total price.
Mr. Mayers: Yes, my lord. Now the cost, or the extra cost 

I should say of working up such a stock in trade as would be ap 
propriated to these cross arms would be $3 a thousand ? A. Sub- 
ject to the correctness of your figures.

Q. And $3 a thousand on 1,278,454 feet would be $3,835.36; 
do you accept that? A. Yes. 30

Q. Leaving a profit of $12,723.66; that is correct, is it ? A. 
Yes.

Q. Then one has to take account of sales tax amounting to 
$1,622.78; that is right, is it? A. Yes.

Q. Leaving a balance— A. I am accepting your figures, 
Mr. Mayers.

Q. Well, they can be checked. A. They can be checked 
afterwards.

Q. Leaving a balance of profit to be included in 1930 of 
$11,100.88? A. Yes—the profit would be included in 1930. 40

Q. Yes. Now if you take that $11,100.88 into account it 
transforms your loss of $7,000 for the year 1930 into a profit of 
some four or five thousand dollars ? A. Yes.

Q. Now, take the case of the Cameron Brothers Timber 
Company rebate. You understand that, don't you ? A. Yes.
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Q. It was an allowance made by Camerpn Brothers Tim- RECORD 
ber Company to Cameron Lumber Company in respect of logs itttbe 
purchased by the latter from the former? A. Yes. Supreme Court

Q. The total amount of that rebate charge was $5,900, wasn't Columbia 
it ? A. About that, yes, in the year 1931. .—T ,

Q. You say you could have included those rebates in the c^n ants 
1931 accounts, don't you? A. I refer particularly to the months w. j. Barrett- 
of January and February. Lennard

Q. I suppose your line of reasoning would include all fu- Cross- 
10 ture months, wouldn't it? A. In the 1931 accounts? Examination

Q. Yes. A. If there were any rebates, as the result of do- Cont'd 
ing business in 1931, which had not been disclosed in the books, 
then I would say that if the books were incorrect in that extent 
they should be credited back in 1931. I am only dealing with 
the figures presented.

Q. The Cameron Lumber Company should not have includ 
ed this in 1930 accounts, but 1931 ? A. They should credit it in 
1931 when they received it, to the surplus account, and not to 
operating account of 1931, if it was applicable to the year 1930. 

2° Q. Stripped of all these conditions, your theory comes to 
this, that whatever the Cameron Lumber. Company received in 
the way of rebates in 1931 should not have been included in the 
1931 account, but should have been included in the 1930 accounts ? 
A. Provided they were applicable to logs purchased in 1930; 
because that reduced the price of logs in 1930.

Q. Very well. The $5,900 which the Cameron Lumber Com 
pany received by way of rebate in 1931 was all applicable to logs 
purchased in 1930, wasn't it? A. So I understand.

Q. Well then, you should have credited us in 1930 with 
30 that $5,900, shouldn't you? A. Yes.

Q. And that would have increased our profit to something 
like eleven or twelve thousand dollars. A. All right. Now, I 
think I was to be given the opportunity of explaining that $11,- 
445.32.

The Court: You can explain anything you want to explain. 
A. The $11,445.20 is not disclosed in the 1930 accounts, but a 
portion of it is disclosed in the 1931 accounts. Now upon mak 
ing enquiries as to the meaning of the $11,445.20 I was told that 
this—may I read a letter in that connection?

40 The Court: Yes. A. On the 12th of April 1932 I wrote to 
Mr. Grogan as follows: "There was one matter that I did not 
clear up the other day when I was in Victoria and that is the 
method of handling the 97,406 Cross Arm Billets which are men 
tioned in the report, page 24, for the year ended 31st December, 
1930.
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in the of $11,445.22 which it was expected the Company would receive

supreme court when these billets were shipped.
of British rr
Columbia "My understanding of the situation is that these billets were
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Lennard sales during the period when the charge was made, later, when
Examination ^e additional 20 per cent had been received, lumber sales would
June 13,1932 ^e credited with the amount but there would be no further neces- 10

(Cont'd) sity for putting through any reference to quantities.
"Would you kindly have Mr. Campbell make up a statement 

showing when the balance of the money was received and how 
the credit was passed through the books." On the 13th of April 
I received a copy of a letter which is signed by Mr. Camptoell, 
the accountant for the Cameron Lumber Company, addressed to 
Mr. L. A. G-rogan: "With reference to the letter of Mr. Barrett- 
Lennard, dated April 12th. Mr. Barrett-Lennard's understand 
ing of the situation is correct," That is, that the $11,445.20 ap 
plies directly to the year 1930. "We beg to draw your atten- 20 
tion, however, to the fact that our statement of December 31st, 
1930, neglected to take into consideration sales tax. These arms 
were sold to the Northern Electric Co. Ltd. at a contract price 
of 85c per arm, including sales tax, which was 2 per cent at that 
time. "For your further information we might say that the ma 
terial sold and paid for by the Northern Electric Co. Ltd., is in 
the form of rough billets. The cross arms are ordered out from 
time to time by them, and as these orders are received we manu 
facture and ship out the arms accordingly. The Northern Elec 
tric Co. Ltd., however, only order these arms out as they are re- 30 
quired by them, and from the following .statement you will see 
that there are still 77,756 pieces to be shipped—as at March 31st." 
Then do you want me to go into details on that?

The Court: You are making the explanation. A. "The 
following is a summary of the account as at March 31st, 1932:

"December 31st, 1930
Due on shipment, 97406 pcs. 3|x4J-10 ft,

Crossarm Billets, at 17c per arm: $16,559.02
Less Allowance for sales tax on full value

of Arms; viz. 97,406 pcs. at 85c each 40 
$82,795.10 at 1.96% 1,622.78

$14,936.24
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Shipped for period Jan. 1st 1931, to Mar.
31st, 1932,19,650 Arms at 17c per arm; $3,340.50

Less Allowance for sales tax on full value 
of Arms; viz. 19,650 at 85c, $18,667,50 
at 1.96% 327.37

Representing Sales as per ledger

Balance still to be shipped 77,756 pcs. 
10 Proof:

77,756 pcs. at 17c $13,218.52
Less 1.96% Sales Tax 77,756 pcs. at
85c—$66,092.60 1,295.41

3,013.13 

$11,923.11
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$11,923.11
(As above).

"Note: This statement does not take into consideration the 
cost of manufacture and shipping; namely, $5,113.82. "Reve 
nue derived from shipment of these arms has been credited to ac-

20 count in the general ledger bearing the title: "Manufacture Only 
of Paid-for-Crossarms," and is shown on our monthly sales state 
ments under that heading no footage, of course, being included.'' 
From that heading, Manufacture Only of Paid-f or Crossarms, we 
get the amount of $2,070, credit in the 1931 on account of the 193 J 
transaction.

The Court: Well, that is the position Mr. Grogan takes; 
what have you got to say A. He agrees with me that it was 
a 1930 credit.

The Court: That it ought to have been ? A. That it ought
30 to have been.

Mr. Mayers: Are you suggesting that your so-called ex 
planation detracts in any way from the questions and answers 
given before? A. No—I am not through yet, Mr. Mayers. I 
would like to see the exhibit, three statements of account there 
—it is a long sheet—Exhibit 18 (handed to witness). Exhibit 18 
was prepared for the purpose of showing that in the last five 
months, or in the period prior to the fire the Assured was not 
making fixed charges. We did not take that statement, as I have 
explained, and charge in there all of the things that might have

40 been charged against the Company. For instance, there is de 
preciation which can be added to that list. And we did not cred 
it the $11,445. The $11,445 is a lesser sum than the deprecia 
tion.
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Mr. Mayers: Are you finished? A. Yes, Mr. Mayers.
Q. We then come back to the same situation that you did 

not allow in the 1930 accounts either this 11,100.88 or the $5,900 
for rebate? A. No.

Q. What I have said is right, isn't it? A. Yes; that is 
right—with my explanation.

Q. You have also mentioned certain items of what you call 
non-recurring revenue. A. Yes.

Q. Did you search to see whether there were any items of 
non-recurring expense ? A. I did not discover any; I went care- 10 
fully over the accounts.

Q. Now, I will suggest some for your consideration. The 
Cameron Lumber Company repaired the roof of the power plant, 
did it not ? A. That is not shown in the accounts.

Q. It is not? A. I have not discovered it.
Q. You did not find in January, 1930, in the general ledger 

on page 38 an item for labour $208.65? A. I did not see the 
general ledger.

Q. Well, it was open to you, was it ? A. I know; and I 
accepted their monthly statements. 20

Q. It was quite open to you, wasn't it? A. Yes, it was.
Q. Did you not find on page 3 of the monthly report for 

February 1930 an item for the same purpose, material 1,339.41, 
and labour 507.94? A. Where is that?

Q. Page 3 of the February 1930 report; roof of power plant, 
material 1,339.41, labour 507.94? A. Yes.

Q. You find that ? A. Yes. Now, I might go back to Jan 
uary, please; they have shown to me in the January accounts.

Q. We will find that, we will get it. In the meantime, did 
you find at page 3 of the March 1930 report—did you find the 30 
same item, material 350.16 and as to labour 704.71 ? A. Yes.

Q. You found on page 3 of the April 1930 report a charge 
on the same item, labour 63.20? A. Yes.

Q. You found on page 3 of the June 1930 report, a charge 
for the same item, for material 321.34? A. Yes.

Q. Making a total of $3,495.45. You accept that figure? 
A. I believe your figure, yes.

Q. Would you say that is a non-recurring expense? A. I 
would think so, yes.

Q. Now, did the Cameron Lumber Company replace in the 40 
boiler house an old type furnace with a new grateless furnace 
in 1930? A. Where is that shown?

Q. Did you discover that? A. No. Where does it or-cur?
Q. On page 4 of the December 1930 report; did you find 

items for material 1,042.85, and labour 232.79? A. Yes.
Q. Making a total of 1,275.64? A. Yes.
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Q. And you would call that a non-recurring expense, would RECORD 
you? A. Not for furnace grates, I would not. in the

Q. Why? A. They are not repairs. ySf0"'
Q. Would they buy them in other years ? Do you think re- Columbia 

placing an old type furnace with a new grateless furnace would .—r , 
occur every year? A. That is if the Company took the old out ^^ ants 
and replaced it with the new. W. J. Barrett-

Q. Well, do you think replacing an old type furnace with Lennard
new grateless furnace would come every year? A. No. £ross: . in /^ TT PI -i j? ij. j.- j. • Examination 1U Q. Have you found any item for alterations to conveyor in june 13 1932
the power plant ? A. No. (ConVd)

Q. You see on page 4 of the December 1930 report an item 
for that purpose of 159.35 for material and 177.70 for labour? 
A. On page 4, under what heading ?

Q. Alterations to conveyor in power plant. A. Yes; 
$337.05.

Q. Yes. Would you call that a non-recurring expense? 
A. It might or might not be.

Q. Would you give us the benefit of the doubt ? A. Yes, 
20 I will admit that that is a non-recurring expense, if you wish.

Q. Well, did you allow the two items that you agree are a 
non-recurring expense? A. No.

Q. You did not? A. No.
Q. So that we should take credit for $3,800? A. On the 

face of the figures, yes.
The Court: What does that mean? A. When Mr. Mayeis 

is through I will explain.
Q. That would increase our profit by $3,800? A. On the 

surface of it, yes.
30 Q. Now, you have another explanation? A. I have. I 

have this to say, that in every year you will find that in every lum 
ber company, or any other company, there will be non-recurring 
expense, if you wish to put it in that way. And if I find in 1929 
that they have an expense account of $29,000, and I find that in 
the year 1930 they have expenses of a somewhat similar sum, 
though in detail of different nature, I would say that they were 
non-recurring expenses, in the similar amount, if you wish to 
call them non-recurring, throughout the whole of the life of the 
plant. This plant has been in existence for some time, and the 

40 necessity for repairs of a particular or of a general nature are 
coming up year after year; and it proves the necessity for the 
provision for depreciation, which we claim.

Q. Well, that has nothing to do with your omission of $3,- 
800? A. I think it has. For the items which you call atten 
tion to have simply been put up in the books as particular items;
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RECORD anc]_ these particular items will be found during the whole of the
in, he life of the business.

Supreme court Q. Won't you also find items of non-recurring revenue dur-
Coiumbia ing the whole of the business? A. Not in the way of rebates

,— T- , on timber taxes, and that sort of thing.Defendants -eenants Q -Q^ other items? ^ There may be other items, yes. 
W. J. Barren- Q- And according to your method, you should include no- 
Lennard thing in the profit and loss account which does not relate to the 
Cross- general revenue of the year, should you? A. No. 
Examination Q js tnat right, or wrong? A. You should only have in 10 

ConV 932 *kat year tne items which particularly apply to the year, and 
which are not general items. No rebates in non-recurring ex 
pense that come in in the way of rebates on timber have been in 
cluded in former years under the heading of logs purchased, and 
so on.

Q. Do you suggest, then, that the Company should exclude 
non-recurring revenue but include non-recurring expenses? A. 
I suggest that when the Company drops income tax in a year, a 
refund of taxes, of that kind, it should be excluded.

Q. Are you suggesting that the Company should exclude 20 
non-recurring revenue but include non-recurring expenses? 
A. They should exclude non-recurring revenue if they should 
exclude non-recurring expenditure; but no non-recurring ex 
penditure of the particular quality which is included under that 
heading of repairs. Because I hold that repairs are not a non 
recurring expenditure.

Q. We have got around to the beginning again, witness. I 
understood you to agree with me that two of these items I men 
tioned were non-recurring expenses. A. I agreed, except I re 
served my explanation. SO

Q. You would naturally agree that they were non-recurr 
ing expenses? A. No, I do not.

Q. You do not? A. No. Take with the roof, that might 
have been non-recurring in that year, and the next year you 
would have to have some more non-recurring because you have 
to put in a smokestack, or because the boiler goes and you have 
to re-brick it ; and the next year you have to put in grates, and 
the next year re-construct a lot of your head saw equipment. 
Those are not non-recurring, because that is only incidental ex 
penses of the whole operation. 40

Q. A non-recurring revenue is not incidental? A. Non 
recurring revenue in the nature of rebate of timber tax, and 
that sort of thing is certainly not applicable except in the year 
it went in.

Q. Why not? Doesn't the Company get benefit from a 
thing of that kind ? A. They may get benefit in the shape of a
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very nice contract and that would not be non-recurring revenue; RECORD 
that would be ordinary revenue which they derive from the 
operation of their business.

Q. Then it comes down to this, you say they should exclude 
non-recurring revenue, and include non-recurring expenses? A. —7- , 
No, I didn't say that. I have not yet seen any non-recurring ex- c^een ants 
penses. W. J. Barrect-

Q. Well, you rather confuse me, witness; because when I Lennard 
asked you at first about these items you agreed they were non- Cros<: -. 

10 recurring. A. I beg your pardon, I did not. I agreed to the 
amount; and I agreed for the purpose of carrying on until I gave 
my explanation they were non-recurring.

Q. Now, I want to ask you a question or two about this 
hidden or secret reserve. I notice Mr. Bull preferred the word 
'' Secret''—I suppose it sounds more wicked. Have you the state 
ment before you, this monthly report, December 1930: and the 
statement for the year 1930, page 25? A. Yes.

Q. The only thing that that means is this, is it not, that 
taking the market prices in 1929, the end of 1929, there was an 

20 estimated excess in the value of the inventory of 61 thousand odd 
dollars? A. The market prices—the market prices you say; 
taking the difference between $15 a thousand and the average 
of $21.35 which the Cameron Lumber Company say is an esti 
mated value of the stock in yard there is thereby created a re 
serve of $60,000 between the price that they have priced their 
inventory at and the $15 which they took as arbitrary.

Q. Is not that exactly as I say ? A. That may be.
Q. That at the end of 1930, owing to the fall of market

prices, the estimated excess was only $10,000. A. I don't agree
30 with the market price, but the difference in the average at which

they took their inventory piece by piece and $15 leaves a reserve
of $10161.

Q. So what all these figures amount to is that by reason of 
fall in value of the market price or stock in trade their reserve 
at the end of 1930 is depleted by $15,000. Is not that right? A. 
Taking the difference between the value in the price of lumber 
in 1929 and 1930 there is a drop or loss of $50,000.

Q. Would you say it is a loss ? A. I say it is a loss.
Q. When they have not sold? A. When they have not sold 

40 it is a loss, because they could not go out and replace that lumber 
at that price which cost them $10.29, on their own showing.

Q. In 1930 they could have gone out into the market and 
bought that lumber at that price. At the end of 1931 they may 
have shown an increase on estimated value of some $10 a thou 
sand. A. No, because you can take a profit—because your mar-
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*rf PBrT?h°un Q* ^nen vou sav if- I na^ a stock which, at the beginning
Columbia of the year is worth $10,000 and at the end of the year is wortn

—- , $5,000, had I sold at the prevailing price, I sustain a loss of $5,- 
Uetendant s QQQ A j ^ if yQU had an ^^ Qf ^10>00p and you put your
W. J. Barrett- cas^ as $10,000 worth of lumber at the beginning of the year, and 
Lennard at the end of the year that lumber is only worth $5,000 and if 
Cross- you could go out and replace that lumber, you have lost $5,'000 ? 
Examination Q Arguing I had no intention of selling it, had no inten- 10 

d)32 ^on °^ senmS ? A- Even if you don't intend to sell you have 
' made a loss of $5,000.

Q. That is the system on which you base your accounts'? 
A. That is the system, and as old as the lumber business in Brit 
ish Columbia.

Q. Would you look at Exhibit 25 ? A. Yes, Mr. Mayers.
Q. And you see an item, opening inventory at $20. A. Yes.
Q. Where did you get that figure of $20 from? A. That 

is taking the inventory valuation at the 28th February, cost of 
manufacturing for the month of February was $19, the cost of 20 
manufacturing for the months of January and February com 
bined was $18.99. This company had on hand on the 10th Feb 
ruary 10,991,340 ft. They manufactured approximately at the 
rate of 2,000,000 a month, so that inventory would represent four 
months prior to the 28th February. They manufactured 2,251,- 
000 in February, and that cost them according to their statement, 
where they say total cost of manufacture, including allowances 
$42,809.36. 2,535,000 feet in January $48,353. 2,091,274 in De 
cember $48,143.89. 2,185,385 feet in November $47,005.18 
making a total for these four months of 13,056,346 feet, which 30 
cost them $1,360,696. Not counting the depreciation on the pro 
duction leaving that out of consideration, the average cost of that 
number was at least $20.34, which we inventoried at $20, which 
is giving the Cameron Company .34 benefit.

Q. Now you have applied that figure of 20c to the whole 
of the stock in trade at the yard ? A. Yes.

Q. Knowing that some portion of that stock in trade the 
magnitude of which is unknown to you or anyone else cost about 
$2.50 to manufacture ? A. Yes, and conversely you would have 
more to manufacture. 40

Q. And you have no means of working out the average of 
the proportion? A. Yes, I have.

Q. You can tell me the proportion of different sizes and 
grade of lumber in that stock in trade? A. No, I don't need 
to do that to work out an average ?

Q. I have heard what your average is? A. Yes.
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Q. The fact is that you have averaged this $20 to the whole RECORD 
stock of trade in the yard 1 A. Yes that is right. /„ ,be 

Q. Now you have taken the closing inventory of $17. A. SupremeConrt
-^•7- of Bntisb 
i 68. Columbia

Q. Notwithstanding the fact that some portion of that clos- —r , 
ing inventory will eventually have a further cost of manufactur- Q^ r s 
ing incurred to the extent of some $3 and will be sold at $47.70 ? ^ j Barren 
A. I have applied the same principle in closing as in opening. Leonard

Q. Is not that right 1? A. Yes. Cross- 
10 Q. And other portions of that stock in trade which you Examination 

value $17 will have extra cost in regard to some $6 or $7 a thou- / 
sand and will be sold at some $68.53? A. I have not seen any 
sold at that, but I will admit your argument.

Q. Have you not seen your December /31 statement. Do 
you see an item moulding $68.53 ? A. Yes you sold 487 feet of 
moulding at 68.53. The highest price for your lumber in Decem 
ber 1931 was $85.98 for 2,000 ft. of cross-arms. No, I beg your 
pardon, $90.76 for 487 ft. of cross-arms, and received on the 
same date only $20.34 for commons.

20 Q. And have you worked out the different proportions in 
this closing inventory of October 31, 1931, on which you applied 
the price of $17? A. No.

Q. Notice Exhibit 25— A. Might I just carry on through 
for a moment. The inventories, according to the Assured's own 
statements were composed of the following. In 1929 they had 
9,282,526 ft. stock in the yard, 55 per cent of which was common 
and 45 per cent was uppers or clears. In 1930 they had 65 per 
cent commons and 35 per cent clears, a drop of 10 per cent. In 
1931 they had 73 per cent commons and 27 per cent uppers, at a 

80 value say of $17. Thus, while their inventory composition shows 
a constant decrease or decline, I have not penalized them one 
cent in connection with the closing inventory but have given them 
the average over a period.

Q. This inventory for October 31, 1931 did include material 
which at a certain small additional cost would have sold at the 
value of $65 ? A. I have not quarreled with that.

Q. I think you gave a figure of $90 ? A. Yes, mouldings.
Q. First 400 ft. at $90? A. Very, very small proportion 

would not affect the average.
40 Q. On Exhibit 25 where have you allowed for power reve 

nue? A. I have allowed you in the sales the full amount of 
power revenue that is shown by your books for the same period 
prior to the fire.

Q. How much? A. I don't know. If you will take my 
word in the meantime I will check it up, the full amount.
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(Cont'd)

Q. Have you allowed us $11,695.11? A. If that was the 
figure prior to the fire, yes.

Q. It is the figure, being 2/3 of what we have estimated we 
should have made in 1931 1 A. 2/3, well that would be correct 
because your estimate in 1931, you say you are entitled in 1931 
to the same power revenue you would have received in 1930 and 
that is 2/3, and in that perhaps I am not very wrong.

Q. The figure we estimate for 10 months in 1930 is $19,166.- 
67 expenses leaving a total of $7471.66, that is for 10 months? A. 
Yes. 10

Q. Eight months would be in proportion ? A. Yes.
Q. You say that is what you have allowed us ?. A. I say 

I have allowed you exactly the same as the Cameron Company 
made in the preceding months of 1930—it is the same proportion 
as we prepared in the 10 months.

Q. Where have you allowed us anything toward wood and 
saw-dust ? A. In the last account, exactly the same as you gain 
ed in the previous period.

Q. And all the subsidiary revenue? A. All the same as 
the previous ten months. 20

Q. That is 2/3 of $26,622.42? A. I was dealing with the 
exact figures in the previous eight months. I have allowed you 
the whole thing.

Q. So when one deducts $11,695.11 increase of $19,349.54 
you say deducting these two amounts you would have $460,360.99 
you say as the residue, as the sales from the lumber, is that it? 
A. Yes—just a minute—I have taken 9 per cent off your lum 
ber, the residue would be a difference between $505,842 and the 
figures you quoted.

Q. How many feet did you include in that item ? A. That 30 
I cannot tell you. I can look it up for you, exactly the same a- 
mount as you had in the previous eight months.

Q. What price did you allow? A. The same price as in 
the previous eight months less 9 per cent. Would you like me 
to explain that 9 per cent.

Q. Well now, I would like you to explain this: You have 
first of all included the sale loss discounts and allowances? A. 
Yes.

Q. And then you have taken off 9 per cent. A. Yes.
Q. You say you took 9 per cent on the price you placed on 40 

the lumber sold? A. Let me explain that: In the eight months 
prior to the fire, the company received an average of $169.50 for 
a thousand feet a month. Suppose you took a thousand feet 
monthly sales, $169.50. The same period after the fire $145.65. 
That is 25c difference, which is taken at 15 per cent, I deduct 9 
per cent.
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Q. I think you told me you allowed no increase of sales for RECORD 
the eight months October 31,1930, which is eight months previous /» ,he 
to 1931 ? A. That is true, exactly the figures has been used.

Q. You were retained by Mr. Crombie, were you, to conduct 
this investigation 1? A. Yes.

Q. And you reported to Mr. Crombie? A. I believe so,
yes. W. J. Barren-

Q. And your report was referred to the Insurance Com- Lennard pany? A. Yes. Cross- 
10 Q. And you had correspondence with the Insurance Com- ^xam'"atl°n 

pany? A. I had correspondence with Mr. Crombie. (ConVd)'
Q. And reported to the Insurance Company? A. No, I 

have not. I reported to Mr. Thompson.
Q. Who is Mr. Thompson? A. I prepared a memoran 

dum for Mr. Thompson, which was submitted through Mr. Crom 
bie. I believe he is representative of one of the Insurance Com 
panies in Toronto.

Q. Mr. Crombie estimated that it would take approximate 
ly eight months to rebuild the mill, did he not? A. Mr. Crom- 

20 bie instructed me that in order to have some foundation on which 
to work I would take a period not exceeding eight months.

Q. Did he not estimate it would take probably eight months 
rebuilding the mill ? A. He did not tell me that.

Q. Would you refer to your reports? A. Yes.
Q. Page 65: "Mr. Crombie estimates it would take ap 

proximately eight months to rebuild the mill." Is that correct? 
A. That is a correct statement from my report, yes.

Q. And the statement is correct itself is it not? A. No, 
I would say that I erred in saying that Mr. Crombie made an 

30 estimate of eight months. I think that there should be an "if" 
in front of that.

The Court: Read your estimate. A. "Mr. Crombie esti 
mates it would take approximately eight months to rebuild the 
Mill."

The Court: I don't see how any "if" can go in there. A. 
What I am suggesting is that Mr. Crombie has no knowledge of 
anything before him.

The Court: Your letter does state that Mr. Crombie said 
that. A. Yes.

40 Q. Anything you want to say about that? A. It is this, 
that it is incorrect for you to say that Mr. Crombie came to me 
and told me that he estimated that it would take eight months. 
(What I should have conveyed to Mr. Thompson was that Mr. 
Crombie in giving me something to work upon estimated an eight 
months basis.
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RECORD Mr. Mayers: You prepared your report for Mr. Thompson
u the I take it? A. Yes.

Supreme Court Q. YOU knew Mr. Thompson wanted accurate information ?
of British A -vr IT j. iColumbia A. Yes, and I reported—
r> <:~T • Q- Is not tnat ri&nt ? A. I reported 5, 6, 7, and 8 months. 
Defendants ^ We will go back to your statement here: "Mr. Crombie 
W. T. Barrett- estimates it would take eight months to rebuild the mill.'' The 
Lennard statement showing eight months being February 1931, was pre- 
Re-direct pared to show what it would be for a period of equal duration be- 
Examinadon fore foe date of the fire? If you put in an "if," you would en- 10 
June 13,1932 ^irely rujn ^he sentence would you not? A. Yes, that is cor 

rect.
RE-EXAMINATION BY MR. BULL:
Q. Would you refer to Page 25 again of Exhibit 8, you have 

it here I think? It is December 31, 1930? A. Yes.
Q. My learned friend asked you if this $11,445.00 in con 

nection with the Northern Electric cross-arms should not have 
been shown in 1930, to give a true picture ? A. Yes.

Q. Would that have anything to do with—on Page 25 of 
Exhibit 8 with regard to the same item—do you see it there? 20 
A. We do. There is a hidden reserve, electric cross-arms—they 
have added their decrease in 1930 of $11960.

Q. They show by their total the decrease was $39,405 odd? 
A. That is correct.

Q. So they have for their own private information, propor 
tionately taken this into consideration in 1930 ? A. I would say 
so.

Q. My friend asked you with regard to Mr. Crombie's esti 
mate of eight months, did you, in fact, in making your report 
deal with any other period than eight months ? A. I dealt with 30 
5, 6, 7, and 8 months, to show what the result would have been 
over any one of these periods.

Q. My friend in cross-examination referring to the princi 
ples of valuation of inventories suggested that valuing at cost 
or market value was entirely new in so far as lumber manufac 
ture is concerned, what do you say about it? A. Cost or mar 
ket—no, it is not new.

Q. Is there any distinction in your opinion, between lum 
ber manufacture and any other manufacture as regard to the 
valuation of inventories ? A. None at all, there may be a little 40 
more difficulty in arriving at some inventories than in others, 
but the principle remains the same throughout.

Q. Some reference is made to this SMAILES AND WAL 
KER authority, what have you to say on that? A. Smaile & 
Walker are chartered accountants of Toronto, attached to Queen's
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University. They prepare analyses for chartered accountants RECORD
on accounting situations generally. They are recognized as au- /T^T,
thorities. They are accepted by the accountants, students' associ- Supreme Court

,• xj.li oi Britishation as text-books. Columbia
Q. My friend also referred to the Canadian Chartered Ac- —- , 

countant, March, 1932, and particularly to a portion of an article âeseen s 
by Mr. Foster on Page 317. I would like you to read the whole ^. j. Barrett 
of that ? A. There is another portion that should be read here, Lennard 
in order to give full effect to the section he refers to, and that is Re-direct 

10 this: "All charges for depreciation on buildings and equipment Examination 
used for the manufacture, handling, drying, dressing and ship- ?< 
ping of lumber—segregation of manufacturing costs under the 
foregoing headings will produce a fairly comprehensive cost state 
ment. It should be added that some pail of the administrative 
and general expenses may be allocated to the logging and the saw 
mill departments." And prior to that he gave various headings 
and various methods of arriving at this cost: "All charges for 
depreciation on buildings and equipment used for the manufac 
ture, handling, drying, dressing and shipping of lumber." He 

20 includes that in manufacturing cost. Then he says: '' The valua 
tion of lumber inventories for accounting purposes involves a dif 
ficult problem, owing to the fluctuations in grades and species at 
the close of accounting periods. The percentage of clears, or 
high priced lumber, may be higher at one accounting period than 
at another causing a wide fluctuation in the real inventory value. 
Where a fixed unit price is used year in and year out as the basis 
for inventory valuation, the statement of profit and loss will not 
reflect the effect of variations in real inventory values, nor would 
it do so in those instances where the average cost of lumber pro- 

no duced is used as the basis. So far as I know, there is no exact 
method of valuing lumber inventories for accounting purposes 
because determination of the cost of the various grades, species 
and sizes has never been attempted. This is too large a subject 
to be embarked upon in this article. The best guide in this res- 
spect is to be consistent in the method of inventory pricing and to 
be satisfied always that market value has not been exceeded." 
.With that I agree. Mr. Foster refers to the necessity of being 
consistent in inventory prices. Surely the market varies from 
$30 to $15 or $10 and you take the same method, the same amount 

40 year in and year out, to be consistent with real inventory valua 
tions. He also goes on to say that is too large a subject to be 
embarked on in this article and in that article he never arrived 
at the necessity of valuing the profits of a business for one parti 
cular period. Next he speaks of year by year over periods. It 
is not impossible to arrive at the cost of lumber, the exact cost 
of each grade and species and size, but the cost involved would be
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RECORD far greater than the benefits derived would warrant. There is 
in the no difference in getting out the price of a piece of lumber in a 

^British"1"' h^ber yard than getting out the price of a cotter-pin in the Ford 
Columbia plant. What is the difference in showing the average cost of lum- 

—T . her m their own yard. It is their only means of knowing what 
Case n ant $ super-lumber costs them and place the same average to the selling 
W. J. Barrett- price and it gives them their profit and loss for that period. 
Leonard Q. Is that exact as to average? A. Yes. 
Re-direct Q. On the same subject my learned friend apparently wish- 
Examination e(j_ vou to say that that practice adopted by the Cameron Com- 10 

n'ch32 Pany was dishonest or misleading 1 A. The word dishonest was 
Mr. Mayers' suggestion, not mine. I have never suggested in any 
one of my reports that the method used by the Cameron Lumber 
Company was dishonest, I don't say that. I have never used that 
word in any report or statement, never included the word dishon 
est, not once. I believe that the Cameron Lumber Company is 
honest in their 313 days at $15. I differ with them, but I have 
received every courtesy from the Company.

Q. I understood you to say this is a valuation for their 
own information. A. I say in my report that is a conservative 20 
practice, but it might be taken at $15, and if they showed it had 
sold at $15, they would show a profit on that $15 they are not en 
titled to. I say it is misleading, I don't say it is heavily mislead 
ing.

Q. Would it be misleading to a banker*? A. It would be 
to a banker if he asked for further information as to the cost 
of the lumber.

Q. Would it be misleading to anyone wishing to purchase 
the business? A. Yes, if at the end of February, 1931, one of 
the shareholders of the Company had accepted their statement at 30 
$15, and had sold his shares at that price he would be selling at 
less than he should have sold.

Q. My learned friend also suggests that his clients did not 
need to sell their lumber ? A. As a matter of fact they did sell 
their lumber at a price less than it cost to produce from 1930 to 
1931.

Q. In a normal way? A. In a normal way. 
Q. Less than the cost of production? A. Yes, making a 

loss on every foot of lumber they sold. And the revenue from 
by-products was not sufficient to make up the difference, and they 40 
knew that they were selling at a loss. If they did not have to 
sell at a loss, they should have held. Their own statements show 
that they were making a loss.

Q. It has also been suggested that the Plaintiffs in actual 
practice could not put a proper value on their inventory? A. 
In 1929 they took an inventory included in their statement here
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and priced our individual items, page 22 of Exhibit 8. Now I RECORD
find Exhibit 8 at page 21—it is page 22—of December month, intbe
1929—31st December, 1929. 5?ffifw(fl

Mr. Bull: Find it in here, this is the Exhibit. A. I have Columbia.
not got December 1929 here. —j" ,

Q. You think it is not included in that book. A. No, it £aese ts
is not. W. j. Barret

Q. You have been supplied with a copy, have you, by the Lennard 
Plaintiffs. A. Yes. Re-direct 

10 Q. Explain what it is? A. On page 22 of their monthly Examination 
statement, this statement is monthly report 1929, December, and ^co 
statement for the year 1929; on page 22 of that statement they com 
menced several sheets which contained the details of their inven 
tory. They started with lumber, particular grades, with board 
measure and prices, estimated value, manufacturing, and works 
out at 95,436 ft. at $42, that is an example.

Q. Go down further? A. At the end of it you have the 
lower grades, shorts 26,204 ft. at $8 per thousand. They have 
V-joints 5/8 x 4, 5/8 x 3, 11/276 ft. rough, clear 270 ft. 

20 Q. Now on Page 21, Exhibit 8? A. December 25, 1930. 
They do the same thing, go through every detail of their inven 
tory, one amount 25 ft., one amount oak flooring, 1/2 x 2 44 ft., 
$50 a thousand.

Q. And on Page 24 does it show that they take the Northern 
Electric and show a hidden reserve of $11,445.20 and values on 
inventory at 1930? A. Yes.

Q. So as a result of these two inventories they show an exact 
comparison? A. Yes. Of 1931—December 31st, 1931, they 
carry forward the oak flooring 1/2 x 2, the same quantity at the 

30 same price, 44 ft.
Q. Is it a principle of accounting that you must take your 

profit or loss according to market values for a given or fixed 
period ? A. Yes.

Q. That is that your profits or losses are based on the mar 
ket, no connection with inventories? A. Yes.

Q. On the subject my friend was asking you about, Camer-
ons not having to sell? A. Well, if they did not have to sell
and the price of their lumber had dropped they would have to
take into consideration the drop in the value of lumber in con-

40 nection with their profit and loss.
Q. Is there any name given to that system of accounting? 

A. I don't follow you there.
Q. All right.—Referring to Smaile & Walker, my learned 

friend referred to a passage that had been put to Mr. Grogan in 
cross-examination, on page 72, and suggested that the authors 
never intended that that should refer to the lumber business. I
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RECORD win read it. Page 72: "Since merchandise purchases for the
in the year, added to any inventory on hand at the beginning of the year,

^Briti'sh""" rePresents the total cost of all goods available for sale during
Columbia the year, it is impossible to determine the cost of goods sold with-

—T- , out first considering the cost of all goods unsold at the end of the
pendants vear> rpj^s necessjtates stock-taking, which involves the counting,
w. j. Barrett- measuring, or weighing of all goods on the shelves, and in the
Lennard warehouse of the firm or company. These goods must then be
Re-cross valued at cost or market, which ever is the lower. Only earned
Examination profits must be shown in the revenue statements and all assets 10
June 13,1932 mus^. jje snown at their true value at the date of the balance sheet.

Any inflation in the valuation placed upon the inventory must
necessarily inflate the profits to the same extent.'' What do you
say about that ? A. I say that that applies to all companies that
have inventories and are attempting to arrive at their profit or
loss.

MB. MAYERS: RE-CROSS-EXAMINATION:
Q. One or two more questions: You have been referring to 

Pages 22 and the following in the statement for the year 1929, 
have you not ? A. Yes. 20

Q. The figures there are the market price less certain ex 
penses are they not? A. I don't know, it simply says price.

Q. You don't know that that has no reference whatever to 
the cost of production, do you? A. No.

Q. Would you think that it did? A. I don't know.
Q. You cannot say then whether you think for instance that 

manufacturing clear finish $42 has any reference to the cost of 
production? A. No, I don't know that it has.

Q. You would think that it might? A. No, I would say 
it might not. 30

Q. Is it not much more probable that these figures are simp 
ly the market price less certain selling expenses? A. They 
don't refer to market prices.

Q. You are sure? A. They are the estimated value.
Q. You are sure they do not refer to market price? A, 

They state in their statement that they don't refer to market 
price, it is estimated value.

Q. Can you not say ? A. I would judge it would have no 
thing to do with market price. The market price is considerably 
larger than the average that they show. 40

The Court: We are assuming that their books are honest. 
They are put in there as the estimated values. What else could 
they have estimated at, and what do you suggest that they use. A. 
It might be their estimated market value.
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Mr. Mayers: What else could it be. A. I could make it RECORD all sorts of estimates based upon different expectations. /„ theQ . And you have been examining their account for a period Supreme Court „ J . , . ., , . , , ,, .° fT r of Britishof over six months, is that right? A. Yes. Columbia
Q. You don't know that the figure is the market price less $2.00 for shipping and selling? A. No, I don't. Case
Q. Now this summary on Page 25 has nothing to do with w. J. Barren- their profit and loss statement, has it? A. Is that 1930, or 1929. jj^JJjJ
Q. 1929. A. It has nothing to do with what. Examination 

10 Q. Their profit and loss statement ? A. They have exclud-June 13,1932 ed it from their profit and loss statement. Had they included (Cont'd) that in the year 1929 they would have upset their profits and taxes considerably.
Q. And that according to you would be a correct inventory at cost or market ? A. Whichever is lower, is correct.
Q. Now supposing after the fire in 1931 the Cameron Lum ber Company had purchased only lumber produced in the ten months following? A. I have not gone into the figures of that because that is so improbable.

20 Q. It would depend on the cost price and selling price ? A. No, on their ability to sell something in the market.
Q. Would it largely depend on the ratio between selling and cost price ? A. I say it is improbable that the company having 10 million feet of lumber in the yard, would not have in the course of their operations, have sold anything of their lumber in that year.
Q. Supposing that they had not sold any of that? A. I don't see why I should suppose anything.
Q. Well, I am asking, if you don't want to answer say so— 30 Supposing the Cameron Company had sold only lumber pro duced in that period, would their profit depend on the selling price and cost price ? A. Yes—selling price $18.82.
Q. And cost price ? A. Considerably more. The average cost of lumber for the 12 months ending December 31st 1931 is $20.63, according to their statement
Q. Calculated on our methods ? A. I am looking at your methods, total cost of manufacturing including logs $20.63.
Q. Is not that the operation on the Wilfert Mill? A. I thought you were asking me the cost of production in 1931.

40 Q. And has that increased at all by extra expenses ? A. I expect it has.
Q. In that book you are looking at ? A. In this sheet, no. 
(Witness stands aside).
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Direct
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June 13, 1932 

(Cont'd)

WILLIAM SCOLLARD: duly sworn, testifies, examined by Mr. 
Bull:
Q. Where do you live ? A. Seattle.
Q. What is your occupation? A. Certified Public Ac 

countant.
Q. Where and when did you qualify as such? A. Mis 

souri, and Washington. Sixteen years ago in Missouri and five 
years ago in Washington.

Q. Who were you with, that is after you qualified? A. 
The predecessor of Price Waterhouse & Company, Jones Caesar 10 
& Company.

Q. English or American? A. English.
Q. How long were you with Price Waterhouse following 

that? A. Fourteen years, with one year out in the United 
States Government at the time of the war.

Q. Were you employed by the United States Government 
during the war? A. Yes.

Q. In what capacity? A. Doing accounts of the contrac 
tors of camps for training of soldiers.

Q. Have you had any particular business in lumber on the 20 
Pacific Coast? A. Yes.

Q. Name some of the firms? A. In connection with use 
and occupancy on the coast the most important, Snowquami Palls 
Lumber Company, Washington, Puget Sound Sawmills and Shin 
gle Company at Bellingham, Peshastem Lumber & Box Company, 
Peshastem, Washington, Quimault Lumber Company, Raymond, 
Washington.

Q. Have you made surveys for any particular lumber com 
panies of British Columbia for the purpose of advising on a form 
of use and occupancy of insurance ? A. Yes. 30

Q. Name this Company? A. Canadian Western Lumber 
Company, Vancouver, Port Alberni and Western—I think that 
is the name—

Q. Alberni Pacific Lumber Company? A. Yes, located at 
Alberni; Mayo Lumber Company at Duncan, Hammond Cedar 
Company, New Westminster.

Q. Have you recently advised on matters of accounting a- 
rising in the State of Washington, arising out of a claim for use 
and occupancy against overhead for the Puget Sound Lumber 
Company? A. Yes. 40

Q. When was that case ended? A. It was either in the 
early part of this year or the latter part of last year.

Q. You gave evidence in that case? A. In the first trial 
in the Superior Court of the State, but not in the case before the 
Federal Court of the United States.
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Q. You were there? A. I was there in an advisory capa- RECORD
City. In the

Q. And consulted with Mr. Barrett-Lennard in this action 1 Supreme CourtA TJ • j °f British 
A. 1 did. Columbia

Q. And investigated the Plaintiff's accounts? A. Not in — . 
detail, partially, particularly Mr. Barrett-Lennard's statement ^J" ants 
of the proportion of the profit and loss accounts over the period of w Scollard 
5, 6, and 8 months. Direct

Q. I wish to confine my questions to you to one or two sub- Examination
10 jects. First, with regard to the pricing of inventories—You are J1"1* 13 ' .1 ,9,32 

aware from your examination of the books and what you have * ont ' 
heard in Court, that the Plaintiff Company for some considerable 
time has been in the habit of valuing their inventories, both open 
and closing inventories at the sum of $15 ? An average price of 
$15. What do you say about that, is that good accountancy prac 
tice ? A. It is not in accord wih correct accounting principles, 
but there is not any harm done by consistently taking it at $15 
or $10 a month, or any arbitrary figure a thousand, provided it 
is for internal information only. For the information of the pub-

20 He or whom it may concern, it would not be correct, because it 
would not give the correct picture at any specified time.

Q. What is the correct method in order to ascertain the true 
position of the Company as to profit or loss at the end of a given 
period ? A. The cost or market, whichever is lower should pre 
vail, excepting in some very special cases, and I cannot say that 
the lumber industry is in that category.

Q. What are these special cases? A. Well, a business 
where the inventory at the beginning and the inventory at the end 
would consist of practically the same material and very little flue-

30 tuation in prices. I have in mind a gold mining company, their 
gold is always worth the same price, and it is always the same, 
always pure gold in the stock they may have on hand at the be 
ginning or end; I think that is a good illustration, but there are 
other cases that I cannot now recall.

Q. You have produced a publication to me, called "Trea 
sury Department, United States Internal Revenue, Regulations 
74," " Income Tax, Revenue Act of 1928." You have made a 
certain reference there, which bears on this subject. Do you 
mind telling the Court what that is? A. This, Gentlemen—

40 Treasury Department United States Internal Revenue, is an in 
terpretation of the proper way to take inventories in connection 
with the proportion of Income Tax Returns, as follows: "The 
bases of valuation most commonly used by business concern are 
(a) cost and (b) cost or market, whichever is lower." It goes on 
further to comment: "The following methods, among others, are 
sometimes used in taking or valuing inventories, but are not in
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Direct
Examination 
June 13,1932 

(Cont'd)

accord with these regulations, viz; (1) Deducting from the in 
ventory a reserve for price changes or an estimated depreciation 
in the value thereof. (2) Taking work in process, or other 
parts of the inventory, at a nominal price or at less than its pro 
per value. (3) Omitting portions of the stock on hand. (4) 
Using a constant price or nominal value for so-called normal 
quantity of materials or goods in stock."

Q. That is No. 4—And that refers to the fixing of an arbi 
trary or constant value? A. That is what I infer.

Q. And as I understand from what you have read, that is 10 
not in accordance with the regulations of the income tax authori 
ties of the United States. A. No, it would not accept the return 
of the inventory stated in that manner.

Q. For what reason? A. Because it would not reflect the 
true facts.

Q. Now the other subject is one of depreciation—You have 
ascertained, have you not, from the examination of the accounts 
which Mr. Lennard had in connection with the Plaintiff Com 
pany that no depreciation—no sums were allowed for deprecia 
tion by the Plaintiff in the year 1930—What is your opinion as to 20 
the proper allowance for depreciation of lumber plant, being part 
of the cost of producing the manufactured article? A. Well, 
before you can arrive at the cost of production a reasonable al 
lowance for the depreciation of your plant, meaning buildings 
and machinery, should be taken into consideration. That of 
course is universally recognized by accountants in general.

Q. Should that be an annual charge? A. Oh yes—yes, 
each year should take its proportion of the depreciation that 
results as a result of using it and producing.

Q. Would it, in your opinion, be any answer to that to say 30 
that in the past the plant had been over-depreciated—or an exces 
sive amount had been allowed for depreciation in past years ? A. 
Well, that is frequently found to be the case after a period of 
15 years operation, we will say, at the start, if the life of the 
plant was under-estimated. After operating for a period of years 
and that becomes apparent, the proper way to do would be to 
go back and revise the period for the probable life of the asset 
and then adjust each year from the beginning on. That would 
leave the ensuing years of life taking a more reasonable rate. If, 
for instance, it developed that 5 per cent per annum was too large, 40 
3 per cent may be a better figure. That 3 per cent would con 
tinue and the years that had passed would be adjusted in accord 
ance with that 3 per cent. The amount resulting therefrom would 
be a credit to the surplus account, because the profit for each of 
these years had been over-charged.
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Q. Would that system result in a charge being made in RECORD 
each and every year during the life of the plant 1 A. Oh yes. /„ the

Q. The adjustment would bring about that result, would supreme conn 
it? A. Yes. 1£&

Q. You have had some considerable experience in auditing —— . 
accounts of lumber companies, have you ? A. Quite a good deal. QSg c s

Q. It has been suggested by my friend, Mr. Mayers, in w. Scollard 
cross-examining Mr. Lennard, that there is such a thing in the Direct 
lumber business as non-recurring expenditures and non-recurring Examination 

10 expenses, such as putting a new roof on certain buildings and so Jun^,13 > *932 
on. What would you say about that? Is it properly called a (Contd) 
non-recurring expense? A. Well, the roof may have been let 
go so far as to require in some particular year a greater amount 
of expenditure on repairs than would have occurred had it been 
done periodically. That would take place, I think, as Mr. Barrett- 
Lennard very properly stated, in the ensuing year some other 
repair to the premises might be required as might likely have oc 
curred in the years previous, as well as years to come. But I 
don't know that I would want to call that a non-recurring expense. 

20 Q. Well, you heard what Mr. Barrett-Lennard said in that ? 
A. Yes, I am quite in accord with his explanation of that.

CROSS-EXAMINATION BY MB. MAYERS:
W. Scollard

Q. Mr. Scollard, you are retained by the insurance compan- Cross- 
ies, are you ? A. No, I am retained by Mr. Crombie. Examination

Q. Who is Mr. Crombie? A. Adjuster for the interested 
insurance companies.

Q. And all the previous experience that you have mentioned 
in use and occupancy insurance is in cases where you have been 
acting for the insurance companies ? A. No, on some occasions 

30 I was acting for the Assured.
Q. How many? A. Oh, I would say a dozen.
Q. Which ones were these? A. Canadian Western Lum 

ber Company, this company that I mentioned at Port Alberni, 
Hammond Company at New Westminster, Raymond Lumber 
Company, at Raymond, Washington, however, I did not mention 
that Company here, Henry McClary Timber Company at McClary, 
Washington, White Star Lumber Company, at White Star, Wash 
ington, Kirby Lumber Company, at Beaumont, Texas, Pickford 
Lumber Company, Malvern, Ark., Syren Mill Company at Ray- 

40 mond, the Pacific States Lumber Company, Sellick, Washington. 
I was acting, however, jointly there for the Assured, as well as 
representing the insurance company—is that sufficient?

Q. Any more? A. That is about all that I can recall here 
now.
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Q. In these cases were you acting for the lumber companies 
in making a claim under the policies or in insuring? A. Mak 
ing surveys for them as to the amount of insurance of use and 
occupancy they should carry.

Q. That applies to all the companies you have mentioned 
to me, does it? A. Yes.

Q. You have heard all that Mr. Barrett-Lennard has said, 
have you not ? A. I did not get that.

Q. Have you heard all that Mr. Barrett-Lennard said in 
the box? A. I think that I have. 10

Q. Do you agree with all that he said? A. Well, he said 
so many things that I cannot—that is pretty broad.

Q. The Court: Does anything occur to you in which you 
differ from him? A. I cannot recall anything, my lord, what 
it may be.

Mr. Mayers: You recall, do you, that he said that if the 
value of my stock in trade had gone down during the year I am 
bound to take that into account in estimating my profit or loss— 
Do you recall that? A. Oh yes.

Q. Do you agree with him ? A. Oh yes. 20
Q. Do you attach any importance to the rulings of our Do 

minion Taxation Office? A. Well yes, I would say that they 
are entitled to some respect.

Q. I will read you one of their rulings. It is some length, 
but I will have to read it all—Circular Number 268 of the Rules 
and Memoranda respecting the Income War Tax Act of Canada— 
Be claims for Inventory Decline: "There will be no doubt claims 
made, particularly for the 1930 taxation period, that the loss sus 
tained in 1930 has to some extent been caused by over valuation 
of inventory as at the close of the 1929 period, and for that rea- 30 
son the 1929 period has borne too great a tax. In order that there 
may be uniformity of procedure in dealing with such claims you 
are advised that the Department will give consideration to claims 
for loss in inventory under the following conditions:—

1. The claim must be presented in 12 months from the 
date of final notice of the assessment.

2. There must be definite proof of loss on actual sale within 
twelve months from the date of the Inventory.

3. The loss will only be admitted in respect of merchandise 
actually sold and capable of identification at less than inventory 40 
prices, no allowance being made in respect of merchandise in 
cluded in the inventory, but still on hand." Do you agree with 
that ? A. I do, as the correct foundation of accountancy princi 
ples. I would think that was very fair.

Q. Are you aware that the Dominion and Provincial autho 
rities do accept estimates of profit and less with the inventory
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valued at consistent arbitrary prices'? A. I do not know that 
of my own knowledge. I do not deny that that is the case, how 
ever, and I may accept your word for it.

(Witness stands aside).
MR. BARRETT-LENNARD, recalled, testified, examined in 

chief by Mr. Bull:
Q. Mr. Lennard, since you were cross-examined this morn 

ing on the subject of what my friend called non-recurring ex 
penses, have you examined the record of the Company ? A. Yes.

Q. And what did you find in regard to 1929—I think you 
made a statement, haven't you? A. Yes. I found that in 1929, 
taking their statements of supplies and repairs combined, the total 
cost per thousand of supplies and repairs was $3.10 a thousand, 
In 1930, using the same basis I find that the amount is $2.06 per 
thousand. Less in 1930 than in 1929.

Q. Now, in this other statement you have also made a cal 
culation, haven't you? A. In addition to that, taking pure la 
bour, straight labour as applied to repairs, according to their own 
statements, I find for labour expended on repairs in December 
1929, it was $2,753.53. I jumped then from December to July 
1931—I jumped because I have not had time to compute the other 
months.

Q. 1930 or 1931 ? A. 1930—1 beg your pardon. In July 
1930, labour applied on repairs was $876.11; in August $1,111.95; 
in September $961.90; in October $1,262.87; in November $1,300.- 
94; and in December $1,483.28. Shoeing that these repairs are 
items which go on from month to month.

(Witness stands aside).
REBUTTAL 

30 J. O. CAMERON, sworn, testified; Examined in chief by Mr. Plaintiffs
MayCrS: £buttal
Q. You live in Victoria ? A. Yes, sir. J. O.
Q. And you are the President of the Cameron Lumber Com- Cameron 

pany, Limited? A. I am. Examination
Q. I want you to deal with these items of non-recurring ex- xamma 

penses that I mentioned to Mr. Barrett-Lennard this morning. 
Explain to me, first what was done, and why, to the roof of the 
power plant. A. Well I don't think the question applies to the 
roof of the power plant. We decided that it was important to 

40 get all inflammable material out of the boiler room. And having 
decided on that, we tore out all the woodwork that was in there. 
Previously there had been a lumber flooring where the fuel came 
in and was fed into the boilers. There was a wooden floor. We 
took all of that woodwork out, and put in steel framing, and a
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steel floor all over the thing; and the boiler room was converted 
into a steel works, and everything inside steel, concrete and brick. 
And the wood was removed.

Q. Does what you are speaking about refer to these items 
totalling $3,495.45 (handed to witness) ? A. Well, I don't know 
exactly how much of that in the boiler house, the replacements 
on that floor, what they amounted to; but I do know that one item! 
And it was not recurring, because that will be there for all time 
as long as that boiler house is there, the steel works.

Q. Yes; but what you are speaking about is this item that 10 
I have got under the heading of Roof of Power Plant? A. I 
think so, yes. You call it roof, but as a matter of fact it was the 
floor, and the supports for the floor.

Q. Would that recur? A. I don't see how it could. No, 
it would not recur.

Q. Now, the replacement of old type furnaces with new 
grateless furnace; just explain that to me. A. Yes. When we 
put in our water tube boiler, I think that was in 1928, or 1929, 
they put in, in setting that boiler, the ordinary grate bars. In 
using ordinary grate bars, with the intense heat that was develop- 20 
ed there, we found that those grate bars were being destroyed 
quite rapidly; and we decided we found another way, of having 
a grateless fire box, and we decided that it would be in our interest 
to change that. So that we went in and took out the setting for 
the grate bars, and the arrangement under that boiler, and put 
in the grateless fire box; which of course did away with the re 
pairing of those grate bars from time to time as they became 
warped and burnt out.

Q. Would that expense recur? A. Well, I don't believe 
so. I don't think so. Of course there might have to be some lit- 30 
tie repair done from time to time in the fire box. But this work, 
we had to pay considerable for the plans of that, several hundred 
dollars; and then the fire resisting material that went into it, of 
course that went into the fire box at the time. I don't think that 
would be recurring.

Q. Apart from minor repairs, would that be a recurring ex 
pense I A. No.

Q. Then the alterations to the conveyor in power plant, just 
explain that to me, will you ? A. Well, our chief Mr. Wirtanem, 
who has testified, came to me and said— 40

Mr. Bull: Never mind what he said.
Q. Just tell us what was done? A. What was done was, 

that we were employing an unusual number of men, I presume 
you might say, in feeding the boilers; and it came to me that if we 
wrould change the fire system in certain respects we could cut that 
force down two men. So that seemed important to me. And I
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gave my consent for that change to be made. And the fire sys- RECORD 
tern was changed, and Mr. Wirtanem was able to dispense with inthe 
the services of two men from that time on. ^BrTtiib°u

Q. Is that an expense which could recur ? A. No, sir. Columbia
Q. Now, deal with the question of depreciation, or your .—- 

omission to charge depreciation in 1930. By the way is that £~" 
year unique, or were there any other years'? A. No, we didn't Ret,uttai 
charge any depreciation in 1928. j. o.

Q. Just deal with that question, will you 1 A. Well, some- Cameron 
10 times of course we spent more money in repairs and in improve- Direct 

ments on the plant than at other times; sometimes we replaced an 
old machine with a new one; and if that were charged up—if that 
was charged up to operating expense why it of course naturally 
should not come in, then, as what you would call depreciation. 
The annual depreciation. So that I had the principle of taking 
all these things into consideration at the end of the year, and I 
would go through them, and I would figure up what I considered 
would be a fair amount for that particular year to charge for de 
preciation ; and I instructed the accountants then to put them in. 

20 And some years the depreciation would be a small amount, and 
some years it would be a large amount. And I cannot conceive 
that it was any different as far as the Government was concerned 
in the matter of income tax for their examination—and they 
never found that it was; because if we charged it to capital in 
vestment, capital account, and took it off in the depreciation, it 
was no different than charging it to operating expense and not 
charging depreciation—not charging anything for depreciation. 
So that our depreciation was not any fixed amount at all.

Q. Were you aware in 1931 of the possibilities of operating 
30 under the co-operative system, which you heard me mention to 

Mr. Barrett-Lennard ? A. Yes, sir. I was thoroughly familiar 
with it.

Mr. Bull: I submit this is certainly not rebuttal. Because 
it was never raised as part of their case, any possibility of the co 
operative operation.

Mr. Mayers: My reason for this is that my learned friend 
has, without any pleading to support it, claimed leave to put in 
calculations and evidence based on 1930 figures, or on the experi 
ence of the Cameron Lumber Company in 1930. Now, if that had 

40 been pleaded I should have replied that the experience in 1930 
was entirely irrelevant to any consideration of this question, be 
cause the conditions in 1931 were entirely different, and new 
methods of operation were possible. So I submit this is perfectly 
proper in reply.

The Court: Yes, I think I will allow it in—I am a little 
doubtful about it.
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J.O. 
Cameron 
Cross- 
Examinarion

Q. What have you to say about that, Mr. Cameron? A. 
Well, if the mill had not burnt, and we had gone on in the ordin 
ary course of business, and had found that we were losing money, 
and that the operation was not paying its way, why naturally we 
would have followed— it would have been my policy then to fol 
low the course which had been taken by several other Mills that 
I knew of, that had followed that principle of taking their expen 
ses, and whatever was left after paying the expenses, dividing it 
with their workmen.

Q. By expenses you mean the fixed charges'? A. I mean 10 
all of the outgoing money, whatever they had to pay out; their 
outgoing, which would include of course the taxes, insurance, 
interest, necessary salaries; as was the principle that I was advis 
ed was adopted by other Mills. And in that way I would expect 
that the business of the Company would at least be carried on 
without losing money.

CROSS-EXAMINED BY MR. BULL:
Q. Mr. Cameron, I understand you to say that if your mill 

had not been burnt, and if you had gone on and found that you 
could not have made money, then you might have started a co- 20 
operative scheme? A. I think that would naturally follow.

Q. And you would naturally have to go on for a certain 
length of time to see whether you were making money or not, 
wouldn't you? A. For a month.

Q. Only a month ? Your own employees have admitted that 
one month is not a fair test, you have to use a period longer than 
that. A. Well, you might say a month or two months.

Q. Yes, and you might say five or six months. A. Not un 
der conditions as they were.

Q. I say you might say five or six months before you would 30 
find out? A. I don't think so; I don't think I would have wait 
ed that long.

Q. How long would you say would be a fair test ? A. Well, 
I would say a month.

Q. You would say a month ? A. Yes.
Q. Will you pledge your oath that if you had continued, the 

Mill had not burnt, then at the end of March 1931 you would have 
seriously considered taking your employees into partnership? 
A. When that was being done by other Mills.

Q. Do you say that, that at the end of March you would 40 
have considered the co-operative scheme? A. Well, I cannot 
say that.

Q. Of course you cannot. A. I cannot visualize just ex 
actly; but I am saying that that is one way in which a mill can 
be operated without losing money.
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Q. Yes. Did you in fact ever consider a co-operative scheme RECORD 
in 19311 A. I had no chance to. /„/£,

Q. This is something that you have considered since this Supreme COH* 
action is brought, isn't it? A. Well, I have had no opportunity Columbia 
to consider anything else, because we didn't have a mill. .—

Q. It was never considered during 1931, was it? A. I ^ 
don't think so. Rebuttal

Q. No; and if you had done that, you would first have had j. o. 
to find in the way of overhead the sum of $59,000, wouldn't you, Cameron 

10 for the year? A. I don't think so. Cross-
Q. Well, I will put it to you out of the pleadings, then. In 

the statement of defence, where the proper overhead before the 
fire is set out; you have read that, haven't you ? A. I don't think 
I have ever read the pleadings.

Q. Do you want me to read them to you? (Reading the 
items) $59,000; is that correct? A. I don't know.

Q. Well, it is your business. A. Well, I am depending on 
the accountants to keep those figures correct.

Q. All right. Let me give you the statement in one of the 
20 pleadings, and if there is anything you can criticize about it. A. 

I wouldn't say that I could criticize anything.
Q. You would say that that $59,000 represented your over 

head before the fire? A. Whose statement is this?
Q. It is the Defendant's, and which your Mr. D. O. Cam 

eron said in his discovery he could not criticize (handed to wit 
ness). A. Well, if it had gone on in 19311 could have criticized 
with regard to some of these items because they were reduced.

Q. What was reduced, the President's salary? A. No, I 
am not sure of that.

30 Q. Would you reduce your own salary? A. I would re 
duce my own salary if I reduced other people's.

Q. Yes. " A. Well, I cannot remember these figures. And 
that insurance, I think I can reduce that some.

Q. Of course you would not carry any more use and occu 
pancy, would you? A. Well, I don't know whether—

Q. Unless you could see that you were going to make; is 
that correct? A. I don't think much of use and occupancy in 
surance.

Q. Not unless you are making money? A. Well, I don't 
40 know that anybody has ever got it without having a lawsuit when 

they got through with it.
Q. And in this case the insurance was placed by your own 

Company, the Cameron Investment Company? A. It is a com 
pany in which I am interested.

Q. A company formed by the Cameron Lumber Company 
to carry their own insurance? A. No, it was not.
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Q. What was it formed for I A. To deal with real estate 
and insurance. And it owns real estate.

Q. It is owned and controlled by the Plaintiff Company? 
A. No, it is owned and controlled by some of the same individ 
uals.

Q. Well, by yourself and your brother and others interested 
in it! A. Myself and brother, we control both Companies.

Q. Yes. At any rate, to put it shortly, the idea of a co-opera 
tive scheme for 1931 never occurred to you until after the end of 
1931 ? A. Oh yes, it was discussed a good many times. 10

Q. When? A. Well, it was discussed. I don't think the 
lumber men ever held a meeting that it was not discussed.

Q. When was it first discussed so far as your own business 
was concerned? A. Not with reference to this business.

Q. That is frank. It was never discussed with reference 
to your own business ? A. No; it was discussed as a proposition 
for carrying on the business.

Q. Now, you have been asked to speak about these improve 
ments to the power plant, and that sort of thing ? A. Yes.

Q. In 1930 it happened to be the power plant—in other 20 
words, it happened to be something else, didn't it? A. It might 
be.

Q. But always something turning up that required money 
to be spent for it ? A. If we wanted to make an improvement to 
our plant, certainly that is true.

Q. And you have heard Mr. Lennard's evidence to the effect 
that in 1929 you spent more on repairs than you did in 1930; and 
that is correct, isn't it? A. I think we spent a lot of money in 
1929 on repairs and on enlargements and improvements.

Q. Yes, and in 1928 you probably spent money on some other 30 
kind of repairs ? A. In additions.

Q. Yes, and so on, over the whole history of your Mill ? A. 
I think either in 1928 or ^9 we spent over 100,000 dollars in en 
largements and improvements.

Q. And that was all capital, that was charged to capital? 
A. Well, most of it was charged to capital.

Q. I am now speaking of things that are charged to operat 
ing costs. It pretty well averages up one year after another, 
doesn't it? A. No, not one year after another, some years it 
is larger. 40

Q. For the purpose of your evidence apparently was to show 
that in 1930 what is called non-recurring expenses were abnormal 
ly large? A. No, I didn't say that. I said that they were non 
recurring expenses in 1930. We might have had more non-recur 
ring expenses in 1929, or *28 or '25, or any of the other years.
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Q. You will agree, will you not, that this so-called non 
recurring expenses are pretty well all the same average year in 
and year out? A. No.

Q. Because if there isn't one thing there is another 1? A. 
No, I wouldn't say that the non-recurring expenses are pretty 
well on an average; because they don't go that way.

Q. You don't go to 1930 as being exceptionally large? A. 
Yes.

Q. Because 1929 was larger? A. Yes, much larger. 
10 Q. And probably 1928 was as large as 1929? A. I think 

so. But it would be non-recurring expenses nevertheless, and im 
provements to the plant.

Q. Now, you said something about depreciation in past 
years. Is this not correct—I suppose you know all about it, 
don't you, that depreciation has been allowed in your Company 'I 
A. Yes; the amount has always been fixed by me and given to 
the accountant.

Q. Do you know that the total to the end of 1930 was $349,- 
046.07? A. I wouldn't be surprised.

20 Q. That in 1927 it is 67,814; do you remember that? A. 
That was the year we were re-building, tore the mill down and re 
built it.

Q. And the only two years that no depreciation is allowed 
are 1928 and 1930; is that correct? A. I don't remember the 
other years.

Q. Would you look over this statement and see if that is 
correct—taken from your own records ? A. I do remember 1928 
that no depreciation was allowed that year.

Q. Why not? A. Well, I didn't think that there was any 
SO necessary, and that it would be proper.

Q. Did you make any profits that year? A. In 1928?
Q. Yes ? A. I think so; I think we made some profits.
Q. How much did you make in 1928? A. I don't know; 

I would have to refer to the book.
Q. Could you find out by looking at your books? A. I 

presume that these are the accounts. If they are taken off the 
books, and Mr. Lennard has taken them off.

Q. Taken off by Mr. Lennard you take it that they are cor 
rect? A. I don't know. I will have to refer to the books. 

40 Q. They vary from year to year. For instance, in 1917 
there is upwards of 67,000; in 1918 there was 16,000? A. Yes.

Q. 1919, 43,000; 1920, 47,000; 1931, 27,000; 1925,10,000 odd; 
1927, 9900 odd. Now, I suggest to you that your depreciation var 
ied according to your profits for the year. A. No.

Q. Is that correct? A. No.
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Q. Why did you allow 9,900 in 1927, and 28,000 odd in 1923 ? 
A. In 1923?

Q. Yes. A. I cannot tell you now; I would have to go 
back to examine.

The Court: How did you work it ? A. It was on what had 
been done in the plant, in the way of additions and changes and 
improvements. If the plant had been put at the end of the year in 
as good a condition as it was in the first of the year, by improve 
ments and additions, why it reduced the amount of depreciation, 
because I didn't consider that depreciation should go on. In the 10 
year when we tore the whole mill down and rebuilt it there was 
a heavy depreciation.

Q. You are speaking of 1917? A. Yes.
Q. And that was the reason that you allowed 47,075.44 in 

1920? A. In 1920?
Q. Yes. A. I don't know.
Q. Have you any idea what that is based on? A. No— 

just as I have said, it was based on the way the business went,
Q. The way the profits went, isn't that it? A. No, it was 

the way that the plant was operated and worked. 20
Q. What improvements were there that were put in the 

plant in 1920 ? A. Well, I cannot tell you.
Q. Was there anything in the way of improvements since 

1917? A. Oh, yes.
Q. Didn't you re-build your whole mill in 1917? A. 1917- 

18.
Q. Now, was there anything between those years and 1920? 

A. Well, we had improvements going on all the time; but just 
what improvements were in 1920 I cannot remember now.

Q. Are you able to give any explanation, Mr. Cameron, other 30 
than the one I have suggested, that that-allowance in each year 
depended on the profits? A. Well, I have told you as clearly 
as I can that that question of profits might have entered in it to 
some extent, but it could not make any difference in the final re 
sults. Because if the money was not charged off in the way of 
depreciation it would be charged off in improvements, or in 
work and repairs, and so on, to the plant.

Q. Just please explain that, will you? Take 1930, for in 
stance, there is nothing allowed for depreciation at all ? A. No.

Q. How do you explain that? A. Well, we had done a 40 
great deal of work in 1929 on the plant; we had built a new 
power house, put up a new smokestack, taken down the old, and 
made additions to the plant there; and I know one year we had to 
reconstruct the burner, it got in bad condition, and we had to 
get under and put new foundations under that, which cost us
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quite heavily; and there were other times when there were addi- RECORD 
tions; one year we had to do a very large amount of work there in /„ tfo 
going over and re-planking our whole yard—driving piles and Supreme CourtIT- .11 i .11 .L t i j. -j. • i? j. of Britishre-planking the yard, so that we could put it in shape to use Columbia 
Ross carriers. It was originally put down with three-inch plank . —— 
over the yard, and 15 foot centres from the piles. And on almost Q^° '* 
the whole of the yard carrying cars we had to drive additional Rebuttal 
piling, put in new joists, and 4 inch planking, in order to carry j. o. 
the loads, for the changing from the use of trucks, that is the Cameron 

10 two-wheel lumber truck, to the carrier for handling the lumber. Cross- .
Q. Now, have you finished? A. I have finished, yes. S3*1932
Q. Now, do I understand you to say this, that in 1920 you Ju 

allowed an abnormally high depreciation of 47,000 odd because 
you had just completed large improvements to your Mill? A. 
Well, I don't know.

Q. You did suggest that, didn't you? A. Perhaps that is 
true.

Q. Well, is that correct or not I A. Well, that is ten years 
ago, and I haven't as good a memory to say about those things in 

20 a period of 12 years, and I have not thought about it.
Q. To the best of your recollection that is the best explana 

tion you can make of the large amount written off in 1920? A. 
What?

Q. Is that your explanation for the large amount written 
off in 1920? A. I wouldn't like to say, because as I say, I don't 
remember the figures, I don't remember what we did in these 
particular years, and I cannot tell you.

Q. I am afraid we will have to start all over again. I point 
ed out to you, in 1920 you allowed $47,000 depreciation; now 

30 why did you do it ? A. I don't know.
Q. You have no idea at all? A. Not now.
Q. But didn't you say a few moments ago that the reason 

must have been because there were a great many improvements 
made in the Mill prior to that ? A. No, I would say that there 
were less improvements made to the Mill if we charged off $47,- 
000 for depreciation.

Q. I must say that I understood you quite differently. And 
then, in 1930 is it correct that you did not allow any deprecia 
tion that year because you had spent a large sum in improve- 

40 ments? A. The year before?
Q. In 1929 you spent a large sum in improvements, and hi 

1929 you allowed depreciation of 29,184? A. Well, I don't re 
member how much was allowed.

Q. But your explanation of not allowing anything in 1930 
is that you had made costly improvements in 1929, capital im 
provements? A. That was the principal reason for it.
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(Cont'd)

Q. You see it appears a little inconsistent to me, to go back 
to 1920 you say you allowed a large amount because you had made 
improvements then, and in 1930 you did not allow any because 
you had made improvements. A. No, I never said we allowed 
a large amount because we had made improvements.

Q. I so understood you. A. It is exactly contrary.
Q. We will look at the transcript. You remember the prin 

ciple was this, that the more capital improvements there are in 
one year the more there is necessity for a proper allowance for 
depreciation, do you? A. No, the other way.

Q. You don't agree with that? A. No.
Q. That is, in succeeding years ? A. No.
Q. What is the principle of depreciation, according to your 

views ? A. The only thing that we have taken in the matter of 
this depreciation is to—we have carried a depreciation to some 
what state—to show the true condition. And when we got the 
depreciation down until it was around $100,000, why I couldn't 
see any good sense in continuing to make heavy depreciations on 
a plant that one machine, or one department of it was worth $100,- 
000.

Q. Mr. Cameron, do you really understand the principle 
which lies behind this idea of writing off on account of deprecia 
tion? A. Well, I don't know whether I understand the princi 
ple or not.

Q. Apparently you do not. A. Well, perhaps not. But 
my idea of the depreciation was to make it somewhat correspond 
with the conditions that we had. They were not to fool anybody, 
or to make any false statements.

Q. No; that has never been suggested. A. Nobody was 
interested in the proposition except ourselves; and I have under 
taken to make those from time to time as I thought the conditions 
at that time warranted. Purely arbitrary.

Q. I suppose you agree wih your accountant Mr. Campbell, 
and Mr. Grogan your auditor, that depreciation of that plant is, 
properly speaking, part of the cost of production of the manu 
factured article, do you? A. Ordinarily, I think that is true. 
But I never have considered that depreciation was a part of the 
fixed charges of carrying on a plant when we were taking out an 
insurance policy to cover the cash outlays that would accrue in 
case we had a fire.

Q. I am not speaking of fixed charges now, I am speaking 
of the cost of operation, the cost of producing your manufactur 
ed goods. You agree with that? A. Oh, you need reasonable 
depreciation of course.

Q. Because you are using your plant in producing the goods 
each year. A. But if you have got a plant that is worth say

10

20

30

40
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four hundred to five hundred thousand dollars, and it is depre- RECORD 
ciated until, I think I have heard it stated here that it is around /„ the 
$125,000, why it doesn't seem that there is any call to be taking ^.p̂ s^o 
a lot of depreciation on that. Columbia 

Q. Well, you would not have taken $125,000 for that plant .— 
at the end of 1930, would you? A. No, I don't think so. case

(Witness stands aside).

ALEXANDER WILLIAM MILLER— re-called, testifies: Ex-
amined in chief by Mr. Mayers: Examination

10 Q. Mr. Barrett-Lennard referred to page 22 and the follow- (ConVd) 
ing pages in the statement for the year 1929. Will you tell me 
what those figures, that I understood him to say at first were cost 
of production, really do represent"? A. That statement was 
made up by me at the end of the year, as information to the di 
rectors of our Company, the shareholders, the owners, as compar 
able — as an actual value of the stock that we had on hand, and 
which value could be obtained in the market at that time if dis 
posed of, as it is in this state, without any further production, 
or without any further manufacture of it, just allowing a two- 

20 dollar shipping and selling cost. We wished to make sure to be 
able to show the Directors at the end of the year the inventory 
was worth the value at which we took it in our books.

Q. So that the figures under the heading price are really the 
market value of each particular item of the inventory as it then 
stood, less two dollars! A. Allowance for shipping and selling, 
yes.

Q. Can you say how the volume of your business in 1931 
if the mill had not burnt would be compared with the volume in 
1930? A. Well, the volume would have been anyway quite as 

30 large. We had followed a curtailment policy during the latter 
part of 1930 — during part of 1930, which I was always quite op 
posed to, and insisted on going on at full tilt, and finally Mr. 
Cameron decided to do that. And we did that in January and 
February.

Q. Of 1931? A. Yes, of 1931.
Q. What would you say the volume of business in 1931 

would have been, compared in volume of business with that in 
1930, if the mill had not burnt? A. We could have manufac 
tured and sold as much lumber in 1931 as we did in 1930, and 

40 more, on account of our increased capacity, rather, I should say, 
increased operating time.

Q. Can you tell me anything about depreciation in 1920? 
A. Well, I have not had an opportunity of looking it up definite 
ly, but as I remember, I think there was an appraisal taken at
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the end of 1920; Mr. Cameron, if he would probably recall, that 
the inventory—that the depreciation was written off at that time 
in connection With the appraisal which we had taken.

Q. What is that ? A. In connection with an appraisal we 
had taken in 1920. I am pretty sure.

CROSS-EXAMINED BY MR. BULL:
Q. Do I understand you to say there had been a policy of 

curtailment towards the end of 1930 1 A. Well, we were inter 
mittently—we were trying to—at least the Lumber Associations 
were trying to encourage the matter of control in order to stabilize 10 
the market, and we had fallen in line with that to considerable ex 
tent in 1930.

Q. Your mill run would show that? A. Our mill run 
would show that.

Q. Looking over a comparative table there I fail to see any 
sign of curtailment in 1930. When do you say that started? 
A. Our operating hours record will show it.

Q Operating hours? A. Yes.
Q. Surely the Mill production would show it? A. It 

would. 20
Q. When do you suggest that started? A. Well, it start 

ed in I think it was about June, 1930, if I remember correctly.
Q. June, 1930? A. Probably earlier than that; I don't re 

member the month exactly.
Q. What is a fair average mill run for this mill? A. A 

fair average mill run would be, it might be from 140 to 180 thou 
sand.

Q. I mean for a month? A. There is no one month you 
can determine an average. If you are making Jap squares in 
any particular month you can run the mill production up to 200,- %Q 
000 in a month.

Q. 2,200,000 in a month? A. No, 200,000 feet per day.
Q. 200,000 feet per day, that would be 2,500,000 a month of 

25 working days? A. That would be five million, wouldn't it?
Q. Five million a month, yes. You say this policy of cur 

tailment started about June, 1930? A. Well, I don't remember 
the dates, but if we had our book here I could name you the 
date; I can tell you the date by looking at the monthly hours oper 
ation.

Q. In January 1930 your mill run was 2,541,000? A. 40 
Right.

Q. February 3,112,000; March 2,943,000; April 2,844,000; 
June 2,361,000; July 2,392,000; then October 2,346,000; December 
2,191,000; February 1931 2,251,000; pretty much the same? A. 
Our fire was in February.
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Q. On the 25th? A. Yes.
Q. Take January, 2,535,000. A. It has increased 200,000 

feet in the first month. s
Q. The same exactly as January 1930 ? A. Possibly. You Columbia 

cannot take January as an average, because the month of Janu- .-rr 
ary is a month during which there is usually a few days around Q^"" s 
New Years for repairs; conditions happen to a sawmill that have Rebuttal 
to be taken care of before we start up our operating after the A. w. Miller 
Xmas and New Year's holidays. Recalled 

1° Q. It would be quite fair as a general thing to take in a £ross: . 
period in the future if conditions remain the same, at the same jun™™"^ 
volume that you had in the same period before, would it not? (ConVd) 
A. I didn't get that question, Mr. Bull.

Q. I say when you are projecting a statement into the fu 
ture, as we have done here by one of these exhibits, is it not a 
fair thing, if conditions are the same, to take the same quantities 
as the Mill actually produced in the corresponding period before 
the fire ? A. Well, if you took the basis of production, you could 
not take January, as I say, on account of the particular reason 

20 that we probably did not operate the same number of hours in 
January, due to holidays at the beginning of the month, which 
always affect it. And February we didn't have an opportunity 
—I think if you will refer to our time statement of our Mill, that 
is the hours of production each day, you will find in the month of 
January 1931 we were operating at five hours more per day each 
day; due to the fact that we had decided to drop off the curtail 
ment policy, as it had not been proven to be very successful.

Q. In January 1931, then, your run was 2,535,174; which 
was the same or less than January 1930? A. It might be, I 

30 don't know how many hours we run.
Q. January 1930, 2,541,000; and in January 1931, 2,535,000 ? 

A. If you recollect, in June and July our production was only 
2,300,000 or 2,200,000.

Q. In July 2,392,000. A. And August?
Q. August 1,808,000. A. And September?
Q. September 2,241,000; October 2,346,000; so that you see 

there is very little difference. A. There is 250,000 feet a month 
approximately.

Q. In January 1931 it is the same as January 1930; and then 
40 200,000 feet for October and September 1930; so that there is 

very little difference. A. There is very little difference in the 
two months of January.

(Witness stands aside).
Mr. Mayers: That is all, I think, my lord. If there is any 

thing that occurs to me I will ask leave to put it in tomorrow 
morning.
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The Court: . If you both would be satisfied to let the Jury 
go now I would like to discuss with you the questions that I could 
put to the Jury. Then, even if we cannot agree on them, we can 
get started, and then you might think it over during the adjourn 
ment.

Mr. Mayers: I was not thinking of any questions, my lord. 
It seems to me there is only one.

The Court: Don't you think the Court of Appeal would 
expect us to put questions ?

Mr. Mayers: I don't think so; there is really only one ques- 10 
tion here.

The Court: Of course, if there is no question put—it will 
have to go to the Jury anyway. But on the other proposition I 
can imagine we would have to frame some questions in order to 
get any satisfactory result.

Mr. Mayers: I should not have thought so, with respect 
my lord; I should have thought the only question is whether the 
Plaintiff would have made its fixed charges.

The Court: But we have to see what proposition of law 
they are applying. The system of accounting would seem to me 20 
to be a question of law rather than of fact.

Mr. Mayers: I strenuously would oppose that, my lord. 
Surely there is no principle of law that prescribes the way in 
which a man keeps his books. It is purely a practical question, 
that the Jury is the tribunal to decide upon.

The Court: In any event, I would be in this position, I 
would prefer to put definite questions to the Jury, with a view 
if possible to avoid a new trial, because that would be expensive 
for the parties. But if you say that you are opposed to questions 
being put to the Jury, I would in any event have to tell the Jury 30 
that they are not obliged in law to answer the questions. We 
might not be able to accomplish very much, but I would very much 
prefer, and I think the Court of Appeal also, that specific ques 
tions be answered, so that, in accordance with the answers, the 
higher courts are able, to apply the law. That is all I wish to say 
about it for the moment.

Mr. Bull: I think questions should be put; I was going to 
suggest them. And I think the form of the questions should be 
considered.

The Court: Would you be satisfied to have the Jury go now 40 
—they want to get back to their work, no doubt—and we will talk 
about the questions?

Mr. Bull: Yes, my lord.
Mr. Mayers: Has not the Court of Appeal said that the trial 

ought to be before the Jury?
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The Court: Certainly I would not let them go if you object. RECORD 
I will let them stay.

Mr. Bull: On the question of time, as your lordship sug- o 
gests, the question would be put. If they decided first on the Columbia 
main question whether the fixed charges would be earned in the £>jsc~on 
relevant period, then they would not have to answer the other 
question at all. It is like damages in the ordinary accident case, 
you might say, analagous in this way, if there is liability then the 
jury considers the question of damages. So in this case. 

10 The Court: You cannot tell how the Jury is going to answer 
any of these questions.

Mr. Bull: Quite so.
The Court: And I think any Appellate Court would want to 

know on what the Jury did make up their minds—as to the length 
of time it would require to build that building. I feel very strong 
ly that that should be put as a specific question, and that that is 
essentially a question for the Jury.

Mr. Mayers: But they would not have to answer.
The Court: I cannot force them to answer; but I think it 

20 might assist a higher court to have a definite answer to that.
Mr. Bull: I cannot agree with my learned friend that the 

question of inventory prices and the question of depreciation are 
questions of fact. Because I am going to ask your lordship to 
charge the Jury that they must find a certain way on those two 
things, as being questions of law.

The Court: As Mr. Mayers put it in his opening, his ques 
tion would be, would they have been covered in whole or in part 
for the fixed charges and expenses if no fire had occurred. I sup 
pose that is the way he wants to go to the Jury; or only to ask 

30 the Jury to give a verdict for the Plaintiff or Defendant. What 
question would you suggest in that connection ?

Mr. Bull: On the question of liability ?
The Court: Yes.
Mr. Bull: Something like that, would the Plaintiff in the 

relevant period, that is the period which they find to be the 
period—would the Plaintiff have earned their fixed charges or 
any portion thereof, and if so, what portion 1

The Court: If no fire had occurred 1
Mr. Bull: If no fire had occurred.

40 The Court: Then I think you are both together on that. I 
would be satisfied to put it that way. That is the way Mr. Mayers 
opened.

Mr. Mayers: I am quite satisfied with those three questions.
The Court: Only two, then. The first is, how long would it 

take to re-build?
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Mr. Mayers: I suppose they should find formally that the 
Defendant has withdrawn its defence as to the amount of fixed 
charges, and that the amount we have put forward is the proper 
amount.

Mr. Bull: No necessity for a finding on that, because it is 
common ground, from the time my learned friend first got on his 
feet.

The Court: You admitted that. You have three questions, 
and the damages one of them. What were the fixed charges is 
common ground. How long would it take them to re-build—for 10 
the second. Would they have been covered in whole or part if no 
fire had occurred?

Mr. Mayers: I have no objection to that.
The Court: The difficulty I see is this, that an Appellate 

Court will not know whether the Jury applied the Plaintiff's 
system of accounting or the Defendant's.

Mr. Bull: I am going to contend that is a matter for your 
lordship to instruct the Jury on the question of accounting, and 
the question of depreciation.

The Court: Well, we will have to make the best we can of it. 20
(Court here adjourned until 10 a.m. tomorrow, June 14, 

1932).
Mr. Mayers: May I recall Mr. Miller for two questions ? 
The Court: Yes.

MR. MILLER: Recalled, testifies; Examined in chief by Mr. 
Mayers:
Q. I want you to tell me the range of figures that the extra 

cost of the lumber purchased would add to the average cost of 
production. A. The average cost of production is taken on the 
basis of just the actual footage taken through the Mill. And be- 30 
sides that we handled in 1930 4,727 odd thousand feet of lumber. 
The cost of handling that would be, the extra cost in connection 
with that would be between $2 and $6.50 per thousand, depending 
on the work which would be done during that operation.

Q. This is on the lumber purchased? A. On the lumber 
purchased.

Q. Would you give me the figures for the lumber pur 
chased for the months of 1930 and the first few months of 1931 ? 
A. January 1930, 144,889 feet; February 228,118 feet; March 
611,814; April 667,024 feet; May 678,654; June 770,203; July 40 
373,964; August 253,384; September 145,885; October 188,288; 
November 344,633; December 321,138; making a total for the 
year 1930 of 4,727,972. In January 1931 30,050 feet; in Febru 
ary 111,375 feet.
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CROSS-EXAMINATION BY MR. BULL: RECORD
Q. Mr. Miller, of that 4,727,972 feet produced in 1930 the SupremeCourt 

average cost was $31.63, wasn't it? A. I think, something like of Britishthat. Columbia
Q. Whereas the total cost of manufacturing is $23.20 ? A. plaintiff's Yes. Case
Q. Giving any consideration, then, to the lumber purchased 

would tend to increase the inventory prices of the stock on hand ? 
A. Increase the inventory prices? Cross-" 

10 Q. Yes; the cost of purchased lumber was $31.63 per thou- Examination 
sand? A. Yes. June 14,1932

Q. Whereas the cost of manufacture was $23.20? A. Yes; 
but it would reduce the cost of manufacturing to quite an extent.

Q. The cost of manufacture is given at $23.20? A. That 
is in relation to the sales price, that has only relation to what we 
may sell it for. Whereas it raises our cost of manufacture on 
the actual lumber purchased now.

Q. $31.63 was the purchase ? A. That is as far as the lum 
ber purchased is concerned. 

20 Q. That is all right.
(Witness stands aside).
Mr. Bull: I take it your lordship is going to deal with the 

questions. In view of what we said yesterday I have to tell your 
lordship that I have revised my idea as to the form of questions 
I want to submit, your lordship.

The Court: I will give you a copy of these. I spent nearly 
all night on the work; I have been greatly worried on these; be 
cause this is not the case that is usually tried by a Jury. You 
might glance over them. I tried to make it fair to both sides. 

30 It is to avoid the cost of a new trial that I am driving at. If 
they answered question 2 in the negative then of course the action 
would be dismissed. I will have to explain that to them. If they 
answer it in the affirmative, then I think the Court of Appeal 
should know whether or not they took into consideration the mat 
ters mentioned in questions 3 and 4.

Mr. Bull: Well, my lord, the general purport of the ques 
tions which I had drafted—there are only three—are to import 
into the questions the conditions of the policy, as to the past ex 
perience and future probabilities. For instance—may I hand a 

40 copy to your lordship ?
The Court: Isn't that a question of law entirely?
Mr. Bull: I think not. I think your lordship coming to a 

conclusion without a jury would have to consider the terms of 
the policy; therefore if the jury is to consider the question of fact
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surely they must also go into the terms of the policy. That is a 
matter for your lordship to instruct them on. The first one there 
is no difficulty about. The second is framed as it is so as to re 
move any objection: "If no fire had occurred, would the Plain 
tiffs having in mind the experience of the business before the 
fire and the probable experience thereafter, have earned during 
the period of reconstruction anything over and above the cost of 
operations excluding fixed charges?" The reason for that is to 
avoid as far as possible—because it is very easy for anyone to be 
confused on the question of overhead, and mingling of overhead 10 
with other operating costs. The way I propose to put it to the 
Jury is just—a company must earn its cost of manufacturing, its 
operating cost, before there is anything left for overhead. To 
determine the earnings there is first the costs of manufacture, 
operating costs, then overhead, and profits. And I think, putting- 
it that way, if they answer that in the negative, that would be 
the end of the case. If, however, they answer that in the affirma 
tive, then they must be of the opinion there is something left over 
and above the costs of operation, which would be applicable to 
fix the amount. And the third question is to find to what extent 20 
then would there be any surplus over the cost of operations. With 
regard to your lordship's questions 3 and 4, I quite see the use 
of that, although I thought your lordship might treat that as a 
matter of direction to the Jury, on which they were bound.

The Court: I think it is a matter of mixed law and fact, the 
way the case stands now.

Mr. Bull: I should have thought, my lord, that it was a 
question of absolute direction on one of two grounds, first, the 
question of law, and secondly on the evidence I am going to refer 
to—the evidence is all one way, in which case it would be equally 30 
a matter for a charge by your lordship.

The Court: Well, I would not take the responsibility of di 
recting them specifically to find. The evidence is there, and I pro 
pose to review it for them.

Mr. Bull: Yes, my lord.
The Court: I would not say that they are bound to find. 

They might not believe any of this evidence; they might not 
even believe the witnesses, or the whole of the evidence of any 
witness.

Mr. Bull: Except the Plaintiff would be bound by his own 49 
witnesses.

The Court: Well, I would not take those two questions a- 
way from them, I think. Now as to question 2, I am inclined 
to think it is put in better shape—yes, 2 and 3, I think they are 
in better shape than mine are.
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Mr. Bull: And one other criticism if I might venture to RECORD 
your lordship's question 2, it is predicated on ten months, which iatbe might be misleading. supreme court

The Court: I intended to mention to the Jury, the only Columbia 
reason I mentioned ten months there was because the Plaintiff's 
claim was based on the ten months period; but they would under- 
tand they could put it seven or eight months or anything else; 
they would work on that basis. And then on my B of 2, I put 
there on the average monthly basis. If they find it was seven 

10 months, and they only had so much money, they would divide by 
seven. Well, I think I will have to do that while you go to the 
Jury.

Mr. Mayers: My lord, I have no objections to the first two 
of your lordship's questions. I strongly object to any amend 
ment to the question such as my learned friend has put forward, 
because it is a very confusing and complex question. Your lord 
ship can instruct sufficiently to cover everything that my learned 
friend wants. And while your question leads to a clear and con 
cise answer, the question that is submitted by my learned friend 

20 might lead to very considerable complications.
The Court: I will take your advice on it, Mr. Mayers—be 

cause 1 sat up all night on it, and it is the best I could do; and 
if I decided it now I would not have so much confidence in my 
view. I will put the questions as I have drawn them.

Mr. Mayers: May I object to the third question, then, my 
lord'? Your lordship has put the actual cost of production; now 
there is no such thing in my contention.

The Court: That is for you to argue.
Mr. Mayers: But how can they answer the question on the 

30 false basis?
The Court: I don't want to argue on it now, but it iisi sug 

gested on the other side that the books show the actual costs of 
production.

Mr. Mayers: But, my lord, the whole contention is, on the 
one side, it was an actual cost of production, and the other side 
says it is not at all the cost of production; therefore that has to 
be submitted to the Jury, and not to be used as the basis of a ques 
tion.

The Court: This is the way I intended to put it—you say 
40 I cannot get the actual cost of production, and I do not need to 

do so; that is your point?
Mr. Mayers: Yes.
The Court: You take an arbitrary value of $15, and you 

say this is the proper way to make it up; now the other side say 
that is not so at all. They take the actual production from your 
own books. And I think the Court of Appeal is entitled to know 
which of these views the Jury accepts.
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Mr. Mayers: My point is to put it in some of these ques 
tions by taking as a basis the application of so-called actual costs.

The Court: Well, I would not see any harm in. that.
Mr. Mayers: Because I do not wish for a moment to have 

that assertion as it were made the basis of a question. As the 
question reads at present;—

The Court: (Interrupting) : I think the actual costs of pro 
duction, as set up by the Plaintiff.

Mr. Mayers: As set up by the Defendant.
The Court: As set up by the Defendant; I think that would 10 

be all right.
Mr. Mayers: Yes.
Mr. Bull: It must not be taken that I am acquiescing in these 

alterations.
The Court: Oh, no. I would not change it now, I think, I 

might be in more trouble. I believe if these questions are an 
swered the Court of Appeal will be able to apply the law. Pos- 
siby as your basis of computation, the actual costs of production 
as set out by the Defendant. All right, Mr. Bull.

Mr. Bull here addressed the Jury. 20
Mr. Mayers began his address.
Court adjourned until 2 p.m. 
June 14, 1932; at 2 p.m.
Mr. Mayers continued his address.
Mr. Mayers: Now, question 3: "In answering question 2 

have you reached your conclusion by taking as your basis of 
computation the actual costs of production"—I would ask your 
lordship now to amend that slightly, by saying: In answering 
question 2 have you considered depreciation in plant as a part 
of the necessary cost of production in 1931. 30

The Court: Perhaps it would be better to say, of such cost 
of production.

Mr. Mayers: Part of the necessary.
The Court: I do not want to get it brought into another 

question like necesssary there; but so that there is an understand 
ing that we are using the costs of production all the time.

Mr. Mayers: But depreciation may or may not be con 
sidered.

The Court: That is for you to argue with the Jury. But still 
I want to keep my questions as precise as I can. I will change 40 
it to such costs of production.

Mr. Mayers: Yes, for 1931.
The Court: It can only refer to 3. That is the only place 

it can refer to.
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Mr. Mayers: That, I hope, gentlemen, makes it quite clear RECORD 
to you. (Concluding his address). inthe

Mr. Mayers: I now ask his lordship to instruct you that supreme court 
you are entitled to award interest at five per cent on the amount Columbia 
which you may find, from the date of the fire.

The Court: Well, I don't suppose that is disputed.
Mr. Bull: Not under the statute.
The Court: I would have to give that anyway by the law.
Mr. Mayers: It says the Jury on the trial of any issue may— 

10 The Court: As a matter of fact if you find a verdict for 
the Plaintiff in so many dollars, then you will add to that five 
per cent from the date of the fire—until what—

Mr. Mayers: Until date.
The Court: Until date.
Mr. Mayers: I don't think the Jury have been asked to 

find any specific amount; but I think it might be well—all they 
are asked to do is to answer questions. But we can put a sixth 
question, ,and '$ay: Do you award interest ? And they can say 
yes or no to that.

20 The Court: Well, I think I better leave that for after 
wards.

Mr. Mayers: Well, there is no harm in asking them.
The Court: I think you were in a case recently where you 

had about twenty questions, and now nobody knows what the 
result is.

Mr. Mayers: But I know what they mean.
The Court: But I am trying to get a half-way course; I 

think we will stick where we are, and let the chips fall where 
they will. 

30 Mr. Mayers: Then interest will follow the verdict.
The Court: Without question, if the jury find for the plain 

tiff, they are entitled by law to five per cent.
Mr. Bull: Just one thing, about the amendment suggested 

to number 4—that might be very confusing; because the cost of 
production as used by the Defendants throughout these proceed 
ings, as such, has not included anything for depreciation; de 
preciation is something separate and apart. It is referred to as 
being part of the cost of production, that is on the basis of show 
ing a profit or loss; but where I have used cost of production in 

40 these statements there is nothing included in that amount for 
depreciation.

The Court: That is clear. And that is a ground too, be 
cause in their statement of claim they say excluding that.

Mr. Bull: One other thing, I would ask your lordship to 
carry in the minds of the Jury Exhibit 23; my contention was 
there was a miscalculation; but although there is an apparent
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RECORD miscalculation there of the three per cent deduction, it is correct-
latke ed when it is carried out into the last column.

sup™™ Court The Court: That is in response to some question the juryof British in rColumbia asked.
— Mr. Bull: Yes, the three per cent is 4,338; but that does 

D 8̂e co Jury not show, that increase, in the last column. 
McDonald, j. ^ne Court: I take a note of that.

CHARGE
The Court: Gentlemen of the Jury; In the first place it is 

essential to remember this, in a case tried by a Judge and Jury, 10 
our functions are distinct and separate. The duty of the Judge 
is to direct the trial, to try and get the evidence in properly, and 
then tell you upon any questions of law what the law is. The 
facts are entirely for you. Now if at anytime during the course 
of what I have to say, I should indicate my view as to what the 
facts are, you should ignore that entirely. You are sworn to 
find the facts on the evidence. And I do not want you,to take 
any indication whatever that I am giving you what I think about 
the facts, as leading you one way or the other to any conclusion. 
The facts are entirely for you. Keep that clearly in your mind. 20

It is a difficult case, at its best. But I still think you, being 
a special Jury, business men of experience, there is no reason 
at all why you, in arriving at your conclusion on the facts should 
not sit as judges, keep your minds as judges try to do, on the 
evidence, without thought of how it may affect one party or the 
other. And if you do that, there is no reason on earth why you 
should not reach the conclusion that ought to be reached upon 
these facts.

In every action that is brought into court, as the lawyers ex 
press it, the onus is on the Plaintiff; the Plaintiff has to prove his 30 
case to your satisfaction before he may recover. And it is for 
you to say, on the whole of this evidence, whether or not the 
Plaintiff hate) discharged that onus. If the Plaintiff has, then the 
Company is entitled to judgment, for some amount at least. If 
they have failed to carry that onus, then the action will have 
to be dismissed.

Now that some discussion as to legal points has come up, 
what struck me about the cases that were cited by counsel on both 
sides this morning was this, that not any one of those cases re 
lated to an insurance policy; and I doubt, therefore, that they are 40 
of very great assistance to us; though there is not doubt that 
they do lay down the law in regard to the fact which were then 
before the Court, You must continually throughout your con 
sideration keep this fact clearly in mind that this Policy—and
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they are all the same—this Policy is what is called in law an in- RECORD 
demnity Policy. Now I do not know whether it has ever occur- Ittt/,e 
red to you or not, but it struck me when I heard it first, a life Supreme Court

I'-ij j i l * r» • OJ DftttSfoinsurance policy is a bet, a wager; the life insurance company Columbia 
bets you that you live a long time, whereby they will collect a — 
lot of premiums; you bet them that you will die soon, whereby £, "ge to 
your beneficiaries will collect the amount of the policy, although McDonald, T 
you may have only paid one premium. It is a wagering contract, (Cont'd) 
recognized as such in law. I may be the poorest of men, a tramp,

10 but if I have a life insurance policy for a million dollars, and my 
premiums are paid, if I die the insurance company must pay that 
million dollars, it does not make any difference who I am or what 
I am. And for that reason, as is often said, many people are worth 
more dead than alive. Now then, this is not that kind of a policy; 
this is another kind altogether. There is no wager about this. 
This is a cold contract by which the insurance company says, if 
you lost by reason of a fire the amount of your fixed charges, or 
some part thereof, we will put you back where you were before as 
to that matter, had there been no fire. Or, as they say in law, we

20 will indemnify you. Now a siinilar condition arises in your 
ordinary fire insurance. You may insure your house furniture 
for three thousand dollars, and you pay your premium, and if you 
have a fire you do not collect $3,000 necessarily, you have got to 
prove what you lost; you may have only lost $1500 worth of stuff, 
and if so, that is all you can collect; because they only agreed to 
indemnify you; they were not going into whether you would have 
a fire or not, they said, if you do have a fire we will pay you 
what you are out, namely, the value of the furniture which was 
burnt. It you insure your automobile for a thousand dollars a-

30 gainst theft, and it is stolen, you do not collect a thousand dollars 
necessarily, if it is proven that the car is only worth $500, that 
is all you can collect. I do not want to repeat mtyself, but I do 
want you to carry that clearly in your minds if you will. The 
Plaintiff has got to prove its loss under this Policy before it can 
recover. Mr. Miller put it, I think, very frankly, he said, Well, 
we paid our premium and we thought we were entitled to collect. 
Now, he is perfectly honest about that. I was rather impressed by 
Mr. Miller; I do not say that as affecting one witness as against 
another, but he struck me as a pretty satisfactory witness—but

40 that is for you, as I told you before, you size those things up for 
yourselves. But Mr. Miller said frankly, We paid our premium 
and we thought we ought to be able to collect. He is honest about 
it. He is honest about it, but he is wrong about it. The fact 
that he paid his premium does not touch the matter at all. The 
question is, did they prove their loss ?
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RECORD Now, what is insured? You will have the policies before 
iii~ihe y°u> and this is wiiat they insure:—this one that I have is the 

supreme Court Canada Security Policy, it is for $2500, on fixed charges as here- 
°Cofumbfa inafter defined; and it goes on to say: Under certain conditions 

— this Company shall be liable under this Policy for the actual loss 
Oiarge to Jury sustained, consisting of such fixed charges and expenses as must 
McDonald J necessarily continue during a total or partial suspension of busi- 

(Cont'd) ness; here is your limitation, to the extent only that such fixed 
charges and expenses would have been incurred had no fire 
occurred. Now I put a little line—I don't think there is anything 10 
wrong in doing it, so that the record will be clear—I have put 
a little line beside what I consider the essential things that you 
must look at in the Policy as the basis for your consideration. I 
do not change any word, or anything, but just so that you can 
quickly put your hand on what you want. And the other part— 
1 put opposite paragraph 2, the words which have been mention 
ed so often, "due consideration in either case being given to the 
experience of the business before the fire and the probable experi 
ence thereafter.'' Now that is the contract. That is the contract 
that they are suing on. And you are governed by it, and I am 20 
governed by it, and they are governed by it.

The Plaintiffs say, as I understand them, You should not 
give very much consideration to what took place before the fire. 
I am not prepared to lay it down as a proposition of law that you 
cannot consider anything else except the experience before and 
the probable experience after; I am not prepared to read those 
words as absolutely exclusively of every other consideration. 
But they are there, and they do say due consideration to be given 
to both these matters; and there is no other guide set up in the 
Policy by which you are to be guided in reaching your conclusion; 30 
and I know of no other guide. That is the one that the contract 
provides for. Now there are certain things admitted, which are 
not always admitted; these policies are admitted, you need not 
worry about that, and the fire is admitted, and the date of it. 
And there is another important thing admitted, and that is this, 
that the maximum amount which they can recover is $115.56 per 
day, for the time that they were necessarily out of business. 
That is the limit that they can recover. And from that point 
of view, it is essential when you come to answer your questions 
to answer them having in mind always the working days; we 40 
talk generally about months, and so on, but I would like you to 
think of it as so many working days, all the way through. And 
if the Plaintiffs get the maximum then that they could recover, 
if it were say 200 days, it would be 200 times $115.56—or what 
ever number of days you reach. And another thing that is com 
mon ground now, I understand that the experience of the Com-
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pany is that $3,000 a month is speaking generally as near as they RECORD 
can get to what their fixed charges are. i^i,,

Now you have the questions Mr. Mayers handed to you. The Supreme court 
first one is, What time would have been required—and Mr. cofumlia 
Mayers is quite right in bringing your attention to that—with the — 
exercise of due diligence and dispatch to re-build or to replace the p"ge to •'ury 
buildings and equipment destroyed ? I had inserted in my notes McDonald, J. 
the word reasonable. They are not bound to put on a forced (Cont'd) 
crew. But under all the circumstances they must use due diligence

10 and dispatch, nothing more and nothing less. And that is for 
you on this question, whatever may be said by anybody else in 
the case, this question is essentially one for you. It is a sort of 
question where the Judge is always glad to have the assistance 
of a Jury.

Now just as briefly as I can I want to draw your attention 
to the evidence on this point of time. Rice was the first witness, 
a man from Seattle, who for some years, as was pointed out, has 
been engaged in selling, while he had experience in this line of 
work, in building; building other mills, including the Plaintiff's

20 mill in 1917. He estimated it would take eight months after the 
site is cleared. Now, as I go along, watch this, because I refer to 
it out of my own notes, and if I cite anything that is not in accord 
with your recollection, you should come back and have it read to 
you from the transcript of the notes as taken by the Steno 
grapher, because I may have taken a wrong note.

Rice admits in cross-examination that Tucker, who was going 
to be called for the defence, is one of the leading men in his line. 
Then Brown, John Henderson Brown, the man who is a real 
builder, and a construction engineer, was called for the Plaintiff,

30 and he has built some big mills, the B. C. Fir and Cedar Lumber 
Company, Joseph Chew Shingle Company, Thurston-Flavelle 
Limited, Port Moody—these are all mills of importance, we all 
know them. And he was on the site on the 27th of April. And 
he went into consideration of what time it would require, and 
what work would require to be done to build another Mill. The 
idea was not to replace the old Mill just as it had been, but to 
build another Mill. He went into the details; he tells you how 
long it is going to take to do this, and that he puts his times as 
required, he doesn't leave one job to go on with another; he does

40 them one after another; and he says that is the way it ought to 
be done; and he puts his time at 211 days, in addition to the 
time required for clearing, and in addition, further, to the time 
required for tuning in. Now as contended to you by Counsel 
there is just one little weak spot in Brown's evidence, at least 
you might think so or might not; if you look at Exhibit 14, Mr. 
Brown, when he made his first estimate, he was then assisting the
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RECORD insurance companies; when he made his first estimate to replace 
Inthe this mill just as it was, he only allowed in all at that time 186

Soi PBrithb°urt ^ays< ^ou see nig new %ure is for another kind of Mill. But
Columbia his first figure was 186 days.

— Then Walton, from Everett, he had experience of a fire in
Charge to Jury IQ2^ he had Mg fire ^ July 1926 &nd he wag ^ operating again
McDonald, T. until September, 1927. But you might find not so very much 

(Cont'd) strength from this evidence, in this way, that he did not have 
the same proposition that was here, because here we only have 
to consider a sawmill being burnt, while Walton's sawmill, 10 
power plant, his sheds and part of his planing Mill were all des 
troyed. Perhaps you might think that there was more work to 
do there than there was to do here. And Tucker was employed 
by him. And Walton certainly said that Tucker had given him 
an estimate of six months. Mr. Tucker, in the box, did not come 
out, in the final analysis, as I read his evidence, he did not say, 
No, Walton is mistaken; what he did say is, I think he is mis 
taken, because I have no recollection whatever of giving that 
estimate. You saw him, and you will have to reach your best 
conclusion. Now, Walton also gives Tucker a good reputation; 20 
because he said in cross-examination that Tucker's opinion is as 
good as any you can get—I think those are his own words.

Mr. Farris, from the Great Central, he had an experience; 
his mill construction took six months and ten days; and it took, 
he said, sixty days more to get into operation. He built a saw 
mill, a power house and a boiler house, not quite the same as 
here.

Mr. Ford, the pile-driving man, said you could drive nine or 
ten piles a day. That is not disputed. In connection with piles 
you will remember this, Brown estimated 381 piles occurring in 30 
the new plant they were making, whereas in the old plant as the 
Mill stood, as pointed out by Mr. Tucker, instead of 381 it was 
290, I think. However, you can get that definitely. And then 
also the Plaintiffs pointed out that Mr. Lennard, the accountant 
who was called, wrote a letter to Thompson, one of the insurance 
company's men, and said that Crombie the adjuster had given 
an estimate of eight months. It is for you to say what weight 
you should give to that, if any. We have no evidence whatever 
that Crombie knew any more about it than anybody on the street. 
He probably had some information from somebody. Now, the 40 
only one of all these witnesses who is a construction engineer was 
Brown. The others simply say, In my case this happened, and in 
my case this happened. Brown gave an estimate; and Brown is 
faced by Tucker. You have got Tucker's graph, study it; and 
remember, in the box he said he has been going along for years— 
you heard him give his evidence in chief, and you heard his cross-
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examination; how did he strike you, is he a man who knows his RECORD 
job? Is he a man who stretched his evidence for the benefit of in 
the parties who called him, or did he give his honest opinion ? I s"j t>£ s 
have nothing to say about that whatever; that is entirely for you. Columbia 
Sometimes we find in cases of this sort that the truth lies some- — 
where between. Although witnesses are honest—I have noticed ^get 
I know, even with honest people, sometimes, if they are called on McDonald, j 
one side, unconsciously—they do not know they are doing it— (Cont'd) 
once they go on one side, it is something like a baseball game, you

10 want your own side to win. I do not think I could avoid it if I were 
in the box; and I am not blaming anybody else—you'might try 
to avoid it. So, therefore, sometimes—although you can use your 
own 'judgment about it—sometimes we find the truth somewhere 
between, in the feeling that each side has stretched it as far as 
he could honestly do so, for the benefit of the side calling him. 
Tucker's estimate is 118 days; allowing 12 days to tune in. Now 
that is as to time.

I suggest to you, Gentlemen, that you start right out and 
answer that question first try and get together on it somewhere

20 and put it in working days, so many days. The minute you have 
done that, I would like you to do this: having reached that con- 
conclusion, whatever number of days you say, the minute you 
have done that—and I am only trying to assist you—then forget 
it—just forget it, say, Now that is one thing we have done, we 
are through with that; now, do not think about that any more, 
for the present at least. And the next thing that comes to your 
mind is the difficult question, and that is number 2: Would the 
Plaintiff Company, had no fire occurred, have earned its fixed 
charges during the last ten months of 1931 ? Now, I filled up that

30 ten months in there because that is the figure that the Plaintiff 
suggested. And I would ask you, Mr. Foreman, the moment you 
have reached a conclusion on number 1, that you take that—I 
am not making any suggestion, but suppose you said 200 days, just 
write in there, Answer 200 days, and then strike out the words, 
ten months, that I have put in, and put in instead of the ten 
months, put in 200 days, or whatever days you fix. I am asking 
you to do that, now, Mr. Foreman, if you will. Nowf having 
done that, leave question 2, do not answer it yet, and go down 
to 3, and say, Now, before we answer 2, are we going to take

40 into our consideration $15 a thousand, or the costs of production 
as set up by the Defendant ? It seems to me that is the only fair 
and honest way that you can answer 2. And if you say to 3—I 
am suggesting that you answer it first—decide what you are go 
ing to do—if you say, No, I don't think it has got anything to 
do with it, all right, say No. And then go to 4, and say, Well 
now, should w;e consider depreciation as a part of these costs of
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RECORD production ? If you say no, all right. Then go back to 2, and
/„ the then you know where you are. But if you say Yes, I think wesupreme Court should consider the costs of production, why say so. If, we

cofumbfa should consider depreciation, say so. And if we are going to con-
— sider depreciation, answer the last thing of all, how much ? ThenCharge to jury having got that, whichever way you answer it, and it is up to you

McDonald j —whichever way you answer these two will guide you in how you
(Cont'd) ought to answer 2. A)nd the success or failure of the Plaintiff

in establishing its claim will depend very, very largely on how
you answer that question. 10

3 and 4 it seems to me are the vital things. That is where 
the big fight has been. And in that connection I think I ought 
to say this, now, both from the cases that were cited by counsel 
this morning, and from your own common sense, supposing you 
had never heard this thing discussed before, isn't this fairly clear, 
that what may be perfectly all right for your own purpose in run 
ning your own business as between your Directors and your 
Shareholders, what may satisfy or may not satisfy your banker, 
may be used for that purpose; what may satisfy or not satisfy an 
incoming shareholder may be used for the purpose—but none of 20 
these things is w^iat you are considering here. Now, do not for 
get that. You are not dealing with shareholders, you are not deal 
ing with purchasers, and you are not dealing with bankers; you 
are making a claim against an insurance company. There is no 
body here says they have not kept their books properly. Why 
they have. I do not suppose you could find a better set of books; 
I never saw anything better. But the insurance companies say, 
They are fine books, and I am going to take you right on your 
own ground, and I am going to say, and prove by your own books, 
you could not make any money, and you did not make any money. 30 
And that is the defence.

Now, these terms as to costs of production, while none of us 
may have thought of it when the case opened up, we have certainly 
heard a good deal Jnow. What struck me is this—I don't know 
whether it appeals to you at all—aside from bookkeeping alto 
gether, aside from making up claims altogether, I w^s thinking 
last night, Suppose I am running a little shop or factory, and I 
am making wheelbarrows, I have got to buy my wood and my 
iron, and hire my men; and I have got certain other things; and 
I find that it cost me ten dollars a wheelbarrow; if I sell it for 40 
$12 I make $2 on it, and if I sell it at $8 I lose $2 on it. Now, I 
don't know whether that is of any assistance to you or not. The 
defence say, You cannot show us whether you made a profit or 
loss unless you start out and work from your actual costs of pro 
duction ; because you cannot make money unless you sell for more 
than it costs you to produce. Now, the Plaintiff says that is ab-
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surd; Mr. Mayers laughs at it. Why absurd? My figure, he RECORD 
says, is far more sensible; I take $15—I think it came out in inthe 
evidence that the Chemainus takes $12; one witness, I think it sou,^er^ourt 
was Miller, I am not certain of that, said, Why, you might as well Columbia 
take $8, it would be just the same. Now, for their own purposes, _, — Tj» j. j? .L -L • £. Charge to Juryfrom year to year, or even for taxation purposes, year after year, D A6 J ' 
probably that same figure kept under the selling price on the mar- McDonald, J. 
ket, why, that is all right. But, again, keep in mind what you are (Cont'd) 
doing. It has got nothing to do with it. You are trying to show

10 that before you lost that mill in 1931 you would have made money; 
and you would have made your fixed charges, or a certain pro 
portion of it. Now, can you ignore the costs of production, and 
take an arbitrary figure, in reaching a conclusion as to whether 
money would be made or lost 1 It is for you to say. Now then, 
you will have at this stage before you the statement of claim, show 
ing how the Plaintiffs make up their figure; and you will have, 
on the other hand, Exhibit 17, showing how the Defendant makes 
up the answer. In my copy I have put a little circle around these 
figures, by which, as admitted by the witness in the box, Campbell,

20 I think, either Campbell or Grogan, that the cost for 1931 would 
have been less than in 1930, and was down to $16.56, whereas in 
the two months just preceding the fire it was $18.99—which they 
call $19 flat. You find that all on Exhibit 17. Now, here is some 
evidence on this question; as to whether or not you should con 
sider the costs of production. And the Plaintiffs at least cannot 
complain, I should think, if you accept the evidence of the wit 
nesses whom they called on these questions. Now here is the evi 
dence you have on this question of whether costs of production 
should be considered in ascertaining the true position. You first

30 have the authorities which were cited, the books; and no books 
have been cited to contradict the proposition as there laid down, 
and Mr. Grogan admits that the writers of these books are recog 
nized authorities on the question of accountancy. That is your first 
bit of evidence. Lennard states positively that you must consider 
costs of production. Scollard, the accountant from Seattle, who had 
been with Price Waterhouse for years, he states positively, and 
Campbell admits it, the Plaintiff's own bookkeeper—I have a note 
of what he said—he admits in cross-examination, you must con 
sider the cost of production to ascertain the true position. Grogan

40 repeated, after he was recalled, he stands on his own system; he 
says, I still insist that is the best system in making up this account; 
he says I didn't like it, I don't like it, it is a hybrid scheme, but 
it is the best I could do. And he admits that the $15 has no rela 
tion whatever to the costs of production. Taylor, the man from 
the Puget Sound Lumber Company—I think he was called on 
another question—he admitted it, that you must, to ascertain your
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RECORD true position, consider the costs of production. And Miller, the
!„ ,he secretary, he said this, According to my note, if we adopted any-

Supreme court thing else than the arbitrary value, $15, some years we would
Columbia show a big profit, and some years we would show a big loss. And

— that is the very contention of the Defendants in this case. That
Charge to Jury jg exactiy what they say. And they say, Unfortunately for you,
McDonald, J. ^r- Cameron, it is not our fault, but unfortunately for you, the

(Cont'd) period in review shows that that would have been one of the bad
years, when you would have suffered a big loss. Now, that is the
evidence on that question. You have the figures, as I told you, in 10
Exhibit 17. Now, which do you think is the fair method? To
take an arbitrary value of $15, or $10, or $12, or $8, or to take
into question the costs of production ?

And if you do take into account the costs of production, note 
this—I do not think this will be disputed—if you consider that the 
inventory at $19 on the first of March, I think it is admitted on 
all hands that their stock, I don't care whether it is boxes, cross- 
arms, lumber, shingles, lath, or anything else that they made, that 
very stock that is standing in that yard on that day cost $19 or 
more to produce. Because the costs of production had been com- 20 
ing down. And as you go back, up they go. I think that evidence 
is there. So that when the Defendants say, We take your own 
books, and we place the value at $19 in the opening inventory, 
they say, well, we are giving you the benefit of the doubt, because 
if you took any other figure you would have to take a higher figure, 
and it would cost you more. And that is an answer to the Plain 
tiff's contention that you cannot fix the price, it cannot be done, 
because one piece cost so much, and another piece cost so much. 
But what I have been trying to understand—you can give such 
consideration as you see fit to it—what is that book ExJhibit 81 80 
Take it with you, I have not examined it, I have only listened to 
what has been said about it; why did they make up every month 
that statement of their average costs of production covering their 
whole product I That is a lot of work. If it does not mean any 
thing, why did they do it ?

Now then, the other main question is depreciation; about 
which you have heard a great deal. I am not going, as Mr. Bull 
requested me, to charge you on this question as a matter of law. 
I rather think it is not. Although the Court of Appeal will be in 
a position to deal with it better than I can. I am putting it to you 40 
as a question of fact, as requested by Mr. Mayers. Now then, in 
the pleadings, making up their claim they admitted—they say so 
in their statement of claim, and they stand on it—we do not allow 
for any depreciation as a part of the costs of production, we do 
not think we should, because our mill had been running a number



211

of years, and we had depreciated from time to time, one year $69,- RECORD 
000, some years ago, another year $47,000, the last time we made /„ tbe 
an entry was at the end of 1929, when we depreciated to the extent Supreme Court 
of $29,000; having done that, we depreciated to the full- extent; Columbia 
and therefore we are not called upon to show arty depreciation — 
for 1930, or in 1931—and I suppose they would go on and say in g1^ to Jury 
1932, or any other time; that would be where their argument would McDonald, j. 
lead, I should think. Now, Mr. Cameron was called on this ques- (Cont'd) 
tiori, J. O. Cameron, I think, and he says, I did this myself, I

10 looked over the business at the end of the year, and I got the books 
and figured everything out, and I decided how much to allow for 
depreciation that year. When he is asked, Why did you in 1920 
allow $47,000 ?—I certainly could not find that he gave any satis 
factory answer. You may have. I could not understand his ex 
planation; why a large amount that year, and small amount 
another year, nothing at all the next year. Now, what have you 
got on the other side ? And, as I say, you have got to decide it on 
the evidence. Here is what you have got. Campbell, the Plain 
tiff's bookkeeper and accountant, admits that depreciation is a

20 part of the costs of production. Mr. D. O. Cameron admits it. Mr. 
Grrogan admits it—their auditor—Grogan put it very neatly, and 
he put it this way, he says, We did not allow any depreciation in 
making up our statement because we thought we had depreciated 
to the limit. And when it was put to him in cross-examination he 
acknowledged that each year a mill is used should bear its proper 
share of depreciation; for instance, if based on a life of twenty 
years, a certain amount is written off; and if the life turns out 
more than what was expected, the proper practice would be to go 
back over the years and re-adjust, and make a perfect re-distribu-

30 tion of the amount for depreciation, Now, from the transcript, 
here are the questions as they were put to him:

"Q. Now, I was going to ask you about depreciation again, 
although I understand you to agree that the principle involved 
with depreciation ordinarily is one of the costs of production, you 
agree with that? A. Yes.

Q. Just the same as the wages ? A. Yes, one of the expen 
ses of doing business.

Q. And the only reason you say you have not taken into ac 
count depreciation for 1930 is that you thought it had already 

40 been over-depreciated ? A. That was the opinion of the manage 
ment and I agreed with it.

Q. Now, if in previous years you had written down too much 
depreciation on the basis say of a life of twenty years, and then 
you found that the life was greater than twenty years, surely the 
proper way was to go back and re-adjust the depreciation as
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RECORD written off in previous years 1 A. Something of that nature will
^he have to be done.

supreme Coun Q. Should not that be done, surely each year should bear its
Columbia proper share of depreciation? A. Yes, it should."
ChargeTo Jury Now, as I say, Gentlemen, I do not see how the Plaintiffs can 
D. A. complain when their own witness gives evidence of that sort.

j''J' "Q- And it is a simple matter to adjust the measure of de- 
preciation of previous years by using a surplus account, that is, 
going back over thirteen or fourteen years ? A. Yes.

Q. And putting into the credit of the surplus account any 10 
excess depreciation in any of those years ? A. That is quite right, 
it could be done, make bookkeeping entries to that effect.

Q. So each year, including 1930, would bear its proper de 
preciation on the new basis ? A. Yes.

Q. I am asking if you agree with that in principle? A. 
Yes."

Now then, do you think you should, on that evidence allow 
for depreciation? Again, I may say that both Lennard and Scol- 
lard swear positively that you must take depreciation into account, 
in making a statement of the nature that is called for here. Now 20 
those are the main things.

I am not going to keep you much longer. There are various 
more or less small matters that have come up which you will have 
to consider. Perhaps a certain amount of give and take. Give 
them the consideration that you think they deserve, and see 
whether or not they really affect the main issue. My idea is that 
they are not, generally speaking, vitally important; and I am not 
going to canvass the evidence relating to them. They are such 
questions as this: Cross-arms, for instance, that were sold to the 
Telephone Company in 1930, an item of $27,000, credited to 1931 30 
because they had not been delivered. You have heard what has 
been said about that. Suppose you eliminated it altogether, what 
would the result be? Then the market was falling continually 
throughout 1930 and 1931, you have seen that because of the prices. 
There is another thing that Counsel for the Plaintiff stressed be 
fore you this morning, you have the statement, he pointed out 
that Camerons always got a higher price than anybody else, that 
statement shows it without question. Why should a higher price 
affect it ? With the other people the price drops from a higher to 
a lower one continuously; and with the Camerons it drops from 40 
a higher one to a lower one continuously. So that I cannot follow 
the argument. You may. I don't folio wit. If it is a fact that Cam- 
eron's prices were dropping all the time, then I do not see that it 
makes any difference whether they got more than anybody else or 
not. You may. The non-recurring revenues and non-recurring
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expenses, you heard that all discussed; suppose it was excluded al- RECORD 
together—it appears from the evidence, as I recollect, if you in- /7^ 
elude that $7,000 of non-recurring revenue as a rebate that came Supreme coun 
in, their books still show a loss in the last five months of 1930 far °c^rtt 'mbL 
exceeding their fixed charges; so, suppose you cut it out altogether, — 
where would you be? The interest on loans, that is another ques- Charge to jury 
tion that was discussed. I understand it to be admitted, if they had McDonald j 
carried on they would have needed to borrow money, and their (Com'd) 
interest would have run about as usual. The general fact that the 

10 industry has been dropping for two years was admitted by Mr. 
Miller. And then, another question that came up—and this is 
the last—the matter of that hidden reserve—it did look like, on 
paper at least, a very nice profit; that was about $60,000, and the 
end of 1930 they reduced it to $10,000 that wiped it out by $50,000. 
That is only brought out before you—it is not brought into your 
figures, it is not brought into Exhibit 17 and not brought into the 
statement of claim but brought out before you, to show you that 
the Defendants contend, and they offer this as evidence, that the 
Company was not making and could not make money in 1931.

20 Now, I hope you will answer the questions, Gentlemen. You 
heard me say yesterday, there is no way of compelling you to an 
swer them. You can go out there, if you like, and come in and 
say, We give judgment for the Plaintiff for so many dollars; or, 
you can come in and say, We give judgment for the Defendant; 
there is nobody can compel you to answer these questions; but I am 
asking you; because I earnestly have tried my best to give the best 
that is in me to the consideration of this case, because I recognize 
its importance, not only to the parties, but to the insuring public, 
and to the insurance companies, and I think certainly it is for the

30 benefit of both parties that you should answer the questions. Be 
cause, if you do, it does not make any difference if I happen to be 
wrong in my law—I often am—it does not make any difference, 
because the Court of Appeal and the higher courts can fix the 
points of law, and get it right; but it makes all the difference in 
the world if you go wrong in your facts, because it is pretty hard 
to put you right; and I think it is for the benefit of both parties 
that you answer these questions, and answer them in full: and if 
you do, I do not see how anyone can complain.

Is there anything more to be said? I will give you the 
40 original of these questions; please hand the others in, and Mr. 

Foreman, you take this one as the original (handed to the Fore 
man).

Mr. Mayers: Your lordship referred to the additional work 
done in Mr. Walton's Mill. 

The Court: Yes.
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RECORD Mr. Mayers: Your lordship omitted to mention that that ad- 
unhe ditional work took eight additional months. 

supreme Court The Court i Yes, he took all that. 
iofumbia Mr. Mayers: He took 20 months.

— The Court: He took 20 months, wjas it f 
Charge to jury Mr Mayers: For the additional work, Tucker took 20
McDonald J months.

(Cont'd) The Court: All right. I take that from Mr. Mayers—be 
cause he has had the transcript before him.

Mr. Mayers: With regard to Mr. Bruce Fan-is, his work was 10 
done in a nine-hour day and not in an eight-hour day.

The Court: That is correct.
Mr. Mayers: I would ask your lordship to tell the Jury that 

the Jury are entitled to consider the total cost of production as 
just an arbitrary $15—

The Court: (interrupting) They have had your argument 
on it, and I do not think I shall say any more on the costs of pro 
duction.

Mr. Mayers: Your lordship has been speaking as if the cost 
of production is not disputed, and I want the Jury to be clear in 20 
understanding that it is for them to say whether their costs of 
production are real costs of production of anything, or the arbit 
rary figure.

The Court: All I have to say about that is that the Defen 
dants were absolutely dependent on your own books; and the Jury 
can take Exhibit 8 and look at it.

Mr. Mayers: True, for our own purposes, we wanted to see 
the amounts that we had had to pay for a manufactured finished 
article, but that has no relation to any real part of the inventory 
as stock in the yards. 30

The Court: Well, I leave it to the Jury as it is.
Mr. Mayers: Your lordship said that no books had been cit 

ed, books of accountancy, against the books cited by the Defen 
dants.

The Court: Yes.
Mr. Mayers: I would ask your lordship to inform the Jury 

that Mr. Poster's article in the Canadian Chartered Accountant is 
something entirely opposed to this.

The Court: I omitted to mention Foster's article. You can 
take it with you, Gentlemen. You heard Mr. Barrett-Lennard, 40 
who is Foster's partner, give his explanation with regard to it.

Mr. Mayers: And your lordship also omitted to mention to 
the Jury that Mr. Grogan said that none of the passages cited 
have any reference to lumber manufacturing concerns.

The Court: That is true, he did.



215

Mr. Mayers: Your Lordship also, I think, erred in suggest- RECORD 
ing that Mr. Grogan said that he, Mr. Grogan, thought'the Plain- inthe 
tiffs' scheme was a hybrid; all Mr. Grogan said was that he thinks Supreme Court
•m i -i --L in i i -j of BritishExhibit 17 was a hybrid. Columbia 

The Court: Oh, did he? That is not the way I understood —} - Charge to Jury
D AMr. Mayers: That is what he said. McDonald, J.

The Court: All right. (Cont'd)
Mr. Mayers: When Mr. Miller said that the adoption of the 

10 Defendant's method would show a big profit in one year and a big 
loss in another, I think it is quite clear from the context that he 
was using that as a reproach, as showing that the use of the 
Defendant's figure would produce quite a false picture. Your 
lordship put it to the Jury in a contrary manner. Your lordship 
also said—I understand you to charge that every stick in the stock 
in trade cost more than $19.

The Court: On the average, I think so.
Mr . Mayers: That is totally opposed to the evidence, my 

lord. Some of that stock in trade, on Mr. Barrett-Lennard's own 
20 admission, only had labour to the extent of $2.50.

The Court: Quite so; but I was speaking then, and I think 
his evidence shows, that on the average the cost of producing had 
decreased down to the time of the fire, and from then on. That 
is all I meant by it.

Mr. Mayers: Your lordship certainly said, which I submit 
is quite wrong, that every stick in the stock in trade cost more 
than $19.

The Court: I did use that expression, because I was speak 
ing in this way, that I understood one of the witnesses to admit it 

30 in cross-examination, and I think the record shows that the costs 
—going backwards the costs had increased.

Mr. Mayers: True.
The Court: Now, if I said it too broadly, as speaking of 

stick of the stock in trade, I will correct that in any way you see 
fit; you put it the way you think it ought to be put.

Mr. Mayers: I ask your lordship to instruct the Jury.
The Court: I will instruct the Jury to take that from you as 

you put it, as you can put it so much better than I can.
Mr. Mayers: Is that a dona ferentes ? 

40 The Court. No.
Mr. Mayers: The way I would put it is this, my lord, it is 

quite true—
The Court: Take this, Gentlemen of the Jury, as if it came 

from me.
Mr. Mayers: It is quite true that this arbitrary figure of $19 

would be increased to higher arbitrary figures if you pursued the
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RECORD investigation into the preceding months; but that arbitrary figure,
/„ the of $19, or higher has 110 relation to any real cost of production of

Supreme Coun any piece of the inventory stock in trade as it stands.
Columbia The Court: Well, the book is there, Gentlemen, containing

— all these statements; take it with you. See what it says, and see
Oiargetojury what it jg. j have not looked at it-
McDonald j Mr. Mayers: Now, your lordship said that our witnesses had 

(Cont'd) conceded, in effect, that depreciation was part of the cost of pro 
duction. I would ask your lordship to charge the Jury that that 
entirely depends on the state of the depreciation accounts. My 10 
witnesses never intended to suggest that if you had depreciated to 
the extent that was more than ample to take care of your deterior 
ation, therefore after that, depreciation must be necessarily a part 
of the cost of production.

The Court: Well, I thought I put that fairly. You contend 
ed, and your witnesses contended, that putting depreciation to the 
limit you are not required to allow any depreciation for 1930 or 
1931; the other side say whatever depreciation is there should be 
allowed from year to year; and I understood your witnesses to 
concede it. From the evidence I read, certainly Grogan conceded 20 
it—that the depreciation should be distributed over the whole 
period of operations, that each and every year should bear its 
share.

Mr. Mayers: As a mere abstract proposition.
The Court: That may be.
Mr. Mayers: But under these circumstances Mr. Grogan did 

not think it necessary or proper to allow anything in 1931.
The Court: Well, the Jury have had that before them half 

a dozen times; they know this is your contention.
Mr. Mayers: And your reference to the loss in the last five 30 

months, I would submit that the Jury ought not, or certainly 
need not, consider any cut-out period of 1930, they can consider 
the whole of 1930 if they see fit.

The Court: The whole of 1929 ?
Mr. Mayers: The whole of 1930.
The Court: The whole of 1930, oh, certainly. There is no 

question about that. In the first seven months of 1930 they had 
made a nice profit. You have a statement, I think. They made 
a nice profit, but that was more than wiped out, and then some, in 
the last half. And you should certainly consider the whole year, 40 
if you see fit. Try your best, Gentlemen.

The Foreman: Should we be unanimous, my lord ?
The Court: In the meantime—this is as far as I can go, in 

the meantime it must be unanimous. Try your best. If you have 
any trouble you can come back at any time: I will be here.

The Jury here retired, at 3:21 p.m.
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At 4:31 p.m. the Jury returned into Court. RECORD
The Foreman: Your lordship, we just wanted to ask, should 3up lr "^he eCoun 

we bring in our computations we made in answer to the questions— Of British
Or figures ? Columbia

The Court: No, except—you might look again—in 4-B you Charge to jury 
would have to show your computation there; that is, how much. D- A. 
How much have you allowed for depreciation, that is if you allow M<^°°^K ̂ ' 
for depreciation, you would have to show your figures in dollars ( ont ' 
and cents. If you take Exhibit 17, the Defendants state you should 

10 take ten-twelfths on the assumption that it was ten months— ten- 
twelfths of twenty-nine, or take another amount. You might say, 
suppose it should work out at eight months, you might say eight- 
twelfths of what you think would be a fair allowance over all the 
years; instead of saying twenty-nine thousand you might say 
twenty thousand. Put it in figures. What else is bothering you 
now?

The Foreman: Number 2.
The Court: Any answer there would be Yes or No.
The Foreman: Number 2-B.

20 The Court: That one, per month you would have to figure 
out.

The Foreman: It is in days that we are figuring all the time.
The Court: That is right. But call 25 days a month there.
The Foreman: Then you say we should give those figures.
The Court: Yes, I think it would be far better if you would.
The Foreman: Thank you.
The Jury here retired, at 4:34 p.m. 
At 4:55 p.m. the Jury returned.

FINDINGS OF JURY Findmgsof
30 The Registrar: Gentlemen of the Jury, have you agreed Jury 

upon your verdict?
The Foreman: We have.
The Registrar: Hearken while your verdict is recorded:
Ql. What time would have been required with the exercise 

of due diligence and dispatch to re-build or replace the buildings 
and equipment destroyed? A. 221 days.

2. (a) Would the Plaintiff Company had no fire occurred 
have earned its fixed charges during the last ten months of 1931 ?
A. No.

40 (b) If not wholly then to what extent, if any, on an average 
monthly basis would such charges have been earned ? A. $111.67 
per day.
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(Cont'd)

3. In answering question 2 have you reached your conclusion 
by taking as your basis of computation the actual costs of produc 
tion as set up by the Defendant or have you taken the arbitrary 
figure of $15 per thousand? A. $15 per thousand.

4. (a) In answering question 2 have you considered de 
preciation in plant as a part of such costs of production? A. 
Yes.

(b) If so, how much have you allowed on this account ? A. 
$13.120 per annum.

"S. J. DRAKE,"
Foreman.

And so say you all?
The Jury: Yes.
The Court: All right, Gentlemen. You are discharged now.
Mr. Mayers: May I see that for one moment ?
The Court: I think I better hear you tomorrow morning.
(Here followed a discussion regarding time to which to 

adjourn).
The Registrar: Here are two sheets of paper.
Mr. Mayers: That is no part of the record.
The Court: Well, I don't know.
Mr. Mayers: It is their own private computations.
The Court: Look at this (handed to Counsel).
Mr. Mayers: They have taken the depreciation into ac 

count, and they have found that we should make $111.67 per day 
for 221 days, and they have actually carried out the calculation 
themselves.

Mr. Bull: I think that should be part of the record, those 
two sheets.

The Court: I fancy so.
Mr. Mayers: I have no objection.
The Court: If I had known I would have explained to them 

while they were there. But' I think we should; it is in line with 
the course I have been trying to pursue, of letting the higher 
courts know exactly what was in the Jury's mind.

Mr. Bull: I think I would like to be heard on motion for 
judgment. (After further discussion) I think I should have to 
ask for time to consider this, in the light of this material which 
the Jury have handed in with their verdict.

The Court: I think I will have to file it.
Mr. Bull: Yes, my lord.
The Court: And I certainly will not enter judgment with 

out hearing you. Whatever the proper judgment is, it should be on 
the terms of their findings. I do not mind saying if I had been 
trying the case alone I would not have reached that conclusion; 
but I was not trying it j and I had to make up my mind to let the

10

20

30

40
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case go to the Jury, and I let it go; and I think I am bound to RECORD 
enter judgment in the terms of their finding. /„ ,&, 

Mr. Bull: But, still, your lordship will give me an oppor- Supreme Court, •, 7 7 ./ j. u j-a. of British 
tUQlty. Columbia

The rider handed in by the Jury was filed, as follows: — 
"Exhibit 25 used. Rlder 
"With a price of 15.00 per thousand and depreciation of 

$13,120 per annum opening Inv. Feb. 28, 1931
10,991,340 ft. © 15.00 .............................................................. 164,870.10

10 Output log cost 234,485.84
Less 12% 28,138.30 ..............................................................................206,347.54

Purchases: ............................................................................................................... 61,098.88

432,316.52 
Labor Net.................................................................................._................_........... 98,370.02
Supplies net.............................................................................................................. 32,371.19
Taxes and licenses ....._......................„..........„................................................. 4,751.79
Gen. expense ........................................................................................................... 3,057.53

20 ———————
570,867.05 

Closing inventory at 15.00 10,502,455 ft. .............................. 157,536.83

413,330.22
Depreciation © 13,120 per annum 200 days ........................... 8,746.66

422,076.88 
Sales less disct. © all'ces less 9% .................................._........... 460,316.97

30 38,240.09 
Profit from rent ....................................................................................... 2,399.41

Gross Profit.................. 40,639.50
Selling and office expenses less 17% .............................................. 13,946.60

Insurance int. & debenture exp. 26,692.90 
And (Admin. Exp. Less 17%) ............................................... 27,471.71

Net Loss 200 days .................................................................................. 778.81
40 Which is $3,894 per day of

amount required to cover stated 
overhead of 115.56 

115.56 
3.89

111.67 for 221 days is 24,679.07
"S. J. DRAKE," Foreman.
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In answering question 4 (b) we took a beginning plant valu 
ation of $583,683 which we arrived at by taking 20 times the de 
preciation of the amount used by the Defendants in Exhibit 25 
and then taking the valuation of 400,000 an amount given by Mr. 
J. 0. Cameron as the value at the time of the fire, and dividing 
this by 14 the elapsed number of years between 1917 and 1931, 
giving a result of 13120 per annum. If the inventory book varies 
this amount of 400,000 this depreciation should be varied in pro 
portion and the final results also in accordance.

"S. J. DRAKE,"
Foreman.

(The court here adjourned until 10 a.m. tomorrow, June 15, 
1932)

June 15, 1932: at 10 a.m.

Mr. Mayers: I move for judgment for $24,679.07 with in 
terest at five per cent from the 26th of February, 1931, until pay 
ment.

Mr. Bull: My lord, I'submit that on the Jury's findings the 
Defendants are entitled to judgment.

Mr. Bull delivered argument. 20 
Mr. Mayers delivered argument.

The Court: There is no doubt that the Jury intended to give 
a verdict for the Plaintiff. If I had not heard'this argument, I 
would have been prepared, last night, to have given judgment, as 
I thought that that was the practice. But what I find is this, that 
in the particulars the opening inventory was $234,599.34; the Jury 
changed that to $164,870.10; and on the face of their own findings 
they have made an error of over $69,000. And if I now give 
judgment under those circumstances I think I would be stultify 
ing myself. I cannot do it. The action will have to be dismissed. 30

The Court here rose.

On June 17th, 1932, at 10 a.m.:
Mr. E. C. MAYERS, K. C. Appearing for the Plaintiffs.
Mr. H. ALAN MACLEAN Appearing for the Defendants.
Mr. Mayers: My lord, I am moving for judgment; and be 

fore proceeding further I think I should read to you a letter 
which I received from Mr. Bull, and which I would ask the Steno 
grapher to copy into his notes:
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The Royal Bank Building, RECORD
Vancouver, British Columbia, inthe

16th June, 1932. ItSf"""
E. C. Mayers, Esq., K. C., Columbia

Victoria, B. C. _. —rDiscussion
Re Cameron.v. Mount Royal, et al. (Cont'd)

My Dear Mayers:—
I regret to say that the ground upon which I opposed your 

motion for Judgment yesterday is now found to be untenable.
10 Mr. Barrett-Lennard telephoned me last evening to say that 

after further consideration of the various statements he was con 
vinced that as far as Exhibit 25 is concerned the opening inven 
tory of logs was included in the "output log cost." Mr. Barrett- 
Lennard desired to communicate with you at once, but I informed 
him that it was my duty to communicate with you, which I did 
immediately on Long Distance telephone. I told you, and I now 
confirm this, that in view of my instructions having been wrong 
you must be, placed in the same position that you were in im 
mediately after the Jury brought in their verdict.

20 I am beginning a trial today, which will continue tomorrow. 
I will therefore be unable to personally attend on your Motion 
before the Trial Judge on Friday, but I hope that you will inform 
the learned Judge of the contents of this letter.

Mr. Maclean will appear on the Motion, and will resist any 
Motion which you may make for judgment in favour of the Plain 
tiff Company on all other grounds that are available.

Yours faithfully, 
"ALFRED BULL." 

AB/P

30 Mr. Mayers: In addition, my lord, I would like to file the 
notice of motion, with its admission of service, and the affidavit 
with the admission of service.

The Court: There is no object in letting in any further evi 
dence; I do not think you should encumber the record with 
further affidavits.

Mr. Mayers: The affidavit shows—
The Court: I don't want any affidavits on this.
Mr. Mayers: I submit it should go in, because it shows 

exactly why the Jury made no error at all.
The Court: I am not going to allow any evidence with re 

gard to the verdict. Mr. Bull says he was wrong. That is enough. 
I will allow you to make your motion for judgment. I think it 
is improper to take evidence with regard to the Jury's findings.

Mr. Mayers: That is what I submitted to you, to start with.
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The Court: I am ruling against you on that.
Mr. Maclean: I am opposing my learned friend's formal 

motion for judgment, on the grounds that may appear on the 
facts, and the verdict. My first point is that this question of 
inventories is a question of law. And I would first refer your 
lordship to the words of the Policy, the relevant words of which 
are as follows: (reading from policy). I would draw your lord 
ship's particular attention to the words "actual loss" in that 
Policy.

The Court: Well, Mr. Maelean, I think you better save 
your ammunition for the higher Court. I have already ruled that 
I feel obliged to enter judgment on the Jury's findings, and I am 
going to stay by that.

Mr. Maclean: May I cite several authorities to your lord 
ship?

The Court: Well, it would not do you any good. I was con 
vinced when the Jury brought in their findings, that the findings 
entitle the Plaintiff to judgment. Only Mr. Bull stated—as I 
know that he innocently did— that there was a mistake on the 
face of the Jury's computation, I believe that as being so. He 
had had the opportunity of consulting his accountants, Mr. 
Mayers had not had the same opportunity, and was somewhat 
taken by surprise, and that question was not as fully developed 
as it might have been. But any argument that you may address 
to me to the effect that these matters are matters of I, law, will be 
of no effect. Because I declared the first evening, and I declared 
again on Wednesday, that I felt bound to enter judgment on the 
Jury's findings. And I so enter it.

Then judgment goes. 
For the amount as stated. 
With interest at five per cent. 

Draw your judgment, and I will sign it today;

Mr. Mayers: 
The Court: 
Mr. Mayers: 
The Court:

and that will be the end of it so far as I am concerned.
The Court here rose.

10

20

30

I hereby certify the foregoing 
to be a true and accurate report 
of the said proceedings.

"JUSTIN GILBERT" 
"MABEL UNWIN"

Official Stenographer. 40
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No. 13
In the

JUDGMENT Supreme Court 
~,~t of BritishBEFORE : column

THE HONOURABLE MB. JUSTICE D. A. McDONALD . , No 13Judgment

Victoria, B. C., this 17th day of June, 1932. June 17 ' 1932

This action having, on the 8th, 9th, 10th, 13th, 14th, 15th and 
17th of June, 1932, been tried before the Honourable Mr. Justice 
D. A. McDonald with a Special Jury of the County of Victoria, 
B. C., in the presence of E. C. Mayers, K. C., and F. G. Fowkes 

10 of Counsel for the Plaintiff andAlfred Bull and Hugh A. Mac- 
Lean of Counsel for the Defendants, and the Jury having found 
a verdict for the Plaintiff for $24,679.07, and the said Mr. Justice 
D. A. McDonald having on the 15th and 17th of June, 1932 been 
moved to enter judgment for the Plaintiff and having on the 
17th of June, 1932, ordered that judgment be entered fbr the 
Plaintiff for $24,679.07, and interest on the said sum of $24,679.- 
07 at five per centum per annum from the 26th of February, 1931, 
until payment.

THEREFORE IT IS ADJUDGED that the Plaintiff re-
20 cover against the Defendant Canada Security Assurance Com

pany the sum of $1,713.83, together with interest on the said
sum of $1,713.83, at five per centum per annum from the 26th of
February, 1931 until payment;

THEREFORE IT IS ADJUDGED that the Plaintiff re 
cover against the Defendant Fire Association of Philadelphia the 
sum of $3,427.64, together with interest on the said sum of $3,- 
427.64, at five per centum per annum from the 26th of February, 
1931, until payment:

THEREFORE IT IS ADJUDGED that the Plaintiff re-
30 cover against the Defendant Imperial Insurance Office the sum of

$3,770.42, together with interest on the said sum of $3,770.42, at
five per centum per annum from the 26th of February, 1931
until payment:

THEREFORE IT IS ADJUDGED that the Plaintiff re 
cover against the Defendant Home Fire & Marine Assurance 
Company the sum of $6,855.30, together with interest on the said 
sum of $6,855.30, at five per centum per annum from the 26th of 
February, 1931, until payment:
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THEREFORE IT IS ADJUDGED that the Plaintiff re 
cover against the Defendant Eagle Star & British Dominions In 
surance Company Limited the sum of $3,427.64, together with 
interest on the said sum of $3,427.64 at five per centum per annum 
from the 26th of February, 1931, until payment:

THEREFORE IT IS ADJUDGED that the Plaintiff re 
cover against the Defendant The Mount Royal Assurance Com 
pany the sum of $3,427.64, together with interest on the said sum 
of $3,427.64 at five per centum per annum from the 26th of 
February, 1931, until payment:

THEREFORE IT IS ADJUDGED that the Plaintiff re 
cover against the Defendant Union Fire Accident & General In 
surance Company the sum of $2,056.60, together with interest on 
the said sum of $2,056.60, at five per centum per annum from the 
26th of February, 1931, until payment:

AND IT IS ORDERED that the Plaintiff recover against the 
Defendants its costs of this action to be taxed.

BY THE COURT

"D. A. M." 
J.

Entered 
June 29, 1932 
Order Book 
Vol. 29, Fol. 30 

Per"L. J. B."

'J. F. MATHER,"
District Registrar.

10

20
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NOTICE OF APPEAL 
TAKE NOTICE THAT THE MOUNT ROYAL ASSUB-

ANCE COMPANY, HOME FIRE & MARINE INSURANCE 
COMPANY, IMPERIAL INSURANCE OFFICE, FIRE AS- XT No- l4 
SOCIATION OF PHILADELPHIA, CANADA SECURITY J5S 
ASSURANCE CO., UNION FIRE ACCIDENT & GENERAL Ju?f 22 1932 
INSURANCE COMPANY, and EAGLE STAR & BRITISH 
DOMINIONS INSURANCE COMPANY LIMITED, the De-

10 f endants herein and each of them intends to appeal and does here 
by appeal from the Judgment of the Honourable Mr. Justice 
D. A. McDonald pronounced herein on the 17th day of June, 
A. D. 1932 and entered on the 29th day of June, A D. 1932, 
whereby he adjudged that the Plaintiff recover against the De 
fendant Canada Security Assurance Co. the sum of $1,713.83 
together with interest thereon at five per centum per annum from 
the 26th day of February, 1931, and from the Defendant Fire 
Association of Philadelphia, the sum of $3,427.64 together with 
interest thereon at five per centum per annum from the 26th day

20 of February, 1931, and from the Defendant Imperial Insurance 
Office, the sum of $3,770.42 together with interest thereon at five 
per centum per annum from the 26th day of February, 1931, and 
from the Defendant Home Fire & Marine Insurance Company, 
the sum of $6,855.30 together with interest thereon at five per 
centum per annum from the 26th day of February, 1931, and 
from the Defendant Eagle Star & British Dominions Insurance 
Company Limited the sum of $3,427.64 with interest thereon at 
five per centum per annum from the 26th day of February, 1931, 
and from the Defendant the Mount Royal Assurance Company,

30 the sum of $3,427.64, together with interest thereon at five per 
' centum per annum from the 26th day of February, 1931, and from 

the Defendant Union Fire Accident & General Insurance Com 
pany the sum of $2,056.60 together with interest thereon at five 
per centum per annum from the 26th day of February, 1931, and 
the costs of the action.

AND FURTHER TAKE NOTICE that a Motion will be 
made to the Court of Appeal at the Court House, in the City of 
Vancouver, in the Province of British Columbia on TUESDAY 
the FOURTH day of OCTOBER, A. D. 1932 at the hour of 

40 ELEVEN o'clock in the FORENOON or so soon thereafter as 
Counsel may be heard on behalf of the said Defendants for an 
Order setting aside the said Judgment of the Honourable Mr. 
Justice D. A. McDonald and dismissing the said action as against 
the said Defendants and each of them on the following, amongst 
other grounds:
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1. The verdict of the Jury was against the evidence and the 
weight of evidence.

2. There was no evidence upon which the Jury could find 
that the Plaintiff during the time that it would have taken to 
rebuild or replace the building and equipment destroyed would 
have earned its fixed charges to the extent of $111.67 per day, or 
at all.

3. The Jury did not give due consideration to the experi 
ence of the business prior to the fire.

4. The Learned Trial Judge misdirected the Jury in that he 10 
should have directed the Jury as a matter of law that the Plain 
tiff's Inventories of Lumber should be valued at the cost of pro 
duction instead of at the arbitrary price of $15.00 per thousand.

5. Alternatively, if the proper valuation of Inventories is 
a question of fact, there was no evidence upon which the Jury 
could find that $15.00 per thousand was a proper valuation for 
the purpose of ascertaining the true position of the Plaintiff as 
to profit or loss during the period of reconstruction.

6. There was no evidence to support the finding of the Jury 
in answer to question 4 (b) as to the amount allowed for de- 20 
preciation.

7. According to the evidence the Jury should have consider 
ed in answering question 2 a much larger sum for depreciation 
than they would have allowed according to their answer to ques 
tion 4 (b).

8. The learned Trial Judge erred in allowing interest on 
the amount of the verdict from the date of the fire, 
AND on other grounds.

DATED at the City of Vancouver, in the Province of British 
Columbia, this 22nd day of July, A. D. 1932. 30

"W. W. WALSH"
Solicitor for the Defendants. 

TO THE PLAINTIFF,
AND TO: W. S. LANE, Esquire, 

Its Solicitor.
THIS NOTICE OF APPEAL is filed by WALTER WIL 

LIAM WALSH of the firm of Walsh Bull Housser Tupper & 
Molson, whose place of business and address for service is Suite 
1500, the Royal Bank Building, Vancouver, B. C.

MEMO 40 
All the evidence relating to question numbered One has been 

omitted by consent, the Defendants admitting that there was a 
preponderance of evidence to support the answer.
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ANCE COMPANY et al )
Defendants (Appellants) '

10 This was an action on an indemnity policy. The Plaintiff's 
mill was destroyed by fire. The insurance had been taken out to 
cover the loss of profits (if any) which the Plaintiff might suffer 
beyond what he would have suffered had the mill been operating.

In arriving at the amount, if any, which the Defendants are 
entitled to under the policy, due consideration was required to be 
given to the experience of the business before the fire and the 
probable experience thereafter.

The case involved the determination of the cost of production 
of the logs and other assets dealt with and that cost of procluc-

20 tion \vas to be ascertained having regard to the consideration 
aforesaid. It is quite clear to me that the profit or loss must de 
pend to a great extent upon the cost of production and that the 
finding of this question was a necessary factor in the ascertain 
ment of the sum, if any, for which the Defendants were liable. 
The learned Judge in his charge to the jury stressed this ques 
tion of the cost of production and told the jury, and quite pro 
perly, I think, that they must find this cost in the way pointed 
out by the contract. During the trial evidence was given of a 
practice to take an arbitrary figure as the cost of production.

30 The Canadian Government, it was said, authorized lumbermen, 
for income tax purposes, to adopt an arbitrary figure of $15.00 
per thousand for this purpose, on the assumption that over a 
period of years the cost of production would approximately 
amount to that sum. This was heavily stressed by Defendants 
and authorities of a similar practice in some other countries, not 
amounting to a general custom, not here applicable because of the 
contract itself, were cited during the trial. Question 2 of those 
submitted to the jury deals with the cost of production. After in 
structing them that such due consideration was to be given to the

40 experience of the business before the fire and the probable experi 
ence thereafter the learned Judge proceeded later in his charge 
to say:—
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"Now before we answer question 2, are we going to take 
into our consideration $15.00 per thousand or the cost of pro 
duction as set up by the Defendant. It seems to me that is 
the only fair and honest way that you can answer Question 2."

I think he here advised them to find in accordance with the con 
tract, but with respect, I think he should have gone further and 
instructed them that they should not adopt any other mode of 
finding the cost of production.

The jury were in doubt as to how they should proceed on 
Question 2, and having been recalled by the Judge, he further 10 
instructed them (Appeal Book p. 385) by saying:—

". What else is bothering you now?
The Foreman: No. 2.
The Court: Any answer there would be yes or no.''

And at Page 387, after the verdict, the Judge said to them:—
"In answering question 2 have you reached your con 

clusion by taking as your basis of computation the actual 
costs of production as set up by the Defendant or have you 
taken the arbitrary figure of $15.00 per thousand? A. $15 
per thousand. 20

In my opinion the learned Judge ought to have pointed out what 
the contract required as he did earlier in distinct terms, and should 
have told the jury that they had no right to take any other method 
of computation, arbitrary or otherwise.

I understand that the Jury by taking the proper method as 
pointed out by the contract might and probably would have ar 
rived at a very different figure than $15 per thousand, while on 
the other hand they might have arrived at that figure, not because 
it had been adopted as a means of ascertaining the income tax 
but because it was the right amount as arrived at in accordance 30 
with the contract itself; but that apparently is not what the jury 
did, nor what they were in one part of the charge clearly instruct 
ed to do, and therefore they came to a conclusion Which may be 
entirely wrong, and which, on the evidence of the Defendants' 
expert who examined the accounts at great length on the basis of 
the contract, brings about a result which is entirely different. I 
think, therefore, there must be a new trial, the jury having been 
instructed in a way which apparently led them to believe that 
they could take the arbitrary figure or the other as they saw 
fit, rather than that ( provided by the terms of the contract. 40

If the charge be right then the jury misunderstood it and 
came to the wrong conclusion. Their verdict, therefore, cannot
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stand. I think the learned Judge should have told them that 
they had nothing tosdo with the arbitrary figure, in which case a 
very different result might, and on the evidence, would have re 
sulted had the arbitrary figure been disregarded.

I think, therefore, the judgment should be set aside and a 
new trial ordered.

(Sgd.) "J. A. MACDONALD,"
•C. J. B. C. 

VICTORIA, B. C. 
10 10th January, 1933.
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COURT OF APPEAL 
No. 16

CAMERON LUMBER COM 
PANY

vs.
THE MOUNT ROYAL AS 

SURANCE COMPANY 
et al.

JUDGMENT OF 
THE HONOURABLE 
MR. JUSTICE 
M. A. MACDONALD

No. 16 
Reasons for 
Judgment 
M. A. 
Macdonald, 
J.A. 
Jan. 10, 1933

A jury awarded respondent $24,679.07 under fire insurance 
20 policies covering loss by a fire on February 25th, 1931, that des 

troyed its lumber manufacturing plant, machinery, sawmill, lath- 
mill, wharf and other buildings. The condition i in each policy is 
sued by appellants was that if the plant insured should be destroy 
ed or damaged by i fire, "necessitating a total or partial suspension 
of business,'' respondent should be indemnified for the actual loss 
sustained (commencing with date of fire), consisting of

"such fixed charges and expenses as must necessarily con 
tinue during a total on partial suspension of business to the' 
extent only that such fixed charges and expenses would have 

30 been earned had no fire occurred."
The policies provided for a per diem liability during total sus 
pension limited to the ^ actual loss sustained not exceeding 1/300 
of the amount of the policy for each business day lost, due con 
sideration to be given

"to the experience of the business before the fire and the 
probable experience thereafter."
The maximum amount that might be recovered was $115.56 a 

day.
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The fixed charges and expenses during suspension of opera 
tions amounted to $31,157.05. The time required to,replace the 
plant was fixed by the jury at 221 days and this finding is not ques 
tioned. The jury also found that while respondent -would not 
have earned all its fixed charges for ten months after the fire (the 
time of; suspension—really 221 days) it would have earned them 
in part, viz., at the rate of $111.67 per day. In so finding the jury 
took into account as part of the cost of production depreciation at 
the rate of $13,120.00 per year. It followed that respondent was 
entitled to recover at the rate of $111.67 a day for 221 days or 10 
$24,679.07 in all.

In finding that respondent would have earned its fixed charges 
to the extent referred to it was necessary to ascertain the cost of 
production as an'element in profit or loss. Rival views were pre 
sented to the jury as to the method of ascertaining these costs. 
Appellant's submission was that the jury should find the real 
cost of production by taking into account, stock on hand at the 
beginning of an (accounting period; the inventory of stock at the 
close of that period; purchases, wages, outlays, depreciation (with 
out exhausting the list), estimating by ordinary and approved 20 
book-keeping methods the .profit or loss for that period. Respond 
ent submitted that a fixed arbitrary value of $15.00 per thousand 
might be placed on stock on hand consisting of,lumber, wood pro 
ducts, etc., i.e., the stock-in-trade at the opening of the accounting 
period and the;same sum at the end of the period, so long as $15.00 
per M was not more than the market price. By this latter method 
it was urged the profit or loss icould be ascertained; at all events 
with enough accuracy to answer reasonable requirements whether 
applied over a period of years or toithe short period (221 days) in 
question in this action. 30

The jury accepted the respondent's method of computation. 
If right in doing so the verdict should not be disturbed; if not, 
the action should bejdismissed because using the other method and 
taking figures disclosed by respondent's books it fell far short of 
earning any part of its fixed charges and;expenses.

The burden was on respondent to show that it would have 
earned its overhead wholly • or in part during the suspension period 
if the fire had not occurred, having regard

"to the experience of the business before the fire and the 
probable experience thereafter.' 40

In discharging that onus it cannot compel appellants to accept a 
method of computation not provided in the contract although it 
may be used by many lumber,companies in obtaining information
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for various purposes, unless by adopting it results are reasonably RECORD 
accurate. Amounts, dependent upon intricate computations, can coun of Appeal 
seldom be estimated with scientific accuracy. If therefore this —— 
method shows approximate profits and losses for a short period no Reason°'for 
complaint should be made. judgment

Respondent carried on operations at another mill—the Wil- rr : .,f i MI i • ji • -i j? • i .LI i_ ui Macdonald,lert mill—during the period ot suspension and the probable re- j A 
suits likely to follow at the main plant had it continued to.operate jan . 10,1933 
was tested by their experience at this mill. As it was a totally (Com'd) 

10 different operation certain allowances had to be made to show re 
sults fairly i comparable with operations at the main plant. These 
allowances for extra costs and loss of certain sales of power and 
by-products were duly estimated and accepted by appellants. 
After doing so respondent submitted that in the ten months period 
it would have earned at the main plant a profit of $3,255.29 had 
the fire not occurred.

In arriving at this profit the stock-on-hand on March 1st, 1931, 
immediately after the fire, (was valued at $234,549.34, and ten 
months later, viz., December 31st, 1931, at $157,105.00 placing it 

20 at a cost value of $15.00 per thousand. That figure respondent's 
accountant testified bore "no particular relation to the cost of 
production.'' He gave this i evidence:—

Q. In fact that is an arbitrary figure which it has been 
your custom to use? A. That is right.

Q. A very conservative method when you are informing 
your shareholders of the position of affairs ? A. Yes,'$15.00 
is a very conservative price.

Q. But when you calculate actual profit or loss it would 
not be proper to take an arbitrary figure would it ? A. To 

30 take the arbitrary value ?
Q. I say when you are trying to ascertain actual profit 

or loss it would not be i proper to take the arbitrary value of 
$15.00? A. No.

He later qualifies this evidence but admitted that their records 
showed that the cost of manufacture, including logs at this time, 
was more than ; $15.00 per M, viz., $20.63. This sum would vary 
from month to month. The cost of manufacturing for February, 
1931, was $19.01 per M and the average for November and De 
cember, 1930, and January and February, 1931, $20.30. The pro- 

40 fit referred to, viz., $3,255.29 was obtained by taking $15.00 as 
the cost of production without regard to the actual costs disclosed 
by respondent's books. If that is not a proper method the in 
ventory of stock on hand at the beginning and end of the period 
referred to should be substantially increased in value.
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Respondent justified its method of computation on the follow 
ing grounds:—

They said it was impossible to estimate the actual cost of pro 
duction of stock in the yard at any particular time; that lumber 
may be in stock for several years and that it accumulates during 
the year (it appreciates in value the longer it is stored) ; if manu 
factured it may, be stored for future orders; it consists of lumber 
of different dimensions differing in size and quality; it is not 
like goods on a merchant's shelves and it is Impossible to estimate 
separate costs; about 25 per cent of it would be lumber, part of 10 
it purchased to supplement their own production, the balance or 
about 80 per cent would be shiplap, timbers, cross-arms, etc. (all 
these products, however, are "sold by the thousand feet primarily; 
even cross-arms") ; different classes of articles are manufactured 
at different costs, the smaller items costing more, the larger less: 
cost of production of lumber varies from $6.00 to $40.00; some 
operations are cheap, others more expensive. Hence it was im 
possible to put.any cost production price on specific items in stock.

Yet their books show the average cost of production from 
month to month from the total stock, and also, taking March 1st, 20 
1931, at $19.00, going back over a considerable period higher costs 
are shown.. This attempt to show accounting difficulties does not 
of course demonstrate that in taking an arbitrary valuation re 
sults approximately correct will be shown. That it is not an easy 
task.may be conceded: not however that it is impossible. One 
can visualize a small operation with all the factors referred to 
included and no special book-keeping difficulty would be encoun 
tered. The same methods and principles would be applied on a 
larger scale. Modern accountancy I hope is quite equal to the 
task. Respondent knew at the time of the fire, what its logs cost, 30 
the cost of labour and the general costs entering into manufacture 
of the products. It would naturally assume that the business 
would go along after the fire (had it not occurred) very much as 
it did before with any variation that;might arise from a drop in 
labour costs and a drop in log costs. The reductions in the labour 
scale were known., It could estimate the cost of any new material 
required by the condition of the supply market. It could also 
assume sales of a corresponding amount. Any exceptional facts 
would be taken into consideration.

Respondent's sales manager testified:— 40
Q. Is it practically possible, and does anyone do it, to 

keep a system of costs of, accounting on each piece or pile 
of lumber'? A. I don't think anybody does. I think it
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would be a very expensive procedure and would,be probably RECORD 
prohibitive. CO^AH

He uses the word "probably"; also "very expensive." I think NO. 16 
that feature is exaggerated, but if it is necessary to go to some ex- Reasons for 
pense to prove a profit or loss it must be undertaken. A wrong Judgment 
method cannot be accepted because the right method may be ex- 
pensive.

This .system of accounting, although in use in the lumber Jan-i°> * 
industry (and doubtless fairly satisfactory when taken over a (Contd ) 

10 period of years) has never been accepted, as far as I know, to 
find profit or loss for a limited period. Respondent's sales man 
ager appeared to have that in mind. He said:

'' If you stalled out with an inventory for $20.00 for the 
year, you start off in a year not knowing what conditions will 
be like during the year, the prices would probably go down 
under $15.00 and you would take quite a loss. If the selling 
average went up to $30.00 you take quite a profit, but if you 
strike an average for a period of ̂ y ears the average is accepted 
by all accounting systems and the Government accountant."

20 ,We are not concerned with a period of,years. It is the experience 
of the business before the fire (for a reasonable time) and the 
probable experience thereafter that governs. I cannot agree, 
that part of that "experience" must be taken to include respon 
dent's method of book-keeping. It is for loss sustained in a limit 
ed period that indemnity is provided for and it is not possible 
to estimate profit and loss aright by using a method applicable 
to a long period unless it is shown to be equally applicable to the 
shorter term. An independent accountant called by respondent in 
effect agreed with his view. As this statement might be regarded

30 as subject to qualification I refer to his evidence. After testify 
ing in chief that lumber companies placed a fixed value on inven 
tories at the beginning and end of a period he said on cross- 
examination :

Q. Did you ever make up a statement for the Bank, of 
the Company? A Yes.

Q. Well, you know as a matter of fact, Mr. Taylor, do 
you not, that if you were obtaining credit from a bank for 
your Company, that the bank would not be content with in 
ventories fixed at an arbitrary value 1 A. No. 

40 Q. Isn't that correct? A. That is correct.
Q. They would ask to have those inventories fixed at 

the cost of production, or the market price, whichever was 
lower? A. Yes.
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Q. And the purpose of that is in order that the bank can 
ascertain whether the Company was cutting at a profit or 
not ? A. Yes—not necessarily, if it was running at a profit 
or not, but that information as a rule the bank requires.

Q. For information as to the true position of the com 
pany ? A. It might be for information as to the true value 
of the security.

Q. Exactly. And in point of fact you could not tell 
whether the Company was making money or losing money 
over a given period if you fixed your inventories at an arbi- 10 
trary value'? A. I should say, yes, that the fixed value is 
better than a fluctuating value.

Q. Surely that is not right, if you are dealing with a 
limited period of time. I see what you mean over a period 
of years. It makes no difference to the shareholders. But 
if an outsider is interested and wants to know whether you 
are making money over a six months' period, an arbitrary 
valuation would not be of any assistance, would it? A. 
Well, as far as I know, the arbitrary valuation would be taken 
—would be usually taken then. 20

Q. But surely, you are an accountant, you can follow 
what I mean? A. Yes.

Q. You could not ascertain your profit over a six months 
period unless you knew what your stock-in-trade cost you 
to produce 1 A. You would need of course to take a differ 
ent valuation both at the beginning and at the end of the 
period.

Q. Yes; you would take your opening valuation at the 
cost of production, and your closing valuation at the cost of 
production or the market value, whichever is lower? A. 30 
Yes.

Q. And in that way you could get the true position? 
A. Possibly.

These latter questions are directed to methods as applied to a six 
months period.

During the year 1930 respondent's accountant made monthly 
reports of operations showing costs of production; average sale 
prices and profit or loss and these accounts were audited by a 
chartered accountant. It shows a profit earned during the first 
seven months of $18,279.00, but in the last five months that profit 4° 
was lost and in addition about $7JOOO.OO more or a total loss of 
$25,461.00 in the last five months of that year. The fire occurred 
two months later. The Vice-President admitted that the state 
ment disclosed this result but endeavoured to show that it was 
not accurate because during that year respondent purchased a
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large quantity of lumber at an average cost of $31.63 or $32.00 RECORD 
per M plus the cost of handling and this went into their stock at court of Appeal 
the arbitrary value of $15.00, thus explaining a book loss. Some — 
of it was sold and the balance carried forward in the inventory to Re^°n;! for 
1st March, 1931, at $15.00. This led to the following evidence:— judgment

Q. So that illustrates the point that I have been trying Macdonald, 
to demonstrate in the last two days that the $15.00 valuation J.A. 
bears no relation whatever to the actual cost of production^ Jan. 10,1933 
A. Certainly it don't. (Cont'd)

10 There would be no justification for placing this particular lumber 
in the inventory at $15.00 at any time. It would be an under 
valuation. "I would say it is incorrect from a book-keeping 
standpoint." Mr. Cameron added: It is incorrect from any 
standpoint except that over a long period with an arbitrary price 
the over and under valuations may be reasonably self-corrective. 
In estimating the loss of over $25,000.00 referred to overhead 
charges in that period amounted to $15,000.00 and no allowance 
was made for depreciation. That, if provided for, would add to 
the loss. The explanation was given that the plant was over-de-

20 predated some years before, but in any event the proper pro 
portion should be assigned to this periooL No attempt was made 
to show to what extent, if any, this loss should be reduced by the 
special facts mentioned. I cannot believe either that when ac 
counts are audited by chartered accountants the intention is to 
give the employer valueless information in respect to book profits 
or losses regardless of the true facts.

Mr. Grrogan's evidence (a chartered accountant—he prepar 
ed the claim on which the suit was based) should be regarded as 
the best available for respondent. All witnesses except Taylor

30 were employed by respondent in some capacity. He agreed that 
the cost of production as shown by respondent's books was an 
average of $18.99 for January and February, 1931, and $20.34 
for the four months ending February 18, 1931. He qualified it 
by saying it contained items of expense in connection with lumber 
purchased, thus not confined to the cost of lumber manufactured. 
Taking this into consideration he said: "I presume it would be 
somewhere between $15.00 and $19.00," but " it is extremely hard 
to answer definitely." He explains this by saying "if it were a 
retail store where you had single articles purchase price and cost

40 price could be identified it would not present the same difficulty:
. it is not possible to identify in the year the cost of any lumber
that is there." Yet they did estimate it with enough accuracy to
arrive at an average price, placing it in the books in one month
at $19.00 and at higher amounts in preceding months. He said
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the lumber in the yard when the inventory was taken may not 
have been the lumber that was manufactured at the prices men 
tioned. But he admits that if any of that stock of lumber found 
in the yard on March 1st, 1931, was there prior to this four-month 
period when the average cost was $20.34 it would cost more than 
that to produce it: as we go back the cost of production was higher. 
This computation must be based on experience before the fire and 
probable experience thereafter and at no time before the fire 
could the cost be as low as $15.00 per M.

If the opening and closing inventory for ten months follow- 10 
ing the fire is taken at cost of production or market price, which 
ever is lower and taking as a guide the operations at the Wilfert 
mill as a clue to probable results at the main plant had it continued 
to operate; also making the allowances already referred to respon 
dent would fall far short of earning its fixed charges and expenses. 
1 refer to Exhibit 17 and the evidence of Grrogan in respect there 
to showing that respondent's success depends solely on adherence 
to this arbitrary valuation. He was taken over the figures in this 
Exhibit and comparing them with his own agreed that apart 
from inventory valuations they were alike except that he (wrong- 20 
ly) allowed no sum for depreciation. Another difference was an 
amount in respect to sales, insurance and interest. This state 
ment shows a loss of $66,293.63 after giving credit for excessive 
cost of operating the Wilfert mill and sale of power and by-pro 
ducts from the old plant had it been running. Following this 
checking of statements Mr. Grogan gave this evidence:—

Q. In order to ascertain the true position you must take 
the inventory at cost of production or market price, which 
ever is lower? A. Yes, provided—if the market price is 
lower than cost. 30

Q. I put it to you as a general principle, according to 
proper accounting, that it is the only fair method. Do you 
agree or not? A. Provided your selling price—provided 
the actual selling price—if your selling price is lower than 
your cost you must do it to be conservative.

Q. Whichever is the lower—you agree? A. Yes.
He then qualifies this admission by saying in respect to the $15.00 
valuation: "I think it does show the true position of profit and 
loss; it is a picture you try to draw to show the state of the busi 
ness at that time.'' There is not much certainty in that statement. 40 
Of course two methods leading to results so vastly different cannot 
both be right.

If a five month period is considered after the fire, taking the 
opening inventory value at $20.00, (the average for the four pre-
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ceding months) and the closing inventory at $17.00, respondent RECORD 
would fall short of earning its overhead by $5,000.00 without re- 
gard to depreciation. An attempt was made to show that this clos- -j— 
ing cost—$17.00—was just as arbitrary as the $15.00 valuation. Reason°'for 
It was pointed out that where a closing inventory valuation of judgment 
$17.00 was given by appellants 7 accountant part of the stock so M. A. 
valued would be subject to a further cost of about $3.00 in manu- Macdonald, 
factoring and sold for $47.70; other small parts too with costs J-A - 
added would sell for $68.53. It is apparent however that while it ] 

10 is true part of" the stock might be subject to further costs the 
average cost may be obtained with reasonable accuracy where 
the inventories show—as they do—the total stock in the yard 
with the percentages of upper and lower grades over the period 
under review.

The method of computation is a question of fact. If respon 
dent's method works reasonably well it may be accepted. It has 
been challenged and the burden is on the respondent. Have we 
therefore any reasonable evidence to show that, as applied to a 
limited period, viz., 221 days, it discloses with reasonable accuracy

20 the profit or loss'? One would expect that independent chartered 
accountants would have been called. Their absence is significant. 
Taylor's evidence is not directed to this all-important point. He 
in effect disproves the theory when applied to a limited period. 
The evidence of the accountant Campbell is not directed to a 
limited period. Miller is not an accountant (secretary-treasurer 
and sales manager). He never studied accountancy in the higher 
branches and spoke as a salesman. His statement therefore that 
"it is the only way of determining a company's position over a 
period of years, or even a limited time" is of little value. Yet

30 his evidence, read as a whole, does not support the view that if 
applied to a limited time a reasonably accurate result would be 
obtained. Grogan too refers to a period of years:—

Mr. Mayers: I want you to be quite clear on this. We 
have put forward our estimate on the basis of valuing in 
ventories at a consistent price throughout. We have adopted 
$15.00. Do you, or do you not justify that method of putting- 
forward our calculation? A. I do.

The Court: Would you have got the same result if you 
had made it $8.00—you would have got the same result ? A. 

40 Over a long period of years, because the cost of production 
each year is absorbed into your profit and loss account.

No other witnesses testified for respondent on this specific point 
and unless we can find in the cross-examination of Barrett-Len- 
nard and Scollard, appellants' witnesses, evidence justifying the
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jury in accepting this basis the case falls to the ground. Barrett- 
Lennard assented to a passage read to him from ''The Canadian 
Chartered Accountant" favoring a fixed unit price but it was 
based on a price fixed "year in and year out." This quoted ex 
tract also showed — as respondent contended — and it is true — 
that the valuation of lumber inventories for accounting purposes 
is difficult owing to differences in grades, species, dimensions, etc. 
There is, however, a great difference between a difficult problem 
and one impossible of performance.

A basis of computation therefore was taken by the jury dis- 
closing earnings that did not exist, and as there was no reasonable 
evidence to justify it in accepting that basis and as on the other 
hand, having regard to respondent's records and proper methods 
of accounting it is evident that fixed charges and expenses were 
not partly earned, I would allow the appeal and dismiss the action.

Victoria, B. C., 
10th January, 1933.

'M. A. MACDONALD," J. A.
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In my opinion the learned trial Judge, Mr. Justice D. A. Mc 

Donald, rightly entered judgment for the Plaintiff (Respondent) 
upon the findings of the special jury following a long trial extend-

10 ing over seven days. The action is one brought in the way of the 
enforcement of the provisions of Fire Insurance Policies issued 
by seven companies — Defendants in this action (Appellants). 
There is a large volume of evidence and in my opinion it amply 
supports the findings of the jury and fully warranting the entry 
of judgment thereon. Ordinarily juries do not give reasons and 
where questions are asked are content to answer the questions— 
here however the jury undertook to give some reasons for answer 
ing questions. I would think that the reasons might very well 
have been rejected—they were however received and being re-

20 ceived by the learned trial judge were no doubt duly considered by 
him. The reasons would not appear to detract from the force of 
the answers as made to the respective questions. Upon this point 
of the jury giving reasons I would refer to what Lord Loreburn, 
L.C. said in Lodge Holes Colliery Company Ltd. v. Wedneslmry 
Corporation (1908) A.C. 323 at p. 326—

"When a finding of fact rests upon the result of oral 
"evidence it is in its weight hardly distinguishable from the 
"verdict of the jury except that a jury gives no reasons."

A great deal has been said at the Bar as to the right of the jury in 
30 taking the arbitrary figure of $15.00 per thousand as being the 

actual costs of production. Now I wrould not look upon that as 
any formidable objection or objection at all. It might be said to 
be almost an incalculable matter. It would mean finding out the 
cost of each log and the lumber manufactured thereout. It is 
highly unreasonable considering the terms of the Insurance 
Policies and the nature of the fire loss to exact any such thing— 
in estimating the loss sustained the system and custom of arriving 
at costs of production has been well proved in the evidence and is 
that accepted in the Trade—and by the Government authorities. 

40 In passing I might remark that the Insurance Companies embark 
ing on this class of insurance must be held to have a knowledge of 
that which is well understood in the Trade, i.e., lumbering business 
—it is idle for Insurance Companies to advance any objection to
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what is universal custom in the Trade that they must know. 
Surely Insurance Companies would not be placing this class of 
insurance without knowledge of the conditions and the system and 
custom obtaining in lumbering operations and the manufacture of 
lumber. Upon this point in principle it occurs to me that what 
Lord Moulton said in McHugh v. Union Bank of Canada (1913) 
A.C. 299 at p. 309 well indicates the scope of judge and jury when 
assessing damages:—

"The tribunal which has the duty of making such assess- 
"ment, whether is be judge or jury, has often a difficult task, 10 
"but it must do it as best it can, and unless the conclusions to 
"which it comes from the evidence before it are clearly erron- 
"eous they should not be interfered with on appeal inasmuch 
'' as the Courts of Appeal have not the advantage of seeing the 
"witnesses—a matter which is of grave importance in draw- 
"ing conclusions as to quantum of damage from the evidence 
"that they give. Their Lordships cannot see anything to 
"justify them in coming to the conclusion that Beck, J's 
"assessment of the damage is erroneous, and they are there- 
"fore of opinion that it ought not to have been disturbed on 20 
"appeal."

Giving every attention and consideration to the argument that 
was so ably advanced before this Court on the part of Counsel 
for the Defendants (Appellants) that — actual loss — was not 
established by evidence. I consider that the evidence is ample 
and even were it possible to say that the answers of the jury are in 
their nature ineffective with which I do not agree—the evidence 
itself is so complete and all one way that judgment was rightly 
entered for the Plaintiff. In this connection I would refer to what 
Mr. Justice Duff (now Chief Justice of Canada) said in McPhee 30 
vs. Esquimau and Nanaimo Railway Co. (1914) 49 S.C.R. 43 at 
p. 53—

"By the law of British Columbia, the Court of Appeal in 
"that province has jurisdiction to find upon a relevant ques 
tion of fact (before it on appeal) in the absence of a finding 
"by a jury or against such a finding where the evidence is of 
"such a character that only one view can reasonably be taken 
"of the effect of that evidence.

"The power given by 0.58, r. 4, to draw inferences of fact 
"... and to make such further or other order as the case 40 
"may require, enables the Court of Appeal to give judgment 
"for one of the parties in circumstances in which the court 
"of first instance would be powerless, as, for instance, where 
"(there being some evidence for the jury) the only course



"open to the trial judge would be to give effect to the verdict; RECORD 
"while, in the Court of Appeal, judgment might be given for court of Appeal 
"the Defendant if the court is satisfied that it has all the evi- T^~~,/A 
"dence before it that could be obtained and no reasonable Reas0nS for 
"view of that evidence could justify a verdict for the Plain- judgment 
"tiff. McPhillips,

T A"This jurisdiction is one which, of course, ought to be, fat 7 1933 
"and, no doubt, always will be exercised both sparingly and 
"cautiously: Paquin v. Beauclerk (1906) A.C. 148, at page 

10 " 161; nn&Skeate v. Slaters 30 Times L.R. 290.''
In later cases in England we find this question dealt with in 

this way—where all the facts are before the Court—and they are 
present here—and upon a study of the evidence only one possible 
verdict thereon could be reasonably given. It is not a case for— 
nor is the Court bound to order a new trial but judgment should 
be entered for the Plaintiff notwithstanding any frailty in the ver 
dict of the jury and even against the finding of the jury (Winter- 
botJwm Gurney & Co. v. Sibthorp (1918) 1 K.B. 625 C.A.—Ban- 
bury v. Bank of Montreal (1918) A.C. 626; per Lord Haldane in 

20 Everett v. Griffiths (1921) 1 A.C. 656). I would refer to what 
Swinfen Eady, L.J., said in Winberbotham Gurney & Co. v. Sib- 
thorp and Cox supra at p. 630—

"Assuming the verdict was utterly unreasonable having 
"regard to the evidence, such as no reasonable men could pos- 
"sibly have given, what is the proper course for this Court 
"to adopt ? His answer was to grant a new trial. Then sup- 
"pose the same process continued, as it must continue, it must 
"go on, if necessary, ad infinitum, because all the Court can do 
"is to direct a new trial and not to draw any inference of fact. 

30 "In my opinion that is not the law, and although the Court 
'' ought to be exceedingly careful in interfering with the ver- 
"dict of a jury, and still more so in giving a decision contrary 
"to the finding of a jury, yet when it is manifest that all the 
"facts have been ascertained, and there is only one verdict 
"that can be reasonably given, in my opinion it is the duty 
'' of this Court to draw the inference and to decide according 
"to the rights of the parties, and the Court is not confined to 
"sending the case for a new trial."
In my opinion the finding of the jury in the present case and 

40 the judgment of the learned trial Judge entered upon that finding 
was right. Here the verdict of the jury was for the Plaintiff and 
my opinion is—rightly so—and the learned trial Judge rightly 
entered judgment for the Plaintiff thereon and that judgment 
I would uphold—and I would dismiss the appeal.
7th March, 1933. " A. E. McPHILLIPS,'' J.A.
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THE HONOURABLE THE CHIEF JUSTICE OF BRITISH
COLUMBIA

THE HONOURABLE MR. JUSTICE MARTIN 
THE HONOURABLE MR. JUSTICE GALLIHER 
THE HONOURABLE MR. JUSTICE McPHILLIPS 

10 THE HONOURBALE MR. JUSTICE MACDONALD

Victoria, the 10th day of January A. D. 1933.

THIS APPEAL coming on to be heard in Vancouver on the 
18th, 19th, and 20th days of October, 1932 in the presence of Mr. 
Alfred Bull, K. C. of counsel for the Appellants and Mr. Mayers 
of counsel for the Respondent. UPON reading the notice of 
appeal herein dated the 22nd day of July, 1932 and the appeal 
book herein, and UPON hearing what was alleged by counsel 
aforesaid, this Court did order this appeal to stand for judgment, 
and this appeal coming on this day for judgment:

20 THIS COURT DOTH ORDER AND ADJUDGE that this 
appeal be and the same is hereby dismissed, and that the judgment 
herein of the Supreme Court of British Columbia, dated the 17th 
day of June, 1932 be and the same is hereby affirmed.

AND THIS COURT DOTH FURTHER ORDER that the 
Respondent recover against the Appellants the costs of this appeal 
to be taxed.

BY THE COURT
"J. F.MATHER,"

Registrar.
30 "A.B." Entered 

"H.D." D.R. Jan. 17, 1933
Order Book

" J. A. M.," Vol. 9 Fol. 129 
C. J. Per"L. J. B."
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THE HONOURABLE THE CHIEF JUSTICE OF BRITISH
COLUMBIA.

THE HONOURABLE MR. JUSTICE McPHILLIPS. 
THE HONOURABLE MR. JUSTICE MACDONALD

Victoria, B. C., the 30th day of January A. D. 1933.

UPON MOTION made this day to this Court sitting at Vie- 10 
toria, B. C., on behalf of the above-named Defendants ((Appel 
lants) for leave to appeal to His Majesty in his Privy Council 
from the Judgment of this Honourable Court pronounced herein 
on the 10th day of January 1933, and upon hearing Mr. Alfred 
Bull, K. C. of Counsel for the Defendants (Appellants) and Mr. 
E. C. Mayers, K. C., of Counsel for the Plaintiff (Respondent),

THIS COURT DOTH ORDER that subject to the perform 
ance by the said Defendants (Appellants) of the conditions here 
inafter mentioned, and subject to the final order of this Court 
upon the due performance thereof, leave to appeal to His Ma- 20 
jesty in his Privy Council against the said Judgment of this 
Honourable Court be granted to the Defendants (Appellants).

AND THIS COURT DOTH FURTHER ORDER that the 
said Defendants (Appellants) do within three months from the 
date hereof provide security to the satisfaction of this Honourable 
Court in the sum of £500-0-0 sterling for the due prosecution ot- 
the said appeal and the payment of all such costs as may become 
payable to the Plaintiff (Respondent) in the event of the Defend 
ants (Appellants) not obtaining an order granting it leave to 
appeal, or of the appeal being dismissed for non-prosecution and so 
for the payment of such costs as may be awarded by His Majesty, 
his heirs and successors, or by the Judicial Committee of the 
Privy Council to the said Plaintiff (Respondent) on such appeal.

AND THIS COURT DOTH FURTHER ORDER that the 
Defendants (Appellants) do within three months from the date of
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this Order in due course take out all appointments that may be RECORD 
necessary for settling the transcript record on such appeal to en- 
able the Registrar to certify that the transcript record has been 
settled and that the provisions of this Order on the part of the 
Defendants (Appellants) have been complied with. Order Allow-

AND THIS COURT DOTH FURTHER ORDER that the
costs of the transcript record on appeal and of all necessary
certificates and all costs of and occasioned by the said appeal shall
abide the decision of the Privy Council with respect to the costs

10 of appeal.
AND THIS COURT DOTH FURTHER ORDER that up 

on the Defendants (Appellants) entering into good and sufficient 
security to the satisfaction of the Registrar of this Honourable 
Court at Vancouver, that the Defendants (Appellants) will pay 
the amount of the said Judgment if the said judgment or any part 
thereof is affirmed, execution of the said judgment shall be sus 
pended pending the said appeal.

AND THIS COURT DOTH FURTHER ORDER that the 
Defendants (Appellants) be at liberty within three months from 

20 the date of this Order to apply for an Order for leave to appeal as 
aforesaid on production of a Certificate under the hand of the 
Registrar of due compliance on its part with the terms of this 
Order.

AND THIS COURT DOTH FURTHER ORDER that all 
parties may be at liberty to apply to this Court wheresoever the 
same may be sitting.

BY THE COURT.
"B. H. TYRWHITT DRAKE,"

Registrar.

30 "E. C. M." Entered 
"J. A. M." Feb. 9, 1933

C. J. Order Book Vol. 9 Fol. 146.
Per"L. J. B."
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CERTIFICATE OF REGISTRAR AS TO SECURITY
Mar. 14, 1933

I, JAMES FREDERICK MATHER, Registrar of this Hon 
ourable Court at Vancouver, British Columbia, DO HEREBY 
CERTIFY that the Defendants (Appellants) herein have pro 
vided security to my satisfaction in the sum of Five hundred 
pounds (£500) Sterling, for the due prosecution of their appeal 
to His Majesty in his Privy Council against the Judgment of this 
Honourable Court herein, and that the said Defendants (Appel- 10 
lants) have taken out all appointments that are necessary for 
settling the transcript record on such appeal, to enable me to 
certify that the transcript record has been settled, and that the 
provisions of the Order of this Honourable Court made on the 
20th day of January 1933 on the part of the said Defendants 
(Appellants) have been complied with.

DATED at Vancouver, B. C., this 14th day of March A. D. 
1933.

"J. F. MATHER,"
Registrar. 20
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CORAM:
THE HONOURABLE THE CHIEF JUSTICE OF BRITISH

COLUMBIA
THE HONOURABLE MR. JUSTICE McPHILLIPS 
THE HONOURABLE MR. JUSTICE MACDONALD

Vancouver, B. C., the 20th day of March A. D. 1933.

10 UPON MOTION made unto this Court this day for a Final 
Order granting the above-named Defendants (Appellants) leave 
to appeal from the Judgment of this Court pronounced herein on 
the 10th day of January 1933 to His Majesty in his Privy Council, 
and upon reading the Order made herein on the 30th day of Janu 
ary 1933 granting the said Defendants (Appellants) conditional 
leave to appeal, and the Certificate of the Registrar of this Court 
at Vancouver certifying that the said Defendants (Appellants) 
have made due compliance with the conditions imposed on them 
by the said Order, upon hearing Mr. Alfred Bull, K. C., of Coun-

20 sel for the Defendants (Appellants) and Mr. E. C. Mayers, K. C. 
of Counsel for the Plaintiff (Respondent).

THIS COURT DOTH ORDER AND DECLARE that final 
leave to appeal to His Majesty in his Privy Council from the 
Judgment of this Court pronounced herein on the 10th day of 
January 1933, be and it is hereby granted to the said Defendants 
(Appellants).

BY THE COURT.
" J. F. MATHER,"

Registrar.
30 "E. C. M." Entered

"J. F. M.," D. R. March 28,1933. 
" J. A. M.," C. J. Order Book Vol. 9 Fol. 178.

Per"S. C. G."
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In the
Supreme Court 
of British 
Columbia

Synopsis of 
Contents 
of Plaintiff's 
Exhibits
No. 1 to No. 7

SYNOPSIS OF CONTENTS OF EXHIBITS 
Nos. 1 to 7 INCLUSIVE

Included in Appeal Book by consent of both Counsel in lieu 
of copies of each Exhibit:
Exhibit Insurance 

No. Co.
Policy Expiry 

No. Amt. Prein. Date
1 Canada Security 905489 $2,500 $44.25 July 10,193 L
2 Fire Assn. of

Philadelphia E21205 5,000 88.50 July 10,1931
3 Imperial Insurance H> 

Office 291964 5,500 97.35 May 16,1931
4 Home Fire & Ma 

rine Insurance Co. 189888 10,000 177.00 May 16,1931
5 Eagle, Star and 

British 
Dominions 1056590 5,000 88.50 Jan. 20,1932

6 Mount Royal
Assurance Co. 7000075 5,000 88.50 Jan. 20,1932

7 Union Fire Ins.
Co. Ltd.—Paris- 4017266 3,000 53.10 May 16,1931 20

The Assured under each Policy is CAMERON LUMBER 
COMPANY LTD.

Copy of typewritten clause attached to each of the above 
Policies:

BUSINESS INTERRUPTION 
$....._...................__........0n FIXED CHARGES, as hereinafter defined.

1. The conditions of this contract are that if the buildings 
situate on the west side of Garbally Road in the City of Victoria, 
Province of British Columbia, Insurance Plan Sheet 60, Block 
1601, and occupied as a Lumber Manufacturing Plant by the 30

CAMERON LUMBER COMPANY, LIMITED.
and/or machinery and/or equipment contained therein, be de 
stroyed or damaged by fire occurring during the term of this 
Policy so as to necessitate a total or partial suspension of busi 
ness, this Company shall be liable under this policy for the actual 
loss sustained consisting of:

I. Such fixed charges and expenses as must necessarily 
continue during a total or partial suspension of business, to
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the extent only that such fixed charges and expenses would RECORD 
have been earned had no fire occurred; in the

Supreme CourtII. Such expenses as are necessarily incurred for the of British 
purpose of reducing the loss under this policy; for not exceed- Columb'a 
ing such length of time, commencing with the date of the fire Synopsis of 
and not limited by the date of expiration of this policy, as Contents 
shall be required with the exercise of due diligence and °f ^!ntlffs 
despatch to rebuild, repair or replace such part of said build- NXQ ^ "* No ? 
ings and machinery and equipment as may be destroyed or 

10 damaged subject to the following conditions and limits, to 
wit:
2. TOTAL SUSPENSION CLAUSE: The per diem lia 

bility under this policy during the time of total suspension of 
business of all the properties described herein shall be limited to 
the "Actual Loss Sustained," not exceeding 1/300 of the amount 
of this Policy for each business day of such suspension, except 
that in the case of business being operated on Sundays and/or 
holidays, in which event the said per diem liability shall not 
exceed 1/365 of the amount of this Policy for each business day 

20 of such suspension, due consideration in either case being given 
to the experience of the business before the fire and the probable 
experience thereafter.

3. PARTIAL SUSPENSION CLAUSE: The per diem 
liability under this policy during the time of a partial suspension 
of business shall be limited to the "Actual Loss Sustained" not 
exceeding that proportion of the per diem liability that would 
have been incurred by a total suspension of business which the 
actual per diem loss sustained, during the time of such partial 
suspension, bears to the per diem loss which would have been sus- 

30 tained by a total suspension of business, for the same time, of all 
properties described herein, due consideration being given to the 
experience of the business before the fire and the probable experi 
ence thereafter.

4. The word "day" however modified, wherever used in this 
contract shall be held to cover a period of twenty-four hours.

5. It is a condition of this insurance that the insured shall 
not be entitled to compensation on account of loss which may be 
occasioned by any ordinance or law regulating or prohibiting con 
struction or repair or buildings, or by the suspension, lapse or 

40 cancellation of any license or lease, or for any remote loss.
6. It is a condition of this insurance that as soon as practic 

able after any loss, the insured shall resume complete or partial 
operation of the property herein described and shall make use
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RECORD Of other property if obtainable, if by so doing the amount of loss
in the hereunder will be reduced, and in the event of the loss being so

l^Brtfsh 0''" reduced such reduction shall be taken into account in arriving
Columbia at the amount of the loss hereunder.
Synopsis of 7. It is a condition of this insurance that surplus machinery 
Contents or duplicate parts thereof, equipment or supplies, which may be 
Exhibits" owned, controlled or used by the assured shall, in the event of 
No. i to No. 7 l°ss» be use(i i*1 placing the property in condition for continuing 

(Cont'd) or resuming business.
8. It is a condition of this insurance, if this Policy covers 10 

liability for suspension of business due to damage to or destruc 
tion of buildings, machinery and equipment only, that this Com 
pany shall not be liable for any loss due to damage to or destruc 
tion of any stock, whether raw or in process or finished.

9. It is a condition of this insurance that in case the in 
sured and this Company are unable to agree as to the time neces 
sary to rebuild, repair or replace the described property, and/or 
the value of the subject of this insurance, and/or the amount of 
loss thereon the same shall be determined by arbitrators in the 
manner provided by this policy, the provisions of which policy 20 
shall govern in all matters pertaining to this insurance except 
as herein otherwise provided.

10. The liability hereunder shall not exceed the amount 
of insurance by this policy, nor a greater proportion of any loss 
than the insurance hereunder shall bear to all insurance, whether 
valid or not, and whether collectible or not, covering in any man 
ner the loss insured against by this Policy.

11. In the event of the insurance hereunder being reduced 
by payment of loss, such reduction shall apply only to the amount 
of the policy, the daily limit of liability being unaffected thereby. 20 
Other insurance permitted.

12. WATCHMAN'S CLAUSE: Inasmuch as the rate of 
premium payable under this policy is affected and/or modified by 
the user and/or condition and/or location and/or maintenance of 
the insured property, it is understood and agreed between the 
Company and the insured that whenever the property herein 
described is shut down at night or on Sundays or holidays or if 
for any reason is closed or idle or not in operation or work has 
ceased (not including the noon hour or any hour between ordinary 
shifts or the period of temporary breakdown not extending into ,/Q 
the regular hours of watchman's service), due diligence shall be 
used by the insured to keep one or more watchmen with clock



247

service constantly on duty in, on and about the premises during RECORD 
such time. /» the

Supreme Court
13. BREACH OF CONDITION CLAUSE: If any breach g*JJ*

of a clause or condition in this contract or policy of insurance ou^_^
shall occur prior to a loss under this policy, such break shall not Synopsis of
void the policy nor avail the insurer to avoid liability, unless such Co"|ents
breach shall exist at the time of such loss under this contract or £xhibj"sn s
policy, it being understood that such breach of a Clause or con- No \ to j^0 7
dition is applicable only to the specific property effected thereby. (Com'd)

10 14. PERMISSION is hereby granted to erect new struc 
tures, make additions, alterations and repairs without limit of 
time and without notice to this Company, this insurance to cover 
in or on same according to the wording of the items above; to 
generate and use steam, gas, electricity, kerosene or crude oil for 
heat, light, power and fuel; to shut down or cease operations and 
for the premises to be vacant in whole or in part for a period not 
to exceed thirty (30) days at any one time without notice; to 
work overtime, at night, Sundays or holidays; to let the premises 
in whole or in part for purposes not more hazardous.

20 Permission granted to keep and use the necessary quantities 
of all articles, things and materials incidental to the business 
conducted therein and for the operation of said plant, allowing 
fifty (50) pounds weight of gunpowder, anything in this policy 
to the contrary notwithstanding, subject, however, to certain con 
ditions hereinafter provided; for the traffic, use, stabling, or 
housing of tractors and motor vehicles (the insured s or others), 
using gasoline as motive power, and also of other vehicles of all 
kinds, it being understood and agreed by the Assured that no 
artificial light (other than incandescent electric light) be per-

30 mitted in the room when the reservoir of any machine or device 
using petroleum or any of its products of greater inflammability 
than kerosene oil is being filled or drawn on, provided, however, 
that no gasoline, except that contained in the reservoir of any 
tractor or motor vehicle, will be kept in the building where same 
are stabled or housed, and that no gasoline will be stored or kept 
in any building used as an oil house, permission being granted for 
storage of approximately 600 gallons of gasoline in cement tank 
and the maintenance of an approved pump, subject to provisions 
herein governing the drawing thereof or filling of the' reservoir

40 of any machine or device from same. Notwithstanding anything 
herein contained, the use, keeping, allowing or storing on the 
within described premises of dynamite, fireworks, Greek fire, or 
other explosives is prohibited, unless a specific permit therefor is 
attached to this policy. It is understood and agreed that bonded
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RECORD and/or other indebtedness and/or deeds of trust may exist on the 
property insured hereunder without prejudice to this insurance.

15. LIGHTNING CLAUSE: Except as provided in the 
Columbia^ Electrical Exemption Clause below, loss caused by Lightning 
Synopsis of (meaning thereby the commonly accepted use of the term Light- 
Contents ning, and in no case to include loss or damage by cyclone, tornado 
of Plaintiff's or windstorm) shall be deemed to be loss by Fire within the 
Exhibits meaning of this contract, provided, however, that if there is any 

°(Cont'd? other Fixed Charges insurance on said property this Company
shall be liable only for such proportion of any Fixed Charges 10 
loss caused by Lightning as the amount, hereby insured bears to 
the whole of the Fixed Charges insurance thereon whether such 
other insurance contains a similar clause or not.

16. ELECTRICAL EXEMPTION CLAUSE: It is a 
special condition of this policy that this Company shall not be lia 
ble for any Fixed Charges loss caused by lightning or other elec 
trical currents artificial or natural damaging dynamos, exciters, 
lamps, switches, motors or other electrical appliances or devices, 
unless fire ensues, and then only for the Fixed Charges loss as 
may occur from resultant fire or fire originating outside of the 20 
machines themselves.

17. Loss, if any, subject however to all the terms and con 
ditions of this Policy, payable to the Assured."

Counsel for the Appellants and Respondents have further 
agreed that each policy contains the Statutory Conditions ap 
plicable to Fire Policies appearing in Insurance Act 8, B. C. 
1925, Chapter 20.
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EXHIBIT No. 9.
In the

THIS AGREEMENT made the first day of November, in *»» 
the year of our Lord One Thousand Nine Hundred and Twenty- Columbia 
Nine. _.. .—Plaintiff s 

Exhibit
BETWEEN : No- 9

Agreement 
Cameron

CAMERON LUMBER COMPANY, LIMITED, of the 
City of Victoria, in the Province of British Columbia Riy. Co. 
(hereinafter called the "Lumber Company"), of the Nov. 1,1929 
First Part.

10 AND:

BRITISH COLUMBIA ELECTRIC RAILWAY 
COMPANY, LIMITED, of the City of Victoria, in the 
Province of British Columbia (hereinafter called the 
"Power Company"), of the Second Part.

WHEREAS the Lumber Company operates a lumber Mill 
on Lot "D," Garbally Road, in the City of Victoria, Province of 
British Columbia (hereinafter called the "Said premises"), and 
for its mill purposes generates electricity and has agreed with 
the Power Company to supply it with surplus electrical energy 

20 for power purposes up to but not exceeding One Thousand (1,000) 
Kilowatts, which surplus electrical energy the lumber Company 
has agreed to supply on the terms and conditions hereinafter set 
forth.

NOW THEREFORE IT IS HEREBY MUTUALLY 
AGREED by and between the parties hereto as follows:—

1. The Lumber Company will subject to Clause Eleven (11) 
hereof) supply to the Power Company all the surplus electrical 
energy available from its power plant not required by the Lum 
ber Company for its own mill purposes up to eight hundred (800) 

30 Kilowatts at the switch board on the Lumber Company's premises, 
in the manner following, namely, up to eight hundred (800) Kilo 
watts between the hours of 4:30 o'clock in the afternoon and until 
the hour of 7:30 in the morning of the following day, and up to 
five hundred (500) Kilowatts from the hour of 7:30 o'clock in
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RECORD the morning until 4:30 in the afternoon in each and every day 
!„ the during the months of November, December and January (in any 

*"iPTMthh°urt ca!en(^ar year) on each and every day, up to eight hundred (800) 
Columbia Kilowatts from 5:00 o'clock in the afternoon until the hour of 

.— 8:00 o'clock in the morning of the following day, and up to five 
Exhibit * hundred (500) Kilowatts from 8:00 o'clock in the morning until 
No. 9 5:00 o 'clock in the afternoon during the term of this agreement 
Agreement or any extension thereof, which surplus electrical energy the 
Cameron Power Company agrees to accept and pay for at the rate of one- 
Lumber Co. v. third of one cent (l/3c) for each and every Kilowatt hour of 10 
Rl Co^ electrical energy so delivered during the term of this agreement 
Nov. i 1929 or any extension thereof as measured by an integrating watt 

(Cont'd) meter or meters to be installed for that purpose by the Power 
	Company on the premises of the Lumber Company.

2. All electrical energy shall be metered at the 550 volt bus 
bar on the Lumber Company's premises. The meters with the 
necessary equipment shall be supplied and installed by the Power 
Company.

3. The Lumber Company shall provide 011 its premises space 
and suitable housing for the Power Company's transformers and 20 
in case water-cooled transformers are used by the Power Com 
pany, then the Lumber Company agrees to supply necessary cool 
ing water provided however that the Power Company returns this 
cooling water, at their own expense, to the hot well in the boiler 
room of the Lumber Company.

4. In the event of a question arising as to the reliability of 
the said meter or meters, as the case may be, then either party 
hereto shall have the right to call for a testing of the said meter 
or meters by the local Inspector under the Electricity Inspection 
Act, Revised Statutes of Canada, 1927, Chapter 55, and any sub- 30 
sisting amendments thereto.

5. The Lumber Company agrees to provide the Power Com 
pany, free of charge, a right of way on the said premises between 
its power house and Garbally Eoad for the purpose of erecting 
(with all the necessary fixtures) and maintaining—during the 
term of this agreement or any extension thereof— a four thou 
sand (4,000) volt three (3) phase pole line.

6. In case the Lumber Company desires to shut down its 
plant in any or each year during the term of this agreement or 
any extension thereof, for overhaul, then it is agreed that the 40 
Power Company shall for such period supply electrical energy 
to the Lumber Company up to a maximum of five hundred (500) 
horsepower at a rate of one and two-tenths (1.2) cents per Kilo 
watt hour, which electrical energy the Lumber Company agrees
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to accept and pay the Power Company for at the rate mentioned RECORD 
at its office, corner of Fort and Langley Streets, in the said inthe 
City, within thirty (30) days from the date of the Company's s",p̂ i es 
bill, without any deductions whatsoever. The date of such period Columbia 
for overhaul to be approved of by the Power Company.

7. The Lumber Company agrees that the employees of the Exhibit 
Power Company shall at all reasonable hours be given free access No. 9 
to the said premises for the purpose of examining, testing, re- cf^!™^" 
pairing or removing its property. Lumber Co. v.

10 8. All electrical apparatus such as transformers and meters If" 6̂0"10 
installed by the Power Company for the purpose of carrying Nov. 1,1929 
out this agreement shall be at all times the property of the Power (Cont'd) 
Company and the Lumber Company will protect the power Com 
pany's property against any damage except by fire, acts of (rod, 
the elements and by other causes beyond their control.

9. This agreement shall remain in force and effect for a 
period of five years from the date that the Lumber Company is 
ready to deliver surplus electrical energy to the Power Company 
under the terms of this agreement and notice to that effect, in 

20 writing, having been given to the Power Company, and it is 
further agreed that at the expiration of the said five year period 
this agreement shall be automatically renewed without alteration 
or variation in any manner whatsoever and shall continue in force 
and effect thereafter from year to year unless six months previous 
notice in writing is given by either party to the other of its in 
tention to terminate this agreement either at the expiration of the 
said period or any extension thereof.

10. It is further agreed that the Lumber Company has the 
privilege to dispose of any surplus mill fuel or refuse that is not 

30 necessary to use in carrying out this agreement.
11. It is agreed between the Lumber Company and the 

Power Company that the Lumber Company shall at all times 
during the term of this agreement or any extension thereof be 
at liberty to supply to the Power Company surplus .electrical 
energy to the full capacity of the transformers installed by the 
Power Company on the Lumber Company's premises for the pur 
pose hereof, and should the quantity of surplus electrical energy 
delivered be greater than that set out in Clause One (1) hereof 
then the same shall be accepted, measured and paid for by the 

40 Power Company under terms and conditions as set out in Clause 
One (1) hereof.

12. It is agreed between the Power Company and the Lum 
ber Company that should the Lumber Company desire to stop
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RECORD

In the
Supreme Court 
of British 
Columbia

Plaintiff's 
Exhibit 
No. 9 
Agreement 
Cameron 
Lumber Co. v. 
B.C. Electric 
Rly. Co. 
Nov. 1,1929 

(Cont'd)

operating its saw-mill on account of adverse market conditions 
or from any other cause whatsoever, it shall be at liberty so to 
do, but as a condition precedent it shall give the Power Company 
at least two weeks' notice in writing of its intention to do so 
(shut-down due to fire or accident to machinery or equipment 
excepted), and during the period of shut-down the Lumber Com 
pany will not be required to operate its power generating plant 
for the purpose of supplying surplus electrical energy to the 
Power Company.

13. In the event of the Lumber Company deciding to shut 1° 
down its saw-mill and giving to the Power Company notice in 
writing of its intention so to do as provided in Clause Twelve 
(12) hereof, and the Lumber Company stop supplying surplus 
electrical energy to the Power Company as set out in Clause One 
(1) hereof, then the Power Company shall be permitted, during 
such shut-down period, to take over the operation of the Lumber 
Company's generating plant, supplying all necessary fuel, labour 
and supplies incidental thereto which may be necessary therefor, 
which shall include all fresh water used by the Power Company 
in the circumstances, all of which shall be done at the expense of 20 
the Power Company, and the electrical energy so generated by 
the Power Company during such shut-down period may be used 
by the Power Company free of charge.

14. It is agreed between the Power Company and the Lum 
ber Company that when the power generating plant of the Lum 
ber Company is taken over and operated by the Power Company, 
such power generating plant will be returned by the Power Com 
pany to the Lumber Company at any time on one week's notice 
in writing by the Lumber Company to the Power Company 
requiring it so to do, when it will be returned to the Lumber 30 
Company in as good an operating condition as that in which it 
was received by the Power Company, ordinary wear and tear 
excepted.

15. Any notice required to be given hereunder by either 
party to the other shall be deemed to be well and sufficiently given 
if directed under registered cover in the manner following: that 
is to say, to the Lumber Company—

Cameron Lumber Company, Limited, 
355 G-arbally Road, Victoria, B. C.

and to the Power Company—
British Columbia Electric Railway Company, Limited, 

1016 Langley Street, Victoria, B. C.

40
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16. This agreement shall enure to the benefit of and be 
binding upon the parties hereto, their successors and assigns 
respectively.

IN WITNESS WHEREOF the parties hereto have here 
unto set their hands, the day and year first above written.

SIGNED AND DELIVERED 
BY as for 
and on behalf of the Cameron 
Lumber Company, Limited, i" 
the presence of: 
"A. D. K." "H. BARNES

20

in

CAMERON LUMBER CO. 
LTD.

"J. 0. CAMERON," Pres.
"A. W. MILLAR,"

Sec'y. Treas.

SIGNED AND DELIVERED
BY

"ALBERT T. GO WARD" as 
Vice-President for and on behalf 
of the British Columbia Electric 
Railway Company Limited, in 
the presence of:
"ATWELL D. KING," 

543 Linden Ave., 
Victoria, B. C. 

Solicitor.

BRITISH COLUMBIA 
ELECTRIC RAILWAY 
COMPANY, LIMITED

Per "A. T. GOWARD"

RECORD
In the

Supreme Court 
of British 
Columbia

Plaintiff's 
Exhibit 
No. 9 
Agreement 
Cameron 
Lumber Co. v. 
B.C. Electric 
Rly. Co. 
Nov. 1, 1929 

(Cont'd)

EXHIBIT No. 10 
Plan of Cameron Mill omitted.

Exhibit No. 10 
Omitted.

EXHIBIT No. 20 
Photos of Burnt Mill omitted.

Exhibit No. 20 
Omitted
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RECORD

In the
Supreme Court 
of British 
Columbia

Defendants' 
Exhibit 
No. 18 
Dec. 31, 1930

EXHIBIT No. 18 
YEAR ENDED 31st DECEMBER, 1930

Statement as per Company's auditors Statement showing results on basis 
Findings of Lumber Inventories at cost

Feet Amount Average 
Inventory—
opening logs 3,096,340 45,923.35 14.83 
Logs purchased 35,586,574 498,595.97 14.01

Feet Amount Average

38,682,914 544,519.32 14.08 
Closing inventory 8,506,355 109,813.84 12.91

Cost of logs 
disposed of 30,176,559 434,705.48 14.41

Disposition of logs—
To Mill 29,814,299 428,561.01 14.37 
To Others 362,260 6,144.47 16.%

10

Logs Cut 29,838,647 
Labour 
Supplies & 

Repairs 
Fire Insurance 
General and 

administration 
W. C. B.

29,838,647 
Opening Inventory 

Lumber 9,282,526 
Purchases 4,727,972

43,849,145 
Closing inventory 

Lumber 11,106,903

32,742,242 
Shipping expenses 

and labour 
Selling expenses

Financing, etc.

Sales 
Sundry Revenues

428,561.01 
158,283.92

50,386.24 
16,366.13

33,201.54 
5,571.32

692,370.16

139,237.86 
149,564.02

981,172.04 

166,603.52

814,568.52

37,408.40 
18,762.14

870,739.06 
21,334.55

892,073.61

820,344.07 
64,548.09

884,892.16

14.36 
5.30

1.69
.55

1.11 
.19

23.20

15.00 
31.63

22.38 

15.00

24.88

1.14
.57

26.59

25.05

BALANCE, PROFIT OR LOSS 7.1X1.45 

Non recurring revenue 7,055.27

CORRECTED BALANCE 14.2.^.72

29,838,647 692,370.16

9,282,526 221,388.24 
4,727,972 149,564.02

43,849,145 1,063,322.42 

11,106,903 257,680.15

32,742,242 805,642.27

37,408.40 
18,762.14

861,812.81 
21,334.55

883,147.36

820,344.07 
64,548.09

884,892.16

1,744.80 
7,055.27

5.310,47

23.20

23.85 
31.63

24.24 

23.20

24.61

1.14
.57

26.32

25.05

20 

30

40
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EXHIBIT No. 18
SEVEN MONTHS ENDED 30th JULY, 1930

Statement as per Company's auditors Statement showing results on basis 
Findings of Lumber Inventories at cost

Feet Amount Average 
Inventory—
opening logs 3,096,340 45,923.35 14.83 
Logs Purchased 20,719,952 304,221.65 14.68

Feet Amount Average

10 23,816,292 350,145.00 14.70 
Closing inventory 4,508,715 59,781.34 13.26

Cost of logs 
disposed of 19,307,577 290,363.66 15.04

Disposition of logs—
to Mill 19,040,367 285,922.69 15.02 

To Others 267,210 4,440.97 16.62

Financing, etc.

Sales
Sundry Revenues

576,431.10 28.08
13,083.41

589,514.51_____

571,526.94 27.84
36,267.39

607,794.33

BALANCE, PROFIT OR LOSS 18,279.82 
Non Recurring Revenue 4,417.70

RECORD

In the
Supreme Court 
of British 
Columbia

Defendants' 
Exhibit 
No. 18 
July 30, 1930

20 Logs Cut 18,940,367
Labour
Supplies &

Repairs
Fire Insurance
General and

Administration
W. C. B.

18,940,367
30 Opening inventory

Lumber 9,282,526
Purchases 3,474,644

285,922.69
101,378.14

34,931.80
8,901.60

18,601.28
3,605.72

453,341.23

139,237.86
116,865.78

15.10
5.35

1.85
.47

.98

.19

23.94

15.00
33.63

18,940,367 453,341.23 23.94

9,282,526 221,388.24 23.85
3,474,644 116,865.78 33.63

31,697,537 709,444.87 22.38 31,697,537 791,595.25 24.97 
Closing inventory 

Lumber 11,168,520 167,527.78 15.00 11,168,520 267,374.37 23.94

20,529,017 541,917.09 26.40 20,529,017 524,220.88 25.53 
Shipping Expenses

40 and Labour 23,262.00 1.13 23,262.00 1.13 
Selling expenses 11,252.01 .55 11,252.01 .55

CORRECTED BALANCE 13,862.12

558,734.89 27.22
13,083.41

571,818.30_____

571,526.94 27.84
36,267.39

607,794.33_____

35,976.03

4,417.70

31,558.33



284

RECORD EXHIBIT No. 18
. lntt>* FIVE MONTHS ENDED 31st DECEMBER, 1930
Supreme Court
of British Statement as per Company's auditors Statement showing results on basis 
Columbia T-.. j- CII.IA.-^± 

__ .bindings of Lumber Inventories at cost

Defendants' Feet Amount Average Feet Amount Average 
Exhibit Inventory- 

No. 18 Opening logs 4,508,715 59,781.34 13.26 
Dec. 31, 1930 Logs Purchased 14,866,622 194,374.32 13.07

19,375,337 
Closing inventory 8,506,355

Cost of logs 
disposed of 10,868,982

Disposition of logs — 
To Mill 10,773,932 
To Others 95,050

Logs Cut 10,898,280 
Labour 
Supplies & 

Repairs 
Fire Insurance 
General and 

Administration 
W. C. B.

10,898,280 
Opening inventory 

Lumber 11,168,520 
Purchases 1,253,328

23,320,128 
Closing Inventory 

Lumber 11,106,903

12,213,225 
Shipping expenses 

and labour 
Selling expenses

Financing, etc.

Sales 
Sundry Revenues

254,155.66 
109,813.84

144,341.82

142,638.32 
1,703.50

142,638.32 
56,905.78

15,454.44 
7,464.53

14.600.26 
1,965.60

239,028.93

167,527.78 
32,698.24

439,254.95 

166,603.52

272,651.43

14,146.40 
7,510.13

294,307.96 
8,251.14

302,559.10

248,817.13 
28,280.70

277,097.83

13.12 
12.91

13.28

13.24 
17.92

13.09
5.22

1.42 
.68

1.34 
.18

21.93 10,898,280

15.00 11,168,520 
26.09 1,253,328

18.84 23,320,128 

15.00 11,106,903

22.32 12,213,225

1.16 
.61

24.10

20.37

BALANCE, PROFIT OR LOSS 25.4di.27 

Non Recurring revenue 2,637.57

239,028.93

256,875.96 
32,698.24

528,603.13

255,458.77

273,144.36

14,146.40 
7,510.13

294,800.89 
8,251.14

303,052.03

248,817.13 
28,280.70

277,097.83

25.954.20 
2,637.57

10 

20

21.93

23.00 30 
26.09

22.67 

23.00

22.36

1.16 
.61 40

24.14

20.37

CORRECTED BALANCE 2S.i)"S.X-| 28.591.77
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EXHIBIT No. 19 RECORD
In the

MONTHLY PROFIT AND LOSS BALANCE AS
of BritishPER ASSURED 'S BOOKS cdumbi^
	Defendants' 

1930 January ....._................................................................. 2,058.18 Exhibit
February .................................................................. 17,550.06 No. 19
March ........................................................................... 7,37:U>9 ^^^ T
April ______________ 3,280.52 !rf < aend Loss
May ______________ 3^23.70
June ............................................................................ : J,7 1 4.(>s 1930

1 0 July .............................................................................. 3,455.73
August ........................................................................ 2,t>5(>. 1 1
September .........................._._......................_.„_... 89( ).57
October ........................................._.......................... 4,98(i. 18
November .............................................................. 8,01 7.24
December .............................................................. 8,9 1 1.17

7,181.45

These figures do not take into consideration any provision for 
depreciation and inventories are taken on the flat basis of 15.00 

20 Per M.
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RECORD

In the
Supreme Court 
of British 
Columbia

Defendants' 
Rxhibit 
No. 21
Memorandum 
January, 1931

EXHIBIT No. 21 

MEMORANDUM EE. JANUARY, 1931

Assured's statement shows a profit of.....-..........-................--—- $5085.25

Deductions considered necessary:
1. Sales of uppers were 42.3% of total sales as 

compared with a monthly average of 33.4% 
showing that month has an exceptional credit 
due to sales of high quality produce with no 
corresponding reduction in inventory values 
shown. The upper sales amounted to 983,402 
at 33.97 and commons 1,341,442 at 13.96. Ap 
plying averages over a cons, period the sales 
would have been 776,498 uppers and 1,548,346 
commons. The reduction in selling values 
would be----.............................-.-..........-..-..-.....-..-..--.....--. 4142.03
and the average selling price would drop from 
22.42 to 20.64 —————

943.22
2. Rebate received from Cameron Bros. Timber

Co. on logs cut in January but purchased in a 20 
previous period .........„...—._.....—.................._.........._................. 1874.56

10

3. Depreciation for the month based upon a pro 
vision of 29,184.16 for the year 1929 __.___...

9:51.34

2432.01

4. Charge for completion of months mill run 
through planer and kilns ........................................................... 1114.50

LOSS -.
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EXHIBIT No. 22
In theMEMORANDUM FEBRUARY, 1931. s«*wM<:wrt

of British 
ColumbiaAssured's statement shows a loss of...................................................... $ 646.63 —-
Defendants 

.,,... , , ExhibitAdditions to loss: No 22
Memorandum

1. Rebate Cameron Timber Co. logs cut this February, 1931 
month purchased in prior months ................................. 1527.23

2. Depreciation for the month based upon a pro 
vision of $29,184.16 for the year 1929 ..................... 2432.01

3. Charge for completion of months mill run ...... 735.68
10 —————

DEDUCTIONS
1. Sales of uppers were 28.5 % of total sales as 

compared with monthly average of 33.4% show 
ing that month has had an exceptional debit 
due to sales of a quality less than average with 
no corresponding increase in inventory. The 
uppers sales amounted to 774,335 ft. at $33.33 
and commons 1,944,696 ft. at $13.44. Applying 

20 averages the sales would have been 908,156 ft. 
of uppers at $33.33 and 1,810,875 ft. commons 
at $13.44. The increase in selling values 
would be ................................................................................................... 2660.46

Loss 26SI.09
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EXHIBIT No. 23 
CAMERON LUMBER COMPANY, LIMITED

of British 
Columbia

Defendants' 
Exhibit 
No. 23 
Statement "D" 
Estimated 
Profit and 
Loss 
July 31, 1931

Statement "D" of Estimated Profit and Loss 
for the 5 months ended July 31, 1931

Feet 
Opening Inventory, Feb. 28/31 @ $20. 10,991,340 
Output Log Cost $146,067.29 

Less 3% 43,382.02 11,509,866

Purchases 
Less 10%

Labour 
Less 10% for 5 mos. 6,979.94 

10% for 2 mos. 2,791.90

Supplies 
Less 10%

Taxes and Licenses 
General Expenses 

Less 10%

36,596.34 
3,659.63

69,799.44 

9,771.84

24,110.14 
2,411.01

2,083.91 
208.39

Inventory at Closing at $17.00

Cost of Sales 
Depreciation at $29,184.16 per annum

Sales — Less Discounts 
& Allowances 298,600.15 
Less 1% 2,986.00

Profit from Rent

GROSS PROFIT OR LOSS 
Selling Expense 6,735.20 
Office Expense 3,248.19

9,983.39 
Less 14% 1,397.67

Fire Insurance 6,769.97 
Int. & Debenture Exp. 5,326.20 
Adminis'tion 5,475.00 

Less 14% 766.50 4,708.50

995,484

23,496,690

23,496,690 
10,985,618

12,511,072

Value 
$219,826.80

141,685.27 

32,936.71

394,448.78 

60,027.60

21,699.13 

1,230.18 

1,875.52

479,281.21 
186,755.50

292,525.71 
12,160.07

304,685.78 

295,614.15

9,071.63 
1,513.98

7,557.05 

8,585.72

16. 14,157 

16,804.67

NET LOSS 

Based upon "C"—five months ended February 28, 1931.

10

20

30

40
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EXHIBIT No. 24 
CAMERON LUMBER COMPANY, LIMITED

RECORD

Statement "D" of Estimated Profit and Loss 
for the 6 months ended August 31, 1931

Feet 
Opening Inventory, February 28, 1931 @ $20.00 10,991,340 
Output Log Cost 175,846.81 

Less 6% 10,550.81 13,876,195

10 

20 

30

40

Purchases 
Less 10%

Labour 
Less 10% for 5 mos. 8466.71 

10% for 3 mos. 4233.35

Supplies 
Less 10%

Taxes and Licenses 
General Expense 

Less 10%

Inventory at Closing at $17.00

Cost of Sales 
Depreciation at $29,184.16 per annum

Sales — Less Discounts and 
Allowances 

Less 3%

Profit from Rent

GROSS PROFIT 
Selling Expense 
Office Expense

Less 15%

Fire Insurance 
Int. & Debenture Exp. 
Administration 6,650.00 

Less 15% 997.50

NET LOSS

41,308.85 
4,130.88 1,141,369

26,008,904 
84,667.12

12.700.06

27,888.42 
2,788.84

2,722.17 
272.21

26,008,904 
11,085,618

14,923,286

357,673.12 
10,730.19

OR LOSS 
8,483.95 
3,872.13

12,356.08 
1,853.41

8,272.64 
6,131.53

5,652.50

i of British 
Columbia

Value Defendants' 
219,826.80 Exhibit 

No. 24 
165,296.00 Statement "D' 

Estimated
Profit and

37,177.97 Loss 
Aug.31. 1931

422,300.77 

71,967.06

25,099.58 

3,916.31 

2,449.96

525,733.68 
188,455.50

337,278.18 
14,592.08

351,870.26 

346,942.93

4,927.33 
1,714.48

3,212.85

10,502.67

13,715.52 

20,056.67

33,772.19
Based upon "C" six months ended February 28, 1931.
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RECORD

of British

EXHIBIT No. 25
CAMERON LUMBER COMPANY, LIMITED

Statement "D" of Estimated Profit and Loss 
for the 8 months ended October 31, 1931

Defendants' 
Exhibit 
No. 25 
Statement "D" 
Estimated 
Profit and 
Loss 
Oct. 31, 1931

Opening Inventory February 28, 1931 
Output Log cost 

Less 12%

Purchases 
Less 10%

Labour 
Less 10% for 8 months 11,745.67 

" 10% " 5 " 7,341.04

Supplies 
Less 10%

Taxes and Licenses 
General Expenses 

Less 10%

Inventory at Closing at $17.00

Cost of Sales 
Depreciation at $29,184.16 per annum

Sales — Less Discounts & 
Allowances 

Less 9%

Profit from Rent

GROSS PROFIT OR LOSS 
Selling Expense 
Office Expense

Less 17%

Fire Insurance 
Interest & Debenture Expense 
Administration $9,000.00

Less 17% 1.530.00 
NET LOSS

at $20.00 
234,485.84 

28,138.30

67,887.64 
6,788.76

117,456.73 

19,086.71

35,967.99 
3,596.80

3,397.03 
339.70

505,842.83 
45,525.86

11,568.99 
5,234.14

16,803.13 
2,856.53

11,569.37 
8,432.34

7,470.00

Feet 
10,991,340

18,077,925 

1,768.717

30,837,982

30,837,982 
10,502,455

20,335,527

Value 
219,826.80

206,347.54 

61,098.88

487,273.22 

98,370.02

32,371.19 

4,751.79 

3,057.33

625,823.55 
178,541.74

447,281.81 
19,456.11

466,737.92 

460,316.97

6,420.95 
2,399.41
4,021.54 

13,946.60
17.068.14

27,471.71

10

20

30

40

Based upon "C"—eight months ended February 28, 1931.
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EXHIBIT No. 11

W. B. CROMBIE
Adjuster of Fire and Auto Losses

Pemberton Building,
Victoria, B. C.

RECORD
In the

Supreme Court 
of British 
Columbia

No. 11
Letter
W. B. Crombie

December 19, 1931. «>A. W. Miller 
Dec. 19, 1931A. W. Miller, Esq. 

Secty.-Treasurer, 
Cameron Lumber Co. Ltd., 

10 Victoria, B. C.

Dear Sir:
Re Claim under Use & Occupancy Insurance

Considerable delay has been experienced in getting together 
the required data for submission to the various Companies con 
cerned to enable them to judge as to the merits or otherwise of 
your Company's claim. This in turn led to further delay and 
explanatory correspondence with the Auditors and I have now 
received definite replies from all of the Companies interested.

This letter is to advise you that after careful consideration 
20 of the facts and figures submitted from your records through 

your Auditor they have reached the conclusion that your Com 
pany has no cause for claim under the Policy Contracts.

Yours very truly,
"W. B. CROMBIE,"

Adjuster. 
WBC/RK
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RECORD

In the 
Supreme Court
of British
Columbia

Defendants'
Exhibit
No. 12 
Comparison 
Lumber
Average Sales
Prices
1930-1931

COMPARISON 01

15 Mills reporting
to B. C. Lbr. 
Association

Jan.
Feb.
Mar.
Apr.
May
June
July
Aug.
Sept,
Oct.
Nov.
Dee.

Jan.
Feb.
Mar.
Apr.
May
June
July
Aug.
Sept.
Oct.
Nov.
Dec.

Mfgrs.

19.65
20.67
20.70
19.83
19.24
17.65
17.02
16.69
15.61
15.75
14.86
15.03

15.34
15.26
15.17
14.81
14.78
14.26
13.37
13.59
12.57
12.60
13.11
12.75

EXHIBIT No. 12 

LUMBER AVERAGE SALES PRICES

1930
23 Mills reporting 
to West Coast Lbr- 
men's Association

Monthly Year to 
Date Average

Cameron Lumber 
Co.

Monthly Year to 
Date Average

19.65
20.67
20.70
19.83
19.24
17.65
17.02
16.69
15.61
15.75
14.86
15.03

20.36
19.95
20.32
20.22
19.23
18.76
17.44
16.52
16.60
15.74
15.72
15.39

20.36
19.99
20.33
20.18
19.97
19.88
19.63
19.27
19.12
18.67
18.46
18.39

29.61
32.64
26.55
27.28
26.57
27.69
25.58
23.11
25.04
19.74
17.78
20.75

29.61
31.43
29.54
28.88
28.34
28.24
27.84
27.36
26.75
26.12
25.36
25.05

1931
15.34
15.26
15.17
14.81
14.78
14.26
13.37
13.59
12.57
12.60
13.11
12.75

15.01 15.01
15.01 14.88
15.27 15.05
14.43 14.83
14.39 14.72

12.77 14.22
13.43 13.96
13.18 14.02
12.81 13.86

Ceased Publishingn a

22.42
19.11
22.01
21.60
19.37
20.55
15.97
15.21
13.26
17.02
17.33
25.73

22.42
20.64
21.00
21.14
20.87
20.84
20.26
19.84
19.05
18.88
18.77
16.92

10

30
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EXHIBIT No. 13 RECORD

10

20

1930

Jan.
Feb.
Mar.
Apr.
May

June
July
Aug.
Sept.
Oct.
Nov.
Dec.

SUMMARY OF INTEREST CHARGES
at 6£% per annum, computed on monthly balances 

for the years 1930 & 1931
Cameron Bros. Tbr. International Victoria Model

1st l
1st
1st
1st
1st

1st
1st
1st
1st
1st
1st
1st

Co. Ltd.
£22,257.99
22,757.99
25,052.27
21,576.07
22,714.75

22,107.53
22,607.53
23,607.53
24,607.53
25,608.13
26,609.03
18,355.38

$1

Cross Arm Co. Home Builders
122.86
113.44
138.29
115.23
125.37

118.07
124.76
130.28
131.43
141.32 -
142.11 -
101.30 -

,504.46
TOTAL

30

1931
Jan.
Feb.
Mar.
Apr.
May
June
July

1st
1st
1st
1st
1st
1st
1st

2,504.35
2,102.71

- 1,338.81 -
- 1,310.97 -
- 1,310.97 -
- 1,309.67)
-1,309.67)

13.82
10.47

7.39
6.99

• 7.22

14.834.95
13,150.63
14,016.25
19,152.08
5,081.46

21,929.96
14,152.05
14,369.08
16,954.58

352.79 -
1,444.62 -

269.56 -

$3,254.79

488.40
715.88
696.92

1,714.69
2,144.94
1,865.65
2,595.29

81.87
65.57
77.37

102.31
28.05

117.16
78.12
79.28
90.55

- 1.93
- 7.71
- 1.49

$709.15

2.70
3.57
3.84
9.15

11.84
9.97

14.32

15,000.00)
15,500.00)
15,500.00)
15,500.00)
15,500.00) 6 mos.

503.75
15,500.00)
16,400.00 90.53
16,500.00)
16,500.00)
16,500.00)
16,500.00)
16,500.00) 5 mos.

446.90

$1,041.18

16,500.00 91.09
16,500.00 82.27
16,500.00 91.09
17,040.00 91.03
17,065.00 94.21
18,020.00)
18,020.00)

In the 
Supreme Court 
of British 
Columbia

Defendants' 
Exhibit 
No. 13
Summary of
Interest 
Charges
1930-1931

4 mos.

40

Aug.
Sept,
Oct.

Nov.
Dec.

1st
1st
1st

1st
1st

- 1,309.67 -
- 1,309.67)
- 1,099.67 -

- 999.67 -
- 999.67-

28.37

6.07

- 5.34
- 5.52

- $42.61

TOTAL :

3,248.84
3,284.79
3,585.29

3,361.50
4,147.34

$1,241.65

17.94
17.54
19.79

17.96
22.89

$151.51

18,020.00)
18,020.00)
18,020. 00) 7 mos.

683.26
18,020.00)
18,020.00)

$1,132.95

Minus denotes credit balance.



294

RECORD

In the
Supreme Court 
of British 
Columbia

Exhibit
No. 14 
Omitted

Exhibit
No. 15 
Omitted

EXHIBIT No. 14
Estimate of time required for re-building mill submitted to 

W. B. Crombie by Mr. Brown, omitted.

EXHIBIT No. 15 
Detailed estimate of Exhibit No. 14 omitted.

Exhibit 
No. 16 
Omitted

EXHIBIT No. 16 
Plan of Cameron Mill showing burnt area omitted.
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EXHIBIT No. 17
CAMERON LUMBER CO. LTD.

Estimated Statement of Profit & Loss for the 
Ten Months ended 31st December, 1931.

Opening Inventory
Sundry .................................................................. 69,679.27
10,991,340 ft. @ 19.00 .............................. 208,835.46 278,541.73

Purchases ....................................................................... ——————— 126,529.88
Wages ................................................................................. 64,307.80

10 Scowing, towing and wharfage ............ 5,706.49
Taxes and Licenses ............................................. 3,117.37
Accident Insurance ............................................. 1,877.37
Repairs .............................................................................. 26,895.74
Power ............................._.................................................. 12,229.13
General Manufacturing Expenses ...... 2,900.00
Depreciation 10/12 of 29,184.16 ............ 24,320.10

(losing Inventory 546,398.61
Sundry .................................................................. 27,879.51

20 8,615,034 ft. fa) 16.56 .............................. 142,664.96 170,544.47

Log Costs ..........._._...._..... 10.20 375,854.14
Labour .................................... 3.33
Supplies ................................. 1.39
Insurance.............................. .50
Accident Ins. ................. .14
Genera] Administration 1.00 16.56 

Sales, less discounts .......................................... 309,190.37
Less, crossarms, 1930 ........................... 2,070.09 307,120.28

30 ______ ————————
(>H,7:J3.S() 

Less, excessive costs at Wilfert Mill 22,216.72

4K.fVI7.l4 
Profit from rents and by-products

per statement ................................................ 1,396.84
Additional claimed ................................. 32,930.20 34,327.04

12.190.10 
Selling expenses ...................................................... 10,005.44

40 Advertising .................................................................. 1,147.64
Office Expenses ......................................................... 5,227.74 16,380.82

28,570.92 
Insurance ........................................................................ 13,330.00
Interest, 10/12 of 13,000 .............................. 10,833.00
Administration ......................................................... 13,559.71 37,722.71

RECORD
In the

Supreme Court 
of British 
Columbia

Defendants' 
Exhibit
No. 17 
Estimated 
Statement 
Profit and Loss 
Dec. 31, 1931


