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THIS DOCUFLIT IS THE (1.0PERTY OF THE GOVERNMENT OF CANADA ]

CONFIDENTIAL
OTTAVA L, April 23, 1965.

MEMORANDUM TO CABINET

Contributions tn Newfoundland
Regspecting Indians and Eskimos

Background of this Memorandum

By letter dated March 23, 1964, to the Prime Minister, Mr. Smallwood
asked the Government of Canada either to (1) take over full responsi=
bility for Indians ard Eskimos in Labrador or (2) give the province the
same degree of financial support as it gives in respect of Indians and
Eskimos living in other provinces. This requesl was considered by the
Cabinet Committee on Social Security and Labour in May 1964 and, on
August 10, 196, the Prime lirister informed Premier Smallwood that
"the federal government does not wish to disturb the established arrange=
ments for provincial administration of Indian and Eskimo affairs in
Newfoundland. We appreciate the financial problem that confronts
Newfoundland in administering the affairs of the Indians and the Eskimos
in Labrador and we are prepared to provide such continuing financial
support as seems appropriate in the light of the needs of Indians and
Eskimos in your province, and of our programmes relating to Indians and
Eskimos elsewhere in Canada", The Prime Minister went on to suggest a
meeting of federal and provincial officials, and a visit to Labrador

by federal officials "to work out a programme of assistance for
submission to both governments" .

Meetings have been held in Ottawa between federal and provincial

of ficials and a representative of the Department of Northern Affairs
and National Resources has visited Newfoundland for discussions with
provincial officials. An interdepartmental committee comprised of
representatives of the departments of Northern Affairs and National
Resources, Citizenship and Immigration, Natiohal Health ard Welfars,
and Finance (Treasury Board) has thoroughly examined the provincial
request for financial aid, and the purpose of this memorandum is to
request Cabinet approval in principle for terms of agreemert, as
proposed by the interdepartmental committee, and for the communication
of such temms to the Premier of Newfoundlard.

Background Information

There are approximately 50 Indians and 900 Eskimos in Labrador. A
summary of previous negotiations with Newfoundland for financial assist-
ance for its programs with Eskimes and Indians is attached as Appendix ma",

Constitutional Position

A summary of the constitutional position vis-d-vis legislative, policy
making and financial responsibility for Indians and Eskimos in Labrador
1s attached as Appendix "B", A substantial degree of federal obligation
with respect to the formulation of policies and the voting of funds to
provide for programmes on behalf of Indians and Eskimos in Labrador

is indicated.

Proposed Terms of Agreement

The objective of the Governrent of Canada in Newfoumdland and elsewhere

is to see the Indians and Eskimos take their place as fully participating
members of the provineial communities, accepting all the responsibilities
and receiving all the benefits of other citizens. The achievement of

this objective will entail the provision of contiruing financial assistance
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to Newfoundland for programmes comparable to those in effect for
Indians and Eskimos elsewhere in Canada,

' Tt is recommended that the agreements be reviewed and renegotiated at
S-year intervals to ensure that they are kept up to date in the light
of chanping circumstances amd needs of the Fskimos and Indians in the
Labrador, This periodic review, morsover, will enable the agreements
to be adjusted as necessary to conform to the changing federal-provincial
relations with respect to Indians and Eskimos in Canada.

Two agreements with Newfoundland and payment of a share of the capital
costs incurred by Newfoundland in the period 1959-196l, are recomiended,
as detailed below,

1. To ensure continuity of services and because the special
arrangements with respect to health treatment expired
Merch 31, 196L, an agreemcnt is urgently required to
extend immediately, for a further 5-year period, with
effect April 1, 196k, the 10-year agreement covering
medical and hospital costs for Indians and Eskimos
(see Appendix "A").

2. A new agreement in respect of all provincial expenditures
. on Indians and Eskimos, other than medical and hospital
costs covered in item 1, to provide that:

(a) Canada will reimburse Newfoundland for 90 per cent
of the province's expenditures on Indians and Eskimos,
as certified by provincial auditors and subject to
federal audit commencing April 1, 1965;

(b) such reimbursement will not apply to any part of such
expenditures which Newfoundland recovers from Canada
under any other federal-provincial agreement j

(c) the total amount of reimbursement made by Canada to
Newfoundlard under this agreement will not exceed
$1 million per year for the first S-<year periocd
(see Appendix "C");

(d) provincial expenditures on programmes for Eskimos and
Indians will be subject to an armual budget recommended
by a federal-provincial committee of officials and
approved by each government;

. Irrelevant

The proposed new agreement will cover both operating
and capital experditures and this provision in the new
agreement; therefore, would apply both tc operating
and capital costs in these communities:

(f) In resard to capital costs for regional institutions
which will serve predominantly vhite communities as
well as Indian ard Eskimo communities, the federal
90 per cent share should only apply to that part of
the cost representing the proportion of use which the
Indians and Eskimos bear to the total enrolment.
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(g) this agreement will be renegotiated at S-year intervals.

3. Canada to reimburse Newfoundland in an amount not exceeding
$255,000 representing 90 per cent of the province's capital
expenditure for Irdians ard Eskimos in the period 1959-6L
which totalled $280,56l.

Explanation

The explanation of the featurcs and the recommendations set out above
are as follows:

1.

Medical and Hospital Services

The continuation of the agreement which has been in

effect for the past 10 years is recommended to ensure
continuity of an essential programme and under procedures
which, it is understood, have proven satisfactory both to
the Government of Newfoundland and to Indian and Northern
Healtn Sorvices. An extension for a S-year temm is,
therefore, recommended rather than attempting to bring this
service within the scope of the general agreement at this
time.

Apreement for General Services

(a) 4 90/10 federal-provincial sharing of costs for Indians
and Eskimos is based on the following:

(i) Although exact fipures are not available, it is
estimated that at least an equivalent 109 contri-
bution is made by other provinces in respect to
the substantial number of persons of Indian
status who do not reside on reserves or on Crown
lard, All provincial services are extended to
such Irdians at provincial cost without federal
subsidy. 2

(ii) In additiorn, many of the provinces in Canada are
extending a wide range of services to Indians on
reserves. Depending on the province, these
include substantial provincial subsidies for
roads, welfare services, extension services of
various kinds and a variety of economic development
projects.

(iii) Cabinet approved 28 May, 196} (refer to memo. to
Cabinet 139-6L) an approach to the provinces based
on a federal-provincial division of costs for
welfare services on a formula which, initially,
would approximate a 90 per cent federal share of
the cocts of provincial services extended to
Indians residing on reserves or on Crown lands.

(iv) Effective administration requires that the agency
administering a prograrme bear a significant
share of costs.

(b) is self explanatory.
(¢) The proposed federal ceiling of $1 million per year for
reimbursements to Newfoundland for the period 1965-70

represents the approximate cost to Canada in 1963-6L
for the care of equivalent numbers of Indians and
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Eskimos in parts of Canada where living conditions

arc comparable to those of Lzbrador, excluding

capital and operating costs pertaining to medical

and hospital treatment, The par capita expenditures
forming the basis for this caleulation are set out in
Appendix "C", The substantial difference betueen per
capita expenditures on Indians and Eskimos is primarily
due to such facters as Eskimos living in high-cest
areas and particularly in areas where normal provincial
and municipal servicos are not available. This
difference in per capita costs should not appear in
the agreement with jiewfoundlard because it could be
interpreted as a sugpestion that the province spend

one amount on Indians and another on Eskimos. Eskimos
and Indians live in similar circumstances in Labrador
and it is desirable that they receive equal treatment.

(i) The proposed federal-provincial committee would
review the budget for the forthcoming year and
the prcgrammes te be carried out. It is recom-
mended that the eammittee be chaired by a Neufoundland
official and include such representatives as the
Government of Newfoundland may wish to nominate.
Canada would be represented by officials of the
Department of Citizenship and Immigration and
Northern Affairs and National Resources, with
provision that officials from the Department of
National Health and Welfare and of Finance may
attend as and when required.

(ii) The committee would be required to make appropriate
recommendations to both governments which, when
approved, would then constitute the operational
plan and the basis for cecst sharing for the ensuing
fiscal year. =

(iii) Tor the current fiscal year (1965-66) the Province
of Hewfoundland to be asked to submit operational
plans based on their current estimates,

(iv) The committee would also serve for an exchange of
information with respect to programmes and
developments of mutual concern and interest,

This provision, as explained, was included in the previous
agreement with Newfoundland with respect to capital costs
which spanned the years 195L4-59. By carrying this provision
forward into the proposed new agreement, the necessity of
identifying individuals with respect to status is avoided.
The purpose is to ensure that Canada's contribution to

costs is applied to the Eskime and Indian population.-

It is understood that Newfoundland has plans for larger
institutions to serve relatively broad areas in some

fields. In such cases there must be an initial distribution
of costs based on the proportion of use by the Indians and
Eskimos., The 90 per cent reimbursement of provincial
expenditures would, therefore, only apply to that proportion
of the cost represented by the use made of such institutions
by Indians and Eskimos,

This provision has previously been explained in the
intreduction to thc terms of the agreement,
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Background Informetion.

Constitutional Issue,

Per Capita Expenditures on Indians and Eskimos.
Justice Opinion April 1k, 1950.

Justice Opinion November 23, 196l.

Letter from the Minister of Citizenship and

Irmigration, March 21, 1962, to the Solicitor
General of Canada,
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APPERDIX "An

OITdin b, Aoril 22, 1965,

Indians and rskimos in Labrador
=22l and LSKimos_in Labrador

Background Information

When the terns of union between Canida and lewfoundland were being dis-
cussed, the future status of the Indians and Lskimos of Labrador was
considered, While the federal government had accepted responsibility fer
the welfare of native people in all parts of Canzda outside Newfoundland,
unusual conditions existed within the proposed ’rovince of hkewfoundland
that appeared to make it more logical to leave this responsibility with
the new provincial zovernment, Among these conditions we.e the unusual
degree to which the native population had inter-marrisd with the white
population, and the lony ex)erience of tie old iswfoundland Jovernment in
the handling of its own native problems,

Because of its complexity, the question was not dealt with under the terms

. of union, but it was a_reed in correspondence this question would be dealt
with later. It wes Zenerally accepted that the federal government had some
responsibility in this field, but the exact definition of this responsi-
bility was left for later study. The first important negotiations intended
to produce a permanent gettlement were urdertaken in 1953, and on April 7,
1954, the then Secretary of State recommended to Cabinet that the following
settlement be made:

(a) The federal Jovernment to orovide contributions in a total
not exceeding 200,000 toward canital expenditures made by
Newfoundland on certain approved projects for the benefit of
the Indians ana oskimos, -

(b) The federal government to assume for a ten-year period
beginning April 1, 1954, full financisl and, to the extent
required, administrative resoonsibility for the transportation,
hospitalization and treatment of nort.ern Labrador Indians
and Eskimes re-uiring hosnital treatment <nd during the same
ten-year peried to undertake an aggressive anti-tuberculosis
program, :

. (¢) The CGovernment, of lkewroundlanc as of April 1, 1954, to assume
all financial and administrative responsibility for the Indian
and £skimo populction of Labrador, including relief but excluding
the matters referred to in (a) and (b) above, and all federal
benefits such as family allowances and old age pensions which
have a general application througnout Canada.

The Cabinet approved this program, as did the Government of Newfoundland,
and it was given effect,

In 1959, a request was received from Newfoundlana for participation in
further minor capital projects for Indians and Zskimos, principally
housinz and schools, wit: a prososed [ederal share of $211,000, The

then kinisters of Citizenship and Immigration and Nortnern iffairs and
National Resources recomuerded the 3grunts to Cabinet on the grounds of
reasonableness for orojects designed to make the neople self-supporting,

No decision was taken by the Cabinet from 1959 onwards, although the matter
was resubmitted four times ty the i.inisters concerned,
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On October 15, 1963, the Newfoundland inister of Public Welfare wrote
the federal government asking:

(a) azain for the $211,000 zrant requested in 1959;

(b) additional capital project money for the period
1959-63 amounting to $70,333;

(e¢) approval of a capital expenditure vlan for the next
five years beginning April 1, 1964, with a federal share
of $523,333; and

(d) an extension of the health vlan for another ten years,

An interdepartmental committee undertook to study tiis request, particularly
in the light of the discussions then current with the Jovernment of -uebec
respecting a nossible assumption of responsibility for the administration
of Eskimo aff:irs by the province. On liarch 23, 1964, Premier Smallwood
wrote the “rime Hinister the request which is the subject of this submission,
. in erfect asking federal aid not only for capital costs , but for operating
costs as well, at least to the extent that the federal government eccepts
financial responsibility for Indians and Eskimos in other orovinces.,
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. . APZINDIX "CM

Per Capita Expenditures by Canada
on Indians and £skimos in Areas

Where living cenditions are comparable to Labrader
All figures are for the fiscal year 1963-64

1. Indian Affairs Branch expenditures on Indians:

Abitibi Agenoy - $262, ver capita
Jares Bay Agency - $322, per capita

Approximate average -_$300. per capita

. 2, Northern Administration Branch expenditures on Eskimes:

Northern Guebec Region ~ $922, per capita

3. Applying these per capita figures to the Indian (450) and
Eskimo (900) population of Labrador produces the following:

450 Indians x $300. per capite = $135,000,
900 Eskimos x »922, " 0 = 829,800

Total  $964,800,
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APPIHDIX MFY

OTTAWa,
imrch 21, 1962,

Hon.. i, J, Brovme, Q.C., P.C., ii
Solicitor 3eneral,

Justice Building,

Ottawa.

=
vl
.

-

iy dear Colleague;

This will refer to your letter of February 13, with which you

enclosed a copy of a letter from the Reverend Father Charles N. DeH arveng,
0.4.I., Chairmin of the Loman Catholic Board of Zducation, Labrador North,
Newfoundland. Father DeHarvenz's letter refers to the nced for financial

. assistance in nroviding furtier educational facilities for the Labrador
Indians. His letter also acvances the argument that tne real lezal res-
porsibility for the iLabrador indians rests with the federal government and
not with the Province of newfoundland,

As you are avare, this is a problem that has arisen on numerous
occasions, and the position which has been consistently taken by the federal
government is that the Indians or vewfoundlana were enfranchised and full
citizens of the rrovince on the day when Newfounilan. entered Canada in
1949, and that cousequently the federal iovernment has no constitutional
responsibility for tne rersons of Indian ethnic origin in the Province.
The terms of union themselves do not make any re:erence to Indiacs and,
that being the caise, there is no hasis uyon vhica the federal government
can .ake a particular responsiiility in constitutional terms for any group
of peonle, citizens o. the Trovince, for whom special authority or
resnonsibility is not clearly set out in the terms of union,

tie have, however, recoinized the special oroblem in Fewfoundland
on a nuaber ol occasions since 1949 by nproviding snecial assistance to the
provancizl cutiorities, to enable them to carry the additional burdens which
rest upon them as a result of the fact that Irdians in Newfoundland, unlike
. other provinces, are a responsivility of the provincial government,

You are, I think, familiar wit) the more recent onroposals which
have been made alon; the lines of the forezoing, On July 5, 1958, the
winister of Lorthern Affairs ind I submitted a Joint 1emorandum to Cabinet,
recormending anproval of a rewuecst received from Fewfoundland for certain
assistance over and above that already given in accordance with the terms
of union, to enable the Province to jrovide services to meet the changinz and
growin3i needs of Uskimos ana Indians in Labrador. This propos4l represented
an additional federal contribution of approximately £215,000, of which
124,000 would meet two-thirds of the canital costs of works for “skimos,
to be proviaed throush the ".stimates of the Uepartment of Northern Affairs,
and v91,000 would represent the 100% reinbursement of the costs of housing
for Indians, to be provided in the ustimates of this Department.,

CANQ03452_0013



|ICC-5500 |CCI Exhibit P-467 Page

® Tt

When this pronosul was nut to Cabiret, a sub-committee was
established, including the iiinister of iorthern nffzirs, the linister
Without Portfolio, yourself and mvself. This sub-comiittee held a
number of meetings and fivally on June 7, 1961, endorsed the recommen-—
dations containcd in the :erorandum to Cabinet of July 1958. = note
on our departmental file indicates that vabinet itself considered the
matter on July 10 and azain on Lovember 15. Tav firal decision at both
these meetin3s was that the matter should be left in tne hands of the
Prime iiinister, who would make an announcement at an asoropriate time,
It wes hoped in July, arnd again in Lovemper, that the Crire riinister
would make an announcement :ith referecce to this matter, when he was
in ilewfoundland on otazr business. Uniorturately he cid not have the
opportunity to make any annourcement either time, and the matter rests
there.

I should add that the assistance to beprovided from this
Lepartment on behz1lf of the Indians of Labrador provides for the
reimbursement to the Province of tewfoundland of the cost of constructing

. sore forty houses for Indians, as well as ior the reiubursement to

Newfourdland of some ..11,000 whic1 the rovince has already sment for
this ourgose. Newfourndland's request and the 'emorandum to Cabinet do
not include srovision for tic costs invelved in the enlargement of the
school to which Fat .er Jelarveng refers in nis letter of rebruary 3,
1962, to you.

You will recall that, when this matter was nreviously discussed,
it was agreed that the federal zuthority could not deal directly with
a request advanced by Fater DeHarveng, in tne face ol requests for
different kinds of assistance already sresented to us by the provincial
authorities. You agreed at tne iime that you woulu et in touch with
Mr. F. R. Kennedy, Superintendent of %“ducation for the Province of
kewfoundland (loman Catholic), in order to clarify more nrecisely the
position of the Province. lir. leunedy coniirmed to you, I understand,
the position already advanced by the Province, namely that it desired
financial assistance from the federal iovernment for the matters referred
to in the Cabinet l.enioiandum, and that it was not including as a part of
its re-uest ior assistance any nrovision for tie costs involved in the
enlargement of the school concerninj which Father DeHarveng has made
representations to you.

. I can assure you tiat no one would be ha»vier than wr. Dinsdale
and myself if this question, which has already been annmroved in principle
by Cabinet, could be brought to [finality in some way. In the circumstances
whicia I have outlined, however, I do not think t at we can do more than
remind the ’rime .linister at an asprooriate tire of thnis outstendinz item
and sugzest that, if at all oossible, he shoulu make an ennouncement con-
cernin it. It is probable that, in tae press of other matters it has
slipped his mind. It seems to me that in view of your narticular interest
in the matter, your oninio:n as to the most anpropriate time to make the
announcement would carry special weight with the Prime ifinister. “erhaps
you could have a word with hir: about it.

Yours sincerely,

illen L. Fairclough

= B o P
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