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STANDING COMMITTEE
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Chairman: H. B. McCulloch, Esq.,
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Bell, Garland, Mclvor,
Bonnier, Goode, Montgomery,
Boucher (Restigouche- Gourd (Chapleau), Murphy (Westmorland),
Madawaska), Green, Murphy (Lambton West),
Buchanan, Habel, Nicholson,
Byrne, Hahn, Nickle,
Campbell, Hanna, Purdy,
Carter, Harrison, Richard (Saint-Maurice-
Cauchon, Healy, Lafleche),
Cavers, Herridge, Ross,
Chevrier, Hodgson, Roy,
Clark, Holowach, Shaw,
Conacher, Hosking, Small,
Deschatelets, Howe (Wellington- Stanton,
Dupuis, Huron), Viau,
Ellis, James, - Villeneuve,
Eudes, Johnston (Bow River), Wood—60.
Ferguson, Kickham,
Follwell, Lafontaine,

(Quorum 20)
3 E. W. INNES,
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ORDERS OF REFERENCE

House oF COMMONS,

WEDNESDAY, December 16, 1953.

Resolved—That the following Members do compose the Standing Commit-
tee on Railways, Canals and Telegraph Lines: ]

Messrs.
Barnett, Gagnon, Langlois (Gaspé),
Batten, Garland, Légaré,
Bell, Goode, . McCulloch (Pictou),
Bonnier, Gourd (Chapleau), Melvor,
Boucher (Restigouche- Green, Montgomery,
Madawaska), Habel, Murphy (Westmorland),
Buchanan, Hahn, Murphy (Lambton West),
Byrne, Hamilton, Nicholson,
Campbell, Hanna, Nickle,
Carter, Harrison, Pouliot,
Cauchon, Healy, : Purdy,
Cavers, Herridge, Richard (Saint-Maurice-
Chevrier, Hodgson, Lafléeche),
Clark, Holowach, . Ross,
Conacher, Hosking, Roy,
Dupuis, Howe (Wellington- Shaw,
Ellis, Huron), Small,
Eudes, : James, Stanton,
Ferguson, Johnston (Bow River), Viau,
Follwell, Kickham, Villeneuve,
Fulton, Lafontaine, Wood—=60.

(Quorum 20)

Ordered,—That the Standing Committee on Railways, Canals and Tele-
graph Lines be empowered to examine and inquire into all such matters and
things as may be referred to them by the House; and to report from time
to time their observations and opinions thereon, with power to send for persons,
papers and records.

TuEespAY, January 20, 1954.

Ordered,—That the name of Mr Deschatelets be substituted for that of
Mr. Pouliot on the said Committee.

TUESDAY, February 16, 1954.

Ordered,—That the following Bill be referred to the said Committee:—
Bill No. 252 (Letter R-5 of the Senate), intituled: “An Act respecting Cana-
dian Pacific Railway Company”.
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4 STANDING COMMITTEE

Monpay, February 22, 1954.

Ordered,—That the said Committee be empowered to print, from day to
day, such papers and evidence as may be ordered by the Committee, and that
Standing Order 64 be suspended in relation thereto.

Ordered,—That the quorum of the said Committee be reduced from 20 to
12 Members. - )

Attest.

LEON J. RAYMOND,
Clerk of the House.
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REPORTS TO THE HOUSE

MonDpAY, February 22, 1954.

The Standing Committee on Railways, Canals and Telegraph Lines begs
leave to present the following as a

FIRST REPORT

Your Committee has considered Bill No. 252 (Letter R-5 of the Senate),
intituled: “An Act respecting Canadian Pacific Railway Company” and has
agreed to report it without amendment. .

All of which is respectfully submitted.
H. P. CAVERS,
Acting Chairman.

MonbpAY, February 22, 1954.

The Standing Committee on Railways, Canals and Telegraph Lines begs
leave to present the following as a

SECOND REPORT

Your Committee recommends:

1. That it be empowered to print, from day to day, such papers and
evidence as may be ordered by the Committee, and that Standing
Order 64 be suspended in relation thereto.

2. That its quorum be reduced from 20 to 12 members.

All of which is respectfully submitted.
H. P. CAVERS,
Acting Chairman.
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MINUTES OF PROCEEDINGS

MonpAy, February 22, 1954.

The Standing Committee on Railways, Canals and Telegraph Lines met at
10.00 o’clock a.m. this day.

Members present: Messrs. Barnett, Batten, Bell, Byrne, Carter, Cavers,
Deschatelets, Ellis, Fulton, Gagnon, Green, Habel, Hahn, Hamilton, Hodgson,
Holowach, Howe (Wellington-Huron), Johnston (Bow River), Lafontaine,
Langlois (Gaspe), Mclvor, Montgomery, Murphy (Lambton West), Nicholson,
Purdy, Stanton, Villeneuve, and Wood.

In attendance: Mr. G. J. Mcllraith, M.P.; Mr. Alastair Macdonald, Q.C.,
Ottawa, Parliamentary Agent; and From the Canadian Pacific Railway Com-
pany: Mr. N. R. Crump, Vice-President; Mr. H. D. Brydone-Jack, Engineer of
Construction; From American Nepheline Limited: Mr. Harold Deeth, Vice-
President; Mr. C. M. Nicholson, Technical Director.

In the absence of the Chairman, Mr. McCulloch, and on motion of Mr.
Lafontaine, seconded by Mr. Hahn,

Resolved,—That Mr. Cavers be Chairman of the Committee for this day.

On motion of Mr. Fulton,

Resolved,—That permission be sought to print, from day to day, such
papers and evidence as may be ordered by the Committee; and that 500 copies
in English and 200 copies in French be printed of this day’s proceedings.

On motion of Mr. Carter,

Resolved,—That a recommendation be made to the House to reduce the
quorum of this Committee from 20 to 12 members.

The Committee proceeded to the consideration of Bill No. 252 (Letter R-5
of the Senate), intituled: “An Act respecting Canadian Pacific Railway
Company”. ;

The preamble was called.

The Sponsor of the Bill, Mr. Mcllraith, introduced the representatives of
the Canadian Pacific Railway Company and of American Nepheline Limited.

Mr. Crump was called, made a brief statement and was questioned thereon.

The witness was retired.

Mr. Deeth was called and questioned regarding -certain aspects of his
company’s operations.

In response to questions by Mr. Fulton, Mr. Deeth undertook to supply
certain information, to appear as an appendix to this day’s evidence. (See
Appendix “A”)

The witness was retired.
The preamble, clause 1 and the Title were severally considered and adopted.

The Bill was adopted and the Acting Chairman was ordered to report it to
the House without amendment.

Mr. Cavers, on behalf of the Committee, thanked the witnesses for their
assistance.

At 11.05 o’clock a.m. the Committee adjourned to the call of the Chair.

E. W. INNES,
Clerk of the Committee.






EVIDENCE

MonpAY, February 22, 1954,
10.00 a.m.

The AcTING CHAIRMAN: Gentlemen, we are here. today to discuss Bill
No. 252, (letter R-5 of the Senate), intituled, “An Act respecting the Canadian
Pacific Railway Company”. I notice we have here today Mr. George. J.
Mecllraith, who introduced the bill in the House of Commons and I am going
to ask him to introduce those persons who are present on behalf of the
applicant.

Mr. McILraITH: Mr. Chairman and gentlemen, I presume you do not
want me to say anything about the Bill in addition to what I said in the
House on second reading. Mr. Alastair Macdonald is here as counsel for the
C.P.R. on this bill. Mr. N. R. Crump, vice-president of the C.P.R. is here.
Also present is Mr. Harold Deeth, vice-president of the American Nepheline
Limited, the mining company to which this spur will run and which will
be served by it. In addition we have Mr. C. M. Nicholson, technical director
of the American Nepheline Company, and Mr. H. D. Brydone-Jack, engineer
of construction for the C.P.R. These gentlemen are available to answer any
questions you wish to ask and to give any information required.

Mr. GReeN: Could we have an explanation of the Bill?

Mr. MCcILRAITH: Perhaps we should have the explanation from Mr.
Crump.

Mr. N. R. Crump, Vice-President, Canadian Pacific Railway Company, called:

The WirNEss: Mr. Chairman and gentlemen of the committee, this bill
is designed to give the Canadian Pacific Railway permission to build a line
of railway approximately fifteen miles long from Havelock, which is a division
point on the Canadian Pacific Railway roughly half-way between Montreal and
Toronto, almost due northerly a distance of approximately fifteen miles to a
point known as Nephton. Nephton is the site of the mining operations of
the American Nepheline Corporation where nepheline syenite is mined. The
product mined at the plant is in the form of nepheline syenite which inciden-
tally is a product of an igneous rock not unlike granite and is ground and
refined in various ways and is sold largely to the glass and ceramic industries.
Something like 70 per cent of the product is used in glass and 25 to 30 per cent
is used in the ceramic industry for pottery and similar products. The product
of this mine presently is trucked by a secondary road from Nephton to Lake-
field, a distance of some 24 miles. The primary responsibility of maintaining
that highway is with the mining company. It is 24 miles from Nephton to
Lakefield by truck and then the product is transferred to the Canadian Na-
tional Railways and is handled from that point. With the increase in produc-
tion at the mine and the fact that they have to have continuous marketing,
the Nepheline Company have felt that they require railway services for the
efficient marketing of their product and they approached the Canadian Pacific
Railway some years ago. After a good deal of negotiations we have agreed

9



10 y STANDING COMMITTEE

to build a line into their plant from Havelock. The construction itself will
not be too difficult for the first ten miles. The last five miles will be much
more difficult as it is very rocky territory and the line will traverse some
very promising outcroppings of limestone which the industry is particularly
interested in. Other than that, I do not think there is very much I can
say, but I will be glad to answer any questions.

By Mr. Melvor:
Q. Who is paying for this?—A. The C.P.R. and the industry.
Q. The Dominion Government is not asked for any cash?—A. None.
Q. And it is opening up the country?—A. It is opening up a'new territory.

By Mr. Green:

Q. What is the financial outlay?—A. We estimate the cost at the moment
at approximately $14 million; the Canadian Pacific will pay for it, and a
half of the cost up to but not exceeding $750,000 will be rebated in the form
of a premium payment on the tonnage shipped from the mine at the rate
of 75 cents a ton. i

Q. Apparently the product is now being shipped by the Canadian National
Railways?—A. Yes.

Q. Will the construction of this line mean that the Canadian National
Railways lose that business?—A. That is right. ;

Q. How do you explain that?—A. Well, I have already had several dis-
cussions with Mr. Gordon and if the Canadian National Railways were to
build into Nephton it would require a line of at least 24 miles and the cost
would be—we have not made any estimate, but certainly 2-2 or 2-3 million
dollars, whereas we can build into that point from Havelock a line 15 miles
long at approximately $1,500,000. I certainly think the Canadian Pacific
should build it.

Q. What will be the loss in freight to the C.N.R.?—A. The tonnage that
is shipped by the mine will be shipped direct from the mine by the Canadian
Pacific. I might say that the mining company is very interested in obtaining
the direct access by rail because shipment by truck is not too satisfactor'y
and is subject to all the vagaries of the elements and in addition to that it is
a very expensive proposition. The nepheline syenite is a rather difficult com-
modity to handle in bulk. It is very finely ground, the first grinding being
done to 30 mesh, and the second down to 200, which is getting down very
much to the consistency of talcum powder, and it is a difficult thing to handle
by truck and to transship and the Nepheline company have felt that they
require rail service if it is going to expand.

Q. What is the estimate of revenue last year in freight?—A. About
$400,000.

By Mr. Langlois:

Q. What is the tonnage being shipped?—A. About 114,000 tons last year
of which about 70 per cent goes to the United States.

Q. Do you think that your tonnage will increase with the extension to
the railway facilities?—A. We would hope so. Mr. Deeth could perhaps
answer that better than I. Incidentally there has been sufficient ore located
to keep the mine running they estimate for at least twenty years.

Mr. FurLton: Is it estimated that the savings of the company as a result
of being able to ship out by rail instead of by road will enable them to absorb
this 75 cents per ton premium they will pay until the $750,000 is covered
without an increase in the cost of their product?

The WiTnNEsS: That is my understanding. In fact even with the 75-cent
premium there will be some saving to it.
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By Mr. Murphy (Lambton West):

Q. What would be the difference in the freight rates coming over this
railway and the present system?—A. Practically no difference. The freight
rates will be on the same general rate level.

Q. As the trucking system?—A. No. As the rail rates presently from
Lakefield?

Q. The company is now shipping by truck as I understand it?—A. For
24 miles. . '

Q. What would be the saving to the company per ton by shipping over
the railway?—A. As I recall the figure—I am subject to correction—it was
something like $1.10 and $1.15 a ton—I am sorry, $1.50. That is a saving of
75 cents a ton. Incidentally, I think it was mentioned before; the only other
known source of nepheline syenite is in the Soviet Union.

By Mr. Fulton:

Q. I do not quite follow your statement that there is a saving of 75 cents
a ton, therefore a net saving of 75 cents as against $1.50. Do you mean that
all they will charge is 75 cents a ton?—A. I mean by that, Mr. Fulton, the
general rate level of railway freight from Nephton, depending upon the
destination, of course, will only be slightly greater than from Lakefield, so that
the $1.50 cost per ton for trucking will be eliminated with the exception of
the 75 cents premium which they will pay on the first half of the construction
cost.

Q. In other words, the over-all freight rate, once it hits the rail, will be

approximately the same as it is now and will eliminate the additional cost of
$1.50?—A. Yes.

By Mr. Green:

Q. Have you made any estimate how long this operation will continue?—
A. They have proved so far by testing, amounts indicating at least 20 years
operation at the present production rate. '

Q. You are building on the expectation there will be business there for 20
years?—A. Yes, sir.

Q. Is there any other business in that territory?—A. There is no other
business in that territory at the moment. Whether or not this limestone deposit
will develop is a matter of conjecture, but it is a high quality limestone and it
may be that the chemical industry at some time in the future will require it.

Q. How many people live at the mine?—A. There are 125 people located at
the mine.

Q. Will there be any new construetion such as a mill?—A. T think I will
have to ask Mr. Deeth to reply to that as a representative of the company.

By Mr. Murphy (Lambton West):

Q. Mr. Crump, is the product being shipped for export or for Canadian
processing?—A. Over 70 per cent is exported to the United States, and the
other 30 per cent is divided between Canadian and other foreign markets such
as Puerto Rico, and spots like that.

By Mr. Langlois:

Q. Mr. Crump, I take it when you gave us the figures on the tonnage you
were referring to the outgoing traffic from Nephton. What about incoming
traffic?’—A. I do not think the incoming traffic will be significant in this opera-
tion; if there is an expansion of the mill, which Mr. Deeth can tell you about,
we perhaps would have incoming materials. Other than that, I would judge
there would only be the commodities coming into Nephton. It is a small com-
munity and the tonnage, in relation to the area, is not large.
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By Mr. Green:

Q. The cost of the construction is very low, is it not?—A. Well, sir, I can
remember when we built a line in British Columbia and $100,000 a mile was a
large cost and unheard of at that time? In this territory, as I mentioned, the
first ten miles will not be difficult. The last five miles will be more so.

By Mr. Murphy (Lambton West):
Q. How does that compare with the Terrace-Kitimat lme"—A That is a
most difficult territory to construct in.
Q. How much will it be?—A. Have you any information, Mr. Brydone-Jack?
Mr. BRYDONE-JACK: About $65,000 a mile on the prairies.
The WiTNESS: No, the Terrace-Kitimat line?

Mr. BRYDONE-JACK: I understand $10 million is the appropriation for that,
which is roughly 45 miles.

By Mr. Green:
Q. Have you any information on the Lynn Lake line?—A. No, the only
figure I have there is $15 million for 155 miles, which is roughly about the
same as this, but they are using lighter steel than we are.

By Mr. Murphy (Lambton West):

Q. Would it be a fair question to ask you if the costs today for construction
are lower or higher than they would be say a year ago?—A. As a matter of
fact, sir, this estimate was made first approximately a year ago and it has not
changed. There is very little difference.

Q. Both for labour and material?—A. There is some slight change in
material, principally in lumber.

Q. Is it down?—A. No.

Q. Up?—A. Yes.

By Mr. Green:

Q. This is the first line the C.P.R. has built for some years, is it not?—
A. Yes it is.

Q. When was the last one?—A. Well, I worked myself on a great many
around 1928 and 1929 in the construction department. I am just trying to think
if we built any since.

Mr. Brydone-Jack, do you recall if we built any branch lines since the
period from 1928 to 1930?

Mr. BRYDONE-JACK: Yes, we built a line in the early thirties.

The*WiTnEss: That was in the line of branch construction.

Mr. BRYDONE-JACK: There is nothing since then. I think we finished in
1933.

The WITNESS: I cannot recall one at the moment, sir.

Mr. GREEN: This is the first branch line you have built for 25 years?

The WITNESS: Yes.

By Mr. Holowach:

Q. Is there any other place in Canada where this product is found?—A.
No.

Q. You mentioned it was possible that this commodity could be found in
the U.S.S.R. Would you like to give a clarification on that?—A. No, I do not
think I can do that. Mr. Nicholson might be able to do it. My information
is only that nepheline syenite is produced in this particular territory and the
only other source of production is in the U.S.S.R. Perhaps Mr. Deeth or Mr.
Nicholson could give you some further information on that, I do not know.
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By Mr. Stanton:

Q. I was wondering if there were any requests from the Canadian
National?—A. There has been some communication, I believe, between the
Nepheline Company and the Canadian National Railways, but there again I
would have to refer you to them. The only information I have is first-hand
information of my own conversations with the C.N.R. I would have to refer
you to Mr. Deeth.

Q. Referring to that particular locality, for the general prosperity of the
community and the country, it is not only necessary that the line be built, but
it is a “must”?—A.Yes.

By Mr. Fulton:

Q. Is there any other line of any other railway which this line will cross,
and is there any nearer point on your railway than Havelock?—A. No, sir, it
is the most direct route. The least distance to any railway line, is 15 miles,
and it does not cross any other line of railway.

The AcTiNG CHAIRMAN: Are there any further questions?

By Mr. Nicholson:

Q. Yes. Is there any explanation as to why the trucking has been done
to the C. N. point rather than to Havelock? Is there any reason that the road
was built?—A. I would have to again refer that to Mr. Deeth, because I have
no first-hand knowledge of the early operations of the company, and I will
have to ask Mr. Deeth if he would answer that.

By Mr. Purdy:

Q. Based on present freight rates, what would be the difference in routing
the product to its main source of consumption by way of Lakefield rather than
by way of Havelock, assuming there were two railway lines?—A. I would
think that westbound traffic via Lakefield might be slightly less, and eastbound
traffic via Havelock would be slightly less than via Lakefield, due to the geo-
graphical position. The margin is not too big, but Lakefield is west of the
line to be built from Havelock and there are a few miles difference.

Q. But the 70 per cent of the output goes west?—A. No, 70 per cent
goes to the United States.

Q. You are speaking of east and west?—A. Yes.

Q. It goes to different parts of the United States? What would be the
percentage going east and west?—A. I have not looked at that.

Mr. LaNGLois: In view of the small population at Nephton, can we take
it that you do not expect any passenger traffic over this section?

The WiTNESSs: No, this is purely an industrial spur.
Mr. GReEEN: Has the company any other branch lines under consideration?

The WitnEss: Not at the moment. It will depend on developments. We
are ready and anxious to serve any new developments if we can serve them,
but at the moment we have none.

By Mr. Holowach:

Q. Are there any figures available as to the men in the trucking industry
that would be affected by this project?—A. Again, I think perhaps Mr. Deeth
can give you something on that, but the firm that does the trucking also will
continue to do the trucking right up at the quarry face, they will continue to
have their trucks in there, and they conduct a general trucking business, and
gasoline and service station, and sell new cars.

Q. You have no figures as to the business?—A. Mr. Deeth may.
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By Mr. Byrne:

Q. With this new arrangement, once the C.P.R. has built the railway,
there is an assurance that in future they will carry the entire production from
the mine?—A. That is right.

Q. In the way of financing, then, as I understand it, the capital cost will
be rebated about 50 per cent by the mining company?—A. That is right.

Q. And you will have very little further compensation in the way of
making up the other 50 per cent of the capital cost, except the few cents
‘more per ton you will charge, and the fact that you will carry the entire
product?—A. That is the situation.

By Mr. Hahn:
Q. How frequently do you expect to run trains into this point?—A. At the
moment, with the production they have there, I would say about one a day.
That is, one in each 24 hours.

. By Mr. Montgomery:
Q. How many would be employed on a train?—A. On a freight train there
are five men, regardless of the length.
Q. Would there be any station there?—A. There would probably be
accommodation for an operator or something of that kind, not a passenger
station as such, because there would be no passenger traffic handled.

Mr. BeELL: Why is it in this case the railway can compete satisfactorily
with a trucking company, whereas in other cases we find trucking companies
who operate at lower rates than the railways?

The WiTNESS: I would suggest that in this case a significant factor is
that the industry maintains the road.

Mr. GREEN: In other words, if the Ontario government took over the road,
that would alter the whole picture?

The WiTNESss: It could be.

By Mr. Purdy:

Q. Mr. Crump, I think you mentioned this would be an industrial spur?—
A. In the terms of the statute, it is more than six miles in length, and it is
consequently a branch line, but to all intents and purposes to my thinking it
is an industrial spur, because it is a short line of railway serving one industry.

Q. And there is no difference on the over-all freight rates?—A. No, let
me make that clear.

Mr. HaeN: To which place in the United States does most of this
material go?

Mr. Lancrors: I suggest that Mr. Deeth answer those questions.

The AcTiNG CHAIRMAN: I think he would be in a better position to answer -
those.

Mr. NicHoLsoN: This is scarcely relevant to the answer to Mr. Green’s
question, but the elevators have been doubled at Churchill and the C.P.R. has
not been able to get much grain from your branch lines in Manitoba. Has
any consideration been given to extension of lines for Churchill traffic?

The WiTnEsS: None whatever. That again would be a completely unneces-
sary duplication of trackage.

Mr. Hopeson: You hope your line will be completed within five years?

The WiTnEss: It would be closer to five months if the bill is approved.
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Mr. H. Deeth, Vice-President, American Nepheline Limited, called:

By The Acting Chairman:

Q. Mr. Deeth, you are vice-president of American Nepheline Limited, is
that correct?—A. Yes.

Q. And you represent the company here today?-—A. Yes. Mr. Crump
has given a comprehensive picture of the whole thing. Perhaps it would be
better for me to answer directly any questions you want to raise. I will be
glad to try and answer them.

By Mr. Carter:

Q. What is your product used for?—A. It is used in the ceramic 1ndustry,
which is a broad term covering the glass and glass product industry. The bulk
of our products goes into the glass trade in the United States and Canada.

Q. Is it produced elsewhere in Canada?—A. No, we are the only producers
of nepheline syenite.

Mr. HoLowAcH: Where have you been importing the product from?

The WitNEss: We don’t do importing. We pioneered the development of
this nepheline syenite, and we have a large area with a good many millions of
tons, and we process the product, and we have to contribute the material that
goes into it. We ship our raw material.

Mr. MurpHY (Lambton West): Most of your products go to the east of
the United States?

The WiTNESS: It is widely distributed in the United States. We have some
business in California. The bulk of our glass business is in Pennsylvania,
Indiana, Ohio, New York State, and some goes to New Jersey.

Mr. StaNTON: Is it your intention to expand production as the years go on?

The WiTnESs: As I said before, we have pioneered during the last 15 years
on this product, and each year has seen a corresponding increase in sales in the
company, and we have been going through a growing period, and we have come
to the point now where, to expand further, a railway is of great necessity, and
with the railway coming in we can project our plans into the future, knowing
that we have an assured method of transportation.

By Mr. Murphy (Lambton West):

Q. With the increased production from this line, is there little likelihood of
having to import from Russia?—A. We do not know, of course, what goes on in
Russia. That reference, which quite frequently is used, arises from the state-
ment made probably 15 years ago that Russia was developing deposits in the
Ural mountains, and much of the technical literature had reference to this
nepheline syenite, but up to this moment we have had no definite information as
to Russia exporting to other countries.

Q. You have some other export business, to other countries besides the
United States?—A. We have some export business in the United Kingdom, and
with some countries of Europe, South Amerlca, and with Puerto Rico, as Mr.
Crump has said.

Q. There are no other countries producing this material except Russia,
that you know of?—A. None except Russia, that we know of.

Q. Who owns this company?—A. We are owned or controlled 519 by
Ventures Limited, a large management organization in Canada.
Mr. HobpgsoN: When did you start in on this mine?

The WiTnEss: We started in on this mountain 15 years ago, and gradually
the development has continued.
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By Mr. Carter:

- Q. Have you done any exploration with a view to discoveries of that
material anywhere else?—A. We have. In the past years we have found areas
where nepheline deposits are located, but that is not the whole story. Unless
such deposits can be made suitable for the ceramics trade by processing and
making the product uniform they are of no use. But this deposit is very
uniform in its natural state and we can reduce the iron content of it and make
it acceptable for the ceramics industry.

Q. How big an operation have you at the present time?—A. In what
respect, Mr. Carter?

Q. I mean in the number of employees and the number of tons.—A. We
have about 125 employees at the mine at Nephton, and about 25 employees at
Lakefield. And when the consolidation takes place, we will have about 150.

Q. Is there a community located at Nephton?—A. Yes, we have a townsite
with probably 16 houses, and a boarding house for the men.

Q. What is the nature of the road which you have been using?—A. It is
a secondary road, a township road, or partly a county road which we have
been maintaining mostly ourselves. :

Q. Do you anticipate that there will be the same amount of traffic over that
road after the railway is completed?—A. I would not think so, Mr. Carter.

Q. You say that there is a community there, however?—A. Yes, but it will
not have heavy traffic.

By Mr. Hahn:

Q. Is there any other mineral in that area which might be mined com-
mercially after your mine runs out?—A. As Mr. Crump knows, there is lime-
stone on the route of the proposed railway coming in which might be used in
the future. :

Q. How far would the limestone deposit be from Nephton?—A. It would
probably be about 14 or 15 miles south of Nephton.

By Mr. Green:

Q. Are you going to expand your mill at all?—A. Yes, Mr. Green. We
have plans for the expansion of the mill.

Q. Would that mean an increase in the number of employees?—A. To some
extent, yes.

Q. How long have you been shipping material out?—A. About 15 years.

Q. And during the whole of that time you have been shipping over the
Canadian National Railways from Lakefield, have you not?—A. That is right.

Q. Why then are you switching to the Canadian Pacific Railway?—
A. When we first started in 1936 we shipped about 4,000 tons. Last year we
shipped 114,000 tons, and it is very necessary with that amount of tonnage,
that we have complete railroad facilities right from our point of origin to the
customer rather than to have to transship from trucks to railroad.

Q. Were you not able to make a satisfactory arrangement with the Cana-
dian National Railways?—A. We have had discussions with them, Mr. Green,
but the difficulty is the distance involved. Going in from Lakefield the distance
would be greater than coming in from Havelock. Moreover it would probably

be much more costly to the company.

By Mr. Hodgson:

Q. How many cars a day do you expect to ship out of Nephtqn?—A. Thgt
would have to be an estimate. Let me put it this way: our activity now is,
roughly, about 12,000 tons a month. We are shipping at the rate of, let us say,
10,000 tons a month. It all depends on how much you put into a car. With
the heavy type of hopper cars you can load 80 tons, with the ordinary box-

car you can load only 40 tons.
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Mr. BELL: Where do you get your power?
The WiTNEss: By means of a direct hydro line from Healey’s Falls.

By Mr. Gagnon:

Q. Do you mean to say that Canadian National Railways were not interested
in building that line?—A. No.

Q. And that you could not reach an agreement with them?—A. I would
say, Mr. Gagnon, that the agreement with the Canadian Pacific Railway was
certainly far more satisfactory.

Q. More satisfactory for you or for the company?—A. For the company,
yes, because of the total mileage involved, which would mean a less costly
project and a more prompt connection.

By Mr. Murphy (Lambton West): -

Q. Did you originally build the road which runs in there?—A. I went in
to that country 15 years ago, Mr. Murphy. At that time there was a road
running in for a distance of about 25 miles. Then we had to build a road
further in as well as improve the secondary or county or township road which
was already there.

Q. ‘And you have kept it up ever since that time?—A. We have maintained
it ever since that time.

Q. Did the county assist you in that regard?—A. The county assisted us.

Q. To the extent of 50 per cent, I suppose.—A. I do not know about the
percentage figures, Mr. Murphy. It has been done under a mutual arrange-
ment.

Q. Was it the usual arrangement that is made with respect to county
roads?—A. I am not familiar with the details, Mr. Murphy.

Q. Would they pay half and you pay_half?—A. It was not a question of
payments. It was a question of getting the work done, and it seemed to be
working out in a way by which we were doing a great deal of the work. We
had to buy our own power grader, because Peterboro is a big county and has
only so much equipment.

Mr. FuLToN: Have you estimated how much it cost you per annum, let
us say, over the last 5 years on the average, or for any number of years that
you care to give?

The WITNESS: I am sorry, Mr Fulton, but I have not that figure.

Mr. HAEN: How many inhabitants would there be along that road at the
present time?

The WiTNEss: It is a rural community, Mr. Hahn, together with a summer
resort area and I could not guess.

By Mr. Mclvor:

Q. How many employees have you?—A. We have about 125 at the mine,

Q. And do you expect to have an increase?—A. Our plans would provide
for some increase.

Mr. HoLowacH: Do you care to-give us your figures as to the amount of
additional capital which you intend to invest should this project go through?

The WirNeEss: Within reason, Mr. Holowach, the plan we have would,
probably over a period of the next few years, calls for half a million dollars.

Mr. Howg: Mr. Chairman, I wonder if the witness could tell us what the
company has spent in the last few years towards the upkeep of this road?

The WiTnEss: I am sorry, but I do not have those figures available. But
from the standpoint of the money spent, it would revolve around the use of
our power graders and equipment such as snow plows and so on in order to
keep the road open for continuous truck service.

87544—2
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By Mr. Murphy (Lambton West):

Q. How many other people, outside of your own company, would the
proposed railroad serve going in that way?—A. I believe another member
asked that question this morning, Mr. Murphy. I think it would be very
difficult to answer it.

Q. Would there be as many as 50?—A. There .would probably be 100
people using it; mostly people from farms which are located throughout that
area.

Q. And after you begin to ship by rail, the road would be kept up by the
county?—A. Yes, by the county and the township, Mr. Murphy.

Mr. GAGNON: Am I correct in my understanding that the proposal to build
the railroad would first have to be approved by the Board of Transport
Commissioners?

The WITNESS: I am sorry, but I do not know, Mr. Gagnon.

Mr. CRuMP: Oh yes. Every location of a railroad line has to be approved.

Mr. GAGNON: Is the building of that road to be approved by the Board of
Transport Commissioners?

Mr. CRuMP: Yes. Our line has to be approved when the building location
plans have been made and approved before we can operate.

Mr. HaeN: In the event that the railway is built, will the present roadway
be left in the same condition it was in?

Mr. DEETH: In the same condition, but it will not have the terrific traffic
of the heavy trucks which it has at the present time.

Mr. FuLtoN: I would like to get some figures which I think would be
useful to the committee generally as to what it cost the company to keep up
this road. I know there are members here who are interested in this question
of rail versus road transportation. I was going to suggest, without holding
up the bill, that Mr. Deeth could undertake to file the figures of the average
cost later. (See “Appendix A’)

The WiTNESS: I shall be glad to do so.

The AcTING CHAIRMAN: I thought someone here might be able to give us
the figures and, if not, Mr. Deeth might give us the figures later.

Mr. CARTER: I wonder if Mr. Deeth could tell us whether the contract
he has with the C.P.R. protects the company?

The WiTneEss: I do not understand that question.

Mr. CARTER: How do you know when you are building a railway with
the prospect of twenty years’ operation whether in ten years’ time trucking will
not compete and make it unprofitable to operate?

The WITNESS: In our type of operations we have a large volume of
bulk material and the operation of rail movement is what is really required
by our customers and I assume that that would be the permanent method of
shipping.

Mr. LancLois: Has not the company given an undertaking to the C.P.R.
to guarantee a minimum . tonnage over a period of time?

The Witness: I do not believe that there is any guarantee as to minimum
tonnage. We do agree, I believe, to ship all competitive materials out over
the line.

Mr. CRump: There is no guaranteed minimum.

By Mr. Deschatelets:
Q. Can you tell me in what proportion the demand has increased over
the last year?—A. I can give you those figures. In 1952 we shipped 83,000
tons, in 1953 we shipped 114,000 tons.

el Lk
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Q. How do your prices compare with the prices of the Russian product on
the market?—A. We have not come up against any competition in that
respect. 3 )

Q. There is no product you are competing with in the world, then?—A.
The product indirectly is feldspar, a similar type of material.

Q. How does your price compare with that?—A. It would be comparable.

Q. Do you employ union labour?—A. Yes. ;

By Mr. Purdy:

Q. Evidence has been given of the chances of further development on
the line. Has there been a similar survey made in the 24 miles?—A. I am
not familiar with that. I just do not know of any. But there is no timber
in that country.

Q. Evidence has been given that if the line was to Lakefield the product
moving west would go at a slightly less rate, and that moving east to Have-
lock would go at a slightly less rate. Have you any figures to give us as to
what the figure would be on your present production?—A. I do not think
any definite figures would be necessary. It could be explained this way:
with the present basis of rates our rail rate from Nephton will be corresponding
to the same railway rate which now exists from Lakefield with the exception
that on some points there may be one or two cents a hundred difference, but
for all purposes the rates are practically the same.

Q. One or two cents a hundred on your poundage is quite a lot of money?
Two cents would be 40 cents a ton?—A. Yes.

Q. How many tons?—A. 114,000, of which 70 per cent would go to the
United States, but we have not broken that down.

Q. Do you know what it would be?—A. No.

By Mr. Mclvor:

Q. You have no trouble getting a market for your product?—A. That has
been our main endeavour in the last fifteen years, to expand our market, and
we have been successfully expanding it each year.

Q. You are selling to anybody who will buy?—A. Yes.

Q. Did you say that this product is not used by any factory in Canada
at the present time?—A. No. I said that it is most generally used in the
United States, but we do supply a great many plants in Canada.

Q. Your firm has no factories in Canada at the present time?—A. We
only produce the raw material which we ship to the potteries and glass
factories. Our only plant is at Nephton and Lakefield.

Mr. HAHN: You mentioned that there are other plants not being used today.
Are there any of those on the Pacific or the Prairies?—A. Not that I know of.

By Mr. Ellis:

Q. Mr. Deeth mentioned that his company got a better deal from the C.P.R.
and I would like to ask him whether that is due to the fact that if he made a
similar deal with the C.N.R. the company would be required to pay 50 per cent
of the capital costs and since that would be greater the company’s share would
be greater—A. Yes.

Q. That is the difference between the deals with the C.P.R. and the C.N.R.?
—A. That would be one of the factors, yes.

Q. How much more would it cost the company?—A. I am not familiar with
all the negotiations in that respect, but assuming you have 24 miles of railway
to build it is naturally going to be considerably more costly.

; Mr. HopcsoN: Does not the geographical condition of the country indicate
it would be easier to build a line to Nephton than to Havelock?—A. Yes.
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By Mr. Hamilton:

Q. Referring to price, your price f.o.b. shipping point presumably would be
at Lakefield?—A. Yes.

Q. So that the effect when this line is built would be that the shipper will
be paying charges from the mine rather than from Lakefield?—A. No. I think
our method of operation would be to have an f.o.b. price at Nephton which
would be our shipping point.

Q. That was the point I was trying to make before I ask another question.
Therefore, the entire saving as a result of not having to truck this material will
revert to the company?—A. Yes. After we have paid back our premium on
our portion of the cost of the railway.

By Mr. Gagnon:
Q. Have you long term contracts with the companies using your product?—
A. No.
Q. What are the names of the companies using your product in Canada?—
A. I do not think I could answer that. We ship to large glass companies in
Canada and some of the pottery companies.

By Mr. Hodgson:

Q. How far would you be from some of the iron companies in Canada, for
instance at Marmora?—A. You mean the Bethlehem Steel Mine?

Q. Yes.

" Mr. CRump: That is on the Canadian National lines.

Mr. HopGson: The iron development is all through that same country?

The WitNEss: I have not heard of any iron discoveries in that section at
all.

Mr. Lancrors: I understand that you had been negotiating with the C.N.R.
before you made this agreement with the C.P.R. Could you tell us what were
the views of the C.N.R. on this proposal?

The WriTNEss: I was not personally involved in that negotiation, and
cannot answer that first-hand, but I would say naturally the C.N.R. were
interested, although they realized the greater distance they had to contend
with, as compared to our direct line right from Havelock to the mine.

Mr. GacNon: Were you approached by the C.P.R. company?

The WirNEss: I cannot answer that, I do not know. That was some
time ago.

Mr. CrRumMp: Can I be of assistance?

The WiTness: It is a question of whether we approached you or you
approached us.

Mr. CRumPp: The American Nepheline Corporation approached the Cana-
dian Pacific first in the summer of 1946 and secondly, preliminary to these
negotiations, in 1950.

The ActTiNG CHAIRMAN: Now, gentlemen, we have had the evidence of
Mr. Crump and Mr. Deeth. Shall the preamble to this Bill carry?

Carried.

The ActiNng CHAIRMAN: Shall clause 1 of the Bill carry?

Carried.

The ActiNng CHAIRMAN: Shall the title carry?

Carried.

The Acting CHAIRMAN: Shall the Bill carry?

Carried.

The Acting CHAIRMAN: Shall I report the Bill?

Carried.
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Mr. FuLton: Could we agree that the information be filed by Mr. Deeth
in order not to hold up the Bill? It could be printed later as an appendix.

The Acting CHAIRMAN: I think it is understood he will give us that
information. It could be printed as an appendix, but in the meantime we
might report.

Mr. FurTon: Yes, I did not want to hold up the report as long as we agree
that the figures are to be reported later.

Mr. Mclvor: I would like to express, Mr. Chairman, my appreciation of
the courteous way in which the witnesses carried this.

The AcTiNG CHAIRMAN: Yes, and I should like on behalf of the committee
to thank the witnesses for coming here and giving us such a full explanation
to all the questions put to them. Thank you very much.

I think there is no further business to come before the committee. May
we have a motion to adjourn?

Mr. MclIvor: I so move.

Information supplied, as requested by Mr. Fulton.
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Appendix “A”

AMERICAN NEPHELINE LIMITED
Lakefield, Ontario

FEBRUARY 23rd, 1954.

Mr. Geo. H. Baillie,

Vice-President Eastern Region,
Canadian Paciﬁq Railway Company,
Toronto 1, Ontario.

Dear Mr. Baillie:

At your request, I am listing below American Nepheline Limited expen-
ditures for the past three years on the general maintenance of the road from
highway No. 28 to Nephton, a distance of 22 miles, the Nephton branch from
highway No. 28 being about two miles out of Lakefield: 1951, $28,241; 1952,
$22,351; 1953, $29,461.

The above expenditures consist of grading, snowplowing, and Spring
break-up road repairs.

Yours very truly,
AMERICAN NEPHELINE LIMITED,
(s) E. Craig,
Vice President and General Manager.
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ORDERS OF REFERENCE

TuESDAY, February 23, 1954.

Ordered,—That the following Bill be referred to the said Committee: Bill
No. 296 (Letter W-8 of the Senate), intituled: “An Act respecting Brazilian
Telephone Company”.

(Note: No verbatim evidence ‘was taken in respect of this bill.)

THURSDAY, February 25, 1954.
Ordered,—That the said Committee be empowered to sit while the House
is sitting.
TuEsDAY, March 16, 1954.

Ordered,—That the following Bill be referred to the said Committee: Bill
No. 325 (Letter D-10 of the Senate), intituled: “An Act to authorize Niagara
Gas Transmission Limited to construct, own and operate an extra-provincial
pipe line”. ‘

THURSDAY, March 25, 1954.
Ordered,—That the name of Mr. Decore be substituted for that of Mr.
Hanna on the said Committee.

TuEspAY, March 30, 1954.

Ordered,—That the following Bill be referred to the said Committee: Bill
No. 389 (Letter S-11 of the Senate), intituled: “An Act respecting Trans-
Canada Pipe Lines Limited”.

Attest.

LEON J. RAYMOND,
Clerk of the House.
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REPORTS TO THE HOUSE

THURSDAY, February 25, 1954.

The Standing Committee on Railways, Canals and Telegraph Lines begs
leave to present the following as a

FOURTH REPORT
Your Committee recommends that it be empowered to sit while the House
is sitting.
All of which is respectfully submitted.
' H. B. McCULLOCH,
Chairman.
(NoteE: The Third Report of the Committee was on a Private Bill, in
respect of which no verbatim evidence was taken.)
MonbpAY, April 5, 1954.

The Standing Committee on Railways, Canals and Telegraph Lines begs
leave to present the following as a

FI1FTH REPORT

Your Committee has considered the following Bills and has agreed to report
them without amendment:

Bill No. 325 (Letter D-10 of the Senate), intituled: “An Act to authorize
Niagara Gas Transmission Limited to construct, own and operate an extra-
provincial pipe line”.

Bill No. 389 (Letter S-11 of the Senate), intituled: “An Act respecting
Trans-Canada Pipe Lines Limited”.

A copy of the evidence adduced in respect of the above-mentioned Bills
together with the evidence taken in respect of Bill No. 252 (Letter R-5 of the
Senate), intituled: “An Act respecting Canadian Pacific Railway Company”
which was reported on February 22, 1954, is appended.

All of which is respectfully submitted.

H. B. McCULLOCH,
Chairman.
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MINUTES OF PROCEEDINGS
Fripay, April 2, 1954.

The Standing Committee on Railways, Canals and Telegraph Lines met
at 10.30 o’clock a.m. this day. The Chairman, Mr. H. B. McCulloch, presided.

Members present: Messrs. Barnett, Batten, Bell, Bonnier, Byrne, Campbell,
Carter, Cavers, Conacher, Deschatelets, Decore, Follwell, Gourd (Chapleau),
Green, Habel, Hahn, Hamilton, Harrison, Healy, Herridge, Hodgson, Holowach,
Hosking, Howe (Wellington-Huron), James, Kickham, Légaré, McCulloch
(Pictou), Meclvor, Murphy (Lambton West), Nickle, Purdy, Richard (St.
Maurice-Lafleche), Stanton Viau, and Wood.

In attendance: Hon. George Prudham, Minister of Mines and Technical
Surveys; Mr. G. J. MclIlraith, M.P.; From Niagara Gas Transmission Ltd.: Mr.
R. Merriam, representing D. K. MacTavish, Q.C., Parliamentary Agent; Mr.
K. B. Palmer, Q.C., Counsel; Mr. Edward J. Tucker, Vice-President and
General Manager and Mr. George F. Knight, Assistant General Manager;
From Trans-Canada Pipe Lines Limited: Mr. J. Ross Tolmie, Parliamentary
Agent; Mr. Ray Milner, Vice-President; Mr. Frank A. Schultz, Vice-President;
and From the Department of Transport: M™r. W. J. Matthews, Director of
Administration and Legal Services.

The Committee proceeded to consider, jointly, Bill No. 325, (Letter D-10
of the Senate), intituled: “An Act to authorize Niagara Gas Transmission
Limited to construct, own and operate an extra-provincial pipe line” and Bill
No. 389, (Letter S-11 of the Senate), intituled: ‘“An Act respecting Trans-
Canada Pipe Lines Limited”.

The Preamble of the Bills were called.

Agreed: To receive evidence on both Bills at the same time.

Mr. R. Merriam introduced the representatives of Niagara Gas Transmis-
sion Limited. Mr. Palmer outlined the purposes of Bill No. 325; and assisted
by Mr. Tucker and Mr. Knight, answered questions concerning the operation
of the proposed pipe line.

Copies of an agreement between Niagara Gas Transmission Limited and
Trans-Canada Pipe Lines were distributed to Committee members present.

The witness undertook to supply the Committee with a copy of the Export
Permit received by his Company, from the United States Federal Power
Commission.

Mr. Tolmie and the representatives of Trans-Canada Pipe Lines were intro-
duced. Messrs. Milner and Schultz were questioned regarding the effect of the
agreement between the two companies and the intentions of Trans-Canada Pipe
Lines respecting the supplying of Natural Gas to certain areas.

At 1.00 o’clock p.m., the Committee adjourned until 3.30 o’clock p.m. this
day.
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AFTERNOON SITTING

The Committee resumed at 3.30 o’clock p.m. The Chairman, Mr. H. B.
McCulloch, presided.

Members present: Messrs. Barnett, Batten, Bell, Byrne, Carter, Cavers,
Conacher, Deschatelets, Decore, Gourd (Chapleau), Green, Habel, Hahn,
Harrison, Herridge, Holowach, Hosking, Howe (Wellington-Huron), James,
Lafontaine, Légaré, McCulloch (Pictou), Mclvor, Murphy (Lambton West),
Nickle, Purdy, and Wood.

In attendance: The Right Honourable C. D. Howe, Minister of Trade and
Commerce; Hon. George Prudham, Minister of Mines and Technical Surveys;
Mr. G. J. McIlraith, M.P.; Mr. Morris Natelson of Lehman Brothers, Bankers,
New York City, N.Y., and Mr. Baldwin of Nesbitt, Thomson and Company,
Montreal; From Niagara Gas Transmission Limited: Mr. R. Merriam, repre-

~ senting D. K. MacTavish, Q.C., Parliamentary Agent; Mr. K. B. Palmer, Q.C.,

Counsel; Mr. Edward J. Tucker, Vice-President and General Manager, and
Mr. George F. Knight, Assistant General Manager; From Trans-Canada Pipe
Lines Limited: Mr. J. Ross Tolmie, Parliamentary Agent; Mr. Ray Milner,
Vice-President, and Mr. Frank A. Schultz, Vice-President.

On motion of Mr. Decore, seconded by Mr. Wood,

Resolved,—That the Committee print 650 copies in English and 200 copies
in French of the Minutes of Proceedings and Evidence adduced in respect of
Bills Nos. 325 and 389.

The Committee resumed questioning of the representatives of Niagara
Gas Transmission Limited and of Trans-Canada Pipe Lines Limited.

The Right Honourable C. D. Howe outlined Government policy with
respect to the export of Natural Gas if a large surplus should be available and
he also pointed out the safeguards set up to protect the interests of the Cana-
dian gas consumers.

Mr. Natelson and Mr. Baldwin were called and questioned regarding the
Financing of Trans-Canada Pipe Lines Limited.

The Committee proceeded to a detailed consideration, clause by clause, of
Bills No. 325 and 389.

Bill No. 325:

The Preamble, Clauses 1 and 2, the Title and the Bill were severally con- .
sidered and adopted.

The Chairman was ordered to report the Bill to the House without amend-
ment.

Bill No. 389:

The Preamble, Clause 1, the Title and the Bill were adopted and the
Chairman ordered to report the Bill to the House without amendment.

Mr. MclIvor extended a vote of thanks to the persons who had appeared
before the Committee.

The witnesses retired.
At 5.45 o’clock p.m., the Committee adjourned to the call of the Chair.

E. W. INNES,
Clerk of the Committee.



EVIDENCE

FripAY, April 2, 1954,
10.30 A.M.

The CHAIRMAN: Gentlemen, will you please come to order.

We have before us the following bills: No. 325, D 10 of the Senate, an
Act to authorize Niagara Gas Transmission Limited to construct, own and
operate an extra-provincial pipeline; and bill No. 389, S 11 of the Senate, an
Act respecting Trans-Canada Pipe Lines Limited. Mr. Decore is agent for
Mr. Ross Talmie.

Is it the wish of the committee to take these bills together?

Mr. DEcorg: I think that it is to our advantage that these bills be heard
together. We can proceed, possibly, with the first bill, the Niagara Gas Trans-
mission Limited and I think the two will tie in together and that the evidence
should be taken at the same time in connection with both bills.

The CHAIRMAN: Does the preamble carry?

Mr. DECORE: In which bill?

The CHAIRMAN: 325.

Mr. GReEN: I think that Mr. Decore’s idea is very sound. These two bills
obviously affect the whole principle of Trans-Canada Pipe Lines, and I suggest
that we proceed to hear evidence before we carry any part of any bill.

Mr. Decore: If I may make the suggestion, possibly we can call the
parliamentary agent for the first bill, the Niagara Gas Transmission Limited,
Mr. R. C. Merriam, who might very briefly explain the nature of the bill, the
witnesses who will appear, and the evidence he has to present.

Mr. R. C. MErRrIAM: Mr. Chairman, and gentlemen of the committee, it
is true we are acting as parliamentary agents and are fairly well aware of
the general picture, but Mr. Palmer, Q.C. of Toronto, who is the company’s
solicitor is in this committee room and is very much more versed in the over-
all picture than we are. I would suggest that possibly Mr. Palmer would be
better qualified to explain the bill to the members of the committee, and we
also have Mr. Tucker, vice president, to answer any questions which the
committee might like to ask.

The CHAIRMAN: Perhaps Mr. Palmer would come up and answer any
questions.

Mr. K. B. Palmer, Q.C., counsel for Niagara Gas Transmission Limited, called:

The WITNESS: Mr. Chairman and members of the committee, Niagara Gas
Transmission Limited is an .Ontario company that was formed in_September
of 1952 to build a pipe line from the internationaf boundary in the Niagara
river he-eity-of-Feronto for the transportation of gas to be obtained from
Texas 'and Louisiana. Contracts have been entered into with producers in
the United States, and arrangements made with Tennessee Gas and Transy
mission Com_,pt___y, for the transportation of the gas. In the meantime, as yo
know, in December of last year the Pipe Lines Act was amended to require

27
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any company that wishes to construct and operate an extra provincial pipe-
line to obtain authority from parhament That is the reason for this bill.
Mr. Tucker of the gas company is here and is quite prepared to answer any
questions that members might wish to ask.

By Mr. Cavers:

Q. Mr. Chairman, might I ask a question of Mr. Palmer. Is there any
limitation of the period under which this company would be entitled to import
gas from the United States of America?—A. At the present time it has con-
tracts for the importation of gas over a 28 year period, but within the past
week negotiations have been conducted with Trans-Canada Pipe Lines, and
our agreement has been reached under which the line would be constructed by
Trans-Canada and would be operated by and leased to Niagara for a period
of five years, and when western gas is at the doors of Toronto the flow of
United States gas will be stopped and we will take the western gas.

Q. What is the course of the pipeline from the time it leaves the inter-
national boundary at the Niagara river until it gets to Toronto?—A. I think
that Mr. Knight would be in a better position to answer that question than I.
It comes from Niagara to the village of Ancaster, and then it goes to Toronto.

Q. Will the line from the international border service the Niagara
frontier?—A. Not under the arrangements made presently. It is purely de-
signed to service the franchise area.

Q. Just in the city of Toronto?—A. Yes.

Q. Then after the five-year period is ended under which this agreement
operates will you continue to bring gas through past the city of Toronto, or
would it end at the city of Toronto?—A. It would be a matter for Trans-Canada,
I think, to answer, because Trans-Canada will be the transporters of the Alberta
gas we will then be taking. We will really be a consumer of the western line.
Where the Alberta gas finds its ultimate extended terminus is not within my
province to say.

Q. So that after a period of five years, after your agreement expires, the
extent of this line would be a vacuum?—A. No. I would not contemplate that
that would be the case. There are suggested plans in contemplation under
which there may be a reverse flow of the western gas. In other words, the
United States gas will stop, and if there is a surplus of Alberta gas it would be
available for the area serviced by that pipeline.

Q. By your present plans it is not contemplated to serve the area between
Toronto and the United States boundary at all?—A. Not while we are taking
United States gas, with one possible exception I think. There is a possibility
that the Provincial Gas Company may take a certain quantity of this gas.

By Mr. Herridge:

Q. With reference to that agreement you spoke about, could we have a copy
of that agreement tabled with the committee at the present time?—A. I would
be very glad to table it.

Q. Are there copies for all the members of the committee?—A. Mr.
Mecllraith has some copies available.

By Mr. Green:

Q. Has that agreement actually been signed?—A. It has been signed. The
agreement is between Consumers Gas Company of Toronto, Niagara Gas Trans-
mission Limited, Trans-Canada Pipe Lines, and Tennessee Gas Transmission
Company. It is signed by Consumers, Niagara, and Trans-Canada, and copies
are in Houston, Texas, for signature by Tennessee, and I am expecting a wire
almost any moment to say that they have executed the agreement and that it is
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in the mail. This copy as you will see bears the signature of the three principal
parties. Tennessee is joined really only as a partner of Consumers. Tennessee
has been made a party to this contract partly because it is a partner with Con-
sumers in this venture, and also for the purpose of guaranteeing that when
Alberta gas comes to Toronto, Tennessee will take over, or save Niagara against
further obligations under its purchase contracts for United States gas; that is,
Tennessee will take over the contracts which the producers have with Niagara
now.

By Mr. Holowach:

Q. Mr. Palmer, I think you mentioned that Trans-Canada would be financing
the line you mentioned?—A. Trans-Canada, under this agreement, will build
the line up there.

Q. Then where does your company fit in? Is it merely to act as administra-
tors for the five years until western gas is made available?—A. The line will be
leased to Niagara. Niagara is the buyer of the United States gas under the
purchase contracts, and of necessity it has to remain in that position because of
the wording or language of the permit issued by the Federal Power Commission.
So the result is that Niagara will be the lessee and operator of the line during
that five-year period.

As 1 said before, when Alberta gas comes to Toronto, then these
contracts will be cancelled and we shall enter into a new contract for
Alberta gas.

Q. It would depend upon the terms which you set down for the Trans-
Canada people being acceptable to them?—A. Oh yes. They signed the
agreement and it is quite acceptable to them. I should perhaps add that to
take care of the remote possibility that the western line may not be built.
Niagara has an option to buy the line at cost less depreciation at the end of
five years, if the western line is not built at the end of that time.

Mr. HER‘RIDGE: Would it be possible, Mr. Chairman, for the members
of the committee to have copies of that agreement distributed to them now?

The CHAIRMAN: Have you got copies, MT. MeIlraith?
Mr. McILRAITH: Yes, I have.

The CHAIRMAN: Would you mind distributing them.

By Mr. Campbell:

Q. Once Alberta gas comes through, will this pipe line be available, or
will the gas in the pipe line then be available as a stand-by, in case there
is trouble in the line?—A. You mean will the United States gas be available?

Q. Yes—A. I do not think that I am in a position to answer that
question; I think that we would have the western line, and you would have
to depend for storage on the facilities in the Don field at Toronto. I do not
think we could have it both ways, that is, to cancel the flow of United
States gas and at the same time have any call on United States gas to take
care of any contingency or failure of the western supply, but I really do
not know.

Mr. TuckeRr: I think we can get that information from the witnesses who
appear on behalf of Trans-Canada.

The CHAIRMAN: Mr. Duncan Mecllraith is one of the agents, but he is sick
at the present moment and I wonder if the committee would permit his brother
Mr. George Mecllraith to speak.

Mr. MurpHY (Lambton West): Have you facilities for storage now in the
Don field?

The WiTNEss: No.
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Mr. CaveErs: Would you mind holding the questions and answers untll we
distribute the agreement, if you please?

The WITNESS: If there are not enough copies of the agremeent, I have
a summary of it which the members of the committee might find useful.

Mr. BYRNE: Why not read the summary, Mr. Chairman?

Mr. McIvor: I have a question to ask when there is an opportunity, Mr
Chairman.

The WITNESS: Mr. Chairman?

By Mr. Hodgson: { :

' Q. Is there an unlimited supply of gas for the Tennessee Transaction
Company?—A. I am sorry, but I do not understand you.

Q. T wondered if there was an unlimited supply of gas available for the
Tennessee Transmission Company.—A. You mean available to Tennessee?

Q. Available to Consumers Gas on delivery?—A. Under our contract
with the producers, Tennessee is merely a transporter of the gas, and the
contract is for up to 22 billion cubic feet of gas per year. If at any time more
gas than that quantity is required, we would have to negotiate another
contract and arrange for a further supply.

Q. You do not anticipate that they have more gas than would be required
for your company?—A. Our company, or Consumers has entered into contracts
for a quantity which is sufficient for their own requirements.

If Ontario or the area in the Niagara Peninsula requires more gas than is
called for by those contracts, then other contracts would have to be arranged.

Q. Would you use any restraint on Trans-Canada from selling gas off its
line on its way to Toronto, if there is not sufficient gas to meet your needs?—
A. Which line are you speaking of?

Q. The line from Sarnia, when it comes through.—A. From Niagara.
to Toronto?

Q. Yes.—A. Well, we will be the lessees and the operator of that line
and at the moment with the exception of any quantity taken by the provincial
people, it is contemplated that the line will only be used for the transportation
of gas to the consumers area. Then, if more gas is available than is required
at Toronto, there is nothing to prevent us from selling that surplus gas.

Q. It would be used for selling and not made use of by the builders of
the line, Trans-Canada?—A. Under the arrangement between the companies
and Niagara, during this interim period the operator has the full management
and control of operation of the line.

By Mr. Follwell: ;
Q. When this gas line is built and in operation, will Consumers Gas Com-
pany service all their customers with natural gas, or will they still use some
manufactured gas?—A. No. It is contemplated that there will be a complete
change-over to natural gas almost right away.
Q. Will there be stand-by equipment or gas to take care of any interrup-
tion of the natural gas supply?—A. Yes.

By Mr. Hodgson:

Q. If you are going to have disbursements of gas and you are primarily
interested in servicing Toronto, you will want to give them the best possible
service in that area, whereas if the Trans-Canada line were built and had the
right to have gas available for sale in quantities, would they not build the line
in a different location in order that, when they were supplying gas from the
west it would then service a different area? I know very well that once this
line gets built, it is very difficult to change over and I am interested in servicing
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the areas of Guelph, Galt and Kitchener; those are big areas which are very
highly industrialized, and if this line were contemplated as a final line, that
area quite likely would be serviced, whereas if the Trans-Canada Pipe Line
is going to be built directly to Toronto, there would be many areas which
should be serviced but which will not get serviced. That is what I am trying
to get at—A. Yes. I might suggest, Mr. Chairman, that question could perhaps
be better answered by Trans-Canada but I may say that Niagara or Consumers
has not the final say as to the route this line will follow. In other words,
Trans-Canada is going to build it. The plans have to be approved by Trans-
Canada engineers and I am sure that the long range picture will be kept in
mind.

4 Q. For the first five years your company alone—or your companies—have
the power to say what areas are to get gas?

The CHAIRMAN: No.

The WiTNEss: I suppose it perhaps does have that effect. You see, our
arrangements for the import of U.S. gas—we started three years ago—and in
the whole material filed before the Federal Power Commission the case had
to be made out on the basis that we were applying for gas to serve a definite
area or where there was an established market and also a potential market
that could develop.

By Mr. Green:

Q. When you applied to the Federal Power Commission you asked spec1—
fically for gas to serve the greater Toronto area?—A. Yes.

Mr. HERRIDGE: Would the witness speak louder, please? Some who are
interested cannot hear his replies.

The CHAIRMAN: Yes, the witness and the members should speak up so the
reporter can take it for the record.

Mr. DEcorg: If I may interrupt, it seems to me some of the questions asked
of this witness are questions which should probably be asked of people from
Trans-Canada and I think we could save time if we had one of the witnesses
of Trans-Canada give evidence. Mr. Palmer can stand by and we can recall

him again if necessary. I think it will save a lot of time. Trans-Canada have
the overall picture.

By Mr. Green:
Q. These questions I am asking are properly answered by the solicitor.
I understand you to say that when the company—I think you said the Niagara
Ga§ Transmission Limited—applied to the Federal Power Commission of the
United States for a permit to have this gas exported from the United States

to Canada they based that application on supplying the greater Toronto area?—
A. That is correct.

Q. And your permit, I presume, reads in that way?—A. That is correct.

Q. So that if you supply any other area than the greater Toronto area
you will be breaking the terms of your permit, is that correct?—A. I believe
that is so, yes.

Q. And that will be the condition for the next five years because Niagara
Gas Transmission Limited with Consumers will have the exclusive operation
of this line, is that correct?—A. Yes. Let me make one qualification to
what I said a moment ago. I do not think there is anything in the permit that
would prevent Niagara from selling any surplus gas along the line. In other
words, while the material submitted to the Federal Power Commission was
predicated on Consumers taking the full supply, nevertheless the Commission
was primarily interested in knowing that there was an established market or
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that market could be developed for the gas that they asked to be allowed to
have exported and I do not think there would be anything to prevent Niagara
from selling surplus gas to stations along the way.

Q. What do you mean by surplus gas?—A. If during the period of develop-
ment in Toronto more gas could be obtained under that contract than Con-
sumers, as the distributor, was in a position to use, I think Niagara could sell
it. I will ask Mr. Tucker if he will verify that. I think that is so.

Mr. Tucker: The situation is this with regard to the distribution of gas.
Certain companies have certain franchise areas and we do not want to inter-
fere with one another, and if any company can bring its line, or if we can
build our line close enough to their distribution system and we have sufficient
gas to sell to them, we are empowered to sell it, but only to the distributing
company and not to an individual. That would be interfering with that
company’s franchise area. Therefore, gas coming in from Louisiana where
we bought it has been so much—22 billions a year is the maximum—and that
is what we have our permit for. If in Toronto’s franchise area we can only
sell 20 billion that year, then if some of these other companies want gas and
it can help them out in their distribution, we are empowered to sell the dif-
ference between what we require in Toronto and the 22 billion.

Mr. GREEN: What are your estimated requirements in Toronto?

Mr. Tucker: We estimate that within 5 years we will require 22 billion a
year.

Mr. GREEN: So there woud be very little, if any surplus gas, left for dis-
posal in any other area than Toronto?

Mr. TuckeErR: We have canvassed the other companies, to be straight on
this thing. I canvassed them myself personally before we sent to the Federal
Power Commission to see if they would require any gas and to see if I should
try and get some gas for them in our permit, and in each case except one they
said “No” that they had arrangements made for themselves. Therefore there
is no gas contemplated to be sold to these other companies which are the
Dominion Natural Gas Company—

Mr. GReeN: Could you tell us the areas in which the respective companies
operate, approximately?

Mr. TuckiER: The Union Company serves south-Western Ontario. The
Dominion Company serves a little to the east of it. The Niagara Gas Trans-
mission Limited has no right to serve any of these areas, but we can serve the
companies who have the right. That is the point I was making in the first
place. That is, under this arrangement, we are not permitted to go all over
the province and serve it.

Mr. GREEN: And is your permit in the name of the Niagara Gas Trans-
mission Limited, or in the name of Consumers Gas?

The WiTNESS: The import permit is in the name of Niagara Gas Transmis-
sion Limited.

Mr. GrReEN: Could we have a copy of that permit?

The WiTNEss: I-do not think we have it here. Oh yes, we have one
copy—I will find it for you. It is a voluminous document.

Mr. GRrReeN: Is that all permit?

The WiTNEss: It is an opinion as well as the permit proper.

Mr. GReeN: The permit is quite short, is it not?

The WIiTNESs: Would you care to have me read part of the actual oper-
ative part?

Mr. GREEN: Yes.
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The WriTness: “The Commission orders that the Tennessee Gas Transmis-
sion Company and Niagara Gas Transmission Limited are hereby authorized
to export natural gas from the United States to the Dominion of Canada in
the manner, to the extent, upon the conditions and at the point specified in
their joint application as document number G-1921, subject to the following
terms and conditions:” and then there are a number of conditions which I
do not think I need read. It was qualified by our obtaining a permit and
that has been obtained. Tennessee is not allowed to deliver to Niagara any
natural gas in excess of the specified volume. We have to keep daily records
and so on. The authorization of the permit is not transferrable and as I said
a moment ago—this is in answer to a question which came from that corner
of the room, I think,—that it is for that reason, among other things, that
Niagara has to continue as the buyer and the importer of the U.S. gas.

Q. Could we have a copy of the permit?—A. Yes.
Q. Could we have a copy made?
Mr. TuckiER: We can get you one.

By Mr. Green:

Q. I think he said that this permit was for a twenty-year period, is that
correct?—A, Yes, that is correct.

Q. Now, you are going to import the gas for only a five-year period. I
presume that will mean that you will have to go back to the Federal Power
Commission for permission to alter the terms of your original permit?—A. No,
I do not think that we will. In other words, we have a right to export over
a period, but I do not think it is mandatory upon us actually to export for
that twenty-year period. On the other hand, the gas that we do not take
will have to be disposed of by Tennessee, and my understanding is that
Tennessee will have to go to the commission and go through the usual pro-
cedure of obtaining authorization to sell the gas elsewhere. They are before
the commission every week of the year, almost.

Q. Have any steps been taken by the Tennessee people to bring that
situation before the Federal Power Commission since these negotiations?—A. I
do not know that they have. These arrangements were made only in the past
few days, and I am very doubtful that that has been the case.

Mr. MurrPHY (Lambton West): You were giving us an answer on storage
facilities on the Don fields, and you were interrupted.

The WiTNEss: We have no information of any storage facilities in the
Don fields, but Tennessee has storage facilities in northern New York. I will
ask Mr. Tucker to correct me if I go off the rails at any point.

Mr. MurpHY (Lambton West): You contemplate no arrangement with the
western Ontario companies for storage? You mentioned the Dominion and
Union Gas. I think the Union Gas has all the storage in the Don fields at the
moment.

Mr. TuckeER: Consumers has no arrangement for storage. I do not know
whether Trans-Canada has any contemplated because when we need storage
for western gas they are the people who would have to supply it.

By Mr. Murphy (Lambton West):

Q. You mentioned too, Mr. Palmer, that there is a provision in this con-
tract you have tabled that in the event of western gas not coming to Toronto
the Tennessee Gas Transmission Company would have an option to purchase
the line back from Trans-Canada?—A. That is correct. That is provided for
in section VIII on page 6.
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Q. What interests me, Mr. Palmer, is that, from the way you answered
a question, it struck me that there might be a possibility that the western
gas would not be coming into Toronto. Is there any reason for my submitting
that question to you?—A. I did not mean to suggest that Toronto would be
by-passed by the western line by that provision for the option.

Q. I do not mean by-passed. I took it from what you said that the
western line might probably not be built beyond Winnipeg or some such place.
Is there any thought of that?—A. My feeling is that section VIII is a reflection
of the lawyers’ pessimism. It is merely to take care of the remote possibility
that the western line may not be built.

Q. Have you any reason to believe that the line will not be built?—
A. None whatever.

Mr. HoLowAcH: Mr. Palmer, bearing in mind the tremendous potential
market that exists in those areas where you contemplate building your ser-
vicing lines, are you satisfied in your own mind that the arrangement you
have with the Tennessee people, in terms of a project for many years ahead,
is sound? Supposing the Trans-Canada people were not able for some
unforeseeable reason to give gas to your line, could it stand on its own feet?

The WITNESS: I think so, because these arrangements for the importation
of United States gas were not only under contemplation, but were actually in
process long before we had any idea that Alberta had an exportable surplus
of gas.

Mr. MurpHY (Lambton West): Have you any figures available?

Mr. McIvor: Mr. Chairman, I am not a lawyer, and this agreement seems
to be drawn according to the lawyer’s way of doing things. I do not see
anything in the bill which will tell us that the Niagara Gas Company will
withdraw when the Trans-Canada comes through from the west. Will there
be anything in this bill to say that it will withdraw after five years?

The CHAIRMAN: Mr. Palmer could answer that, I would think.

The WiITNESS: I cannot speak for the members of the House, naturally,
but the important consideration, as I understand the feeling of the members,
is that the granting of a permit to Niagara for importation of United States
gas should not be the means or the vehicle of blocking or impeding the larger
project, and the agreement that has been reached with Trans-Canada is a firm
agreement and has been designed to accomplish that objective of assuring
Trans-Canada, as the prospective builder of the western line, that the Toronto
area will be available for western gas when the western line is built.

Mr. McIvor: Will that be put in the bill?

, The WiTNess: It is in the agreement. I would not think it would be
necessary to put it in the bill, sir.

Mr. HARRISON: In other words, if western gas is available before the five-
year period is ended, would the United States gas company be empowered to
take western gas as soon as it is available?

The WiTnNESs: Yes; as you see in the agreement.

Mr. HAMILTON: Item 7, section II.

The Wirness: There are two important provisions. On page 5, section VI,
it states:

Trans-Canada and Niagara shall enter into a lease providing for
the leasing of the line to Niagara for a term of five (5) years from the
date when the construction of the line is completed or until the Trans-
Canada line has been constructed and Alberta gas is available to Con-
sumers, whichever is the shorter period.
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So that if western gas is made available in three years our lease comes to
an end. By virtue of section X, on page 7:

Consumers agrees with Trans-Canada that it will cease to purchase
or accept delivery of U.S. gas from Niagara, and will terminate its
contract with Niagara for the purchase of such gas, when the Trans-
Canada line has been constructed from Alberta to the point of delivery
of U.S. gas into Consumers’ distribution system and Trans-Canada is
in a position to supply Consumers with Alberta gas in quantities suffi-
cient to satisfy Consumers’ requirements at Trans-Canada’s pubhshed
zone prices applicable to the Toronto area.

Mr. MurpHY (Lambton West): How soon do you expect the line to be
completed?

The WitnEss: November 1, 1954.
Mr. HERRIDGE: Section V of this agreement reads as follows:

Trans-Canada agrees to commence construction of the line forth-
with upon the issuance of the order of the Board of Transport Com-
missions (sic) referred to in section IV and thereafter to proceed with
the construction and completion of the line with all possible speed so

) that the line shall be completed and ready for operation prior to

November 1, 1954. Tennessee agrees that the construction of the
facilities necessary to connect the line with the transmission system of
Tennessee will also be completed prior to November 1, 1954. Tennessee
further agrees to make available to Trans-Canada, at Tennessee’s cost,

the pipe heretofore contracted for by Tennessee for the construction
of the line:

My question is this: is the witness quite confident that Tennessee will have
this portion of the contract completed by the time specified?

The WiTnEss: Yes, because.that is the shorter part of the line. Tennessee
has to build on the U.S. side approximately 45 miles, and the Canadian portion
is approximately 85 miles. As indicated in that section, the pipe required for
the whole line, the U.S. portion as well, is already under option with Tennessee.

The CHAIRMAN: Mr. Hosking.

By Mr. Hosking:

Q. Mr. Chairman, this is quite a complicated matter. The point I want
to advance is this: is it desirable for the Trans-Canada Line to service these
people, and is there anything in the agreement that will make the price at
which these people are offering the gas to Trans-Canada so low that they
could sell it at other places at a higher price and prevent it coming to Toronto?
The surrounding district is vitally interested in any form of power and gas is
power. Without power you do not have development, and in the western
provinces the people have noticed that. The area surrounding the Toronto-
Hamilton district is a highly industrialized area, and I want to make sure that
nothing in this agreement will be disadvantageous to the Trans-Canada line
to service Toronto, because that would mean that the rest of us excluded from
this line will be cut off. I would like to hear from the Tennessee Company if
they have more gas available than the quantity which they will supply to
Consumers Gas. Is there anybody here representing Tennessee?—A. No.
As I said before Tennessee is not selling this gas to Niagara. Tennessee is only
the carrier, and the Niagara contracts are with producing companies in
Louisiana and Texas.

Q. Do these companies have more than the quantity required for con-
sumers?—A. I think that the quantities that are covered by our contract are
probably infinitesimal in relation to supply. Mr. Tucker would be in a better
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position than I to answer that question. But, 22 billion cubic feet a year is
very small in relation to the supplies through the gas lines in the United States.

Q. Coming back again to the danger of this line making it disadvantageous
for Trans-Canada to operate in the southern part of Ontario—A. May I inter-
rupt. Niagara and Consumers are firmly committed in this agreement—or
rather Consumers is—to cut off the supply of United States gas and to take
Alberta gas. :

Q. That may be, but if you have contracted with Trans-Canada so that
it is not advantageous for them to sell their gas in Toronto, and they can
get markets where they can get more for it, they might never desire to come
south into the southern part of the province. If you are a buyer and have a
price that would be more, then it would be undesirable for them to service
this area, and the whole industrial area of the province of Ontario would not
have this supply?—A. On that score Consumers will have converted to natural
gas and will have taken United States gas for a period of 3 or 4 years, and
Consumers has contracted to buy gas from Trans-Canada, and Trans-Canada
has contracted to sell gas to Consumers at prices applicable to the Toronto
area. If I might make the suggestion, it seems to me that Trans-Canada perhaps
could answer your question better than I. I think I am correct in saying that
the feeding of the gas to the Toronto area is the whole basis and the sine qua
non of the bill here, as this line would not be economical if the Toronto area
were carved out of it.

Mr. Cavers: But, the purpose is not to serve Toronto alone?
The WiITNESs: No.
Mr. CAvVERs: It is to serve other parts of Canada as well?

The WITNESS: Yes, but the build-up of demand in the Toronto area, as
I have always understood it, is of prime importance to the success of the
western line.

Mr. HoskinGg: Could I ask another question of Mr. Tucker. Has the Guelph
Light and Power asked you for gas? Were they one of the ones you canvassed?

Mr. Tucker: I have talked to them, but they are committed to the Union
Gas Company of Ontario which serves southwestern Ontario and the Union
Company have already published a plan to build a pipe line from Toronto.
I guess, through to Hamilton and on to the Don field in Lambton County
serving the three centres you mentioned, Waterloo, Kitchener, and Guelph.
We have no interest in those centres because they are quite close to the Union
franchise territory.

Mr. HosginGg: The Union Company has contracted with you?

Mr. TuckeR: No. I am speaking of the usual gossip one hears around,
that they are contemplating serving those three towns you speak of, Guelph,
Kitchener and Waterloo, with western gas I take it. When western gas reaches
Toronto they will run a line serving Hamilton and the other three towns. It
is entirely in the hands of the Union Gas Company.

Mr. HoskING: At the end of five years, when this agreement ends, suppose
that the Trans-Canada line has come into Ontario but has not joined up with
this pipe line, does this bill have to be re-negotiated at that time? If the people
in the province of Ontario are then dissatisfied can they end the contract for
gas coming to Toronto, from the Tennessee Company. Can they end the
agreement?—A. I think that is something we should insist on, that at the
end of five years it can be cut off if the right thing has not been done to
develop Ontario.

Mr. TuckeR: Trans-Canada will be here with gas in volume and will take
care of the whole of eastern Canada.
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Mr. DEcorg: I still think that we could save time if we had some}aody to
give evidence from the Trans-Canada company. Many of these questions are
applicable to witnesses from Trans-Canada.

Mr. CAVERS: There is one question I would like to ask. What is the course
of this line? Where is it to run from? It says somewhere from the inter-
national boundary to Toronto. I would like to know the exact route.

Mr. TuckeR: Here is a rough sketch.

Mr. CAVERS: Is it this heavy line?

Mr. TUCKER: Yes.

Mr. Cavers: Extending through Niagara, three miles south of Lewiston
and then through Allanburg, Thorold, within five miles of St. Catharines,
Campden, Grimsby Centre, Grassie, Tapleyton and Ancaster. Mr. Tucker,
have the Dominion Natural Gas Company asked you for any rights for gas
from this line?

Mr. TuckeRr: No, sir.

Mr. Cavers: You will not be intending to give any gas for the develop-
ment of any of the areas through which you pass?

Mr. TuckeR: You mentioned Grimsby a moment ago. The Grimsby Gas
Company is a local affair—

Mr. Cavers: I know it. I represent that district.

Mr. Tuckeir: I have a letter on my desk at the moment asking if we could
give them gas off that pipe line? I have not answered it.

Mr. HosginGg: Will you be able to do that?

Mr. TuckeR: I think we will, yes. .

Mr. MurPpHY (Lambton-west): As the representative of Consumers Gas
Company, can you tell us if the importation of gas through the proposed line
will have any bearing on the present price of gas to the consumer?

Mr. TuckeRr: Oh yes, we think it will reduce it considerably.

Mr. MurpHY (Lambton-west): How much?

Mr. TuckeR: Natural gas has twice the heating value of manufactured gas.

Mr. MurPHY (Lambton-west): Let us get the first point clear; the gas
you now supply is manufactured gas?

Mr. TuckeRr: Yes, and it costs on the average, $1.60 per thousand feet.
When natural gas is used we hope we can sell it for less than $1.60 per
thousand feet.

Mr. MurpHY (Lambton-west): Who will determine the price?

Mr. TuckeR: We will have to determine it, but we have to take it to the fuel
controller.

Mr. MurrHY (Lambton-west): The fuel controller in Toronto for Ontario?
Mr. TuckiR: Or the Ontario government.

Mr. MurpHY (Lambton-west): Do you have a perpetual contract to sup-
ply Toronto?

Mr. TuckeR: Yes, without limits as to time.

Mr. MurpHY (Lambton-west): Can you tell us what difference there

might be in the price to the Consumer Company when the Trans-Canada pipe
line is finished?

Mr. TuckeRr: As between the new price and the price we will have to
charge?

Mr. MurpPHY (Lambton-west): Yes, for Toronto, the price for the western
gas?

87652—2
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Mr. TuckeRr: We think they will do a good job on the construction and we
hope that the price will not change.

Mr. MurpHY (Lambton-west): But it will not be any cheaper?

Mr. Tuckir: No, I do not think it will be any cheaper. But they can speak
for themselves. We have all seen costs, but when we get to Toronto, we hope
that the price at the city gate will not be greatly different.

Mr. MurpHY (Lambton-west): One more question: Let us assume that
after we get the western gas into Toronto and are able to transport gas over
this new line back into the United States, will that affect the price to the con-
sumer in Toronto or the consumers in Ontario?

Mr. TuckeR: I understand that any gas to be exported to the United States
will be western gas after it comes down, and they will just use this gas line
to take the gas to Buffalo, and it will not make any difference. The deal will
be between the exporter and the man who imports it in the United States,
because we won’t own the line.

Mr. MurrpHY (Lambton-west): Greater volume will not make any dif-
ference in price?

Mr. Tucker: I hope it will, from the standpoint of the Trans-Canada people.

Mr. BYRNE: We decided at the outset, Mr. Chairman, that we would take
both of these bills together in the presumption that they were supposed to be
integrated, and thereby we might proceed in an orderly fashion. Mr. Decore
has asked on several occasions that we call witnesses from both companies
before us at the same time. I would like to ask several questions which I feel
are closely related, and in order to avoid my having to ask the same questions
two or three times, would it not be possible to have the witnesses from Trans-
Canada Pipe Lines before us at the same time?

Mr. GREEN: You mean, that they be made available?

Mr. BYRNE: Yes, to answer questions which are closely related.

Mr. HoLowAcH: Let us keep Mr. Tucker on the witness stand.

Mr. CoNAcHER: Why cannot we have all the witnesses sitting up there?
Is there any harm in that?

Mr. DECORE: It may be that we can now call the witnesses from Trans-
Canada; and we can always ask further questions of these witnesses who are
now before us.

Mr. HAHN: I was going to propose the same thing and to consolidate my
questions and have them all answered at the same time.

Mr. DecorE: Perhaps we should now call on Mr. Tolmie who might give
the members of the committee an outline of Trans-Canada and suggest which
witnesses should be first.

Mr. BYRNE: There are several matters running in my mind; there are two
applications that are going to be confused through application to the Power
Commission in the United States, and I would like to ask some questions of
witnesses both from the Niagara Transmission and from Trans-Canada Pipe
Lines. But if that is not proper, then I shall only ask the questions which I
wish to direct to the witnesses from Niagara, and I will have to ask them
again in order to get the whole matter coordinated, and it is going to be very
confusing. We are taking these two bills together, so why not have the witnesses
taken together?

Mr. HERRIDGE: I suggest, Mr. Chairman, that we ask Mr. Mcllraith to suggest
the witnesses we should have from Trans-Canada and I support Mr. Byrne’s
suggestion.

The CHAIRMAN: Mr. McIlraith.
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Mr. McILrarTH: Perhaps with the indulgence of the committee I cogld
clarify what I think the committee is trying to get at. There are two parlia-
mentary agents on record on the Trans-Canada bill and I thank you for your
indulgence in permitting me to speak on behalf of one of them. I Wou_ld suggest
, that I might explain to the committee who the witnesses are: First of all
| we have Mr. Ray Milner, Q.C., Vice-President of Trans-Canada. Then we have
Mr. Frank Schultz, who is also a Vice-President of Trans-Canada; and of course
} we have Mr. Ross Tolmie, one of the parliamentary agents here, who is also
a vice-president. What you want would have to do with the pipe line construc

jon and not with the actual clauses of the bill which have to do with the
capital structure. So I would think these are the witnesses you would want to
hear, and I would suggest, that we bring the three of them up together. If I
might anticipate, the questions in the first instance might be directed to
Mr. Milner. I think he could clarify matters which are arising between the
transporting lines and the consuming or retail companies. Therefore with your
permission I would suggest that we call the following gentlemen: Mr. Ray
Milner, one of the vice-presidents; Mr. Frank Schultz, another vice-president,
and Mr. Ross Tolmie.

This is Mr. Ray Milner, one of the vice-presidents. He is a Q.C. from
Edmonton, Alberta. This gentleman is Mr. Frank Shultz from Dallas, Texas, and
he is another vice-president. And this is Mr. Ross Tolmie. I think you know

him. He is the parliamentary agent from Ottawa and he is also a vice-
president.

Mr. ByrNE: Earlier it was pointed out that when the Niagara Transmis-
sion Company applied to the Federal Power Commission for a permit to import
or export gas from the United States, what the Federal Power Commission
was concerned, before granting a permit, that they were assured of a market.

The WiTtnEss: That was one of the considerations but it was not the sole
one. They were governed, I think, by section 3 of the Natural Gas Act which
says that any permit given by the Commission must not be inconsistent with
the public interest. I think that is the wording.

Mr. GREEN: In the United States.

Mr. BYRNE: Why I asked the question is this: We know from experience
that the Federal Power Commission in the United States are just a bit touchy
one way or another because we have had applications on the west coast for
quite some time to have natural gas exported to the northwest Pacific and we
would not want to endanger that position in any way now. Now, when that
decision was arrived at it was the understanding that the Niagara Gas Company
would take gas for 20 years; that is, the application was for 20 years. I
notice here in your agreement that you would not reach the maximum of 22
billion cubic feet until the end of five years. At the end of 5 years it is pro-
posed now through an agreement reached in the last few days that after
reaching your maximum consumption that the gas be cut off. Does the
Federal Power Commission know this, or do you think it would have prejudiced
their decision to have had any such action so contemplated?

The WrTNESs: With regard to your first question I think I said in answer
to a similar question a few minutes ago that I doubt very much whether
Tennessee has approached the Federal Power Commission on the subject. The
decision was only reached within the past few days. With regard to your
second question, as to whether it would have prejudiced their decision if the
application had been for 5 years and not for 20 years, I really do not know.
I do not think it would have made any difference.

Mr. ByrNE: Well, of course, you understand they wanted to make sure

there was a market and the application was for 20 years. I would like to ask
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Mr. Milner a question. The Trans-Canada pipe line as indicated in the amend-
ing bill is now an integrated company. That is, you have joined forces with
a company which was prepared to bring gas east to Winnipeg and thence
south to the Minneapolis area?

The CHAIRMAN: Will you answer, please?

Mr. MILNER: Yes.

Mr. BYRNE: The matter of exporting gas to the Minneapolis area, I pre-
sume, is a very important one in relation to the overall plan for completing
this pipe line in western Canada?

Mr. MiLNER: It is important, yes. It is important particularly in its
beneficial effect upon prices when the western gas reaches eastern Canada.

Mr. BYRNE: Then it is possible that should the Federal Power Commission
not grant an import permit for some time or it should be delayed, that it
would be possible that the overall picture would be delayed? How do you
feel about this question then of the decision by the Federal Power Commission?
Is there any danger that this agreement now might prejudice their decision?

Mr. MILNER: No, we are coming east in any event.

Mr. BYRNE: The main line is coming east regardless and there will be no
hold up regardless of whether or not they give an export permit?

Mr. MILNER: Yes.
The CHAIRMAN: Mr. Hahn?

By Mr. Hahn:

Q. Mr. Palmer, in connection with the Niagara Peninsula area, as I under-
stand it, the Niagara Gas Company has no further arrangement with any other
gas firm to sell gas in that peninsula. Is it true at this time that they take the
Tennessee gas?—A. That is correct. There are no firm arrangements with
any other company. I mentioned Provincial Gas earlier today. They have
signified their desire to obtain a certain amount of gas but there is no firm
contract at the moment.

Q. If and when Trans-Canada builds this line to Toronto, the only
guarantee we have is that they have the Toronto area available for consumption,
is that right?

The WiTneEss: The only guarantee?

Mr. HAHN: The guarantee they have is the Toronto area alone? They
are not necessarily bound to sell to the other provincial lines, because you
have no agreement with them?

The WiTNEss: That is correct, as far as any arrangement through us
through Niagara or Consumers is concerned. Whether or not Trans-Canada
has any contracts with any one besides Niagara Consumers, I do not know.
Perhaps Mr. Milner could answer.

Mr. HAHN: Perhaps Mr. Milner would answer then. Have you any other
agreements with these other companies?

i Mr. MILNER: No, we have no agreement yet. We are negotiating with the

! various companies. We expect to bring enough Alberta gas down here to

satisfy the requirements of Ontario, but of course we still are awaiting the

necessary legislation and permits. When these have been obtained, we have

| to go to the transport board and lay out our case in detail and receive their

approval. That will take some little time yet. There is a great variety of

contracts which have to be negotiated and settled as rapidly as possible. That

| is, we have to make contracts with the distributors in Ontario and we have

| to make contracts with the oil producers in Alberta, and the whole thing has

to be tied in together.
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Mr. Haun: Is there any agreement between Tennessee and yourselves,
or through Niagara possibly, whereby the moment you go into production in
the Toronto area that Tennessee will not send any gas into these other places,
and so protect your market?

Mr. MyNer: Well, there is no actual agreement but it will be highly
probable they will do so. In the first place, they would have to get contracts
with the other people and have to build other lines, and have to get a permit
from the Federal Power Commission and all those things. Moreover, they have
not the gas to sell over here.

Mr. HauN: Well, once the 22 billion cubic feet of gas becomes available
from the Toronto area, Toronto cannot buy from them and that would be
available for the rest of the area?

Mr. MiLNER: No, you will notice the gas which is being imported by
Consumers is Niagara gas which is not owned by either Tennessee or Con-
sumers, as far as that is concerned. Tennessee is merely lending its transporta-
tion facilities, for a fee, to convey that gas from the field to Niagara.

Mr. HAHN: That is all, thank you.

Mr. NickLE: Mr. Chairman, I would like first of all to ask a question of
Mr. Tucker. It has been asked earlier by another questioner whether or not
Tennessee Transmission or Panhandle—although Panhandle was not mentioned
—might have additional capacity to deliver American gas into eastern Canada.
Is it not true that the fact that F.P.C. approved the export of 22 billion cubic
feet to Niagara Transmission indicates that Tennessee Transmission still has
remaining, after making provision for disposing of 22 billion cubic feet a year,
an undedicated transport capacity of approximately 45 billion feet a year, part
of which might be made available to Canada on a short-term basis, I presume?

Mr. TuckeR: Naturally I cannot answer for the Federal Power Commission,
but the Tennessee Gas Transmission and the Panhandle people have tremendous
reserves and tremendous transportation capacity. Whether they could get the
Federal Power Commission to permit them on application to export some of
that gas in addition to what they already have power to export—I would not
know. I would not have any way of telling, but I do know the gas we are
talking about here belongs to the Niagara Gas Transmission or Consumers,
whichever you like. It is our gas. We own it. We did this so as to prevent
any attempt to take it away from us on the way up, and all that Tennessee
are doing are acting as common carriers for us. Now, if we want more, they
have lots of capacity to send us more, but we would have to make another
application to the Federal Power Commission asking for more gas and we
would not expect to do that for 5 years anyway, and by the time we have this
national project worked out—as Mr. Milner said—there would be plenty of
gas to service the whole of Ontario. We are not considering for one moment
any shortage of gas from any source whatever.

Mr. NickLE: In the agreement between Niagara Transmission and Trans-
Canada, in clause 8, I find these words:—*“The importation of U.S. gas during
the period prior to the date when the eonstruction of the Trans-Canada line
is completed is essential to the successful operation of the Trans-Canada line.”
Now, by that I presume it is meant that the build-up of the higher priced
household fuel market in Toronto with American gas is going to improve
considerably the over-all economics of the Trans-Canada line. Is that a correct
interpretation?

Mr. Tucker: That is quite right. That is one of the main reasons why
they want to bring the gas in now. They have it available in the middle of the
Niagara river, and they cannot budge it from there, but I will be able to give
gas services to 1,300,000 people at a figure, as I said to you, sir, of approximately
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half the cost. I want to do it now, not in five years’ time. When this line is
built we will switch over to western gas, because it is a Canadian project. That
is all this is for.

Mr. NickLE: Now, carrying the same reasoning through, Mr. Tucker, that
the build-up of a market with American gas in advance is essential to the
successful operation of Trans-Canada, might we not also assume that, were
more gas made available to you by American companies on a short-term basis,
either through Tennessee Transmission or through Panhandle, which supplies
Union through Windsor, in order to supply more markets in western Ontario
and perhaps extending on speedily to points east of Toronto, notably Montreal
and Ottawa, the over-all economics of the Trans-Canada line could be further
imp?roved during the market build-up achieved with that additional American
gas?

Mr. Tucker: That is quite a big order. One would have to know fairly
well the economics of the line, the load and the load factor and so forth, but I
would say that the same reasoning that we apply to our business would be
applicable to any other similar situation.

Mr. NickLE: The pipe line construction that I indicated there, of course,
would be for pipe lines through southern Ontario and eastward through Toronto
to Montreal and Ottawa. It would constitute part of the eventual Trans-Canada
system, so that actually, if the economics of that comparatively short pipe line
building are justified, then it would be on a substantially better basis if we had
in addition to that present pipe line construction, spent another $200 million,
roughly, between Winnipeg and Toronto for the Trans-Canada line immediately.
Is that not correct, that by lowering the immediate capital outlay we would
actually improve the economics of that gas supply?

Mr. TuckeERrR: The economics of pipe line construction and operation, of
course, are bound up with the volume of gas that you can send through and the
rate at which you can send it through. I would not like to answer a question
so involved. Maybe Mr. Milner may have it at his finger-tips, and I would
rather let him answer it.

Mr: NickLE: As a last point, there is the matter of price. Some publicity
was given a while ago to the probable price of American gas delivered to your
gates at Toronto, that is the gate of Consumers’ Gas. The price, I believe, was
published as a fraction over 53 cents per thousand cubic feet. Is it your belief
that that price, or one extremely close to it, will prevail under the arrangements
now made for Trans-Canada to build and then lease to you this line from
Niagara to Toronto?

Mr. TuckER: As far as that price of 5317 cents is concerned, that is the
price under the arrangement. Now, there have been some questions raised as
to transportation costs in the United States having to be revised, and there may
be a few cents, one or two, to be added to that, or maybe there will be no change
at all.” At the moment the price to me under our contract is 5317 cents at the
border. What the price will be to Trans-Canada under the same circumstances
has not been published yet. It has not been calculated, so I don’t see how it could
be. But if any of the experts on my right want to guess at a price, I will be
glad to hear it. However, we do expect that we will pay a little for our
nationalism anyway.

Mr. NickLE: Do you expect that the price of Canadian gas will be higher
than American?

Mr. TuckeER: There has been an ominous silence; so I believe that is so.

Mr. NickLE: I wonder if I could direct a few questions to the repre-
sentatives of Trans-Canada? Perhaps Mr. Schultz could answer. In the matter
of pricing gas in eastern Canada, Mr. Tucker has mentioned that the price of
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' American gas delivered at Toronto is going to be about 53:17 cents per

thousand cubic feet and that the price of Canadian gas will be higher than
that. In southwestern Ontario we have American gas now being delivered
to Union Gas Company at a price, I believe, of approximately 33 cents per
thousand cubic feet delivered to the Union Gas Company at Windsor. If the
flow of American gas will be cut off at Toronto when Canadian gas reaches
Toronto, is it your belief that the flow of American gas into Windsor to Union
Gas Company shall also be cut off at the same time?

Mr. ScHuLTZ: No. There are two points involved in your question. First
of all, the gas that Union is now acquiring from Panhandle is on a dumpload
basis. They receive it during the summer months when Panhandle can let
them have it. It is on a seller’s option basis. Union has to take that gas and
store it, and obviously they have to make a storage charge against it, they have
to pay 33 cents at gate for that, but they cannot store it and sell it for that,
and when it is finally sold to meet their winter peaks the cost is much greater
than 33 cents to Union.

Mr. NickLE: Could you tell us how much?

Mr. ScHULTZ: I do not know what they put into it as a service charge for
storing it. When Trans-Canada was in this by itself I told the Union people
we would not interfere with this dumpload of gas that they are getting.

Mr. NickLE: I assume from that that we will have cheap American gas
continuing to come into the southwestern corner of Ontario, Union natural gas,
but the cheaper gas to Toronto will be cut off, is that correct?

Mr. ScHuLTZ: It will not be cheaper, in our opinion. As Mr. Tucker said
when he indicated that there are going to be adjustments made in the trans-
portation charge in the United States, and as I understand the contract,—
I do not want to speak for Mr. Tucker but it is my understanding that the
contract price started at 53; at the end of the three years it went to, roughly,
58 cents, and these adjustments presumably will come on top of that. It is
our position from the beginning that we could supply gas to Toronto cheaper
than it can be brought from the United States.

Mr. NickrLE: Would you indicate what you believe the gate price of
Alberta gas would be at Toronto?

Mr. ScuurLtz: Not at the moment. We are revising all of our costs right
now. When we have this bill through this committee and parliament we
intend to settle immediately with Consumers and negotiate a contract, and
it is so provided in this agreement here.

Mr. NickLE: Is it not true that the cost of that gas from Alberta is going
to depend largely upon the total market to be served by the all Canadian pipe
line, or the pipe line from the west, and that the movement of that pipe line
into a market already established such as Toronto’s market will be established,
will cut the transport cost per unit of gas. That is a correct interpretation,
is it not?

Mr. ScHurTz: I would say that anything that will build the domestic and
commercial load here in Ontario will help Trans-Canada.

. Mr. NickLE: By the same token would not the addition of other markets
;to the Trans-Canada pipe line, for instance, outside of Canada improve it by
| reducing cost of transport per unit of gas?

Ly _ Mr. Scuurrz: I would say it is true, with this exception that if there is
a limited supply the Board of Transport Commissioners might take the position
Lhat‘the home consumers must be taken care of first.

Mr. NickLE: But would outside markets help to reduce the cost?
Mr. ScHuLTz: It depends on where it is sold and what you would get for it.
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\ Mr. NickLE: Have you in mind any American markets that could be served
by Trans-Canada pipe lines in order to improve the overall economics of the
‘proposed Trans-Canada pipe lines?

Mr. ScHuLTZ: The only one we could think of is the Minneapolis market.

Mr. NickLE: What about delivery of gas at Niagara through the Tennessee
Transmission and Gas Company to Buffalo and New York and the eastern
states?

Mr. ScHULTZ: My own opinion is to reverse this line and sell to Tennessee
Transmission and Gas Company would be of no benefit to Trans-Canada.

) Mr. NickLE: Do you feel that selling to Minneapolis would be of benefit?
Mr. ScHULTZ: During a build-up period only.

Mr. NickLE: Do you feel that the sale of gas to Minneapolis, as far as
Canadian gas could get there either by building the line in two stages, or
selling to Minneapolis from the line which reaches Winnipeg would improve
the economics?

Mr. ScHULTZ: Well, I think it is axiomatic that the quicker you can get
income when building a line the better off you are. There are factors which
Trans-Canada has no control over. Trans-Canada is gomg to bu11d a pipe
line, and I think we are going to be told  how ;md when! to build +it.” we
are told to build an all-Canadian plpe line, that is %7 We*ar&gomg to do.
On the other hand if we are allowed to sell “to Minneapolis—

Mr. NickLE: What you are saying is this pipe line plan is dictated more
by political exigencies than by economics?

Mr. ScHULTZ: No, I would not say that.

Mr. NIcKLE: Mr. Schultz in the original Trans-Canada submissions of a
year or so ago to the Alberta Conservation Board suggested prices were set
out of 55 to 57 cents as gate prices for sale of Trans-Canada gas to eastern
Canadian utility companies. A price was also given as the sale price for
gas sold to the uninterruptible industrial market of 45 cents per thousand. Is
it now your belief that a large market could be developed for industrial gas
in eastern Canada at 45 cent per thousand feet?

Mr. ScuuLTZ: We will get a fair share at 45 cents, and as a matter of
fact I think Trans-Canada will be in the position in uninterruptible sales to
sell gas cheaper than 45 cents.

Mr. NickLE: I noticed in the press two or three weeks ago one of the
commissioners of the Ontario Hydro Commission made the public statement
that the competitive price of natural gas for the two Ontario Hydro Electric
Commission steam plants at Windsor and Toronto was 32 cents per thousand
feet, and this commissioner did not expect that Ontario Hydro would use
Alberta gas because gas could not be delivered at a competitive price. That
was followed a week or two later by a statement by the chairman of the
Hydro Commission to the effect that the Hydro will use Alberta gas to the
tune of 10 to 15 billion feet a year. Could you give us any explanation how
that will be accomplished? Will the price be above 32, or are you considering
cutting it, and charging it to someone else?

Mr. ScHULTZ: We did not include the Hydro in our consideration. If they
wish to buy gas we will be delighted to sell it. But, we never contemplated
they would be a customer.

Mr. NickLE: The only possible large market at present through northern
Ontario is Sudbury, the International Nickel Plant. I have heard that the
price is competitive as compared to coal at 38 cents a thousand feet. Do you
believe Trans-Canada can deliver gas to them at that price?
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Mr. ScHULTZ: We have not negotiated a contract yet, but their coal costs
them about 12.50 delivered there and they have carrying charges and ash
disposal and things like that. As I remember the figure we figured something
like 45 cents.

Mr. NIckLE: Your estimate is higher than theirs.

Mr. ScHuLTZ: I felt that we were pretty much together. But, we have
not negotiated a firm contract, and I hate to say what we can do it for. We
have some ideas, but they are trading awfully hard on thelr 51de and we
want to see a fair price.

“ Mr. NickLE: Is it your belief that if a line into eastern Canada were
completed immediately that you could actually find in eastern Canada at the
45 cent average price you set out in your old Trans-Canada brief a year or
so ago a market as large as you outline in that brief, at 45 cent per thousand?

Mr. ScHULTZ: I think so.
Mr. NIcKLE: You are satisfied with that?

Mr. ScHULTZ: Yes. I am not a marketing expert, but we hired two of the
best outfits in the business, and we are going on their judgment. They spent
a lot of money in telling us that we can find the market.

Mr. NickLE: Going back to the other end of the line, your brief of a year
or so ago stipulated a price for gathered gas—and I use the term gathered to
differentiate from a well head price which-atno time is the price mentioned
o) far as Canadian lines are coneerned. You start off with a proposed gathered
price of 8 cents estimated to reach 10 cents in five years. Then last spring in
a further submisison to the Conservation Board in Alberta, you suggested that
provided government concessions were obtained, it might be possible to raise
the gathering gas price to start at 10 cents and to escalate in five years to
12 cents. What did you have in mind by way of government concessions?

Mr. ScHULTZ: Do you mean by ‘“‘government concessions” assistance in
this matter?

Mr. NickLE: Yes. \
Mr. ScuHuLTZ: Well, our experts have never claimed that we needed any

" help in doing thlglob 5 I “would no‘t’contemp}a{e%hat_a_prmect of such national

importance should receive less treest’x'gent’tﬁan the set-up which interprovincial
or any, other- unportaanmJegt has”received in the way of sales tax and duty
remlssmns But even w1tho;.1t that Id&net/‘thmk that we have to have it,
because I thmk that we can make it work; and it all goes back to what we
have always said: that thispreject would have three rough years, and that as
we got a market built up, the project would be entirely economic and go
along by itself.

.. Mr. NickLE: How would you propose those government concessions which /

you suggested before the Conservation’ Board?

Mr. ScHuLTZ: The situation in Alberta is pretty well taken out of their
hands under the new set-up and as I see the situation now Trans-Canada are
negotiating at arms length with the provincial government; and what the cost
price will be, I do not know. But as I understand it the company does not
have any official set-up yet with officers and directors with whom we can deal.

Mr. N1ckLE: You will be buying your gas at the eastern border of Alberta
from the Alberta Grid Company?

Mr. ScaurTz: What the price will be, I do not know.

Mr. NickrLE: It will not be possible to ascertain the economic feasibility
of the Trans-Canada project as now envisioned until No. 1: a price has been
established by the Alberta Grid Company at the Alberta border starting with
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the hope that the gathering price will be satisfactory to the Alberta govern-
ment or No. 2 until you have reached an agreement with several utility
companies in eastern Canada with sufficient volume and continuing demand
for the gas; and No. 3, and this is the point I am coming to now, that there
will be a guarantee satisfactory to the insurance companies that would have
to invest the largest part of the money to be used to finance this pipe line;
that is, a guarantee that the bonds will be issued by Trans-Canada Pipe Line
Limited. You will recall that in the case of the two oil pipe line enterprises,
Trans-Mountain guaranteed that all the bonds were given on a very firm basis
through commitments made by a group of the major oil companies. Is it your
belief that these same major oil companies which have not a financial interest
in the gas pipe line anywhere near approaching their interest in the oil pipe

. line—is it your belief that they will provide the same form of guarantee to

make the bonds of Trans-Canada Pipe Line a legal investment to Canadian
and American insurance companies?

Mr. ScHULTZ: No; and we do not intend to ask the oil companies to do
that, or to do anything to take over the contracts. I am not going to speak
for the financial people because I am a geologist. However, it is my under-
standing that what the insurance companies are interested in is the servicing
of the bonded indebtedness, and if we have to take over contracts to satisfy
that, that is all.

Mr. NickLE: Do you think it might not be essential to the plan that the

f bonds be guaranteed by the federal government.

Mr. ScHULTZ: I would not contemplate that at all.

Mr. NickLE: You think it could be done without government guarantee?
Mr. ScHULTZ: Yes.

Mr. NickLE: That is all.

Mr. MurpPHY (Lambton-west): I would like to ask Mr. Tucker one question
which may be rather embarrassing. I hope it is not, but if it is, I apologize
for it. I am concerned about the B.T.U. of the gas that you will deliver to the
consumers in Toronto. Will that gas be the same with respect to B.T.U.’s.

Mr. Tucker: Just as we receive it, 1,000 B.T.U.’s.

Mr. MurrpHY (Lambton-west): Is that your experience with respect to all
gas distributors?

Mr. TuckeR: That is what most of them now do, although they have tried
to mix this gas with lower B.T.U. gas.

Mr. MurpHY (Lambton-west): They could mix it with air, could they not?

Mr. TuckeR: They could, but they do not mix it with air. They send out
gas of about 800 B.T.U.’s.

Mr. MurpHY (Lambton-west): Yes.

Mr. TuckeR: But all of them have taken a second step. All appliances
and burners have to be adjusted to burn the richer gas and in order to make
that conversion less severe they had taken to sending out a mixture, but in all
cases they have gone back to the original 1,000 B.T.U. gas and we intend to
send that 1,000 B.T.U. gas out just as we receive it, right from the beginning.

Mr. MurpHY (Lambton-west): Is it not a fact that some of the gas distrib-
utors also sell gas appliances and gas furnaces?

Mr. TuckEeR: Yes.

Mr. MurpHY (Lambton-west): And is it not a fact that some gas distrib-

" utors in Ontario do mix certain other elements with the natural gas which they

receive from the pipe line?
Mr. Tuckier: Not to my knowledge. I do not know of any. Both the
Dominion and Union send out 1,000 B.T.U. gas.
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Mr. MurpHY (Lambton-west): Is there any likelihood of the cost of gas
from the storage in the Don valley becoming a little high?

Mr. TuckER: You mean will it make any difference in the picture?

Mr. MurpPHY (Lambton-west): Yes.

Mr. TuckeR: I do not think so.

Mr. GREEN: There have been some statements made about prices, Mr.
Tucker, at Toronto, and you made some observation. I would like to deal with
that question. Apparently the price you are figuring on today is a little over
53 cents, that is, from the Tennessee Transmission Company at the Toronto
city gate. Is that correct?

Mr. TUCKER: Yes.

Mr. GREEN: And Mr. Schultz said something about there being an increase
after the first three years which would bring the price up to about 58 cents.

Mr. TuckeR: In the first three years it will definitely be 53 cents. After
then the producers will get a little more and the transportation costs may be
adjusted somewhat, but all in all I do not think it will be a major matter or
that the increase above the present price of gas will be very great.

Mr. GREEN: That may be correct. Nevertheless price is very important
when we consider western gas.

Mr. TuckeR: I do not know very much about that. We heard what Mr.
Schultz had to say about the price.

Mr. GREEN: But the Federal Power Commission felt that you ought to
charge a certain rate for the gas. I believe you were put in what they call
zone 5.

Mr. Tucker: That is a transportation zone. It has nothing to do with
prices, as our prices are not stabilized.

Mr. GREEN: It might put up the price?

Mr. Tucker: It might do so.

Mr. GREEN: By how much?

Mr. TuckER: By whatever the increase would be.

Mr. GReEeN: But there has been no change yet?

Mr. Tucker: There has been no change in the price which I set out and
which I advertised, if you like to call it that, or quoted. The price is still
53 cents.

Mr. GREEN: What was the effect of putting you in zone 5 instead of zone 47

Mr. TuckeErR: The maximum affect of that would be, I think, that there
perhaps was 44 cents a thousand as a maximum difference. I do not want to
bring this up again, but at Washington a representative was present from the
Trans-Canada people and it was to their advantage that the price to us would
be so high that we would want to buy their gas in preference. The question
came up and it was said that I had made a good deal, and that I had a better
deal than Buffalo, and they thought it was unfair that people in the United
States should have to pay more for their gas than I was paying. What finally
happened was that the arguments were just noted, and my transporters, The
Tennessee Gas Transmission Company, have until 60 days before they begin to
transport gas for me to file a rate and justify it.

Mr. GREEN: What is that?

Mr. Tucker: To file a rate, a transportation rate.

Mr. GREEN: So the question of the rate at the Toronto city gate is still
open?

Mr. Tucker: It is still open, yes.
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Mr. GREEN: And the Tennessee Transmission Company will have to file
an application with the Federal Power Commission for an increase, or they are
about to do so? Is that correct?

Mr. TuckeR: They will not do so until May.

Mr. GReEEN: They will be filing an application?

Mr. Tucker: I do not know what the date will be.

Mr. GrReeN: They are filing an application before the Federal Power Com-
mission in May for an increase?

Mr. Tucker: I did not say that. They are filing a rate so there shall be
a rate on file with the Commission, and it will be applicable to anyone who
qualifies under the rate and it should not be any different from the rate I have
now.

Mr. GREEN: It could be higher?

Mr. TuckeER: Yes, or lower.

Mr. GReEN: I guess it is not very likely to be much lower?

Mr. Tucker: I have never heard of prices going down, but that is the
situation anyway.

Mr. GREEN: You do not know how much that will be? Have you heard
any rumours as to what it will be? In other words, Tennessee Transmission
who are your associates and are partial owners with you of Niagara Transmis-
sion Limited—

Mr. TuckeER: They are going to try to work out a good rate for me.

Mr. GReeN: Have they told you what rate they are proposing to file with
the Federal Power Commission?

Mr. TUCKER: No sir.

Mr. GREEN: And you do not know what the rate on Trans-Canada is,
I suppose?

Mr. Tucker: No.
The CHAIRMAN: Mr. James?

By Mr. James:

Q. I wonder if the witness could tell us something about the appliance
conversion they have in mind for the city of Toronto?—A. The man who should
answer that question is Mr. George Knight, the engineer of the company.

Mr. KnicgHT: I take it you do not want the actual date of the conversion
but just a general picture of how it will be carried out?

Mr. JAMES: Yes?

Mr. KN1GHT: We propose to divide the city of Toronto into a number of
districts and commence the conversion district by district over a period of
90 days, starting with the west end where it will take perhaps two days. When
that district is completed and has 100 per cent natural gas we will move into
the central district and so on across the city. Prior to the actual date of con-
version we will make a survey of the actual equipment concerned. On the
date of conversion itself it involves changing the burners, putting a small orifice
in and putting enough gas in for each individual customer, and giving him the
same amount of air so that it will have the same burning characteristics as
manufactured gas.

Mr. JamEs: Is this conversion to be carried out and paid for by con-
sumers?

Mr. KNI1GHT: Yes.
Mr. JaMES: The customer has no part in it except to let you in his house?
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Mr. TuckiER: Do no let us fool ourselves—the customér will pay for it,
but we are not making a direct charge for it.

Mr. James: Do you anticipate it will be completed in a 90 day period
from the time you start?

Mr. KnigHT: That is correct.

The CHAIRMAN: Mr. Hosking.

Mr. HosSgING: Mr. Chairman, I would like to ask a question of Mr. Schultz
after I ask a question of Mr. Palmer. Mr. Palmer, I believe you told me that
Guelph, Kitchener and Galt would have to deal with Union Gas Company?

The WITNESS: I do not recall saying that. I think Mr. Tucker might have
said that.

Mr. TUCKER: Excuse me, in Galt it will be the Dominion Natural Gas
Company.

Mr. HoskinG: And who in Guelph?

Mr. TuckER: Guelph at the present time has a city-owned gas plant and
they run their own show.

Mr. HoskING: It is the Guelph Light, Heat and Power?

Mr. TuckeER: Yes, the Guelph Light, Heat and Power Commissioners. It
is a city-owned plant, and they run their own show. If natural gas is going
to go anywhere near them, however, they will want it.

Mr. HoskING: Do they have to deal direct with the Union Gas Company
which is down in the Chatham area as you told me before?

Mr. TUCKER: Yes.

Mr. HoskiNG: Why could they not deal direct with Trans-Canada?

Mr. TuckiER: Because Trans-Canada is a pipe-line serving—or I presume
it is going to serve—the Union Company, and the Union Company will then
exercise its franchise.

Mr. HoskinG: The thing I want to know is this—and this is big business,
this is not small business— the cities of Guelph, Galt, Kitchener and Waterloo
—why cannot they deal direct with the Trans-Canada line? Why must they
buy from the Union Company which is interested in another section of the
province altogether?

Mr. TuckeER: They go up to Sarnia, too. I do not know if I have a map
here or not.

Mr. HoskING: Why do we have to deal with them? Why cannot we deal
direct with Trans-Canada pipe line?

Mr. Tucker: I cannot answer concerning the policy, but the fact is that
the province is already served with natural gas.

Mr. HoskiNGg: Not where we are. Not in Galt or Guelph.

Mr. Tucker: Galt, yes.

Mr. HoskING: I am sorry, I mean in Kitchener, Waterloo or Guelph?

Mr. Tucker: No, but you said Galt.

Mr. HoskinG: I said Galt because we usually group the three together as
they are close; but excluding Galt, the rest do not have any.

Mr. Tucker: I cannot answer your question.

Mr. HoskiNG: May I ask this question of Mr. Schultz. If you are building
this pipe line now to service Toronto, why do you not service some of the
other districts that are on the way of this pipe line? Why does it go exclusively
from the Niagara Peninsula border directly into Toronto. Why can’t I tell
the Guelph Light, Heat and Power Commission that if they contact the Trans-
Canada and run a pipe line from Guelph—possibly serving Kitchener and
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Waterloo directly into your line at Burlington—which is only a matter of 20
some miles—why can’t we get gas out of the pipe line that is going into
Toronto?

Mr. ScauLTZ: I think that is properly a question for Mr. Tucker, but it is
his gas.

Mr. HoskING: But you are building the line? You are building it and you
own it, and you are leasing it to them?

Mr. ScHuLTz: But it is his gas.

Mr. HoskING: But it is your gas and you are eventually going to take it
over? You are making a deal with Consumers Gas. Why not make a deal
with some of the other cities who are as interested in getting gas as Consumers
are?

Mr. ScHULTZ: I cannot speak for the Federal Power Commission, but it is
my understanding they have a certificate for a specific job to bring it to 21—

Mr. HoskiNG: Who is “they”?

Mr. ScHULTZ: Consumer, Niagara and Tennessee.

Mr. HoskING: You mean Consumer Gas have asked for this specifically?

Mr, ScHULTZ: It has been granted.

Mr. HoskinNG: They asked for it and it has been granted. This should
not exclude any of the others asking to join into the pipe line you are building?
This is really serious—the business and industrial part of the dominion of
Canada.

Mr. ScHULTZ: The Consumer went to Washington and fought a battle.
They won that battle, and got some gas, and it is their gas and legally I
cannot answer the question as to what are the rights of other communities,
but it seems to me they have spent their money, and they won a three-year
battle—

Mr. HoskinNG: But we are passing a bill and some of us might be interested
outside the city of Toronto—very interested. All I want to know is what does
the larger population of that industrial area of the province of Ontario have
to do to get gas? You have exclusive rights on this, I presume?

Mr. ScHULTZ: No, if Trans-Canada build their pipe line from Alberta to
eastern Canada, those communities can buy all the gas they want to buy.

Hon. MEMBERS: Hear, hear.

Mr. HoskinG: But at the same time it would be difficult to do this at a
future date and it would be very advantageous to do the things that should be
done now. Now, all I am asking is this: if the proper moves are made to get
extra gas is there anything to prevent those cities that I have mentioned which
are not tied up with other companies from joining in your gas line and getting
gas?

Mr. ScHUuLTZ: If there is other gas available, I do not see any reason why
not.

Mr. HoskiNG: They would be able to get a lease on your line to supply
them?

Mr. ScHULTZ: If there is excess capacity, I do not see any reason why it
should not be worked out.

Mr. HoskIiNG: You say, “If there is excess capacity.” That is not good
enough, Is any thought being given to what their position would be if they
asked for it?

Mr. ScuuLTtz: I think they would have to go back to the Federal Power
Commission to fight a three-year battle, as the Consumers did.

Mr, HosginGg: Have you made a tight agreement? I have seen that point
occur too often. Now is the time to get these things done.
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Mr. Haun: Is there anyone who can legally tell us whether it can be done
or not?

Mr. Tucker: It cannot be done.

Mr. HoskinGg: Why?

Mr. Tucker: Because one has to consider franchise rules and regulations,
and this is an industry that is regulated from beginning to end.

Mr. HoskiNG: Regulated?

Mr. TuckiRr: Yes, regulated from beginning to end. I would not think of
going and selling gas without talking to the Dominion Natural Gas Company.

Mr. CaveErs: You would refuse to go to St. Catharines and sell gas there? -

Mr. TUCKER: Someone is selling there, Dominion.

Mr. Cavers: If Dominion wanted gas from that pipe line, would you give
it to them?

Mr. Tucker: I would give it to them.

Mr. Cavers: If Grimsby wanted gas from this pipe line, would you give
it to them?

Mr. TuckeErR: Have you any personal interest in this?

Mr. Cavers: No, I have no personal interest in it, I do not own shares in a
company or anything. I have only my constituents’ interests. If the Dominion
Natural Gas Company wanted gas for St. Catharines, would you supply them
from this line?

Mr. Tucker: Might I make this explanation, which I think will take care
of your question? The Dominion company have the franchies in Galt and also
in St. Catharines. I would scrupulously agree with them to run their own
franchise. I would not go near them except to offer them what facilities I
might have, and I have already done that. I have already approached the
Dominion company and asked them whether in engineering this line I would
include some space for them. They told me, “No,” that they had other plans.
What they are, I do not know. I did not ask. They said very definitely that
they did not want any gas off my line. The amount of gas that I have bought
in Louisiana, and which the Federal Power Commission has given me per-
mission to bring up here, is that for my own territory plus one around Welland
and Port Union and Niagara Falls.

Mr. HoskinGg: Have you been in correspondence with them?

Mr. Tucker: I saw all those people before I started this.

Mr. HosginGg: Have you correspondence showing that they did not want
the gas?

Mr. Tuckir: I have my ears, that is all.

Mr. HoskING: You have nothing in writing?

Mr. TuckeRr: No.

Mr. Hosking: What if they write and say they do?

Mr. Tucker: They cannot. It is too late. I have the line engineered and
fixed up. The time to say that they wanted it is when I went to Washington.
It took me three years to get a permit out of them, and it has taken a long time
to get the thing in the shape that it is now in. I have worked at it for a long
time. The 1,300,000 people that we serve in the Ontario area will have a
supply of natural gas right here now.

Mr. HoskiNG: Would you answer this?

Mr. Cavers: I think Mr. Tucker wants to finish.

Mr. Tucker: I have got a supply of Louisiana gas and it is right here now
available to us by November 1. Since all that has been going on, the develop-
ment in the west has come through, and it appears that our market is essential
to the build-up of that line for other parts of Canada. We have arranged with
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the people from whom we bought the gas in good faith to take it back when
this is available to us to take its place. I do not know if we can do any more
than that. As for bringing in other customers, we hope we can do it.

Mr. HoskiNGg: Was the supply of gas that you acquired difficult to acquire?

Mr. CoNAcHER: It took three years.

Mr. HoskiNG: The negotiations can still take three years, but what I want
to find out is this. Were they not anxious to have these people in at those
places where there was no gas supply?

Mr. Tucker: I do not know anything about Guelph or St. Catharines.

Mr. Hosking: If there is only so much gas?

Mr. Tucker: I bought what I needed.

Mr. HoskiNnG: Is the U.S. government not anxious to export this gas?

Mr. Tucker: No, you will have quite a time to export gas.

Mr. HosgING: I have one other question that I want to ask then I am
finished. Mr. Chairman, is this pipe line giving them the exclusive right to
build a pipe line, or can anybody else build a pipe line after this one is done?

Mr. TuckER: Yes. This is not the only pipe line that will be built. Trans-
Canada will be up there to build their pipe line very shortly.

Mr. HAarrISON: I think my question might best be addressed to the repre-
sentatives of the Trans-Canada company. I think the original intention of
Trans-Canada was to-build a pipe line to sgry;eeeastern Canada, is that correct,
Mr. Tucker or Mr. Schultz?—"—"

Mr. MILNER: That was the original intention. Western contemplated
building as far as Winnipeg and Mlnneapohs in the ﬁrst place and then coming
on here later R T

Mr. HARRISON It was my understanding that the Western company was
to supply the area around Minneapolis and Trans-Canada eastern Canada. But
since these original plans were laid, I think that the Alberta government
decided that the two companies could better work together. I am interested
in what the thinking of Mr. Milner is in this respect, that the two companies
should have got together. Have you any ideas on that"

Mr. MILNER: It was an obvious thing. I do Tot think there was any force
about it. was rmred_to_as a shotgun weddmg, but I do not think that it
was anything like that. Both parties were in favour of getting together,
because the two projects could be operated together to the benefit of both.

Mr. HarrisoN: Will the Alberta Gas Conservation Board have any sug-
gestions to make to you after the gas leaves the border as to where you sell?
Are you free to sell it anywhere you like?

Mr. TuckER: With the Alberta government, it might be different.

Mr. HARRISON: What would the Alberta government’s position be on that?

Mr. MILNER: They are in favour of the joint scheme, that is to go east and
also to go to Minneapolis if the American permit can be obtained.

Mr. HARRISON: They will insist on supplying both markets?

Mr. MILNER: If it can be done.

Mr. HARRISON: What would be the price of the gate at Winnipeg in this
plan?

Mr. MILNER: We cannot say anything very definite about that. It would be
in the same zone as the gas delivered to Northern Natural at the border, some-
thing in the same order.

Mr. Woobp: The same price?

Mr. MILNER: I could not say that.

——
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Mr. HARRISON: Have you any approximate idea of the price at Winnipeg?

Mr. MiLNER: No. But, the price quoted to Northern Natural is 34 cents at
the border. —

Mr. HarrisoN: Would it be higher or lower in Winnipeg?

Mr. MILNER: We try to keep it around that figure. Winnipeg would be
taking very much less gas, and so there may be some differential.

Mr. HARRISON: Would industrial users in Winnipeg have approximately
the same price as industrial users in Minneapolis?

Mr. MILNER: I cannot tell you that. It just depends how it works out. I
have forgotten what the industrial rate in Minneapolis is. It depends on the
load factor, whether seasonal and many other factors.

Mr. HaRrisoN: It is my understanding that the original commitment of
Northern was to deliver gas at 27-8 cents at the boundary and that they had a
firm commitment to do that.

Mr. MILNER: At one time it was discussed at 28-6.

Mr. HARRISON: Is there going to be any considerable differential to industry
in Canada and the United States? This is a Canadian resource, and we do not
particularly want to have an advantage given to people across the border to
hang us with our own rope as it were.

Mr. MILNER: The amount of gas we would deliver to Northern Natural is a
very small part of the gas distributed by Northern Natural. They distribute at
the present time something like 250 billion a year. We will be giving them in
the initial stage not more than 35 billion.

Mr. HARRISON: Mr. Schultz, a moment or two ago, said they still contem-
plated delivering gas down here at about 45 cents. Would the size of the line
have any effect on that? I imagine it would.

Mr. MiLNER: It depends how loaded the line is.

Mr. HARRISON: Your present line is what size as contemplated?

Mr. MILNER: 36 inches to Winnipeg and 28 inches from Winnipeg east.
That is still subject to consideration.

Mr. HarrisoN: Would there be any advantage as far as the users at this
end are concerned, provided the load required it, if it were a 36 inch line from
Winnipeg east?

Mr. MiLNER: If you could keep it loaded, get it loaded and keep it loaded
in a very short time after construction. But, in a pipe line fixed charges are
very high and if you only use 50 per cent of its capacity for a number of years
you would likely go broke. If there were smaller sizes, it may pay enough on
the smaller sizes that in due course you would be able to duplicate the line.

Mr. HarrisoN: What would be the capacity of the lines running east?

Mr. MiLNER: Five hundred million.

Mr. HARRISON: It is my understanding that at the point when you start to
get over 500 million a day probably a 36 inch line would be a paying proposition,
particularly to the consumers at this end.

Mr. MiLNER: A 36 inch line would bring you to about 800 million; but
with a 36 inch line, over a number of years you are not going to sell over
300 million.

Mr. HArRrisON: What would be the effect then, supposing you got over
that 500 million load and you are going to sell, it may be 650 million or even
700 million; what would be the effect on the consumer at this end if you only
put in a 30 inch line?

Mr. MiLNER: We would do as every other company has done, namely,
begin to loop.

87652—3
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Mr. HARRISON: But if you did that, your capital expenditure would g0 "8

up again, would it not?

Mr. MILNER: Yes, but we would not be carrying an unused capital
expenditure in the meantime.

‘'The CHAIRMAN: Now, Mr. Conacher.

Mr. CoNACHER: There will be brought in, by export, Mr. Tucker, 22 billion
cubic feet to satisfy Toronto’s need; but in the event that the Dominion Gas
Company, at the time you surveyed their problem had then asked you for
2 or 3 more billion cubic feet, you would have tried to get 25 billion to handle
the problem that was now arising?

Mr. TuckeRr: Yes.
Mr. CoNACHER: Thank you.

Mr. HorowacH: I think it is fitting and proper at this moment to com-
pliment these three gentlemen, Mr. Milner, Mr. Schultz and Mr. Tolmie for
appearing here as representatives of a single corporation rather than as two
competitive companies and at the same time to give acknowledgement to all
those who supported the principle of amalgamation in the federal House and
in fairness to one who is not here, the Honourable Mr. Ernest Manning, Premier
of the Province of Alberta, who suggested the merger of the twe-companies.
I would like!to ask a question of Mr. Milner: Will Mr. Milner tell me this:
Are you happy about the deal that has been presented to you by Niagara Gas
Transmission Limited? The reason I ask the question is this: Do the plans,
as called for by them, conflict in any way with the plans of Trans-Canada Pipe
Lines Limited?

Mr. MILNER: No. I think from the point of view of all parties, it is an
excellent deal. We have no criticism of it at all. Of course I hesitate to speak
for Consumer, but I think I can say that for Consumer too, and that if works
out some very serious problems in a way which is satisfactory to all of us.

Mr. HoLowAcH: You mentioned that it was desirable from an economic
standpoint that a western market be found in the middle states for the Trans-
Canada line in order to carry out a threefold objective, namely: a proper return
to the producers in Alberta; the economic feasibility of the line, and to keep
a low cost supply available to the consumers in the eastern market. Do you
anticipate any difficulty in supplying the western U.S.A. market and if so,
from what source?

Mr. MILNER: You mean by the western market, the Minneapolis market?
Mr. HoLOWACH: Yes.

Mr. MILNER: We can begin to supply them with gas the moment the line
is completed and at a very high load factor. They will take gas from us at the
rate of practically 100 million cubic feet per day, day in and day out, throughout
the year. That, of course, would provide us with an amount of revenue in the

~ early years, which would be slow down here where our market for a time is

going to be relatively thin. That Minneapolis market will go a long way to help
carry the load.

Although the maximum sounds small, our engineers tell us that in the
early stages they estimate that sales are going to be small in eastern Canada,
and that the eastern producer will get the benefit of about a dime, 10 cents.
But as years go on and the market builds up the sales in turn, the benefit may
not be so important but it will still be worth something in the order of a
nickel, about a nickel.

Mr. HoLowacH: Naturally the people of Alberta are very concerned about
the line and it being economically feasible. Do you visualize any necessity of
a subsidy from the federal authorities in order to make that possible?
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Mr. MILNER: I do not like to talk about dollars until we have the final
figures, but I do not think so. Certainly none has been asked for and none
promised. It is a great project and many factors are still unknown. For
example, details of the contracts which we may get down here are still very
much in the air. But I hope that this can be put through on a sound basis and
without assistance.

Mr. HoLowacH: One more question. Did not the initial plan of Trans-
Canada Pipe Lines Limited call for a more impressive servicing in eastern
Canada than the one presented by the Niagara Gas people?

Mr. MILNER: I do not quite follow you.

Mr. HoLowacH: Did not the initial plan of Trans-Canada Pipe Lines
Limited so far as servicing the eastern market is concerned—was it not more
comprehensive than the one presented by the Niagara people?

Mr. MiLNER: The difference in this—correct me if I am wrong—originally
Trans-Canada did not contemplate gas being brought into the Toronto area
from across the line. Now the situation has been changed to this extent, and
to this extent only, that American gas is coming in for a short period of time—

~ two years or a little more—and that will enable the Toronto market to be built
- up so that when western gas arrives, it will have a substantial market in

Toronto to walk right into—otherwise it would walk into a bare market.

Mr. HoLowacH: Well, Mr. Milner, did not the initial plans of the Trans-
Canada pipe line call for servicing some of the towns that are not being men-
tioned in the plans of the Niagara Gas people—that is Galt and some other
places?

Mr. MiLNER: Yes, Trans-Canada anticipated serving the same territory,
but probably in a different way. The Niagara line changes our plans to some
extent, but not in the final result.

Mr. HoLowAcH: You do not feel that in accepting the proposition presented
to you by the Niagara Gas people that you were more or less forced to accept
their proposition and you found yourself, so to speak, over a barrel?

Mr. Tucker: I would not say so because certainly a line down here is of
great importance from a national point of view and there is a great market
here. The difference originally as between Trans-Canada and ourselves was
merely on the question of timing. We felt an effort should be made to build
up the Ontario market before western gas arrived so we would have some
market to serve. Trans-Canada thought they would come into a more or less
bare market—that was the point of disagreement. Now, what has been done
by Consumers, and which I hope will be done to some extent by the Union and
the other companies, has resulted in a solution of the difference because the
market is now being built up.

Mr. HoLowAcH: After you receive the charter the next step, I suppose,
will be to get permission from the Alberta government?

Mr. MiLNER: The hearings were concluded last week and I would imagine
that matter will be finished within two_weeks at the outside.

Mr. HorowacH: Do you foresee any technical difficulty which may be
presented by the province of Alberta in the matter of giving the export license?

Mr. MILNER: No.

Mr. HoLowacH: I have directed these questions because I am primarily
concerned with protecting the best interests of the Trans-Canada pipe line,
realizing it will have a tremendous and positive economic effect upon this
country quite apart from its being one of the great engineering feats of this
century.

The CHAIRMAN: Mr. Hamilton?

87652—33%
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Mr. HaminToN: Mr. Chairman, I am just a little perturbed as a result of
some of the questions and answers this morning, as to whether the area east
of Toronto has been dropped out of eastern Canada completely—

SoME HonN. MEMBER: Hear, hear.

Mr. HAmILTON: —and I was just wondering if Mr. Milner can tell us
what thought has been given to the extension of the Trans-Canada line east
of Toronto to serve the Montreal market and the area between Toronto and
Montreal. That is my first question.

N Mr. MiLner: Well, we certainly are very much interested in serving
Montreal and carrying the line through as far as Montreal. We have had
- numerous talks and negotiations with the Quebec *Hydro Commission and
we certainly anticipate going on to Montreal, where there is a very large
potential market. To make it clearer, our project is for what is called eastern
and central Canada. We will go to every place where there is a market to

be served.

Mr. HAmMILTON: Would you say that up to date you have received a sym-
pathetic hearing from the Quebec Hydro?

Mr, MiLNER: Oh, very.

Mr. HAMILTON: Assuming that you reach Toronto within the five-year
period contemplated by the agreement in front of us, have you any idea how |
many more years will elapse before natural gas will be available in Montreal?

Mr. MiLNER: I would like to clear up that five-year point. The agreement

+- mentions five years, but it aso mentions five years from 1st November, 1954,
4 or when western gas arrives here, whichever is the sooner. We certainly
/ qfexpect it to arrive here at the end of 1956. That is really two and a half
years, rather than five. We would hope to proceed immediately to Montreal

as part of-the-general-scheme. ~—

Mr. HaAMILTON: Do you feel you could service both areas with, say, a 30-
inch pipe line?

Mr. MILNER: Yes.

Mr. HAMILTON: Thank you, sir.

The CHAIRMAN: Mr. Palmer has a telegram that he would like to read.

The WitNEsS: Mr. Chairman, earlier this morning I mentioned that this
agreement had been executed by Consumer Gas and Niagara and Trans-
Canada, and that copies were in the hands of the companies for execution.

A few minutes ago I received a telegram from Houston, Texas:

“Have executed contract with Consumers, Niagara and Trans-Canada
received foday. Have mailed executed copies to you. Tennessee Gas
Transmission Company.
N. W. Freeman,
Vice-President.”

Mr. HoskING: Could Mr. Schultz tell me with whom he communicated in
the city of Guelph? Would it be the chairman of the Hydro Electric Power
Commission? I am sorry; should I be asking Mr. Tucker?

Mr. Tucker: I have had no communication with anyone in the city of
Guelph, but I do know that the commissioners of the city of Guelph signed
a letter of intent to purchase natural gas from the Union Gas Company, and
when the Union Gas Company is able through its facilities to serve the city
of Guelph it will do the job.

Mr. NIckLE: There is one question I would like to ask because it is
pertinent to what Mr. Milner said. Mr. Milner made the statement that by
tying in Minneapolis the cost of gas in eastern Canada would be reduced
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during the intial years by about 10 cents per thousand cubic feet, which would
of course amount to many millions of dollars per year. Over the long term
it would probably save about 5 cents per thousand cubic feet. In that con-
nection, Mr. Milner, do you feel that the Minneapolis market could be captured
on an interruptible basis, or should or would a firm commitment of sufficient
gas to amortize the loan from the border to Minneapolis have to be made in
order to ensure the capture of that very vital market to the success of the
Canadian company?

Mr. MILNER: It is quite a distance, about 400 miles to the border.
Mr: NICKLE: Yes.

Mr., MILNER: I would have to give that very careful consideration, because
it depends on the prices for which one can get natural gas elsewhere. There
are possibilities, as you know, in the Williston Basin, although they are not
maturing very rapidly. There are other possibilities. Up to date, of course,
Northern Natural gas short of gas, but it is a scheme that has certainly not
been given any serious consideration.

Mr. NickLE: In the light of developments in the Williston Basin, the
sooner you capture firmly the Minneapolis market the better the prospects
are of making the Canadian market economically sound?

Mr. MILNER: That is correct.

The CHAIRMAN: I think we will adjourn now until 3.30.

AFTERNOON SESSION

The CHAIRMAN: Gentlemen, I think we have a quorum.

Mr. DECORE: Probably, it would be in order, and I will so move, that the
committee print 650 copies in English and 200 copies in French of the minutes
and proceedings and evidence taken in respect to Bills 325 and 389.

Mr. HAHN: I second the motion.

The CHAIRMAN: It has been moved and seconded that 650 copies in English
and 200 copies in French of the minutes and proceedings and evidence in
respect to Bills 325 and 389 be printed. All in favour please signify.

Carried.

The CHAIRMAN: Are there any questions you would like to ask?

Mr. GReeN: During the debates in the House we were told, I think, by
the sponsor of the Niagara Bill that the agreements would be made available
in the committee, and I wonder if we could have a copy of the agreements
between Consumers and Tennessee, and also agreements under which they

contracted for their gas in the United States? I think all the agreements should
be filed with the committee.

Mr. K. B. Palmer, Q.C., counsel for Niagara Gas Transmission Limited, recalled:

The WiTnNESS: Mr. Chairman, I do not think that we have those agreements
available today. We have, of course, a copy of the agreement between Trans-
Canada and Consumers and Niagara. If the committee feels that they want
copies of these other agreements they are public documents and we can get
them, but we cannot get them today.

Mr. GReeN: I think that they should be filed with the committee, Mr.

Chairman, so that we have the whole picture. Is there any objection to doing
that?
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The WiTNESSs: Not on our part.

Mr. GReeN: Would you file them?

The WiTness: Yes, I will undertake, Mr. Chairman, to have copies made
available to you.

Mr. Woob: Mr. Chairman, I was interested in the. remarks of, I think, Mr.
Schultz in regard to the outlay to Minneapolis in which he said they expected
to sell one hundred million cubic feet a day, and also mentioned a figure of
286 cents. 4

Mr. SHULTZ: The figure of 28-6 cents was not mentioned.

Mr. Woop: Could I ask you what size pipe you anticpate building to
Minneapolis?

Mr. ScHULTZ: A 24 inch pipe.

Mr. Woon: What type of market do you anticipate to serve in the United
States?

Mr. ScHuLTz: I think Mr. Milner is better qualified to answer that.

Mr. MiLNER: It would feed into the Northern Natural system. They would
take it and distribute it. Once it was over the border it would be out of our
hands.

Mr. Woobp: It would serve the domestic and commercial market?

Mr. MiLNER: Yes. As I pointed out this morning one hundred million a day.
But, they already distribute about 250 million.

Mr. Woob: The point is that the figure which you gave me this morning
is pretty large in respect to what they expect to deliver in Toronto. Figuring
the size of Minneapolis I thought that the figure was out of line.

Mr. MILNER: It is a question of building up the market, building up the
domestic market. For instance, in the fifth year this contract contemplates
21 and 22 billion, in the Toronto area.

Now then, the Calgary and Edmonton distributing system distribute about
26 or 28 billions. There is lots of room for growth. The population of one
place is 200,000, and in Toronto about 11 millien.

Mr. Woob: What is the population of Minneapolis?

Mr. MiLNER: In the order of around 2 million.

Mr. Woobp: It must have grown pretty fast recently then. Could you tell
me what the price you expect to charge at Minneapolis at the gate would be?

Mr. MILNER: We expect to charge 38 cents, but no agreement has been
made. That is at the border, not at the gate.

Mr. Woop: At what price do you expect to charge Winnipeg consumers?

Mr. MILNER: Somewhere in the same order. The Minneapolis load is very
much more valuable. Winnipeg has a very bad load factor; it goes up like
this, the first year is about 3% billion, and gradually increases to somewhere
around to 10 or 11 billion. There again it is the question of buildup. How
fast you can establish sales not only in existing territory, but in any growing
areas.

Mr. Woop: Why do you say that it will be up and down? Is that on
account of the seasons?

Mr. MILNER: Yes.

Mr. Woob: That is industrial?

Mr. MILNER: No, that is domestic, heating.

Mr. Woop: Do you figure that the Winnipeg price will be higher than
that going into the United States?

Mr. MILNER: No, I think it will be about the same price, giving Wmnlpeg
the benefit.
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Mr. Woop: I was wondering if it was higher there what effect that would
have on eastern consumption down here. Would Toronto be getting a cheaper
price than some of the smaller cities?

- Mr. MILNER: The final analysis always depends on what load you can
build up.

Mr. Woop: Would all the gas directed to Northern Natural Gas Company
which would be serving Minneapolis be available to central Canada providing
there is a larger market here than is at present anticipated?

Mr. MILNER: There has been some talk about that, but it depends on if,
as and when. I would not say that it would not be available. But, we do not
see any shortage of gas in Alberta. The new discoveries are coming in richer,
and it is not a question of whether we can serve the markets down here, but
the question is whether we will not need at a later date another market.

Mr. Woop: You are obligated to the extent that it would not all be
available?

Mr. MiLNER: No. :
Mr. Woop: Providing you had a market here larger than you anticipated

that would be able to take all the Alberta gas would the gas you are delivering
to Minneapolis be available for this market?

Mr. MiLNER: Not immediately. You would have to give them very
substantial notice. If we cut them off they would have to replace that gas,
and Minneapolis would have to find it somewhere in the States.

Mr. Mclvor: What about the price of gas for Fort William?

Mr. MILNER: It would be a little bit higher but not a great deal higher.
We will treat them right if they will buy the gas.

Mr. Cavers: I wonder if you could clear up the matter of the line you

‘will establish from the international boundary in the Nia¥ara River to Toronto? *

'This line is being constructed by whom?

Mr. Scaurtz: It will be built by Trans-Canada Pipe Lines Limited.

lI\‘;Ir. CavERs: And you will have the property and ownership in the line
[itself?
! Mr. ScHuLTz: No. The line is leased to Consumers, with a lease to be
jin effect until such time as the Trans-Canada West-East line is completed
|and we are able to supply Consumers with gas in quality and quantity.
) Mr. CAVERS: This Trans-Canada line will extend from the border to Toronto
on the route which we were advised about this morning?

Mr. ScHULTZ: Yes.

Mr. CavERs: And then you propose to lease the line to the company known
as Niagara Gas Transmission Compnay?

Mr. ScrHuLTz: That is correct.

Mr. CaveErs: And is that lease for a period of five years?

Mr. ScHUuLTZ: For a period of five years or until such time as the west-
east all Canadian pipe line is completed, whichever is the shorter.
Mr. Cavers: You mean whichever is the sooner?

Mr. ScHULTZ: Yes.

Mr. Cavers: Let me ask you this question, because I have not had an
opportunity to go through the whole agreement. Is there anything in the
agreement which provides for an option or a renewal of the lease at the end
of the five year period?

Mr. ScHULTZ: No, there is not. At the end of the five year period if, for
some unforseeable reason Trans-Canada is not built, then Consumers has the
option to purchase that line.
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Mr. CAVERS: ;I‘hat is if the Trans-Canada line is not built?
Mr. ScHULTZ: Yes.

Mr. Cavers: Does that mean beyond a point, or if it is built as far as a
point, or must it be built to Toronto?

Mr. ScHuLTZ: If the Trans-Canada line is built to Toronto and we can
supply Consumers with gas, then the lease arrangement is ended.

Mr. Cavers: I see. Well, then, Mr. Milner said that you assumed that you
would have adequate gas to supply the whole of eastern Canada?

Mr. ScHULTZ: That is correct.

Mr. Cavers: And if you do extend your pipe line to Toronto, you then
will immediately take a section of the pipe line from Toronto across to the
Niagara river? /

Mr. ScHuLTZ: That is right.

Mr. Cavers: And if you do that, then will your company, Trans-Canada,
undertake to provide the intermediate points from Toronto around the lake
and so on to the Niagara river with gas? .

Mr. Scuurtz: Yes, we will. In fact we are contemplating starting
negotiations for firm contracts with those areas immediately.

Mr. Cavers: Now, that brings up another point. Will you undertake to
arrange these contracts with the present companies such as Union Gas, Dominion
Natural Gas Company, Grimsby Gas Company and Guelph Light, Heat and
Power, or will you undertake to arrange for new agreements with the
municipalities concerned?

Mr. ScHULTZ: We cannot invade the marketing area of Union. This is
primarily a gas transmission line and if it has been decided that an area in
question is in the Union marketing area, we would have to negotiate with
Union.

Mr. Cavers: If you were coming into an area contained within a private
gas company’s franchise, you would then of necessity have to deal with them
rather than with any other firm directly?

Mr. ScHULTZ: That is rgiht.

Mr. CaAvERS: So that in the case of Guelph, you would have to deal with
Guelph Light, Heat and Power Company?

Mr. ScHULTZ: If it was within their franchise area we would have to deal
with them.

Mr. Cavers: Or if you came within the franchise area of Dominion Natural
Gas?

Mr. ScHULTZ: We would have to deal with them.

Mr. CAVERS: Or if you came within the franchise area of Grimsby Gas
Company and so on?

Mr. ScHULTZ: Yes, and we would hope to have firm contracts negotiated
within the next two or three months.

Mr. CAVERS: Then, during the period of the lease with Niagara Gas Trans-
mission Company, what rental is agreed upon between yourselves and them
for the use of the pipe line? Is it set out in the agreement?

Mr. ScHULTZ: It is set out but in a very general way. However, the idea
of it is that the rental will be in sufficient amount to take care of the fixed
charges and of the right of way costs and such factors.

Mr. CAVERS: Then, Mr. Schultz, there is one other thing: how do you
propose to erect your pipe line across the Niagara Power Diversion Develop-
ment at Queenston, and across the Welland Ship Cannal? Do you propose to
place your pipe line underneath those projects? .
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Mr. ScHULTZ: I am sure that it would be under them.

Mr. CAVERS: Do you know whether that has been done at the present
time? :

Mr. ScHULTZ: No, I am not familiar enough with it to say.

Mr. CAVERS: You cannot say that it will go under them?

Mr. ScHULTZ: That would be my opinion. But I think perhaps Consumers
would have a much better idea because they have studied it more in detail
than we have. In my case it is just an off-hand opinion but I would say
they would go under.

Mr. CAVERS: As to the Niagara river crossing, there is a new Niagara
power diversion which runs into the Niagara river at Queenston coming down
from Chippawa, and in addition you have the Welland Ship Canal. Do you
know whether any thought has been given to that?

The WITNESS: I am not able to say of my own knowledge, but I think that
the Tennessee engineers have investigated it and I am practically certain that
the route would be under water. I know that we are going under the Niagara
Parks Commission land and under the Niagara river. I think that there would
be no question of our not going under the canal.

Mr. Tucker: I think the Hydro people are making excavations at the very
moment, while there is no water in the canal, and I think it would go underneath
their project.

Mr. CaveErs: You are able to give us assurance now, Mr. Schultz, that when
the Trans-Canada takes over the section of the pipe line running from Toronto
to the international border you will then be able to reverse the process and
provide gas for that area rather than to have it come in from the United States,
with the result that that area would be adequately supplied?

Mr. ScHULTZ: I can say that we will give them more gas than they will be
willing to buy. That is the net of it.

Mr. MclIvor: Is there any doubt of this Trans-Canada pipe line being built?
Mr. ScHULTZ: In my opinion there is no doubt about it at all.

Mr. Mclvor: That is good enough for me. Then there is another thing. I
think we should have another section to this bill because, coming from the lake
head, we want to be sure that it will be an all Canadian pipe line and that
nothing will stop it. Do I understand now that this is a legal document? I ask
you, Mr. MecIlraith, if this document is as legally binding as the bill?

Mr. McILraiTH: That is a question for a lawyer to answer. The incidence
is different. It is just as legally binding, but the incidence is different. I do
not know how far I can go to elaborate on the difference between an agreement
and a bill, and an Act of Parilament.

Mr. Cavers: An agreement only affects the parties.

Mr. McILraITH: The curious thing is that at the moment there is a binding
agreement in existence which binds all these interests, yet there is no Act.

Mr. Haun: I would like to ask Mr. Milner what effect will the loss of the’
proposed Minneapolis market have on the price of gas in Ontario.

Mr. MIWR: We consider that it would be unfortunate but we will go ahead
and build, as I have said, to the east; but it is going to be a very much harder
struggle to get it on a paying basis.

Mr. HAHN: You mentioned something about 10 cents. Would that be the
minimum loss per thousand?

Mr. MiLNER: No. I said that until such time as the eastern market is built
up, it would give us the benefit of about 10 cents.
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Mr. HAHN: Have you any particular hope of building up that eastern
market by sending gas to the city of New York and to the northeastern states?

Mr. MILNER: No.

Mr. HAHN: There is no hope then at this time of marketing that gas in the
United States?

Mr. MiLNER: I would not think so.

Mr. HAHN: Therefore the suggestion that has been carried from time to
time that there would be a reverse flow of gas down the Tennessee line through
the United States has no foundation?

Mr. MILNER: I would not say it has no foundation, but it has none in the
immediate future.

Mr. HauN: Will a 30 inch gas line carry all the gas that is required if we
bring it to eastern Canada under this agreement?

Mr. MiLNeR: I think it will carry more gas than we will be able to sell ]
down here for a long time. 4

Mr. GReeN: I would like to ask Mr. Schultz a question. Mr. Schultz, is this

! present Trans-Canada plan what might be described as an integrated project
] consisting of the project to bring the line to Ontario and Quebec and the other

'project to go to the boundary in order to serve the Minneapolis area?

Mr. ScHuLTZ: It is a combined project, yes.

Mr. GREEN: It is in effect an integrated project?

b Mr. ScHULTZ: Yes.

Mr. GREEN: And was it put before the Alberta Conservation Board on that
basis?

Mr. ScHuLTz: Yes it was.

Mr. GREEN: To what extent does the construction of the all Canadian line !
depend on the Federal Power Commission of the United States giving per-
mission to import the gas at the border in Manitoba?

£ Mr. ScHULTZ: It does not depend on the Federal Power Commission in
‘-k’ any way. It is divided into, you might say, an “A” and “B” project. The “A”
£ is the all Canadian line, and the “B” is the Minneapolis divergence, and there 1
: is no intention on our part to wait for approval from the Federal Power Com- ‘
mission for project “B” before we commence construction of project “A”.

Mr. GReEN: Which project is to be completed first?

Mr. ScHULTZ: That is a difficult question to answer. I can conceive that
if we were given permission by the Transport Board to do both parts that we
could complete them at the same time.

Mr. GReEN: Which are you aiming at building first, the pipe line to eastern
Canada or the one to the American boundary?

Mr. ScauLTZ: The all-Canadian pipe line is my old love, and I think that :

+ is what we are shoofing at first. If we can take advant of the Minneapolis

mam;tg helpful to Trans-Canada for the first three years, but
there is no intention to hold up the building of the Canadian part of this
project for the purpose of getting permission from the Federal Power Com-
mission for the Minneapolis section.

Mr. GREEN: What worries me about the whole position is whether you
are turning this Minneapolis pipe line into the main line, and the one to eastern
Canada into a branch line. I think about 99 per cent of the members of the
House of Commons feel the same way about it, and are worried about the
same thing happening. That is a thing we want to be sure we stop.

Mr. ScuuLTz: I am not a lawyer, but it looks to me as though that is
something over which, if the Trans-Canada wanted to do some such thing,
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we would have no jurisdiction. It seems to me that is a matter for the Transport
Board to tell us what we can do, whether we can build “A” and “B” or “A”
plus “B”.

Mr. GREEN: What, will be the status of the whole plan if the Federal Power
Commission refuses to grant permission to import the gas into the United States?

Mr. ScHULTZ: We would proceed with the building of the all Canadian
pipe line project.

Mr. GREEN: You would go head with the aLl Canadian pipe line project?

Mr. ScHULTZ: Yes.

Mr. GREEN: Are you going to build your second project to the American
border in Manitoba before the Federal Power Commission gives permission
to import gas into the United States?

Mr. ScHULTZ: No sir, we could not do that. We could not finance it.
The insurance companies would not look at it unless all the requisite permits
had been issued, and we could not build a foot of line to the United States
market without having the approval of the Federal Power Commission.

Mr. GREEN: Has there been an application made as yet to the Federal
Power Commission by the Northern Natural Gas Company, or any other
American company for a permit to import this gas to the States?

Mr. MILNER: I have a recollection that there was some sort of an applica-
tion tied on to another application which is more or less dead at the moment,
but I really cannot tell you.

Mr. ScHuLTZ: I think Northern Natural’s attitude would be that if we
made a deal with them they would have to file a new.

Mr. GREEN: They would have to file-a new application with the Federal
Power Commission for permission to import to the United States?

Mr. ScHULTZ: I believe that is correct. They would have to re-apply to
the Federal Power Commission.

Mr. GReEEN: What will happen then if there is a delay in having that
decided by the Federal Power Commission? I ask that because we have on
the west coast already been held up two years by the Federal Power Com-
mission, and also, in the east, on the St. Lawrence seaway project. It would
appear that it depends on how fast the Federal Power Commission works and
it does not seem to work fast, if it doesn’t want to?

Mr. ScHuLTz: It is a very slow body.

Mr. GrReeN: What will be the effect of a delay by the Federal Power
Commission?

Mr. ScuuLTz: This is the reason we broke it into an “A” and “B” project
so there would be no delay in the construction of the all Canadian pipe line.
Another point is this: before this Minneapolis divergence could become a
reality it would have to have the permission of the Minister of Trade and
Commerce to export.

Mr: GREEN: You made application to the Alberta Conservation Board on
the basis of two projects, an integrated project?

Mr. ScHULTZ: One project with an “A” and “B” part.

Mr. GREEN: Yes. Does that mean that the government of Alberta would

dedicate a certain amount of gas to “A” project and another amount of gas
to “B” project?

Mr. ScauLtz: Well, the hearing was completed on Tuesday, and we do
not know in what form the permit will be issued, but we have asked for the
combined projects for 540 million feet of gas. Whether it will come as a lump
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volume or whether it will grant 350 million feet for the all Canadian pipeline and
the balance for the other, I do not know. I do not think we will know until
the permit is actually here.

Mr. GREEN: Suppose the permit from the Alberta government is on these
terms, that a certain amount of gas has to go to Minneapolis and another
amount has to go to eastern Canada—then what happens if you cannot get
into the States?

Mr. ScuuLTz: We go ahead with the all Canadian pipeline.

Mr. GReeN: Yes, but can you get the gas that was designated by the
Alberta government for Minneapolis to eastern Canada.

Mr. ScHuLTZ: No, but from the very beginning in our application to the
Alberta Conservation Board, we asked for 350 million feet for the all Canadian
pipeline. We think that will get the pipeline started, and presumably if this
permit came from Alberta breaking it down into gas dedicated in two separate
parts instead of a lump sum, presumably they would give us enough for the
all Canadian pipeline project. '

Mr. GREeN: In that eventuality, if you cannot get permission to go into
the States, you would ignore the amount that was allotted to the “B” project
and go ahead with the Trans-Canada?

Mr. ScuurTz: I would not want to say that we would ignore it, but we
certainly would not hold up the construction of the all Canadian pipeline
project because of an inability to get into the Minneapolis market.

Mr. GREEN: And you have no intention of moving towards the boundary
from Winnipeg until there is a permit granted by the Commission?

Mr. ScHurTz: I think that is a fair statement. Northern Natural would
not be willing to lay a line from their Minneapolis area to the Canadian border—
which is a matter of 350 miles and involves an expenditure in the neighbour-
hood of $20 million—until they had a permit, and we certainly would not
spend the $2 million or $3 million—more than that, $5 million—to lay the
60 miles of line we would have to lay until they were ready to meet us
at the border.

Mr. GREEN: You said this morning that the line to Minneapolis would help
the eastern line only during the building, is that correct?

Mr. ScHULTZ: I believe I said that, and I think I should correct it, because
our engineers—I did not realize this until I talked to Mr. Milner at lupch
time—but after I left Calgary last week they did work on this thing in view
of the Alberta application we had pending, and it is my understanding from
Mr. Milner that there is a permanent effect that helps Eastern Canada. There
is a permanent help to the price we will have to have here.

Mr. GREEN: That information you got from Mr. Milner?

Mr. ScHULTZ: Yes, and he got it from the Trans-Canada engineers.

Mr. GREEN: Then it is clear that, should the Alberta government dedicate
a certain amount of gas to the Minneapolis project, that gas is lost to the
eastern Canadians?

Mr. ScruLTZ: I would not say that it is lost.

Mr. GReEEN: Close to it.

Mr. ScHULTZ: There is so much gas out there that it will be a question
where the market is going to come from. During the last week there have
been two very important discoveries and I'think that for the first time the
Conservation Board out there realizes the enormous job they have of marketing
their gas. I am convinced that we will be able to get all the gas from
Alberta and Saskatchewan that we need to furnish this eastern Canad?an
market, and we have a good idea of what this eastern Canadian market is going




RAILWAYS, CANALS AND TELEGRAPH LINES 65

to build up to in the next ten years. If we could only count on the 350 million
feet that we have asked for, that would not be a very good prOJect but we
have so much faith in what is going to happen to the gas reserves in Alberta
and Saskatchewan and we know what the market is in the east, and there will
be almost unlimited gas available to satisfy this market.

Mr. GREEN: In other words, do you think that if the Alberta government
should take the position at the present time that they will only dedicate 350
to the eastern Canadian markets, before very long there will be so much gas
they will have to dedicate more or you will get more from Saskatchewan.

Mr. ScHULTZ: Absolutely.

Mr. GREEN: How much gas have you in mind as requirements for eastern
Canada? You start with 350. What do you think that will amount to eventually?

Mr. SCHULTZ: As we say, we thlnk ‘we can see a demand for a billion a
day in ten years. aip

- Mr. GREEN: A billion a day in ten years?

Mr. ScHULTZ: Say from the tenth to the twentieth year.

Mr. GREEN: That is over what you have at the moment, the 350 million?
Mr. ScHULTZ: Yes.

Mr. GREEN: If that is what you foresee, why_do you not build a 36-inch
or 34-inch pipe line to eastern Canada instead-ef-a~30-inch?

Mr. ScHULTZ: Because for the first ten years there would be an unused!
portion of your capacity in the 36-inch pipe line. ‘A part of the capacity of
a 36-inch pipe line would be unused; and you would be paying for somethin
and not using it. It is better business to build an economic project and the
as more gas becomes available to us in Alberta to start looping. By looping
we would obtain a safety factor that we could nét have with a 36-inch line.
With two 30-inch lines in the eastern area, if something happens to one we do
not interrupt the service, and it makes a much more economic project.

Mr. GREEN: A loop line is much more expenswe than one larger line?

Mr; ScHULTZ: I thmk that is fa1r but if you have a 36-inch line that you
do not use for ten years and you pay for half of it without ever having used it,
you might as well use that money to build your loops as you need them.

Mr. GREEN: Both you and Mr. Milner said that a 30-inch line to eastern
Canada is economical and that you will not need any assistance other than the
ordinary assistance given to other companies. So on a 30-inch line you are
clear. What about on a 36-inch line? What is the difference in cost? Give

us the figures for a 34-inch line and a 36-inch line, as compared with the
30-inch.

Mr. ScHuLTZ: That is a real compliment, but I cannot do it, because
I do not have the figures in my mind. ' There is certainly a difference in cost,
but the amount of gas to be dedicated to us is a factor, because the insurance
companies when they put up this money, as a rule of thumb want to see a
trillion feet of gas for every 100 million feet through. That rule of thumb
more or less guarantees a full life of the pipe line deliverability. We can make
the deliverability for the 30-inch pipe line and have an economic project, but

if you get something bigger, there is not a trillion feet of gas in Alberta today
to dedicate to it.

Mr. GREEN: You are expecting to get a lot more dedicated to you?

¥ i Mr. ScHuLTZ: But the bankers do not go much on what you expect. They
insist on firm contracts. I can expect that there will be enough gas in Alberta

to supply five or six pipe lines, but they would not give us very much money
on my expectancy.
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!l- Mr. GREEN: What is the difference between a 34-inch pipe line and a
| 36-inch pipe line?
§ Mr. ScuHuLTZ: I would say that a 34-inch pipe hne would carry 700 million
| cubic feet a day.

Mr. GREEN: I understand that, because of the terrain through which
the pipe line would go, a 34-inch pipe line might be very much more
advantageous than a 36-inch pipe line?

Mr. ScHULTZ: As far as I am personally concerned. There has never
beep a 3"6—inch pipe line built. There were some 34-inch pipe lines built in
Ca}hforma primarily. If I had to make a choice at this moment to build 1,200
miles of something that has never been built before or developing what is
already built, I would prefer the 34-inch pipe line.

Mr. GREEN: You cannot give me an estimate of the difference of the cost?

Mr. ScauLTZ: Not from memory.

'Mr. GREEN: Is it right to say that a 34-inch pipe line would mean cheaper
gas in eastern Canada and a higher price to the producer?

Mr. ScHULTZ: Not necessarily. If you- could operate a 34-inch pipe line
and pad unlimited gas in Alberta and could operate at full capacity, I would
say it would be cheaper gas in eastern Canada, but if you have a limited
amqunt of gas in Alberta to put through and a limited demand here for it
obviously during the years when you are building up the gas will cost you more.

Mr. GReeEN: During the years when you are building up?

Mr. ScHULTZ: Yes.
Mr. GREEN: How many years do you expect the build-up to take?
Mr. ScHuLTz: I think we will have gas available for the next fifteen years

Mr. GREEN: What do you call a bulid-up?
Mr. ScHULTZ: To see the 30-inch pipe line operated at full capacity?
Mr. GREEN: Yes.

Mr. ScHuLTZ: Well, our engineers—and they have been accused of being
optimistic—feel, and it is my feeling, that in five or six years we will see it

9 operating to full capacity.

»—- Mr. GREEN Do you believe that your original plan for a pipe line, without

‘branches to the United States, would be an economic proposition?
Mr. ScHULTZ: Yes.

Mr. ScHULTZ: Not-si as _here three years ago.

» > .

Mr. HoskiNGg: What size of line do you propose to build to Winnipeg?

Mr. ScHuLTZ: We have applied for a 36-inch line, but we told the Conser-
vation Board that when we have the final engineering done we may want to
come back and alter that to 34. We were going to investigate whether a 36-inch
pipe line can be built.

Mr. HoskIinG: What size of line do you propose to build to Minneapolis.

Mr. SCHULTZ: 24.
Mr. HoskING: What size of line do you propose to build to eastern Canada?

Mr. ScHULTZ: 30.

Mr. HoskinGg: Will you increase the pressures in the 30 and 24, because
they are much larger than the capacity of the 36?

Mr. ScHuLTzZ: No, the line from Alberta to Winnipeg will be one line, and
then it will have a 24-inch to the border and a 30-inch coming on to the east.

ﬁ g Mr. GREEN: You have not changed your mind about that?
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Mr. HoskinGg: Quite true. But, the capacity of a 36 inch line is, using
figures of comparison, 13, and a 30 inch line is 9, and a 20 inch line is 4, so that
if you have a 36 inch line coming to Winnipeg and a 30 inch line to eastern
Canada you could not supply more than a 20 inch line down to the States unless
you are going to put in thicker pipes and increase the pressure, but assuming
you are using the same pressure the space of the 20 inch and 30 inch equals
a 36 inch line. I do not intend to try to discourage this project, I want to
encourage it.

Mr. ScHuLTZ: I am not an engineer, but I would think that a 20 inch line
would take about 110 million feet a day, and a 36 inch would take about
800 million feet a day and a 30 inch about 540 million feet a day.

Mr. HopngsoN: The areas of the pipes are in the ratio of 13, 9 and 4. You
might have a friction loss.

Mr. ScHULTZ: Apparently the friction loss causes the difference.

Mr. HoskinGg: The thing that all of us are interested in particularly from
Winnipeg east is that there is no danger of this branch line to Minneapolis—
because you have told us previously it was a good market—getting more gas
than we would once we need it and want it. You said that might be five years
away. Five years is not a very long time.

Mr. ScHULTZ: There are two safeguards. We have to have an export
permit for all gas that goes to the United States, and also have to have the
approval of the Transport Board before we can export any gas from Alberta.
In other words, once we have a certificate from the Transport Board as I
visualize it—and remember I am not well versed—but I am assuming when
we get a permit from the Board it will be for a specific number of million
feet. I am assuming that the permit will be to move a certain number of
million feet per day, and if we are able to get additional increments of gas
from Alberta they would be subject to further hearings before the Transport
Board before we could use them. =

Mr. HoskING: What would the Transport Board’s position be if the
Minneapolis market, which as' you said was desirable because it is a steady
load and not a heating load with large consumption in winter and less con-
sumption in summer, what would their position be if Minneapolis Co., should
draw off more than we wanted to see them have in five years time?

Mr. ScHuLTZz: That is an awfully hard question for me to answer.

Mr. HoskinGg: I think that most members in the committee and most
Canadians would want to make especially certain that once Canada is developed
to the stage that it can use all the gas that we can get through those 30 inch
lines that it will come to us and will not be drained off to Minneapolis. Every
company has to make money; if your company could not make money they
never would build the line. But, this is something we should know. Is there
anyone from the Transport Board, Mr. Chairman?

The CHAIRMAN: I think not.

Mr. HoskiNG: Is there anyone who can give us a statement of what
opposition would be five years from now to this pipe line?

The CHAIRMAN: I think that has been explained to you by the witness.

Mr. HoskiNG: No. He does not say whether the Transport Board can cut
off an agreement with the Minneapolis market.

Mr. ScHuLTZ: I just do not know.

Mr. NickLE: Following up the line of questioning with Mr. Schultz,
there is a matter of availability of gas from western Canada and there was a
statement that the approximate volume of gas required to service eastern
Canada alone in the next 20 years is about 3500 billion cubic feet.
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Mr. ScHuLTZ: Not to service. That would make an economical project,
3% trillion feet, but we would hope as additional gas is found in Alberta in
excess of Alberta’s requirements, that we would be able to get increasing
increments.

Mr. NickrE: You estimate that at the end of 10 years’ operation you
might be able to sell one billion cubic feet a day which would be 365
billion feet a year. Now, if we assume that figure as your cap, we would
then require for the tenth or twentieth year, roughly 3.6 trillion feet. Is that
right? ;

Mr. ScHuLTZ: No. It would mean about 10 trillion feet to make the total
project.

Mr. N1cKLE: You expect to use over the first 20 years of operation of the
pipe line for the eastern Canadian market alone just how much gas; how much
can you sell in eastern Canada for the first ten years of operation?

Mr. ScHULTZ: We have never figured it that way. But, we can make the
project stand on its feet with 350 billion feet a day. As gas is found in
Alberta in excess of the province’s requirements we would hope to get addi-
tional increments. That is not saying that we will be able to get from Alberta
all the gas that we can use to build this market area.

Mr. HoskING: You say that 3% trillion would make the line economical to
eastern Canada. So far as Minneapolis is concerned the present commitments
would be approximately 100 million feet of gas a day or 36 billion a year,
which over 20 years assuming there is no greater sale than that would account
for only about 750 billion feet of gas. That is your understanding?

Mr. ScHULTZ: Yes.

Mr. NickLE: Well now, in Alberta the Conservation Board concluded that
the actual growth or increase in proved net gas reserves in one 18 month
period which ended last June 30 was 4700 billion cubic feet of gas.

Mr. ScHULTZ: I do not recall the statement.

Mr. NickLE: That is in the board’s report.

Mr. ScHULTZ: 4-7 trillion was given as the growth in 18 months.

Mr. NickLE: In your own testimony before the Alberta Board in recent
days I believe it was indicated that since last June 30 there have been proved
in Alberta another 2,000 trillion cubic feet of gas reserves?

Mr. ScHULTZ: Yes.

Mr. NickLE: During the same period just over two years, 1952-54, taking
in Alberta’s proven reserves plus reserves found in the same period in Calgary
possibly, and southern Saskatchewan, we have proven reserves for western
Canada exceeding 8,000 billion cubic feet, or 4,000 billion cubic feet a year.
Now I believe, and I am sure you do, but I would like to hear your comments,
that provided that continues, the rate of gas reserve growth will continue at
least within the current rate of 4,000 billion cubic feet per year.

Mr. ScHULTZ: I would hesitate to use that marginal figure, but I would
think that the discovery of gas reserves is going to continue upward.

Mr. NickKLE: That is a good answer and that is the kind of answer I am glad
to have from you. But I am trying to get back to the deduction of from 36 to
50 billion cubic feet a year for a specific American market, be it the Minneapolis
or any other American market; we would actually be deducting but a very
small percentage of the volume of new gas reserves being proved up in
western Canada, so therefore there is actually no danger to eastern Canada or
to western Canada or to any other part of Canada, no danger of any sort of
western Canada running short of gas by diverting a portion of its existing
reserves to American markets or in improving the economics of various west
coast or trans-Canada projects.
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Mr. SCHULTZ: That is the least of our worries. The availability of gas is
increasing at a colossal rate; and as you say, this amount of reserves is
infinitesimal in comparison with the total available reserves in western
Canada. 4 ;

Mr. NickLE: Coming now to another point leading from that to the question
of the line east of Winnipeg, to eastern Canada: The present plan is for a 30
inch line east of Winnipeg. Suppose an American market were to be tied on
at the eastern end of this pipe line, either by sale of gas to Tennessee Trans-
mission Company at Niagara or to the Panhandle Eastern at Windsor: would
you not obtain during the early years of operation of this pipe line a sufficient
load factor and total volume of through-put to justify a 36 inch or a 34 inch
line rather than a 30 inch line east from Winnipeg? f

Mr. ScHULTZ: No, I do not think so. Our valuation of what the Tennessee
can afford to pay the company for gas is in their present level. They may
have a different idea, but we say we see them having gas available at Buffalo
for around 31 to 32 cents, in that range; and if this pipe line can sell gas for
31 or 32 cents, then it would mean that the interruptible industrial demand in
eastern Canada would take over the whole thing.

Mr. NI1ckLE: It has been suggested I believe in print that Tennessee Trans-
mission is actually prepared to start off paying 38 to 39 cents; that is taking it
out of the territory. of the consumer load, and taking it to eastern Canada.

Mr. ScHULTZ: We heard what we thought was just talk regarding that 38
cent price, but we have gone back and made a complete study of it and if our
figures are correct, that their present price is 31 cents, then there would be no
reason for them to pay us 36 or 38 cents.

Mr. NickLE: Has Trans-Canada had any discussion recently with Ten-
nessee Transmission as to a reverse flow or movement of gas into their system
through Niagara?

Mr. ScHULTZ: I think that Mr. Milner has had some conversation with
them but I do not know if that point was raised.

Mr. NickLE: I wonder if Mr. Milner would have ahything to add to the
question? -

Mr. MILNER: I had a great many talks with the Tennessee people but they
never really produced anything. Tennessee’s position is not very clear even
to themselves and I would not think that any definite decision could be obtained
from them for some time as to what they could do both as to dump-loading and
a firm supply. As a matter of fact, on the other hand, the Minneapolis situation
is perfectly clear. All you have to do is to build the line and turn the tap and
the gas will flow. And in addition to the reasons which Mr. Schultz has given,
we feel very strongly that a bird in the hand at the moment is very much
more valuable than a bird which may not hatch for quite a considerable time,
and that we should get along with this job as rapidly as possible. We want a
market immediately to tie up to markets that are there and available.

Mr. N1ckKLE: Such as Minneapolis?

Mr. M{_I_.ﬁgER: Yes, where we can gb down and make a contract with them
at any time as soon as we get the permits and get busy.

Mr. NicKLE: Summarizing your answers to, some of the questions I asked
earlier today and again now: The Trans-Canada project from the answers
which I have received seems to be this way: it is in the best interests to
advance the Trans-Canada Pipe Line system for the following reasons: 1. to
build up a market in advance of a high price level as fast as possible and before
the delivery of Canadian gas into eastern Canada; 2. to improve greatly the
economics by capturing the mid-west United States market; and 3.—I would
like your agreement on these three points—that the problem is not one of a

87652—4
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shortage of gas for export from Canada but rather of where in the dickens are

we going to market a rapidly growing surplus which, before the line would
be completed to eastern Canada, would provide us with enough additional gas
to service one or two more major pipe lines somewhere else. Are you in
agreement with those three statements I have made?

Mr. ScauLTz: I will say, generally speaking, that I am, although I do not
want to leave the idea that we cannot go ahead with an alternative pipe line
if the Minneapolis market is denied to us, because I am of the firm opinion
that we can build an alternative pipe line without Minneapolis. I agree that
it would ease the way in helping out the national picture, but I do not think
we are dependent on it.

Mr. N1cKLE: You are in agreement with these three statements, Mr. Milner?
Mr. MiLNER: Yes. I think those are fair statements.

Mr. NickLE: The only other thing I have to ask any questions about is
this: I am really curious as to the capital stock of the company which I find
is 10 million of common shares with a par value of $1 each; and 1 million of
preferred shares with a par value of $50 each, plus the bond issue. As I under-
stand it from press reports and the evidence before the Conservation Board in
Alberta, it is the intention to raise approximately $297 million which would
not include the gathering system in Alberta, of course, which is taken care
of by another company; and of that money, $36 million woéuld come from the
sale of those preferred shares, and $36 million from the common shares and
the bond issue. Could you give us any information as to the probable distri-
bution of the common shares and preferred shares of the company when the
financing is done?

Mr. MILNER: No, I cannot give you anything firm at the moment. As
you will understand, it is pretty difficult to set up your financial structure until
you have crossed your t’s and dotted your i’s; and of course, as you all know,
the fashion in securities changes very rapidly. Sometimes they want to sell
debentures with or without convertible features, and sometimes they want
to sell preferred with or without convertible features and so on.

We are anxious in getting this bill through. We are asking for the passage
of this bill. In the first place the capital provided by the original Act is
obviously now inadequate, and secondly, we want some degree of flexibility
so that when it does come to the question of laying down our books we will
have some freedom of movement. This amount is absolutely essential, as
you know. Quite obviously any chartered company or joint stock company
would merely have to file amended by-laws and get an increased capitalization.

Just what use we are going to make of it we do not know and I do not

~ think there is any financial man in the country who could tell us about the
'  distribution of the common stock. Naturally it would have-to-be-marketed.

We will do everything we can to see that as much of it is distributed.in-Canada
| as the Canadian public will take. But™“beyond—that-i#—is pretty hard. to say
{ anything. Rt
i Mr. NickLE: There will be a public issue, you would expect?

Mr. MILNER: Yes.

Mr. NickLE: Of some portion of the common stock in Canada?

Mr. MILNER: Yes. . e

= Mr. BeLL: I would just like to ask Mr. Milner one question. When you
were speaking this morning about the financing of this project you said you
probably would not want to ask the government to guarantee the bonds, but
you did put a reservation on your statement that it might be necessary to
ask for subsidies or concessions that similar companies in the industry have
asked for?
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Mr. MILNER: No, that was Mr. Schultz. What he was referring to, of
course, are “the concessions which are given to the gold mines and which were
given to the oil pipe lines concerning sales tax and excise taxes.

Mr. BELL: Then we can assure ourselves that as far as you know, and I
apprec1ate it has to be flexible, th there will not be any actual-drain on the
taxpayer in Canada"

Mr. MILNER: Yes, but where the. camtal will come from I do not know,
and no one else does.

Mr. JAMES: When do you expect to start the Niagara pipe line?

Mr. MILNER: As soon as this bill is passed. That job has to be finished
up first, and then we have to go to the Transport Board and get various
other permits, but we want to get under way at the earliest possible moment.
You know that the construction season in this country is not very long.

Mr. JAMES: When do you hope to start the Trans-Canada pipe line?

Mr. MILNER: As soon as we can get the permits. It certainly will not be
later than next spring, and perhaps before.

Mr. JAMES: Do you mean 1954 or 1955?

Mr. MILNER: 1955. If we get started in 1955, we anticipate completion
by 1956.

Mr. Decore: I would like to ask Mr. Schultz one question. I am not
sure yet as to what benefit the diversion of this 100 million feet a day to
Minneapolis would be to Trans-Canada or to the Consumer in eastern Canada?
What would be the benefit to Trans-Canada and to the Consumer?

Mr. ScHULTZ: An immediate market.

The CHAIRMAN: And lower costs.

Mr. ScHuLTZ: In the long run it would be lower cosj gas to eastern Canada.
The more gas we transmit and the higher note factor, the cheaper the cost
of putting through the line. .

Mr. DEcore: Could you explain to me the suggestion that was made that
that there would be a 10 cent benefit over a period of three years?

Mr. MILNER: First of all, we get a real revenue in the first year of construc-
tion. That is, the year before we reach eastern Canada we have revenue
coming in which is a very considerable help. Then we get a good price—an
extremely good price—for the gas; or at least we hope to. That will be used
in part for reducing the price down here. In other words, suppose it is this
way: If we build a line to Winnipeg and Minneapolis only, and we could
sell gas there and if we carried the burden of the line at 28 cents, and we
could sell to that part west of the line at 33 or 34 cents there is obviously
quite a spread there that can be applied to general purposes.

Mr. DEcore: What you are trying to say is that the diversion of this cost
to Minneapolis would be a benefit of 10 cents over a period of time?

Mr. MILNER: In the early stages it would be 10 cents and later on it would
be about 5 cents, a nickel.

Mr. DEcORE: For what length of tlme'?

Mr. MiLNER: As the load increased the value of that would decrease, but
in the early stages we would get great value from it.

Mr. DEcore: How did you arrive at 10 cents and 5 cents?

Mr. MiLNER: I arrived at those figures—I have not seen them—but I got
them on the fe|ephone from the engineers, and I think myself they are accurate.
It is a matter of working this thing out. You can realize that if we built a line
to Winnipeg—30, 34 or 36 miles—then we have to stop for a season, and
continue next year before going on to Toronto, and if we only have the sale
of that year—Ilet us look at it another way—the sale during that year when
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we were building east from Winnipeg, we would only have the revenue from
the sale of 3 billion cubic feet. That is very different from getting the revenue
from an additional 36 billion.

Mr. DECORE: Therefore, for the first year we have a substantial revenue?

Mr. MiLNER: Yes, which we would not have at all otherwise. It would
be more in The second year, and more in the third and fourth and so on.
I am not a mathematician, I cannot figure it out for you.

Mr. Decore: Instead of a diversion of a 100 million feet a day to the
Minneapolis market, suppose it was double that amount, would there be any
corresponding increase of benefit?

Mr. MiLNER: Certainly there would be.

Mr. DECORE: How much?” .

Mr. MILNER: Just double. A

Mr. DECORE: And if it was four times as much?

Mr. MI‘I:;IER: Four times as much. :

Mr. DEcorE: And then it will ‘be nothing eventually, is that what you are
trying to tell us? ;

Mr. MiLNER: No. You see, the 100 million a day checks with perhaps 10
million a day as far as Winnipeg, then when you get 300 million a day in eastern
Canada, and 100 million from Minneapolis the whole situation is reversed. The
Minneapolis supply is one-quarter of the market whereas in the early stages it
supplied 90 per cent. Relatively it becomes less valuable as the years go on in
terms of relative value.

Mr. DEcORE: How long does that continue?

Mr. MiLNER: Three of four years, anyway. -

Mr. DEcore: - Eventually the consumer in eastern Canada will have the
benefit of about 5 cents per thousand?

L Mr. MILNER: Absolutely. It may mean the difference between a fairly
sound proposition and one that is very difficult to operate.

Mr. DECORE: You said that at the start it would be 10 cents, and eventually
it would go to 5 cents?

Mr. MILNER: Yes, and eventually it may go down to one cent as the years
go on, because it becomes less valuable. :

Mr. DECORE: How many years in your opinion?

Mr. MiLNER: I don’t know, but when we sell 500 million down here a day,
you can see that the effect is not nearly so great.

The CHAIRMAN: Carried. s

Mr. BARNETT: I would like to ask one question in connection with section 11
of this agreement. That section, as you will notice, deals with the agreement
of Tennessee to a cancellation of their contract. I have been wondering under
just what circumstances—and shall I put it this way—on what condition
Tennessee has been willing to act so readily in the cancellation of a 20 year
contract to supply gas to the Canadian market?

Mr. MILNER: I have no squawk with Tennessee, but I think Mr. Palmer
could answer that.

The WiTNESS: The matter has been fully canvassed by Tennessee, and they
have come to the conclusion—I think I am stating their position accurately—
that for two reasons they are prepared to agree to this cancellation. The first
is that they are partners in the Niagara project, and they own 35 per cent of
the stock, and are fully seized of the importance, from the Canadian point of
view, of an all Canada line, and are willing to cooperate in making such a line
possible. The second reason is, I think, that they feel they will have no difficulty
themselves in disposing of the gas that is covered by our existing contracts.
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By Mr. Barnett:

Q. Can you give me any indication in what direction they would anticipate
disposing of that additional amount of gas in other markets?—A. I cannot tell
but they have a tremendous distribution system throughout the United States,
and it would be, I think, perhaps the New England market or somewhere along
the line from the gulf, but I do not know.

Q. Do you think that the factor of a possible distribution in the Pacific
northwest would enter into it in any way?—A. By Tennessee?

Q. Yes—A. I have never heard that discussed by them or with them.

Q. You do not think there is any possible connection between their willing-
ness to enter into this agreement and any plan to divert gas from that area
in the States?—A. As far as I know, there is none. Tennessee has been: a
partner in this venture from its inception and has been very cooperative in
doing everything possible in the early days to assist Consumers in negotiating
for the procurement of the United States gas, and since the development of
the Alberta reserves and the launching of the Trans-Canada project has been
equally cooperative in saying to Consumers and to us that they will do nothing
at all to interfere with the building of the Canadian line. They see the
importance of it from a national point of view, from our national point of
view, and they will cooperate in every way by procuring the cancellation
of our gas purchase contracts and taking them off our hands. I have heard
nothing in any of the discussions on which I have sat in that has given me
any indication that they had any ulterior motive in adopting that idea. If
they take the contract off our hands, they presumably would try to sell the
gas. They would have to go back to the Federal Power Commission for a
permit, but as far as those cancellations are concerned—I think I am safe in
saying—at least as far as my own knowledge goes, it is not part of a pattern;
- it is purely an act of cooperation.

Q. You can readily understand that the question of this delay by the
Federal Power Commission in the United States in regard to the question of
gas in the northwest has already been raised by some of the other western
members, and I think it is an important consideration for those who come
from the west.—A. I should say that I cannot speak for Tennessee. I do
not know their plans or what they have in contemplation for the next ten
years or anything of that sort. All I can say is that I personally am quite

satisfied that in making this agreement they did so with no ulterior motive that
is known to us.

Mr. BARNETT: There are one or two other questions that I would like
to ask while I am on my feet. Many references have been made to the question
of a build-up of a market in eastern Canada for natural gas. I assume that
that in large part will be not the actual creation of a new market for heating
power but the replacement of existing fuels in use. I wonder if possibly Mr.
Milner, if he is the correct person to answer such questions, can give the
committee any indication as to what he expects would be the differential
advantage in heating power cost in supplying it by natural gas as compared
with other sources such as electricity and coal?

Mr. MILNER Of course, I could make quite a long speech on that, but very
briefly the populatlon down here is growing rapidly, as you know. New areas
are 'being built up, new industries are being set up, and I would think that
in these new areas and in the case of new industries we would take a great
bulk of the business. When you turn to the other fuels, I would think that, so
far as competition with domestic coal is concerned, we would go ahead very
rapidly. On the oil competition we will not go so rapidly, but we will make
progress. The advantages of gas over any other fuel are so very great from
- a convenience point of view that you will have a good selling proposition as
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long as your prices are not too much out of line, but to draw a pattern and
say, “We are going to get so much this year and so much in another year,” and
so on, is rather difficult, because it depends on the activity of distributing
companies in the various areas. They, I have no doubt, will force the sale of
gas to the utmost of their ability, but selling gas is like selling a shirt.
Unless the boys know it is the best shirt they can buy at the cheapest price they
are not likely to buy it. It is just a matter of salesmanship. I myself think
that we may be surprised at the progress we make in finding a market here.
Then again we may be surprised the other way.

Mr. BARNETT: Could you give us any indication, as to what range you
may expect, say, in the Montreal market, when you reach there, that is, the
difference in terms of BTU’S., or in any terms of comparison with the present
system? 3

Mr. MILNER: I cannot tell you that, but you must remember that in
Montreal tﬁ'e‘y already have 240,000 meters through which they are selling
artificial gas at half the heat value of natural gas. That gives you an inlet
immediately in that market. In Toronto, I think, they have something like
120,000 meters. That is a slightly different situation from where you have
to go in cold and have to contact new people. These people are already
accustomed to the use of gas and like it. If you can supply them with gas
of twice the value at much lower cost, I think you will make rapid progress,
but to draw a pattern and say that you can sell gas at so much less than oil
and so much less than coal is difficult, particularly as in the past few months
the price of oil has been varying fantastically. We face a problem, but I have
no doubt that we will be successful. I am agraid it is a poor answer, but this
is a situation where you cannot do anything about it.

Mr. HoskinG: Would the 36-inch pipe line to eastern Canada reach its
capacity in five. years? In other words it is not too long-range a policy that
you have at the present time, that you think you will have to build another
line to supplement the 30-inch line. From the standpoint of the company,
I can quite visualize the requirement that you have there, that it would give
you five years to make money with that 30-inch line and then you would have
money, as you said, to build another line.

Mr. HARRISON: From the standpoint of the consumers though would not
the consumer benefit more immediately because you would have the capital
costs of the extra lines? Would not the consumer benefit more immediately
if you build a bigger line in the first place?

Mr. ScHULTZ: In my opinion no, because of the limited amount of gas
available to us from western Canada from the permits we expect to get from
the Alberta Conservation Board. The larger the diameter of the pipe line,
the greater you can put through it at cheaper cost, but if you have a large
diameter line and cannot operate at full capacity, then your unit cost will go up.

Mr. HARRISON: There have been a lot of figures given as to servicing of
the eastern market and I am thinking of the market down at this end because
it is important. There have been quite a lot of analyses made by very com-
petent analysts as to what the market in central Canada might be. I am of
the understanding that if there is a certain market available, such as the
Ontario Hydro Commission or the Polymer Corporation which I understand
is a tough outfit to sell to, that it would be possible to capture their market
if the price ran in the neighbourhood of 37 cents. Do you envisage a possibility
of delivery at anything like that price here?

Mr. ScHurLTz: I think we will have some grades of gas that would possibly
sell at that price which would be seller’s option gas, but we have never included
the Ontario Hydro in our picture because of the extremely low cost coal that
they are able to get.
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Mr. Harrison: Would not that be a éompetitive figure, around 37 cents?

Mr. ScauLtz: I do not think so. The figure we have heard was in the
range of 32 cents.

Mr. HARRISON: Another question, following on what Mr. Wood asked
you: I am rather interested in the comparative costs of gas in this country
and in the United States, and the reflection that might make on industries on
either side of the border in their production costs. This gas that is delivered
to Minneapolis is to be turned over to Northern Natural Gas I understand,
and would that give them such a supply that they could increase their off
peak deliveries to the industrial users?

Mr. ScHuLTz: I do not know enough about their system to intellegently
answer your question. But, if we are successful in selling this it will be less
than 7 per cent of the total gas they handle daily. It would be just a small
part. I do not know what effect it would have on their picture.

Mr. HARRISON: It may not have as much reflection as I thought. Their
present delivery price, I am informed, off peak loads is 221 cents per thousand
cubic feet, and your price likely at Winnipeg will run closer to 40 than 22-1.

Mr. ScHULTZ: We have thought we could sell gas at 34 cents at the border.

Mr. HarrisoN: It would not be any less than that at Winnipeg?

Mr. ScHULTZ: Northern, if that materializes, and Winnipeg will be in the
same zone.

Mr. HARRISON: On the figures you quoted this morning of about 34 cents
and 22 cents for off peak loads across the border you would give manufacturing
industries across the border quite an edge on Canadian industry and cut their
fuel costs by over 50 per cent.

Mr. ScHULTZ: I do not know the off peak price you quote, but I do know this,
when we get a contract made with them they still have to transport that gas
some 350 miles to get it in their system. When they get it in their system that
gas is going to be in the range of 38 cents, and I do not see how they could
sell at 22 cents off peak.

Mr. HoskiNG: What is the available gas? I thought we had an unlimited
supply in Alberta. Is that not so? ;

Mr. ScuurLTz: The Conservation Board has control of how much gas is
available to Trans-Canada.

‘Mr. HosgING: How much have they allowed you? .

Mr. ScHurLTZ: We have asked for 540 million. The hearing has just
been concluded, and we hope to have a decision within the next two weeks.

Mr. HoskiNG: That disturbs me a little. . Are you hoping you will get
more gas released from Alberta?

Mr. ScHuLTz: Oh, yes, and Saskatchewan also.

Mr. HoskiNG: You thihk there is some justification for hoping?

Mr. ScHuLTZz: Yes. Gas is going to be continued to be discovered in Alberta
anfi producers are going to want to sell, and the government of Alberta is
going to want to get their royalty income.

Mr. HoskiNG: Why are they holding it down?

Mr.‘SCHULTz: That represents, in their opinion, the excess gas over Alberta’s
present requirements.

Mr. HoskING: Then they have not got the supply of gas there apparently?

. Mr. ScHuLTZ: They have all that we say we will need to take care of
this project for the future, and for this market in the east we fully intend to
g0 back to Alberta and ask for increasing increments on occasion.

Mr. Haun: Could you have had more if you had asked for more now?
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Mr. ScHULTZ: I do not think so. :

Mr. HoskinG: That kind of scares me. I do not like to think that it will
take away almost all the gas you have, the gas going to Minneapolis, and the
gas Alberta will get immediately.

Mr. ScHULTZ: Any gas we sell in that market will always have to be
subject to the jurisdiction of a board.

Mr. HoskinGg: Is there any opportunity of getting some competent official
from the Transport Board here“to say we can do something about this? I
think they should be here. It is pretty serious now.

Mr. McILRATTH: The one who is concerned with that is the Minister of
Trade and Commerce. They would have to get an export permit.

Mr. HoskinGg: If he exports it, can he cut it off? It is a good thing, I
am not criticizing it; they have to get the money in order to build. They want
to export this gas to Minneapolis.

Mr. McILraiTH: We have the bercentages of gas they export and the
percentage of eastern gas.

Mr. HoskiING: I am talking about the availability of carrying it. You have
534 million for a 30 inch line; and 500 million.

Mr. McILRAITH: Yes.

Mr. HoskinG: If they are going to ship 500 million east and if the pipe
line they are building is going to Minneapolis, if they start off with a good
market in Minneapolis then when are they going to cut it off and supply the
500 million to the east?

Mr. McILraITH: The Minneapolis proposition was 100 out of 540.

Mr. HoskinGg: With a 34 inch line?

Mr. McILraITH: Now there is no place for the gas to go in the east with a
36 inch line and that is the problem. The problem is to get orders up to
the maximum for a 36 inch line. That is what is bothering them and that
is what the evidence is here today.

Mr. HoskING: I agree that you have an available gas supply of 540 million
and your gas line will carry 500 to eastern Canada.

Mr. McILrAaITH: That is right.

Mr. HoskING: Now there will be two things happen when we are ready
to take the 500 in eastern Canada; we will be all right if we have an
unlimited supply from Alberta, but if Alberta won’t increase it, then we
are in this position: we have a 24 inch line which will carry some 300 odd
million which will be used in Minneapolis because the market is already there.

Mr. McILrarTH: The Alberta authorities have legal authority over their
own natural gas and they could, I presume—although I cannot imagine them
ever taking such a position—but they could legally take the position that
they would never grant a permit for any gas to be exported from Alberta.
Legally that is their right, and that could be done. As rapidly as there is
any prospect of having gas used in the east, the company can apply to the
Alberta Conservation Board and seek their approval for export. Now the
evidence is that the supply in Alberta will be much greater than any antici-
pated development or need or possible use in the east. There is nothing
this committee can do or these firms can do at this stage that can bind the
Alberta Conservation Board. I think I am right in that.

Mr. CAvErRs: We have not any power.

Mr. HoskING: This committee can be assured by the Board of Transport
Commissioners that when we want 500 to go through our 30 inch line, it
will be there. If the Alberta government is giving 500 million, once it goes
out of their province they lose jurisdiction over it.
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Mr. McILratTa: I do not think that the Board of Transport Commissioners
have any authority to give such an assurance to this committee. The Trans-
port Board are a quasi-judicial body who can only deal with the applications
which are brought before them. The Minister of Trade and Commerce is the
one' with jurisdiction over the point that I think is worrying you. I think
you are concerned with the possibility of an export permit being granted for
export to the United States for such large amounts as would prevent gas
being available to eastern Canada as required. There are two checks on
that: one is the Alberta board and the other is that the permission to export
out of eastern Canada is on permit issued by the Minister of Trade and
Commerce.

Mr. HoskING: Could we not have the Minister of Trade and Commerce
called before this committee?

Mr. McILrarTH: I think he would settle that point quickly for you because
it is covered in his speech in the House.

The CHAIRMAN: We will call the Right Honourable Mr. Howe.

Mr. HoLowAcH: May I ask two or three short guestions based on a great
deal of concern and interest among the people of Canada. What will be the
final cost of this venture as you visualize it at the present time?

Mr. MiLNER: The cost of the pipe line?

Mr. HoLowAcH: Yes.

Mr. MILNER: It will be in the order of $300 million.

Mr. HoLowAcH: That will mean that it .will probably.be one of the largest
undertakings financed by private capital of all time in this country?

Mr. MILNER: Yes. ]

Mr. HoLowAcH: You said that a great deal of provision was being made for
the Canadian people 'to have an opportunity of participating in the investment
and financing of this venture?

Mr. MILNER: Yes.

; Mr. HorLowAcH: Can we take it that the statement is an assurance of
priority and that such possibilities will prevail when it comes to the actual
financing of the company?

Mr. MiLNER: Oh, yes, there will be every opportunity for the Canadian
public to participate to just as large an extent as they want.

: Mr BeLL: I have one more question: I do not want to be suggestive about
it, but is there any thought that special contracts would be made which would
make a difference in a competitive industry?

‘Mr. MILNER: No.

Mr. HAHN: In connection with the bill on Trans-Canada, the purpose of
thg amendment is to increase the capital stock of the company but I do not
tl:nnk that has been discussed at all. I wonder if it is not desirable to have a
discussion on it? j

Mr. Cavers: We could probably deéal with it when we come to the sections.

Mr. McIvor: Let us go on to the bill now.

Mr. GREEN: A statement was made I think by Mr. Milner when he was
asked how long it would be before this program would be started and he said:
when we get the permits; we hope to get those permits by not later than
195?. Did you mean %y that that the project would not be started at all
until you had the permits required to export gas to the United States?

Mr. MI‘IAEB-I- No, no. I said we were going ahead to get those necessary
permits with all possible expedition, but I do not kflow whether the line
could be started this year; it would certainly be started by spring of next

P
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yvear and we would get to Winnipeg by the fall of next year, and we would'
get east by the fall of the following year. It is really a two-year construc-
tion job.

Mr. GREEN: What permits do you require to build the Trans-Canada 1me"

Mr. MILNER: I think I said permits and contracts. But as to the permlts
we have to get authority of the Alberta Conservation Board which we hope
to get within the next couple of weeks. Then we have to go to the Board
of Transport Commissioners and present our case in some very considerable
detail. We have no power of expropriation; we have no power to expropriate
rights-of-way until we get the approval of the Board of Transport Commis-
sioners. Those are two things. Then we have to enter into contracts with
the people who are going to sell the gas, that is, with the people to whom we
sell and who are going to distribute it. Then we have to enter into contracts
with the people who are going to sell us the gas, that is, the Alberta producers.
That is a major job because it is not only sitting down with them and making
the contracts but without any exception there is not a single field in Alberta
that could supply us even with the amount of gas that we want to go to
Winnipeg and to Minneapolis, let alone to eastern Canada. They have all
got to get busy and drill innumerable wells. Some fields, such as Pincher
Creek, have to put in a processing plant to separate other products such as
gasoline, and get the sulphur out; and they have to build their gathering
system and one thing and another. In fact, they will not be in a position
to deliver to us any reasonable amount of gas until some time late next
year because they cannot get that work done within a matter of 3 or 4 months.
It will take some time. :

Mr. GREEN: There are only two permits you require for Trans-Canada?

Mr. MILNER: Yes. I think I said “permits and contracts”.

Mr. GREEN: And for the line to the American boundary you require, in
addition, a permit from the Federal Power Commission, and a permit from
the Minister of Trade and Commerce?

Mr. MiLNER: Yes.

Mr. GREEN: And you are prepared to go ahead with the Trans-Canada
line when ‘you get those permits without waiting until you get the permit
from the government ?

Mr. MILNER: Yes, you can get the necessary permits when you have the
contracts?

Mr. GREEN: Have you in mind building a 30 inch line instead of a 24 inch
line from Winnipeg to Buffalo?

Mr. MILNER: A 30 inch line from where?

Mr. GREEN: I said “Have you in mind at all building a 30 inch line mstead
of a 24 inch line from Winnipeg to the boundary?

Mr. MILNER: No, it has not even been thought of.

Mr. GREEN: You would not be doing that; there would be no line larger
than 24 inch?

Mr. MILNER: I am not sure it is 24 inches; it may be less than that, but it is
not to be more than that.

. GREEN: I think either you or Mr. Schultz gave the committee your
estimated price at the Toronto gate?
Mr. MILNER: No, I did not. , It is not possible to gwe it yet.
Mr. GREEN: You must have some estimate of this price, have you not?
Mr. MiLNER: We have had at least a dozen estimates.

Mr. GReEN: I thifk it is most important. We were able to get a figure
from Tennessee, what is your corresponding price?
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Mr MiILNER: I do not know, but I do not think it will exceed the Tennessee
figure.

Mr. GReEEN: It will be at least as low as the Tennessee figure?

Mr. MILNER: Yes. :
1 The CHAIRMAN: Gentlemen, the Right Hon. Mr. Howe has to leave to
. attend another meeting. I wonder if we could hear from him now. s p——

Right Hon. Mr. Howe: /Mr. Chairman, the policy of the government has
been laid down, that no gas can be exported from Canada unless the present
and foreseeable needs of Canada are first taken care of. Now there is a certain
capacity of pipe line to be built from the west to Toronto, and in order to finance
that line there will have to be quantities of gas dedicated to that particular
line, as I understand it. Is that correct, Mr. Milner?

Mr. MILNER: Yes sir.
Right Hon. Mr. Howe: I think the figure that was being talked about may
have been changed. When I last talked to Mr. Manning it was 3% trillion feet
edicated to serve the eastern line, and that was then considered sufficient.
The day may come when there is more gas available in Alberta, and when
there is no particular outlet for that gas as far as Canada is concerned. If
so, we will consider the matter of exportating, but only when we are assured
that the pipe line will be built to eastern Canada. —Until that pipe line is tully &,«
financed we are not gomg to_discuss export. with anyone. Mr. Manning has /N
\L thé desire to export fixed in “his mind and believes that there is a great market .
for gas in Minneapolis. We have made no decision that we will give an export
i permit for gas to Minneapolis, but the policy of the government, as I have /
n stated in the House of Commons and elsewhere, will be that if the needs of
Canada are fully satisfied and if there is then additional gas, we will consider \

"S}\ exporting, That is the policy: for example after the needs of British-Columbia

| are taken care of we will permit export into the United States through the

¢ proposed western line. The situation in the east is exactly the same. After
é all our needs are taken care of as far as they are foreseeable, we will perm}t,,
4] export to the United States.

Hon. MEMBERS: Hear, hear.

_ Mr. HoskING: Could I ask a question? We have been led to believe that
.~ the company is proposing to build a line 34 inches or 36 inches in diameter
f from Alberta to Winnipeg, and then'it will split into two lines one of either
= 24 inches or 20 inches to Minneapolis, and one 30 inches coming to eastern
‘ Capada. The point that is disturbing us is this; that if the 24 inch line is
‘ built to Minneapolis it will take about 450 million feet of gas and if it should
‘ be put into operation before the line was completed to eastern Canada, and
\ then the British Columbia government which has limited the available supply—

Hon. MEMBERS: Alberta.

Mr. HoskinGg: —Alberta, to 540 million, we would only have some
90 million cubic feet of gas coming to Ontario.

The CHAIRMAN: That could not happen under the explanation given by
Mr. Howe.

Right Hon. Mr. Howe: I did not say that exactly. I said certain gas
yvould be committed to the line to Ontario and Quebec. That quantity I think
is 33 trillion feet, and it may be 4 trillion by now. Anyway, it will be sufficient
gas to serve that line in perpetuity unless the whole project fails. It is a
block of gas committed to eastern Canada. That block of gas or any portion
thefeof could not be diverted to Minneapolis. Any gas diverted there must
tge in addition to the commitment to the eastern area. You spoke of a 30 inch
l}ne and a 36 inch line as being ordinary lines. There has never been a 36 inch
line built for gas. It will be the biggest diameter line ever built. I think
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there is a 34 inch line  out somewhere in the west, but the 36 inch line is a
very big diamefer line indeed, and a 30 inch line is also a big diameter line
gauging by any standard. I do not think any of the lines moving out of Texas
are any more than 30 inch lines, so we are not talking about small quantities
of gas.

Mr. Hosking: We only have 540 million cubic feet, and a 24 inch line
will take some 430 million feet?

Right Hon. Mr.,Howe: It will not take any from the gas that has been
committed to the line to eastern Canada.

Mr. HoskinGg: We are assurred of that? ;

Right Hon. Mr. Howe: Yes. Am I right, Mr. Milner?

Mr. MILNER: We are committing 350 to eastern Canada.

Right Hon. Mr. Howe: You have to have sufficient gas committed so
people will put up $300 million to complete the line, and they will see that
nothing is diverted from that.

Mr. Woobp: Assuming the market is greater here than anticipated, would
you be able to get some of the gas that is committed to Minneapolis to fill
the requirements here later on?

] Right Hon. Mr. Howe: That depends on the nature of the contract. I do
/ not think you would, because usually you have to.enter into a contract of

; around 20 years. It depends on the need for continuity of supply. Some

| types of energy you can cut off, and therefore make an interruptible contract,

- but I do not think you could do so on this gas. If we allow export to Minneapolis,

. before we issued any permit for it we would have to be convinced that in
addition to the amount committed to the eastern line, there was additional
gas which needed an outlet, and which was entitled to an outlet.

Mr. GREEN: The total capacity of the eastern line is supposed to be
500 million, but they have only asked for 350 million?

Hon. MEMBER: Five hundred and forty million.

Hon. MEMBER: Three hundred and eighty million.

Mr. HoskiNG: Then we are more or less assured that Minneapolis cannot
touch what has been committed to eastern Canada?

Right Hon. Mr. Howe: It cannot be touched by Minneapolis until we give
them an export permit. We will see that our own line is well protected
before we give any export permit. We have no commitment to give an
export permit to Minneapolis.

Mr. McIvor: I want to ask Mr. Howe, because I.want to be especially
sure—do we need an extra section to this bill in order to make certain that
when the Trans-Canada comes to Toronto it will have the right of way?

Right Hon. Mr. Howe: I think that has been protected by contract between
Trans-Canada Pipe Lines ‘and Consumers Gas. - I assume that the contract
has been signed and circulated.

Mr. McILrAITH: Yes, it has been signed and copies were circulated here.

Right Hon. Mr. Howe: After all, Dan, this is a private enterprise line,
and if Trans-Canada are not smart enough to protect themselves, I am afraid
the government could not do very much for them.

Mr. DEcore: During the debates in the House last fall in connection with
the amendment to the bill, Mr. _Chevrier made a statement. I think I am
correct when I say this, that once an international-interprovincial line was
approved by the Board of Transport Commissioners this body would have
no jurisdiction over the volume of gas moved or whether the line should be
looped or not. If my interpretation is correct, and if that is true, then we are
concerned—
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Right Hon. Mr. Howe: The government must license every unit of gas
that goes out. We can license an export for 100,000 units, 200,000 units; and
if they take more than specified in the licence they are penalized. That auth-
ority is provided under the Electricity and Fluid Exportation Act originally
passed in 1908—we always have had that control. Mr. Chevrier was talking -
about gas coming in to Canada, was he not?

The CHAIRMAN: Perhaps, I do not remember. In regard to this bill, does
the preamble carry?

Mr. GREEN: I understand that someone is here representing the people
who would be financing the Trans-Canada line.

Mr. DECORE: I think there are two men here from different financial institu-
tions, one representing Lehmann Brothers, who was here before, Mr. Natelson,

“ who was connected with the Trans-Canada Pipe Lines originally; also we have

with us Mr. Baldwin, from Nesbitt Thomson and Company in Montreal.

Mr. McILrRAITH: Mr. Chairman I am quite happy to have these witnesses
called, but I think, out of fairness to the committee, T must say that there is
not much that they can tell us about Trans-Canada financing now, other than
what Mr. Milner said a few minutes ago. If the committee wants to hear
them, of course, I am quite happy to have them called.

Mr. GREEN: There have been statements made in the House that this line
could not be financed unless such and such a thing were done. Apparently|

these are the men who are working out the details of financing the line,

and I thought it would be very helpful if we could have confirmation from}
them that it could be done.

Mr. McILrarTH: I will be happy to have them called.

Mr. GREeN: Which firm are you representing, Mr. Baldwin?

Mr. BarpwiN: I am from Nesbitt, Thomson and Company Limited,
Montreal, representing not only our own firm but Wood Gundy and Company
and another company with which we are associated.

Mr. GREEN: What is the name of your associate?

Mr. BALpwin: Mr. Natelson of Lehmann Brothers, New York.

Mr. GREEN: You have heard the discussion today. Could you tell the com-
mittee what you consider it is possible to do or not to do in connection with
financing this project?

Mr. BaLpwin: Obviously, we have followed this project from its early
beginnings, feeling very definitely that one of the greatest responsibilities of
the investment houses of Canada is to bend every effort to find the capital
needed to develop our national resources. We have been very much intrigued
with that, I will not attempt to say to you more than that my firm, the people |
we are associated with and I personally believe ver¥ strongly that the money
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can be raised on a favourable basis for-this projec o ask me how we propose
to do it, what form of securities we are going tduse, I just could not answer.

Mr. GREEN: I am not asking it.

Mr. BALDWIN: Because we have to see contracts, we have to get estimates
of earnings, and a thousand and one other things that the lenders of the
security and buyers will want. It has certainly been our intention that, if and
when the common stock money is required, as many Canadians as we can
reach—and we will use available offices in every principle city in Canada—
will be given the opportunity to come into this. We like distribution. Is
there anything else, sir?

Mr. GREEN: Mr. Natelson, could you give us your opinion?

Mr. NATELSON: I think I have studied this proposition a little more than
Mr. Baldwin has, because I do not know if Mr. Baldwin has been in such



e

6 STANDING COMMITTEE

close touch with the various financial institutions in the United States as I have.
I think it would be a great thing to have the securities to sell at this minute.
The market is extremely receptive. I think we could sell the mortgage bonds,
the most difficult part of the sales job, with a good deal of ease at the present
time and perhaps on a much better basis than we had reason to hope as little
as six months ago. There is a great deal of interest created in this line
throughout the various institutions. I have a list of about twenty institutions
of all sizes in the United States, including pension funds, insurance companies
and trust funds, which have asked that they be given an opportunity to look.
at these bonds, as soon as they are ready, and given an opportunity to buy
them. We have spent at least two years keeping in touch with wvarious
institutions in the United States, where the bulk of the bonds are to be sold
and there has been such a great deal of interest created that I think that
when we are ready to sell the securities a great deal of the work will already
be done, so that the actual job of selling them will be considerably expedited
as to time. They have followed the gas reserve picture. They have followed
the marketing picture. ‘I want to say one thing, which is perhaps somewhat
in contradiction to statements made by one of my associates, Mr. Schultz,
who thought that the insurance companies would be very insistent upon full
sources of supply. They will be, but I think they will shave their estimates of
what supply is necessary because they all have tremendous confidence in the
reserve picture which has been built up in Alberta and Saskatchewan,
particularly in Alberta. I think that our major problem will be to determine
the size of the market in the form of firm commitments to buy gas. I do not
think we will have nearly as much question as to the size of the supply or even
the size of the dedication, so that, while 3% trillion feet may not look like so
very much to support a 500 million a day capacity, I think that if we had con-
tracts indicating that we could sell 500 million a day, we could sell the bonds
even with a 3% to 4 trillion dedication. The theory is that as time goes on
and more gas is developed in Alberta there will be more dedications. I think
the only difficulty there might be in the bonds would be the term of the bonds

! because they will be allowing the bonds to be paid off in the period determined

from the dedication in relation to the sale, but I do not think there will be
difficulty in selling the bonds if the market is bigger than the dedication would
seem to warrant.

Mr. NAaTELSON: But, I think that is the most important part of the job to
be done, to determine who is going to buy the gas and what amounts and on
what ter/ms.

The CHAIRMAN: Shall the preamble carry?

Carried.

Shall clause 1 carry?

Construction and operation of extra-provincial pipe line.

1. Niagara Gas Transmission Limited, a company incorporated by Letters
Patent issued under and pursuant to the provisions of The Companies Act of
the province of Ontario on the 19th day of September, 1950, is authorized to
construct, own and operate an extra-provincial pipe line as defined in the Pipe
Lines Act, chapter 211 of the Revised Statutes of Canada, 1952.

Mr. BARNETT: There is one point I would like to have cleared up in respect
to clause 1. Clause 1 states that Niagara Gas Transmission Limited is
authorized to construct, own and operate this particular pipe line. Now the
agreement says that Trans-Canada Pipe Lines is going to construct and own
two pipe lines. Under what authority is the authorization under this bill
to Niagara Gas Transmission Company assigned to Trans-Canada Pipe Lines?
It is a point that I would like to have cleared in my mind.
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Mr. MCILRAITH: The construction authority does not depend on the Niagara
Transmission bill. It has plenty of authority to build in its existing charter.
It does not depend on the bill you are now dealing with. This is a
Niagara bill giving them authority to operate and own the line—you will
notice the clause “in the event of the other gas not being available at the
end of five years.

Mr. BARNETT: Under its existing charter Trans-Canada Pipe Lines also has
the right to build?

Mr. McILRAITH: Any gas lines.

Mr. BARNETT: Then if we pass it it has the effect of making the agreement
an effective one?

b Mr. PALMER: The agreement is effective now. The situation is really com-
parable to that affecting Trans-Canada and Western Pipe Lines, and Western
Pipe Lines was given authority to operate a pipe line, but Western by virtue
of its agreement with Trans-Canada on assuming the authority that was
confirmed by the bill is not exercising the authority which was conferred
by the bill, and by the same token, Niagara, by virtue of this agreement
will not be exercising the authority Whlch on the strict letter of the bill it
would be authorized to accept.

The CHAIRMAN: Shall clause 1 carry?

Carried.

Shall clause 2 carry?
Carried.

Shall the title carry?
Carried.

Shall the bill carry?
Carried.

Shall I report the b111‘7
Agreed.

Now, Bill 389. Shall the preamble carry?
Carried.

Shall clause 1 carry?

Repeal.

1. Section 3 of An Act to incorporate Trans-Canada Pipe Lines Limited,

chapter 92 of the statutes of 1951, is repealed and the following substituted
therefor:

Capital stock.

“3. (1) The capital stock of the Company shall consist of

(a) ten million common shares of the par value of one dollar per
share, and

(b) one million preferred shares of the par value of fifty dollars per .
share.

(2) The Company may by by-law

Preferred shares conditions. ?

(e¢) provide for the creation of classes of preferred shares with such
preferences, privileges or other special rights, restrictions, conditions
or limitations whether with regard to dividends, capital or other-
wise as in the by-law may be declared,
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Alteration of unissued p'refe'r'red shares.

(b) subdivide, consolidate into shares of larger par value or re-classﬁy
any of the unissued preferred shares and may amend, vary, alter
or change any of the preferences, privileges, rights, restrictions,
conditions or limitations attached to the unissued preferred shares:

Validation of by-law.

Provided that no such by-law shall be valid or acted upon until it has -
been sanctioned by at least two-thirds of the votes cast at a special general
meeting of the common shareholders of the Company duly called for con-
sidering the same nor until such by-law has been approved by the Board of
Transport Commissioners for Canada.

(3) The Directors may by resolution prescribe within the limits set forth
in any by-law passed under subsection (2) the terms of issue and the precise
preferrences, privileges, rights, restrictions, conditions or limitations whether
with regard to dividends, capital or otherwise, of any class of preferred shares.

Preferred shares mon-voting.

(4) Holders of any class of preferred shares shall not have any voting
rights, other than those provided by by-law passed under subsection (2), nor
shall they be entitled to receive any notice of or attend any meeting of the
common shareholders of the Company except the right to attend and vote at
general meetings on any question directly affecting any of the rights or
privileges attached to such class of preferred shares, and then there shall be
one vote per share, but no change adversely affecting the rights or privileges
of any class of preferred shares shall be made unless sanctioned by at least
two thirds of the votes cast at a special general meeting of the holders of
such class of issued and outstanding preferred shares duly called for consider-
ing the same, and until the same has been approved by the Board of Transport
Commissioners for Canada.

(5) Ownership of preferred shares shall not qualify any person to be a
director of the Company.”

Mr. HAHN: In connection with clause 1, “Capital stock”, the capital stock
of the company shall consist of . . . .” I wonder what percentage of this is
owned by Western Pipe Lines Limited or by Canadian Delhi Limited? Is there
any connection there at all?

Mr. MIiLNER: They have an equal interest.

Mr. HAHN: What percentage of the whole would that be?

Mr. MILNER: We do not know yet.

The CHAIRMAN: Shall clause 1 carry?

Carried.

Shall the title carry?

Carried.

Shall the bill carry?

Carried.

Shall I report the bill?

Agreed.

Mr. McIvor: I should like to express the thanks of the committee for the
way in which the witnesses have conducted themselves and by the way they
responded to the barrage of intelligent questions when we were seeking
information.
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ORDER OF REFERENCE

TuUESDAY, April 6, 1954.

Ordered,—That the following Bill be referred to the said Committee:
Bill No. 394 (Letter J-13 of the Senate), intituled: “An Act respecting
Eastern Telephone and Telegraph Company”.

Attest.

LEON J. RAYMOND,
Clerk of the House.

REPORT TO THE HOUSE

FripAy, April 9, 1954.

The Standing Committee on Railways, Canals and Telegraph Lines begs
leave to present the following as a

SIXTH REPORT

Your Committee has considered Bill No. 394 (Letter J-13 of the Senate),
intituled: “An Act respecting Eastern Telephone and Telegraph Company”’,
and has agreed to report it without amendment.

A copy of the evidence adduced in relation thereto is appended.
All of which is respectfully submitted.

H. B. McCulloch,
- CHAIRMAN.
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MINUTES OF PROCEEDINGS

FripAy, April 9, 1954.

The Standing Committee on Railways, Canals and Telegraph Lines met at
11.00 o’clock a.m. this'day. The Chairman, Mr. H. B. McCulloch, presided.

Members present: Messrs. Barnett, Batten, Bonnier, Byrne, Campbell,
Carter, Ellis, Gourd (Chapleau), Green Hahn, Harrison, Herridge, Hodgson,
Holowach, Kickham, Lafontaine, Légaré, McCulloch (Pictou), Mclvor, Nichol-
son, Purdy, and Villeneuve.

In attendance: Mr. S. R. Balcom, M.P.; Mr. R. C. Merriam, representing
Mr. D. K. MacTavish, Q.C., Parliamentary Agent; and Mr. W. G. Thompson,
President, Eastern Telephone and Telegraph Company.

The Committee proceeded to the consideration of Bill No. 394, (Letter J-13
of the Senate), An Act respecting Eastern Telephone and Telegraph Company.

On motion of Mr. Harrison, seconded by Mr. Carter,

Ordered,—That the Committee print 500 copies in English and 200 copies
in French of the Minutes of Proceedings and the Evidence adduced in respect
of Bill No: 394.

Mr. Merriam was called, outlined the purposes of the Bill and was
questioned thereon.

Mr. Thompson was called, supplemented Mr. Merriam’s testimony and
enlarged on the technical and financial aspects of the proposed project.

On motion of Mr. Green, seconded by Mr. Herridge,

Ordered,—That the “Transatlantic Cable Construction and Maintenance
Contract” between the Postmaster-General of the United Kingdom, American
Telephone and Telegraph Company, Canadian Overseas Telecommunication
Corporation and Eastern Telephone and Telegraph Company, be printed as an
Appendix to this day’s evidence. (See Apendix A).-

The Committee proceeded to a detailed consideration of the Bill.
The Preamble, clauses 1 and 2, and the title were adopted.

The Bill was adopted and the Chairman ordered to report it to the House
without amendment.

The Chairman thanked the witnesses for their assistance.
At 11.45 o’clock a.m. the Committee adjourned to the call of the Chair.

E. W. INNES,
Clerk of the Committee.
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EVIDENCE

APRIL 9, 1954
11:00 A.M.

The CHAIRMAN: Gentlemen, we have a quorum. We have before us this

“morning Bill No. 394 (Letter J-13 of the Senate), entitled: “An Act respecting

Eastern Telephone and Telegraph Company.”

I think it is customary to have a motion with respect to printing the
report of the meeting.

Mr. HarrisoN: Mr. Chairman I move that we print 500 copies of our report
in English and 200 copies in French.
The CHAIRMAN: It is moved by Mr. Harrison and seconded by Mr. Carter.

Carried.

We have with us today Mr. W. G. Thompson, President of Eastern
Telephone and Telegraph Company, who will answer any questions that are
put to him. Will you come to the head table, please, Mr. Thompson.

Mr. W. G. Thompson, President, Eastern Telephone and Telegraph Company,
called:

The CHAIRMAN: Before we go any further perhaps Mr. Merriam would
like to say a few words by way of explanation.

Mr. MERRIAM (Parliamentary Agent): Mr. Chairman and gentlemen, as
the chairman has indicated we have, this morning, Mr. W. G. Thompson,
the President of Eastern Telephone and Telegraph Company, which company
is the applicant for this bill. He is here to answer any question which members
may wish to ask him concerning the details of this request.

However, possibly the members of the committee might like to have first
at least a general explanation of the circumstances behind this bill.

Eastern Telephone and Telegraph Company is a company which was
incorporated back in 1917 by private Act of the Parliament of Canada and
was acquired as a wholly owned subsidiary by American Telephone and
Telegraph Company in 1929.

At that time the intention was to build a transatlantic telephone cable

‘linking the United Kingdom, Canada and the United States; and the purpose

in acquiring Eastern Telephone and Telegraph Company which had not been
too  active was to provide a Canadian link in that chain. Of course, as members
know, following 1929 the whole economic picture of the world changed with
the result that the project was shelved but never forgotten.

Eastern Telephone lay idle for many years and because of that, in 1931
when it became apparent that it was not going to be feasible immediately
to carry out this undertaking, the capitalization of Eastern Telephone and
Telegraph was reduced to the comparatively nominal amount of $75,000.

Just during the past year 1953 an agreement has finally been consummated
and signed, and this agreement provides for the final realization of this plan
which had been under consideration for many years. The parties to the
agreement are the Postmaster-General in Great Britain, Canadian Overseas
Telecommunications Corporation which is a Canadian Crown Corporation
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responsible to and operating under the direction of the Hon. Minister of
Transport, Eastern Telephone and Telegraph Company and American Telephone
and Telegraph Company. :

The agreement provides for the construction of a multiple transatlantic
telephone cable which, of course, will greatly enhance the present trans-
atlantic communication facilities. As you know they are now carried out by
radio and this will be the first transatlantic telephone cable as such whereby
telephone communication may be made by cable as opposed to radio.

It involves, of course, considerable expenditure which will be somewhere
in the nature of $35 million for the over-all project. Eastern’s part in it will
approximate somewhere from $5 million to $7 million, but the actual figures
cannot at this moment be given with certainty. However, we can say to
Hon. members that it will be in the nature of from $5 million to $7 million;

" and that of C.O.T.C. will be, roughly, $4 million, and the over-all picture will
involve, roughly, $35 million.

- With this investmernt required through Eastern—and I say “through”
advisedly because the funds will be supplied, so far as Eastern is concerned,
by its parent company, it became desirable to provide for a greater amount
of authorized capital than the nominal amount presently standing. Conse-
quently the company has come to Parliament with the request that an Act
be passed increasing its authorized capital to $5 million.

At the same time it was felt desirable to change in a minor sense the
quorum for the board which, as Hon. members will see, is stated to be not °
less than five and not more than nine. Previously it required a majority to
constitute a quorum.

That was perfectly satisfactory when the company was not engaged in
active operations, but it was felt that now the company is going to be involved
in a rather important international undertaking which is going to require
important decisions to be made from time to time at regular board meetings,
that it might prove difficult to obtain the presence of a majority of the board.
Therefore, in order to facilitate the operations of the company it was felt that
it was in the interests of the company to request that the quorum be set at
not less than one-third of the members.

So far as the board itself is concerned—and I think this also has some
bearing on the situation in so far as New Brunswick and Nova Scotia are
concerned, we are advised that the President of the Maritime Telephone and
Telegraph Company, and the President of the New Brunswick Telephone
and Telegraph Company have both been approached and have both consented
to act on the board of Eastern Telephone and Telegraph Company. I give that
information to you, gentlemen, as an indication that this is not a project which
is going to be competitive with those two public utilities. 7

Another Canadian director is Mr. Stewart who is a lawyer in Halifax and
probably known to many of you. Finally, the total number of members of the
board has not as yet been determined to my knowledge, and I cannot give you
the names of the other members of the Board. But I thought the members of
the committee might be interested in at least knowing of those three gentlemen.
Now, if there are any other questions that you would like to ask me, I shall be
perfectly happy to try to answer them, or if not myself, Mr. Thompson who is
here because he has been involved in the negotiations and in the consum-
mation of this plan for a long time and is thoroughly familiar with all of its
details. He will be happy to offer any explanation which the committee might
wish to have.

Mr. CARTER: I wonder if the witness or Mr. Merriam could tell us when
the project is planned to start and approximately the date when they hope
to complete it.
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Mr. MERrIAM: I understand that the plan is to start as soon as possible,
almost immediately. But I think Mr. Thompson had better tell us about the
completion date. , :

The WITNESS: As a matter of fact, the engineering for the project and the
plans for the project are going forward now. They started last fall. The
actual construction work will start within the next 60 days and it is hoped that
it can be completed by December, 1956. It is a tremendous undertaking and
we have a rather tight schedule. However, we are bending every effort to
having it by December 1956.

Mr. CARTER: Will it be a multiple cable system?

The WiITNESS: Yes, it will be a multiple cable system which will provide
36 circuits across the Atlantic. Mr. Merriam referred to the fact that economic
conditions in 1929 caused it to be postponed. In a way it was a fortunate
thing because technically we were not very far along; the three nations were
not very far along and we would only have had a one-circuit system which
would have been a very difficult economic factor. But with the advance of
eletcronics over the years we now will have a system which will give us
36 circuits and will make it a much more practical proposition for all three
nations.

By Mr. Mclvor:

Q. Your construction work will be pretty extensive, will it not?—A. Yes,
it will be quite extensive.

Q. Would there be any Canadians employed on it?—A. Yes. Any of the
installation work which is Canadian will be done by Canadians, and after the
system is completed the Eastern Company will have Canadians as its main-
tenance employees.

Q. Thank you.

By Mr. Carter:

Q. Where will the actual terminals of the cable be?—A. There are really
three terminals. The terminal in the United Kingdom is at Oban, Scotland. I
emphasize Scotland because before the Senate committee Senator Reid wanted
to be sure that it was pointed out that it would be in Scotland. The cable
then comes across and lands in at Trinity Bay, Newfoundland, and then goes
across the peninsula for a distance of 60 miles to Terrenceville.

Q. That is in my riding, I know it.—A. Then across a little west of
Sydney Mines and then goes by land—in microwave radio system—across
Nova Scotia and New Brunswick and direct to Portland in the U.S.A. That
is quite a stretch of over 3,000 miles.

By Mr. Byrne:

Q. Who is the_prime mover in bringing forward this agreement? Your
company has been dormant since 1917. Who has initiated this project now?—
A. I would say that it was almost simultaneous between the three nations.
It has been in each one’s mind for many years, and when about three years
ago radio conditions were particularly bad it became apparent something had

to be done, and I would say that it originated in all three countries that we
would try to do something about it.

Q. You have answered another question I had in mind. If we find now
that radio communication is not satisfactory we will not have great difficulty?—
A. Yes, sir. But in our opinion you need both radio and cable for strategic
reasons and also for commercial reasons. It is well to have two strings to your
bow. Radio has its virtues and its disadvantages. Due to atmospheric condi-
tions there is an eleven year cycle and at the bottom of the cycle radio is
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very bad because the disturbances from the magnetic pole come down and
pass across the Atlantic and you will realize at times it is pretty bad. On the
other hand radio has some advantages and I do not want to wipe it out of the
picture completely. Your Canadian communication people feel the same way,
and the post office feels the same way. We will strengthen and supplement what
we now have. :

Q. Is the Postmaster General of Great Britain the minister responsible for
communications in Great Britain?—A. In Great Britain internal and external
communications are under the post office.

By Mr. Carter:

Q. Will it be possible to utilize these cables for other than voice trans-
mission? Will it be for Morse or television?—A. No. It will not be possible
for television. They are generally laid for telephone. The Canadian Overseas
Telecommunication Corporation is going to use some of it for telegraph. We
do not propose to use any for telegraphy in the United States. We wish that
it could be used for television, but nobody yet has invented the kind of
repeater that will pass a wide enough band for television. The repeaters
we have on land are spaced at relatively very short intervals and there can
be maintained in them the tubes which are repeatable, and so on. The kind
of tubes we have to design to go to the bottom of the ocean have many
restrictions, and no one has invented one reliable enough. We hope some
day, but not in this cable.

By Mr. Holowach:

Q. I take it that this is a private company?—A. Yes.

Q. With reference to the contract established on the 22 November, 1953,
with the Canadian Overseas Telecommunication Corporation, the American
Telephone and Telegraph Company, and the Postmaster General of the United
Kingdom, do they hold any stock in the company?—A. No. No one holds any
stock in the Eastern Telephone and Telegraph Company except the directors,
and, of course, it is a wholly owned subsidiary of the American Telephone and
Telegraph Company, but neither the C.O.T.C. or the Postmaster General hold
any stock.

Q. Does your company anticipate requesting any financial aid from the
federal authorities in the building of this communication?—A. I am sorry. I did
not get your question.

Q. Do you anticipate a request to the federal authorities for a subsidy or
financial assistance in the building of this line?—A. No, sir, I do not. There
was an order in council of last November 26 which authorized the Minister of
Transport and C.O.T.C., which is a Crown corporation, to participate, and that
as far as I know will be the extent of the capital that the government will
have in this project.

By Mr. Nicholson:

Q. You are to put in between 5 and 7 million and C.O.T.C. 4 million. What
about the United Kingdom?—About 114 million.

Q. And the balance?—A. It will be American.

Q. Will this have any effect on reducing the cost of transatlantic com-
munication, or increase it?—A. It will not increase it. I fear it will not
decrease it. It will make for better and faster service, but I do not think it
will decrease the cost.

Mr. Mclvor: There will be no cost to the dominion government?

The WITNESS: No, except as the dominion government provides the Crown
corporation, C.O.T.C., with funds.
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By Mr. Nicholson: v

Q. This will not do anything to reduce the cost from this end? At the
present time it costs a great deal more to send cables from this side to the
other—than from the U.K. here. Is there any chance of changing that?—A. I
would not know about that. I think somebody from C.O.T.C. would have to
answer that. But, I think that that is due to the fact that the pound is off. I
know the same situation exists between the United States and the U.K. due to
the fact that sterling is off so much. The British government, when sterling
went off, did not raise its rates, and the Canadians and Americans did not
change their rates at all, so that made this discrepancy I think.

Q. I found that I could send a cable from London to my home in
Saskatchewan for a lesser amount than I could send a telegram from Montreal
to my home. How does that work out?—A. I am not really familiar with
telegraphic matters, and I could not tell you.

By Mr. Carter: ; ~
Q. Is this the first transatlantic telephone cable?—A. It is not only the
first transatlantic telephone cable, but the first submarine cable of any great
length in the world with repeaters in it—that is a multiple channel cable.
There is only one other, between the United States and Cuba, now going of
any great length. There are a couple across the Irish Sea and the North Sea,
which, as you know, are short distances.

By Mr. Herridge:

Q. Was consideration ever given by the government of Great Britain and
the Canadian Overseas Telecommunication Corporation to owning this jointly
and the American Telephone Company being a subsidiary? What is the reason
for this being a subsidiary of the American Telephone Company? Obviously I
would like to see Canada and Great Britain own it.—A. America’s need as to
the amount of circuits and so forth to the U.K. is even greater than the need
for communication in volume between Canada and the U.K., and if we could
pool our resources as we have done it makes it much better for all three
countries. For example, of the total traffic that passes over there about 20
per cent is Anglo-Canadian, and about 80 per cent is Anglo-American. So,
the countries benefit by pooling their resources and that was the reason. If
we had separate cables for each of us we would pay more.

By Mr. Green:

Q. Why does the Eastern Telephone and Telegraph Company come into
the picture at all? Why was it not a deal between the United Kingdom govern-
ment and the Canadian Overseas Telecommunication Corporation? What is
the advantage in having this company revived and put in as a fourth party?—
A. We thought it was the fair and proper thing to do. The American Telephone
and Telegraph Company does not do business in Canada. We thought the
Eastern Telephone and Telegraph Company should do business in Canada.

Q. Why could not the Canadian Overseas Telephone Communication Cor-
poration handle the business in Canada?—A. They are going to do any Canadian
business that passes over this cable, but from the standpoint that part of the
circuits extend into the United States we naturally wish to have an interest
in those circuits.

Mr. Mclvor: The Canadian shareholders are protected? They do not lose
anything?

The WiTNEss: Oh no.

By Mr. Green:

Q. There are no Canadian shareholders—~the shares are all held by the
American Telephone and Telegraph Company?—A. Except the directors shares.
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Q. Have you any intention of any public issue of shares?—A. No sir, there
will not be any public issue of shares.

Q. For Canada?—A. No.

Q. So this provision that the sale of shares to the public shall be subject
to the Board of Transport Commissioners is in effect of no importance because
there are to be no such shares?—A. No, but it is necessary to state that, sir,
because telephone and telegraph companies are all subject to that provision.
I might explain about the directors: we propose to have a majority of Canadian
directors and in addition to the three gentlemen that Mr. Merriam spoke about
we expect to have two other Canadian directors who have not been selected
yet.

Q. These companies to which he referred then are both privately owned
companies are they not?—A. Yes.

Q. He mentioned provincial utilities but they are not government utilities?
—A. No, they are privately owned. .

Q. And they are sub51d1ar1es of the Amerlcan Telephone .and Telegraph
Company?—A. No.

Q. Or the Bell Telephone Company?—A. I think the Bell has an interest
in one of the companies—in the New Brunswick Company—but how much,
I do not know.

Q. And Bell Telephone and the American Telephone and Telegraph Com—
pany are associated in some way?—A. The American Telephone and Telegraph
Company owns a small percentage of Bell Telephone Company of Canada stock,
and they have a license between them for services and patents.

By Mr. Carter:

Q. You said, Mr. Thompson, there are 36 circuits in your cable. How
many parties will be able to use a circuit at one time?—A. Only one conver-
sation at a time on each circuit, but you may have 36 simultaneous conver-
sations.

Q. But you cannot superimpose on one circuit?—A. No, we have done that
as much as possible now and have filled up the space of the 36 circuits already.
I might add another thing which I think you gentlemen might be interested
in because—and this refers to the question that you raised, Mr. Green,—it is
going to be possible to have very much better service between Newfoundland
and the rest of Canada. However, neither the Postmaster General or the
Eastern Telephone and Telegraph Company or the American Telephone and
Telegraph Company are directly concerned in that service. C.O.T.C. has asked
if we will build a cable between Newfoundland and Nova Scotia in such a way
that they can be furnished with good wire circuits between Newfoundland and
Nova Scotia, and we do plan to do that. If that had to be done separately, it
would have been a tremendously expensive undertaking for Canada. There is
another advantage in this, speaking in general terms, from the standpoint of
the country there is a military strategic value in the whole thing.

Q. You mean that there will be more circuits between Terrenceville and
Sydney Mines then the rest of the cable?—A. Yes, sir.

Q. Can you tell me how many more?—A. We are not sure how many
more we will be able to get, but it will be considerably more. You see, the
distance is the controlling factor. The distance is not so large that we could
not do some special things. The problem is when you have the 2,000 mile
stretch you have to feed power to the vacuum tubes all that distance, and the
power diminishes as it goes along and that is about the limit whereas on the
350 mile limit you can do things which you could not do on the 2,000 mile
stretch.

Q. Is it not possible to boost that power between your terminals?—A. That
is exactly what we can do in that case, but we have reached the limit of what
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we can do in the way of putting power across the Atlantic and we are going
to put in two extra repeater stops in order to supply Newfoundland with some
service.

By Mr. Green:

Q. Would it be possible to have a copy of the contract filed with the
minutes of the proceedings today?—A. I will be very glad to furnish you
with copies. I think the contract is a matter of public record in the Ministry
of Transport office, as it was approved by the Governor in Council last Nov-
ember, and therefore it is a part of the official record already.

Q. It will be very much easier for us if it is made part of the record.
Is there any control over the rates that can be charged?—A. The rates are
not concerned in this cable at all. This cable is purely a facility cable. All
the arrangements for traffic and rates between the United Kingdom and
Canada and the United Kingdom and the United States are covered in existing
agreements. They will have nothing to do with this cable.

Q. Is there any governmental control over the rates in Canada?—A. I am
not able to answer that, sir, I do not know. I do not know enough about
Canadian law.

Q. You do not know if the Board of Transport Commissioners has any
control over the rates?—A. I could not answer that because I do not know
enough about Canadian law, sir.

The CHAIRMAN: Would it be satisfactory if this contract is put in the record
as an appendix?

Mr. GREEN: As an appendlx to today’s proceedings, yes.

By Mr. Green:

Q. Would there have been any serious objection to the Canadian Overseas
Telecommunication Corporation handling the whole Canadian end  of this
business rather than bringing in this branch company?—A. When you say

*“the Canadian end of the business” do you mean the actual Canadian traffic?

They are going to do that.

Q. I do not understand why it was necessary to bring in the Eastern
Telephone and Telegraph Company when we already have a company known
as the Canadian Overseas Telecommunication Corporation which we under-
stand was going to do all this sort of thing for Canada.—A. For Canada, yes,
but you see the Americans were not willing to put their money in a cable
running from Oban to Newfoundland and not have some interest in the
connecting link which brought it to the United States. Frankly, neither
financially nor politically would we have been happy with the arrangement
if we did not have a say in this thing.

Mr. HErRrRIDGE: What is the total cost?
The WiTNESS: About $35 million.
Mr. HERrIDGE: Canada could have done it very easily.

The WiTNESs: I do not mean to say that Canada is not a wealthy country

and could not have done it, but I feel that by combining the interest everyone
is better off.

Mr. HorowAcH: Have you any figures available as to the amount of stock

in this company which is held by the American Telephone and Telegraph
Company?

The WiTNESss: We will own 100 per cent of it.

$ Mr. HoLowAcH: I suppose you have already received the approval of the
United States government in connection with your plans?
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The WITNEs_s: We have received the approval of the United States govern-
ment to the project, yes. We also have received the approval of the British
government and Canadian government.

Mr. HoLowAcH: I wonder if you could give us a bit of clarification on the
provision contained in paragraph one on page two:

Provided that the company shall not make any'public issue or sale
of its capital stock or any part thereof without first obtaining the
approval of the Board of Transport Commissioners for Canada of the
amount, terms and conditions of such public issue or sale—

Could you clarify that for us?

The WiTNESs: I think perhaps Mr. Merriam should answer your question.

Mr. MERrRIAM: The answer to that is that under the Railway Act no tele-
graph or telephone company may sell its securities to the public without first
obtaining the approval of the Board of Transport Commissioners as to the
price and the number of shares which may be sold, and that really is writing
into this Act a provision that is already contained in the Railway Act and to
which the company is subject in any event.

By Mr. Herridge:

Q. I should like to ask the witness a question. Would it not have been .
acceptable to the United States or your company for the government of
Great Britain and the government of Canada to have owned this cable com-
pletely and then leased 80 per cent of the services to the United States?—
A. No, sir.

Q. Why would it not?—A. It would be politically unacceptable to the
United States, I am sure, and financially unacceptable to us. In the first place,
80 per cent of the use of the cable is going to the United States, and we would
have a very difficult time proving to our government that we should not have
an interest in that cable. * In the second place, the art was developed by us.
We have developed the art of doing this. >

Q. That is, you have the patents?—A. We have not only the patents; we
have spent 30 years developing this cable syst