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ORDER OF REFERENCE

FripAY, November 15, 1963.

That a Sessional Committee on Railways, Air Lines and Shipping owned
and controlled by the Government be appointed to consider the accounts, esti-
mates and bills relating to the Canadian National Railways and Trans-Canada
Air Lines and such other matters as may be placed before it, saving always the
powers of the Committee of Supply in relation to the voting of public moneys,
and that the said Committee be empowered to send for persons, papers and
records, and to report from time to time, and that notwithstanding Standing
Order 67 in relation to the limitation of the number of Members, the said
Committee shall consist of 26 Members.

WEDNESDAY, November 20, 1963.

That the Annual Reports for 1962 of the Canadian National Railways
and of the Canadian National Railways Securities Trust, the Audiior’s Report
to Parliament for 1962 in respect of the Canadian National Railways, the budget
for 1963 of the Canadian National Railways, the Annual Report of Trans-
Canada Air Lines for 1962, the Auditor’s Report to Parliament for 1962 in
respect of Trans-Canada Air Lines, and the budget for 1963 of Trans-Canada
Air Lines, tabled on May 17, 1963, be referred to the Sessional Committee on
Railways, Air Lines and Shipping.

TuEsDAY, November 26, 1963.

That the Sessional Committee on Railways, Air Lines and Shipping ap-
pointed November 15, 1963, be composed of Messrs. Addison, Balcer, Béchard,
Bell, Deachman, Fisher, Forbes, Granger, Grégoire, Gundlock, Hahn, Leboe,
Lloyd, Macaluso, Mitchell, Monteith, Muir (Lisgar), Nugent, Prittie, Pugh,
Richard, Rideout, Rock, Rouleau, Sauvé and Southam.

Fripay, November 29, 1963.

That the names of Messrs. McNulty, Guay, Crossman, and Cantelon be
substituted for those of Messrs. Macaluso, Sauvé, Rideout, and Bell respectively
on the Sessional Committee on Railways, Air Lines and Shipping.

MonpayY, December 2, 1963.

That the Sessional Committee on Railways, Air Lines and Shipping be
empowered to print such papers and evidence as may be ordered by the Com-
mittee, and that Standing Order 66 be suspended in relation thereto; and
that it be granted leave to sit while the House is sitting.

That the names of Messrs. Rideout and Rhéaume be substituted for those of
Messrs. Crossman and Gundlock respectively on the said Committee.

WEDNESDAY, December 4, 1963.

That the name of Mr. Chrétien be substituted for that of Mr. Rouleau on
the Sessional Committee on Railways, Air Lines and Shipping.
Attest.
LEON-J. RAYMOND,
Clerk of the House.



REPORTS TO THE HOUSE
The Sessional Committee on Railways, Air Lines and Shipping, owned and
controlled by the Government, has the honour to present its
FIRST REPORT

Your Committee recommends:

1. That it be empowered to print such papers and evidence as may be
ordered by the Committee, and that Standing Order 66 be suspended in re-
lation thereto.

2. That it be granted leave to sit while the House is sitting.

Respectfully submitted,

JEAN T. RICHARD,
Chairman.

The Sessional Committee on Railways, Air Lines and Shipping, owned and
controlled by the Government, has the honour to present its

SECOND REPORT

Your Committee recommends that its quorum be reduced from 14 to 10
members, and that Standing Order 67(2) be suspended in relation thereto.

Respectfully submitted,

JEAN T. RICHARD,
Chairman.
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MINUTES OF PROCEEDINGS

MonDAY, December 2, 1963.
(1)
The Sessional Committee on Railways, Air Lines and Shipping met at
2:05 o’clock p.m. this day for organization purposes.

Members present: Messrs. Addison, Balcer, Béchard, Cantelon, Crossman,
Fisher, Granger, Grégoire, Lloyd, McNulty, Mitchell, Muir (Lisgar), Prittie,
Richard, Rock, Southam (16).

Mr. Addison moved, seconded by Mr. Béchard, that Mr. Richard be elected
Chairman of this Committee.

Thereupon, Mr. McNulty moved, seconded by Mr. Crossman, that the
nominations be now closed.

Mr. Richard was declared duly elected as Chairman. The Chairman thanked
the Committee for the honour bestowed upon him.

On motion of Mr. Rock, seconded by Mr. Crossman,

Resolved,—That Mr. Granger be elected Vice-Chairman of this Committee.

Mr. Prittie moved, seconded by Mr. Fisher,

Resolved,—That the Committee seek authority to print from day to day its
Minutes of Proceedings and Evidence.

On motion of Mr. Fisher, seconded by Mr. Muir (Lisgar),

Resolved,—That the Committee print 850 copies in English and 400 copies
in French of its Minutes of Proceedings and Evidence.

Mr. Mitchell moved, seconded by Mr. Fisher,

Resolved,—That the Committee seek permission to sit while the House
is sitting.

Mr. Rock moved, seconded by Mr. Lloyd,

That the quorum be reduced from 14 to 10 members.

And debate arising thereon, the question being put on the said motion, it
was resolved, on a show of hands, in the negative; Yeas: 5, Nays, 9.

At 2:30 o’clock p.m., on motion of Mr. McNulty, seconded by Mr. Béchard,
the Committee adjourned until tomorrow at 9:30 o’clock a.m.

TuEsDAY, December 3, 1963.
(2)

The Sessional Committee on Railways, Air Lines and Shipping met at
9:40 o’clock a.m. this day. The Chairman, Mr. Jean T. Richard, presided.

. Members present: Messrs. Addison, Balcer, Béchard, Cantelon, Deachman,
Flsl:xer, Eorbes, Guay, Granger, Grégoire, Hahn, Lloyd, Mitchell, Monteith,
f/[mr (Lisgar), Nugent, Prittie, Pugh, Rhéaume, Richard, Rideout, Rock, Rou-
eau (23).
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Also present: The Honourable George Mcllraith, Minister of Transport.

In attendance: From Trans-Canada Air Lines: Messrs. G. R. McGregor,
President; H. W. Seagrim, Senior Vice-President, Operations; W. S. Harvey,
Vice-President, Finance and Comptroller; R. C. MacInnes, Director of Public
Relations; André Gauthier, Area Manager, Government and Public Relations;
H. D. Laing, General Auditor; H. S. Bowman, Finance Accountant and N. E.
Taylor, Chief of Economic Research.

The Chairman invited Mr. G. R. McGregor, President, to read The Trans-
Canada Air Lines 1962 Annual Report.

The examination of the witnesses namely: The Honourable George Mc-
Ilraith, Minister of Transport, and Messrs. McGregor and Seagrim concerning
the Financial Section of the Report ensued and continuing at 12:00 o’clock noon,
on motion of Mr. Nugent, seconded by Mr. Lioyd, the Committee adjourned until
this afternoon at 3:30 o’clock.

AFTERNOON SITTING
(3)

The Sessional Committee on Railways, Air Lines and Shipping met at
3:55 o’clock p.m. this day. The Chairman, Mr. Jean T. Richard, presided.

Members present: Messrs. Addison, Balcer, Béchard, Cantelon, Deachman,
Fisher, Granger, Grégoire, Guay, Hahn, Lloyd, Mitchell, Monteith, Nugent,
Prittie, Pugh, Richard, Rideout, Rock, Rouleau (20).

Also present: The Honourable George Mecllraith, Minister of Transport.

In attendance: The same as this morning’s sitting. Mr. McGregor’s exam-
ination was resumed.

And the examination of the witnesses continuing,

At 5:35 o’clock p.m, the quorum having vanished, the Committee adjourned
until this evening at 8:00 o’clock p.m.

EVENING SITTING
(4)

The Sessional Committee on Railways, Air Lines and Shipping met at
8:17 o’clock p.m. this evening. The Chairman, Mr. Jean T, Richard, presided.

Members present: Messrs. Addison, Balcer, Béchard, Cantelon, Deachman,
Fisher, Forbes, Granger, Grégoire, Guay, Hahn, Lloyd, Mitchell, Monteith,
Nugent, Prittie, Pugh, Rhéaume, Richard, Rideout, Rock (21).

Also present: The Honourable George Mcllraith, Minister of Transport.

In attendance: The same as at this morning and this afternoon’s sittings.

On motion of Mr. Prittie, seconded by Mr. Lloyd,

Resolved,—That sections intituled Financial, Tariffs, Service and Traffic
Growth be adopted as read.

Mr. McGregor’s examination was resumed.

And the examination of the witness continuing,

At 10:08 o’clock p.m. on motion of Mr. Mitchell, seconded by Mr. Guay, the
Committee adjourned until tomorrow at 3:30 o’clock p.m.

-
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WEDNESDAY, December 4, 1963.
(5)

The Sessional Committee on Railways, Air Lines and Shipping met at 4:43
o’clock p.m. this day. The Chairman, Mr. Jean T. Richard, presided.

Members present: Messrs. Béchard, Cantelon, Chrétien, Deachman, Fisher,
Forbes, Granger, Grégoire, Guay, Hahn, Lloyd, McNulty, Mitchell, Muir (Lis-
gar), Nugent, Prittie, Pugh, Rhéaume, Richard, Rideout, Rock, Southam (22).

Also present: The Honourable George Mcllraith, Minister of Transport.

In attendance: From Trans-Canada Air Lines: Messrs. G. R. McGregor,
President; W. S. Harvey, Vice-President, Finance and Comptroller; H. W. Sea-
grim, Senior Vice-President, Operations; A. C. MacInnes, Director of Public
Relations; André Gauthier, Area Manager, Government and Public Relations;
H. D. Laing, General Auditor; H. S. Bowman, Finance Accountant and N. E.
Taylor, Chief of Economic Research.

The Committee resumed the examination of the witnesses,
Mr. Grégoire asked that Mr. McGregor tabled the Dixon-Speas’ Report.

The Chairman ruled that request out of order, citing Beauchesne’s 4th Edi-
tion, page 135, citation 159 (5).

Mr. Grégoire moved, seconded by Mr. Lloyd, that this Committee asks the
Minister of Transport to disclose the report of T.C.A. on the choice of a new
Moyen-Courrier, to the Members of this Committee.

And the question being put on the said motion, it was resolved, by a show
of hands, in the negative. Yeas: 1, Nays: 18.

On motion of Mr. Grégoire, seconded by Mr. Fisher, that the presidents or
their representatives of Canadair and De Haviland of Canada be called as wit-
nesses to appear to this Committee.

And debate arising thereon, both the mover and the seconder agreed to
have their motion referred to the steering Committee for study and to report
to the Main Committee.

And the examination of the witnesses continuing, at 5:50 o’clock p.m. the
Committee adjourned until tomorrow at 9:30 o’clock a.m.

Maxime Guitard,
Clerk of the Committee.
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EVIDENCE

TuEsDAY, December 3, 1963

The CHAIRMAN: We have a quorum.

This is our first regular meeting and I hope that it will be fruitful and as
orderly as possible. I count on your assistance, co-operation and indulgence
and I know, with your experience and your help, along with the help of our
witnesses, we will have some very good and satisfactory meetings.

As you will realize, among the matters referred to this committee by the
House of Commons on November 20 was the annual report of Trans-Canada
Air Lines for 1962 and the auditor’s report to parliament for 1962 in respect of
Trans-Canada Air Lines and the budget for 1962 which was tabled on May 17,
1963.

Yesterday it was agreed that we should proceed with our examination of
the position of Trans-Canada Air Lines and this morning we have with us the
officials, including Mr. G. R. McGregor, president, Mr. Seagrim, Mr. Harvey,
Mr. MacInnes and Mr. Gauthier as well as Mr. J. A. de Lalanne, the auditor.
We have several other officials from T.C.A. including Mr. Lamoureux, Mr.
Taylor and Mr. Laing.

Gentlemen, it has been the practice in the past to proceed immediately with
the presentation of the report by the president, Mr. McGregor. I suggest to you
that this report should be read by Mr. McGregor in toto following which we
shall proceed with our questions, section by section. I am sure this procedure
will allow ample latitude to all members of the committee to raise questions
in an orderly fashion so that we are not jumping from subject to subject day
by day.

Mr. Muir (Lisgar): Mr. Chairman, before we take the report I would like
to draw the attention of yourself and the committee to the fact that we omitted
to appoint a steering committee yesterday. I think this should be done. I think
we should complete the appointment of the committee before we hear the
report.

The CHAIRMAN: Gentlemen, I am in the hands of the committee. I am
quite willing to receive the usual motion to that effect and to meet with such
a committee immediately after our meeting today, or tomorrow.

Mr. Muir (Lisgar): I believe it has been usual in the past, sir, to have two
members of the government, two members of the official opposition and one
member from each of the other groups. Perhaps that would meet with your
approval; that has been the practice.

The CHAIRMAN: I think the usual practice is to allow the Chairman to
select the members. I understand your point of view and I will follow that
procedure if the committee will give me the authority to select a group of five
or six members to serve on the steering committee.

Mr. MITCcHELL: I so move.

Mr. NuGgeNT: I did not think it was for the Chairman to select members.
I thought it was for the parties, in consultation with the committee.

The CHAIRMAN: I have served on a number of committees and I think the
usual practice has been to allow the Chairman to have that discretion. I will
follow any other practice you want.
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Mr. Muir (Lisgar): I think it is usual for you to consult with the whips.
Is that not right?

The CHAIRMAN: Yes.

Does that meet with the approval of the meeting? ¢

Agreed.

Mr. NUGENT: One more thing, Mr. Chairman. I was not at the organization
meeting, and I would ask if the number of meetings set for today was discussed
at that meeting? Is the possibility of changing the number of meetings in one
day open to the steering committee, and will the steering committee meet before
the next meeting is scheduled?

The CHAIRMAN: Yesterday at the meeting on organization meetings were
set for today, for Wednesday, for Thursday and Friday. It was suggested that
that would only be in the event that we have not completed the T.C.A. discus-
sion. It was decided that meetings would be held in relation to Canadian
National Railways next week, beginning Thursday. That, of course, is in the
hands of the committee.

Mr. NuGgeNT: Do I understand that yesterday three meetings a day were
set for this week?

Mr. FisHER: It was agreed to. I think it must be pointed out that the an-
nouncement was in Votes and Proceedings for three meetings ahead of time.
This raises a petty question but one that has intrigued me. Who is responsible
for setting up these committees? Was it Mr. Mcllraith’s responsibility?

Mr. McILraITH: It was not 1.

The CHAIRMAN: Mr. Fisher, as I told the committee yesterday at the organ-
ization meeting, the first organization meeting was supposed to be called on
Friday and at that time the committee clerk had already set meetings to begin
this week.

Mr. FisHER: In other words, it was the committee clerk who had arranged
this?

The CHAIRMAN: He had arranged with me to start on Tuesday.

Mr. FisHER: Then could I ask him a question. What is your authority for
doing this? This, of course, applies to more than this committee.

The CHAIRMAN: Mr. Fisher, surely someone has to proceed with these mat-
ters.

Mr. FI1sHER: Let me put it to you in this way—

The CHAIRMAN: There is no authority.

Mr. FisHER: That is what I wanted to find out.

The CHAIRMAN: That is why I submitted this matter to you yesterday and
to the members of the committee for approval because it was only a tentative
date.

Mr. Mumr (Lisgar): Mr. Chairman, may I interject at this time that it was
because the meetings had already been set up for today that the committee
accepted, but from now on it should be in the hands of the steering committee.
We just set meetings for today; is that not right?

The CHAIRMAN: No, they set meetings for the rest of this week.

Mr. Muir (Lisgar): Not three times a day?

The CHAIRMAN: One on Wednesday and Friday, if necessary, three today,
and Thursday.

Mr. NuGeNT: It is not usual for a committee to set so many meetings every
day so far ahead. It is usually arranged in accordance with the number of
committee meetings and the arrangements are carried out in consultation with

d
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the steering committee. The steering committee consults the party whips to find
out what are the other committees and what conflicts there are with the mem-
bers.

May I now ask the chairman to put this question of three meetings today
and three meetings again on Thursday to the steering committee.

Mr. Rock: It was already settled yesterday. Why is it brought back again
today? I cannot understand why it should be brought up again.

The CHAIRMAN: There is only one meeting set for tomorrow, and I intend
to call a steering committee today and ask them to set the meetings after
tomorrow’s meeting because I am sure that I as well as other members of the
committee would like to feel that the whole committee has something to say
about the dates and the hours of the meetings.

Mr. NuGeNT: Thank you, Mr. Chairman.

Mr. G. R. McGREGOR (President, Trans-Canada Air Lines): The report
proper, which commences on page 5 of the printed book is dated February 28,
1963, and it is addressed to the Minister of the Department of Transport.

Sir: The board of directors submit the annual report of the Trans-Canada
Air Lines system for the year 1962.

Financial

A deficit of $3,540,625 was incurred in 1962. This is a substantial improve-
ment over 1961 and marks progress towards financial recovery. Operating
revenues were $183,473,467, an increase of 11 per cent.

The year was characterized by higher revenue yields per passenger mile,
but with a continued shift to economy class travel, a slackening in the rate of

traffic growth and lower load factors. There was a further reduction of unit
costs.

It had become evident by the close of 1961 that the extent of the move-
ment to economy class travel was denying to the airline the revenue it needed
to pay its way, and an upward revision to North American fares was made on
April 1, 1962. Following devaluation of the Canadian dollar, international fares
were adjusted in accordance with international air transport association regula-
tions to maintain the status quo in terms of United States dollars. These
actions together raised the revenue per average passenger mile from 5.81c.
to 6.04c. Economy class travel increased from 79 per cent to 88 per cent of the
total.

On North American services the rate of passenger traffic growth expressed
in passenger miles slowed to 4 per cent from the 20 per cent of 1961. This
tendency was particularly noticeable on the shorter routes, while long haul
transcontinental passenger growth was inhibited by a competitive fare disad-
vantage.

Passenger traffic to continental Europe grew 29 per cent although there
was only a modest increase in traffic to the United Kingdom. Excursion fares
and fully competitive aircraft together captured for T.C.A. much -Canada-
Caribbean traffic. The growth in passenger miles on southern services was
30 per cent. This was the second consecutive year of swift expansion.

Commodity traffic recorded a very satisfactory growth. Air freight traffic
rose 25 per cent, air express 14 per cent and mail 8 per cent.

The system passenger load factor fell from 64 per cent to 60 per cent as
DC-8 and Vanguard services expanded. Some drop in load factor must be
expected when the larger increments of seats are first applied to particular
routes.

The modern fleet and facilities provided further cost relief in 1962.
Operating expense per available ton mile continued to improve, dropping
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from 31.30¢ to 29.67¢, and total expense (including non-operating items,
mainly interest) declined from 32.95¢ to 31.52¢ per available ton mile.
Behind these improvements lay the rising productivity of aircraft and
employees:
1962 1961
Aircraft productivity—available ton miles per hour 3,178 2,585
Employee productivity—available ton miles per
eMPlOYEe . ..t i o e e RS U RS 49,837 44,557

Ownership costs, as represented by depreciation, interest and insurance,
amounted to $35,433,000. A comparison with 1961 shows the changes:

1962 1961
$000 $000
Depreciation and amortization . ....... . cccieeeans 23,257 19,921
Net interest . 3 la. ik in g s BRSO e RS Sl 10,542 9,018

Insurance ... S LT A T I e N s e T R 1,634 2,968
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Capital expenditures in 1963 totalled $21,100,000, of which payments on
the last three Vanguards and on. five DC-8F aircraft, together with the cost
of completion of the Halifax maintenance base, were the major items.

Tariffs

The twin objectives of the April 1 revision to the North American fare
structure were a reduction of the differential between the price of domestic
first class and economy class transportation and the establishment of a more
realistic relationship in ticket price per mile betweéen long haul and short
haul operations. On the one hand this substantially improved the company’s
yield per average passenger mile and on the other, virtually put an end
to the cross subsidization within the airline that had previously required
passengers on the longer flights to pay part of the cost of giving service to
travellers on shorter distances.

The company believes that it now has passenger and cargo tariffs that
represent a proper relationship between the cost of giving service and the
value of that service to the air passenger or shipper. It is not anticipated
that any further tariff adjustment will be necessary in the foreseeable future
unless further reductions in unit expenses make possible a‘ general tariff
reduction. Certainly this step will be taken if it can be shown to be economically
sound, but it is not likely that this will change the new and sounder relation-
ship between short and long haul domestic fares.

Of particular interest to the company in 1962 was the international air
transport association approval of discounts as high as 38 per cent from existing
fares for groups of 25 or more persons travelling together on the North
Atlantic. Also, TCA lowered cargo rates for a number of specific commodities
moving between Canada and the Caribbean. New economy class fares were
introduced for passengers travelling in groups of ten or more on domestic
services.

In considering international fares, it should be remembered that these are
based upon general industry agreement. TCA is, however, not entirely
satisfied with present international tariffs and has pressed at International
air transport association meetings for lower fares and particularly for a
reduced differential between first class and economy class charges.

Service and Traffic Growth

In 1962 TCA marked its twenty-fifth year of public service by offering
the greatest capacity for passenger travel and commodity shipment in its
history. Almost 600 million ton miles of air transportation were made available,
an increase of 14 per cent from the previous year. During the busiest months,
24 return flights a week were operated on the North Atlantic providing over
3,000 seats in each direction. Transcontinentally over 1,000 seats were offered
daily in each direction.

More service of a better quality was provided as the company realized
its long-term objective of operating an all-turbine powered fleet everywhere
except to the small prairie centres where runway lengths required the continued
use of DC-3 equipment.

To adjust this fleet to the further demand for economy class service,
changes were made in the seating configuration of the DC-8s, Vanguards, and
Viscounts. Specifically this called for 111 economy class seats and 20 first
class seats on the DC-8; 90 economy class seats and 18 first class seats on the
Vanguard and 39 economy class seats and 12 first class seats on the Viscount.
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The increase in available transportation was supported by the most
intensive sales effort in TCA’s history. A major advertising program, using
newspapers, television and radio, and supplemented by direct sales activity
in all the communities served by the airline, aimed at the general stimulation
of air travel and air shipment. Particular emphasis was put on the encourage-
ment of business in the normally slack winter season. The success of these
efforts was reflected in record revenues. For the fourth time in the past five
years TCA advertising was judged to be the best in the Canadian transporta-
tion field.

The growth of air freight traffic accelerated very satisfactorily. This trend
was due, in part, to the improved shipping service made possible by the larger
and faster turbine powered aircraft, particularly the Vanguards with their
great cargo capacity. Credit must also be given to the company’s very active
promotion of air shipment and the growing awareness of the business com-
munity of the advantages of the service offered.

The airline flew 12,862,000 ton miles of mail. The bulk of this constituted
first class domestic mail which has been generally transported by air since
1948. A new contract was negotiated with the Canada post office in 1962 to pro-
vide for the growing volume of mail being carried on North American routes.
This increases the permissible monthly volume of mail transport and its pay-
ment. The lowest rate is reduced from 62¢ to 48¢ per ton mile, a decrease of
approximately 224 per cent. It is through this type of cooperation between the
Post Office Department and T.C.A. that it has been possible to bring about in
Canada one of the highest standards of air mail service in the world at low
cost to the consumer. No other country offers to the public air mail service on
the scale available in Canada at rates of 5¢ for the first ounce and 3¢ per
ounce thereafter, up to 8 ounces per piece.

In the summer months the airline, for the first time, scheduled a daily
through service with DC-8 jet aircraft between Vancouver, Toronto, Montreal
and continental Europe. These flights served Calgary four days a week and
Edmonton three days a week.

The company’s operations to Brussels were suspended on March 2 due to
insufficient traffic to and from that point.

On June 7 T.C.A. had the honour of transporting Her Majesty The Queen
Mother from London to Montreal on a scheduled jet flight. This operation was
conducted with efficiency, the aircraft touching down at precisely the planned
minute. The Queen Mother, in the course of the Atlantic crossing, thoroughly
endeared herself to the other passengers.

The company observed its twenty-fifth birthday by flying one of its origi-
nal aircraft, a ten passenger Lockheed 10A, from Halifax to Vancouver. It was
then used on September 1 to re-enact over the 122-mile route between Van-
couver and Seattle T.C.A.’s first scheduled flight which had taken place on that
same day a quarter of a century before.

The commercial agreement with the British Overseas Airways Corporation
on the North Atlantic was continued to the advantage of the carriers and the
travelling public. Joint planning provided a superior schedule of Overseas
flights and permitted important operating economies.

At year end, T.C.A. was operating over 35,246 miles of air routes and serv-
ing 58 communities in Canada, the United States, the British Isles, continental
Europe and the Caribbean. The company’s route pattern is illustrated by the
map on pages 12 and 13.
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Equipment and Facilities

During 1962 one additional DC-8 aircraft and two more Vanguards entered
service with the company and the last of the piston powered super constella-
tations was retired. At the end of the year the airlines’ turbine powered fleet
consisted of 11 DC-8s, 22 Vanguards and 48 Viscounts. In addition, two DC-3s
were still in service on the Prairie routes. On October 10 a Viscount was dam-
aged beyond economical repair by an R.C.AF. aircraft at Bagotville. Eight
other Viscounts were taken out of schedule service.

Manufacture of the four Douglas DC-8F aircraft previously ordered for
early 1963 delivery proceeded on schedule. In December an order was placed
for a fifth aircraft of this type. The DC-8F will possess a high degree of load
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flexibility and can be used entirely for the carriage of freight or passengers or
a mixture of both. It will integrate readily into the existing DC-8 fleet and will
provide T.C.A. with the ability to expand its cargo carrying capacity both

domestically and internationally at precisely the pace required by market
demand.

TCA'’s operating reliability reached new levels of excellence with on-time
performance being comparable to the best in the North American air transpor-
tation industry. While this was partly due to the efficiency of the turbine
powered aircraft, tribute should also be paid to the skill of the Company’s
personnel who maintained the highest technical standards. In 1962 T.C.A. flew
98 per cent of all scheduled mileage.
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It is of interest that by the end of the year Rolls Royce Dart engines in
T.C.A.’s Viscount aircraft had, with the approval of the Department of Trans-
port, reached a 4,200-hour service life between overhauls. This is the first
time in the air transportation industry that an engine has won such a
high service life and great credit is due to both the manufacturer and T.C.A.’s
own technicians for this achievement.

The new automatic reservations system, designed and manufactured in
Canada, was applied to 65 per cent of T.C.A.s domestic routes and was
expected to have full application early in 1963. This very advanced electronic
equipment demonstrated its worth from the outset by greatly improving the
speed and accuracy of the reservations process. The heart of the ReserVec
system is a central registry in Toronto consisting of dual general purpose
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electronic computers built to T.C.A. specifications. The device by which pas-
senger agents seek and receive information from the central computer is
known as a transactor and over 300 of these in T.C.A. offices across Canada
and the United States are linked to Toronto through relay equipment and
standard telephone type lines. During the year the company completed the
training of its own highly skilled staff of computer operators and technicians.

On July 3 the company’s headquarters offices in Montreal moved to the
new Place Ville Marie. Involved were approximately 500 company personnel
previously scattered at a number of Montreal locations. The move served
the purpose of consolidating all Headquarters activities under one roof in the
interests of administrative efficiency.

Construction of the new maintenance hangar at Halifax was completed and
this modern facility, designed to accommodate the large turbine powered
aircraft, was occupied at year end.

New and improved sales offices were opened at several European points
including Dusseldorf, Geneva and Zurich.

The Company maintained a close and constructive relationship with the
Department of Transport and lent its technical advice to the planning of
improved airport and airway facilities throughout Canada. This close associa-
tion of an operating airline and a government department has, for the last

quarter century, contributed greatly to the healthy development of Canadian
commercial aviation.

Board of Directors

Retiring from the company’s board of directors in 1962 were Mr. J. Camp-
bell Haig and A/V/M C. M. McEwen. The directors wish to express appreciation
for their valued services.

Appointed to the board of directors were the hon. Leslie M. Frost of
Toronto and Mr. R. S. Misener of Winnipeg.

Personnel

At the close of the year there were 11,719 men and women in T.C.A.'s
employ and it is worthy of note that in its quarter century of service the
company has developed one of the most skilled groups in the air transportation
industry. Almost entirely Canadian, the airline’s employees represent an
accumulation of experience and specialized knowledge that is a national asset.

Staff productivity again increased, as a rise of 14 per cent in available ton
miles of air transportation was achieved with a growth of only 2 per cent in
the work force.

The transition from a piston powered to a turbine powered fleet was
accomplished smoothly thanks to the careful training of staff in the new
techniques required. The board of directors wish to take this opportunity
to thank all staff for a year of loyal and able effort.

Relationships with organized labour continued in the main to be healthy.
Outlook

While 1962 was a year of adjustment, T.C.A. enters 1963 strengthened
by a well established fleet of the most modern aircraft and by a staff now
well conversant with the requirements and challenges that have accompanied
major technological changes in the air transportation industry. The airline
is in a position to attain even higher service standards and to seek further
operating efficiencies.

Flight frequencies will be increased as required by public demand and

improved scheduling will be sought within the limitations imposed by technical
and other considerations.
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Another Vanguard and four DC-8F aircraft will be delivered early in
1963. Two of the latter will be in composite cargo-passenger configuration
and two in all-passenger configuration, but all will lend themselves to ready
flexibility of load. The first of the composite DC-8Fs, capable of carrying 117
passengers and up to 28,000 pounds of cargo, will enter service on the
trans-Atlantic route in March. These aircraft will considerably increase T.C.A.’s
cargo carrying capacity while meeting demands for additional passenger seats.
Eventually one or more of the DC-8Fs will probably be converted to all-cargo
carriage when the demand for such a large capacity warrants.

The company’s technicians will continue their thorough investigation of
the new types of aircraft that may be required by the airline in future years.
The threat of the supersonic aircraft is still sufficiently far away that the
need for any decision in this area is unlikely to arise for at least the next
three years. The same cannot be said with respect to the short-to-medium
range jet type and this selection will continue to be the subject of searching
technical and economic analysis.

With the new automatic reservations system fully operational, a distinct
improvement can be anticipated in the speed and accuracy of the company’s
reservations service. Almost instantaneous response can now be obtained to
reservations requests from any point on the North American route network.
Furthermore the possibilities of human error have been greatly reduced.

Better economic health for the air transportation industry can now be
forecast following a very difficult period in which the costs of introducing new
turbine powered equipment combined with a condition of over-capacity to
produce a series of financial deficits for most carriers. This phase of expensive
transition is now passing and it is to be hoped that the inherent efficiency
of the new flight equipment, together with continued traffic growth, will
produce substantially better financial results. The problems of excessive capacity
and uneconomic competition will continue, however, to harrass the industry
in some areas, a fact that is recognized by the general trend towards airline
merger and pooling throughout the world.

T.C.A. looks forward in 1963 to a healthy increase in both its passenger
and commodity traffic. This will be stimulated by aggressive sales activity.
The airline will operate a full year under the revised passenger tariff, as com-
pared with nine months in 1962, and this also should have a buoyant effect
upon revenues. All possible economies, commensurate with good service
standards, will be sought and it is hoped that some further reduction in unit
operating expenses can be achieved. If these forecasts prove valid and if there
is no deterioration in the airline’s competitive position, T.C.A. should return to
the profit position which it enjoyed during the nine years prior to 1960.

The CHAIRMAN: Gentlemen, you have heard the annual report. I note
there is also included in that report a balance sheet, a statement of income
and the auditor’s report. I suppose it is the wish to the members of this com-
mittee that these should be printed in the Minutes of Proceedings and Evidence,
is it agreeable?

Some hon. MEMBERS: Agreed.
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Trans-Canada Air Lines

BALANCE SHEET—TCA—as at December 31, 1962

ASSETS
CURRENT ASSETS
OAgRE 53 svidareh shoen /s s hies Sk $ 2,818,584
Accounts receivable
Government of Canada .... $ 2,559,718
General traffic ........... 10,514,028
(5401 et Y PR § I LR o 5,237,010 18,310,756
Materials and supplies—
at cost less obsolescence .. 24,088,609
Other current assets .......... 425,989
$ 45,643,938
INBURANCE BUND ... eaosss 8,816,596
CAPITAL ASSETS
Property and equipment—at cost $274,825,089
Less: Accumulated depreciation 72,224,845
$202,600,244
Progress payments ........... 15,033,406 217,633,650
UNAMORTIZED AIRCRAFT INTRODUCTORY COSTS 2,216,882

$274,311,066

This is the balance sheet referred to in my report to the
Minister of Transport dated February 8, 1963.

J. A. deLALANNE,
CHARTERED ACCOUNTANT,

Auditor.

LIABILITIES

CURRENT LIABILITIES
Accounts payable.............
Traffic balances
payable to other air lines .
Air travel plan deposits
Salaries and wages
Unearned
transportation revenue ....
Interest payable

$ 4,665,036

6,452,738
1,779,050
2,990,028

4,592,753
.............. 2,543,865
$ 23,023,470
LoANS AND DEBENTURES—
Canadian National Railways
Notes‘payable: s calun ey o oo et %
Debentures

$ 55,371,000

182,100,000 237,471,000

INSURANCE RESERVE

CAPITAL STOCK
Common stock—authorized
250,000 shares par value
$100 per share
—issued and fully paid,
50,000 shares

8,816,596

5,000,000

$274,311,066

CapriTAL COMMITMENTS AND
CONTINGENT LIABILITIES

Balance of payments for equipment and
construction under contract ......

Notes under discount with banks in
connection with the Pay Later Plan

W. S. HARVEY,
Vice-President—Finance
and Comptroller.

$30,000,000

2,107,000

DNIdJIHS ANV SANIT Y9IV ‘SAVMIIVYE
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TCA

SESSIONAL COMMITTEE

STATEMENT OF INCOME

1962 1961

Operating Revenues
Passenger $158,791,609 $143,301,442
Mail 10,561,669 10,245,935
Express and freight 10,463,264 8,447,115
Excess baggage 888,825 772,857
Charter 1,188,101 756,771
Incidental services—net 1,579,999 - 1,911,588
$183,473,467 $165,435,708

Operating Expenses
Flying operations $ 37,796,217 $ 37,968,236
Maintenance 38,826,563 34,816,104
Passenger service 13,356,686 13,660,235
Aircraft and traffic servicing 27,338,845 25,757,021
Sales and promotion 27,879,968 24,509,908
General and administrative 7,622,699 6,658,664
$152,820,978 $143,370,168
Income from operations $ 30,652,489 $ 22,065,540
Depreciation and amortization 23,257,274 19,921,497
Operating Profit $ 17,395,215 $ 2,144,043
Non-operating income—net 582,936 1,917,208
Income Before Interest Expense $ 7,978,151 $ 4,061,251
Interest on loans and debentures 11,518,776 10,511,333

Deficit—Recoverable from

Government of Canada $ (3,540,625)

$ (6,450,082)
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AUDITOR’S REPORT

TO THE HONOURABLE, THE MINISTER OF TRANSPORT,
OTTAWA, CANADA.

I have examined the balance sheet of Trans-Canada Air Lines at at
December 31, 1962 and the statement of income for the year ended on that
date. My examination included a general review of the accounting procedures
and such tests of accouting records and other supporting evidence as I con-
sidered necessary in the circumstances.

In my opinion, the accompanying balance sheet and the related statement
of income are properly drawn up, in accordance with generally accepted
accounting principles applied on a basis consistent with that of the preceding
year, so as to give a true and fair view of the state of affairs of the Corporation
at December 31, 1962 and of the results of its operations for the year ended on
that date, according to the best of my information and the explanations given
to me and as shown by the books of the Corporation.

I further report that, in my opinion, proper books of account have been
kept by the Corporation and the transactions that have come under my notice
have been within the powers of the Corporation.

J. A. deLalanne,
Chartered Accountant.

February 8, 1963.
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The CHAIRMAN: Gentlemen, we have now reached the stage of our
proceedings for questions of Mr. McGregor by members. I suggest that in
order to proceed in an orderly manner we proceed through the report paragraph
by paragraph commencing with the paragraph headed “financial”.

Mr. F1sHER: Mr. Chairman, I should like to ask a question for the purposes
of getting information only. How long will the minister be with us this
morning?

The Hon. G. J. McILrRAITH (Minister of Transport): I hope to be here
throughout all the sittings of this committee.

Mr. FisHER: Fine.

The CHAIRMAN: Shall we proceed with our consideration of the financial
“section of this report?

Mr. Muir (Lisgar): Mr. Chairman, I should like to suggest, so that there
will be continuity of questioning, that each member be allowed perhaps ten
minutes to ask a series of questions? Otherwise we are going to have one or
two members monopolizing all the time, doing all the talking, and we will
not have continuity of questions whatsoever. If we do not proceed in an
orderly manner the committee may as well not proceed at all.

The CHAIRMAN: I am in the hands of the committee, but I think your
suggestion is good. Whether the time allotted to each member should be
limited to ten minutes or 12 minutes, I do not know, but I think we should
allow reasonable latitude to members to ask questions. I would hope that
these would not be duplicate questions in respect of a specific subject.

Mr. NUGENT: Mr. Chairman, for the purposes of clarification, when you
refer to a paragraph by paragraph consideration, you are referring to the
sections such as the first one headed “financial”?

The CHAIRMAN: Yes.

Mr. PriTTIE: Mr. Chairman, I have two questions to ask in respect of the
financial section.

First of all there is a notation in respect of losses suffered on short runs.
I wonder whether these losses are to railways and secondly is the whole
passenger growth inhibited by a competitive fare disadvantage? I wonder if
we could have an estimate of the loss to Canadian Pacific Airlines in 1962-63?
I am sure this reference to competition is made in respect of C.P.A.

Mr. McGREGOR: Mr. Chairman, the loss of passengers on short haul runs
was due I think entirely to the fact that the revised tariff dated April 1,
1962 increased the cost per passenger mile of travel on short routes, while
leaving the longer haul routes either at their previous level, or, in one or
two cases, at a reduced level. Naturally there has been a price penalty placed
on short haul operations as compared with long haul operations. This has
had an apparent effect on traffic growth.

In answer to your second question, I should like to say that it is not easy
to make an estimate of the revenue effect or loss as you described it, due
entirely to the fare differential. We do know the total amount of revenue
earned by C.P.A. on its transcontinental operations but it is not easy to make
an accurate estimate. I could make a guess as to how much of the revenue
devolved to C.P.A. entirely because of the fare differential.

Another thing that complicates an estimate of this kind is the fact that
a fare differential favours C.P.A. on economy travel, T.C.A. on first class travel.
Our first class fares on duplicate legs are lower than C.P.A., but the reverse is
true in respect of economy travel.

Mr. PritTIE: I should like to have an estimate made in this regard.

Mr. McGREGOR: It would be very little more than a guesstimate on my
part.
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Mr. FisHER: Mr. Chairman, I should like to ask a supplementary question
in respect of the fare differential. I should like to know whether the officials
of T.C.A. have approached the air transport board about this discrepancy
which exists in the fare structure, asking the air transport board whether it
would consider issuing a tariff, or requesting both air lines to issue a tariff
schedule?

Mr. McGREGOR: Yes. We not only did that, we also made a proposal which
we thought was fair. We offered to refile our tariff on the basis of reaching a
halfway point between the present C.P.A. and T.C.A. economy fares and that
would reach a halfway point between their first class fares and our first class
fares.

In other words, we offered to be one side of an agreement which would
equalize the fares at the midpoint of each.

Mr. FisHER: Did the air transport board bring you and the head of C.P.A.
together on this question?

Mr. McGREGOR: The air transport board invited us to communicate with
one another, which we have done virtually ever since.

Mr. FisHER: What has been the result?

Mr. McGREGOR: There has been absolutely no result.

Mr. FisHErR: Have you taken this matter up with either of the recent
ministers of transport?

Mr. McGREGOR: This has been drawn to their attention. They have been
made aware of the existence of this situation, yes.

Mr. FisHER: There has been no response at all in a positive way?

Mr. McGREGOR: There has been no positive action taken. Both ministers of
transport have expressed concern in respect of the situation.

Mr. FisHER: Have you raised the question with the air transport board
whether it is the responsibility of the air transport board to require matching
rates, or do you believe it is its responsibility?

Mr. McGREGOR: Mr. Fisher, we are not sure it is the responsibility of the
air transport board. Our understanding of the function of the air transport board
is that it has the right to disapprove tariffs filed by companies but not the right
to establish tariffs.

But quite frankly we would like to retain the ability to file what we
believe are proper tariffs and have the air transport board either disapprove
or not, as the case may be. I do not believe it is exactly the function of the air
transport board to take arbitrary action in settling differences of opinions of
this kind. On the other hand, I think it is almost unique in civil aviation, with
identical transportation and identical type of aircraft, or virtually so, to have
companies operating on two different fares on paralleling routes.

Mr. F1sHErR: What is the nub of the difference between C.P.A. and T.C.A.
that cannot be cleared up by discussion?

Mr. McGREGOR: Basically they like to have a fare advantage, for which I
cannot blame them.

Mr. FisHEr: May I ask whether the minister is seized with this situation
and has been considering it?

Mr. McILrAITH: Yes.

Mx_‘. FisHEr: Can you give us any indication whether you feel you have the
authority to make any suggestions or interpretations to the air transport board?

Mr. MCcILRAITH: There is some doubt as to the precise legal position, but
certamly_the point is of very real concern to the minister and it is one that I
would think could not be permitted to continue indefinitely. What the difference
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amounts to in essence is about $20 from Montreal to Vancouver on the economy
class fare. The fare is $20 lower by C.P.A. than by T.C.A.

Mr. FisHER: Do you feel there is an anomaly here that should be removed?
Mr. McILraiTH: The anomaly will have to be removed.

Mr. BALCER: Mr. Chairman, I do not want to interject, but I was faced with
this problem. C.P.A. contends that the present fare structure of their company
on the transcontinental route is a fair one which meets their requirements.
Their argument, as far as they are concerned, is that their fares are realistic
and sound. Their argument is that they are not just taking advantage of T.C.A.

Mr. FisHER: Perhaps I could ask the minister whether he has received an
analysis of this fare business from both T.C.A. and C.P.A.?

Mr. McItrartH: I did not get an analysis from the companies. There is a
whole mass of information in this regard, some in the possession of the minister
and some in possession of the air transport board. The problem has been placed
before the president of C.P.A. by myself, and I must say in all fairness to him
that he is still ill.

Mr. McGRreGOR: Yes, he is at home and not allowed to carry out business.

Mr. McILraiTH: I read nothing into the fact that he has not come back to
discuss the problem. He has unfortunately been in ill-health which prevented
him from coming back, but I think he normally would have been back to
discuss the situation.

Mr. FisHER: Can you give us any indication when we are likely to have a
decision in this regard?

Mr. McILrarTH: I cannot tell you because this is linked with many other
questions which have to do with large matters requiring decisions with respect
to a broad air policy.

Mr. DeacHMAN: I should like to ask a supplementary question.

Mr. FisHErR: I have more questions following the minister’s last answer.
You have referred to a broad air policy, and you indicated in your speech in
the House of Commons that you expected to have something done in this regard
fairly soon. By that I take it you mean a total approach to your commercial
air situation, and that you will do something within the next few months in
respect of such a policy decision?

Mr. McILrarTH: Yes, that is correct. I am quite definitely working on this
problem. I might say that at one point I hoped to have had this policy before
now, but I cannot at this stage be precise on when a decision in respect to
broad air policy is to be made.

Mr. FisHER: Can you give us any hint whether there will be legislation
required?

Mr. McILraiTH: I do not know, but it is not a question of legislation that is
delaying an answer in any way.

Mr. McGREGOR: Mr. Chairman, if I could interject at this point, I should
like to amplify the answer to a question that was asked by Mr. Fisher about
the amount of information supplied in respect of the matter of fare structure.
I should like to explain that fares are not arrived at by some arbitrary method.
We have prepared now twice what we call cost curves showing the operating
costs per seat mile by route length. That is, the vertical ordinate of the curve
is the cost and the horizontal is the length, or distance. This curve is extremely
steep on the short end, but curves down and flattens out. The fare established
for the route length is drawn from that curve. This curve and its structure has
been explained in detail to the air transport board. That board has found no
fault with the technique of construction which is involved.
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I think that explanation might supplement what I have said.

Mr. DeacHMAN: In respect of the equalization of fares, if fares were
equalized as you have suggested, by arriving at a point between the C.P.A.
route and the T.C.A. route, would this result in a higher total cost to Canadian
passengers travelling on these routes?

Mr. McGREGOR: It would result in higher economy fares and slightly lower
first class fares than C.P.A.’s present fares.

Mr. DEACHMAN: As first class fares are tending to decline in relation to
economy fares, the tendency would be a shift to a higher rate placed upon
passengers; is that correct?

Mr. McGREGOR: Any higher rate shifts upon passengers, I guess.

Mr. DEaceaMAaN: I am talking about the total number of dollars which
passengers in Canada expend on air fares within this framework of which we
are speaking.

Mr. McGreGor: I think that is correct.

Mr. DEaAcHMAN: So in fact this would fix a price or fix a rate at an equal
rate but at a level which would cost the Canadian user more, and destroy a
competitive position which now gives Canadian passengers the option of
choosing a lower rate; am I correct?

Mr. McGreGor: You are not quite correct, because we are carrying some-
thing like four times as many passengers transcontinental as C.P.A., so the
total cost to Canadian air users as a body by a fare increase in the economy
rate from C.P.A.’s rate at the present level would be a drop from our present
level. I do not think this would cost Canadian users more.

Mr. DEACHMAN: For the total number of passengers carried in Canada
would the sum total of rates in general be higher?

Mr. McGREGOR: They would be lower.
Mr. DEACHMAN: They would be lower?
Mr. McGREGOR: Yes.

Mr. DEAcHMAN: Would the Canadian passenger then receive an advantage
by adopting this rate rather than be charged a higher rate in total?

Mr. McGREGOR: I think that is correct, yes. Our economy fares would
go down half way to the present C.P.A. fares. That is, our return transcon-
tinental rate between Montreal and Vancouver would be dropped by approxi-
mately $10. We are carrying four times as many passengers, so the advantage
to Canadian air travel I think is obvious.

Mr. HAHN: Mr. Chairman, I should like to ask one or two questions in
this same area.

The CHAIRMAN: Have you any other questions?

Mr. ApDISON: Mr. Chairman, I should like to ask a supplementary question.
In relation to this cost curve to which you have referred, as far as passenger
miles are concerned in relation to the effect on C.P.A.’s economy fare, which
is less, does the fact that you have operating costs such as in respect of the
Winnipeg T.C.A. maintenance base have any bearing in this regard? It is
my understanding that the cost of that maintenance base is in the neighbour-

hood of $19 million. Would this be a factor in relation to the difference in
fares?

Mr. McGREGOR: No, I do not think so. Let me explain the history of this
fare situation. T.C.A. and C.P.A. have duplicated route legs and have always
charged the same fares. On January 1, 1961, we both filed identical tariff
reductions. We both operated during 1961 with a very substantial deficit and
we found that we had set the fares too low in relation to our operating costs.
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We therefore proposed a general fare revision, as I described previously,
for April 1, 1962. We of course advised C.P.A. of our intention of doing so.
C.P.A, up until a very few days before the effective date of the tariff, by
accident or otherwise, created the impression in our minds that they were
going to make duplicate fares. At that time I remember Mr. McConachie
saying that he agreed that the yield was not as high as it should be. However,
C.P.A. did not duplicate the fares, but have carried on with a fare structure
which went into effect on January 1, 1961. This is why there is a difference
in two ways; why we have lower first class and they lower economy. That is
the history of the situation.

Mr. HaHN: As I understand the structure now, T.C.A. is lower in respect
. of first class fares and C.P.A., as you have said, is lower in respect of economy
fares across the country?

Mr. McGREGOR: That is right.

Mr. Haun: If T.C.A. were to follow the pattern you would drop your
economy fares?

Mr. McGREGOR: May I interrupt you, Mr. Hahn and explain that I do not
think this would be following our pattern. I do not think it would be adhering
strictly to the cost curve described. This was a compromise suggestion we
made in an effort to remove an unsatisfactory situation in respect of fare
differentials for identical services.

Mr. HAHN: Mr. McGregor, do you know whether C.P.A. can operate on
their economy fare structure, keeping in mind that economy traffic represents
the bulk of traffic, on an economic basis?

Mr. McGREGOR: I am afraid I do not have the financial results by routes
of C.P.A’s operation.

Mr. HAHN: Mr. Chairman, I have two or three more questions to ask in
respect of this general area.

How do the fares of T.C.A. or C.P.A. compare with United States
domestic fares over similar route lengths?

Mr. McGREGOR: I have not made a comparison of C.P.A. fares, but I
presume in view of what I am going to say that the same thing applies to them.
Our transcontinental fares are lower than comparable fares in the United
States. In fact, the cheapest way to travel from Seattle to New York is to
go to Vancouver and cross the continent by T.C.A.

Mr. HAHN: So our fare structure is lower generally speaking than the fare
structure in the United States?

Mr. McGREGOR: That is correct.

Mr. HAHN: What about fares on flights that cross the border into the United
States; are they completely within Canadian control or are they bound by
international agreement?

Mr. McGREGOR: Neither of your two suggestions is accurate. They do not
come under I.A.T.A. jurisdiction or regulation, in respect of which all fares are
identical.

Mr. HauN: They are uniform?

Mr. McGREGOR: Yes.

Mr. FisHER: Overseas fares are settled by international agreement; is that
right?

Mr. McGRreGor: That is right.

Mr. FIsHER: Are the fares then uniform for all carriers flying overseas
routes?
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Mr. McGREGOR: Yes. There are one or two exceptions which are hardly
worth while mentioning; I refer, for example, to an airline of Iceland which
is not a member of I.A.T.A.

Mr. BALCER: Mr. Chairman, I should like to ask Mr, McGregor whether
when setting fares for transcontinental flights he has taken into consideration
the fact that these fares are not exactly realistic, and by that I mean that this
route is partially subsidized by the profit derived from overseas runs?

Mr. McGREGOR: Mr. Chairman, I do not think I can agree with what Mr.
Balcer has said because we have two routes only that are steady contributors
to overhead. One is the transatlantic route, as Mr. Balcer has stated, and the
other is the transcontinental route. I do not think it is quite true to say that
the transatlantic revenues subsidize the transcontinental operation, although
these two routes do subsidize, by cross-subsidization within the company,
many other nonprofitable routes.

Mr. Lroyp: Mr. McGregor in answer to a question concerning the financial
information of C.P.A. you said that such information was not available to
you. Has the air line industry ever seriously studied the possibility of con-
trolling fare structures by the air transport board or an equivalent body?

Mr. McGREGOR: I am afraid I do not understand the question.

Mr. LLoyp: Public utility rate making is regulated on the basic principle
that when you get to a monopoly position, the only way you can judge, in
the public interest, the fairness of the rate structure of a service is to put it
under some rate regulatory board. Has this question ever been debated or
discussed at any depth at any time, or has the wisdom of such a policy applied
to air lines traffic in Canada been considered?

Mr. McGREGOR: Mr. Lloyd, I think I mentioned earlier that the way the
present jurisdiction is established is by the air transport board either approving
or disapproving a tariff submission made to it. If a submission is made and the
air transport board raises no objection to the tariff, the tariff goes into effect
on the file date. To that degree the air transport board has jurisdiction over
present filings.

Mr. Lroyp: Does the air transport board require, as public untility boards
in provinces, a full disclosure of the financial information?

Mr. McGREGOR: Absolutely. In fact, the air transport board study these
cost curves of ours in great detail.

Mr. Lroyp: The air transport board study the whole financial structure of
an application on the part of C.P.A. as well as in respect of T.C.A.?

Mr. McGREGOR: I expect it does.

Mr. Lroyp: But there is no public information received from the air
transport board in regard to the results of their inquiries?

Mr. McGREGOR: Not that I have ever seen.
Mr. Lroyp: This information has never been disclosed publicly.
Mr. McGREGOR: I have never seen it.

Mr. GREGOIRE: Mr. Chairman, I should like to ask a question in respect
of another matter but related to the financial report contained in the first
section of the annual report.

Mr. NUGENT: Mr. Chairman, I should like to ask a question in respect of
this same matter before we move to another point. Mr. McGregor, most of
these companies’ financial statements are made available and I presume that
you have seen C.P.A's financial statement and have had your staff study the
information in respect of where C.P.A. is making a profit and where they are
losing money; is that right?
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Mr. McGREGOR: The fact is that C.P.A. does not put out a financial state-
ment. Their financial statement is included in a paragraph in the annual report
of the C.P.R.

Mr. NuceNT: But that financial statement included in the report of the
C.P.R. I gather from your answer is not sufficiently detailed to enable you
to give us any indication whether they are making a profit on their trans-
Canada hauls or not?

Mr. McGREGOR: It is not detailed at all. This is a report in respect of the
overall operation of C.P.A.

Mr. NUuGeENT: You mentioned that you were carrying four times as many
passenger as C.P.A. Is there a difference in percentage of your aircraft load?
Does C.P.A. operate on a higher load factor?

Mr. McGREGOR: On the average I think that is right.

Mr. NUGENT: Certainly, this would have some effect? If your aircraft is
travelling with a greater load you can operate at a lower cost; is that correct?

Mr. McGReGOR: That is correct.

Mr. NuGeNT: This fact may in itself explain why C.P.A. is content with
the present fare structure?

Mr. McGREGOR: That is correct.

Mr. NUGENT: In respect of fares, you mentioned that the air transport
board has some jurisdiction. Is it not a fact that the air transport board has
less jurisdiction over T.C.A. than it does over a normal commercial airline
such as C.P.A. and P.W.A.?

Mr. McGREGOR: No.

Mr. NugeNnT: Is T.C.A. subject to exactly the same regulations throughout?

Mr. McGRreGoRr: Exactly the same regulations, yes.

Mr. NUuGeENT: Are you subject to exactly the same overseas regulations in
respect of your overseas operations?

Mr. McGRreEGOR: Those regulations are not within the jurisdiction of the
air transport board so far as fares are concerned, except as it may disapprove
I.A.T.A. rates.

Mr. NuGeNT: I am asking you whether you are subject to the same regula-
tions throughout.

Mr. McGREGOR: We are subject to the same regulations throughout, yes.

Mr. MONTEITH: Mr. Chairman, I have one or two questions. I am a mem-
ber of this committee although I am sitting over here.

The CHAIRMAN: We will have to make better arrangements in the future.

Mr. MoNTEITH: Mr. Chairman, in respect of these cost curves to which
Mr. McGregor referred, I am assuming that C.P.A. may well have presented
similar cost curves to the air transport board which might not be comparable
and show a lesser cost.

Mr. McGREGOR: I do not think I am in a position to comment. The air
transport board, I should say, is, and quite rightly so, very pareful about keep-
ing the details of the business of one air line out of the hands of another.

Mr. LLoyp: Mr. McGregor, you said that the air transport board is very
careful about keeping the details of one air line away from another, or at
least I felt that was the import of your observation. In view of the fact that
T.C.A. is a public agency and comes under detailed and critical examina-
tion by a committee, do you feel that this is a disadvantage to you in respect
of this alleged competitive position?

Mr. McGReGOR: Yes, I do.
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Mr. LrLoyp: You do see this as a disadvantage?

Mr. McGREGOR: Yes.

Mr. Lroyp: Therefore, there is something to be said in your opinion for a
better method of rate setting for at least domestic services in Canada?

Mr. McGREGOR: Personally I think the method of rate making adopted by
T.C.A. is excellent, but I should like to know as much about C.P.A.’s operations
as I know about T.C.A.’s operations.

Mr. Lroyp: Do you suggest that you cannot do the kind of comprehensive
administrative job you are required to do to protect the competitive position
with the insufficient information you have received? Do you feel you need
more information in order to perform a better job?

Mr. McGREGOR: No, I do not think one needs more information about a
competitor, according to my understanding of the competitive situation. I think
that anywhere there is competition it is most unusual for both competitors to
have complete information on the economic details of the competitor. I do not
think we would be entitled to that information any more than I think C.P.A.
should be entitled to information in respect of T.C.A.

Mr. BALCER: Mr. McGregor, do you think the fact that C.P.A. is restricted
to only one flight a day while you are not restricted as far as the number of
flights you may make are concerned, has a certain bearing on the fact that
C.P.A. is sort of forced to charge a lower rate to meet this unfavourable
position?

Mr. McGREGOR: Mr. Balcer, I think it is a very natural attitude for them
to take, and I would not suggest that if positions were reversed T.C.A.’s
attitude would be any different. C.P.A. is seeking, as has been suggested, to
get the highest load factor possible; whether the fact they operate only one
flight a day is an advantage over-all or a disadvantage, I am not sure. I would
be inclined to think it is an advantage. C.P.A. suggests, let us have a fare
differential as long as we can get away with it, and, therefore, we will have
a high load factor.

Mr. BALCER: That is one of the arguments they use.

Mr. NuGeNT: Do you suggest that is an advantage, Mr. McGregor? Surely
they would operate more flights per day if they were allowed to. C.P.A. is
restricted in that regard not by its choice; is that right?

Mr. McGRreGoR: I think that is probably right.

Mr. HABN: Do air carriers in the United States operating over the same
routes have the same fare structure, or do they have a different fare structure?

Mr. McGREGOR: I know of no cases where there are different fare structures
for identical services in United States.

Mr. HAHN: Are these fares under the control of an authority in the United
States?

Mr. McGREGOR: Yes, they are under the control of the civil aeronautics
board.

Mr. PugH: I am wondering why you used the word ‘“disadvantage”. You
said in your opinion you thought it would be a disadvantage to have more than
one flight.

Mr. McGreGor: I think if C.P.A’s capacity was increased, and it could
only be doubled presumably, they would have to operate on quite low load
factors; whereas with one flight per day, with a fare advantage, it is not
difficult for them to have a good load factor, and they do have a good load
factor particularly in the summer months.

Mr. PugH: Do you run four flights each way per day?
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Mr. McGREGOR: We say we run four and a half actually counting the
Winnipeg turn around flight and so on.

Mr. PucH: On comparable trans-Canada runs you operate four per day?

Mr. McGREGOR: No, we run only one flight that is identical to theirs in
stopping. We run one non-stop flight from Toronto to Vancouver, one flight a
day stopping at Winnipeg, which is an identical flight to C.P.A.’s flight, and one
through Calgary and one through Edmonton, so we have only one flight that is
identically comparable to C.P.A.’s operations.

Mr. PucH: You say this is identical simply because Winnipeg happens to
be a stop along the trans-Canada route, but surely you have almost identical
flights with the stops at Calgary and Edmonton as well as the straight flight
across the country from Toronto to Vancouver? Just to be clear in this regard,
you say that it would be a disadvantage to C.P.A. to have more than one flight
per day? I should like to follow that through and hear your reasoning. As I un-
derstand what you have said, you are suggesting C.P.A. would probably lose
by having another flight?

Mr. McGREGOR: What I am saying is that I do not think if C.P.A. doubled
its transcontinental capacity it would double its traffic simultaneously. I think
C.P.A. would undergo a time during which their load factor would be dropped
very materially.

Mr. PugH: How long has T.C.A. been operating four flights per day, and
I am thinking of transcontinental flights as distinguished from flights to Win-
nipeg?

Mr. MoNTEITH: I wonder whether the committee member would speak a
little louder?

Mr. PucH: Why did you not get here earlier?

Mr. McGREGOR: T.C.A. has operated four flights throughout 1962.

Mr. PucH: You have operated four flights throughout 1962, is that correct?

Mr. McGREGOR: I believe that is correct. Let me explain that there is a
heavy seasonal fluctuation in respect of traffic, and our flight frequency in
capacity is adjusted to that fluctuation. The number of flights in the total
operation is reduced in the autumn in an attempt each year to show an over-all
correct relationship between traffic as against capacity.

Mr. PuGH: Are the four flights operated throughout the year? Four flights
are taking place at this time, are they not?

Mr. McGRreGOR: Four flights are taking place now, but this is a reduction
from the capacity that was available last July.

Mr. PucH: Naturally in the summertime more people are travelling, but
I am interested in your use of the word ‘“disadvantage”.

Mr. McGREGOR: I said that it may be an advantage or disadvantage. Perhaps
we could have the record read.

Mr. PuGH: That will not be necessary. You did use the word “dis-
advantage”?

Mr. McGREGOR: I used the word, but I said I was not sure whether it would
be an advantage or disadvantage. I think perhaps it is an advantage.

Mr. PucH: You used the word “disadvantage” in respect of C.P.A. not
getting an increase in traffic by, as you said, doubling their service, and I
assume you mean by that two flights as against one?

Mr. McGREGOR: Yes.

Mr. PucH: I should like to revert to a question of revenues; is it fair to
ask you whether you make more money on your overseas routes than on your
transcontinental routes?
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Mr. McGREGOR: I think we make more money on our overseas routes.

Mr. PucH: How much of your profit made on the overseas routes is applied
in Canada, and in respect of that profit split do you include flights which orig-
inate in Winnipeg destined for London?

Mr. Mc@RrEGOR: We separate the traffic which is transatlantic or inter-
national.

Mr. PucH: Yes.

Mr. McGREGOR: If we have a passenger on a flight from Winnipeg to
Montreal, who then continues overseas, that revenue is separated.

Mr. PucH: Yes, I see what you mean. In Canada are you operating any
short runs at a loss?

Mr. McGREGOR: Every short run is operated at a loss, with a few exceptions.

Mr. PucH: All short runs are operated at a loss? Are all your transcon-
tinental runs operating on a profit basis?

Mr. McGREGOR: Yes.

Mr. PucH: All your overseas runs then operate at a profit?

Mr. McGREGOR: Yes.

Mr. GREGOIRE: Mr. McGregor, I should like to ask you one or two ques-
tions in respect of the first part of your report appearing at page 5 where
you state that your $6 million deficit is now reduced to $3,500,000. I think you
must be very proud of this situation, but if you continue to operate the Winnipeg
overhaul base will your deficit increase? How much do. you anticipate your
deficit will increase next year if you continue to maintain the Winnipeg overhaul
base?

Mr. McGREGOR: I do not expect 1963 to produce a deficit.

Mr. GREGOIRE: Do you think the continued operation of the Winnipeg
overhaul base until 1964 will result in an increased deficit?

Mr. McGREGOR: I do not think this will increase the deficit position. What
we are saying is that Dixon, Speas made an estimate of the increase in operat-
ing costs which would devolve from duplicating the overhaul bases. Whether
that, what I might call, unnecessary operating cost is going to put the company
in the red or not, I do not know, but I do not think so.

Mr. GREGOIRE: If it does not increase the deficit it might give you a surplus?

Mr. McGREGOR: It certainly worsens the position.

Mr. GREGOIRE: There has been a report to that effect?

Mr. McGREGOR: That is correct.

Mr. GREGOIRE: What made you change your idea?

Mr. McGRreGoOR: I did not change my ideas at all.

Mr. GREGOIRE: I understand your first idea was to move that base for
overhauling from Winnipeg to Montreal?

Mr. McGREGOR: Yes, by 1966.
Mr. GREGOIRE: Have you changed your idea of moving it from Winnipeg?

Mr. McGREGOR: Basically the change occurred when the study that was
done in respect of small jet aircraft indicated a continuing use of Viscounts in
substantial numbers through to 1973. Perhaps I should explain that situation.
Trans-Canada Air Lines management through me, is under a positive commit-
ment to the personnel of the Winnipeg base to maintain the base at Winnipeg
for the overhaul of Viscounts and Dart engines as long as the company con-
tinues to operate a substantial number of Viscounts.

Mr. GREGOIRE: If by 1966 or 1967 you are no longer operating Viscounts
you will move this overhaul base?
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Mr. McGREGOR: Under those circumstances the base will have to be closed.

Mr. GREGOIRE: It is definite that the base will be kept open while you are
operating the Viscounts?

Mr. McGREGOR: That is correct.

Mr. GREGOIRE: Your decision to keep open the overhaul base at Winnipeg
was made as a result of reports received?

Mr. McGREGOR: Mr. Gregoire, we are getting a little bit far afield, but this
information, so far as I can make out, based on the assumption that the new
small jet aircraft can be overhauled in Winnipeg, is not based on facts.

Mr. GREGOIRE: Will this be less expensive than moving the base to
Montreal?

Mr. McGREGOR: The cost will be fantastically more expensive. We would
have to rebuild the Winnipeg base.

Mr. GREGOIRE: You would prefer to carry out this overhaul work at
Montreal?

Mr. McGREGOR: Very much so.
Mr. GREGOIRE: What made you choose Winnipeg?

Mr. McGREGOR: I did not. There is no suggestion that small jet aircraft
can be overhauled at Winnipeg.

Mr. PRITTIE: Mr. Chairman, Mr. Gregoire did not wait for Mr. McGregor’s
answer. He said it was not a fact that T.C.A. will overhaul jets at Winnipeg.

Mr. McGRreGoORr: That is correct.

Mr. BaLcer: From what you have said, am I correct in understanding that
nothing has been changed as far as the decision by T.C.A. to move out of
Winnipeg is concerned when Viscounts are no longer in service?

Mr. McGReGOR: So far as T.C.A. is concerned that is certainly correct. The
one change that occurred resulted from a study of the small jets, indicating

the desirability of continuing to use a substantial number of Viscounts for a.

longer period than originally estimated.
I am not sure I satisfied Mr. Gregoire in answering his questions.

Mr. Lroyp: Mr. Chairman, I should like to ask a supplementary question.

Mr. NuGeNT: Mr. Chairman, on a point of order, would it not be more ap-
propriate to ask this type of question when we are considering the section
of the annual report covering equipment and facilities?

The CHaRMAN: I have allowed the discussion to go ahead although we

commenced with a consideration of the section dealing with finances. I think

we should proceed in a more orderly fashion. I understood Mr. Gregoire’s
questions up to the point they departed from the financial aspect.

Mr. GREGOIRE: I should like to ask one more question in this regard.

Mr. BALCER: Mr. Chairman, I think perhaps we should clear the situation
or some people will have the impression that T.C.A. has been forced by the
government to accept a loss of $19,800,000 as a result of the exertion of some
political pressure. Mr. McGregor said there was no change in the plans of T.C.A.
Let us have a clear picture because I think it is important that we realize the-
situation, and in all fairness I think we should allow Mr. McGregor to state
the situation clearly.

Mr. McGREGOR: Thank you very much Mr. Balcer. I should like to
read you a paragraph of my letter of November 14, 1962, addressed to the
Winnipeg base personnel, and I think this will make the point very clear
as to what our commitment is. I have no intention of breaking that com-
mitment. As I say, the letter is dated November 14, 1962 and is addressed to
the Winnipeg overhaul base, to all employees at the Winnipeg overhaul base.

sl
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There is a lot more in the letter, but the paragraph that is relevant states:
“Therefore, I feel reasonably certain in forecasting that apart from conditions
over which T.C.A. has no control, T.C.A. will-be operating a Viscount fleet
of not less than 40 aircraft through 1965. Naturally I can be much less
definite as to what may occur thereafter, but it is quite possible that the
Viscount fleet will start to dwindle in numbers perhaps quite rapidly early in
1966”.

That was the paragraph that caused the hullabaloo. One would think
we were shutting off Winnipeg the next day. I say that the Viscount fleet
will start to dwindle so far as I can see in 1966.

There is another paragraph in my letter which states that as long as there
is a substantial number of Viscounts in operation we will keep the base
open.

Mr. Lroyp: I should like to ask a supplementary question. There is no?: a
transfer involved here, but the complete abandonment of a type of operation
which requires certain overhaul alterations.

Mr. McGREGOR: I think that is a more accurate assumption.

Mr. GREGOIRE: Only Viscounts will be overhauled in Winnipeg?

Mr. McGReGor: That is correct.

Mr. GREGOIRE: No other type of aircraft will be overhauled there?

Mr. McGREGOR: No other type of aircraft will be overhauled there.

Mr. GREGOIRE: If the report you received indicated a transfer of the over-
haul of Viscounts to Montreal, would it have been your intention to do so?

Mr. McGREGOR: As far as that committment allowed me to do so, yes.
In other words, as soon as the number of Viscounts in operation falls below
what I call a substantial number, which has been variously thought of as
between 20 and 30, this change should be effected.

Mr. GREGOIRE: So there is no change from the report to the actual facts?
Mr. McGRrecor: Except that we now think we are going to be using a
substantial number of Viscounts longer in time then previously forecast.

Mr. GREGOIRE: There was no political pressure exerted, as Mr. Balcer
stated a few minutes ago?

Mr. McGREGOR: If we are talking about the statement made by the Prime
Minister, so far as I am concerned it was exactly in accordance with our plans.
I even made a press release to that effect.

Mr. BALCER: What about the differences—

Mr. Rock: I think there is something which should be cleared up. I am not
trying to ask another question, but when you said no in respect of political

pressure, you did so by nodding your head, but the record will not show that
head nod.

Mr. McGRrEGOR: I understand the situation. I have been caught by Hansard

before by nodding my head. No, there was no political pressure brought to
bear on T.C.A.

Mr. BALCER: I know Mr. McGregor and know he is not a man who will
bow to political pressure.

Mr. FisHErR: How do you know?

Mr. BaLcer: All I wanted to say was I was surprised to note in the news-
papers that you had expressed the opinion that you were going to stay in Win-
nipeg for ten years, which would result in a net loss to T.C.A. of $19,800,000.

Mr. McGRrEGOR: I did not quite say that, Mr. Balcer. What I said was that
the Dixon, Speas summary report indicated that the cost of maintaining the
Winnipeg base beyond 1966 amounted to $19,800,000 through to 1973. This
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is a sad fact, but it is a fact if Dixon, Speas figures are correct. This is some-
thing in respect of which I can do nothing unless I make a liar of myself with
respect to that letter.

Mr. BaLcer: The only thing that has been changed is the decision by
T.C.A. to stretch out the use of Viscounts?

Mr. McGRreEGOR: That is right. You have put it in a nutshell. That is exactly
correct.

Mr. PucH: Mr. McGregor, is the $19 million figure, as reported in the news-
paper, the normal expenditure to maintain that base, or would this be an in-
crease over the amount of cost if you moved the base to Montreal?

Mr. McGREGOR: According to Dixon, Speas that is the amount of difference

. between doing our overhaul work at one base at Dorval and doing it at two,
Dorval and Winnipeg.

Mr. PucH: The cost of overhauling will be $19 million more as a result
of doing this work at Winnipeg; is that right?

Mr. McGRrEGOR: That is the Dixon, Speas forecast.

Mr. PritTIE: The Viscounts will be depreciated and there will be the added
saving as a result of longer service?

Mr. McGREGOR: The $19 million figure is a plus figure, regardless of where
they are maintained.

Mr. NugeNT: Do you have facilities at Montreal at the present time to
handle this type of work?

Mr. McGREGOR: If we are able, as we see it, in the late 1960’s in respect
of DC-8’s, Vanguards and Viscounts, as well as the new jets, to do the over-
haul work at Dorval there would have to be some expansion of facilities at
Dorval, but the Dorval base was built with exactly this in mind.

Mr. NucGeNT: Do you have the facilities now at Dorval to overhaul
Viscounts?

Mr. McGREGOR: Yes, its size is adequate.

Mr. NUuGeNT: Do you do any overhauling of Viscounts there?

Mr. McGRreGor: No.

Mr. F1sHER: Mr. Chairman, I should like to revert to our original discussion.

Mr. Muir (Lisgar): Mr. Chairman, before Mr. Fisher continues I should
like to interject and state that I have a series of questions in respect of this
subject.

Mr. FisHErR: Mr. McGregor, do you feel that the present fare differential
which exists in respect of transcontinental routes between T.C.A. and C.P.A.
is not fair or equitable.

Mr. GREGOIRE: Mr. Chairman, I should like to ask a question regarding
the increase in deficit as a result of the Winnipeg operation.

Mr. FisHER: I am speaking about the fare differential.

The CHAIRMAN: I think perhaps we can accept your question at this stage.

Mr. FisHErR: To which question do you refer?

The CHAIRMAN: I had reference to the question in respect of the Winnipeg
base.

Mr. GREGOIRE: In respect of the possible increase in the deficit, Mr. Mec-
Gregor, you say that if you keep that overhaul base in Winnipeg in operation
it will cost $19 millions, is that right?

Mr. McGREGOR: Not quite. I said that Dixon, Speas said that.

Mr. GREGOIRE: Do you agree with that report?

Mr. McGreGor: I think it is quite accurate.
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Mr. GREGOIRE: Let us say $18,000,000; if you kept them based in Winnipeg
it would increase your expense by $18,000,000 a year?

Mr. McGRreGOR: No. This has to do with the period of 1966 to 1973.

Mr. GREGOIRE: If the expenses are higher, why do you not move them to
Montreal?

Mr. McGREGOR: Because I promised 800 men at Winnipeg that I would not.

Mr. GREGOIRE: Is it because of your letter of November 14, 1962, that
you keep the expenses increased by $18,000,000?

Mr. McGreGcor: That is correct.

Mr. GREGOIRE: Had you written that letter then?

Mr. McGREGOR: Yes.

Mr. GREGOIRE: Do you regret that letter now?

Mr. McGREGOR: Very much so.

Mr. FisHEr: What was your question?

Mr. GREGOIRE: I asked him if he keeps his T.C.A. overhaul base at Winnipeg,
it is because of the letter of November 14, 1962.

Mr. FisHER: Did you ask him if he regrets it?

Mr. GREGOIRE: Yes.

Mr. FisHEr: This letter is based on details which go back over a number
of years beyond 1963.

Mr. McGREGOR: That is right. This is not the first time that a promise had
been made to them.

Mr. F1sHER: It should be made clear that this is not something new.

Mr. McGReGOR: That is correct.

Mr. GReGOIRE: This was the main letter which you just read?

Mr. McGREGOR: It was the last one, but it was only reporting what had
happened. We had made a promise back in the mid fifties, I do not remember
the exact year, but it arose when Dorval was being built and there was a lot
of agitation among the personnel at Winnipeg about what would happen to
them. So the statement was made to a meeting of base personnel on the
authority of my board of directors that we would continue with the base at
Winnipeg as long as we had a substantial number of Viscounts. Time went by
and we got up to 1962 when the new small jet was being seen over the hori-
zon by everybody in the company and they became restless again. Do I buy a
house, or send my child to school here? What do I do? So this letter was written
to clarify the position and to allow them to do some planning. It was a human-
itarian effort, if you like, which misfired badly, in my opinion.

Mr, GREGOIRE: I understand your point of view but I want to know why you
kept on.

Mr. McGREGOR: It is a matter of keeping one’s word, I suppose.

Mr. Muir (Lisgar): How many Viscounts have you in service today?
Mr. McGREGOR: Forty but we own 46.

Mr. Muir (Lisgar): What would be the operational life of a Viscount?

Mr. McGREGOR: It is difficult to state such a thing. I have always told the
committee on previous occasions that a commercial aircraft is not allowed to
grow old physically. Our Viscounts have been delivered over quite a period of
time between 1955 and 1959, so they vary in age. So a Viscount could have an
extended life through 1973.

Mr. Muir (Lisgar): Might we have a breakdown of the years of purchase
of the Viscount. Could we have that supplied?

Mr. McGRrecor: We will be pleased to give you an answer.
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Mr. Muir (Lisgar): Are they all serviced in Winnipeg at the present time?

Mr. McGREGOR: Yes.

Mr. Muir (Lisgar): What do you consider to be the rate of withdrawal
from 1964 through 1973, and how does this tie in with their operational life so
that we could be able to arrive at some conclusion?

Mr. McGREGOR: Our forecast is that we will have 34 Viscounts left in 1973.
I will give you the Viscount ownership by years. There are 40 this year; 40 next
year; 40 in 1965; 36, in 1966; 34 in 1967 and 34 through 1973.

Mr. Muir (Lisgar): How many personnel are now employed at Winnipeg
in the overhaul and maintenance base there?

Mr. McGRreGoR: Slightly over 800.

Mr. Muir (Lisgar): And how many have been transferred to Montreal?

Mr. McGreGOR: These include also personnel in the purchase and stores
department associated with the base.

Mr. Muir (Lisgar): That is slightly over 800?

Mr. McGREGOR: Yes.

Mr. Muir (Lisgar): How many have been transferred to Montreal in the
last four or five years?

Mr. McGREGOR: We cannot be precise about that. Something like five people
moved in the last six to eight months.

Mr. Muir (Lisgar): How many were transferred to Montreal on a tem-
porary basis?

Mr. McGREGOR: None.

Mr. Muir (Lisgar): Over the past few years, none?

Mr. McGREGOR: None that I can think of.

Mr. Muir (Lisgar): How many do you expect to transfer between 1964 and
19737

Mr. McGREGOR: Might I make it clear that these transfers are mostly bid
by the men themselves. If a mechanic has a certain seniority and a certain
service period, the policy with respect to his work is that when a vacancy occurs
at, let us say, Dorval, Vancouver, or Halifax, the man may bid for it on his own.

Mr. Muir (Lisgar): If you are going to phase these out in 1973 somebody is
going somewhere from Winnipeg. So it will not be because of bidding out; it
will be a case of getting out or you are out.

Mr. McGREGOR: At the time the Viscount operations stop at Winnipeg, yes.

Mr. Muir (Lisgar): How many do you expect to have transferred from
Winnipeg from 1964 to 1973 out of the 800 odd that you have there now?

Mr. McGREGOR: Does anybody want to make a guess on that?

Mr. H. W. SEaGRIM (Senior Vice President, Operations, TCA): Possibly
as many as 200. But they might be transferred to Vancouver, Halifax, or Toronto.

Mr. Muir (Lisgar): How many to Montreal?

Mr. SeacRmm: This would simply be a guess at this time, but I would
estimate it to be something in order of 100 people.

Mr. Muir (Lisgar): I thought you said 200.

Mr. McGREGOR: He said 200 out of Winnipeg.

Mr. SEaGrRiM: I said 200 out of Winnipeg, but some of them might go to
Vancouver, Calgary, Halifax or Toronto.

Mr. Muir (Lisgar): You expect about 100 to move to Montreal?

Mr. Seacrmm: That is a guess.

Mr. MuIr (Lisgar): What service personnel does T.C.A. expect to reclaim in
Winnipeg following 1973?
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Mr. McGREGOR: I would think we would have something like 1,200 people
in Winnipeg.

Mr. Muir (Lisgar): That does not include the 800 in the maintenance base?

Mr. McGreEGOR: That is right.

Mr. Muir (Lisgar): You have something like 1,200 now?

Mr. McGREGOR: Something like that. ;

Mr. BALcer: Concerning the DC-9’s which you intend to have as replace-
ments for the Viscounts—at the time you made the decision to buy this quantity
of jets, the policy of the company was to retire the Viscounts by 1966. If you
are going to have a fleet of 34 Viscounts in 1970, there is no need for the DC-9’s
as early the previous forecast.

Mr. McGREGOR: Yes, there is. I am afraid when you say “I understand” you
are basing your opinion on a newspaper statement. It has been widely reported
in the press that we wanted small jet aircraft to replace both the Viscount and
the Vanguard. That statement was made just like that. It is not by any
manner of means entirely true. We require a small jet aircraft in 1966 to meet
the growth requirements, and thereafter retirements from the services. For
instance, take the Vanguard fleet, on the same forecast, the total operation will
leave us with 12 Vanguards in 1973 as opposed to the 22 we now have. So there
is not and there never has been a complete takeover of turbo-propeller work by
the new jets, in the forecast period.

Mr. Lroyp: Have we left the subject of finance? I have a question.

The CHAIRMAN: We are still on finance. I hope I have given enough latitude
to discuss the Winnipeg base so that we will not have to go back to it again.
Is that the wish of the committee?

Mr. Lroyp: That is agreeable.

The CHAIRMAN: But if we are through with finance, then I think from now
on we should dispose of finance and discuss other matters according to the
various paragraphs listed in the report.

Mr. Muir (Lisgar): May I ask a supplementary question to clear up an
answer I received from Mr. Seagrim. You said that in 1973, or between now and
1973, there would be about 200 people employed who would be transfered to
Vancouver, Montreal, or some place else in Canada.

Mr. SEAGRIM: Yes.
Mr. Muir (Lisgar): What are you going to do with the other 600 odd?

Mr. SEAGRIM: My reply was based on the plan to dispose of approximately
25 per cent of the Viscount fleet beteen now and 1973, and approximately 25 per
cent of the people we employ to overhaul those airplanes in Winnipeg.

Mr. Muir (Lisgar): You mean you would drop 25 per cent of the people?

Mr. Seacrim: That is right; 25 per cent of the aircraft and 25 per cent of
the people would go elsewhere.

Mr. Muir (Lisgar): That does not answer my question. You are still
going to have 35 planes in 1974, and you are now employing something over
800 men in Winnipeg, and you are going to transfer between now and 1973
something like 200. What is going to happen to the other 600 in 1973?

Mr. McGRreGor: There will have to be a certain strength maintained at
Winnipeg, which we seem to have established at 600, as long as we are operating
34 Viscounts. This study only goes to 1973. As to what happens after that, I
would hope that the number of Viscounts beyond 1973 would drop quite sharply.
I thought it would happen in 1966. But as long as we have a substantial number
of Viscounts, we must keep the base in operation in Winnipeg. But if in 1974 or
1975 the number of Viscounts in service—or even before that time—drop into



40 SESSIONAL COMMITTEE

the twenties, we would certainly have to shut down Winnipeg and offer transfers
to other places in the company to experienced personnel, and those who accepted
a transfer would be transferred. Those who declined to accept transfers would
be asked to leave.

Mr. Muir (Lisgar): You give this on your own.

Mr. McGREGOR: As long as we have useful work for them elsewhere in the
system, yes.

Mr. GREGOIRE: I can assure Mr. McGregor that when I started to question
him I had some impressions which were not in accordance with the facts. For
instance, I thought he wanted to transfer the overhaul bases, and that a change
had been made in the last two or three weeks. But is it a fact that you had
_ decided to keep the overhaul base at Winnipeg as long as there would be some
Viscounts in service?

Mr. McGREGOR: I had promised to do so.

Mr. GREGOIRE: Was that as far back as November?

Mr. McGREGOR: It was further back than that. It was in 1962 when I
wrote the formal letter to all the employees which pinned it, but prior to
that the promise had existed since 1955.

Mr. GREGOIRE: Discussing the reason?

Mr. McGREGOR: Yes, that is correct.

Mr. GREGOIRE: Why is everybody asking questions? Why did you not
make a statement before?

Mr. McGREGOR: I cannot answer for the general huliabaloo in Winnipeg.
It has been surprising and shocking to me that this thing got to be such a
cause célebre.

Mr. GREGOIRE: Were you aware that questions were being asked in the
House of Commons on whether T.C.A. would keep its overhaul base? You
knew that you were going to keep it, yet no statements were issued.

Mr. McGREGOR: But there was a statement issued.

Mr. GREGOIRE: Only two weeks ago.

Mr. McGREGOR: This statement was made to the press on November 22,
of this year, after the Prime Minister had made his statement to the house.

%3

Montreal, November 22, 1963

TCA’s management has for quite a long time now been under a firm
commitment to its Winnipeg overhaul base employees to continue the
overhaul work on Viscount airframes and Dart engines at Winnipeg
“as long as the company operated a substantial number of Viscount
aircraft.” TCA’s statement to base personnel last November made a
forecast that the numbers of Viscounts in operation would begin to
dwindle “perhaps quite rapidly, early in 1966.”

Therefore it seems to me that any conflict which may exist between
the Prime Minister’s statement in the House of Commons today and
the company planning, relates entirely to the forecast as to when the
numbers of Viscounts in operation will cease to be substantial.

Admittedly, as the Prime Minister has inferred, present company
planning calls for the ownership of a “substantial” number of Viscounts
further into the future than was previously thought likely.

Out of this, two facts emerge clearly:

1. TCA management must and will continue to honour its commitment
to base personnel.

e T ——
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2. If the Dixon Speas report figures are accurate, a substantial penalty
in otherwise avoidable operating costs will have to be paid, if the
Winnipeg overhaul base is maintained as such after TCA’s operation
of Viscount aircraft reaches an uneconomically low figure.

Mr. GREGOIRE: You kept all these Viscounts because the DC-9’s would
not be ready for operation until later?

Mr. McGREGOR: No, it was because we were not prepared to imagine
or forecast substantial changes in our route patterns. As long as we had these
small, light traffic routes, these Viscounts appeared to be the cheapest way to
operate them. '

Mr. GREGOIRE: Did you publish a report on the overhaul base in Winnipeg
that you received?

Mr. McGREGOR: You are talking about the Dixon, Speas report?

Mr. GREGOIRE: Would you publish it?

Mr. McGREGOR: The Dixon, Speas report is basically a four volume set
of books containing thousands of valuable items of information that we regard
as proprietary to the interest of T.C.A., and it would be very wrong to make
them public.

Mr. GREGOIRE: Do you think that any part of the Winnipeg overhaul base
is included in that classification?

Mr. McGREGOR: In addition, there is a summary which was prepared by
Dixon, Speas, who, knowing this problem full well, prepared a summary. But
anything we regard as not proprietary to T.C.A. interest, we would have no
objection to making public. However we would not want to publish any
material that we considered to be proprietary to T.C.A.’s interest, and which
would be of value to other air lines.

Mr. GREGOIRE: You do not object to the publication of this summary?
Mr. McGREGOR: No, that is right.
Mr. GREGOIRE: Would the minister be prepared to make it public?

The hon. G. J. McILrRAITH (Minister of Transport): No. I made a statement
in the House which I think may have been missed the other day. It was
T.C.A.,, not the government which obtained the Dixon, Speas report. The
government has asked Dixon, Speas to summarize his whole report in a way
which will leave out the kind of material spoken of by Mr. McGregor, and
leave everything else in. It is being prepared for the purpose of being tabled
in the House. That is the purpose of it. Incidentally, I hope that it comes
soon.

Mr. FisHER: I have a supplementary question. Did Dixon, Speas investigate
or try to make an estimate of the cost of social dislocation?

Mr. McGREGOR: No. The Dixon, Speas report was prepared by a firm of
well established economic consultants on air line operations, and it confined
itself under the terms of reference and by natural instinct to the exact effects
on the air line of duplicating two bases.

Mr. FisHER: Mr. Chairman, I should like to ask the minister whether
the government is in possession of any information which may have been
provided by any source regarding the cost of these lags which wipe out the
Winnipeg air base?

Mr. McILrAaITH: You are asking about costs to whom?

Mr. FisHER: I refer to costs to employees, and to the communities around
Winnipeg.

Mr.'M(;ILRAITH: No, but there have been submissions by various groups
from Winnipeg. I do not know exactly how to describe these submissions,
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but they are based on studies of human welfare and there have been quite
extensive representations in respect of this point.

Mr. FisHER: Have you also received one from the provmc1al government
as well as the city of Winnipeg?

Mr. McILRAITH: Yes, as well as from other committee organizations. One
of the ministers of the provincial government has also been making repre-
sentations in respect of this subject.

Mr. FisHER: I should like to distinguish between these representations as
they apply to T.C.A. in other words, there have been official representatives
from the Manitoba government and from the city of Winnipeg to the govern-
ment as distinguished from T.C.A. making a point about social costs and the
cost to the Winnipeg community in respect of its growth potential.

Mr. McILRAITH: Yes. I do not know whether you would call this govern-
ment representation or not, but this community organization was headed by
Mr. Eraro a minister of the government, and this group has made quite
extensive representations in respect of this subject.

Mr. FisHER: Was the Prime Minister’s statement of last week the final
government position in this regard or are these representations from Manitoba
still under consideration?

Mr. McILRAITH: They are still under continuing consideration, yes. Their
representations I should say are quite broad in their context. They have made
studies which they have referred to me on behalf of the provincial govern-
ment showing the need for this class of industry or work in their economy.
They have made quite extensive representations in this regard. The govern-
ment announcement in respect of the purchasing of the DC-9 was also an
attempt to allay their fears consequent on the interpretation they placed on
the letter of November 14, 1962. I may say I read that letter and made
reference to this fact to the delegations on different occasions, but sometimes
perhaps delegations do not listen as thoroughly as they talk.

Mr. F1sHER: I can assume then that the government has an open mind
and the matter is still open in so far as the government is concerned?

Mr. McILRAITH: Yes.

Mr. Muir (Lisgar): Mr. Chairman, I should like to correct one statement.
Is it not true that besides the community people you have mentioned the
city of greater Winnipeg, including the surrounding areas such as St. James,
has also made submissions on an official basis?

Mr. McILrarTH: All these submissions were presented together by one
huge delegation in June headed by a minister from the Manitoba government.
There were in attendance mayors and reeves of all the municipalities. As a
matter of fact, the mayor of Winnipeg is renting billboards in order to publish
facts in respect of this subject. I do not know whether you draw a distinction
between different groups in that delegation.

Mr. Rock: Mr. Chairman, I should like some clarification of the word
“duplicate” as used by Mr. McGregor. Is the Winnipeg overhaul base a
duplicate of the base at Dorval? Have you the same stock, spare parts and
other equipment at Winnipeg as in Dorval?

Mr. McGREGOR: No. There is a spare parts stores at Winnipeg associated
specifically with Viscount aircraft and Dart engines. What I was trying to
say is that the duplication of service has referénce mainly to supervision where
there is a heavy and unnecessary additional expense.

Mr. Rock: Do you have the same type of automatic I.B.M. system in
respect of controlling the spare parts situation in Winnipeg as in Dorval?

Mr. McGRreGOR: Yes, but they are not identical.
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Mr. NUGENT: Mr. Chairman, I should like to ask a question more in
respect of a point of order. I thought you mentioned earlier that you hoped
we would finish with this subject and refrain from going back to it. I should
like to be sure that no one is taking the position that we cannot go back to
what I call the proper order of procedure. When we are considering facilities
and equipment, and personnel, it seems to me that a question of that type will
naturally lead to a consideration of repair facilities. I certainly wish to ask
the questions I have at the proper time of consideration, but I want to be sure
that we are not going to be precluded from dealing with these questions in their
proper order when we come to them.

The CHAIRMAN: Mr. Nugent, I appreciate your point of view but I do
not know what the wish of this committee is in this regard. We have now
gone quite far afield from the first paragraph in respect of financial matters.

Mr. NUuGeNT: You did indicate this was only a diversion, Mr. Chairman.

The CHAIRMAN: Perhaps it is only a diversion. Is it the wish of the com-
mittee to proceed with the financial section of this report?

Some hon. MEMBERS: Agreed.

Mr. PucH: Just a moment. Actually I have been waiting some time to
ask questions.

Quite frankly, Mr. McGregor, I cannot understand—

Mr. NuGeNT: Before you proceed, Mr. Pugh, let us get this straight.

Mr. PugH: For God’s sake.

Mr. NuGeNT: As I understand the situation, Mr. Chairman, you would
like us to question in an orderly manner. If we are going to continue in this
way I think we should have a ruling from the Chair. Can we go back to
these questions in proper order when we are considering equipment and
personnel at the time when these questions should be asked. Our questions
in regard to equipment and personnel during our consideration of financial
matters can only be partially answered and I want to make sure, while some
members may have isolated points to consider, that we can carry out a
systematic inquiry in a proper orderly manner.

Mr. GREGOIRE: On the point of order, Mr. Chairman, I raised a question in
respect of deficits. That was completely in line with questions we are now
asking. Therefore I did not refer to the question of parts or the overhauling
of aircraft, but to deficits which might be increased or decreased because of
the operation of this overhaul base. I think I was in order in asking that
question for clarification.

The CHamrmAN: I allowed Mr. Gregoire to open that subject because
he spoke of deficits. This committee expressed the desire to go a little further
afield. If it is the wish of the committee to discuss the Winnipeg base in
respect of equipment and facilities I hope that we will defer questions in
this regard until we reach that portion of the report.

Mr. PuGH: Mr. Chairman, I should like to ask questions in respect of
the equipment and facilities later on during our consideration of this section,
particularly in respect of the Winnipeg situation, but we have been talking
about humanities. You said you wrote this letter in 1962; is that correct?

Mr. PritTiE: Mr. Chairman, on the point of order, are we leaving the
Winnipeg situation now and referring back to financial matters?

The CHAIRMAN: I am in the hands of the committee but I would suggest
we leave questions in respect of the Winnipeg base until we are considering
the section on equipment and facilities. It was my original hope that we pro-
ceed in this manner. Mr. Gregoire did confine himself, very cleverly or other-
wise, to a very good point in respect of deficits. I am sure there will be other
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questions regarding Winnipeg when we are considering the section on equip-
ment and facilities, but I think we should now confine ourselves to a discus-
sion of the financial matters. Perhaps we can complete this consideration very
quickly and reach our consideration of equipment and facilities early in our
proceedings, at which time we will be in a position to discuss the Winnipeg
base operations.

Mr. AppisoN: Mr. Chairman, I should like to direct a question to Mr. Mec-
Gregor in connection with the tragic air crash on Friday, as well as in
connection with the DC-8F which wound up in a cabbage patch over London.

The CHAIRMAN: Mr. Addison, do you want to raise this matter at this time
during our consideration of the section on finances?

Mr. Appison: Yes. My question is in connection with depreciation and
‘amortization as well as insurance.

I understand the DC-8F costs approximately $7 million. First of all, is the
aircraft in London repairable and if it is not repairable, then my concern in-
volves $14 million which will be charged I assume as a total write-off for
1963, and will doubtlessly be reflected in the company’s profit position. Does
the company insure itself as far as equipment is concerned? These are the
first serious losses suffered by T.C.A. with regard to equipment, and I am refer-
ring to the $14 million in the 1963 operating statement.

Mr. McGREGOR: The repair or loss of equipment in 1963 will not appear in
the operating statement. This is a loss of equipment directly as such and it may
have an effect in the 1963 results, but the company has built up over the
years an insurance reserve fund because it has self-insured its hull risk—not
its passenger liability risk—in the amount of approximately $9,800,000. This
is available at the discretion of the directors for the use of replacing equipment
or meeting repair bills.

In answer to another question which you incorporated, the information
we have at the present time is that the London aircraft is economically re-
pairable. We have not yet got an exact estimate; we will compare our own
and the manufacturers’ independent assessment of the cost of repairing the
damage in order to be sure that we are reasonably close to one another
before a decision is made to repair or not repair the aircraft. My own belief
is, in view of the high cost of the aeroplane and the visible damage, and so
forth, that it will be repaired.

The total loss of the aircraft last Friday will necessitate a replacement
in its entirety. The aircraft had been in service for only a few months so the
amount of depreciation from its first price is negligible.

Mr. BALCER: In respect of this same matter, the minister yesterday in the
House of Commons in answer to a question informed the house that what
happened in London cannot be described as a crash. I noted in the papers
this morning that you were reported as stating there was no reason for
grounding the DC-8F because there was no connection between the two acci-
dents. Without going into great detail, I wonder whether you could briefly
explain to us what happened in London which makes that incident different?

Mr. McGREGOR: Yes. Thank you Mr. Balcer for giving me this oppor-
tunity. I will be glad to explain the difference.

I think the minister in his statement was quite correct and meant that the
London incident was not a flying accident, and it was not. In London the air-
craft never became airborne. It was at the election of the captain, to use
jargon, to “abort” the take-off. This simply means he decided to abandon
the effort to take the aircraft into the air. Whether he was right or wrong in
that decision is something that will have to be decided by the official investi-
gations now being conducted in England, but it does not really matter what the
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answer is. The fact is that at the point at which the aircraft had attained too
much speed, and had already used up too much runway, the captain in his
judgment decided that he would abort that take-off. This decision would
appear to have been taken at a time during the take-off when it was im-
possible to stop the aircraft on the runway. Therefore, there could be no stigma
attached to the aircraft as a structure or flying machine in respect of that
decision. The situation last Friday is one in respect of which we know very
little.

Mr. NucenT: Before you leave that subject—

The CHAIRMAN: Let him complete his answer.

Mr. NucenT: He is going now to the next question.

The CHAIRMAN: He is making a comparison Mr. Nugent.

Mr. NuceNT: I should like to clarify one point, if I may.

The CHAIRMAN: Order. Do you not think, Mr. Nugent, it would be better
to let the witness finish his answer and then ask your question?

Mr. McGREGOR: Thank you, Mr. Chairman.

The situation last Friday is one that is being examined intensively in an
attempt to determine exactly what happened. There was no similarity at all
between that event and the one in London, because the aircraft had taken off
perfectly normally and had climbed to our certain knowledge through 3,000
feet and probably beyond that altitude. It commenced to turn in accordance
with its flight clearance and flight plan. What took place immediately there-
after is something that we all must make every effort to determine.

Mr. NUGENT: Mr. McGregor, you said that with regard to the London in-
cident the fact that the pilot changed his mind could not be interpreted as
placing any stigma on the performance of the aircraft. You indicated that the
aircraft had achieved more than its usual take-off speed.

Mr. McGREGOR: No, I did not say that.
Mr. NuGeNT: I thought that is what you indicated.

Mr. McGREGOR: No, I said it had attained more than the speed which
would allow it to be stopped on the runway.

Mr. NuGeNT: I see, I am sorry. The pilot flying that aircraft was an
experienced pilot, and the fact that this experienced pilot knew the length
of the runway and the weight factor of the airplane, must indicate something
about the performance of the aircraft which caused the pilot to try to stop it
when he knew he could not stop it in time?

Mr. McGREGOR: Mr. Nugent, we are now entering an area in respect of
which we would be encroaching upon the findings of that investigation in
London, and I do not think this would be right.

Mr. NUGENT: Your statement that there could be no stigma attached to the
aircraft encroached on the findings of the investigation, did it not, Mr.
McGregor?

Mr. McGREGOR: Perhaps you are right under the circumstances.

Mr. GREGOIRE: Have you finished your investigation in respect of that
accident?

Mr. McGREGOR: There are two investigations now under way. One
investigation is being carried out under British authorities, which is normal
and there is a company investigation. I think it is true, subject to correction
by Mr. Seagrim, that the company investigation is virtually completed.

~ Mr. H. W. SEAGRIM (Senior Vice President—Operations Trans-Canada Air
Lines): That is correct.
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Mr. AppisoN: I should like to ask a supplementary question. What is the
amount of money that goes into the fund each year?

Mr. McGREGOR: $850,000.

Mr. AppisoN: Is that a fixed amount or is the amount based on the number
of losses?

Mr. McGReGOR: This figure is based on a decision of the board in respect
of what the accruals to the fund will be.

Mr. GReEGOIRE: How much would it cost to insure your aircraft through a
company outside your own?

Mr. McGREGOR: Our last consultation with an agent produced a figure in
the neighbourhood of $5 million per year. We have also made calculations in
. relation to self-insurance savings against outside underwriting, and it is still
substantial.

Mr. GREGOIRE: In view of the complete loss of the DC-8F, your fund will
be almost depleted.

Mr. McGREGOR: I am afraid you are correct.

Mr. GREGOIRE: If you have another complete loss you will then be in the
red, but on the average you have not lost to date?

Mr. McGRreGcor: That is correct.

Mr. PriTTiE: Mr. Chairman, I have a question based upon page 7 of the
annual report. Last year there was a great deal of discussion in this com-
mittee regarding the so-called social runs. I notice the statement at page 7
to the effect that cross subsidies in respect of fares have virtually ended. I
should like to ask a specific and general question. My specific question is, how
much did the Vancouver-Victoria run lose in 1962? My general question is, is
the company able to give any information in respect of what the losses are
on some of these other short runs, such as the Montreal-Ottawa and Toronto-
Ottawa runs? We realize that these runs must be maintained, but I think
the Canadian public should know just what the company has to pay to maintain
these runs.

Mr. McGREGOR: We can give you those figures in groups. The Vancouver-
Victoria run, according to our calculations, in 1962 lost $891,000.

Mr. Appison: Thank you.

Mr. GranGeR: I should like to ask a question along the same lines.

The CrHAIRMAN: Have you finished, Mr. Prittie?

Mr. PriTTiE: I believe Mr. McGregor has some further information in
respect of short haul losses. )

Mr. McGREGOR: Yes. Perhaps you would like to mention a route, or would
you like to group them in groups?

Mr. AppisonN: I am interested in knowing the losses incurred as a result of
maintaining the Montreal-Ottawa and Toronto-Ottawa runs.

Mr. McGREGOR: Those are incorporated, in the Toronto to Montreal route
which includes both the Montreal-Ottawa leg and the Ottawa-Toronto leg,
and it lost $2,273,000.

Mr. GREGOIRE: Are you referring to the traffic service between Montreal
and Toronto?

Mr. McGREGOR: Yes, including Ottawa.
Mr. GREGOIRE: You are losing on that run?
Mr. McGREGOR: Yes.

Mr. NucenT: Could you give me the figures in respect of the Edmonton-
Calgary run while you have those figures before you?
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; Mr. McGreGor: I think it is fair to say that every air line loses on any
run under 500 miles in length.

k. Mr. NUGENT: Perhaps you could give me the Edmonton-Calgary figures
} while you have them before you?

Mr. McGREGOR: We have a designation of the prairies and foothills runs
. which include the multi-stop run between Winnipeg and Lethbridge. The figure
‘f in this regard is $1,392,000.

. Mr. NUuGeNT: Do you not have any breakdown in respect of the Edmonton-

Calgary run?

Mr. McGREGOR: No.

Mr. GREGOIRE: Do you have figures in respect of the Quebec-Montreal
run?

Mr. McGREGOR: That again is classified as the north shore route extending
to Bagotville and Seven islands.

Mr. GREGOIRE: What is the loss there?

Mr. McGREGOR: The loss is $1,534,000.

Mr. GREGOIRE: Can you indicate any route in respect of which you make

5 a profit?

Mr. McGREGOR: I cannot indicate a short route in this regard, no. As I
say, the two routes that make money constantly are the transcontinental and
transatlantic.

Mr. ReEGan: Did you decide to use DC-9’s on shorter runs because they are
more economic?

Mr. McGreGORr: I do not think so. It is more competitive to use DC-9’s
| on transborder runs such as from Montreal and Toronto to New York. Very
; soon we will have to give up operating turboprops and use full jet aircraft to

compete with United States carriers on these runs.

Mr. PrITTIE: Mr. McGregor, do you know whether C.P.A. loses money
f constantly on short runs?
| Mr. McGrecor: C.P.A. has indicated that they do, so I presume it is a
| fact.

Mr. NUGENT: Mr. McGregor, in respect of the Edmonton-Calgary run,
surely your system of cost accounting would enable you to give us information
as to the loss incurred?

Mr. McGREGOR: Are you referring to the Calgary-Edmonton run?

Mr. NUGENT: Yes.

Mr. McGREGOR: Yes, surely.

Mr. NugeNT: Could we have that figure at a later date perhaps?

Mr. McGreGor: This involves a competely arbitrary breakdown. The air-
craft takes off from Edmonton, flies to Calgary, stops, and then goes down to

Lethbridge.
Mr. NUGENT: I understand most of the trips are from Edmonton to Calgary
k and back.
Mr. McGREGOR: Most of the trips are not just back and forth.

Mr. NuGeNT: How many trips are there from Calgary to Lethbridge
per day?
Mr. McGREGOR: I think there are four or five now.

Mr. NUGENT: I wish you would check that situation because it seems to
me that there are three or four trips made per day between Edmonton and
Calgary, in respect of which the aircraft stops in Calgary, turns around and
goes back to Edmonton.
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Mr. McGREGOR: The same aircraft and crews are involved in other opera-
tions, and this is why it is very hard to break down a specific leg. Our ac-
counting is done on a group basis, and this is true in respect of runs such as the
Edmonton-Calgary-Lethbridge run and the Swift Current-Regina-Medicine
Hat, until we got rid of it.

Mr. NUGeNT: For instance, you are using the DC-8 on that run, and I
presume these aircraft would be used on trans-Canada runs. What portion of
the cost would be related to the short run, and what portion to the transcon-
tinental run? Perhaps if you cannot give me the information now you can do
so later. I am trying to find out how accurate your information is.

Mr. McGREGOR: What I am saying is, it is hard to break out one leg of a
route which has been accounted on the basis of a group of routes.

Mr. NUGENT: Yes, it may well be that a group of routes are losing, but
that does not mean that each one of these small routes is losing money.

Mr. McGREGOR: That is correct.

Mr. NUGENT: Can you give us any information that will re-enforce your
opinion in that regard, showing that each one of these small routes, for instance
the route from Edmonton to Calgary to Lethbridge, is losing money? The run
from Edmonton to Calgary may be making a profit, and it may be important
to our considerations, particularly when we perhaps have to compare P.W.A.
against T.C.A. I gather T.C.A. is not happy with the competition from P.W.A.
in respect of the run from the municipal airports, but there are questions in that
regard and it would be most helpful if we had that information. Perhaps you
could give us a breakdown based on actual route operations.

Mr. McGREGOR: Are you referring to post P.W.A. or pre PW.A.?

Mr. NUGENT: I am referring to both before and after because I have a
series of questions I wish to ask in respect of the effect of that competition.

Mr. McGREGOR: That is not competition because that operation is over a
different route.

Mr. NuGeNT: P.W.A. does operate a flight from Edmonton to Calgary,
whereas you operate from Nisku to Calgary. P.W.A. runs from the Edmonton
municipal airport to Calgary, but so far as the citizens who are concerned,
both air lines are servicing the citizens of Edmonton and Calgary. I think it
would be most important and helpful to us if T.C.A. could give us a breakdown
and a little more detail of the actual cost of the operation of each of those legs.

Mr. McGREGOR: We will endeavour to break that information down for
you.

Mr. F1sHER: Mr. Chairman, could I ask Mr. Nugent why this information
would be important and helpful?

Mr. NUGENT: To begin with, there have been a number of requests regarding
the effect of P.W.A. competition. Mr. Fisher may not be aware of the situation
in respect of the Edmonton municipal airport, but some individuals want to
close it. The fact is that P.W.A. operates an air bus service from the middle
of downtown Edmonton to Calgary at lower rates. It is a different type of
service, as Mr. McGregor has pointed out, but I am interested in knowing
whether this service has increased the total number of passengers or not, and
I would like some information in respect of T.C.A.’s cost because I think it
is important in analysing Mr. McGregor’s evidence to the effect that no air
line makes money on a short run. It is my information the P.W.A does make
money on the Edmonton to Calgary flight. I think these factors are very
important to our consideration of your plans.

The CHAIRMAN: Are there any other questions in respect of the section
covering finances?
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Mr. FISHER: Yes.

Mr. NUGENT: Mr. Chairman, when are we going to adjourn?

Mr. LLoyp: Mr. Chairman, when you ask if there are any other questions
in respect of finance, I suggest it would be more accurate if you asked
whether there were any more questions in respect of the financial organization
or financial statement, because we will have ample opportunity of asking
questions in respect of other sections. I suggest you are opening up the
subject regarding deficits in respect of which questions should be asked while
we are dealing with the financial organization.

The CHAIRMAN: Yes. Are there any other questions in respect of the
financial operation and statement?

Mr. MONTEITH: Mr. Chairman, unless someone is ahead of me I should
like to ask Mr. McGregor to explain the accounting procedure regarding new
aircraft. Do they come in as capital and are they depreciated? Presume an
aircraft becomes obsolete, is the balance of the capital cost written off imme-
diately?

Mr. McGREGOR: It is written off on disposal.

Mr. MoNTEITH: It is done on disposal?

Mr. McGREGOR: Depreciation is charged by T.C.A. when the aircraft goes
into service and stops when the aircraft goes out of service.

Mr. MoNTEITH: At what rate is the depreciation charged?

Mr. McGREGOR: The rate varies depending upon the type of aircraft. In
the case of the DC-8 it is based on a 12-year life. In respect of the Vanguard
it is ten years and in respect of the Viscount it is nine years. These are different
rates of depreciation based on our estimate of the useful service life of the
aircraft. If there is a difference between the book value remaining at the
time the aircraft goes out of service and its resale value, this is absorbed as
a loss at that time.

Mr. AppisoN: You use a straight line system of accounting?
Mr. McGREGOR: Yes. It is a straight line system of depreciation.

Mr. AppisoN: For the purposes of taxation I suppose you use a different
system, is that correct?

Mr. McGREGOR: Yes.
Mr. AppisoN: Do you pay any taxes?

Mr. McGREGOR: We did on one occasion, I regret to say. We have a straight
line depreciation from the purchase price to the residual value which is
believed to be the forced sale value of the aircraft.

Mr. GRANGER: Mr. Chairman, I should like to ask Mr. McGregor a question.
What is T.C.A.’s financial position with regard to the operation of its run
from Montreal through to the Atlantic provinces?

Mr. McGREGOR: Are you asking whether it is profitable or not?
Mr. GRANGER: Yes.

Mr. McGreGor: It is not profitable.

Mr. GRANGER: What are the figures involved in this regard?

Mr. McGreGor: I will give you those figures.

Mr. GRANGER: Could you give us as much information as possible in this
regard?

Mr. McGREGOR: In 1962 our losses were $2,486,000.
Mr. GRANGER: Is that in respect of the whole operation?
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Mr. McGrecor: That is in respect of the whole operation. There are certain
legs which you might not think as being part of the operation which have
shown losses and they are the Toronto-Moncton run; the Montreal-Fredericton
run; the Saint John to Moncton run; the Halifax to Sydney run; the Montreal
to Moncton run; the Fredericton to Saint John run; the Montreal to Halifax
run; the Quebec to Fredericton run; the Saint John to Halifax run, the Saint
John to Yarmouth run; the Halifax to Yarmouth run and the Moncton to
Sydney run.

Mr. GRANGER: In respect of the flight that goes from Montreal to St. John’s,
Newfoundland is that a profitable run or not?

Mr. McGREGOR: No. When I say no that does not mean that no flight is
profitable, the over-all operation is not.

Mr. GRANGER: It is the over-all operation to which I had reference.

Mr. HauN: In respect of the so-called unprofitable or actually unprofitable
runs, could they be made profitable if you could get the public to accept less
sophisticated aircraft? In other words, if you were to perhaps go back to using
the DC-3’s or an equivalent, would these legs become profitable?

Mr. McGreGor: I do not think so. They never were profitable when we
used the DC-3’s.

Mr. HAHN: We are not concerned with the fact that the public demands a
higher calibre aircraft, and that is not the cost problem.

Mr. McGREGOR: No, to maintain traffic volume I think you have to main-
tain standards of service. As I have said, these routes are traditionally non-
profitable.

Mr. Haun: Do you mean it is impossible to service distances of less than
500 miles by air and make a profit?

Mr. McGreGor: That is my opinion.

Mr. FisHer: I should like to ask one or two questions in respect. of two
different areas. I should like to revert to our starting point. I am assuming, Mr.
MecGregor, that you feel the fare differential betwen C.P.A. and T.C.A. on trans-
continental routes is unfair and equitable?

Mr. McGREGOR: Mr. Chairman, this is a difficult question to answer in the
affirmative right off the bat, although my tendency is to do just that. However,
Mr. Balcer raised the point in respect of frequency restrictions. It certainly
seems quite wrong to me that in a public service organization there should
be an identical service flying an identical route leg with a different price tag.

Mr. Fisuer: I should like to ask Mr. McGregor whether it wopld be of any
assistance to him in regard to this anomaly to have this committee make a
recommendation?

Mr. McGREGOR: You are putting me on the spot.
Mr. BaLcer: That is a loaded question.

Mr. McGRreGor: I do not know of any recommendation on the part of the
committee, keeping in mind the evidence the committee has received, that
would be of tremendous value. I say that with great diffidence to this com-
mittee. This is a very complex question and a recommendation of the committee
based on the amount and nature of the evidence it has been given in these
public hearings might not be of a great deal of help. I am very much aware of
the problem.

Mr. FisHER: Suppose we made a recommendation on the basis that this

would be healthy for the government owned air lines, for which you are
responsible, would that make a difference?
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Mr. BALCER: In that event perhaps we should have evidence from the offi-
cials of C.P.A.

Mr. FisHER: I always thought it would be of interest to have such evidence.
I notice a vice president of C.P.A. in attendance here. I do not know whether
it would be proper to ask him if C.P.A. would be prepared to give evidence
in this regard.

The CHAIRMAN: Order.

Mr. NUGENT: Mr. Chairman, I think this is an appropriate time to adjourn.

The CHAIRMAN: Perhaps we could proceed for five more minutes.

Mr. FisHER: I have one more question to ask Mr. McGregor. The railways
are making a strenuous effort in respect of the social routes in an attempt to
increase their load factor. Is there any possibility at all, considering the loss
you are suffering in respect of these social routes, to implement a red, white
and blue system of fares particularly for your poor load days in order to

increase your load factor and lower the cost of domestic air travel to the
consumer?

Mr. McGREGOR: This depends entirely on the route, Mr. Fisher. In the
case of the Montreal-Toronto route the load factor is excellent. In fact, we are
hard put to meet demands, so that anything in the way of a fare reduction
would do very little to the volume of traffic, and would do a certain amount
of damage to the revenue; inherently the cost of an air line operation is based
on the kind of aircraft, providing it, fueling it and flying it; having done all
those things, many of those costs are quite constant and therefore have a
greater effect per mile on a short route than over a long route. This is why
the economy of a short operation is bad. Frankly I know of no regional carrier
in Canada which is in anything like a comfortable financial position. I heard
reference a moment ago to the glee of P.W.A. over their operation between

Edmonton and Calgary. This may or may not be the case. I do not think they
are all that happy financially.

Mr. F1SHER: Is there any possibility at all of designing a new fare structure
to take care of the fact that your load factors vary so much on different days
of the week such as the railways are attempting?

Mr. McGREGOR: We have had a plan in operation for some time in this
regard. We endeavour to draw traffic, (¢) to the bad season and, (b), from
certain light-load days to other days. Certainly I would agree with you
entirely, Mr. Fisher that volumes of traffic are very susceptible to price
changes. This is perhaps more true of air travel than of any other commodity.
The tremendous traffic growth we had in 1961 was certainly directly attribut-
able to the fare reduction put into effect on January 1, 1961. There was a notice-
able slowing up of the rate of growth on short routes when the April 1, 1962
tariff went in, which increased the cost on short haul operations, There has been

steady endeavour to properly relate the revenue derived from short hauls to
the revenue derived from long hauls.

Mr. FisHER: I think we are all interested in having lower fares on short
haul routes. Would you consider trying to make a new analysis to see if it
might not be possible to knock these fares down particularly on certain days?

Mr. McGREGOR: We could knock them down. In fact, we did the reverse in
April of last year and produced the effect that we now have before us. The
only possible chance of the cost per seat mile, or per passenger mile on short
haul routes being of the same general order as on long haul routes, would be
if we had short haul aircraft that could be operated on something like half
the present day cost, but I know of no such aircraft, and furthermore I do not
know of anyone who is busy building or designing one.
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Mr. FisHER: Mr. Chairman, I should like to ask one question for the sake
of information. I should like to ask more questions about the transair milk runs,
but do you consider that these questions should be asked during our considera-
tion of the financial structure?

Mr. McGREGOR: We can answer your questions at this time if you prefer.

Mr. NUGENT: Mr. Chairman, on a point of order, it is now 12 o’clock.
The house sits at 2.30 p.m. I have to attend another committee meeting at
two o’clock. Perhaps we could adjourn at this point.

The CHAIRMAN: I am open to a motion for adjournment.

Mr. HAHN: I move we adjourn.

Mr. Muir (Lisgar): I wonder whether Mr. McGregor could bring some
figures regarding the breakdown of operating cost factors in respect of the
DC-8 as compared with the Vanguard and Viscount?

Mr. McGREGOR: Are you referring to figures in respect of aireraft miles
or per seat mile?

Mr. Muir (Lisgar): I am interested in seat miles, but perhaps you could
bring both sets of figures?

Mr. McGREGOR: Yes.

Mr. GREGOIRE: Mr. Chairman, I think we should express our appreciation
to Mr. McGregor for the way in which he has answered our questions, and
the politeness he has extended to us in answering our. questions. We are very
happy to have him with us.

The CHAIRMAN: Gentlemen, before you leave, I hope it is understood that
we will meet after the orders of the day in this same room.

Committee adjourned.

AFTERNOON SITTING

The CHAIRMAN: Gentlemen we have a quorum. This morning when we
adjourned we were considering the financial section of the annual report.
Mr. McGregor was asked a question by Mr. Muir and he wishes to give the
answer at this time, although Mr. Muir is not present.

Mr. McGregor: I can give the answer now or wait until Mr. Muir arrives,
whichever you like.

Mr. NUGENT: Mr. Chairman, Mr. Muir gave me a copy of the question
and asked me to listen to the answer.

Mr. McGREGOR: Mr. Muir asked for the dates of the delivery of the

Viscounts. If I may I will table this sheet of paper which shows the dates of
delivery from 1954 through to 1959. The aircraft delivered to us by years is as

follows: 1954, 1; 1955, 13; 1956, 4; 1957, 13; 1958, 16; and in 1959, 4, making.

a total of 51 which is our total acquisition of Viscounts.

We have in service at the present time 40 Viscounts. We have six inactive
and the five not accounted for have had a variety of fates. One was destroyed
while parked on the ramp at New York by another aircraft being driven into
it; one was destroyed at Bagotville by another aircraft being driven into it; one
was destroyed during a landing at Malton and two have been sold.

Mr. NugenT: Perhaps I may just interject at this point, Mr. Muir 'indicated
to me, Mr. Chairman, that he also asked for a breakdown of operating costs.

Mr. McGREGOR: That is correct.

I have another sheet of paper covering this question.
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As I understood his question, he wanted to know our operating costs for
various types of aircraft, the Viscount, Vanguard and DC-8. I asked him if he
wanted this breakdown on a per seat mile basis or on an aircraft mile basis
and first of all he said on a seat mile basis and then said on both bases.

The Viscount operating costs on an aircraft mile basis is $1.28 and on a per
available seat mile basis it is 2.501 cents.

The Vanguard operating cost on a per aircraft mile basis is $2.10, and on an
available seat mile basis it is 1.941 cents.

The DC-8 operating cost on a per aircraft mile basis is $2.08 and on a per
available seat mile basis it is 1.590 cents.

I rather suspect that Mr. Muir might have had in mind the idea of compar-
ing our operating costs with another carrier. If this was his thought, I should
explain that if we are talking about C.P.A. DC-8’s, I should point out that at
the expense of giving up the first class passenger lounge they have installed
141 seats. We have 131 seats with the lounge. So that if you divide the operat-
ing costs by the greater number of seats you would get a lower operating cost
per seat mile.

I should also like to explain that T.C.A. does C.P.A.’s engine overhaul work
with respect to the DC-8 and therefore the tendency to have a lot of money
invested in overhaul equipment and parts is reduced.

Mr. PucH: They would pay for that service would they not?

Mr. McGREGOR: Indeed they do.

Mr. PucH: Do they pay a good rate for this service?

Mr. McGREGOR: Yes, they pay the same rate we pay.

Mr. PucH: You have capital expenditure tied up in this regard?

Mr. McGREGOR: Yes, as well as staff and so forth.

Mr. PucH: Would C.P.A. not pay something in this regard in the amount
that they must pay for this service.

Mr. McGREGOR: I am afraid not.
Mr. PuGH: You are providing this work for less than cost?

Mr. McGREGOR: Not less than cost, but less than it would cost them if they
did it themselves. There is a big difference there.

Mr. MoNTEITH: In calculating this cost per seat mile or aircraft mile, is it
only the actual operation that goes into the figure or, is the company overhead
distributed?

Mr. McGRrEGOR: I will give you the calculation. I don’t know just how to
define company overhead, but these figures include only direct flying costs: —
flight crew salaries and expenses, fuel, oil, landing fees, meals, flight equipment
insurance and depreciation, to name a few. These are direct operating costs.

Mr. PuGH: In respect of this $20 variation in and across Canada, could the
overhead of C.P.A. be less than the overhead of T.C.A. making it possible for
C.P.A. to reduce the fare by the $20.

Mr. McGREGOR: I don’t know.

Mr. HAHN: First of all I should like to ask a supplementary question regard-
ing the information we have just been given. In arriving at this cost per seat
mile, or per aircraft mile you must have assumed a certain stage length. Can
you give us an indication as to the average stage length?

Mr. McGREGOR: This depends on the operations of the different types of

aircraft. I would say the average stage length of a DC-8 is probably in the
order of 2,000 miles.

Mr. HAHN: So that these figures you have given us are based on an average
stage length, and you have used that figure for each type of aircraft.
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Mr. McGREGOR: No, these are total costs of operating the DC-8 divided by
the miles they operated and, in the case of seat mile costs, divided by the
number of installed seats.

Mr. HAHN: I should like to ask another question. At page 7 of your annual
report there are certain figures which I would like you to explain a little
further the left hand column, after the figures 32.95 cents and 31.52 cents as
the per available ton mile. Do these figures reflect only the freight costs, or do
these figures include passenger costs where you have estimated the passenger
weight?

Mr. McGRreGOR: That is the total available pay load of the aircraft.

Mr. PucH: Going on from that, these figures show an improvement, but
they do not mean anything because we have no standard of comparison as
against other air lines. Do you have any idea how these figures stack up?

Mr. McGREGOR: Yes. I have a comparison between T.C.A. and U.S. carriers
on the basis of a system cost per available ton mile. These are in respect of

1962. T.C.A. system figure is 29.44 cents and American Air Lines is 28.13
cents.

Mr. HauN: What would be the reason for the difference? Would it be a
route structure that we have in this country?

Mr. McGREGOR: Basically. As I explained this morning, the longer the

average stage length of a carrier the better its operating cost will be per
ton mile.

Mr. Haun: A little further on in this report at page 7 you refer to the
cross subsidization in giving service on shorter distances. Is the mix of loads
that T.C.A. flies comparable in average stage length to the mix that domestic
United States carriers would fly, or do we have differences by reason of
our geography?

Mr. McGRreGoRr: I think basically we tend to serve stations of considerably
lower population and, therefore, a lower traffic generating potential as opposed
to any of the major carriers in the United States. In fact, both American Air
Lines and United Air Lines a few years ago appealed to the C.A.B. for the
right to pass up smaller centres that they were serving, and I think permission
was granted. We still serve a very much higher proportion of small points,

populationwise, on our route pattern than I think any of the major United
States carriers.

Mr. HaHN: The areas that were bypassed in United States were then
being served by some other form of transportation which took up the slack;
is that right?

Mr. McGREGOR: Yes. I should explain the situation, in case that seems
to be a mystery; in the United States, there is also a subsidy to what we call
regional type carriers.

Mr. Haun: Thank you.

Mr. CANTELON: Mr. Chairman, I should like to ask a question which arises
out of the information given in answer to a question asked this morning by
Mr. Monteith, and which deals with the table appearing at page'4 c_>f the
annual report, particularly in respect of depreciation and amortization. I
gathered from your reply that the depreciation and amortization in respec? of
your aircraft are done on a straight line basis which means that by the time
they are retired the depreciation has eliminated the cost?

Mr. McGREGOR: With certain modifications, that is right. First of e}ll,
we depreciate as I have mentioned, from the purchase price to an arbitrarily
arrived at residual value, which we believe to be the forced sale value. We
also have forecast, in setting up that period of time, how long we think we will
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be able to operate an aircraft in satisfactory operations. If both of these
assumptions are correct, then you are correct, but you should have those
modifications.

Mr. CANTELON: I realize that there would be changes but the assumption
I was trying to make was that there would be then a fairly regular depreciation
each year, depending upon the total number of aircraft you had in service?

Mr. McGREGOR: Yes, and their cost, and those have risen quite sharply in
recent years for obvious reasons.

Mr. CANTELON: Perhaps that is the answer for the difference between 1961
and 1962 of some $3,300,000 roughly.

Mr. McGREGOR: There are four more $6-million or $7-million aircraft
being depreciated in that figure as a starter, and also quite a number of
additional Vanguards.

Mr. CanTELON: Thank you.

Mr. GREGOIRE: Mr. Chairman, Mr. McGregor said this morning that they
originally intended to put the Vanguard out of circulation by 1966.

Mr. McGREGOR: I do not think that is quite right, Mr. Gregoire, I said
that we intended, to use an expression that we have, “to phaseout” the
Viscount not the Vanguard, beginning in 1966.

Mr. GREGOIRE: You intended to phase them out?

Mr. McGREGOR: We intended to phase them out, adopting a program of
regular reduction in the size of the Viscount fleet.

Mr. GREGOIRE: And instead of 1966 you will start in 19737

Mr. McGREGOR: No. This program will still begin in 1966 but at a very
much slower rate, so there will still be 34 of them in being in 1973. At the
time, we foresaw 25 or 20 aircraft probably by 1967 or 1968 under the
original plan. This is a change in the plan, I am quite free to admit.

Mr. GREGOIRE: I can see that the interest on loans have increased by
$1 million. Is this because you have made investments in 19627

Mr. McCGREGOR: Yes, and previous to that time. We increased the Vanguard
fleet very substantially in 1962 and the DC-8 fleet in 1962 and each time we
paid for the aircraft we borrowed the money, (and our interest charges have
gone up.) Would you like to know how much money is under interest?

Mr. GREGOIRE: Is it always true that you get your money from the C.N.R.?
Mr. McGREGOR: Yes.

Mr. GREGOIRE: The only way T.C.A. can borrow money is through the
C.N.R.?

Mr. McGREGOR: I would not say that is the only way. It is the only way
we have borrowed money. The machinery has been set up and it is as
economic as we can borrow, so we borrow our money from the C.N.R. and
we pay the same rate of interest that the C.N.R. pays to the government,
having borrowed that same money from the government.

Mr. GREGOIRE: And the government has borrowed the money from the

lenders of money and that makes three different operations before it reaches
T.C.A.

Mr. McGREGOR: It is the same amount of money earning the same interest
rate. If I borrowed $10 from you, Mr. Gregoire and then lent it to someone
else, you charged me five per cent and I charged him five per cent, we both
‘have the five per cent, but it is the same five per cent.

Mr. GREGOIRE: What is the average interest you pay?
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Mr. McGREGOR: It is actually 4.86 per cent including debentures. The notes
were at an average rate of 3.81 per cent and the debentures were at an
average rate of 5.18 making an over-all average of 4.86 per cent.

Mr. BALCER: Mr. Chairman, what I have to say is perhaps not in the form
of a question. This is a matter that has intrigued me in the past. I remember
a couple of years ago a Canadian delegation living here had to go in Paris;
it was quite a large delegation of external affairs people. These people
travelled by K.L.M. via Amsterdam. At that time I raised the matter with
the Minister of External Affairs and he assured me that such a practice was
going to stop. Apparently this practice had been going on for quite a while.
I myself think this is absolutely silly on the part of government employees
going on government missions using foreign carriers. As a result of such a
practice good Canadian money is being spent outside of the country.

I was very surprised last May when the NATO permanent delegation
to Paris came to Ottawa for a NATO meeting and travelled by Air France
although T.C.A. had offered their services. T.C.A. officials had approached
this group and made quite a sales effort, but these people snubbed our air
lines and travelled to Canada by a foreign carrier.

I think this committee should make some recommendation to the Canadian
government that no Canadian personnel employed by this government should
~travel in any other overseas carrier than a Canadian carrier.

Mr. PritTIE: Yes, T.C.A.

Mr. BaLcer: Or C.P.A. so long as they use a Canadian carrier. The other
staff of the NATO group from Paris travelled by T.C.A., but our permanent
Canadian delegation travelled by foreign carrier. I think this practice is silly
and should be changed.

Mr. McGREGOR: Thank you very much Mr. Balcer. I very much welcome
your comments.

Mr. PrITTIE: I am sure Mr. McGregor is pleased with the new travel
arrangements for members of parliament.

Mr. McGREGOR: Yes, I am, but not for the reason that you would think.
This new arrangement brings a member of parliament into a position where
he is a proper revenue passenger and may be properly treated as such. The
other arrangement was extremely dangerous because we have the basic regula-
tion in our company that the first passenger to be invited off an aircraft is a
pass holder and the business, as I have said before, of throwing members of
parliament off a flight enroute I do not cherish. I am very much happier that
the members are being put in the position of regular revenue passengers vis-a-
vis the air line.

The CHAIRMAN: Gentlemen, I know that these are very important observa-
tions to the members of this committee and we must take note of them, but
I hope that we will be able to make some progress in respect of the section of
this annual report, covering finances.

Mr. F1sHER: Mr. Chairman, I think we can clear up some of our questions
by asking Mr. McGregor to explain the situation in respect of the agreement
that was entered into by Trans-Air. You are aware, Mr. McGregor, that I placed
certain questions on the order paper in the House of Commons in an attempt
to find out the details of this situation, but those details were not supplied. One
rather large question remains in my mind. Was T.C.A., as a result of either a
decision on the part of the air transport board or a recommendation of the
ministry, put in the position of having to give up assets particularly .in relation
to its equipment by any arrangement or service for equipment which would
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effect the financial picture in any undesirable way? I would like to know some-
thing in respect of what it gave up in getting clear of the obligations it had to
carry on those runs.

Mr. McGREGOR: Yes. I guess I am in the same position, Mr. Fisher, that
the minister was in when you asked the question.

I understand that it is fairly common practice in business not to disclose
the terms of an agreement without the consent of the other party. I gathered
from something you said before lunch that such a question was going to be
asked, and I took the opportunity at lunch to telephone Mr. Ron Turner,
President of Trans-Air. I told him I thought I was going to be asked very much
the same question you have just posed and, left to my own device, I would give
the answer I have given unless he was prepared to say he had not any objec-
tions. He said he had objections, that he did not wish the terms of the agreement
entered into between T.C.A. and Trans-Air disclosed. He did not think it
would be to the advantage of Trans-Air to do so.

However, Mr. Fisher, I understand at the time you asked the question
you were given a certain general description of what the deal was about and
I do not think I would be violating Mr. Turner’s confidence if I did the same
thing. Basically, it seems to me to have been a deal which was advantageous
certainly to T.C.A. and I hope also to Trans-Air, and these things are not too
frequently encountered these days. But, the operation of the prairie milk run,
so called, according to our figures was costing us a net deficit of just a hair
under $300,000 per year. This we were quite prepared to disclose at the time,
and we did. The route was put up for bids and several regional carriers
expressed a desire to operate the route provided they were paid a subsidy in
the amount of our deficit, but in the case of Trans-Air it would be somewhat
more.

The whole question arose because the airports were not suitable for the
operation of Viscount aircraft. Everything else had gone in the way of small
routes, which had small airports, and we were left with two D.C. 3’s. We had
to keep a group of pilots checked out on the D.C. 3 operations, maintenance
and so on. Also, we had to keep a set of stores for the D.C. 3 aircraft, and we
moaned quite loudly about this.

The alternative which was open at that time was to rebuild these airports,
some of them to a major extent, making them suitable for Viscounts, or trans-
fer the route licensing to a carrier that was prepared to continue the operation
of D.C. 3’s, as was the case with Trans-Air. I am very happy, from T.C.A.’s
standpoint, it was to our net advantage.

Mr. FisHER: Now, Trans-Air has applied to the air transport board and
I gather favourable consideration is to be given to it getting out of it.

Mr. McGREGOR: Out of part of the route.

Mr. FisHER: Yes, the southern part of the route. Will you have to make

any representations in order to protect yourself from this particular route
bouncing back on you?

Mr. McGREGOR: No, it cannot bounce back to us under the three year
period from the first licensing.

Mr. FisHER: I would like to ask the present minister whether he has
looked at this case and whether he is satisfied that the crown corporation
received a good deal on the transaction with Trans-Air.

Mr. McILrAITH: Yes, I have.

Mr. FisHER: You have looked at it?

Mr. McILRAITH: Yes.

Mr. FisHER: Do you agree it was a good deal for T.C.A.?
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Mr. McILRAITH: Yes.

Mr. FisHER: Could I ask the minister this question—and perhaps the
Chairman may rule it out; could the minister give us any indication of his
thinking at the present time in respect of this southern route and what pro-
vision may be made for places like Medicine Hat? The reason I asked the
question is because there are suggestions coming forward these should again
become the responsibility of T.C.A.

Mr. McILrAITH: I am speaking from memory now but the application to
discontinue part of this route—that is, the part west of Regina, and, by the
way; I did not hear it referred to as the southern part—came to the board,
and this is based on a discontinuance as of December 31. The board sent the
appropriate notice, did the advertising, and asked for representations up to
November 30, I believe it was. I have forgotten the date but, in any event,
it was up to a particular date, and I think it was November 30. Those represen-
tations then will be considered to see whether or not it is necessary to hold
public hearings. I have not checked since the expiry date as to precisely what
representations came in. There was the question of other carriers being
interested and the re-arrangement of schedules—that is, re-arrangement of
routes involved in it.

It is a matter of getting a route that is suitable and it certainly looked as
if the route as formerly constituted was not the most satisfactory type of route
because it just did not seem to go where the passengers wanted to go. Actually,
at one stage of that route there was an average of less than one passenger
per flight.

This is a matter of trying to get a method of re-arranging basically so
that the aircraft service will go where the passengers want to go.

Mr. FisHER: I have two final questions. It is now up to the air transport
board to determine the balance between what Trans-Air gained out of this
transaction with T.C.A. as against the loss that it has suffered.

Mr. McILrarTH: Oh, it is much wider than that. They also have to try
to get some kind of a route laid out which will serve the people in those com-
munities. That is the nub of the problem on this particular run.

Mr. FisHER: Because of the general interest could Mr. McGregor or the
minister comment on the fact this whole arrangement broke down so quickly.

Mr. McGRrEGoRr: I would like to make a comment in this connection. I do
not want to attempt to malign a friendly acquaintance of mine, but there was
a great many things said by Trans-Air prior to the time of the transfer of
licence, to the effect that scheduling changes and so on would correct the whole
situation and they would have to fight passengers off with clubs.

We made a complete disclosure of our traffic experience to Trans-Air,
our revenues, boarding and deplaning loads. This was all given and we said
if this is their belief maybe we do not know how to run a prairie airline. I am
afraid they quickly found out there is not a big traffic generating potential in
that route.

Mr. FisHER: There should be no misapprehension then that T.C.A. went
along in giving optimistic or rosy information to them.

Mr. McGREGOR: This is true; we gave them our full figures for two years
and complete access to our records. They came up with the statement finally
that they could not operate the route any more cheaply than we could but
that they were convinced more revenue could be generated by different rout-
ing and timing. But, they have found this is not the case.

Mr. FisHeR: I understand there are changes underway and contemplated
in respect of some of the airports which would make them flyable for Viscounts.

e
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Mr. McGREGOR: This is right in one case.

Mr. FIsHER: Would this have any effect on T.C.A. entering back into some
sort of service in those areas?

Mr. McGREGOR: If it covered all the airports it might make it physically
possible but it would not increase our desire to get back onto the route.

Mr. Prrrrie: Is Trans-Air likely to be held to their part of the agreement,
with the change of routes that have been made out?

Mr. McILrArTH: I cannot anticipate a decision of the air transport board. I
have tried to go as far as I thought I could in dealing with the problem but
I would think that part of this route belongs on another route; people go in
another direction another way and I do not think this is part of this Trans-
Air route at all. I have not the areas firmly enough in mind to make a map
of them but I think you will see what I mean if you get the actual route
maps out and look at them.

Mr. FisHER: There is another route operated by another company.

Mr. McILRAITH: Yes.

The CHAIRMAN: Have you a question, Mr. Nugent.

Mr. NUGENT: At page 5 of the report, the second paragraph under the
heading “financial” I note in the last paragraph the sentence:

the year was characterized by higher revenue yields per passenger
mile, but with a continued shift to economy class travel, a slackening
in the rate of traffic growth and lower load factors.

In respect of the slackening in the rate of traffic growth does that not
indicate percentage?
Mr. McGREGOR: Yes.

Mr. NuceNT: The quantitative rate of growth was increased just as much
or more than in the year before?

Mr. McGREGOR: No, not as much.
Mr. NUGENT: There were not as many passengers hauled?

Mr. McGREGOR: We usually refer to traffic in terms of passenger miles
because that takes two things into account, and that rate of growth did slacken.

Mr. NuceNT: But was the quantitative increase very much different than
it was the year before?

Mr. McGRrecoOR: I can give you the figures.

Mr. NuGeNT: Yes, if you would. Could I have the figures for 1960-61 and
1961-62?

Mr. McGRreGOR: I can give you the percentages right now; 21 per cent
increase 1961 over 1960 and 7 per cent 1962 over 1961.

Mr. NUGENT: Was this at the time of the impact of competition from
€. 2AL?

Mr. McGRreGOR: No, it was after.

Mr. NUGENT: So this was sometime after the inauguration of the com-
petition?

Mr. McGREGOR: It was in 1960.

Mr. NugeNT: Would C.P.A. experience a similar sort of thing?
Mr. McGREGOR: I would not think so.

Mr. NUGENT: In the forecast—

Mr. McGREGOR: I do not want to interrupt you, Mr. Nugent, but I think
you must understand this in the context of the background.
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As I said this morning, on January 1, 1961, we put in an over-all fare
reduction. Now, that produced a fantastic growth in 1961 over 1960. In April,
1962, we put in what amounted to a short haul fare increase and that would
decrease the growth rate in 1962 over 1961. You have picked three years
to look at and the figures are warped by two different fare changes.

Mr. NUGeENT: I was trying to ascertain how closely these figures corre-
sponded to your forecast of what you likely would be doing by way of
passenger mile business in these years.

Mr. McGREGOR: I think we never have had an annual traffic volume
which has differed from the forecast by more than 3 and a fraction per cent.

Mr. NUGENT: You mentioned lower load factors and you referred to the

Montreal-Ottawa-Toronto run as already operating to capacity. Obviously
this does not refer to the short run. Is the lower load factor an important one
on the transcontinental run?
: Mr. McGREGOR: I can give it to you by routes, but I would not think so.
You see, what tends to drag the factor down is that we got into bigger equip-
ment; one flight has 50 seats whereas years ago one flight had 18 seats. Ob-
viously, if there is a small number of passengers the load factor is adversely
affected.

Mr. NUGENT: So one of the factors in this lower load percentage is the
fact you are using bigger aircraft?

Mr. McGREGOR: One of the factors.

Mr. NUGeENT: And another factor would be the frequency of the schedules?

Mr. McGREGOR: If there were too many, you mean?

Mr. NUGENT: Yes.

Mr. McGREGOR: Yes.

Mr. NuceNT: Now, what is the increase in the number of schedules on
the trans-Canada run over the last two or three years? Would not this vary?
Does not the increase in the number of schedules bear some relation to the
decrease in your load factor?

Mr. McGREGOR: I think you would get farther if you asked for our
number of seats of capacity rather than frequency. The Viscount carries 51,
the Vanguard 108 and the DC-8, 131. Frequency is not related to this.

Mr. NUGENT: It may be if we limit it to all the planes you are using at
one time.

Mr. McGREGOR: But, it would be better to ask for the seats.

Mr. NUGENT: Is there any significant difference between your 8 a.m. flight
out of Vancouver and your noon flight? Is there a consistent difference in
the load carried?

Mr. McGREGOR: Yes.

Mr. NUGeENT: Which flights are the lowest percentage? Which carry the
least passengers?

Mr. McGREGOR: The non-stop to Toronto is the lowest.
Mr. NUGeENT: Is it scheduled near the same time as C.P.A.?
Mr. McGRreGoOR: I think it is within an hour.

Mr. NugeNT: Now, this lower load factor was also mentioned, and I was
talking about the revenue of the company and the cost. As I understood it,
your testimony was to the effect that your are carrying as many as you can;
you have all the business you want from Montreal to Toronto.
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Mr. McGReGOR: I did not make that statement.
Mr. NUGeENT: You said you had as much as you could handle and it was

not paying.

Mr. McGREGOR: Between Montreal and Toronto only.
Mr. NugenT: But I was talking about Montreal, Ottawa and Toronto.
Mr. McGREGOR: All right. -
Mr. NuGenT: Is that correct?
Mr. McGREGOR: Generally correct.
Mr. NUGeENT: And you are running to near capacity?
Mr. McGREGOR: We are running at about 65 per cent load factor on that

Mr. NuGgeNT: And this still is not a paying route?

Mr. McGREGOR: That is right.

Mr. NUGeNT: Is there a significant difference in the cost depending on the
type of aircraft used, that is whether it is a Vanguard or Viscount, on that route?

Mr. McGReEGOR: No. Are you talking about the two aircraft operating at
about the same load factor?

Mr. NUGENT: Yes.

Mr. McGREGOR: The reason I asked is because the operating costs per
seat mile of the Vanguard is lower than the Viscount; it would give a better
showing.

Mr. NuceNT: I have one more question. Does the load factor on the Van-
guard correspond to the Viscount? Is it the same percentage for both?

Mr. McGRreEGOR: We try to achieve that, yes.

Mr. NuceNT: Is this what actually happened in this run, from your experi-
ence?

Mr. McGREGOR: I do not know that we ever conducted a survey in respect
of a certain route of the load factors by aircraft types but, generally speaking,
I would say the over-all load factor on the route would be pretty much the
load factor, as an average, that would be achieved by each flight.

Mr. NuGeNT: Farther down I note you say:

On North American services the rate of passenger traffic growth expressed
in passenger miles slowed to 4 per cent from the 20 per cent of 1961. This
tendency was particularly noticeable on the shorter routes.

How much of this is because of the air fare increase and how much would
be due to difficulties of getting from the airports into the cities, or as a result of
the competition from other means of transport?

Mr. McGRrEGOR: I have not the slightest idea.

Mr. NUGENT: Then, I will put it this way. We know that the faster aircraft
over the last few years has been the Vanguard, that it is faster than the Vis-
count; does the total elapsed time from city centre to city centre now by
Vanguard any faster than it used to be, say, six years ago when you only had
the Viscount?

Mr. McGREGOR: Yes.
Mr. NuGeNT: It is?

Mr. McGREGOR: It depends on the length of the route. A faster airplane only
means a time advantage over a slower airplane, if the flight is of a reasonable

length; a difference of 40 knots between Montreal and New York represents six
or seven minutes.



62 SESSIONAL COMMITTEE

Mr. NucenT: I wanted to find out how significant the increase in speed is.
The total elapsed time for your passengers is not going to vary very much on a
short run and if this is so then the speed of the aricraft is a rather minor factor
really in attracting passengers.

Mr. McGREGOR: It depends whether or not another airline is operating a
faster one.

Mr. NuGenT: Even though you have said in a comparable short run there is
only a few minutes difference?

Mr. McGREGOR: Yes, but the public will go to the faster service.

Mr. NuGeNnT: I am not sure of my figures on this but I contacted your pas-
senger agent for the Montreal-New York route and compared your figures with
those of your competitors; he informed me you were getting the major share of
the business even though your planes were slower.

Mr. McGREGOR: I would question that.

Mr. NUGENT: They are not slower?

Mr. McGREGOR: No.

Mr. NuGeNT: But you are getting a very large percentage of the business
compared with them?

Mr. McGREGOR: Yes, even though some of the flights are operated by
Eastern Airlines jets.

Mr. NUGENT: Is it because of the safety factor then?

Mr. McGRrEGoOR: I think it is largely habit, regularity of operation in this
service, and so on.

Mr. NUGENT: To go on a little farther into this passenger traffic to
continental Europe, did you indicate earlier this was a remunerative part of
your business increase, 29 per cent, even though there was only a modest
increase in traffic?

Mr. McGREGOR: Yes.

Mr. NuGeNT: There is nothing stopping T.C.A. in respect of its landing
facilities; you have a terminal in London.

Mr. McGREGOR: Yes.

Mr. NuGgeNT: Which C.P.A. does not have?

Mr. McGREGOR: Yes.

Mr. NuceNT: Is there any place in London or in the United Kingdom
which would be more advantageous for you to land from the viewpoint of
attracting passengers?

Mr. McGREGOR: Than London?

Mr. NUGeENT: Yes.

Mr. McGREGOR: No. We also land at Prestwick and Shannon, if you call
that the United Kingdom.

Mr. NuGgeNT: Could you give us some explanation on the fact that while
the European runs seem to have increased satisfactorily the increase to the
United Kingdom was not as much? Was someone else getting it?

Mr. McGREGOR: I think in some cases the total market is divided. Also,
I think a proportion of our traffic to London previously was destined for
Europe, and now we operate direct services to the continent.

Mr. NUGENT: So, the London traffic included what was going on.

Mr. McGREGOR: Previously, yes.

Mr. NugenNT: How about the arrangement with B.O.A.C.; what percentage

is carried by T.C.A. tickets which you sell and which percentage is turned over
to them?
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Mr. McGREGOR: I do not like the expression “turned over to them”. We
operated a pool service with B.0.A.C. and I can give you the proportion of the
total carriage between the two carriers between the United Kingdom and
Canada.

This is a fairly complicated arrangement. The value of a seat is dependent
on the type of aircraft and it is established in reference to other seats; for
instance, a first class DC-8 seat will have an equivalent index of, say, 2. These
are not correct figures I am using; I am just taking that number as an example.
An economy seat in a Britannia turbo-prop aireraft operated by B.0.A.C. would
have an equivalent value of .75. Then, the cost of providing the total seats
between the two companies on this evaluation basis is established and if there
is any exchange back and forth that takes place. The revenue is divided on
the basis of the origin of traffic between the two carriers so that there remains
an incentive to both carriers to develop traffic.

Mr. NuceNT: Would not the elimination of the competition factor enable
you to run on a high load factor?

Mr. McGREGOR: Yes, to have a more economic operation.

Mr. NuceNT: As we well know, T.C.A. does charter flying overseas; I have
not the figures but it seems to me that of the 150 charter flights during 1962
there was only 20 or 30 carried by T.C.A. Am I fairly accurate in that?

Mr. McGREGOR: I do not think so. But, it is something like that. We will
get the figures for you.

Mr. NuGeNT: I think there was about four times the charter service car-
ried by foreign carriers compared with Canadian airlines.

Mr. McGREGOR: We will take that as a generality.

Mr. NuGeNT: It that a co-operative venture or do you not have the air-
craft available to get a better percentage of that business? What is your
explanation?

Mr. McGREGOR: The explanation is that regulations permit a lower fare
to be quoted on a turbo-prop aircraft, as a result of which our charter rates
were higher. However, this will not be the case after next April. The vast
majority of chartered operations across the Atlantic in 1962 were turbo-prop
aircraft. 3

Mr. NUGeNT: You had to charge more for T.C.A.?

Mr. McGREGOR: Yes.

Mr. NUuGeNT: Was the Vanguard not suitable for this?

Mr. McGREGOR: No, rangewise.

Mr. NUGENT: I thought that the Vanguard had sufficient range for trans-
ocean travel.

Mr. McGREGOR: Roughly, the range is 2,000 miles. I suppose if you wanted
to stop at Gander, Greenland and Iceland, it would be all right. They were
all delivered across the Atlantic but that does not mean it is good passenger
aircraft on the Atlantic.

Mr. NuGeNT: Gander is not a regular stop. even if it was Gander to Shan-
non it would not be suitable.

Mr. McGRrEGOR: It would do it physically but it would not be a very
satisfactory operation from a competitive point of view.

Mr. NUGENT: Would it be safe?

Mr. McGREGOR: Yes.

Mr. NUGENT: And you would have been able to compete pricewise doing
it that way?
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Mr. McGREGOR: Yes.
Mr. NuGeNT: But you did not?
Mr. McGREGOR: No.

Mr. NUGENT: I am reading now from page 7, the left hand column at
about the third paragraph.
Some drop in load factor must be expected when the larger increments
of seats are first applied to particular routes.

Are air passengers that much creatures of habit they have to get used
to knowing that certain flights are there?

Mr. McGREGOR: That is not what that means. It means that there is a
bundle of 100 seats and it is hard to get a good load factor or harder to avoid
a drop in the load factor than if the bundles are 50’s.

Mr. NuGeNT: What is the difference in the length of time when they are
first applied to particular routes.

Mr. McGREGOR: What this paragraph is trying to say is that it will take
a long time for the growth in traffic to fill up that quite substantial increase in
capacity.

Mr. NUGENT: Have you flights out of Vancouver?

Mr. McGREGOR: Yes.

Mr. NUGENT: And since that has started has your load factor increased
to a satisfactory level or do you still now regularly operate some of these
flights on an unsatisfactory load level?

Mr. McGREGOR: I do not want to try to be facetious but anything less
than 100 per cent is unsatisfactory to an airline. The load factor on the trans-
continental operations out of Vancouver—and I take' it that is what we are
talking about—is better on the DC-8 than it is on the turbo-props. The travel-
ling public gravitates very solidly toward the jet.

Mr. PrRITTIE: According to my time table the Vancouver-Toronto-Montreal
route is using only DC-8’s.

Mr. McGREGOR: Yes, but he said out of Vancouver. And there are also
turbo-prop flights out of Vancouver.

Mr. NUGgeNT: Does the mere fact the DC-8 is more comfortable have any-
thing to do with this, as well as the speed?

Mr. McGREGOR: I would not agree on the first assumption.

Mr. NuceNT: Well, I will not get into that at the present time. I just want
you to know I have not dropped the question as to how comfortable the Van-
guard is.

I am now looking at the capital expenditures down toward the bottom
of that column:

Capital expenditures in 1962 total $21,100,000, of which payments on the
last three Vanguards and on five D.C. 8F aircraft, together w.ith 'the cost
of completion of the Halifax maintenance base, were the major items.

Did I understand you to say earlier four were in service now or are there
five?

Mr. McGREGOR: DC-8’s?

Mr. NugenT: DC-8F.

Mr. McGRreGOR: There was until three weeks ago four in service.

Mr. NucenT: But there were five DC-8F aircraft purchased.
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Mr. McGREGOR: There is a fifth one under progress payments.

Mr. NUGENT: What does that mean?

Mr. McGREGOR: That means that when you buy an airplane you sign
an order and you pay 25 per cent or some percentage of the total; then you

make progress payments throughout a given period and then make a final
payment on delivery.

Mr. NUGENT: When is it to be delivered?

Mr. McGREGOR: April next, about four months from now.

Mr. AppIisoN: Mr. Chairman, if you have finished the financial section I
would like to ask a question on the tariff section.

Mr. NUGENT: I have not finished.

Mr. GREGOIRE: Mr. Chairman, do we continue at 8 p.m. tonight? I have to
leave now.

The CHAIRMAN: Yes.

Mr. NUGENT: As I indicated before, I am particularly interested in the
Edmonton-Calgary run and am also intrigued by the Montreal-Ottawa-Toronto
run. Now, the problem is a little different in respect of the Edmonton-Calgary

run; you operate on a smaller load factor than you are accustomed to on the
run through here.

Mr. McGREGOR: Yes.

Mr. NUGENT: And you say both are losing a good deal of money?

Mr. McGREGOR: I think that is correct too.

Mr. NUGENT: Is it impossible, in your opinion, to operate the Montreal-
Ottawa-Toronto run and make money?

Mr. McGREGOR: Yes.

Mr. NUGENT: No matter what aircraft you use?
Mr. McGREGOR: Yes.

Mr. NUGENT: And is it impossible for you to operate the Edmonton-Calgary
run and make money?

Mr. McGREGOR: No.
Mr. NUGENT: It is impossible?
Mr. McGREGOR: Impossible.

Mr. NuGeNT: Then, do you have any objection to someone else taking over
that run, if someone could be found?

Mr. McGREGOR: There is only one thing; a fair amount of the traffic
between Edmonton and Calgary is destined for trans-continental flight, particu-
larly if the next departure of the next trans-continental flight out of Calgary
fits in with a man’s requirement more handily than the next departure through
Edmonton. We do not want to depend on the regularity of any carrier to
achieve these connections. We like to have jurisdiction over the scheduling.

Mr. NUGENT: In other words, this is part of the price you pay to feed
traffic into your trans-continental routes?
Mr. McGREGOR: Yes.

Mr. NUGENT: So you would have to apply the loss on those against the
profit on the others? Certainly the loss is not a complete loss, and you would

not want to give it up because it is revenue producing in respect of the other
part of the run?
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Mr. McGREGOR: To a degree, yes.

Mr. NUGeNT: I do not suppose you have any figures in respect of the
Edmonton-Calgary run and what the drop has been in your load factor since
P.W.A. started operating, or has there been any?

Mr. McGREGOR: I do not know about load factor; there is a drop in traffic
and I think it is compensated for by a drop in frequency.

Mr. NuceNT: Was the drop in traffic not also noticeable when you shifted
operations from the municipal airport to the other airport?

Mr. McGREGOR: I think there was.

Mr. NuGeNT: Has there been a substantial drop in traffic since then?

Mr. McGREGOR: Since the shift?

Mr. NUGENT: Yes. There was an initial drop.

Mr. McGREGOR: Yes.

Mr. NUGENT: And has it dropped further since P.W.A. came in?

Mr. McGREGOR: Yes.

Mr. NUGeNT: Do you have some idea of the frequency of P.W.A. and the
passengers carried?

Mr. McGREGOR: Yes.

Mr. NUuGeNT: I have a feeling that a good deal of the passenger traffic
they carry is not taken away from T.C.A. but by people who would normally
drive their cars or take that very good train service down. Would you say
now that your entire drop in passenger traffic since P.W.A. started to operate
equals the amount of passengers they carry or do they carry more than you
have lost?

Mr. McGREGOR: Not that I know of. I do not know that they are carrying
more than the apparent reduction in T.C.A.

Mr. NuGeNT: I thought you told me you were familiar with this.

Mr. McGREGOR: You asked if I was familiar with their flight frequency
and the passenger load and I said yes to the first part. I could not give you
the number of passengers they are carrying per day.

Mr. NUGENT: Then, you are not familiar enough to say?

Mr. McGREGOR: I said I was familiar with their flight frequency.

Mr. NUGENT: You cannot give us any figures in respect of the passenger
miles or anything?

Mr. McGREGOR: No.

Mr. AppisoN: Mr. Chairman, are we finished with the financial section
yet?

The CHAIRMAN: I believe Mr. Lloyd had a question.

Mr. LLoyp: Mr. Chairman, I was concerned with the general organization
of T.C.A. and I was looking at the capital stock issued which, I believe,
carries an investment by the Canadian National Railways. I also have noted
that some of the directors of the Canadian National Railways are directors
of T.C.A.

Mr. McGREGOR: Five of them are, yes.

Mr. Lroyp: And that brings me to the next question. There are three
appointed by governor-in-council; has this been the practice ever since T.C.A.
was organized?

Mr. McGREGOR: Yes, but the numbers have changed. The total number on
the board at the present time is nine; there used to be seven and, prior to that,
it may have been lower.
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Mr. LrLoyp: And are there directors’ fees in connection with this paid to
the incumbents?

Mr. McGREGOR: No.

Mr. Lroyp: Do they act without compensation at all?

Mr. McGREGOR: There is no compensation; their expenses are paid if they
submit an expense account for attending the meetings.

Mr. Lroyp: I suppose there are conflicts of interests, as there usually is
in such appointments?

Mr. McGREGOR: I have nothing to do with the appointment of the directors.
I suppose that Mr. Gordon has some problems associated with selecting which
of his directors will be on the T.C.A. board.

Mr. LLoyp: Would there be any practical value in reporting directly to
the Minister of Transport without going through the machinery of the Canadian
National Railways?

Mr. McGREGOR: Well, I do not report to the Canadian National Railways,
I report to my board of directors. Admittedly, there are five that are the same.

Mr. LLoyp: When I said “you” I meant the board of directors.

Mr. McGREGOR: Yes.

Mr. Lroyp: You are a member of the board of directors?

Mr. McGREGOR: Yes.

. Mr. Lroyp: Therefore, in that capacity you would be reporting to the
Canadian National Railways?

Mr. McGREGOR: No, I do not think that is correct.

Mr. LLoyp: Then, let us go back and look at your financial statement which
said you had a deficit in 1961 in the amount of $6 million.

Mr. MCGREGOR: Yes.

Mr. LLoyp: And, $3 million in 1962, and your statement says: “payable by
the government of Canada”.

Mr. McGREGOR: Yes.

Mr. Lroyp: This is the case of the deficit being paid direct from the
treasury of Canada; is it paid directly to you from the treasury of Canada?

Mr. McGREGOR: Yes, when it has been voted.

Mr. LLoyp: And it is treated as a budgetary loss in so far as the Canadian
government is concerned?

Mr. McGREGOR: I do not know how they are treated.
Mr. LrLoyp: It says: ‘“recoverable from the government of Canada’.
Mr. McGREGOR: Yes. I do not know how they account it.

Mr. Lroyp: Many similar agencies do not know. There is $4,600,000 pro-
jected into the end of March, 1963 and some $5 million in respect of 1962 and,
I suppose, you would not know about this type of handling in respect of your
deficit?

Mr. McGREGOR: Yes.

Mr. LLoyp: How do you handle it?

Mr. McGReEGOR: If we need capital we prepare a capital budget which is
considered by this committee and eventually we are informed it is approved.
Sometimes it is approved before it is considered by this committee, particularly
when it meets in December. We also advise the C.N.R., who are interested on
the basis of their capital budget and they include this in their forecast

requirements of capital to the government, and they earmark our capital
requirements.
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Mr. Lroyp: But, in fact, you go through the C.N.R.?

Mr. McGREGOR: That is correct.

Mr. LrLoyp: That is, for your funding and they, in turn, go to treasury.

Mr. McGREGOR: Yes.

Mr. Lroyp: I just wondered whether this would result in unnecessary
administrative expenses and that you might be able to effect some economies
if you were to avoid going through the C.N.R.

Mr. McGREGOR: I cannot see that possibility, although there might be some
saving in duplication of effort. The C.N.R. charges us exactly the same per-
centage of service charges on the money as they pay to the government.

Mr. LLoyp: Do they charge you for management fees of any kind? Is any
portion of C.N.R.’s management costs charged to T.C.A.?

Mr. McGREGOR: We pay them $50,000 a year for the various services they
perform, secretarial, legal and medical.

Mr. LLoyp: So, the directors who are appointed by the shareholders might
receive a remuneration from the C.N.R.?

Mr. McGREGOR: No, they could not on behalf of T.C.A. without T.C.A.
knowing about it.

Mr. LrLoyp: But would this be weighted in the charges to your corporation?

Mr. McGREGOR: No.

Mr. PucH: I have just a few questions arising out of Mr. Nugent’s ques-
tions. I understood you to say that next April there would be changes in
respect of the charter flights.

Mr. McGREGOR: I said there will not be what is known as a propeller
differential applicable after next April by agreement of the international air
transport association.

Mr. PucH: In other words, the D.C. 8 will be charging the same as the
propeller driven aircraft?

Mr. McGREGOR: Yes, but it means propellers will tend to disappear on
the Atlantic.

Mr. PucH: Then will we be getting more than this one quarter?

Mr. McGREGOR: Yes, as we did this year, very much more.

Mr. PugH: Will we be able to service that with D.C. 8’s?

Mr. McGREGOR: Yes. At least, we were up until a week ago.

Mr. PucH: You stated it was impossible to make money on this triangle
route, Toronto-Montreal-Ottawa.

Mr. McGREGOR: Yes.

Mr. PucH: Is that in regard to passengers only or does it include every-
thing such as mail, freight or express?

Mr. McGRrEGOR: That is the total operation. We carry practically no mail
over that route other than long distance mail that is being carried over that
particular leg.

Mr. PugH: Would that be a sizeable contract? You say ‘“other than long
distance mail” which is coming in on the leg.

Mr. McGREGOR: Yes. Normally we would carry mail moving between
Montreal and all points west of Toronto, and that is a sizeable amount, yes.

Mr. Haun: I have a number of questions in respect of page 7. You stated
that T.C.A. is not entirely satisfied with the present international tariffs and
that you have pressed at the international meeting for lower fares. This is
on the transoceanic flights.
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In view of the fact that this is a profitable part of the service which
apparently is satisfying or compensating some of the losses on the domestic
route, and in view of the fact that T.C.A. is in an over-all loss position, why
would you have pressed for lower trans-Atlantic fares?

Mr. McGREGOR: Competition is not likely to lower the fares, because fares
are agreed upon. But we pressed for it for two reasons: one, we believed that
a net revenue increase to T.C.A. with lower fares would take place. With the
increase in traffic which would be attributed to the rate, by lowering the fares
there would be produced more in the way of net revenues. We also believed
that the differential between first class and economy fares was something that
should be reduced.

Mr. HauN: On long distance flights the volume is quite sensitive to the
fluctuation or dropping of fares, is it not?

Mr. McGREGOR: Our experience is that it is very sensitive.

Mr. Haun: I have a question on procedure. We have been dealing with
financial operations. I have some questions I would like to ask on the auditor’s
report. Should I leave them until we have gone through the basic report, and
then deal with the auditor’s report afterwards?

The CHAIRMAN: We should proceed with the auditor’s report after, I think.

Mr. HAuN: I think we could get an answer to a lot of the questions after
we have gone through this first.

Mr. BALCER: Could Mr. McGregor give us a picture of the situation as
far as the effort that T.C.A. has made to bring down fares? I understand from
what I read that only the Americans and yourself are sold on the idea of
reducing fares. Is there any hope of there being a change fairly soon?

Mr. McGREGOR: Yes, I think there is. I do not know how well this was
reported, but there have been traffic conferences held in Salzburg, Austria,
beginning about three months ago. It broke up in complete disagreement with
ourselves and one other carrier dissenting. We agitated for lower fares and
the other agitated for higher fares. The rest of the carriers were pretty well
in agreement at a midpoint position. A second conference—which was really
a contihuation of the first one—was also in Salzburg about a month and half
ago when very much the same thing occurred. Although we compromised on
our request for lower fares with respect to economy fares, we moved about
half way to the level agreed to by the American carriers which was not very
low, and it also failed to reach the unanimous agreement which is required
by LA.T.A. There is to be an extension of that conference beginning either
this week or next week in Florida.

At the last reading we were hopeful that we were going to get our desire
with respect to very much lower first class fares, and we might have some
success with respect to our economy fares. So I think that the next two or
three weeks could bring about an unanimous agreement in I.T.A.A., or failing

that, an attempt to get one will be abandoned and the rates will be declared
open.

Mr. AppisoN: Are there other air lines, from foreign countries actively
seeking landing rights in Canada at the present time?

Mr. McGREGOR: I would not be likely to know unless they were good

enough to tell me, because the application would be made presumably to the
air transport board.

Mr. PriTTIE: I have a question dealing with that.

Mr. BALCER: Do you feel that when the supersonic planes arrive it will
force down your rates?
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Mr. McGREGOR: No, I think it would be the other way around. We are
of the opinion that the supersonics will not replace the subsonic jets, as did the
subsonic jets replace the propeller aircraft in a matter of two or three years.
We think that the supersonics will be a sort of blue ribbon service, and that
the subsonic jets will be carrying most of the traffic. The supersonic fare will
be substantially higher than the subsonic fare. In other words, it will be a
premium service and you will pay for it. I believe that to be the case.

Mr. MonTEITH: I understand it has a further disadvantage in the number
of minimum flight that there will be.

Mr. McGREGOR: There is no frequency restriction in any of the Canadian
bilateral agreements.

Mr. MoNTEITH: You suggest that you could get a better pay load by having
more economy class?

Mr. McGREGOR: Yes but we do not think it is a very good thing. To operate
only one-class flights.

Mr. MonTEITH: What is the percentage of first class versus economy class
on the Viscounts on an average trip?

Mr. McGREGOR: The first class load factor, despite the small number of
seats, is lower than in the economy section.

Mr. MoNTEITH: Would you wish to make them all economy class?

Mr. McGREGOR: No, I do not think so, because the availability, frequency-
wise, of first class service would be destroyed. We think the figure will improve
with the use of the DC-8F’s, on some of which the forward end is available
for cargo and all the rest is for economy.

The CHAIRMAN: We have covered the financial end with tariffs and fares.
I wonder if we might go ahead now with service and traffic roads.

Mr. GranGeR: I would like to ask a question about insurance under this
section, although it could be asked at a later date.

The CHAIRMAN: Why not ask it now?

Mr. GRANGER: I understand that your aircraft itself is insured by your-
selves?

Mr. McGREGOR: That is right.

Mr. GRANGER: Would you mind telling me to what extent your company is
liable for the passengers you carry?

Mr. McGreGor: That depends. I am no legal expert, but it depends on a
great many things. There is the international passenger, who comes under the
limited liability which is represented by a thing called The Warsaw Convention
which limits our liability to approximately $8,000 U.S. per passenger unless we
are proved to have been guilty of negligence.

In the event that the question of negligence arises, the attitude of T.C.A. in
the past has been, where the loss of passengers has been involved, to consider
the actual damage that has been done and to endeavour to reach a settlement
on that basis. That is not talking about international.

Mr. GRANGER: Without a comparison of the amount involved, actually what
I was leading up to was to ask what your opinion was of the desirability of
having insurance the same as you get when you put a quarter into a machine
at the airport. I realize that an individual has certain responsibilities as far as
himself is concerned, but at the same time the air line carriers have to deal
so intimately with the public that I wondered if consideration should not be
given to having compulsory insurance perhaps included in your fare.
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Mr. McGREGOR: I can think of few things more horrible. The United States

| is studying legislation along this line and it is simply bristling with difficulties.

Trouble will certainly arise if it comes in. I can think of no reason why a
carrier should be invited to insure compulsorily its passengers.

Mr. PucH: Does the company carry ordinary liability insurance on its

~ installations, such as its passenger terminals and things like that?

Mr. McGREGOR: No, they are not company installations. We have nothing

~ to do with the operation of passenger terminals.

Mr. PucH: As the passenger mounts into the plane, suppose something
happens in the way of negligence through T.C.A. and its staff, you have

- liability, and do you carry liability insurance?

Mr. MCGREGOR: Yes.
Mr. PucH: And it covers one while riding in the aircraft?
Mr. McGRrEGOR: Yes, with a deductible clause.

Mr. AppisoN: Under advertising, could you tell the committee how much
money was spent in 1962 on advertising and break it down as between domestic
and overseas?

Mr. McGREGOR: The total advertising charge for the year was $4,862,862,
oddly enough.

Mr. Appison: How was that broken down?

Mr. McGREGOR: About eight different ways. Would you like me to give
them to you.

Mr. AppisoN: No, just domestic and overseas.

Mr. McGREGOR: That again is difficult. The figures which I shall read to
you will not add up to the total which I have given for reasons which I will
give you later. Our United States advertising agency was paid in 1962,
$711,311. Our British agency, $871,848; our domestic agencies make a total of
$1,630,000.

The reason I might sound a little vague is that certain advertising activities
such as the production of little models and window displays are in the hands of
one agency, so it is difficult for me to say that this is United Kingdom, this
is United States, and this is Canada.

Mr. ApbpisoN: Is your advertising broken down as between T.C.A. ad-
vertisers in Canada for overseas operations, and another agency which ad-
vertises only for Canada.

Mr. McGRrEGOR: There is an agency which is just for Canada, and an agency
which is just for Europe, in the United Kingdom, and there is an agency just
for the United States in the United States.

Mr. AppisoN: I was trying to get a breakdown between the one in Canada
and the one overseas.

Mr. McGRrEGOR: I think I gave you that. I gave you roughly $1,600,000 in
Canada against $871,000 for the United Kingdom.

Mr. PriTTIE: I have a supplementary question on advertising. You have
to do a certain amount of advertising because you have two or three trans-
Canada lines. Have you any idea how much you spend in getting your share
of the business having regard to C.P.A.?

Mr. McGREGOR: We have to do a certain amount of advertising for many,
many more reasons. We have nine competitors on the Atlantic, and a competitor
on every one but four of the trans-border routes. Also we have to do a certain
amount of corporation advertising such as the fact that our pilots are ex-
perienced and so on. I cannot see any impact on our advertising bill which is
due to the fact that C.P.A. is in operation.
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Mr. PrITTIE: Both you and C.P.A. have advertising directly aimed at the
Toronto-Vancouver passenger route. One line emphasizes the economy, the
other line emphasizes first class.

Mr. McGREGOR: That is right. I am not sure that I finished. I do not think
that our advertising bill would go down markedly if C.P.A. should disappear.

Mr. PuGH: On the basis of finances, with respect to your plan for “fly
now, pay later” —is there much advantage taken of it?

Mr. McGREGOR: Yes, very much.
Mr. PucH: What proportion of the total is carried on finance?

Mr. McGREGOR: There was revenue of $3,900,000 in 1962 under the
fly now—pay later plan, and since it started, the total has been $20,000,000.

Mr. PucH: It is a successful way to draw traffic?
Mr. McGREGOR: Yes. I for one do not appreciate it, but there it is.
Mr. PuGH: I am glad to hear that last comment.

Mr. McGREGOR: We were the last carrier on the Atlantic to put it into
effect.

Mr. HAHN: Under this section we deal with route and route structure. In
various periodicals in this country I have many times read the charge that
Canada is not getting a fair shake on trans-border flights, that is, that we
are not getting the right to go into private United States terminals, and that
they are better than we are as bargainers. From the T.C.A. standpoint do
you think that is true?

Mr. McGREGOR: In general, I would say that depends on what is a fair
shake. If we are going to say that we are a country that is exactly the
equivalent of the United States, then we are not getting a fair shake. The
United States approach to this is quite the opposite. They say “We are 190,000,000
people, while you are only 19,000,000, so you cannot have the same shake”.
It would depend, on the face of it, what a fair shake represents. I think it
has been said by many people there are certain routes which have heavy
traffic potential which are not being served at all, such as Toronto to Los
Angeles, among others. No Canadian carrier goes into Miami; no Canadian
carrier operates between Chicago and any point in western Canada. These are
routes which in our estimation should have a carrier, whether it be a Canadian
or a United States carrier. They should have service.

Mr. PrIirTiE: The question came up last year when Mr. Balcer was
here and the point of view expressed was that they were dealing with other
countries on bilateral agreements, and the government took into account
other thing than merely the T.C.A. position. You were not too happy about it.
External affairs people were here, and they were concerned with other aspects
of the agreement than those purely having to do with the air line as a carrier.

Mr. McGReGOR: I do not think it applies particularly to United States-
Canada bilateral agreements. It has been in play in other cases.

Mr. HAHN: Are you represented at these negotiations? Is T.C.A. present at
them?

Mr. McGREGOR: Over the years various things have happened. At one time
we were able to attend as observers. Then there was a period when we were
not even invited to be present. I have not seen a bilateral negotiation for some
time. At least there has not been one I know of for some time. The last one
was the “horror” of Italy. What is going to happen from now on I am not sure.

Mr. Haun: I wanted to ask about the Mohawk air line flight from Toronto
to Buffalo. Could T.C.A. have serviced that route? Was T.C:A. interested in it?
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Mr. McGREGOR: Yes, but we never had an opportunity. The Toronto-Buf-
falo route is a device pure and simple. That bilateral route is a purely theo-
retical one. There is no air line in the world which would operate purely
between Toronto and Buffalo, but by doing so, you if an American can carry
out whatever your domestic route pattern allows you to do, and all you have
to do to operate between Toronto and Dallas for example is to stop at Buffalo
momentarily, having already cleared customs in Canada before you started.

Mr. BALCER: Might I ask the minister if there is a sign of any new at-
titude on the part of the Americans on this question? I remember when Mr.
Pearson came back from the United States he announced that he had discussed
the matter with the American authorities. But that was quite a while ago.
I wondered if any meetings or any progress had been achieved in this field?

Mr. McILRAITH: There have been no direct negotiations as such yet. The
preparatory work is and has been progressing. It involves some studies which
were being made by the United States government by way of preparation, as
well as some studies we were doing on this side preparatory to it.

Mr. BaLcer: There is no change, I take it, on the part of the Americans,
or no evidence of it?

Mr. McILraiTH: Yes, there is some evidence, but it would be wrong to
evaluate it at this stage, because the evidence will only be put to the test
when the negotiations take place.

Mr. BaLcer: I knew that when I was Minister of Transport you carried it
for two years, and we never achieved that thing with the Americans.

Mr. McILRAITH: I am considerably more optimistic because they have
done some preparatory work, and from what I know of it, it is encouraging.

Mr. BEcHARD: Is it still the intention of the board of directors to change

the name of T.C.A. to Air-Canada, and if so, when would be the intention to
do it?

Mr. McGREGOR: That is a tricky one, when you say “Is it still the inten-
tion”. T.C.A. had an amendment made to its act of incorporation several years
ago to permit it to use the name of Air-Canada in addition to the name of
Trans-Canada, and we have made good use of both. We use the two names
indiscriminately in eastern Canada, and we rather thrust forward the name
of Air-Canada overseas as being more descriptive and more in line with the
general practice in Europe and elsewhere in the world where there are ap-
proximately a dozen air lines using the name ‘‘air’” followed by the name of
the country. I could reel off a whole string of them. So this duplex use of
the name commercially seems to be most satisfactory. At the same time it
avoids losing the value of a vast amount of money that has been spent over
the years in publicizing the name Trans-Canada Air Lines with the initials
T.C.A. We would give this up only with a great deal of regret. There have
been suggestions made to use the two names on the aircraft, but we think
to do so would create an operational problem and cause possible confusion.

Mr. BEcHARD: Do you not think you could take advantage of the change
with your new aircraft by putting Air-Canada on the new DC-9’s?

Mr. McGreGor: I would not be very enthusiastic about that. For instance
the control tower at an airport may look at an aireraft and find it sitting on
the taxiway and obviously anxious to take off, and will say “Air-Canada pre-
pare to taxi and to take off on runway 24 right and take off when ready”. If
the crew at the tower or anybody was in any doubt as to what the identity
of the aircraft was, there might be some hazards, I am afraid.
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Mr. BaLcer: It could be just as easy if all planes were simply marked
Air-Canada, and then there would not be any confusion as far as the tower
is concerned.

Mr. McGREGOR: That i§ quite correct.

Mr. RipEouT: I would like to ask the president if he has any figures re-
garding the Halifax airport on how many planes were turned back because
of weather.

Mr. McGREGOR: I could get them. It is nothing like what it used to be,
I can assure you.

Mr. RipEouT: Could you get them for Halifax and for Moncton?
Mr. McGREGOR: Yes. You mean the diversions due to weather?
Mr. RiDEOUT: Yes.

Mr. McGREGOR: Over what period of time?

Mr. RipEOUT: Oh, any period. I would think pretty well last year’s figures
would be all right.

Mr. McGREGOR: Yes, we can get them for you.

Mr. DEAcHMAN: Can you give us some idea of what portion of your revenue
is represented by air freight, and what is the trend in air freight? Is it becoming
more important, and if so, what are the things that make up your air freight?

Mr. McGRrEGOR: It is definitely becoming more important.
Mr. MonNTEITH: You will find it all set out in the auditor’s report.

Mr. McGREGOR: In 1953 $3.7 million or our total gross revenue was for
what we call commodities, freight and express. In 1962 it was $10.46 million.
The percentage of the total has not changed very materially.

In 1960 it was 5.3 and in 1962 it was 5.7. If we can look at this out of the
context of this annual report, I think you will find that our commodity revenue
growth in 1963 has been quite surprising and very encouraging.

Mr. DEAcHMAN: What is causing it?

Mr. McGREGOR: I think it is the higher speed of the planes, with less
damage and loss in shipments by air, and somewhat lowering of rates with
respect to specific commodities; less requirements for heavy packaging, that is
cartons, crates and so on. I think all these things have played a part, plus a
great deal of publicity and experience in the matter.

Mr. DEACHEMAN: Mr. Chairman, we are all aware of the attempt to develop
a system of flying lobsters into the markets by the use of light packaging,
weight shifting and the like. Are you conducting any experiments in regard to
packaging or are you involved in any way in developing air packages for the
purposes of encouraging air freight?

Mr. McGREGOR: Not beyond the palletizing of cargo for handling purposes
as such. In respect of developing cartons of special construction, we are not
doing any experimental work.

Mr. DEacHEMAN: Do you advertise light cartons for air shipment to en-
courage air freight?

Mr. McGREGOR: Yes, and we advertise these other advantages to which
I have referred.

Mr. DEAcHMAN: I should like to ask a question in respect of another aspect
of air freight. Are you familiar with the steady shipments of freight going over-
seas by R.C.A.F. transports?
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Mr. McGREGOR: Yes I am very familiar with that situation.

Mr. DEacHMAN: Do you believe that some of this could be shipped profit-
ably by a commercial air line such as C.P.A. or T.C.A. rather than be handled
by the R.C.A.F.

Mr. McGREGOR: You caught the right note when you said “profitably”.
It would certainly be profitable to T.C.A. but whether it would be cheaper for
the government on the other hand, I do not know.

Mr. DEACHEMAN: Do you think it would be cheaper for the government to
use commercial air lines for this purpose rather than the R.C.A.F.?

Mr. McGREGOR: I think it would look more expensive at the beginning
because ‘they would have to pay for it; whereas the service aircraft carrying
these cargos are in fact in existence and manned. However, in theory it would
not be more expensive if the policy had been to ship by commercial carrier
throughout the piece.

Mr. DEACHMAN: In regard to passenger handling, are you familiar with
the rotation of families in the armed forces overseas?

Mr. McGREGOR: Yes.

Mr. DEACHMAN: Do you believe this could be handled by T.C.A. for
example?

Mr. McGREGOR: Some of this should be done by commercial carriers, yes.
Mr. DEACHMAN: Thank you very much.

Mr. McGREGOR: We have made strenuous efforts in that direction, and
have obtained some improvement here.

Mr. DEacHMAN: In regard to the subject of transporting personnel from
all departments travelling abroad or travelling within Canada, do you get all
of that traffic?

Mr. McGREGOR: We do not get all of it, no.

Mr. DEACHMAN: Where does the portion of that traffic which you do not
get go?

Mr. McGREGOR: It goes to the other carriers. There is a general admonition,
I would say, rather than regulation, in government that unless serious penalties

are paid in inconvenience or times of arrival, Canadian commercial carriers
should be used.

Mr. DEaAcHMAN: Do you think Canadian civil servants are not travelling
on air lines who could have conveniently made arrangements to travel on
Canadian air lines?

Mr. McGREGOR: That has been the case, but I would not say it is the case
currently.

Mr. DEacHMAN: Do you think this practice causes the seeping away of
revenues?

Mr. McGREGOR: It is not serious at the moment, I do not think.

The CHAIRMAN: Gentlemen, I was wondering whether, since there has
been some indication that some of the members would like to adjourn, we
could have a motion that the financial section of this annual report be carried
so that when we reconvene after dinner we may quickly move to a considera-
tion of the item on equipment and facilities? I had hoped that we could com-
mence our consideration of equipment and facilities this evening. I would
appreciate receiving a motion to carry all the sections up to equipment and
facilities at this time.
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Mr. PriTTIE: Mr. Chairman, I should like to ask one more question in
respect of services and growth. I do not know the feeling of other members
but I just have one further question on this section.

I assume that T.C.A. and C.P.A. are in the overseas business to stay. Has
there been any more progress toward the development of a Canadian national
service? There was some reference as to this prospect in past years. Have you
any comment to make in that regard, Mr. McGregor?

Mr. McGREGOR: T.C.A. have always believed that one offshore flag carrier
would be very advantageous to Canada and to the cost of overseas transportation
of Canadians. I cannot say more than that.

Mr. PritTiE: Can you tell me if there has been any progress made toward
the implementation of that idea within the last year?

Mr. McGREGOR: I think I should say there has been no discernible prog-
ress in that direction.

Mr. DEACHMAN: Who do you think should operate such a service, C.P.A. or
T.CA

Mr. McGREGOR: I do not think it will take me long to think up an answer
to that question.

The CHAIRMAN: Gentlemen, may I have a motion to carry all the sections
up to equipment and facilities?

Mr. GRANGER: Mr. Chairman, I should like to ask one further question in
respect of this matter of growth. Has Mr. McGregor given consideration to
the possible potential market in respect of shipping fresh fish from Gander to
Europe? This is something which may well be developed in the future, but I
imagine it will involve return cargoes of suitable merchandise from Europe;
have you ever considered the possibility of carrying these cargoes to Europe
and returning with acceptable cargoes from countries outside of Canada? It
is my understanding the Pan American Lines has a department in their
organization carrying out investigations in this regard. Does T.C.A. have a
similar set up?

: Mr. McGREGOR: Indeed it does. T.C.A. has a cargo sales department which
is extremely active with representatives in all the larger centres in Canada
and outside of Canada. The effect of that organization has been to reduce the
imbalance in cargo volume on the Atlantic which is extensively in favour of
westbound cargo.

When we are talking about moving sea products to Europe, I should point
out that we have moved several very large shipments of lobsters to Paris,
although one shipment was turned down on the basis that the lobsters were
no good because they were dark green.

The CHAIRMAN: Could I have a motion that these sections be carried?

Mr. LrLoyp: Mr. Chairman, we do not have a quorum. I move that we
proceed to a discussion of equipment and facilities when we reconvene at
eight o’clock.

The CHAIRMAN: We have not got a quorum.
Mr. PrRITTIE: There is not need for a motion.

Mr. Lroyp: I would suggest the adoption of the procedure outlined by the
chairman.

The CHAIRMAN: I declare the motion carried.
—Committee adjourned.
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The CHAIRMAN: Well, gentlemen, we have a quorum. When we adjourned
at 5.30 p.m. I think it was agreed that the section on finance, tariffs, service
and growth had been dealt with and we were going to proceed with equipment
and facilities. However Mr. Gregoire asked me, when he came in this evening,
whether we would not hear him for a few minutes on the question of service,
because he wanted to ask a few questions of Mr. McGregor. So I think with
your consent we shall proceed.

. Mr. GREGOIRE: My first question is this: how do you prepare your
schedules? We have two schedules, a red one for Canadian routes and a blue
one for international routes. How do you prepare your schedules? Do you
have some kind of I.LB.M. machine or a mathematician, or what? When I left
Saguenay I had only one plane to take, and I arrived at Montreal at 5 minutes
to 12 when the plane for Ottawa leaves at 12 o’clock, so I had to wait until
3 o’clock in the afternoon. I saw the Parliamentary Secretary to the Minister
of Transport there, and he has to leave Quebec at 8.30 a.m. and to stay in the
Montreal airport for two-and-one-half hours until 12 o’clock when he can make
a connection for Ottawa. How do you explain all that?

Mr. McGREGOR: I suppose this is the most difficult sort of job that there is
in an air line. There are two or three things we have to do. We must get what
we call good utilization of the aircraft. We must not allow an aircraft to remain
on the ground for eight or nine hours out of 24; otherwise we would lose
heavily. So we must plan to get good utilization. This means a large number
of working hours in the air out of each 24 hours. We do our very best to line
up all these connections. It does not always work. But there is a through flight
from Quebec to Ottawa.

Mr. GREGOIRE: I know, but not at this time of day.
Mr. McGREGOR: No, that is true.
Mr. GREGOIRE: The first one leaves at 1.30 p.m. from Quebec.

Mr. McGREGOR: I think that is right. But we have the same problem right
across the system.

Mr. GREGOIRE: For example, there is one through flight I would like to
take as an example, because I know it. I know it happens to many lines, when
there would be a wait for one or one-and-one-half hours at the airport in
Montreal, coming from Quebec to Ottawa. I think you might lose lots of travel-
lers with these waitings at the airport. For example, I shall cite only one
example to show you how to manage it: we have a flight leaving in the morn-
ing at 10.10 a.m. from the airport at Saguenay, Bagotville, waiting for only
five minutes at Montreal. Without details, could you prove to us how we could
cut off 15 or 20 minutes without mixing everything up?

Mr. McGREGOR: I know the case you mention, and it is an impossible con-
nection. I am afraid that what you will find is this: one of the Quebec flights
as shown carries a certain number of passengers from Quebec to Montreal, and
it carries maybe from 15 to 20 passengers as a regular thing destined for New
York, and maybe 3 destined for Ottawa if the house is not in session. The
planners have to make a decent connection between this flight and the flight
to New York.

Mr. GREGOIRE: Is that the only reason?
Mr. McGREGOR: That is the sort of thing that works in a schedule.
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Mr. GREGOIRE: In the last three of four weeks I have succeeded in making
connections in five minutes. I must admit that the people at the airport and
the pilot were very considerate and agreeable. He would phone to the other
flight, and tell me which was the exit door.

Mr. McGREGOR: And you ran across the ramp?

Mr. GREGOIRE: Yes. The last time they closed the door but opened it again
and I got in.

Mr. McGREGOR: I must admit that to miss a flight by five minutes is not
good.

Mr. GREGOIRE: If you want to make a good connection, would it be bad if it
was delayed about five minutes more?

Mr. McGREGOR: No.

Mr. GREGOIRE: So?

Mr. McGREGOR: So, we will not do it again.

Mr. GREGOIRE: What is that?

Mr. McGREGOR: We will not make that mistake again.

Mr. GReEGOIRE: Now you will not be able to change it.

Mr. McGREGOR: We have to operate according to the timetable which is
printed and published, but it will be changed again shortly.

Mr. GREGOIRE: I will give you an example. I am thinking of a special
instance. I do not think you made a complete inquiry. On last Monday’s flight
from Bagotville coming to Ottawa there were seven people. The six others
were mad because they had to wait three hours at the airport. They saw me
when I arrived after they did at the airport. I said “I want to take the 12
o’clock flight and I will take my risk.” When they saw I was doing it, they all
wanted to do it. But I was the only one to do it with my trunk out of the
seven from Saguenay.

And in Quebec about two weeks later there were about six or seven people
from Saguenay. I think the time of Mr. Cantin is very precious, yet he had to
wait two-and-one-half hours at the airport at Montreal.

Mr. MoNTEITH: Why did you not leave the minister there?

Mr. GREGOIRE: I think that flight should be rearranged even if everything
has to be changed in your schedule.

Mr. BALCER: Are you sure you are not trying to keep Mr. Gregoire out of
the House of Commons?

Mr. GReEGOIRE: Could you make some changes when you receive such infor-
mation as that?

Mr. McGRrEGOR: We would get into terrible trouble if we started to operate
other than according to the timetable, because people would arrive and say
“What is the matter? This flight has not gone yet?” And we would have to say
“We held it for 15 minutes because we have changed our schedule.”

Mr. GREGOIRE: And the people making reservations would have only five
minutes more to wait and it would be perfect.

Mr. Lroyp: I think Mr. Gregoire has fully pointed up his particular prob-
lem and it would seem to me that it is an invitation to Mr. Gregoire to make
direct representations. I think we should pass on to the next question.

Mr. McGRrEGOR: I am sure we will investigate the possibilities with respect
to the schedule being changed by five minutes, if you feel it would be
acceptable.

Mr. GReEGOIRE: The last four weeks I have not missed one.
Mr. RipEouT: Why do you want to change it?
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Mr. GREGOIRE: Lots of times you make a reservation. You may call up the
reservation desk and they will say “No, we are completely booked.” All right,
I go there and there are always seven, eight or nine empty seats. But when
you call the office they say “There are no places in the economy, class” so I
have to take a first class seat. You have to pay more yet when you arrive there
are empty seats in the economy class. How do you explain that?

Mr. McGREGOR: Let me tell you of an experience I had myself. Once upon
a time, along while ago, when we operated the DC-3’s, a gentleman you all
remember, Mr. Howe, telephoned and said “I want to see you in a hurry. Can
you come up?” I said “All right, the next flight leaves in about 45 minutes.”
I was just going to be able to get to the airport. So I called out to my assistant
and said “See if you can get me a seat”, and at the same time I was headed out
the door. The answer was that the flight was full, but I could be carried on the
flight deck. When I got out to the airport I was shown into the cabin, and there
were three other people there. There was a man and his wife headed for Wind-
sor, when we went from Montreal via Ottawa and Toronto to Windsor. I saw
him looking down the cabin two or three times and eventually he said, “Did
you have much trouble getting a seat”? And I said, “no”. Which was true. He
said, “It is darn funny that they could not take me on this flight up until the
last minute. When they telephoned we had a terrible rush to get to the airport
to get on this flight”. I said, “Yes”. He said, “Why is that”? And I said, “I do
not know,” and I did not. But I was sure I would find out as soon as I got to
Ottawa.

So when I got to Ottawa I went to the station manager’s office and asked
to speak to the reservation branch in Toronto. I said “I was on fligh so and so
from Montreal to Ottawa, and there, were three revenue passengers, and one
non-revenue, What is the answer?” And he said, “Oh yes, a flight was grounded
in Moncton with a ‘mechanical’, and it had 19 passengers connecting to your
flight at Montreal for Ottawa”.

When this sort of thing happens we may have seven, eight, ten or a dozen
empty seats. I do not know if that was the explanation in the case you
described. But we do not hold seats. Naturally, we do not say we are fully
booked, if we do not believe that we are fully booked. The Reservec system
records the number of bookings that are applied for at different places right
across the system, and it stores it in a mechanical memory. The number of
bookings in the memory storage is equal to the number of seats, or nearly so, on
the flight, and it will declare a “stop sold”, as we say when the flight is fully
booked. If somebody has made several reservations and if the passengers that
intended going by that flight do not show up, those seats would then be open.
That is the situation unless they have telephoned that they have changed their
minds, which they often do not do.

Mr. GREGOIRE: Have you made any inquiries in regard to the average num-
ber of cancellations by people making reservations on two or three seats? Do
you have that average and do you make reservations for an average flight and
make a comparison? ]

Mr. McGREGOR: There are certain operations, I do not know whether I
should name them, where we have a chronic situation. On certain routes people
are doing exactly as you suggest. They do not know when they are going to be
finished with their business so they make reservations on three flights in suec-
cession. They never think of cancelling the ones they decide not to use. The one
they usually use is the last one. This is a standard no-show problem. We keep
a complete record of no-shows by routes and often by flights. However, we dare
not assume that we are sure to get, for instance, eight or ten no-shows on a
flight and therefore we are unable to sell the seats.
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Mr. GREGOIRE: Do you lose much traffic because of people making reserva-
tions and not taking their seats?

Mr. McGREGOR: Yes.
Mr. MoNTEITH: Do you ever keep records of names in respect of no-shows?

Mr. McGREGOR: We became so excited about this no-show problem once
upon a time we started to triple check on the addresses which were given,
mostly hotels or rooms in the Royal York hotel, for example, and we often
found that the room in the Royal York hotel, which had perhaps two beds
at the most, had ten or 11 reservations. We started to telephone these rooms
and would say ‘“look, we find that under your room number there are reserva-
tions for two on this flight, two on that flight and three on that flight; what
do you really want?” These people would then decide on a flight which, as
I say was usually the last one. We would say; “fine” and would then have
the other seats open. Fifteen minutes later we would carry out another check
and find that the same individuals had re-booked on the other flights. This is
not an easy thing to handle, and this is one of the reasons why we sometimes
have been criticized for our procedure in respect of reconfirmation.

As a result of using our reconfirmation system our no-show problem
numerically is a small fraction of the problem faced by United States carriers.
Those carriers are now in the business of assessing penalties for no-shows, but
it is very nearly impossible to administer this system. There is alway a certain
amount of cheating between one air line and another. Someone will rush up
to one air line and state that another air line is trying to charge $5 for a
no-show, and the air line employee will state that they would not attempt to
do such a thing, and so the situation goes. The no-show problem is a serious
one. It produces empty seats which could be used by legitimate passengers.
This problem is of great concern to the air lines and a lot of thought has been
devoted to it. As I say, the problem is perhaps worse elsewhere than with
T.CAA.

Mr. GREGOIRE: Other air lines are faced with this problem?

Mr. McGREGOR: Every other air line is faced with this problem to some
degree.

Mr. GREGOIRE: Are you attempting to solve the problem?

Mr. McGREGOR: We have never been able to find a solution. Three times
in successive years this penalty system has been attempted in the United
States, but it has never worked. Suppose a man comes along with a ticket for
a flight that has already departed and he says: “I want my money back”. We
say “fine. We will give you your money back less $5, being the no-show
penalty”. He says: “What do you mean I called your reservation office and told
the girl—I don’t know who she was—that I was not going to be on that
flight”. You cannot call the individual a liar.

Mr. GreGOIRE: I should like to ask another question in respect of services.
Do you sometimes during the course of your duties travel by T.C.A.?

Mr. McGREGOR: Yes, to the extent of approximately 40,000 miles per year.
Mr. GREGOIRE: Have you ever been on an aircraft during the lunch hour?
Mr. McGREGOR: Yes, often.

Mr. GReEGOIRE: What did you think about the meal served by T.C.A.?

Mr. McGREGOR: I have no kicks.

Mr. GREGOIRE: What do you think about the meals served by T.CA.?

Mr. McGRreGor: I think they are quite satisfactory, Mr. Gregoire.
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Getting back to your question in regard to no-shows, the percentage of
boarding passengers is as follows, and I have these figures for four representa-
tive quarters and I will not bore you by reading them all, but I will give
you the percentages for the second quarter in 1962 beginning in April. The
industry averaged 10.2 per cent of boarding passengers that did not show. The
American Air Lines averaged 8.5. We do not have a return for Eastern Air
Lines although they usually send it to us. The average for Trans-World Air
Lines is 10.9 and T.C.A. 5.8. The other quarters of the year are about the same
in relationship.

Mr. GREGOIRE: I think Mr. Balcer suggested this afternoon that sometimes
members of the government travelling from Paris to Canada, or from some
other country use B.0.A.C., Air France or K.L.M. instead of Trans-Canada air
lines. Have you made any survey in this regard?

Mr. Lroyp: Mr. Chairman, on a point of order, I do not know how much
patience we are expected to have, but with the greatest diffidence to the mem-
ber who is now asking questions, you gave him an opportunity to ask questions
but when he asks for repeat information in respect of subjects that have been
covered I suggest it would be a gracious act on the part of the kindly disposed
Quebecer to recognize that this is repetition and read the answers when they
appear in the Minutes of Proceedings and Evidence of this committee. Surely
to goodness we must draw the line somewhere and get on with the business of
this committee.

Mr. GREGOIRE: If my questions have already been asked and answered I am
sure the Chairman will tell me and I will then read them in the Minutes of
Proceedings and Evidence. If my questions have not been asked, then I feel
I am entitled to go ahead and ask them, because that is my privilege.

Mr. LLoyp: Mr. Chairman, the privilege to which the hon. member refers
is extended to every member of the committee, but I am sure the hon. member
must be impressed with the patience we have shown, and the indulgence we
have extended in allowing him to ask questions which I am sure could have
been answered in a variety of more simple ways.

The CHAIRMAN: Mr. Lloyd, I appreciate your point of view and I do hope
that Mr. Gregoire will follow the suggestion that questions in respect of this
subject be kept to a minimum. Mr. Balcer did refer to this subject earlier in
our meeting, but I was wondering whether Mr. Gregoire’s question was related
to this particular aspect.

Mr. GREGOIRE: My question was not at all the same as the question asked
by Mr. Balcer.

The CHAIRMAN: Excuse me, Mr. Gregoire; please allow me to finish. Perhaps
Mr. Gregoire’s question is related to something entirely different from that to
which Mr. Balcer’s question was directed. I suggest we allow Mr. Gregoire to
complete his question so that we will then be in a position to make a decision.
I would like to maintain the spirit of this committee as it has been in the past.
This spirit reflects the co-operation of the individual members of this com-
mittee rather than any direction on the part of the Chair, but I do hope this
spirit will be maintained.

Mr. GREGOIRE: My question is not at all the same as Mr. Balcer’s question.
The CHAIRMAN: Ask your question now.
' Mr. GREGOIRE: Perhaps the reason for these government employees travel-
ling on foreign carriers is that the service provided by T.C.A. is not equivalent
to that provided by B.O.A.C., Air France and K.LL.M. Have you made any com-

pari§on between the service on flights overseas provided by T.C.A. with the
service provided by foreign carriers and, if so, what has been the result?
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Mr. McGREGOR: We make a survey of our own service standards twice each
year and compare the results with the results of our survey for the correspond-

ing period during the preceding year. We are carrying very much more than

half of the traffic on these routes and I do not think we need worry about our
standards of service.

Mr. GREGOIRE: I should like to know whether you make any comparison
between the service provided by T.C.A. and the service provided by other air
lines.

Mr. McGREGOR: Yes. We have individuals travelling on these routes as
often as practicable.

Mr. GREGOIRE: What has been the result of your inquiries?

Mr. McGREGOR: We are quite satisfied with the standards of our own service
as compared to service provided by other companies. We receive many compli-
ments, some of them drawing odious comparisons against other air lines.

Mr. PriTTIE: Mr. Chairman, I have only travelled on T.C.A. and United
Eastern, but the service provided by T.C.A. is far superior.

Mr. McGreGOR: Thank you very much.

The CHAIRMAN: I think we should now proceed to our conSIderatlon of the
item on equipment and facilities. I should like to have a motion to the effect
that we have now covered all the sections up to that section covering equip-
ment and facilities.

Mr. NuGeNnT: Mr. Chairman, I should like to ask one or two questions. I am
curious how you can oversell a flight.

Mr. McGREGOR: I can explain that to you. Let us say that Mr. Harvey goes
into an office and says he would like a seat on flight 123 for the following
Tuesday. The girl pulls out a card and she then correctly fills it in, or she
thinks she does, and puts it into the ReserVec transactor which then clunks
back indicating that Mr. Harvey has a reservation. Mr. Harvey leaves the
office quite happy but actually he has a reservation on flight 123 for the fol-
lowing Monday rather than the Tuesday. The seat that he will attempt to occupy
on that flight is open, so far as the ReserVec machine is concerned. I may come
along and ask for a seat on flight 123 on Tuesday, the girl asks the ReserVec
system for a reservation and the ReserVec transactor indicates that I tl'}en
have a reservation on that flight. On the Tuesday the two of us will be heading
for that same seat.

Mr. NuGeNT: Thank you, Mr. McGregor.
Mr. McGREGOR: There are other ways that this can happen as well.

Mr. PRITTIE: Mr. Chairman, I move the first two items be considered com-
plete and that we proceed to equipment and facilities.

Mr. Lroyp: I second the motion.
Motion agreed to.

The CHAIRMAN: We will then proceed with equipment and facilities.

Mr. Lroyp: Mr. Chairman, I wonder if it would save a lot of questions if
Mr. McGregor could brief us on the modifications that were made tp the
D.C. 8F aircraft as it compares to the D.C. 8 and what, fux}damentally, is the
the difference in design of the equipment, as well as the service you expected to
be provided by the D.C. 9 which you do not get now from the D.C. 8.

Mr. McGREGOR: Mr. Chairman, I would lik to say I very much appreciate
this approach. I think sometimes a whole series of questions are asked and
some of them take a fair amount of digging for the data, when the member
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actually wants to be informed or develop, shall I say, a case for a .ce.rtain
- position. This type of question is very helpful for that reason, because it is an
invitation to say in your own words what the story is.

Now, I think I should begin by saying any time I say the wrong thing I
would ask Mr. Seagrim to interrupt and correct me.

The D.C. 8F is not a modification of a D.C. 8 in the normal sense of the
word; although this is the same basic airplane, built in the same jigs, it has a
. different undercarriage structure in respect of strength in certain places, which
allows a greater permissible gross weight. Other basic differences are: there
is a heavy cargo floor in the aircraft which will support a heavier weight per
square foot as compared to the normal passenger deck; there is a wide double
door on the port side of the aircraft forward of the leading edge of the wing;
there are Pratt and Whitney fan engines used in place of the bypass engines;
there is a moveable bulk head in one version of the D.C. 8F, which permits
universal adjustment between the space available for cargo and the space avail-
able for passengers. That is about the size of it, unless you have anything to
add, Mr. Seagrim.

Mr. SEaGrIM: No.

Mr. Pritrie: Mr. Lloyd did bring up a point; he mentioned the D.C. 9, and
it is not meant as a replacement to the D.C. 8, is it?

Mr. McGREGOR: I am sorry but I thought he was speaking about the
D.C. 8F and the standard D.C. 8.

The D.C. 9 is a different kettle of fish; it is a very much smaller airplane
in every respect, actual size, passenger seating, gross weight and so on, and
the engine position is entirely different. The engines of both the D.C. 8 and
D.C. 8F are mounted on the wing and on the D.C. 9 they are mounted at the
rear end of the fuselage, and there are only two.

Mr. BALCER: Are you going to have Pratt and Whitney fan engines?

Mr. McGREGOR: .,On the D.C. 9 but a smaller engine than in the D.C. 8F
with a slightly lower thrust.

Mr. RmpeouT: Will they be interchangeable?
Mr. McGREGOR: No.

Mr. AppisoN: A question was brought up in the house; the minister was

asked why T.C.A. does not have flight recorders on all their aircraft. Could you
answer that question?

Mr. McGREGOR: Yes, I will. Flight recorders were developed originally
three or four years ago and, like most developments of this kind, the first
shot out of the bag was not entirely satisfactory. It was limited to about six
or seven different elements of recording and I would not be sure I could name
them all completely correctly, but there is latitude, heading of the aircraft,
speed of the aircraft, G’s—which is force of gravity in terms of G 1, which is
32 feet per second per second and, I think, attitude. However, there are many
more things which it is desirable to know as to what is going on in an aircraft
during a flight, and as is often the case with an early model it was not entirely
satisfactory. There was a flight recorder which had something like 120 chan-
nels, and there is a compromise one with 75. We investigated these various
recorders and came to the conclusion that the six channel one was far too
restrictive in its scope for what we wanted. We put one into one of our air-
craft to confirm this opinion and found this to be so. Now, we are quite certain
'fhat we will settle on one of the multi channel recorders and will install it
in due course. But, this was a matter of not spending money on the kinder-
garten model when we were quite sure first year university was coming along.
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Mr. AppisoN: When were the more sophisticated recorders available?

Mr. McGREGOR: The first case I know of one being used was in the case
of a B.A.C. 111 accident a few weeks ago in England.

Mr. SEaGriM: If I may interrupt, we have had one of these sophisticated
flight recorders installed on one of our airplanes since last April; the decision
has been made between that time and now to install them on all our airplanes,
and in our 1964 capital budget we have a program established for this purpose.
At that time we will be the first airline to have installed this particular
advanced type of equipment.

Mr. McGREGOR: I would like to point out that I think this question in the
house arose because of the accident last Friday. Even so, these things are not
completely informative. If a flight recorder survived that flight—which I would
doubt because of the way the aircraft broke up I do not think the semi-
armour-plated recorder would have survived. In that case, and if it was not
destroyed, it could very well have shown a normal takeoff, a normal develop-
ment of power, a normal climb which, as I said this morning, went through
3,000 feet, and a sudden and violent descent and there would be no explana-
tion as to why appearing on the recorder. So, it is quite conceivable in an
accident of that particular type—which, thank heaven, is infrequent—that you
would have little or nothing from the recorder.

Mr. RHEAUME: Could Mr. McGregor comment on whether or not noise
abatement procedures which are required to be followed by crews are posing
additional complications or additional hazards in respect of speeds of an aircraft
making a takeoff and achieving the necessary flight altitude.

Mr. McGREGOR: Are you a pilot?
Mr. RHEAUME: No, not exactly.

Mr. McGRreGoR: I see. I suppose you feel as I do in respect of noise abate-
ment procedure. It is a shocking sensation to anyone who knows that it is
bad when an aircraft is reduced in speed through the climb. On the other
hand, I am quite sure the answer to your question is no, it has not increased
the hazard because while there is a reduction in power during the climb out
process of the takeoff this is never allowed to approach close to the normal
stalling speed. But, I will admit that it is a very disquieting sensation.

Mr. REHEAUME: According to a report it seems that the 707 which went
into the bay at Idlewild was trying to obey certain silence regulations, and
that if it had not been for that fact, other procedures would have been followed
and it might not have gone into the bay.

Mr. McGReGOR: I do not think I saw that report.

Mr. MitcHELL: What do you do when you retire an aircraft such as a
Super Connie? Where do they go?

Mr. McGREGOR: We sold the last of them—first of all let me say in the
matter of equipment planning we knew some years before they were retired
that we were going to retire them. We also knew that we would require addi-
tional long-range airplanes, so when the last two Super Connies were bought
we insisted on a buy-back agreement with the manufacturers. That would
normally have disposed of two of them. As for the rest, we put them on the
market and sold them as they were phased out of operations. They were sold
at varying prices, and none of them completely discharged the book value of
the aircraft, but we sold the last one about two weeks ago.

Mr. MrrcHELL: They would not have been completely depreciated?

Mr. McGREGOR: That is right, because they were overtaken by the sub-
sonic jet.
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Mr. Haen: I have a question on the bypass engine. You also have the fan
engine. From an operating point of view what is the difference? Is one more
efficient than the other?

Mr. McGREGOR: It is a matter of degree. The principle of the bypass and
the fan is virtually identical. Rolls Royce was about the first with a bypass
engine and maybe the last. It had a small passage for air passing through the
engine. The American manufacturer said that the principle was for the birds,
but later they decided it was a good thing, and that they were going to go into
it. So they called it a fan. But there is no difference in principle. Both have
a sheath of additional air passing around the engine proper, with the remainder
of the air going through the engine in a normal way. The higher the bypass
ratio, the better the economy in terms of the fuel consumed.

Mr. HAHN: In your report you said that the Rolls Royce Dart engine has
developed a 4,200 hour service life. How does that compare with the service
life you have with the DC-8’s?

Mr. McGREGOR: That is right. It has now gone up to 4,800 hours since I
wrote that report. Neither the Tyne nor the Conway are as high as that,
although both of them are satisfactory in their fields.

Mr. SEAGRIM: The Conway has 4,600 hours, with one intermediate shop
check, and the Tyne has 2,200 hours at the moment.

Mr. HAHN: When the Vanguard first came in I understand there were some
problems with it. How does the Vanguard stack up against the Electra? TCA
took the Vanguard as opposed to the Electra?

Mr. McGREGOR: You are perfectly right. The early model operations of the
Vanguard were extremely painful. This had to do with the engine, the propel-
lers, the syncrophasing and the airframe. In a way they were extremely
troublesome even for a new airplane when you expect certain mechanical
troubles to show up. We took the Vanguard because we knew they would have
a longer life than the Electra. We were certain it would be a more satisfactory
airplane. In our testing the engineering department found three or four very
serious faults in it, I mean with respect to the Electra. But we did not have
those problems with the Vanguard. This was a matter of engineering analysis
of one structure against another.

Mr. HaHN: What about the ground support equipment across the country
such as your air line systems use, in the way of radio and navigation facilities
and so on? From the air line point of view are you happy with the facilities
you have with which to operate across the country?

Mr. McGREGOR: Again, speaking subject to correction from Mr. Seagrim,
I would say that no air line is ever completely satisfied with the facilities and
aids. But we think we are extremely-well off in Canada.

Mr. HAHN: My last question is this: how do you fly and navigate trans-
oceanic?

Mr. McGREGOR: By Loran chiefly.

Mr. BALcER: A lot of members have questions concerning the DC-9. We
do not know when to start with them. Before doing so I wondered if it would
not be proper procedure for Mr. McGregor to give us his views on the whole
question. This may be the way to ask the questions. I think it would be more
sensible than if we should come one after another and ask a series of detailed
questions without first having the whole story from Mr. McGregor. That might
end the questions, if it is agreeable.

The CHAIRMAN: That is a very good suggestion except that I think maybe
some other questions are coming up. I think the committee would agree that
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if we came to the DC-9 before asking for a statement from Mr. McGregor, the
situation would not be so good. Are there any other questions outside of the
DC-9? :

Mr. PrITTIE: My question has to do with the type of aircraft, the Viscount.
Mr. Nugent mentioned it this morning. Does it make a difference if you cut five
minutes off your Montreal to Ottawa time? It seems to me that it would not
make much difference. Is there any aircraft now with small capacity available
for short runs?

Mr. McGREGOR: There are some twin turbo-props but I do not think that

T.C.A. should be buying them. I think we have the wrong conception about

what five minutes means between Montreal and Ottawa. The faster and more
modern airplanes operating between Montreal and New York and Toronto and
New York, even to Nassau or any of the inner Caribbean points, or it ‘may be
to Florida, in those cases the jet will pull the traffic over any turbo prop, even
if the difference in travel time is comparatively small.

Mr. PrITTIE: You could probably answer this too. Would you then consider
replacing the Viscounts and Vanguards with the DC-9?

Mr. McGREGOR: As I mentioned this morning, the present operating plan
calls for the ownership of 34 Viscounts through 1973.

Mr. Rock: Are we on the DC-9’s yet?
The CHAIRMAN: No, not yet.

Mr. Rock: I would like to know if T.C.A. pays the same rate to the
Department of Transport for use of airport facilities and services as do the other
air lines?

Mr. McGREGOR: Yes.

Mr. PrITTIE: You do not get a break because you are a government body
owned by Canada.

Mr. McGREGOR: If there were not ladies present I would tell you what I
think we do get. But it is not in the matter of the landing fees, because they are
standard and related to the gross weight of the airplane. Where we pay through
the nose is for space in the terminals.

Mr. Rock: What about the land around the airport or in its vicinity? Do
you at times purchase your own land and build hangars, or do you always
build hangars on land purchased by D.O.T.?

Mr. McGReGOR: No, the normal arrangement is to have a long-term lease
of the land from D.O.T., or from the other authorities that are owners of the
property.

Mr. Rock: I should like to ask one more question. Do you know the cost
of the recorder to which we have referred?

Mr. McGRreGor: I think the cost is somewhere in the order of $75,000.
Again I will defer to Mr. Seagrim in this regard.

Mr. SEAGRIM: The cost is approximately $16,000 plus the cost of installation.

Mr. McGREGOR: I though it was much more than that. I am delighted to
hear that.

Mr. SEacGrRIM: This particular recorder will take up to 175 channels, and
each additional channel costs $100.

Mr. DEacHMAN: Referring to the DC-9 and T.C.A’s program of purchasing
new aircraft, does T.C.A. use some general criterion in this regard. Surely you
must have some policy that you follow in the purchasing of aircraft? Before we
approach this specific problem perhaps it would be useful to us to know your
method of approach.
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Mr. McGRrecor: I would do exactly that in complying with Mr. Balcer’s
suggestion. ‘

Mr. RHEAUME: I notice that T.C.A. at the present time has 22 Vanguards.
Is the Vanguard in general use by other lines of the world to your knowl-
edge, Mr. McGregor?

Mr. McGREGOR: One other at the moment which has Vanguards in service
and that is the British-European air lines.

Mr. RHEAUME: This is an exclusive aircraft.

Mr. McGREGOR: It is very exclusive, much to the horror of the manufac-
turer.

Mr. BALCER: At the time you purchased the Vanguard, was there any
medium jets available which you could have purchased?

Mr. McGREGOR: We ordered the Vanguard in 1956. There was a Comet
Mark I available. I am not sure whether the early version of the Caravelle was
available at that time or not. Other than the Comet I cannot think of a jet that
was available. ¢

Mr. AppisoN: Was the Rolls Royce company producing an engine which
corresponds to the Pratt and Whitney engine for sale at approximately the
same price?

Mr. McGREGOR: The only other comparable engine is the Spey engine which
is just coming on the market.

Mr. Appison: If you have to replace the two aircraft recently lost in crashes
and you anticipate the purchase of more DC-8F aircraft, would you give con-
sideration to the possibility of purchasing a British engine for these aircraft?

Mr. McGREGOR: I do not think so in these particular cases. Perhaps at some
stage during our future acquisition of DC-8’s this will be the case. We have two
basic aircraft types, the DC-8 with a Rolls Royce engine and the DC-8F with the
Pratt and Whitney engine. If we have to buy an aircraft to replace the one that
was lost last Friday, it may be of the type that was lost, that is the DC-8F,
but our next acquisition could be a standard DC-8 and each successive decision
would be related to our need.

Mr. Appison: Is the Rolls Royce engine designed for the DC-8F?

Mr. McGRrEGOR: I am afraid we are at cross purposes. I thought you were
speaking of an engine for the small jet type aircraft.

Mr. Appison: No, I was referring to a comparable engine to that now used
in the DC-8F.

Mr. McGREGOR: Yes, there is one, the expanded Conway which is being put
in the VC-10 which is a four rear engine type aircraft. Perhaps I should ask

Mr. Seagrim to express his opinion as to how that engine would fit a DC-8
airframe.

Mr. SeacriM: It would fit the DC-8 airframe but it would not be advisable
to install it. It would be the third engine within the rather small DC-8 aircraft
fleet. The other difficulty is that that engine is not yet and probably never will
be serviced on a DC-8. The installation of it calls for a whole engineering cer-
tification by the F.A.A., which is the certifying authority in the country where
the airplane was built, and this would involve a very, very expensive under-
taking. If this were done the engine would have no advantage over the
DJT-3-D-3 Pratt and Whitney engine which is installed. Our experience is
that this engine has been extremely successful.

Mr. NuGeNT: I think Mr. Hahn mentioned the Vanguard, but there is the
Electra and the Britannia. Is that not a comparable sized aircraft?
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Mr. McGREGOR: The Britannia is a basic long range aircraft; whereas the
two others you have mentioned are basically medium range aircraft.

Mr. NuGeNT: Does it have approximately the same passenger capacity?

Mr. McGRreGOR: I think it is somewhat larger.

Mr. NUGENT: I am not quite sure I understand the distinction between a
long range aircraft and a short range aircraft. Would a long range aircraft be
more expensive to operate on the shorter flights?

Mr. McGReGOR: They tend to be more expensive. If you are using a long
range aircraft it can fly any length of route up to its maximum range. Such an
aircraft becomes uneconomical as soon as you commence using it for distances
less than its minimum designed range.

Mr. NUGENT: Can you give me some idea of the minimum economic distance
perhaps of the Britannia type aircraft?

Mr. McGRreGor: I think if you operated a Britannia as a regular thing
much below a thousand miles you would begin to suffer.

Mr. NUuGeNT: I have asked these questions for several reasons. I have ridden
in the Vanguard on several occasions, in fact just the other day and I found
the same old complaint in respect of vibration. It does not seem to be nearly
as comfortable as the Viscount. The Vanguard has such vibration it would set
you deaf on edge and it seems to be a fault generally of most Vanguards to
this day, does it not.

Mr. McGREGOR: I do not think this applies to most of them, but it varies
between aircraft. It also varies between one flight of an aircraft and the next,
and this is so because it depends entirely on the operation of what is called
Synchrophasing which is a device that is supposed to keep the prop blades
in a relative angular position so the blade of one propeller which is going in
the opposite direction to the adjacent side tends to pass the gap between the
other two. If this synchrophasing does not function, as you have suggested,
you get a vibration because you are spinning these huge propellers.

Mr. NuGeNT: That is a fault that seems to be peculiar to the Vanguard.

Mr. McGREGOR: I think the Vanguard is the only aircraft in the world that
is absorbing some 5,000 horsepower into each propeller.

Mr. NUGENT: I have heard the thought expressed that if T.C.A. purchased
long range aircraft T.C.A. would be in the market for overseas chartered
service.

Mr. McGREGOR: Yes, and it would also have put T.C.A. into bankruptcy, if
such a thing were possible.

Mr. NugenT: C.P.A. is now using these Britannias, is it not.

Mr. McGRrecor: I think C.P.A. has just withdrawn their Britannias. Per-
haps we could have some indication in this regard from them.

Mr. NUGENT: They do still use them at certain times, is that right.

Mr. McGREGOR: Mr. Hamilton, do you wish to make any comment in this
regard?

Mr. Joun B. HamiLtoN (Director, Canadian Pacific Airlines): No com-
ment. We are not being reviewed here.

Mr. McGREGOR: Anytime you want to take over it is all right with us. We
are very happy that we did not buy the Britannia, if that is your basic question.

Mr. NUGENT: I have seen the Britannia fly. I have never ridden in one, but
I understand they are very comfortable in comparison to the Vanguard. I have
always been consumed with curiosity in regard to the Britannia’s service. The
Vanguards are being phased out, are they?
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Mr. McGREGOR: I have said that by 1973 we will only have 12. The first
reduction in the Vanguard fleet will take place in 1969, or thereabouts.

Mr. NUGENT: I suppose it is a little early to think of the resale market.

Mr. McGREGOR: On the contrary we think of it all the time.

Mr. NUGeNT: Is the fact that T.C.A. is about the only user and that the
manufacturer itself has not been able to find any user or purchaser, going to
affect the resale situation at all?

Mr. McGREGOR: I do not know. All I can say is that I did have what
appeared to be a very serious inquiry last week from a South American air
line asking how many Vanguards we can make available, when and at what
price.

Mr. NucenT: This was a serious inquiry?

Mr. McGREGOR: It was a serious inquiry.

Mr. NUGENT: There is sometimes a gap between the receipt of a serious
inquiry and a serious sale?

Mr. McGRrEGOR: That is often the case.

Mr. PucH: In regard to this matter of passenger comfort, I know that
you cannot get rid of the vibration in a Vanguard but can you get rid of
the chatter inside the cabin?

Mr. McGREGOR: In regard to the passengers, is that what you mean?

Mr. PucH: No, if you could control the passengers you could probably
control this committee. What I was getting at is the vibration which tends
to loosen bits and pieces of equipment inside the cabin. It seems to me if you
are going to keep these planes for any length of time something should be
done in this regard.

The CHAIRMAN: Mr. Pugh, will you speak a little louder, please?

Mr. PucH: I have flown in quite a number of these aircraft and I notice
there is a chattering sound in the forward cabin.

Mr. McGREGOR: Let us understand something; people are liable to be car-
ried away for an endless length of time in respect of one experience they may
have had.

The Vanguard vibration level has improved considerably during our owner-
ship period of the aircraft, and will continue to do so.

We actually have bought and paid for 23 Vanguards; there are 22 shown on
the record in service. We left the 23rd aircraft with the manufacturer, with an
agreement with him that at his expense he would experiment steadily with
that aircraft, developing and testing modifications basically designed for the
purpose of reducing the vibration level of the aircraft. We have not seen this
aircraft since construction was finished, and it is still at Weybridge. We have
been given to understand that a very considerable amount of improvement has
been achieved with fairly minor modifications. We propose to take delivery of
this aircraft within the next six months. If the improvement is as great as we
have been led to believe it is then we will apply these modifications to the rest
of the Vanguard fleet.

Mr. PucH: Will the company do that for you?

Mr. McGREGOR: They will provide the parts under warranty, in all
probability.

Mr. PucH: How long have they had that aircraft now?

Mr. McGREGOR: The construction of it was finished late last year.
Mr. BALCER: What is the cost of a Vanguard?

Mr. McGREGOR: About $3% million.
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Mr. HaHN: Why is it that T.C.A. and B.E.A. are the only two airlines
operating Vanguards?

Mr. McGRreGoRr: I think it is true to say that the Electra, being earlier in
time, took up a lot of the market that would normally have gone to the
Vanguard.

Mr. Rock: Does T.C.A. do all the maintenance and overhauling of their
aircraft?

Mr. McGREGOR: Yes. :

Mr. Rock: In your opinion, is it cheaper by you doing this and better from
a service point of view than having the company from whom you purchased
the aircraft do this work from an overhaul base in different areas.

Mr. McGREGOR: Yes, much cheaper.

Mr. Rock: And, as far as your company is concerned, it is better from a
point of view of service?

Mr. McGREGOR: Yes, because anyone that is doing that sort of work on a
contract basis wants to know when he is going to get the airplane, when he has
to get it out, and so on, whereas this work can be phased into our own overhaul
base without too much friction within the company schedule. When we do it
we can choose the time when we can free the aircraft comfortably from our
operations. The only thing that is perhaps slightly bad in respect of doing your
own maintenance and overhaul is that you appear to have a lot of employees
as compared with a company which is putting it out to lease. It is costing them
more money but they do not have so many people working for them, and in this
way it looks better.

Mr. GRANGER: I would like to ask a question in regard to all-weather flying.
I understand considerable experimentation has been done with a view to making
landings completely automatic with restrictive visibility by using what I will
describe as a combination of a radar and a depth sonar locked in with the
automatic control.

Mr. McGREGOR: You are quite right; a great deal of work has been done
on this. It is integrated with the automatic pilot. There have been claims made
that an aircraft can be landed in virtually zero visibility. We have been inclined
to treat these claims with some scepticism. But, it is true that what we call the
permissible limits of visibility and ceiling have been reduced materially with
certain installations. As you know, airlines are run on the basis of “fail safe”; if
anything ceases to function there is some automatic backup device that prevents
catastrophic results.

Various approaches have been made to us in respect of an automatic landing
system and, so far, I think the most effective is the triplication of everything.
I am quite sure that this will come about and will be improved regularly. But I
think this system has to be so excellent that an airline will have absolute
confidence in it. It is hard to believe that this will be achieved within a short
length of time. Certainly, in the last analysis the pilot has to have complete
ability to take over if he does not like the way anything is going in the final
stages of the landing process, and his judgment is much better than any machine
we have bumped into so far.

Mr. MitcHELL: Not too long ago I was advised by D.O.T. that they were
putting the VOR in the Sudbury airport. I know what VO is but at the time
I did not know what VOR was. I had to contact three or four people in D.O.T.
before I got the right person who could explain it to me; it was called visual
omni range. It is a fine thing.

The CHAIRMAN: Have you a question, Mr. Deachman?
Mr. DEacHMAN: I would just like to make a remark, Mr. Chairman.
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I heard Mr. McNamara speak in Montreal about 1950 on this subject of
automatic landing devices and the answer he gave them at that time was very
much similar to the answer he has given now.

Mr. McGREGOR: Yes. We had an installation some 13 years ago. An airplane
so equipped apparently had arranged to wipe out its undercarriage but, of
course, it was not allowed to do so. But, progress is slow in these complicated
areas.

The CHAIRMAN: Could we at this time have Mr. McGregor make the state-
ment to which reference has been made.

Mr. ForBes: First of all, may I ask this question: have you still these two
D.C. 3’s in service and, if so, on what routes are they?

Mr. McGREGOR: No, we do not have them.

Mr. ForBes: What have you replaced them with?

Mr. McGreGor: Nothing; we do not have the route any more.

The CHAIRMAN: Will you proceed with your statement now, Mr. McGregor?

Mr. McGREGOR: First of all, I realize there has been a great deal of con-
troversy about this small jet selection by T.C.A. There has been a fair amount
of exaggeration, one being that T.C.A.’s order is going to be for $200 million
for 50 airplanes; the order is for six airplanes, running to $24 million. This is
the sort of thing that has gone on and it has bedeviled many people.

We have a hope that at some time in the future we might be able to have
an aircraft type which, with one large subsonic jet, would result in a two type
fleet. Even people within the company laughed at this idea, but it is conceivable,
and the economies to be derived from such a fleet organization are immense.

Anway, we approached the problem of selecting a small jet aircraft—and
I use this term in a relevant sense—with the idea of making a technically good
economical selection which would integrate most satisfactorily with T.C.A.s
specific fleet of two turbo prop types and one subsonic long range jet.

Basically, we wanted one which had a long enough range to meet at some
point, probably in the 1,200 mile area, the shortest economical range of the
D.C 8’5

This in theory made it possible for us to consider only two types in the
fleet in the distant future. We also wanted one small enough in seating that it
would not seriously depress the flight frequencies on the routes on which it
would be operated. If it was too big we could only have a few flights a day. We
wanted one which had the highest degree of mechanical integrity that we could
possibly arrive at for obvious safety reasons. We wanted one as economical as
it was possible to achieve in a subsonic jet aircraft. With these basic objectives
in mind we decided to make a technical-cum-economic analysis of five different
aircraft types. All but two were twin rear engine mountings. Two were tri
motor, the Boeing 727, and the English de Haviland Trident. However three
were twin motors, the BAC 111, the Caravelle, and the Douglas DC-9. These
aircraft different in chronological life quite considerably.

A version of the Caravelle had been in service for nine years. The BAC
111 was scheduled for flight early last autumn, and the DC-9 was scheduled for
flight in April 1965.

From there on it was obvious that the two bigger tri motors would fall by
the wayside because of various inherent things that they had in relation to our
fleet, but not to themselves. Anything that I say that appears to the detriment
of any aircraft does not necessarily apply to aircraft (a), (b) or (c). But it
does apply when stacked up against the T.C.A. fleet.
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We also played into the same study the DC-8, not because it had any
chance whatever of showing up satisfactorily over the type we looked for, but
because we wanted to have a benchmark of known operating costs and condi-
tions to which to relate these other aircraft. We flew each one of these aircraft
on paper. That is not as simple as it sounds.

You know the range, the fuel consumption and the load you expect to
have in it, and on paper you know the amount of fuel in it, and you take it off
and you fiy it over the route required against head winds which are forecast,
quite satisfactorily, with the alternative fuel reserves you may need to have,
and you arrive at the cost, unless there are very basic changes in the price of
fuel, but this would affect all five aircraft virtually the same.

This was done for the full five aircraft and at the end we gave each air-
craft a rank of first, second, third, fourth or fifth with respect to each of the
six different categories which we had in mind, such as pilot acceptability,
flight frequency, passenger acceptability, and so on, and economy.

The two aircraft that were similar in basic design and over-all size were
the BAC 111 and the DC-9. I must say that in applying those two aircraft to
T.C.A.’s requirements, the DC-9 came out substantially the leader, and it was
on that basis that a recommendation was made to my board of directors based
on the technical information we had acquired and on the economic study.

The board of directors naturally wanted to consider other things than pure
economy and operational integrity of the aircraft. I gave them a list of some
features which I thought merited consideration other than pure economy.
These involved the Canadian labour content, deliveries, desirability of purchase
to T.C.A. in removing rather than encouraging imbalance in trade, on the one
hand in favour of the United Kingdom and on the other hand in favour of the
United States—other than technical and economic considerations. These were
drawn to the attention of my board and they listened to the presentation and
came up with a unanimous decision in favour of the DC-9.

That is a rough thumbnail sketch of proceedings which covered two solid
years of hard work by a numerous team of competent people.

The CHAIRMAN: Is that all?

Mr. McGREGOR: That is all for the moment.

Mr. GREGOIRE: Are you going to publish the report? For example, when
you speak of mechanical integrity, we are aware that one of the three planes,
the Caravelle, has had experience, while the' DC-9 has had none. So they must
have taken a kind of judgment of these planes.

Mr. McGREGOR: Yes.

Mr. GREGOIRE: Could we have the report? Would you make public the
report which you received?

Mr. McGREGOR: I sincerely hope not because it is impossible to have a
report of this kind without implying shortcomings of the losing aircraft. I think
it would be rather unfair. No matter how fine we said that aircraft is, this is
the one we like best. We do not want to say the other aircraft is no good. But
you are correct in saying the Caravelle has had experience. Listen to this: in
1960, on January 19, the Caravelle had an accident in Ankara; on February 29,
1960, the Caravelle had an accident in Air Algeria at Orly; on August 26, 1961,
the Caravelle had an accident in Swissair at Geneva, and on September 12,
1961 the Caravelle had an accident in Air France, at Rabat. I could continue
on down to give you a total of 10 such experiences.

Mr. GREGOIRE: Was it due to mechanical failure or what?

Mr. McGREGOR: I do not know what the causes of these accidents were.
As a general rule more accidents are attributed to pilot error than to mechani-
cal failure.
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Mr. BALCER: When we look at the history of planes over the last 20 years
we see that some planes for some reason or another have been very good,
while others which should have been good turned out to be bad. Take the DC-3
and the DC-2, which were about the best planes that were ever built. I think
you still will find 25,000 of them flying, and they have been flying for 30 years.
That was a good plane. And the Viscount you bought is a good plane because
they are still in operation and you say that they are going to be in operation
until 1973. In other words, you have the DC-4, DC-5, DC-6 and DC-7B, which
were duds. I know, for instance, that K.L.M. lost its shirt in respect of the
DC-7B but, the DC-8 is a very good plane, as evidenced by the fact that most
air lines are purchasing them. The Caravelle I think falls within the same
category because approximately 15 or 20 air lines have been using this aircraft
all over the world. It is my information that the other two are built under
license from the design of the Caravelle.

Mr. McGREGOR: No.

Mr. BALCER: That is my information.

Mr. McGREGOR: Many bad things have been said in this regard, but that
is not true.

Mr. BALCER: The fact is that some planes have been very good while others
have been duds.

Mr. McGREGOR: That is quite true.

Mr. BALCER: You have said that you had your computers given all the
information available and got the answer that the DC-9 was the best, but the
DC-9 is still only a paper plane; is that right? The BAC-111 was a very good
plane on paper, but I understand that the people were making some experi-
ments with that plane and developed a renewal of their plans as far as the
BAC-111 is concerned. Would it be wiser for T.C.A. to wait until the DC-9 has
been tested in flight and proved by performance? T.C.A. will be the first air
lines to receive delivery of the DC-9; is that right?

Mr. McGREGOR: No.
Mr. BALCER: I am not an expert, I am only giving you my impression.

Mr. McGREGOR: Your argument is perfectly logical Mr. Balcer, but I cer-
tainly would be the last one to say that an aircraft being produced by an
experienced manufacturer has not on occasion turned out to be sour apples,
but this is less true of the Douglas company than any other company of which
we are aware.

Mr. BALcER: Did you say this was less true?’

Mr. McGREGOR: Yes. There has been a long succession of satisfactory air-
craft come out of that stable.

With respect to waiting, it is always desirable to know as much about the
product which you want to buy as you possibly can; but there is almost the
built-in assurance that you are going to have an aircraft that has already em-
barked on the process of becoming obsolete if you wait. T.C.A. must enlarge its
medium range capacity in 1966, if our forecasts are right. This is one of the
soundest arguments against delaying in ordering aircraft. If we wait until
April 1965, when the DC-9 is to make its first flight, we certainly would not have
any new airplanes to operate during 1966. If we bought an interim aircraft
to fill in that gap this would be extremely expensive.

Mr. RHEAUME: Mr. McGregor, you have told us that the DC-9 proved out
against T.C.A.’s flight regulations and is to be the No. 1 plane in choice. You

suggested that the B.A.C.-111 was No. 2. Would you like to give us the rest of
the list?
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Mr. McGREGOR: No, I do not think that would be fair. I can amplify your
statement that the BAC-111 is No. 2. I should like to put a question mark beside
that implication.

Mr. AppisoN: I should like to ask a question in regard to the DC-8. I under-
stand when the DC-8 was first delivered it did not meet the speed specifications
as originally put forward; is that correct?

Mr. McGreGoR: I think perhaps the best way to say this is that they had a
higher drag factor—the drag being the general hold back of the aircraft—than
the specifications had indicated. That has been corrected, but it can be translated
into the speed or range depending on how you look at the situation. You can
push the aircraft at more power to get the specified speed but this automatically
cuts down its range because the fuel consumption is higher. I think a proper
criticism is that its drag ratio was higher than planned, originally.

Mr. AppisoN: This being the case, and as a result of the experience with
the Vanguard which was unsatisfactory, or perhaps thought to be by certain
members of this committee, do you have built-in safeguards in the actual con-
tract with the Douglas company whereby T.C.A. is protected through a penalty
clause if this aircraft does not perform according to the specifications presented
to T.C.A.

Mr. McGreGor: This is always true and is true in the case of both the Van-
guard and the DC-8. The first thing that has to be done in negotiating the pur-
chase of aircraft is the provision of specifications to which the manufacturer
agrees, and which the air line feels meets its requirement. These specifications
form a huge book covering ramifications to an unbelievable extent. Having
agreed upon the specification, then the warranties are thought out. What are the
penalties for failures to live up to specifications in this area, and by how much?
These are extremely complicated affairs, but the air line is protected up to that
point. But the air lines cannot get protection against not having aircraft to
carry the traffic it has to carry at the time delivery should take place.

I want to make sure my point is understood. Let us say that an aircraft
is bought and it is bought against a requirement that it actually has to be put
into service at a certain time. At that time perhaps there is a miserable failure
against specifications. The air line can say to the manufacturer, “you owe us $8
million”; that is fine, but that does not give the air line an aircraft to use,
although the $8 million is acceptable.

Mr. MonTEITH: What would the air lines do in this event?

Mr. McGREGOR: The air line is then in difficulty unless it can provide capac-
ity in some other way such as perhaps misusing long range aircraft on short
runs.

Mr. Appison: Will there be provisions whereby a penalty is applied to the
manufacturer if it does not meet the specifications other than voiding the
contract?

Mr. McGREGOR: Yes, and there has always been warranty clauses in all of
our contracts.

Mr. BALcER: Is this the first time that T.C.A. has purchased an aircraft
that has not yet had its trials?

Mr. McGREGOR: We have always done so with one exception. We bought
the DC-8 two years and eight months before it flew; the Vanguard two years
and nine months before it flew and, although a type of Viscount had flown, not
the type we bought. The only real exception I know of is the Super Constella-
tion and that was probably the worst buy we ever made.

N L A



RAILWAYS, AIR LINES AND SHIPPING 95

Mr. DEACHMAN: Mr. McGregor, I think one question has been left
unanswered. Is this truly a paper aircraft you are buying or have you seen
mock-ups on the ground?

Mr. McGREGOR: Our technical people have seen mock-ups. It is not true to
call this a paper aircraft. A great amount of the hardware has been cut, assem-
bled and fabricated, because it is going to fly 17 months from now.

Mr. DEACHMAN: Your technical people have seen mock-ups and a certain
amount of hardware and have had an opportunity to make a complete
examination?

Mr. McGREGOR: That is right.

Mr. GREGOIRE: Mr. Chairman, I should like to ask Mr. McGregor to answer
the first question I asked.

Mr. McGRreGoR: I should like to state in respect to mock-ups that our tech-
nical people examined these mock-ups thoroughly and eliminated possibility
of a mock-up being falsely made to look delicious. Our technical people
examined with great care the detailed engineering plans in respect of the various
components and systems that are going into the aircraft such as the hydraulic
system, the electric system and generating system.

Mr. DEAcHMAN: The practice which you follow is, I take it, also the practice
followed by other air lines purchasing new aircraft?

Mr. McGREGOR: That is the practice followed by other air lines except the
small companies.

Mr. DEACHMAN: So you buy an aircraft today in much the same way as
ship companies buy a ship, namely from the plans?

Mr. McGREGOR: That is absolutely right. One determines the power going
into the aircraft, the fuel consumption and the economics before purchase.

Mr. GREGOIRE: Mr. Chairman, I should like to repeat my first question in
respect of the publicity report.

Mr. McGREGOR: Mr. Gregoire, I would prefer not to, for the reason I men-
tioned. I thought I did answer your question. There is an implied criticism of
the other contenders and I think this is unfair.

"Mr. GREGOIRE: You have complained about the Super Constellation.

Mr. McGREGOR: It is no longer on the market.

Mr. GREGOIRE: Do you not think that anyone could make the same survey
as you have done with T.C.A.?

Mr. McGREGOR: Yes.

Mr. GREGOIRE: And, they could come up with exactly the same answers.
Mr. McGREGOR: No, I do not think they would have the same answers.

Mr. GREGOIRE: Maybe it would be because the interpretation of the report

in respect of the statistics given by the five different companies would not be
the same.

Mr. McGREGOR: No. The route patterns would be different. There are so
many routes of 500 miles; so many routes of 800 miles, and one of 1,200 miles.
This sort of thing will differ between one airline and another.

One airline can do an analysis and say “this one aircraft meets my require-
ment much better than that one,” and the choice may be reversed. Because we
do not like, for our purposes, the 111 or the Caravelle as well as we like the
D.C. 9 does not mean another airline must come up with that same answer.

Mr. GREGOIRE: But, in respect of all these preliminaries there would be
nothing toward the four other companies.
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Mr. McGREGOR: This is quite right. I would hope that everyone understands
that this is an aircraft analyzed against T.C.A. requirements only and it does
not mean that aircraft B, C or D are not good aircraft themselves. But, it is
my fear this will not be understood. I am sure if this was published the press
would say the Caravelle is no good because T.C.A. does not like it; this would
be unfair—not that I think it is any great shakes.

Mr. Rock: Mr. Chairman, I hope the official stenographers do not mix
up the two names, Mr. McGregor and Mr. Gregoire.

Mr. GREGOIRE: I would like to finish. I think we should insist on having
the publication of that report.

Mr. McGREGOR: I would doubt it, but I do not like to tempt you.

Mr. GREGOIRE: I do not think the reasons you gave for not publishing it are
good reasons.

Mr. McGREGOR: Can you give me any good reason why we should do it?

Mr. GREGOIRE: Yes. You have made a choice. Some people brought examples
in respect of the economical integrity of a plane which had been accepted and
one which had been tried, while the other had not been. As there are so many
arguments about it I do feel, in a democracy like we want to have in Canada,
it would be a good idea to publish the report.

Mr. McGREGOR: You must not regard T.C.A. as a democracy.

Mr. LLoyp: Mr. Chairman I do not think this should be imposed on the
committee and I would like to disassociate myself with these views.

As I see it, Mr. Chairman, my purpose on this committee is to direct
questions and inquire into these matters so that I am fully satisfied that the
persons with whom we have entrusted such major decisions in complex engineer-
ing matters have done so with integrity, good judgment and collective wisdom,
in conjunction with other people behind them. I am satisfied this has been done.

Mr. Rock: Mr. Chairman, I was going to put a question when I was inter-
rupted by Mr. Gregoire.

Mr. McGregor, was there a Canadian content offered by all the other
manufacturers of the other aircraft that you were studying as well?

Mr. McGRreGcor: We know about the Canadian content of the D.C. 9, which
is approximately $540,000 per aircraft of Canadian labour and material content
for every aircraft built anywhere in the world.

Mr. MonNTEITH: Would that constitute 25 per cent?

Mr. McGREGOR: No, it is less than that. The price of the aircraft is about
$3% million.

The B.A.C. organization has told us, and I believe every word they say—
and this is a point I would like to make, if I might digress at this time; they
have offered to spend in Canada $400,000 in respect of every second B.A.C. 111
aircraft built after the first 60. Sud aviation, the manufacturer of the Caravelle,
informed the press they were prepared to have the whole aircraft built in
Canada, which was nonsense in the first place, because the engines were not
going to be built by Canadair or anyone else in Canada. I know of no firm
offer that was made by Sud aviation to Canadair or to any other manufacturer
in Canada.

Mr. GREGOIRE: Is it true that Canada would not be able to build the
Caravelle?

Mr. McGReEGOR: I doubt if they could. We were talking about 30 airplanes
over 10 years, and I cannot avoid being insulting toward the Caravelle, but
I know of no other potential North American customer. There have been only
20 Caravelles sold in North America over the past 10 years, and these were to
United Airlines. They were the original ones.
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For the information of the committee the owners of these aircraft, United
Airlines, called me up about three weeks before the decision was made and
offered to sell me the 20 airplanes at a reduced price. I did not accept the
offer for various reasons, but primarily it had to do with the Canadian content
and the fact we did not like the airplane as applied to our fleet. But, this is
the sort of position, in my opinion, which the Caravelle is in in respect of
North America. This is drawing a bit of a long bow but I would be surprised
if there are many other sales of the super B Caravelle in the near future in
North America.

Mr. ForBES: What is the passenger load of the D.C. 9, what is its speed and
what service will it perform?

Mr. McGREGOR: I do not think I can put them in order. The speed will be
in the order of 560 miles an hour, the number of passengers the D.C. 9 will
carry will be 72, and the service it will perform is to provide air transportation
on the up to 1,200 mile routes, particularly where there is a competitive position
and a fair volume of traffic.

Mr. NUGENT: You mentioned a price of $24 million for six airplanes, which
would be somewhere in the order of $4 million per plane, and I wondered if
you had worked out the passenger miles which each plane would fly in a year
as compared to the Viscount, taking into account their speed which enables
them to get there faster and maybe realizing more miles out of them. Is there
an equivalent amount or less servicing on them and will each plane yield a
considerably greater number of passenger miles per year?

Mr. McGREGOR: Per plane I think it would be at least double or maybe
more.

Mr. NUGENT: What is the present cost of a Viscount?

Mr. McGREGOR: Well, if you could buy one of one type or another it would
be $300,000 or $400,000.

Mr. NUGENT: I am referring to a new one.

Mr. McGREGOR: There is no such thing as a new one. I am sorry, there is
what they call the 800 series and I would think one would probably pay
$1,300,000 or $1,400,000 each.

Mr. NuGeNT: I was trying to get at the cost per passenger mile of the
D.C. 9 as compared to the Viscount? When delivered and first being put into

use there will be D.C. 9’s and Viscounts on the fleet.

Mr. McGREGOR: But not on the same routes.

Mr. NuGeNT: You will be able to get a comparison of the cost?

Mr. McGREGOR: We already have one.

Mr. NuGeNT: Could you give us the cost of the Viscount in passenger
miles? What is the paper cost per mile of the DC-9, if you do not object to
that term.

Mr. McGREGOR: I do not object to that word. Do you want the aircraft
mile cost, or the seat mile cost?

Mr. NuGeNT: Both if you have them handy.

Mr. McGREGOR: What range would you like them for? Say 1,000 miles?

Mr. NugeNT: You gave us the others at two figures, so whatever you gave
us before, give us the same now.

Mr. McGREGOR: The figures I gave you before were our actual experience.

Mr. NuceNT: Very well, give them.

Mr. McGREGOR: $1.20 per aircraft mile, and 1.6 cents per available seat

Mr. NuGeNT: Does this cost include depreciation?
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Mr. McGREGOR: Yes, those are direct operating costs, but they do not
include interest on the investment.

Mr. NUGeNT: The interest on the investment is $4,000,000. What is the life
of the plane? Is it going to be appreciably down in passenger mile cost?

Mr. McGREGOR: I have given you that in one of the figures.
Mr. NuceNT: Not for the Viscount.
Mr. McGReGoOR: It is a very small proportion.

Mr. NuGeNT: I am a little puzzled. Maybe I am labouring the point. But on
the short run there might be time saved if you had a very nice reliable plane
such as the Viscount; I do not know how long they could be used. Did you not
have some trouble with them in the past?

Mr. McGREGOR: When we were left alone, for nine years we made a profit.

Mr. NUGENT: Any company worth its salt should be able to meet competi-
tion in the increase of passenger miles.

Mr. McGREGOR: We have been in competition ever since we have been in
business.

Mr. NUGENT: You were not present at the committee meeting two years
years ago. But it was obvious from the questions at that time that the reason
there was not a better profit was that the company had planned, despite warn-
ings to the contrary, to purchase on a basis that it would continue to get the
complete growth of passenger traffic. So you made your aircraft purchases and
plans on that basis, despite the fact that there was plenty of warning given that
the situation might change, and as it actually turned out, you planned your
purchase of airplanes on the basis of continuing to enjoy that monopoly, and
of continuing to get the complete growth of passenger traffic. If that is what
vou would call being let alone, I can only say that that kind of treatment is
something you should éxpect any time. I would think that any company which
feels it can operate efficiently should not fear that kind of competition from an
increase in traffic passengers, if you had made your plans knowing that fact.

Mr. McGREGOR: Just a minute! I disagree with everything you have said.
I would like to say that you do not plan your fleet capacity on the basis of
making room for non-existent competition, according to my knowledge of the
business.

Mr. NuGeNT: When you made your plans you were warned that you were
likely to have competition because C.P.A. had applied.

Mr. McGREGOR: That is right, C.P.A. had applied but with a fleet in
existence which was adequate for the traffic offering. But the findings of the
hearing were clearly set out. It said there was no reason whatever for compe-
tition, and they were given one flight a day for only one reason, to connect their
Paciflc to their Atlantic service. .

Mr. NuceNT: I am not talking about the air transport board hearing. I am
talking about this committee hearing two years ago, and about the answers
given.

Mr. Rock: I think we have departed from the DC-9 subject.

Mr. NuGenNT: I was trying to relate the experience we had at that time with
the planning that went on concerning the DC-9 and the passengers to be carried.
You said you did not make a profit because you were not left alone. I feel it is
my duty to find out for what reason you have not made a profit? Was it because
you made some mistakes in your planning?

Mr. McGREGOR: That is not my opinion.
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Mr. NuGeNT: Continuing with the DC-9, my point is that with the extra
speed, even with the short run, you are still not going to be able to give the
extra number of trips or make the planes available for that extra number of
trips and passenger miles.

Mr. McGRreGoRr: No. First of all, it has half again the seating capacity, and it
has about twice as much space.
Mr. NUGENT: Is it not much more complex in respect of servicing?

Mr. McGRrEGoR: It is the simplest jet I have ever seen.
Mr. NUGENT: Is it simpler than the Viscount?
Mr. McGREGOR: Yes, I would say so. It has only two engines.

Mr. NugeNT: Would your service cost be in proportion when compared to
your passenger miles.

Mr. McGREGOR: I do not think I quite understand your question.

Mr. NuGeNT: Why? This is simply the matter of service, the replacement
of parts. I am not sure what goes into maintenance and overhaul of planes.
But your initial cost is higher. Are your maintenance costs proportionately
higher, or are they more than proportionately higher?

Mr. McGRrecor: I think that what you are trying to ask me is about the
cost of the DC-9 over the routes in which it will be operating. Are they to be
lesser or greater than the Viscount. Is that right?

Mr. NUGeNT: Per passenger mile.

Mr. McGREGOR: Yes, per passenger mile. But that will depend on whether
there is a passenger in the seat or not. We can only talk about seat miles and
know what we are talking about. The answer is no, it will not; it will be some-
what higher but not much. But it will be less high than any of the other small
jets. Have you a list setting out those facts? It calls for 34 Viscounts to be in
operation still by 1973.

Mr. NuGgENT: Yes, I recognize that but it seems to me that your objective
is whether or not the actual plane is ready to operate, and that you are taking
a chance. You have admitted that your choice of the Constellation was a
mistake.

Mr. McGREGOR: Yes, that is what it was all right.

Mr. NUGENT: My opinion is that your company made a mistake with the
Vanguard, or to put it another way, had you been prepared with another
suitable airplane you would have been able to wait until the Vanguard had
all those wrinkles ironed out. Yet you objected very much to my question
whether the service of the Vanguard could be stretched out to cover such a
period so as to give you that extra working time so that you could wait for
the DC-9 until it had proved itself by testing and flights, and that it had no
wrinkles in it to be taken out.

Mr. McGREGOR: Let me come back to the remark you made that we were
taking a chance.

Mr. NuGgeNT: Did you think you were taking a chance with the Vanguard?

Mr. McGREGOR: No. We do not think we made a bad buy, in spite of your
opinion.

Mr. NUGENT: You bought the Super Comet and you said you made a bad
buy?

Mr. McGREGOR: That is correct, if you mean Super Connie.
Mr. NUGeNT: And you could make a mistake in judgment.
Mr. McGREGOR: Yes; but the Super Connie was an aircraft already in being.
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Mr. NUGENT: It does seem to me contrary to what I would expect. It would
be more likely that you could make a mistake and error with an aircraft that
is not finished and tested, and when you are working from paper only.

Mr. McGREGOR: Mr. Nugent, I have never suggested that T.C.A. was incap-
able of making an error and I do not do so now. I say we have applied the
best technical judgment at our disposal and I think our engineering department
is as good as any in the world, and we have come up with this answer. I
would also like to draw to your attention the fact that your despised Vanguard
is .6 cents per seat mile cheaper to operate than the Viscount.

Mr. NUGENT: I want to be clear on one point. I have travelled by Vanguard
on several occasions but have experienced this tremendous vibration on each
occasion. Otherwise I think this is a wonderful aircraft.

Mr. McGREGOR: Thank you very much.

Mr. NuGeNT: That fact does not meet the objection I am trying to make
in respect of the wrinkles being ironed out. You suggest the company is
modifying the aircraft and getting rid of these objections, and it may be that
in perhaps in a year or two it will completely cure this illness. My point is,
would it not be safer to use the Viscount for a longer period of time?

Mr. McGREGOR: If we did so we certainly would be short of capacity
throughout 1966, and for as long thereafter as it took us to get the aircraft.

Mr. NUGeENT: Do you feel it is necessary to have newer, faster and more
modern aircraft in order to attract passengers?

Mr. McGREGOR: That is correct.

Mr. NUGENT: Would there not be another difference in the operating cost
permitting a difference in fare. There seems to have been quite a difference
from the record you have shown of the fares suddenly jumping up or going
down. Would a lower fare not compensate for the lack of newness of a plane?

Mr. McGREGOR: I do not think so. We are not so much worried about the
difference in operating cost per seat mile because it is normally only small
fractions of a cent. The main question is, can we meet the traffic demand and
I suggest that it is the function of T.C.A. to meet that demand.

Mr. HAHN: Mr. McGregor, you originally stated it was the objective of
T.C.A. to work toward a new aircraft fleet. You will be phasing in the DC-9
while phasing out the Vanguard and Viscount, so that we will have four air-
craft at least. Is it T.C.A.’s objective ultimately to replace the Vanguards and
Viscounts with DC-9’s sometime in 1973 and wind up with a two aircraft fleet?

Mr. McGREGOR: We are now getting pretty far into the future, beyond ten
years, but that is my hope. As I said before, I know of only one air line over
the past 20 years that has operated with basically a two type aircraft fleet,
and that was American Air Lines during a short period when they had record
earnings. I am convinced that if we can work toward this goal we are heading
in the right direction, and if we can achieve it our economic problems will be
behind us.

Mr. HAaHN: In your opinion does the DC-9 fit all the requirements of a
second aircraft, and can it adequately replace the Viscount and Vanguard and
do the jobs they are now doing?

Mr. McGRrecor: It will fit these requirements with the exception of some
very short and light traffic routes which we now have and which conceivably
might be better served by regicnal type carriers.

Mr. RHEAUME: Mr. McGregor, I am intrigued by your statement in respect
of the proof of loss figures and the fact that you suggested that Trans-Canada
Air Lines could make a profit if it was left reasonably alone. I am wondering
how your profit and loss annual reports compare with other air lines which
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are also in the position of going into the jet age rather suddenly. In other
words, there are all kinds of companies, it seems to me, which are not being
interfered with, to use your own words, which also have the same kind of
profit and loss configurations. You can check me in this regard, but it seems
to me this results from the fact that all air lines have to face the problem of
producing new type aircraft and are doing so without the interference of inter-
nal management.

Mr. McGREGOR: Mr. Nugent was certain I was talking about C.P.A. when
I made that remark about being left alone. I was not referring so much to
C.P.A. as to the multiplication of trans-atlantic competition. There are nine
different trans-Atlantic carriers operating into Montreal and/or Toronto today.
We regard this as a multiplicity of competition which is rather difficult to be
confronted with, which very quickly produces a deficit operation for a period
of time. I think early this morning I forecast that we were not going to have
a deficit this year. I still believe that to be the case in spite of recent happen-
ings. I think we have survived that situation.

In an attempt to answer your question I should say certainly the advent
of the subsonic jets has been expensive. I think in the case of some air lines
it was more expensive than it needed to be because they superimposed new
subsonic jets on their existing aircraft fleets and tried to offset the resultant
huge increase in capacity against the comparative small increase in traffic. The
results were extremely damaging in certain cases. I do not think our pains in
this regard have been as intense as in the case of some other carriers. Basically
I think your assumption is correct, that the profit and loss trend over the past
ten years has been general.

Mr. PucH: Do you have any idea of the number of firm orders at the
present for the DC-9?

Mr. McGREGOR: I would ask Mr. Seagrim to answer that question.
Mr. SEAGRIM: There are 18.

The CHAIRMAN: Gentlemen it is after ten o’clock, are there any further
questions?

Mr. Lroyp: Mr. Chairman, I wonder what our next step should be. Will
it be necessary to call Mr. McGregor back again?
Mr. GreEGOIRE: We still have questions to ask Mr. McGregor.

Mr. PrITTIE: Mr. Chairman, I have several questions to ask regarding
equipment and facilities.

Mr. PuGH: Let us leave the subject open.

The CHAIRMAN: I am afraid we do not have an agreement in this regard,
and I will entertain a motion to adjourn.

Gentlemen, we will meet tomorrow after orders of the day in room 371.

Mr. GREGOIRE: Mr. Chairman, would you ask our friend here to be a little
more patient.

Mr. Lroyp: Mr. Chairman, my patience compared with the gentlemen’s
lack of appreciation for procedure is quite favourable.
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The CHAIRMAN: Gentlemen, we are a little late. Last night when we
adjourned we were considering the section on equipment and facilities.

Mr. BECHARD (Interpretation): Mr. Chairman, might I be allowed to speak
French? We have simultaneous interpretation and in any case this being a
bilingual country we can speak French if we so wish. Mr. McGregor, it seems to
me that there is a great deal of confusion and danger arising from the pos-
sibility of having two names for the air line. In this regard would you be able
to tell me if you know of any company which has the same initials as Trans-
Canada Air Lines?

Mr. McGREGOR: You are referring to my statement that I was afraid con-
fusion might exist if two names were used on the aircraft. If you do not mind
me replying in English?

Mr. BeEcHARD: No.

Mr. McGRreGor: I think this is valid if we are going to talk about painting
one name on one side of the airplane and another on the other, so that only
one name can be observed at one time. The business of printing both names on
one side of the airplane is feasible but still can lead to confusion and would
crowd up the names pretty solidly on a fairly small aircraft such as the
Viscount. I would like to talk about this name situation because perhaps I did
not make myself too clear yesterday.

Personally I regret the idea of a change in name or, shall I say, the
exclusive use of the name “Air Canada”, only on one account, and that is the
loss of establishment of a pretty nearly world-wide reputation under the old
name. Many of the older employees, among whom I might be considered old
enough but have not had a long enough service, feel the same way about this
point. I believe the course we have been following, which is one of almost
an infiltration of the name Air Canada, has made progress and is successful, and
the name “Trans-Canada” can perhaps some time in the future go out of use
without any great pangs of pain on the part of either the public or the com-
pany.

May I show you two of our more recent time-tables? These are the
domestic and the international time-tables. The initials T.C.A. are given great
prominence, but after that, the name Air Canada is given more prominence than
Trans-Canada Air Lines, which is across the bottom. It seems to me that this
sort of thing will not go on very long before people refer to Air Canada or
Trans-Canada Air Lines almost indiscriminately.

Mr. BEcHARD (Interpretation): But you did not say, Mr. McGregor, if
there was another company, as far as you know, who uses the letters T.C.A.

Mr. McGREGOR: There is Trans-Caribbean Air Lines. That is a bit of an
infringement, but it exists.

Mr. BEcHARD (Interpretation): Is there no danger of confusion?

Mr. McGRreGOR: I do not know of any place where we operate from the
same airport.

Mr. GREGOIRE (Interpretation): On the same matter, Mr. Chairman, I
thought I understood yesterday that the main reason which would prevent
a change of name would be the amount spent in advertising to strike out the
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name Trans-Canada Air Lines which is a well known name. Have you consulted
any advertising agencies in this respect, and is it not a fact that to have one
name only, such as Air Canada, which is also perfectly English, perhaps
would be better for advertising purposes. This would be preferable to having
two names which you would have to put on letterheads, on planes, on advertis-
ing material and so on. Would not Air Canada be preferable rather than using
the two names?

Mr. McGREGOR: There are many advantages which I think exist with
respect to the name “Air Canada”. It is concise, it is a positive identification,
and it fails to have any shortcomings in so far as the description of the air line’s
operations are concerned. I agree with all these things. As I say, I think it will
come about. It is a question of whether it would be as well to do it suddenly.

In reply to the first part of your question, when I said “yes” to your question
about having consulted public relations, this was done some years ago and it
was done with respect to Air Canada. This, to use a horrible term, was the
evaluation of the image. I would think the so-called image of T.C.A., if a sudden
name change took place, would be osme time in recovery because people would
say “Is that the same old company under a different name, or is it not?”

Mr. GREGOIRE (Interpretation): Have you consulted any advertising
agencies concerning the argument you have given now?

Mr. McGREGOR: Not recently. I did three years ago.

Mr. GREGOIRE (Interpretation): I do not think the argument is a very good
one. Would you consider changing the name?

Mr. McGREGOR: Yes. It is a good idea.

Mr. CHRETIEN (Interpretation): Do you not feel it would be possible to
bring an immediate change here, to change T.C.A. to Air Canada, and to con-
tinue using for a few years the letters T.C.A., not as the official name but for
convenience? You are now using the name Trans-Canada Air Lines for official
purposes and Air Canada for advertising purposes; could we not reverse this?

Mr. McGREGOR: If I understand the situation, both names are official.

Mr. CHRETIEN (Interpretation): I am sorry, but the French name of Trans-
Canada Air Lines is Lignes Aériennes Canadiennes.

Mr. GREGOIRE (Interpretation): This is a point which is very close to the
heart of a number of people and on that subject I would like you to be able to
* assure us that a serious investigation has been made. I believe Mr. Chretien’s
suggestion is very good. It seems to me that gradually, in order to counter the
argument he has just made, it would be possible to foster the use of the name
“Air Canada”, from T.C.A.

Mr. McGREGOR: It is a very difficult thing to forecast for the future. It used

to be Trans-Canada Air Lines, and then in small print Air Canada, now the
reverse is true.

In a matter of two years it has developed into this sort of thing.
Mr. NUGENT: As long as it takes to phase out?

Mr. McGREGOR: Exactly.

Mr. GREGOIRE: You mean it took two years to build?

Mr. McGREGOR: Two years to get to this point.

Mr. GREGOIRE: How long will it take to complete the change?

Mr. McGRreGOR: I would like to hear the results of the study you suggested
first before I make a forecast.

The CHalrMAN: Will you proceed, Mr. Fisher.

Mr. FIsHER: Mr. Chairman, I have a question I wanted to raise which relates
to what seems to be a definite possibility, not a likelihood but a definite possi-
bility, there may be some kind of arrangement worked out with our other
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national carrier in the international field and it seems to me if such arrange-
ment should develop—and I am not arguing for or against it—that would be
the time to go forward with the name “Air Canada”. I think such a name would
embrace both parts of such an arrangement. Has this been given any
consideration?

Mr. McGREGOR: Yes, to the point that 15 minutes ago I mentioned exactly
the same thing to the Chairman.

Mr. F1sHER: I am sorry.

Mr. McGREGOR: That is all right. In my opinion, that would be the obvious
time to let both the old names wither on the vine. I believe it would be conceiv-
able that at that time we would arrive at one flag carrier which would carry
the name Air Canada.

Mr. FisHER: I am sorry if I repeated myself.

Mr. McGREGOR: Not at all; I am glad there are two heads with the same
thought.

Mr. RHEAUME: Mr. Chairman, I have two short questions. Does Trans-
Canada Airlines have any plans at the present time in respect of changing their
symbols, as the C.N.R. did some 18 months ago, getting away from the maple
leaf which, suddenly, somehow, has gone into disrespect. Has T.C.A. any plans
to change this whole business of the advertising image?

Mr. McGREGOR: No. We are afraid we might fall heir to a lazy 3 or whatever
it is.

Mr. RHEAUME: Do you and T.C.A. feel you would be contributing greatly
to the great leap forward in so far as biculturalism is concerned if you changed
the name to Air Canada. Does the company feel one way or the other in
respect of these arguments which are going on?

Mr. McGREGOR: No. As a matter of fact, the idea of the use of the name
Air Canada as well as Trans-Canada developed long before there was any
apparent agitation in this field of biculturalism or bilingualism.

Mr. PriTTiE: I wanted to say I think the course Mr. McGregor is following
concerning the name of the company is the correct one. I would not want to see
a sudden change made now. And, I do not know what is wrong with the maple
leaf; I like it.

Mr. McGREGOR: Yes. Are we about to embark on a discussion under equip-
ment on the subject of names and bilingualism? If so, I would like to suggest,
if I may, with the consent of the committee, that we have what might be called
a presentation of the general picture from the standpoint of the airline first
and then if I have not covered the waterfront you can direct further questions
afterwards.

Mr. GREGOIRE: Mr. Chairman, my question is still on equipment.

The CHAIRMAN: But does it relate to bilingualism?

Mr. GREGOIRE: No, in respect of equipment covering an area which we
were on yesterday.

The CHAIRMAN: All right.

Mr. GREGOIRE (Interpretation):

Mr. McGregor, you spoke yesterday on the question of security of aircraft
and you mentioned ten accidents to the Caravelle.

You spoke of one that took place in Morocco; is it not a fact that in that
particular case this was a matter of a bomb which had exploded in the wash-
room of the aircraft and, in spite of that, the pilot managed to land with his
aircraft. And, there was not one single death. This was an unprecedented
occurrence. Is that not a fact?
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Mr. McGREGOR: You will remember, Mr. Gregoire, that I went through only
part of that accident report and then stopped. I apologize, but there has been
so much talk about accidents I wanted to make it clear that other aircraft
also are prone to accidents. I have not the cause of these accidents, just the
place, the date and the name of the operating company. As I said, I somewhat
regretfully read from a list of 10, all classed major, during the period 1960-63.

I have no comments on this report of mine as to what the nature of the
accident was. I do not blame an aircraft for being bombed because, obviously,
this has nothing to do with the integrity of the aircraft and, in many cases
I would not blame the aircraft for an accident that was attributable to pilot
error.

Mr. GREGOIRE (Interpretation): But, at that time we were discussing the
technical capabilities of these aircraft. We were talking about the security
angle and the accidents which have taken place.

You mentioned another one which took place over the Orleans airport.
This was a collision between a Caravelle Air Canada and a Piper cub. It
managed to land with a single death. Then, again, there is some.degree of
insecurity in respect of any aircraft when it meets with another aircraft.

In the case of a Viscount a bird flew into the engine and the aircraft
crashed. Does this not indicate that the Caravelle has a higher degree of
security?

Mr. McGREGOR: First of all, I know of no Viscount accident involving a
bird strike. This is a bit confusing, but I brought up the question of what hap-
pened to the Caravelle and, to make it clear, no aircraft we know of today is
immune from getting into trouble. Now, I will be perfectly frank; in three years
the Caravelle seems to have had a fair amount of trouble, whether it is just
bad luck or design, I do not know. But, generally speaking, the older an air-
craft is the less chance there has been to take advantage of all modern design
techniques and systems.

There was a suggestion made yesterday we should wait until an aircraft
had flown and proven itself before we ordered it; this is an absolute assurance
that an airline always would be using out of date equipment. If an aircraft is
not ordered until it is in being and tried and if the technical people cannot as-
sess the situation ahead of time from the design and systems point of view, that
airline is always going to be away behind the parade in the attractiveness of
its equipment.

Mr. GREGOIRE: You have mentioned a number of accidents which have
befallen aircraft. There was such a thing as a Comet aircraft; and accidents
happened to Comets when they were in the experimental stage. I have here a
list of acidents which have taken place in regard to jet aircraft. This list shows
that there were accidents in connection with 32 Boeings 707, 16 Comets, DC-8’s,
two DC-8F’s.

How many DC-8F’s are there in service these days? Do you know, Mr. Mc-
Gregor?

Mr. McGREGOR: I am not sure. I would think perhaps 10 or 12 .

Mr. GREGOIRE: (Interpretation): Are there any others of the DC-8F type
in other air lines? Are you sure? Are you sure there is only this number?

Mr. McGREGOR: I would say three or four airlines.

Mr. GREGOIRE: (Interpretation): I am speaking of those outside your own.

Mr. McGREGOR: In other companies?

The CHAIRMAN: Mr. Gregoire is asking what is the total number.

Mr. McGREGOR: I would guess 10 or 12, but Mr. Seagrim says 50. Mr. Sea-
grim believes it is in the order of 50 aircraft of the same type.
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Mr. GREGOIRE: The magazine International Flying mentions there were
only five DC-8F’s flown by T.C.A. that were serviceable.

Mr. McGrEGOR: I do not think we are talking about the same thing.
Mr. GREGOIRE: I am speaking about the DC-8F.

Mr. McGREGOR: That is the layout of aircraft which is exactly the same in
fuselage and tail and everything as the DC-8F, but our DC-8F has a heavy
cargo floor, and in the case of two of the four aircraft we had until recently it
had a wide cargo door on the port side ahead of the wing. All of them have
Pratt and Whitney JT3.D-3 engines.

Mr. GREGOIRE: There are only five operated now of that kind?

Mr. McGREGOR: No.

Mr. GREGOIRE: The DC-8F?

Mr. McGRrEGOR: Of the basic design and engine combination; Mr. Seagrim
believes the number in operation is 50.

Mr. GREGOIRE: Operating now?

Mr. McGREGOR: That is right.

Mr. GREGOIRE: Fifty?

Mr. McGREGOR: Yes.

Mr. GREGOIRE: And you have had five in operation and you have had two
accidents? Yesterday it was mentioned that there had been 10 accidents with
the Caravelle. It is for this reason that I am asking you this question.

The CHAIRMAN: Mr. Lloyd?

Mr. GREGOIRE: Mr. Chairman, I have not finished my line of questioning.

Did you know when you received the report that the specialized magazine
International Flying was suggesting this had the highest co-efficient of security
to aircraft of that type?

Mr. McGREGOR: I expect it was known to our engineers.

Mr. GrREGOIRE: Did you send some engineers to France to see this aircraft?
Did you send some engineers and pilots?

Mr. McGRrEGOR: Yes, and I went myself.
Mr. GREGOIRE: You went yourself?
Mr. McGreGor: To Toulouse.

Mr. GREGOIRE: Mr. McGregor, how many of your staff went to the Douglas
Company in Burbank, California? How many of your engineers went to Bur-
bank for that purpose?

Mr. McGreGorR: What were the last few words of your question?

Mr. GREGOIRE: How many pilots and engineers went to examine these air-
craft at Burbank?

Mr. McGREGOR: I heard that part of your question, but I am asking what
were the last few words.

Mr. GreEGOIRE: That is my question. How many pilots and/or engineers
went to Burbank to examine these aircraft?

Mr. SEAGRIM: Approximately twenty.

Mr. GREGOIRE: How many went to Toulouse?

Mr. SEAGRIM: Over a period of time, I would think ten.
Mr. GREGOIRE: Over how long a period of time?

Mr. SEacrmM: Two or three years.

Mr. GREGOIRE: In the last two or three years? Did they go especially for
the purpose of examining this type of aircraft?

Baarts



RAILWAYS, AIR LINES AND SHIPPING 107

Mr. SEAGRIM: Yes.

Mr. McGREGOR: Did someone not fly it?

Mr. SEacGrRIM: Yes, we have flown the aircraft. It was demonstrated to
TCA:

Mr. GREGOIRE: And all these things are contained in the famous report on
which you based your choice?

Mr. SEAGRIM: The judgment is reflected in this report.

Mr. McGREGOR: The record of the visits is not in the report.

Mr. GREGOIRE: Mr. McGregor, you said that one of the requirements of
T.C.A. for their new aircraft was between 1,200 and 1,500 miles.

Mr. McGREGOR: No, I said up to 1,200 miles.

Mr. GREGOIRE: Up to 1,200 miles? Was that the figure for the DC-9?
Mr. McGREGOR: Twelve hundred miles.

Mr. GREGOIRE: Can it go as far as 1,200 miles?

Mr. McGREGOR: Yes, it can.

Mr. GREGOIRE: Not 1,100 miles?

Mr. McGREGOR: Mr. Seagrim, 1,200 miles is the range, is it not?
Mr. GREGOIRE: Not 1,100 miles?

Mr. SEAGRIM: Twelve hundred miles approximately, and this is considered
to be sufficient to cover the routes over which we expect to employ the air-
craft.

Mr. McGREGOR: We have satisfied ourselves that we can economically
operate the DC-8 aircraft down to 1,200 miles. In other words, we can operate
the DC-8 down to the range of the small jet aircraft.

Mr. GREGOIRE: I would like to reiterate my request of yesterday because of
all that has been said on this problem about these aircraft. I reiterate my
request that the report be tabled in this committee. I think there is nothing
secret in this report. There is nothing insulting to the companies which have not
been chosen. I request this especially in view of the fact that Mr. McGregor has
mentioned that 10 Caravelles crashed. I think it would be fair to every citizen

in this country to see the published report, and I request that the report be
tabled to the committee.

Mr. DEaAcHMAN: On that point, I think it would be a most serious precedent
for a committee of the House of Commons to start calling for technical reports
that are privy to crown companies for making judgments of this kind, and I
doubt very much whether we have any ability to do it. It certainly would not
be in the best interests of the crown corporations which we ask to serve parlia-
ment and to serve the country to place this burden upon them.

The CHAIRMAN: I will hear some arguments afterwards.
Mr. GREGOIRE: Mr. Chairman—

The CHAIRMAN: One moment please, Mr. Gregoire.

I will hear arguments if there are any. This document was referred to
by you and by the witness yesterday. If you had a point of order and wanted
to make a motion to lay this document, it should have been done at the time.
If we are to follow the precedents, when the reference was made yesterday
the motion should have been put forward at that time to have that document
produced. It was not done at that time. On that account, the motion at this

time would be out of order. However, I am willing to listen to any other
arguments.

Mr. PriTTIE: It has not been seconded anyway.
Mr. GREGOIRE: Mr. Chairman—
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The CHAIRMAN: Are you making a motion?

Mr. GREGOIRE: No, I would like to require it from Mr. McGregor. I thmk it
is normal. Maybe I d1d not express myself as well in English as I would have
liked. It is not a demand. Now I know the meaning of the word “demand” in
English! It is not the same as the word “demande” in French as we have seen
from the provincial conference. I would like to ask Mr. McGregor if, in view
of all the facts, he would be ready to table that document because we think
some of the members have seen it, though not all of them. Would you be
ready to deposit that document for the use of the members?

Mr. McGREGOR: I am sorry to say no, Mr. Gregoire, I am not. So far as
I know no members of this committee have seen this document. The minister
was shown it, but that is all. I do not know what he did with it. I do not think
he showed it to anyone else. I do not know of anyone who has seen it outside
T.C.A. other than the minister. I am not trying to be difficult, but I must say
I regretfully resist your request. It is simply that there is nothing in that
document about accidents and there is a great deal of information as to our
consideration of the aircraft which I think would be valuable to people in
other engineering departments. I would protest parting with it.

Mr. FisHER: You actually gave this report to the government; is that
correct?

Mr. McGREGOR: To the Minister of Transport.

Mr. F1sHER: So, in other words, you could not make the decision unilater-
ally in any event.

Mr. McGREGOR: No.

Mr. FisHER: Have we any representative of the minister here who could
indicate what the minister’s point of view would be?

Mr. GREGOIRE: I think the parliamentary secretary is here.

Mr. CanTiN: I think this point of view was explained in the House of
Commons a week ago.

Mr. FisHER: What was the point of view?

Mr. CanTIN: That it was not in the public interest to publish such a report.

Mr. GREGOIRE: When they do not wish to publish a report, they always say
it is in the public interest. I do not think there is anything in it which is
against the public interest.

The CHAIRMAN: You have made your request and I think that is about as
far as we can go.
Shall we continue with the questioning?

Mr. GREGOIRE: On a point of order; I would like to point out there is a
deficiency in this committee. I am the only member of my party in this com-
mittee. If I want to move a motion, I cannot find a seconder. All I can do is
ask whether somebody would like to second my motion, to ask, request or
demand of the Minister of Transport that this report be presented to the
members of the committee.

Mr. Lroyp: Mr. Chairman, I think it is parliamentary practice to second
a motion for the purpose of its disposition in order to save time. I am opposed
to the disclosure of such a document, but to bring the matter to a head, I will
second this motion and then we may have a vote taken.

Mr. F1sHER: Question.
An hon. MEMBER: Question.

The CHAIRMAN: Gentlemen, I do not want to fall into the mis@akes whiqh
at times have been made by hurrying. However, Mr. Fisher just said, anc.l it is
true, that the production of a document of this type should be requested in the
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house. I do not think this committee has the power to request the production
of a document, which is in the hands of the minister and which has been
produced to him, from a witness here who is giving evidence on behalf of
Trans-Canada Air Lines.

As I said before, the ruling is that such a motion is out of order.

Mr. NUGENT: On this point of order, our terms of reference specifically
give us power to send for papers. Therefore, I cannot see that Mr. Fisher’s
point is well taken. I am opposed to the motion; but I do not see how this paper
is any different from any other.

The CHAIRMAN: I am not going to belabour the point. If it is the wish of
the committee to vote on this motion, I will follow the wishes of the committee.
After all, I am only as good as my committee. I will put the motion, after having
made the remarks which I did.

Mr. CANTELON: I believe Mr. Mecllraith stated he was endeavouring to
obtain a summary of this.

Mr. RHEAUME: That is a different report.
The CHAIRMAN: Mr. Gregoire, would you make your motion in writing?

Mr. FisHER: I do not know whether or not Mr. Nugent and you, Mr.
Chairman, have the correct impression of what I said. I have moved in com-
mittees, and particularly in this committee, at various times, supported by
members of various parties, to obtain reports which have been prepared, for
example by the C.N.R. One was the De Leuw Cather report in connection with
the new C.N.R. yard in Toronto. However, it was not on that point that I raised
the matter. The point I intended to make is, it seems to me the government is
seized of the report rather than the T.C.A., and we should make the request
of the government rather than of T.C.A.

The CHAIRMAN: It has been moved by Mr. Gregoire, seconded by Mr. Lloyd,
that this committee ask the Minister of Transport to disclose the report of
T.C.A. on the choice of a new moyen-courrier to the members of this com-
mittee.

All those in favour?

Those against?

I declare the motion lost.

Mr. PucH: What is the normal procedure of the air line itself in respect
of these reports; are they sent automatically?

Mr. McGRrEGOR: It has varied over the years, depending on the attitude
of the Minister of Transport, and so on.

Mr. Rock: In respect of the vote, you immediately stated “I declare the vote
lost”. I do not believe the secretary had an opportunity to count the names.

The CHAIRMAN: Would those against the motion please indicate again?
Motion negatived.

Mr. McGRrEGOR: The attitude of the Minister of Transport in respect of
T.C.A.’s technical selection of aircraft has changed over the years. Sometimes
he is anxious to know beforehand, and sometimes not. In this particular case,
the capital provision for the initial payment for the small jet aircraft had
been included in the 1963 capital budget which had been approved by order
in council in February, 1963. The recommendation of the company’s operating
department was extremely firm; the approval of that recommendation by the
company’s board of directors was unanimous. So, in theory there was nothing
in the world to have prevented T.C.A. simply ordering the aircraft. It had the
authority for the expenditure, all the technical information and the authority
of its board.
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On the other hand, there was a great deal of publicity in respect of this
particular order. It had been grossly exaggerated. It was mentioned that 50
airplanes would be involved, and it was never suggested this would be a
progressive acquisition. We realized that the number and strength of the
mis-statements which had been developed probably justified consultation with
the minister. That is why it was referred to the minister.

Mr. PugH: I should imagine there was quite a bit in it in respect of
Canadian content.

Mr. McGREGOR: Not on the technical recommendation; but the board did
consider Canadian content and included that in their decision.

Mr. PuGH: In terms of years, how far back has this been a policy between
the government and T.C.A.?

Mr. McGREGOR: The last major selection of aircraft types was in 1956; they
were the DC-8 and the Vanguard. I am depending entirely on my memory here,
but I think in both cases we prepared a capital budget with the required amount
of money shown in it including the name of the type selection. The capital
budget was approved by government with that specific designation of aircraft
type, the number which it intended to purchase, and so on.

Later on, we decided that being specific about types in capital budgets was
a little bit restrictive on the air line. This came about when we wanted to buy
some DC-8F’s under an authority which we had for the DC-8. At that time we
were required to file, I think with questionable reason, an amendment to our
capital budget. We had rather jealously guarded our reputation, and the fact
that we never had had to amend our capital budget during the years. Although
we simply were ordering a smaller number of a basic type, it had to be
included in the revised capital budget. Basically that is the history of
the thing.

Mr. NUuGeNT: On that same point, do I gather from what Mr. McGregor
now says that this latest move of consulting or advising the minister is now
part of company policy, and that in future we might expect to see consultation
with the minister and the government?

Mr. McGRreGor: I think the proper answer is no, in view of the experience
we have just had.

Mr. NuGeNT: Was it not on the suggestion of the minister, because of
political pressure about the Canadian content and so on, that you were asked
to advise before any decision was announced, or any step taken?

Mr. McGREGOR: No, it was on the recommendation of the board of di-
rectors.

Mr. NUuGENT: When was that?

Mr. McGREGOR: On October 22 of this year.

Mr. NucenT: Had this question not come up before about consulting the
minister?

Mr. McGREGOR: No.
i ?Mr. NUGeNT: You had no contact with any minister of transport about

is?

Mr. McGREGOR: No.

Mr. NUGeNT: In connection with the choice of a new type of plane?

Mr. McGREGOR: No.

Mr. NuGeNT: Or about making an announcement about it?

Mr. McGREGOR: The technical and economic report was delivered to me
on October 15 the day after I got back from a trip to Rome. That was the first
I had seen of it, and the first I knew what the recommendation was. That
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recommendation was put to my board seven days later, on October 22, and
approved. There could not be consultation with the minister or anybody else
because I did not know what was in it.

Mr. NuGeNT: I am not talking about a conversation with the minister, but
about that record, and the general question of when T.C.A. is going to buy
new planes, whether the government should be consulted on what planes should
be bought?

Mr. McGREGOR: I have never been told that by any minister of transport.

Mr. LLoyp: I am going to ask you a series of questions which have to do
with the steps leading up to the final decision to make a recommendation for
the purchase of equipment. I am interested in the activities of the aircraft
industry when it finds that a potential customer is going to make a purchase.
I presume you advise the trade beforehand through the development depart-
ment of your organization and that you have constant studies going on.

Mr. McGREGOR: That is correct.

Mr. LLoyp: I presume the aircraft industry is no exception in the matter,
of using aggressive sales effort, even before you may indicate the fact?

Mr. McGREGOR: I think they are an exception in the degree of intensity that
they apply, but certainly not in coolness.

Mr. LLoyp: You have had several companies making representations to
you. Did you invite proposals frcm a selected group of companies, or publish
a notice? How did you go about it?

Mr. McGREGOR: Any action on our part was completely unnecessary. I
think the sales departments of aircraft manufacturers are aware of the need
of an air line for additional equipment even before the air line has become fully
aware of it.

Mr. LLoyp: You say the sales department?

Mr. McGREGOR: Of the manufacturers.

Mr. LrLoyp: Is it the general practice for the manufacturer to have his own
sales staff deal directly with you?

Mr. McGREGOR: Yes, sir; that is correct, and these are what we call
engineering salesmen.

Mr. LLoyp: Was there any exception to that practice in the recent purchase
of equipment? Did any one of those who made proposals to T.C.A. act through
an agent?

Mr. McGRreGOR: Not entirely, but certainly acting through an agent per-

haps describes the more intense pressure to which we were subject with respect
to one manufacturer.

Mr. Lroyp: What was the name of that manufacturer?
Mr. McGREGOR: Sud.

Mr. LrLoyp: They were different in their approach to selling equipment as
compared to other manufacturers?

Mr. McGREGOR: I must be entirely fair about this. They sent their North
American representative to T.C.A. on several occasions, and on certain occa-
sions he was accompanied by other members of the firm. They made a normal
presentation and they asked us, as did the other manufacturers, for our require-
ments and specifications, and what ranges we wanted to operate over. We gave
them that information, and it was played through their computer in New York.
To that extent this was normal. But in addition there were approaches made
at government level which were not indulged in, to my knowledge, by any other
manufacturer.

Mr. LLoyp: What was that?
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Mr. McGREGOR: I said there were approaches made at government level
which were not indulged in by other manufacturers, to the best of my knowl-
edge. I do not say that this is irregular.

Mr. Lroyp: You say there were approaches made at government level.
Mr. McGREGOR: That is right.
Mr. LLoyp: For what?

Mr. McGREGOR: In the case of this company with respect to the aircraft—
there were approaches made at government level that I do know were not
made in that manner by any of the other manufacturers.

Mr. Lroyp: Is it the general practice wtih respect to T.C.A. to deal directly?

Mr. McGREGOR: Absolutely. :

Mr. Lroyp: This does not involve the payment of commission to any
intervening agent?

Mr. McGREGOR: No.

Mr. Lroyp: There was no intervening commission paid to an agent that
you know of in connection with the sales by the Douglas corporation?

Mr. McGREGOR: No, none whatever.
Mr. Lroyp: Thank you very much.

Mr. HaaN: May I ask a question in connection with aircraft selection. Are
the reports which appear in the press today true that the BAC 111 crash did
not have any effect on your decision?

Mr. McGREGOR: That is entirely true. The report I referred to, part of the
evaluation, was placed in my hands on October 15. This unfortunate accident
to the BAC 111 occurred on October 22 which happened to be the very date of
my board meeting.

Yesterday I said I wanted to come back to this point but I forgot and will
do so now.

I think it is very much to the credit of the business ethics of British Air-
craft Corporation that they went to a great deal of trouble to get me out of
my bed quite early that morning to inform me of the crash. Although they
were not certain what happened at that time, they said they had lost radio
contact with their aircraft, which I had flown in twelve days before, and that
wreckage had been reported on the ground. They were putting two and two
together and they were much afraid the B.C.A.-111 prototype had in fact
crashed. They knew I was having my board meeting on this subject that day
and they wanted me to be certain that the board knew.

I should like to say one other thing which is perhaps irrelevant. The B.A.C.
sales technique is as follows. Although there was an argument in respect of
the balance of trade between Canada and the United Kingdom and the balance
of trade between the United States and Canada, they did not discuss that fact.
These are small points but they are matters of ethics which certainly appeal
to what is no longer a prospective customer.

Mr. FisHER: Mr. Chairman, I think my remarks should be made during
our consideration of the section on equipment and facilities. Mr. McGregor are
you satisfied with the baggage handling facilities, the speed of handling the
baggage and the transportation provisions provided at most of the airports in
Canada for moving passengers from the airport into the communities?

Personally as a user I am quite dissatisfied in this regard. I feel there are
too many delays; too many errors and a much too high price charged by the
motor carriers. I think the whole system could stand some analysis and im-
provement. I wonder what contribution T.C.A. makes in determining whether
these things are done properly and I should like to know whether you have
anything under consideration at the present time with a view to effecting an
improvement in these areas.
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Mr. McGREGOR: Mr. Fisher, your question is a perfectly good one. T.C.A.’s
responsibility, when an aircraft lands and pulls up to the ramp, is to get the
baggage out of it and get it into the machinery of the terminal as fast as pos-
sible.

Some four years ago, I think, we had what we might call a tremendous
drive in this regard. Airport managers were scored on the average period of
time between the delivery of the baggage and the arrival of the aircraft. I am
not saying this unkindly, but the fact is that with the advent of the new ter-
minals there has been a serious deterioration in this regard. I think I can give
you some figures covering these times.

Mr. FI1sHER: I am particularly interested in the terminals at Montreal and
Toronto.

Mr. McGREGOR: If our experience in Montreal is a good example I am
afraid the service provided at Toronto is now better than it will be within a
few months when the new terminal is opened. I do not know whether this
situation results from excess machinery or because of distance, but the fact is
that as soon as the Montreal terminal opened our baggage handling time
dropped seriously.

Mr. MiTcHELL: Do you mean it increased? You said “dropped”.

Mr. McGREGOR: Yes. I mean that the time increased and the service de-
creased. I see what you mean and thank you for your correction.

Mr. GREGOIRE: Mr. McGregor in regard to this question of baggage, do you
receive lots of complaints concerning the deterioration of baggage of travellers?

Mr. McGREGOR: I do not know what ‘“lots” means, but we have received
some complaints. Some of those complaints are honest. I suppose most of them
are honest, but some of them are not. Some of these complaints begin in this
manner: “I flew from Montreal to Toronto, and my bag had a great big rip in
it”. Of course, this baggage has been in one airplane and two taxis and no one
knows who ripped it, but as far as the passenger is concerned T.C.A. is respon-
sible and we pay.

Mr. FisHER: Mr. McGregor, coming back to the point I have raised, I see
no reason at this time in respect of Toronto why there should be such a waste of
time between receiving your baggage at the airport terminal and being depos-
ited by the transportation company at the base of York street. There is a 50 or
60 minute time element involved. I realize that in perhaps two hours during
any given day there may be a disadvantage because of rush hour traffic. How-
ever, I am still concerned about the price charged for this transportation service.
I should like to know whether there is anything you can do to improve this
situation.

Mr. McGREGOR: First of all let me deal with that part of the question in
respect of price.

If I remember correctly the procedure followed is this. We make a selection
from the available companies which are prepared to provide this service, and
we recommend to the Departmerit of Transport that company A be given the
concession to operate the city to airport service. The Department of Transport
normally agrees with this recommendation and enters into a contract with the
company concerned, and exacts a levy on that company for that privilege. This
company then must in most cases, obtain a licence to operate over provincial
highways between the airport and the city. If we become exceedingly dissatis-
fied with that service, because of the actual form of service or the price, or for
any other reason, I believe the normal procedure is for us to recommend to the
Department of Transport that that particular agreement between that company
and the Department of Transport be discontinued. As far as I know, when that
has happened in the past, in fact the licence has been cancelled.
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I think you are speaking primerily of Toronto, are you not?

Mr. FisHER: I am speaking of Montreal and Toronto. I do not see any reason
for a 20 minute delay between the time you get off the airplane and receive
your baggage and get under way.

Mr. McGRreGor: I would say that such a case would be fairly unusual. This
is the end of the procedure which is generally not too slow. I am certainly
speaking from my own experience at Montreal because all my flights begin and
end there.

The time of car travel, to which you have referred, is a problem. At one
time we tried to quote in our timetables different times in respect of ground
transportation based on rush hour traffic as well as other conditions and we
found this was hopeless because the passenger would automatically remember
the shortest time; at five o’clock in the evening he would try to apply that
time and be unhappy.

We also decided at another time that something fairly close to the worst
condition was the safest for putting in a timetable, and it involved a matter of
approximately 50 minutes.

In respect of the airport to city time, that depends on how fast the vehicle
can travel the distance. This is not of prime importance to passengers, but the
time involved between the city and the airport, when a passenger is boarding an
aircraft, is important.

Mr. FisHeR: I just leave you with the suggestions that too much time is
taken to transport passengers to and from the airport in Toronto; baggage han-
dling is far too slow, and there is complete confusion around many of the bag-
gage counters. At least in Montreal the baggage is identified as coming off a
certain flight, which is more than is done in Toronto.

Mr. GREGOIRE: Mr. McGregor, in respect of the report regarding the Winni-
peg overhaul base, will there be a summary report, and will it be published
or become public knowledge?

Mr. McGREGOR: Mr. Gregoire, the report we now have is in summary form.

Mr. GREGOIRE: Mr. Chairman, I should like to direct a question to the par-
liamentary secretary in view of the fact the minister is not present. Is the min-
ister aware of the proposed agreement which will in effect mean that T.C.A.
will be purchasing all new aircraft which have been manufactured in Canada?

Mr. CanTIN: I was not aware of that agreement.

Mr. RHEAUME: Mr. McGregor, in earlier discussions you indicated that it
was not economic for an airline to operate on routes shorter than 500 miles.
This statement was based on T.C.A. experience. I wonder whether by the ac-
quisition of the DC-9, which is a medium range jet, up to 1,200 miles, it is
hoped the economic situation in respect of shorter runs, as opposed to longer
runs, will change or be improved as compared to the operation of the Viscounts
and Vanguards at the present time?

Mr. McGREGOR: No, we do not hope that. Might I amend that answer? We
do not hope it with respect to the DC-9 but as to the Viscounts, their economics
will improve when they come out of depreciation, and that may influence my
statement.

Mr. RHEAUME: From the figures given yesterday, and this is a rough and
quick tally, Trans-Canada Air Lines lost some $7,500,000 in 1962 on a variety
of short runs such as in the maritimes, Quebec and the prairies. When you tally
those up, it comes to $7,500,000, which would have changed the deficit picture
for 1962. Do you see this deficit picture for these specific runs changing next
year as you depreciate your Viscounts and Vanguards?

Mr. McGREGOR: Yes, not as we depreciate them but as they come to full
depreciation.
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Mr. LLoyp: May I interrupt here on a question of procedure? I know that
two of us here have another meeting, and'there are four altogether who have
a meeting at six o’clock. It taks a few minutes to get to the centre block. I am
wondering what your timing of events will be.

The CHAIRMAN: I was hoping we could finish on equipment and facilities
in the next ten minutes or so, and then we could adjourn until tomorrow
morning.

Mr. GREGOIRE: As we have had a meeting of the steering committee, I
should like to state here that I would like two men to be called to this com-
mittee on the question of equipment, the president or representative of Can-
adair and the president or his representative from the de Havilland company.

Mr. HAHN: On a point of order, for what purpose should these people come
before the committee?

Mr. GREGOIRE: I would have some questions to ask them on the problems
of aircraft.

Mr. NuGgeNT: I move we adjourn.

Mr. PucH: While we are on that point of Viscounts, could I ask you
whether you feel that possibly in eighteen months’ time we can show a credit
on the short runs, 500 miles and under?

Mr. McGRrEGOR: No but the fact that the operating costs of the Viscounts
may come down with the extraction of a substantial item in depreciation will
improve the economics and the financial results of al the routes on which they
are operated.

Mr. PucH: I take it you will hang on to the Viscount as long as it is prac-
ticable to do so?

Mr. McGreGor: Till 1973.
Mr. NUGENT: May we have a motion for adjournment?

Mr. Rock: Was there any decision arrived at on the request of Mr.
Gregoire?

The CHAIRMAN: I was going to wait until the questions were finished on
equipment and facilities. If there are no other questions we will deal with that
problem.

Mr. NuceNT: I want to make one comment. Mr. McGregor said he had
never told the minister in advance of the decision on change of planes. He
seemed to regret that he had not advised him of it because of the amount of
trouble. I let this drop although I did not mean to let it drop. I propose that
this committee make a recommendation to the minister that T.C.A. make it a
regular practice to advise the minister before making decisions. I certainly
understand Mr. McGregor seems to resent ministerial interference in T.C.A.
operations. The point is that whenever the public have complained about
T.C.A,, it is government which gets it in the neck and the minister who has to
answer questions. If T.C.A. were more co-operative, this would take pressure
off the minister.

Mr. McGReEGOR: Mr. Nugent has a gift for putting lots of implications into
a question. I did not resent any action of the Minister of Transport and I did
not say so. Let us be very clear. What I expressed regret about was the fact
that T.C.A., having all the authority that it required in the matter of capital
expenditure and approval of its board, had not announced its decision on
October 23 rather than on November 22 because a whole month was used up
with altercations and rumours as to what the selection was. All that could have
well been avoided. That is what I meant.
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Mr. NUGeENT: This does not get around the point that you made an announce-
ment before telling the minister. This whole month was taken up with political
implications to satisfy the people of Canada who own that air line.

Mr. McGREGOR: It did not satisfy anybody I know of.

Mr. PucH: I have a question on the picture appearing on page 11 of the
de-icer. Would you care to comment on its efficiency?

Mr. McGREGOR: It allows airplanes to take off which they could not other-
wise do. It costs about $28,000 and it uses up vast quantities of antifreeze.

Mr. PucH: Is it a very efficient machine? Is there nothing else that compares
with it?

Mr. McGREGOR: It used to be done by a long-handled broom and mop, and
it was very much more expensive from the standpoint of labour and very
much slower. This is excellent.

Mr. RHEAUME: The point is that it was built in Mr. Pugh’s constituency.

Mr. PuGcH: And Mr. Trump, the inventor, is an old friend of mine.

The CuHAIRMAN: I was about to suggest that we are about through on
equipment and facilities except that Mr. Gregoire wants to make a motion,
which he is free to do. I think we should dispose of Mr. Gregoire’s motion
and then we can dispose of the paragraph on equipment and facilities, unless you
want to proceed with it tomorrow.

Mr. Lroyp: If I understood Mr. Gregoire correctly, he made a suggestion
that the steering committee consider this and make a report.

Mr. GREGOIRE: So that would leave open the question on equipment and
facilities until my question has been dealt with. It is up to the steering com-
mittee to present a report on this and they have not met yet. I wanted to
suggest that those two people be called to the committee.

Mr. Rock: Did the president of Canadair or the president of the other
aircraft company request this themselves?

Mr. GREGOIRE: No.

Mr. Rock: Why do you request it then? If these people want to appear
down here they could write to the Chairman of this committee.

Mr. GREGOIRE: I asked that two people be called to the committee, the
presidents or the representatives of both Canadair and the de Havilland Air-
craft Company.

The CHAIRMAN: Mr. Gregoire, will you make your motion so that we can
dispose of this matter now?

Mr. GREGOIRE: Do I have to make a formal motion?

The CHAIRMAN: Yes, because we have meetings tomorrow and probably
we could dispose of it now.

Mr. GREGOIRE: I so move.

Mr. NugenT: I would like to see equipment and facilities left open for one
more day. I thought evidence given on the changed position of Viscounts .after
depreciation has opened up some interesting vistas. I hope we can leave it for
another day.

The CHAIRMAN: We should dispose of Mr. Gregoire’s motion before adjourn-
ing. Would anybody second Mr. Gregoire’s motion?

Mr. F1sHER: I do.

Mr. HAaHN: May I speak to the motion while it is being prepared? It wpuld
seem to me that we have little to gain by bringing these two men here. Neither

of these companies has an aircraft of its own design that it put forward to
T.C.A., so therefore T.C.A. was presumably dealing with those that had an
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aircraft of their design, and made their decision on that basis. These two
companies came in only after the fundamental technical decision was made,
as the supplier of the Canadian content.

Mr. PucH: I would suggest, Mr. Chairman, that if we are going to bring
these people here by any strange chance, that all members of parliament
should have access to top grade engineers, lawyers, and goodness knows who
else, to advise them before we start questioning these people.

 Mr. DEacHMAN: We have to deal yet with railroads, we have to deal with
shipping, and if we unduly protract our investigations along one particular
line, we are going to be compressed on another. I suggest we have done well
enough.

Mr. McGREGOR: If I may, I would like, in the hope that it might alter Mr.
Gregoire’s position somewhat, to announce that the Douglas company have
been advised of T.C.A.’s selection in the placement of an order for the DC-9
aircraft.

Mr. GReEGOIRE: I would like to say a word on my motion. I think that all
members of the committee here would be interested in knowing what those
two companies have to offer to our civil aviation in Canada, and not only today
but in the future. I think that would be profitable to the committee, to Air
Canada and to everyone to know what would be the prospectives. We have a
chapter on projects for the future. I think we should hear those people in view
of the fact that T.C.A. as well as ourselves are interested in knowing what the
Canadian companies are able to offer.

Mr. Lroyp: Mr. Chairman, on that point I think the work of this com-
mittee is divided into different compartments. There is a reference to this com-
mittee. We have to do precisely what the house directs, and the reason I sug-
gested that this matter be dealt with by the steering committee is that you
could separate these matters of decision making and Trans-Canada Airlines,
which covers a very large field of examination. As I said, it seems to me that
this is a job for the steering committee. We have our terms of reference, the
subject matter which we are to discuss and the witnesses we should call.

Mr. RHEAUME: Mr. Chairman, can we not refer this to the steering com-
mittee?

The CHAIRMAN: I think it might well be disposed of.

Mr. NUuGeENT: This is exactly the type of thing which should be handled
by the steering committee.

Mr. Chairman, at the first meeting you stated the steering committee
would be set up, called and consulted, and we have had no steering committee
set up and no consultations to date.

I move that this motion be adjourned, to be considered later and, in the
meantime, we can get the steering committee set up.

The CHAIRMAN: Mr. Nugent, I was quite prepared for what you said. I
have not had an opportunity to speak as much as some of the members of the
committee. However, this suggestion that you spoke of was made yesterday by
Mr. Muir and I dutifully followed the suggestion and spoke to the whips of the
parties. Of course, I cannot include Mr. Gregoire because he is his own whip.
But,.I fiid form a steering committee this afternoon after consulting the whips,
consisting of Mr. Muir, Mr. Balcer, Mr. Gregoire, Mr. Fisher, Mr. Granger and
Mr. Lloyd, and if these gentlemen would like to meet sometime tomorrow we
could consider this. We could meet at 9 o’clock, but that is a bad hour.

Mr. RHEAUME: It is the middle of the night.
Mr. FisHER: That is agreeable.
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The CHAIRMAN: I am willing to come here at 9 o’clock tomorrow morning
to discuss these matters.

Some hon. MEMBERS: Agreed.

Mr. ForBes: Mr. Chairman, before you adjourn, I want to ask one short
question. I do not expect to be here tomorrow morning because I have another
meeting.

During the course of our conversation yesterday you referred to the fact
that several personnel from Winnipeg would be transferred to Calgary, Medi-
cine Hat and some other places; is this due to increasing your facilities at
Medicine Hat and Calgary?

Mr. McGREGOR: No. I do not think we mentioned these smaller places; I
said Vancouver, Toronto and Halifax, where we do have maintenance bases.
This would take place sometime in the future as the work requirement at
Winnipeg decreased.
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MINUTES OF PROCEEDINGS

THURSDAY, December 5, 1963.
(6)

The Sessional Committee on Railways, Air Lines and Shipping met at
10:10 o’clock a.m. this day. The Chairman, Mr. Jean T. Richard, presided.

Members present: Messrs. Balcer, Béchard, Cantelon, Chrétien, Deachman,
Fisher, Granger, Grégoire, Guay, Hahn, Lloyd, McNulty, Mitchell, Monteith,
Muir (Lisgar), Prittie, Pugh, Rhéaume, Richard, Rideout, Rock, (21).

Also present: The Honourable George Mcllraith, Minister of Transport;
Mr. Charles Cantin, Parliamentary Secretary to the Minister of Transport.

In attendance: From Trans-Canada Air Lines: Messrs. G. R. McGregor,
President; W. S. Harvey, Vice-President, Finance and Comptroller; H. W.
Seagrim, Senior Vice-President, Operations; A. C. MacInnes, Director of Public
Relations; André Gauthier, Area Manager, Government and Public Relations;
H. D. Laign, General Auditor; H. S. Bowman, Finance Accountant and N. E,
Taylor, Chief of Economic Research.

The Chairman reported to the Main Committee the decision reached by the
Steering Committee after consideration of a motion made at yesterday after-
noon’s sitting by Mr. Grégoire, seconded by Mr. Fisher, that the Presidents or
their representatives of Canadair and De Havilland of Canada be called as wit-
nesses to this Committee.

And debate arising thereon, the question being put on the said motion, it
was resolved, by a show of hands, in the negative, Yeas: 2; Nays. 11.

The Committee resumed the examination of Mr. McGregor.

On motion of Mr. Mitchell, seconded by Mr. Rhéaume,

Resolved:—That the Section intituled Equipment and Facilities of the
1962 Trans-Canada Annual Report be adopted as read.

Moved by Mr. Balcer, second by Mr. Hahn,

Resolved:—That the Section intituled Board of Directors of the 1962 Trans-
Canada Annual Report be adopted as read.

On motion of Mr. Grégoire, seconded by Mr. Rock, that the Committee
seek permission to reduce its quorum from 14 to 10 members.

And debate arising thereon, the question being put on the said motion, it
was resolved, by a show of hands, in the affirmative. Yeas: 7; Nays: 5.

And the examination of the witnesses continuing, at 12:30 o’clock p.m., the
Committee adjourned until this afternoon at 3:30 o’clock p.m.

AFTERNOON SITTING
(7

The Sessional Committee on Railways, Air Lines and Shipping met at 4:10
o’clock p.m. this day. The Chairman, Mr. Jean T. Richard, presided.
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Members present: Messrs. Balcer, Cantelon, Chrétien, Fisher, Granger,
Grégoire, Guay, Lloyd, Mitchell, Monteith, Muir (Lisgar), Nugent, Pugh,
Richard, Rhéaume, Rock (16).

Also present: The Honourable George Mcllraith, Minister of Transport and
Mr. Charles Cantin, Parliamentary Secretary to the Minister of Transport.

In attendance: Same as this morning’s sitting, plus Mr. J. A. DeLalanne,
Chartered Accountant, Montreal.

The Committee resumed the examination of the witnesses.

On motion of Mr. Mitchell, seconded by Mr. Rock,

Resolved:—That the Section intituled Personnel of the 1962 Trans-Canada
Annual Report be adopted as read.

Moved by Mr. Lloyd, seconded by Mr. Rhéaume,

Resolved:—That the Section intituled Outlook of the 1962 Trans-Canada
Annual Report be adopted as read.
: On motion of Mr. Lloyd, seconded by Mr. Pugh,

Resolved:—That the 1963 Trans-Canada Capital Budget be adopted as
read.

Moved by Mr. Lloyd, seconded by Mr. Pugh,

Resolved:—That the 1962 Trans-Canada Auditor’s Report be adopted as
presented.

On motion of Mr. Pugh, seconded by Mr. Grégoire,

Resolved:—That the Quorum of this Committee be reduced from 14 to 12
members.

The Committee having terminated hearing the Evidence, the Chairman
thanked the witnesses who retired.

At 5:50 o’clock p.m. the Committee adjourned until Thursday, December
12, 1963, at 9:30 o’clock a.m.

Maxime Guitard,
Clerk of the Committee.
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The CHAIRMAN: Gentlemen, we have a quorum. I think there is a case to
be made for reducing the number making a quorum because of our difficulty in
getting a quorum. I think our number is slightly high at this time. Perhaps I
should not raise this point this morning in view of the fact I feel we should get
on with our consideration of the annual report.

At the close of last night’s meeting a motion was made by Mr. Grégoire,
seconded by Mr. Fisher, that the presidents, or representatives of Canadair and
De Havilland be called as witnesses before this committee. A further motion
placed this matter in the hands of the steering committee.

The steering committee met this morning and after some discussion it was
recommended that these representatives from Canadair and de Havilland of
Canada not be called at this sitting of the sessional committee. That is the
recommendation of your steering committee. Of course, I suggest in order to
avoid any misunderstanding, someone, probably Mr. Grégoire, put the motion
formally before the committee, in spite of the recommendation of the steering
committee.

Mr. GREGOIRE: Yes.

The CHAIRMAN: Do you still move that motion?

Mr. GREGOIRE: Yes.

Mr. BaLcer: I will second the motion.

The CHAIRMAN: It has been moved by Mr. Grégoire, seconded by Mr. Balcer
that the presidents or their representatives of Canadair and de Havilland
be called as witnesses to this committee.

Mr. GREGOIRE: Perhaps I could just explain why I think it is very im-
portant that we hear from these people. We should hear from them and ascer-
tain the possibility of these companies at sometime in the future producing
aircraft for T.C.A. and thereby provide employment for this Canadian in-
dustry.

I think it would also be advantageous to know the proposals of these
companies to T.C.A. regarding the construction here in Canada of aircraft
under this contract which T.C.A. is awarding. I think we should know what
the technical possibilities and facilities are in Canada for producing these
aircraft.

Mr. Lroyp: Mr. Chairman, I should like to observe very briefly that that
kind of an objective of a committee of the House of Commons is worth while,
but not, as you have suggested and as recommended by the steering committee,
at this particular time.

Mr. BALCER: Mr. Chairman, I should like to state that I am seconding
Mr. Grégoire’s motion for reasons not exactly the same as he has expressed
this morning. I think the information which he is seeking is available and
I am sure it would be very easy for any member of this committee to find
answers to the questions he has raised.

As far as the present state of the aircraft industry in Canada is concerned,
according to the newspaper Le Devoir this morning, it appears that the press is
confused in respect of the issue. Many contrary statements have appeared in

the newspapers recently and I think it would be a good idea to clear up this
matter once and for all.
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The CHAIRMAN: Gentlemen, are you ready for the question?

Some hon. MEMEERS: Question.

The CHAIRMAN: All those in favour of Mr. Grégoire’s motion please signify?
All those against please signify? I declare the motion lost.

Motion negatived.

Hon. G. J. McILrarTH (Minister of Transport): Give him a chance to
count them.

The CHAIRMAN: What is the count?

The CLERK: Yeas, 1; Nays, 13.

Mr. GREGOIRE: Yeas, 2.

The CHAIRMAN: Yeas, 2, yes; Mr. Balcer voted for the motion.

We will now proceed with our examination of Mr. McGregor in respect of
the section covering equipment and facilities.

Mr. GREGOIRE: Yesterday I asked the Parliamentary Secretary to the Min-
ister of Transport a question and I should like to ask the Minister of Transport
the same question now because the parliamentary secretary was not aware of
the situation.

Mr. McILrRAITH: What was the question?

Mr. GREGOIRE: Is the Minister of Transport aware of a letter written by the
president of Sud Aviation to the Minister of Industry offering to completely
build the Caravelle aircraft in Canadair in Montreal, and was there such an
offer made?

Mr. McILraITH: If you take a lot of the qualifications out of your statement
I will agree. I am aware of some communications on the subject but I do not,
for instance know and am not sure what the name of the president of Sud
Aviation is.

Mr. McGREGOR: His name is Général Puget.

Mr. McILraiTH: I know he made a statement to the press.

Mr. GREGOIRE: Are you aware of a letter sent to the Minister of Industry,
Mr. Drury?

Mr. McILrarTH: I would want to verify that. I do not think there was a
letter. I would want to check that answer carefully, but I do not think there
was any letter. I am aware of a statement he issued.

Mr. RHEAUME: You will advise us later in this regard, Mr. McIlraith.

Mr. McILrAITH: Yes.

Mr. PucgH: You say you are aware of a statement; did he discuss the matter
with you?

Mr. McILrarTH: No.

Mr. GREGOIRE: Did the Minister of Industry talk to you about such a letter
he received?

Mr. McILrAITH: Just a moment, Mr. Grégoire. Are you going to ask me what
the different members of the cabinet discuss with each other?

Mr. GREGOIRE: No, I am just asking about this point.

Mr. McILrarTH: No, I will not give you an answer to that question put in
that way at all. That is quite an improper question and should not have been
permitted.

If you ask me whether we discussed Canadian content of the various types
of aircraft proposed; that is Canadian participation in their manufacture, the
answer is, of course, yes, quite thoroughly.

Mr. PugH: Did you discuss this subject with any member from that com-
pany producing the Caravelle?
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Mr. McILraITH: Mr. Downey, the North American representative from New
York paid a courtesy call. He and the ambassador from France paid a courtesy
call.

Mr. PugH: You say they paid a courtesy call?

Mr. McILrarTH: Just a minute. Throughout this transaction I refused to
discuss any technical matters having to do with the merits of any aircraft, with
any of the companies. I was very careful and very meticulous in this regard.

Mr. GREGOIRE: Yes.

Mr. McIrrartH: I told them that this aircraft purchase was a purchase
being made by T.C.A., and that the government would give no consideration
to it until T.C.A. had made its recommendations based on technical and eco-
nomic factors as they directly affected the air lines, and after that, the extent
of the government’s interest would be only to assure itself that T.C.A. had made
a thorough, competent evaluation of that sort, and to look at any implications
there might be in respect of Canadian labour content.

Mr. GREGOIRE: I do not think we are interested in the technical require-
ments, or whether T.C.A. is competent in that regard or not. We would like
to have answers to the following questions after the technical factors have
been produced to T.C.A. in respect of these aircraft. Were there offers made
by companies such as Sud Aviation to build the aircraft in Canada, and having
regard to the actual circumstances in Canada, did you compare both aircraft
and try to reach a decision?

Mr. McILraiTH: There was an assertion on the part of Sud Aviation that
it would build the aircraft in Canada, but there was no explanation regarding
the United States engine in it. In any event there was this assertion. These
assertions were checked. Although they were only assertions they were checked
out to see what was involved. As far as the labour content is concerned, that
question did not become relevant because here we were faced with a situation
where T.C.A. had made the recommendation based on its criteria, that the
DC-9 was the appropriate aircraft, and that company had already arranged
Canadian production to a volume that was so far ahead of anything suggested
by any of the others that the situation became self-evident.

Mr. GREGOIRE: Would you tell us whether you did receive a letter in this
regard at some later time?

Mr. McILraITH: Are you referring to the letter from Sud Aviation?
Mr. GREGOIRE: I am referring to a letter from Mr. Puget.
Mr. McILraiTH: Yes, I will check that up for you.

Mr. PucH: Yesterday I asked Mr. Grégoire a question in respect of Cana-
dian content. I think your answer indicated in approximately 1956 a decision
was made regarding Canadian content. Mr. McGregor, I am wondering when
the effect of that decision was first felt, as far as T.C.A. is concerned?

Mr. G. R. McGrecor (O.B.E.,, D.F.C., F.R.Ae.S., hon. F.C.A.S.I, President,
Trans-Canada Air Lines): First of all, I think the year 1956 only related, in the
statement that I made, to the last major aircraft selection that we had made.
I think that date came up in that context. I think that it had to do with the
relationship between the government and the company at that time in regard
to this matter.

The matter of Canadian content has been alive as well as the matter of
Canadian aircraft purchases since prior to my association with the company. The
North Star I think was the first example of this, and the North Stars were
delivered to T.C.A. in 1948, if I remember my dates correctly. The airframe was
wholly built in Canadair. It was powered by British engines, and it had many
other components that were required to be imported at'that time. This matter
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of Canadian content has always been alive as a matter of interest and desire on
the part of T.C.A. in respect of its purchases of equipment.

Mr. BaLcer: I should like to ask a supplementary question. Had the
Douglas Aircraft Corporation used any Canadian content prior to the last deal
in respect of the DC-9. In regard to any aircraft purchased from Douglas by
T.C.A,, has there been any Canadian content in respect of any of your dealings?

Mr. McGREGOR: There was Canadian content, Mr. Balcer, but it had to do
primarily with our purchase of interior materials. As a result of the Douglas
design I would say no, but there was a substantial amount of Canadian content
where we had direction of the purchasing of seats and fabric used in the interior,
and that sort of thing, in the DC-8.

Mr. BaLcer: There is a completely new arrangement in respect of this
new aircraft?

Mr. McGREGOR: That is correct.
Mr. BALCER: You have a new system that you are suggesting?

Mr. McGREGOR: Yes. This arrangement between Douglas, and de Havilland
was arrived at before our technical decision had even begun to jell and, as I
mentioned, I think on Tuesday, it refers to all the aircraft of the DC-9 type
that are built, and was made without regard to whatever the decision of T.C.A.
was. In fact it was specifically stated that this agreement was not contingent
upon a T.C.A. purchase.

Mr. PucH: This arrangement would go back at least two years or more,
is that right?

Mr. McGRreGoRr: No, it was made earlier this year.

Mr. BALceR: It has been expressed in the press that there was, perhaps
not a campaign, recommendation or pressure on T.C.A. to try to keep as much
Canadian content in this contract as possible?

Mr. McGREGOR: Yes, I think it has always been true, Mr. Balcer, that we
have tried our utmost to do this.

Mr. BALCER: It has been a little stronger since Mr. Gordon became chair-
man of the air ministry of Canada?

Mr. McGREGOR: We have very little actual contact with Mr. Gordon, but I
dare say that you are right.

Mr. GREGOIRE: I should like to ask one further question to clarify the
record. Some reports have indicated that United Air Lines has offered 20
Caravelles to T.C.A. They say that they made you this offer, and I quote: “If
they . .. (meaning Caravelle) . . . become surplus at a future date” . . . then
it was not as I understood it . . . they would not go for United Air Lines”.

Mr. McGRreGor: I think your impression is correct, but aside from that I
will tell you exactly what happened in the conversation I had. United Air Lines,
as a complete surprise to me, called and said: “You know we are beginning to
take delivery of our Boeing 727’s; as they come in we will have no need for our
Caravelles, so we will have 20 for sale at depreciated prices. Are you inter-
ested?” I said: “No, there is quite a sufficient amount of trouble in respect of
buying aircraft up here without buying aircraft that has no Canadian content.”

Mr. GREGOIRE: The situation is just as they mentioned, they will not need
them anymore, but when will they become surplus?

Mr. RHEAUME: Mr. Chairman, I should like to ask two questions. My under-
standing is, and the evidence has been, that T.C.A.’s policy of conducting a
rather extensive technical study in respect of several types of aircraft and
weighing several other factors as well, including Canadian content was fol-
lowed and T.C.A. arrived at the decision to purchase the DC-9. I understand
in fact some kind of a commitment has already been made by the company
to go ahead with its plan?

s o al g e
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The CHAIRMAN: What is the answer to that question?

Mr. McGREGOR: That is correct. There is a telegram of intent and acknowl-
edgement.

Mr. RHEAUME: The issue seems to have boiled down to a decision between
buying the DC-9, as it meets T.C.A. projected requirements, and the Caravelle;
is that correct?

Mr. McGREGOR: That is right.

Mr. RHEAUME: On the basis of your original studies, what was the rating
of the Caravelle in relation to the DC-9 and the other four aircraft which I
believe you tested?

Mr. McGREGOR: Its position was fifth.
Mr. RHEAUME: The Caravelle rated fifth?
Mr. McGREGOR: Yes.

The CHAIRMAN: Gentlemen can we carry the section on equipment and
facilities and proceed now to a consideration of the next paragraph?

Some hon. MEMBERS: Agreed.

Mr. BALcER: Mr. Chairman, on a question of privilege, just before we leave
this point, this morning, Le Devoir stated that no Quebec members were
interested in this matter and that none appeared at the meeting. I read that
statement in Le Dewvoir and I should like to say for my part that I missed
yesterday’s meeting, because the Minister of Transport was dealing with a
bill before the House of Commons and I was taking part in the debate.

I should like to say that as far as the Conservative Quebec members are
concerned, we are very much interested in all the affairs of T.C.A. and par-
ticularly in respect of this matter.

The CHAIRMAN: Mr. Balcer, I appreciate your question of privilege but I
think you could have been generous enough to include members of all parties
from Quebec who were here yesterday and took an interest. I think the record
will show that they had an interest in respect of these questions. They were
very active.

Mr. GREGOIRE: Mr. Chairman, if you put the situation on that basis, I
should like to point out that the problem involves one of a choice between
the Caravelle and the DC-9 and the construction of the Caravelle in Montreal
at Canadair in order to take advantage of the technical knowledge required to
construct aircraft and also to provide employment for our unemployed people.
I should like to point out that those members to whom you have referred were
not interested in that problem and none of them tried to understand the
problem or find out what was in the report in regard to the decision to
purchase the DC-9 instead of the Caravelle.

Mr. McILrarTH: I think I can assure the committee here that the Quebec
members certainly were interested in this subject and I do not draw any
limitations or distinction as between parties in making that remark.

Mr. GREGOIRE: We were interested in that subject.

Mr. McILrAITH: There is no doubt about that.

Mr. GREGOIRE: I think the report could be made public, resolving the
problem. I am completely surprised that the Minister of Transport does not

want to make that report public and satisfy the public of Canada. Surely there
is no military secret in this regard.

An hon. MEMBER: He is out of order.

Mr. GREGOIRE: There is certainly no secret, and I am surprised this report
has not been published.

The CHAIRMAN: Mr. Grégoire, we have disposed of this matter.
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Mr. FisHER: Mr. Chairman, I should just like to clear up one or two points
in connection with the manner in which this whole matter developed. I would
like to ask the minister whether he could give us an explanation of the rather
peculiar leaks of information in respect of this whole matter evidenced by
certain statements which appeared in the press? I should like to approach the
problem from this point of view. I think there was a great deal of unfortunate
discussion relating to this whole matter of the selection of an aircraft, and I
could see the turn of information that seemed to be coming out which indicated
that someone on the inside with access to privileged information, either with
T.C.A. or the Department of Transport, was leaking information in order to
mislead and exaggerate pressure and particularly pressure relating to the
choice of the Caravelle. I should like to hear your explanation, Mr. Mcllraith,
if possible. Perhaps I am completely wrong in my approach.

Mr. McILrarTH: I think you are wrong in your approach, but I can assure
you as to your concern about the information that was printed that at some
stages it was so far from the truth that it was very embarrassing to have to
read these rumors day after day after day and know that they were not based
on solid information and yet be unable to do anything about it. I think when
the articles began to contain some comparatively accurate information this
fact can be attributed to good newspaper work done by capable newspaper
men who had simply gone to technical sources for information which is available
in respect of this whole subject. I am sure they visited the transport department
and T.C.A., but I want to point out why, Mr. Fisher, the transport department
has nothing whatever to do with this matter. T.C.A. is a crown corporation
incorporated by special statute and is answerable to the minister so that it does
not in any way go through the Department of Transport, and that department
did not have any of this information. As for my own office, I may say, and this
can be readily established, it also did not have the information. In spite of what
the articles have stated in respect of the Dixon, Speas report, I took the report
and kept it sealed, and it was my own document exclusively within my own
office. No one else in the office has even yet seen it or know anything about
its content.

Mr. PugH: What about the member away out west in Winnipeg?

Mr. McILraiTH: You are talking about the Dixon, Speas report and I said
notwithstanding the articles about that report.

Mr. FisHErR: Perhaps I could just complete my question. Perhaps I can
reduce my point by simply saying that somehow the word got out, in spite of
the fact that I would assume the information was confidential, that the DC-9 had
been chosen by T.C.A. That information seems to have leaked out before T.C.A.
made any public announcement and before the minister made any announcement.
That is when all the pressure suddenly was focused. We are all aware of what
was going on in the Liberal caucus, in the House of Commons and elsewhere.

Mr. LrLoyp: Mr. Chairman, that is improper.

Mr. Rock: What do you mean when you say “we know what was going on
in the Liberal caucus?”

Mr. FisHeR: I think you know what I mean.

Mr. Rock: This is a surprise because I attended the Liberal caucus and
there was no information of this type given to that caucus.

Mr. PugH: You are going too far.

The CHAIRMAN: Order, please.

Mr. FisHER: I will withdraw that remark about the Liberal caucus. Let us
put it this way. We were all aware that there were various pressures within
the Liberal party by those members who support the government. Is that
statement all right?
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Mr. DEaAcHEMAN: No, Mr. Chairman.

Mr. LLoyp: He is making suppositions.

The CHAIRMAN: Order.

Mr. RHEAUME: The minister admitted that already.

Mr. DEACHMAN: We never heard that.

The CHAIRMAN: Order, order. Go ahead Mr. Fisher.

Mr. Fisger: I think the minister is able to follow my line of thought. How
did the information that the DC-9 was chosen get out in the first place and,
secondly, why did the minister, the cabinet or the government, whichever may
be the case, not consider making an immediate response, or giving an immediate
indication that this choice had been made, in order to stop all the conjecture
and pressure developing by René Levesque and this aircraft institution, and
all that sort of thing?

Mr. GrEcoIRE: He does not like René Levesque.

Mr. Rock: I object to one thing that Mr. Fisher has stated in respect of
the Liberal caucus.

The CHAlIRMAN: He withdrew that statement.

Mr. Rock: I am a Liberal member here.

The CHAIRMAN: Mr. Fisher withdrew that remark.

Mr. Rock: But he still implied an improper point in another manner which
did not correct the situation. I must state one thing. As a member of the
Liberal party, I did not know until the time of the announcement in the House
of Commons and until the announcement by Mr. McGregor himself that T.C.A.
was going to buy DC-9’s. I had not information in this regard. If Mr. Fisher
has information he must get it from a different source than the Liberal members.

The CHAIRMAN: Mr. Fisher, do you want an answer to your question?

Mr. McILraiTH: Mr. Fisher, I think the short answer to your question is,
that the articles appearing in the newspapers were based on good and efficient
work on the part of newspaper men who asked questions in the industry. This
is a very large and highly competitive industry. It is not easy to gain this
information, but a well trained newspaperman can get bits and pieces of
information here and there, put them together and then come to some pretty
sound conclusions. Because I was concerned with this publicity, as you can well
imagine I was not very happy about it, and I want to make very clear that
I satisfied myself that this information was not coming from a government
department or from T.C.A.

Mr. FisHEr: That is a sensible explanation. I would like to know now why,
in view of all this talk, there was not some urgent consideration on the part
of the government to make an announcement? Why was there a time lag?

Mr. McIurarTH: I do not know. I suppose the government has to take the
responsibility for the timing of the announcement, as it always must, but to
say there was not urgent consideration is to misrepresent the facts. This matter
did receive urgent and careful consideration. If you wish you can criticize the
government in respect of the time it made the announcement, but that is a
matter of judgment and the government exercised its judgment. There was
no time lag as a result of the lack of consideration.

Mr. RHEAUME: You knew on October 22 that the DC-9 was recommended
by T.C.A.?

Mr. McILrarTH: It would be October 22 or 23.

Mr. McGreGor: It was October 23.

I think probably I can supplement your answer to Mr. Fisher about the
way this matter occurred. We have been in this game for a number of years.
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I have never known what might be called a secret of this kind to remain a
secret. There was a reception, to give it its polite name, put on in the Queen
Elizabeth hotel by the Rolls Royce company just prior to October 22. I would
think that anybody with any intelligence who looked at the beaming and
troubled faces at that reception would have known the answer.

Mr. GrREGOIRE: I have another question in respect of this report. When the
announcement was made in the House of Commons we saw all the Liberal
members applaud the announcement. We asked them why they applauded this
announcement when it meant that there would be less employemnt in the
province of Quebec than there would have been had the Caravelle been chosen
and they said they had heard all the explanations and were completely satis-
fied. Can you give us those explanations which completely satisfied those
members so that we can be satisfied ourselves?

Mr. McInrartH: I did not make that announcement, by the way. The Prime
Minister actually made it, but it is one announcement having to do with matters
directly concerned with my responsibilities in respect of which we have received
good reaction from the public, and a great deal of it, I might add.

Mr. GrEGOIRE: I think you have false information in that regard.

Mr. McILrarTH: As for the members of the House of Commons, I think
they were very glad the announcement was made. You may feel your assess-
ment of the members of the House of Commons in respect of how they felt
about this choice is as good as mine, but we could argue all day about it.

Mr. GREGOIRE: Have you given more explanations to the members at a
Liberal caucus than you have given to us at the committee here or anywhere
else? Did they receive more explanations than we have received?

Mr. McILrarTH: I would think that after the announcement they got more
information, yes, because they came to my office—there must have been 20
members in and out of my office that afternoon—and asked dozens of questions
and received answers.

Mr. GrEcoire: Could we have those explanations now?

Mr. McInrartH: There were members of other parties who came and asked
questions as well and I gave the information that I properly could give to any
member who asked for it, and to anyone else, for that matter, who asked for
the information.

Mr. GREGOIRE: So if I come to your office I will be entitled to ask for
those explanations which you gave to those other people?

Mr. McILraiTH: Certainly. As a matter of fact, many of my colleagues in
the House of Commons think I gave too much information and suggested that
when I answered questions I should not be too lengthy.

Mr. LrLoyp: Mr. Chairman, not being involved in an area which produces
aircraft competitively I shared the view of many Canadians, and it was certainly
satisfying to me as a member of the House of Commons to find the weight of
good judgment of a crown corporation being expressed in a decision of a
government accepting that judgment. In the absence of any kind of solid or
substantive information to the contrary, I think they made a good judgment
which is appreciated by all Canadians who are not involved.

Mr. BALCER: Mr. Chairman, as the result of what I have heard this morning
I should like to say that there is a certain implication on the part of people who
may have been expressing opinions in this regard and should not have done
so, but I can say for myself and many of my colleagues that we are very
much interested to see work being provided for Canadians.

Mr. McILrArTH; That is correct.
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Mr. BALCER: The members from Quebec naturally are interested in seeing
work provided in the province of Quebec, just as the members for Ontario are
interested in seeing work provided in industry in their areas. However, for my
own part I am and have always been of the opinion technical decisions should
be made by T.C.A.; on the other hand, very strong pressure should have been
put on T.C.A. to make sure there is as much Canadian content in these aircraft
as possible.

We were given information from the French embassy that the Caravelle
was going to be wholly built in a plant of a Montreal firm. In view of the
image many members of parliament were impressed by the situation, and the
arguments which have taken place. However, if proof is shown that this is
not accurate information and that the Caravelle was not technically the right
plane for T.C.A. I think that will provide the reason for the decision as it has
been made. However, the questions which have been asked so far have been
asked in an attempt to find out whether this information is accurate and that
the Caravelle is not technically the right aircraft for T.C.A. If the purchase of
a different type aircraft will create as much Canadian employment, this will
be a satisfactory situation.

Mr. McILrAITH: I would think the answer to your question is that for the
particular routes and tasks to be performed by T.C.A., it is clear that the DC-9
is the right aircraft. It is not a question of whether the aircraft is necessarily the
best aircraft, but whether it is the best aircraft for the particular task to be
performed in relation to T.C.A. routes, and a decision was taken that it was
made.

In regard to the question of Canadian content, I do not think the implica-
tion of Mr. McGregor’s repeated answer here has been fully evaluated. He said
that the Douglas contract involved this participation in all DC-9’s made or
manufactured, no matter where they are sold. This involves a simple matter of
arithmetic. I cannot tell you how many sales there will be of that aircraft at
this time, but I could have careful estimates prepared by the people who are
familiar with the industry. It is a simple matter of arithmetic to multiply the
cost by the number of aircraft to be sold. The answer to the question regarding

Canadian content becomes so clear I do not understand why the matter is
being pressed further.

Mr. McGREGOR: Perhaps I could add something to what you have said.

I think this whole difficulty arises from the basic misconception regarding
what, if any, would be the Canadian labour content if T.C.A.’s decision had been
in favour of the Super B Caravelle. My own personal unbiased assessment of
that is that it would be virtually none. The reason I make that statement, and
I expressed my opinion on Tuesday, is that there would be few if any other
Super B Caravelles sold in North America. I cannot believe that any air line
will assess the Caravelle, other than as we did, and the relative merits of these
five aircraft, and decide in favour of the Caravelle as we failed to do by such
a wide margin; that it would go against the technical judgment in favour of the
Caravelle. If T.C.A. had favoured the aircraft built by Canadair we would have
ordered that aircraft; and on the basis of our forecast, which is 30 aircraft
spread over a period of ten years, as I said before, and say again, I believe this
would be ruinous to any manufacturer, to set up a production line for a trickle
of three aircraft per year on an average, over ten years. This would just not be
possible. I do not think there would be any other North American market for
the Super B Caravelle. I would be most surprised if the situation turned out to
be different.

Mr. BALCER: Mr. Chairman, I have one further question.

'The CHAIRMAN: Mr. Balcer, I do not want to interrupt you, but Mr. Prittie is
leaving for Vancouver and he has asked to be permitted to ask a question.
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Mr. Muir (Lisgar): Before you recognize Mr. Prittie, Mr. Chairman, I
should like to draw your attention to the fact that I have been trying to ask a
supplementary question to a question asked by Mr. Fisher, and I have been
waiting to do so for some time.

Mr. PritTiE: Mr. Chairman, what I wish to say will probably come under
the heading of a question of privilege. I take exception to an article appearing
this morning in Le Dewvoir written by Mr. Fournier. The article is entitled “La
preuve du séparatisme”. He recounts events which took place here yesterday
and in the first paragraph of the article he refers to the fact that apparently
the English speaking section of the country does not care about the economic
development of French Canada. This has to do, of course, with the decision to
purchase the Douglas.

Mr. Lroyp: Sheer rubbish.

Mr. PriTTIE: The article deals with the decision to purchase the DC-9
rather than the Caravelle.

I speak as a member who has taken the risk of becoming unpopular in my
own province because of certain statements in regard to confederation and
bilingualism. I do not get any votes on the stand I take in defence of matters
regarding demands of French Canadians. I mention that fact to indicate that I
certainly am not prejudiced in respect of this subject.

As far as I was concerned it did not matter whether the contract went to
Montreal or Toronto, or any other country which was involved, and there was
no question involving prejudice. I was satisfied that the company should make
a technical examination of the aircraft it was considering, and I think the kind
of thought expressed by Mr. Fournier as appears in this article is mischievous,
and will only cause further trouble where further trouble is not necessary.

Mr. GREGOIRE: Mr. Chairman, on a question of privilege, I do not think
Mr. Prittie has understood the exact meaning of this article. The article means
in fact that many English speaking Canadian members were showing their
impatience in regard to this problem. This article indicated the impatience
shown by members, and this will be verified by the record, especially Mr.
Lloyd who was not interested and he showed impatience in respect of problems.

Mr. Lroyp: Mr. Chairman, I will be very brief in speaking on the question
of privilege. The only impatience I had was in regard to procedure. I was
impatient with the procedure, as many Canadians have been, because I cannot
comprehend why, when we are spending millions of dollars annually engaging
skilled, competent trained people not involved in the political machinery of the
country and yet not rely on their opinions and judgments. Canadian people
expect the government and the committees of the government to rely upon such
judgments, not denying members of parliament the right to question whether
or not these individuals are .competent, and whether they have done their
jobs properly. I for many years have studied this problem and have been
impatient, and I still am impatient because of a rather costly, although some-
times particularly vital, kind of questioning which has taken place not only
in committees but in the House of Commons itself.

Mr. GrEGOIRE: Mr. Lloyd has just given us example of what we mean. That
is the best example we could find.

The CrHAIRMAN: Mr. Balcer, you are next?

Mr. BALcer: Thank you.

Mr. PriTTIE: Excuse me, Mr. Chairman, for opening up this hornet’s nest
here.

The CrHATRMAN: Let us get on the track again.

Mr. RHEAUME: Mr. Chairman, I should like to ask one technical question.
I do not think this question has been asked before. Can these gentlemen give
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us an estimate of the number of DC-9s that are likely to be sold both in Canada
and elsewhere?

Mr. McGREGOR: Are you referring to the total number?

Mr. RHEAUME: Yes.

Mr. McGREGOR: We have thought that 200 would be a conservative estimate.
Mr. PucH: What is the liberal one? :

Mr. Muir (Lisgar): I should like to ask a question supplementary to Mr.
Fisher’s question, but before I do so I should like to preface this question with
a question to the minister. Can we infer from your statement, sir, that the
government does not put pressure on T.C.A. in regard to its choice of aircraft?

Mr. McILrarTH: That is correct.

Mr. Muir (Lisgar): Can we further infer from your statement in regard
to the time lag that the government was giving consideration to a request to
T.C.A. to change its decision to purchase the DC-9?

Mr. McIurartH: No, but the method, as I said in the House of Commons,
was explored and checked out thoroughly with particular reference to the
economic consequences to Canada and I am referring to employment as a result
of Canadian content.

Mr. PueH: Mr. McGregor, what was the date of that cocktail party?

Mr. McGRrEGOR: It is too late now; I think, and this is just a guess, that it
was during the last week of October.

Mr. PucH: It was during the last week of October, and at that time had
the Douglas Corporation been notified that it was going to get the contract for
the DC-9s?

Mr. McGREGOR: I do not think so. I know one other company had been
notified that it was not going to get the contract.

Mr. PucH: There is the 727, the Trident, the BAC-111 the Caravelle and
the DC-9, and you considered them all. I am interested in these faces on the
individuals at the cocktail party.

Mr. McGREGOR: Yes.

Mr. PucH: You said you could tell from the look of the faces what the
situation was; is that right?

Mr. McGREGOR: The B.A.C. representatives had been invited and they knew
they were not going to get the contract, but just prior to that there had not been
any question, as articles or editorials in many newspapers indicated the race
had narrowed down to BAC-111 and the DC-9.

Mr. PugH: When was this first mentioned and I am referring to the rumors
as indicated in Mr. Fisher’s question?

Mr. McGREGOR: These aircraft were very similar in basic design, size and
so forth and they were obviously well suited to fit into the integrated fleet we
were contemplating, more so than are any of the other competitors, the two
tri-motor aircraft and the Caravelle.

Mr. PueH: When was the Douglas Corporation first notified that it would
get the contract?

Mr. McGreGor: The Douglas Corporation was formally notified approxi-
mately November 24, actually November 22nd.

Mr. PucH: In November?

Mr. McGREGOR: Yes.

Mr. PucH: Were the other companies at that time notified that they were
not going to get the contract?

Mr. McGRrecoRr: Yes, I believe so.
29946-1—2
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Mr. PucH: So that as of that date this was pretty well public knowledge?

Mr. McGREGOR: Yes, it was public knowledge. That fact had been announced
by both the Prime Minister to Parliament and myself at a press conference in
Montreal.

Mr. HAHN: In respect of this problem of Canadian content, I am not clear
about the position of the DC-9. There is some confusion in my mind regarding
Canadian content in respect of the Super B Caravelle. Mr. McGregor stated, I
think at one point, that there was no specific arrangement made in respect of
Canadian content regarding the Caravelle, and later I think he made the state-
ment that there would be Canadian content on the part of Canadair. Was there
any agreement arrived at by a government department with Canadair or by
the Sud Aviation setting out regulations in respect of Canadian content?

Mr. McGREGOR: Mr. Hahn, I can understand your confusion in that regard
because I have been confused as well. There were numerous press articles stat-
ing that Sud Aviation was prepared to place the whole of the Super B Caravelle
manufacturing for North America into Canadair. We knew that was impossible
because there was no possibility of Canadair building engines, which represent
about one half million dollars per aircraft, installed value. This fact put such
a statement under suspicion immediately. No one told T.C.A. anything about
any formal offers that had been made by Sud Aviation to Canadair. I got so
exercised about this statement that T.C.A. was depriving Montreal of a tre-
mendous amount of labour employment, I made it a point—I do not think there
is anything particularly confidential about this—to call up Mr. Notman, and
ask him whether there had been a firm offer made in this regard and his answer
was in the negative. He said they had been approached by Sud Aviation and
he said that he had made a tentative arrangement with B.A.C. and therefore
could not make any arrangements with Sud.

The CHATRMAN: Who is Mr. Notman?

Mr. McGreGor: He is the president of Canadair.

Mr. PucH: I then ask whether there was any firm connection between
Sud Aviation and the government in respect of the Caravelle.

Mr. McILrarTH: I think I answered that question, but the answer is no.

Mr. REEAUME: You are going to check to see if a letter was received?

Mr. McILraiTH: I am going to check to see if there is a letter. I do not
think any formal document was received in respect of this point. In any event,
the decision did not turn on this because, if you check the press announcements
in respect of what they were going to do to work this situation out, you will
see they were not very informed.

Mr. Fisger: Mr. Chairman, if the question I now intend to ask has already
been answered please rule it out. I should like to ask both the minister and
Mr. McGregor whether they received any representations which might be called
official from any cabinet members of the provincial government with relation
to this particular issue?

Mr. McGREGOR: Perhaps T could answer so far as I am concerned. I have
not received any representations of that type, although I read in the newspapers
that the provincial government had interested itself in this problem.

Mr. McILrartH: I received one representation from—what do you call it
in French—a departmental administrative officer, so I presume it was written
on behalf of the government.

Mr. FisHER: Was there any formal representation made?
Mr. McILraITH: Yes, I would consider that it was formal.
Mr. GREGOIRE: Which department was concerned?
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Mr. Fisaer: Did this representative request for consideration, or was it a
request to be given the opportunity of presenting supporting evidence?

Mr. McILrarTH: It is difficult to comment from memory. I think it was
more in the nature of argument why the government should buy the Caravelle
aircraft.

Mr. Fisuer: How did you deal with this representation, Mr. McIlraith?

Mr. McInraiTH: I answered it by letter.

Mr. GREGOIRE: Which department was it?

Mr. MclILrartH: I should like to verify this, and I want to be free to correct
myself.

Mr. GREGOIRE: Was the letter from Rene Levesque? I think that is what
Mr. Fisher would like to know.

Mr. McILrartH: The letter was not from the minister.
Mr. Fisuer: I will ask my own questions.

Mr. McILraiTH: The letter was not from the minister, as I remember, but
I would like to check this to make sure. The letter was perhaps written by the
deputy minister of the department, but I would like to be free to correct myself
in respect of the name of the department in question. I believe the department
is called the Department of Industry of Quebec.

Mr. DEaACHMAN: Mr. Chairman, I should like to refer to page 14 of the
report, and specifically to the heading “Available Seat Miles and Revenue Pas-
senger miles”.

Mr. McGREGOR: Yes.

Mr. DEacHMAN: If you look at the red curve which represents the available
seat miles, you will see that goes up over a decade, from 1953 to 1962 in a
sharp curve, and the passenger miles, which are represented in black have been
ascending on a lower curve. If you look at the figure down below you will see
that the passenger load factor for 1953 was 70.3 per cent, and that has declined,
throughout its ups and downs, to 60 per cent, which is a decline of almost ten
per cent or slightly over ten per cent. On the surface it looks as though you
are becoming over-built. Can you explain these curves?

Mr. McGREGOR: Yes. First of all back in the 1950’s we had a high load
factor, somewhere in the 70 per cent area. You know that the load factor is
simply the percentage of seats occupied. This is an over-all annual factor. It
is made up in respect of transcontinental flights with one or two open seats
at most. A flight operating with a low density load on a low density leg will
perhaps not have half the seats occupied. This is an over-all average, and must
be treated with a great deal of care for that reason.

We came to the conclusion, as did many other air lines, that if the average
annual load factor is 70 per cent we are giving poor service. This means a
number of requests for specific flights on specific days are being denied. After
a good deal of experimenting we came to the conclusion that 65 per cent, in
respect of the average annual load factor, indicates that a reasonable proportion
of the total requests for specific flights are met. If it was above that it meant
that too large a proportion of the offered business was being turned away. We
strive to get 65 per cent, but with the increase in size of the aireraft it became
more and more difficult to engineer the total capacity to the predicted offered
traffic. The reason being, if in an attempt to keep the load factor to 65 per cent
you add one flight per day on a route that only had one flight per day, you
double the capacity and you tend to have over capacity.

You can see the load factor we have been experiencing during the last two

years, which has been 64.1 per cent, and 60.2 per cent. 1962 is substantially
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below our basic objective of 65 per cent. This is a situation which I am glad to
say is correcting itself. The 1963 load factor shows a recent tendency of coming
back up again, but not to the 65 per cent figure.

Mr. DEACHMAN: Mr. Chairman, I should like to ask one or two further
questions in respect of the section on equipment. May I ask them now?

The CHAIRMAN: Yes.

Mr. DEaAcHMAN: In regard to your shop facilities have you an excess of
shop capacity, and are you doing any work for other air lines in your shops?
At one time you did some overhaul work on some C.P.A. engines. Is that work
still being done?

Mr. McGREGOR: Yes, we overhaul the Conway engines on the C.P.A. DC-8s,
and have been doing so since they first purchased them. That is about the only
major piece of outside contract work that we are doing. We are bound to have,
so far as actual buildings are concerned, an excess capacity primarily because
the Dorval base is now completed and it was not built for only the immediately
foreseeable requirement. It is capable of being expanded and is being expanded.
Also, because of the continued retention of the Winnipeg base, in so far as
actual buildings are concerned, we have an excess of base capacity. This excess
does not extend to tools and personnel.

Mr. DeEacEMAN: Are you renting any of your excess lower capacity to
commercial or private air lines?

Mr. McGREGOR: No.

Mr. DEacEMAN: Have you any space available for rent?

Mr. McGreGeor: I would not think so. Our excess capacity involves a slightly
loose occupancy, but we cannot put a partition down the middle of it and make
it available to somebody else. 3

Mr. RHEAUME: Do you do any Trans-Air work at Winnipeg?

Mr. McGREGOR: We do work for Trans-Air on their Viscount.

Mr. DEaAcHMAN: Mr. Chairman, I still have several questions to ask.

In respect of your flight simulators, have you excess capacity? ;

Mr. McGREGOR: Yes, we have done outside training on our simulators, train-
ing C.P.A. pilots for DC-8s. We have made that service available to other people
as well.

Mr. DEacHEMAN: Is that a continuing business or is there still a demand for
that service?

Mr. McGREGOR: There has not been any new demand for the simulator that
I know of.

Mr. DeacHEMAN: Is there any demand?

Mr. McGREGOR: The simulator is a device you can work 24 hours a day,
or eight hours a day. It can always presumably be made available for use if
people are prepared to hang around waiting for it.

Mr. DEacHMAN: Do you think that C.P.A. would buy a simulator for train-
ing purposes?

Mr. McGRrEGOR: They may have bought a simulator for their Britannias.
I do not know whether they have or not. I know all their pilot training and
rechecking is done on our DC-8 simulator.

Mr. DEACHMAN: As you are training C.P.A. pilots on your DC-8 simulator
are they participating in the capital cost of that equipment in any way?

Mr. McGrecor: No, but they are paying an hourly charge for it.

Mr. DEacHMAN: You bear the capital cost which otherwise they would have
had to bear if they wanted to have a simulator of their own?
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Mr. MéGREGOR: That is correct.

Mr. DEACHMAN: Have you made any approach to C.P.A. with a view to
getting co-operation in areas where equipment can be used mutually in respect
of which they would pay a share of the capital cost instead of just a rental
charge?

Mr. McGREGOR: There have been exploratory talks in this area, but because
their base of operations and headquarters are in Vancouver and ours is basically
in Montreal, these have proved fruitless.

Mr. DEACHMAN: Are talks continuing along that line at all in respect of
the exchange of equipment and material?

Mr. McGREGOR: We have always had, I think, a general arrangement in
respect of the exchange of equipment and material at distant bases. That is, if
one of our aircraft needed a part in say, Edmonton, or one of C.P.A.’s aircraft
needed a part either air line would use the available part and then arrange-
ments would be made for accounting or replacing the part, depending upon
which was the most convenient.

Mr. DEaAcEMAN: There is no such thing as a general parts’ depot?

Mr. McGrecor: Not specifically, but we are participants in what is called
the over-all parts pool between international air lines.

Mr. DEaAcHMAN: Where is that pool located?

Mr. McGREGOR: It is not located anywhere. It is simply a right to draw on
other air lines’ stores wherever there is the need.

Mr. DEaAcHMAN: There is no such thing as a physical joint pool?

Mr. McGRrEGOR: No, because that would be just as unhandy as any of the
older arrangements.

Mr. DEacHMAN: What about ground handling equipment such as starters,
tractors, check-out equipment and the like, is there any joint usage here on
arrangement or do you bear the cost on your own?

Mr. McGRrEGOR: We bear the cost on our own and in some cases, we have
servicing agreements both to and from. That is, we do use another air line’s
facilities at, say, New York, and other air lines have used our facilities in
Montreal. This is always done on a straight contract basis and the charges are
calculated in relation to the volume.

Mr. DEacHEMAN: Do you feel there would be any savings to T.C.A. through
a joint user arrangement with other air lines in Canada at air bases across
Canada in respect of the use of hangars and other equipment, particularly
ground handling equipment, parts and the like?

Mr. McGREGOR: There might be apparent economies, but this is fraught with
practical difficulties. Any overhaul organization almost always demands even
within its own company, some policy of programming the work load. In other
words, we act with our own overhaul organization almost as though it was
a separate contracting company. We say we are going to put aircraft into its
hands on such and such a schedule. If this was not the case they would be
upset by peaks that would be extreme. There is nothing that an overhaul
organization likes less than to be suddenly confronted with an aircraft they
did not expect and have to do an engine change not on a time expired basis.
There have not been a great number of cases, even in the experience of the
big air lines in the United States operating on the same basis, making it possible
for them to take advantage of what appears on paper to be economies in
this area.

Mr. DEAcEMAN: Thank you, Mr. McGregor.

Mr. RHEAUME: Mr. Chairman, my question may be a sneaky one in terms
of going back, but is it a fact that it is impossible to get to and from Ottawa
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entirely on Canadian aircraft without changing aircraft because of the kind of
equipment, and because of the uneconomical nature of the short hauls, or is
this impossible because of the lack of traffic?

Mr. McGRreGoR: This is not so, particularly because of the lack of traffic.
It is not impossible at all. There is one flight originating in the east in Quebec
city, I believe, that eventually ends up in Ottawa. There are flights originating
in Ottawa that pass through Toronto. As the traffic requirements for specific
destinations grow, the number of flights are increased. Once upon a time
there was a flight, using a small aircraft, if I remember correctly, from Ottawa
to Windsor and then west. This flight was not very well patronized because
it passed by the big traffic-generating centre of Toronto. As traffic require-
ments justify point to point flying we do it just as fast as we can, because
it is obviously attractive and is economic.

Mr. FisHER: I want to ask Mr. McGregor a question relating to equip-
ment and facilities as a result of an answer Mr. McGregor has already given
us. I do not know whether he gave us his answer yesterday or the day before,
that the government still has under consideration the request of the Manitoba
representation either official or community. I have gone over this in my mind
and I still find a doubt. Has T.C.A. arrived at its decision with regard to the
Viscount, and is there a commitment in respect of Winnipeg facilities, or will
further consideration be given to these Manitoba representations which might
affect T.C.A.’s decision?

Mr. McILraiTH: I do not know how thoroughly I should pursue this sub-
ject regarding the consideration we are giving to these representations, but
let me suggest to you that if you consider the number of Viscounts in existence,
and the number that will be in prospective use until 1973 you will find a slight
difference.

Mr. FISHER: Yes.

Mr. McILrarTH: What is going to happen to the Viscount? Where are they
going to go? Where are they going to be serviced?

Mr. FisHER: You tell me.

Mr. McILraIiTH: I do not like crystal ball gazing, but I do like to be alert
about what should be done at the appropriate time. If in the interval there are
Viscounts used elsewhere I think the citizens of Winnipeg would feel very
strongly with considerable justification that every step possible should be taken
to assure them of the overhaul maintenance work.

There are 46 Viscounts in service now altogether owned by T.C.A.

Mr. McGREGOR: That is correct, as to ownership.

Mr. McILraiTH: There are 40 in operation.

Mr. McGREGOR: There are 40 assigned to line duties.

Mr. McILRAITH: Yes.

Mr. McGRrEGOR: This fact is perhaps not necessarily interesting, but I be-
lieve that the six redundant Viscounts are at present on option to a South
American carrier. I do not necessarily place a great deal of faith in the idea
that that means a sale.

Mr. McILraITH: Since I cannot precisely foretell at this stage the use
of the Viscounts which are not on T.C.A. route operations, I would expect that
you could follow the implications without any further information.

Mr. FisHER: I wonder whether your communications and considerations
might not relate to one of the requests from Winnipeg, and that is that the
DC-9s, when they come into service, have certain operation maintenance car-
ried out there because of the fact that the Winnipeg base would have some
advantages in terms of its geographical location.
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Mr. McILraiTH: That was not what was in my mind when I gave the
answer. What was in my mind related primarily to the Viscounts.

By the way, I think I should probably protect myself in respect of an
answer I gave a few minutes ago. It is possible that in the correspondence
dealing with this type of work in Winnipeg there may be a reference from the
Manitoba minister to have aircraft work done there, and I do not want to
exclude that possibility in giving the answer about having received no rep-
resentation from the provincial government.

Mr. FisHER: I would like to ask Mr. McGregor, in respect to the DC-9
matter, of the possibilities of Winnipeg being used for repair work. Is there
any possible hope that there may be some adjustments made in your de-
cision regarding the DC-9 and its maintenance and repair work in respect
of Winnipeg, or is that die almost certainly cast?

Mr. McGreGor: Mr. Fisher, I am sure the only honest answer to your
question is there is no possible hope. The Dorval base was built specifically as
a turbine aircraft repair base. It can absorb the DC-9 in the forecast owner-
ship. I am specifically talking about the overhaul work.

Mr. FISHER: Yes.

Mr. McGREGOR: We draw a clear distinction between overhaul and main-
tenance.

The DC-9’s will be operating through Winnipeg, and, as I said, they will
receive any necessary line maintenance work there; as for any other air-
craft overhaul job, it would be extremely uneconomical not to plan it into
Dorval.

Mr. FisHER: Is there any possibility at all that the growth factor and the
higher standard of living will give the kind of generation which will increase
the number of transatlantic passengers and throw out the projections you have
in respect of your aircraft acquisition and use at the present time and there-
fore have some ameliorating effect on the Winnipeg situation over a period
of longer than ten years?

Mr. McGReGOR: Mr. Fisher, it is quite possible our forecast of traffic growth
will prove to be conservative. I think it is almost equally possible that it might
prove to be optimistic. Certainly any changes in the forecast volume can be
compensated by accelerating or decelerating the acquisition of equipment. I

, must say in all honesty I find it hard to conceive of any deviation of that

kind having the effect of placing a substantial additional amount of aircraft
overhaul which could work into Winnipeg.

Mr. Muir (Lisgar): Mr. Mcllraith, when the Prime Minister announced in
the House of Commons that the operations at the Winnipeg base would be
extended to the year 1973 he assured the people of Winnipeg and Manitoba
that the employment at that particular base on an overhaul and maintenance
basis would be maintained at the present level or even increased between now
and 1973. I think the people of that province will be disturbed by statements
made in this committee by Mr. McGregor that the actual work force at the
maintenance base will be reduced at least by 200 before the year 1973, and
that anyone who will not seek employment elsewhere or will not qualify to
be transferred will be dropped. How do you reconcile those two statements?

Mr. McILrartH: I do not find any difficulty in reconciling those statements
at all. I think the Prime Minister’s statement is accurate and it means exactly
what it says. He went as far as 1973. The people of Winnipeg were very con-
cerned and had the impression that this base was being closed in 1966.

Mr. McGRreEGOR: It was to begin to be closed then.

Mr. McILrarTH: Yes; they had the impression the base was to begin to
be closed in 1966. They had read the statement of the president of T.C.A,,
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which was referred to a couple of days ago here in evidence. That statement
was dated November 14, 1962. They had read that statement, but failed to read
it correctly. In any event they had interpreted the part of it which referred
to the phase out early in 1966 as meaning a closing in 1966. The change in-
dicated in the Prime Minister’s announcement referred to a change in plans
by T.C.A. which involved the Viscount fleet, or part of the fleet being kept
in operation rather than being sharply phased out early in 1966, as was
indicated in the statement, which said it is quite possible that the Viscount
fleet will start to dwindle in numbers, perhaps quite rapidly early in 1966.
Instead of that happening, the projected plan, as has been mentioned in evi-
dence, involves 34 Viscounts remaining in operation through to 1973. That is
the basic change in the whole situation. This represents a reduction to 34 from
40, which is 34/40’s. Mr. Fisher asked me some questions which were very
relevant to this point, and I indicated to him certain ideas we had and hoped
to be able to bring about concerning other Viscounts no longer in use in other
"than the T.C.A. fleet on regular routes during these years.

Mr. Muir (Lisgar): I think that statement can be easily understood, but
that is not the point I was trying to draw to your attention. The point I was
trying to bring to your attention was the fact that the Prime Minister said
there would be no reduction; in fact, even an increase in the number of
employees at the Winnipeg maintenance base.

Mr. McILrRAITH: I do not think the Prime Minister made any such state-
ment. I think what you may have reference to is my answer to a question.

Mr. Muir (Lisgar): I was just going to say as a matter of fact I thought
you reiterated that statement, that this level of employment would be main-
tained with perhaps an increase.

Mr. McILrartH: I think I said I would hope it would be maintained at
approximately the same level.

Mr. Muir (Lisgar): Until we see Hansard we will leave it that way and I
will accept your interpretation.

Mr. McILraITH: I think that is what I said, and I still hope that will be the
situation.

Mr. Muir (Lisgar): The fact remains that Mr. Seagrim and Mr. McGregor
made statements before this committee that this force would be reduced by
at least 200.

Mr. McILrAITH: They were asked to give correct information regarding
the requirements of T.C.A. in respect of the operation of its fleet. Mr. Fisher
was the only one who picked up the difference.

Mr. Muir (Lisgar): I think we all realized that the number had dropped
to 34. I believe Mr. McGregor corrected me on that statement when I said
35 by saying 34. I am not talking about aircraft; I am talking about people, and
I have not received an answer in this regard.

Mr. McGREGOR: Mr. Chairman, I think I have given this answer, but if I
have not I would like to do so now. It is not T.C.A.’s intention in respect of
the Winnipeg base to employ at any time any more employees than are
required to carry out the work load presented by aircraft based there. As the
number of Viscounts are reduced from the present 40, which are expected to
be maintained through to 1966, when its starts downward toward the forecast
figure of 34, it seems to me quite obvious that prudent management would call
for a corresponding reduction in the number of employees. This reduction may
not be directly related to the number of Viscounts in service at one time. It is
related specifically to the work load which they present on an overhaul basis.
As the aircraft get older, then the work load in relation to a specific number
of Viscounts may go up, and I think this may be what the minister was refer-
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ring to when he mentioned a possible increase. The work load may remain
level, or it may go down if the number of Viscounts decrease, or if their life
is short.

Mr. McILRAITH: There may be Viscounts not owned by T.C.A. in service
there?

Mr. McGREGOR: That is a possibility.

Mr. McILraiTH: The point I am trying to make here is that Mr. Mc-
Gregor’s remarks are addressed specifically to the T.C.A. operated fleet of
Viscounts, and he-knows precisely what these figures are. What I have been
seeking to convey to the committee is that we are still hopeful that there may
be other Viscounts in operation which will be required to be serviced in
Winnipeg for overhaul.

Mr. Muir (Lisgar): Would you say that perhaps the people of Winnipeg
were misled inadvertently?

Mr. McInrarTH: I would hope not because I have been meticulously care-
ful to try to bring reality to this matter.

Mr. Muir (Lisgar): I am sure if there was any misleading it was done
inadvertently. Do you not think there is a possibility that they may have been
misled a little bit?

Mr. McILRAITH: There is always that possibility, because there certainly

was misunderstanding on this subject in the early months. I can assure you
of that.

Mr. FisHER: There is one Viscount at the present time which does not
belong to T.C.A. Where is it being overhauled?

Mr. McGREGOR: It is being overhauled at Winnipeg.
Mr. McILraITH: Yes, it is overhauled at Winnipeg.

Mr. FisHEr: Within the Viscount flight complex the situation may develop

where the use of Viscounts is increased as the airport is developed; is that
correct?

Mr. McGreGORr: That is correct, and I hope that might be the case.

Mr. FisHErR: The indications are, Mr. Mecllraith that the redundant
Viscounts of the T.C.A. fleet will be useful in a prairie ancillary air service and,
therefore as mentioned by someone else would be serviced in Winnipeg; is
that right?

Mr. McIurarTH: That is precisely the point.

Mr. MitcHELL: Mr. Chairman, I should like to ask a question in respect of
the section on facilities. Mr. McGregor, have you any reciprocal arrangement
with other air lines in Canada by which the air lines honour each others tickets
for transportation?

Mr. McGREGOR: Yes, in certain circumstances.

Mr. MiTcHELL: In other words, if I were not able to get a flight from Van-
couver to Toronto on your air lines, and approximately the same time I could

get on an aircraft operated by C.P.A., would my ticket be honoured, and vice
versa?

Mr. McGRrEGOR: You would have to go through a small manoeuvre known
as “endorsation” if you wanted to go by C.P.A. If you went up to the C.P.A.
counter and said: “Here is my T.C.A. ticket to Toronto; I want to travel on
your flight”, the man at the wicket would tell you to take the ticket to the
T.C.A. counter and get it endorsed. The agent there would sign it and you
would bring it back to the C.P.A. wicket and vice versa.



142 SESSIONAL COMMITTEE

Mr. MrrcHELL: I asked this question specifically in relation to Canada,
Mr. McGregor, because I know there is a reciprocal arrangement in respect of
foreign flights.

Mr. McGREGOR: Yes.
Mr. MitcHELL: I wondered if this arrangement applied in Canada.
Mr. McGREGOR: It applies in Canada as well, as I recollect it.

The CHAIRMAN: Gentlemen, are there any more questions on equipment
and facilities?

Mr. PucH: Mr. Chairman, I would like to refer again to the letter sent out

to the employees at Winnipeg on November 14, 1962. After that letter went
out there was quite a bit of furore throughout the system. Did you send out
another letter to your employees after that date?

Mr. McGRrEGOR: No. The only communication that may be called a general
communication to employees subsequent to this letter was a column appearing
in the company house organ which is called “Between Ourselves”. I en-
deavoured to interpret this letter at that time.

Mr. PugH: What was the issue?

Mr. McGRrEGOR: I do not know what issue it was, Mr. Pugh; I could check
it out for you. This was not specifically addressed to the Winnipeg base per-
sonnel as a letter. This is a house organ in which I write a column from time
to time, and I endeavoured to clear up the areas of doubt, misunderstanding
and friction through that column.

Mr. PugH: There was no doubt in your mind that these 34 Viscounts
would be in operation through to 1973?

Mr. McGRreGORr: At that time there was considerable doubt in this regard.

Mr. PucH: There was doubt?

Mr. McGREGOR: Yes.

Mr. PugH: Was there doubt at the time you wrote that letter?

Mr. McGREGOR: Yes.

Mr. PugH: When were you firm in your own mind regarding the 1973
retirement program?

Mr. McGREGOR: I was sure this autumn. That is when the completion
of the relationship between the new type and other turbo propeller aircraft
was definitely established.

Mr. PugH: Was this before you wrote the article for this magazine?

Mr. McGreGor: I think it was not before. I do not think the magazine
referred to the 34 Viscounts through to 1973. As a matter of fact, I am
sure it did not. I think there was an effort, as I say, through that column to in-
terpret this letter and draw attention to the basic economic facts of the situ-
ation, and the fact that there were facilities at Dorval which could absorb
the residual number of Viscounts, since the Viscount fleet might begin to get
so small that the idea of duplicating the base at Winnipeg would become eco-
nomically unsound.

Mr. PucH: Perhaps I could put it another way. Up until this fall you felt
it economically practical for the company to move out of Winnipeg and come
down to Dorval?

Mr. McGREGOR: Very definitely.

Mr. Muir (Lisgar): I should like to ask one qualifying question. I do not
understand your last statement, Mr. Mcllraith, when you said that the people of
Manitoba had been terribly misled.

Mr. McILraITH: I do not think I used the word “misled”. I think I said
they misunderstood the situation and I have repeated that several times. They

ST TN .
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overstressed or drew too much from the president’s letter on November 14.
That has always been the difficulty. There was an excellent delegation here
in June, and it was quite clear that their information was not as good as it
should have been. I think I read that letter to them on that occasion, but they
appeared to take it as if it was an indication of an absolute immediate close
down at that time.

Mr. Muir (Lisgar): I wanted to make sure that you are not referring
to a certain telegram that was sent to a candidate at the previous election.

Mr. McILrarta: I certainly was not referring to that telegram.

Mr. McGRreGOR: I would like to point out the astonishing fact that this
letter of November 14 was sent to the Winnipeg base employees, and there was
a period of some three weeks or a month after the receipt of that letter when
there was complete silence. It was not until—there is no other word for it—
a labour agitator had gone to work that this began to create excitement.

Mr. Muir (Lisgar): That is the first time I ever heard Mayor Juba called
a labour agitator.

Mr. McGREGOR: I was not referring to him.

Mr. McILrAITH: I inherited this, you know. I hope I did not create it. I do
not think I did.

Mr. RHEAUME: You asked for it.

Mr. McILrAITH: I suspect my predecessor in the portfolio was very glad
to pass it on.

Mr. BALCER: We enjoy very pleasant relations with the people of Winnipeg.

Mr. McILraiTH: I wonder whether I may take advantage of this oppor-
tunity to complete the record. I was asked about representations from the

provincial government. The letter I referred to came from the deputy minister
of a province.

The CHAIRMAN: It is from the deputy minister of the department of
industry and commerce.

Mr. McILraiTH: The opening paragraph refers to the absence of the min-
ister. My reply was sent to the minister.

Mr. BALCER: I remember reading in the press a statement that the pro-
vincial government had decided to make representations to the effect that no

- final decision should be taken without prior consultation with the provincial

government. That is what I read in the press and I am wondering whether it
is correct.

Mr. McILraiTH: That was not the point involved in the letter. The
letter and memorandum attached to it had reference to employment in
Quebec and the need for employment in the Montreal area, and specifically
at Canadair and that this could be achieved through purchasing the Caravelle.

Mr. BALCER: Have you discussed the point with either Premier Lesage or
Mr. Rene Levesque, or did you before making the final announcement in the
House of Commons?

Mr. McILrAITH: I did not discuss the announcement, no. I wrote the minister
and acknowledged the letter and informed him that I would be making a reply.

Mr. GrEGOIRE: Could you table the letter?

Mr. BAaLcer: Did you talk to Mr. Lesage or Mr. Levesque?

Mr. McILraiTH: I saw Mr. Levesque on one occasion and there was a
very brief reference to this subject. I told him I had received this letter,
I was the individual who broached the subject.

Mr. BaLcEr: What was his feeling in regard to this matter?

Mr. McILraiTH: His feeling was that it was important to get employment
in Quebec. He wanted employment for Quebec.



144 SESSIONAL COMMITTEE

Mr. GREGOIRE: Could you table that letter?

Mr. McILrAaiTH: The letter was concerned with unemployment in areas
for which they are responsible.

Mr. GREGOIRE: Could you table that letter so it will be printed in the
record?

Mr. McILrAITH: I am afraid I cannot do that without the consent of the
minister concerned.

Mr. GrEGoIrRe: Could you table it with his consent?

Mr. McILrarTH: I do not know whether it could be tabled in the committee.
It could be tabled in the House of Commons. If you wish to ask that it be tabled
in the house I could request the consent of the provincial minister in the
normal way.

Mr. GrEGOIRE: Could it be printed in the record of this committee?

Mr. McILrarTH: How could you include it in the record without holding
up the printing while consent was being requested?

The CHAIRMAN: Mr. Grégoire, I think the rule is well established that if
you want the production of a memorandum of that type, or letter, you should
move it in the House of Commons.

Mr. GrREGOIRE: All right.

Mr. BALCER: Mr. Chairman, I would like to ask the minister whether he
has received any comments from either Mr. Lesage or Mr. Levesque since
this decision was made to purchase the DC-9?

Mr. McILraiTH: I do not think I have heard from either of them. I met
Mr. Lesage very briefly at the commencement of the provincial-dominion
conference, but I did not have the opportunity of doing anything more than
extending the normal courtesies.

Mr. BALcER: He did not mention this subject?

Mr. McILraiTH: I did not have an opportunity to discuss the situation.
I was not closely connected with that conference. In any event, we have not
discussed this subject.

Mr. FisHER: I am rather puzzled by the whole business in connection with
Canadair and B.A.C., and I would like to ask the minister a question. I
should like the minister to express an opinion. If there was great pressure
from Quebec members of parliament, from the provincial government and
agencies of Quebec, I cannot understand why this was not in relation to B.A.C.
as distinct from Caravelle, since Canadair seem to have a working agreement
with B.A.C. rather than Caravelle. I wonder whether the minister could give
us his opinion as to how this illogical inexplicable situation developed?

Mr. McILrarTH: Mr. Fisher, I cannot give you my opinion on that subject
at all, but I can tell you that I gave that answer a great number of timgs
in the period between October 23 and whatever the dates were when this
matter appeared for final decision.

Mr. BaLcer: Did you receive any representations from Mr. Grégoire in
favour of the B.A.C.-1117?

Mr. McILrartH: I am sure you were in the house when I answered a
question in that regard.

Mr. GrEGOIRE: I did not make representations in favour of the Caravelle or
the B.A.C., I only asked that the aircraft be built in Canada.

Mr. McILraiTH: I do not recall any such reference to this subject.

Mr. FisHER: I should like to make one point clear. I am a bit of an
Anglophile myself and I would like to have seen the B.A.C. chosen and built
in Canada, perhaps even in Montreal. I think the record should indicate that
there is a bit of irony involved.
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Mr. McILRAITH: Some of the representations were addressed thoroughly and

specifically to employment in Canadair, and they did not seem to care which
- aircraft was to be obtained. Others specifically dealt with the purchase of the

Caravelle and these were the ones which got the most public attention. You
will notice that inherent in some of the exchanges with me during the question
hour as they appear in Hansard.

Mr. REEAUME: This remains a mystery to you, does it Mr. McIlraith?

Mr. McILRAITH: I do not know whether I should comment.

The CHAIRMAN: Gentlemen, I think we have pretty well covered the ground
in respect of equipment and facilities. May we now proceed to the section on
the board of directors?

May I have a motion to carry the section covering equipment and facilities?

Mr. MiTcHELL: I so move.

Mr. RHEAUME: I second the motion.

The CHAIRMAN: It has been moved by Mr. Mitchell, seconded by Mr.
Rheaume that we carry the section on equipment and facilities.

Some hon. MEMBERS: Agreed.

Motion agreed to.

The CHAIRMAN: We shall now move to the section covering directors. I
presume Mr. Grégoire you will have some questions.

Mr. GREGOIRE: Mr. McGregor, I see that among the board of directors there
are four appointed by the governor in council, the Hon. Leslie Frost, G. R.
Hackett, G. R. McGregor and R. S. Misener. There is not one French Canadian
appointed by the governor in council. I suppose this situation results from the
fact that the preceding government appointed these directors up until 1962.
Are there may renewals to be made, and when they are made will they be
English or French Canadian appointments, and I refer to the directors appointed
by governor in council?

Mr. McILRAITH: I must say that the board of directors were all appointed
prior to my assuming responsibility as the minister, but of the board of directors
as indicated on page 2, the first four are appointed by the governor in council,
and the other five are appointed by the Canadian National Railways. The report
states that they are elected by the shareholders which in effect means the
Canadian National Railways.

Mr. GREGOIRE: My question refers to the first four particularly.

Mr. McILrAITH: Yes. What are you asking in that regard?

Mr. BALCER: Mr. Chairman, I should like to point out that Mr. McGregor is
bilingual.

The CHAIRMAN: I think Mr. Mcllraith had his ear piece on.

Mr. GREGOIRE: Mr. Mcllraith, my question concerned the first four directors
of the board who were appointed by the governor in council. They were ap-
pointed to December 31, 1963. Is it the intention of your government to see that
there will be French Canadians among the first four directors of the board, or
at least one?

Mr. McILRAITH: There must be vacancies before we can make any appoint-
ments at all.

Mr. McGREGOR: They are named three different years so as not to have a
wholesale replacement of the board at one time. In the case of Mr. Hackett,
for instance, he is serving a