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ORDERS OF REFERENCE

HOUSE OF COMMONS,

THURSDAY, January 26, 1956

Resolved,—That the following Members do compose the Standing Com-
mittee on Railways, Canals and Telegraph Lines:

Barnett,

Batten,

Bennett (Miss),

Bonnier,

Boucher (Chateauguay-
Huntingdon-
Laprairie),

Buchanan,

Byrne,

Campbell,

Carrick,

Carter,

Cauchon,

Cavers,

Clark,

Decore,

Deschatelets,

Dufresne,

Dupuis,

Elljs,

Follwely,

Messrs:

Gagnon,

Garland,

Gauthier (Lac-Saint-
Jean),

Goode,

Gourd (Chapleau),

Green,

Habel,

Hahn,

Hamilton (York West),

Harrison, .

Healy,

Herridge,

Hodgson,

Holowach,

Hosking,

Howe (Wellington-
Huron),

* James,

Johnston (Bow River),
Kickham,
Lafontaine,

Langlois (Gaspé),
Lavigne,

Leboe,

McBain,

McCulloch (Pictou),
Mclvor,

Meunier,
Montgomery,
Murphy (Lambton West),
Murphy (Westmorland),
Nesbitt,

Nicholson,

Nixon,

Nowlan,

Purdy,

Ross,

Small,

Viau,

Villeneuve,

Vincent,
Weselak—60.

Ordered,—That the Standing Committee on Railways, Canals and Tele-

th
ti
Papers and records.

Me their observations and o

8raph Lines be empowered to examine and inquire into all such matters and
Ings as may be referred to them by the House; and to report from time to
pinions thereon, with power to send for persons,

Fripay, March 2, 1956.

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

Ordered,—That the following Bill be referred to the said Committee:

Bill No. 148 (Letter Z-2 of the Senate), intituled: “An Act respecting
Quebec North Shore and Labrador Railway Company”.

71622—13

MonpAay, March 5, 1956.

Ordered,—That the following Bill be referred to the said Committee:

Bill No. 151 (Letter Q of the Senate), intituled: “An Act to incorporate
Hydrocarbons Pipeline Limited”.
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4 STANDING COMMITTEE

MonpAY, March 12, 1956.

Ordered,—That the name of Mr. Maltais be substituted for that of Mr.
Gauthier (Lac-Saint-Jean) on the said Committee.
Attest, .

Leon J. RAaymoND,
Clerk of the House.

TUESDAY, March 13, 1956.

Ordered,—That, the quorum of the said Committee be reduced from 20
to 12 members and that Standing Order 65(1)(b) be suspended in relation

thereto.
Ordered,—That the said Committee be authorized to sit while the House

is sitting.

Ordered,—That the said Committee be empowered to print, for the use of
the Committee and of Parliament, such papers and evidence as may be ordered
by the Committee and that Standing Order 66 be suspended in relation thereto.

Attest.
Leon J. RAYMOND,

Clerk of the House.

REPORTS TO THE HOUSE

TuEespAY, March 13, 1956.

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

FIRST REPORT

Your Committee recommends:
1. That its quorum be reduced from 20 to 12 members and that Standing

Order 65(1) (b) be suspended in relation thereto.

9. That it be authorized to sit while the House is sitting.

3. That it be empowered to print, for the use of the Committee and of
Parliament, such papers and evidence as may be ordered by the Committee
and that Standing Order 66 be suspended in relation thereto.

Respectfully submitted,

H. B. McCULLOCH,
Chairman.

(Note: —This Report concurred in by the House. See Orders of Reference
March 13, 1956).

WEDNESDAY, March 14, 1956.

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

SECOND REPORT-

Your Committee has considered the following Bills and has agreed to

report them without amendment:
Bill No. 148 (Letter Z-2 of the Senate), intituled: “An Act respect-

ing Quebec North Shore and Labrador Railway Company”.

N i i i
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RAILWAYS, CANALS AND TELEGRAPH LINES 5

Bill No. 151 (Letter Q of the Senate), intituled: “An Act to incor-
porate Hydrocarbons Pipeline Limited”.

A copy of the Minutes of Proceedings and Evidence adduced in respect
of both Bills is tabled herewith.

Respectfully submitted,

H. B. McCULLOCH,
Chairman.

» WEDNESDAY, March 14, 1956.

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

THIRD REPORT

Clause 3 ,of Bill No. 151 (Letter Q. of the Senate), intituled: “An Act
to incorporate Hydrocarbons Pipeline Limited”, reported this day by the
Committee in its Second Report, provides for capital stock of one million
shares without nominal or par value.

Your Committee recommends that, for the purpose of levying the charges

specified  in Standing Order 94(3), the aggregate value of the said shares be
deemed to be twenty-five million dollars ($25,000,000).

Respectfully submitted,

H. B. McCULLOCH,
Chairman.

(Note: This Report concurred in by the House on March 14, 1956).






MINUTES OF PROCEEDINGS

TuEspAYy, March 13, 1956.
MORNING SITTING

The Standing Committee on Railways, Canals and Telegraph Lines met
at 10.30 am. The Chairman, Mr. H. B. McCulloch, presided.

Members present: Messrs. Barnett, Batten, Bonnier, Byrne, Campbell,
Carrick, Cavers, Decore, Deschatelets, Follwell, Gagnon, Gourd (Chapleau),
Green, Habel, Hahn, Hamilton (York West), Harrison, Healy, Hodgson,
Holowach, Hosking, Howe (Wellington-Huron), James, Johnston (Bow River),
Lafontaine, Langlois (Gaspé), Lavigne, Leboe, McBain, McCulloch (Pictou),
McCullough (Moose Mountain), Meclvor, Meunier, Murphy (Lambton West),
Murphy (Westmorland), Purdy, Small, Viau, and Weselak.—(39)

In attendance:

On Bill No. 148: Mr. Cuthbert Scott, Q.C., Parliamentary Agent, Ottawa;
Mr. Hugh E. O’Donnell, Q.C., Solicitor for the promoters, Montreal; and Mr.
W. H. Durrell, Vice-President and General Manager, Iron Ore Company of
Canada, Montreal. ;

On Bill No. 151: Mr. G. D. Weaver, M.P., Sponsor; Mr. E. H. Coleman, Q.C.,
Parliamentary Agent, Ottawa; Mr. R. K. McConnell, Director, Canadian Hydro-
carbons Limited, Toronto; and Mr. D. M. Deacon, Vice-President and Director,
Canadian Hydrocarbons Limited, Toronto.

On motion of Mr. James, seconded by Mr. Carrick,
Resolved,—That Mr. Cavers be Vice-Chairman of this Committee.

On motion of Mr. Purdy, seconded by Mr. Holowach,

Resolved,—That a recommendation be made to the House to reduce the
quorum from 20 to 12 members and that Standing Order 65 (1) (b) be
Suspended in relation thereto.

On motion of Mr. Murphy (Westmorland), seconded by Mr. Purdy,

Resolved,—That a recommendation be made to the House to empower
the Committee to sit while the House is sitting.

On motion of Mr. Harrison, seconded by Mr. Weselak,

Resolved,—That a recommendation be made to the House to empower
the Committee to print, for the use of the Committee and of Parliament, such

bapers and evidence as may be ordered by the Committee and that Standing
Order 66 be suspended in relation thereto.

On motion of Mr. Green, seconded by Mr. Murphy (Lambton West),

Resolved,—That the Committee print 650 copies in English and 200 copies

in French of the Minutes of Proceedings and Evidence in relation to Bill No. 148
and Bill No. 151. 3

The Committee commenced consideration of Bill No. 148 (Letter Z-2 of

the Senate), intituled: “An Act respecting Quebec North Shore and Labrador
Railway Company”.



8 : STANDING COMMITTEE

On the Preamble:

Messrs. Scott, O’'Donnell, and Durrell representing the promoters, were
called, explained the purposes of the Bill, and were questioned thereon.

The Preamble was adopted.

On Clause 1:

Mr. Green moved, seconded by Mr. Murphy (Lambton West), that Clause 1
be amended by deleting the word “ten” in line 9 of the Bill and substituting
the word “five’” therefor.

After discussion, and the question having been put, the said motion was
negatived on the following division: Yeas, 6; Nays, 30.

Clause 1 was adopted, on division.

The Title and the Bill were adopted.

Ordered,—That the Chairman report the Bill to the House without amend-
ment. \

The Committée then proceeded to consideration of Bill No. 151 (Letter Q
of the Senate), intituled: “An Act to incorporate Hydrocarbons Pipeline
Limited”.

On the Preamble:

. After introduction by Mr. Weaver, M.P., Sponsor of the Bill, Messrs.
Coleman, McConnell, and Deacon, representing the promoters, were called,
explained the purposes of the Bill, and were questioned thereon. The promoters
also filed an affidavit verifying that the authorized capital stock of the proposed
company will not exceed twenty-five million dollars ($25,000,000).

At 12.30 p.m., the Committee suspended proceedings until 3.00 p.m. this day.

AFTERNOON SITTING

The Committee resumed its proceedings at 3.00 p.m. The Chairman,
Mr. H. B. McCulloch, presided.

Members present: Messrs. Barnett, Bonnier, Buchanan, Byrne, Campbell,
Carrick, Deschatelets, Gourd (Chapleau), Green, Habel, Hahn, Hamilton (York
West), Harrison, Hodgson, Holowach, Hosking, Howe (Wellington-Huron),
Johnston (Bow River), Lafontaine, Lavigne, Leboe, McBain, McCulloch
(Pictou), McCullough (Moose Mountain), Meunier, Murphy (Westmorland),
Nixon, Purdy, Small, Viau, and Weselak.—(31)

In attendance: .

On Bill No. 151: (same as morning sitting).

On resumed consideration of Bill No. 151:

The Preamble, Clauses 1 and 2 were adopted.

On Clause 3:

On motion of Mr. Hosking, seconded by Mr. Byrne,

Resolved,—That, for the purpose of levying the charges specified in Standing
Order 94 (3), the Committee recommend to the House that the proposed capital
stock, consisting of one million shares without nominal or par value, be deemed
to be twenty-five million dollars ($25,000,000).

élauses 3 to 10 inclusive were adopted.
The Title and the Bill were adopted.

Ordered,—That the Chairman report the Bill to the House without
amendment.

At 3.30 p.m., the Committee adjourned to the call of the Chair.

A. Small,
Clerk of the Committee.

it




EVIDENCE

March 13, 1956,
10.30 a.m.

The CHAIRMAN: Gentlemen, we have a quorum.

The first item of business is organization motions and we have to appoint
a vice-chairman.

Mr. JAMES: Mr. Chairman, after a lengthy deliberation with my col-
leagues, I move, seconded by Mr. Carrick, that Mr. Cavers be vice-chairman
of the committee.

Motion agreed to.

The CHAIRMAN: The second item of business is that a recommendation be
made to the house to reduce the quorum.

Mr. Purpy: Mr. Chairman, I move that a recommendation be made to
the house to reduce the quorum from 20 to 12 members and that Standing
Order 65 (1) (b) be suspended in relation thereto. Mr. Holowach seconds this
motion:

, Motion agreed to.

The CHAIRMAN: The next motion is to empower the committee to sit
while the house is sitting.

Mr. MurpHY (Westmorland): Mr. Chairman, I move that the committee
be empowered to sit while the house is sitting.

Motion agreed to.

The CHAIRMAN: The next item is a recommendation to the house to
eémpower the committee to print, for the use of the committee and of parlia-
ment, such papers and evidence as may be ordered by the committee.

Mr. HagrisoN: I move that a recommendation be made to the House to
empower the Committee to print, for the use of the Committee and of Parlia-
ment, such papers and evidence as may be ordered by the Committee and
that Standing Order 66 be suspended in relation thereto.

Motion agreed to.

Mr. GreeN: Mr. Chalrman, I move that the Committee print 650 copies
in English and 200 copies in French of the Minutes of Proceedings and Evi-
dence in relation to Bill No. 148 and Bill No. 151.

Motion agreed to.

The CuamrMAN: We will now consider Bill 148, (Z2 of the Senate), an
Act respecting Quebec North Shore and Labrador Railway Company.

On the Preamble:

At this point I wish to call the parliamentary agent, Mr. C. Scott, Q.C.,
and any other witnesses we have here.

Mr. C. Scort, Q.C.: Mr. Chairman and gentlemen, the first bill, respect-
ing the Quebec, North Shore and Labrador Railway Company, is merely a
bill to extend the time in the construction of a section of the railroad.

‘We have, on behalf of the proponents of the bill, Mr. Hugh E. O’Donnell,
Q.C., who is the solicitor, and Mr. W. H. Durrell, vice-president and general
manager of the Iron Ore Company of Canada. If it pleases the committee I

would suggest that Mr. O’Donnell explain the bill first, and then Mr. Durrell
will give evidence and answer any questions.

9



10 STANDING COMMITTEE

Mr. Hugh E. ODonnell, Q.C., Solicitor for Quebec North Shore and Labrador
Railway Company, called.

The WITNESS: Mr. Chairman and members of the committee, this is a
very simple bill. It is merely asking for authority to extend the franchise for
a further ten years. The railway was incorporated, as hon. members know,
in 1947 and its purpose was to permit the construction of a railway from a
point on the St. Lawrence river to Ungava Bay. It might be of interest if I
were to point out on the map here where it is. Seven Islands is the port on
the St. Lawrence and Ungava Bay is at this point. The railway is shown
here on the map; the line of the railway is set out and it runs from Seven
Islands to Schefferville which is 375 miles; 138 miles roughly from the river
to the southern boundary of Labrador and then for a distance of 212 miles
across Labrador and back into Quebec at Schefferville which is approximately
25 miles beyond; there is approximately 300 miles from Schefferville to
Ungava Bay, and at the present time there is no requirement for transporta-
tion in that area. .

Mr. Durrell can give hon. members any information they may wish on
that area. There is"prospecting going on but nothing in the nature of iron
ore deposits and finds which require transportation at the present time.

The purpose of this bill is simply to extend the time within which the
railway must be constructed for a further period of ten years. The railway
has to date cost $123 million, and the people who are operating the venture
have at the present time a capital outlay at the end of December of about
$255 million. The railway is operating. This last year it has hauled roughly
eight and a half million tons and it is expected that next year it will haul
approximately twelve million tons, so it is really a going proposition.

If there is any need for projection of ‘the road beyond the point where
it is, and should the traffic there warrant it, the need will be met. It is
suggested that a ten-year period is not too extensive because the line has to
be surveyed, arrangements made with contractors and so on, and it will take
some little time after it becomes evident that a railroad might be required.

I do not know that there is much more I can say. This is strictly a private
enterprise proposition. There have been no subsidies of any kind whatsoever
given to the railroad. It had even to buy the right-of-way both in Quebec
and in Newfoundland. - It was not given the right-of-way free of charge as
has been not infrequently the case. I would suggest that the request it fair
and proper and that it be favourably considered. Mr. Durrell is here and if
hon. members would like any further information he is thoroughly familiar
with the entire area and development.

By Mr. Cavers:

Q. Mr. Chairman, after the track has been laid, during what period of the
yvear will it be/possible to operate the railway from Schefferville to Ungava
Bay?—A. That Mr. Durrell will be able to tell you. Ungava Bay, I under-
stand, would be open three or four months of the year. Mr. Durrell will be
pleased to give you that information.

By Mr. Green:

Q. Mr. Chairman, I would like to ask Mr. O’Donnell a question. There
was a dispatch in yesterday’s Gazette, Mr. O’Donnell, to the effect that Lake
Shore Mines would be the directing force in a major exploration program in
the Ungava area over a very substantial area. This project will cover such a
wide field that it is intended to invite several other mining companies to
participate in the exploration program. Is this company concerned in any
of this program?




RAILWAYS, CANALS AND TELEGRAPH LINES 11

Mr. W. H. Durrell (Vice-president and general manager, Iron Ore Company of
Canada):

No, sir.  Part of the assets have been acquired by the Little Long Lake
Gold Mines who had extensive holdings in the region and I believe they intend
to have Lake Shore participate in their holdings. I think they will do some
diamond drilling and we have high hopes they might find something worth
while.

By Mr. McCullough:

Q. Did I understand Mr. O’Donnell to say that the total expenditure by
the company has been $255 million? Did he tell the committee what portion
of that has been cost to the railway and what proportion cost to the mining
company?—A. The railway’s cost was $123,353,000 and the balance is the
loading docks at Seven Islands and the mining equipment and operations at
the Schefferville area.

Q. You stated the expenditure and that no subsidy has been given to this
company. Could you tell the committee what royalties, if any, have been
paid the province of Quebec?—A. The royalties are payable to the province of
Quebec and the province of Newfoundland. You will appreciate that, while
this map shows a boundary, there is some question in this part of Canada as
to where that boundary is and the mines as a matter of fact do, I think,
straddle the boundary. The royalties are payable depending on whether the
ore is taken from Quebec or Newfoundland and are payable to one of the
provinces. That is a matter I think to be determined. Royalties are payable
to both provinces and taxes are payable to the federal authorities, and there
will be substantial taxes, I understand, in respect of 1956.

Q. Then, is the royalty on the ore basis or on an income basis; how is it
calculated?—A. The royalties are worked out differently in both provinces.
Mr. Durrell can give you full detail on that.

By Mr. Johnston (Bow River):

Q. How much is the royalty?—A. I would ask that you direct that question
to Mr. Durrell. It is a matter of public record and entered into between

the Iron Ore Company and the province of Newfoundland and the province
of Quebec. '

By Mr. McCullough:

Q. Due to the fact that you are asking for an extension of ten years,
would you tell the committee what would be the approximate cost of the
completed railway?—A. I cannot tell you that. To date the 355 miles have
cast $123,000,000-odd. It depends upon what type of construction work there
is on the railway from Seven Islands to Schefferville which is as difficult rail-
way construction as has been experienced anywhere in Canada. The railway
there is one which presented problems that were not outmatched even in
the Rocky Mountains. Mr. Durrell can tell you all about the details of
building that railway.

Q. Another witness, then, will tell us the terrain up there and perhaps
tell us about additional difficulties.

By Mr. Mclvor:
Q. There is no cost to the dominion government?—A. No.

Q. That is good.—A. In fact they paid Quebec and Newfoundland for
the right-of-way.



12 STANDING COMMITTEE

By Mr. Langlois (Gaspé):
Q. How much property for the right-of-way has been bought in New-
foundland and in Quebec?—A. I have no figure.
Q. Could Mr. Durrell answer that?—A. Yes.

By Mr. Hahn:

Q. How many types of mining are carried out at Schefferville?—A. The
only mining ‘to date is the iron ore mining.

By Mr. Follwell:

Q. Are there any restrictions on traffic? Will this railway carry only
company traffic?—A. This railway is a railway under the Railway Act and
comes under the jurisdiction of the Board of Transport Commissioners. It
has to provide carriage for whatever the traffic offers. It is a public railway.

Mr. CAVERS: Probably Mr. Durrell could explain some of the questions.

Mr. W. H. Durrell, Vice-president and General Manager, Iron Ore Company of
Canada, called.

The WirNess: Mr. Chairman and gentlemen, I will be glad to answer
any questions the committee asks.

By. Mr. McCullough:

Q. I would like to ask the gentleman a question in respect to the franchise
which your company holds in that area. Is it a monopoly franchise or is it
possible for small prospectors to go in and stake claims A. No, it is not
a monopoly. We had a concession in Quebec and one in Labrador covering
a certain territory. Eventually in Quebec it will be 300 square miles and in
Newfoundland 1,000 square miles. The rest of the country adjacent to our
concessions is open to the small prospector.

By Mr. Hamilton (York West):

Q. Up to the present point I assume that the railway has been built in
an area which will serve the mine which your company is working.—A. Yes,
and other ‘companies. There are other companies in the vicinity of Lake
Wabush and we expect that in a year or two we will be hauling ore for
those companies.

Q. Are they in existence?—A. In the exploration stage.

Q. They are not producing?—A. Not yet, no.

Q. In connection with giving this authority to you, is your company
prepared to go ahead and build this even if another group of companies are
involved in the work north of where you are now?—A. Our interest, in terms
of ground ore, is very small. If there is sufficient development to justify the
extension of the railway we want to build it.

Q. Would there be sufficient justification for your company to have built
what it has now if it were not in the mining business itself in that area?—
A. Without the large bodies of iron ore we have developed or discovered at
Knob Lake it would not have been feasible, but with the tonnage there it is
definitely justifiable, and even this year at the rate we have established to
haul ore we will be paying substantial taxes in the first year of operation.

Q. What you are saying is that the railway is a profitable venture from
the transportation standpoint only and it does not have to be tied up with
the mine.—A. At the present time but four our mining venture it would not
- have been practicable;

S
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Q. If some other customer at a point further on developed, the railway
could be built and operated at a profit?—A. We would expect it would.

Q. Is it being operated at a profit now distinct from your mining opera-
tions?—A. No. There is no other traffic but the iron ore and the few other
exploration companies. No, it could ‘not, obviously.

Q. Accountingwise, what I would like to know it, is the railway as a
separate entity making money as distinct from your mining operations?—
A. Definitely, yes.

Q. You say the railway then could be extended and make money looking
after somebody else’s mining interests?—A. Yes, if there was sufficient tonnage.

By Mr. Hodgson:

Q. Who set up the freight rate of the railway?—A. We established the

freight rate and had it approved by the Board of Transport Commissioners.

Q. If some other mining company wants to start they can use the rail-

. way?—A. We have quoted rates to other companies in the Lake Wabush area

and if they are not satisfied with those rates they will take them to the
Board of Transport Commissioners. There is one rate for everybody.

Q. Who sets the rate?—A. The railway establishes the rates with the
approval of the Board of Transport Commissioners.

Q. They have the power to set the rates?—A. There is one rate for
everybody. )

Q. Who sets the rates?—A. The railway establishes the rates with the
approval of the Board of Transport Commissioners.

Q. Suppose another mine wants to operate in there?—A. We come under
’the Railway Act. '

Q. But suppose some other company wants to open up a mine in there
and we are asked to give them a'charter?—A. We come under the Railway
Act and we are subject to all the regulations under that act just the same
as the Canadian National Railways, the Canadian Pacific Railway or any other
railway. : :

Q. You could make the railway show a profit at the expense of the mine,
or you could make the mine show a profit at the expense of the railway,
could you not?—A. No, we cannot do that.

By Mr. Cavers:

Q. If you decide to establish this line, that is, to push through to Ungava
bay, during what periods of the year will the railway be able to operate?—
A. We are operating now to Knob Lake. In the winter there is very little
traffic. We cannot haul iron ore in the winter because that freight is not in
transit. We run two trains a week. There is less snow between Knob Lake
and Ungava bay than there is between Knob Lake and Seven Islands.

Q. Do you think: it would be economically feasible to operate a line
from Schefferville on during the whole of the year?—A. Yes. From the
standpoint of snow conditions there would not be any great problem.

By Mr. Purdy:

Q. With respect to the terminal facilities at Seven Islands, does your
company own them?—A. The terminal facilities at Seven Islands are owned
by the Iron Ore Company of Canada and not by the railway. The terminal
company has an outlet to the government dock.

Q. Are the piers owned by the Iron Ore Company?—A. The loading docks
are part of the mining company’s property because we have to have grading
Prepared at the terminals to make the grade for our customers. So the

terminals at the loading docks are owned by the Iron Ore Company and not
by the railway.
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Q. But the federal government built part of those piers?—A. The federal
government did not build anything for us, that is, for the Quebec North Shore
and Labrador Railway Company, or for the Iron Ore Company. They did
build a small dock for the use of. the community. However the Iron Ore
Company of Canada built its own docks. We have sixteen hundred feet of
dock in place. But the small dock which was built by the government was

for the benefit of the community and not for the company. We have our own
dock.

Some small boat may bring in supplies for a customer which are consigned
to Schefferville. There is a wharfage toll for that tonnage, and they would
pay whatever the going charge is.

Q. Do you pay harbour dues?—A. No, because we are the only people
who spend any money at the Seven Islands port. There is this little dock
there. The Iron Ore Company paid for the dredging and for everything
concerned with its development.

: Q. There are no harbour dues charged to you?—A. No harbour dues.

By Mr. Hosking:

Q. What would be the position of a mining company that was ready to
develop a property north of your property if you had the right to build the
railway up there? Would they be permitted to put in an extension in order
to develop their own property and you would not?—A. You mean in extension
from our main line to their property?

Q. Yes—A. Yes. Such a right was granted to Lake Wabush. On this
map here this is Lake Wabush, and there is a very substantial tonnage of
concentrate there, at this point not owned by our company.

If the government granted a charter to them, it would be a branch line
to our railway but not a part of our system. Whenever they present a car
to our railway, we would haul it up there to Seven Islands and they would
have the right to build their own branch line.

Q. Suppose that half way up to Ungava bay there was a property which
some other company wished to develop, but which, it might be, your company
would not wish to have developed. What would the position be then with
respect to their joining up and using your railway? Would this charter prevent
them from building a spur in the direction of Ungava bay?—A. They could
apply for a charter, I imagine. But that is a legal question and I am afraid
I could not answer it.

By Mr. Green:
Q. Your company built this railway in order to get out your own iron ore
deposits in the vicinity of Schefferville?—A. That is right.
Q. That is the real and only reason that you constructed the rallway"
A. We had sufficient tonnage to justify the building of the railway.

Q. Have you any righfs north of Schefferville towards Ungava bay?—
A. Yes. Our company and our subsidiaries are doing a lot of work in that
region. When you say “rights”, you mean ground?

Q. Yes.—A. We have a subsidiary company called “Orlando” mines which
spent several million dollars in the last few years to justify the extension of
the railway.

Q. Would you please point out on the map where you have these deposits
and rights north of Schefferville?—A. On this ground we staked the same as
any other prospector. But at this point, Fort McKenzie, we have a small

copper showing, which is not possible to work without transportation, and it
" does not have sufficient tonnage as yet to justify an extension.

Anh Lo A"i.""‘ -
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Between Leaf Bay and the coastal area we have considerable holdings,
and we are doing a lot of drilling; but we would hardly call it ore today. It
would be if it were just outside Montreal; but we need large tonnage to justify
an extension to the railway.

Q. Are these iron ore deposits?—A. No, base metal deposits, copper and
nickel.

Q. What other companies or groups have rights, or are working in that
area between Schefferville and Ungava Bay?—A. I could not name them all,
but there are a number, such as Long lake gold mines which is in the same
general -vicinity. They are about here on the map at this point, south of the
Koksoak river, and Fentimore iron is in there. They will be doing considerable
work with their base metal concessions. The Labrador trough is about 50
miles west, and in this 35 miles of the western section is where they find iron.
Due east of this brown area, there is a belt about 15 miles in width.

Q. That little strip from Schefferville to Ungava bay is a very promising
area?—A. Yes, it is very promising. I can show you this map which deals
~ Wwith geology. You will note on this map that there is an area that they claim

to be favourable to base metals. Brown shows the iron formations. We
would not say that they are mines but there is a possibility that they might
develop. There is one deposit near Fort McKenzie and another one here, and
quite a few have execellent surface showings between the coastal area and
Ungava bay.

Q. They are all in the base metal zone as distinct from iron ore?—A. Yes,
the iron ore zone is brown. 7

Q. If there is all this interest being taken in this area now, from Schef-
ferville to Ungava bay, do you not think that development is likely to be very
{‘apid.—A. We hope so, and with the extension of our railway to Schefferville
it is much cheaper to operate north. You can fly from Schefferville much
cheaper than you can from the Lake St. John region. In the past that has
been a reason for the high cost of preliminary exploration.

Q. Mr. Durrell, we have been reading in the papers frequently about the
Possibility of a huge smelter being construction in Labrador in order to smelt
Ores of different kinds. Where would it be located? In what general area
Wwould it be located?—A. What you have read may have had to do with re-
mar.ks concerning our company, but we are doing considerable research work
having to do with electrical reduction of some! of ,our ores which require con-
Centration. But that is still in the research stage. It is promising and if it does
take place, it would help to develop the Lake Wabush region where our com-
Pany also owns large deposits.

Q. In that Lake Wabush area, are there deposits of base metals or iron
ore?—A. Iron. When we talk about base metal reduction, we are talking
about the lower grades of iron ore.

Q. Will you please go on and explain about the smelter?—A. If it is
constructed, it could be near Lake Wabush or at Schefferville. We do not

OwW because we are nét far enough advanced.

Q. What about Ungava bay? My understanding is that there was some
Suggestion that there could be sufficient power developed at Ungava bay to
Warrant the establishment of an aluminum plant?—A. At Ungava bay? I
have not heard that, sir. There is at Grand Falls in Newfoundland a potential
of 4 million horse power but we have heard only rumours, as far as I am
concerned, of a possibility that they might establish an aluminum industry
In the vicinity of Seven Islands and bring the power by transmission into that
area. I have read about the possibility.

5 Q. How far is your railway from the potential power site?—A. About

mlles: It is not within highway construction; and if they decide to establish
an §llum1num plant at that site, it hardly seems possible that they would build
a highway from our railroad to Grand Falls.

gy
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Q. Does your company have any associated companies which are interested
in the development of power? I say that because under your charter section 11
states that subject to the provision of section 368 of the railway act, the
company shall have the power to generate and acquire power.—A. Yes, in
Newfoundland we have to develop power for our own requirements.
Q. Under this charter you would have the right to develop power on a
- very substantial scale?—A. Yes, but you have to take that up and acquire the
right from the province. Therefore while the charter, as I understand it,
would give us that right, it would still mean negotiations with the province
in reference to acquiring that right.

Q. Does your company have in mind any installation giving large power
production of the type that would be required by a smelter or refinery?—A.
Not the railway company.

Q. Or any associated companies?—A. No. Unless we develop it for our
own use and quickly, the rights that have been given to the company—for
example, the British Investment Corporation have the right to develop that
power in Newfoundland, and unless we acquired the right to develop our power
before they did, to develop our power for our own requirements, then we would
have no right.

Q. Who are the directors of this railway company, and what is the tie-up
between it and the Iron Ore company?—A. I have not got a list of the directors
of the railway company with me. Jules Timmins is president.” I am vice-

- president. J. I. Rankin is a vice-president. Mr. Alphonse Raymond is a
director, and there are one or two others. They are all Canadians, I believe,
with one exception. .

Q. Who is the exception, and who does he represent?—A. He represents
the H. A. Hanna company.

Q. Of Cleveland?—A. Of Cleveland, yes. .

Q. And who are the shareholders of the railway company?—A. The Iron
Ore company of Canada. The railway company is a subsidiary. The principal
Canadian shareholders are the Labrador Mining and Exploration company, and
the Mining and Consolidated Gold Mines. |

Q. What about the American shareholders?—A. The shareholders in the
Iron Ore company are composed of about five steel men, including the Ranger
and Labrador mines. ‘

Q. The American companies own the majority of the shares in the rail-
way company?—A. The Iron Ore company does, but I am not sure of the
exact split. -

Q. Could you find that out for us?—A. That could be readily obtained,
yes. Certainly there would be no difficulty at all.

Q. And what about the Iron Ore company? Were you going to give

us the names of the shareholders?—A. It has all been published many times,

so we could get it. : .

Q. You could produce it?>—A. Oh yes. y

Q. Mr. Durrell, you are asking for a ten year extension of the power
to build this railway from-Schefferville to Ungava bay. Have you any inten-
tion to start with the work in the near future?—A. If anything justifies it:
if someone finds mines of sufficient size, we could start right away.

Q. What objection have you to making the time limit five years instead

of ten? I ask you that question because a ten year extension would mean that

you could sit and do nothing for ten years when in fact nobody else could get
in there—A. Anyone else could apply for a charter. '

Q. What would be the sense of somebody else applying for a charter
to build north of Schefferville when you already have the right to build
that .lin(-e?—A. The reason we would like to have an extension is that the
terrain is very difficult. For about 50 miles north from Schefferville the
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terrain is difficult. That is in the vicinity of Fort McKenzie. It would take
at least three years even to complete the surveys. ‘

We built our railway from Seven Islands north in four years by means
of using air transportation at a high cost, because we had the tonnage there
and we were asked by the two governments to make it available as soon as
possible. But the base metal tonnage is much smaller than the iron ore, and
the cost would be too great. But that would not be the case if the railway
were built north in an orderly way and not in a terrific rush.

Q. If you had an extension for ten years, from 1957, not from 1956, really
for eleven years, then you would not necessarily have to do anything what-
ever about seeing to that railway for eleven years; yet your right would
exist. Isn’t that correct?—A. That could be right if there was no traffic.

Q. Have you any particular objection to getting an extension of five
years instead of ten years?—A. Having in mind the length of time required
to make surveys, five years is not enough. )

Q. Five years in that country which is developing very rapidly, and in
Which there are other groups interested, might not be a very long time?—
A. The public is only now becoming interested and we do not know to what
extent they are going to work. We hope they will make a real effort but
we do not know.

By Mr. Langlois:

Q. I wonder if the witness might not answer a question which was put
to Mr. O’Donnell regarding payments made by both Quebec and Newfoundland,
and whether or not they are on a mileage basis and so on.—A. The right-
of-way was on the basis of the actual cost, you mean?

Q. Yes.—A. $5.00 per acre.

Q. With some payments by both provinces?—A. I think so. I would
not say for sure; but I do not believe I would be too far wrong.

Q. Mr. O’Donnell said that Mr. Durrell would answer a question about
the rates being paid to both the governments. What are. those rates?—A. In
the province of Quebec we pay the rates which are set forth in their mining
?Ct; and in addition to that—in other words, we pay the same taxes that
‘Noranda” mines or any other mining company pays; and in addition to that
tax we pay a rental of $100,000 a year, which has no connection with the
tonnage. It is just a rental. In addition to the standard mining taxes set
forth in the Quebec mines act, which all other companies pay, we pay all
’;)hose taxes and in addition $100,000, which is something no other company
. bays. 4e !

Q. What about Newfoundland?—A. In Newfoundland we have an arrange-
ment whereby we pay a percentage of the profits and also there is a small
rental paid.

Q. What is this rental tax?-—A. I have not the bill with me. It is in
the bill which was published some years ago. We could get that information
for you, but offhand I would only be guessing if I attempted to give it.

By Mr. B/furphy (Lambton West):

Q. You have some concessions granted to you by both provinces?—
A. That is right.
Q. Is that by reason of your exploration work?— Do you get anything
from either province because you are going to build a railway and develop
iggsar.ea?—A. I believe the original concessions were granted in Labrador in
» In Quebec in 1941 or 1942; and at that time that was a remote area.
, Q. How were they based?—A. How were they based you ask?

Q. Yes?—A. In terms of miles?
71622—9 7
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Q. Yes—A. In Quebec and in Labrador, originally it was for 20,000
square miles; but we reduced that so much each year until, offhand, the
company has selected 1,000 square miles.

In Quebec where it was originally around 3900 it will be reduced in
three years from now.—

Q. Does the extension of this railway have anything to do with the
concession?—A. Nothing at all.

Q. I wonder whether from your own knowledge or from the knowledge
of your experts—supposing you were to' start the railway extension—you
could say how long it would take. Suppose, for example, you start next
year.—A. It would take a minimum of four years unless of course we did
something like we did on the other section, that is, flew in all our supplies at
" a fantastic cost.

Q. If you had an extension of five years from next year, that will give
you six years will it not?—A. Yes, but we would require at least two or
three years to make surveys before starting construction.

Q. You spoke about surveys you have made north of Scheffervelle—
—A. No, we have not made any surveys north of Schefferville.

Q. I think you mentioned a while ago that the first 100 miles or so would
be easy.—A. Easy compared with the section immediately to the north, which
~is not as difficult as the middle section.

Q. How long would it take to do that first 100 miles?—A. The country is
dotted with lakes and it is difficult to say. I would be guessing.

Q. Would it be any more difficult than the terrain you have already
accomplished?—A. The first 100 miles north of Schefferville would be com-
parable to the distance 100 miles south. It is more difficult than anything we
have so far accomplished in Canada apart from what was done in the Rockies.
As I said the cost is very high. We have some sections which cost over a million
dollars a mile. Those are north of Schefferville.

Q. I think our ‘concern is this Mr. Durrell: in the event of some other
groups obtaining permission they might be jeopardized by the long extension
that will be granted to you by this parliament?—A. We would be in the same
position as the Canadian National Railways and the Canadian Pacific Railway.
If anyone has enough tonnage to justify it we would be only too pleased to get
going right away. oA

Q. Suppose you were granted a five year extension together with the year
ahead of us, which would give you six years, could you complete the project
in that time?—A. No we could not. We would not be able to make our surveys
and complete it.

By Mr. Langlois (Gaspe):

Q. Are you in a position to make an estimate of the probable cost per
mile of the extension you are asking for?—A. From Seven Islands north it
would cost almost $400,000 a mile. I might add that we have a railway that
is the most modern on this continent. We had to make it that way. The rail-
way extension running north would be more like the Canadian National and
the C.P.R. It would not be quite to the same standard. We have to haul this
summer between 80,000 and 90,000 tons of ore a day, and that is a lot of tonnage;
so we built a road there with that in mind. It is built, as I say, to a very high
standard—more than would be required to haul a lesser tonnage than the
tonnage we have in mind.

Q. What is the average cost of that part of the line between Seven Islands
and Schefferville?—A. It is $123 million for roughly 355 miles. It could have
been built for half that amount if it had been built to a lesser standard.

p———
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Q. You say for half that amount?—A. Approximately. But we thought
that over a period of years we would be justified in building the type of railroad
that we have.

Q. So that was responsible for the higher cost?—A. That, and the fact we
had to build it in such a short time. Construction of that railroad would
normally have taken between 10 and 15 years. There was no means of getting
into the country. You could not even get a road into it; it is a most rugged
terrain with steep cliffs and narrow valleys. That is why we had to fly in
almost everything that we needed in order to get the railroad built and the cost
was tremendous.

Q. A while ago you mentioned docking facilities at Seven Islands. Are
you not making use of the government-owned docks?—A. Hardly at all. We
have 800 feet of loading docks for loading iron ore and 800 feet of additional
dock used for general purposes. We are renting part of a shed for the
handling of food stuff and so on.

Q. Incoming freight?—A. Yes. Just for very light stuff such as food stuff.

By Mr. Carrick:

Q. Have you in mind any estimate of the time likely to be needed for
this construction?—A. My understanding is that it would take at least six
years. ; :

Q. Would you feel justified in commencing the construction of the rail-
Way right away? I understood you to say earlier that the date of beginning
construction depended upon exploration to be carried out in the northern
territory.—A. There is nothing at the moment to justify the construction of
a railway. Surveys show areas which may be suitable for mining develop-
ment, but so far, as I said, we know of nothing which would justify beginning
construction. '

Q. So in addition to the six years you think it would take to complete
the project you would need to have a period of time in which to consider
Whether it would be justified to begin construction?—A. It would take at
least three years to locate sufficient tonnage.

By Mr. Hamilton (York West):

Q. What did you have in mind when you got your original franchise?
Was there some prospect you were going to need this development?—A. At
the time the charter was acquired in 1947 we knew from evidence of surface
deposits that there would be substantial tonnages of iron ore. The situation is
entirely different in the case of base metals which usually require an under-
ground mine for their extraction. Thus it takes much longer to develop
and prove a base metal mine than an iron ore mine.

~ Q. What I mean is this: when you made your original application to
this committee you must have known that you had a definite iron ore body
but you were still prepared to ask for this franchise with a time limit to go
through this area which, you now say, is not proven to the extent which
Would justify taking action.. What has made you change your mind?—A. We

ave not changed our minds. We asked in 1947 for the right to build a railway.
We built it to Knob Lake. The geology to the north is favourable and
Masmuch as we own the railroad and have built it at terrific cost is it not
I"j‘-"as.onable that we should be the logical ones to extend the railway? It is
available to everybody; we developed the country and I think we have made

R V;?ry substantial contribution to Canada in building this railroad.
1622—23 :
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By Mr. Hosking:

Q. I understood you to say that if any other company wished to build
another line there would be nothing to stop.them.—A. There would be nothing
to stop them.

Q. I suggest that it would be damaging to free enterprise if we were to
cut these people back. They have gone ahead and developed this section of
the country in a very large way. To step in now and say “five years” when
it takes three years to carry out an adequate survey would in my opinion be
most discouraging. To say now “we don’t trust you; we are going to make
you do this in a certain way and we are going to embarrass you by insisting
on this” is in my opinion a terrible blow to free enterprise and would be
discouraging to capital. If any other organization which is interested can
build another line beside the present one I cannot see what the difficulty would
be in meeting this proposal. When I raised my original question I saw the
danger of a possible monopoly, but the witness told us straight out that anyone
could build a line who wanted to build one. Surely we should not hamstring
people such as the present applicants.

By Mr. Green:

Q. When you showed the committee the small map you showed us a
stretch of base metal territory running to Ungava Bay and to the west of it a
similar stretch of iron ore territory.—A. Yes, there is a possibility of finding
enrichment in it. There has been a great deal of exploring done on the iron
ore field apart from the low grade ore in the vicinity of Ungava bay.

Q. There are iron ore possibilities on the way north from Schefferville to
Ungava bay?—A. I do not say somebody would not find an iron ore mine in
between. The most central deposit of high grade ore which we have is about
50 miles northwest of Schefferville at a place called Eclipse.

Q. Whose is that?—A. It belongs to the iron ore company.

Q. Supposing another company were to find a big iron ore mine in that
area? You say you would extend your line in order to get out this competitive
iron ore?—A. Yes sir. We offered to operate the railroad into Wabush Lake,
a property which may go into production before too long, but they preferred
for various reasons—I believe so they could get some assistance from one of
the provincial governments—to build their own branch line. But, as I say,
we did offer to build a railroad to Wabush Lake. Our rates from Seven Islands
to Schefferville for household commodities and so on are, I might add, the lowest
in Canada. We are not out to exploit people. We have established rates for
the transport of household goods and similar articles which are not rivalled
by any in the Dominion of Canada.

Q. These are your own employees?—A. No, anybody else’s. Those who
are really “cashing in” are the mid-Canada line. They are taking advantage
of the low rates. :

Q. In your charter you have the right to make an agreement with other
companies for sale, lease or amalgamation and also to purchase railroad shares
and securities of other companies. Are any contracts of that kind in existence?
—A. No; none at this time.

Q. You have not taken advantage of that section?—A. No.

By Mr. Langlois (Gaspé): i
Q. Just a while ago you gave us the figures of your traffic from Scheffer-
ville to Seven Islands. Can you tell us what is your total traffic from Seven
Islands to Schefferville?—A. You mean in terms of tonnage? In 1955 we
hauled 8} million tons of iron ore besides general supplies. I have not got
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the figures for general supplies with me at the moment, but 8,527,000 tons
of iron ore were moved. In 1956 if the weather is good and all goes well we
hope to haul 12 million tons.

Q. You have no figures with regard to northbound freight from Seven
Islands to Schefferville?—A. Not at the moment.

Q. What type of passenger service are you providing on this line?—A. We
are running three trains a week in the summer. We bought good coaches last
year, and our passenger rate is comparable to that of the other railways.
I mentioned earlier that our freight rates for household commodities and
similar articles is the lowest we could find in Canada, and that is without the
advantage of the 20 per cent subsidy.

Q. What about the wages that are paid to your manpower? How do they
compare with those paid by the C.P.R. and the C.N.R.?—A. Our. wages are a
* little better for the simple reason that we cannot haul iron ore in the winter.
We could, however, haul a concentrate,-but the ore we are dealing with
contains a considerable amount of water and thus our traffic is limited to six
months of the year, though within that period it is very heavy. We pay almost
as much in those six months as would normally be paid in twelve months.

Q. That means that although your operations are reduced in the winter
months there would be no “lay-off”?—A. Not very much lay-off. We do have
some. Movement from Montreal east in winter is heavy, and the two big
railway companies have a surplus of manpower in the summer which we are
able to use. It works out very well.

By My. Hosking:

Q. What is the size of cars used by your company?—A. Ninety long tons.
They are very heavy cars.

Q. How many ore cars could you put on the train?—A. This year we are
hauling an average of 130 cars per train. We will haul 16,000 train tons in-
cluding the cars.

Q. How many miles an hour would you average on that run?—A. With
loaded trains, about 30 miles an hour.

Q. I understand they are using diesel power?—A. Yes, exclusively. We
have two steamers for hauling in the spring.

By Mr. Weselak:

Q. I understand wou have the right to bring the railway from Schefferville
to Ungava Bay. Dose your original charter contain any provisions giving you
exclusive right?—A. No.

Q. There will not be a further application?—A. No.

By Mr. Howe (Wellington-Huron):

Q. In 1947 when this charter was first given was any consideration given
to asking our two railway companies to build this railway? Where they ap-
Proached by the Iron Ore Company to build this railway?—A. That I cannot
answer. I became a member of the company late in 1947. I was not an em-
Ployee of the company when the original bill went through.

Mr, Lancrors (Gaspé): The answer is no.

By Mr. Howe (Wellington-Huron):

Q. A lot of our railway lines are not too profitable and this was a nice one
to add to our Canadian National Railways system.—A. In 1947 when I came
to the company we did not have enough ore in sight to justify the building of
a railway. We spent $10 million in exploration work before we found enough

tOnnage, and it was in 1949 that we had sufficient tonnage in sight to justify
a railway, ;
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By Mr. Langlois (Gaspé):

Q. I understand your company has made an extensive study of the pos-
sibilities of heating the cars in order to be able to haul this ore during the
winter months.—A. We have been trying over 75 years on the Mesabi Range to
do the same thing and no one has come up with an answer. We have not
found a way and neither have the operators in the United States. If a carload
of ore is completely frozen the cost of thawing that ore is more thant the value
of the ore in the car. When the ore is freezing you just have to cease opera-
tions.

Q. If your smelter is built we understand this will make possible winter
shipments and increase your operations?—A. Definitely.

By Mr. Hamilton (York West):

Q. Could I go back to the question asked before Mr. Langlois started, in
which you said that in 1947 you did not have any indication at that time as to
what this area could produce. It was not until 1949 that $10 million had been
spent and you knew exactly where you were going. You still came here in
1947 and asked for the right to build this railway, not knowing exactly what
you would be producing and you are in the same position today. Why do you
need the ten years? You say to us that you do not know what is up there,
but you were in that position when you came here in the first instance.—A.
In 1947 we did not have sufficient tonnage; in 1949 with intensive drilling and
an expenditure of about $10 million we had sufficient. We are in exactly the
same position. Now we know that our surveys show a possibility. There is
no difference between our position now and our position in 1947; it is very
similar. : :

Q. Is not two years sufficient for you to prove that out and another fou
vears sufficient to get this road built?—A. No, sir. Proving base metal deposits
could take considerably longer. Mostly our ore was surface deposits and it
did not take too long to draw those. It took a little over two years, three
years; we were three years proving tonnage. A lot of that ore had been
found in 1936, so actually exploration work in connection with the Iron Ore
Company deposits had been going on since 1936.

Q. Do we not have that same background—

Mr. McCuLLOUGH (Moose Mountain): May I ask you, Mr. Chairman, to
ask the members of the committee to stand up when they are asking ques-
tions? It is very difficult to hear and this conversation back and, forth makes
it impossible for us at the end of the room to hear.

Mr. Lancrois (Gaspé): Mr, Durrell, have you been requested by any of
the companies holding mining rights north of Schefferville for this extension?

The WiTnEss: No, sir. We have not.

By Mr. Follwell:

Q. Mr. Chairman, I would like to ask the witness a question. First of
all we have not been able to hear anything down here. Would you mind
asking the witness if we can repeat two or three questions? How many trains
do you run at the present time per day or per week? You said something
about doubling up in 'six months.—A. We haul ore in the summer only—in
six months, usually from the middle of May until the middle of November.
Our traffic is very heavy during those six months. In the winter months we
run supply trains, two or three trains a week at the present time.

Q. Do you anticipate running ships from Ungava bay when you get
complete development?—A. Not our company; no, sir. But if they develop

large deposits of iron ore of commercial grade they will no doubt haul it
from Ungava bay by ship.
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Q. Did you tell the committee it had been indicated somewhere not
seven miles from Knob Lake area there were some very substantial iron ore
showings?—A. There is a deposit at Wabush lake which we understand might
be developed and in which event we would have to haul the ore. It would
be subject to the Board of Transport Commissioners regulation; they would
have to approve it and they would assure it was at a fair rate. We are
subject to all their regulations.

Q. That is very near the end of your line?—A. No. It is 40 miles west
of Mile 224 on our line.

Q. Are there not some showings which have been proven up or are in
the process of being proven up somewhere between Knob Lake and Seven
Islands?—A. I read in the paper that Jones and Laughlin had optioned some
~ ground. They have not done work yet, but will this summer. We are pre-
pared to handle their tonnage if they bring it to us.

By Mr. Hahn:

Q. Is the harbour at Seven Islands operated by the company?—A. The
ore loading facilities are operated by the Iron Ore Company of Canada, not
by the railway.

Q. Has there been any dredging done in that area?—A. Yes, by the
Iron Ore Company of Canada, and we have 37 feet of water at low tide.
We did considerable dredging of it.

Q. At low tide 37 feet?—A. Yes. The new ore carriers will carry up to
45,000 or 50,000 tons of ore, so it requires a very substantial dock.

Q. Does the harbour itself fill in at all?—A. In some sections, not where
Wwe located our docks. We are reasonably free from silting conditions.

Q. You are not doing any dredging on a regular basis?—A. .Not yet. We
may have to later.

Q. The Iron Ore Company paid for the dredging?—A. Yes, every cent of it.

Q. The employees on the railway are union employees?—A. Yes.

Q. And you say the rate of wages they receive is higher than the C.N.R.?7—
A-_I would say they are a bit higher. Their take home pay is higher. It is
Paid on a mileage rate. It is on both hourly and mileage rate and looking
at th}é payrolls our manager on the railway has informed me their take home
Pay is somewhat greater than they would receive on the other railways.

Mr. LancLois (Gaspé): Do they have the 40-hour week.

The WiTnEss: No.

By Mr. Hahn:

Q. How many employees do you have?—A. In the summer months we
have about 1,200. . :

Q. What does it cost per mile to operate railway as it is now operated?—
A. That is a question which is a little hard to answer. Certain sections of it
are different from some of the others. It is a new railway and our main-
tenance for the next five years will be greater than when the road bed is
stabilized,

Q. It is a diesel-operated railway?—A. Yes.

Q. How long do you expect your rolling stock will last?—A. The ore
cars are the best design we know of and will last for 20 or 30 years I think.

Q. And how frequently do you intend to replace your locomotives?—
A. That depends entirely on the maintenance program. They will last
Probably for 25 years; that is a guess.

Q. The reason I asked this question is, as gentlemen of the committee
are aware, that we have had considerable difficulty with replacing of diesels
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on our C.N.R. lines, and the dieselization turnover. I think we should be
able to compare our railway line with what you have and arrive at a basis
as to why you can operate cheaper or give lower rates, as you apparently do?—
A. No. We just do on certain items.

Q. Could you give us the rate on iron ore?—A. $3 a ton from Scheffer-
ville area to Seven Islands. It is 355 miles to Schefferville. The average
haul of ore would be about 310 miles.

Q. Are there no stations along the route where you stop your trains?—
A. Yes, at the divisional point at Moisie, Mile 186. There are other sidings,
but that is the only divisional point. When you look at the C.N.R. and the
C.P.R. it is not a fair comparison. We just operate on a large scale six
months of the year and have plenty of time to overhaul during the winter
months. If we were using our locomotives twelve months in the year as
the other railways are, the requirements would be entirely different.

Q. Do you have your own maintenance shops?—A. Yes, very extensive
shops.

Q. You do all your own work?—A. Yes.

Q. Your equipment is bought from the United States or from Britain?—
A. It is bought in Canada. Our locomotives come from London, Ontario.
Canada Car have built most of our ore cars. We bought a few cars in the
beginning in the United States when steel was not available here. We were
instructed to purchase it there. They did come from the United States on
instructions from the government owing to the shortage of plate at that time.
That was away back in the beginning. Since then we have been buying
almost 100 per cent Canadian, and in the $255 million I do not think probably
more than 5 per cent went out of the country.

Q. How much tonnage would you expect a mining firm other than your
own to show ‘you before you would be willing to extend your railway into an
area? Let us say indications were that about half way up there was another
mining area which looked very equitable?—A. They have substantial tonnage
there and we offered to bring a branch into the mines, but the mines preferred
to build their own branch. I do not know what tonnage they have. They are
talking eventually of shipping about three million tons a year from that area,
Lake Wabush.

Q. Your charter calls for the acceptance of any ore from any other mine
that might load, to your own?—A. Yes. Under the railway act as a common
carrier we are in exactly the same position as the C.N.R. or the C.P.R.

Q. They need only to prove to the satisfaction of the Board of Transport
Commissioners that there is a need for the extension of your line and you
would have to build it into that area?—A. If it were economical we would have
to haul whatever they bring.

By Mr. Murphy (Lambton West):

Q. You mentioned a rate for the 355 miles of $3 a ton?—A. For iron ore.

Q. For iron ore. How does that check with other railway companies for
the same distance?—A. I would say it was just about the same. It is, roughly,
one cent per ton mile. The average rate from Knob Lake to Seven Islands is
about -8; and the Canadian National rates from Atikokan to Steep Rock, or
rather to Port Arthur, is about the same, but it is a more difficult haul. For
the first 150 miles we have no adverse grades but we do drop down a hill for
1,900 feet for about 100 miles and so it is a more difficult haul than it is from
Steep Rock to Port Arthur, where the rate is approximately the same.

Q. You operate for six months?—A. That is right.

Q. Your railroad is making money?—A. At that rate we shall be, and we
expect that by the end of this year, allowing for some depreciation, which
we are allowed, we shall be paying taxes.

Q. On railway operation?—A. Yes.

.J_‘d_‘!
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By Mr. Langlois:

Q. Referring to the construction of new ore carriers a while ago, are
those ore carriers being built by your company?—A. Not by the Iron Ore
Company of Canada, but by partners of that company.

'Q. Where are they being built?—A. In the United Kingdom. Two have
just recently been launched with 31,000 long ton capacity, and they will be
in service next year. There are more being built at the present time by other
partners; that is not the Iron Ore company.

Q. Can you tell the committee if those ships are designed to carry grain
and wheat on east-bound voyages?—A. They would be very satisfactory for
that purpose. »

By Mr. Holowach:

Q. What possibility is there of your not building this mine?—A. We are
about where we were in 1947. With favourable geology we have every hope
that enough will be. found in the north to justify the extension, but it is in the
lap of the gods. You have to find it out.

Q. Do you feel that it will take approximately ten years to discover
Whether it will be economically feasible to build that line?—A. I do not think
it should take ten years; it depends on how many companies are working,
_and the extent and the rate at which they work. For instance, my dad worked
In Chibougamau in 1905, and it took them 50 years to build the railway.

Q. Are you aware that there are other companies who are interested in
the completion of this line?—A. I do not know of any.

Q. How do you intend to finance your line? Can you tell us?—A. We
financed this line ourselves. We did not go to anybody for assistance. Out
of the $255 million we have spent for capital expenditure, we borrowed $145
million from insurance companies. I regret to say that Canadian insurance
Companies were offered the first “crack” at it but unfortunately we only had
four who would participate. They felt that the development of the north
country was not properly justified so the bulk of our money came from American
Insurance companies.® Canadian companies were offered the first chance. That
Was a blow to me. I am a Canadian.

Q. Do you feel that this extension will experience the same problem?—A.

I do not know. It may be that we could get money in Canada now.
4 Q. With respect to the metals hauled on your lines at the present time,
1s that metal processed in Canada or elsewhere?—A. In Canada, in the United
Klngdom, in continental Europe and in the United States. We are selling
to three Canadian steel companies. We are selling ore in the United Kingdom,
and we are selling ore on the continent and in the United States.

By Mr. Hosking:

_ Q. Could you tell us something of the troubles you have had about buying
rails, pProcuring your rails to go in there?—A. We did have fairly good co-
Oberation. I would say that 90 per cent of our rails came from Sydney, and
the other 10 per cent from the Sault. At the time we were buying rails every-

0dy wanted rails and we had a lot of headaches in procuring equipment that
We required to do this job.

Q. It was just before the Korean affair?—A. Yes. We were authorized

o commence construction at the end of 1950 and we began in earnest in 1951,

When all materials were in tight supply and there was a terrific bottle-neck.

By Mr. Murphy (Lambton West):

Q_- To what extent did the Canadian insurance companies participate?—A.
$2 million, -

Q. Out of how much?—A. Out of $145 million.
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By Mr. McCullough (Moose Mountain):

Q. You are asking for a ten year extension. Does that require any minimum
expenditure, or does it just give you a complete blank franchise?—A. I do not
think it requires any minimum expenditure.

Q. I understand that at least for accounting purposes the Quebec North
Shore and Labrador Railway Company and your Iron Ore Company have
separate accounting practices?—A. Definitely.

Q. Would you be prepared to give to the committee the annual invest-
ment or cost of each of these from 1947 to date, showing the expenditure
as well as the income from the investment?—A. The information is available,
if the committee requests it. We could make it available.,

Q. I would like to have it.

By Mr. Green:

Q. A few moments ago you mentioned the countries to which you were
selling iron ore. Have you got the percentages?—A. I have not got them
with me. I am sorry, but I could give you a rough idea. This year, in 1956,
we shall be sending approximately, two million tons to Europe. I think
most of it will go to the United Kingdom. Probably we shall sell between
one million and two million tons in Canada, while the other tonnage which
we sell will go to the United States.

Q. What is your total production for this year?—A. For 1956, 12 million
tons. We hope to establish 12 million. But that is problematical. It depends
upon many other factors.

Q. Out of 12 million tons, between eight million and nine million will
go to the United States?—A. Yes. We also import quite a bit of ore from
the United States into Canada. At present the Steel Company of Canada
has an interest in a mine in the United States and they get a lot from there.

By Mr. Hamilton (York West):

Q. Can you give us the total Canadian consumption?—A. The Canadian
consumption last year was just under five million tons.” Dosco has its own
mine, but they buy other ores with which to “sweeten” their own ore.

Algoma buy Michigan ores. The Steel Company of Canada has an interest
in a mine in the United States, and it is developing a mine up the Ottawa
river. We are selling all the ore we can produce.

By Mr. Green:

Q. Is the ore which you sell smelted by your company in any way?—
A. The ore we sell is just raw ore.

Q. You are merchants of raw iron ore?—A. That is right.

The CHAIRMAN: Carried. Are there any further questions?

Mr. GREEN: Will you call the first clause now?

The CHAIRMAN: Shall the preamble carry?

Carried.

Clause 1—“Extension of time for completio_n of line.”

Mr. GREEN: On clause 1, Mr. Chairman, I would like to move an amend-
ment in line 9, to substitute the word “five” for “ten”. The result of that
would be that the extended time within which this company could complete
the extension to Ungava bay would be five years from the 14th May 1957
instead of ten years. In other words, they would have until the 14th May 1962.

In support of this amendment I point out the nature of this railway changes
from Schefferville to the north. The company built this line from Seven
Islands to Schefferville for the purpose of getting out this company’s own
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ore, the parent company’s own iron ore. But once it goes beyond Scheffer-
ville then the company has no specific interest, and the line will then become
a railway for the use of other Canadians who are interested in that particular
area. There is quite a different background, then, for the construction from
Seven Islands to Schefferville.

I would point out also that the area is developing rapidly. Mr. Durrell
admitted that himself. We all know it and it is common knowledge. Many

other people are taking an interest in getting into this area north of
Schefferville.

Then Mr. Durrell also pointed out that there are iron bearing formations
all the way up from Schefferville to Ungava bay. It may very well be that
there will be just as large mines north of Schefferville as there are at the
Present time in the vicinity of Schefferville itself. So I suggest to the com-
mittee that this company, which, after all, is only a subsidiary of American
Steel companies should not have a strangle hold on this country north of
Schefferville going to Ungava bay.

It is all right to give this company a concession, but there is no rhyme or
Treason why this company should have a strangle hold on the country in question
for ten years. They can sit down and do absolutely nothing for ten years,
and in fact nobody else can move into that area.

Mr. Carrick: That is not true. Why not?

Mr. GreeN: You may make your own argument. It would be foolish for
any other company today, with this company having a charter for a period
of ten years. - They would suffer no harm whatever if given an extension for
only five years. Then they would be able to come back to parliament at the
en_d of that time, and if they are people who at that time are considered
?hgible to build the railway, or have taken any steps to indicate that they
Intend to build the railway then parliament will, without any question, give
them a further extension. -

That should be the case in a very important and rapidly developing area
of this kind. We cannot be too careful about handing out a ten year concession
to a private company, and particularly to a private company controlled by
huge American steel interests.

Make npo mistake about it. If this is done, then control will go right
down to Cleveland. The decision is not going to be made in Canada by
Canadians. The decision is going to be made in Cleveland by Americans.

I suggest that this committee should be a little careful in recommending
to the house that this company get an extension of ten years at this time. Let
them have an extension for five years and at the end of that time let them
Come back here to parliament. Therefore I move my amendment seconded
by Mr. Murphy (Lambton West).

Mr. BarneTT: I wonder if the member who moved the amendment would
be willing to go a little further. I can understand the purpose of this amend-
ment, that the bill should then read that the company was to commence
Construction of this railway within a period of five years. But as I understand
it .the amendment was simply to specify that the company must complete the
Tailway within five years from the date of the bill; and that would suggest
0 me that the proposal is tantamount to saying that if this bill is to have any
‘Meaning or effect whatever, what we should be saying to the company is that

€y must commence immediate construction or survey of this railway.

: Otherwise, at least as I understand the evidence that was given by the
Witness for the railway company—otherwise it would be a physical impossi-

bi.lits_' to complete the railway within the time in which it is supposed to,
Within this bill.
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I would like to know whether or not my friend considers that his amend-
ment is made on the basis of the evidence, and if he is suggesting in fact that
the company must immediately commence the extension of that railway
northward from Schefferville to Ungava bay.

Mr. GReeN: Well, the original charter provides that the company must
within five years from the passing of this act commence to work on the line of
the railway and must within ten years after the passing of that act complete
the said line. They have already complied with the first part of that provision
by actually commencing construction. We are asked to make an amendment
simply to extend the time allowed from then years to twenty years. My
amendment would have the effect that they would have to complete the line
by 1962.

An Hon. MEMBER: And commenced right away.

Mr. HAMILTON (York West): I do not think there is anything in this
amendment which indicates that the line must be commenced this year and I
do not think there was anything in the evidence which we have heard to sug-
gest it must be.

An Hon. MEMBER: Yes, there was.

Mr. HAmiLToN (York West): There was an indication that it might take
a couple of years to prove out that there is a sufficient body of ore to warrant
construction of a line north. This whole plan was quite satisfactory to this
company back in 1947 and they did not have anything proven in this area at
that time. They were satisfied when they came before this committee at that
time to start construction within five years and complete it within ten years. If
they were satisfied at that time it would surely be making a considerable con-
cession to grant a further five year extension now and I do not think it is any
disability so far as the company is concerned for them to come here, let us say
in five years’ time, and indicate whether they feel there is sufficient reason for
them to go ahead and ask for a further extension.

If there is anything I don’t like it is public monopolies. I like private
monopolies little more—or less, if that is the correct English—and if we take
one ‘step further here, then we are going to establish monopoly control com-
pletely outside this country in a matter affecting the natural resources of this
country. The mover of the resolution has intimated that this is what is at
stake here; it is handing over control of Canadian national resources to Cleve-
land. We have seen enough of that kind of thing done in Canada for the last
15 years and it is time we called a halt. We should try to turn the clock back
and secure control of our own resources and see if we ourselves can make a
major contribution to mining and processing.  Five years will give this com-
pany adequate time for them to make a decision in connection with what it
proposes to do. I do not think the statement made by Mr. Hahn was pro-
perly answered. He said: ‘“does that mean that if there is something proven
out there you people must go ahead and get the stuff out?” They have no
such responsibility. If you bring the iron ore to them and place it on their
doorstep, then under the Railway Act they must carry it, but they do not have
to go out and seek freight. If it is suggested than anybody can go out and
build a line of this kind, I say we must consider how this would work out in
practice. Here we have an organization which, for all practical purposes, has
had an exclusive concession in this area. If somebody else should seek to come
into it they would certainly be told: “there is already in existence a company
which is developing the area.”

Mr. BYrRNE: The hon. member who has just spoken states that he has
an aversion to monopolies. I have an aversion to inconsistency. The evidence,
as given in answers to questions by Mr. Green, has shown that there is
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no potential market at the present time:for iron ore concentrate in Canada.
The steel companies now operating within Canada have their own iron ore
deposits. Now the Conservative party policy—the policy that they seem to
intend to develop in the future—is that Canadian products should be used
entirely within Canada. . .

Mr. GReeN: Mr. Chairman.

Mr. Lancrois (Gaspé): Let him make his speech.

Mr. CARRICK: You want a monologue as well as a monopoly.

Mr. GREEN: If the hon. member for Kootenay East (Mr. Byrne) is going
to discuss Conservative policy I would like to know whether that is in order
here because in that case I would want to take some part in the discussion.
The hon. member has misrepresented Conservative policy by saying we do
not want any of our natural resources to be exported. I think he should be
ruled out of order for entering on a discussion of that kind. Either that, or we
should all be ruled as being in order if we proceed with it.

Mr. BYRNE: Mr. Hamilton has already this morning entered upon the
question of policy—whether this should be a Canadian monopoly or otherwise.
In any event it has been shown that there is no immediate market for ore
in Canada. I think it is also true, and should be brought out in this com-
mittee, that should there be a market in the near future the company
here concerned could supply a measurable amount of concentrate to Cana-
dian companies. s

Mr. Green is so insistent that a line should be built to Ungava bay
immediately .

Mr. Green: I did not say that.

Mr. BYyRNE: . . . -. or within five years in order, one may presume,
that more iron concentrate may be produced. The inevitable result would be
that if ore concentrate were produced it must be shipped and that it would
Cconsequently be shipped to a foreign market.

h For my part I think this company has done an admirable job in develop-
Ing the northern part of Quebec up to the present time, and I have sufficient
faith in free enterprise to feel that if they were convinced that it was
€conomical at the present time to continue the line to Ungava Bay they would
do so. They have invested their money without recourse to subsidies from
either government and I think we should take kindly to this request that
the line should be completed after the ten year period.

Mr. Lancrors: I do not agree with the suggestion made by the mover
of this amendment and by Mr. Hamilton that by accepting the amendment
We would be giving a delay of five years to the company in which to make
up its mind. This amendment is apparently based on a misunderstanding of
the.bill because—if you read the bill—it is apparent that after this ten-year
period, which the amendment proposed to reduce to five years, the company
must complete and put into operation the proposed extension. Therefore if
We cut this delay to five years it means the company would have to start
the building of this railroad tomorrow. We have heard evidence this morning
that it took four years to build the first part of the railroad and that the terrain
om Schefferville north to Ungava Bay is still worse than the experienced
In the construction of the first part of the line. Mr. Durrell also mentioned that
it W(_Juld take some three years before a complete survey is made of the
terrain north of Schefferville, This means that even if the company started
Work tomorrow it would not be able to complete the railroad within five
%’ears as has been suggested by Mr. Green in connection with his amendment.

« It would take at least seven years and probably eight or nine years.

i
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Mr. CARRICK: Mr. Hamilton has suggested that because the company
received the power to complete the railway within ten years under its original
charter that constituted a responsibility upon the company to complete the
construction within ten years. I do not agree. Everybody knows that when an
applicant comes before this committee a period of time is mentioned which in
the best judgment of those presenting the case is a period likely to be sufficient
to enable the project to be completed. Mr. Durrell gave the committee a
perfectly good reason why the company needed an extension of time and I
think it is a reason which should satisfy every member who has considered
the matter.

As far as the suggestion of a “stranglehold” is concerned, I cannot bring .

myself to believe what Mr. Green has envisaged. There is nothing to prevent
any other eompany coming in if it desires to do so, and the Board of Transport
Commissioners would oblige the Quebec North Shore and Labrador Railway to
extend its facilities from Schefferville to the south.

It is not accurate to designate this extension of time as giving a “strangle-
hold” to this company. I think the witnesses have given us a fair explanation
of the reason for which they are requesting an extension to ten years.
Mr. Durrell has told us that it cannot be completed within six years. In spite
of what Mr. Green has said I suggest that his amendment would require the
company to commence construction right away. That is what the amendment
would, in fact, mean and Mr. Durrell has stated plainly that this would be
neither economically desirable nor feasible until some proven reserves had
been discovered in the north.

Mr. MurpHY (Westmorland): I have heard sufficient to enable me to go
along with the company’s request for a delay in connection with this railway.
It would appear to me that ten years is a short enough time in which to
complete a line from Schefferville to Ungava bay. I can quite understand the
mover and the seconder in their anxiety that such a delay should not be
granted because they are entitled to believe that they might have more to say
in five years time than they have now.

An Hon. MEMBER: False hope.

Mr. MurpHY (Westmorland): When you get down to building railways
ten years'is a short time. There is one more thing which I would like to bring
to the attention of the mover of the resolution in connection with his description
of the company and the so-called “stranglehold” on the company in Cleveland.
I presume that this is a Canadian company; in fact I know that this is a
Canadian company with a Canadian head office. The inference that everything
will be done in Cleveland is an argument that might frighten members of
the committee if it were said, for example, that control of the Canadian
National Railways rested in the Kremlin. But these are our neighbours to the
south and I am wondering whether the mover of the resolution really means
that there are shareholders, or people outside of Canada who when they come
to the meeting at the head office in Canada are still American citizens. It would
appear to me that this does not seem to be the policy which has been followed.
I have heard Mr. Green and the others championing the Canadian Pacific
Railway and I would say that in the past at least, if not in the present, that
decisions on the C.P.R. are not made in Canada but perhaps in the United States
and across the pond. I cannot follow his reasoning and I would like him to
explain what is so wrong with people from Cleveland, our neighbours to the
south, having something to do with the railway. 1Is it intended to frighten
the members of the committee who are Americans and who would have a say
in the development of the Canadian Pacific? We members in the government
here have a say in certain railway lines controlled by the Canadian National
Railways in the United States. I forget the names, but they are listed in the

L o AT
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report every year of the C.N.R. Should we regard the C.P.R. in the same light
as this railway? I think what they have asked is only fair, and we should get
down to business and pass this bill.

The CHAIRMAN: Are you ready for the question?

Mr. BARNETT: I think, Mr. Chairman, I have raised some of the discussion
on the amendment and that I should make my position clear by saying that
in contrast to Mr. Hamilton I much prefer, if we are going to have a monopoly,
that it be a public monopoly. Notwithstanding that, I would like to make it
clear that I do not consider it to be fair to ask the monopoly concerned, whether
they be public or private, to undertake something which is not reasonable.
I would like to know whether any interest has been shown or whether there

" are any witnesses desiring to appear before this committee urging upon us
the necessity for the immediate construction of this railway to the north.
If there were mining or other concerns or Canadian people in that area who
Were pressing the necessity for the immediate construction of that railway,
and the holders of this franchise were holding back on the construction, then
I think the amendment proposed by Mr. Green—which I still feel in effect
is suggesting that immediate construction should be started—would be fair
and reasonable. If there are such representations to be made, I think this
committee should hear them. But I do not think it is sound economics from
the national point of view to urge the construction of an expensive piece of
railway line which somebody is going to have to pay for directly, or indirectly
Which the people of Canada are going to have to pay for, if in fact the economics
have not been proved to justify the construction of the railway. I think it
Would be foolish for us, as representatives of the Canadian people, to insist
that this company hold to what may have been a bargain made in 1947 for the
construction of a railway line which has not been proven to be economic. :

I would be quite happy, in some respects, to support the amendment
broposed by Mr. Green, but I think before I did that I would want to see
Something more tangible in the way of evidence that the immediate construc-
tion of the railway line is required than the committee has heard so far.

Mr. HoSKING: Mr. Chairman, since I instigated the discussion of this
I think I should have something to say at this time. I raised the question of
these developments there and how they would control it. I would take
Whatever plan there was and go along with it. I think this should be said:
‘If this amendment passed, the directors of the company would promptly say,
‘We can do nothing about this; we will just stop. There is nothing there
worth going after at the present time. So if this amendment goes through
we could not possibly complete it in five years unless we started right away.
here is nothing there to make it worth while now and we will wipe it off
our books.” That would be a very serious thing. I think we should go
back to the time when they were having trouble getting rails and things
Tequired, and C. D. Howe had the dictatorial powers to say whether they
would get those rails. It was C. D. Howe who gave them the assurance that
his was an important project, and that he wanted them to go on with it
despite the fact that there was a war on. The materials were required in
Other places, but it was his attitude which encouraged this company to go
In there. Surely now we should not take the attitude we are going to have
them start to do something which is not feasible and which there is no demand
for right now—start right away, or get out. That is a most illogical attitude
to take and one not becoming to the Conservative party.

Mr. HamiLton (York West): You just look after pour party.

Mr. HopgsoN: I resent politics being brought into this. This company
had a right to construct the whole line. They have done very well and have
Constructed half the line. The Canadian parliament gave them permission
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for control for ten years. If we give them another ten years we give them
control of that company for another ten years. Not all the Grits are fair-
minded members of parliament, but the big number are, and if this company
had an extension for five years I am satisfied that if they made any start at
all, showed any reasonable reason they were going to go on and construct
it, that if they came back to this committee, irrespective of who were the
members on it, they would get another extension for a further five years.

The CLERK OF THE COMMITTEE: Mr. Green moves, seconded by Mr. Mur-
phy (Lambton West), that the word “five” be substituted for the word “ten”
in clause 1, line 9, of the bill.

The CHAIRMAN: All those in favour of the amendment please stand. All
those against the amendment please stand.

I declare the amendment lost.

Shall clause 1 carry?
Agreed to, on division.

Shall the title carry?
Agreed to.

Shall the bill carry?
Agreed to.

Shall I report the bill?
Agreed.

EVIDENCE ON BILL 151 (LETTER Q OF THE SENATE):
AN ACT TO INCORPORATE HYDROCARBONS PIPELINE LIMITED

The CHAIRMAN: The next is bill 151 (Letter Q of the Senate), “An Act
to incorporate Hydrocarbons Pipeline Limited”. Mr. Weaver will speak to
the bill.

Mr. GEorRGE DYER WEAVER, M.P. (Churchill): Mr. Chairman, we have with
us today Mr. E. H. Coleman, Q.C., who is acting as solicitor for Canadian
Hydrocarbons Limited, Mr. D. M. Deacon, Vice-president and director of
Canadian Hydrocarbons Limited, and Mr. R. K. McConnell, director of Canadian
Hydrocarbons Limited.

Before we call on Mr. Coleman I would like to say that when this bill
received second reading, there was some question raised as to the powers in
the bill and I wanted it to be clear in the mind of the committee that all the
powers sought in this bill, and in some cases wider powers than are usually
sought, were granted last session to several companies including Consolidated
Pipelines, Petroleum Transmission Lines, S. and M. Pipelines Company,
Stanmount Pipelines Company, Trans-Border Pipelines Company, Trans-
Prairie Pipelines Company, Westspur Pipelines Company, and Yukon Pipelines
Company Limited.

There is nothing unusual in this bill. . It is the same type of bill that you
‘have passed many times in recent years.

Mr. E. H. CoLeMAN, Q.C. (Parliamentary Agent for the applicant): Mr.
Chairman and members of the committee, Mr. Weaver has stated that the form
of the bill is identical with the pattern which has been followed in relation
to many similar bills during the last session. This is the first pipe line, however,
which deals with the products of a pipe line. ;

The interests promoting the company are Canadian Hydrocarbons Limited,
a dominion company incorporated under the Companies Act. Before I proceed
further, Mr. Chairman, I notice that caput 3 of the bill provides that the
~ capital stock of the company shall consist of one million shares without nominal
or par value.
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With your permission I would like to file an affidavit of Charles Whitefield
Chappell, one of the applicants and solicitor of the company, to the effect that
the aggregate consideration proposed to be received by the company on the
issue of one million shares without nominal or par walue constitutes the
authorized capital of the company, namely $25 million.

If the committee sees fit to report the bill, I can pay the appropriate fee
on that capitalization. As I have said, we have here Mr. D. M. Deacon, vice-
president and director of Canadian Hydrocarbons Limited and he will, if the
committee so desires, be very glad to deal with the proposition from a business
point of view, and will endeavour to answer any questions which might be
put to him.

D. M. Deacon, Vice-president and Director of Canadian Hydrocarbons Limited,
called.

The WiTNEss: Mr. Chairman and members of the committee, the purpose
of this pipe line can well be described in the words which Mr. Coleman used
earlier today, as well as those of Mr. Weaver, that this is to get the “squeak’
out of the pig”. We have in operation now Interprovincial Pipelines from
Edmonton to Sarnia. We have heard and seen a lot of discussion, and I
understand this year that Trans-Canada Pipelines is hoping to bring gas from
the west.

This pipe line is for the"actual products which we believe will become a
waste unless a proper market is developed for them across the western
provinces. I mean the liquid petroleum gases or l.p.g. (liquid petroleum gas),
~ which is the term commonly used in the petroleum industry.

We visualize that our pipe line will start from around Bonnie Glen and
proceed down from Regina and take on refinery products there to supply the
refiners with products, and then on to Winnipeg via Brandon.

As yet the route has not been definitely laid out. We have done most of
the surveying and some of the engineering on the project which has cost us in
the neighbourhood of $20,000 but we feel that the detailed engineering of the
whole plan is not yet warranted until we know that we have the necessary
Permission such as this charter would give us to proceed with this line.

Now, we want by means of this line to make these 1.p.g.’s available across
Western Canada at a price which will permit their use as heating fuel in com-
petition with fuel oil. It makes propane, which is the primary product Cana-
dian Hydrocarbons is presently engaged in selling—it makes it competitive
With fuel oil for heating buildings, for heating water, for cooking, and for gaso-
line for use in tractors.

Only by pipe line transportation can we keep the cost of Alberta propane
and surplus propane low enough in Manitoba and in most parts of Saskat-
chewan, to develop an attractive and sizeable market. Otherwise we shall have
to visualize a substantial amount of flaring or just burning off. This is a waste
of gases which are presently waste gases and which could be utilized by a farm-
€ where he has a tank to drive his tractor, heat his house, heat his brooder
h.Ouse, and heat his water supply. It is also available for cooking. It a mul-
tiple purpose fuel, and it is ideal for that section of the population which is not
adjacent to or conveniently near to natural gas distribution.

_ The approximate size of the line as we estimate it right now would be
eight inches from Edmonton to Brandon, and six inches, a smaller line, from
Brandon to Winnipeg. The distance would be approximately 745 miles, so it
IS quite a small project but we feel it would be a very useful one in utilizing
Waste products for the production of these 1.p.g.’s which will become available

In vast quantities when our natural gas begins to move out of Alberta.
71622—3 '
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The estimated cost of the line is $24,788,000; that of the gathering system
in Alberta $6,974,000; that of the storage facilities on the prairies $4 million;
or an estimated total cost of $35,762,000.

As I have already mentioned the purpose of this line is to get the l.p.g.’s
and make them available across the prairies at prices at which we can greatly
enlarge our markets.

An example of why we need it is that our present rail rate from Edmonton
to Brandon is almost as much as the total laid down cost of propane imported
from the United States. . As a result at the present time, we are bringing most
of the propane used in Manitoba in from the States. We feel that with this
pipe line we can greatly increase by many times the use and consumption, and
in a useful way, of propane in western Canada.

If there are any questions I shall be pleased to answer them.

By Mr. Langlois:
Q. What is 1.p.g.?7—A. l.p.g. is liquid petroleum gas.
Mr. LancLois: Thank you.

By Mr. Murphy (Lambton West):

Q. There are two or three points I have in mind to ask you about, Mr.
Deacon. The first is in connection with the capacity of the line, and your
markets that you foresee in order to make this venture a sound economic one.
—A. Initially we hope to make this project properly economic, and to do so
we shall need to work out with the present refiners of oil products in western
Canada some contracts for the movement of their products from the west to
the east, where there is at the present time a substantial amount of products
moving, and to combine with the markets for propane and butane.

Butane is presently a waste product, a gas which boils at 32 degrees
Fahrenheit, or becomes a gas at that temperature. In the west the temperature
falls far below that, and it presents a market which we feel we would like to
develop for propane, butane, and natural gas, and to meet the needs of the
oil refiners in the movement of their refined produets.

It is estimated that there will be 100 million gallons per annum in the
first year of operation which will be 1957, but that is conditional on when the
gas pipe line starts; and within five years we visualize around 250 million
gallons per annum.

Q. What would be the cost for refining it?-—A. I shall have to look at my
figures for that, I am sorry. In 1957, $2,790,000 as compared to an expenditure
of $2,407,000; and by 1961 $4,390,000 compared to an expenditure of $2,487,000.

Q. What did you say it would be for the first period?—A. 1957; $2,790,000,
compared to an expenditure of $2,407,000.

Q. So your net profit would be $383,000 according to your estimate, or
just about that?—A. Yes, sir. Approximately.

Q. You do not anticipate any difficulty in disposing of your stock?—A. We
feel that in this pipe line venture, in order to work out contracts with refiners

in western Canada, we shall have, probably, to share the ownership with them
to some extent. We have not approached them in that connection to date,
but we have worked on this with them and we have other reports which they
have studied, and they have indicated their interest in the whole project and
their support for it.

An example of this would be refineries which would be wanting to use
this pipe line or which might be wanting to use it for the disposal of their
by-products as well as for the removal of their refined products. MeColl
Frontenac has a refinery in Edmonton but their markets are limited of course
to shipping those refined products to Regina, Winnipeg, and points east. The
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indications are that if they can get a lower cost of loading that refined product
all across the western provinces, they will probably participate in some con-
tract they may form with us.

Q. You mean financially?—A. We do not know yet because we have not
approached them.

Q. The area from which you are getting this gas is in the wet field is it
Not?—A. It is in the wet field, and the largest company in that field would

the company which is the largest one in the field of natural gas production,
Gulf Qil, and there would be some production from Gulf Oil which we hope
to get from them.

Q. The market you anticipate extends from where the line starts to
,Winnipeg?—A. That is our present market and from the look of our markets
at the present time we do sell some of our products east of Winnipeg, and this
Would be a common carrier line.

Q. I was interested in what you said a minute ago, when you said that
the southern part of Manitoba had been able to get propane from the

Merican states at about what the freight rates would be from Edmonton to
Innipeg,—A. That is correct.

Q. I think I noticed something about this in the press, but will you
Please tell me this; do you anticipate shipping only those two forms of products,
butane and propane?—A. We anticipate shipping the three lLp.g. principal
Products, and propane is the present product. You have seen those containers
located ahout people’s homes; and butane which is- presently largely used in
Canaga only by the Polymer Corporation, and they are considering a greater
Use of butane in connection with the manufacture of gasolines by refineries,
Who use it as an anti-knock ingredient for the improvement of their gasoline,

An Hon. MEMBER: Similar to naphtha?

o tThe WitNess: I think it is in some degree. There is a very high octane
Nient.

By Mr. Murphy (Lambton West):

Q. Following that up I think I saw something in the press about continuing
a line through to Fort William and shipping it from there by boat. Is there
:ny“}ing to that?—A. At the present time that is not feasible. It is possible
at in later years it will be feasible if there are better ways found of shipping
Propane at a Jower cost.
3 Q. This butane you spoke about, is that used for farm purposes?—
- Butane is used by the Polymer Corporation. . .

a Q. Do you anticipate a market for that plant in Sarnia?—A. We anticipate
p:I‘"_elgplng our market in Winnipeg. We think we can use it in winter peak
-I'l0ds

if extra goes through our distributing system of the Central Gas

Ompany. .

for Q. Have you had any demand or request from Ontario Chemical Industries

diﬁiyou-r product?—A. No sir, we have not approached them because of the

% Culties which are intimated in this report on the shipment of b}ltane gas

Otha Cost low enough to attract them. At the present time it is obtained from

‘ €T sources at a lower cost.

Sa Q Would it be feasible in your estimation for you to ship butane to

wria?—A . Not at the present time. If there should be an increase in the

marOUgh‘put” of the pipeline and a new method of transporting butane we

they be ab}e to put it into the Ontario market but, as I say, at the present time

eXtension of the line to Fort William is not feasible.

A Q. If you do enter the Ontario market which route would you take?—

- V€ would consider a route just from Winnipeg to Fort William and then

. 1
€ woulg trans-ship by boat.
7162234
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Q. Have you made any economic survey of that project?—A. There has
been a preliminary investigation done in this report but at the present time
I would just like to quote you the figures set out on page six: the cost of
propane in Alberta is estimated at four cents to the producers. The value at
Fort William. . .

Q. The figure you have given is that at the producers separation plant?—
A. That is right. We would have to enter Fort William at six cents in order
to get it down to Sarnia at ten cents to compete with American butane or
butane from the refineries in Ontario.

Q. You do not know whether that is a lower or higher price than charged
by the United States.—A. At present the cost of butane in Sarnia is ten cents.

Q. Your line would not be feasible if you shipped your product to Fort
William and then by boat to Sarnia?—A. No sir. Not at the present time.

The CHAIRMAN: Are there any other questions which members of the
committee would like to ask?

By Mr. Harrison: ' .

Q. As a Saskatchewan member I am conversant with your product and
with its advantages in the west. I would like to ask you this: you expect, I
suppose, to put bottling plants in the various towns along the line?—A. We
have approved our distribution points. Quite a few of them in Saskatchewan
are new ones. We have a new one at Melford which opened in December
and our plants have been located in centres which our test market survey
has indicated as likely to be most favourable. We would trans-ship from
the pipe line to the distribution points by rail and tractor-trailer.

Q. How is that going to affect cost as compared with present rates?—
A. We are hopeful it will make it possible considerably to reduce our costs
because at the present time our retail rate for bulk deliveries is around
25 cents in the neighbourhood of Melford and we are endeavouring to get
that down much closer to the Edmonton price which is around 15-17 cents.

Q. How much closer?—A. We do not know how much closer we can get it
but it is particularly advantageous to points that are further away from
Edmonton.

Q. You have a distribution at Lloydminster as well?—A. We have one
at Lloydminster, North Battleford and a several points in the west.

Q. You envisage a price of something in the order of 17 cents at Lloyd-
minster and North Battleford?—A. That is the present price around Lloyd-
minster—17 cents.

Q. It would be progressively less at Lloydminster?—A. We would hope
to lessen the differential that exists at the present time between the prices
in eastern and western Saskatchewan—to even it out more and make it
possible for us to sell this fuel at a price comparable to the heating oil.

Q. I may say it has quite a future if you can sell it around 17 cents.

By Mr. Hahn:

Q. Is it necessary for this liquid gas to be removed at the refinery before
the natural gas is put into the Trans-Canada pipe line?—A. It is a little more

advantageous to remove it right at the beginning because otherwise the gas

pipe line would have to have stripping plans to take it out all along the
route of the pipe line, and those points might not be placed within convenient
distance of the best markets for the product. By taking it out at the beginning
and putting it into our pipe line we could move it to where the markets
are at low cost.
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Q. What is the rail rate per gallon on the substance?—A. It wvaries.
Between Edmonton and Winnipeg it is 5-5 cents per imperial gallon; between
Edmonton and Brandon it is 5-3 cents; between Edmonton and York 5-8
cents; between Edmonton and Saskatoon, 4-1 cents.

Q. That is sufficient to anewer my question. Can you tell us now what is
the price at which your line would carry the gas, let us say, from Edmonton
to Winnipeg, by comparison with the rates you have just quoted.—A. We have
worked out an average price. It is worked out around four cents across the
west. -

Q. Would this be to Winnipeg?—A. Yes. We hope to have that put down.
We hope to be able to decrease those rates.

Q. The difference in price, if you will make this available say in Winnipeg,
Would be sufficient to keep American gas or propane and so on from coming
In there?—A. We feel we can almost entirely rely on the Alberta supply,
Which we want to do.

Q. By the building of this line how much freight do you expect to do
our railways out of?—A. We hope we won’t do them out of any freight because
at the present time we just cannot afford to bring it in, in any quantity, all
the way across Manitoba. We are not shipping nearly as much as we would
Ship if the American price was not lower for the area. We buy where we
‘Can lay it down cheaply and the laid-down price includes the cost at Edmonton
Plus the transportation cost, and there is a division line somewhere through
Saskatchewan between the cost of laying down American propane and the
Cost of bringing in Edmonton propane.

Q. You rest assured you have a continuing supply of large enough
Quantity to supply this whole market?—A. It is estimated by the Alberta

Onservation Board there will be a tremendous amount of this propane
available. There is quite a problem finding an economic market for it. We
fefil that this will enable us to provide the refineries and the gas producers
With a reasonable price for their waste product.

. Q. Is this in any way dependent upon the building of, the trans-Canada
Pipeline?—A. Yes.

Q. They are related?—A. Yes.

~ Q. If we do not get the trans-Canada bill there is no object in building
this one?—A. That is right.

Mr. WEAVER: Mr. Chairman, are there likely to be many further questions.
The gentlemen expected to leave for Montreal at 2:30. They would be willing
0 come back on another day.

. The WrTnNESS: We can postpone the Montreal trip. It is better to wind
this up i possible.

Mr. Cagrick: Can we finish it now.

Mr. GReeN: There are different questions to be asked.

The CmamrMAN: We will resume at 3 o’clock this afternoon.

The CHAIRMAN: Gentlemen, we have a quorum. We are on Bill 151.

LixniMr. D. M. Deacon, Vice-President and Director of Canadian Hydrocarbons
ted, recalled.

By Mr. Hamilton (York West):
We ? I have a couple of questions to ask Mr. Deacon. MTr. Deacon, just before
°0ns('; ‘OSGC}, I think Mr. Hahn asked you a question about jChis line and the
CanaéuCthn pf this line being dependent on the construction of the trans-
- 2 pipeline. Is that right?—A. That is correct.
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Q. In other words the supply of your material will be dependent upon the
amount of gas taken from the wells and put in the other line?—A. That is
right. There is not a sufficient supply of propane taken out of the wells in
Alberta at the present time to justify the line.

Q. Where do you get the present supply of these three substances you
referred to and which you are distributing in western Canada?—A. From
refineries in western Canada as well as from a point in North Dakota and from
other states.

Q. This material comes in in bottles?—A. In rail tank cars especially
constructed for that purpose, pressure tank cars.

Q. How is it distributed? I assume in Alberta you are using the surplus
there, but when you get into Saskatchewan and Manitoba does that mean you
are importing from the South?—A. Yes. We are getting some supplies from
the refineries in Moose Jaw and Regina and some Saskatchewan supplies are
coming in from Alberta, but the remainder from the States. \

Q. Can you give us any idea of the volume of the material that is coming
in from the States, dollar value?—A. It would be in the neighbourhood of
3 million gallons a year, I would think, at the present time.

Q. What does that mean to the consumer?—A. To the consumer the average
price would be around 23 cents, I would imagine.

Q. How much would it be to the purchasing company?—A. Around an
average cost of 10 cents.

Q. Delivered at the border, is that it?—A. Laid down at our point of
distribution.

Q. We are talking of roughly $300,000 we are spending in the States?—A.
At the present time.

Q. Will that all be cut out by the use of this line?—A. We hope to cut
that out. We anticipate a tremendous increase in the use of propane. Our
marketing increased from 4 million in 1954 to around 11 million in 1955 in the
companies to which we are distributing our products.

Q. With the use of the line it will make this a competitive product right
as far as the easterly border of Manitoba?—A. That is what it appears we
can do by means of this pipe line.

Q.- There is going to be a basic saving of 300,000 American dollars in this
program?—A. We would hope at least that much.

Q. When you speak about “we” you presently are in business in the
distribution business?—A. We wholly own certain companies in the west;
Canadian Propane, Manitoba Canadian Propane, Saskatchewan Propane, and

we have a large interest in Canadian Propane Limited, headquarters in

Edmonton—that is, Canadian Hydrocarbons.

Q. Canadian Hydrocarbons Limited owns these three subsidiary com-
panies who take part in the distribution of these three gases?—A. Yes.

Q. Are they wholly owned subsidiaries of Canadian Hydrocarbons Pipe-
line Limited?—A. The first mentioned are wholly owned subsidiaries. The

last one we own a majority of the stock in, Canadian Propane Limited of
Edmonton. The rest of the stock is publicly held.

Q. What is the breakdown of the ownership of Canadian Hydrocarbons?

—A. It is a company that was formed by Winnipeg and Central Gas Company ¢

for the purpose of developing markets for propane and in developing the uses

f_or hydrocarbons in other fields. We felt that the public utility companies,
like Winnipeg and Central Gas, should stick to the distribution of natural gas,

“
S
!

and Canadian -Hydrocarbons was formed and developed the whole scope of

hydrocarbon surplus products in the west. It was formed by the sale of stock
to the shareholders of Winnipeg and Central Gas.

fn
L
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Q. Canadian Hydrocarbons is not a subsidiary of Winnipeg and Central
Gas, Company? It might be an affiliate; the same group are shareholders?—
A. Winnipeg and Central owns approximately 16 per cent of the stock of
Hydrocarbons in its own right.

Q. Have you any idea how the balance of 84 per cent is made up?—It is
widely held by the public.

Q. Was it distributed through the Canadian stock market?—A. Entirely in
Canada. It was entirely distributed in Canada and there was no offering of
stock in the United States. A

Q. This, to all intents and purposes, has been a wholly-owned Canadian
company?—A. As much as any stock stays in Canada. We feel we have full
control of the situation in Canada.

Q. Are the executives of Winnipeg and Central also directors of Canadian
Hydrocarbons? ,

Mr. ByrNE: Mr. Chairman, on a point of order, I thought it was under-
stood a member, having established the fact that he had the floor, that he
should be standing on his feet.

Mr. HamintoN (York West): Before you were on the scene this was
mentioned and the chairman gave me permission to remain seated.

By Mr. Hamilton (York West):

Q. Are the executives of this company directors or executives of the
Canadian Hydrocarbons Limited to a great extent? Are they the same board?
—A. Not quite, a great majority of the directors of Winnipeg and Central are
directors of Hydrocarbons. The directors are largely the operating men
Tresponsible for the operations of the subsidiaries.

Q. Throughout the four or five organizations I see here you do have the
sales outlet and sales machinery and everything else to get your product
down to the consumers?—A. That is right. All under the same management
in effect; under the same control, you might say, from Winnipeg and Central
right down to the organization.

Mr. BYRNE: Mr. Chairman, has this company given any consideration
to the development of a market in the North Dakota or Minnesota area in the
United States?

The WrITNESs: There are ample supplies available to those areas at the
Present time from stripping plants in the United States at a cost below that
at which we can hope to supply them.

By Mr. Green:

Q. You mentioned this morning about relying on the construction of.
Tr_ans—Canada Pipelines for this enterprise. Have you given any thought to
Using the same right away?—A. We haven’t gone into the details. We feel

-We can only decide the definite route after we have done the detailed engineer-

Ing. At the present time we have made this study, or we had the study made
PY what we feel are quite competent people, and it indicates that a line is
Justified and we felt at this point we should get our necessary permissions
0 g0 ahead and then we would definitely get the detailed engineering done
and decide exactly on the route to be followed. Naturally we would hope we
tan take the route with the easiest rights-of-way.

" Q. But you cannot do any actual work until you get an order from the
Boarg of Transport Commissioners; is that right?—A. Yes.
~ Q. When you apply to the Board of Transport Commissioners you have
to indicate to them exactly where your line is going to be?—A. At that point
We will have to indicate the exact route on the map.
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Q. You would have that done before you would go to them showing where
you are going?—A. We would have to have completed our detailed work,
or have it under way.

Q. What is the practice on the prairies regarding these pipe lines? Do
you think there is any possibility of this pipe line and the Trans-Canada being
put on the same right-of-way?—A. I could not answer that question. I under-
stand that Trans-Canada has its own powers to obtain rights of way and
I imagine that it would be a matter for us to negotiate with Trans-Canada;
or if we worked with Inter-Provincial, to negotiate with them on our own.
We would have to take the most logical route that appeared under the
circumstances.

By Mr. Byrne:

Q. Regarding the markets in Minnesota you stated that your company
has no markets there by virtue of the fact that American companies are
supplying that particular area. Is there any reason why the American com-
panies cannot then apply this product to the Winnipeg area at a reasonably
competitive rate with your own?—A. Not without a pipe line. At the present
time we are bringing in propane from this area to the lower section—about
this sort of range—but that is where an economic barrier exists for the
Alberta gas to come down, and there is a very low rate in bringing gas up
from the states into Winnipeg; and the main line there, I mean the economic
point between the Winnipeg supply and the American supply is somewhere on
the border at the present time.

Q. You are presently supplying a small area too in lower Saskatchewan?—
A. We are presently supplying that area through here with Williston United
States propane gas. We have no sales south of the border. All of our opera-
tions are in Canada.

By Mr. Hahn:

Q. You have other interests in each province. Have you subsidiary owner-
ship of any companies within each province at the present time?—A. We have
incorporated separate companies to handle the operations in each province
purely as a matter of convenience.

Q. Do you have a contract with the Alberta Conservation Board now to
supply butane and propane as you propose through the pipe line?—A. No. We
have approached the Alberta Conservation Board and they have themselves
said—as well as other studies we have done on the waste 1.p.g. situation that
faces the industry in that particular field; and that is as far as we have gone
at the present time.

Q. You have not an understanding with them so that on the receipt of a
charter or permission.—A. We had no charter and we had no company to go
to them with. We have begun our approach to them and we have no reason
to fear an unfavourable reaction by them.

Q. If you should have the right given you by this parliament, do you feel
that they would give you sufficient gas to operate?—A. The studies which
their conservation board has made indicate that there is going to be a substan-
tial surplus of propane and butane beyond anything they can use themselves
in the province available for use elsewhere, and they are quite concerned at
the present time with the amount of flaring that is going on in the course of
just ordinary oil production now.

There has to be a substantial market made available to these oil and gas
producers in order to justify an investment in the stripping out of what is pre-
sently a waste product, and we hope by means of this pipe line to provide
these substantial markets with contracts which will enable these oil producers
and gas producers to build these stripping plants.
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Q. How many individual distributing firms are in competition in each of
the provinces?—A. There is a tremendous number, but there are probably
only three or four substantial ones. However, there is a great number of
independent ones, and our fear about the industry in the past has been that
because of the great number of independents there were no standards of safety,
no standards of service provided, and that the public did not have confidence
in this form of fuel.

What we want to do is to create a uniform operation across the provinces
that people will feel is a substantial one and can look upon it for their sup-
plies. You may have noticed last fall when a shortage of propane existed in
western Canada, that in Alberta there were two companies which still had
supplies, and ours was one of them. ¢

Q. Is it your intention to bring these other companies in, or permit them
to become shareholders within your firm?—A. Anybody can buy stock in our
Company.

Q. I realize that. You can do that through a brokerage firm of course;
but is it your intention to take in some of these companies which have quite
an investment? If you start to come in with a guaranteed supply, they will
automatically find that it assists their "business and that it will provide
Investors?—A. We have been supplying them in Alberta when they ran out of
Supplies. They could come to us and take our supplies, and we helped them so
that they could fill their orders. g

Q. You will still let them keep their charters?—A. Naturally!

Q. Or become your distributors, in other words?—A. They will be able to
buy from the general pipe line at the same price as we could, as a common
carrier, make the product available to any one. :

Q. That is my point. It is a common carrier and they can become
Companies if they so desire for the distribution of that product.in any municipal
district if they have a charter?—A. Yes.

The CuARMAN: Carried.

By Mr. Holowach:

Q. Am I right in my understanding, Mr. Deacon, that you are asking for
the incorporation of this company so that you might make a formal application
. to the government of the province of Alberta for an export permit. Is that
' Correct?—A. That is one of the steps we have to take. I am not sure of all
the steps we have to take but one of our next steps is to go into a further study
Once we have our charter, and we will work, likely, more closely with the oil
Producers and the gas producers in order to study the detailed engineering
behing this, and we will work very closely with the Alberta Conservation

oard as to the permits we need.

Q. This enterprise is contingent upon your receiving an export licence
from the provincial government of Alberta?—A. That is correct.

Q. When you receive that licence, when do you anticipate that this line,
‘Will come into operation?—A. Just as quickly as Trans-Canada starts. .

o The CuarrMAN: Are there any further questions? Shall the preamble
Iry?

Carried.

Shall clause 1 carry?
Carried.

Shall clause 2 carry?
Carried.
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‘What about clause 3?

The capital stock of the Company shall consist of one million shares
without nominal or par value.

Mr. HoSkING: Mr. Chairman, I have a motion seconded by Mr. Byrne
which reads as follows: “That, for the purpose of levying the charges specified
in Standing Order 94(3), the Committee recommend to the House that the
proposed capital stock, consisting of one million shares without nominal or par
value, be deemed to be twenty-five million dollars ($25,000,000).”

The CHAIRMAN: Is the motion agreed to? Does clause 3 carry?

Carried.

Clause 4.

(1) The head office of the Company shall be in the city of Calgary,
in the province of Alberta, which head office shall be the domicile of
the Company in Canada; and the Company may establish such other
offices and agencies elsewhere within or without Canada as it deems
expedient.

(2) The Company may, by by-law, change the place where the
Head Office of the Company is to be situate.

(3) No by-law for the said purpose shall be valid or acted upon
until it is sanctioned by at least two-thirds of the votes cast at a special
general meeting of the shareholders duly called for considering the
by-law and a copy of the by-law certified under the seal of the Com-
pany has been filed with the Secretary of State and published in the
Canada Gazette.

By Mr. Hahn:

Q. I would like to have an explanation with respect to Clause 4, sub-
clause (2) which states ‘“that the company may, by by-law, change the
place where the head ‘office of the Company is to be situated”.

This has an important bearing on the fiscal relations with us, with
respect to the inter-provincial and federal tax relatioms, and I was just
wondering about the reason for this particular desire to chahge?—A. At the
time this was considered our head office was at Edmonton which is the
centre of a lot of industry in Alberta. On the other hand Calgary is the
centre of a lot of Head offices as far as oil companies are concerned; and
Winnipeg was the head office of our own company. We felt under the circum-
stances that at the present time the head office should be located in Calgary,
but we do have these other two cities in mind. It might be that the operations
would justify a switch in the location of the head office at a later date.

Q. Well, what reasons do you have for choosing Calgary?—A. The people
with whom we are going to participate the actual oil producers and gas pro-
ducers, are located there as well as the staffs with whom we will be dealing.

They are located in Calgary right now.

Q. That brings me to the other question I have been considering. With
that thought in mind you change, let us say, to Manitoba. Your biggest taxes—
corporate tax particularly being an important part of the fiscal-federal ques-
tion which is being widely discussed at the present time—it might mean a
change of revenue from one province to another and there might be con-
siderable animosity with regard to the fact that you are getting your product
from one province and paying your money to the benefit of another. No doubt
some of my hon. friends have their own views on this matter but I am thinking
specifically of the fact that you are depleting resources in the way of natural
gas—perhaps I had better say liquid gas in this instance—and that those
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resources come from a particular province. Some feel, therefore, that the
head office should be situated in that province and that they should get the
revenue which is produced in taxation from that source.—A. Our feeling on
that point is that unless the other two provinces had a market for that
specific resource it might just burn in the air and therefore they have a
right, too.

Mr. McCuLrocH (Pictou): I think we should have an explanation of
what is involved in the motion with respect to clause 3 and perhaps hear
some comment in respect of that.

An hon. MEMBER: It is passed.

Clause 4 agreed to.
Clause 5 agreed to.

Mr. BYRNE: On clause 6, Mr. Chairman, the evidence before the com-
mittee has shown that there is no intention on the part of this company to
export their product into the United States or outside Canada. I am wonder- -
ing if this section provided in sub paragraph (a) to the effect that the main
pipe line or pipe lines would be located in Canada is really relevant. Does
it not rather clutter up the bill? I would like to ask whether it is necessary
for the operation of this act.

The WITNESS: I am sorry sir but I did not quite understand that question.
I take it you are wondering why we are cluttering up our act with that provi-
sion about being able to go outside Canada. . . .

Mr. ByrNE: I am wondering if there is any necessity for this provision
that the main pipe line should be located within Canada, since the very nature
of your product and the explanations you have given to the committee show
that it must be.

Mr. CoLEmaN: That is done to conform with the language used in pipe
line bills. It is the same wording as was inserted in eight pipe line bills which
were reported by this committee during the last session of parliament.

Clause 6 agreed to.
Clause 7 agreed to.

The CHAIRMAN: I understand with regard to the point raised by Mr. Byrne

that the same wording has been used here as is used in all the pipe line
bills.

Clauses 8 to 10 inclusive agreed to.

The CHAIRMAN: Shall the title carry?

Agreed.

The CrAIRMAN: Shall I report the bill?

Agreed.

The CuAmrMAN: This committee is adjourned to the call of the chair.
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REPORT TO HOUSE

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

FIFTH REPORT

Your Committee has considered the following bill and has agreed to
report it without amendment:

Bill 248, An Act respecting the. Construction of a line of railway in the
Province of New Brunswick by Canadian National Railway Company from
a point at or near Bartibog in a westerly direction to the Tomogonops River
in the vicinity of Little River Lakes.

A copy of the Minutes of Proceedings and Evidence relating to the said
bill is appended hereto.

Respectfully submitted,

H. B. McCULLOCH,
Chairman.
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ORDERS OF REFERENCE

; WEDNESDAY, May 2, 1956.
Ordered,—That the following Bill be referred to the said Committee:

Bill No. 248, An Act respecting the Construction of a line of railway in

~ the Province of New Brunswick by Canadian National Railway Company from

a point at or near Bartibog in a westerly direction to the Tomogonops River
in the vicinity of Little River Lakes.

THURSDAY, May 3, 1956.

Ordered,—That the name of Mr. Nicholson be substituted for that of Mr.
McCullough (Moose Mountain) on the said Committee.

Attest.

LEON J. RAYMOND,
Clerk of the House.
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BILL 248

EXPLANATORY NOTE
The purpose of this bill is to authorize the construction by
Canadian National Railways Company of a railway line from Barti-
bog to Tomogonops River in New Brunswick. The Bill is in the
standard form.

THE HOUSE OF COMMONS OF CANADA

An Act respecting the Construction of a line of railway in the
Province of New Brunswick by Canadian National Railway Com-
Pany from a point at or near Bartibog in a westerly direction to
the Tomogonops River in the vicinity of Little River Lakes.

Her Majesty, by and with the advice and consent of the Senate
and House of Commons of Canada, enacts as follows:—

1. The Governor in Council may provide for the construction
and completion by Canadian National Railway Company (in this
Act called “the Company”) prior to the 1st day of November, 1958,
Or such later date as the Governor in Council may fix, of the line of

railway (in this Act called the “railway line”) described in the
Schedule. :

2. The Company shall adopt the principle of competitive bids or
tenders in respect of the construction of the railway line in so. far
as the Company decides not to perform such work or any part
thereof with its own forces, but the Company is not bound to accept
the lowest or any bid or tender made or obtained nor precluded
from negotiating for better prices or terms.

3. Estimates of the mileage of the railway line, the amount to

Construction
and com-
pletion.

Competive
bids or
tenders.

Maximum

be expended on the construction thereof and the average expendi- expenditure.

ture per mile are set out in the Schedule, and, except with the
approval of the Governor in Council, the Company shall not in per-
Orming the work of construction and completion exceed such esti-
Mates by more than fifteen per cent.

4. Subject to the provisions of this Act and the approval of the
overnor in Council, the Company may, in respect of the cost of
he construction and completion of the railway line, or to provide

amounts required for the repayment of loans made under section 5,
ls§ue notes, obligations, bonds, debentures or other securities (in
thls Act called “securities”), not exceeding in the aggregate, exclu-
SIve of any securities issued to secure loans made under section 5,
€ sum of three million two hundred and twenty thousand dollars,
€aring such rates of interest and subject to such other terms and
Conditions as the Governor in Council may approve.

3. To enable the’ work of construction and completion of the
Tailway line to proceed forthwith, the Minister of Finance, upon
abplication made to him by the Company and approved by the Min-
Ister of Transport, may, with the approval of the Governor in Coun-
e, make temporary loans to the Company out of ‘the Consolidated

€venue Fund, not exceeding three million tyvo hundred and twenty

47
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Guarantees:

~

Form
and terms.

Guarantee
may be
general or
separate.

Temporary
guarantees.
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proceeds of
sale, etc., of
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Release of
_ deposits.

Report to
Parliament.

STANDING COMMITTEE

thousand dollars, repayable on such terms and at such rates of inter-
est as the Governor in Council may determine and secured by securi-
ties that the Company is authorized to issue under section 4.

6. (1) The Governor in Council may authorize the guarantee
by Her Majesty in right of Canada of the principal and interest of
the securities that the Company may issue under the provisions of
this Act. ] 7

(2) The guarantee may be in such form and subject to such
terms and conditions as the Governor in Council may determine
to be appropriate and applicable thereto and may be signed on
behalf of Her Majesty by the Minister of Finance or such other per-
son as the Governor in Council may designate, and such signature
is conclusive evidence for all purposes of the validity of the guaran-
tee and that the provisions of this Act have been complied with.

(3) Any guarantee under this Act may be either a general
guarantee covering the total amount of the issue or a separate guar-
antee endorsed on each obligation. :

(4) With the approval of the Governor in Council, temporary
guarantees may be made to be subsequently replaced by permanent
guarantees.

7. (1) The proceeds of any sale, pledge, or other disposition
of any guaranteed securities shall in' the first instance be paid into
the Consolidated Revenue Fund or shall be deposited to the credit
of the Minister of Finance in trust for the Company, in one or more
banks designated by him. : :

(2) The Board of Directors of the Company may authorize
application to be made to the Minister of Transport for the release
of any part of the proceeds deposited pursuant to subsection (1) to

the Company for the purpose of meeting expenditures in respect of -

the construction ‘of the railway line, and the Minister of Transport
may approve the applications, and upon request of the Minister of
Transport the Minister of Finance may pay the amount or amounts
of such applications or part thereof accordingly.

8. The Minister of Transport shall ‘present.to Parliament during
the first ten days of each session held prior to the date of completion
fixed by or under section 1, a statement showing in detail the nature
and extent of the work done under the authority of this Act during
the previous calendar year, and the expenditure thereon, and the
estimated expenditure for the current calendar year, together with
the amount of any advances made under section 5 and the amount
of such advances reimbursed, and such further information as the
Minister of Transport may direct.

SCHEDULE .
Estimates
Location Cost Average
Mileage of cost

Construction| per mile

From a point at or near Bartibog in the Province of
New Brunswick in a westerly direction to the
’{omogonops River in the vicinity of Little River

e O I TS SR G Sl 22 $2,800,000. | $127,270.




MINUTES OF PROCEEDINGS

Monpay, May 7, 1956.
(4)

The Standing Committee on Railways, Canals and Telegraph Lines met
this day at 11 o’clock. The Chairman, Mr. H. B. McCulloch, presided.

Members present: Messrs. Barnett, Campbell, Carter, Gourd (Chapleau),
Green, Habel, Hahn, Hamilton (York West), Healy, Herridge, Johnston (Bow
River), Langlois (Gaspé), McBain, McCulloch (Pictou), Meclvor, Nicholson,
Nowlan, Purdy, Viau and Weselak. (20)

In attendance: Honourable George C. Marler, Minister of Transport; Mr. .
S. W. Fairweather, Vice President (Research and Development); Mr. Lionel
Cote, Assistant General Solicitor; Mr. G. H. Hoganson, Engineer, Canadian
National Railways, Montreal, and Mr. K. M. Ralston, Mining Engineer, Montreal.

The Committee had for consideration Bill No. 248, An Act respecting the
Construction of a line of railway in the Province of New Brunswick by Canadian
Nfitional Railway Company from a point at or near Bartibog in a westerly
‘dlrection to the Tomogonops River in the vicinity of Little River Lakes.

On motion of Mr. Mclvor, seconded by Mr. Purdy,

; Resolved,—That the Committee print 650 copies in English and 200 copies
In French of the Minutes of Proceedings and Evidence in relation to Bill No. 248.

Mr. S. W. Fairweather was called and examined.

I_n the course of his examination, the witness pointed to a map showing
the district where the proposed branch line is to be built.

The Committee then considered Bill No. 248, clause by clause. Clauses 1
to 8 inclusive, were adopted.

The schedule was adopted.
The title was adopted.

, Ordered,—That the Chairman report the Bill to the House without
amendment,

N _Béfore adjournment the Minister of Transport called upon Mr. Fairweather
0 Introduce the officials who accompanied him to Ottawa.

.The Chairman expressed to Mr. .Fairweather and the above-mentioned
Officials the appreciation of the Committee.

The Committee adjourned to the call of the Chair.

Antonio Plouffe,
Clerk of the Committee.
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EVIDENCE

MonpAy, May 7, 1956.

The CHAIRMAN: Order, gentlemen, we have a quorum. Today we have to
consider Bill 248—An Act respecting the construction of a line of railway in
the province of New Brunswick by Canadian National Railway Company.

It is customary, in the case of a government bill of this kind, to have the
committee print. Will someone make a motion?

Mr. McIvor: Mr. Chairman, I move, seconded by Mr. Purdy, that the
committee print 650 copies in English and 200 in French of the Minutes of
Proceedings and Evidence in relation to Bill No. 248 now before the committee.

Motion agreed to.

: The CHAIRMAN: I would like to ask the hon. Minister of Transport to
Introduce the witness.

. Hon. Mr. MARLER: Mr. Chairman, Mr. Fairweather, vice president (research
. and development) of the C.N.R. is present and I think it would be a good idea
if we were to proceed by asking him now to outline this project and give us
an indication of how it has developed. Then, perhaps, he could touch briefly
on the technical aspects of the matter, after which if members of the committee
have any questions in connection with the project I am sure he will be able to

answer them and give any information which had not been covered -in his
e€xplanation. :

S. W. Fairweather, Vice President, Research and Development, Canadian National
Railways, called: %
The WiTnNEss: Mr. Chairman, the Branch Line Bill which is before you is
'_CO enable the C.N.R. to serve the operation of the mining field being developed
n fChe province of New Brunswick. The particular mine which the line is
designed to serve at this time is known as the Heath Steele Mine. The area in
€w Brunswick in which the Heath Steele mine is located has developed into
One of the major mineral belts of Canada. It is a zinc-lead-copper area with
Some values in silver and gold. The particular mine with which we are con-
Cerned—the Health Steele mine—is a subsidiary of the American Metals
Ompany and, I believe, of the International Nickel Company.
o Early in its development when it was a raw prospect we became interested
In it as a potential source of traffic and we entered into early negotiations with
Heat.h Steele mines, looking to the possibility of providing them with rail
Services. This was an interesting case because here we were dealing with
& problem that might have been solved by highway transport and we had
‘Ctually to canvass this mining company and convince them that they would
€ better off if they were served by a railway than if they depended solely
Upon highway transport. We did a pretty fair job, and not only did we convince
€m that they would be better off with the railway but we also convinced
€m that they could afford to give us a traffic guarantee of substantial volume
Sufficient to lift this branch line from a speculative position to a straight busi-
H€Ss proposition.
th T.'h.e railway will bring the concentrates from the Heath Steele mines, in
€ Vicinity of the Tomogonops Tiver, out 22 miles to the main line at Bartibog
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and thence from the main line to the point of shipment, by water for part of
the concentrates and by rail for some other types of concentrate. We estimate
that the line will cost not more than $2,800,000.

Altogether this is one of the happiest branch line developments I have had
anything to do with; not only is it on a sound business basis in its presemt
stage but it is also strategically located to serve other mines which may develop
in the area south of the Nipisiguit river. These other properties are not
as yet in a stage which would warrant our seeking authority to construct addi-
tional mileage, but I have reasonable confidence that more than one mine
will be served by this branch line. I might add that the mining company
co-operated fully with us; they gave “us a full disclosure of their plans for
development; we co-ordinated our timing of the construction of the branch
line with their development of the mine and we assured ourselves that there
were sufficient ore reserves in the property that under normal business condi-
tions, if no other mines should be discovered and if this mine should be
exhausted within the limits of the present known reserves, we would still
recover the capital cost of the branch line.

I might add for general information—I do, not think I am disclosing any
business secrets—that the Heath Steele mines plans to 'spend about $12 million
to bring this property into production, which will give you some idea of the
scale of its activities. Taking it all in all I heartily commend this branch
line to you. ,

The CHAIRMAN: Are there any questions which any member of the com-
mittee would like to ask Mr. Fairweather?

By Mr. Johnston (Bow River):

Q. Mr. Fairweather has indicated that it will cost about $2,800,000 to build
this railway. That would be government expenditure, would it not? They
would be putting up the money?—A. The railway will be built at the expense

of the“Canadian National; we will find our money; the government will, so to

speak, be our banker but the cost of this line will appear in the balance sheet
of the C.N.R. The money spent on the construction will be interest bearing
and the full charge will appear in the C.N.R. report.

Q. You mentioned a very interesting point about a traffic guarantee. Could
you explain that a little more fully? What do you mean by saying you received
a traffic guarantee?—A. We have found that where we are building a single-
purpose branch line—where the branch line is essentially for the benefit of
a single industry—it is desirable to insist upon getting some guarantee of
performance on the part of the industry before we go to the expense of building
the branch line. In this case we shall be risking $2,800,000 and we think' it
is only reasonable that the industry which is being served by this private line
should give us a guarantee that the traffic which they hold out as an inducement
for us to build the branch line will in fact come into being. Therefore we
make a practice of requiring that such industries should disclose to us their
full plans, the nature of their natural resources, where they expect to find
their markets and some appraisal of the economic soundness of the ventures.

Q. How long do you anticipate will elapse before you get your capital back?
—A. On the present level of traffic on this line we would have amortized our
capital in a little less than 10 years.

Q. That represents a pretty fair risk, does it not?—A. I think it is an
excellent risk considering what we have discovered about the property. These

people have ore reserves at the present time which are good for about 15

years at the present rate of mining, so the element of risk, just on the basis
of these operations, is not very great.

:
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In addition to that we have, as I said, secured from them an actual traffic
guarantee so that if they should fall down on the anticipated volume of traffic—
that is substantially—they would have to pay us a penalty.

Q. Are there any highways in that area?—A. Oh yes. This company,
cooperating with the province, built a highway from Newcastle into the property.

Q. What kind of highway is it?—A. A gravel highway.

Q. Why were you concerned about having them build a railway rather
than improve the highway?—A. Because we were out to do two things: first,
We wanted to make some money—we wanted to engage in a profitable enter-
prise; then, as a development officer I had a wider interest. This is one of the
major mining areas in eastern Canada and the marginal value of this territory
will be determined to a considerable extent by the cost of transportation. As a
transportation man I know that once you establish a high enough volume of
business to absorb the overhead to the railway the railway can furnish trans-
bortation needed for that area at only a fraction of the cost of furnishing the
same services by highway. That means that if you provide a railway instead
of the highway it will add value to-this vast mineral development, so that in
the long-term pull we would be doing something by rail which could not be
done by highway.

: Q. Would you consider that if there were a properly built highway there
it would interfere greatly with the type of haulage on which you make your
Mmoney by rail?—A. We hope we make money on all the traffic we handle by
rail, but if you mean whether a highway would “bleed off” certain of the high
value traffic and leave us with the low value traffic, we took care to see that
€ven, if that did occur, we would be on the right side of the ledger. Actually,
I would think that the amount of high value traffic moving in to this area would
be_ largely immune from highway transportation because it would be long-haul
Mining supplies—explosives, reagents, steel and things of that character. But
- We ask no favours; we are content to live in the competitive framework as it

exists; we look at this proposition in the light of the present competitive frame-"

Work; we have not, in other words taken any “wooden money” in considering
~ this venture.

Q. You have a virtual monopoly on the freight hauled and on the passenger

Service as well?—A. There will be no passenger service involved in this. We
Made it quite plain.to the company that the highway was a more efficient tool

°I‘_transporting passengers than the railway; in consequence, we have no
DPosition with regard to that.

_ Moreover you are in error. There is no monopoly. They do not have to
ship one pound of freight over this railway—the only thing is that if they do
Not ship a certain volume of the production of the mine over the railway they
Would be obliged to pay us a penalty.

Q. That is practically an agreed charge, is it not?>—A. No, it is not an
agreed charge. You could not possibly call this an agreed charge.

Q. What chance would the New Brunswick government have, economically
SPeaking, of putting in a good hard surface highway if you have a guarantee
on the traffic?—A. Well, all I can say to you sir, is this; the traffic which we
Propose to move by rail is traffic which should not be on the highway; for

®Xample, the reason is that the cost of moving it on the highway could not be’

€SS than 9 cents per ton mile, while the cost of moving it by railway would
Certainly not exceed 2 cents per ton mile. So just the ordidary laws of economics
U put an end to it, once.you have decided that there is enough capital resources
€re to justify the construction of the railway.
b Q. You think you have a need for that line in your plan, and that it would
€ More economical to ship over the railway?—A. Yes, and for the reason 1
Ve stated. Whenever you build a branch line for a single purpose industry
ou are dealing with a somewhat different situation than when you are dealing
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with a branch line for general development purposes. I think it is a perfectly
sound principle that we should look at the construction of the railway, and
the development of the industry as a sort of partnership; each one is putting
in risk capital.

If the industry, let us say, takes all the risk, it also takes all the profits. If

the railway goes in without a guarantee, then the railway takes all the risks
and very little of the profits. I have found that no substantial industry has
ever objected to this type of guarantee that we have had. We have used. it in
other cases; this is not unique. We used it in the Chibougamau branch line;
we used it in the Barute branch line; we used it in the Kitimat branch line;
and we used it in connection with the branch line up to Lynn Lake. It is quite
in accordance with our policy.

Q. How ‘are they getting their other types of supplies in there now?—
A. The mine is under development, and they are located at the mine. If you
went there today you would see that they are busily engaged at the mine
in sinking shafts and erecting buildings for the mill which.will grind the ore.
Their supplies at the present time are moving by rail to Newcastle. Then they
are taken out of the railway cars at Newcastle and are hauled from Newecastle
by highway. That is the only means of access which they have at the moment.

Q. So you think, in respect to the economics of the operation that in the
long run it would not affect or hurt the railways, that they should have both
a railway and a highway?—A. They will have both.

Q. But you have made them guarantee traffic for the railway?—A. They
guaranteed that traffic as relating to out-bound products of the mine. There is
no monopoly whatever on transportation. Everybody is free to ship in the goods
he pleases, in or out of the property. We do not ask for a monopoly. All we
asked for was a reasonable guarantee for the prime purpose of the branch line,
and that was the transport of concentrates from the mine out to points of
~ shipment by water, and by all rail to other points. .

By Mr. Campbell:

Q. There would not be, other than pulp wood, any products from the agri-
cultural end of it, would there?—A. No. There will in our estimation be a
certain. amount of pulp wood. We canvassed the people at the timber limits
in this area, and we got a mixed reception. Some of them said that they were

‘not interested; others said: “well, we may ship.”

It is our opinion that there will be a certain amount of pulp and lumber
cut along the line of the railway.

By Mr. Nicholson:

Q. Is there a call for pulpwood?—A. There is a mill at Bathurst and also
one at Dalhousie.

By Mr. Nowlan:
Q. You say that part of this traffic will be shipped by water and part by

rail. Could you give the committee any idea of how much would be going -

by rail ultimately, and what it would do to the main line of the Canadian
National Railways in so far as there might be traffic overlapping?—A. It is a
little problematical. If we take the worst position so far as the railway is
 concerned we would get the whole of the traffic of out-bound concentrates of
120,000 tons a year at the present rate, which would move to sea port. New-
castle is one of the ports to which it might move. That would be the worst
position; and in that event we would have to haul it about 22 miles on' the

branch line; and 30 miles into Newcastle, and then we would be through with

it. That is not the most probable traffic, because Newcastle is a port which

e
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is closed during at least five months of the year, and during those five months
the mine, rather than stock pile concentrates, would probably want to move

them out for Saint John or Halifax, or part one way and part the other. More-
~ over, there is one type of concentrate, copper concentrate, which industry will
probably move all rail via the Vanceboro gateway, or it might move them via
the Niagara gateway. So there is at the worst a substantial amount of busi-
ness which the main line will get.

By Mr. Johnston (Bow River):

Q. Where is the nearest port for water transportation located?—A. I men-
tioned Newcastle, which is located on the Miramichi river. That is one port
which is being considered, but there are others which may be concerned. I
do know that there is a port at Bathurst, a port at Dalhousie, and we have
Halifax and St. John. I think these various locations will have to fight it
out to find out what is best for the industry. But so far as we are concerned,
We are in a position to serve any of them.

By Mr. Nowlan:

\ Q. You say that Bathurst and Dalhousie would be ice-bound for five or
SIX months of the year?—A. That is right.

Mr. GrReEN: What about Halifax?
Mr. NowraN: Halifax is always free of ice.

By Mr. Nicholson:

p Q. How does the construction cost per mile compare with the cost per
Mile of the Lynn Lake line?—A. This line should be cheaper to build than
the Lynn Lake, provided you take into account the matter of inflation; this
Would be a much cheaper line.

By Mr. Green:

Q. But the estimate is more expensive?—A. Yes, but you have forgotten
the outcome of inflation.

By Mr. Hahn:

_Q- What is the ultimate destination of the ore?—A. As ore, the ultimate

mmation is the mine. "When it is mined it immediatley goes to a mill, and
€n it is reduced to concentrates. So far as we are concerned I have described

Where the concentrates are likely to flow. Beyond that I do not know. It is

UD to the mining company to run its own business. They will sell those con-

CentrateS, I presume, to the best advantage wherever they can.

th Q. You said that the cost per mile by rail would be about 2 cents. Is
at what you are going to charge the mine as a rate?—A. You mean the

actual rate we propose to charge the mine? I have forgotten at the moment what

t would pe, -

Q. Is it the same rate as the one from Knob for ten miles?—A. No, no.

Hon. Mr, MarLer: I suppose you mean Knob Lake?

dest

By Mr. Hahn:

th Q. Yes.—A. No. The rate is fixed by our traffic department and as such
€Y take into account all the elements of rate making. I can give you this
8ure that we are going to get—or we anticipate getting. For the total mix
HCOncentrates we are going to get something better than $3 a on.

Der ? The rate to Newcastle, a haul of 52 miles in length, would be $1.50

2 10°n?~A. Please do not misunderstand me. When I spoke of 2 cents
cents, those were not railway and highway rates. I was talking of
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railways and highway costs which are quite a difference matter.  You see, I
was speaking as development officer, and as development officer I am primarily
thinking in terms of the costs of development. I was. thinking in terms of
the real cost of transportation, and it is not necessarily the rate.

For instance, with a highway, the province might build a road and some-
body would truck over that road and they might truck for.5 cents a ton
mile; but the province would find that it had a maintenance problem on that
highway amounting to 3 cents a ton mile. I was taking into account the
total cost of transportation, no matter whether it appeared in the freight rates,
or whether it appeared in the licence fees or whether it appeared in trucks.
I was looking at the overall picture. Please do not regard the 2 cents a ton
mile as the actual rate.

By Mr. Johnston' (Bow River):

Q. So the price you quoted is a speculative figure?—A. It is an estimate
prepared by a professional man. That is what it is.

By Mr. Hahn:

Q. Could you give us the mileage by road from Heath Steele to Néw-
castle?—A. It is about 38 miles, as I recall it.

Q. Was Heath Steele mines the only mine contributing to that road which
was built earlier.—A. Oh yes, Heath Steele mines to some extent, I understand,
contributed to the cost of that highway.

Q. Do they operate their own trucking line at the present time?—A. No,
they hire truckers.

Q. You say they hire trucks. You do not know how many truckers are
in operation there at the present time?—A. No, I do not.

Q. We would not be able to estimate how many truckers were going to
be put out of business?—A. No, I could not say as to that.

By Mr. Green:

Q. I understood you to say that Heath Steele mines was getting established
and that you expected that there would be quite a large number of mines in
that area? Is that correct?—A. Yes. I am distinctly optimistic about this
area. I would say that we have in this area one of the major mineral deposits
in Canada. I think that is emerging. It is a zinc-lead-copper area, and the
favourable area, so far as now known for prospecting would extend all the way
from—Iet us say—a point 20 miles to the north of Newcastle up to, let us say,
the vicinity of Campbellton, and half way over to the St. John river. It is
an enormously large area, and we now know that, in addition, Heath Steele
mines have proved an area of ore deposits of 7,200,000 tons of ore.

A few miles away you have the New Brunswick Mining and Smelting
Corporation, and they have 50 million tons of ore that have been demonstrated;
and in the same general area, you have the Kennco mines with their prospect-
ing, and the Texas Gulf Sulphur in prospecting, and the New Larder “U”
Island mines, and while we have not shown them, there are other substantial
mining companies which are prospecting in the area and they are, according

to my information, getting indications. Therefore I think you can say that

this area is one of the prosperous spots on the mining horizon.
Q. You say that the whole area of mineral formation is lead-zinc-copper?—
A. So far as is known it is zinc-lead-copper, with some gold and silver. '
Q. Would this branch line be in a position to serve all that area?—A. Not
all of it. I said that it was strategically located to serve properties which may
develop south of the Nipisiguit river, which cuts a huge trench through this

o 2hel
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area. North of the Nipisiguit river the New Brunswick Mining and Smelting
Corporation have prospects which may develop, and which could more ration-
ally be served by another branch line on the north of the Nipisiguit river.

Q. Are there any negotiations under way leading to the construction of
such a second branch line?—A. Yes, but they are in the preliminary stage.

Q. Looking at the map one would judge that the Canadian National
Railways is in a very good position because you appear to have a line all
the way around this mineralized belt—A. That is true. Our main passenger
line goes up through Newcastle, Bathurst, Campbellton, and Matapedia.

Our main freight line runs from Moncton through Chipman, Plaster Rock
and Edmundston. We have a- branch line from Campbellton over to St.
Leonard, which surrounds the area, and we also have a branch line from
Newecastle over to Fredricton.

Q. You seem to be in a very good position with regard to this mineralized
belt?—A. Yes, and it is because of this fact that the Canadian National
Railways is so very keenly aware of its responsibility to furnish transportation.

Q. We hear a great deal about a smelter to be erected, and of course it
that were done there would be greatly increased freight traffic I presume.
Has your company given any consideration to that possibility?—A. Oh yes, we
have given a great deal of consideration to the location of a smelter. It may
be recalled that when I was giving evidence on the Chibougamau line I
Pointed to the strategic importance of the Saguenay river, and there is now
under development a smelter in that area.

This New Brunswick area is creating quite a problem because the ore is
a highly complex ore. The metallurgy is very difficult. But at some stage

am hopeful that a smelter will be located and a refinery will be located,
and that is probably as good a place of assured supply as any that I know of.

From a development point of view we are keenly interested in getting a
Customs nickel smelter located somewhere in eastern Canada and we feel that
from the development standpoint that it is a logical development. We have
had talks with many industrialists -and they have all agreed that at some
Stage we should have a zinc refinery—a small refinery—in eastern Canada.

F is already the hope of the chemical industry, and it is purely a matter of.

timing: but one of the things that has to be considered is an assured supply
of zinc concentrates.

Q. You have that in this area?—A. In this area there is such an enormous
amount of zinc that anybody controlling the mining here would know very
deﬁnitely that for a period of a hundred years at least he would have no question
at all as to the supply of zinc concentrates. ,

Q. How would the possibility of continuing production there compare with

the production of the Sullivan mine in East Kootenay, which is the basis for
big smelter at Trail?—A. I am not too familiar with the details of Con-
Solidated Mining & Smelting at Trail, but I would say that this area has turned
out in such a short period as has elapsed from the time of the first discovery—
1t .hlas turned up something in the order of 60 million tons of ore, which moves
1S area right up into the top notch areas of the world. It is spectacular from
at point of view; but I would like to say again that the ore is very complex.

_ Q. And so was the Sullivan mine ore.—A. That is true. There was a time
pn?r to 1920 when the Sullivan mine was just struggling. But they corrected
Wﬁ}rhmetallurgy and then it turned into a great industry. Here you have ore

ic
© feel that these great natural resources will develop into a large industry.
£ Q. How would a smelter and a refinery derive their power? Would it be
& °m electricity, or from coal, or what? What would be the fuel used?—A. A
mel’ger of course is a thermal process and it would be based largely, on present

is also complex but I would say that I have enough faith in technology
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knowledge, either on coal or on petroleum, one or the other, as a source of
energy. With a refinery, so far as zinc is concerned, you have your choice; you
could either use a thermal reduction process, if you want to get high quality
zinc; followed by redistillation, or you could use electric reduction, and in the
latter case of course you would have to have a cheap source of power. Speaking
as a Maritimer, I would be delighted if I could see a cheaper source of power
developed in the maritimes than now exists.

Q. Would the development of the Saint John river mean power which was
cheap enough for that purpose?—A. It would help, but'I do not think it would
be the determining factor because there is such a big market for power. The
person generating power always has to make up his mind what market he is
going to sell it to. If he has a high priced market, he would prefer to sell his
power to that market rather than to a low priced market; and the market in
the maritimes is such that it could absorb a very considerable amount of high
cost power. On the other hand he might take some broad point of view and
say: “No, I am not going to sell that power directly; I shall feed it into industry
at a low price because I feel from a national point of view it would be a better
show.” Actually, I do not know the answer.

Q. Have you given any thought to the use of atomic energy?—A. I have.

Hon. Mr. MARLER: We are not going to use it on the railways.

By Mr. Green:

Q. No, I meant in mining.—A. I have considered it, because cheap power
for the maritimes is something in which I am keenly interested. I have looked
at the prospect of atomic energy, and at the present time I think you can grind
out power cheaper with petroleum. But we might branch out 1nto something
else as time goes along, I suppose.

By Mr. Purdy: >

Q. What type of motive power will you be using on this line?—A. Diesel.

Q. You spoke of rates. Are those rates fixed for any period?—A. The rates
on the out-bound concentrates will be fixed for the period of the guarantee.

. Q. For ten years?—A. No. The guarantee is for six years. '

Q. And after that the rates would be subject to revision, if you find your
operating costs gomg up?—A. Yes.

Q. And after six years, if your operating costs go up, your mar-’ 1 of profit
goes down.—A. It is a business deal. We sat around the table, ana ¢hey said:
“we will give you guaranteed traffic if you will make the rates applicable to the
period of the guarantee”; and we said: “O.K.” '

Q. You suggested that they had proven ore of sufficient quantlty to write-off
this mine before it was mined out?

Hon. Mr. MARLER: Ten years, I think he said. '

By Mr. Purdy:

Q. Yes. Supposing—and this is a peculiar question—supposing that they
had not been able to show that they have that quantity of ore to develop, and
with all these other prospects around, what would have been your reaction to
the general proposal?—A. We would have reacted this way: we ‘would have
said “Get busy and do some more diamond drilling!”

Q. You would not feel justified in recommending a branch line if you could

not say it would pay itself off?—A. Well, I can say this: I have never supported a
branch line before a committee of parliament where I was not personally con-
vinced that that branch line would be self-liquidating within a period of time.

Q. You said that International Nickel were the people back of this venture?
—A. Well, they are interested. It is my understanding that the International
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Nickel Company had the equipment for air-borne magnetometer services, and
they made a survey of this area from the air and they discovered certain
anomalies. They then interested American Metals in the show, and between
the two of them they control the result.

Q. American Metals and International Nickel?—A. Yes.

Q. It follows, as far as International Nickel is concerned, that they are taking
certain of the profits from their operations in Canada for making further
developments in Canada rather than to pay them to their shareholders?—A. I
think you had better ask the International Nickel Company that question.

Mr. HaMmiLToN (York West): That is a political question!

By Mr. Johnston (Bow River):

Q. You said that your outgoing traffic would be concentrates?—A. Yes.

Q. About 90 per cent?—A. Yes.

Q. Then what would your incoming traffic be?—A. Mining supplies; re-
agents from the mill; explosives; steel for the drill steel; steel balls for the ball
mill, and so on. But we are not proposing to put in a passenger service on this
line. We told the industry that a bus operating on the highway was a more
economical form of transportation than trying to form a passenger service by
rail, so there will be no passenger service.

By, Mr. Carter:

Q. Would there be any emergency passenger service like you have to Link
lake?—A. There is a regular service to Link lake.

Q. I understood that before the Sessional cémmittee on Railways and
Shipping there was some complaint about the kind of service. Mr. Gordon
explained that it was an emergency service, not a regular service.—A. We have
a regular service there. I think perhaps you are talking of the service put in
before the line was finally constructed. There is a period during construction
When we are not under the authority of the Board of Transport Commissioners,
until the line is finished. In that period we frequently engage in the operation
technically called “operation during construction”. That is a sort of emergency

. thing. These will be nothing of that character in this case.

Q. Youf have protected yourself against the company by means of a
penalty clause if they do not give you the volume of traffic guaranteed. Have
You given any guarantees to the company in case you fall down on your part
9f the job?—A. Yes, we have. We are under obligation to have that line
In there as soon as we can build it, which is an indication that they consider
the line valuable. In any event, it is to be in before December 31, 1958. We
are under that obligation. It is our intention, if we. secure early approval
to the bill, to start in construction this year and we anticipate we will have
the rail to these Health Steele Mines in the fall of 1957. The mine plans
Stockpiling its concentrates until we get in there. They propose to be actu-
ally in service in April 1957.

Q. Is the company protected in any way against loss that might arise
from g railway strike, in which ore would not move?—A. There is only the
Suarantee. That traffic guarantee would not cover a strike, I think. If they
lost production by reason of a strike we would not hold it against them.

Q. No, but would they hold it against you, if that ore was there to be
tr"‘11'1Sported and they could not move it and lost markets?—A. No, no, they

ave no claim against us.
71669—2
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By Mr. Hamilton (York West):

Q. What is the length of the period of amortization?—A. What I said
‘was that with the present known reserves of ore, if those ore reserves were
exploited and no other reserves were found, the mine would have a life of
about 15 years and we would have amortized our railway a little say outside
10 years.

Q. Then the guarantee period is not sufficient to amortize your capital
cost?—A. Oh, heavens no, because if we put it on that level there would be
no interest whatever in the mining company having us build a line, they
would build it themselves. You have to approach the thing from a business
point of view. We sit down as businessmen and talk the thing over. There
has to a mutual give and take. If we asked them for a complete guarantee
in which we took no risk, they might as well build the line themselves..

Q. Except that they would have to find the capital themselves in that
case?—A. When you are talking of a company like the American Metals
Company, finding the capital would be just peanuts. We approached it from
that point of view and they looked at it from the same point of view—they
were a mining company and did not want to operate a railway: we were"
railway operators and had no interest in the mining operations. We came
to a business arrangement in which we would build the railway and they
would guarantee traffic at a certain level and then we shook hands on the deal,
subject of course to approval by parliament.

Q. So, in fact, there is what you say would be a fair assumption of risks
on both the company and the railway?—A. Yes. ‘I think there *is undoubt-
edly a degree of risk on both the mining company and the railway. However,
these risks are within the reasonable field of business activity. If we were
not perfectly convinced that the risk, as far as the Canadian National Rail-
ways is concerned, is reasonably slight as to the future, I certainly would
not be supporting the railway.

Q. You work out your costs on this and your amortization plan, on a
rate which you figure will amortize the whole thing in something less than
15 years, taking into account of course the 6 year guarantee you have. Is
that right?—A. Yes, that is correct. i

Q. Now, when you work that rate out, what I am interested in is this—

Hon. Mr. MARLER: What rate are we talking about" Are we talking
about freight rates or rates of amortization?

By Mr. Hamilton (York West):

Q. —would you say the freight rate is charged so that it will Work out
on your amortization ‘plan?—A. That is the freight rate. I may have misled
you. We did not set the rate to meet. the amortization plan, we set it as being
the rate which was set by competitive conditions. In other words, we had
to convince the industry that they were better off with us than depending
on highway transportation. It was that which set the rate. The rate is a
competitive rate, it is set by the conditions the industry would be faced with
if they did not have the railroad. Faced with those conditions and the rate
having been determined on that basis, I then analyzed the effective rate on
the basis of the scale of operations and the ore reserves which the mine has.
On that basis I found that if things went according to plan we would have
all our capital back in ten years.

Q. That is the plan I am getting at. That setting of a rate under the‘
conditions which you have talked about extended your figuring and came out

with the fact that it was an amortization of the capital cost in something less

than 15 years?—A. That is correct.
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Q. When you set this rate and extend the figures to work out your amorti-
zation, is there any part of the figure which you use in that rate which is
calculated to cover the over-all operation of the railway?—A. Certainly.

Q. In other words, there is a contributing part of that figure which goes
into the over-all operation of the Canadian National Railways?—A. Certainly.

Q. The reason I ask that is that it is most difficult on examination to find
out which part of your lines pay and which do not, as we are answered that
that is almost impossible to ascertain. I want to be sure that in this case the
general operation figure is included in your competitive rate.—A. Certainly.
To the extent the facilities are used, certainly. I would be a very poor analyst
if I did not—and I am a professional analyst—do those things. I would not
be worth my salt.

Q. No. Then, included in this rate is something which is going to help to
Pay some of the other areas which are a losing proposition from the com-
Pany’s point of view?—A. Of course, when you get into this picture of what
is losing and what is profitable, you are embarking on a very frail barque on
a very deep ocean. We live with the problem:that we have lines which do
not pay and when we think they are bad enough and the burden is too great,
Wwe take our troubles to the Board of Transport Commissioners and try to be
relieved of them.

Q. You were asked questions about the final destination of the constant
freights? I think that would be impossible for you to answer, but could you
answer as to whether there is any place in this area at all, that is within Canada
itself, for which they could be destined?—A. I said I am strongly in favour
of zinc concentrate, a custom zinc smielter in Canada. In the absence of a
Custom zinc smelter here in Canada these concentrates are being sent to
Mmarkets throughout the world. Where they go I do not know. They might
80 to Belgium or to Wales, in both of which locations there are smelters.

hey go anywhere smelters exist. Once you get on the highways of the ocean
You have available dozens of places.

Q. At the present time there are no facilities for further process here?—A. .

No, not in Canada. I wish there were.

By Mr. Purdy:

Q. When you are.speaking of rates, are you speaking only of the rates
from the mine to Bartibog? When the material gets to the main line, what
- about the freight to the destination?—A. The rates I am speaking of would be
€ rates only to the main line.

\

In regard to the other question, if there were created a customs zinc .

SMelter in eastern Canada I am satisfied that a mine operating anywhere in
: € St. Lawrence river basin or in the maritime provinces just could not afford
O overlook the advantages of selling those concentrates to the Canadian
Tefinery. That is, assuming that an artificial trade barrier did not get into
€ picture,
Mr. NicroLson: We are glad to have the information available to us this
Morning, In 1928, there was a branch line into Flin Flon, Manitoba. It was

3bout 80 miles. The opposition were questioned about that. I think, and as

% rec&l} it, it was suggested that they had an ore body for ten years but after
offl‘a'cmg for 28 years it now appears as if the ores will be available for an-
€ 50 years. - This has proved to be a very profitable operation for the
:nadian National ‘Railways. I hope the new one will be as successful a
Velopment as that in the Flin Flon area. I asked the minister earlier if he
in-;mming before the house later on this matter. I was particularly interested
OW far he had to go with economics before a recommendation was made.

s
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1 was interested in connection with cement works in Saskatchewan. It is
proposed to build a branch line from Mafeking across to Swan river. The
minister did not get round to answering the question in the house.

Hon. Mr. MarLER: I think I was very wise.

Mr. NicaorsoN: There is a cement plant being built in Regina and I
wonder if the minister has done any research or examination in regard to it.

Hon. Mr. MarLER: I think if you ask Mr. Fairweather he would be able
to tell you, as far as the Canadian National Railways is concerned.

The WiTnNEss: We have had negotiations with that outfit and the negotia-
tions have been satisfactory.

By Mr. Nichclson:

Q. You have not reached the point of recommending yet?—A. As far as
I am concerned, it is all through the mill.

Hon. Mr. MARLER: How long is the branch line?

Mr. N1cHOLSON: A few miles.

The WiTnESs: I do not think it requires an act. We have concluded an

agreement with that company. We have general authority under our act to

construect railways up to six miles m 1ength without requiring a special act of
parliament.

By Mr. Hahn:

Q. In what way does it differ from the agreed charge that exists on the
line we are speaking of today where the proposed branch lines is 22 miles long?
—A. An agreed charge is a particular definition of a term under which an
industry in construction by a company give a certain operation rate and, given
a tariff rate, contracts to send a certain proportion of its traffic by rail.

Q. Is that what we are doing here?—A. No, no, this is quite a different
/matter, this is a traffic guarantee. Under an agreed charge, once a man signs it
‘he has no option. In this arrangement he does not undertake to use the railway
at all. If he does not like the colour of our hair or something like that he can
stop using the railway.

Q. Is there not a guarantee?—A. As I say, if he ceases to ship, he has to
pay a penalty.

Q. I have another question in respect of passenger traffic. I think Mr.

Johnson raised that question earlier but you said, if I remember correctly,

that you had explained to the mines that it would be cheaper to use a bus
system into the area from, say, Newcastle. Is there a bus in operation today?—
A. No, I do not think there is, but there are private cars which are performing
the same function. You have touched on a rather interesting point. Typically,
in the old days, whenever you got a mine like these Heath Steele Mines,
around that mine there was developing a town. The Heath Steel felt—and I
agree with them—that advantage should be taken of the proximity of a
municipality like Newcastle, which is already fully equipped with all con-
_ veniences, to be the base of operations and that the 35 miles between Newecastle
and Heath Steele Mines should not bar people 11v1ng in Newcastle and working
in the mines. Therefore, they do not propose to have a town set up at the
Heath Steele Mines. They propose to use the Newcastle townsite. They came
to us and when we were talking about the railway they asked us frankly
about the running of a rail passenger service from Newcastle to Bartibog over

the Heath Steele line. We examined it and we gave them figures and those

figures demonstrated very conclusively what I have said, that they are much
better off to stay on the highway for passenger traffic.

N
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Q. Provided the passenger rate would compensate those who were operat-
ing the bus?—A. I find myself going round in circles. I have said time and
again that the cost of the service by the railway is higher than the cost of
service by highway when it comes to transportation of passengers. Incidentally,
we said: “We are not intending to put a passenger service on here on the

railway and operate it at standard railway rates unless you are prepared°

to guarantee the patronage, because otherwise people would be driving from
the Heath Steele Mines to Newcastle and we would be running an empty

_ train”. It is just as simple as that. '

Q. What examination has been made into this possibility of running a
line from Bathurst to the Heath Steele Mines?—A. This blue line you see
here is an old abandoned railway which is owned by the province of New
Brunswick. At one time there was an iron mine located on the banks of the
Nipisiguit river. It went bankrupt and the province of New Brunswick became
the heir to the railroad. The railway was actually rejuvenated during
world war II when the Germans had stopped us from moving the iron ore
from the Wabana mines. Ore of an inferior grade was taken from this mine
over the rejuvenated branch line. Immediately the war ended, the matter
Was dropped and subsequently this discovery was made in the near vicinity. I
have explained that this big mineral area is divided into two spheres. One is
on the north of the Nipisiguit and the other is on the south of Nipisiguit. The
blue line is on the north of the Nipisiguit. We looked into the possibility
of serving this whole area with one branch line instead of with two and came
to the conclusion that it was better to have two rather than one. If the point
of your rémark is as to what this branch line would do, it will probably be
Tequired to serve the mines on the north side of the Nipisiguit river.

By Mr. Barnett:

Q. Do I take it that that line at the present time is actually not in
Operation?—A. It is not in operation as a railway.

Q. Has the Canadian National Railways any interest or has it acquired
any interest in rights in regard to it?—A. That would depend on the mining
Interest to the north of Nipisiguit.

Q. Are there mining properties in the northern area which are in produc-
tion at the present time?—A. Not in production. There is nobody in production.

By Mr. Green:
Q. Could the agreement between the mining company and the railway
COmpany be included in the proceedings?—A. At this stage I would like to
Submit that it is not in the interest of the development of Canadian National
ailways to disclose the details of these guarantee agreements. We have
always treated them as confidential documents. We have stated in general
termg what they include, but I would respectfully suggest that their details
Should not be disclosed.
Hon. Mr. MaRLER: I think it really puts the national railway at a disad-
Vantage vis-a-vis its competitors across the country if it is called upon to
DSwer that sort of question.
Mr. Green: I do not want to do that.
Clause 1 agreed to.
On clause 2—Competitive Bids or Tenders.

By Mr. Hamilton (York West):
Q. On clause 2, could Mr. Fairweather tell us approximately how much

2}) this work will be laid out to contract and how much will be done by the
comraCtor themselves?—A. Our standard practice is to let everything by

—fltl‘act except the railway line.

e
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Q. What does that come down to in dollars, or in proportions?—A. Roughly
three quarters of the work is done by contract and one quarter by our own
labour force.

Q. Do contracts for most of this work go to contractors in the area in

. which you are operating, or do some of them go outside?—A. They go to
contractors who quote us the lowest price and who give us the impression that
they are good businessmen.

Hon. Mr. MARLER: Even if they come from Toronto.

Clauses 2 to 5 inclusive agreed to.

On clause 6—Guarantees.

Mr. HAMILTON (York West): In connection with the securities that are
issued, has it ever been the custom to tie them down to the particular con-
struction that is taking place or are they always of a general nature—a
general obligation of the railway company?

Hon. Mr. MARLER: My understanding is that though the act provides—for ‘1
financing by the issue of securities it is customary for the Department of
Finance to advance the funds; I do not think specific debentures are issued
against specific project.

Mr. HamILtoN (York West): Although the advance is made by the gov-
ernment through the Department of Finance, are these securities not issued to
the public as well?

Hon. Mr. MARLER: I think there is no issue made specifically in relatxon to
specfic projects.

Mr. HamiLToN (York West): In other words it is financed through a
general issue of bonds of the C.N.R.?

Hon. Mr. MARLER: I think that is correct.

Mr. HamintoN (York West): Has any thought ever been given to tying it
down to a specific project? Mr. Fairweather has set out very clearly the
economic circumstances, and the indication is that this is a line which in
the ordinary course of business should make money. Has any consideration -
ever been given to tying down the issue of securities against the new con-
struction that takes place? Secondly, if that has ever been considered, is it
possible that this type of issue might take place without a guarantee of the '
dominion government behind it?

Hon. Mr. MARLER: It seems to me that the question takes in a lot of ground.

I doubt very much whether, first of all, this is a very appropriate occasion

on which to discuss it, because we are dealing here with an issue of $3,220,000

and I do not think the hon. member would suggest we should finance an
amount of $3,220,000 separately from the over-all requirements of the C.N.R-
As the hon. member knows there is a financing bill before the house at the
present time, and my understanding is that all the requirements of the railway
would be taken care of under that bill though this present bill is, of course:
authority to spend the money and, if necessary, in theory, to issue securities
for that purpose. .

Mr. HamILTON (York West): Does the hon. minister know whether theré
has ever been an issue of securities against a particular projéct" :

Hon. Mr. MARLER: I do not think that has taken place in the case of the
Canadian National Rallways

Mr. NowrLan: Would it not take a tremendous amount of bookkeeping 10
keep the different issues separate?

Hon. Mr. MarreRr: I do not know, but I think 1t would be likely.
Clause 6 agreed to.
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" Clauses 7 and 8 agreed to.

On the schedule.-

Mr. BARNETT: May I ask one question for information? I notice that
though the estimated cost of this line is $2,800,000, clause 4 provides for a loan
up to $3,220,000. What is the reason for the difference?

Hon. Mr. MARLER: It is customary to add a margin of 15 per cent to the
estimated cost. I think that if you add 15 per cent to $2,800,000 it will amount
to $3,220,000.

Schedule agreed to.

Title of the bill agreed to. -

Bill, without amendment, to be reported.

Hon. Mr. MARLER: I wonder if we might have the names of the gentlemen
accompanying Mr. Fairweather? Would you indicate, for the record, those
who are with you today, Mr. Fairweather?

The WiTNESs: Mr. Lionel Co6té, assistant solicitor general, Mr. G. H.
Hoganson, Office Engineer, and Mr. K. M. Ralston, mining engineer.

The CHAIRMAN: Before we leave I want to thank Mr. Fairweather and his
assistants for the splendid presentation they have made to the committee,
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Ordered,—That the following Bill be referred to the said Committee:
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Ordered,—That the name of Mr. Bell be substituted for that of Mr. Nickle
Oon the said Committee.

Attest. C

LEON J. RAYMOND,
Clerk of the House.

THE HOUSE OF COMMONS OF CANADA
BILL 212

An Act to amend the Telegraphs Act.

?953‘;4262 HER Majesty, by and with the advice and consent of the Senate

" and House of Commons of Canada, enacts as follows:

1. The Telegraphs Act is amended by adding thereto the fol-
lowing Part:

“PART IV.
EXTERNAL SUBMARINE CABLES.
A Interpretation.
sff,‘;f:ﬁ;t 40. In this Part, the expression “external submarine cable”

ble” ang [Means a telecommunication service by submarine cable between any

mulnefc""?' ,|place in Canada and any place outside Canada or between places
deﬁnegj‘"m outside Canada through Canada, but does not include any service

by a submarine cable wholly under fresh water; and the expressiqn
“telecommunication”” has the same meaning as it has in the Radio

Act. ‘
B Licences.
:%hmfg 41. No person shall in Canada
(a) operate an external submarine cable; or
(b) construct, alter, maintain or operate any works or facili-
ties for the purpose of operating an external submarine
cable
except under and in accordance with a licence issued under this Part.
Regulations.
Reg\llations_

42. The Governor in Coyncil may make regulations

(a) providing for the issue of licences for the purposes of this
Part;

(b) respecting applications for licences and prescribing the
1nformat10n to be furnished by the applicants;
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(¢) prescribing the duration, terms and conditions of licences
and the fees for the issue thereof;

(d) providing for the cancellation or suspension of licences for
failure to comply with the terms and conditions thereof; and

(e) generally, for carrying the purposes and provisions of this
Part into effect.

Penalties.
Offences. 43. Every person who violates any provision of this Part or the
regulations is guilty of an offence and is liable
(a) on summary conviction, to a fine not exceeding five hundred
dollars or to imprisonment for a term not exceeding six
months or to both fine and imprisonment; or
(b) on conviction on indictment, to a fine not exceeding five
thousand dollars or to imprisonment for a term not exceed-
ing twelve months or to both fine and imprisonment.

ggﬂ‘:é‘ 44, Her Majesty is bound by this Act. v
Existing 45. For a period of four months after the day on which this Part '

services: | oomes into force this Part does not apply to any external submarine

cable existing on that day.”
fCOming into 2. This Act shall come into force on a day to be fixed by proc-
i lamation of the Governor in Council. A

ExPLANATORY NOTE.—The purpose of the proposed new Part is to provide
for the control of submarine cables terminating in or passing through Canadian
territory.




MINUTES OF PROCEEDINGS

WEDNESDAY, July 11, 1956,

. The Standing Committee on Railways, Canals and Telegraph Lines met
this day at 3.30 o’clock p.m. The Chairman, Mr. H. B. McCulloch, presided.

Members present: Messrs. Barnett, Batten, Bell, Bonnier, Byrne, Campbell,
Carter, Cavers, Follwell, Gourd (Chapleau), Green, Habel, Hahn, Hamilton
(York West), Healy, Herridge, Hodgson, Hosking, Howe (Wellington Huron),
James, Johnston (Bow River), Lafontaine, Langlois (Gaspe), Lavigne,
MecCulloch (Pictou), Nesbitt, Nicholson, Nixon, Purdy and Small. (30).

Also present: The Honourable Geo. C. Marler, Minister of Transport, and
Mr. J. R. Baldwin, Deputy Minister. :

In attendance: From the Commercial Cable Company: Mr. M. E. Corlett,
cOunsel, Ottawa; Mr. Gordon F. Maclaren, Q.C., Counsel, Ottawa; Mr. E. A.
artin, Canadian Manager; Mr. Forest L. Henderson, Executive Vice-President,

ew York; Mr. James A. Kennedy, Vice-President and General Counsel,
ew York.

From the Western Union Telegraph Company: Mr. Alastair Macdonald,
; Q.C., Ottawa Counsel for the Company; Mr. Robert Levett, New York, Assistant
€neral Attorney of the Company.

From the Privy Council: Mr. E. F. Gaskell.

The Committee commenced consideration of Bill No. 212, an Act to amend
tl}e Telegraphs Act. It was agreed to hear representations from the Commer-
Clal Cable Company as well as from the Western Union Telegraph Company
s per their request to the Chairman, the former opposing The Bill.

The Honourable Minister of Transport made some preliminary remarks
and quoted an extract of a letter dated J uly 6, received by Mr. J. G. L. Langlois
from Mr. Gordon Maclaren, Q.C., of the firm of Maclaren, Laidlaw, Corlett &
S €rwood, acting on behalf of the Commercial Cable Company, relating to an
3dvance distribution of the Company’s brief to the members of the Committee.
sm;3]"31\/{Cinister’s remarks followed an observation of Mr. Corlett on the same

el

. Mr. Corlett was called, made a summary of the brief, copies of which were
d‘lstributed forthwith. Mr. Corlett introduced and was assisted by Messrs.
artin, Henderson and Kennedy who answered specific questions. Mr. Corlett
Suggesteq three amendments to Bill No. 212 and copies of these were tabled.
Mr. Henderson was also called, made a statement and was questioned.
Before adjournment, on motion of Mr. Cavers, seconded by Mr. Hosking,

in Resolved,—That the Committee print 650 copies in English and 200 copies
Tench of its Minutes of Proceedings and Evidence in relation to Bill No. 212.

mj At 555 o’clock p.m., Mr. Corlett’s examination still contimiing, the Com-
lttee adjourned until Thursday, July 12 at 10.30 o’clock a.m.

Antonio Plouffe,
Assistant Chief Clerk of the Committee.
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EVIDENCE

WEDNESDAY, July 11th, 1956,
3.30 p.m.

The CHAIRMAN: Gentlemen we have a quorum. We have before us Bill
- No, 212, an act to amend the Telegraphs Act. Mr. Corlett is here representing
the Commercial Cable Company. Do you wish to hear him now? Mr. Corlett
Will introduce the members of his party.

. Hon. George C. MARLER: Mr. Chairman, just before Mr. Corlett goes ahead
With the presentation of his brief I would like at once to correct an impression
Which I think must have been created under a misunderstanding. I have

€re a letter which was addressed to one of the members of the committee by
the firm of Maclaren, Laidlaw, Corlett and Sherwood. Perhaps members will
Tecall that this letter was sent with the brief that was sent'to members of
he committee. The third paragraph states:

I ask you to keep same confidential until the committee sits in the
same way you do when such briefs are distributed in advance through
the usual parliamentary procedure, which distribution facilities were
denied us through the intervention of the Department of Transport.

I would like to say that I am not a member of this committee and I would

Not for a moment presume to give instructions to the secretary as to what

Should be done with any brief submitted to the committee. I would like to

as,sul‘e members of the committee that I have had nothing whatever to do

With the distribution of this brief, neither did the officials of my department

ave anything to do with it, and I feel sure this statement must have been
ade under a complete misunderstanding as to what were the facts.

Mr. Murray E. Corlett, Counsel. Commercial Cable Company.

oth The Wrrness: Mr. Chairman and hon. members, before I introduce the
% €r members of the group representing the Commercial Cable Company, in
5 Sence 0? our conduct as raised by the minister perhaps I might be permitted
CQmay- this—I do not think anything will turn on it but I do not want the
remmlttee to believe that we were just being difficult. Hon. members will
ember that the bill received a second reading in the House of Commons a
ago yesterday and was referred to this standing committee. Our under-
ng, from occasions on which we have been before committees in the past,
the an appropriate brief existed, was that it was often desired ?.hat copies of
Inembrlef be distributed to the members before the hearings in order that
Dartj €rs would have a chance of seeing the nature of !;he case which the
‘rancular suppliant was making. We were in touch with Mr. Arsenault’s
aIWaCh~and I may say that our regard for Mr. Arsenaul.t is very high; I have
tolq ¥s thought he was a very faithful servant otj parhan}ent—and we were
Pioe On Wednesday to submit 70 copies of our brief. While we were in the
rsEeSS of reading them over we received a second phone call from Mr.
Dort Il!cault saying he had received instructions from the De_partment of Trans-
i hat they were not to be distributed in advance. It is true there was a
b nderstanding, and finally the matter was cleared up, and we were advised

€ chairman of this committee on Friday last that we were to file our brief

Stangj
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in that manner but unfortunately at that point we could not do it, so we took
the only course we thought was available to us and submitted them to the
members directly. But in view of the minister’s explanation, as far as we
are concerned we have no desire to create any difficulty at all.

With that explanation perhaps, Mr. Chairman, I might proceed.

Mr. Chairman and hon. members, I am representing Commercial Cable
Company and with us we have my law partner Mr. Gordon Maclaren who is
Canadian counsel for the company; Mr. E. A. Martin of Montreal, the Canadian
manager of Commercial Cable Company; Mr. Forest L. Henderson, executive
vice president of Commercial Cable Company in New York, and finally Mr.
James A. Kennedy who is vice president and general counsel of Commercial
Cable Company in New York.

At the outset we would like to thank the committee for this opportunity of
presenting our case with reference to Bill No. 212. I might say that we as a
Commercial Cable Company are opposed to Bill No. 212 in its present form.
We feel that we have bona fide grievances and that this is our opportunity to
present our side of the case to this committee and to the high court of parlia-
ment. Briefly, dealing with the history of this company, it is obvious from its
name that it is engaged in the cable business. The Commercial Cable Company
received from the parliament of Canada in 1884 a statute which permitted it—
it was couched in quite wide terms and is appended as an exhibit to the brief—
to land cables in Canada and, as a matter of fact, to operate land telegraph lines
and also telephone systems, but from 1884 to the present date the Commercial
Cable Company has confined its activities to the cable business. With reference
to the original 1884 statute I would like to draw the attention of hon. members
to section 3 where you will note that the enactment of 1884 by parliament was
made subject to an already existing regulatory act. There was no Telegraph
Act as such in existence in 1884 but there was a statute dealing with marine
cables and telegraphs and a separate statute of a regulatory character dealing
with land telegraphs and I would draw the attention of hon. members to the
fact that parliament, even though this form of regulation did exist in 1884,
stipulated that if there was any conflict between the provisions under the
regulatory statute and the Commercial Cable private statute that the provisions

under the private statute should override, and as a matter of interest in 1906

the statute revision commissioners decided that the two regulatory statutes
which I have mentioned should be combined into what is now the Telegraphs
Act, and I believe the Telegraphs Act has been satisfactorily carried forward
to the present date though there have been some amendments.

Having obtained this statute in 1884 the company proceeded to lay certain
cables and over a period of years it has laid six cables across the Atlantic from
some point on the continent of Europe going across and touching Nova Scotia
and in some instances Newfoundland and then going down to the United States-
The first two cables, as a matter of interest, were laid in 1884; the third in
1894, another in 1900, the fifth in 1905 and the last in 1923. I would ask
hon. members to note that the last cable laid by this company was in 1923 a
a time when the population of Canada was a little less, I believe, than niné
million people. If that is the case, surely it is a matter of common sense that
now, in 1954-1955 when the population and the wealth of Canada have
expanded tremendously—and our population is now over 15 million people-’it
would be logical that this company would want to improve and expand it$
facilities. Otherwise it seems to us that the company is put in a straitjacket 1
they have not got new facilities that have been created since 1923. Parliamen

has said: “you can build cable lines” but if we are going to be denied the right.

to build new cables it seems to me that that is a very strange way of allowing
a company to 'do business. Either a company is going to do business, or it is not-
Suppose, for instance, that the Steel Company of Canada was putting in aB

s
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addition to its plant in Hamilton—which, in fact, they are,—and at the same
time somebody with legal authority said to their competitors—Algoma Steel
or Dominion Foundries and Steel: “True, the Steel Company of Canada is going
to put on an addition to its plant to take care of the new business arising from
the great prosperity and growth of recent years but you, Dominion Foundries
and Steel, or you, Algoma Steel, who are normally competitors, will not be
allowed to expand your facilities.”

Now it is a fact that the Telegraphs Act, section 22, does speak in terms
of applying to the governor-in-council and actually I believe that is the prac-
~ tice that this company has followed in connection with all the cables which
have been laid to date—all six of them. It is a matter of interest that in 1923
When an application was made to the then Secretary of State, the late Senator
Copp recited the statutory authority we had under the 1884 statute and the
Tegulatory provisions that existed under what is now section 22 of the Tele-
Sraphs Act, and the company was officially advised by the Secretary of State
that in view of these provisions it was necessary to apply to the governor-in-
Council at all, as long as a landing licence was obtained from the then Minister
0f Marine and Fisheries, but the practice and policy of the company has always

€en to cooperate with the proper authorities of the federal government
Whenever possible and it is a fact that an application was made in every
Instance although, as I say, there is some legal doubt as to whether the company
1S obliged to do so or not.

As far as any licensing provision is concerned I would say that the company
as no objection to being subjected to a licensing system as such, provided
hat in exercising such a licensing system the statutory rights of the company

S expressed in the statute of 1884 are not nullified. And, secondly, that any
System of licensing that does exist will not be exercised in favour of Com-
Mercial Cable Corporation’s big competitor, about which I will have something
© say in a minute, namely, the C.0.T.C.—the Canadian Overseas Telecom-
rn}mications Corporation, which is a crown company and the hon. members.
Will remember that it was created by a statute of this parliament at the second
S€ssion in 1949,
X Now, to complicate things—I am giving this to you as background in
Tder that you can perhaps better understand the plea which we are putting
sgrward today—the background of cable communications is confused, I might
Sels;'f » by a s_eries of Commonwealth communication agreements. The wvarious
5 ~8overning countries of the Commonwealth have entered into a series of
8reements dating back over a number of years. There was one in 1928, the
lmperial Wireless and Cables Conference, and if you look at the statutes of
> 29 you will see that the parliament of Canada implemented part of the
€Port of that Imperial conference with reference to the Pacific cable.
it Coming down to 1937, there was another Commonwealth empire—I think
Was called—rate conference in 1937. As a result of that conference, a
ber of things were agreed upon by the participants including Canada.
Oanada‘had a delegate at that conference. Now, it is not possible at this date
& tobtam a copy of the report, if there was ever a copy made for public -
SUibution; but reference is made to this by Mr. Connelly of the Department
. ~Tansport when he was testifying before this committee when the C.O.T.C.
% Was before this committee on November 8, 1949. He gave a review of what
prg’pen?d. Dealing with this 1937 conference, he stated on page 13 of the
o Ceedings of evidence of that day, that it was agreed by_ tr}e Commonwealth
tio Crnments that: They would ‘“continue the policy of rgsmtmg the authoriza-
Wir'efr Opening of new circuits which would be detrimental to Cable and
€8s Limited or its associates in the British Empire”.
e hat reference seemed to come out about ourselves and the building of
Cables notwithstanding the fact that certain powers were given to our
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company under the 1884 statute. The significant thing is that in so far as the
1937 agreement is concerned—the 1937 Empire Rates Conference Agreement—
that it was never tabled in this house, and, certainly no legislative action arose
implementing any change in communications policy arising from this agree-
ment. That I might say is in contrast to what the British government did
who were parties to the same agreement. On that point I would refer you to
the British white paper entitled “Cable and Wireless Limited, proposed transfer
to Public. Ownership”. The report is dated April 1946. I am using it at the
moment because of the recital of the history of these communications agree-
ments that have been entered into by Commonwealth countries from time to
time. On page 4, dealing with the reorganization which took place in 1938
. as a result of an agreement which, as far as I can tell, was the one in 1937,
the subject matter ties in with what Mr. Connelly was talking about in 1949.

On page 4 it is stated:

In the United Kingdom the necessary legislative sanction for these
modifications was given by the Imperial Telegraphs Act, 1938.

I submit, as far as Canada is concerned, that the document was never
tabled nor was there any legislative action implemented as a result of that
agreement.

Then the war came along and we come to 1944. By then the Imperial
Advisory Committee had been changed to, I believe, a Commonwealth Com-
munications Council. In the same British government document, from which
I am quoting, on page 5, they recite the fact that there was a meeting of this
Commonwealth Communications Council in 1942 in Australia and another meet-
ing in 1944. As a result of the 1944 meeting:

—the government—that is the British government—did not think
that the scheme recommanded by the council would provide that degree
of central coordination essential to secure the consolidation and
strengthening of the wireless and cable system which was felt to be
imperative. The United Kingdom government accordingly, with the
agreement of the other Commonwealth governments, asked Lord Reith
to undertake a mission to the Dominions and India to explain the diffi-
culties felt by the United Kingdom government and to explore alter-
natives.

Lord Reith made a trip around the world and in due course there was
another telecommunications council meeting held in London Enland in 1945
as a result of Lord Reith’s trip, and he was the chairman of the council
meeting in London.

In item 10 on page 5 of this white paper it is stated:

“The Commonwealth Telecommunications Conference reached the
unanimous conclusion that in order to secure the desired strengthening
and better ordering of the Commonwealth Telecommunications System,
a fundamental change in the present organization was essential. They
recommended: firstly, that the private shareholder interest in the Over-
seas Telecommunication Services of the United Kingdom, the dominions
and India should be eliminated by the acquisition by the respective
governments of the shares in the companies;

- Also, without going into it further, they asked for wider powers for the
Commonwealth Communications Council.

Then, in order to implement all that, in 1948, another Commonwealth Com-

mumcatmns Conference was held and an agreement was entered into an
Canada was a signatory to that agreement. In the recitals to the agreement it
is stated that the purpose of this 1948 agreement was to implement what the

Sl
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1945 conference had decided upon. The only reference, as far as we are aware,
to this in 1945, was a statement made by the Hon. J. L. Ilsley who was acting
Prime Minister. On November 8, 1945—this is in Hansard on page 1931 of the
Second session for 1945—MTr. Ilsley said there had been a meeting in 1945 and—.
“that conference was duly held and unanimously recommended”—and I
will only refer to paragraph (b)—“(b) The public ownership of over-
seas telecommunications services of all the Commonwealth governments.”

It would look, in 1945, as if the Commonwealth governments were intending
~ to nationalize all the external telegraph communication services in the coun-
ftries. If that is the policy of parliament, then that is so, but nothing appeared
In 1945.

In 1948 we were a party to the Commonwealth Telegraphs Agreement in
Which it is stated—and I quote from article 1 part 1—

1. Each partner government in whose territory a local company is
operating external telecommunication services shall purchase all the
shares in the local company which it does not already own or otherwise
acquire the local company’s undertaking to such extent as it has not
already done so.

In the next subsection, they restricted it, in so far as Canada was concerned,

to the acquisitions of assets of the Canadian Marconi Company. Then, part of

€ agreement was that an enlarged telecommunications board would be set up

With headquarters in London, England, to which the signatory countries would

Contribute. The basis on which they contribute is rather involved, and I do
ot think I need mention it here.

Article 11 of the 1948 agreement, to which Canada was a party, says:

Each partner government shall take appropriate action—whether
by legislation or otherwise—to confirm this agreement, to raise and
provide the finance and to obtain the other powers necessary for it to
carry out this agreement.

%\/Iam advised that this 1948 Commonwealth Telegraph Agreement, dated 11
Ay, 1948, to which Canada was a party, was signed on behalf of the govern-

Ue?t of Canada by Mr. N. A. Robertson who was High Commissioner in the
Nited Kingdom, but that that agreement has never been tabled in parliament
certainly has never been implemented. On this point, let us look at the

ec?"d of the British government in accord with item 13 on page 6 of this
Ite paper which states:

It is the government’s intention to seek further parliamentary
~ approval later for the establishment of the Commonwealth Telecom-
Munications Board and the implementation of the scheme recommended

by the Commonwealth Telecommunication Conference.
QoﬁnirSubmit, hon. members, that that is not what has been done in this

Y. .

¢o COming down to more recent times, and the effec?: that all t}}is l?as on our
ri nﬁpany because of the fact that the last cable was laid in 1923,'1n view of the
thga ts Which this company has under a Canadian s‘tatute_, what is more logical
ap 111 that the company will decide that they want to build another cable. An
T Plication t, build a coaxial cable was made to the government of Canada.
g € statute talks about the governor in council but it was submitted.to the
€nment of Canada through the Department of Transport on September
We 1954, although it is a fact that some of the members of the government
for € aware of the company’s intentions a year previously. In any eyent, the
'Dlacea~ application was made on September 13, 1954. Now, the hearings took
in the Hunter Building here in the city. I think there were sixteen
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delegates in all and the meeting was chaired by the Assistant Deputy Minister
of Transport and representatives of the department and the company were
there; also I believe there was perhaps a representative or two from the
Department of External Affairs and the Department of Finance which seems
to be quite proper..

But, who in addition was there to pass judgment on the application of
this company? = There were four representatives including the president of the
crown company, C.O.T.C., which is now in competition with our company and
has been since 1949; and, if you please, Colonel Reith representing the British
post office. You see the difficulty in which this puts a private group who are
applying to a department of government as they are required to do under the
statutes of Canada. We have copies of the briefs submitted at that time if any
hon. members would like to see them.

Our ‘whole case is presented, and who is there, sitting in judgment, but
none other than our competitor C.O.T.C. and their English counterpart the
British post office. We submit that that is not a good thing or fair from the
standpoint of a private company. The upshot of that application was that on
February 9, 1955, a decision was made and we were advised by the minister

that in so far as through coaxial cable—that is a cable coming from Europe"

to the United States—was concerned it was in order to be landed at New-
foundland or Nova Scotia but that no local outlets would be allowed to Com-
mercial Cable Corporation in Canada, notwithstanding the fact that since 1886,
Commercial Cable Corporation never operated land lines but entered into an
interchange agreement with the Canadian Pacific Telegraph Company and have
been working with them by agreement ever since.

As a result of this decision, they are denied the right to participate in the
expansion of Canada and to improve their own facilities. In this connection,
Mr. Henderson will follow me and will give you the technical information.
Coaxial cable is more recent than any type which existed in 1923. On that
point I would like to make comment on one or two observations that were
made by the minister when he was piloting this Bill 212 through the House
of Commons on second reading. You will remember that he stated that a
review of the Telegraphs Act was necessary. I am paraphrasing what he said
but I think I am reasonably accurate. The minister said that the review of
the Telegraph Act was necessary because of technological developments. Our
application was not made until September, 1954, and my information is that
coaxial cables on land lines in North America had existed since 1934. The first
one waslaid from New York to Philadelphia; and as far as submarine coaxial
cables are concerned, one was laid between Key West and Cuba in April 1950,
and in the same year between England and Denmark, under the North Sea.

My submission is that a co-axial cable is not something which has come 10
light very recently and that it was used commercially in submarine work,
as far back as 1951.

Now with a statute such as the Telegraph Act—which was enacted 75
years or more ago—it is logical that perhaps it might have to be reviewed, but
I submit that the government and parliament had an opportunity to review. the
Telegraph Act in 1954 because it was amended in that year.

Hon. members will recall that one member—I think the member for St
John-Albert, New Brunswick—raised the question at that time because he felt
that the amendment dealt with then conflicted with certain provisions if
another section of the act, and he raised the question and was advised by thé
parliamentary assistant—and I shall read from Hansard for Thursday, February
18, 1954 at page 2231, where Mr. Langlois said:

I do not think the hon. member has clarified the point he wishes
to make. However I can assure him that the law officers of our depart-

ment have thoroughly considered the amendment before submitting ity
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I submit that if the advent of the commercial cable was going to present
any difficulty, then it was in 1954 that the matter should have been dealt with.
And hon. members will remember that about the same time that the Telegraph
Act was being amended in 1954 you had your enabling bill, the Eastern Tele-
graph and Telephone Company bill which was going to permit the Canadian
Overseas Telecommunications Corporation te participate in the trans-Atlantic
telephone system, and that occurred about the same time, in March, 1954.

I submit that the key date was September, 1954, when Commercial Cable

made application. But the whole result would appear to be that the government
. of Canada does not want to have private competition notwithstanding the
Treassurance by the minister in 1949 when the C.O.T.C. bill was before parlia-
Mment, when he said there was no intention of C.O.T.C. to create a monopoly,
and he said there would be plenty of competition. It would appear however—
Unless there is strong evidence to the contrary, and we have not seen any
evidence to date—that the desire of the crown company is to gain control of as
much business as they can.

If Commercial Cable Company is denied the right to improve its facilities,
then in all seriousness they will ultimately have to consider what their future
Will be in Canada. They cannot carry on in 1956 with horse and buggy equip-
Ment in a jet machine age. So that, in summary, we oppose the bill on two
8rounds: first, if the government of Canada is going to be bound by the Com-
Monwealth agreements—and it is for parliament to say—then they should do
What the British do, and that is to enact the necessary legislation which will be
Necessary to over ride the rights which Commercial Cable Company have in
their 1884 statute, and which are still good today.

For the reasons I have mentioned, they have not done so. Secondly, here is
& company which has rights, wide rights under a statute of this parliament,
and_ they want to improve and expand their facilities, and as a result of a
decision by the minister in February 1955, they are being denied that right.

Finally, as far as Bill 212 is concerned, it is not for us to say; it is for the
Committee and eventually for parliament to say; but it seems to us that it
Presents the fact that bill 212—and these are suggestions as to how parliament
fan get around the difficulty and still safeguard the rights of our client, Com-
Mercial Cable Company—that is by adding a new section which would read:

Nothing in this part affects any right or obligation granted or
imposed by chapter 87 of the statutes of 1884,
and that was the Commerecial Cable statute of that year. '

Looking through the statutes of Canada there is a precedent for it; those
Words' were taken from the Transport Act of 1937 or 1938 when it was enacted.
_ Flnally, now that it is a fact that C.O.T.C. and Commercial Cable Company
Eone a crown company and one a private corporation—are in competition, and

€re is a precedent for that, just as there is in the railways, perhaps the time
S now come when it would be easier for the department if the regularity
fr?wers conferred upon the governor in council under the Telegraph Act—which
; fact would be administered by the Department of Transport—perhaps the
Me hag now come when those powers should be transferred to the Board of
fansport Commissioners in order to protect the interests of both groups, those
€ public and those of the private groups.
D Taking Bill 212 as it stands, that could be achieved with a new section on
38e 2 instead of the words:

The governor in council may make regulations if you substituted

Ele Board of Transport Commissioners may make orders and regula-
ions, : :

Y 7
elou could carry on as it is now. That would be on page 2 of the bill in
Use 49,
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If that was accepted it would be necessary to go one step further and
to add these words: which would read that:
All provisions of part III and this part dealing with external
submarine. . . .. '

By Mr. Hamilton (York West):

Q. Would you please read that more slowly?—A. I have a number of
copies but I did not want to go beyond the rules of the committee;—that “ail
the provisions of part III”—which is another part of the Telegraph Act which
deals with cables—‘“and this part—" that is the new part being incorporated
in Bill 212—*“dealing with external submarine cables shall come under the
jurisdiction of and be administered by the Board of Transport Commissioners”.

There is one further point which arises out of our curiosity from the view-
point of the law; in view of the fact that we have not followed the practice
in the United Kingdom, I submit with respect that there is a correct practice
in law which is the passing of enabling legislation under the set-up of this
Commonwealth Telecommunications Board. We would like to know—the fact
is that the board exists, and first of all: has Canada sent delegates since 1950
or 1951; and secondly, who those delegates have been? Thirdly, do they
meet one, two or three times a year? And fourthly, how is money appropriated
in order to finance Canada’s share of the cost as provided in the 1948 Common-
wealth Telegraph Agreement?

That is all I have to say, but Mr. Henderson, our vice-president, has certain
information which he thinks would be of interest to the committee before they
attempt to reach a decision on this bill.

By Mr. Cavers:

Q. Mr. Chairman, I have one question. I understand that between 1884
and 1894 two cables were established, in a period of ten years; and then in a
period of six years between 1894 and 1900 one cable was established; and

- after the expiration of five years, in 1905, another cable was established; and
after 18 years, between 1905 and 1923 one cable was established; and then in
the intervening period of 30 years, may we take it that no application was
made?—A. I think Mr. Henderson could answer your question better than I
could.

Q. Did you find that there was any need for additional services between
1923 and 19537

Mr. HamintoN (York West): Are we going to question these witnesses
after we are all through?

The CHAIRMAN: Let us call on Mr. Henderson now.

By Mr. Hamilton (York West): ;

Q. Perhaps the witness, Mr. Corlett, might submit his brief. Do you want
to make it part of the record, or is it going to be read later on by someone else?—
A. It was not our intention to take up the time of the committee to read it
verbatim, but we have no objection to including it as part of the record it it
is the desire of the committee. ;

Hon. Mr. MARLER: I am somewhat disturbed by that suggestion. I have read
over the brief rather carefully and I find there are a number of passages in the
brief where the statements do not properly interpret the facts. If the Com-
mercial Cable Company wishes to put its brief before the committee, obviously
that would be its right, but in that case it should be the right of every member
of the committee to have an opporunity of asking questions on passages which
I do not think are in conformity with the facts. ;

Mr. HaMiLtoN (York West): We would like to examine it too, and I
think the brief should be read.

24
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Mr. FoLLweLL: I think it should be read.

The WiTnESS: Do you want me to read the brief now before Mr. Henderson
is called?

The CHAIRMAN: Yes, proceed.
The WITNESS:

I. Historic Background of Commercial Cable Company of Canada

1. In the year 1884 by a special act of parliament, 47 Victoria Chapter 87
assented to April 19th, 1884 (copy attached as schedule “A”) the Commercial
Cable Company was given a broad charter and authority by the dominion par-
liament to land submarine cables and do business in Canada including the
erection of telegraph lines across Canada. It has never erected telegraph lines,
leaving this field to others and especially the Canadian Pacific Telegraphs with
which it has exchanged traffic in Canada since 1884 on a contractual and co-
operative basis. The Commercial Cable Company has owned and operated for
many years a north Atlantic submarine cable system consisting of six cables
extending between the United States, Canada and Europe. These cables were
landed and operated on the shores of Canada under the above authority or
charter granted by parliament. (Four of the cables of this system, land or
touch the shores of Newfoundland for which authority was originally granted
by the Newfoundland government). Two of the six cables were laid in 1884,
One in 1894, one in 1900, one in 1905 and the latest in 1923. The present cable
Capacity is inadequate and is limited to 9% duplex channels. These cables touch
on Canada and service the Canadian public from coast to coast through the
?anadian Pacific Telegraphs. With the fairly recent development of the greatly
Improved coaxial cables and the increase in use of cable communications, these
facilities are now old-fashioned and inadequate for the present demand of
Canada"s expanding business and the clients in Canada of the Commercial
Cable Company. :

2. The charter is very wide and inclusive. The powers have never been

abused. The cable rates must be approved by Canada (Department of
Tansport). '

By Hon. Mr. Marler:

{ Q. Is that a correct statement, Mr. Corlett?—A. Our information, Mr. Min-

Ister, is that in the charter, under the existing Telegraph§ Act, control over

Tates appears to be governed by the Board of Transport Commissioners. But,

In our statute there is a provision which says that they cannot increase the

rateS_Withou‘c getting the approval of the government—having in mind, you see,
at in 1884 there was no board of railway commissioners.

y Mr. Nixon: Mr. Chairman, if this brief is to be read, could we not have it
€ad through without explanations as we go along?

Hon. Mr. MarrEr: I .think Mr. Corlett is answering an objection on my
I:ri:'ttto the statement that the rates were subject to the control of the govern-
nt, ;

Mr. Nixon: I see.

C The Wrrness: Mr. Minister, there is a section in the Commercial Cable
1 OMpany Act dealing with rates. I have not just been able to lay my finger on it.
am quoting from section 8 of the Commercial Cable Company Act:

Provided, that the present existing rates charged for messages from
any point in Canada to any point in Great Britain or Ireland, shall not
be increased by the company hereby incorporated, or by any company
With which it may be ‘connected, or with which it may be pooling its
Teceipts or to which it may be leased, unless such increase be first
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approved by the governor in council: provided further, that the rate
charged for the transmission of a message of 20 body words over the
lines of the company between any two points in Canada, shall not be
more than 25 cents,—

I think it is a fact that the statute operates only in terms of increase. But,
it is also a fact that the Commercial Cable Company have always submitted
their rates, whether individually or in concert with other companies, to the
Department of Transport before it put any changes into effect. They have,
I think, obtained their concurrence, or certainly their blessing. Certainly, I
know, that has been the practice of the Commercial Cable Company, although
technically speaking, if they were reducing their rates, perhaps they did not
have to go to the government. Because there, you see, is an inconsistent
provision with the provision in the Telegraphs Act which says you go to the
Board of Transport Commissioners. Certainly I may say they have never gone
to the Board of Transport Commissioners.

By Mr. Follwell:

Q. Mr. Chairman, if we are going on with this, the witness says that they
submit the rates to the Department of Transport, but he did not say that the
Department of Transport could take exception to them, or control them.—A.
Mr. Follwell, I think if you want more information on that, I would have to
turn to—

Q. Is that what you are implying?—A. Perhaps if I were ambiguous I
- could clarify it in this way: the Commercial Cable Company have always con-
sidered that they had to go to the Department of Transport when there has
been a rate change in prospect. They have always done so. But, more recently
there has been some doubt as to whether the department had jurisdiction
there, because the private statute talks about going to the government if a
rate increase was proposed. But, no reference was made to a decrease in the

rate. I gather that the cable rates are going down, generally speaking, rather

than up.

Q. Maybe I should rephrase my question, Mr. Chairman. Was there ever
any exception taken to a rate by the Department of Transport, when it was
submitted?—A. Mr. Martin I think would have to answer that. He is the
Canadian manager,

Q. Maybe I should not interfere.

Mr. MARTIN: What was that question again, sir?

Mr. FoLLWELL: Perhaps you should leave it until a little later.

Mr. HAMILTON (York West): I understand there is competition in this line
anyway, and if you raise your rates too high I assume there is another company
to carry the necessary message.

The WirNEss: I think that would be so Mr. Hamilton, yes. We have no
objection to competition and we will take our chances there,

By Mr. Carter:

Q. Mr. Chairman, either the statement is correct or it is not. The state-
ment here does state that the cable rates must be approved. Is that statement
right or wrong? I would like to know, must they have the approval, or
not?—A. Perhaps in answer to the honourable member’s question: at the time
that this brief was written it was our understanding that they had to be
approved. Since then Mr. Martin, in conversation with officers of the Depart-

ment of Transport, has advised us that the department are of the opinion that.

they have no control over the rates, although it is a fact that the Commercia
Cable Company have always submitted their rates to the department in advance
and have obtained their general concurrence at least.
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Q. Yes, but that does not make this statement correct.—A. That might
stand subject to modification. But, there is provision in our charter, and if
the honourable member requests, I will have somebody look at it while I
continue, and I will come back to it, but I will certainly give the information.

Q. The minister challenged the accuracy of it, and that is all we are
interested in. It is either accurate, inaccurate or doubtful. If it is doubtful,
let us not say that it is accurate——A. If it involves an increase in the rates
control exists, and if it involves a decrease in the rates, it would appear as if

~ the company does not have to go to the government for approval.

By Mr. Hamilton (York West):

Q. Is there a section in here covering the question of increases, Mr. Corlett?
I have been looking through it here to see if I could find it—A. Yes, to the
best of my knowledge there is, Mr. Hamilton.

By Mr. Green:

Q. There is also one about decreasing, is there not?—A. The minister
Tefers me to section 8: “The directors of the company may, from time to time,
fix ang regulate the charges to be made by the company in Canada for the
Sending and delivering of messages over its lines or cables: provided, that the
Present existing rates charged for messages from any point in Canada to any
DPoint in Great Britain or Ireland, shall not be increased by the company hereby
Icorporated, or by any company with which it may be connected, or with which

may be pooling its receipts, or to which it may be leased, unless such
Merease be first approved by the governor in council: —”

By Mr. Hamilton (York West):
Q. And from there on it deals with the rates in Canada, is that not right?—
A, Yes: “Provided further, that the rate charged for the transmission of a
me.SSage of 20 body words over the lines of the company between any two
Points in Canada, shall not be more than 25 cents, and that the charge for
Sach body word beyond 20 in such message shall not be more than one cent.”
thut' my understanding is that the company have never exercised the right
at_; they had to build land lines, so presumably the last part would not have
direct application today.
th Hon. Mr. MarrEr: I think the committee should remember that in 1884
€ rates were very high in contrast with those of the present time. They were
4 ¥ substantially higher. In other words the 1884 ceiling, which seems to exist,
"2 Very high ceiling and has no relation to the present rates at all.

ver

By Mr. Hamilton (York West):
dig Q-_Is this ceiling set out here from line 35 to 40—that is, prov}ded you
Pr. bu{ld lines here in Canada—is that high, or would that be consu%ered as
°t§ct10n for the public now?—A. I would have to direct that question, Mr.
ini:mﬂ_t‘)n, to one of the technical men. I understand that the company has no
€ntion of bujlding land lines.
- I do not intend to question you here, but it has been raised by the
Sect er as to the accuracy of your statement. The fact is that according to
govlon 8 if there is an increase you have got to get permission from the
€rnor in council?
Hon, Mr, Magwgr: Increase over the 1884 rates.

Sect'Mr' CARTER: Which are comparatively high already. In other words this
'on has no meaning at the present time—mno actual practical meaning.

Wﬁull\é[r' ForLwerLn: Will we get information as to whether the present ceiling

€ ade ?
y 4074, quate?
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By Mr. Hahn:

Q. Mr. Chairman, what is the present existing rate?—A. Either Mr. Martin
or Mr. Henderson will be able to answer that.

Mr. MArRTIN: Under the Canadian rate, from Canada to the United Kingdom
it is 15 cents per word.

Mr. HaeN: So this would not come into effect until it got over 25 cents, and
then you have to go to the governor in council?

Mr. MARTIN: May I answer this just at the moment, sir? In referring to the
control of rates, we have always understood that under the Telegraphs Act,
paragraphs 31 and 32 covered that. For example, 32 says “that the company
may charge for the transmission of messages, and may demand and collect in
advance such rates of payment therefor as are fixed by by-law of the company
as its tariff rates and approved by the Transport Commissioners for Canada.”

Hon. Mr. MARLER: Mr. Martin, you are suggesting the Telegraphs Act does
override the special statute, are you not?

Mr. MARTIN: No. \ 3
Mr. CARTER: Then it has nothing to do with it.

Hon. Mr. MARLER: Mr. Chairman, I suggest that we should go on with the
brief, and perhaps come back to the question.

Mr. NicHoLSON: Before we leave this rates part, the witness gave the rates
from Canada to the United Kingdom. What about vice versa; could you give
us those rates?

Mr. MarTIN: The rates are approximately the same. I beheve it is @
shilling per word, and at the present rate of exchange it would be approximately
15 cents per word.

Mr. HamiLToN (York West): In the latter part of the section it refers t°
25 cents within Canada. What were the 1884 trans-Atlantic rates, do you know?

Mr. MARTIN: I am afraid I would have to go back and check that.

Mr. HaAMILTON (York West): Check that for us.

It is to be noted particularly in sec. 3 of the charter that 1f the enumerated
public statutes relating to marine cables and land telegraph lines, conflict with
the powers granted by parliament, the powers granted in the private charter
are to override these public acts. As a matter of interest these same two publlc
statutes referred to in section 3 of the commercial cable charter were con-
solidated into what is now known as The Telegraphs Act in 1906 and haveé
been carried down to the present time in practically the same language 35
appears in the present Telegraphs Act. Nevertheless, the plans and specifica”
tions of any new cable must be approved by the governor in council (lines
and 9 of Section 2 of the charter).

3. In other words, the Commercial Cable Company was and is already
licensed by parliament to do what it has been doing for the last 72 years an :
there is adequate control of rates and where and how the cables will be laid, §
ete.

e s gt

s,

4. The Commercial Cable Company has been and is manned and manal"ed 1
in Canada entirely by Canadians. Mr. E, A. Martin of Montreal has spent &
lifetime in its Canadian service and has been its manager for many years.
was born in Quebec city and dlstmgulshed himself in the last war headiP
Control and Telecommunications in and out of Canada.

5. No formality or difficulty was ever raised in the past when apphcatw”ls
were made to land these cables and have outlets in Canada. In fact when .
application was filed with the government of Canada to lay the 1923 cabl®
the company was oﬁ‘iclally advised by the Secretary of State that no ordel“ln 1
council was necessary in order to permit the company to proceed under 1
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" charter with this project. A letter of authorization from the Honourable

Ernest Lapointe as Minister of Marine and Fisheries was all that was necessary.
These applications were of course all made before the Commonwealth Agree-
ments on Telecommunications.

Hon. Mr. MARLER: I take it that none of those cables that were referred to
Wwere coaxial cables?

Mr. KENNEDY: No.
The WiTnEss: Mr. Kennedy says ‘“no”.

II. Historic Background of Commonwealth Telecommunications Agreements

1. The Canadian government through the Department of Transport or ifs
Dredecessors sent delegates to all of these Commonwealth Conferences on
Telecommunications and Canada was a signatory to these agreements. It is
found, after thorough research, that none of these agreements were ever imple—
mented by parliament in order to become law in Canada and thus be binding
Upon organizations doing business in Canada, except in the case of the 1928
agreement. The agreements in question ‘were:

(a) Pacific Cables Act and schedules thereto attached including report
of Imperial Wireless and Cable Conference 1928 (R.S.C. 1929 Ch.
50 which authorized the Canadian government to act only with
relation to the Pacific Cable). This aside from the law, shows that
parliament must implement any such agreement.

(b) The 1937 conference and agreement to resist the opening of new
circuits. The word “resist” is not prohibit. The 1937 agreement
was never implemented by parliament and it is doubtful if a copy
can be obtained except from the Department of Transport files.

(¢) Cable and Wireless Limited proposed transfer to public ownership,
which is a “White Paper” based on Sir John Reith’s Report of- 1945
and presented by the Chancellor of the Exchequer to the British
parliament in 'April, 1946. This has no effect in Canada but is the
background leading up to the formation of the Canadian Overseas
Telecommunications Company (C.0.T.C.) a crown corporation.

(d) The 1948 telecommunications agreement—This was,not even tabled
in the House of Commons and was not approved by parliament
except so far as C.O.T.C. was set up. It was however immediately
after this, in 1949, that C.O.T.C. was set up, and an abortive attempt
was made by the Department of Transport to put Commercial Cable
Company out of business in Newfoundland. Indeed the governor
in council had gone so far as to pass an order in council to give
authority for this.

98 an. Mr. MARLER: Mr. Chairman, I would like to interrupt at this point to
ofﬁ‘ll‘ With this statement that an abortive attempt was made by the Department
1 ransport to put Commercial Cable Company out of business in Newfound-
he facts of the matter are that there was, before confederation, that is

a Say, before the union between Newfoundland and Canada—there was an
€ement between the government of Newfoundland and the Commercial

€ Company, clause 5 of which provided that the government would hand
= to the company, that is the Commercial Cable Company, at Port aux
qQues and St. John’s, all traffic destined to points outside of Newfoundland
Othe Ng within the government’s control, unless directed by the sender, via some
wn . Toute. . Now, when Newfoundland entered confederation, and the com-
. Cation lines of Newfoundland were entrusted to the Canadian National

Can gé’aphs for maintenance and operation, it was only natural then that the

Ovep

7340;311 National Telegraph should object to any agreement which would
4~2§
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require it to transfer to the Commercial Cable Company all traffic originating
in Newfoundland, destined t6 points outside of Newfoundland which, of course,
includéd the mainland of Canada, and the Canadian National Telegraphs
requested the department to cancel the agreement under a clause of the agree-
ment which called for six months notice and so, pursuant to the terms of the
agreement, that notice of cancellation was given, and, as I have indicated, it
was done in order that Canadian National Telegraphs could carry out its
operation of the telegraph lines in Newfoundland; and therefore I think this
statement was an attempt that an attempt was made by the department to put
the Commercial Cable Company out of business is entirely without foundation.

Mr. HaMIiLToN (York West): Could I ask the minister whether he would
expect any difference in the attitude of Canadian Pacific Telegraphs if as a
result of this legislation they had to deal only with government control?

Hon. Mr. MARLER: Are we talking of Bill No. 212? I do not really think
it lends itself to that interpretation.

Mr. HaminTon (York West): You do not see any comparison.

Mr. CARTER: May I ask the minister if the government of Newfoundland
concurred in that solution?

Hon. Mr. MARLER: I am sorry, I cannot answer that question but I can
obtain the information.

Mr. CARTER: What I am trying to get at is this: agreements existing at the
time of confederation were covered by the terms of union. Was that cqncell.a‘
tion in accordance with the terms of union?

Hon. Mr. MARLER: I assume it was, Mr. Carter, but unfortunately I can-
not confirm or deny what you have just said. ¥
The WrTnEsS: I think perhaps Mr. Henderson would be in a position to
give an answer on that. : : :
Mr. HENDERSON: I did not quite hear the question. 4

Mr. CARTER: My question was whether the cancellation was covered by
the terms of union—or whether the terms of union were such that would not
permit cancellation.

Mr. HENDERSON: I do not know, sir.

Mr. CarTER: I understand that agreements existing between Newfoundland A
and any other country at the time of confederation were validated by the term$
of union. I am raising the question whether they could be cancelled just o
the objection of the C.N.R., or whether that would be a violation of the terms$
of union.

Mr. HENDERSON: I do not know anything about those terms of union.

The WITNESS:
(e) The Bermuda Telecommunications Agreement of 1945 was n?t
tabled or implemented by parliament and dealt only with radio

circulits.

2. Only parliament can implement a treaty or agreement. There are many
Supreme Court of Canada and privy council cases on this point if they aré
needed. The agreements are not apparently available in Canada. The onl
evidence apparently available to us in Canada on these agreements is to
found in a formal statement made by the superintendent of radio, Departme?
of Transport, when the C.O.T.C. bill was before the House of Commons com”
mittee on November 8th, 1949. (minutes of proceedings and evidence, pages ;
11 to 14 inclusive). However, in particular, you are referred to the agreemed”

of 1937 which in effect says—Canada will resist wew outlets or circuits for @™ f |
l {
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new cables in, to or out of Canada to any private company and will proceed
to control all communications in and out of Canada. The 1948 agreement was
made just after the last war. Parliament was never asked to approve it, as
Was necessary, except so far as it was necessary to refer to these agreements
In 1949 when C.O.T.C. was set up by federal legislation (1949, 2nd session,
chapter 10). It is doubtful if the 1948 agreement under which C.O.T.C. was
Set up was ever printed in Canada let alone tabled.

3. Attached as Schedule “B” are pertinent questions and answers from

MHans'ard, second session 1949, taken from pages (338-348), (397-402), (1033-

1036), (2244-2249), dealing with this, in which the then Minister of Transport,
the Honourable Lionel Chevrier, speaking for the government would appear to
have assured parliament:

(a) that C.O.T.C. was just set up as a crown corporation to take over
certain specified assets of Canadian Marconi Company at a speci-
fied price and to operate same. No wider or further powers have
ever been given.

(b) It was not to be a monopoly and the continued operation of Com-
mercial Gable Company and Western Union were specifically men-
tioned. By inference these specifically mentioned. By inference
these private companies were not to be interfered with in any way
by reason of C.O.T.C. being set up.

1. Actions by Governement or Department of Transport from 1949 to date

s (1) C.O.T.C. was as stated set up in 1949 under Chapter 10, second ses-
101,

(2) Newfoundland came into confederation on 31st March, 1949.

(3) After confederation in 1949, the Department of Transport advised
';he Commercial Gable Company that they must get out of business in New-
Oundland, giving six months’ notice. (Letter attached as Exhibit “C”).
Hon. Mr. MaRLER: Do you really think that that letter attached bears
Out that statement?
i The Wrrness: I think, ‘Mr. Minister, it is true that the letter was put
Mmerely as an indication of a trend. I concede the fact that the letter refers
© What I think was known as a traffic agreement.
th Hop. Mr. MarLer: I think it would be better if the brief stayed within
€ limits of the facts.
Stat, The Wirness: Mr. Henderson might want to add something to that
€ment; perhaps he will do it later.
= Mr. CaRTER: May I ask one question at the point of anybody who can
SWer it. Did the Commercial Cable Company pay any royalties or fees to
€ Newfoundland government before confederation?
Mr. HENDERSON: Yes, they did—$20,000 per annum.
,MI‘- CaArRTER: Do you pay any fees or royalties now?
Mr. Hexperson: We do not.
can Mr, CarTeEr: You stopped paying royalties when the agreement was
celleq?

Mr. Henperson: That is right. .
ha The’WITNESS: This was the first sign that Commercial Cable Company
eﬁon?f what has followed from then on, and would appear to be the first
Men of the canadian government to implement the commonwealth agree-
$ by indirect methods without parliament approving such agreements.

bt e A i

R
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IV. Applications for mew cable and outlets in Canada

1. Back about 1950 the Commercial Cable Company realized it needed
new cables of the improved coaxial design to take care of the greatly increased
demands made upon its services. They reported their intentions to the can-
adian government officials in 1953, There were delays caused by extensive
surveys, plans and specifications, arranging for cable ships, arranging the
$25 million financing and by change of route requested by government and
other matters so that it was not until September of 1954 that all the plans,
maps, specifications, financial agreements, etc. were complete and filed with
the canadian government in a well-prepared and complete application cover-
ing practically every detail. The Commercial Cable Company was to have
twenty-four outlets in Canada available in this cable as needed over the
years to come, to take care of the business from the Canadian Pacific Tele-
graph Company and clients of The Commercial Cable Company. These might
not all be needed by The Commercial Cable Company for use in its Canadian
business at first but will be made available as the needs of Canada expand
or as requests are made by the government of Canada or C.O.T.C. for use
of circuits. All such new business would be at rates controlled by the govern-
ment of Canada,—so all Canada could suffer, would be better cable service.
The proposed cable was to connect the shores of the United States, Nova
Scotia, Newfoundland and eventually Great Britain.

A meeting was pressed for by the applicant. After a slight delay, namely
on September 13th, 1954, a meeting was arranged to permit the Commercial
Cable Company to officially explain and answer any questions on the applic-
ation already filed. This was held at the board room in the Hunter building.

Some facts that throw light on the deductions herein made are set out:

At the meeting there were some sixteen men, four (4) delegates from
the Department of Transport, four (4) from The Commercial Cable Company,
one (1), who acted as secretary, from the privy council as the application was
necessarily addressed to the governor-general in council. Among the others,
it is interesting to mote that there were three (3) representatives from Can- -
adian Overseas Telecommunications Corporation (C.0.T.C.), including itS
president, to whom nearly everything said was referred for his comment o7 :'%

4

approval. There was also a representative, a Lt. Cal. Read, from the B.P.O.—
Cable and Wireless (of Great Britain). C.O0.T.C. and Cable and Wireless are
direct competitors of The Commercial Cable Company and they were sittingd -
in judgment upon this application.

Mr. Haminton (York West): It sounds like the C.B.C. i

The WitneEss: The Minister or Deputy Minister of Transport were not
present.

The chairman was a new appointee to the job of Assistant Deputy Minis-
ter of Transport.  He very fairly stated he knew nothing about the matter
or about cables, and then, in almost the same breath, said words to the effect
that The Commercial Cable Company could not make the application and do
what they were asking to do. This was before any explanation or reading
of the application had been made by the Commercial Cable Company repré-
sentatives. It was a very abrupt and undiplomatic beginning and end, to sa¥y
the least and showed the subsequent trend of events. Mr. Bowie, president
of C.O.T.C. the crown corporation which is a competitor, undertook to 100
over the application and give the Department of Transport his opinion. Nothing
further was decided at this meeting which was the only meeting ever held bY -
the Department of Transport though the representatives of The Commerci :
Cable Company later saw C.O.T.C. at a technical meeting at the C.0.T.C.
building in Montreal.
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{ From the above and other facts, the natural deduction is that everything
1S run by the crown corporation. Further, that any information (confidential
or otherwise) filed with the Minister of Transport under a Bill like 212 would
80 to the crown corporation just as all the vast correspondence regarding this

- application to date has apparently been given to this crown corporation or its
directors.

After six months of argument, permission to land on the coast of Canada
and pass the cable through was given;—but the Commercial Cable Company.
Was denied outlets in Canada except such as might be requested by the Crown
Corporation, C.O.T.C.

2. When the application for the new cable was made, The Commercial
Cable Company stated therein that it would base one of its cable ships at
alifax, with an estimated annual expenditure in Halifax of about $800,000.
This has been done and the S. S. John W. Mackay, a cable ship, is there now
€mploying mostly Nova Scotians as a crew. In addition, if and when the
Cable starts, depending on outlets being granted, considerable capital expendi-
tures will be made in building or laying the cable' on land (Nova Scotia and
ewfoundland). Also, it is estimated that annual expenses of the new cable
Stations in Nova Scotia or Newfoundland will be in the neighbourhood of
.100,000 per annum. The financing of the cost of the cables has been arranged
Slhce early in 1954 and the capital standing by available. Canada has been
Offered an interest in the cable but apparently does nmot want same.
Hon. Mr. MarLER: Mr. Corlett, I wonder if you could substantiate that
Statement that Canada has been offered an interest in this cable company,
€Cause I have looked over the whole departmental file concerning this matter
and I could see there no offer whatever of an interest in this cable company.

Mr. Gordon MACLAREN: You were good enough, I think, to give an appoint-
Ment to myself, Mr. Kennedy and Mr. Martin and on that particular occasion
Suggested it to you, and you said: “No, we don’t want any part of it.”

X Hon. Mr. MaRLER: I must admit I consider it a very strange way of offe_ring
§ an interest in the cable company—that you should do it at an oral interview.

I_VII‘. MAcLAREN: I may be wrong, but I may have suggested it at former

meetmgs which we have had with you, asking you if you wanted participation,

t you have never come forward so we have never offered anything in writing.
admit it is not in writing.

By Mr. Hamilton (York West):
Q. This appendix E which is referred to—where does it originate?
The Wrrness: I have not got an appendix E.
Some hon. MemBERS: Appendix D.

The Wrirness: That, Mr. Hamilton, is an official letter which we received
0m the minister as a result of the application of September 13, 1954. There
3 a letter from the minister dated February 9, 1955.

fro

By Mr. Hamilton (York West):

Q. 1 may be confused, but exhibit D in my document seems to be—A.
0;:: Sc?rry. In one or two copies there was an addendum E attached, but in
- °IS it reads right through.

o QI says the addendum attached is exhibit E. Where does it originate?
are on this point now.—A. The addendum.
Q. Yes.—A. I think perhaps it was an after-thought which came to our

d after the brief had been prepared.

{‘
l
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By Mr. Johnston (Bow River):

Q. Are all these copies of the btief the same? I cannot find the statement
in my brief—A. We will have to accept the responsibility for that. The only
main change after the brief was mimeographed was this argument which we
put in in the form of an addendum and it would appear that some of the
copies of the brief do not have that. '

This may be in the best interests of the Canadian public and the general
Canadian economy under the urgency of the present circumstances. However,
the Nova Scotia taxpayer is backing his share of this government loan, even
though Nova Scotia does not stand to benefit from the gas pipe line, and may
even suffer further loss of markets for its coal in competing with this new
source of gas fuel. Therefore, when another United States company that has
been doing business in Canada, under charter or license directly from par-
liament, for 72 years, proposes to expand and improve its trans-Atlantic cable
facilities to better serve the Canadian public and in doing so, bring consider-
able capital construction expenditures to Nova Scotia and Newfoundland, plus
the basing of a cable ship at Halifax with an annual expenditure of close
to one million dollars in these two provinces, it seems logical that the gov-
ernment of Canada should be most willing to approve of outlets or circuits in
Canada from this- proposed cable as already authorized by parliament. Espe-
cially when this expansion would be paid for entirely by the cable company
without any loan or subsidy by the government of Canada.

By Mr. Habel:

@. At this point, can you explain how you came to that conclusion:
“Especially when this expansion would be paid for entirely by the cable
company without any loan or subsidy by the government of Canada.” Are
you trying to infer that we are paying a subsidy to trans-Canada Pipe Lines?—
A. No. I do not think that the word has any significance. Our understanding
is that a loan had been made. We were endeavouring to point up here where
greater facilities would be available to Canada and that this private group
were willing and in a position to put up all the money themselves or through
their backers.

Q. Why was the word “subsidy” used there?—A. I would be willing t0
withdraw the word “subsidy”. There was no significance to it.

Q. It has a real significance there.—A. If you would prefer it, I would
be willing to delete “subsidy” and refer to it only as a loan. I can assure
you, for our purposes, we are not entering into the pipeline debate. Techni-
cally I see the point; it was a loan and not a subsidy. If you wish I am quité
willing to delete the word “subsidy”.

Mr. NicHoLSON: There was a subsidy in the interest rate.

By Mr. Carter: :

Q. Mr. Chairman, while we are on this point, you mention an expenditur®
of close to $1 million for Newfoundland and Nova Scotia. How is that broke?
down as between Newfoundland and Nova Scotia? You mentioned $800,000
for Halifax for the ship and then there is the balance of $200,000 to be divided
between the two provinces. Would that balance of $200,000 still be divide
between Newfoundland and Nova Scotia?—A. Between the two provinces'
Where it is necessary to maintain the cable ship at Halifax, it would be manné
mostly by Canadians.

Q. So far as Newfoundland is concerned, it would not be more than
$200,000?

Mr. G. F. MacLAREN: It will be roughtly $250,000.
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The WiTNESS: Why should the government refuse the Commercial Cable
_Company the right granted by Parliament to have outlets or circuits in Canada
In its proposed new Trans-Atlantic cable?

The answers can only be either:

‘1. By the force of govérnment authority or now by Bill 212, to indirectly
try to put into force the Commonwealth Telecommunications Agreements, which
have never been tabled or approved by parliament and which tend to, again,
make Canada a colony as far as international telecommunictions go.

o | = [
2. Trying to justify the government action to date and the regulations
Contemplated under Bill 212, on the pretence of controlling cable rates, which

the government bodies have always controlled and to which the cable companies
have always submitted and must submit. i

LR
3. As already stated to us by the minister, some of the regulations con-
templated under Section 42 (c) of Bill 212 are to give the government the
authority the minister admittedly has already exercised in denying to the
Commercial Cable Company further outlets or circuits in Canada in this
Proposed cable. That is by means of this apparently innocent and innocuous
‘ 1°0king Bill 212 to indirectly nullify the authority granted 72 years ago by

Parliament and to justify or acquire the authority already exercised in letter
of February 9th, 1955 (See Exhibit i B >

. — OR —

4. By regulations under Section 42 (c¢) of Bill 212 to deny private cable
Companies further new outlets or circuits in new cables which would provide
etter service for Canada, so that the crown corporation (C.0.T.C.) may prosper
and eventually become a monopoly. In other words, to try and justify what
Y be a poor investment made in the crown corporation by indirect methods.
It is realized that no one can in the end win against the policy and authority
“f_ € government of Canada, no matter how legally right they may be, even
lth‘ a charter from parliament. However, we feel we must at least lay before
p a}'hament, the highest court in Canada, the illegal infringements or annulments
€Ing made to the charter granted by parliament.

H_0n. Mr. MARLER: Mr. Chairman, I would deny instantly that there have
N infringements or annulments which were illegal; and I would ask the
!ess whether he really believes that parliament is a court. I do not think
o barliament is a court in the ordinary sense of the word. I think we should
al more particularly with the question of the decision of the government later;

ng:;”l think that I should object to the words “infringements or annulments”

bee

By Mr. Johnston (Bow River):

5 Q. I am not a lawyer, but if the witness believes this is an illegal infringe-
i:t Or annulment which is being made, would he not be more proper in taking
Coyy O the court to decide whether or not it is lega?; then if it is not‘ legal of
unsi? You can then go ahead and do what you intend.—A. That is a fair
°°ntr10n and I think I can give you a good answer. For reasons peyond our
gOveo Up until only a few months ago, at the request of.the Um.tc_ed States
anyt}l‘l{lment, this was a classified matter and we were not in a position to do
statesmg’ No publicity could be given to it, I think, at the request of the United

80vernment until a few months ago.
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By Mr. Nicholson:

Q. What is your authority for making that statement?—A. Mr. Henderson
will be in a better position to tell you about that.

Mr. ForesT L. HENDERSON: The cable is partially used for defence purposes.

Mr. NicHOLSON: And you say they would not allow a Canadian corporation
to present its problems?

Hon. Mr. MARLER: This is not a Canadian corporation.

Mr. NicHoLsoN: It is incorporated under Canadian law?

Hon. Mr. MARLER: No, it is an American corporation with a status, under
the 1884 statutes, in Canada.

Mr. JouNSTON (Bow River): Would it be true that the government would
not allow them to take it to the Canadian court because of that?

Hon. Mr. MARLER: No. The Canadian government has no objection what-
ever. If the Commercial Cable Corporation thinks it has a right of action let
it go ahead. !

Mr. SmALL: Can they sue the government without the government’s
consent?

Hon. Mr. MARLER: Do you know of a case where the government’s consent
has been refused?

Mr. HamiLToN (York West): I would say that this is the highest court 'in
the land and I would disagree with the minister’s statement that parliament
is not the highest court.

Hon. Mr. MARLER: I suggest that there is this difference, that if the Com-
mercial ‘Cable Corporation believes it is entitled to obtain a licence under the,
law as it now stands, it may take action, and I take it that if the company is
right the Supreme Court can order that the landing permit be granted under
the act, and I am quite sure that parliament is not in a position to do that.
I think that will bear examination. I am not attempting to enunciate any high
principles of law, but I do not think that parliament is the highest court.

Mr. BeLL: In that connection, I wonder if later on we will be having
before us officials of the Department of Justice as witnesses because there are
two or three very tricky legal problems involved here on which I feel wé
should have an explanation. For example, there is this question alluded to
here on pages 3 and 4 with respect to the implementation of these treaties and
agreements. It is coming up with respect to the Canada Shipping Act and
I am extremely worried about our authority. Of course it was dealt with in
the Senate, and I think we should have a legal opinion of it.

Hon. Mr. MARLER: If it is the wish of the committee, the solicitors could
be called. ; :
Mr. HamiLtoN (York West): Will we have the officers of the crown owned
corporation here? B

Hon. Mr. MaRLER: I have not asked them to come because I have mY
departmental officials here. However, if it is the wish of the committee t©
have the C.O.T.C. officials here, I will not object.

The WITNESS:

4. In other words:

(a) The Commonwealth agreements were apparently again being i
plemented in a round-about way without approval of parliamel*
by denying new outlets in Canada as set out in said Cormnonwealm c
agreements. i
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(b) The direct authority given by parliament by charter to the Com-
mercial Cable Company was being illegally denied after over
seventy years in business in and across Canada.

5. In the meantime Canada’s foreign business as a trading nation has
Increased and there have been and are impatient demands made to the Com-
mercial Cable Company from the Pacific to the Atlantic to give their clients
faster and better trans-Atlantic cable service, also demands for many direct
lines to England and the continent for larger concerns to expedite the Canadian

__bids and sales on business done abroad, so that Canada can compete in world
Markets. These services were not available and Commercial Cable Company
has refrained to date from telling its clients the reason they cannot be prom-
1sed. These clients whether they like it or not will be forced to go to
C.0.T.C. and the Imperial Cable System.

By Hon. Mr. Marler:
Q. Or Western Union.—A. Here I would not want to say anything. ¥
- Q. I think, when you say that they would be forced to go to C.O.T.C., it
Would be more exact to say they could also go to Western Union.—A. Perhaps
for a short period of time. -

Q. I think we are speaking of the present and should stick to facts rather
than imagination?—A. It is a fact, in so far as trans-Atlantic services are con-
Cerned, that C.0.T.C., the crown company, is in competition with Commercial

able Corporation. Western Union and Commercial Cable Corporation can-
ot improve their facilities, it seems to me, when its cables may play out.

€stern Union are in a peculiar position, but I am not authorized to speak
Or them. I can only conclude that eventually—and it might not be too long—
hat the two competitors will fall by the wayside and that C.O.T.C. will have

€ monopoly back although my information is that they do not actually own
anY trans-Atlantic cables themselves; they use Cables and Wireless cables
Which is a British company.

By Mr. Follwell: !
Q. In that connection, if the cable played out, is this company at the pres-
en?; time permitted to put in a new cable of the same type and kind?—A. That
Taises g legal point. The charter mentions returns and other things, but

;’7 ether or not this new cable must be designed the same as the old cable
S @ legal matter.

By Mr. Hosking:
Wi Q. Are you suggesting that you would want to replace your new cables
W, a8 new coaxial cable?—A. Mr. Follwell wanted to know whether we
ould be in a position to replace existing cables.

aq Q He also said with one of the same type.—A. Supposing today I have
910 model car—

v Q. Does the act say that you may do that if you wish?—A. It says that
lgu Can renew, but must you renew with something that was done in 1884,
2905 or 1993,

Not Q_' Were you not telling us a few minutes ago that if these cables were
dlﬁerent, C.O.T.C. would eventually end up with a monopoly? Would
Stll not have the same right to renew these cables and to keep on, and
dy could stop you?—A. That is what we tried to do in 1954 when we were

ane iU IS true the minister said you can lay a cable, but you cannot have
¥ Outletg

Yoy

GRS
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Q. Please make it perfectly clear; you said that you could not lay a cable,
a new coaxial cable which is a different type of cable from that which you
now have?—A. That is so.

‘Q. You could replace any one of those cables with the same type of cable
and nobody could stop you. Isn’t that in your charter?—A. I understand Mr.
Martin’s answer was that it would not be commercially feasible.

Q. Well, you are stating things to the committee that are not true.

Mr. SmarLL: Would you want to replace it with something which was out
of date?

Mr. HoskiNG: When you try to deceive us, I do not like it!

Mr. BELL: There are certain statements made .in the brief, and I think
we should be fair about it. Mr. Carter made a statement a few minutes agq
which bothered me, but I did not take exception to it at the time. These people
have their brief, and there are certain allegations in it. Many of them border
on very delicate legal points and if we want to argue them later, then all
right, but I think we should accept them now. However, if there are definite
mistakes of fact and if they can be proven, then that is another matter; but
these things which depend upon the interpretation of existing law, and the
interpretation of certain words in the statute are delicate legal subjects and
we cannot say whether we are being misled or deceived.

Mr. HoskInG: What I was taking objection to was that the C.O0.T.C. would
end up with a monopoly when its original charter gives it the right to replace
these cables with similar cables for all time. I am an engineer and I cannot
understand what he is trying to say. ¢

Mr. BeLL: You can understand that if the Canadian National Railways
operate diesels from Montreal to Toronto and if the Canadian Pacific Railway
has the right to replace only their steam engines, the C.N.R. will eventually
have a monopoly because the C.P.R. will be eventually run out of business.

Mr. HoskiNG: But his charter says that he can replace them.
Mr. BeLL: I think we need to have expert advice on that point.

Hon. Mr. MaRLER: I think that is really a legal question and I do nof
think that the witness, Mr. Corlett, should be asked to try to dispose of that
question at this point.

By Mr. Follwell:

Q. It was I who asked the question in the first place in order to get the
discussion going, and for the purpose of clarifying whether or not the Depart-
ment of Transport was opposed to this company renewing cables they now
have or laying down new cables of the same kind, and to find out whether oF
not it would be economically sound to do it. The witness said it would not b€
economically sound, and that they would have to go out of business.—A. That
is correct. When Mr. Henderson speaks he will be able to satisfy Mr. Hosking
as to why he would not renew the type of cable that was laid in 1884. I car
assure Mr. Hosking that we have no desire whatsoever to deceive a committe®
of parliament. :

By Mr. Johnston (Bow River):

Q. The question of replacing a cable is a legal one. Have you ever tried
to get an interpretation of it from the courts? It seems to me that if a cou*

gave you an interpretation that you could replace it with a modern cabl®

then all your difficulty is over except for the landings; and you have that now,
and that would naturally go on.—A. Parliament gould quite properly ame®

the Telegraph Act at the next session of parliament, but we have not procee ed 8
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that far. I do not think the company officials thought for one minute that
approval would be given for this cable. It was only a little over a year ago that
We were denied that right in so far as having outlets in Canada was concerned.
The matter was classified at the request of the United States government, and
WwWe became aware that the government quite properly wanted to introduce a
Public bill—Bill 212—so it was our feeling that at least if we did not give
our opinions now, then there was nothing we could perhaps do about it in the
immediate future.

6. The Minister of Transport, the hon. Mr. Marler, has been very straight-
forward and outspoken to the Commercial Cable Company and its represen-
tatives in interviews with him.

(a) He has as recently as Tuesday, May 1st, 1956 admitted that he has
never even seen or read this application for a new cable filed with
the Government of Canada and the Department of Transport in
September, 1954. Yet he refused this application for outlets which is
what is needed by the Commercial Cable Company to stay in
business in Canada. He further stated he was not familiar with the
Commonwealth Agreements on Telecommunications.

(b) Mr. Marler has admitted it is the intention of his government to
deny further outlets or circuits in cables to private companies
operating in Canada,—so that C.O.T.C., the crown corporation, may
prosper and justify the expenditure the Government has made in

C.O.T.C. He gave other examples of such a monopoly policy by

mentioning other crown corporations such as T.C.A., C.B.C., Polymer
and others.

(¢) Mr. Marler has admitted verbally that Bill 212 is to give the
government the power to control outlets to the benefit of C.O.T.C.
and to justify and make legal the restriction on the Commercial
Cable Company of no further outlets in a cable,—(whereas parlia-
ment, by special charter, has granted such a right).

Hon. Mr. MARLER: Mr. Corlett, I think you have put a very liberal inter-
Pretation on what I said!

The WiTnESS: A recent application of the principle of co-existence between
2 Crown company and a private competitor can be illustrated by referring to the
?;velopment of transportation facilities into the new Manitouadge mining area
- Northern Ontario. In 1954 the Canadian National Railways obtained a statute
the parliament of Canada enabling it to build a branch line into this mining
sl::ta- At or about the same time the Canadian Pacific Railw'a}f, acting under its
ba utory powers, constructed a branch line into the same mining area. In so far
pre are aware no effort was made by the government railway to der'ly thg
Di.irlh'R' the right to build this branch line. We can only conclude from this that
Jlament felt that it was in the public interest that competition should be
In2;111:tair1ed notwithstanding the fact that one of the competitors was a govern-
~Owned railway.
= A%so about the same time a dispute over rates developed between the
Nadian National Railways and Steep Rock Iron Mines Limited. This mining
r;ipany must rely upon the Canadian National Railways only for the
' ony. Portation of its iron ore to Port Arthur. It appeared that this dispute was
intg'éleSOlved after a serious threat had been made to construct a railway line
i € Steep Rock district by a competitor company. This again demonstrates
Ur opinion the public adavantage to be derived from competition.
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Statement

1. It is thought that the Department of Transport should admit the facts
set out above. They are self-evident and supported by documents, history,
common knowledge, the law, actual statements from officials of the Department
of Transport or logical deductions based on these proven facts or statements.
The Commercial Cable Company had or has nothing to hold back. Seeing the
opposition it had run into in 1954 when applying for approval of the plans for
the new cable, it gave to the Department of Transport a thorough brief on the
law showing why the Commercial Cable Company should be granted permission
for a new cable and outlets in Canada. It is understood and has actually been
stated by an official of the Department of Transport that the department realized
it did not have the authority to refuse the outlets to the Commercial Cable
Company or to force any such outlets to be given only to the crown corporation
—and that therefore Bill 212 was introduced to give the government that
authority.

Hon. Mr. MARLER: Mr. Corlett, I have been unable to find any official who
said any such thing as that. All I can say is that it is not an authoritative
statement.

The WITNESS:

2. In other words, Bill 212, especially the rules and regulations contemplat-
ed and Section 42(c) in particular, is specifically aimed at making legal what
the government has done and is doing in controlling all outlets in cables in and
out of Canada for the benefit of the crown corporation C.O.T.C., and to imple-
ment the Commonwealth Agreements which are not law in Canada. The result
will be that all business in and out of Canada will eventually go by C.O.T.C.
and the imperial cable system around the world, such as it may be, even if it
is not the quickest and best service for Canadian business. This is all pursuant
to the Commonwealth Agreements as indicated which may be morally binding
on Canada, or law in Canada as they have not been implemented by parliament.
It is suggested that all this is being done under the guise of the necessity of
licensing. The Commercial Cable Company does not object to being licensed
again, if it has to be, but not with the restrictions intended or possible under the
rules and regulations which would indirectly soon put it out of business iB
Canada after 72 years of service to Canadians. Hence these objections.

3. England has no such cable-landing license law as yet and legislation
in the United States is not so broad and has not even been enforrced in rece®
cases and they have no crown corporation like C.O.T.C. to sponsor. Cable
& Wireless Litd. part of the Commonwealth system but owned by Great Britain
has landed and is operating cables with outlets in Puerto Rico and the Virgin
Islands without any license under the United States law. These places aré€
deemed part of continental United States. At any rate, Commercial Cablé
Company is already licensed by special act of parliament and should not neeé
a new license which new license as intended will eventually put 1t out 0
business by strangulation.

By Mr. Nesbitt:
Q. On several occasions throughout the brief it has been men‘moned
...... even if it is not the quickest and best service for Canadian busmeSS
Would the witness please explain it to us.—A. I think Mr. Martin would be in
a better position to give you the information you require.

Mr. E. A. MarTIN (Manager, Commercial Cable Co.): Yes. No one co®”
munication system can give the best service to all parts of the world.- For i
example, we have certain facilities with our own cables in certain dlrectlons' g g
We maintain our own offices in certain countries. On the other hand, C.O: T
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in many cases connects with certain other places abroad and gives a better
service in those instances. If you had only one company, let us say, Commer-
Fial Cable Company alone, you could not give the best service that is required
In Canada. Does that answer your question?

Mr. NESBITT: No.

Mr. MARTIN: For example, let us take Italy. We maintain a cable service
to Italy which is connected with the Italian state cable. For sentimental rea-
Sons it would be much further to go via London. We maintain the only cable
. Office in Rotterdam. We maintain a cable to central and South America, and
another example would be Vancouver; if you want to communicate with Japan,
our route would be via San Francisco to Tokio; but if you sent it via C.O.T.C.,
the route would be Vancouver, Montreal, London and back around the world.
The rates would be the same, but it would mean a slowing down of the service.

Mr. CaArRTER: How_ much difference would there be in the speed of the
Service? For example, if two messages were sent from Vancouver to Tokio,
and one was sent via your company and one was sent via C.O.T.C., how much
Sooner would your message get there?

Mr. MarTIN: It would get there sooner.

Mr. CARTER: How much sooner?

. Mr. MARTIN: 15 minutes or an hour; and in some cases it has been as much
as two hours; and the same thing applies to central and South America.
C.O.T.C. might take an hour and a half and more; but if you are in Vancouver
and want to communicate with Australia, the fastest way would be to use
C.O.T.C. with their Pacific cable; and the same would apply to the West Indies.
I would be the first one to admit that they gave the best service to the West
Ndies. But if you take all countries combined, if Canada has the services
Of three companies that would mean the best possible sevice available for

anada to transact business.

Mr. NEsBITT: I take it from that that ocecasionally there is a large number
of messages piled up and sometimes an alternative or more devious route is
Used to send those messages?

Mr. MarTIN: That is right.

The CHAIRMAN: Please carry on.

By Mr. Carter:

4 Q. May I ask a question? You inferred earlier in your brief—I do not know
' 1€ exact page now,—but you inferred that your cable runs from England to
€wfoundland?—A. Yes.
Q. You have other cables running to other parts of the world.—A. In

Other parts of the world, yes.
o Q. From England to other European countries?—A. Yes, from England to

her European countries, but Mr. Martin could answer that question better.

. Q. If you were building this new cable, this coaxial cable, you would
Tun jt along the Atlantic bed?—A. Yes, via Newfoundland and Nova Scotia and
8 down to some point in the New England states.

St Q. It would be somewhat parallel to the one you have now?—A. That is
eeth 1y

Mr., MarTIN: The route would be a little north of the present cable.
Mr. Carter: One end would be in England?
Mr. MarTin: That is right.
You 1;/;1‘ CarTer: Have you applied in England for a landing licence? Have
Y authority to land on the English side? .

T. MARTIN: We are presently negotiating with the British authorities.

TRl T R
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Mr CARTER: How long have you been negotiating with them?

Mr. MARTIN: A little over a year.

Mr. CaveErs: You have not come to any agreement with them yet?

Mr. MARTIN: Not as yet.

Mr. CARTER: What would be the objection? Do they not have something
which is an obstacle and which you would have to overcome?

Mr. MARTIN: The difference between the situation in England and here
in Canada is that in Canada we have a charter and in England we do not.

Mr. Cavers: What has the British government said to you in answer to
your request to land on British soil?

Mr. HENDERSON: I believe they have not given their assent.

Mr. Cavers: They just have not given any answer, or have they given you
an answer for or opposed to the landing?

Mr. MARTIN: Yes and no. I cannot be definite one way or the other. I
would say we do not have a turn-down.

Mr. Cavers: You do not have a turn-down yet.

Mr. CARTER: Have you negotiated with any other country in respect to
landing rights for your coaxial cable?

Mr. MACLAREN: I cannot see how anything that is outside of Canada has
a bearing on this. We have been given permission to put a cable through
Canada. Our one problem here is in respect to having circuits in Canada to
which the C.P.R. will connect.

We are not objecting to the fact that the government has given us permis-
sion to build a cable, it has already granted that. What we are objecting to is:
when our cable goes through Canada we want to have holes there so the C.P.R.
or Maritime Tel. and Tel. or C.O.T.C. or somebody else could tie into it.

Mr. CARTER: I would like to follow that, Mr. Chairman, if I may. If these
were granted to you, would that be any good to you if you did not have
landing rights in England or some other country?

Mr. MARTIN: We would have to connect with somewhere, definitely. But,
that has nothing to do with this application.

Mr. CAVERS: Mr. Chairman, I think this has regard to the fact that the}'e
are commonwealth agreements in existence. Then, does that not put us 1B

this position, that we should know whether, at the other end of this line, you ;

have acquired the right to place your holes, as you say?

Mr. MARTIN: There are no commonwealth agreements in existence. They
have never been approved by parliament. So, all they are are pieces of paper
that have been signed by somebody. That is the point we are trying to get
across.

Mr. Cavers: That is a question of interpretation, I think, as to whetheF
that agreement is in effect. i

Mr. MACLAREN: In connection with the Canada Shipping Act, lawyeks from
the Department of Justice have been up there and dealt with all those problems:
There is mo question that it has been dealt with very thoroughly by the officer®
of the Department of Justice and this Canada Shipping Act bill, which yO\:
are going to deal with, was dealt with there. And it is said that the agreeme?
Canada entered into had to be approved. We had to make an amendment
the bill for that purpose. There is lots of precedent for that. The V€

fact that they had to approve in 1929 the Commonwealth Telecommunication®.
Agreement in part, proves that the whole of them have to be approved now: ;

There is no question about it at all.

i
i
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Hon. Mr. MARLER: Mr. Chairman, while that may be so, the fact does
Temain that this cable is going from one place to another. I think that the
Committee is entitled to know what has been the position with regard to the
Cable at the other points at which it is to run. One of those points that has
vbGEn mentioned is the United Kingdom. Mr. Henderson has told us that he
has received no definite refusal from the government of the United Kingdom.

ut, those are not the only places to which the cables goes, according to the
application. Perhaps Mr. Henderson might tell us what has been the attitude
Of the government of the other two countries that are concerned.

Mr. HENDERSON: The route of this cable is supposed to be via Greenland
and Iceland. We have talked with both the Icelandic and Danish governments
With respect to landing the cables at those point. I might say that the
Teaction is favourable. We have not made any approach except the initial
apl_iroach. We do not intend to negotiate with them further until we have

Nished negotiating with Canada, and the United Kingdom. We do not
: Anticipate any difficulty with Greenland or Iceland.

| Mr. JouNSTON (Bow River): But you are having difficulty, are you in
Titain?

Mr. HENDERSON: Yes, but we have not given up, sir.

. Mr. HamiLtoN (York West): What effect would that have, right or wreng,
! this particular incident, whether they have a place to drop their messages
after they have put them on the line?

% Hon. Mr MAaRLER: I suppose they want to have something at the other
0d of the cable.

| Mr. HamintoN (York West): That seems to me to be a very facetious

< :ns“_’el‘, sir, because what we are dealing with here is a problem of a
D:tnﬁc bill, and a specific right. If this submission is proper, it seems to

that, in fact, it might eventually end up that it will be turned down by
€ United Kingdom; but it does not seem to me to affect the judgment that
have got to give here.

i Mr. Carter: I agree with what my friend has said. But, Mr. Chairman
€ reason why I asked that question was because this whole brief seemed
Stame to have contained a lot of suppositions—a lot of suppositions, and some
€ments which have not been substantiated. It seems to me to be sort of
statattffmpt to mislead this commitee. Now, I cannot see what significance 'ghe
licesment has. I am not interested in whether En.gland has a cable hn_e
Wag Ce law or not. I do not see how that affects our judgment at all. But, it
Tought in to affect our judgment in some way.

illdi Mr, Hamirton (York West): There is only one intention that qﬁght be
cablcated’ and that is since there is a tie-up of some kind with this whole
.~ and wireless arrangement, that this is only one part in the plan to stop
Ung pal“Ci_cular deal, and to ensure not only a monopoly here, but one in the
ngdom as well.
haveMr' HENDERSON: Mr. Chairman, may I make a statement, please? We
get cocomudered the possibility of taking action in the event that we do not
Doiy Dsent in the United Kingdom. We are considering Germany as a landing
> OF other places. We have actually had some conversations with Germany.
8ive . e are other possibilities other than the United Kingdom if it does not
-~ US consent,
Wong, . NicHoLson: Mr. Chairman, in regard to the United Kingdom, I
Carpi .+ 1f the witness could tell us: since public ownership of the cable was
l‘lnd out back in 1946, have they granted permission to any companies to
€re since that time?

i Henberson: Sir, I did not get the first part of that question.
40745

th




98 STANDING COMMITTEE

Mr. NicHoLsoN: I think in 1946 the cable was taken over under public
ownership, as I recall it, in the United Kingdom. What has been the attitude
of the British government since that time, since 19467

Mr. HENDERSON: There has been no change.

Mr. N1icHOLsON: Has there been any case, since 1946, where an application
such as you are now pressing has been considered?

Mr. HENDERSON: No, sir.

By Mr. Follwell:

Q. Mr. Chairman, is it not true that the Commercial Cable Companys
who are proposing to lay down the cable, would probably want to be sureé
that they were going to have outlets before they started to lay the cable? I
would agree with them that they should come here first. I think the
committee is a bit misled in regard to whether we decide whether or not thi$
government permit them to lay the cable. I think the minister has already
said that they have no objection to their laying a cable, and agree to the
laying of a cable, but apparently there is objection to their having these
circuits, or outlets. For the life of me, I cannot see what good laying a cable
would be to them if they have not got permission to do business. Now,
think that is the presentation, is it not?—A. That is true, Mr. Follwell. I
would say that aside from any question of law, the fact is that the Commerci
Cable Company was given the right to operate in Canada 72 years ago, an
they have been doing so ever since. They are in competition with a crow?
company that has come into existence in more recent times. That is 2
matter of government policy; nobody can quarrel with that. It might b€
that it gives the Commercial Cable Company more competition. Then, theré
is the Western Union.

The company now says we have this right, or we thought we had this
right conferred by statute by the parliament of Canada. When we att'empted
to exercise this right under an application made to the department in 1954, in
so far as Canadian outlets are concerned, the application is rejected. Where
does that leave the company?

Q. Am I right in assuming this—and this might be of interest to the
committee—that what you require for this coaxial cable is the right to havé
more outlets or circuits than you have at the present time? Is that not the su®
and substance of your presentation?—A. That is right, sir.

Q. You are not complaining about what you have, but that you mus’i
secure outlets so you can do business; and there is no use going to Britain a™
saying, “Can we lay down a cable”, because you have no business to do !
under?—A. That is right.

By Mr. Nesbitt:

Q. Mr. Chairman, there has been a great deal of discussion on this questior,;
so far. Does the government intend to refuse further outlets to this company”
We have been going on what has been alleged in the report, but I think W
might be a little further ahead if we got an answer to that. Does the governmeIl
intend to refuse these outlets?

Hon. Mr. MARLER: Mr. Chairman, so far as the Commercial Cable Cor‘I‘lParfy
is concerned, the brief contains a letter which I wrote to Mr. Maclaren
that connection, and I think the terms of that letter are perfectly clear. I think;;
though, that before I try to deal with the thing more fully, perhaps Mr. Corlet,‘
might finish reading his brief, and we might hear any other presentations thae
might be made; and then I will try to convince the members of this commi"te
that they should adopt this bill. I will be very glad to answer any questio
that the committee has to ask in connection with it. i
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By Mr. Hosking:

Q. There are some things I cannot understand about this. It says, “England
has no such cable landing licence laws as yet”. If they have not anything like
We have, what has the company been negotiating over for a year, and why do
they introduce this extraneous subject into this brief in order to confuse us, or
Whatever it is there for? England, evidently, has some means of controlling
Outlets there, as we have been told they have been negotiating for a year.
_BUt, when you read this, “England has no such cable landing licence law as yet”
1t would make Canada look as though we had done something that is very

: dei‘.rimen'cal, and that no other country has done. And then, if you go on: “—and

!Egislation in the United States is not so broad and has not even been enforced
In recent cases—". Why is this brought into the brief? Is it there to confuse us,
Or is it there to give us information, or what is it there for?—A. Mr. Chairman,
I might answer Mr. Hosking. We were motivated entirely with a desire to
Provide the maximum of information for the committee, in advance.
! Q. Yes. But when we ask you now what England has got that is prevent-
Ing you from having an outlet there and that you have been negotiating with
Or over a year, you do not tell us anything. They have got something that
IS preventing you, but you tell us that they have not got what we have, and
you say you cannot put an outlet there; but you have been negotiating for a
vear. To me the whole thing seems to be predicated on the fact that we really
do not know anything about it, or we will not understand it anyway, or that
We are worse than some other country.—A. Mr. Chairman, when this was pre-
Pared, which was, of course, some while ago—Bill No. 212, I believe, received
1_5 first reading about April 12 but it was on the order paper for some con-
Slderable time—our only desire was to show that apparently they have no
za le landing license law in the United Kingdom; and we also endeavoured to
OW that although the United States has such a law they have permitted
able and Wireless to land in certain of their continental territories. Our only
SSire is to give full information but I think, Mr. Chairman, Mr. Hoskings ques-
on will be cleared up by reference to what the minister said on July 3 on
Page 5621 of Hansard when he dealt with this matter, perhaps, in a much
m €T manner. The minister said on that occasion in reply to a stateme;nt
reade by the hon. member for Vancouver Quadra (Mr. H. C. Green) with
8ard to legislation in the United Kingdom:

My information on that subject is that in the United Kingdom, under
the Telegraphs Act, the Postmaster General is empowered to grant writ-
t?n licenses on such pecuniary or other terms as he may deem proper,
either generally or in any individual case to any company, person or
body to transmit telegrams. My understanding is that at the present
time there are no licences in force for the cables from Canada to the
United Kingdom and that they are, if you like, so to speak on the suffer-
ance of the Postmaster General.

the Now I would concede immediately that the reference to the “sufferance of
We di‘(;Stmaster General” perhaps more adequately expresses the matter than

lice Q Is not the position much worse, then, in England than our cable landing
the SIng law?—A. That question I suppose may be related to the fact that

OVernor in council here may make regulations to do such and such. He
il l.scl‘etionary power. What is the difference between the governor in coun-
Kin €Ing able to do such and such, and the Postmaster Geneltal of the United
Derhy Om acting on sufferance? The standard as to what either must do is
Not bs not entirely defined. Certainly in our case, ur}der the statute, we do
D0w§;larrel with the necessity of the government having to have regulatory

S and isi nor in council.
y 4074\35 exercising them through the gover
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Q. You do not quarrel with our having regulatory powers to regulate these
things?—A. Mr. Chairman, in answer to Mr. Hosking, I would say, in principle:
no. But then we have been subject to regulations ever since the inception of
the act. The predecessor of “the Telegraphs Act existed when the Commercial
Cable Company was incorporated in 1884, and did much the same thing. If
you will look into the 1875 statute dealing with marine electric telegraphs you
will find that the scheme is pretty much the same as it is here. Regulation is
not new.

Q. Then you have no objection to that.

By Mr. Nicholson:

Q. I notice that on page six of the brief there is a reference to the presence
of Lieutenant Colonel Read of the B.P.O. at a meeting with the department.
I gather that refers to the British Post Office and I wonder if the witness could
give some information as to whether or not the British Post Office would be
considered as a crown corporation in the United Kingdom?—A. Mr. Chairman,
in answer to that question, the British post office is referred to, and I presume
that either by ownership or by direction by statute they are entrusted with
the administration of Cable and Wireless Limited which I believe, is now wholly
owned by the British government.

Mr. HAHN: On a point of order, Mr. Chairman, we decided earlier, I be-
lieve, that we should hear the reading of the brief but apparently we have
changed our mind with regard to this. It is now 5.30 p.m. and there is sufficient
time for the witness to complete the reading of this brief before 6 o’clock, which
would give us the opportunity of studying it—

I think that would be a wise course.

The WiTnNEss: (1) No satisfactory clear reason for the government’s deci"
sion and policy in this matter has ever been given by the government. It 15
realized a government does not have to give reasons for its policy; but it puts 2
company like The Commercial Cable Company in a very unfair position if no
clear cut reason for denying what parliament granted is given by the Minister
of transport or the department. The Commercial Cable Company has alway®
understood and still believes that the rates it charges have to be approved bY
the Department of Transport. This was stated to the Department of Transpo
on the filing of the application for a new cable in 1954 and has been men-
tioned many times since. Along with other carriers it has, over the years
always attended and submitted alterations in rates at joint meetings arrang
and held by the Department of Transport or its predecessor. It was only
recently stated by the Department of Transport officials that one of the matters
of concern to the Department of Transport was that with 24 possible new out~
lets available in Canada in the proposed new cable that The Commercial Cab®
Company might cut rates to get business to the detriment of C.O.T.C. If this
is one of the reasons for the government’s refusal of any new outlets in cable®
why was it not made clear, and an undertaking to confirm the long establighe
practice of The Department of Transport approving rates would have been givé
by The Commercial Cable Company as it will be given now. If this is the 0 -
reason for Bill No. 212 The Commercial Cable Company has no objection to raf_;e
being controlled as long as they are exactly the same for all cable compa®
without any fringe benefits to other companies whether Crown Corporatlons
or otherwise. if

The Commercial Cable Company is not averse to being further licenseds it
necessary, as long as the license fees or other regulations made are not P
hibitive. It is pointed out that a large license fee is only a book-keeping €B"~
from one pocket to another as far as the Crown Corporation, C.O.T.C. is coer
cerned. The Commercial Cable Company does not object to being furthﬂl
licensed in any way as long as the wide powers given by section 42(c) of J
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No. 212 could not be abused to prohibit its operations such as having further
Outlets in Canada in its new cable and as authorized by its charter from parlia-
Ment. It is suggested that an independent body or commission like The Board
of Transport Commissioners, divorced from tke Department of Transport or
the natural influence of a crown corporation should be given these powers to
license and control cable companies and the rates charged by cable companies.
For example, under the Railway Act, the Board of Transport Commissioners
as been given express jurisdiction relating to control over tolls and rates to
I b? charged by international bridges (1929). It also possesses similar controls
‘ With reference to express tolls and telegraph and telephone tolls.

(2) The Commercial Cable Company should be specifically excluded from
€ operations of Bill No. 212 and should be entitled to outlets in Canada in
the new proposed cable as requested and as parliament set out in the old charter
—0r—Bill No. 212 should be redrafted to give the Board of Transport Commis-
Sloners jurisdiction over rates and also outlets in new cables if the latter is
€emed necessary. Otherwise, the action of the Canadian government would
€ worse than that of the government of the state of Maryland and other
States where legislation was passed or contemplated refusing Carling Breweries
& subsidiary of a Canadian company, from doing business or expanding its
Usiness in that part of the United States. Fortunately, that legislation was
Vetoed in the United States. All that is asked is for justice and fair play, or
at least let this old established private company know what it is to do from
€re on, by making a clear statement approved by parliament either that they
Ay as well get out of business in Canada because they cannot expand, com-
Pete or improve their services; or that Canada is to have competition and better
Service for its people and world trade. A quality product at a bargain price can-
20t happen in a monopolistic or state-controlled industry—whereas—where
lrldus'cry and commerce is free to compete, we can always look for new achieve-
ents and new gains for the customer.

Vi To Summarize:

4 It is a well-known fact that communications are the lifeline of interna-
0nal trade. :
ad In the development of its international trade throughout the world, Can-
4 needs and should have all the facilities that can be made available; no
€ communication company is in a position to give the best service to all
Untries of the world.
he Commercial Cable Company has been providing service to the Can-
' public since 1884. Its facilities are no longer adequate to meet in-
The Ing demands by the Canadian public for more direct and better service.
Cs Company is prepared to provide the necessary additional outlets but the
Nadian government will not permit it to do so. Here is a better service
Ceng anada that is being offered without the governemen"c ha\(ing to loan a
hag of capital (like they have to do for Trans-Canada Pipe Lines). Canada
All’tor will be given if necessary control over the rates for_cable messages.
" hat is asked for is outlets in Canada to service the Canadian public. This
désiate the government has refused. The regulations under Bill No. 212 are
8hed to give the government authority to make legal this refusal, count-
o the charter granted by parliament. :
Cébl he ultimate result of the government’s refusal to allow The Commercial
the COmpany to have outlets in Canada, out of its .proposed new cable, for
o Purpoge of replacing obsolete equipment and opening new circuits to meet
Nds for petter service, will be a C.0.T.C. monopoly.

Co
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What would a C.O.T.C. monopoly mean to Canada:

r(l) Canada’s position in the field of international communications would
®legated to that of colonial status.
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(2) The Canadian public and diplomatic missions could no longer choose
the route they prefer and best suited for their needs.

(3) In effect, the government would be giving notice to all countries of
the world that, while Canada wishes to do business with them, they can no
longer choose the route they wish when communicating with Canada; rather,
they must transmit their messages in such a way as to be received in Canada
by C.O.T.C., even though, in many cases, this might mean routing traffic around
the world with resultant heavy delays.

(4) In any event we are advised C.O.T.C.’s facilities alone would de-
finitely not be adequate to take care of the needs of Canada’s international
communications.

(5) It is possible that, during a national emergency, C.O.T.C.s link
through the British Post Office, London, might be interrupted. With no alter-
nate outlets, Canada would then be virtually cut off from cable communi-
cations with most countries of the world at a time when it requires all the
facilities it can muster.

Dated at Ottawa, Thursday, the 10th of May, A.D. 1956.
Respectfully submitted,

G. F. MACLAREN,

M. E. CORLETT,

Counsels for the
Commercial Cable Company-

Mr. Nixon: Mr. Chairman, I move that we adjourn.
The CHAIRMAN: Are there any other representations? .
Mr. NicHoLsoN: There was a motion that we adjourn.

The CHAIRMAN: It was not carried. The motion is that we adjourn:
What is the pleasure of the committee?

Mr. Cavers: Mr. Chairman, this gentleman, Mr. Henderson, will be only
five minutes and I think we might hear him.

Mr. Forest L. Henderson, Executive Vice-President of the Commercial Cable
Corporation, called:

The WITNESS: M
Mr. Chairman and Honourable members of the committee;

My name is Forest L. Henderson. I am Executive Vice-President of thé
Commercial Cable Company and in the absence of our president who is in E}"
rope at this time, I am appearing before your committee for our company wit
reference to Bill 212.

First, I wish to endorse the statement heretofor made in our behalf by
Mr. Murray Corlett and my statement is merely to implement his stateme?
with reference to a few points.

The question before this committee and your parliament, as far as 01’11‘
company is concerned, is the desirability or necessity for the passage of Bil
212. Bill 212 requires a licence to be issued to submarine cable companies'
As Mr. Corlett has pointed out, the Commercial Cable Company already h
a licence granted by parliament in 1884 under which the company has P
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Operating all these years. The question arises then, why should the Commer-
cial Cable Company be required to seek another licence from the Depart-
ment of Transport. I know of no better way to attempt to answer that ques-
tion than to address myself to the statements of the Minister of Transport
In the debate in the House of Commons on July 3, 1956.

The Minister of Transport calls attention to the fact that 75.years have
e.lapsed since the Telegraphs Act was first enacted by parliament and that it is
time for a change because of the way in which improvements in the general field
of communications have developed. In my opinion, the fact that the Tele-
‘8raphs Act has been in effect all these many years without serious objection

Y anyone is fairly good proof that it is a good law. I would like to add here
that many revolutionary changes and improvements have been made in
Submarine cable transmission and operation during these 75 years. The first
trans-Atlantic cable only worked at a speed of 3 words per minute, whereas
Bresent day cables—and I am not referring to coaxial cables—operate at speeds
of between 150 and 300 words per minute. However, none of the Minister
of Transport’s predecessors found it necessary to change the Telegraphs Act
Or the provisions of the company’s 1884 charter. I want to emphasize and
Eall your attention to article 11 of the company’s 1884 charter which reads—

+0e company may use any or all of their submarine cables or landlines
Sither as telegraphic or telephonic cables or lines or both”. We therefore
ave definite proof that the government officials and members of parliament
and the officers of the company foresaw revolutionary changes in submarine
Cable transmission and operation in 1884 and made provision in the company’s
®harter for submarine telegraph and telephone cable operation. The Com-
Mercia] Caple Company has had the right and still has the right under its

4 charter to lay a new cable of large capacity and use it for telegraph or
€lephone or both. The company now operates 93 duplex channels across
one Atlantic to handle all of its traffic between Canada and the U.S.A. on the
cae hand and Europe, Middle East Africa and Asia on the other hand. Be-

Use of the increasing volume of Canadian traffic the company is obliged
° Toute some of its Canadian traffic each day through New York, and there-
e:e _Our_company has need today for a minimum of 24 additional channels

icmmatmg in Canada to handle the present demand for customer telex ser-
oe’ leased circuits to companies and the increase in message traffic. How
attes tbe Minister of Transport propose to handle this situation? He now calls
ention to the new telephone cable which the officials of your government
Our company foresaw 75 years ago and says that it has a capacity of at
800 telegraph circuits at 60 words per minute each and the Telegraphs
hould be amended to meet this situation. Now, as you know, this new
o8t hone cable is jointly owned by the C.O.T.C., a crown corp.oration', British
as b°?ﬁice and the American Telephone and Telegraph. It is nothing new

b bh the British Post Office and the American Telephone and Telegraph
e

leagt
ct S

tele

Slep

€n working on the plans for this cable since 1928.
The Commercial Cable Company, in order to take care of the increasing

qd : :
agni*}nds for message traffic and leased channels for private business use,
of II tled to the governor-in-council as provided in its 1884 charter for approval

epts bPlans to land a modern coaxial cable with a capacity of }20 channels‘ on
tiomember 13, 1954. What did the Minister of Transport do with our applica-
e told us we could use the cable for defence purposes but for com-
Purposes we could only lease circuits to the Canadian Overseas Tele-.
join:n“nications Corporation, a crown corporation contyolled by him and a

inistOWner in a modern coaxial cable with a ca.pamt.y as stated by _the
tion € of Transport of at least 800 channels. Bear in mind that our applica-
ang }?nly requested permission for the termination of 24 channels in Canada

€ says we need to be controlled.

Icnercial
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Now let me deal with the question of monopoly for a few moments by
pointing out these facts:

1. The C.O.T.C. has joint ownership in 800 telegraph channels plus
its present capacity of both cable and radio. Our 9% channels are in-
sufficient and he denies our request for 24 additional to be used as
needed.

2. The Minister of Transport in debate stated that he had a feeling
that it would be desirable if all telegraph business in Canada were
routed to the cable heads in Canada over facilities located in Canada
and owned and operated by Canadians. We are glad to say that this
is so as far as Commercial Cable Company is concerned.

3. The Western Union, we believe, operates in Canada and owns
facilities in Canada somewhat the same as the Commercial Cable
Company and in addition, has a traffic agreement with the Canadian
National Telegraphs which is government-owned.

4. It is also a well known fact that submarine cables over 70
years of age soon become uneconomical to maintain and operate. Both
the Commercial Cable Company and the Western Union have several
cables over 70 years of age.

QUESTION: What happens when—
1. our cables become too old to keep in operation; :
2. the Western Union traffic agreement expires with CNR;

3. Commercial Cable Company already has been denied any increasé
in its facilities; and :

~

4. The crown corporation C.O.T.C. is permitted unlimited expansiol
in addition to joint ownership in a cable with a capacity of 800 telegraph
channels.

ANSWER: Obviously a monopoly by C.O.T.C. and the elimination of
competing cable companies.

I would like to call the attention of this committee to the fact that in
the radio field, single radio-telegraph circuits have been increased in efficapicity
to as high as 8 channels and there is no attempt to my knowledge to restrict
such increase. Why should the increase in the channel capacity of a sub-
marine cable be controlled? It would appéar that the Minister of TranspO
does not wish to see the cable service of other companies improved while
permitting the C.O.T.C. to enjoy unlimited cable and radio facilities with
improved service. We cannot operate with horse and buggy equipment whe?
others are permitted to use modern jet equipment.

The Minister of Transport in the debate also points to what he describ€s
as complications resulting from the fact that most of the cables that are lande
at some point in Canada are used for the transmission of messages betweer
the United States and Europe for through traffic and are divided into tw°
segments. He further states that there might not be any objection to granting
permission for a cable to carry through traffic but there might be very real a%
valid objections to the provisions of facilities additional to those alrea y_
established to meet Canadian requirements. I say to you that this soul _5
strange coming from a man who says in the same debate in support of hi
bill that the new telephone cable in which his crown corporation C.0.T.C. h&
a joint interest will have a capacity of not less than 800 channels or 40 times
the capacity of all existing trans-Atlantic submarine cable circuits.
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I would like to refer to the remarks made by the honourable member
Mr. L. T. Stick during the debate regarding the rights the companies possessed
in Newfoundland before confederation. The company’s agreement made in
1905 with the Newfoundland government gave the company its right to handle
traffic to and from Newfoundland through its own offices established at St.
John’s and Port aux Basques, connecting with its office at Canso, Nova Scotia.
Subsequent agreements in 1909 and 1926 provided in part—*“The government
hereby grants to the company the right to land at Newfoundland said cable
and also to land at any time hereafter any other cables which the company
Mmay desire to land at Newfoundland”—and again—‘“The government agrees
to grant to the company the right to land any of its through cables at New-
foundland on terms and conditions as favourable to the company as those under
Which any other cables present or future are granted landing rights and priv-
ileges by the government of Newfoundland, etc.”—At the time of confederation
the Department of Transport cancelled our right to handle between Newfound-
land and the rest of Canada but under an agreement we made with the CPR
tO_become their agent in St. John’s we were able to continue to handle traffic
between St. John’s and Canada. We continued to handle international traffic
in Newfoundland under the provisions of our 1884 Canadian charter. We still
Consider our 1905, 1909 and 1926 agreements for the landing of cables in
Newfoundland to be valid but are naturally fearful from past actions that

Bill 212 will vitiate the rights we enjoy under these agreements and our 1884
charter, :

In closing, I wish to add that our present annual maintenance and oper-
ating expenses at St. John’s are $192,000—Canso $101,000 and the rest of
Canada $66,000. In addition, a considerable portion of the tolls on all Cana-

an traffic we handle is retained by the Canadian carriers with whom we
fonnect at the coast. Our taxes in Canada for 1955 were $22,500. The expenses
f’f our cable ship which is now being based at Halifax will amount to approx-
!mately $800,000 per annum. If our application for a new cable were approved,
M addition to capital expenditures for laying same, there would be an additional
:EnUal expenditure in the maritime provinces of approximately $250,000 per

Num,
As above indicated the only trans-Atlantic telegraph competition with
C-0.'1‘.C. will be eventually throttled out of business. Naturally we are fear-
Ul of the provisions of Bill 212 as they presently read if they are made to
Dly to The Commercial Cable Company.

I thank you.

Mr. Haminron (York West): Have you extra copies of that statement?

The WrrnEss: Yes, we have a few.
lik Mr. Cavers: Mr. Chairman, before the meeting comes to an end, I wogld
. ¢ to move, seconded by Mr. Hosking that the committee print 650 copies
EeEnglish and 200 copies in French of the minutes of these proceedings and

€vidence in connection with Bill 212.

Some Hon. MEMBERS: Agreed.

€ CHAIRMAN; Tomorréw morning at 10.30 in room 118.
. Mr, GREEN: Mr. Chairman, may I ask whether you are planning to sit
t0m°rr°W evening? Quite a few of us have to go to Chalk River for supper

Orrow,

The CrATRMAN: We will have to decide that after we see how we get along.
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THE HOUSE OF COMMONS OF CANADA
BILL 212
An Act to amend the Telegraphs Act.

ﬁ%_; 262; HER Majesty, by and with the advice and consent of the Senate
% *®22 and House of Commons of Canada, enacts as follows:

1. The Telegraphs Act is amended by adding thereto the fol-

lowing Part:
SPART- IV,
EXTERNAL SUBMARINE CABLES.

! Interpretation.
SE;(;?:?;L 40. In this Part, the expression “external submarine cable”

t3ble” ang  |means a telecommunication service by submarine cable between any

tﬁ‘:fc"a?- ., |place in Canada and any place outside Canada or between places

defineq, """ loutside Canada through Canada, but does not include any service
by a submarine cable wholly under fresh water; and the expression
“telecommunication” has the same meaning as it has in the Radio
Act.

¥ Licences.

ce ; X :

’eq£§:§, 41. No person shall in Canada

{(a) operate an external submarine cable; or

(b) construct, alter, maintain or operate any works or facili-

ties for the purpose of operating an external submarine
cable

H except under and in accordance with a licence issued under this Part.

Regulations.

42. The Governor in Council may make regulations

(a) providing for the issue of licences for the purposes of this
Part;

(b) respecting applications for licences and prescribing the
information to be furnished by the applicants;

(c¢) prescribing the duration, terms and conditions of licences
and the fees for the issue thereof;

(d) providing for the cancellation or suspension of licences for
failure to comply with the terms and conditions thereof; and

(e) generally, for carrying the purposes and provisions of this
Part into effect.

Reg‘-ﬂations‘

Penalties.

43. Every person who viplates any provision of this Part or the

regulations is guilty of an offence and is liable '

(@) on summary conviction, to a fine not exceeding five hundred
dollars or to imprisonment for a term not exceeding six
months or to both fine and imprisonment; or

c’ﬁeuees.

2
- Tong_y, 3
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(b) on conviction on indictment, to a fine not exceeding five
thousand dollars or to imprisonment for a term not exceeed-
ing twelve months or to both fine and imprisonment.

ggg;’é‘ 44, Her Majesty is bound by this Act.
Existing 45. For a period of four months after the day on which this Part

i comes. into force this Part does not apply to any external submarine

cable existing on that day.”

Coming into 2. This Act shall come into force on a day to be fixed by proc-
force. A 3 > P\
lamation of the Governor in Council.

EXPLANATORY NOTE.—The purpose of the proposed new Part is to provide
for the control of submarine cables terminating in or passing through Canadian
territory. :
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The Standing Committee on Railways, Cana]s and Telegraph Lines begs
to present its

NINTH REPORT

Your Comrmttee has considered Bill No. 212, an Act to amend the Tele- .
Phs Act, and has agreed to report the Bill without amendment. '

¥y : : Msp&ﬁﬁy yours,
. ~ H.B. McCULLOCH,
Chairman.






MINUTES OF PROCEEDINGS

THURSDAY, July 12, 1956.
(2)

The Standing Committee on Railways, Canals and Telegraph Lines met this

day at 10.30 a.m. The Chairman, Mr. H. B. McCulloch, presided.

Members present: Messrs. Barnett, Batten, Bell, Bonnier, Campbell, Carter,
DESChatelets, Follwell, Garland, Gourd (Chapleau), Green, Habel, Hahn, Hamil-
to.n (York West), Healy, Herridge, Holowach, Hosking, James, Johnston (Bow

Wer), Lafontaine, Langlois (Gaspe), Leboe, Nesbitt, Nicholson, Nixon, Purdy
and Villeneuve.—(29).

Also present, the Honourable George C. Marler, Minister of Transport.

In attendance: From the Commercial Cable Company: Mr. M. E. Corlett,
C(’unsel, Ottawa; Mr. Gordon F. Maclaren, Q.C., Counsel, Ottawa; Mr. E. A.
artin, Canadian Manager, Montreal; Mr. Forest L. Henderson, Executive Vice-
resident, New York; Mr. James A. Kennedy, Vice-President and General
Ounsel, New York.

From the Western Union Telegraph Company: Mr. Alastair Macdonald,
Q‘C-,. Ottawa, Counsel for the Company; Mr. Robert Levett, New York, Assist-
ant General Attorney of the Company.

From the Privy Council: Mr. E. F. Gaskell.

M From the Department of Transport: Mr. J. R. Baldwin, Deputy Minister;
Y. Gordon Nixon, Controller of Telecommunications; Mr. W. E. Connelly,

suDel‘intenden’c of Telecommunications.

" .F Tom the Department of Justice: Mr. E. A. Driedger, Assistant Deputy
Mlnlster.

Mr. M. E. Corlett was called and further examined.
Messrs. Martin and Henderson were also called and further questioned.

tio IV_II'- Corlett having referred to the United States Communications legisla-
g It was agreed, on motion of Mr. Johnston, seconded by Mr. Nicholson,
at Televant sections be read by Mr. James A. Kennedy and incorporated in the

Az(t)c?%hngs’ namely sections 34, 35 and 36 of the Cable Landing Licence
S.)

% Mr., Langlois, in connection thereto, also read extracts of the United States
theremunications Act (1934) as amended; and Mr. Kennedy commented
on,

ie& Witnesses representing the Commercial Cable Company were retired sub-
% further examination. -

atjq As agreed at the first meeting, the Committee proceeded to hear represent-
1S on Bill 212, from the Western Union Company. .

111
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Mr. Macdonald representing the Commercial Cable Company was called.
He introduced Mr. Robert Levett of New York and he tabled copies of a brief
which was distributed forthwith. Mr. Levett made prefatory remarks on Bill
No. 212.

At 1.00 p.m. o’clock the Committee adjourned until this day at 3.00 o’clock.

AFTERNOON SITTING
(3)

The Committee resumed its deliberations at 3.00 o’clock. The Chairman,
Mr. H. B. McCulloch, presided.

Members present: Messrs. Barnett, Batten, Bell, Bonnier, Byrne, Camp-
bell, Carter, Deschatelets, Garland, Gourd (Chapleau), Green, Habel, Hahn,
Hamilton (York West), Harrison, Healy, Herridge, Holowach, Hosking, James;
Johnston (Bow River), Lafontaine, Langlois (Gaspé), Leboe, Nesbitt, Nichol~ -
son, Nixon, Purdy and Weselak.—(30).

Also present, the Honourable George C. Marler, Minister of Transport.

In attendance: Same as listed at the morning sitting.

Mr. Macdonald was called and read the Company’s brief.

Mr. Levett was then called, made a supplementary statement and W*_‘s
questioned at some length.

The Honourable the Minister of Transport made a statement based 0P
representations made by both the Commercial Cable Company and the Wester?
Union Telegraph Company. The Minister was questioned.

At 5.55 p.m., on motion of Mr. Nixon, seconded by Mr. Lafontaine, theé
Minister’s examination still continuing, the Committee adjourned until 8.0
o’clock this evening.

EVENING SITTING
(4)

The Committee resumed at 8.00 o’clock. The Chairman, Mr. H. B. Me-
Culloch, presided.

Members present: Messrs. Barnett, Batten, Bell, Bonnier, Campbell, carté”
Deschatelets, Gourd (Chapleau), Habel, Hamilton (York West), Hea Z’
Herridge, Holowach, Hosking, James, Johnston (Bow River), Lafontam)f
Langlois (Gaspé), Leboe, Nesbitt, Nicholson, Nixon, Purdy and Weselak.———(25

Also present, the Honourable George C. Marler, Minister of Transport-

este™ |

In attendance: From the Commercial Cable Company and the W g s

Union Telegraph Company: Same officials as listed at the morning meet
from the Department of Transport: Messrs. Baldwin, Nixon and Connelly-

¢
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The Committee continued its questioning of Mr. Marler.

On motion of Mr. Johnston, it was agreed that a copy of the application for
a landing licence from the Commercial Cable Company be filed. (See Minutes
of Proceedings No. 5).

As agreed, the representatives of the Commercial Cable Company were
Tecalled; thus Messrs. Henderson and Kennedy were further examined.

Mr. Levett, of the Western Union Telegraph Company was also recalled
and further examined. ;

At 10.10 p.m., the general consideration of Bill No. 212 still continuing, the
Committee adjourned until Friday, July 13, at 11.30 a.m.

Friday, July 13, 1956.
(5)

_ The Standing Committee on Railways, Canals and Telegraph Lines met
this day at 11.30 o’clock. Mr. H. B. McCulloch, Chairman, presided.

Members present: Messrs. Barnett, Batten, Bell, Bonnier, Campbell, Carter,

DeSChatelets, Gourd (Chapleau), Habel, Hamilton (York West), Herridge,

'Olowach, Hosking, Johnston (Bow River), Lafontaine, Langlois (Gaspé), La-
Vigne, Leboe, Meunier, Nicholson Nixon, Purdy and Weselak. (24)

Also present: The Honourable Minister of Transport.
In attendance: From the Commercial Cable Company: Mr. M. E. Corlett,
Ounsel, Ottawa; Mr. Gordon F. Maclaren, Q.C., Counsel, Ottawa; Mr. E. A.

artin, Canadian Manager; Mr. Forest L. Henderson, Executive Vice-President,
Ygrlr; York; Mr. James A. Kennedy, Vice-President and General Counsel, New

Q From the Western Union Telegraph Company: Mr. Alastair Makdonald,
C., Ottawa, Counsel for the Company; Mr. Robert Levett, New York, Assis-
t General Attorney of the Company.

From the Department of Transport: Messrs. Baldwin, Nixon and Connelly.
From the Privy Council: Mr. E. F. Gaskell.

The Committee resumed its consideration of Bill 212.

Me Messrs, Levett, Nixon, Maclaren and Macdonald made further supple-
sta:ltary statements and were questioned. The Minister of Transport also made
“‘fMents in reply and was -examined.

ap I.AS Tequested at the previous meeting a copy of the coaxial cable landing
Plication of the Commercial Cable Company was filed with the clerk and on
on of Mr. Johnston, it was

% Ordered,_That it be printed as an appendix to the proceedings. (See

The Committee then proceeded to consider the Bill clause by clause.
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On clause 1—new proposed Part IV, new proposed clauses 40 and 41 were
adopted.

On clause 42, page 2 line 2, Mr. Hamilton moved, seconded by Mr. Bell,
that the words “the Governor in Council” be deleted and the words that “the
Board of Transport Commissioners” be substituted therefore; and that the
word “orders” be inserted after the word “make”.

The question being put on the amendment, it was resolved in the negative;
yeas: 4, nays: 19.

New proposed clauses 42, 43, and 45 were adopted.

Mr. Hamilton moved, seconded by Mr. Bell, that the following new clause
46 be added to the new proposed Part IV: “All the provisions of Part III and
those Parts dealing with external submarine cables shall come under the
jurisdictions of and be administered by the Board of Transport Commissioners”.

The question being put on the amendment, it was resolved in the negative.
Yeas: 3, nays: 17.

Clause 2 was. adopted.

Mr. Hamilton moved, seconded by Mr. Bell, that the following new clause
3 be inserted in the bill: “This part does not apply in respect of a company
which is already operating external submarine cables under the authority of an
Act of the Parliament of Canada™.

The question being put, it was resolved in the negative. Yeas: 2, nays: 17

Ordered,—That the Chairman report the bill without amendment. OB
division.

Before adjourning, Messrs. Hamilton and Nicholson made concluding
statements.

The Minister of Transport also made comments.

The Chairman expressed to the Minister of Transport and to the represen-
tatives of the Commercial Cable Company and the Western Union Telegraph
Company the appreciation of the Committee for the information given 1n the
course of the proceedings.

At 12.35 p.m., having concluded its consideration of Bill 212, the Com~
mittee adjourned until Monday, July 16, at 11.30 o’clock.

Antonio Plouffe,
Assistant Chief Clerk of Committees
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EVIDENCE
THURSDAY, July 12, 1956.

The CHAIRMAN: Gentlemen, order please.
Are there any further questions that you would like to ask Mr. Corlett?
Mr. GREeN: Of whom, Mr. Chairman?
The CHAIRMAN: I beg your pardon? -
Mr. GREEN: Questions of whom?
The CHAIRMAN: Mr. Corlett.
Hon. G. C. MARLER (Minister of Transport): Or Mr. Henderson.
. The CHAIRMAN: Or Mr. Henderson.

Mr. GreeN: I would like to get an explanation of the situation across the
Pacific, from one of the officials.

Mr. Murray CorLETT (Counsel, Commercial Cable Company): The situation

With reference to the location of cables, Mr. Green?

Mr. GrReeN: The whole cable situation on the Pacific.

Mr. CorrETT: I think Mr. Martin, the Canadian manager of Commercial
Cable Company would be in the best position to answer that question.

Call Mr. E. A. Martin, Canadian Manager, Commercial Cable Company, Montreal,
ed:

The WrTness: I think I mentioned yesterday, there is the C.O.T.C. cable
:rossmg the Pacific to Australia and Asia. In my opinion, that is the best
€Ivice out of Vancouver, or the whole of Canada, to that territory.

P _Prior to the World War II we did have what is known as Commercial
acific Cable which went from San Francisco, through Hawaii, the Philippines,

.it na, and Japan. Due to enemy action the cable was put out of action, and

IS not now in use, except perhaps to Hawaii. We are using radio.

By Mr. Green:
Q. How do you send your messages across the Pacific?—A. By radio.

ela'er' CARTER: I have one or two questions I would like to as_k. Would you
o Orate on this phrase that is used in the brief about relegating Canada to
th Onial status? I would like to have that explained, what you mean by
Ghe In what way is Canada going to have colonial status in respect to
MMunication?

Ml‘- CorLETT: Mr. Chairman, in answer to Mr. Carter’s question, I think

1t is common knowledge that the British, for many years, and certainly

takrg Teading reports of the various communications conferences that have
n

that

‘g Place, going back to 1937 at least, have favoured a system of international

%ntmuhication to the various commonwealth countries that will be closely
Tolled by the governments themselves.

115



116 STANDING COMMITTEE

Mr. CARTER: Yes, that is the point. Do you really mean by ‘“the govern-
ments themselves”, that is, all the governments party to the agreement, or by
the United Kingdom government?

Mr. CorLETT: By the various governments themselves, and that would
include Canada. In the reference that I made yesterday to a statement that
the Honourable J. L. Ilsley made in the House of Commons in July, 1945 at a
time, if I remember correctly, when he was acting Prime Minister, he was
asked a question by the leader of the opposition about the 1945 Commonwealth
Communications Conference that was taking place at that time. You will
remember, and I think I quoted to you the exact words he used—that it was
contemplated that there would be nationalization of external telecommunication
facilities of the various commonwealth countries. I think that was borne out
by a statement I made yesterday quoted from the British white paper, with
reference to Cable Wireless Limited—proposed transfer to public ownership.

Coming down to 1948, when the Commonwealth Telegraphs Agreement
was signed, to which Canada was a party, in the recitals of this agreement it
is stated—and I would be glad to give this document, or lend it to Mr. Carter,
if he so desires; we obtained it from the British government printing office; this
is the recital that I quoted—“Whereas at a Commonwealth Telecommunications
Conference of representatives of the partner governments held in London in
July, 1945 decisions were reached to recommend certain measures for promoting
and coordinating the efficiency and development of the telecommunication
services of the British Commonwealth and Empire and whereas the partner
governments have adopted the recommendations of the said conference and
certain of such recommendations have already been carried out including the
acquisition by the United Kingdom government of all the shares of Cable and
Wireless Limited”. I might say, that it is my understanding that prior to that
time the British government had a large block of shares of this Cable and
Wireless Organization, I believe perhaps the majority, and they decided t0
take over the balance of the shares.

And the last recital: “And whereas the partner governments are enteril}g
into this agreement for the purpose of giving full effect to the said
recommendations:”’.

Mr. CARTER: Yes, but—

Mr. CorLETT: Then, if I may continue. Coming to the operative part, Part .I'
Article I: “Each partner government—" which would include Canada, il
whose territory a local company—", and I take it that would mean the Com=
mercial Cable Company, ‘“—is operating external telecommunication services— '
which Commercial Cable Company is doing— ‘“—shall purchase all the shares .
in the local company which it does not already own or otherwise acquire the
local company’s undertaking to such extent as it has not already done so”.

So to stop there, it would seem to me that the government had deCid_e
that they were going to nationalize the external telecommunications compal'lles
of all the countries that signed this agreement, being the United King@om’
Canada, Australia, New Zealand, South Africa, India and Southern Rhodes1a:

But this next part waters the whole thing down, as I interpret it, becaus®
it says: “The partner governments whom clause 1 applies—” and that is t
part I have just read, where they say they are going to take over the assets .o
the local company—: “The partner governments to whom clause 1 8PP1?e
are set out in the first column of the first schedule hereto, and the compame
whose shares or undertaking each such partner government is to acquire a1
set out in the second column opposite”. If you turn to the schedule, you W
see, as far as Canada is concerned, the company whose shares or undertakl i
are to be acquired, is restricted to the Canadian Marconi Company Limited: i

{

|
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= Hon. Mr. MARLER: So that does not include Commercial Cable or Western
nion? ;

Mr. CorLETT: No.

So, it would appear to me that somewhere along the line, from the time that
Mr. Ilsley made his statement in 1945, until 1948 the governments, for reasons
known to themselves decide that perhaps they are not going to nationalize—
~ Mr. Carter: I think,—if you will let me interrupt,—I think we can save a
lot of time. You are saying a lot of words, but your are not coming along to

_the question that I want answered. When a person uses the phrase: “colonial

status”, to my knowledge, that means a certain thing. That means there is a
8roup of countries, one of which is dominating and exploiting the others for
Personal gain.

Now, if the United Kingdom, Canada and Australia and New Zealand, and

2 number of other countries—even if they nationalize—even if they nationalize
1t and they work out a partnership agreement, I do not see where colonial status
Comes in, unless one is exploiting the rest. That is the point that I want you to
answer and you have not answered it yet in any way, as to where any
€Xploitation would come into the picture.

The WiTnEss: May I say something on that, sir?

The point is this: if you have merely the C.O.T.C. operating in and out of
anada you are realegating Canada’s position to that of colonial status in the
eld of telecommunications. Follow through this way: at the moment you
ave three telecommunication systems operating in and out of Canada, namely
€ Western Union, Commercial Cable Company’s system, and the C.O.T.C.
t the moment a Canadian can choose the route most suited to transmit his

Message, as there are more than one outlet—through Central and South
Merica, and as I mentioned, yesterday wireless on the Pacific. Now, if you
Eliminate the outlets now operated by Commercial Cable Company and Western
Nion, and of course, if we cannot put outlets in the future, and our present
acilities become obsolete, that is the ultimate end, and what happens then?
Ou have to transmit your communication to Central and South America—or
apan, as the case may be, through London, with the resultant delay, the same
8 I claim you would have to do under the present system.

By Mr. Carter:

5 Q I will stop you there. Does not that apply at the present time in Great
I‘{ta%n too?—A. No, because once that message gets to Great Britain, Great
Mtain wil]l relay the message on, so—

A Q. No, no, but you are talking about messages originating in Canada?-—.—
- Yes,

th Q. .What about messages originating in Great Britain?—A. They will send

direct to Central or South America. But, if it is from Canada—
So - Sure, in that particular case. But, supposing they want- to send it
OvmeWhere else?—A. They will transmit through London. You will have the
erloaq from Canada to London. That would be the only cable.

- There must be some places in the world that do not have direct

g:}?ne‘ﬂions with London, surely? If they want to _send it to China, or some
th €I place— —A. As I mentioned before, you will have to transmit it around
€ worlq, :

is Q1 cannot see any difference in the system. I cannot see where there
oy advantage that Great Britain, or the United Kingdom has.under this
ang 8ément that Canada does not have. Each one has certain advantages
‘SS'steeach one has certain disadvantages.—A. quer the- .p.resent company
m, that is so. At the moment you can have direct facilities, you do have
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facilities for transmitting messages to countries such as Central and South
America, in the Pacific, or certain European countries without going through
London. But, if you eliminate those outlets, namely those of Commercial
Cable Company and Western Union, then you restrict and delay all your
communications in and out of Canada.

Q. Suppose that there are no more communications in the world, only the
C.0.T.C.’s: That is the only system, everything else is gone.—A. Right. 4

Q. Now, do the people in Britain, with messages originating in Britain,
have any advantage, over-all advantage? They may have an advantage in
regard to certain messages to certain places, but is that not also compensated
for by the disadvantages? I mean, are the advantages, the total advantages
and disadvantages equal to all parties?—A. Under the present conditions the
advantages to Canada are these: people doing business in Canada are trading
throughout the world shipping grain, and other products and they have ship
movements; and air lines are operating. You can transmit your messages
directly to someone in these countries without going through London. If you
eliminate these outlets you are slowing down communication to the extent
that your only outlet for cable communication to these countries is via
London. |

Q. I can see that you are slowing it down.—A. And all other common- w
wealth countries must transmit the traffic to London, and they will dispose
of the traffic from there on.

Q. You still have not answered my question.

Mr. GREeN: An example of that, I presume, is on the Pacific. If a ;
merchant in Vancouver wants to send a cable to Japan and he had to use
the C.O.T.C., that cable would have to go to London, and then from London
around the whole world to get to Japan rather than going over a private line !
direct to Japan

Mr. CarTeR: Certainly, but that is a particular instance.

The WITNESS: You see, an example of that is this: our company, for
example, operates cables in various directions. We operate our own offices
in some 140 cities throughout the world. The C.O.T.C.,, to my knowledge, l
does not own any trans-Atlantic cable. It does not operate any office outside ]
of Canada. Therefore they must transmit their traffic to London, and then
the British post office takes over.

If you were to go into an office in Europe as I have done, and as I am
sure some of you have, and you would ask them to transmit this message
via C.0.T.C., they will not know what you are talking about. They will say,
“We will send it to the British post office, going to Canada, and they send it
to Canada”. _ ;

You might say you want to trade with Central and South America; at
the moment you can transmit your message, you can complete sales there
today. But, if you eliminate these outlets, you tell those clients, “We want
to communicate with you; we want to do business with you, but if you want
to communicate with us send the message to London first, and they will relay
it to Canada”. That gives, to my feeling, colonial status in Canada in the
field of telecommunications.

By Mr. Barnett:

Q. May I ask a question at this point? Supposing I wanted to send 2
cable to South America, how is that goingto go?—A. It will go on a cab
through Central and South America.

Q. Direct from where—Halifax?—A. Montreal. It might go Montl‘eal’
or St. John’s. It can go Montreal, New York, or from Rio de Janeiro, or somé
of those places. K
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Q. Is that not the same situation; if I have to send a cable through New
York, would it not be just as fair to say that that would be putting Canada
in the position of colonial status?—A. Certainly not. Because you choose
the route that you prefer. If you like that route—I might say this, in all
Sincerity, that all people in Canada who are doing business outside of Canada,
Whether they are operating planes or ships, shipping grain, or lumber, they
have certain brief hours during which they can trade. That is because of
the difference in time between Canada and foreign countries. Let me give
You an example of that: when you open your office in Montreal or Toronto

-at 9 o’clock, it is already 2, o’clock in London. In Winnipeg: when the

innipeg Grain Exchange opens it is already 3 o’clock, or 4 o’clock in London.

hen Vancouver opens its offices it is 6 o’clock in London. You have perhaps
half an hour, or an hour and a half in which to trade. You are going to use
the method most suited for your purposes. If you are exchanging messages
and dealing with those various countries in the world you will very quickly
Make a survey as to what route is best suited for your needs.

By Mr. Carter:

Q. You see, what you are saying, Mr. Martin, is that some lines give a
3uicker service than the C.O.T.C.; that is what you are saying.—A. And vice
RTsa. y
~ Q. But I am not asking that question. I am asking, what advantage—in
th}s agreement, what advantage does the British post office, or the United
ingdom department have? They are all partners in this C.0.T.C.?—A. Right.
Q. What advantages does one partner have over all the others?—A. I will
Sa}’ this: Cable and Wireless of London own a cable system of some 150,000
Miles. The C.0.T.C. owns. no cable, to my knowledge. I can be corrected
on that, So, in order to reach these countries you must send your message

& LOn‘don, if you eliminate the Western Union and the Commercial Cable
Ompany routes.

By Hon. Mr. Marler:

Q. Mr. Martin, you have been eliminating both of these companies with
Sreat ease, but so far I have seen nothing that justifies that assumption.—A.
Ay I say this, sir: at the moment we are limited as to our facilities within
dhada, and I think we have shown that. I might say here, that our volume
= traﬁ_ic since 1939 has tripled. In those days we were handling in Canada
yemEthmg like 200,000 messages per year. This year it will be close to 600,090;
We have not been able to increase our capacity. And in addition to which
tiou have a demand today for much faster service: for example, in the opera-
0 of an air line. We did not have that some 20 years ago.
in May 1 just take a moment here, if you do not mind me taking_ thc.e time
Tegard to air lines. Let us say we have an air line system operating in and
Haw"fuCanada. Let us say that air line has a flight from Vancouver, through
agreau, Hong Kong, Japan—it is most important, and I am sure you will all
Conte’ that they have fast communication to all those points to ensure safe
5 aCt with the plane. If the message goes out from Vancouver anfi has to
ang ?1 Ha\yaii, the communications officer of the public air l}nes will know
stop € will have made a study of communications and he will say the first
it is IS Hawaii. He will say, “I am going to use the Commercxalh Cable system,
say :t‘ € fastest”. The next flight to the next place is Austraha: and he will
COorpe, ¥ goodness, my facility is the Pacific Cable to Austra}ha”, which is
am C‘E\C.O.T.C. The plane then goes into Japan, and he might say, “If I
Longgmg to send my message through Canada, coast to coast and then to
"M, and around to Japan there will be a delay.
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Q. Mr. Martin, you are just rubbing out Western Union and the Commer-
cial Cable Company, whereas I can see nothing to justify that assumption.—A.
May I continue, sir, I am sorry.

~ Q. Please do. I am sorry I interrupted you, but I think we should not
forget that this is all very hypothetical.—A. As I said before, our traffic has
tripled, the volume of traffic has tripled. The demand has now increased from
200,000 to 600,000 messages, and the type of traffic today is of an urgent nature
because of, as I say, the changing of events. You have air line services
operating today, which you did not have 20 years ago. You also have this
business of the difference of time between Canada and the foreign countries.
Everyone wants to file at the same time. I am sure all the companies will
agree that on the opening of the market in Montreal and Toronto, the Winnipeg
Grain Exchange, Vancouver business, the plane departures—everyone wants
to get there at the same time. You have to operate in an hour, perhaps an
hour and a half, or perhaps two hours, when all your circuits are overloaded.

True, at night your services are idle, but you must have the additional
facilities during these two or three hours when the banks want to arrange for
foreign exchange at the opening of the market, and that sort of thing, and it
must have the information within an hour, and they must have the reply,
perhaps within 15 minutes. But, you cannot handle 600,000 messages today
as compared with 200,000 messages in 1939 with the same facilities, and in
addition to which they require more direct services.

You have someone in Winnipeg today, and he cannot get through direct
to London. I do not say we would have a direct circuit ourselves, but if we
had an additional circuit there that goes to London, we could provide Winnipeg
with a direct through circuit to London. We would provide the international
section and the C.P.R. would provide the domestic services. The same applies
to Vancouver.

By Mr. Hosking:

Q. You have suggested that this line goes to London?—A. That is correct, i
this particular case.

Q. Were you not just adding to our colonial status now?—A. No, not at all,
because we have alternate routes. If the circuits were overloaded, for example
Roterdam—we own a cable—you take Rotterdam, we operate our own cable
to Paris.

Q. Were you not saying that a message that went through London gave
us our colonial status? Is not this plan you are suggesting going to give U$
colonial status?—A. No, I am sorry, you misunderstood what I was saying.
you eliminate the outlet for all Canadian traffic through the British post officé
you are—but I am not saying we are limited to that; I am just giving thi®
exchange of traffic from London. : .

Q. What does C.O.T.C. do now that is in competition with you?—A. It 35
very good competition. First I want to say that, that the competition we get
from the C.O.T.C. and Western Union is very good, and it has been good.

Q. Would you explain how it is competition if they do not own any lines?
A. They transmit their traffic through the cable head, and they operate a cable
head; but beyond that they do not own a cable. They participate. It is British~
owned.

Q. British-owned ?—A. But we own cables, as well as the trans-Atlantic, all
through Central and South America. We have our own office in Paris. You can
give us a message in Quebec city and we will send it to Paris. It is our own
office that handles it. If you send a message to Rotterdam, it is the same thing
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If you send a message to Rotterdam, Brussels or Antwerp, it is our own offices,
Whereas in the other cases—I am not—please do not misunderstand me, I am

not trying to run down the services. As I said before, in some respects their
Services are better than ours.

Q. How are they in competition with you if they do not own lines? What
damage do they do to you?—A. We are not concerned with the damage they
do to us, we are not trying to stop competition.

Q. You said that they made an abortive attempt to put you out of business?
—A. Well, of course—

Q. How was this abortive attempt made to put you out of business?—A. In
Newfoundland,—that part was covered yesterday.

Q. No, but how did it happen, I would like to know? You never explained
how this abortive attempt was made to put you out of business. If they do not
OWn lines, how was it made?—A. We received notice, and I think you have a
Copy of that. :

I was just wondering, if before answering that, I could finish my answer to

€ minister regarding the question as to how it would happen that there
Would be this monopoly, and Commercial Cable perhaps be put out of business.
As 1 said, unless we are in a position, as I explained here, and we have this
Volume of traffic, and we have the demand for more facilities as I explained
efore, we have this volume of traffic, and we have the demand for more
a.C-ilit'ies, and unless we are able to give the services that C.0.T.C., as you know,
Will be able to give, with these additional facilities, the one and one-half voice
annels, and this new coaxial cable—there may be a small percentage of
a_cilities, but they will have more facilities than we have. So, therefore, we
Will have to tell the Canadian client that we are not in a position to provide
'®m with the services, because our facilities are not adequate, and it will force
M to g6 to the C.O.T.C. That is the point. That is the ultimate end, unless
n:t €an improve our facilities and replace the old and obsolete facilities, we will

. be in g position to give the service that the Canadians are entitled to.

"

x g 4 ey,
S

By Mr. Langlois (Gaspe):
rag; Q. M. Martin, is it not a fact that the C.O.T.C. operates direct services by
usggo France and Germany?—A. That is right, sir, but we are not in the radio
SS.
A Q. The C.O.T.C. operates a direct radio service to France and Germany?—
m;e‘rgs, but we have cable service to France. We can use radio to Paris on the
ke OW. But, once it gets into Paris it is not handled by the C.0.T.C. To my
to s‘;"ledge the C.O.T.C. have no office in Paris. It has got to be tume.d over
perhmeone else to be delivered and handled there. I might be wrong in that.
Aps Mr. Connelly could answer that. You have no office in France?
“’latMr W E. ConNELLY (Superintendent of Radio, Department of .T'rangport):
Q‘eliv IS right. The message is turned over to the French administration for
Cry.

o thé ;flhe Wrrness: And now, in our case we have our own office. We transmit
 thyy €SSage to our Paris office, and it goes by cable. I might say, you have
! Qan"' Wireless circuit, and I am glad you have. It gives better service to
R ke A& But I would hasten to say that if you were to eliminate the cable
)0 .e9 ‘to France via commercial, or the wireless overload, and eliminate the
! 'dét"-‘rnti ty of Canadians using the service to Paris, I think it would be

A 7700611\63 to Canada.




122 STANDING COMMITTEE

By Mr. Carter:
Q. When did your facilities start to become obsolete?—A. Yes.
Q. When?—A. In 1884 we laid our first two cables. '4
Q. And in 1923 you laid the last one?—A. Yes. One of the two cables ;
laid in 1884 is now obsolete and is not in use. 1
Q. Not in use at all?>—A. Not'in use at all.

Q. You have less channels now than you had when that one was working?
—A. Not necessarily so, because we were able, as a result of the undersea .
repeaters to get—correct me if I am wrong—to get one additional duplex
channel. That old cable, I think we had two channels. So, we have not Jost
in the over-all.

Q. Who were your competitors before C.O.T.C. came into the picture?
—A. We had the Western Union and the Anglo-American, who operate 107
gether, and we had the Canadian Marconi Company and we had Cable an®

Wireless. 1
Q. Yes. Now— —A. Today Marconi and Cable and Wireless are the ones.
that are taking over in Canada.

Q. I understand Canadian Marconi went bankrupt, they went out Oj
business, is that right?—A. No. I am sorry. Perhaps the minister co

answer that. ‘
Hon. Mr. MARLER: Their assets were acquired by C.O.T.C. . !

Mr. CARTER: They were acquired?

Hon. Mr. MARLER: Yes.

Mr. CARTER: Were they not confiscated—what is the word?

Hon. Mr. MARLER: Expropriated. ;

Mr. CARTER: Expropriated?

Hon. Mr. MARLER: I cannot tell whether it was expropriation, or an acqul” y
sition by mutual agreement; but they were acquired. Mr. Langlois says b
negotiation. ‘

‘Mr. CARTER: They were not available to anybody else? When they Weﬂ
out of business, it was not available for any other company who wante J
acquire it? ;edi]

Hon. Mr. MagrreR: I think perhaps we could reasonably say we expec
that they would be acquired by C.O.T.C.

Mr. CarTER: Yes, but supposing the Commercial Cable Company Want
to buy them out, would it have been possible for them to do so? '

Hon. Mr. MarRLER: There is no law against their making an offer, put
think it is unlikely that it would have been accepted.

By Mr. Bell:
Q. Mr. Martin, I wonder if it would be fair to say, in answer t0
Carter’s question with respect to London, that London is the centre ©
world in international business, and they have better facilities there:
any monopoly condition that might exist here, or elsewhere in the
would greatly increase our disadvantage and disparity in that way?—#"
if as I said before, if you are going to eliminate all other outlets Prov1
now by the Commercial Cable Company and your Western Union—I 2
saying this has been done, but that would be the ultimate result if We :
not able or are not permitted to replace obsolete equipment and puf in Fi
facilities to take care of the additional demand made upon us by the Cand=—
public. 0

LS
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By Mr. Langlois (Gaspe):

Q. However, since you are landing new cables on the Pacific coast, this
one fact in your service to Japan, that you gave us an example of, being the
more rapid service— —A. Let me put it this way, sir. It is true that we could
stay in business in Canada to handle that very small percentage of traffic
only, but it would be economically unsound for the company to remain in
Cangda just to take care of the traffic that the C.O.T.C. cannot handle, or
because it is overloaded, or because its cable is interrupted. It would be

= €conomically unsound to retain our offices at St. John’s and Canso. '

Q. I am speaking of the Pacific coast.—A. Yes, the Pacific. But, I am
Quite sure if you know the volume, which is quite small at the moment, it
~ Would certainly not warrant the company maintaining offices in Canada, and
facilities for the purpose of handling that small percentage of the traffic.

Q. Even if you are providing more rapid service than the C.O.T.C. can
Provide?—A. Yes. I mean that the company could not stay in business just
to handle peanuts in the communication field, that is, one-tenth of one per
¢ent of our over-all Canadian volume.

By Mr. Campbell:
Q. Was your application in 1945 made for a coaxial cable?
Hon. Mr. MarLER: It was 1954,
The Wirness: Yes, it was 1954.

By Mr. Campbell:

B Q. Why had you not extended your cables from 1923 up to that time?—A.
2Ctween 1923 and 1939 there was very little change in the over-all volume.

€ great increase and the big demand made upon us came about since the
end. of the war; that is when the company started to make plans for the
aying of a new cable and for the financing of landings and so forth.

Th I'have a letter here dated April 1, which is attached to the agreement.
at is the letter we referred to.

Mr. MacLAREN: And it is dated the 1st of April the day after confederation.
The Wrrness: Yes.

By Mr. Hosking:

' Q. That does not close up any of the land-lines you had in operation?—
oy anW that this was referred to our legal adviser at the time and he said
T While it was true that we were no longer able to operate under the New-

Ndlang agreement, we could then handle our traffic under our Canadian

ch : -
abzr-texj’ which we are doing. We had quite a discussion with the department
Ut it at that time.

Mr, 1,

the o ANGLOIS (Gaspe): I wonder if the witness would mind addressing
air? :

By Mr. Hahn:
- How many outlets have you in Canada?—A. Twenty-four.

i How many actual lines are there on the coaxial cable?—A. About 120
S€ between the United States and Europe.

the 2 What would yvou estimate could be the present need for Canada on
A g Hantic coast?—A. We planned that with this we were going to provide

ang teC_t Service from Vancouver, but I hope you will not misunderstand me

Vi Ly Ik that we'are going to provide the service ourselves direct to London,
0y |
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Paris or Rotterdam. The land-line operation between Vancouver and the cable
head would be provided by Canadian Pacific Telegraphs in this particular
case, but we would follow through. .

People on the west coast do not know why it is necessary to route traffic
through Montreal. But we are prepared, if we have this additional facility; to
give them direct service from Vancouver, which would put them in the
communication field exactly in the same position with people from Montreal.
We have the same requests from Winnipeg and Toronto.

In addition we have had a demand by five organizations in Canada for
leased circuits; in addition, the demand is also increasing for telex services,
customer to customer, on a three-minute basis. You might say that perhaps
ten or twelve channels would serve the purpose. '

If you look at the over-all picture that may be so, but you must realize ‘
that because of the difference in time between Canada and foreign countries
you must provide these facilities within a few hours each day. If you have
not got those facilities available then somebody is going to be held up, some-
body who is trying to get a grain order and who has perhaps only two hours
in which to trade, and if he cannot get his message through rather quickly
and have a reply, he may lose out in the business.

Q. So the minimum need for Canada would be only twelve channels while
you are requesting twenty-four?—A. Yes, in order to take care of the over-
loading on the telex side; but they would not be in use for all twenty-four
hours of the day. At night you might have only one circuit in use. 1

Q. How many outlets has C.O.T.C. at the present time?—A. It might be |
more accurate to ask C.O.T.C. to answer that question, but in the new trans-
Atlantic telephone cable there will be one and one-half voice channels assigned 4
to C.O.T.C. for telegraph purposes.

Hon. Mr. MARLER: It is just one-half.

The WrTnEss: Oh! There will be one-half of a voice channel assigned fo*
telegraph use. In my opinion the D.O.T. would be a better expert in this
matter, but I would say that you would get about twelve circuits out of it, an
in addition you would also have the wireless service. We have wireless service
direct from Canada so that with these twelve, plus what they have today, plus
their beams and their radio, they would have in the vicinity of twenty-four or
more; and if that one-half voice channel should prove to be insufficient in thé
future, there is nothing to stop them from converting one of the radio telephone
channels to telegraph use.

By Mr. Johnston (Bow River): :

Q. But you would not be able to do that?—A. No. If we have twenty"
four channels to Canada, that is all; the rest would be mainly telegraph cabl®
The A.T.T. cable is primarily a telephone cable, and the only exception is EF
one-half voice channel assigned for telegraph use between Canada and th/ i
_ United Kingdom. Of the other channels—I am not sure of the number now. "
but I think there are six and one-half telephone channels assigned to Canad g

Hon. Mr. MARLER: Making a total of 36. s
The WrTnESS: That is right, 36.

SIS R TR

By Mr. Hahn: . ti”'_?

Q. What do you anticipate to be the need for the future? Your stat o

cians must have figured out what the over-all needs would be in ten years:
A. We might have to lay a new cable.

Q. Another new cable?—A. I would say so, because I would doub

would be possible for us, if we have 120 channels with 24 assigned to Can i

{45
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and 96 assigned to the United States—if our volume increased, that they would
be willing to give up their 96; so that if those facilities are inadequate, we
Would have to lay a new cable.

I would say from my experience that for the foreseeable future 24 circuits
Would be adequate, but you never know what developments will come about.
HOWever, based on general growth, I would say that for the forseeable future
24 channels would definitely serve the purpose.

Q. With respect to messages transmitted, at the present time your line is

Working to capacity?—A. That is right.
2 Q. And how many would you anticipate? You have only a two hour basis
from Vancouver to London; how many messages do you anticipate would be
handleq if you got permission to have your outlets in Canada?—A. Just here
may T say that the facilities for 600,000 messages are not adequate and some of
hem must be rerouted via the United States in order to take up the overload.

As to the volume from Vancouver, if my memory serves me correctly, it
Would be approximately 5,000 messages per month, or roughly, 60,000 per year.
Ve have the same increase in Alberta, where there has been a tremendous
Icrease because of the oil development there and other things.

- Q. You are presently rerouting some of your messages. How many are
bemg re-routed out of the 600,000 you carry?—A. For example, we have a
able into Italy which goes from Newfoundland. If our Canadian
Uaffic became overloaded, we could get that traffic into New York and they
Would transmit it over the same cable but over different channels in that cable
i?‘ Italy; and the same thing with respect to France. If we have enough facil-
18s ourselves, however, that would not be necessary. -

e Q. How many messages per year would be re-routed?—A. We re-route
I:lly approximately—excuse me—I would say roughly from 2,000 to 3,000
€Ssages a week, or about 600 a day, roughly, on a five day week basis.
94 Q. That is like going from London to Canada?—A. No; that would be
" ;n Canada abroad; there maybe some traffic going to Italy, France, Germany,
lland ang Belgium for example.
h . Q. And what would be the difference in timing?—A. That is where we
Ua‘{e our main problem. There is a difference in time between here and the
Dited Kingdom of five hours, and with Belgium it is six hours. For example,
heefl the market opens in Montreal or Toronto at nine or ten o’clock, it will
ree o’clock over there; and the moment the Winnipeg Grain -Exchange
go 0S we are flooded with traffic trying to get through; and unless they can
t € necessary messages back and forth quickly, it is hopeless for them to
faeil‘o- Compete with the Chicago Grain Exchange; which does have adequate
hay, lties. Tt is unfair to say to.the Winnipeg Grain Exchange that you cannot
nlenet these facilities because we cannot provide therx} because if the govern’-,
they, Says to us “No, you can provide them but we _wﬂl not let you use jchem
Chi We are putting the Winnipeg people at a disadvantage 'vis a vis the
fago people.
Seop ~_IS it possible to replace the present cables which you have on an
haye Tical basis with a coaxial cable, and use the present outlets that you
It . With your plan of running into the United States?—A. No, it would not.
y0u°“ Wanted to provide 24 channels in Canada with the old type of cable,
the 010111(1 probably have to lay five or six if not more, and the cqst of laylpg
Cable type of cable would be just about as much as if you put in a coaxial

Put ; en you would achieve the same purpose, but th‘e‘company would be
f ba, . @ position where if they wanted to provide facilities on the old type
to o' they would have to spend five or six times as much. You are going

mijy; he same facilities, but it would cost you from $200 million to $250
°n to do it instead of $25 million.
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Q. If your application were granted for these outlets in Canada, would you 3
be able to reduce your rates?—A. I would not be prepared to say that, no, .
because if your rate is twice as much as that of another carrier, people will not
lower than ours we would not be in business. It would mean a tremendous 3
increase in your operating cost because your equipment costs more, your '
salaries are higher, and your taxes are higher. The more traffic you handle,
the more expenses you have, so I doubt if it would result in a decrease in
rates.

Q. If you had to replace the other cable, using the same kind of cable
you have there now, would the costs of sending messages increase?—A. They
would certainly have to increase; but if the other companies have the facilities
by laying one cable, then we are not in a position to compete’ with them, i
because if your rate is twice as much as that of another carrier, people will not
use your service except in very rare instances, unless your services are so much =
better in a certain direction that they will use them even though they have -
to pay an additional cost, but that would be a very small percentage indeed.

Q. If this application is not granted, it will mean that in effect, as your
other line deteriorates and falls into disuse, you will not be in a position to
replace it?—A. That is right; we will not be in a position to meet the demands
of the C.O.T.C. for the services we are now giving and for which there is an
increasing demand.

By Mr. Hosking: ‘

Q. In the first 21 years of your operation you put in five cables—A. Yes.

Q. Evidently there was quite an extension of calls back and forth around
1900?

Hon. Mr. MaRLER: I think you should not forget that these cables are not
solely between Canada and the United Kingdom; they are cables between the
United States and the United Kingdom landed in Canada as an intermediate
‘point. It is not solely Canada-United -Kingdom business we are talking about-
We are talking about United States, Canada, United Kingdom communications
and world wide communications, not just purely the Canadian position.

Mr. HoskiNG: It is not for Canada alone, it is for the continent?

Hon. Mr. MARLER: ' That is correct.

The WiTnESS: Yes, that is correct.

By Mr. Hosking:
Q. If in those 21 years you put down five cables and in the next 18 years
you put down one cable, when did that one cable go out of operation?—A. You
mean the one laid in 18847 ]
Q. Yes.—A. Four or five years ago. .
Mr HENDERSON: It went out of operation during the war.

By Mr. Hosking:
Q. Is that the reason they have C.O.T.C. because you were not giving an
adequate service in the last 33 years?—A. No, because you also had MaI‘FOI;; s
and Cable and Wireless. Therefore C.O.T.C. is not in addition to them, if NG
in place of them. We had competition then as we have it now. <
Q. In 1929 you spoke of the Winnipeg Grain Exchange, and that Wae
possibly its busiest time. With the terrific business done in 1929, how W¢ g
you able to handle all the required traffic with these services without Dut_tm
in an extra cable to take care of it?—A. There was no demand for direC
facilities from Winnipeg in 1921. They were quite satisfied with the methfid
at that time. But since then there have been new developments in the ‘
of communication. You have telex from the United States today and 78
have the R.C.A. telex service; and that affects Canada.
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For example, a very large firm in Vancouver asked us for similar facilities._
hey said: “We cannot compete with those people in Seattle unless we have
he same facilities”. We said to them that we were working on it. What

4 gld they do then? They leased a land line service between Vancouver and
. Deattle.

The point I am making is about the competition between countries. A
lal‘ge firm in Vancouver asked us ‘if we could not provide them with more
‘Taffic facilities in the handling of their traffic because they were in a highly
Competitive business, and they had to get their exchange of traffic with their
OVerseas correspondents made very quickly. Unfortunately, we were not
able to do it but we said that we had plans which eventually would allow
U to provide them with that service. They said: “Since you are unable to do

» then we have no alternative”. And instead of using the facilities in

anada they leased a land line service from Vancouver into Seattle made use
Of the facilities of the C.C.A. which is not in business in Canada, which has
%0 charter in Canada or outlets in Canada; but nevertheless Canadian traffic
; S moving from this firm in Vancouver to Seattle to be put on the R.C.A. telex
¥ there, That is an example of the lack of facilities.

By Mr. Green:

1 Q. Are you free to indicate what firm it is, or what ’type of business?—A.
0 not think it would be fair to tell you unless I first consulted with the
™M. T think to do so would be wrong.

B e .-

Pt

By Mr. Johnston (Bow River):

ha Q. You say with respect’to your surplus business that because you only
Ve 12 outlets here you have to send it to New York to be transmitted?—A.
at is correct. :

hav Q. How different would your position be to that of C.0.T.C., where they
1% !lote tO‘ send their messages through London to be transmitted? Would you
/ € In exactly the same position?—A. Certainly.

?' Were What advantage would C.O.T.C. have over your company then, if you

H ] that\ both in the same position?—A. If we route via the United States,
SR

P N

Touty equires a relay, with the result that the Canadian public by such

: ng 1s not geting the service to which it is entitled. So what we have in

'DOSsib‘ls this: that cqmmunications originating in Canada could, as far as

: °Derat1'e’ be handled in Canada to the coast over Canadian lines, and that

on should be done by Canadian operators, with offices manned by

i : lans, and with charges made by Canadians without any payment because

y°uru routg your traffic through the United States, you must give up part of

tol!s In transit. So our feeling is that if Canada is to have the tele-

tz-adzlqucation facilities that it requires, and it has international dealings in

and for movements generally speaking; then it should have and it

e to have the best possible facilities that we can make available for
at is for traffic facilities from Canada.

) at And you think with these other 12 channels you would be able to give
Service?—A. We do.

|

By Mr. Hosking:

1

Cana% If this coaxial cable is built, what percentage of those lines between
Lihes 4 and Great Britain—not Canadian lines but North American Continental
out Of\What percentage would be Canadian?—A. To the extent that 24 channels
Yoy i would be assigned for Canadian traffic, it means that on a ratio
‘statesould have 94 channels for use for traffic in transit through the United

term]- and 24 channels out of 120, so that for the handling of Canadian
oAl trame
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Q. That would be one-fifth approximately of the coaxial cable?—A. That
is right.

Q. And the Canadian government has no way of setting the rate which
you charge for'that?—A. I realize that is an important point, and I do not want

it to be misunderstood. The position has been made quite clear to me quite .

recently by the Department of Transport people, and they are probably right.
They are the people who administer the department and they are probably
right. But we must have been under a misunderstanding because I have been
in the communication service in Canada for over a quarter of a century and I
have dealt with rates, operations, transmission, accounting, and everything; and
to my knowledge never at any time have we altered any rate—that is, out
of Canada—without first referring the matter to the Department of Transport.

Q. There is a difference between referring it to them and asking them
for their permission.—A. There has been very little change made in the rate
structure.

Q. You are saving 20 per cent or one-fifth of the capacity of this cable
for Canada?—A. I am asking for it.

Q. Well, if it comes in, Canada will have available for itself one-fifth
of the capacity of the cable?—A. That is right.

Q. And if you maintain your business, this is the actual surplus we haveé
available for the Canadian people?—A. Certainly. I would not consider that
Canadian traffic was still considered to be overloaded.

By Mr. Langlois:

Q. In this respect, what percentage of your business is done in Canada 5}5
compared to the business you do in the United States?—A. I could get 1t_
for you, but it would be difficult to break down, because you could have traffic
from South America going to Paris, and that traffic might well go over oné
of our cables from South America into New York and be transmitted over
that same cable that transmits to Canada. Therefore, if I should give you the
over-all volume, it would include traffic from South America as well as
traffic from the United States. But we have a breakdown of our own traffi¢

Q. Could you give approximately the communications which eithe”
originate in the United States or which terminate in the United States?—

A. T could get that for you. If I gave it to you now it would be purely a guess:

By Mr. Hosking:

Q. This looks to me like the situation we run into in connection with the

dress business in its competition between Canada and the United States—

A. Our Canadian traffic is, roughly, 60 per cent; no, it is 20 per cent of the

over-all volume of traffic handled over the trans-Atlantic system. f

Q. As I said, this situation looks to me like the dress situation. In thy
United States they make dresses, and their season is considerably ahead. Od
ours, maybe a week or two; and they put those dresses on sale in the Unité
States at their real cost price—A. Yes.

Q. And anything they have left over—because our season is later th3;
theirs—they bring them up here and dump them here, and they say thee
offered them for sale in the United States at a certain price, but we ai
getting the back-end of this thing with one-fifth of those outlets comlnghat
Canada, while four-fifths of them are going to the United States?—A.
is right. :

Q. So you are put in a very inferior competitive position as between
one dealing with Canada and the United States, and there is no way
can cut the rates.—A. Let me say right now that it has not been our inte?
at any time to start a rate war.

an}'
(4

tioB

~
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Q. You admit that you have no control?—A. No, I do not admit it. I am
Sure the minister is well aware of the legal wording of the Telegraph Act
and I would not question his decision; but from the time I started at Quebec
City in the telegraph business 27 years ago, and to this date, in the 27 years in
Which I have been in the business, we have never at any time altered any
Tate without reference to the Department of Transport.

About five years ago the whole rate structure was altered in Canada. At
that time the Department of Transport called a meeting of representatives of
the companies at Ottawa to look over this rate structure. We made a few
 Suggestions for changes. Some were refused and some were accepted, and

Y whom? By the Department of Transport; and that last tariff was arrived
at a meeting which was chaired by the Department of Transport, and at which
all the carriers were represented. I represented Commercial Cable Company
at that meeting. We had made certain suggestions for alterations in the tariff.
Some of them were turned down while others were accepted unanimously.

R We realize that we could apply for a two cents per pound increase, but
If the other carriers did not do it too, we would not be competitive. The fact
T€main that in this last tariff the only important changes made were arrived
at and set up at a meeting chaired by the Department of Transport at which all
“1€ carrier companies were represented.

In our opinion, that gives us—and believe me I might be wrong in this—

?‘thfit gives us the idea that the Department of Transport had approved this
ariff, v

By Mr. Langlois:

Q. You said that the decision was unanimous—A. Finally they were, but
» 0n behalf of Commercial Cable Company made certain changes.

In the communication field you have outlets at terminals, and pay-out
M transit. In some cases C.O.T.C., if its route is around the world, may have
Emr'e pay-outs. You may have to pay out four transit rates in a transmission;
“ut 1t would be unfair to the Commercial Cable Company to say to the C.O.T.C.
8 e. do not agree to your rate, let us say, to Rio de Janiero”. We have five

SIX lines there but we cannot operate at a five cents rate because we have

0 make pay-out through London, and they say “That is fine”.

We

By Mr. Johnston (Bow River):

Q. What is the position regarding rates as between you, in the present
ation, and your competitor, C.O.T.C.?7—A. We could apply for a new rate,
an’}elves, but we would not do so until we had conferred with the other com-

1€s concerned. As I said before, your rates must be competitive, they must

1€ same, otherwise it is practically impossible for a company or an organi-
'O which has a communication requirement, if you have to refer to the
f each time and say “What is this going to cost us?” Therefore, there has
€ a uniform tariff.

Sity
Our

By Mr. Hosking:
: QornQ' What would the tariff be, let us say, from New York to Lon.don as
A Pared with the tariff on the same message from London to Halifax?—
; Out four cents a word higher.

Q. From New York?—A. That is right.
1 WhY?—A. Because the rate is higher, and it is based on a decision
ted by the Federal Communications Commission, that all tariff applica-
Would be made to the Federal Communications Commission either to

. a“-eep
tiOns
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increase your rate or to reduce them. And they will give the reason therefore.
The fact that the rate is higher may be that the cost of equipment is higher
at the terminal end. It may be that the salaries they have to pay operators
may be higher. I am just giving that as an example.

Q. It may also be that on four-fifths of your business you get four more |
cents per words, is that correct?—A. I beg your pardon? |

Q. For four-fifths of your business over these cables you get four cents |
more per word?—A. That is correct. ;

Q. Therefore, if you are competing with Canadian companies carrying i
messages from Canada into Great Britain you could have a much cheaper rate ]
in Canada and give them particularly unfair competition due to the large 1
volume at a high price that you have from the United States?—A. As I said
before, we have never done that. It is not our intention to'start a rate war,
and it is not our intention to cut rates; and we are quite prepared to give
that understanding.

Q. You have an agreement whereby you can charge 25 cents a word. That
was a long time ago. It is much below that now?—A. Yes.

Q. We cannot stop you from raising the rate., We have no control unless .;
you raise the rate above this 25 cents per word, but below that you are free |
to do as you wish?—A. We are prepared to give that understanding, not to
alter any rates whatsoever without reference to the appropriate government =

R RS

department. i
Q. “Without reference” is different from “without permission”.—A. Without :
permission, provided that the same applies for all other carriers operating in v
Canada. :
By Mr. Green: ’

Q. Would the C.O.T.C.’s rate from New York to London be the same as
your rate?—A. That is correct. That is, the R.C.A. is on par with the B.P.O.
The rates are exactly the same.

By Mr. Hamilton (York West):

Q. Would they have the same proportion of volume of business out of o
New York?—A. Actually in the case of R.C.A., they have no facilitiés from i
Canada except to the extent that they do have an interconnecting circuit with
the C.O.T.C. between Montreal and New York, I believe it is. i

By Mr. Barnett: !

Q. Mr. Chairman, I wonder if I could ask one or two questions relating
directly to the objection, you make to the passage of Bill 212. Now, as I read”
the bill, there is certainly no reference in that bill to the Commercial Cable
Company?—A. That is correct. 4

Q. I believe that one of. your spokesmen yesterday said that you had n‘; 1
objection to the licensing principles, as such, which were set forth in the pill®
—A. Right. |

Q. Now, as far as I can see in the brief you have submitted, the only
direct documentary evidence that Bill 212 as is presently provided, migh
work to your disadvantage, is in this letter, which you submitted as Exhibif
“D” from the Minister of Transport, dated February 9, 1955. I would like to
ask one or two questions relating to the contents of that letter.—A. Yes, sif-

Q. Now, in the letter the minister says, “The government is prepared’
subject to compliance by the company with all statutory requirements,
grant authority for the landing of the proposed cable,—". Now, in previo
discussion it had been brought out that of the 120 circuits in that cablés 91
are to be for use for the United States business, and 24 for Canada. NoW»
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Would like to ask, is the financial feasibility of the laying of this new cable
contingent upon whether or not you get the 24 outlets, or permission for the
24 outlets into Canada?—A. As far as I am concerned, yes. I am mainly
Concerned with managing the Canadian affairs for the company, and I also
Provide the service that is required of us by Canadians.

Q. What about the views of the representatives from the New York
end of the business?

Mr. HENDERSON: Mr. Chairman, that is the view of the company.

By Mr. Barnett:

Q. Then, if I might pursue that question in relation to the letter, it is
se?; forth below that there are certain conditions under which apparently the
Minister would be willing to agree that you have a free hand in Canadian
tade, or that outlets would be available to you in Canada, and it mentions
efence. And then subsection 2: “Commercial purposes in respect of circuits
leaseq to Canadian Overseas Telecommunication Corporation.”—A. Yes.

. Q. Now, what I would like to know is: have you had any discussions
“_’“h C.O.T.C. in respect to whether or not they are prepared to leave those
- Qreuits which you propose to have available for Canadian use?—A. I would
Dot say officially, no. But, I have had some unofficial talks, and the impression
ngOt Was that the facilities that will be made available to C.O.T.C. out of the
f:‘” A.T.T.-B.0.P.-C.O.T.C. cable will be quite adequate to serve their needs
¥ the foreseeable future. So, if we went ahead and built the cable on the
POSSlbility that they may, at some future date, require some of those facilities,
asWOUI_d be, and I am quite sure you would agree, uneconomical. Because,
Said, they have no requirement now. If we had a cable available to-
Orrow they probably would not have any use for any of those facilities.
€Y may at some time in the future.

Ve Thel"e is also this to remember, that occasionally your cables go out of
acci:lhlssmn. It may be due to mechanical failure; it may be due to_ a freak
fou ent. T can give you a case: we recently had one of our cables 1n.N¢_ew-
thendland uprooted because of a bulldozer. So, a cable is out of commission;
ang Same thing can apply to C.O.T.C., and the same applies to Western Union,
DIan(’u have no alternate routes in such a case. I might say, we had a very
to usa.nt arrangement in Canada with the C.O.T.C. whereby they w_111 _transfer
facil?t'lf We are in trouble, and we will do the same. But if you ehm}na.te all
T 'es except the one route, namely the C.O.T.C., when that route is'inter-
the ~d you have no facilities, and you have no alternate route except, perhaps,
X Ireless. There again, the Wireless is not secure; and is also subject to
m, OSpheric disturbances which might put the circuit out of commisgion for

“Y hours,
heedQ' Would not the fact, that you have just mentioned, in regard to the
ente, f.OI‘ alternate routes make it likely that C.O.T.C. would be willing to
i

e nto some arrangements?—A. They may, as I say, under thosg circu'n?-
tiag fes- - But, it will be uneconomical for us to build a ca!ole to pI‘OVfC%e. facili-
in'cerror the C.O.T.C. to be used only, if, and when their own facilities are
g Upted. There may be months go by without it happening at all. So,
San, .it would not economically be sound in a business way to build a cable
facill)i?wde alternate facilitiés for a competitive company in the event its
'6S are interrupted.
Cabye Coming back to my first question in relation to the feasibility of the
Ceop, . Would you be prepared to submit any material in respect to the
Sip, G involved?—A. I could give you the answer to the orignal thing,
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Q. It appears to me that the percentage of Canadian business that you
anticipate in respect to the cable is a relatively minor one?—A. Oh, it is now.
But it is very important to us.

Q. And it is a little difficult to understand why the question as to whether
or not the few Canadian circuits are available to you, should be the deter-
mining one in respect to the laying of the coaxial cable when, as I read the
minister’s letter, apparently there is no substantial objection to your using
Canadian territory as a landing point for that cable—A. That is true. But,
there is no point in laying a cable unless you can use it. If you have no
outlets it is not of any use. As you say, perhaps it is true that C.0.T.C. would
lease facilities from us in the event that their facilities are disrupted, or out
of commission temporarily. But, that would be, as I say, most uneconomical i
to have that cable landing there and just be there to be used in the event of J
the facilities of a competing company being out of commssion.

By Mr. Johnston (Bow River):

Q. May I ask a question. Can you tell the committee whether or not in
the United States a company which is operating there can increase their outlets
without permission from the United States government?—A. I would ask
Mr. Henderson, or Mr. Kennedy to answer that.

Mr. James A. Kennedy, Vice President and General Counsel, Commercial Cable
Company. called:

The WirnEss: I would say, Mr. Chairman, and I would say, sir, as to the
ready facilities—

By Mr. Johnston (Bow River):

Q. I am speaking about these cables.—A. As to increasing the capacity
of the existing cables you would not have to get approval.

Q: I am asking about increasing the outlets.—A. It is a little difficult foF
me to understand just what you mean.

Q. Well, you are asking—A. I would say no. ! |

Q. You are asking that you have 12 more outlets in Canada?

Hon. Mr. MarrLER: Twenty-four more. |

By Mr. Johnston (Bow River):

Q. Qh, 24 more altogether. Now, can you go into the United States and ‘
increase your outlets by 24 without getting permission from the United State
government?—A. From existing cables we-can, sir. 4
Q. From existing cables?—A. From existing cables.
Q. What about from a new cable, can you?—A. From a new cable all Wg
have to do is to get a landing license, which has no restrictions of use as ¥ |
capacity, with no regulatory authority for the laying of the cable. It is merely |
a license. in \
Q. What is the difference between that and the position you would be 5. T
if Bill 212 passes? Because, as I understand this, and I am looking at t e 1
licence section, section 41 which says: “(a) operate an external subm‘?‘rﬂie i
cable; or (b) construct, alter, maintain or operate an external submarine cab
except under and in accordance with a licence issued under this Part.” a
Now, that means that this bill proposed today is to put into forcesin
licencing system almost identical to the one in the United States?—A. NO» **
I must differ from you.
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Q. What is the difference?—A. I must say, that as I stated, in the United
States there is a very simple licensing act. There is no authority for issuing
Tegulations concerning the landing of the cable. All it says is that you have
to get authority to land a cable before you can land it, and that is all.

Q. That is all this is doing, is it not?—A. No, sir. It says, “subject to the

Tegulatory power.” 2

By Mr. Green:
Q. Read page two.—A. On page two.

By Mr. Johnston (Bow River):

Q. In section 41 it just gives the government the power to issue these
licenses under certain conditions?—A. Yes.

Q. It says, “The governor in council may make regulations (a) providing
for the issue of licences for the purposes of this Part;”

Is that not exactly the same with the United States too?—A. No, sir.

Q. You have got to get permission before you can land one of these outlets?
—A. I would say that, generally, with more wordage, the licensing act of the
hited States is very much like—or could be construed as very much like
p_aragraph 41 here. There is no question that you can land a cable without a
Cence. That is very similar to the United States act. But, our act there has
N0 comparable provisions as paragraphs 42 and 43 in Bill 212.
Q. You mean to say then that in the United States they have no regulations
Whatsoever regarding the operation of an outlet in the United States?—
- No, sir.
Q. Once you get the outlet you can do anything you like?—A. Yes. They
have regulatory powers over rates, of course. But, how you use those outlets
Onee you land the cable, they have no interference whatsoever.
Q. Have you got the United States bill?—A. Yes, sir:
Q. T wonder if we could have copies of that, Mr. Chairman, if the witness
.haS e€nough available for each member of the committee, so that we will be in

& Dosition to compare the legislation in the United States with the legislation
Proposed here in this bill?—A. I am SOITy, Sir.

The Cramrman: I think it would be just as well to table it, would it not?
Hon. Mr. MarcEr: Table one copy.

The Cramrman: Just one copy.

The Wirness: I have only the one, sir.

be Mr. Jonnsron (Bow Riwver): We could have that tabled, and then it could
Put in as an appendix to the report of proceedings.

By Mr. Hahn:

Yo Q. Is there a section in that that deals specifically with the situation where
U can pyt outlets, or where permission is granted that you can add to that?—
0, sir, there is not.

By Mr. Johnston (Bow River):

“enteQ' You have no objection to section 41, but most of your objection is

ée% on section 42?7—A. Yes, sir. I believe Mr. Corlett stated that yesterday
rief, '

heean‘- GREEN: The objection, as I understand it, is that they have already
" told they cannot get any outlets.
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Mr. JoHNSTON (Bow River): I suppose you would have to have the
minister answer that, but I would doubt if the purpose of this legislation is
to exclude the operation of this company, but merely to make it come under
the regulations.

Hon. Mr. MARLER: That is right, Mr. Johnston.

Mr. GrReeN: That is not the complaint at all. They say they have been
told they are not going to get any outlets.

Mr. JOHNSTON (Bow River): Maybe the minister could put us clear on
that.

Hon. Mr. MARLER: Mr. Chairman, I think it would be more sensible if we
were to finish dealing with the witnesses before I start trying to set forth what
I consider to be my own side of the question.

Mr. JOHNSTON (Bow River): Mr. Chairman, it does seem to me that if
the government’s intention is not to exclude this company, that would give
an entirely different picture with respect to what the committee here would be
prepared to listen to from the witnesses that are speaking, because there might
be a lot of extraneous stuff put on the record that is of no use.

Mr. MARTIN: May I say this, sir, we have already been excluded in that
our application has been refused.

Hon. Mr. MARLER: Mr. Chairman, Mr. Martin says the company’s applica-
tion was refused. The letter was given to Mr. Maclaren and forms part of the
company’s brief. I think everybody is perfectly free to interpret the letter that
was given, and I do not think it should be regarded as a refusal.

Mr. HamiLToN (York West): Mr. Chairman, I would suggest that if the
minister is not going to make any statement about it now, that the committee
consider that these witnesses can be recalled after he does make his statements
if there is anything that should be said in rebuttal. ¥

Hon Mr. MaRLER: I think that is perfectly reasonable, Mr. Chairmab:
But, I think the members of the committee would appreciate that inasmuch
as I am not calling the witnesses, it would be most inappropriate for me 0
make a statement in the middle of the testimony of the witnesses.

Mr. JounstoN (Bow River): Mr. Chairman, at this point, may I moVve
that the United States bill be printed as an appendix to the proceedings’
suppose we have to have that motion before it can be done.

Mr. CAMPBELL: Mr. Chairman, the bill does not seem to be very long. HOW
would it be if this gentleman read it?

Mr. JoENSTON (Bow River): We have that motion now. We have bee?
talking about it, can we decide on it?

The CHAIRMAN: Mr. Johnston moves that this be put in the minutes.

Carried.
Mr. GREEN; Is it very long Mr. Chairman? Perhaps it could be read i

us right now.
Mr. LaNcLois (Gaspe): One is very long, I understand. There are twO %
them.
Mr. HAHN: There is just one page there.
Mr. CorLETT: There are three sections, I understand, Mr. Chairman.
The CHAIRMAN: It will go in the minutes.
Mr. CampBELL: I move we have it read. ¢
The CHAIRMAN: It has been moved by Mr. Johnston (Bow River) thé%
it goes in the minutes. :
Mr. CampBELL: That does not preclude reading it, surely?

i e
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The CrAIRMAN: Will you withdraw your motion?

Mr. JoHNSTON (Bow River): No, I do not think I will withdraw the motion.
You have already put the motion and it has been decided.

Mr. CampBELL: It should be read now. We cannot see it for two weeks.

Mr. JouNSTON (Bow River): If they wish to have it read now I have no
objection.

The CHAIRMAN: Would you like to have it read? I think we better have
it read.

Mr. JOHNSTON (Bow River): You will notice, Mr. Chairman, that I am
asking that the whole bill be put in, not just certain sections of it. I do not
care what section he wants to read, that is a different thing, but the committee
has already agreed to have the bill printed, and I do not care what action
You take from there on.

The WiTnEss: Mr. Chairman, may I say that in my opinion, and to the
‘best of my knowledge this is the entire act as it applies to the landing of cables.
But, it so happens that the sections are there because of other material that
is in the same act. But, I will be glad to check that and be sure of that. But,
to my knowledge this is the whole act as it refers to the landing of cables.
It is generally known as the Cable Landing License Act, sections 34, 35 and 36:

34. Licenses for landing or operating cables connecting United States
with foreign country; necessity for. No person shall land or operate in
the United States any submarine cable directly or indirectly connecting
the United States with any foreign country, or connecting oné portion
of the United States with any other portion thereof, unless a written
license to land or operate such cable has been issued by the President
of the United States. The conditions of sections 34 to 39 of this title
shall not apply to cables, all of which, including both terminals, lie wholly
within the continental United States.

35. Same; withholding or revoking by President; terms and condi-
tions of licenses. The President may withhold or revoke such license
when he shall be satisfied after due notice and hearing that such action
will assist in securing rights for the landing or operation of cables in
foreign countries, or in maintaining the rights or interests of the United
States or of its citizens in foreign countries, or will promote the security
of the United States, or may grant such license upon such terms as shall
be necessary to assure just and reasonable rates and service in the
operation and use of cables so licensed. The license shall not contain
terms or conditions granting to the licensee exclusive rights of landing
or of operation in the United States. Nothing herein contained shall be
construed to limit the power and jurisdiction heretofore granted the
Interstate Commerce Commission with respect to the transmission of
messages.
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36. Same; preventing landing or operating of cables. The President
4 is empowered to prevent the landing of any cable about to be landed in
Violation of sections 34 to 39 of this title. When any such cable is about
pe to be or is landed or is being operated without a license, any district
it court of the United States exercising jurisdiction in the district in which
Such cable is about to be or is landed, or any district court of the United
States having jurisdiction of the parties, shall have jurisdiction, at the
Suit of the United States, to enjoin the landing or operation of such cable
or to compel, by injunction, the removal thereof.
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By Mr. Johnston (Bow River):
Q. Are there any regulations pertaining to the operating of the cable?—A.
No, sir. :

By Mr. Herridge:
Q. Could I ask you this question: is your act voluminous, and does it
contain a lot of other sections on other matters?—A. No, sir.
Q. This is your act?—A. This is the entire act.

By Mr. Carter:
Q. Are there any other acts pertaining to cables, messages or telegraphs?—
A. Not with respect to the landing of cables. But, as I say, this is a part of
a larger act.

By Mr. Herridge:

Q. That is the point.—A. It has nothing to do with the landing of cables.

Q. We had a motion that the entire act be printed. Now, that is an
unnecessary expense, I submit, Mr. Chairman to this government; and we are
concerned, in this party, in the saving of money on the part of the taxpayers
of Canada. I suggest that it is quite sufficient to print this in the record. We
do not want a lot of material printed that has nothing to do with the question.

Hon. Mr. MarLeRr: I do not think Mr. Johnston expected that the whole
piece of legislation would be printed on the record.

By Mr. Johnston (Bow River):

Q. What I am concerned with is the operating of the landing, and it$
regulations.—A. There are no regulations, sir.

By Mr. Carter: :

Q. Just at that point, did you not refer to a federal state commission there?
You read out something about a federal state commission having some powel
with regard to the transmission of messages?—A. Yes, that is said there
“Nothing herein contained shall be construed to limit the power and jurisdictio®
heretofore granted the Interstate Commerce Commission with respect to the
transmission of messages”, which is now a federal commission with respect t0
the fixing of rates, or whatever jurisdiction they have. 5

Q. Yes, but what jurisdiction do they have apart from the fixing of rates-
—A. They have jurisdiction over all cables and radio carriers with respect to
rates, tariffs, and financial reports. In other words, it is a general regulator.
body, but it-does not affect these landing licences.

By Mr. Johnston (Bow River):
Q. Mr. Chairman, the only thing I have reference to is the part of the
act which deals with this particular question.—A. That is it, sir. 4
Q. I am not concerned with the original act that is two or three inche
thick. Of course, we do not want that in the records. But, I am concefne_
with,—and I would amend the motion to that extent, with just what informa
tion that deals with this particular question.

By Mr. Campbell: /

Q. In section 35 there were the three words you read, “upon such term?
Would that not signify that there were regulations?—A. Not to my readln-t
it does not, sir. Of course, it is limited to “upon such terms” to ensure fat
and equitable rates, I think it says, if I recall the thing right. But, L
are no regulations, I can assure you.

(1
.
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Mr. BARNETT: Mr. Chairman, on this point, I listened as carefully as
I could to the reading of the act, and as I understand it, the act passed,
I presume, by the Congress of the United States, confers upon the President
of the United States, the executive, certain authority. Now, I must confess,
that I would like to hear some spokesman for the Commercial Cable Company
be a little more explicit in regard to why they feel the effects of the bill we
ave before us would confer greater powers upon the executive of the govern-
Mment of Canada than that act does upon the executive of the United States.

Now, might it not be simply a difference in the structures of govern-
- Ment of the two countries? In other words, where the President exercises
the authority in the United States, the governor in council does in Canada?
Ow, perhaps Congress does not follow through the procedure, which is
Quite normal with us, of providing in the bill that the executive has the
authority to make regulations? Perhaps it is not regulated, by practice, in
the United States, but it is specifically stated in the bill that the executive
has the authority.
_ Now, I would like to know why you consider that this clause 42 in this
bill confers greater powers on the executive of Canada than that bill does
On the executive of the United States? :

Mr. GREEN: Mr. Chairman, perhaps it would simplify the matter a bit
1 we looked at section 41 of the new bill, which provides that: “No person
_Shau in Canada—operate”. It does not say anything about landing, which
IS the United States provision. It says, “No person shall in Canada—operate
- 91 external submarine cable;”. ’
Mr. Jounston (Bow River): It is the same thing in the American bill—
or operate.
t Mr. GREEN: “—construct, alter, maintain or operate any works or facilities
Or the purpose of operating an external submarine cable.

EXcept under and in accordance with a licence issued under this part.”

That seems.to me to go considerably further than the American bill does.

3 Hon. Mr. MaRLER: The American legislation as I understand it used the
‘ Ords “land or operate”.

Mr. Jonnston (Bow River): The same thing.

h Mr. BarneTT: I would like to hear why they feel this gives wider power
40 the American bill. I think they should make it more explicit.

Mr. Hamivron (York West): Probably they feel that way because they

€ already been told.

Mr. Barnerr: The bill gives the President of the United States the
€ Power to decide whether or not he is going to issue the licence.

- lang

hay

By Mr. Hahn:

thip Q. Possibly the answer to this question might be the answer to the whole
a cab-l I_f you have, as you have today, the right to operate and to land
adq € In the United States, does that automatically give you the right to
Yo }iiny additional number of cables in the United States?—A. Mr. Chairman,
it aaVe not had an opportunity to test that. I might say, to my knowledge
cﬁbles never been tested. But, I am sure that if we should l_ay this new
that Or any cable, we would seek authority to land it before doing so, under
So faaCt that I just read, and I would not anticipate any difficulty either.
. 2T as I know there has never been a landing refused in the United States.
Yorfs You know, the British companies used to operate cables through New
Uhio and into the United States; The Anglo-American, from which Western

77‘30;13:7 has a lease, which was originally 99 years, and which runs into
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Canada, have operated cables into New York, but they saw fit to lease their
cables to Western Union. The French Cable Company operates cables into
New York at this time and has for many years. In earlier days several other
British companies operated cables into the United States. As I said, I know
of no instance that a cable landing licence has ever been refused to any
company, regardless of nationality.

I might add this, that as of this moment Cable and Wireless operates
cables into Puerto Rico and the Virgin Islands, United States possessions,
and no landing licence has ever been required. So, the Cable Landing
Licence Act that I have read to you, for the United States, has always heen
considered a very simple document, and that before you land you get the
approval, and that is all. There are no regulations at all.

Mr. HAHN: Mr. Chairman, you made your plans some time ago, before this
Bill 212 came to our attention, as I understand it. Before we brought in this
bill it was not necessary to get permission from the federal government in
Canada either.

Hon. Mr. MARLER: That is not correct, Mr. Hahn. Section 22 requires the
approval of the governor in council.

Mr. HAauN: I was going to say, though, they require the same authority;
according to the act I just heard read, from the United States President.

Hon. Mr. MARLER: That is right.

By Mr. Hahn:

Q. Would you go ahedd and build a cable without getting approval for
96 outlets into the United States?—A. No, sir.

Q. You would get the approval from them first?—A. Yes.

Q. So you are in fact coming to Canada first for approval for 24 outlets
in Canada?—A. Yes, sir. y

Q. Having got approval, if we see fit to give you approval, then you will
go to London, and to Washington to get approval from them likewise?—A-
might say, sir, in answer to that, the whole thing was taken up originally
simultaneously. We have kept the United States government advised of every
step. They know our plans and they know exactly what we are going to try
to do and hope to do. We have, you might say, kept them advised so that
at the appropriate time we were going to ask for a simple licence. Y

Q. Up to now you have no reason to believe that you will be refused n
the United States?—A. We have not, sir. In other words, before we went
the United Kingdom and before we first came to Canada we received in writing
what they call “an approval in principle”. They did not—we did not 8%
for a general approval licence, a formal licence, but we have a document from
them approving the project in principle.

Q. On the other hand, in London, it would appear from the informat
we received yesterday, that you may not receive approval at that point, &
is in the British area? That causes me to ask this question: if permission W€
denied in London and granted in Canada, where would your outlet beé 5
Europe?—A. We have had under possibility several places, as Mr. Hendersof
said yesterday. We have even had some informal discussions with som€ abs
the German authorities. There is the possibility of Belgium or France. B ch
as I said, and as Mr. Henderson said, those have only been tentative inasmum,
as we first want to know definitely whether the United Kingdom will fin?
agree, or whether they will not. ne

Q. If the United Kingdom does not agree, and you get an outlet into %is d
of these other countries, have you facilities from that point in Europe, 2 ada‘ ‘
time, to London to carry extra messages that would be carried from Can use’
and the United States to that point in Europe?—A. Yes, we would. eca
we have direct cables now into France, into Germany, into Belgium.

jon
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Q. Would they be able to carry that additional load?—A. I believe so, sir,
Certainly. That could be easily estimated because we lease facilities over that
from the United Kingdom to Holland and possibly to some other countries in
addition to having our own cable.

Q. If you are being denied the right to have outlets in the United Kingdom
at this time, is it likely that if you need additional facilities from Europe into
h.e United Kingdom that you would be granted such a permit by the United

gdom?—A. Well, we might. That is a problem, and I do not know.

” Mr. LangLois: Mr. Chairman, might I make a suggestion to the committee?
IhaVe before me the Communications Act of 1934 as amended, and since the
€T act has been read into the record, for the benefit of the committee I
Ought that the two short subsections of the Communications Act of 1934
Should also be read into the record. So with your permission—if the comy
Mittee jg willing—I am prepared to read these two short sections, which give
uthority to the Federal Communications Commission.
The Wrrness: Is that the Canadian act?

¥ Mr. LangLOIS: No, it is the American act which gives authority to the
e‘!eral Communications Commission over the station licences under the act
Ich was read previously.

Mr. Jounston (Bow River): I would agree to that.

(0) Mr. Lancrors: Section 308 of the Communications Act of 1934 paragraph
reads as follows:

The commission in granting any licence for a station intended or
used for commercial communication between the United States or
any territory or possession, continental or insular, subject to the jurisdic-
tion of the United States, and any foreign country, may impose any
terms, conditions, or restrictions authorized to be imposed with respect
to submarine-cable licences by section 2 of an act entitled “An act
Telating to the landing and the operation of submarine cables in the
United States”, approved May 24, 1921.

sEctig‘hat is the end of that section. And there is another subsection, in
Sect; N 602 paragraph (c). The title is “Repeals and Amendments”, and sub-
%0 (c) reads as follows:

The last sentence of section 2 of the act entitled ‘“An act relating
to the landing and operation of submarine cables in the United States”,
approved May 27, 1921, is amended to read as follows: “Nothing herein
Contained shall be construed to limit the power and jurisdiction of the

ederal Communications Commission with respect to the transmission
of messages”.

Il‘ez;fihe WirNEss: May I make an explanation? The first quotation which

enc referred to the radio licence, which has nothing to do with the cable
that S but it does say, as the gentleman read, that the commission—and
tion, €ans the Federal Communications Commission—may impose in addi-
fagyq, (;- Many others in radio—may impose such terms and conditions in a
the eablcenCe as may be imposed in a cable licence. Then you referred to
licenc le licence: so that gives them the same authority to put into a radio
th&ree What you put into the cable licence; but with respect to radio licences,
dre act Many, many terms and conditions which are authorized and which
by t eually written into the licence. With respect to the last clause read
muxuc.dt.gentleman, in section 602, it merely referred to the Federal Com-
o the Imns Commission and. their jurisdiction which had heretofore been
Ifan i nt_erstate Commerce Commission which I read to you in the Cable
t‘°n wg. Licence Act, and if you recall it, that act only took away the jurisdic-
Moge_ .. 02Y be in the Interstate Commerce Commission.
33

i..(
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When the Federal Communications Commission was created, the Com- 1
munication Act was passed in 1934—there was that change which the gentle-
man read which was necessary because it transferred from the Interstate
Commerce Commission its jurisdiction as to the rates and so on over to the
Federal Communications Commission. .

By Mr. Johnston (Bow River):

Q. Are there any limitations or regulations written into the licence which

is granted in the United States in regard to cables?—A. There are, but only

to the extent of insuring the equitable rates, as the licence prescribes an
the landing points, but nothing beyond what the licence authorizes.

Mr. E. A. Martin, Caonadian Manager, Commercial Cable Company, Montredl
recalled:

By Mr. Nesbitt:

Q. I would like to ask Mr. Martin a question regarding section 42 which =
1 take it, is the section of the bill which worries the Commercial Cable Com~
pany. Looking at the various subsections a, b, ¢, d, and e, one would ga'ﬁher ‘
from the terms of this section that providing that the governor in council may
make regulations respecting applications for licences and prescribing the |
information to be furnished by the applicants and prescribing the duratiqn’ :
terms and conditions of licences and the fees for the issue thereof, wh 3
paragraph (d) provides for the cancellation or suspension of licences fo
failure to comply with the terms and conditions thereof, I suppose the proble?
which worries the Commercial Cable Company is whether this section i$
fact a type of licensing section which is similar to the type of licences or %
issue of a licence for the ownership of a motor vehicle, which is aut” -
matically granted provided certain conditions are fulfilled as prescribed ‘_
whether the Minister of Transport or the Department of Transport has the,j
power to refuse a licence, even if the terms and conditions are fulfilled. P
from the wording of the section it would seem that is not the case; howe."er”
the letter which Commercial Cable Company received from the minis
would indicate that the department does have the power and the intenti®
to use such power to refuse a licence except in specific conditions; in © i i
words, even if Commercial Cable Company fulfilled all the terms and CP{‘ oﬂsi
tions required of any company wanting a licence, even under those condit! _
the department feels that it has the authority to refuse a licence,. even at !
the terms and conditions are fully met. Is that correct?—A. We feel it
we are already licensed under our Canadian charter as we understand d 1
Or course, I am purely a layman in legal matters. Perhaps Mr. Corlett cOv s
explain it better, but our position is that the purpose of this bill is to 3‘%1;4 3
regulations and conditions under which we operate these cables, not kno% .4
what they are, ds I read it, and this would give the Department of TransP
very wide powers indeed. d

For example, in the case of our last application, they said that we co of (‘
land a cable, but we must use the facilities of the crown corporation; ,O ot of
a competitor; that you cannot use them for your own traffic. That is the s |
thing we had in mind. ‘

By Mr. Hamilton (York West): hy;'--

Q. Could we restrict the last question to the minister and ask hi™ 111; 0H
people in his legal department feel that this section 42 does give the rig :
refusal of a licence?
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Hon. Mr. MARLER: I was going to intervene to say that I think the com-
Mittee should appreciate that there is a distinction between a licence con-
templated under this bill, and the landing licence which has been the subject
of correspondence between myself and the representatives of Commercial Cable

Ompany. I do not think there is any question—and I shall deal with that
More fully later on—I do not think there is any question that if the governor
N council wished to do so, he could refuse completely to grant a landing permit
Or a new cable. So far, however, as the licensing system is concerned, I

. Propose to assure the committee that the licensing provisions are not designed

0 put anybody out of business. The licence will be issued to the cable company
and it will enable them to carry on as they have been carrying on at the
Present time, subject to the conditions which will have to be elaborated upon
and which I think will be fair to all concerned.

Mr. Green: What about the landing licence if it says that you could
Only use this cable for defence ‘purposes or to carry messages for C.0.T.C.?

Hon. Mr. MarLeR: I do not want the committee to be under any misappre-
sion about the landing licence. The landing licence is not at issue in this
Ul at all. The only question at issue in this bill is whether or not we should
ave a licensing system. I know that the committee would like me to go
€yond that, and I in turn would like the committee to know all the facts
c°nCerning the refusal or the position that the government has taken with
'egard to the Commercial Cable Company’s application.

b I think they are satisfied that the decision we have taken is a sound one,

do not think this is the appropriate time for me to deal with that question.

a.t I want to emphasize first is, that there is a distinction between the

aNding permit. which is something required in order to place a cable on

dadian soil, and the licence which is contemplated by the new legislation
Ich is in fact the licensing of the operation of the cable.

th Mr. NicHoLson: We have had a long discussion and it would seem to me
m; - We might conclude the discussion as presented by this brief and give the
i:HSter an opportunity to make a statement with the understanding that the
.hesses would be available to be examined later on if we are not satisfied
"'h the information we have had, and I suggest at this point that we proceed.

Mr. Green: No, not until we are through with our other witnesses as well.

ang Mr. NESBITT.: The minister made a distinction between a laqding permit
Sect't € licensing regulation. They are tied together of course inasmuch as
on 4] ties in with section 42.
42" Hon. Mr. MagrLER: I want it to be perfectly clear that section fll and section
Tel O not deal with landing permits. That comes under section 22 of the
€8raphs Act.
un deMr' NesBrTT: I have only one question to ask the minister a.nd it is Fhi;:
kectig the regulations which may be set up by the'governor'm council in
Osen 42, provided that any company which might wish to be licensed fu}ﬁl]s
hay, Tegulations which are set out, would the department and the minister
in th € power to refuse a licence if the conditions were fulfilled as set out
€ Tegulations?
On. Mr. MarLER: Refuse which licence?

séct'Mr’ NEsBrrT: To refuse the licence under the new legislation? Under
100 42 it says: " '

hen

“The governor in council may make regulations (a) providing for
. the issue of licences for the purposes of this part;” ... and so on
the, - 2ll those conditions were fulfilled by any company requiring a licence,
; ould the minister still refuse a licence?
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Hon. Mr. MARLER: I would like to reflect on that question before I answer
it too hastily. I would like to examine the position to see what it really
means.

Mr. NesBITT: I thought that was the crux of the situation.

Mr. GREEN: The regulations could always be changed.

Mr. BELL: It is contained in seciton 42, paragraph (e). ‘

Mr. NESBITT: What we would like to know is this: do the Department of &
Justice officials feel under these provisions here that there is the absolute right
of refusal notwithstanding compliance with the mechanical form of the appli-
cation?

Hon. Mr. MARLER: An application of what kind?

Mr. NESBITT: For this type of licence?

Hon. Mr. MARLER: We shall try to answer that question.

By Mr. Carter:

Q. Your present cable lands somewhere in Canada? It lands in Newfound~
land?—A. Some of them land in Canso and some.in St. John’s.

Q. You have nine and one half channels?—A. Yes.

Q. Are they all in the one cable?—A. No, in six cables.

Q. All six of them land somewhere in Canada?—A. Either at Canso, or at k
St. John’s; and in some cases at both places. '

By Mr. Hahn:

Q. In exhibit “d” the words used by Mr. Marler are:
R i the application of Commercial Cable Company to land 0%
the coast of Canada a new trans-Atlantic coaxial cable”. i

That is just the one cable?

Hon. Mr. MARLER: That is under section 22.

Mr. HaHN: The minister says that the reference is to section 22, buf I
would like Mr. Martin to let us know if he interprets section 42 of this bill >
referring to the landing of a cable, and that is the reason his company tak
exception to the bill?

The Wirness: No. Perhaps that is a legal question which Mr. Corlet!
could answer, but I would say that the objection in this letter is that we ?re {
unable to terminate circuits in Canada for the purpose of handling Canadia® |
traffic for which there is a demand. I want to make it very clear when I 8
that there is a demand. I want to make it very clear that that demand exlst‘:

I travel from coast to coast in Canada at least once a year through all ﬂtlh :
provinces to see how our services are, and I have talked to some people wi é
respect to the service delay, and I can say most emphatically that they al‘a>
not satisfied with the present service; they want a more direct service and s
faster service, and they say that it is absolutely a necessity to have the -
additional facilities if they are going to compete in world markets. w

By Mr. Hahn:

Q. We can appreciate the need for more services, and we are not diﬁpu"‘”g;
that at this time. The question is as to how you interpret Bill 212, section - l

Mr. CoRLETT: In so far as the probosed section 42 is concerned, in ‘::hat )
of the past history of this company in the last two years we are fearfl{1 Hfy
in the set-up in paragraph (c) particularly, that it could be used to JU® s
the denial of our—“prescribing the duration, terms and conditions of hc,er;]yf.
and the fees for the issue thereof’—that it might be construed pretty Wldaﬂd
‘And then going on to paragraph (e) “generally for carrying the purp0osé® ‘L.

o5
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Provisions of this part into effect”—the company as such has no right to object
to licensing, but I think we must remember that you already have a licensing
Provision in another subsection of the act, namely subsection 22, and another
form of licensing in sections 24 and 25; and we are fearful from the experience
We had in 1954 and 1955 of that justification in the future for denying this
Company, or not permitting it to have Canadian outlets for this new cable
Would be justified under this new section 42 (c).

Mr. - HAMmILTON (York West): In other words, those conditions could be’
Made so onerous that you could not comply with them. They could be made
that way?

Mr. CORLETT: Yes.

Mr. NESBITT: You fear possibly that the regulations set out in section 42
Might even go to the extent that they would favour one company as against
another because the conditions under which different companies operate are
Naturally different? :

Mr. CORLETT: In answer to that question that could be the result because
the language of the classes prescribing the duration, terms and conditions
Of licences and the fees for the issue thereof could be construed by the depart-
Ment in that way. L

Mr. NesBITT: They might very well be so drawn up as to favour the
E-O.T.C. as against any other company, and in fact become a discriminatory
Ybe of regulations?

Mr. CorLETT: I would say, theoretically, that is quite possible.

By Mr. Carter:

v Q. I had not quite finished or received the answer I was leading up to.
ou told the committee, Mr. Martin, that in Canada there are six cables on
4nadian soil with a total of nine channels?—A. That is correct.

Q. What is the comparable figure for the United States? Hovy many
Cables ang how many channels?—A. That is the over-all load; that includes
s'e Circuits and the cables at our terminals in the United States. Those
le Cables come from the United States through Nova Scotia and through

®Wfoundland and over to the United Kingdom and we have circuits in them!

Q. You have six cables?—A. That is correct.
it i Q. That is your total?—A. Except that one is no longer operative because

IS old, and after 72 years it just does not serve its purpose.

qu Hon, Mr. MARLER: I would suggest, if the committee hgd ﬁnishgd asking
eEStlons of Mr. Martin, that if there were any other questions which might

% fddr_essed to representatives of Commercial Cable Company, perhaps we
Wd dispose of them, and if not, we might allow representatives of Western

aftlon to make such representations as they may wish to make, and then this
*Thoon we might deal more fully with the bill itself.

Cern-Mr' Hamiuron (York West): There were tv_vo suggest‘ions made con-
o . D8 amendments by Mr. Corlett, and in reading them it would appear

bu,:ne that they would afford protection for the company which he represents,

;appl,that they would not necessarily afford any protection for any other

- leant at g future date. Would it be fair to assume that on my part?

Dosig CorLETT: I would'say yes, and that we were only thinking of tpe

Whe gn of this company, although we assgmed there were other companies

eng €lt that they were in a similar position legally, but they could easily

have their empowering statute added.

' 'Wéé L. BARNETT: In the brief from the Commercial Cable Cqmpax}y reference

2 € at one point to an arrangement with the Canadian Pacific Railway
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Telegraphs. I wondered if the Canadian Pacific Railway Telegraphs have
indicated any desire to make any representations? Have we any representa-
tions from them? :

Hon. Mr. MARLER: No. 1

Mr. BARNETT: In respect to the arrangements made between themselves |
and the Commercial Cable Company? : }'

Hon. Mr. MARLER: Perhaps the secretary of the committee could tell us. i

Mr. BarnETT: I think we should have representations from the Com-
mercial Cable Company in order to understand the viewpoint of the Canadian
Pacific Telegraphs Company in connection with the subject matter of this bill.

Mr. KENNEDY: We have a contract with the Canadian Pacific Railway
Telegraphs for the handling of traffic at the cable head. We carry the inter-
national traffic to the cable head where we turn it over to Canadian Pacific
Railway Telegraphs, and they deliver it at various points in Canada.

In a reverse direction, Canadian Pacific Railway Telegraphs pick up for
us the international traffic and carry it to the cable head. I can say that the
Canadian Pacific Railway Telegraphs are quite willing to carry on with that
contract and they have said so. ;

We have had that traffic agreement with them for the past 72 years, put
beyond that I am sorry that I cannot speak for the Canadian Pacific Railway
Telegraphs.

Mr. LaNGLois: Is it not a fact that the Canadian Pacific Railway Telegraphs
has a similar arrangement with C.O.T.C. for the handling of their traffic?

Mr. KENNEDY: That is correct; and there are three international carriers
operating in and out of Canada. We, the Commercial Cable Company, an
the C.O.T.C. work with the Canadian Pacific Railway Telegraphs, while
Western Union works through the Canadian National Railways Telegraphs
So that to all intents and purposes, the transmission of traffic to the cable
head is handled by the Canadian Pacific Railway from all the carriers, an¢
that means that it is taken over by C.O.T.C. or by Commercial from the

* Canadian Pacific Railway Telegraphs, while Western Union works in con”
nection with the Canadian National Railways Telegraphs.

- v
o Y s d P D :
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By Mr. Batten:

Q. You had agreements with Newfoundland in 1905, 1909, and 19267
A. Yes.

Q. And on the 1st of April, 1949, you weré advised by the Department of
Transport that those agreements would be terminated?—A. That is correct:

Q. Within a period of six months, bringing us up to October 1st?—A. yes:

Q. You were still operating in Newfoundland?—A. That is correct.

Q. Under your old agreement of 1884?—A. No. We were not in New;)
foundland until 1905. When the cable landed in 1884 it did. not touc
Newfoundland; but in 1905 we entered into an agreement with Newfoundla® 4

Q. And you had an agreement with the Canadian government dated 1897
—A. That is correct. i

Q. When your agreements of 1905, 1906 and 1926 were terminated; %?/
then operated in Newfoundland under the terms of your 1884 agreemen®
A. Yes ‘

. 9

Q. Was that the only chance you had, to operate under that old agreemenzo ¥
—A. I might say that after the receipt of this letter we referred the matteiter
our attorney in Montreal and he came to Ottawa and discussed the ma
with the Department of Transport.

|
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The result of the interviews he had was that in the first instance he said
that the Department of Transport was not aware that we had permission under
our 1884 agreement to do business in Canada, but once they realized that we
had that 1884 charter, they said: “You can go ahead and do business in
Newfoundland on the basis of your 1884 charter”. :

Q. Do you feel that any of the rights conferred on you through your
agreement with Newfoundland were in any way decreased by having to operate
In Newfoundland under your 1884 agreement?—A. I believe hat perhaps Mr.
Corlett might answer your question. I do not know the terms of that agreement.

Mr. Lancgrois: Notice of cancellation was given in respect of the 1922
agreement only.

The Witness: That is correct. But under its terms we were told that we
could not do business in Newfoundland any longer. And when we referred the
Mmatter to our attorney, it was then that we discovered that we had this 1884
Charter which would permit us to do business in Newfoundland, since New-
f‘Jllndla_nd was not part of Canada.

Mr. HenpeErson: May I add a word with respect to the agreements in
Nveoundland. The 1905, 1909 and 1926 agreements were for the landing of
Cables. The 1905 agreement also covered traffic handling. There was a later
dgreement executed with the Newfoundland government, and then the 1922
a8reement came about, that traffic agreement, the other agreement was cancelled

Y the Department of Transport under clause 18. But as I recall it, we have
Bever received any advice that the contracts of 1905, 1909 and 1926 were
Cancelled. Those contracts, the 1909 and 1926 contracts, gave us the right to
and one cable and any cable thereafter without any proviso other than of the
84 proviso.
- We had an agreement with the Provincial Telegraph System in Newfoundland
und'EI‘ our 1922 agreement for handling traffic to and from Newfoundland over
; €Ir lines; and as I said yesterday, when that agreement was cancelled, then
D order to be able to handle local traffic between Newfoundland and Canada
€ executed an agreement with the Canadian Pacific Railway Telegraphs to
€ their agent in Canada for the handling of that traffic in St. John’s and for
th: handling of that traffic and we continued to handle international traffic
feafter under the 1884 Canadian charter.

By Mr. Batten:
effec?‘. Do you feel that your agreements of 1905, 1909 and 1926 are still
Ive?—A. That is right.
Mr. Barren: Thank you.
ang rf;le CHatRMAN: Is it the wish of the-committee to hear from Western Union
€n to ask questions of the Commercial Cable Company?

By Mr. Bell:

- I have one question to ask of Mr. Martin. In the light of new research
°ut§a2pment’ do you think that in the future this coaxial cable might become
or irned?-A. That is a very difficult question indeed. We are always looking
of g .prOVements in the communications field, but as I see it today we know

IMprovements that we could put in beyond the proposed coaxial cable.
the r Wha}t about these new inventions with respect to meteor rockets for
l'egislaansmlssion of messages? You would need an entirely new type of

tion to deal with them than what we have here?—A. I assume so.
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By Mr. Hamilton (York West):

Q. Just a minute ago you mentioned that the Commercial Cable Company
worked with the Canadian Pacific Railway Telegraphs while the Canadian
National Railway Telegraphs worked with the Western Union?—A. Yes.

Q. Does Western Union have its own cable laid across the Atlantic?—A.
Yes, they have their own cable. |

Q. But it is C.O.T.C. that they deal with?—A. And also the Canadian 1
Pacific Railway Telegraphs; Commercial Cable Company deals with Canadian
Pacific Telegraphs, and the Western Union deals exclusively with the Canadian
National Railway Telegraphs, so you have two international carriers. |

The CHAIRMAN: We shall now hear from Western Union. .

|
Mr. Alastair MacpoNALD, Q.C. (Counsel for Western Union Telegraph !
Company): Mr. Chairman, Mr. Minister and hon. members: I am appearing ff
today as counsel for Western Union Telegraph Company. I am not in the =
communication field myself. I am a local lawyer here in Ottawa, but I am &
fortunate in having with me Mr. Robert Levett of New York, who is assistant
general counsel for Western Union. |
I was going to ask, Mr. Chairman, if I could have distributed a short
statement in the form of a letter which I wrote to the minister on June 5, and 4
which I would like to read. You may call it a brief for sake of a better term-
Have I permission to have is distributed?

The CHAIRMAN: Is it the wish of the committee? ]
{
i
4

Agreed.
Mr. MacpoNALD: If it suits your pleasure, I think Mr. Levett would like
to say a few words before I read the brief.

Mr. Robert Leveit, Counsel, Western Union Telegraph Company New Yorks
called: :

The WiTNEsSs: Mr. Chairman, Mr. Minister and hon. members: sitting at
the far side of this room today, and being about in a similar position yesterdaY'
I was made acutely aware of the problem of acoustics, so that if there is aB
difficulty in hearing what I have to say, then any indication of that fact wo
be appreciated by me.

Coming here, as I have come, from New York I am the last one in th€ =
world to allow willingly anything I have to say to be lost in the never-neve:
land of the atmosphere, so please do not hesitate to indicate the fact if I am not
being heard.

The purpose of my remarks—TI shall be perfectly frank—if obviously fixs?
of all that we really approach things in this way that I think our presen’catl
is such that it lends itself somewhat to a complete reading, so my remar
made at this time to you, using up the few moments before the recess, 3
that I come here with Mr. Macdonald complete and in the round. The secoB®
and basic purpose of them is this: our statement was prepared well in advan :
of the meeting yesterday. In fact, my remarks were forwarded to the mini$
with a short supplementary statement which was likewise prepared
days ago.

Mr. Macdonald and I both feel that we owe it to you in return for ﬂ:s
courtesy of this hearing, and we owe it to the minister in return for o'
courtesy, and we are very grateful for his recommendmg that this matter C°
to the committee.

We shall dish out something that is fresh and up to date rather than & .
statement prepared as if what happened yesterday and today did not happeﬂf“
or, in a word, we wish to say that what was said yesterday and todaY
been of tremendous help to us and to Western Union in general. To the €*

RN W
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Possible, we wish to incorporate in our statement what we have learned from
listening to what has happened, and to give you the statement as something
that is up to the moment. Before the hearing yesterday we entertained certain
fears and doubts and, in some respects, frankly, some of those fears and doubts
have been removed.
. We hope to indicate specifically just what we have in mind. We are
definitely enlightened by what we have heard here with respect to the connec-
'. t_iOn, ‘or lack of it, between the present statutory 22 relating to the landing
(R licences or permits and the purposes of Part IV. Before coming to the hearing
We were somewhat in the dark with reference to the governor in council.
For decades we have made applications and have lived under 22, and the
Eqvel‘nor in council has received and actually sought application of this sort
With respect to landing licences which—if I may be permitted to use parenthe-
s1~°>.~is an outlet because when the submerged cable emerges and touches your
30}1 it is in that sense an outlet. The governor in council is empowered,
; Within his discretion, to act on the application on the basis of “the public
2 800d”. That is mightly broad language. And having acted, it seemed to us,
it that that resulted in the establishment of reasonable and proper, but certainly
- Not substantive, terms and conditions with a result that when theg application
o In question—either the 1880, the 1899 or at the present time—was granted,
€ applicant went home feeling that he knew what he had received and he
_ Would then As a matter of business judgment or commonsense or technical
nowledge—Ilook at it any way you wish, from the point of view of an engineer,
i 2 designer, a businessman, a technician, a lawyer or anybody else—know
B! Ubon what footing the cable would be established once it was physically
o Stablished. I say that that has a compensation which up to this moment
8 Temains intact and unaltered by anything before this committee.

These remarks are purely extemporary. I am telling you of the sum
:nd Substance of our reaction. The confusion came in a bill that intended
. 5 gl'Ve the governor apparently the same authority and then issues further
v ;’ondltions. I left out a word—*“substantive” conditions. Those, I suppose,
‘ o ould have related to the original application; but there is another word-—
& t(?iOC_edural” conditions. I do not want to use the words of a member. I prefer
Es hl.nk in terms of an auto licence. It would seem clear to us, at this moment,
i g .lt is not intended by the new Part IV—or if you strike out “governor”
§ 0d insert “Department of Transport’” or “Prime Minister”, or any of them—-

At the same authority should be enacted twice on the same thing, and now
in: €Xplanation is clear that he who applies for authority or permission, for
rec ance, to land on Canadian soil will, at the time he receives the answer, also

nEIVe tlhe substantive terms and conditions, meaning the busim?ss, financial
that englngering conditions, and the legal conditions, I suppose, in thg sense
tWen € will have to establish land at such and such a place and pick up

ty acres if he can get the local owner to sell, or you may have crown
are 9T public land. That is a factor. And, in that single-shot result, you

D business,
the fh?-'new bill, however, contemplates that hereafter when the use of
Whe, acility—and I am not a telegraph man, but I am close enou‘gh. to those
equj are to understand by facility that we mean a conductor as distinet from
laterpment. That is something which you geqtlemen may wa.nt to go into
anq ON. We have been talking about the coax1gl cable which is a conductor
the Wltl_l that they are able to increase capacity. Also, you may achieve,

In different degree, the same thing by diddling around with new
that ent. It may be, technically, if one is getting to the control of traffic,

You have a broader area technically than one may think.

Cablq ;‘:u can take a conductor, be it a coaxial or a loaded gable—and loaded
e 's not used in the vernacular, but simply means a coating which enables
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it to be used more efficiently. Once that has been authorized under the
primary authority of 22 and this bill, then somebody will take a look at the
use of the conductor. ‘As I say, that has been cleared up in our minds. 22 and
Part IV are not inconsistent with each other. They are not intended to
duplicate. The question in my mind remains then, what precisely is the
scope, to the extent that the new Part IV establishes procedural requirements
to keep track of what has been authorized? Of course, as the use of a cable
expands, of course one must keep track of the use of that very important
medium of communication. How? By recording and, roughly speaking,
fingerprinting, tabulating and clerical procedure. If that is what is intendecd
by it—and certainly that is a fair inference in part—what becomes of the
Dominion Bureau of Statistics? Again, I am not arguing. I am trying to
keep my voice high enough that you may hear. These are really questions
which disturb me. I am not necessarily implying that I think these results
are good or bad. I do not have here a technical staff and I want to make
this clear that Mr. Macdonald and I are here because we feel that this is
essentially a legal inquiry here, and I was somewhat pleased when I heaid
one honourable member bring up the question of hearing some of the repre-
sentatives from the Department of Justice or the Attorney General’s depart-
ment. I think that we have, basically, here a question of law. You think
in terms of what results will come from the language which you adopt. Thereé
is no question about your authority to adopt it and we say what is your intent
if you do this. Does that not come down to a matter of draftmanship and 1aw
basically? Because of that I do not have our technical men here. They are
available to the committee @and to the minister. As a matter of fact, we had
a few weeks ago a technical inquiry about the capacity of our cable, the
number of channels, and it is incorporated in our statement. Will the¢
honourable members spare Mr. Macdonald and myself the embarrassment
of any technical questions except in the broad sense as to what you 25
ordinary men and lawyers would be expected to retain in your mind on this?
To that extent, we are prepared to answer. If you do not want to go beyOl'ld
that, I see no reason for technical help here.

To conclude, we thought in terms of asking this committee what is the
intent; and as far as I can see we are not only bound to accept your intentio®
but we are also bound to learn it. Our statement boils itself down to Ou*
concept of the facts about our operations which we think may be helpft
to you. If you need any more facts we will obtain them for you. We pos©

certain questions which now worry us. We hope, in the course of the hearings

that these questions will either be answered or that there will be som®
clarity. Then we finish with some suggestions and they are “if” suggestioﬂs'
We say, “if you intend such and such a result, would you be good enough
take the broad language”. We are not saying that it is bad language
we suggest that you should put in a provisio or something that will speciﬁcal]y
make the language say what you mean. To put it another way, what 'we
are suggesting, or attempting to suggest, is that you insert provisios whit
may meet some of the ‘“if’s”.

If you intend, for example, that this was to be prospective—we note
Hansard a statement of the minister that he was not finding fault with
cable companies as they had run their business so far. And with the Cablef
as they now exist, we tell you that Western Union does not use coaxial cable®
we do not use voice bands; and we contemplate no such use in the forese€d
future.

So, therefore, if you do not intend to bother about the situation as i
now, can you put in a little proviso that will say “prospectively”? -

in

¢ exis?®
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To put it in another way, if you are talking about coaxial cables, should
you not say so? If Western Union, which is basically a through international
cable system, and which touches your soil only because at the time when it
did lay the cable the art was in such a state that we had physically to touch
your soil, and basically we are a free international cable system, and you do
not intend to license or control, or otherwise impose control upon free
International cable systems, should you not say so?

I will not say any more, because I would be repeating what is in the
statement. Let me sit down leaving this thought: apparently—I could be
Wwrong—there is blur line instead of a line of demarkation between an applica-
tion by commercial cable, which I have never seen, but which we have heard
about, filed with the minister under section 22, as to which there is some sort
of dispute,—and that is most obvious,—and an amendment which is being
requested to serve a purpose, which obviously goes beyond section 22. Now,
it looks as though we may have apples and oranges here, and maybe there
IS a mixture, intended or unintended.

But, be that as it may, I sit down with this thought: when you hear the
Statement of Western Union, which will be read by Mr. Macdonald, and when
You question us, I will be available to deal with questions on Mr. Macdonald’s
Statement or any further questions. For example, I hear something asked as
to how domestic business is handled? I am sure this is done just as the minister

“Would like to have it handled, over Canadian facilities through C.N.T. We

do not have any Canadian outlets, as such, and the contract is a short-term
Contract expiring in 1959.

So, as far as that is concerned, if Western Union has no problems about
the domestic business—that is, messages originating, or destined for Canadian
S0il—the problem lies between Western Union and the C.N.T., as it should, as
& matter of contract.

I say, those and other questions will be dealt with. But, as I sit down, will
you please bear in mind that we have made no application by anyone, of any
) nd nohow, or nowhere. Now, is that clear to the extent that your record
IS an argument, that is good. The proof of law, the differences of discussions,
Questions and answers, call it what you will, about some application of com-
Mercig] cable, or anybody else, that “ain’t” us, to use the vernacular. “So, when
You listen to our statement, and when, as we hope, get some light on our bill,

hope it is in the light of that fact.

The CuarRMAN: The committee is adjourned until 3 o’clock.

AFTERNOON SESSION

THURSDAY, July 12, 1956.

The CHAIRMAN: Gentlemen, we have a quorum.

Mr. Alastair Macdonuld Q.C., Counsel, Western Union Telegraph Company,
called:

9 The WirnESS: Thank you, Mr Chairman. If I might, I would like to read

letter of June 5th, 1956, which I sent to the Minister of Transport on behalf

estern Union Telegraph Company. It is not too long, and I will read it
Arly fast.” I hope I am speaking loudly enough.
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Honourable George C. Marler,
Minister of Transport,
Ottawa, Ontario.

Dear Mr. Marler:

Western Union Telegraph Company has asked me to make the following
statement which we hope will be useful to you or to the appropriate com-
mittees.

The statement is largely factual and not technical but the company stands
ready at all times to furnish such other factual and technical information as
you may require. .

At the outset, may I state that Western Union feels that the language of
the pending bill appears to be plenary and enabling in nature and is so broad
that if enacted could establish the means through its licensing power to obstruct,
and even destroy, the present lawful international telegraph operations of
Western Union; and, in fact, such power could be used to effect a confiscation
of Western Union’s existing contract rights and legislative grants, thus, addi-
tionally, rendering valueless all plant, equipment and other assets validly
established in Canada under applicable law stretching back over decades.

Now, I would like to depart from the text just for a moment to apologize
for having spoken of confiscation. It never occurred to me that this govern-
ment, or any government of Canada would confiscate the property of a subject.
I know that that is not done. I just point out in the “whereases” that the
language was so broad that it was capable of that. But, I really apologize for
having used the word “confiscation”. I do not think the minister thought for
a moment that I meant that.

Hon. Mr. MARLER (Minister of Transport): I did not take any offence, Mr.
Macdonald, I can assure you of that.

The WITNESS: I wish to make it clear that it would appear to us that the
present governmental authorities are acting in good faith and are simply
seeking an enactment which in their view and to them seems desirable. How-
ever, the language itself is so broad and general in nature as to go far beyond
any reasonable purposes and, in our view, the proposed amendment assumeS
the nature of cancellation of existing legislative and private agreements as wel
as the establishment of a direct threat to fair and competitive telegraph oper-
ations in the field of international communications, both with respect to
business originating in or destined for Canada as well as through internation
traffic which merely touches Canadian soil for relay purposes.

I believe it may be helpful to give a brief outline of the nature of Western
Union’s operations in the field of international telegraph communications and
the following should serve that purpose.

The Western Union Telegraph Company operates a north Atlantic sub-
marine cable system consisting of ten trans-Atlantic cables, connecting the
United States and the United Kingdom and the Azores:; of which five aré
owned by Western Union and five are leased from Anglo-American TelegrapP”
Company. I shall describe the nature of this lease more fully later in this
statement. Here again, may I state that it is my purpose to describe later n
this statement the legislative authority for all Canadian cable landings, it belng_
my present intention to give you a description of the cable system as it nOW
exists, and then to go into the applicable legal questions.

Of these ten trans-Atlantic cables comprising the Western Union cable
system, one entirely by-passes Canadian soil and links New York with t
Azores. Of the remaining nine trans-Atlantic cables, four are landed in NeW”
foundland at Hearts Content, and five are landed in Newfoundland at Bay
Roberts. 5
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These nine trans-Atlantic cables landed on Canadian soil are linked with
a total of eight so-called “feeder” cables. Two of these “feeder” cables link the
Cable landings with the United States by means of submarine cables touching
No other Canadian landings and making the first landing at Rockaway Beach,
LOng Island, thence proceeding overland to New York City. The remaining six
feeder cables enter the Canadian mainland via Nova Scotia, five of which
Proceed overland to the American border, entering the state of Maine, at
anceboro, and thence down to New York City, and one of which extends
from North Sydney to Canso and thence by submarine cable to Duxbury,
assachusetts, from which point it proceeds to New York.

More specifically, the following should serve to explain the location and
Unctions of the nine trans-Atlantic cables landed on Canadian soil. Four of
hese cables were landed at Valentia, Ireland (in the years 1872, 1874, 1880 and
1894, respectively) and these four emerge on the coast of Newfoundland at

€arts Content, where Western Union maintains a one-storey building con-
Alning amplifiers, relays and repeaters. All east or west-bound through inter-
Bational traffic comes from or proceeds to New York from this landing via the
'eeder” cables which link the landing to the Canadian mainland and, as pre-
Viously stated, proceed overland to enter the United States at the border at the
State of Maine. These four trans-Atlantic cables are what is known as simplex
oF directional cables and may be used either for east or west-bound traffic
but not both ways simultaneously.

Four more of these trans-Atlantic cables, which by the way are similarly
sl.mplex operated, were landed in the United Kingdom at Pensance, England
t(}lln the years 1881, 1882, 1910 and 1926 respectively). All four emerge on
be' Coast of Newfoundland at Bay Roberts where there is a two-storey brick

Ullding constituting the cable station, containing amplifiers, relays, repeaters
' related equipment. International through traffic on these four cables
aSs‘ to and from New York via this cable station either by way of the sub-
C.arlne cable feeders running to Rockaway Beach, Long Island, or over the
“hada mainland through the same overland feeders, which I have previously
seribeq as crossing the border at the state of Maine and proceeding down
New York City.
Ay T}}ere remains but one more cable comprising the total of nine trans-
antic cables and this one was landed in the Azores in 1928 and emerges
2y Roberts, Newfoundland. This is what is know as a duplex cable,
€ capable of handling east-west-bound traffic simultaneously; and, from
Viay Oberts, traffic also enters the Canadian mainland and reaches New York
the overland feeders, previously described.

the On May 24th our department asked for certain informatipn regaxjding

s Peed and capacity of our cables. The information was furnished quickly

WeStlt Is our thought that it might be useful to repeat the information here.
€™ Union has the following non-loaded cables:

nglo‘qanadian 1873—1800 L.P.M., 300 W.P.M., 6 channels, 50 words per
channel.

1874—same capacity.

1880—not in operation as impossible to replace in deep sea
area.

1894—same capacity.

1910—Same capacity.

1881—900 L.P.M., 150 W.P.M., 3 channels, 50 words per
channel.

1882—1200 L.P.M., 200 W.P.M., 4 channels, 50 words per
channel.

Qin

W
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Western Union also has two loaded cables:
] 1926—2400 L.P.M., 400 W.P.M., 8 channels, 50 words per
channel.
1928—1800 L.P.M., 300 W.P.M., 6 channels, 50 words per
channel.

Incidentally, Western Union knows the 1881 'and 1882 cables as 1913 and
1915 respectively.

That is because there have been some repairs.

The 1910 Anglo cable was actually laid by Western Union, but is now
leased by Western Union from Anglo. ; —

All Anglo cables are simplex—there is no duplex cable, except the Azores
cable of 1928.

I hope that the foregoing will suffice to furnish a picture of the Western
Union ' through international cable system. In short, this system constitutes
a means of linking by telegraphic cables New York City in the U.S.A. (in-
cluding all overland points which in turn may be linked with New York
City), on the one hand, with the two landings within the United Kingdom
and Ireland, respectively, and the landing in Portuguese territory of the
Azores (including all points which in turn may be linked with any of thesé
landings on the eastern side of the Atlantic). I believe it is not necessary
to go into the various agreements by means of which traffic moves out: into
what is known as the hinterlands, being the territory beyond New York on
the western side of the Atlantic, or the hinterlands beyond the United Kingdom
and the Azores on the eastern side of the Atlantic. Suffice it to say that such
movement of traffic does occur by virtue of agreements between various
companies.

I should like now similarly to describe a second aspect of the Wester?
Union cable system as it concerns Canada, namely, the nature of the faciliti€®
for the handling of -international traffic destined for or originating in Canada
iteelf when such traffic enters or leaves the Western Union cable system
without passage through New York City.

Normally, such Canadian traffic would be routed via the station at Hear!s
Content, Newfoundland and over a link with the mainland at Lloyd’s Cove
Nova Scotia, where, at North Sydney, the company operates a cable statiof
The link between this station and Hearts Content is established by feeder
cables, either owned by Western Union or leased by Western Union from
Anglo-American; but the westerly link of the North Sydney station is tha
established by agreements between Western Union and the Canadian Natio™
Telegraph Company, resulting in utilization of C.N.T. overland lines linki?
this North Sydney station with the Anglo-American office at Montreal and t
C.N.T. terminal at Toronto.

Western Union by lease agreement operates the Anglo-American offic

at Montreal and to that extent any traffic destined for or received 3
Montreal would be delivered or picked up by Anglo-American in the Montr® ¢

office. But any traffic relayed by the Anglo-American office at Montreal, t by

ig, non-local traffic would continue to be handled over C.N.T. lines an
C.N.T. personnel.

1Yy
At Toronto the traffic remains entirely in the hands of the C.N.T. In Otg;
words, Toronto-bound international traffic, for all practical purposes, ced it

to be in the hands of Western Union when it leaves North Sydney for

then has entered on the lines of C.N.T. and emerges at the C.N.T. term
but we should note a single exception to this statement, namely, that g 10

traffic does pass through the Anglo-American repeater in Montreal an cflr-"

that extent Western Union, as the lessee of Anglo-American, maintains
repeaters.

ik
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This explanation of the nature of the handling of Canadian traffic over
C.N.T. lines completes my description of what may be termed “The Western
Union International Cable System”. You may be interested in knowing about
Some of the statistics relating to the Western Union cable system as it involves
Canada. Western Union’s total outlay in Canada on an annual basis amounts
to about $1,800,000 and this breaks down into payrolls at an annual rate of
$1,100,000 (inclusive of $560,000 for our two cable ships) and nearly $700,000
Covering expenses of all kinds, inclusive of taxes and supplies for the two cable
ships based at Halifax. About 275 people find employment as a result.

Western Union’s gross revenue derived from Canadian international traffic
Over its ocean cables accounts for a very small percentage of the total revenues
Collected by the Western Union cable system which is essentially engaged in

andling international traffic between New York and points abroad.

Western Union pays income taxes to the dominion Government of Canada
and this approximated $34,000 for the year 1955: additionally, is paid nearly
‘3,000 in income taxes to the province of Quebec. Property taxes covering
Installations ‘at Halifax, Canso, North Sydney and Montreal as well as a pole

Ne in the Maritime Provinces plus small sums for sales and use taxes
4pproximate $35,000 annually.

Western Union has a considerable property investment in Canada; the
8ross value is approximately $4,000,000 inclusive of very nearly $500,000 for

s caple ships. This sum includes $750,000 for buildings and land; $1,100,000

Or equipment; and $1,700,000 for pole lines and underground cable.
Finally, I should like to touch upon the legal situation with respect to the
above described operations of Western Union within Canada. I feel that it is
Ohecessary to go into technical details and therefore I shall simply make
eference to an agreement entered into between the Government of New-
Oundland and Western Union under date of March 11, 1911, which was duly
C"nﬁrmed by legislative enactment passed March 29, 1911 (Citation—George V.
AP, 8). The following is numbered paragraph 1 thereof:

1. The government agrees to grant to the company the right to land
any of its through cables at Newfoundland on terms and conditions as
favorable to the company as those under which any other cables, present
or future, are granted landing rights and privileges by the government of
Newfoundland (save and except any special privileges now enjoyed by
the Anglo-American Telegraph Company, inclusive of the right of said
Anglo-American Telegraph Company to compete with the government
Telegraph system), it being understood and agreed that the Company
shall not compete with the government for traffic, nor transmit nor
Teceive business from or to Newfoundland; provided that nothing herein
Contained shall prevent the transfer or exchange of through traffic by
the company to, from or with any other cable or telegraph company.

SIn addition to the usual formal terms relating to grants of this nature, it
the SPecified that the company was to pay annually on the 30th day of June
to aSum 9f $4,000 in respect of every telegraph cab_le landed unfier the ngant
fuuymaxunum of $20,000 for such annual charges. W(_astern_ Umqn has. fal'Fh-
8rang Performed all of the terms and conditions spec1ﬁ_ed in this legislative
Uhion etween the date of its enactment and the present tm}e. In fact, Western
Paiq A On behalf of its cable landings (both Western Union and Anglo) ha;
it € maximum amount’ of $40,000 annually through the year 1948, until
Neys Served with a written notice from the Deputy Minister of Finance for
Agre Sundlang to the effect that as a result of the signing of the “Tax Rental
8ove Ment hetween the provincial government of Newfoundland and the
""ith Qment of Canada”, neither this company nor any othgr cable company

770;:318 landings within Newfoundland would be required to make the
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preseribed statutory payments during the life of the Tax Rental Agreement.
I understand that the Tax Rental Agreement is currently in effect and that is
the only reason why Western Union is not now making such payments; but,
of course, the payments become mandatory, as stated, upon the termination of
such Tax Rental Agreement.

The cables laid in the years 1910 and 1926 were landed at Bay Roberts,
Newfoundland, pursuant to the statutory authorization of the Newfoundland
legislature. The cables originally laid in 1881 and 1882 and originally landed
at Canso, Nova Scotia, subsequently were re-routed (1913 and 1915, respec-
tively) to land at Bay Roberts, Newfoundland, pursuant to this enactment of
the Newfoundland legislature. The same was true of the landing in Bay Roberts
of the 1928 cable linking the Azores. In addition, all the Western Union owned
feeders were landed by virtue of the same legislative enactment.

The four cables landed at Hearts Content, Newfoundland, were originally
laid by the Anglo-American Telegraph Company, which in turn received its
landing rights from the New York, Newfoundland and London . Telegraph
Company; and the latter obtained its franchise, rights and privileges by virtue
of an Act of Incorporation passed by the Newfoundland legislature April 15,
1854 (17 Vic., Cap. 2.); amended (20 Vic. Cap 1. (March 3, 1857)). Western
Union operates these cables by virtue of an agreement with the Anglo-American
Telegraph Company, dated March 1, 1912, and expiring April 1, 2010. In
addition, this agreement authorizes Western Union to operate certain feeder -
cables which are owned by the Anglo-American Telegraph Company. The
feeder cables touching Nova Scotia were landed under franchise rights granted
by the Nova Scotia legislature by Act passed March 31, 1851. (14 Vic., Cap. 17)
to the Nova Scotia Electric Telegraph Company. Western Union duly acquired
such rights and property by agreement executed in the year 1872.

It seems perfectly clear that all Western Union operated landings OB
Canadian soil were duly authorized and licensed either by direct legislative
authority or by valid agreements with other cable or telegraph companiés
which in turn possessed legislative authorization. In each instance, necessary
property rights on Canadian soil were duly acquired and each cable-head was
established in strict accord with applicable terms and conditions. The curre
operation is likewise fully in accord with charter and contract terms ap
conditions.

We trust that the parliament will not by legislative enactment either
alter or rescind solemn terms and conditions established by legislative ar
private agreements going back as far as the year 1854. These agreements wer¢
made in the public interest and resulted in the establishment of an internations
cable system; and the public interest would seem to require that this gre2
cable system remain in operation, particularly in view of present WOI'ld
conditions.

In conclusion, I wish to put a number of rhetorical questions which in
our view are reasonable under the circumstances, namely:

1. What statutory “license” should now be required with resP
to Western Union cable-heads and the various components of t
Western Union feeder cables?

ect
he

2. What “regulations” are reasonably required with respect tg
formal agreements and legislative grants in existence for decades un
the terms of which Western Union, on the one hand, and the private e
public parties in interest, on the other, have freely and mutually estd
lished their own applicable terms and conditions?

3. Would not the proposed amendment be in the nature of o e
ex post facto law? ‘j
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4. Would not governmental licensing and regulations in fact result
in the rescission, modification or elimination of terms and conditions
established in good faith for the installation and operation of the Western
Union cable system?

- It is our view that the Western Union cable system has been lawfully
Sstablished, lawfully operated and has resulted in fair and efficient handling of
lr_‘tGI‘nationaxl telegraph traffic. The Western Union cable system poses no threat
Cither to private or governmental telegraph agencies. Its system is available
10 those who need it and who wish to contract for it.

.~ Under the circumstances, we can think of no reasonable basis for injecting
Cither further governmental licensing or further governmental regulating of

€ Western Union cable system into the present operating and legal structure
.€reof. We know of no problems or abuses with respect to the Western Union
Mternational traffic operations which call for governmental interference of any

€8ree. Since we are both licensed and regulated in fact by virtue of the
SPecial Jegislative authority and the specific contractual terms relating to our
le system, we consider that Bill 212 if enacted would enable the govern-
Ment to impose onerous conditions applicable to international cable operations,
1 d_il”ect contravention of Western Union’s special and specific legislative
ading authorizations.
o The trans-Atlantic cable system of Western Union does not include either
tolce bands or coaxial cable; and the company has no plans with respect to
trese modes of traffic handling in the foreseeable future. The Western Union

Ans-Atlantic cable system utilizes single conductor cables passing low fre-
%‘iency (up to 100 cycles per second) (multiplex code) telegraph signals.
N nes?ticables basically are those originally laid and kept in repair and operating

on.

3 Western Union no longer transacts wire-telegraph business in Canada.
th only offices (other than relay stations) maintained in Canada consist of
l°0al Nglo-American office at Montreal which I have described as handling
at 1\fIOntre:ad international traffic (page 4 of this statement) the cable depot

alifax, Nova Scotia, and a sales office at Toronto, Ontario.
estern Union has contracts in effect for the transmission of cablegrams
Raﬂ‘;ﬁada with the Canadian National Telegraphs and the Canadian Pacific
: ay Company, the latter covering traffic exchanged at the border only.

of 3 ostern Union does not have in contemplation any increase in the number
Staﬁs Present geographic locations within Canadian territory (that is, its cable

op d0ns or gateways) for the handling of international traffic originating in

€stined for Canada.
elltireccordingly, we urge either the elimination of the amendment in its
Y or a specific exemption which would render the amendment inapplic~
leasEso the Western Union cable system, including its landings ad applicable
Originaf_nd agreements with respect to the handling of international traffic
g in or destined for Canadian soil.
behalf €sire to thank you for this opportunity to present this statement on
of Western Union.

Stagen LeVett, if you will hear him, would like to read a short supplementary
t N )

Mr, Robert Levett, Counsel, Western Union Telegraph Company, called:

sDeaEihe WITNEss: Mr. Chairman, the first two or three paragraphs, generally

remarf{‘ §; duplicate one or two of the principles which I outlined in the prefatory

amrnlat" But in the course of the statement itself we supply more or less an
™ “’eianswer, and to that extent I would like to read it as written.
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This document we have captioned, “Supplementary memorandum sub-
mitted on behalf of Western Union Telegraph Company.”

The company became concerned about the broad language used in the
amending act, which contains a prohibition against the construction, alteration,
maintenance or operation of any cable or facility, except under license, and
with nothing in the regulations to state or define the terms upon which licenses
are to be granted and leaving all provisions of the licenses within the dis-
cretion of the governor-in-council.

The company does not consider that it should comment on a matter of @
domestic nature in the Dominion of Canada, nor on principles or related matters
within the powers of the minister.

Or, I might add, of you gentlemen.

The company feels, however, that if the language of Bill 212 is so proad
as to appear inconsistent with the purposes of the bill, that the language of the
bill should be modified to conform with the purposes.

May I interpolate this explanation? I am informed by our counsel, M
Macdonald who says that the real statutory interpretation here is similar t0
our own, namely: a statute is interpreted within the four corners of its ow®
language. Therefore, legislators have what I like to consider a sort of awfl
responsibility, that, to be trite, their words say what they mean, and mean wha
they say, but I think that is a good way to state it.

That being so, of what avail is there in understandings within the walls
of the committee room, between legislators, between company officials, the
minister, his staff, and all concerned when in the last analysis the woOr ,S
enacted must speak for themselves? I feel, speaking personally, that there 1
enough trouble in the courts. Forgetting the courts for the moment, becausé
generally speaking, we ought to expect reasonable differences between reasor’
able men, which differences arise from reasonable misunderstandings, if
might use those terms. That, today, is the real trouble. It is difficult to usé
words that would protect one against a man who attacks in bad faith. So, I say
one must look at language from the point of view of good men sitting down 3
good faith trying to understand it. I say, it would be a pity that there shoul
be differences, trouble, litigation, and misunderstanding because of languds
-which  language alone caused the differences. So, at least the purposes
language here, in this nature, should be to eliminate the things which are n'n
the subject of discontent, or dissension. All we are saying here is that ;le
heaven’s name, let us at least eliminate all the things to which it is clear t
language is not intended to apply. et

" Officials of the company have read with interest the remarks of the rninls;ﬁ,
as contained in the House of Commons debates of the 3rd of July, “*%,
particularly at pages 5615 and 5616. The minister first stated that priof °
the introduction of co-axial cable the old submarine cables had obtain€ e
total speed of 500 words per minute, and he added that if the change 1 g€
capacity of a cable were to remain within that range there might not be ca 1l
for great concern or for legislative action, but that the development of cO~*%y¢
cables had changed the whole situation and he gave the illustration tha oty
new Trans-Atlantic Telephone Cable will have a capacity equal to about the
times the capacity of all existing Trans-Atlantic cables. He then said thathole
introduction of the co-axial cable has completely revolutionized the w ces

picture of trans-oceanic communications and said that in those circumst? the

the honourable members would appreciate the necessity of amending ight
Telegraphs Act in order to meet the situation. He also said that there n;l,ugh
be no objection whatever to granting permission for a cable to carry ns
traffic, while there might be very real and valid objections to the prov yire”
of facilities additional to those already established, to meet Canadian I'€

ments.
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The Western Union Telegraph Company’s cables have a speed of less than
500 words per minute; they have no co-axial cables and no plans for laying
them; and their domestic traffic within Canada is over the leased wires of
Canadian National Telegraph Co.,—

Let me interpolate in answer to a question that was raised earlier. So
far as I understand it, our C.N.T. general contract expires October 1st, 1959—
and they feel that their existing facilities should be exempt from the wide
language of Bill 212.

_ The company feels that the language is so broad that it is inconsistent
With the purposes which the minister has stated he has in mind, and the
company suggests the addition of the following language to the bill:

Now, here is really the purpose of these additional remarks: we suggest
that if any of these numbered provisions, which are really exceptions, meet
W}}at the minister, or what parliament or what the sovereign has in mind,
Using ejther of those words, we have no pride of authorship. Or to put it
Nother way, the language as written certainly would not mean any of the
thmgs I am about to cover a proviso. As written they would not. Therefore,
* €re must be an obligation, if it is intended to-achieve any of these results,
® say so. Now, I say, no pride in authorship, but just a suggestion.
the ﬁxll’lld this is a direct quote that we think these words could be added to

l: "
an L l?rovided, however, that all existing cables and related installations
biyy e(lmp_ment shall be deemed to be licensed within the terms of the amending

by virtue of existing grants, authorizations and franchises.

. Now, one word of explanation; in other words the proposed bill would
= effective prospectively, only. Now, I do not want to trespass on the limited
iy ‘:: bqt it may forestall some questions if I just add this one thing: if anyone

Orried about the co-axial cable—and we are not saying they should, or

Shy
°n2;1elt(i not be—but if anyone is worried about what would happen if further
S

were opened in Canada—ditto.
whylttis not for us to say Whether i_t is or is not a_ma.tter of serious concern.
Qablesvalk about the necessity of licences, agthorlzgtlons a}nd frapchlses of
% nct' If T may be allowed to p}lt a rather sxmpI.e illustration, which I hope
e out of place, my first reaction when I read it was that we can assume
thi), rple who have been married for 50 or 60 years and who have grand-
®n and ever great grandchildren; they were married in a civil service

"‘De:;{en as in a religious service and they have their original charter, so to

nuthg‘;‘:_ Suppose the registrar of vital statistics or somebody from the local
thig un'les should come around and say that they wished now to licence
Gyy on? They might say, well, in other words, that is like having another
Afte, Ceremony. There is a custom in some cases of having a remarriage
but 0 or 75 years. So far as that is concerned, it is just a matter of choice;
Wonder however if it should be made a matter of law!
Wep, h_e analogy may be said to be crude and it is admittedly crude. We
bht . “lCengeq, authorized, franchised and chartered in our original landings,
at all? Oh no, that- was only the civil ceremony.
this € then proceeded, and in every instance here, Western Union did it
1‘eqmray: With the appropriate authority and these forms of procedure and
thyy SMents of 1922, and we went through the second step of pointing out

‘311:1 wee Were authorized to land, and that we now contemplated landing,
L ey

) ngsDeCiﬁed the terms of the technical distribution, and we got the second

»
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So you might say that the legislative enactment by the colony of New-
foundland was really the religious marriage ceremony, because I have seen the
written agreement and I have seen the original instrument which authorized
the landings, and then we went to the legislature of Newfoundland and they
ratified it, and that was the original and total ceremony.

Thereafter we were in a position similar to that of Commercial Cable
Company under the terms of this act, so that for the further obligation of
authorization to land—even our last one—we have done that. They are
here, all these authorizations, and we have the licences; however this additional
part intends to add another licence to our collection for the purpose of which.
the first proviso, is to say simply: can’t you waive the issuing of the physical
document? And you gentlemen have read the amendment showing the
original licences as they now exist and that they are deemed to conform te
the licence requirements of this new part. Do we need another piece of
paper?

That is all I mean by the first part, and I suggest perhaps we do not even
have to be deemed licensed; but if Canada feels that some sort of re-licensing
of any kind must at this time for some purpose which I cannot see clearly be
issued to Western Union, at least it should be done by a broad formula as they
say. The second suggestion, and this is a quotation, reads as follows:

2. Provided, however, that this bill shall not apply to existing
international submarine cable systems established by wvalid grant orf
other authorization.

That is what I have just said. Now, No. 3 and finally:

3. Provided, however, that this bill shall be limited to international
submarine cable systems with respect to traffic originating in or destined
for Canada. !

If what you are worried about is your Canadian outlets, then even so;

In other words, since the minister intends to obtain legislative
authority, with respect to Canadian business, we suggest that the lan-
guage should be phrased accordingly. The company sees no purpose in
broader language than is needed to carry out what the minister has it
mind. 3

The company merely seeks clarification of the amending bill.

If the language of the bill is such that under it through traffic ca?
be taken over that is a matter which will be most disturbing to the
company and to its shareholders, but if such is not the intention, and the
minister has said that it is not, then the company submits with the
greatest of respect that the language should be limited to defining the
purpose of the bill clearly and so that no ambiguity can arise.

I thank the members of the committee and the chairman for allowing U8
to add these supplementary remarks.

Hon. Mr. MarLER: If nobody wishes to question Mr. Levett, then I would
like to make a few remarks. However, if there are any questions, I shall be
very glad to wait.

By Mr. Hamilton (York West):

Q. I was interested in that date of 1959 as the date on which your contract
will expire with Canadian National Railways Telegraphs. When was tha
contract signed?—A. I do not know. I know there have been a number ©
informal arrangements, some of which were not reduced to contractual languag®
but my recollection—and it has been many weeks since I went into the matter—
is that it was originally a short term contract.
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Q. Has it been in existence for several years now, either as a short term
contract or with renewals?—A. Oh yes, but as and when I cannot of course
answer. Our contacts with the Canadian mainland end at North Sydney and
We go landwise only into Nova Scotia. From then on any contacts with Canada,
Wwith Canadian traffic, must be done by means of C.N.T. or C.P.R. That has
been the arrangements for years.

Q. If it expires in 1959 you are getting on towards the end of it. Have
You had any negotiations for a renewal?—A. I do not know, but I can find
out. I assume there have been some talks.

Q. Do you know if there is any reasonable expectation that it will be
renewed?—A. We hope it will be renewed and we have heard nothing to the
contrary that I know of.

As I have said to you before, in the preparation of this matter we confined
our work to that of digging out chronologically the sources of our international
cable system. In the course of that work I found nothing to indicate that in
the foreseeable future Western Union would change its method of operation
technically. I think I can state that firmly.

As to its contractual arrangements, I know of no reason to expect that
in the foreseeable future there will be any different contractual set-up.

Q. C.N.T. handles the work from the domestic standpoint in Canada, but
at the same time you have used the word “outlet” yourself at one stage of
Yyour talk., How many outlets do you have in Canada?—A. Honestly, that
word “outlet” has me baffled and I cannot answer your question in that form.

Q. Maybe I might reword my question and go back over it again. You
used the expression at one stage about having the right to land, and I think
that your inference was that it could not be distinguished from the right to
distribute. —A. I did not say that: but if the chairman will allow me to
explain the reference to it, I would be glad to do so.

In the course of my pregatory remarks and in referring to what I heard
here yesterday, I stated purely as a comment that I was a little confused
by this reference to 24 outlets and I said that I felt the word “outlet” should
be given further specificity. That of course applies to landing. If one talks
about an outlet in the broad sense, what else can it be? Here is a cable coming
in from the high seas and it finally touches Canadian territory. It emerges
from the sea and it reaches private land and is there located in a building.
Now for the purposes of that cable, that conductor, it is an outlet. That is all
I can say; but in response to the gentleman’s question, Mr. Chairman, I might
add this: that if I were a salesman and attempting to solicit business, an
outlet would be any location which was capable of handling the goods or
Services which I sold, and I daresay that the word outlet and particularly the
\lzfords “domestic outlet” generally speaking would mean an office of some

ind.

If I wish to send a message to my wife in Connecticut, I would go to
C.N.T. which I presume has the domestic outlet—and even that is not tech-
Nically accurate because it is an outlet for messages destined for this area.
‘BUt supposing I filed a message. Is the outlet for a message originating here?

f course it is; so the word “outlet” cannot be used literally.

Outlet, I suppose, is the location where messages destined for or originating
at that particular point may be handled.

Q. May I take it one step further? I assume that if you had 500 places—
Canadijan National Railway Telegraph offices in Canada—you would require
2 greater proportion of physical facilities with your cable, and you would be

evoted to that business and you would be distributing from more landing
Places than if you only had 100 offices?

Hon. Mr. MARLER: Surely it is a question of the volume of traffic rather

than of the number of places that are selling it.
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By Mr. Hamilten (York West):

Q. That is fine. Well, have you at any time felt that you were restricted
in the use of any physical part of your cable facilities once you had landed
and had the right to land your cable in Canada?—A. That is, has Western
Union felt that at some time they restricted us?

Q. That is, that you are restricted in any way in the use of your physical
facilities once you had the right to land your cable in Canada?—A. I do not
know if I can answer that because we have always landed our cable strictly
pursuant to the authorization. Therefore in a technical sense we do not say

what technical step we would take, but from a traffic point of view, we say

that we would follow the appropriate authorization all the way.

Q. In other words, you have always regarded the situation as one in which
no matter what business arose at the sales level of the Canadian National
Railways Telegraphs in Canada you could make use of the appropriate physical
facilities and carry the messages with your cable?—A. Of course we were not
concerned with the originating traffic because our actual arrangement with
C.N.T. is just that whatever traffic might be offered under that agreement
originating at a specific point, we would handle it; but if your question has
in mind whether or not we have been able to handle the volume, the answer
is yes, we have.

Q. You have never felt restricted as to whether 25 per cent of your
physical activity, or 50 per cent or 75 per cent was devoted to handling
Canadian traffic?—A. I do not know what you mean by restricted; we just
handle the traffic as it comes in and we have not had any occasion to feel
restricted.

Q. I think that is the answer, but if someone came along to you now
and said that you could only devote 25 per cent of your physical capacity
to the handling of Canadian traffic, you would feel at that time that they had
moved into an area which they were not entitled to be in—A. It would
depend on who decided that they do it.

Q. If it is enacted?—A. I cannot answer your question in that form. We
have operated very well and we are ready for business today as well as
tomorrow.

Mr. HERRIDGE: I can see that!

The WiTness: That is about it. We are here because we hope that will
continue. We are not saying that there is any present threat, but we are
asking a rhetorical question: are you threatenmg our present operations?

Having in mind the use of the word “restricted” what we would like
to have is information. Do you intend to restrict us, and if so why?

Frankly, I have read nothing in the report and received no information
during the course of yesterday or today which would indicate any particular
effort regarding our operations as to which legislative action is necessary-
When you use the word ‘“restricted”, you have in mind a purpose; and
I would say that before you do anything which would restrict anybody, you
should define what you are attempting to restricf. So I throw right back
that point to the committee and to the minister and say “What is there in the
Western Union operations today, tomorrow, next week or next month, which
you feel should be altered? At least tell us that?”

Perhaps there is something we can alter of our own accord.

Q. You have premised your remarks by saying that engineeringwise
you are not qualified to answer. Would you say that a coaxial cable is 2
technical advance which would be a feature of any new cable being laid 2
the present time in the ordinary course of events?—A. I really don’t qulte
understand your question. Do you mean the next cable which might be laid’

Q. Which any company in the business would lay, if they were require
to do so.—A. Would it be coaxial?

*
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Q. Probably that is what they would want to do?—A. It depends on
What they are doing in the laboratories now. It is hard to tell what kind
of a conductor will be used. Even as a layman I know that developments
in radio have eliminated some of the “bugs”, and it may be so with your
coaxial. When you look into the technological future, you need to have a
Special ball, a crystal ball, and I certainly do not have it.

Q. Have you any knowledge that if you were replacing or renewing
any cable in your company today—not tomorrow or five years from now—
Whether or not a coaxial cable would be laid?—A. I really cannot answer
that question. I could not say as to whether or not they contemplate within
the foreseeable future the laying of a coaxial cable.

Q. Has there not been some situation which has arisen in thé United
States in connection with the merging of the various operations there which
Would indicate that your company will be required to go out of the foreign
Communication end of its business, the external cable end?—A. Mr. Chairman,
I think I understand the first portion of that question, but may I ask if you
are saying in the first part—

Q. I understand that there have been certain expansions in respect to
your company’s activities in the United States by merger or otherwise, and
that as a result you are going out of, or you will be going out of the external
Communication end of it in the future—A. I did not intend to be facetious,

ut it just so happened that away back in 1942—I may be out five or six

Years—there was an enactment by our Congress which permitted the merger
of postal telegraphs and Western Union. But as part of that legislative enact-
Ment there was an obligation on the part of Western Union to divest itself
of its international cable system.

I sought clarification of the question because that is an old story with
Western Union. We have been trying to sell our cable, and you can well
Magine that the field of buyers is pretty well restricted. But so far as the

Tesent is concerned, we do have an agreement which probably could be
Called an agreement to sell, but it is really an agreement to make an agree-
Ment to sell, and the parties are discussing the matter with respect to a sale.

Q. I do not think it is an unfair question to ask.—A. No, it certainly is not.

Q. Because I wonder if that would have any connection with the fact that
y°,u have plans in the foreseeable future to utilize what I believe would be a
Alrly major technical advance in construction?—A. Well, I want to be strictly
ar about it. I cannot say factually that the fact that we are bound to get

of the international communications field plays any part in our future
Opinni{lg because that would not be so. But I can-say this: that we are
is Tating an international communication system of which at least one-half
Oblljmd?r a 99 year lease which will expire in the year 2010; and we have
4 18ations under that agreement to restore those assets including its cables

€ company’s lessor and therefore we must maintain them.
fie] Certainly if we were to abandon those existing cables and go into the
Ith' of .coaxial or anything else, then when the year 2010 rolls around—
Ik it is fair to say that eventually we will reach that year—the success
Interest in them will be a significant part of this agreement which has
Sted since 1856 or 1857, this American corporation—and I think it is fair
eon?Ss_ume that there will be successors to it—and that when they ask for
to rp lance with the terms of our agreement, we had bette'r have some assets
te e_urn.. So certainly this would be fair to say, speaking from complete
Systéucal ignorance, that it is a fact of life that we must operate the cable

M as we now have it, and it is not a coaxial.
it i € arg satisfied with the way.it is working now. It i§ a good system and
Mogt haIl_dhng our needs. We see no reason to abandon it, and the fact that

of it is on lease is a good reason for not abandoning it.
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Q. Under the terms of our leasing agreement, are you under any obliga-
tion to maintain it?—A. Well, we must operate and maintain it, certainly.

Q. But there is nothing which requires you to improve it?—A. No, not
technically or basically to alter it; in other words, we are not obligated to
swap it for a coaxial cable and to return a coaxial cable in the year 2010 for
the old conductor. :

Q. You may not want to answer this question, and if so I shall not pursue
it; but could you advise us if the party with whom you are negotiating would
include any governmental agency of any kind either in the United States or
in Canada?—A. There is no secret about it. We are dealing with a private
American enterprise. . Their representatives are talking to us, and they are
looking at the assets and trying to make up their minds about it. And I might
say that the thought has occurred to me that perhaps the pendancy of this
action is a factor which ought to be brought to their attention if it has not
been done so already.

Q. There has been no discussion with a governmental agency here as to
any part?—A. No. This is entirely a private agreement. Its terms are subject
to our doing certain things and we are trying to do those things.

Q. In connection with those negotiations, I would assume that in 1959 the
expiry date with C.N.T., that it must have completed its part?—A. 4t is a
factor all right. If you bought an international cable system and if you were
able to include in it assets relating to domestic traffic, you would be con-
cerned about the renewal quite understandably. :

Q. So it would be reasonable to suppose that the purchaser would get 2
renewal handed over to him as part of the agreement?—A. That is a matter
of time. If they clear up this matter before 1959, then the purchaser will
have to make up his mind whether or not to go ahead, or to renegotiate in
advance.

Q. It has not produced any urgency in the discussion at all for you t0
have brought it up?—A. No.

The CHAIRMAN: Are there any further questions?

By Mr. Leboe:

Q. I wonder if the witness can tell us whether or not they would be

content with the suggestions made providing they were in a position that they
wanted to go into something further? What I am thinking about is the situatio?
as I see it, namely, that you are contending yourself not on a matter ©
principle but on a matter of how it affects your company? Is that true?—
A. That is right. We are seeking clarification of what we call broad languag®
and we want to know what is intended by this legislature before we evalu?te
our legal position. It seems to make sense to us that we should determln_e
what the threat is to us. If all that is intended, so far as Western Union 1
concerned, is to require us to answer a lot of formal questions such as _We
have already answered on the forms of the Dominion Bureau of Statistics
we will then automatically get some sort of okay. That is all.

Q. You are not actually making your presentation here today on a ma"te.r
of principle, but just on how it affects your particular company?—A. There _15
a principle involved in this respect—if the chairman will allow me to explfiln
it. I shall pick up something which I would like to say as a result of a questxon
asked by an hon. member a moment ago, and combine them. Let us not over”
simplify this matter. -

Western Union has no basis now for concluding that it will succeé
selling its international communications system. We just had not been 2
to find somebody who was interested. That is an old story. However;
have an interested purchaser at the present time.

4 in
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We have been under a legislative mandate to divest ourselves of this
international communication end of the business and Western Union looks at
this intended legislation at the moment in this fashion: first, what is intended?
Once we know that, then both we and our purchaser will know the value or
lack of value of our present assets.

If the intention is to set up some sort of control which will compel us to

¢ alter or to restrict our present operations, and if the intention is to create
various taxes or conditions or regulations of some kind which would so hamper
our international operation that it would not be economical and sound to keep
on, then we would have a legal question as to whether or not we ought to
terminate our Anglo lease for example, or what we should do about it.

f We would lose the purchaser, that goes without saying; and it is perfectly

‘ clear that if parliament during this session enacted some laws which prevented
the Western Union from having an international communication system, it might
cost us the loss of a purchaser. :

We had landing licences in the United Kingdom, but they have expired.
When you land a cable you know you have landed something. So our domestic
landing rights having expired, we have been for decades continuing to use the
United Kingdom cable head as if we were licensed. Now, a purchaser comes
along and one of the conditions is this: what about your United Kingdom
landing? Very well, we must implement by obtaining United Kingdom landing
bermits, and we are in the process of doing so, and we hope to get them. So
Western Union has no reasonable basis for not concluding that it is not in the
international field, and I assure you that whatever you do it will not harm
us, but just the contrary. Perhaps that over-all statement will suffice to answer
‘the last question.

By Mr. Green:

: Q. What would be the effect of your position if this licensing control
Included control over the routing of traffic which originated in Canada?—A.
Before I answer that question I would like to know how that could be done?
It is quite a trick if you can do it. We do not have to be telegraph men to
!inow that the day to day routing of traffic is an operating problem and that

it has always been handled as such. -
. In our presentation as read by Mr. Macdonald, we say that a cable system
IS a type of communication system in the way of a series of fallbacks of alter-
Native routes. Your day to day routing of traffic depends on many factors
and T shall not waste time trying to go into them. I just wonder how anybody
Dot operating with personnel directly and handling a volume of traffic, can
Say that you should use channel 1, channel (b) or channel (c¢). I do not see

' _h°VV it could be done.
Gentlemen, we have a submarine cable which goes directly under the
Water to the United States, and we use overland features; some Canadian
Usiness goes to New York and back, but it is combined on the basis of load
and othey factors. There are so many technical aspects with regard to control
at it almost sounds silly to try to enumerate them as I see it, and if we
attempteq to say that you might use channel (a), that would amount to an
Ndue interference in the operation of our business.

Q. I asked you that question because the minister said as reported in
Hansqrg that he should point out that perhaps a licensing system would enable
i L0 exercise some measure of control over the routing of traffic originating
N Canada.—A. T understand that one of the real reasons I am here is this—
W find oyt what that means. I hear words which are familiar to me, but

hat g they mean? = Are you asking for some measure of control by putting

em_plos’ee of the government in an office side by side with the superintendent

G 8lving him a chair alongside him and saying how he must handle the load?
entlerrlen, that is rot!
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However, I must be truly fair about it, and I have heard enough so far
to indicate that the minister in using—in making that statement is not using
it in an operating sense; and I gather from what I read in Hansard that the
intention is to see to it if it is operationally feasible that the Canadian author-
ities should use Canadian facilities.

Now, that obviously is a reasonable objective. Representatives of Com-
mercial Cable have indicated their agreement with that principle. We agree,
and I simply add this thought, that is precisely what we are doing since we
have no facilities to the main land other than C.N.T. So, what more do you
want by way of control?

Mr. Chairman, may I conclude by adding this thought: if one were to
bear in mind a specific picture, then it all makes sense. If the minister is
talking about the coaxial cable, about the new outlets—in other words, if he
is talking prospectively, then, Mr. Chairman, this is understandable. If the
minister is talking about the situation, the system, the operating practices as
they exist today, then we are disturbed, because the only basis upon which
any disturbance, or control of any kind, could reasonably be injected into the
present picture, would be by procedurally starting out with the specification
of some evils.

Now, as the lawyer says, ‘“whereas” for the past weeks, or months or
years, certain evils have arisen because traffic which should have gone over
Canadian facilities has been by-passed, and so forth, and after a lot of “where-
ases” and a lot of time, then you come to the “now therefore,” hereafter we
are going fo stop that. Now, I have heard no “whereases” so I might say this:
that to me,—and it is just one man’s opinion, and I could be entirely wrong,—
but it strikes me that if one were to eliminate the coaxial cable, the 24 outlets,
and the application of Commercial Cables, there would be nothing to talk about
here.

Let me just put it one other way, Mr. Chairman, if I may. May I use this
analogy, and I will save you some extra work: picture going to a policeman
and saying to him, “My car has just been struck by another car and the driver
has gone away’’, and the policeman says to you, “Have you a licence”, and you
say, “Well, yes, I have, but this fellow has just struck my car”. Now, the
policeman says, “Forget about that. First I want to know whether you have a
licence”. For a half hour you look through the glove compartment, or better
still, Pe gets in your car and you drive to your house and find it in your
dresser drawer. He says, “Now, I know you have a licence. What is this you
were complaining about”. That is a rough analogy.

But, let me put it this way: the cable system, the international cable
system is functioning beautifully. We, at Western Union, have heard no
indication of any kind to the contrary. Every application we filed with respect
to these cables was duly considered, carefully investigated and duly approved-
Now, we have complied with all the laws and we have filed with the Dominion
Bureau of Statistics; we have paid our income tax, and no government agency
has found fault with us at all.

Now, what happens? Our competitor, Commercial Cables, files an appli-
cation for what? For a coaxial cable and for 24 outlets. Well, again, I do not
want to define that, but let us assume it is for two things.

Now, in the course of the discussion of this agreement Western Union i$
E:alled before this committee, because of what? A legislative threat against
its cable system. But, more than that. How does the policeman analogy .com®
in? Also the Commercial Cable system, other than the one that is under the
special application, is also involved.
~Now, all I am saying is this, if the application is not properly granted, and
if there are reasons for denying it, and of course I understand that, but where
along the line of the day to day operating procedures—take since 1950—di
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someone create the path which led to the necessity for legislative enactment
which would not only disturb the Western Union system, which was not in-
volved in the application but that portion of the Commercial Cable system
which was not involved in the application. Even if Western Union were out
of the system, Mr. Chairman, out of the orbit of this enactment, if this law is
enacted, the Commercial Cable Company,—and I am not arguing for them,
I am just summarizing factually the way the thing sits as I see it—Commercial
Cable Company may or may not get landing rights, and does not get its 24
outlets. And supposing that it was to withdraw its application in toto—and
this is possible—it winds up with legislative enactment against that which it
had. To go back to my analogy, the hit and run driver has disappeared. If I
might roughly call the coaxial cable the third party, and the result of going
to the policeman is a trip to your home to find your own legal licence.

Now, maybe I have gone afield, but my thought is, where along the line of
the past five or six operating years of history did we get to the point where
somebody feels that the old, not the new system, requires controlling?

I say that is a rhetorical question, but that is one of the reasons that we
are here.

Mr. HERRIDGE: Mr. Chairman, I just wish to say that we have had a very
interesting discussion from the witnesses, but I am beginning to think that the
committee, and all concerned, have reached the point where we could much
better begin to assess the situation by hearing the minister’s statement, and
hearing from him what he intends to do. I think that will save a great
Number of unnecessary questions.

Mr. HoskinG: I would like to ask one question, Mr. Chairman.

Mr. CampBeLL: What was the reason for the order given you to divest
Yourself?

Hon. Mr. MaRLER: That was an order of the United States government,
Was it not?

The WiTness: Yes. One of the terms in the legislative authorization to
t?ke over the other land line, postal telegraphs, was investigated by Interna-

0nal. There were many reasons behind it. I do not know the particular
Teasons,

By Mr. Hosking:

Q. Could I ask a question, Mr. Levett? What mechanical equipment or
£ .t‘rical inventions have taken place that would enable you to increase your
acilities in the existing cables, in the last 10 or 11 years?—A. You mean the
Capacity of our cable? '

Q. Yes—A. Well, one was mentioned. The conductors were treated in
ilmh a fashion that they were more efficient. But, basically in our industry—
;}Tember, I am not a technical man—we have been able to develop repeaters,
) ich are units doing just about what the name indicates, and which. again
reSult In a more economical use of the conductor, and by the use of these

Peaters we have been able to increase the number of channels.

4 ‘3 How much increase have you got from the repeaters, from these inven-
Whr.l&‘A. Again, I am not a technical man, but we have a tandem repeater
Ich we can use, and we can increase a six-channel circuit to a twelve.

Q. Twelve?—A. Yes.
A Q. You can double.them?—A. Yes. £
mi Q. Would you think then that this legislation, this intended legislation
takgeht be some means of taking care of any future developments which might
fouy blace that would, say, double it again, which would be the square, or

 times as much?—A. Well, Mr. Chairman—

elec
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Q. When you come to lay a new cable, you have to apply for a permit,
and the government has some control. But, when you put on these mechanical
devices, these new inventions which automatically double the facilities without
changing anything, the government has not very much control. With the inven-
tions that are coming out of the future, do you not think it is reasonable that
the government should ask for this type of control over these things? Is it
unreasonable now for the government—if you had to lay a new cable to double
your capacity the government has some control, but by putting on a repeater
you double the capacity of your line without any application or without any-
thing. Now, is it unreasonable for the goveernment to ask for something to
enable them to keep in contact with what is going on?—A. Mr. Chairman, I
want to answer that, but I will not be able to answer that in a sentence. I am
mindful of what I heard some of the members saying about wanting to move
this thing on, so if the chairman will give me two or three minutes, I will be
glad to answer because I do not want to prolong this hearing.

Mr. HAMILTON (York West): Before you answer it, would you relate the
question to a situation where General Motors gets a special welding machine
and turns out two cars instead of one for the same money, whether the
government should look at that too.

Mr. HosginG: The provincial government requires the licensing of those
two cars.

The WITNESS: The reason I made the statement, Mr. Chairman, the reason
I went through the formality of requesting your permission to answer this was
because the honourable member has now put Western Union in the position
where we must depart from our prepared text. We said we were not here
to argue principles, we were not here to say anything about our legal position,
and that question asks us, in fact, something about our legal position. Now,
if it will be borne in mind that we are here in order to find out what is
intended by the law—

Mr. HERRIDGE: So are we.

The WiTNESs: Mr. Chairman, if it will be borne in mind that until we
know that it would be silly for Western Union to comment, and if the member
will consider what I know and want to say, my own remarks, off the record,
I am willing to give a statement. But here again, I certainly should not be
instrumental, even indirectly in phrasing the language.

Now, with that perhaps unnecessary preface, let me put it this way: if
Canada should enact an amendment to the Telegraphs Act, which amendment
would seek fo override the reason, or to alter the legislative grants of the
administrative authorization and the contracts, which we have enjoyed an
earned, I might say, down through the years, Western Union’s position then
would have tp be, of necessity, that there could be no taking of its propertys
without compensation, and there could be no infringement on its rights.

Now, when such an enactment reached the point where we would talfe
that position? Well, if the law would give to any authority the right to go 1
and count our repeaters, or check the number of units in the repeater—if, {n
other words, our laboratory, technical and other staffs are to go ahead in their
research to develop this equipment, subject to the over-all mandate of this
legislature, that it is not going to do us a bit of good, because, after we havé
perfected the equipment we have to get permission to use it, one of two things‘
will happen. We will not develop the equipment, or we will go to the courts
and state that the act is unconstitutional.

Now, let me back track. It is a matter of common sense, and our cOUl_rts
state that we were authorized to land, to mantain, and to keep in working
order these cables.

e
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By Mr. Hosking:

Q. Those were quite serious restrictions too, were they not?—A. Yes, of
course. But, generically they were referring to these conductors. I would
say this, that any increase in the capacity of these cables by means of repeat-
ers, which make the conductors more efficient, would clearly be within the
terms of our authorization. Because, if you will read all that was said about
those authorizations, and if you will read it all, it is perfectly clear that the
colonial legislature did not intend that we should lay a certain piece of wire
and only that piece of wire. They knew it would break, they knew it would
be repaired, they knew that the state of science was such that it was advanc-
ing; and therefore one did have to apply the rule of reason.

I would say that when a six-channel conductor becomes a twelve-channel
ctonductor, I see no cause for alarm. I see no reason why the government
should feel that we are getting more than we should. And that seems to be
Within the limits of the venture that we undertook.

: However, without knowing where to draw the line, if a simple repeater
Is installed which, say, radically changes the basic nature of the conductor, so
that now it will handle 200, or 300, or 800 channels—I mean, where you reach
2 point where a reasonable man could reasonably say that it is no longer a

Submarine cable operation, then I would agree that the government could have
another look.

Q. Would you not think that the time to make these changes would be
before that happened and not afterwards? That is the changes in the line?
€member, when they first gave this company the right to land this cable, they
Put on restrictions that they thought at that time controlled what they were
Oing. Now, we find that it does not just mean exactly what it meant 100
Years ago, or 70 years ago. Now, do you think it is unreasonable to take a
Second look at this thing and put it into a modern streamlined form so that we
ave similar controls today as those that were in existence 75 or 100 years
880?—A. Mr. Chairman, there are three questions there, maybe four. May I
Tespond by saying this. If your assumptions are factual, the answer is yes.
Ut, I submit that your assumptions—they are not erroneous, mind you,
am not quarrelling with you, but your assumptions are not strictly fact-
Yal, because the Western Union international system today is, generically
d basically, precisely that which the legislature of that day had in mind.
Q. Quite true.

Mr. GrReeN: Let him answer the question.
Mr. HoskiNG: Let me ask—

hingr' NicHOLSON: One at a time. You asked three questions before, let
answer them.

L The WirnEss: I do not want to argue, but it was my thought that if we
d a coaxial cable, which we slipped under the ocean and labelled 1873, and
8ave it now the same label which was originally authorized, and by this

bzamol‘phosis, of engineering skill or scientific skill and know-how, placed

Zstieath the sea; then, of course, we would have departed from our authori-
; on,

g dBut, bear this in mind, that every landing made by Western Union was
lﬁn d? Yy those authorizations, where we are the assignee, and it 1s‘the original
thatmg’ the original authorization. Every alteration and the maintenance of
Work is pursuant to the original authority.

Neges hy, we were told that we could bring i.n duty free that'equipment
ity - Sary to keep it in operation. So, it was obvious that the granting author-
€cted the wind and the waves, and the fisherman’s hook to cause trouble.
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If anyone can point out to me, as a layman—and I suppose that would be
the approach—wherein our cable system today has changed so radically that
those long dead, who originally authorized it would not recognize it, or at least
would say “We want another look at it”, then there would be some room for
taking some present action. I think the confusion lies in the blurred line. One
is thinking coaxial, but writing a law that will not apply to coaxial, but to the
authorized landings here.

Mr. HamirntoN (York West): Hear, hear.

By Mr. Johnston (Bow River):

Q. May I ask the witness a question? He has made it so simple that I
have become confused. I think the minister has almost reached the point
where he is going to throw this thing in the waste paper basket. I know I
cannot understand it. I think the witness had explained several times that
they did not intend to expand their facilities, techmically. I was a little
confused by that term. I was wondering just what improvement you could
make on your present cable system to keep up with this coaxial cable that is t0
be laid. Now, you have suggested on several occasions that the whole argu-
ment arises because of the laying of this coaxial cable.

Now, I would think, if that were permitted and this coaxial cable were
granted, and the laying of this were granted, then you would have to have
some technical improvements. Now, I cannot understand why you say in the
one case that you do not intend to extend your facilities, technically and then
just a minute ago you said, “Well, of course, you can improve the present
cables by putting in relays, or expanders”, or whatever you call them, t0
double, or maybe triple it, if I got that right. Do you intend to improve
them technically, or do you not?—A. Mr. Chairman, here again I have kept
track of four questions. I am certain that I cannot answer them in less than
two or three minutes. I am perfectly willing to answer them, but I hope the
members will not be impatient. .

Again, I submit, Mr. Chairman, I am being very serious about it. I am
not thinking of it—it is not an accurate resume of my testimony or assumption-

Q. I understood you to say that you did not intend to extend your facilities
technically. That is what I wrote down. Maybe I am wrong. —A. Let me te
you what I did say. I am full of these details and I know what I said, and ther
go on to your gestion.. I think it is a very fair question. I said that we have B9
plans now, or in the foreseeable future to go into the coaxial cable.

Q. I thought you said you had no intention of expanding technically~’A'
I will come to that in a moment.

Q. Maybe I am getting my terms confused.—A. To the extent that we aré
not in the coaxial field now, or in the foreseeable future, we are not concern®
with any difference with respect to the coaxial,

Q. I understand that perfectly—A. I am willing to say that if we weré
going into the coaxial we would recognize that this would be something © ¢
departure from our normal cable operations, that would require some sort b
approval. On that Commercial Cable does not disagree. Now, the signiﬁcancd
of that is this. Even if we were going to lay an old type cable, we woul
have to file, under section 22 of the old law. We do not have the right, 3%
Commercial Cable has not pressed the right, to go out and lay a new €2
simply on its own say so, regardless of whether this is brand new, or unu.slla',
device capable of swallowing all the traffic over all these old “ittY"bltt
conductors. : t.

We start with section 22, and we file an application to the governm.en,
They, in council, will make such terms and conditions as the public requi’

ple
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I might say that if at that time they think this additional cable, or this coaxial
or call it what you will, will cause some kind of problem, I do not see why his
action on the petition cannot be on the basis of substantive terms and condi-
tions. You say “control” well, whatever it is that one could reasonably fore-
See could then flow from that application.

Now, so much for the coaxial. I do not want to use the word, so far as we
are concerned.

Now, so far as technological developments are concerned, Western Union
May change. I have had a matter of matters which called for familiarity with
our equipment, so I have become a little bit of an expert, but do not take that
too seriously. We have made up little doll pins, or little units that perform
New functions, and for which we work out substitute units which make it fool-
Proof—you do not have to oil them or dust them, and the life may be two years
instead of six months. Now, we are constantly going over our equipment.

S you can understand, it is subject to the elements. We are changing the kind
of metal—we have a plant down in Chattanooga where we fabricate our
€quipment.

Now, technological development has to be a constant thing. We have units
?hat work fine, but in moist atmosphere they go. So, we are always engaged
I technological developments to see that messages are accurate and speedy and

at the equipment is made more efficient. Now, that is a constant process.

I said was, that in answer to that hypothetical question—and I thought

8ave a long answer previously to the effect that I was speaking off the record
I said, off the record, if the point were ever reached where some encourage-
Ment, legislatively imposed, deposited in some government bureau or authority
€ power to look over the units of our equipment and approve them before we
fould use them, then we would be hard put, and perhaps foolish to develop
Ything at all, if it were subjected to approval. But, in any event we could
:?ell Teach the point where we might say that that is an infringement upon our
'8ht. One of the things we possess by right is to replace and take duty free
€ parts of units and equipment. Now, I readily stated that where the unit
as radicaly different, so that it would effect a generic change in the cable, then
%U would have a problem.

Ih Q-_Your difficulty from a technical improvement point of view is not what
osve In mind. I understand quite readily that you should be permitted to keep
= Original equipment in good working order; but the thing that I have in
over 1s, if you could develop an invention which will doublg your capacity
this ‘thét same cable, or treble it, then you are in a position to—if you say, well,
IS just as good now as the coaxial cable, therefore we do not want any

in this legislation, because the government is, in effect, speaking about
e cables, and we can do as good, or better by making improvements to
th; Dre.sent cable that will double or treble our business. Now, have you any-

‘Mg like that in mind?—A. No, sir.

QapaQ-' Is there any technical improvement at all where you could double your
Se, City, or treble it?—A. Mr. Chairman, nothing remotely resembling this. I
thinyo-ur point there; but remember that saying you are goi.ng to dout_)le.: some-
lot ri IS meaningless. Doubling two is only four, but doubling two million is a
an iOre. Now, the point is this, I said that once you got into that realm,—
. 1 heaven’s name are we in that realm now? That is why I am here. No
ab,lélp to this moment, hds said that the present cable system of Commercial
tap 1. OF of Western Union has so far advanced, or reached the point that is so

Change
§°axia1

Doint.

S
the €yond its original authorization that it should now be controlled. That is
R

The fact is that Western Union Cable is substantially as authorized,
pmo s S3Me with Commercial, sir.
700&5
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Now, assuming that some units could so alter the present authorized
operations that they would approach coaxial, that is a terrific assumption. There
is no such thing in the wind. One would be foolish to lay a coaxial cable if all
one needed was some little repeaters which would accomplish the same result.
One problem here is to get the assumptions in line. I submit, Mr. Chairman,
that my original question, rhetorical question is a good one, namely: that the
effect, operationally, economically, and I hesitate to say this, but 1 would say
politically—that the effect of any nature, taxwise, accountingwise has arisen,

now, as related to the past, say the past decade which requires reasonable men ,

to come to reasonable conclusions that the franchise to control authorized
chartered, tabulated, and I have in mind the Dominion Bureau of Statistics—
annually we record—identify the known located operations are now to be re-
tabulated, reidentified, revised, refingerprinted, relicensed.

Now, I know of none. That is not to say that there have not been, but wé
of Wes