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THE STANDING COMMITTEE
ON
TRANSPORT AND COMMUNICATIONS

The Honourable Gunnar S. Thorvaldson, Acting Chairman

The Honourable Senators

Aird, Kinnear,
Aseltine, Lang,

Beaubien (Provencher), Lefrancois,
Bourget, Leonard,
Burchill, Macdonald (Cape Breton),
Connolly (Ottawa West), McDonald,
Connolly (Halifax North), McElIman,

Croll, MecGrand,

Davey, Meéthot,
Desruisseaux, Molson,
Dessureault, Paterson,

Farris, Pearson,
Fournier (Madawaska-Restigouche), Phillips (Prince),
Gélinas, Quart,

Gouin, Rattenbury,

Haig, Roebuck,
Hayden, Smith (Queens-Shelburne),
Hays, Thompson,
Hollett, Thorvaldson,
Isnor, Welch,

Kickham, Willis—(43).
Kinley,

Ex officio members: Flynn and Martin.

(Quorum 9)




ORDER OF REFERENCE
Extracts from the Minutes of the Proceedings of the Senate, Tuesday,
October 1, 1968:

“Pursuant to Order, the Honourable Senator Langlois, moved, sec-
onded by the Honourable Senator Boucher, that the Bill S-5, intituled:
“An Act to amend the Canadian Overseas Telecommunication Corpora-
tion Act”, be read the second time.

After debate, and—

The question being put on the motion, it was—

Resolved in the affirmative.

The Bill was then read the second time.

The Honourable Senator Langlois moved, seconded by the Hon-
ourable Senator Boucher, that the Bill be referred to the Standing
Committee on Transport and Communications.

The question being put on the motion, it was—

Resolved in the affirmative.”

ROBERT FORTIER,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS

THURSDAY, October 3rd, 1968.
(1)

Pursuant to Rule and notice the Standing Committee on Transport and
Communications met this day at 9.30 a.m.

Upon motion, the Honourable Senator Thorvaldson was elected Acting
Chairman.

Present: The Honourable Senators Thorvaldson (Acting Chairman),
Burchill, Desruisseaux, Flynn, Fournier (Madawaska-Restigouche), Hayden,
Isnor, Kinley, Kinnear, Lefrancois, Macdonald (Cape Breton), McDonald
(Moosomin), McElman, McGrand, Molson, Pearson, Rattenbury and Smith
(Queens-Shelburne).—(18)

Present, but not of the Committee: The Honourable Senator Langlois.

In attendance:
E. Russell Hopkins, Law Clerk and Parliamentary Counsel.

Upon motion, it was Resolved to recommend that 800 English and 300
French copies of these proceedings be printed.

Bill S-5, “An Act to amend the Canadian Overseas Telecommunication
Corporation Act”, was read and considered clause by clause.
The following witnesses were heard:
Canadian Overseas Telecommunication Corporation:
D. F. Bowie, President and General Manager.
G. M. Waterhouse, Vice-President, Finance.
Department of Transport (Post Office: communications):

F. G. Nixon, Director, Government Telecommunications Policy and Ad-
ministration Bureau.

J. R. Marchand, Chief, International Policy Division Government Tele-
communications Policy and Administration Bureau.

On motion of the Honourable Senator Macdonald (Cape Breton) it was
Resolved to report the said Bill without amendment.

At 10.35 a.m. the Committee adjourned.
ATTEST:

Frank A. Jackson,
Clerk of the Committee.



REPORT OF THE COMMITTEE
THURSDAY, October 3rd, 1968.

The Standing Committee on Transport and Communications to which was
referred the Bill S-5, intituled: “An Act to amend the Canadian Overseas
Telecommunication Corporation Act”, has in obedience to the order of refer-
ence of October 1st, 1968, examined the said Bill and now reports the same
without amendment.

Your Committee recommends that authority be granted for the printing
of 800 copies in English and 300 copies in French of its proceedings on the
said Bill.

All which is respectfully submitted.

Gunnar S. Thorvaldson,
Acting Chairman.

1—6



THE SENATE
THE STANDING COMMITTEE ON TRANSPORT AND COMMUNICATIONS

EVIDENCE

Ottawa, Thursday, October 3, 1968.

The Standing Committee on Transport and
Communications, to which was referred Bill
S-5, to amend the Canadian Overseas Tele-
communication Corporation Act, met this day
at 9.30 a.m. to give consideration to the bill.

The Clerk of the Commitiee: Honourable
senators, the first order of business is the
selection of a chairman. May I have a
motion?

Senator McDonald: Honourable senators, I
would like to nominate Senator Thorvaldson
as Acting Chairman.

Senator Molson: I will second the motion.

The Clerk of the Committee: It has been
moved by Senator McDonald, and seconded
by Senator Molson, that Senator Thorvaldson
be the Acting Chairman of the committee. Is
it agreed?

Hon. Senators: Agreed.

Senator Gunnar S. Thorvaldson (Acting

Chairman) in the Chair.

The Acting Chairman: We have before us
this morning Bill S-5, an act to amend the
Canadian Overseas Telecommunications Cor-
poration Act. May we have the usual motion
to print?

The committee agreed that a verbatim
report be made of the committee’s pro-
ceedings on the bill.

The committee agreed to report recom-
mending authority be granted for the
printing of 800 copies in English and 300
copies in French of the committee’s pro-
ceedings on the bill.

The Acting Chairman: Honourable senators,
our witnesses . this morning are from the
Canadian Overseas Telecommunications Cor-
poration, Mr. D. F. Bowie, President and
General Manager, Mr. G. M. Waterhouse,

Vice-President of Finance; and from the
Department of Transport (Post Office: Com-
munications) Mr. F. G. Nixon, Director, Gov-
ernment Telecommunications Policy and
Administration Bureau, and Mr. J. R. Mar-
chand, Chief of International Policy Division,
Government Telecommunications Policy and
Administration Bureau.

I should say, at the outset, that the Canadi-
an Overseas Telecommunications Corporation
has now been taken over by the Post Office
Department and it is no longer a division of
the Department of Transport.

Senator Flynn: What do you mean, Mr.
Chairman? Is it under the authority of the
Postmaster General?

The Acting Chairman: Yes, it is under the
authority of the Postmaster General, the Hon.
Mr. Kierans.

Senator Smith (Queens-Shelburne): What
you really mean is that the crown corpora-
tion will report to Parliament through the
Postmaster General, who will be the new
minister of communications.

The Acting Chairman: That is right. Is it
your wish that we hear Mr. Bowie, the Presi-
dent and General Manager of the corporation.

Hon. Senators: Agreed.

Mr. D. F. Bowie, President and General
Manager, Canadian Overseas Telecommunica-
tions Corporation: Thank you, Mr. Chairman.
This bill was produced for two good reasons.
The first is self-explanatory, with respect to
the removal of the wording which permitted
the corporation to operate services between
the mainland of Canada and Newfoundland.
At the time the corporation was established
in 1950, or when the bill was first written in
1949, the status of Newfoundland was differ-
ent from what it is today. Up to that time, the
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Canadian Marconi Company had been operat-
ing service between Newfoundland and the
mainland. When the corporation expropriated
the assets of the Canadian Marconi Company,
which was located at Drummondville and
Yamachiche, it was quite impossible to segre-
gate one small piece of equipment from the
whole of the overseas operation of Marconi
and consequently we took over the radio
facilities which Marconi was operating
between Newfoundland and the mainland.

This continued, and in the intervening
years C.O.T.C. introduced many new facilities
and improved the service with Newfound-
land. But we had felt that as Newfoundland
had become the tenth province, it was better
that C.O.T.C. should get out of this operation
and restrict itself strictly to overseas services.
After a year or two of negotiations we
reached agreement with the Canadian Nation-
al Telegraphs—the Canadian National Tele-
communications—to lease facilities which we
had built in the meantime and to permit the
Canadian National to undertake the operation
between Newfoundland and the mainland.

Therefore, there is no need for the C.O.T.C.
Act to provide for the corporation to give this
service. That is the reason for the first and
second of these amendments.

The third one, which has to do with the
amount of money that we can spend without
authority of the Governor in Council, is I
think a very important one. When the
C.0.T.C. Act was written in 1949-50, we were
permitted to spend up to $50,000 without the
necessity of getting an order in council. With
the corporation in the very small field in
which it was working in those days, and the
limited facilities we had, and the small reve-
nue which we were getting, this seemed to be
fairly reasonable. We have worked under that
control during the last eighteen years. I think
most people will readily agree that in this
day and age one cannot buy much equipment
in the electronics field for $50,000.

The securing of an order in council
involves considerable clerical work. There has
to be a board meeting to authorize the presi-
dent to request an order in council; there is
the submission which goes to the minister, 25
copies of which go to the Treasury Board. We
feel that that particular clause has rather out-
lived its usefulness and that the board of
directors of C.O.T.C. should be given power
to authorize expenditures of larger amounts
than $50,000 without the necessity of bother-
ing the minister and the Treasury Board, and

we would like to see this amount substantial-
ly increased. Our board of directors are all
wise businessmen and they keep their finger
on the pulse. It seems reasonable, I suggest,
that they should be given the necessary au-
thority to authorize expenditures for a larger
amount than is at present provided.

Senator Hayden: Do you contemplate in
clause 3 of the bill that there will be a regu-
lation fixing maximum amounts or will you
have to go to the Governor in Council each
time for a regulation?

Mr. Bowie: We would expect that a regula-
tion would be made fixing the maximum
amount for the time being, which could be
subject to change if conditions change.

Senator Hayden: You must have some idea
in mind as to what that maximum amount
should be at this time.

Mr. Bowie: We are thinking in terms of
half a million dollars.

Senator Hayden: Would you agree that it is
preferable to have a maximum amount than
to have authority in the Governor in Council
by regulation which can be varied from time
to time? Is not this in the nature of legislation
rather than administration?

Mr. Bowie: I am perhaps a little out of my
depth in this one, sir. I believe this may be
attributed to Government policy, but it does
seem to me as a layman, if I may say so, that
we should do this, rather than have any ne-
cessity to change the act, if we want to change
the amount of money that the directors are
authorized to spend.

Senator Hayden: On the other hand, the
Senate, and even some Members of the Com-
mons, might think it wise to know when you
have ideas of big expenditures, so that we
might have a look at them before you spend
them.

Mr. Bowie: That could be true, sir.

Senator McDonald: What are your revenues
today, compared to ten years ago, Mr. Bowie?

Mr. Bowie: Our current revenues are run-
ning in the neighbourhood of $26 million to
$27 million. I have the figures here some-
where, but I can tell you off the cuff that the
C.O.T.C. revenues, in its first year, were
somewhere in the neighbourhood of $800,000.

Senator Flynn: Are you speaking of profit
or revenue?
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Mr. Bowie: Revenue.
Senator McDonald: That was in 1950?
Mr. Bowie: Yes.

Senator McDonald: Have you the figure for
1960 so that we would have some idea of the
growth?

Mr. Bowie: May I refer to Mr. Waterhouse?

The Acting Chairman: Honourable sena-
tors, Mr. G. M. Waterhouse is Vice-President,
Finance, of the Canadian Overseas Telecom-
munications Corporation.

Mr. Bowie: I am sorry, but it seems that
we do not have the individual revenue figures
for each of the years. I could give you the
revenues for 1962, if this would do? We have
those figures in the annual report.

Senator McDonald: Yes.

Mr. Bowie: In 1962 the revenues were
slightly short of $9.5 million. In 1968, for the
year ending March 31, 1968, they were just
short of $25 million; and this year they are
running well over $26 million.

Senator McDonald: Your net profits in 1962
were $1.7 million compared to $4 million in
1968.

Mr. Bowie: That is correct.

Senator McDonald: Is that attributable to
an extension of services, an increase of reve-
nues or is it otherwise accounted for?

Mr. Bowie: It is attributable to a lot of
things, really, such as the extension of serv-
ices and, of course, vastly increased
demand. The introduction of telex service has
been one of the outstanding features; that,
together with the introduction of good quality
telephone service in 1956, and our increased
capacity, has provided a trememdous growth
in telephone revenues. I might say that in
1961 we cut the telephone rates between
Canada and Britain by 25 per cent.

Senator Rattenbury: As the service is being

used increasingly, do you anticipate further
reductions?

Mr. Bowie: Yes, we do.
Senator Kinley: Have you made a profit?

Mr. Bowie: Yes, we made $4 million in the
last fiscal year. We also paid an almost simi-
lar amount in income tax, and we pay the
Government $2.5 million on interest charges.

Senator Molson: What is the rate?

Mr. Bowie: It is a varying rate, according
to whatever the current rate is at the time we
make a loan.

Senator Hayden: Do you mean the current
rate on treasury bills or the going rate on the
market?

Mr. Bowie: It is on the treasury bills.

Senator Kinley: How is your board con-
stituted? You are a crown company, I
presume.

Mr. Bowie: Yes.

Senator Kinley: How do you appoint your
directors?

Mr. Bowie: They are appointed by the
Government.

Senator Kinley: For what period of time?

Mr. Bowie: They normally have a three-
year term.

Senator Kinley: Have you any international
relations with the United States? You must
have, because telecommunication is an inter-
national thing.

Mr. Bowie: Yes. We work in very close
conjunction with the American communica-
tions carriers. In fact, we help each other out
in times of trouble. But C.O.T.C. does not
actually do normal communications business
between Canada and the United States. This
is done by the Bell Company and the Trans
Canada Telephone System and the Railway
Telecommunications Carriers.

Senator Kinley: I remember when the com-
munication cables were being laid off the
coast of Nova Scotia. I believe both Ameri-
cans and Canadians were in on that. They
were trying to make sure it would be safe for
the fisheries industry. The manager of nauti-
cal operations was there. I seemed that those
communication cables were very valuable.

Mr. Bowie: They are certainly very valua-
ble, and we have in some cases joint owner-
ship in cables with the Americans. This has
been done in order not to duplicate unneces-
sarily facilities at the time. We felt that we
were putting in adequate facilities that would
last for many, many years. But the communi-
cations explosion proved those estimates to be
quite wrong. At the present time we are
actively concerned with an organization
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called Intelsat, which is the International
Satellite Organization. The corporation has an
ownership in that group. More and more we
are using satellite circuits for communications
across the North Atlantic.

Senator Smith (Queens-Shelburne): I have
a supplementary question on the same point,
Mr. Chairman. Since this first satellite station
has been in commercial operation, have you
had any indication whether it is going to be
profitable? Is it profitable now in view of the
volume of work that is going through that
station?

Mr. Bowie: Well, it will be profitable.
There is no question about that. At the
moment, it is actually a little difficult to cost
it in such a form as to answer yes or no as to
whether it is running a profit at the present
time. But it is performing an extremely use-
ful function for us, because the cable capacity
we have existing is insufficient, and therefore
at the present time all the growth is going on
to the satellite system. Growth being what it
is in the telephone field, it is going up 15 to
18 per cent per annum. So it will not be very
long before the earth station and satellite
operation will be a completely profitable one.

Senator Smith (Queens-Shelburne): I sup-
pose that is the obvious reason why you are
now extending the capabilities of that par-
ticular station. I know something about it
because it happens to be in my own area in
Nova Scotia.

Mr. Bowie: In this field it is rather essen-
tial to try to keep ahead of the game, rather
than behind it. But it is difficult because any
forecasts that we have been able to make in
the past have proved rather wrong, in that
we have not made adequate provisions. But
we are doing our best to do so now.

Senator Hayden: It does not do to get yes-
terday’s message tomorrow.

Mr. Bowie: No.

Senator McDonald: Do you have any pro-
jection of your capital investments over the
next five or ten years?

Mr. Bowie: I do, sir, yes. We have just
been asked to provide this information, as a
matter of fact. So we have as accurate a
forecast as possible for the next five years.

In the year 1969 to 1970 we expect to spend
$13.3 million; in 1970-71, $15.4 million; 1971-
72, $23.9 million; 1972-73, $20.3 million; and

in 1973-74, we come back to earth, having
only $8.6 million.

Senator McDonald:
expenditures?

These are capital

Mr. Bowie: Yes.

Senator McDonald: Have you any projected
profits for the same period?

Mr. Bowie: No, sir. I would hazard a guess
that they will be going up.

Senator Rattenbury: Is there any pooling of
assets with the corporation by any private
communications firms?

Mr. Bowie: In Canada?
Senator Ratienbury: Yes.
Mr. Bowie: No, sir.

Senator Molson: Mr. Chairman, coming
back to clause 3, I take it that the authority
the president is speaking about is in the
nature of capital amounts as in subclause (2)
(a): “under any agreement or lease,” or (2)
(b): “real or personal property...”.

I take it that when he says that the compa-
ny is thinking of asking for authority in
terms of half a million dollars this is dealing
with capital items and that, in the normal
course of business, they act like a normal
corporation and have no absurd or unreasona-
ble limitations.

Mr. Bowie: This is true, sir. We are talking
here in terms of capital expenditures and we
do have no unreasonable limitations apart
from this existing one which we feel is now
unreasonable.

Senator Molson: Talking about a sum of the
nature of half a million dollars, that is the
first of forecast commitments such as you
have just set forth for a good many millions
of dollars each year.

Mr. Bowie: Yes.

Senator Molson: So that you will be going
for authority on a good many occasions?

Mr. Bowie: We shall be, yes. I think it
might be useful to add that the corporation
can never go very far off the track because
anything we do has a slightly international
connotation and you can be quite certain that
one of the first things I have to do is to make
sure that my minister agrees with the sort of
thing we are thinking about. So that one
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really has a considerable amount of govern-
ment blessing on what we do before we do it.

Senator Flynn: Mr. Chairman, presently
subsection (2) reads—

“Unless the approval of the Governor

in Council is first obtained, the Corpora-
tion shall not...”

I was wondering if the witness would agree
that presently the Governor in Council could
by order in council prescribe or adopt regula-
tions prescribing higher limits than those
which are contained in subparagraphs (@), (b)
and (¢) of the subsection as it now reads. In
other words, is it absolutely necessary that
we have this amendment? It seems to me that
the Governor in Council could give you gen-
erally higher authority than is provided in
the act.

Mr. Bowie: Well, I must respond to that by
making a very simple statement. I am not a
lawyer so I could not interpret that myself. I
must say that the experience has been that
the Treasury Board and the Auditor General
are very insistent in every case so I would
expect that they would have looked at this
from that angle.

Senator Flynn: I have a second point. Has
the corporation compared the authority which
was given or which will be given under regu-
lations by the Governor in Council with the
authority granted to other crown corporations
like C.N.R., for instance, or C.B.C.? Have you
a special regime here?

Mr. Bowie: No, we did not compare.

Senator Flynn: I was wondering whether
we should not spell out the authority which
the corporation should have rather than leave
it to the fancy of the Governor in Council.
After all, the Governor in Council may
change his mind and could by changing the
regulation take away all practical authority
from the board.

Mr. Bowie: They could, yes, but one would
hope that they would not take such a retro-
grade step.

Senator Flynn: Am I correct in suggesting
that the C.N.R. only has to obtain the approv-

al of its annual budget from the Governor in
Council?

Mr. Bowie: I am afraid I don’t know the
answer to that one.

The Acting Chairman: Senator Flynn, I
wonder if it would be helpful if I read sub-
section (2) of section 8 which is affected by
clause 3 of the bill. It reads this way:

“(2) Unless the approval of the Gover-
nor in Council is first obtained, the Cor-
poration shall not

(a) enter into an agreement involving
any expenditure in excess of fifty thou-
sand dollars;”

That is the wording of the present limitation.

Senator Burchill: I would like to ask about
the fixing of rates. Are you the sole authority
for the fixing of rates?

Mr. Bowie: We do have that authority, yes.

Senator Burchill: You are not subject to
any public utility commission or anything like
that?

Mr. Bowie: No.
Senator Burchill: You fix your own rates?

Mr. Bowie: Yes.

Senator Burchill: You are outlining a large
capital expenditure for the future and that
money must earn certain returns.

Mr. Bowie: Yes.

Senator Burchill: And you fix your rates, I
presume, based on your business experience.
How is that done? Is it done by your
directors?

Mr. Bowie: No. There is another very
important factor concerned with the fixing of
rates and it is that in the international field
you only work half the system. You have a
foreign country which operates the distant
end, and your rates have to be fixed or you
have to agree your rates with them so that
they make enough money to suit themselves,
and we for our part have our end of the
operation also and we have to make an ade-
quate return. This is sometimes very difficult.
I hope I do not have to go too far into a piece
of unknown currency called the gold franc
which is the basis of settlement of all interna-
tional accounts. Since Canada with a lot of
other countries went off the gold standard in
1931 the relationship between our currency
and the mythical gold franc has been
reduced. Actually our rates for a telegram
from here to France are considerably lower
than the rates for a telegram from France to
Canada. This comes about because when the
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French franc was devalued in 1931, they
raised their charges against the public. We
kept ours here as they were. That means
from time to time this gives rise to some
international controversy. Perhaps it shows
other countries up in a poor light by com-
parison with what we in Britain and a few
other countries did which was to maintain the
rates at a lower level.

Senator Smith (Queens-Shelburne): I want
to ask a question about relationships between
the old Department of Transport and your
corporation. At the time of the building of the
station in Mill Village, am I correct in assum-
ing that the Department of Transport
financed that and arranged for its construc-
tion? And that being so, what is your position
between the Government and the contractor?

Mr. Bowie: We had no direct dealings with
the contractors at all. This was done by the
Department of Transport. We are at the pres-
ent time using the station pending the com-
pletion of the one which is now under con-
struction, and I think I should add that we
had to put in certain equipment to make it
operational from a commercial point of view
as distinct from the original intention which
was research and experimentation. But for
actual commercial operations we had to add

quite a substantial amount of extra
equipment.
Senator Smith (Queens-Shelburne): Well,

then, has the title been turned over? Does the
ownership still reside with the Department of
Transport?

Mr. Bowie: The ownership still resides with
the Department of Transport.

Senator Smith (Queens-Shelburne): Is there
any lease in this arrangement between the
corporation and the department for their use
of the facilities?

Mr. Bowie: The answer to that is that I
think we do have a dollar; we have an infor-
mal dollar arrangement.

Senator Smith (Queens-Shelburne): What I
was coming to was this. It would be difficult,
perhaps, in the future, when this is really a
profitable enterprise, to determine just how
profitable it is, unless this is put on your
accounting system as a capital expenditure—
but I guess that is not my worry or yours.

Mr. Bowie: I think this is a bridge we will
cross later on, sir.

Senator Hayden: Mr. Bowie, have you
made any repayments on capital accounts for
the borrowing to date?

Mr. Bowie: We certainly have. We have
repaid to the Government $16.3 million.

Senator Hayden: Then the moneys in your
program for this year and next year are
amounts you figure you will spend; they are
not necessarily the amounts you will borrow,
are they?

Mr. Bowie: This is true, yes, because some
of that financing we shall do out of our own
profits.

Senator Molson: What is your cash throw-
off in the normal year? I have not got your
statement. Last year, for example, you had a
profit of $43 million. What was your depre-
ciation and other non-cash items?

Mr. Bowie: The depreciation last year was
$5,891,000.

The Acting Chairman: Honourable sena-
tors, while we are on these financing aspects,
I wonder if I might take the liberty, as I have
before me the act, of reading one subsection
here. There was a question with regard to the
interest rate paid by the corporation to the
Governor in Council, and I would refer to
section 14, headed “Financing,” subsection 3,
and I think it would be of interest to know
how that is arrived at.

Interest on the moneys paid to the Cor-
poration under this section shall be paid
by the Corporation to the Receiver Gen-
eral of Canada at such times and at such
rates as may, from time to time, be fixed
by the Governor in Council.

So, when the witness refers to the rate
being the treasury bill rate, that is because
that is the rate fixed by the Governor in
Council.

Go ahead, Mr. Bowie. Would you like to
carry on with your presentation after these
questions, or were you through?

Mr. Bowie: I think I was really through.
There is just one point I might mention, if I
may. Under section 8(2)(c) we have to seek an
Order in Council for disposing of any equip-
ment that had an original or book value
exceeding $5,000. This requires the same
amount of paper work and board approvals,
and so on.

Senator Hayden: The price might go down
in the meantime!
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Senator McElman: Mr. Chairman, there
are two points I wish to mention. First, I
share what appears to be the concern
expressed by Senator Hayden regarding the
continuing trend of Crown corporations and
agencies to overcome the nuisance of coming
to Parliament for authorities, and acquiring
these by Order in Council. I think it is a very
important part of our system, when such
agencies or corporations have expanding
requirements, which indicate growth in the
corporation concerned—as you indicate by
your capital requirements of $81.5 million for
the next five years, an average of $16.3 mil-
lion a year, a rather substantial sum of
money. This provision provides an opportuni-
ty for Parliament to remain fully informed on
what is taking place in such corporations; it
is very necessary. I simply want to express
my concern at this growing trend to circum-
vent the coming to Parliament for such
authority.

You have suggested it is government bless-
ing, but government blessing is quite a dif-
ferent thing from parliamentary blessing, and
I think such comments should not be passed
without that observation.

My second observation is on the new sub-
section (2) of section 8 that you have proposed,
which includes the words:

On the recommendation of the Treas-
ury Board, the Governor in Council may,
by regulation prescribe limits ..

Should not that be ‘“shall,” because there
you continue on, in the concluding part of
that subsection, by saying:

...and unless the approval of the Gover-
nor in Council is first obtained, the Cor-
poration - shall not exceed...the limits
prescribed pursuant to this subsection.

So it can only spend over the limits pre-
scribed with the authority of the Governor in
Council. If there are no limits prescribed,
then you are scot-free, you can spend to any
level, without anybody’s authority—that of
Parliament or the Governor in Council or the
Treasury Board, or anyone.

Should not the first word in the third line
be “shall”?

The Acting Chairman: Would you care to
comment on that, Mr. Bowie?

Mr. Bowie: Well, I have to say what I said
a little earlier, that I am not a lawyer and I
did not actually write that. I do see the point
you are trying to make, but I am not sure

whether that is not the normal language used
in this type of thing. I just do not know.

Senator McEIman: Well, I am not con-
cerned with the normal language, but with
the actual meaning of the words as they are
set out. If the Governor in Council “may,” he
also may not.

Senator Hayden: Mr. Bowie, if we sub-
stituted “$500,000” in the present subsection
(2) for $50,000, where it occurs, would not
that permit very flexible operation, without
as much paper work going to the Governor in
Council?

Mr. Bowie: I have to give you the simple
answer: Yes.

Senator Hayden: It would be more busi-
nesslike, would it not?

Mr. Bowie: Yes.

Senator Flynn: Is that the figure you had in
mind?

Mr. Bowie: We did have, yes.

Senator Desruisseaux: What are the gross
sales?

Mr. Bowie: Almost $25 million.

The Chairman: Are there any other ques-
tions of Mr. Bowie, honourable senators? If
not, we have other witnesses here: Mr. G. M.
Waterhouse, Vice-President, Finance, and two
gentlemen from the Department of Transport,
Mr. Nixon and Mr. Marchand.

Is there any further evidence members of
the committee would like from the company?

Senator McElman: Could I have an answer
from our learned counsel on my question?

Mr. E. Russell Hopkins (Law Clerk and
Parliamentary Counsel): Senator, there is a
perennial difficulty raised by the words
“shall” and “may”’. They have filled the law
books for a good many years. I must say that
the usual way to confer such authority on the
Governor in Council is to use the word
“may”. Certainly, the Governor in Council
will exercise that authority, and it may very
well be that, in the context, “may” would be
construed as “shall’. The cases are
innumerable.

Senator Flynn: What if it does not? This is
the question put by the senator. If the Gover-
nor in Council does not prescribe regulations,



8 Standing Committee

is the corporation free to do whatever it
pleases?

Senator Hayden: Not in this language. If he
does not then the corporation is frustrated
with respect to capital expenditures.

Mr. Bowie, I feel very strongly that there
should be some dollar amount stipulated. I
feel it is more businesslike, and would be
more flexible for you than what is provided.
We will see what the Commons does about it,
but my own view is that there should be
dollar amounts, because this may partake of
the nature of legislation rather than adminis-
tration providing maximum limits on the
amount of money that you can spend on capi-
tal items. That authority must come from
somewhere, and I think Parliament should
give it, and it should not be delegated to the
Governor in Council to deal with by regula-
tion. However, I do not feel so strongly in
this case that I would make any motion or
change it.

The Acting Chairman: Honourable senators,
are you ready to consider the bill in detail?

Senator Molson: You have a motion.

The Acting Chairman: Mr. Nixon, may we
ask you if you have anything to add to what
has been said by Mr. Bowie and Mr. Water-

house? Mr. Nixon is Director of the Govern-
ment Telecommunications Policy and Admin-
istration Bureau.

F. G. Nixon, Director, Government Tele-
communications Policy and Administration
Bureau, Depariment of Transport (Post
Office: Communications): Thank you, Mr.
Chairman. I might only add that in respect to
the Government’s own departments, the Treas-
ury Board may fix by regulation the limits
on expenditure, pursuant to the Financial
Administration Act. I can only surmise that
the minister felt it would be appropriate to
petition Parliament for this same procedure
to apply to the corporation.

The Acting Chairman:
Nixon.

Thank you, Mr.

Senator Macdonald (Cape Breton): I move
that we report the bill, Mr. Chairman.

The Acting Chairman: Is there any com-
ment on that, honourable senators? Are you
all in favour?

Hon. Senators: Agreed.
Senator Flynn: With some reluctance.
Senator Hayden: Yes, with reservations.

The committee adjourned.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Tuesday,
October 15, 1968:

“Pursuant to the Order of the Day, the Honourable Senator Bourget,
P.C., moved, seconded by the Honourable Senator Denis, P.C., that the
Bill C-109, intituled: “An Act respecting the construction of a line of
railway in the Province of Alberta by Canadian National Railway Com-
pany from the vicinity of Windfall on the Windfall Extension to the
Sangudo Subdivision of the Canadian National Railway in a westerly
direction for a distance of approximately 51 miles to the Bigstone
property of Pan American Petroleum Corporation and of a connect-
ing spur extending in a northerly direction for a distance of approxi-
mately 9 miles to the South Kaybob property of Hudson’s Bay Oil &
Gas Company Limited and its associates”, be read the second time.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.

The Bill was then read the second time.

The Honourable Senator Bourget, P.C., moved, seconded by the Hon-
ourable Senator Denis, P.C., that the Bill be referred to the Standing
Committee on Transport and Communications.

The question being put on the motion, it was—
Resolved in the affirmative.”

ROBERT FORTIER,
Clerk of the Senate.
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REPORT OF THE COMMITTEE
THURSDAY, October 17th, 1968.

The Standing Committee on Transport and Communications to which
was referred the Bill C-109, intituled: “An Act respecting the construction of
a line of railway in the Province of Alberta by Canadian National Railway
Company from the vicinity of Windfall on the Windfall Extension to the
Sangudo Subdivision of the Canadian National Railway in a westerly direction
for a distance of approximately 51 miles to the Bigstone property of Pan
American Petroleum Corporation and of a connecting spur extending in a
northerly direction for a distance of approximately 9 miles to the South
Kaybob property of Hudson’s Bay Oil & Gas Company Limited and its as-
sociates”, has in obedience to the order of reference of October 15th, 1968,
examined the said Bill and now reports the same without amendment.

Your Committee recommends that authority be granted for the printing
of 800 copies in English and 300 copies in French of its proceedings on the

said Bill.
All which is respectfully submitted.

GUNNAR S. THORVALDSON,
Chairman.

2—4



MINUTES OF PROCEEDINGS

THURSDAY, October 17th, 1968.
(2)

Pursuant to adjournment and notice the Standing Committee on Trans-
port and Communications met this day at 11.30 a.m.

Present: The Honourable Senators Aird, Bourget, Connolly (Halifax
North), Dessureault, Flynn, Fournier (Madawaska-Restigouche), Hollett, Isnor,
Kinley, Kinnear, Lang, Lefrancois, Leonard, Macdonald (Cape Breton),
McDonald, McElman, Molson, Pearson, Smith (Queens-Shelburne), Sparrow
and Thorvaldson. (21)

In attendance:

E. Russell Hopkins, Law Clerk and Parliamentary Counsel.

On motion of Honourable Senator Leonard, Honourable Senator Thorvald-
son was elected Chairman.

On motion of Honourable Senator Flynn it was Resolved to report, recom-

mending that 800 English and 300 French copies of these proceedings be
printed.

Bill C-109, “An Act respecting the construction of a line of railway in the
Province of Alberta by Canadian National Railway Company from the vicinity
of Windfall on the Windfall Extension to the Sangudo Subdivision of the
Canadian National Railway in a westerly direction for a distance of approxi-
mately 51 miles to the Bigstone property of Pan American Petroleum Corpora-
tion and of a connecting spur extending in a northerly direction for a distance
of approximately 9 miles to the South Kaybob property of Hudson’s Bay Oil
& Gas Company Limited and its associates”, was considered.

The following witnesses were heard:

Canadian National Railways:
G. M. Cooper, General Solicitor.
L. MacIsaac, Chief of Development.
N. Michaud, Mining Engineer.

Following discussion it was Resolved to report the bill without amendment.
At 12.10 p.m. the Committee adjourned to the call of the Chairman.
Attest:

John A. Hinds,
Clerk of the Committee.
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THE SENATE
THE STANDING COMMITTEE ON TRANSPORT AND COMMUNICATIONS

EVIDENCE

Ottawa, Thursday, October 17, 1968

The Standing Committee on Transport and
Communications, to which was referred Bill
C-109, respecting the construction of a line of
railway in the Province of Alberta by Canadi-
an National Railway Company from the vicin-
ity of Windfall on the Windfall Extension to
the Sangudo Subdivision of the Canadian
National Railway in a westerly direction for a
distance of approximately 51 miles to the
Bigstone property of Pan  American
Petroleum Corporation and of a connecting
spur extending in a northerly direction for a
distance of approximately 9 miles to the
South Kaybob property of Hudson’s Bay Oil
& Gas Company Limited and its associates,
met this day at 11.30 a.m. to give considera-
tion to the bill.

Senator Gunnar S. Thorvaldson (Chairman)
in the Chair.

The Chairman: Honourable senators, I
want to thank you very sincerely for the
honour you have conferred on me by elect-
ing me to the office of chairman of this
committee. This is an important committee of
the Senate, as it deals generally with prob-
lems of great importance to the economic
development of our country. May I say also
that this post has been occupied in the past
by men of great ability and distinction. I
refer first to Senator D’Arcy Leonard, the
most recent chairman of this committee, who
has now assumed the chairmanship of another
committee for which he has special qualifica-
tions. May I also refer to the fact that one of
the most distinguished senators of our genera-
tion, Senator Hugessen of Montreal, occupied
this Chair with distinction to himself and
great benefit to the committee, to the-Senate
and to Canada. Senator Hugessen as you
know, has now retired from the Senate but
he remains a most distinguished citizen and
elder statesman of this country.

Hon. Senators: Hear, hear.

The Chairman: May we have the usual
motion to print?

Upon motion, it was resolved that a
verbatim report be made of the proceed-
ings and to recommend that 800 copies in
English and 300 copies in French be
printed.

The Chairman: We are dealing today with
Bill C-109 relating to a construction project of
the Canadian National Railway Company. Our
witnesses are Mr. G. M. Cooper, General
Solicitor of the C.N.R., Mr. L. MacIsaac of the
Department of Research and Development,
C.N.R., of which he is the Chief of Develop-
ment. We also have Mr. M. Michaud, who is
Mining Engineer engaged with the Depart-
ment of Research and Development, C.N.R.
We also have here from the Department of
Transport Mr. Jacques Fortier, Q.C., Counsel
for that Department, who has appeared
before this committee on many previous occa-
sions in recent years. Is it agreeable, honour-
able senators, that we should hear from Mr.
Cooper first?

Hon. Senators: Agreed.

Mr. G. M. Cooper, General Solicitor,
Canadian National Railways: Mr. Chairman,
honourable senators, Bill C-109 makes provi-
sion for a grant of authority to Canadian
National Railway Company to construct and
to finance approximately 60 miles of branch
line trackage in Alberta lying northwesterly
of Edmonton. The branch line will extend
from a point near Windfall, Alberta, to the
site of a sulphur recovery plant of Pan
American Petroleum at Bigstone. That is 51
miles in length. There will also be a connect-
ing spur, nine miles in length, to another
such plant at South Kaybob.

There is a map on the easel here to identify
the location and I believe each of you has a
copy of this in miniature.

Edmonton, which I am sure is well known
to everbody in Canada, appears on the map
in the lower portion of the right-hand margin.
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The Chairman: Honourable senators, may I
interrupt for a moment to apologize to Mr.
Smith. Mr. Walter Smith is Executive
Representative of Canadian National Rail-
ways in Ottawa. I am very sorry I failed to
recognize him when I was introducing the
witnesses and I do so now.

Mr. Cooper: From Edmonton in the lower
right hand of this map an existing C.N. line
extends in a northwesterly direction. That is
the upper of the two lines appearing in this
location and extends to Whitecourt and
beyond to Windfall, both of which names
have been highlighted in yellow. The
proposed new trackage is that which is
marked bright red and extends westerly from
Windfall to Bigstone, which is the location of
the plant of Pan American Petroleum, with a
spur about nine miles in length extending
northerly to South Kaybob, where a similar
and larger plant is presently under construc-
tion by a syndicate headed by Hudson Bay
Oil and Gas. In all, there are 60 miles of
trackage. The line will cross the Athabasca
River, and there is also a small bridge near
Bigstone crossing the Little Smoky River.

This legislation is necessary because the
corporate powers of our company do not per-
mit us to embark upon such a construction,
being in excess of 20 miles, unless Parliament
has legistated in respect of the expenditure of
the money. This is the purpose of our being
here.

Our predecessors have been here many
times in the past on very similar applications,
and I can sssure honourable senators that this
bill which is before you today, other than the
details of location and the dollar amounts, is
just the same as previous bills your have
considered. For that reason, I have some
doubt wheher you want me to review the
purpose of the various clauses, but, of course,
should you so wish, I will be happy to do so.

The Chairman: Honourable senators, in
that regard I think it is a fact that these bills
authorizing the building of railways are in
standard form. They are really very simple.
Most of the clauses deal with the financing
provisions, which are standard, and, conse-
quently, unless someone would like to ask
questions concerning some of those clauses, I
would suggest that it is not necessary to go
into detail in regard to them. Is that agreed,
honourable senators?

Hon, Senators: Agreed.

Senator Connolly (Halifax North): What is
the revenue anticipation from these extra 60
miles?

Mr. Cooper: The annual revenue is in the
nature of—

The Chairman: Honourable senators, this
question relates perhaps more to Mr. Mac-
Isaac’s work, and I was going to suggest that
when Mr. Cooper has finished his general
presentation you would let me call on Mr.
MaclIsaac, who is chief of the development
branch, and then you would have before you
the right person of whom to ask the question.
Would that be agreeable?

Hon. Senators: Agreed.

Senator Kinley: This, of course, has been
approved by the Pickersgill commission? Do
you have to go before them?

Mr. Cooper:
Commission?

The Canadian Transport

Senator Kinley: Yes. Do you have to go
before them?

Mr. Cooper: No. In the case of Canadian
National, we come to Parliament through the
Governor in Council, and we are not acting
under the Railway Act, which would require
the recommendation of the Canadian Trans-
port Commission, but because of Canadian
National’s existence as a Crown corporation
our route to Parliament is through the Gover-
nor in Council.

Senator Kinley: I see.

Mr. Cooper: The legislation is, of course,
sponsored by the appropriate minister in the
House of Commons.

Initially, this line is to serve these two
major industries at Bigstone and South Kay-
bob, and in each case the industry is involved
in the production of sulphur by recovery
from so-called sour natural gas. The sour gas
is received at the plant from wells which
have been drilled, and by chemical process
the sulphur and certain other derivatives,
such as liquid petroleum gas, are stripped off,
and the stripped gas will be returned to the
earth for storage and subsequent use as
domestic or industrial natural gas.

We have some hopes, some justifiable
hopes, that other such industries will locate
in the vicinity of the mine, and as the line
passes through a fairly heavily forested area,
we anticipate that in due course a lumbering

N
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or a pulpwood development may take place.
At the present time the surrounding country-
side is very sparsely populated, if at all, and
our reliance is on these two industries. For
that reason, contractual guarantees have been
obtained from the operators of both plants, to
ensure that our construction of the line will
result in the shipment of adequate tonnages
to cover the costs of operation and of mainte-
nance, the interest on our invested capital,
the amortization of that capital, and over and
above that, a contribution to the general oper-
ating results of the Canadian National
system.

Senator McDonald: Over what period of
time is it to pay off?

Mr. Cooper: The contracts run for 15 years,
and all the economics are based on that 15-
year period.

Senator McDonald: Is it sufficient to pay
back your capital costs?

Mr. Cooper: Yes, the return of the capital.

Senator Pearson: Is there a possibility the
sulphur will be shipped out by pipeline
shortly?

‘Mr. Cooper: Not, I would say, from this
area by these industries, because they have
guaranteed us the major portion of their pro-
duction, so that we do not anticipate their
diverting the traffic from us, because failure
in living up to the guaranteed shipments by
them would require them to make a payment
to us by way of damages in lieu of the traffic.

Senator Bourget: Do they guarantee 75 per
cent in the contract?

Mr. Cooper: Yes, 75 per cent of their actual
production of sulphur.

Senator Bourget: But you expect to get
more than 75 per cent?

Mr. Cooper: We hope to, and we will work
to get 100 per cent of the production, but the
guarantee is limited, as you say.

Senator Leonard: Are they in the planning
or the building stage now?

Mr. Cooper: The plant at Bigstone is
already in production. The plant at South
Kaybob is expected to come into production,
I think, in November this year—that is, with-
in the month. A further development at Kay-
bob is now in the planning stage, or is now in
the early development stage.

Senator Leonard: When will the line come
into operation?

Mr. Cooper: If we can get going soon
enough, we expect it would take us about a
year to build the line, and as soon as we have
the line built the traffic is waiting for it.

Senator Fournier (Madawaska-Restigou-
che): How are they transporting their product
now?

Mr. Cooper: The plant at’ Bigstone is hav-
ing to truck a certain amount of it to rail-
head at Windfall, and which is, let us say, the
take-off point of the red line on the map.

Senator Fournier (Madawaska-Restigou-

che): By truck?
Mr. Cooper: Yes, by trucks.

Senator McDonald (Moosomin): Is your
company playing any part in the research
that is going on with respect to moving that
product by pipe line?

Mr. Cooper: We have a share in the—I
have forgotten the corporate name of the pro-
ject, but we have a share in that. We get the
information from it, and we participate in the
studies.

Senator Isnor: There are two separate
organizations, are there not?

Mr. Cooper: Two plants?
Senator Isnor: Yes.
Mr. Cooper: Yes, sir.

Senator Isnor: Are they owned by the same
people?

Mr. Cooper: No, sir. In each case there is,
perhaps I can say, a multiple ownership
under the direction in each case of a single
corporation. There is a certain overlap of in-
terests, but for practical opereting purposes I
think you could say they are separately
operated.

Senator Isnor: And what are the names of
those two corporations?

Mr. Cooper: At Bigstone the dominant cor-
poration is Pan-American Petroleum Corpo-
ration, and at South Kaybob it is Hudson’s
Bay Oil and Gas Company Limited.

Senator Isnor: And which company have
you a contract with?
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Mr. Cooper: Both, sir. We have separate
contracts with the two corporations.

Senator Isnor: That is what I wanted to
find out. And, both of those contracts are for
a period of 15 years?

Mr. Cooper: To be very precise, the one at
Bigstone is for 15 years, and since the South
Kaybob plant will be coming into operation
later that contract is for a 14-year term end-
ing at the same time as the 15-year contract.

Senator Isnor: The cost of construction per
mile strikes me as being very high. Is that
rough country up there?

Mr. Cooper: First, sir, there is a major
bridge at the Athabasca which, of course,
affects the average cost per mile. The country
itself is not mountainous; it is rolling. I think
we have a photograph which would give you
some impression of it. The soil is not very
stable so they cannot do too much cutting.
They have to go around and out of the flats
which comprise, in part, muskeg country.

Senator Isnor: Am I right in thinking that
the cost per mile is higher than the average
cost per mile of such construction?

Senator Bourget: It differs very much in
different areas of the country. You can take
the Trans-Canada Highway, for instance,
where in British Columbia a mile cost nearly
$2 million, whereas in other parts of the
country a mile of road can be built for $150,-
000 or $200,000. I do not think you can have
an average cost. It is very difficult because
these costs depend on the condition of the
soil, and things like that.

Senator Isnor: That is what I am trying to
get at—the conditions. Do you expect to get
the investment back over the 15 years?

Mr. Cooper: Yes, sir.
Senator Isnor: But, there is no guarantee?

Mr. Cooper: The traffic which is guaranteed
is sufficiently great that the revenue from it
will amortize the capital investment.

Senator McDonald (Moosomin): Have you
any information as to the supply in both loca-
tions? Do you know over what period of
years the resource might last? You have a
contract for 15 years. What I am trying to get
arsy

Mr. Cooper: It depletes, sir. I think it will
be pretty well depleted at the end of the
15-year period.

Standing Committee

Mr. M. Michaud, Mining Engineer, Depart-
ment of Research and Development, Canadian
National Railway: There will be another five
yvears of operation at South Kaybob, but
always on a diminishing basis. The actual sul-
phur production is quite high in the first
years, and then it diminishes each year there-
after, and it may go on beyond 1982 for
another five years.

Senator Bourget: This bill gives the C.N.R. a
power to apply to the Minister of Finance
for a loan. In the circumstances will the
C.N.R. have to apply for funds, or can the
C.N.R. out of its own funds do this work?

Mr. Cooper: At this time I think I would
have to say that our plans are based upon
borrowing the money, but that must recog-
nize, firstly, that we will not have time to
spend money on it in 1968, and, secondly, our
capital budget for 1969 is neither fully pre-
pared nor approved. So, for 1969 we have two
indefinite things. One is what our -capital
expenditure program will be, and the other is
what will be our source of available funds. So,
at the present time we must say that we are
planning to borrow the money but the future
will tell whether we need to or not. Over the
past five or eight years we have not borrowed
for capital projects, but whether our expendi-
ture program will force us to come back for
loans, or go to the public for loans, is un-
certain.

Senator Bourget: What is the interest rate
charged on such a loan?

Mr. Cooper: I believe that the interest
rate—which, of course, is set from time to
time at the time of any borrowing—depends
on the yields then prevailing for Government
borrowings for a like duration at that time, to
which a fraction of a point is added.

The Chairman: Mr. Cooper, would you like
to go into some detail with respect to the
financing sections, namely, sections 4, 5, 6,
and 7?

Senator Pearson: Could I ask a question
first, Mr. Chairman? If these two groups get a
guarantee on freight rates from the compa-
ny—I remember a somewhat similar situation
at Esterhazy in respect of which we sanc-
tioned the building of a spur line. The Ester-
hazy people are now putting in trucks to haul
potash into the United States because there
was a complaint that the rates were going up.
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Mr. Cooper: I do not think, senator, that
that branch line at Esterhazy required legisla-
tion on the part of the C.N.R. However, the
competitive position with respect to potash
and sulphur is very different. The market
now and the foreseeable market for sulphur
is such that no problem is expected.

Senator Pearson: We thought the same
about potash when it started.

Mr. Cooper: Well, I believe they then cut
the price on potash. When the potash plants
were built they undoubtedly based their
economics on the then prevailing freight
rates, and I do not believe the freight rates
have changed significantly. But, they started
price cutting.

Senator Macdonald (Cape Breton):
Chairman, I have one question.

You mentioned, Mr. Cooper, that you have
a guarantee to carry 75 per cent of their
production. Is there any guarantee of a mini-
mum production by the companies?

Mr.

Mr. Cooper: Yes, there is, senator. There is
a guaranteed tonnage, and any shortfall of
shipments in relation to that tonnage guaran-
tee requires the payment of damages.

Senator Kinley: Are they likely to have
much competition in the market for sulphur?

Mr. Cooper: Do they have much problem in
marketing it?

Senator Kinley: Yes.

Mr. Cooper: I believe not. I believe the
sulphur market on a worldwide basis is
extremely good, and that the international
programs for assisting under developed coun-
tries are creating a need for sulphur.

Senator Kinley: Where is the market now
that you expect to invade?

Mr. Cooper: Canada has a fair share of the
international market. Can you give us the
percentage, Mr. Michaud?

Mr. Michaud: Out of 2.3 million tons pro-
duced in 1967 some 385,000 tons were used in
Canada itself. The remainder was divided
about evenly in shipments offshore and to the
United States. The worldwide demand for
fertilizers makes it such that the rise in sul-
phur is some 8 per cent annually.

Senator Kinley: Is there an American mar-
ket for this?

Mr. Cooper: There is an American market,
about one-third. One-third may be said to be
offshore and the remainder is currently
Canadian. There is a greater market in outly-
ing districts in conjunction with potash for
fertilizers.

Senator Aird: A partial answer to the ques-
tion is that the worldwide position is really
controlled by two very large companies. That
is the market with which they are competing.

The Chairman: Perhaps Mr. Cooper will
supplement the answer, because I observe
that he has some figures which I think are of
great interest to the committee.

Mr. Cooper: In 1967 the sulphur production
in Canada was 2,320,000 long tons, of which
to offshore markets—which would be the Far
East, Japan, China, India, Australia—947,000
long tons were sold. We entered the United
States market with 827,000 long tons. The re-
mainder, about 385,000 tons, was sold in
Canada.

The Chairman: Because of the great deve-
lopment occurring there, I am sure you would
like to hear from Mr. Maclsaac, the chief of
the development branch of the railways. Per-
haps he would make a brief statement to the
committee.

Mr. L. Maclsaac, Chief of Development,
Canadian National Railways: I cannot add too
much to what Mr. Cooper has already said.
This line is now being built to serve two
companies, one of which is coming into pro-
duction by the end of November and the
other of which is in production now. This
whole area is very rich in gas, and we believe
that in the next few years other companies
will come into production there which will
make this railway line a very worthwhile
investment. As Mr. Cooper said, the Hudson’s
Bay Oil and Gas Company are doubling the
plant we are talking about, and there are
indications that other companies will under-
take further developments in the area. We
therefore look to a substantial volume of
traffic over this line in the next few years.

Senator Kinley: You start with the captive
traffic of these two companies.

Senator McDonald: Will this be a unit train
operation?

Mr. Maclsaac: It could be eventually as
volume demands. The arrangements now are
that sulphur traffic can move in 10 car lots, 20



14
car lots and 50 car lots, at rates scaled
accordingly.

Senator McDonald: What happens to the
product when it gets to Edmonton? Where
does the producing company export from to
the United States?

Mr.
points.

Mclsaac: Through several border

Senator McDonald: And overseas?
Mr. Mclsaac: Overseas through Vancouver.

Mr. Cooper: If I may supplement that, I
think that perhaps at the moment it would be
impracticable for unit train operation because
some of the product may be shipped in solid
form and some in molten form, which
requires two destinations, and your train con-
sist would be forever changing.

Senator McDonald: For the overseas mar-
ket is this sulphur stored at Vancouver? Are

Standing Committee

there storage facilities there? Where do they
store the sulphur?

Mr. Mclsaac: Dry sulphur is stored at the
plant site.

Senator McDonald: Is this a seasonal mar-
ket or is the market more or less over the 12
months of the year?

Mr. Maclsaac: I think it is over the 12
months of the year.

The Chairman: Does anyone desire Mr.
Cooper to explain the sections in detail?

Senator Smith (Queens-Shelburne): These
are standard sections.

The Chairman: They are in standard form.
Are you prepared to report the bill?

Hon. Senators: Agreed.

The committee adjourned.
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